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With this, the sixth issue of Eco Investor, I thought

many of our readers might have an interest in how the

magazine is travelling so far.

The answer is very well.

Responses to the concept and the content have been

excellent. There are many thousands of readers who have

a genuine interest in environmental investment, and we

have received many emails of encouragement from

around the world. Thank you for these.

It is now time for our first Reader Survey, which we

will email in the next two weeks. Please keep an eye out

for this as your responses will determine the editorial

direction of the magazine - its content, style and

frequency.

Eco Investor is very much an experimental magazine

focusing on an emerging investment area, making it in

some ways a world leader. Among similar publications is

an environmental finance magazine in the UK, a solar

energy investment magazine and web site in Germany,

and a couple of cleantech web sites in the US.

Eco Investor in Australia is part of this small group of

initial publications focusing solely on environmental

investment. As well as the content this also makes the

magazine itself exciting.

Eco Investor also has an experimental business model

- a full magazine based only on advertising revenue with

free circulation and using only the internet for

distribution. This wasn’t possible a few years ago.

We would like to make this model work and have

appointed a National Advertising Manager - Philip

Thomson - to help us achieve it. Philip is very experienced

with over 25 years in magazines and media sales. If you

have an interest in advertising or would like to know

more, Philip would be pleased to hear from you.

So please enjoy this latest issue, get your friends and

colleagues to send us their email address to receive Eco

Investor, and please look out for our Reader Survey.

Victor Bivell

Editor
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New US Cleantech and Clean
Energy Indices

Two major US stock markets, NASDAQ and the

American Stock Exchange, have both announced new

stock market indexes for the clean energy and cleantech

sectors respectively.

Last month NASDAQ in association with Clean

Edge, Inc launched the NASDAQ Clean Edge US

Index to track the performance of US listed clean

energy companies. The five major sub sectors in the

Index are renewable electricity generation, renewable

fuels, energy storage and conversion, energy

intelligence, and advanced energy related materials.

“This index will bring much needed attention, focus

and definition to a sector that is already playing a lead

role in addressing the global energy crisis,” said

NASDAQ executive vice president, John Jacobs.

Clean Edge, Inc co-founder, Ron Pernick, said

“Clean Edge has been tracking the growth of clean-

energy markets and companies for more than five

years. This index represents the further advancement,

maturing and mainstreaming of the clean energy

sector.”

The index is calculated using a modified market

capitalization methodology.

NASDAQ said it can calculate indexes that include

securities listed on NASDAQ, the New York Stock

Exchange, and the American Stock Exchange.

In January the American Stock Exchange and the

Clean Tech Capital Group LLC announced the

Cleantech Index of 75 publicly traded cleantech

companies with a

combined market

capitalization of

over US$100 billion.

Companies in the

index have at least

50 per cent of their

sales from cleantech

products and

services. Cleantech

is defined as any

knowledge based

product or service

that improves

operational

performance, productivity or efficiency, while

reducing costs, inputs, energy consumption, waste or

pollution.

The two organizers said that back testing of the

index for the past three and five years suggested that the

index had significantly outperformed the S&P 500 and

NASDAQ indices.

“The Cleantech Index will provide investors with a

vehicle to diversify into the emerging ‘cleantech’

investment category while helping bring greater

liquidity to publicly traded cleantech companies and,

by doing so, encourage capital formation for privately-

held cleantech enterprises with strong IPO potential,”

said Nicholas Parker, chairman of the Cleantech

Capital Group.

The index will be rebalanced each March, June,

September and December. There is discussion about

forming an exchange traded fund to track the index.

Half a Billion Dollar Biomass
Deal

In a deal worth over $500 million, Brisbane

company Pulse Energy has signed an agreement to

invest $160 million to build 11 biomass power stations

in China, starting mid this year.

Qld premier Peter Beattie said the company has also

secured fuel supply contracts that will facilitate at least

30 more power stations, at an investment of $420

million, over the next three to five years.

The project will utilise CSIRO technology and

sugar cane waste (biomass) to efficiently produce

power, and see Queensland emerge as one of the

leading biomass technology states in the world, he said.

Pulse Energy's director of Business Development,

Damien Weis, said the use of biomass energy had the

potential to greatly reduce greenhouse gas emissions,

which would set up a new industry in the China region

for collecting and processing waste sugar cane.
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“There will be less pollution in the air, as they stop

burning the waste in the field and start producing a

cleaner energy -- not to mention new industry in the

area through increased electricity supply,” he said.

“Pulse Energy's aim is to assist China in reaching

their goal of renewable energy representing 15 per cent

of the total generated power -- China has committed

US$180 billion to the project over the next 15 years.

“We are going to be one of the first companies in the

world to take advantage of new electricity tariffs in

China which are very favourable to biomass,” Mr Weis

said

Pulse Energy views the project as a platform for

future growth in the region and is actively seeking new

projects on a global scale. It is currently working on

projects in Cuba, Mexico, the Caribbean, the Pacific

and China.

Lower Emission Future
Achievable

An economic evaluation of how to achieve emission

reductions in the Australian electricity sector shows

that a 40 per cent reduction from current emission

levels can be achieved in the electricity sector by 2030

using today’s electricity generation technology and

knowledge about energy efficiency.

The study used only existing technologies to reduce

emissions including energy efficiency, natural gas and

renewable energy. However, it is likely that new, low

cost technologies will also emerge.

The study, by AGL, Frontier Economics and WWF-

Australia, says growing industrial and household

electricity demand can still be met.

While there are costs to the Australian economy,

these can be minimised and managed by staging the

emission reduction pathway carefully during the next

24 years.

Meanwhile, the development of new low and zero

emission technologies could further reduce the costs.

The study shows that the cost to Australian society

of reducing greenhouse gas emissions from the

electricity sector could be limited to between $5.19

billion net present value (NPV) and $24.16 billion

NPV, depending on the pathway chosen and whether or

not large-scale measures to use energy more efficiently

are put in place. “This represents a one-off cost of

between $252 NPV and $1,172 NPV per Australian

today, or $0.43 - $2/week per person each year to

2030,” it says.

The study shows that “the cost can be minimised by

immediately setting an emission target of 120 million
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tonnes for 2030 and adopting a ‘Staged’ pathway to

reach it, starting in 2007. The Staged pathway would

allow existing power stations to be withdrawn towards

the end of their economic life and new and replacement

power stations to use low and zero greenhouse gas

emission technology.”

The objective of the modeling approach used was to

meet electricity demand at the lowest possible cost,

subject to policy and technology constraints.

The report says “It is generally accepted that

present-day climate change is largely caused by

increasing concentrations of greenhouse gases in the

atmosphere due to human activities, such as the burning

of fossil fuels to generate electricity.

“By 2100, the average surface temperature is likely

to increase by between 1.4ºC and 5.8ºC .

This is likely to lead to significant changes in

temperature and rainfall and more severe storms,

droughts and cyclones. This in turn could destroy

homes, buildings and infrastructure, affect human

health, lead to widespread civil and political unrest

internationally and result in the extinction of many –

possibly up to a million – animal and plant species.

“A scientific consensus is beginning to emerge that

a rise of average global temperature should be limited

to no more than 2ºC above pre-Industrial Revolution

global temperatures to avoid dangerous climate

change.

“To stay below this threshold, the CSIRO and

international scientific community are calling for

reductions in greenhouse gas from developed countries

of 60 per cent below 1990 levels by 2050. This will

require action now if it is to be achieved.”

Invest in Our Rivers, says
Greening Australia

Australians are being encouraged to invest in our

rivers with a major campaign by Greening Australia to

raise money to rehabilitate seven of Australia’s failing

rivers, one in each state and territory.

Greening Australia says that despite their economic,

social and environmental value, many of our key rivers

are dying or are in need of urgent attention. For

example: 85 per cent of economically key rivers have

been irrevocably changed, 90 per cent have sediment

loads higher than normal, 33 per cent have aquatic life

that is suffering due to poor water quality, salt loads are

increasing, and more than 50 per cent have eroded

riverbanks that cannot support native plants and

animals.

The Greening Australia program aims to reverse the

damage and fund this by creating partnerships with

business leaders, scientists, community organizations

and government. The first seven rivers it has targeted

are: the Yarra and Coliban in Victoria, the lower

Murray in South Australia, the Hutt River in Western

Australia, the Katherine River in the Northern

Territory, the Burdekin River in Queensland, the

Hawkesbury-Nepean in New South Wales, and the

Boorowa River in the Capital Territory and southern

NSW.

Every $30,000 can save one kilometre of river, and

donators can nominate which river their donation

should assist. Greening Australia is calling the

donations investments in our future and has developed

a co-investment program. Community level donations

from individuals commence at $25 per month.

Sponsorship ranges from $25,000 to $300,000 per

annum. The Partnership level ranges from $100,000 to

$500,000 per annum. Alliance level investments range

from $200,000 to $600,000 and more per annum.

These also allow for corporate branding, promotion

and involvement, and full reporting is provided as each

project progresses.

Further information is available from Greening

Australia’s state offices or its national office on 02

6281 8585.
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Water Management an Issue
for Investors

More than half of Australia’s top 50 companies do

not tell investors about their use of water, despite the

growing importance of water management, says a

report by BT Financial Services.

The investment sector has a crucial role to play in

providing market signals and investment strategies to

stress the importance of short and long term water

management, said Duncan Hodnett, manager

Sustainable Investments with BT.

Mr Hodnett said the business case for companies to

address the risks associated with water scarcity is

getting stronger. “Stakeholders are increasingly

nervous about a company’s water use. Several factors

contribute to this concern, such as increasing cost, not

only in terms of financial bottom line impact, but from

the environmental and social perspectives. Freshwater

pollution is continuing to increase unabated - so too

does the net extraction rate,” he said.

“Where there is stress on water management, be it

financial, social or environmental, it is incumbent on

companies to mitigate risks on behalf of their

stakeholders, and look for viable sustainable solutions.

Inertia and lack of leadership is no longer an option,”

says the paper.

“Leading investment institutions can protect

shareholder value and identify investment

opportunities by favouring companies that demonstrate

sound risk assessment, implement best practice water

management, and commercialize water conservation

technologies.”

With the Australian public increasingly taking water

conservation seriously, “this shift in public behaviour

creates opportunities for business to provide products

which enable further water savings, particularly in

water intensive areas. Additionally, business has the

opportunity to enhance reputation and build trust by

reporting their water consumption statistics and efforts

to conserve water,” it says.

The paper found that only 12 of the S&P/ASX top

50 companies disclose their annual water use, six

disclose water use by type, 11 give trend data on use,

and only four disclose use, type and trend data. Another

11 companies provide some, partial information. The

27 companies with no disclosure include some major

water users or companies with potential risk exposure

to changes in water pricing or availability.

Mr Hodnett said the paper summarizes the business

risks around water management relevant to investors,

and looks at the paper and forestry, food and beverage,

resources and manufacturing sectors.

Some sectors that seem benign, such as high tech,

are in fact high water users with, for example, the

manufacture of each 300 mm silicon chip requiring

8,622 litres of de-ionized fresh water.
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Business Council Criticizes Budget

The Business Council for Sustainable Energy

(BCSE) has criticized last month’s Federal Budget,

saying it is a wasted opportunity to address

fundamental climate change policy challenges.

At a time when Australia is experiencing

unprecedented economic prosperity, the government

has failed to bullet proof our economic future by

preparing for a carbon constrained world, said BCSE

executive director, Ric Brazzale.

Although more and more studies are demonstrating

the capacity for the economy to absorb the structural

changes needed to curb emissions, the ongoing delay in

pricing greenhouse emissions is creating barriers to

investment into cleaner energy and consigning our

growing greenhouse liability to future generations to

deal with when times may not be so buoyant, he said.

“Billions of dollars of investment will be required if

we are to meet our future energy needs yet the delay on

action is creating significant investment uncertainty for

renewable energy, gas, energy efficiency - and even

cleaner coal technologies,” he said.

Meanwhile a BCSE report into the Victorian

Renewable Energy Target says that a fifth of Victorian

homes will have zero emission electricity under the

proposed scheme at the barely discernible cost of less

than $1 per month to each household.

