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15 September 2026

Liquid Fuel Transition Team
Department of Climate Change, Energy, the Environment and Water

Dear Sir/Madam
CCAA Submission Securing Australia’s Cleaner Fuels Industry

Thank you for the opportunity to comment on the Australian Government's proposed
demand mechanism for low carbon liquid fuels (LCLF).

Consistent with the Australian cement, concrete and aggregate (CCA) industry’s ambition to
deliver net-zero carbon cement and concrete by 2050", CCAA supports practical and cost-
effective emissions reduction, including in applications such as high-payload road transport
that remain difficult to electrify.

CCAA recognises fuel security and resilience as legitimate national objectives. However,
CCAA has not formed a view that the proposed demand mechanism is necessary or
proportionate to achieve those objectives. Our submission therefore focuses on whether the
proposed framework would deliver verified net benefits at an acceptable cost to fuel users
and the wider economy.

The proposed mechanism asks fuel suppliers, fuel users and their customers to underwrite a
new, potentially high-cost LCLF industry before key questions have been resolved. For the
CCA sector, this concern is not theoretical. Diesel is embedded throughout extraction,
crushing, screening, internal haulage, concrete production, delivery, pumping, contracting,
maintenance and delivery logistics. Consequently, higher diesel costs can materially affect
the viability of CCA operations and the cost and feasibility of customers’ building and
construction projects.

Having considered the proposal’s likely costs, benefits and interaction with existing
obligations, CCAA does not support the proposed volumetric mandate in its current form.
Elaborated upon in our submission (overleaf), CCAA's principal concerns with the proposed
policy are:

o Likely fuel-price and sectoral impacts have not been quantified with sufficient
transparency: Government has not published the likely cents-per-litre or economy-
wide impact. Based on the illustrative 20% LCLF scenario in Figure 9 of the
consultation paper, CCAA estimates an increase of approximately 17—-48 c/L for an
Australian-production case and 3-19 c/L for a lower-cost import-reliant sensitivity.
CCAA's 35 c/L domestic-production stress case indicates that the broader economic
effects could be material, although it is not a forecast.

o Australian LCLF investment and supply are not assured: a mandate may attract
lower-cost imported fuels, for example from the United States, rather than incentivise
Australian projects to reach final investment decision.

' See the CCAA report - Decarbonisation Pathways for the Australian Cement and Concrete Sector

National Office Postal Address +61 2 9667 8300
Suite 4, Level 2 PO Box 124 info@ccaa.com.au
201 Coward Street Mascot NSW 1460 m.a

Mascot NSW 2020


https://ccaa.com.au/wp-content/uploads/2026/08/Full_Report_Decarbonisation_Pathways_web_single_page.pdf

If imports dominate, fuel users would still bear compliance costs while the claimed
manufacturing, employment and fuel-security benefits accrue overseas or do not
materialise domestically.

o LCLF scalability and lower costs cannot be assumed: domestic LCLF capacity is
limited; prospective projects remain pre-FID; and feedstock, infrastructure, electricity
and hydrogen constraints differ materially by pathway. The $1.1 billion Cleaner Fuels
Program may assist projects but does not guarantee lower prices or pass-through to
users.

e LCLF emissions outcomes and carbon value are uncertain: the eventual fuel mix and
lifecycle carbon intensity are unknown. Under CCAA's assumptions, the 35 c/L case
implies approximately $926/tCO2-e avoided - around 20-34 times an indicative
ACCU price across the sensitivity range - and could crowd out members' lower-cost
decarbonisation investments.

e LCLF lifecycle accounting is unresolved: robust and consistent rules are required for
feedstock origin, indirect effects, imported-fuel certification, chain of custody,
additionality and double counting. Without them, neither the emissions benefit nor the
integrity of credits and corporate claims can be established.

¢ Interaction with existing obligations may create a cumulative burden: Safeguard-
covered facilities may pay for lifecycle or upstream benefits that are not fully
recognised against declining facility Scope 1 baselines, while remaining liable for
onsite abatement, ACCUs or SMCs.

o CCA businesses and customers are directly exposed: at 35 c/L, delivered aggregate
and concrete costs could rise by approximately $0.83/t and $2.12/m3. If 50-100% is
absorbed, illustrative EBITDA could fall by 11.2-22.4% for a representative quarry
and 4.4-8.9% for a representative concrete plant; if passed through, costs flow into
housing, infrastructure and other construction.

CCAA recommends that Government not proceed with the proposed volumetric mandate on
the present evidence. The attached submission sets out the analysis that should be
completed and the minimum design conditions that should apply if a measure is pursued.

Should officials wish to discuss this submission, please contact CCAA’s Director Industry
Policy, Mr David Rynne, via david.rynne@ccaa.com.au or

Yours sincerely

Michael Kilgariff
Chief Executive Officer

About CCAA

Cement Concrete & Aggregates Australia is the voice of the heavy construction materials
industry in Australia. CCAA members produce the majority of Australia’s cement, concrete
and aggregates, which are crucial to the nation’s building and construction sectors. These
materials support transport, energy, water, housing, defence and social infrastructure.



