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Australia can win more from eliminating diesel than enabling AI
I am a great supporter of building data centres in Australia fuelled by renewable energy and located in the regions. I wrote about building one next to the Dinawan substation as far back as July 9, 2025. As regular readers would know, I also had a careful look at orbital data centres and I’ve written notes about the buildout around Eastern Creek in Sydney.
But but but the more important imperative for Australia is to get rid of diesel. Replacing diesel is an absolute no brainer, or so it seems to me and yet Australia has ZERO POLICY. Replacing diesel for road transport is a no brainer because it lowers transport costs by over 10%. Thats good for consumers, and for voters, it helps to drive inflation out of the economy.
Its probably unrealistic to expect Government policy to keep up with the real world. What Govt could be expected to take long term policy seriously when all people talk about is the price of diesel this week? Lets talk about non existent data centres while motorists fill up with expensive petrol and pay through the nose at the friendly super market.
Replacing diesel with electricity would:
· Eliminate about $35 bn of diesel imports (year to June 2026), which could be expected to lift the value of the $. This includes replacement of diesel in mining (easy) and agriculture (hard).
· Cut road transport’s fuel bill by $26 bn a year at this year’s prices, or $16 bn at pre-Hormuz prices. After netting off lost fuel excise and road user charges, the saving is about $9 bn a year on $75 bn of road freight revenue, which LOWERS THE COST OF MOVING GOODS by over 10%.
· Avoid $6 bn a year of health costs
· Improve the productivity of mining
· Improve national security
Freight transport is the priority
Mining is vital to Australia.but as important as mining is, today, transport must be the national electrification priority because it affects every Australian. Lets start with the oil products import bill. That’s the size of the prize. There are few bigger. Oil is from memory about 12% of all traded goods imports.
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Figure 1: Australia’s net oil import bill, 12 months to June 2026. Source: DCCEEW, Australian Petroleum Statistics, June 2026


Then the rise of diesel’s share:
	[image: ../_media_docx/petrol_vs_diesel_consumption-0128021.png]
Figure 2: Petrol and diesel consumption. Source: AES Table F 2025; APS June 2026


Then where the diesel goes:
	[image: ../_media_docx/diesel_consumption_by_sector_timeseries-0128073.png]
Figure 3: Diesel consumption by sector. Source: AES Table F, 2025 edition


So that’s the big picture, now let’s move to electrification.
Electrification of diesel road transport economics
The economics of replacing diesel in road transport is straightforward. Its spending capex to avoid opex.
1. How much does it cost to go a km on diesel?
1. How much does it cost to go the same km on electric?
1. How much more expensive is the electric truck compared to the diesel one?
1. Sign me up, where can I charge the truck.
The first thing to notice is we save variable cost (fuel per km) by perhaps increasing capital cost. Since the dawn of time when the ancients moved from using people to pull a plough to using horses or oxen that is how productivity has been achieved.
So let’s look at the numbers and the Orange man effect.
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Figure 4: Diesel wholesale price and B-double cost. Source: AIP terminal gate prices to 18 Sep 2026; ATO


Now let’s get all fancy and make a plot that shows the fuel saving/capex premium for various forms of trucking. This plot has to be studied.
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Figure 5: Electricity price that makes an electric truck pay. Source: ABS SMVU 2020, APS, ATO, OEM data; ITK estimate


Working through it: The vertical Y axis is the electricity price you pay when you charge your truck. I only run it up to $0.50/kWh. You could imagine higher numbers, but I don’t. The chart marks 40 c/kWh for public fast charging and 15 c/kWh for depot charging.
The horizontal X axis is the premium the electric truck pays over the diesel equivalent. My “bingo” channel sources suggest that for a 3.5 t truck you might pay say $80k for a Japanese diesel and say $110k for a Chinese electric. I expect that differential to reduce (see cars) but it’s where we are right now on gen 1 electric trucks. On the other hand up at the B double area you can find people who will swear blind and blue that a Windrose E700 is about the same as a new Mack and maybe a bit more than a diesel Scania, Man or Volvo. Who knows, my channel sources are not that broad and the numbers are “secret”. The table under the chart shows the other assumptions of diesel and electricity consumption per km. The diesel price is fixed at a conservative $1.64/L reflecting a rebate and ex GST and mostly ignoring Hormuz.
So to read the chart. If the capex premium is zero for electric, ie same cost as diesel, then the electric could pay over $0.40/kWh and break even. If the FTC rebate was eliminated they could afford almost $0.50. If I allowed for lower servicing costs, and these are real, there is a big UK study on cars showing it, then even higher prices could be justified.
The chart basically shows the obvious point that the more km you travel a year the bigger the capex premium you can afford. At 200,000 km a year for a B double you could pay say $200k extra capex if the charge cost was no more than $0.35/kWh, or $300k at $0.30/kWh.
But what about the charging?
The trucks exist. Here’s a post from LinkedIn from Ross Linton.
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Figure 6: 2,200 km in 24 hours in a 49 t truck. Source: Ross Linton, LinkedIn