The report’s author, BCSE Policy and Research

Manager, Tristan Edis, said the Victorian scheme will

drive the development of a number of major power

infrastructure projects with investment of $1 billion and

provide another $2 billion in flow-on stimulus to the

economy. It will create around 10,000 new jobs mostly

in regional and rural Victoria while having a negligible

net cost to industry and households.

The Victorian Renewable Energy Target aims to

have 10 per cent of Victoria’s electricity supplied from

renewable sources by 2010.

WA Government Criticizes Federal
Wind Farm and Nuclear Policies

Federal Environment Minister Ian Campbell's push

to require unanimous public support for new wind farm

projects is unbelievable and at odds with his approach

to other projects, said West Australian Planning and

Infrastructure Minister, Alannah MacTiernan.

Senator Campbell wanted Australians to believe

that his proposed national wind farm code was all about

listening to the wishes of local communities, but he

failed to acknowledge that there was also strong local

support for Denmark's wind farm project and that

communities rarely had a single opinion on these

matters, she said.

Ms MacTiernan said Senator Campbell needed to

explain why only wind farms were getting this special

treatment. “Is the Senator going to oppose all

developments based on their popularity -- or lack of it --

and will he apply the popularity rule to roads,

brickworks, nuclear dumps and coal--fired power

stations?” she asked.

“For instance, should the Minister not be listening to

the local community and the local council on the

controversial proposal to build a nuclear fuel dump in

the Northern Territory? In Perth, the Senator has been a

vocal supporter of other projects like Roe Highway

Stage 8, which many in the community have protested

against.” Senator Campbell has also campaigned for

the Fremantle Eastern Bypass, which the local council

has consistently voted against, she said.

Ms MacTiernan said when there was a pet project

which had Senator Campbell's support, he took a

completely different attitude on the question of local

opposition. “The inescapable conclusion is that Senator

Campbell's anti-wind farm stance is more about

supporting a push for a nuclear power station coming

from within Liberal ranks,” she said.

“They do not want a viable, growing renewable

energy sector in this country because it diminishes their

case for nuclear energy. Senator Campbell has clearly

demonstrated his disregard for renewable energy by

putting the kibosh on two wind farms.”

Western Australia could become home to dozens of

small community--based nuclear power plants if the

Federal Liberal Party got its way, said WA

Environment Minister, Mark McGowan.

Mr McGowan was criticizing comments by WA

federal Liberal MPs Senator Ian Campbell and

Tangney MHR Dennis Jensen.

An article in the West Australian newspaper

reported that Mr Jensen 'would have no problem with a

nuclear power station in his electorate as long as it was

a safer fourth generation reactor'. The same article also

reported that 'Federal Environment Minister Ian

Campbell has backed the idea of a nuclear reactor in

WA'. The article goes on to say that another Federal

Liberal member Barry Haase 'supports storing nuclear

waste in the Goldfields'.

Mr McGowan said the hypocrisy was astounding.

“Senator Campbell has blocked plans for a three--

turbine wind farm producing up to 2.4 megawatts

because a handful of local residents do not support it --

but he is prepared to build a nuclear reactor in a WA

community,” the Minister said.

Page 8 Eco Investor June-July 2006



Major Gas Pipeline Investment
Incentives

The Federal Government has introduced to

Parliament the Energy Legislation Amendment Bill

2006 which provides the framework for two new

incentives for investment in new natural gas pipelines.

The first incentive will allow proponents of new

pipelines to seek a full exemption from regulation

under the gas access regime for the first 15 years of

operation. The second permits an exemption from price

regulation for proposed international transmission

pipelines delivering foreign gas to Australia.

“These ‘greenfields incentives’ are about cutting the

regulatory burden, to make Australia's energy market a

more attractive place in which to invest. They will grow

our energy market while building our security and

diversity of energy supply,” said Industry Minister, Ian

Macfarlane. “It is absolutely critical that investors can

get regulatory certainty, in a clear but light-handed

fashion, and these changes will go a long way towards

helping projects such as the PNG gas pipeline proposal

get off the ground.”

Applications for the incentives will be assessed by

the National Competition Council before the relevant

Minister makes the final decision to grant exemption.

The initiatives were recently introduced into the

national gas access regime following agreement by the

state, territory and federal energy ministers on the

Ministerial Council on Energy (MCE). They form part

of the MCE's response to the Productivity Commission

Review of the Gas Access Regime, which was released

on 9 May 2006.

“This will stimulate investment and make sure

Australia’s gas infrastructure can grow to meet our

rising energy demand. It's a lighter handed regulatory

regime for gas pipelines with an overarching objects

clause to guide regulatory decisions.”

The full MCE response to the Productivity

Commission Review can be found at www.mce.gov.au

Changes Bring Personal Liability for
Directors and Management

Changes to the NSW Protection of the Environment

Operations Act which came into force last month are

too sketchy and onerous for company directors and

senior management, said David Newhouse, National

Leader, Deloitte’s Environment and Sustainability

Group.

The changes remove the “no knowledge defence”

which leaves directors and executive officers exposed

and personally liable for the corporation’s

environmental offences, unless they can show “all” due

diligence.

However, “Directors and senior management will

find it extremely difficult to rely on an “all” due

diligence defence without ensuring their organisation is

taking action to put in place internal and external

controls,” said Mr Newhouse. “Organisations will need

to ramp up their environmental systems and heavily

rely on third party audits,” he said.

However, the “all” due diligence defence is an

extremely uncertain one as there has never been a case

in Australia, and the NSW Environmental Protection

Authority has provided little guidance.

The requirement for internal audit of environmental

management systems, incorporation of environmental

risks into the risk management framework, and the

need to report accurate information to directors,

executive and managers will be more important than

ever before, said Deloitte.

“While the increase in penalties for environmental

offences is warranted, there is uncertainty around the

scope for director and senior management liability

which make these changes untenable.”

Company directors and senior management could

face fines of up to $1 million and/or seven years

imprisonment for ‘serious environmental offences’.

Changes to the Act were passed by Parliament on 24

November 2005 and commenced on 1 May 2006. Other

key changes include:

1. Increasing maximum penalties. Maximum

penalties for corporations will be $5 million and

individuals $1 million and/or seven years

imprisonment.

2. Expansion that Licence holders must be a fit and

proper person. The changes broaden matters that the

Department of Conservation and Environment can

consider in determining whether someone is a “fit and

proper person” to hold an environment protection

licence.

3. New land pollution offence. Under the changes, it

will be a strict liability offence to pollute land. The

maximum penalty for a corporation will be $1 million

and $250,000 for an individual.

4. New transportation of waste offence. As owners

of waste, corporations may be liable for any pollution

caused from the transportation of waste by their

licensed waste contractors, with the maximum penalty

for a corporation $1 million and $250,000 for an

individual. Accordingly, the corporation can no longer

contract out the transportation of waste to a licensed

contractor and forget about where the waste ends up.
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United Nations Supports
Environmental Investment

A group of 50 of the world’s largest institutional

investors representing more than US$4 trillion in assets

have backed the United Nations’ Principles for

Responsible Investment, which has been launched by

UN secretary general, Kofi Annan.

Mr Annan said that in early 2005 he invited a group

of leaders from the international investment

community to develop a set of global best-practice

principles for responsible investment.

“That initiative had its roots in the growing

understanding that while finance fuels the global

economy, investment decision-making and ownership

practices do not sufficiently reflect social and

environmental considerations. Indeed, I was concerned

that the tenets of sustainable development, despite

increasingly strong political backing and grassroots

support, would continue to have a hard time gaining

traction unless they were better integrated into

investment analysis and assessment.

“One of the main problems has long been the

troubling disconnect between corporate responsibility

as a broadly stated management imperative, and the

actual behaviour of financial markets, which are too

often guided primarily by short-term considerations at

the expense of longer-term objectives.

“In recent years, even as more and more companies

have embraced corporate responsibility – including

through the UN Global Compact initiative – their

efforts, with only rare exceptions, have not been

recognized or rewarded by the financial community.

This does not mean there is a lack of interest or desire

on the part of investors. Rather, the predominant factor

has been the absence of a set of common guidelines that

individual and institutional investors can use to assess

risks and opportunities fully.

“The Principles for Responsible Investment respond

to this need,” he said and have been developed by the

world’s leading institutional investors.

The six principles are:

1. Incorporate environmental, social and corporate

governance (ESG) issues into investment analysis and

decision-making processes.

2. Be active owners and incorporate ESG issues into

ownership policies and practices.

3. Seek appropriate disclosure on ESG issues by the

entities in which institutions invest.

4. Promote acceptance and implementation of the

Principles within the investment industry.

5. Work together to enhance effectiveness in

implementing the Principles.

6. Report on activities and progress towards

implementing the Principles.

The six Principles, which are voluntary, are

underpinned by a set of 35 possible actions that

institutional investors can take to integrate ESG

considerations into their investment activities.

“We are proud to endorse the Principles, which

recognize that social and environmental issues can be

material to the financial outlook of a company and

therefore to the value of our shares in that company,”

said Denise Nappier, Treasurer of the State of

Connecticut, who is the principal fiduciary of US$23

billion in pension fund assets.

“Financial markets tend to focus too heavily on

short--term results at the expense of long--term and

non--traditional financial fitness factors that could

affect a company’s bottom line. For many institutional

investors it is the long--term that matters and in this

context environmental, social and governance issues

take on new meaning.”

First Bank Intermediated Carbon
Credit Sale

Pacific Hydro Ltd has participated in what is said to

be the first bank intermediated carbon credit transaction

under the Kyoto Protocol’s Clean Development

Mechanism.

Pacific Hydro’s newly opened 3 megawatt Nagado

hydroelectric project in Fiji joins the already

operational 6.5 megawatt Wanikasou hydroelectric

project and together they will generate greenhouse gas

savings of 25,000 tonnes per annum, says Pacific

Hydro.

The annual greenhouse gas savings have been

certified and will be sold as Certified Emission

Reductions (CERs) on the International Carbon

market, guaranteed for seven years.

Pacific Hydro’s chief executive, Rob Grant,

expressed support for the Fijian government’s

commitment to seeking out greenhouse gas neutral

energy alternatives. However, the company said that in

Australia business leaders have made repeated calls for

the Federal Government to implement a national

carbon trading scheme that would provide an incentive

to reduce greenhouse gas emissions. However, the

government continues to deny such a system is

economically viable or warranted here, said the

company.

“Economically, the CERs from these projects are

worth millions on the international carbon market and

this is just one very small project,” said Mr Grant.
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“Although Australia is currently missing out on these

opportunities, I’d like to think the AP6 process will

deliver something for business here.”

Pacific Hydro is also to build an additional 38

megawatt hydroelectric project in Fiji at a cost of $102

million and due for commissioning in mid 2008. The

CERs from the project will be four times larger than

from the two projects already built, and will also be sold

on the international carbon market.

World Leading Ecovillage Wins
Sustainability Award

Gold Coast eco-development company Landmatters

Currumbin Valley Pty Ltd has taken out the top prize in

the inaugural Queensland Environmental Protection

Agency Sustainable Industries Awards.

Qld Environment Minister Desley Boyle said

Landmatters took out the Sustainability in Urban

Development or the Built Environment category and

managing director Chris Walton won the top accolade

Minister's Award for Leadership in Business

Sustainability.

“Landmatters have won for their residential

development The Ecovillage and managing director

Chris Walton has been recognised for his vision in

making it a reality,” Ms Boyle said.

“The Ecovillage is an ecologically--sustainable

village with 144 homes built on a 110 hectare site in the

Gold Coast hinterland. It has been planned to be self--

sustaining in water, energy and waste and provides a

high degree of self--sufficiency by creating edible

landscapes and streetscapes and household farming,”

said the minister.

“All of this has been achieved while retaining 80 per

cent of the site as open space and more than 50 per cent

as environmental reserve. The natural vegetation has

been largely preserved and the site improved with

extensive native plant revegetation and extensive

wildlife corridors.

“At the same time, waste minimisation and

recycling strategies have helped to reduce the human

impact on the site,” Ms Boyle said.

The winners across six different categories had been

selected from a total of 115 entries and showcased

Queensland's “champions of sustainability”, she said.

“The state's first industry sustainability awards

highlight the effort being made by many businesses to

implement sustainable practices that are good for the

environment and the balance sheet. Sustainable

industries are about smart strategies like eco--

efficiency, socially--responsible investment and

building competitiveness through sustainability.”