CCAA SUBMISSION
Securing Australia’s Cleaner Fuels Industry
Executive Summary

CCAA does not support the proposed volumetric mandate as currently designed.
Government should first establish that intervention is likely to deliver net benefits, including
verified domestic LCLF production and outcomes, scalable and reduced cost of supply, cost-
effective emissions reduction, coherent carbon accounting and manageable impacts for fuel-
dependent and regional users.

Principal concerns and findings

Unqguantified direct and macroeconomic costs: Government has not published a likely cents-
per-litre impact or comprehensive regional, sectoral and economy-wide assessment. CCAA
estimates 17-48 c/L for an Australian-production case and 3-19 c/L for a lower-cost import-
reliant sensitivity. A sustained 35 c/L domestic-production stress case could be
macroeconomically material, although it is not a forecast.

Uncertain Australian investment and supply response: a demand obligation does not ensure
that prospective Australian projects reach final investment decision. It may principally attract
imports; that could lower compliance costs but weaken the domestic manufacturing,
employment, regional-development and fuel-security benefits used to justify the measure.

Unproven scalability and cost reductions: current Australian advanced-fuel capacity is
limited, prospective capacity is well below projected demand and key pathways face different
feedstock, collection, infrastructure, electricity, hydrogen and technology constraints. Capital
grants can assist projects but do not guarantee lower market prices or remove recurring
production costs.

Uncertain emissions outcomes and high carbon costs: the eventual fuel mix and lifecycle
intensity are not specified. Under CCAA's assumptions, the 35 c/L case implies
approximately $926/tC0O2-e avoided, with a sensitivity range of $810-$1,300/tCO2-e -
around 20-34 times an indicative ACCU price - and may displace members' own lower-cost
decarbonisation investment.

Unresolved lifecycle accounting: consistent rules are needed for feedstock origin, land-use
effects, imported-fuel certification, chain of custody, sustainability, additionality and double
counting. Without these rules, the quantity and integrity of the claimed emissions reduction
cannot be demonstrated.

Unresolved interaction with existing climate obligations: Government has not demonstrated
the emissions-policy gap the proposed mechanism is intended to fill or how it will deliver
reductions additional to those required under existing policies. Safeguard-covered facilities
may be required to fund lifecycle or upstream benefits that are not fully recognised against
declining Scope 1 baselines, while remaining liable for onsite abatement, ACCUs or SMCs.
This could create cumulative costs and distort investment away from lower-cost facility-level
abatement.




Direct CCA-sector and customer exposure: the 35 c¢/L case increases delivered aggregate

costs by approximately $0.83/t (3.35%) and concrete costs by $2.12/m3 (1.33%). If 50-100%
of the increase is absorbed, illustrative EBITDA falls by 11.2-22.4% for a representative
quarry and 4.4-8.9% for a representative concrete plant; if passed through, costs flow into
housing, infrastructure and other construction.

CCAA recommendations

If the proposed policy is pursued, CCAA's focus is on containing its cost to fuel users and
ensuring that businesses receive proper recognition for the emissions reductions they help
to fund, particularly where they already have obligations under the Safeguard Mechanism.

The consultation paper proposes several useful flexibility and cost-containment elements,

which CCAA supports in principle. The recommendations below set out the full package of
protections and design features that CCAA considers necessary. Some are reflected in the
consultation paper, but all would need to be clearly defined, tested and in place before any

obligations commence.

Recommendation

CCAA position

1. Complete transparent
cost modelling

Publish the assumptions used for each fuel pathway and show the
likely cents-per-litre impact, as well as the effects on regions,
industry sectors and the wider economy. The modelling should
cover Australian-production, import-reliant and mixed-supply cases
and explain who ultimately bears the cost across different fuels and
customers.

The Government should publish the underlying model and a
reproducible assumptions workbook, including fuel-specific cost
curves, price years, wholesale and retail price treatment, taxes and
excise, energy-density adjustments, blend limits, import freight and
handling, credit and buy-out assumptions, lifecycle emissions
factors and the allocation of costs by fuel, region, industry and user
class.

The final impact analysis should replace the distribution-agnostic
assessment with an incidence analysis showing which sectors and
customers ultimately bear the costs. It should also model
constrained imported supply, capital and project-timing constraints,
mixed domestic/import outcomes and credit-market behaviour.

The modelling timetable should be reconciled. Appendix C
identifies a 2028 policy operational period, the implementation
timetable indicates compliance beginning in 2029, and the
published target pathways begin in 2030.

2. Prefer a technology-
neutral carbon-intensity
approach

If a measure proceeds, set a target for reducing the lifecycle
carbon intensity of the overall fuel pool rather than requiring fixed
volumes of particular fuels. This would allow suppliers to use the
mix of eligible fuels, credits and other verified reductions that

meets the emissions target at the lowest cost.




Cover a broad
obligation-fuel pool and
avoid diesel-specific
sub-targets

If a mechanism proceeds, petrol should remain within the covered
fuel pool to preserve lower-cost compliance opportunities and
avoid concentrating policy costs on diesel-dependent industries.
The framework should not impose a separate renewable-diesel or
off-road diesel sub-target. Any separate jet-fuel requirement should
be ring-fenced to the jet-fuel pool and should not be cross-
subsidised through diesel or other non-aviation fuels.

