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At present, the UK lags
behind some other European
Union countries, notably
Germany and France, on
biodiesel take-up. While the
EU target is that biofuels
should account for 2 per cent
of all transport fuel sold in
2005 and 5.75 per cent by
2010 - an estimated demand
of 10.5bn litres a year - the
UK expects to achieve just
0.3 per cent this year.

Biodiesel enthusiasts
believe the fuel could
comprise 20 per cent or more
of a blend but carmakers
focused on warranty obliga-
tions are more cautious, opt-
ing for 5 per cent biodiesel.

However, even this small
percentage gives big possibil-
ities. Sean Sutcliffe, Biofuels’
chief executive, says: “I
would prefer to sell 5 per
cent to all diesel users in the
UK rather than try to grow a

whole new market sector.”

Biofuels, with headquar-
ters in Teesside, is building
Europe’s biggest biodiesel
production plant, -able to pro-
duce 250,000 tonnes a year,
at Seal Sands, near the
mouth of the Tees. First pro-
duction is due this July,
with full production by Sep-
tember. A second plant, at
Seal Sands or in continental
northern Europe, is planned.

Although .the £28m Seal

Sands plant is based on
proven technology, licensed
from Energea of Ausiria, the
project has sustained delays
to its original timetable and
consequent cost overruns,
arising from capital and
working capital cost needs
and hedging arrangements.
Having raised £13m net at
flotation, plus £17m debt
from Barclays, Biofuels
recently raised, via a plac-
ing, slightly more than £30m

Fuelling the future: Sean Sutcliffe ‘would prefer to sell 5 per cent to ail diesel users in the UK rather than try to grow a whole new market sector’

net, plus £5m bank .debt.
Contracts have so far been
agreed for the glycerine and
with Petroplus for a quarter
of the biodiesel. “We are
talking to a range of distrib-
utors and refineries for the
bulk of production,” says Mr
Sutcliffe. Some may be sold
to Germany. Biofuels esti-
mates its annual operating
profit will be £14m (£30m
before the hedging impact).
The 20p discount on excise

duty belps biodiesel’s viabil-
ity but the fiscal instrument
that could stimulate demand
is the proposed Renewable
Transport Fuel Obligation,
now under government con-
sideration. This would oper-
ate in a similar way to the
power generators’ Renewa-
ble Obligation Certificates.
But D1 Oils insists the
best option is a business
model that needs no govern-
ment subsidy. “We feel the
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Bank of India to provide
1.3bn rupees (£15m) to local
farmers in Tamil Nadu to
plant up to 40,000 hectares of
jatropha. The deal, says SBI,
will benefit small farmers
and landless labourers.
Regardless of the business
model adopted, interest in
partaking in biodiesel inno-
vation is spreading.
This is the fourth in a five-
part series featuring smaller
companies active in the
renewable energy sector.
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retail environment led to the
group’s disappointing first
half.

However, the company
said: “Our businesses will
witness an improved per-
formance during the second
half, which we expect to con-
tinue into the next financial
year.”

The group mé\nta.med its
interim dividend at 1.1p and
made losses per share of 3.8p
(4.22p earnings). Its shares
rose 7p to 40%p yesterday.