The winners in the other categories were:

* Industrial Eco--efficiency Award - Fosters

Australia Brewery, Yatala.

* Corporate Sustainability Award - North

Australian Pastoral Company Pty Ltd.

* Innovation in Sustainable Technologies - Biolytix

Wastewater Treatment System, Maleny.

* Sustainability in Public Sector or Community

Initiatives - Gold Coast Water -- Home WaterSaver

Service.

* Rural Sustainability Award - Pacific Coast Eco

Bananas, Mourilyan.

Overwhelming Demand for Snowy
Hydro Prospectus, but Float Pulled

Public demand for the privatization and public

listing of Snowy Hydro proved overwhelming with the

company recording over 130,000 pre-registrations for

the prospectus in the first week alone. Despite this the

Federal Government, followed by the NSW and

Victorian governments, suddenly withdrew from the

float, depriving investors of what would have been one

of Australia’s premier renewable energy investment

opportunities. The withdrawal was comprehensively

criticized in the financal press.
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How Green Are The Ethical
Funds?

By Adrian Herbert

Investors increasingly want to ensure their savings

are not invested in activities of which they disapprove.

Much of this investment flows into ethical or socially

responsible managed funds and the sector’s total of

funds under management has more than doubled over

the past three years to about $5 billion. Environmental

matters are the primary concerns for many of the

investors in these funds, and this raises the question:

just how green are ethical investment funds?

The answer is clearly nowhere near as green as

investors might believe.

The reasons for this start with the funds’ origins.

Ethical investing existed as early as the 1920s

mainly sponsored by church organisations which

avoided investing in areas such as alcohol, tobacco and

gambling. In the 1970s, opposing the Apartheid regime

in South Africa became a key target of funds

internationally and attracted wider interest to this form

of investment. Secular ethical investment funds first

gained prominence in Australia in the 1980s. These

funds were focused on investing in businesses which

followed good social principles. This ruled out

investment in companies which caused serious

environmental damage but environmental issues were

not primary considerations.

Over the past two decades investors’ concerns have

widened and environmental issues have become the

main concerns for many investors. As a result, the focus

of funds has widened with “sustainability” now being a

key word for some but few have a primary focus on

protecting the environment.

Across the entire sector, managers describe their

products as ranging from “light green” to “deep green”

but this is not a direct indication of their environmental

credentials, rather of levels of social responsibility.

Phillip Gray of research house Morningstar says

“Ethical investing comes in many shades ... from our

perspective, we would want investors to know and feel

comfortable with what they’re investing in.”

Most of the funds are clearly at the light green end of

the spectrum.

This is significant. Many of these funds invest in

contentious areas like mining and some are exposed to

uranium mining, which is controversial.

We picked a number of retail funds which invest in

Australian shares for closer examination.

The funds examined were: Hunter Hall Australian

Value Trust, Australian Ethical Investment Balanced

Trust, Challenger Socially Responsive Fund, AMP

Capital Sustainable Australian Share Fund and BT

Australian Sustainability Share Fund.

The specific ethical or social responsibility

objectives of these funds depend on their charters, but

the methods of selecting investments are generally

similar. They start with negative screening - that is

screening out activities pre-defined as being

undesirable. Some also employ positive screening - that

is they screen potential investments to include activities

pre-defined as favourable.

Funds which employ negative screening only are

described within the sector as “light green” while those

that employ positive screening are “dark green”.

Negative screening is generally used to rate

companies on ethics and social responsibility before

financial factors are taken into account. Some

managers, however, select potential investments on

financial factors first and then screen them for ethics

and social responsibility.

Ethics is considered to include factors such as

working conditions and business practices. Social

responsibility includes a wide range of concerns such as

not being involved with armaments, tobacco, alcohol or

activities which are harmful to the environment.

Negative screening appears to be tuned to the net

effects of a company’s activities. Consequently, a

company which is mainly involved in ecologically

benign activities but also has some involvement in
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undesirable activities may not be excluded.

BHP Billiton is a prime example. As a result of the

takeover of Western Mining, BHP Billiton now owns

the Olympic Dam uranium mine in South Australia,

one of the world’s largest producers of uranium.

Despite this, a number of ethical or socially responsible

funds have retained holdings in BHP Billiton, and for

some it represents a large proportion of their portfolio.

These include the AMP Capital Sustainable

Australian Share Fund, BT Australian Sustainability

Share Fund, Challenger Socially Responsive

Investment Fund and the Glebe Large Cap Equities

Trust. (This fund was not examined as the manager,

Glebe Asset Management - owned by the Anglican

Church of Sydney - is closing its business and is in the

process of terminating its funds and returning cash to

investors.)

Morningstar’s Phillip Gray says “We would want

investors to be aware of situations which they might not

necessarily expect. I think the ordinary person on the

street, if asked what they would consider to be an

“ethical” fund, for example, would not necessarily

expect to see BHP Billiton ...”

Some fund managers have stated their continuing

opposition to mining uranium or using it for power

generation. But the organisation which represents

socially responsible and ethical funds managers, the

Ethical Investment Association (EIA), appears to be

sitting on the fence.

Responding to the Federal Government’s decision

to give the green light to uranium sales to China, the

EIA stated “In a short space of time Australia’s staunch

anti-nuclear stance has been softening. In addition to

the emergence of recent trade opportunities, supporters

have cited climate change imperatives to justify the

inclusion of nuclear energy as a low carbon component

of Australia’s energy mix. In the face of this change,

opponents stand firm claiming that storage, disposal

and national security are unresolved issues ...”

But even in funds where negative screening is tuned

to eliminate investment in ecologically damaging

sectors - mining being the obvious example - it will not

necessarily boost investment in activities which have a

positive effect on the environment. Rather, it may

simply result in increasing exposure to sectors which

can be regarded as having a neutral effect - financial

services and engineering for example.

Positive screening is required to ensure that funds

predominantly invest in businesses which provide

environmental positives as opposed to simply avoiding

those that harm it. Positive screening was found to be

used by a minority of the funds examined.

Richard Whan, an investment adviser with

Victorian specialist firm Ethical Investment Services,

says investors who seek advice from his firm place

corporate governance, sustainability and preserving the

environment at the top of their list of concerns. Many

have strong views on sectors which they want to avoid

and to which they wish to gain exposure. Uranium

mining tops the list of environmentally undesirable

activities.

He says few of the ethical and socially responsible

managed funds meet the criteria of these investors but

considers Australian Ethical Investment to be an

environmentally sensitive fund manager, and awaits a

proposed new “dark green” fund from Hunter Hall with

interest.

Australian Ethical Investment executive director

James Thier says the manager operates both negative

and positive screening and has been confirmed as a

“dark green” manager by independent research house

Lonsec.

Australian Ethical is committed to ecologically

sustainable and ethical investment and considers that to

exclude uranium mining, he says.

Mr Thier says the Balanced Trust has invested in the

unlisted Australian Government supported CVC

Renewable Energy Equity Fund - which invests in

emerging renewable energy companies - and has direct

investments in companies such as energy major Origin

Energy, which has extensive natural gas reserves and is

Australia’s largest producer of coal seam gas; methane

gas producer Energy Developments; renewable energy

company Novera; and bio-degradable packaging

company Pro-Pac.

The Balanced Trust also invests in promising new

technologies which may promote ecological

sustainability. These include Geodynamics, which is

working on clean production of electricity by

producing steam by injecting water into hot rocks deep

underground, and Ceramic Fuel Cells which is

developing small scale, highly energy efficient, low

pollution power generation units.

Waste management and recycling are also areas in

which the Balanced Trust has investments with

shareholdings in companies such as Baxter Group of

Melbourne, international metals recycler Sims Group

and Waste Management which has operations in

Victoria, South Australia, NSW, and Queensland.

Waste Management recently accepted a takeover

proposal from Transpacific Industries which Mr Thier

said may require a reassessment of this investment.

Aside from waste management, Transpacific Industries

is involved in importing, selling and servicing heavy

trucks.
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Australian Ethical Investments also manages the

Ethical Equities Fund and the Large Companies Share

Fund, both of which have a significant number of listed

companies involved in environmentally positive

activities. In fact these could be seen to be the greenest

of the Australian ethical funds.

All three AEI funds also have an allocation to

international ethical equities. AEI also supports some

early stage ventures in environmentally positive areas

through private equity investments and direct loans.

Australian Ethical Investment’s portfolios for each

of its funds can be viewed on its website:

www.austethical.com.au.

AMP Capital Investors says its AMP Sustainable

Future Australian Share Fund seeks out industries of

the future - companies which are providing solutions to

social and environmental challenges, for example in

healthcare, renewable energy and education. The fund

also invests in leaders within traditional sectors that

exhibit high levels of corporate social responsibility.

The fund’s top ten investments are: BHP Billiton

(10.9 per cent), ANZ Banking (6.9 per cent), Westpac

Banking (5.5 per cent), Woodside Petroleum (4.0 per

cent), Commonwealth Bank (4.0 per cent), QBE

Insurance (3.9 per cent), Macquarie Bank (3.6 per

cent), National Australia Bank (3.3 per cent), CSL

Limited (2.7 per cent), St George Bank (2.6 per cent).

Challenger Financial Services says its Challenger

Socially Responsive Investment Fund uses both

negative and positive screens. Potential investments are
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Name Status Ongoing Start Net Assets Total Return Total Return Total Return

Fee %pa Date $m 1 yr % 3 yr %pa 5 yr %pa

Retail Trusts

AMP FLI - AMP Sustainable Future Aust Share Open 2.15 16-Feb-01 12.68 42.35 26.79 14.93

Australian Ethical - Equities Open 1.99 19-Sep-94 144.38 22.79 19.91 8.77

Australian Ethical - Large Companies Share Open 2.00 1-Sep-97 105.67 25.16 22.23 11.81

BT Classic Investment - Ethical Share Closed 2.50 1-Aug-01 2.38 41.68 30.37 —

BT Inv Choice - Westpac Sust Fund Aust Shares Open 2.15 9-Oct-01 3.80 34.74 22.20 —

BT PPSI - BT Institutional Aust Sustain Share Open — 5-Oct-01 2.01 36.42 23.97 —

BT PPSS - Australian Sustainability Shares Open 1.25 17-May-02 0.50 32.03 21.42 —

Challenger Socially Responsive Investment (Retail) Open 2.10 14-Apr-89 13.59 33.32 21.08 13.63

Glebe - Large-Cap Equities Open 1.90 25-Jul-97 8.69 34.38 23.57 13.47

Glebe - Small-Cap Equities Open 1.90 25-Jul-97 19.33 31.38 31.13 15.69

Hunter Hall - Australian Value Open 1.86 30-Nov-01 124.21 32.67 18.11 —

IOOF/Perennial Flexi Trust-Socially Responsive Share Open 2.27 24-Sep-01 0.15 36.79 25.57 —

Averages for "ethical" retail share funds 2.01 36.45 33.64 23.86 13.05

Averages for "non-ethical" retail share funds 1.84 101.00 35.65 24.32 12.87

Performance data to 30 April 2006

Performance of Australian Ethical Funds - To 30 April 2006

Source: Morningstar



first screened to rule out those that do not meet socially

responsive investing principles. Companies that pass

are then ranked via detailed analysis.

The top five investments in the Challenger Socially

Responsive Investment Fund are: BHP Billiton,

Brambles Industries, Commonwealth Bank, Mayne

Pharma and Mirvac Group.

Sector exposures are: financials 39 per cent,

consumer discretionary 12 per cent, industrials 11 per

cent, materials 9 per cent, health care 7 per cent,

property trusts 6 per cent, consumer staples 4 per cent,

energy 3 per cent, utilities 2 per cent.

The Hunter Hall Australian Value Trust (AVT)

follows a mandate which excludes investments harmful

to people, animals or the environment.

Chief executive David Buckland says all of the

Hunter Hall trusts use the same negative screening

procedure. This rules out investment in companies that

profit from armaments, tobacco, gambling, cruelty to

animals, destruction of the environment and uranium

mining.

But he says the manager does not specifically avoid

investing in businesses engaged in mining and has

always been open about that.