Retain credit trading and
banking

Allow credits to be traded and saved for use in later years. This
would help suppliers manage temporary shortages and year-to-
year changes in supply without immediately passing sharp cost
increases on to fuel users. Safeguards should prevent excessive
stockpiling, market concentration and speculative price volatility.

Include an effective
compliance-cost cap

Allow a fuel supplier to meet any compliance shortfall by paying a
transparent, government-set amount rather than being forced to
buy scarce LCLF or credits at excessive prices. That payment must
fully satisfy the obligation; it must not be an additional penalty on
top of a continuing requirement to acquire credits. The amount
should operate as a genuine ceiling on compliance costs and
protect fuel users from unreasonable price increases.

Phase obligations,
impose evidence gates
and provide adequate
lead time

Start with modest targets and increase them only when verified fuel
supply, infrastructure and market conditions can support the
increase at an acceptable cost. Provide enough lead time for
businesses to adjust contracts, equipment, storage and supply
arrangements.

Final regulations, carbon-intensity methodologies, certification
rules and the buy-out price should be settled at least 24 months
before the first substantive compliance obligation.

Establish scheduled and
trigger-based reviews

Review fuel and credit prices, Australian and imported supply,
regional availability and sectoral impacts before any target is
increased. Require an automatic review, adjustment or temporary
suspension if costs or shortages are materially worse than
forecast, so the scheme can respond before excessive costs
become embedded.

Require transparent
market reporting

Regularly publish credit creation, trading, banking and prices; use
of the compliance-cost cap; Australian and imported compliance
volumes; lifecycle carbon-intensity values; public financial
assistance; and estimated cents-per-litre cost pass-through. This
information is needed to determine whether the scheme is working
as intended and whether suppliers are passing on reasonable
costs.

Keep obligations
upstream and make
large-user participation
strictly voluntary

Obligations should rest with entities that first supply covered fuels
into the Australian market, using existing Fuel Security Act
definitions and reporting systems where practical. CCA businesses




should not become obligated merely because they are large fuel
users.

Any large-user opt-in must be voluntary and reversible, with clear
rules for transferring the relevant volume from the supplier,
relieving the supplier of the corresponding obligation and removing
the associated compliance cost from the user’s fuel price. Non-
participating users should have no scheme reporting, auditing or
credit-surrender obligations.

Any minimum supplier threshold should reduce burden on small
suppliers while including aggregation and anti-fragmentation rules
to prevent avoidance or competitive distortion.

10. Make the large-user opt-
in workable

If a large fuel user elects to source eligible LCLF or credits directly,
ensure that it no longer pays the same compliance cost through its
supplier's fuel price. The rules must prevent the supplier and user
both being charged for the same obligation, or the supplier
recovering the same compliance cost twice.

The user should be able to exit the arrangement on reasonable
notice, subject to reconciliation of credits and obligations, and
should receive sufficient information to verify that the supplier has
removed the relevant compliance cost.

11. Align with Safeguard
and NGER

Before imposing any obligation, Government should demonstrate
how the mechanism will complement rather than duplicate existing
climate obligations and publish a binding accounting framework
supported by worked examples. A Safeguard-covered facility
should not be required to fund lifecycle or upstream emissions
reductions that provide little or no benefit against its Scope 1
obligations while remaining fully liable for onsite abatement or the
surrender of ACCUs or SMCs. The framework must prevent
cumulative liability, double charging and double counting while
preserving legitimate and clearly differentiated emissions claims.

12. Protect regional, off-road
and trade-exposed
users

IAssess regional, off-road and trade-exposed users separately.
Regional and off-road users may face fewer suppliers, higher
delivery costs, limited access to suitable LCLF and equipment
warranty, fuel-quality or blend-limit constraints. They should not be
penalised where a compliant fuel is unavailable or unsuitable. For
trade-exposed industries, assess the loss of competitiveness
where overseas producers do not face equivalent costs.

13. Recognise on-road and
off-road fuel
displacement from
commencement

Give equivalent credit for verified emissions reductions achieved
by electrifying vehicles or equipment, or through other technology-
neutral alternatives, rather than requiring a business that has
already reduced its liquid-fuel use to support prescribed fuel
volumes as well. The Commonwealth measure must also be
coordinated with state biofuel mandates and other emissions
policies so the same fuel use or emissions outcome is not

regulated, charged or claimed twice.




Report Australian-produced and imported supply separately. If
Australian manufacturing and fuel security are objectives, set
measurable indicators for investment, production and supply
resilience and report performance against them. A demand
obligation should not be justified by domestic benefits that are
merely assumed and may instead accrue overseas.