That’s only the Chinese manufacturers and Tesla. Tesla signed a 2,500-truck single order in the USA. Let’s get real. There are also the European traditional manufacturers who once they have changed their undies are getting on with meeting the competition. Normally in Europe this means moving the goalposts but we can come back to that.
Like I said the trucks exist. What doesn’t exist is the charging infrastructure. It would be easy to blame the Government for this. After all if something is wrong it is obviously the Government’s fault. Except in my house where it is always my fault.
But really, the Government hardly knows what day of the week it is, and it is almost humorous to see Albanese holding hands and talking climate change in the Pacific or at the United Nations whilst having very little policy and certainly a diesel supporting rather than diesel reducing policy for fuel. That should not blind us to the opportunity this opens up for the private sector.
We can live in hope that even an Australian Prime Minister can eventually realise that actions speak louder than words. Much louder. As does a lack of action. But when faced with the political alternatives to our current prime minister most of us will just put up with what we’ve got and restrict ourselves to ever-increasing cynicism. And then observe that nature abhors a vacuum and there is an opportunity.
The opportunity is to build chargers. Quickly.
Around the world there are basically three truck charging models:
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Figure 7: Three ways to get energy into an electric truck. Source: ITK from press material


Look at all the trucks lined up at the Huawei hub. What would a charging station cost? Based on internet searches you can get a range between $1 m a bay and $2 m a bay. If we used the NewVolt numbers you are looking at a spread of about 12–17 c/kWh over the energy cost at 20–30% utilisation.
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Figure 8: What a megawatt charging bay has to charge. Source: CSIRO GenCost, ARENA, NewVolt; ITK estimate


There are a lot of factors to think about in relation to charger cost. Alternative use of the land, grid access, grid dependency, self generation, learning rates and so on. However there are reasons to think that with care and under competitive pressure costs could come down.
The company depot suits a business that can keep its own chargers busy: size the fleet and the chargers together, push utilisation up and the power cost down.
Equally if you could be first to market with the Open Access Hub you might get good capacity utilisation and as with other technology grid access might be a scarce resource. No doubt there are lots of factors.
As with solar and wind farms working out where the locations should be, optioning the site, organising your on or near site generation could end up with a semi competitive moat. If you have all the best sites maybe you have a cost advantage.
In any event my feeling is that NewVolt cost is ok for a first attempt but looks quite expensive by global standards and costs should come down as the network is built. Land costs have to be considered of course. Charging station BOS costs vary widely I expect depending on location and other design choices.
	[image: ../media/charging_bay_cost_benchmarks.png]
Figure 9: Charging bay cost benchmarks. Source: ITK estimate from published projects


I argue that the FTC rebate could be used to invest in transport electrification.
Repurposing the FTC - lots of support to eliminate the FTC
Most of the diesel fuel tax credit goes to the mining industry but about $1.3 bn goes to reducing diesel costs for heavy vehicles. I cannot understand why coal miners, BHP and Rio Tinto should get a tax rebate for burning diesel and as you can see from Figure 3 mining’s consumption of diesel is up 41% in the decade to 2023-24.
	[image: ../media/ftc_who_claims.png]
Figure 10: Who claims the fuel tax credit. Source: ATO via Australia Institute and CEF; ITK estimate