Hunter Hall states on its website “We are of the view

that mining does not necessarily cause permanent

damage to the environment, provided that due attention

is paid to site remediation, control of contamination,

worker safety and the welfare of any nearby

population.”

The AVT portfolio is focused on small and medium

sized manufacturing, service and distribution

businesses.

The current top ten investments are: RCR

Tomlinson, engineering services (9.2 per cent);

Ausdrill, drilling (8.5 per cent); PCH Group,

construction equipment hire (7.4 per cent); Structural

Systems, engineering (5.9 per cent); Macmahon

Holdings, contracting (5.4 per cent); Lighting

Corporation, lighting (4.9 per cent); Customers

Limited, electronic transaction services (4.2 per cent);

Promentum, printing (4.2 per cent); Legend

Corporation, semiconductors (4.0 per cent); Colorpak,

packaging (2.7 per cent).

Mr Buckland says interest in specifically

environmentally positive investing is growing and

Hunter Hall plans to meet this with a new negative and

positively screened Global Deep Green Trust which he

hopes will be on offer by September.

He says the new trust will invest in Australia and

New Zealand but will be given a world focus as

opportunities for environmentally favourable

investments are much greater overseas, particularly in

Europe and Japan where environmentally focused

businesses are more mature and governments provide
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more support for initiatives such as alternative forms of

power generation.

Further information regarding the AVT portfolio is

available in the annual report accessible via the

manager’s website: www.hunterhall.com.au

The BT Australian Sustainability Share Fund

applies a triple bottom line best of sector approach to

select companies from the ASX 200 Leaders Index,

says BT Funds Management’s Manager Sustainability

Investments, Duncan Hodnett.

The fund’s selection criteria was developed in

conjunction with the Monash Centre for Environmental

Management.

Mr Hodnett says potential investee companies are

first assessed on environmental and social factors and

then on financial considerations to identify best in

sector performers in all three categories. He says this

selection method is quite different to those used by

ethical funds and produces a portfolio slanted toward

companies which contribute positively toward

environmental sustainability.

The portfolio includes resources sector companies

but Mr Hodnett says these have all recorded sector-

leading environmental performance.

BT Funds Management previously also managed

one fund which was slanted toward ecologically

minded investors, the Australian Eco-Share Fund. This

was terminated for retail investors earlier this year with

most investors accepting an option to transfer to the BT

Australian Sustainability Share Fund. It is, however,

being continued for one major institutional investor.

The top ten investments in the BT Australian

Sustainability Share Fund portfolio are: ANZ Banking

Group, Macquarie Communications Infrastructure

Group, QBE Insurance Group, Macquarie

Infrastructure Group, Macquarie Countrywide Trust,

Metcash Trading Ltd, Oil Search Ltd, Woodside

Petroleum, Mayne Pharma, Henderson Group PLC.

Further information regarding the BT Australian

Sustainability Share Fund, including a full list of

investments, can be found on the manager’s website:

www.btfunds.com.au

While ethical and socially responsible funds clearly

cannot be regarded as environmentally positive funds,

they do offer environmentally minded investors

opportunities to avoid many environmentally negative

areas. Their financial success also suggests that there is

potential for funds with a stronger environmental bias.

Morningstar’s Gray points out: “Notwithstanding

the arguments both sides like to trot out, there are

currently no statistically significant differences

between the three and five-year returns produced by the

small group of retail ethical share funds and the

averages for the same periods for the (admittedly much

larger) group of 311 ‘non-ethical’ retail share funds.

There is only 18 basis points difference between the

two groups’ five year returns, for example.”

Gray says the slight under-performance of ethical

compared to ‘non-ethical’ funds over the past year may

be attributable to the ethical funds having lower

exposures to resources stocks than many “non-ethical”

funds.

Clearly a fund which is positively screened toward

environmentally positive investments will have to

achieve a financial performance at least as good as the

ethical and socially responsible funds. It will be

interesting to see whether a fund manager will take on

this challenge with a new fund or by increasing the

environmental credentials of an existing fund.
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Tightening Oil Market: How
Soon is Peak?

Richard Campbell

Senior Client Adviser

Bell Potter Securities

When Goldman Sachs made its “oil $105” call last

March many scoffed. Admittedly Goldman Sachs said

such a spike may not happen for “two to three years”

and only if geo--political tensions remained and if

demand kept to trend. Despite these caveats the notion

was mostly ignored or dismissed. There was no

shortage of oil said oil commentators -- just supply

bottlenecks, lack of refining capacity and passing

political tensions. This was a demand shock, not a

supply problem. Supply would catch up as new fields

came on stream in Central Asia, Angola, Mauritania

etc. There was spare capacity in OPEC. Saudi Arabia,

Kuwait and other oil producers would lift more oil to

meet almost any level of demand.

A year later renewable fuel stocks have soared, oil

has persisted above $70 and “$105 oil” looks less

extreme, if some way off. OPEC has said it has little

extra capacity and most oil analysts have adjusted their

oil price assumptions upward for the next two to three

years. Consensus still says the price will fall by 2008,

but a sizeable minority of geologists and industry

specialists believe there has been a paradigm shift. Not

only did predicted supply interruptions occur, they

came from outside the Middle East. The Niger delta

“rebels” (their fishing grounds have been destroyed by

the oil industry) have shut down a quarter of Nigerian

oil flow. Shell may yet pull out.

The lack of northern Iraq oil is also a stress. News

that militia are moving north to

secure the northern oil fields

from Kurdish control suggests

wider conflict, if not civil war.

A world--wide trend to require

more local spending on

resourcing and staff is not all

bad – it can save money – but

liberal and militaristic regimes

alike now understand the real

value of their oil and gas

reserves. Some are turning the

screws. Bolivia nationalised its

oil and gas in early May; a new

regime in Mauritania wanted

$100 million more from

Woodside and its partners.

On the demand side, sales

remain robust despite

predictions by the energy

forecasting agencies that rising

prices would lead to “demand destruction” in China and

Asia generally. Companies like Qantas which

contribute to that demand have certainly changed their

stance. It had expected the oil price to moderate, but

now CEO Geoff Dixon is prepared to say oil “may

never fall below $60”. Qantas is trying to diversify

away from aviation and as its current hedges run off is

looking at an extra $900 million in fuel costs next

financial year. The share price is shrinking.

While this is pure sunshine for the renewables

market, just how likely is $100 oil or as some believe,

$150? On the demand side there is no dispute. The oil

agencies expect consumption to rise at a trend rate of

over 1.5 per cent per annum for the foreseeable future.

The Paris based IEA for

example, predicts a 50 per cent

increase in world energy

demand 2030. The USA based

EIA also expects robust oil

demand in parallel with

economic growth. It forecasts

demand to lift 1.8 per cent this

year and 2 per cent in 2007.

Both agencies are

optimistic about supply. The

IEA forecasts that the Middle

East will lift oil production by

75 per cent come 2030,

although adds the very large

proviso that mega dollars are

required. It suggests

individual Middle Eastern oil

producers will need to outlay

on average $56 billion a year to

achieve this volume.

This figure is so large, or perhaps surreal, the IEA

itself offers what it calls a “far from unlikely”

alternative view. Under its “Deferred Investment

Scenario” much less is spent and the oil price rises

sharply for several years until new wells are put on tap

and then, conveniently for all concerned, oil falls to $35

by 2010.

Not only does the scale of this capex ($17 trillion in

total) stretch credulity, geological realities weigh

heavily against it. Oil in this volume and in the quality

required may simply not exist and even if it did, why

would these nations spend so much to reduce the price

of oil? The US motorist is blaming the oil companies,

not Kuwait or Saudi Arabia. Conservation is still not
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occurring on a large scale. Motorists are switching to

smaller SUVs, not ditching large, heavy cars

altogether.

Those who dig deeper see a much bleaker picture.

Oil industry financier and researcher Matthew

Simmons revealed to the world last year in his

“Twilight in the Desert” that the sheer age of the giant

Middle Eastern field and the absence of big discoveries

in recent years is serious cause for concern. His firm’s

global data shows that 25 per cent of the world’s oil is

sourced from just 28 giant or super giant fields, most of

which have been in continuous production since the

early fifties or before. Many face problems of rising

water contact, declining oil quality and rising costs. If

even a handful of these great work--horses of world oil

falter some time in the next 5--10 years, replacement of

their volumes will have to come from not just dozens,

but hundreds of 10,000 barrel a day producers to make

up the short--fall.

In fact many of these giants have already faltered.

Kuwait’s Burgan, the world’s second largest field, has

at times produced up to 2 million barrels per day (mbd).

No longer. Kuwait now says 1.7 million barrels is

Burgan’s upper limit. ie it has peaked. Saudi Aramco’s

super giant, Ghawar, has produced up to 5 million

barrels a day, but is running at 4.5 mbd now under 6-7

million barrels of water injection to maintain pressure.

This single giant, by far the world’s largest field,

produces 60 per cent of Saudi and 5.2 per cent of world

oil. As it moves into what may now be the last third of

its life, replacement of one, or even two million barrels

per day will be a challenge at a time when a score of

other giant fields are also declining..

Mexico’s Cantarell, the world’s equal second

largest oil field by production, gives an insight into the

creeping stress to come. After twenty years of high

production, production fell. Remediation with liquid

nitrogen doubled output to a massive 2 mbd, but by

2010, it is likely to be back to one million. New fields

are coming by that time, but the quality is lower and the

cost far higher. It is similar in Iran. Its four largest fields

peaked in the late seventies when Iran was producing 6

million barrels a day. Iran’s output halved during the

Iraqi war. Now it is trying to lift production but field

quality is lower. Shell is developing a large field called

Nowruz, but it is high sulphur oil, expensive to refine

and consequently trades at a discount to lighter crudes.

The pattern repeats state by state in the US.

Collectively the USA was far more prolific than Saudi

Arabia, but the peak came in 1970 and while the drilling

intensity is far greater than anywhere else, most US

wells are “stripper” wells and on average produce just 8

barrels a day. The North Sea is also well into decline.

Output is down 25 per cent from peak six years ago

with relatively modest supply expected by 2016. Our

own Bass Strait has been a generous producer and

while its life is being extended, Esso and BHP quietly

admit is has about 10 per cent of its original oil

remaining. More worrying still is recent speculation

that Venezuela is buying Russian oil to meet contract

commitments. Years of neglected maintenance seem to

have made 10,000 wells inoperable.

On the other side of the ledger, discovery is lagging.

Firm figures are hard to obtain as initial estimates are

often adjusted, but industry consultant, Wood

McKenzie, says three to five billion barrels a year is the

average annual discovery for the last two decades. Even

if we double this estimate to 10 billion per annum, that

is just 30 per cent of current annual consumption.

Remediation will help as well, multiple wells, gas

injections, new seismic techniques which interpret both

wave length and energy of the wave length etc, but it is

a case by case question whether these methods lift more

oil or simply extract it more quickly.

In other words the “in--out” ledger of global oil is

close to showing more “out” from rising demand and

annual depletion than “in” from discovery or field

enhancement. To put it another way: for all the likely

but undiscovered oil in Iraq (which many

underestimate), Angola, Brazil etc, we are eating into

past inventory at a rapid rate. As there are doubts as to

the validity of this inventory, the problem compounds.

Saudi Arabia claimed 260 billion barrels of reserves 18

years ago, but still claims the same “proven” reserve

after oil outflow of over 50 billion barrels in that period.

Even the 260 billion is doubtful as it was a doubling of

the 113 billion estimated by Aramco when under

American management. The extra 147 billion is

hypothetical: oil that may be extracted by improved

recovery methods.

Relief may come from a radical swing towards

hybrid cars or public transport, but the US debate on oil

seems more directed at “rapacious” oil companies than

petrol dependent motorists. Some commentators even

make light of the prospects of $100 oil. Cable TV

subscriptions have gone up too!

This is no time for flippancy. Simmons thinks the

situation is manageable for perhaps five years. He is

not alone. A research paper prepared for the world’s

largest single consumer of oil says: “The doubling of

oil prices in the last couple of years is not an anomaly,

but a picture of the future….Peak oil is at hand”. A bit

extreme? Maybe, but it's not coming from a flakey

organization - try the US Army Corps of Engineers.
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Biofuels on Fire

The strong growth of the biofuels sector is

continuing with an initial public offering by Mission

Biofuels Ltd and major developments by Axiom

Energy Ltd, Australian Renewable Fuels Ltd and

Australian Biodiesel Group Ltd.