14. Verify domestic benefits

Core protections—including the target ceiling, covered fuels,

and transparency requirements—should be contained in primary
legislation or disallowable legislative instruments. Target increases
should require an updated impact analysis and parliamentary

15. Legislate core guardrails ,
scrutiny.

and minimise duplicate

administration IAdministration should occur through a single regulator and

reporting portal, with mandatory reuse of NGER, Guarantee of
Origin and fuel-security data. Public reporting should generally be
aggregated to protect commercially sensitive information, except
for formal findings of non-compliance and enforcement action.

obligated entities, buy-out principle, review and suspension triggers

1. About CCAA and the sector

Cement Concrete & Aggregates Australia (CCAA) is the voice of Australia's heavy
construction materials industry. CCAA members produce the majority of Australia's cement,
concrete and aggregates, which are essential inputs to housing, transport, energy, water,
defence, commercial construction and social infrastructure.

The sector includes quarries, cement and concrete plants, fixed and mobile equipment,
internal haulage fleets, agitator trucks and extensive contractor networks. Many operations
are regional, energy intensive and dependent on reliable liquid fuels because technically and
commercially viable zero-emissions substitutes are not yet available for all duties.

The cement, concrete and aggregates sector contributes $20.7 billion to GDP and supports
more than 112,000 jobs, underpinning Australia’s $175 billion construction sector and $242
billion public infrastructure pipeline.

2. The policy case is not yet sufficiently established

The consultation paper identifies a legitimate challenge: hard-to-electrify activities will
continue to require liquid fuels, and Australia has an opportunity to develop lower-carbon
supply. However, the proposed intervention is being considered before the Government has
resolved or quantified several matters that determine whether it will produce a net benefit:

¢ the direct cents-per-litre compliance cost and its distribution across fuels, regions and
customers;

o the wider effects on consumption, construction, industry competitiveness, investment
and employment;



e whether a demand obligation will cause Australian projects to reach final investment
decision or principally attract imported fuel;

¢ whether feedstocks, technologies and infrastructure can scale sufficiently and
whether production costs will fall as assumed,;

o the quantity, integrity and marginal cost of the resulting lifecycle emissions
reductions;

¢ how imported fuels will be certified consistently and how lifecycle benefits will be
attributed without double counting; and

¢ how the mechanism will interact with Safeguard, NGER, state mandates and other
regulatory obligations.

These questions are linked. Allowing LCLF imports may reduce compliance costs but
weaken domestic investment and fuel-security (sovereignty) benefits. Favouring domestic
production may improve those benefits but expose fuel users to higher costs. Increasing
technology-specific volumes may support emerging pathways but raise the marginal cost of
abatement. The final impact analysis must evaluate these trade-offs together rather than
assume each policy objective will be achieved simultaneously.

The Government’s own modelling strengthens the case for a different starting design. The
Consultation Paper finds that carbon-intensity standards produce higher net benefits and
benefit-cost ratios than comparable volumetric mandates, and that the whole-of-market
“balanced standard”, which includes electrification as a compliance pathway, performs most
favourably under the assumptions tested. Before adopting a volumetric phase extending to
2035, the final impact analysis should demonstrate that any incremental investment-certainty
benefit from that phase exceeds its additional compliance costs and loss of flexibility relative
to a carbon-intensity approach.

CCAA cannot support a target within the proposed consultation range until the Government
publishes sufficiently detailed pathway-specific cost modelling, supply assumptions and
sectoral impact analysis. If an interim volumetric requirement is nevertheless pursued,
commencement should be no earlier than 2029, the initial trajectory should not exceed the
lower-bound pathway, and each subsequent increase should be conditional on
independently verified evidence of fuel availability, delivered prices, regional supply, fuel
quality, infrastructure readiness and equipment compatibility. There should be no automatic
escalation. Transition to a carbon-intensity framework should occur no later than 2035.

The final design should also clarify whether 2029 is intended to be a readiness and reporting
year or the first year carrying a substantive compliance obligation, given that the published
target pathways commence in 2030.

If policy development continues, these uncertainties must be converted into enforceable
design guardrails. The mechanism should use a technology-neutral carbon-intensity target;
allow credit trading and banking; include a genuine ceiling on compliance costs; phase
targets in line with verified supply; and require scheduled and trigger-based reviews
supported by transparent market reporting. These features are not secondary administrative
details: they are the means by which Government would prevent fuel or credit shortages
from imposing excessive costs on users while still securing verified emissions reductions.



3. Direct fuel-cost exposure

Figure 9 of the consultation paper illustrates a theoretical 20% volumetric requirement under
which Entity A supplies 80% fossil fuel and approximately 4% each of SAF, renewable diesel,
biodiesel, ethanol blends and e-fuels. It is an illustration of compliance options, not a

proposed or least-cost allocation.

Accordingly, the analysis below is a deliberately diversified, non-optimised stress case at the
20% upper end of the proposed 2035 consultation range. It should not be interpreted as a
forecast of the likely compliance mix or fuel-price effect. It does not model the lower target
pathways, least-cost fuel selection, fuel-specific blend limits, credit trading, banking, use of a
buy-out price or a mixed domestic and imported supply response.