Mission Biofuels listed on 4 May, two weeks earlier

than planned, after raising $27 million at $1 per share in

an offer than was said to be strongly supported by

institutions and retail investors. The company had

previously raised $13.6 million via a convertible note to

a US investment fund, Tiger Private Investment

Partners. Other international alternative energy

investors in its top 10 shareholders are Tudor Capital

and Emerging Sovereign Group.

Mission is headquartered in Perth and will build a

100,000 tonne per year biodiesel plant at Kuantan Port

in Malaysia. The primary feedstock will be crude palm

oil. The company says it has secured low cost feedstock

relative to Europe and has an off take agreement for up

to 250,000 tonnes with Godiver, a European

commodity trader.

The company is forecasting revenue of $74.3

million in 2007-08 and net profit after tax of $27.7

million.

The Malaysian government has approved a licence

for Mission to establish an additional 200,000 tonne per

annum facility next door.

Australian Renewable Fuels Ltd has announced a

four year agreement to supply up to 45 million litres of

biodiesel to WA based fuel distributor, Westfuel. The

deal is for the entire production capacity of ARF’s

forthcoming Picton plant.

The company said that at current

spot prices the deal is worth up to

$200 million in revenue. It follows a

March announcement of a five year

$250 million sale agreement with

South Australian fuel distributor,

Dermody Petroleum.

Managing director, Darryl

Butcher, said he was delighted to have

locked in $450 million in contracted

sales, and that the company is well

advanced in its strategy to roll out five

plants with its second plant, at Picton

in WA, at advanced commissioning

stage.

ARF is also expanding into the US.

It has purchased biodiesel technology

patents for US, Canada and Mexico

and is establishing a subsidiary to

produce biodiesel and supply

biodiesel technology. ARF is also acquiring a 25 per

cent interest in Carbon One Management Ag to

establish a 105 megalitre biodiesel plant in Austria by

2007.

Axiom Energy Ltd has progressed its plans to

establish its first biodiesel plant, at Geelong, with

capacity of 150 million litres. The feedstock is plant

oils and animal fats. Production is scheduled to

commence in mid 2007 and the $50 million plant will

be the largest in Victoria.

Australian Biodiesel Group Ltd has signed a four

year sales agreement with Freedom Fuels of

Queensland under which Freedom will purchase up to

245 million litres per annum. This represents 15 per

cent of ABG’s new Narangba, Queensland facility to be

commissioned this month. Freedom has 28 outlets in

south east Qld.

Managing director of Freedom Fuels, Matthew

Morland, said biodiesel is set to become a regular part

of the transport fuel market over the next 12 months.

ABG recently raised $17.03 million in a placement

to Transfield Pty Ltd, giving Transfield 13 per cent of

its equity. The capital will fund the acquisition of an

Australian vegetable oil crushing facility and allow

ABG to progress its Canadian project and finalize and

commence its first two US projects that are similar in

size to the 160 million litre Narangba plant.
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Ceramic Fuel Cells on Track

Dual ASX and AIM (London) listed fuel cell

development company Ceramic Fuel Cells Limited

(CFCL) says it is on track toward its stated aim of

commercial production of its solid oxide fuel cell stack

technology by 2009.

At an investor briefing in late May, CFCL chief

executive Brendan Dow said the company was sticking

with its strategy of working to convince energy

companies to incorporate use of its technology and he

expected up to six to be trialing it by the end of the year.

Mr Dow said it was essential for CFCL to partner

with energy companies committed to the concept of

distributed power generation so it was not necessarily

seeking the largest energy generators in each market.

He said he believed one of the three companies

currently running long term trials, Germany’s EWE

AG, was likely to be the first to put the technology into

commercial use. This would probably be using CFCL

fuel cell units in domestic boilers supplied by the power

company to consumers under long term discount power

supply deals.

Mr Dow said the use of a 1 kilowatt natural gas

powered solid oxide fuel cell in this set up could save

the power supplier £450-£500 a year in the cost of

supplying a single consumer.

He conceded, however, that savings would be much

lower for a consumer who had to buy a boiler and then

pay retail price for the natural gas for the fuel cell rather

than the power supplier providing it at cost. Also, a

boiler with a fuel cell unit would be substantially more

expensive than a conventional boiler.

Mr Dow said incorporating the fuel cell technology

into combined heat and power units supplied by power

distributors would achieve the best economics for the

technology and was very practical in northern Europe

where home heating was a significant domestic

expense. About six million domestic boilers were

replaced in this market each year. Getting into this

market would also require partnering with the makers

of the appliances but as each power company generally

had its own approved appliance manufacturers this

could best be achieved through the power companies.

Mr Dow said the technology would prove its true

worth when a power company had thousands of

installed domestic units. Most of the time these units

would be using excess energy from heating to

contribute modest amounts of power to the grid but at

peak demand times they could all be turned up possibly

saving the need for additional main generators.

An additional advantage would be reduction of

transmission power loss which is substantial between

main generating equipment and domestic users.

CFCL raised £37 million with its AIM listing in

March. Since then it has started development in the UK

of a plant which produces zirconia powder used in its

fuel cells. The new plant will halve the cost of the

powder and excess production will be sold into a strong

market which used the material in production processes

such as advanced ceramics.

CFCL expects to commit to establishing a facility

for commercial production of its fuel cell stacks in

Europe, probably in Germany, before the end of 2006.

CFCL is one of a number of companies developing

fuel cells but Mr Dow says its technology is

considerably more efficient than that of rivals. He says

the CFCL technology is 50-55 per cent energy efficient

compared with 35 per cent for comparable units

produced by Ceres Power, which is also listed on AIM.

Westpac’s Environmentally-
Linked Term Deposit

Westpac in partnership with Landcare Australia has

launched an innovative 100 day term deposit that it says

is the first bank term deposit in Australia to give

customers the choice to invest their funds in a way that

helps the environment.

The Westpac Landcare Term Deposit has the same

features and rates of a regular Westpac Term Deposit,

but enables customers to support the Landcare

movement and its objectives of promoting

environmental awareness and action, including

Landcare farming.

Westpac says an amount equivalent to the money

deposited will be lent to Landcare farmers to support of

their efforts in developing sustainable farming ventures

and practices.

Westpac Head of Corporate Responsibility, Graham

Paterson, said “Customers have told us that 59 per cent

would be more interested in investing in a deposit

product if the funds were invested in environmentally

responsible organisations.”

“With this product all of our customers, whether

they live in the city or the bush, can choose to support

something they believe in, such as sustainable farming.

Westpac will also make an annual donation to Landcare

Australia, based on the average balance of Landcare

deposits, to further support Landcare's commitment to

environmental sustainability,” said Mr Paterson.

Brian Scarsbrick, chief executive, Landcare

Australia, said “Landcare Farming can improve
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profitability, maintain the productive capacity of a

farm's natural resource base, and improve a farm's

capacity to cope with adversity. There are over 4,000

landcare groups in Australia, and in total, landcare

reaches about 75 per cent of farmers and land

managers.”

Westpac will report to customers and the general

public annually on the progress of the Westpac

Landcare Term Deposit through its Stakeholder Impact

Report. It will also be subject to independent assurance

on an annual basis.

Interest on the term deposit is paid at maturity.

Interest rates are subject to change but the annual rates

at the end of May were: $5,000 to $10,000 - 3.95%;

$10,000 to $20,000 - 4.95%; $20,000 and more -

5.45%.

Westpac has also launched a green mortgage

product for its new home loan customers. The

EcoNomical Living Program provides voucher based

discounts on environmentally friendly products for new

homes. (see story page 28)

Westpac said the Westpac Landcare Term Deposit

builds on its existing environmental initiatives such as

the Great Paper Challenge, and follows the

“extraordinary success of the recent e-statements

project which has seen over 140,000 customers elect to

stop receiving paper statements, saving over 14 tonnes

of paper since June 2005".

Westpac says it is also looking at the idea of a green

credit card.

#

Technology Creates Global
Tidal Energy Opportunity

By Victor Bivell

After eight years of development, two Queensland

inventors are close to commercializing what they say is

the world’s most efficient tidal energy technology.

Co-founders of Tidal Energy Pty Ltd, Aaron

Davidson and Craig Hill, have world rights for an

innovative way of improving the efficiency of free

stream turbines. The technology works with any

moving water including tidal flows and rivers, and can

capitalize on the long term predictability of tidal flows

at a specific location, said Mr Davidson.

The systems are also scaleable from small

household units to industrial size large scale arrays of

units as done with wind farms. They can be fully

submerged to allow continuation of shipping above and

to avoid potential aesthetic issues as with wind farms,

he said. Nor does it have the issue of dams which hydro

power suffers.

The technology is based on a venturi that constricts

a large flow of water into a confined space and directs

this onto a turbine. The ducted venturi system draws

water through a cascading hydrofoil diffuser to turn an

impeller that converts the kinetic energy of the water

into mechanical energy. The engineers have world

patent rights for their intellectual property and the latest

patent application saw 32 claims accepted, said Mr

Davidson.

In October 2003 Tidal Energy recorded the highest

efficiency ever achieved from a water turbine - 384 per

cent higher than an open flow system, and says that this

eclipsed the previous record of 325 per cent by the

Grumman Aerospace researchers in the late 1970s. The

Davidson and Hill ducted Venturi system (DHV)

achieved this using a conventional Darrieus style

turbine with 20 per cent efficiency.

Mr Davidson said the efficiency of the DHV can be

further improved by the type of turbine used and testing

is underway with the Gorlov Helical Turbine from the

US which has 35 per cent efficiency. The DHV can also

be retro fitted to existing turbines to increase their

output.

The projected energy generation costs are much

lower than for wind, solar, biomass and

fuel cell systems.

Mr Davidson said that while the

technology has room for more

development, it is now mature enough for

commercialization. This is being done

internationally. Although the technology

has won some Federal and Queensland

government grants, Mr Davidson said he

and his partner have found
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commercialization difficult in Australia, in part due to

systemic market issues here.

The inventors’ preferred method of

commercialization is to licence the technology for

particular territories and receive licence fees and a

royalty. For example, it is currently negotiating a joint

venture with Quantum Hydropower Inc for North

America. Quantum is backed by a merchant bank and

several private investors. If feasibility testing is

successful it will trigger the establishment of a joint

venture relationship.

Similar arrangements for key territories such as EU

countries, South America, the Middle East, India,

China, Indonesia and other regions including Australia

and New Zealand would be considered. The deal would

suit investors and manufacturers as well as power

generators. The new party could then either on sell,

manufacture, build own and operate or transfer, said Mr

Davidson. Tidal Power would provide on going R&D

support, and soft payment options are available so that

payment can be staged over time.

Mr Davidson said the alternative commercialization

model of raising a large amount of capital and doing it

all inhouse by creating a large corporation is not as

attractive.

Private investors from a number of European

countries have expressed interest and Mr Davidson said

he is confident that further capital will be raised very

soon. This will be used for showcasing the technology,

valuing the intellectual property, and setting up

appropriate business structures.

Mr Davidson said the technology does not have the

intrusive issues associated with wind farms and hydro

dams, while tidal power does not suffer the

unpredictability of wind and solar energy systems.

Seed Capital Sought for Green
Energy Research

By Adrian Herbert

Seed capital is being sought for development of an

innovative new line of research in green power

generation.

Lecturer in engineering at Sydney University Dr

Timothy Finnigan is working to develop ocean energy

conversion technologies which harmonise with, and

even imitate, nature.

Dr Finnigan, who has a PhD in ocean engineering,

has established BioPower Systems Pty Ltd at

Australian Technology Park in Sydney and patented

key features of the technology.

Dr Finnigan says computer simulation has shown

that it should be possible to generate

commercial levels of power from

generation systems which simulate

strands of kelp seaweed responding

to a wave or a shark fin in a tidal

stream.

Imitating millions of years of

evolutionary development means

that his devices can be much more

lightly engineered than current wave

and tidal energy generation systems,

he says.

Both of the bio mimicry systems

he has designed would operate

entirely under water. They would

have minimal ecological impact and

would be virtually invisible viewed

from above the water.