Table 1 summarises CCAA's indicative whole-pool fuel-price effects under alternative 20%
LCLF supply scenarios. If the diversified mix illustrated in Figure 9 of the consultation paper
were supplied using costs broadly representative of new Australian production, CCAA
estimates a whole-pool increase of approximately 17-48 c/L. A lower-cost import outcome is
possible: evidence from established Oregon and California schemes provides an indicative
international-market sensitivity of approximately 3-19 c/L. This measures overseas scheme-
related fuel costs, not landed imported LCLF prices in Australia.

Table 1: lllustrative non-optimised whole-pool fuel-price stress cases at a 20% LCLF

share

Component or
compliance case

/Australian-production
premium

Australian-
production pool
effect

Imported/international
pool effect

production case

SAF at 4% $1.00-$3.50/L 4-14 c/L
Renewable diesel at 4%|$0.90-$2.00/L 4-8 c/L
Biodiesel at 4% $0.30-$1.00/L 1-4 c/L
Ethanol at 4% $0-$0.50/L 0-2 c/L
E-fuels at 4% $2.00-$5.00/L 8-20 c/L
Diversified Australian- 17-48 c/L

Lower-cost imported
compliance case

Least-cost eligible
imported fuels and
credits

Approximately +3-19
c/L

Source: CCAA working-group analysis; Australian Institute of Petroleum information; CSIRO
and Deloitte/CEFC reports; Oregon Department of Environmental Quality; and California Air
Resources Board. These are sensitivity cases, not forecasts.

The imported case can be shown only at the total-pool level because reliable Australian

landed prices are not available for each pathway.




An import-reliant supplier would also be expected to select the cheapest eligible fuels and
credits, subject to blend limits, standards, carbon-intensity thresholds and availability, rather
than purchase equal quantities of the five fuels in Figure 9.

For exposure testing, CCAA adopts 35 c/L within the Australian-production range. This is
appropriate because the policy's stated rationale includes Australian manufacturing,
employment and fuel security. The 35 c/L figure is not a forecast and must be tested against
lower-cost imported and mixed-supply cases. Table 2 applies this stress case to indicative
delivered aggregate and concrete costs.

Table 2: Estimated gross-exposure increase in delivered aggregate and concrete

costs from a 35 c/L increase in diesel costs (AUD)

Product Baseline Additional cost |Revised cost Increase
Diesel $2.49/L +$0.35/L $2.84/L 14.1%
Aggregates |$24.70/t +$0.83/t $25.53/t 3.35%
Concrete $159.50/m3 +$2.12/m3 $161.62/m3 1.33%

As shown in Table 2, gross exposure is the total additional operating cost before recovery
through higher prices or contractual pass-through. It arises through drilling, blasting and
extraction, crushing and screening, materials handling, loaders and internal haulage,
contractor fuel, concrete production and delivery, pumping, maintenance and inbound

materials.

4. Profitability, customers and the broader economy

Unrecovered fuel costs reduce EBITDA broadly dollar-for-dollar. The actual effect will
depend on contract terms, fuel-adjustment clauses, competition and the timing of price
resets. Even with full pass-through, higher prices can weaken demand, reduce volumes and
increase working-capital requirements. Table 3 illustrates the annual EBITDA sensitivity for
representative quarry and concrete operations if 50% or 100% of the additional fuel cost is

absorbed.

Table 3: lllustrative annual EBITDA impact of an additional 35 c/L if higher costs are

not fully recovered

Representative

Indicative

EBITDA at 15%

50% of cost

plant

decrease in EBITDA

o
operation revenue margin absorbed PREOCI ST e
700,000 tpa hard- $290,500 - 11.2% $581,000 - 22.4%
rock quarry $17.29m $2.59m decrease in EBITDA|decrease in EBITDA
60,000 m3 concrete $9.57m $1.44m $63,600 - 4.4% $127,200 - 8.9%

decrease in EBITDA

Source: CCAA illustrative model. Revenue and the 15% margin are sensitivity assumptions,
not claimed industry averages.




Sustained margin pressure would reduce funds and borrowing headroom for quarry
development, fleet replacement, plant upgrades and members' own decarbonisation
programs. Vertical integration can help manage timing and allocation but does not remove
the cost.

Construction customers are already managing elevated material, labour, finance and
compliance costs. Whilst the direct increase on an individual dwelling from the increase in
heavy construction materials outlined at Table 2 may be modest, it would arrive in a market
already struggling with feasibility, affordability and business viability. Master Builders
Australia reports that house-building costs are 48.6% above pre-pandemic levels,
homebuilding materials are 39.0% higher and cement products rose 5.2% in the year to
March 2026. New home starts fell 11.2% in the March quarter. In the three months to May
2026, 882 construction businesses entered external administration—25.1% of all
insolvencies nationally.

HIA reports that small businesses deliver about two-thirds of new homes; 59% did not expect
higher profits in 2025-26 and 68% had considered scaling back or closing due to regulatory
burdens. Fuel costs were identified as a current pressure by 27% of respondents. HIA and
Master Builders also cite Treasury modelling that the negative-gearing and capital-gains-tax
changes could reduce housing supply by 35,000 homes over a decade.

Macroeconomic sensitivity

Victoria University's Centre of Policy Studies modelled a 52.6% world crude-oil price
increase persisting for three years. In year one, real GDP was estimated to be 0.24% lower,
private consumption 0.51% lower and unemployment 0.41 percentage points higher than
otherwise. Purely proportional scaling to CCAA's 14.1% diesel-price case indicates an order-
of-magnitude effect of approximately $1.8 billion less annual GDP, $2.1 billion less
household consumption and around 17,000 additional unemployed people.

This is not a forecast: the original study examined a global supply shock and the relationship
is unlikely to be linear. It nevertheless demonstrates that a sustained policy-induced fuel-cost
increase imposed on top of normal international price volatility could be macroeconomically
material.

5. Investment, supply and scalability are uncertain

The demand mechanism is intended to cause a supply response, but Australian production
cannot be assumed. The consultation paper identifies current operational capacity of about
110 ML of biodiesel and 360 ML of ethanol, no commercial-scale Australian production of
advanced biofuels or e-fuels, and 16 prospective projects representing about 2,000 ML
annually that had not reached final investment decision. This is well below projected LCLF
demand of 6.9-8.9 billion litres by 2035.

The consultation modelling assumes imported LCLF is unlimited and does not model
international competition or disruption. It also assumes non-HEFA fuels are domestic
because imported pricing data are unavailable. A mandate could therefore attract imports
rather than Australian investment, while global competition for qualifying fuels and
feedstocks could raise prices or constrain availability.

Scalability and cost reduction differ materially by pathway. Established HEFA fuels face
constraints associated with tallow, used cooking oil and vegetable-oil feedstocks.



Advanced biofuels require new collection, preprocessing and conversion supply chains. E-
fuels depend on large quantities of low-cost renewable electricity, hydrogen and captured
carbon. Deloitte/CEFC identify power-to-liquid fuels as the highest-cost modelled pathway
and conclude that hydrogen costs must fall substantially for viability. The timing and scale of
these cost reductions are uncertain.

The $1.1 billion Cleaner Fuels Program may improve project economics and help facilities
reach final investment decision, but it does not guarantee lower fuel prices or pass-through
to users. Relative to projected annual demand of 6.9-8.9 billion litres, $1.1 billion is
equivalent to approximately 12-16 c/L if attributed to one year's output, or roughly 1-2 c/L if
spread over ten years. Capital support does not remove recurring feedstock, hydrogen,
electricity, transport and operating costs.

Government should therefore test the likely additional production caused by the measure,
the Australian share of supply, project timing, feedstock and infrastructure constraints, cost-
reduction assumptions and the extent to which public support reduces prices paid by users.
Australian-produced and imported compliance volumes should be reported separately. If
Australian manufacturing and fuel security are policy objectives, Government should
establish measurable indicators for investment, production and supply resilience and report
performance against them. Domestic benefits should be demonstrated, not assumed from
the creation of demand alone.

If domestic production is a policy objective, support for that objective should be transparent
and separately evaluated. CCAA considers that competitively allocated and budget-funded
production support is preferable to concealing industry-development assistance within higher
fuel-user compliance costs.

A domestic credit multiplier, domestic-content preference or other differential treatment
should not be introduced unless the Government demonstrates its additional effect on
Australian investment, its compliance with international trade obligations, its impact on the
cost per tonne of abatement and its effect on prices paid by users. Gross growth in domestic
production should not be attributed to the demand mechanism where that growth would have
occurred because of the Cleaner Fuels Program or other assistance.

6. Emissions outcomes and abatement value

The consultation paper does not specify the lifecycle carbon intensity of the eventual fuel
mix, so a definitive marginal abatement cost cannot be calculated. For an order-of-
magnitude test, CCAA assumes 2.7 kg CO2-¢/L for fossil fuel, a 20% LCLF share and an
average 70% lifecycle reduction. As set out in Table 4, avoided emissions are therefore
0.378 kg CO2-e per litre of the total fuel pool.

Table 4: lllustrative calculation of the implied cost of emissions abatement under the
35 clL stress case

Calculation step Value
Fossil-fuel emissions factor 2.7 kg CO2-¢e/L
LCLF share 20%

Average lifecycle reduction 70%




/Avoided emissions per pool litre 2.7 x 20% x 70% = 0.378 kg CO2-e

Indicative premium $0.35/L

Indicative abatement cost $0.35/0.000378 = approximately $926/tC0O2-e

Using the 50-70% lifecycle-reduction range employed in the Consultation Paper’s target
methodology, the 35 c/L stress case implies an abatement cost of approximately $926—
$1,296/tCO,-e. This is around 23-34 times an indicative ACCU price of $38-$40. At an 80%
lifecycle reduction, the implied cost would still be approximately $810/tCO,-e.

The comparison is not like-for-like. ACCUs, direct facility reductions and LCLF lifecycle
reductions have different attributes, and LCLF may provide fuel-security, industry-
development and technology-learning benefits. For Safeguard-covered facilities, however,
the comparison demonstrates the potential opportunity cost of directing expenditure towards
an LCLF premium rather than lower-cost facility abatement or ACCUSs.