Dr Finnigan was previously technical director of

Energetech Australia Pty Ltd which last year carried

out successful trials of its floating wave energy

generator at Port Kembla.

So far Dr Finnigan has mostly financed his own

research, working in conjunction with the University of

Sydney and the CSIRO, however in February he was

awarded a $20,000 University of Sydney Innovation

Challenge IP Strategy Prize.

He is now seeking $50,000-$80,000 in seed capital

to finance building and testing small scale models. He

believes it would be possible to progress to a full scale

device capable of generating as much as 2 MW of

power within a few years.

For further information visit www.

biopowersystems.com or phone Dr Finnigan on 02

9209 4237.
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Renewable Biofuel Option for
Forestry Investors

Plantation forestry investors now have an option to

invest in a two-species plantation growing she-oak for

conversion to charcoal for renewable energy and silky

oak for sawn hardwood.

BioEnergy Australia Ltd says The BioForest Dual

Income Project 2006, a managed investment scheme,

will provide two separate cash flows. The she-oak,

which has rapid coppice regrowth, will be harvested in

years three, five, seven and nine, while the silky oak

will be thinned in year 10 and clear felled in year 15.

The promoter says that the renewable charcoal,

biofuel and hardwood timber products are uncorrelated

and targeted at undersupplied markets in Australia and

internationally.

Dennis Wilkie, executive director of BioEnergy

Australia, said a key for the project is an association

with Tomen Australia, a subsidiary of Toyota Tsusho,

and with Burns Roe Worley (BRW), which is part of

the ASX listed Worley Parsons. BioEnergy has an off

take agreement with Tomen Australia for the charcoal,

while BRW and BioEnergy have agreed to jointly

pursue the development of a charcoal based renewable

energy production facility.

The environmental benefits of the project are the

replacement of fossil fuels with renewable biomass for

energy generation, an alternative to native forest

logging for hardwood, and reduced use of chemical

nitrogenous fertilizers as the Casuarina is one of only a

few nitrogen fixing tree species in the world which

improves soil without use of nitrogenous chemicals,

says BioEnergy.

“Australia’s demand for wood to be used for

domestic charcoal production is estimated at several

hundred thousand tonnes per annum, with nearly all of

the wood sourced from native forest,” says BioEnergy.

The charcoal is produced in low oxygen kilns that

capture and reuse the wood’s gases, said Mr Wilkie.

Among other uses the charcoal is used for sintering in

steel production and in silicon production.

BioEnergy has chosen a location for the plantation

at Booyong in northern NSW between Lismore and

Bangalow, said Mr Wilkie. The project has a five year

research history with independent verification, and the

timber will not be used for wood

chipping, he said.

Investment is $5,000 plus

GST per half hectare timberlot

with the minimum investment

being two lots. BioEnergy said

the project is eligible for 100 per

cent tax deduction based on an

Australian Tax Office product

ruling, and 100 per cent finance is

available through two

independent financiers.

In terms of fees, the rent is

$175 per annum plus GST (and

rising based on annual CPI), with

the fee deducted from harvest

proceeds. Insurance premiums

depend on market and are payable

annually by the grower.

Management and maintenance

are 10 per cent of net harvest

proceeds plus GST and are deducted from harvest

proceeds.

Cliff Peiffer, managing director of BioForest Ltd, a

subsidiary of BioEnergy Australia, says “This project

was designed to combat the normal long wait required

by investors to access returns associated with

conventional forestry projects. Added to this was the

desire to originate an ethical and socially responsible

project that had genuine environmental benefits. The

unique outcome was the dual species Project that plans

to deliver two distinct sources of income to growers at

closely spaced intervals during the life of the project.”

BioEnergy Australia is based in Sydney and has

offices in Brisbane and Perth.
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Government Seeks Views of
Forest Investors

The Federal Government will seek the views of the

forest industry sector before deciding whether to apply

new tax arrangements for plantation forestry after 1

July 2008, when the 12-month prepayment rule for

forestry Managed Investment Schemes (MIS) is

currently scheduled to terminate.

After a review, the Government is now seeking

industry’s response to a suggested alternative tax

regime it says is designed to provide greater investor

certainty.

The move has been welcomed by the National

Association of Forest Industries (NAFI). NAFI’s chief

executive officer, Catherine Murphy, said “While we

do not consider that the current taxation arrangements

need to be changed, NAFI will respond to the

government’s suggested alternative taxation regime

through a whole of industry submission.”

“The current tax arrangements for tree plantation

investment have assisted the industry towards

achieving the goal of developing 3 million hectares of

sustainable plantations by 2020, as part of the

government’s Plantations for Australia: 2020 Vision.

“NAFI believes that the current taxation

arrangements have underpinned significant investment,

job creation, and social and economic benefits to many

rural and regional communities. It underpins a

proposed $3 billion investment strategy in the pulp and

plantation sectors,” Mrs Murphy said.

“Increased tree plantation establishment has also

provided Australia with many environmental benefits,

which include positive biodiversity outcomes and a

significant contribution to achieving Australia’s Kyoto

target.

Allan Hansard, chief executive of Tree Plantations

Australia (TPA), said “We’re pleased the Government

has put forward a proposal for us to respond to. The tax

arrangements for plantation investment have resulted in

a sustained increase in privately funded plantation

investment in Australia. Confidence in this expanding

future resource is already underpinning more than $3

billion of investment in new and upgraded timber

processing and port facilities in regional Australia,

bringing new jobs and businesses back to rural areas

that have been experiencing long--term decline.”

Alan Cummine, executive director of Treefarm

Investment Managers Australia (TIMA), said “The

industry believes there is no need to change the current

highly workable tax arrangements for managed

investment plantations, other than to remove the tax

impediments to trading in immature plantations and

encourage investment in longer--rotation sawlog

plantations.”

Macquarie Gets ATO Rulings on
Forestry Investments

Macquarie Alternative Assets Management Limited

(MAAML) has received Australian Taxation Office

product rulings for its two agribusiness investment

schemes.

The schemes are: Macquarie Forestry Investment

2006 and Macquarie Almond Investment 2006.

MAAML director Anthony Abraham said the

product rulings enhance the value of the products by

providing complying investors with certainty in

relation to their taxation treatment.

However he said the main advantages of the

Macquarie investments were in innovations designed to

reduce the downside risk of forestry investment while

maximising potential for growth.

He said Macquarie Forestry Investment did this by

giving investors the opportunity to balance the forestry

risk by investing in units in a land trust that invests in

plantable land at unencumbered value in addition to

investing in timber. Macquarie Almond Investment has

a unique fee structure “that generally means that

investors pay less when their revenues are lower”.

Since 2003, Macquarie has offered four retail

forestry investment projects and diversified into

horticulture.

Guide for Businesses to Save
Energy

Business owners now have access to the latest

information on saving energy and money with the

Energy Smart Toolbox, a web--based resource for

business owners and managers wishing to find ways for

their businesses to become more energy efficient.

West Australian Energy Minister, Francis Logan,

said the toolbox would prove to be a useful and

invaluable resource for all businesses.

“The toolbox will guide people step--by--step

through each phase of estimating their energy

expenditure as well as helping them find ways to reduce

their energy use,” said Mr Logan.

The toolbox can also be applied to specific projects

and pinpoint specific areas where energy savings can be

made. Another advantage is that it can clearly quantify
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the savings that could be made in terms of energy,

dollars and greenhouse gas emissions.

“A great thing about the Energy Smart Toolbox is

that it assists businesses to be proactive in their energy

saving, rather than just reactive,” Mr Logan said. “For

example, it will give you a helpful demonstration on

how to put together a strong business case for energy

efficiency upgrades by demonstrating ongoing

financial savings.

“There are also several case studies in the toolbox

on how businesses have put energy management

techniques into practice. These studies illustrate how

businesses have slashed energy costs through

technology upgrades and innovative energy

management strategies.”

The toolbox was jointly developed by the WA

Government's Sustainable Energy Development Office

and the NSW Department of Energy, Utilities and

Sustainability.

It can be accessed on line at www.energysmart.

com.au/sedatoolbox/

Why North-Facing Verandas
Waste Energy

Building houses with north facing verandas is not

the best way to save energy in the desert, says research

by the Desert Knowledge Cooperative Research Centre

(CRC).

A study of a common house type at Hermannsburg,

west of Alice Springs, challenges popular assumptions

by showing that rectangular houses with deep east and

west facing verandas use less total energy over the

course of the whole year.

“The houses were over--engineered towards

keeping cool in summer but were designed to rely on

insulation during winter, when they should gather heat

from their northern walls, said Michael Duell, a

researcher with the Desert Knowledge CRC and

Charles Darwin University. ”This leads to large winter

heating bills for a small saving on the summer cooling

bill."

Mr Duell said he used advanced computer modeling

technology to measure how hot and cold houses

become and the energy needed to keep them

comfortable in Central Australia's extreme desert

climate.

“Simply positioning the kind of house we studied 90

degrees anti--clockwise from north, so that the long

axis points east, would result in energy saving of almost

7 per cent per year over one that is not oriented this

way,” said Mr Duell, who was a finalist in last year's

NT Research and Innovation Awards.

“That's before we even consider other energy saving

measures, such as insulation, roof colour and wall

design.”

The findings could add up to substantial savings for

both tax payers and desert builders who are interested

in the best passive energy design for their houses.

“With the desert Aboriginal population expected to

grow by almost a quarter over the next 15 years, it's

clear that we'll need efficiency in house design”, said

the Desert Knowledge CRC's managing director, Jan

Ferguson.

“If we build houses with the orientation our research

suggests, households and governments stand to save

significant amounts of money and energy. This kind of

desert knowledge makes desert living more sustainable

for all,” she said.

Mr Duell's results conclude the first stage of a

Desert Knowledge CRC research project which is now

looking at how people living in community houses

actually use energy and how heating and cooling

technologies suit their needs and behaviours.

Ms Ferguson hopes the project will lead to changes

in the Building Code of Australia (BCA) that reflect the

unique social, environmental and economic conditions

in the desert.

“Our research aims to develop a building code that

all new desert houses would have to meet -- a whole

new desert standard,” she said.

CEGT Invests in Anti-clogging
Technolgy

The Victorian Government backed Centre for

Energy and Greenhouse Technologies (CEGT) has

invested $250,000 in establishing a company to

commercialise a technology designed to delay clogging

in pipelines used in the food industry.

The investment in Aqua-Sciences Pty Ltd has been

made with another strategic investor.

The LineClear technology is to be extensively

trialed at the Murray Goulburn UHT Dairy Products

processing plant in Leongatha, Victoria.

Managing director of CEGT, Jan Dekker, said

LineClear could represent an important breakthrough

for the dairy industry in Victoria which accounts for 65

per cent of Australia’s milk production.

Mr Dekker said this could be significant for exports

as 50 per cent of Australia’s dairy products are

exported. It could also provide significant

environmental benefits including reduced energy

consumption, water use, chemical use and waste.

Many food products, including dairy products, pass
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through pipes and heat exchangers as they are

processed. This results in deposits being left on interior

surfaces with the result that frequent cleaning is

needed. This requires periodic total shut-downs of

equipment.

Some dairy processes can be run for only five hours

before a three-hour cleaning cycle is required.

Additionally, cleaning cycles generally involve use of

corrosive chemicals and as a result large volumes of

water have to be used to flush the system prior to the

next cycle of food processing. Reduction of the

frequency of cleaning cycles will be an environmental

plus.

It is anticipated that LineClear will be able to extend

the time between cleaning processes.

The system uses a newly patented invention that

uses low power, low frequency sound signals - mostly

inaudible to the human ear - to agitate and oscillate fat,

protein and mineral molecules to retard and break down

deposit build up. Frequencies and cycles can be

optimised to suit different processes and operating

environments. Intellectual property covered by the

patents includes the way in which these frequencies are

managed, optimised and used to react with each other.

The equipment is attached to the outside of pipelines

so does not come into contact with the food being

processed. It can also be easily relocated.

Mr Dekker said that if the LineClear technology

proves effective there will be a large market in 10,000

dairy plants around the world.

The technology would next be targeted at the sugar

industry, then other areas of food processing and it

could possibly be used in many other processes where

clogging pipes are a problem.

Prawn Farmers Invest $15
million and Clean up

Improved environmental performance by

Australia's prawn farms is delivering a superior product

to consumers and higher returns to farmers, says a

recent (2005) study by The Allen Consulting Group.

The study found the prawn industry has invested more

than $15 million to improve its environmental

performance.

One breakthrough has enabled prawn farmers

virtually to double production from the same amount of

feed, while at the same time preventing the

environmental pollution caused by prawn culture in

other countries.

“For the past decade we have been finding ways

which improve both the economic and the

environmental performance of prawn farms,” says Dr

Nigel Preston of CSIRO and the Cooperative Research

Centre for Aquaculture. Scientists have investigated

water usage, nutrients, and discharge licensing

problems. Prawn farmers are also using software

designed by the CRC to assist with farm business

management.

“The results of the research provided new insights

into prawn pond and discharge water management,”

says Duncan Buckeridge, formerly with Allens. “This

had significant, quantifiable impacts on industry

practices.”

Dr Preston says that today all Australian prawn

farms use discharge water treatment systems which

meet the nutrient discharge rate established by CRC

research, and that this has much more than an

environmental benefit. “As the 'used' water is

discharged, it is recaptured and re--circulated, leading

to substantial savings in water and pumping costs, but

more importantly giving the prawns a second chance to

absorb the nutrients in the water.

“Up to three quarters of prawn farming costs are

feed,” says Dr Preston. “Only part of the food pellets

are initially eaten by the prawns themselves -- the rest

feed various micro--organisms, phytoplankton, fungi

and so on. All of these small organisms which have

eaten the prawn food are themselves food for prawns --

if they are not washed away in the pond discharges.

“Recapturing the effluent, allowing the sediment to

settle, and pumping it back to the prawns gives them a

second chance to extract the nutrients that originated

from prawn feeds. This means that the prawn farmer

doubles the value of the expensive feed which is fed to

the prawns in the first place."

Having developed the world's best practices in the

environmental management of prawn farming, the

industry is now focusing on other critical issues

including a major initiative by the Australian Prawn

Farmers Association to achieve commercial

domestication of the Australian black tiger prawn, he

says. Unlike most farmed animals, the parents of

farmed prawns still need to be captured in the wild.
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Financial Incentives for
Landowners to Conserve Land

The Queensland Government has introduced a new

NatureAssist program that gives owners of

environmentally--significant land a cash incentive to

protect it for future generations. Environment Minister

Desley Boyle said $3 million is available to Queensland

landowners in the first round, making it the largest

funding initiative of its kind in Australia.

“Queensland has the largest variety of plants,

animals and landscapes in Australia spreading right

across the State from Cape York to the Gold Coast and

out west,” Ms Boyle said. “Landowners have until 30

June 2006 to submit an Expression of Interest for the

first round of NatureAssist funding and money will be

allocated through a tender process to where it will bring

the best conservation outcomes.

“Landowners will sign an agreement with the State

Government declaring all or part of their property a

nature refuge, which will protect it for future

generations even if it is sold.

“Existing nature refuge owners will also be able to

apply for funding under the NatureAssist program to

help protect their properties, for example by controlling

weeds or feral animals or for the long term

management.”

“We trialled it last year under the banner of the

Biodiversity Incentives Tender and had an

overwhelming response,” Ms Boyle said. “The trial is

being finalised now and will see more than $500,000

given to landowners to manage about 123,000ha under

14 new nature refuge agreements.”

The Biodiversity Incentives Tender trial was funded

by the Commonwealth Biodiversity Hotspots Program,

the Queensland Vegetation Incentives Program and

three Natural Resource Management groups.

Ms Boyle said the NatureAssist program would run

for five years and include seven funding rounds

supported by the Commonwealth and State

governments, regional Natural Resource Management

groups and not--for--profit organisations. Conservation

Volunteers Australia will help nature refuge owners

with work on their properties.

“Natural resources on nature refuges can still be

used for operations ranging from primary production to

eco--tourism, provided it is done in an

environmentally--friendly way,” Ms Boyle said.

Queensland has more than 412,000 hectares of

privately--managed land under 180 voluntary nature

refuge agreements. Eligible nature refuge owners can

also have their transfer duty and land tax reimbursed

under NatureAssist.

For more information, or an expression of interest

package, phone 1800 603 604, email naturerefuge@

epa.qld.gov.au or visit www.epa.qld.gov/ naturerefuge.

Origin’s Solar Technology Wins
SAFSA Funding

Origin Energy’s SLIVER technology has been

awarded a $2 million grant from the Structural

Adjustment Fund for South Australia (SAFSA). The

grant will support the purchase of capital equipment to

enable limited commercial manufacturing in the future

from the company’s Regency Park R&D pilot facility.

Tony Wood, Origin’s general manager Public and

Government Affairs, said “Origin's investment in

SLIVER technology has already generated 35 high-

tech jobs in South Australia. The SAFSA grant will

assist us in achieving a further job growth of up to 50

full time employees at our Regency Park SLIVER pilot

plant through to 2012.”

The SLIVER technology was invented in

conjunction with the Australian National University’s

Centre for Sustainable Energy Systems. A $1 million

grant from the Australian Greenhouse Office

contributed to the technology development and a $5

million grant from AusIndustry’s Renewable Energy

Development Initiative (REDI) program will assist

Origin Energy to take SLIVER technology to

international markets.

SLIVER technology benefits include:

* improved tolerance to partial shade giving better

performance

* low silicon use without losing any performance

* mono--crystalline, high performance silicon with

more than 30 years of proven reliability

* invented and produced in Australia.

Construction of the Origin Energy Solar

manufacturing plant was completed in September

2004, with first modules reaching pre--production in

December 2004 and progressively larger modules

being produced throughout 2005.

Origin Energy says it is Australia’s number one

grid-connect solar retailer – with a national market

share of over 30 per cent. In 2005, SLIVER won a

Global Eco-Tech 100 Award, the Banksia Environment

Award, and the Australian Institute of Energy –

Excellence in Energy Award. It was short listed for a

Eureka Award in 2005.
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Mobile Water Desalination for
All Users

GE mobile and portable water desalination units are

now available for all types of users from large industrial

plants to households wanting to improve the quality of

their drinking water.

GE Infrastructure Water & Process Technologies’

largest product is a modular desalination plant based on

a 40 foot containerized unit that is inbuilt onto a large

trailer that can be driven to the site and connected for

temporary or semi-permanent operation.

The mobile plants suit large industrial users such as

power stations, petrochemical refiners and other users

of boiler feed water, providing emergency

demineralized water when the plant is down, said Nan-

Maree Schoerie, Country Manager with GE

Infrastructure Water & Process Technologies.

The units can also be used in drought conditions to

purify run of river, brackish or low quality water.

Power generators are available for remote locations.

The system was used to supply emergency water to

Aceh in Indonesia after the catastrophic tsunami in

2004.

Ms Schoerie said the volume and quality of water

produced can be customized for each installation, and

water quality can be varied to suit the purpose from

industrial water to drinking water.

The reverse osmosis technology is a mechanical

process and means that the system does not add

chemicals or acid and caustic to the waste stream as do

other demineralization systems. Also, the amount of

waste water is less, she said.

Ms Schoerie said GE has had a couple of units in

Australia over the past year or two but now has a new

fleet and is making the units more widely

available. It expects there is a market for around

a dozen units.

The units can be hired for the short term or

leased for the medium to longer term. The cost

ranges from $100 per day to $7,000 per day

depending on the size, complexity and quality

of the input and output water, said Ms Schoerie.

Much smaller units are also available for

improving local drinking water for households.

GE’s desalination expertise enabled it to be

shortlisted by the NSW Government for the

large scale desalination plant mooted for

Sydney before this project was deferred

recently.

Environmental Home Loan
Gives Discounts

Westpac has launched the EcoNomical Living

Program to assist its home loan customers help the

environment, save money on utility bills and other

environmental products, and meet various state-based

environmental regulations.

The ‘EcoNomical Living Program’ voucher booklet

entitles Westpac home loan customers to discounts on a

range of environmental products such as solar hot water

heaters, insulation, solar electricity, rain water tanks,

green electricity and composting and recycling

products. Customers are also encouraged to find further

ways to reduce their impact on the environment through

the NSW Government’s environmental calculator –

NABERS – and the Australian Conservation

Foundation’s Green Home Initiative.

Westpac director, Carolyn Hewson, launched the

environmental initiative, saying “If our home loan

customers implement all of the environmental

initiatives listed in the Voucher Book, not only would

they be eligible for around $1,200 in discounts they

would also be reducing their energy and water bills by

up to $1,800. It will also allow them to reduce their

carbon footprint completely, neutralising greenhouse

gas emissions.”

“Westpac has spent a significant amount of time

exploring potential ‘green’ product opportunities

which encourage greater environmental awareness

within our customer base. We didn’t want to create a

standalone green product, rather we want to ensure that

each and every mortgage offered by Westpac from now

on gives our customers the opportunity to be green.”

“We understand that it is not always practical for
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households to implement all the initiatives in the

‘EcoNomical Living Program’ booklet, but with the

right policies from government and the right incentives

from financial institutions, we can empower these

householders to take action,” Ms Hewson concluded.

Discounts in the ‘Economical Living Program’

booklet include:

* Supplier Category Product Offering Solarhart

Solar Hot Water Systems $400 cash rebate

* Origin Energy Solar Electricity Systems $500

cash rebate

* Fletcher Insulation (Insulco) Insulation $75 cash

rebate

* Tankmasta Rainwater Tanks 10% discount off the

RRP

* Climate Friendly Green Power 10% discount off

the RRP

* Interbath Energy Smart Showerheads $10 cash

rebate

* NECO Energy efficient lighting and water saving

products 10% discount off the RRP

* NECO Worm farms and composting 10%

discount off the RRP

Ms Hewson said “We know that Australian’s are

passionate about environmental issues. In fact,

according to a recent Roy Morgan Poll, almost nine-

out-of-ten Australians agree that we must act now to

control our environmental problems. 65 per cent said

that they’re environmentalists at heart.

“We shouldn’t underestimate the role of households

in the fight against climate change and other

environmental issues. For example, if all Australians

switched to clean, renewable energy today, Australia's

total greenhouse pollution would be cut by 30 per cent.

Or, if the 5 million Australian homes connected to

mains water each had a 1,000 litre water tank, 5 billion

litres of water would not have to be taken from the

environment each year.

Household Wind Turbine

In the next six months Adelaide energy company,

The SolarShop, expects to begin marketing a wind--

powered electricity--generator that homeowners can fit

on their roofs or install in their yard and feed power

directly into their domestic use.

The Vertical Axis Wind Turbine does away with

inverters and battery packs. It taps straight into the

power grid with a 240 volt alternating current using

rotation of the blades to drive a magnetic 240 volt

alternator.

Company director, Adrian Ferraretto, said the unit

powers the household before feeding the grid.

The estimated price is $10,000 supplied and

installed, and the estimated production is $2,000 per

year of electricity.

Mr Ferraretto expects the size to be 3 metres by 3

metres with towers starting at 6 metres in height;

however a roof mounted option will also be available.

The turbine prototype is being developed with the

help of a $64,000 Australian Government

Commercialising Emerging Technologies (COMET)

grant. The COMET grant is being used to develop the

working prototype and to work with a business adviser

for business planning, export strategy development,

market research and intellectual property protection.

“The SolarShop’s Vertical Axis Wind Turbine will

enable home users to cut their domestic energy bill and

get a credit from the company for pushing power into

the electricity grid,” said Industry Minister, Ian

Macfarlane.
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Re-useable Trolley Bag for
Shopping

A north Queensland company is promoting a

reuseable bag that can used with shopping trolleys to

avoid the use of plastic bags.

The design allows the bag to be clipped into a

shopping trolley, which is then loaded with the

shopping as the items are scanned. The trolley is pushed

to the car, and the bag lifted out of the trolley and put

into the car. At home the bag is unclipped, unloaded,

and stored in the car for the next shopping trip.

One Planet One Future Pty Ltd says “The most

important advantages of the Trolley Bag are that it is

functional, big, strong, environmentally friendly,

affordable and user friendly. These features leverage

the Trolley Bag to a market position above most

reuseable carrier bags.”