The final impact analysis should separately report:
e reductions occurring within Australia’s national greenhouse gas inventory;
e reductions occurring in overseas feedstock, production and transport supply chains;
¢ reductions associated with international aviation and shipping; and

e reductions additional to those already expected under the Safeguard Mechanism,
NGER, state mandates and other policies.

These categories should not be combined into a single headline emissions benefit without
clearly identifying where the reductions occur, whether they contribute to Australia’s targets
and whether they are additional to the policy baseline.

Those programs include clinker substitution, supplementary cementitious materials,
alternative kiln fuels, energy efficiency, renewable electricity, lower-carbon logistics and
concrete, and carbon capture. A high-cost fuel obligation could crowd out these investments,
including projects that directly reduce emissions counted under the Safeguard Mechanism.

7. Lifecycle accounting and Safeguard interaction

The proposed mechanism uses lifecycle carbon intensity to distinguish between fuels,
including emissions associated with feedstock production, processing and transport. By
contrast, the Safeguard Mechanism principally regulates Scope 1 emissions occurring within
the boundary of a covered facility. The two frameworks therefore do not align automatically.

A Safeguard-covered facility could be required to fund a substantial premium for an LCLF’s
lifecycle emissions benefit, even where some or most of that benefit occurs upstream and
does not reduce the facility’s reported Scope 1 emissions or Safeguard liability. The facility
may consequently remain required to undertake separate onsite abatement or surrender
ACCUs or SMCs. This would create cumulative liability and could divert capital from lower-
cost projects that directly reduce emissions counted under the Safeguard Mechanism.



This is a fundamental policy-design issue that must be resolved before any obligation
commences. Government should demonstrate how the mechanism complements existing
emissions obligations, where the claimed reductions will be recorded and how double
regulation, double charging and double counting will be prevented.

CCAA does not support fixing a Phase 1 minimum carbon-intensity threshold until the
lifecycle methodology, fuel-specific cost implications and likely supply effects have been
published. Any threshold must be technology neutral and apply equivalently to domestically
produced and imported fuels. Within the eligible range, credit values should scale with
verified lifecycle emissions performance rather than treating all fuels passing a binary
threshold as equivalent.

CCAA supports proportionate and nationally consistent environmental and social
requirements covering material land-use, biodiversity, water, labour, community and food-
security risks. The framework should recognise existing Australian regulation and avoid
duplicative certification, while requiring imported fuels and feedstocks to demonstrate
equivalent outcomes. International schemes may be recognised where an Australian
equivalence assessment, audit and enforcement framework demonstrate comparable
integrity.

The framework must also distinguish clearly between:
e a compliance credit created under the demand mechanism;
e a Guarantee of Origin certificate or other product attribute;
o treatment under NGER and the Safeguard Mechanism; and
e voluntary Scope 3, product-footprint or customer claims.

The rules should identify when each attribute is created, transferred, surrendered or retired,
who may make each claim and how the same emissions reduction will be prevented from
supporting multiple claims.

Before commencement, Government should publish fuel-by-fuel examples showing
treatment under NGER, Safeguard baselines, lifecycle certification, product emissions
reporting and the credit scheme. The rules must identify where each emissions reduction is
recorded and prevent it from being claimed twice. A Safeguard-covered business should
receive appropriate, auditable recognition for reductions it is required to fund. Where a
lifecycle benefit occurs upstream and cannot reduce the facility's Scope 1 emissions, the
scheme should provide equivalent relief or otherwise prevent the business from paying the
LCLF premium while remaining fully liable for separate onsite abatement, ACCUs or SMCs.

An upstream lifecycle benefit should not be presented as automatically satisfying a facility’s
separate Scope 1 compliance obligation.



8. Operational and regional feasibility

The CCA sector cannot be treated as a uniform road-fuel user. The final design must
address:

e off-road and non-road mobile machinery, including coverage and the practical
availability of compliant substitutes;

¢ OEM warranties, fuel standards and blend limits, storage stability, microbial growth,
oxidation, water management, cold-flow performance and compatibility with high-
pressure common-rail engines;

e regional delivered-price amplification, thin supplier markets and limited access to
qualifying fuel;

e contractor and supply-chain exposure, including costs passed through where the
member is not the obligated entity;

e fixed-price construction contracts and credit-price volatility; and

e trade-exposed industries, including the loss of competitiveness where overseas
producers do not face equivalent fuel or carbon costs;

o overlap with state biofuel mandates, Safeguard, NGER, fuel standards and other
transport or industrial emissions policies.

These constraints require differentiated protections. Regional and off-road users should not
be penalised where a qualifying fuel is unavailable, cannot be supplied on reasonable terms
or is unsuitable for their equipment. Availability, delivered prices, equipment compatibility and
competitive impacts should be monitored before targets increase and should be capable of
triggering adjustment or temporary relief.

The mechanism should also recognise verified electrification and other technology-neutral
reductions from commencement. A business that has already reduced liquid-fuel use by
electrifying vehicles or equipment should receive equivalent recognition for that outcome,
rather than being required to support prescribed LCLF volumes as well. This preserves the
incentive to choose the lowest-cost practical abatement option.

Eligibility should include verified displacement of fossil liquid fuel in both on-road and off-
road applications from commencement. The Consultation Paper’s CBA modelled credit
generation for road-transport electrification but excluded off-road activities. This is a material
omission for the CCA sector, where significant fuel use occurs in loaders, internal haulage,
mobile plant, pumps, generators and other quarry and concrete-production equipment.

Crediting methodologies should therefore cover measurable and additional fuel
displacement from off-road electrification, renewable hydrogen and other technology-neutral
alternatives, provided the reduction is not credited under another mechanism. Available
LCLF can then be directed towards uses for which electrification is technically or
commercially unavailable.

Commonwealth and state requirements must be coordinated so that the same fuel use or
emissions outcome is not regulated, charged or claimed twice.



The final framework should explain plainly how the Commonwealth measure interacts with
state biofuel mandates, Safeguard, NGER, fuel standards and other transport or industrial
emissions policies.

CCAA supports further consideration of book-and-claim arrangements where physical
delivery of LCLF is impractical, provided the framework includes a single registry, exclusive
retirement of attributes, auditable chain of custody and clear rules governing compliance and
corporate claims.

Book-and-claim may provide a means of transferring an emissions attribute, but it should not
be counted as delivering domestic fuel-security, physical supply or regional-availability
benefits merely because an attribute has been transferred. Its treatment under NGER, the
Safeguard Mechanism and product carbon accounting must be expressly defined before
businesses rely on it.

9. Cost-containment and implementation safeguards

If the policy is pursued, the proposed flexibility mechanisms must operate together as a
genuine cost-containment framework. Tradeable credits and banking would allow suppliers
to manage temporary supply variation across years. However, controls would still be
required to prevent excessive accumulation, market concentration and speculative price
volatility.

A transparent, government-set compliance payment should place an effective ceiling on the
price of meeting the obligation. A supplier that makes the payment for a shortfall should be

treated as having fully met that part of its obligation; the payment must not be an additional
penalty while the supplier remains required to purchase scarce fuels or credits. Without this
feature, a nominal buyout would not protect fuel users from extreme compliance costs.

Targets should begin modestly and increase only after verified evidence on fuel and credit
prices, Australian and imported supply, regional availability and sectoral impacts. Scheduled
reviews should be supported by automatic triggers allowing a target to be adjusted or
suspended where costs or shortages materially exceed forecasts. Regular public reporting
should cover credit creation, trading, banking and prices; use of the compliance payment;
Australian and imported volumes; lifecycle values; public assistance; and estimated cents-
per-litre pass-through.

Monitoring should commence with the first compliance period, and a formal review should be
completed no later than 12 months after the first full compliance year rather than merely
initiated by 2032. The legislation should establish objective triggers for an immediate review,
target adjustment or temporary suspension where:

e credit or buy-out prices exceed predetermined levels;

estimated pass-through exceeds a published cents-per-litre threshold;

domestic or imported supply is materially below forecast;

qualifying fuel is unavailable in a region or for a material equipment class;

credit-market concentration or volatility exceeds defined limits; or



o the accounting treatment under NGER or the Safeguard Mechanism has not
operated as represented.

The proposed KPI that the “cost of compliance remains within acceptable bounds” is
insufficiently precise. Acceptable bounds must be defined before commencement and
differentiated by fuel and region. Annual reporting should include:

average and upper-range cents-per-litre pass-through by fuel and region;
e credit prices, transaction volumes and market concentration;

o use of the buy-out mechanism;

e domestic and imported volumes by production pathway;

e regional fuel availability and equipment-compatibility incidents;

e public assistance per litre and per tonne of emissions reduction;

o additional Australian projects reaching FID because of the mechanism;

e administrative costs; and

e emissions reductions separated by domestic inventory, overseas supply chains and
international transport.

The proposed large-user opt-in must also prevent double recovery. Where a user elects to
source eligible LCLF or credits directly, it should receive transparent relief from the
compliance cost otherwise embedded in its supplier's fuel price. The supplier and user
should not both be charged for the same obligation, and the supplier should not recover the
same compliance cost twice.

Conclusion

LCLFs may have an important role where electrification is not technically or commercially
available. That does not establish that the proposed volumetric mandate is the right
instrument or that its benefits exceed its costs.

On the present evidence, the measure could impose material direct and economy-wide
costs; reduce CCA industry profitability and investment capacity; purchase emissions
reduction at a high marginal cost; fail to generate the assumed Australian supply response;
rely on uncertain technology and cost-reduction pathways; and create inconsistent
incentives alongside the Safeguard Mechanism.

CCAA recommends that Government not proceed with the proposed volumetric mandate in
its current form. If policy development continues, CCAA's focus is on containing costs to fuel
users and ensuring that businesses receive appropriate benefit from the emissions
reductions they fund, particularly where they already have obligations under the Safeguard
Mechanism.



The measure should be technology neutral and least cost; supported by transparent
Australian, imported and mixed-supply modelling; aligned with lifecycle, NGER and
Safeguard accounting; and governed by effective trading, banking, compliance-cost cap,
transition, reporting and review arrangements. These protections should be clearly defined,
tested and in place before any obligation commences.
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