The company says retailers can use the Trolley Bag

to help phase out plastic bags and their cost, with some

retailers selling the Trolley Bags to customers. As well

as educating customers to change their shopping

attitudes, such retailers benefited from positive public

relations and were seen as market leaders for their

stance.

The bag’s patented clips can be clipped together to

seal the bag, making it also useful for other situations

such as the beach. The durable bag has a non bleached

calico construction, and each bag can carry up to 25

kilograms in weight. Elastic sides mean that one size

can fit all trolleys. The bag also fits into current check

out bag racks for store staff to pack.

The bags come in standard size at $3.95 each and

jumbo size at $4.10 each. Discounts are available for

large quantities. The bags can be custom printed for

branding or store information.

The bags were developed in Austria in 1992 and are

manufactured in China and marketed in Australia under

licence. Robyn Bakker, director of One Planet One

Future, said “Our product is manufactured in China and

we have completed social audits of our co-owned

premises to ensure that our staff are treated with dignity

and respect and that conditions and wages uphold or

surpass international human rights.”

One Day Photovoltaics Course
for Investors

Property investors may be interested in a one day

professional development course on grid-connected

photovoltaic (PV) systems. The course is aimed at

people with an interest in knowing more about what is

involved in a grid-connected photovoltaic system:

electrical engineers, electricians, architects, property

developers, and renewable energy system designers,

installers, and salespeople.

The course will provide knowledge and skills in the

configuration, sizing and installation of grid-connected

PV systems. It will combine theory and practical

application and include system operation and

characteristics, system design, sizing and performance,

reductions in greenhouse gas emissions, electrical

requirements, Australian Standards, economics,

rebates, non- technical issues and a field trip

The course aims to reduce the barriers to the uptake

of renewable energy technologies and develop greater

cooperation between the renewable energy industry

and the development and housing industries.

Registrations close 12 July. The course will be held

in Sydney on Tuesday 25 July. The cost is $400.

Participants receive a technical text book, Photovoltaic

Power Systems and its accompanying software and

workbook (RRP $145) as well as course notes.

The presenter is Trevor Berrill, who has worked in

the renewable energy industry for 30 years in system

design and installation, research, education and

training. The course is organized by the Faculty of Built

Environment and Engineering at the Queensland

University of Technology. Contact Wendy Miller on 07

3864 9126 or w2.miller@qut.edu.au.
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Environmental R&D Pays Off
for GE

By Victor Bivell

The development of renewable energy and other

environmental technologies is progressing rapidly with

multinational company GE experiencing tremendous

commercial success with its Ecomagination program.

GE’s vice president Ecomagination, Lorraine

Bolsinger, who was in Australia last month, told Eco

Investor that GE now has 30 products certified under its

Ecomagination program with another 14 products

pending. Sales for certified products have boomed from

US$9 billion to US$17 billion in the past year - a

tremendous endorsement and proof that incorporating

environmental efficiency into products is supported by

the market, she said.

To qualify for the program, GE’s products and

services must improve customers’ operating

performance or value proposition and measurably

improve customers’ environmental performance. The

program is open to products from all GE divisions,

including GE Infrastructure, GE Industrial, GE

Commercial Finance, GE Consumer Finance, GE

Healthcare, NBC Universal and R&D. These divisions

produce a massive range of products for the energy,

water, aviation, transportation, plastics, consumer,

industrial and other sectors.

GE’s main environmental technologies are wind,

photovoltaics, cleaner coal, hydrogen, biofuels and

geothermal. It also supports nuclear energy under a

policy of fuel diversity.

GE says wind energy is the

leading renewal energy source and

GE’s wind turbines are sold out.

GE is pursing research in the areas

of blade technology that includes

drawing on its aviation

engineering expertise, better grid

integration including the issue of

intermittency, and larger wind

turbines up to 3 and 5 megawatts,

among the most powerful

available.

A new development is offshore

wind turbines with the first

introduced 18 months ago. Ms

Bolsinger said ocean sites provide

far better wind constancy and

capacity, although they are also

more expensive due to engineering

and submarine cabling.

GE’s solar panels are also sold

out. Ms Bolsinger said solar

energy is currently too expensive

and research is focusing on

bringing costs down, using

significantly less silicon, and establishing partnerships

with government centres of excellence. The quest for

greater efficiency should see increases of 1 to 2 per cent

in the new generation of solar panels.

The market for solar panels is booming and GE is

putting in additional capacity, she said.

Work on cleaner coal is initially focused on a proof

of concept plan for black coal, and development will

then move to lower grades of coal. GE’s Integrated

Gasification Combined Cycle system (IGCC) is

expected to generate US$1 billion

in sales by 2008.

Ms Bolsinger said hydrogen

as a fuel is already used in gas

turbines but the use of hydrogen

technology elsewhere is probably

15 years away. The main use is

seen as a fuel for cars, but it also

may have applications in refining.

GE also supports nuclear

energy and is developing a new

generation of nuclear power

plants with the ESBWR to be

introduced in late 2007. Ms

Bolsinger said these will be more

passive systems, have a smaller

footprint, and have better

reliability and safety.

However, the issue of nuclear

waste will remain. Ms Bolsinger

said waste is consistently

identified as the key concern in

nuclear power, but that the issue

of storage can be tackled.

GE is also working to improve

the efficiency of other technologies. In transport its new

aircraft engines also have a backlog of orders, as does

its Evolution series of heavy haul locomotive engines

which have lower emissions and greater fuel efficiency.

Ms Bolsinger said GE sees its environmental R&D

as a growth strategy. After one year of the

Ecomagination program it is clear that customers like

the products and that for R&D the best days are ahead,

she said.
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Making Salinity Profitable

Farmers may be able save up to 2 million hectares of

Australia's wheatbelt from being engulfed by salt using

farming systems developed in a proposed new national

research organisation, the Future Farm Industries

Cooperative Research Centre (FFI CRC).

Kevin Goss, CEO of the current CRC Salinity, said

“We have identified not only new ways to farm that will

prevent salinisation, but also prospects for $1 billion in

new industries, income and jobs for affected areas. We

are convinced it is possible, using science, to turn a

crisis affecting large areas of Australia's most

productive lands into new opportunities.”

A first-stage application for the new FFI CRC to the

Australian Government's CRC Program has been

submitted on behalf of 15 organisations across

Australia. If approved, the new CRC will operate from

2007 to 2013.

Mr Goss said the new Centre builds on the

agricultural successes of its forerunner, the CRC

Salinity, but is taking a very different approach to

salinity management by focusing on opportunities for

business and farmers to invest in profitable solutions.

In the short term the Future Farm Industries CRC's

research will combine engineering and plant options for

land already salt-affected and under immediate threat.

“We know from talking with farmers and R&D

corporations that a credible salinity strategy needs to

include short-term engineering options such as

drainage, working in concert with better-adapted

cropping and grazing systems. The proposed CRC is a

direct response to that advice from industry.

“In the medium term we see a wealth of opportunity

to use perennial plants - including native species -

which can support more intensive livestock production,

generate new products, boost farm profitability and use

soil water more effectively.” This approach has support

from the meat, grains and wool R&D corporations, six

state agriculture and natural resource agencies, four

universities and CSIRO, leading agribusinesses as well

as local businesses and individual farmers, he said.

In the longer term the FFI CRC will work with

companies who need wood from farms to overcome

looming shortages of forest resources and develop new

products such as charcoal for steelmaking, electricity,

elite timber products, particleboard or industrial and

pharmaceutical feedstocks.

“This partnership will transform dryland agriculture

in southern Australia through innovative research,

education and commercialisation; delivering at least

$1.1 billion of added value through agricultural

productivity growth and new industries. It signals a

new era in the major broad-acre industries cooperating

with science to achieve common goals,” Mr Goss says.

“The key to the new CRC is to make managing

salinity profitable. It is a business approach, but one

based on sound science and understanding the

environment in which we farm.”

“Many very promising perennial crops and farming

systems are already undergoing field trials,” Mr Goss

says.

The new perennial-based farming systems will not

only fight salt and deliver profits, but have spinoff

benefits such as protecting native birds and wildlife in

the landscape, and helping to keep Australia's fresh

water clean.

Capturing Fugitive Methane
Emissions

The CSIRO says a new technology called

VAMCAT (Ventilation Air Methane Catalytic

Turbine) is poised to capture methane emissions with a

greenhouse effect equivalent to more than 237 million

tonnes of carbon dioxide that are released to the

atmosphere every year from the world’s underground

coal mines through exhaust ventilation air.

The CSIRO and Australian Greenhouse Office

together with China’s Shanghai Jiaotong University

and Huainan Coal Mining Group will construct the first

pilot--scale demonstration unit at a coal mine in China.

The low--heating value gas turbine will be powered by

about 1 per cent methane in ventilation air. It will

generate green power while also consuming the mine’s

fugitive methane, which they say is 23 times more

potent than carbon dioxide as a greenhouse gas over a

100 year time frame.

“China is responsible for about 45 per cent of total

ventilation air methane emissions,” said Dr Shi Su from
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CSIRO Exploration and Mining, who is leading the

project.

“Although gas drainage efficiency in China has

increased from 15 per cent in 1998 to 26 per cent in

2004, much of the captured gas is poor in quality. It is

estimated that more than 70 to 80 per cent of the

drainage gas has a methane concentration of less than

30 per cent, which cannot be used by conventional

technologies. So while China is the largest source of

mine methane emissions, it is also the largest potential

market for technologies mitigating those emissions.

“Once this novel gas turbine technology is

demonstrated at a coal mine, it will also have

application in the mitigation and utilisation of methane

from landfill, livestock and the combustibles in

industrial offgas,” he said.

A prototype demonstration unit with a power output

of 10 to 30 kilowatts will first be demonstrated in the

Chinese mine. Operational performance data and

experience gained from this small unit will be used for

the design of a second--generation turbine of at least

one megawatt output.

Approximately 70 per cent of all coal mining related

greenhouse gas emissions can be attributed to methane

exhausted to the atmosphere. This is not only bad for

the environment, but also a waste of an important

energy source, say the partners. VAMCAT has the

potential to reduce these emissions while also

providing a valuable source of clean, green energy.

The project is being conducted under the Australian

Government’s Bilateral Climate Change Partnerships

Program with support from an Australia-China special

fund grant under the Australian Government

International Science Linkage Program and the

Australian Coal Association Research Program.

Titanium on the Agenda

The CSIRO Light Metals Flagship is working to

halve the cost of producing titanium components and so

open new potential for a local titanium industry.

Titanium is in high demand in the high--tech

medical and aerospace sectors because it is strong,

light, resistant to corrosion and biocompatible.

However, high metal and manufacturing costs have

limited its wider application – for example, in lighter,

more fuel--efficient cars.

The CSIRO says teams of scientists and engineers

around the world are racing to find a cheaper way of

making titanium to put it in the same price bracket as

high--quality stainless steel and open up lucrative new

markets worth hundreds of billions of dollars.

Australia is well positioned to take a lead in the race

for a better titanium production process. It has a natural

abundance of ilmenite and rutile, the raw materials used

to make titanium, strong infrastructure and a focused

national light metals research capability, in the form of

the Light Metals Flagship, said CSIRO.

The Flagship’s director, Dr Raj Rajakumar, says his

team aims to halve the cost of producing titanium

components by targeting critical ‘links’ in the titanium

metal value chain. These include improving feedstock

quality, finding an alternative to the current costly and

slow batch process for making titanium metal and

alloys, and making titanium sheet and tube directly

from powder.

“We are making good progress in developing

alternative processes for metal production based on

continuous processing,” he said.

“These processes have the capability of producing

high--grade titanium metal and alloys, and promise to

radically cut production time and costs. Work is also

progressing well on the direct fabrication of sheet and

componentry based on titanium metal feedstock.”

Stan Seagle, former Vice--President Technology at

RMI Titanium and a titanium expert, said the demand

for the metal in the US is “extremely strong” and is

expected to remain so for the next few years. “The

commercial aerospace market is the strongest driver

because of increasing orders for new planes,” he says.

“The newest designs, such as the Boeing 787

Dreamliner, contain up to 18 per cent titanium – about

twice the amount used in previous generation

airframes. Exacerbating the current lack of supply is the

high demand for titanium as an alloying addition to

other metals.”
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