By my estimate, over 10 years one 240 t haul truck claims about $1 m of FTC and that would easily pay for an electric truck replacement all by itself.
Most reform proposals have been aimed at the big miners. The Greens naturally favour abolition for fossil fuel companies.
Climate Energy Finance proposed a $50 m annual rebate cap with credits above only available if the credit money was used for decarbonisation capex. Most companies fall below the $50 m cap, so the policy would only impact big miners. A version of this was endorsed by Fortescue, and the ACTU proposed a $20 m cap.
There is reported to be significant support within the ALP rank and file for a cap. But any discussion has been put on hold thanks to Hormuz. The Government priority is short term. Keep diesel prices down.
My proposal: phase out the rebate and give claimants tradeable certificates
Rather than write 1,000 words, here is the proposal in one graphic.
The rebate falls to zero over ten years. Every claimant gets certificates worth two years of its past claims. A certificate pays its face value only against spending on electrification, as defined on the chart. A claimant who can’t electrify, a farmer say, sells it to someone who can, or back to the government at a floor price. Measured in today’s dollars, the long term cost to the budget roughly halves and funding is provided for electrification. As I said just another thought bubble.
	[image: ../media/ftc_transition_scheme.png]
Figure 11: Phasing out the diesel rebate with tradeable certificates. Source: ITK
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Australia's net oil imports run at $52bn a year, $44bn of it outside

aviation

A$bn, 12 months to June 2026. Crude is a $2bn net export; refined product a $54bn net import,

of which diesel is $35bn — 64%
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DCCEEW, Australian Petroleum Statistics, data extract June 2026, sheets Imports value and Exports value. Crude
and feedstocks are a $2.0bn net export, offsetting that much of the $54bn product bill. Aviation fuel is turbine

fuel plus avgas, separated because it has no near-term substitute. Other products is lubricants and greases,
bitumen, fuel oil, kerosene and heating oil, and an unallocated residual — none above $1.3bn.

Exports are crude plus refined product. APS publishes a wider total oil export of $17.2bn that adds ships' and
aircraft stores — fuel bunkered here for international voyages — which is excluded so the rows tie to the total.

Twelve actual months, nothing annualised: the Hormuz price shock that roughly doubled petroleum imports from
March 2026 is in these figures as it fell. For scale, the 8 months before the shock ran at $41bn a year on the same

all-oil basis. Rounded to whole billions, so rows do not always sum to the totals.

ITK
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Australian petrol and diesel consumption
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Billion litres per year

Australian diesel consumption by sector
AES Table F, 2025 edition. Decade growth: 2013-14 to 2023-24. Other is total diesel less road, rail, mining and agriculture.
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Diesel: the wholesale price and what a B-double pays
National average terminal gate price, 5-day rolling mean, and the same price ex-GST less the heavy-vehicle fuel tax credit (excise less the road user charge)
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Terminal gate price: average of BR, Ampol, Viva and ExxonMobil, GST and excise inclusive, before freight and retail margin. The road user charge is 32.4 c/L from 1 July 2025 and stays in the operator's price.
Credit rates by period from the ATO; from 1 April to 30 June 2026 excise was cut 60.9% and the road user charge set to zero, partly restored 1 July, full rates from 3 August 2026.

Data: AIP terminal gate prices to 18 Sep 2026; ATO fuel tax credit rates - Visualisation: ITK
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Electricity price at the plug, c/kWh

What electricity price makes an electric truck pay?

Electricity price at the plug giving a zero NPV over 10 years at 10% from fuel savings alone, against the capex premium over a diesel truck, by annual distance.

Diesel $1.64/L net of GST and the heavy-vehicle credit.
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Capex premium of an electric truck over diesel, A$ thousand

Below a line the fuel saving pays for the premium; above it does not.

Per year Vehicle Diesel, L/100 km Electric, kWh/km
50,000 km Rigid 8-20 t, urban 22 1.0
100,000 km Rigid over 20 t, regional 32 1.2
150,000 km B-double 50 1.9
200,000 km B-double 50 1.9

Diesel $1.637/L is the $2.035/L. pump average for 2025 Q3 to 2026 Q2 (APS) ex-GST, less the 21.3 ¢/L heavy-vehicle fuel tax credit;

the September 2026 wholesale price is about a third higher, which moves every line up.

Fuel savings only: maintenance savings (about 8 c/km for a B-double) are excluded. Electricity at the plug, charging losses included. Annuity factor 6.14 (10 years, 10% real).
A single semi at 42.5 t (35 L/100 km, 1.45 kWh/km) doing 150,000 km sits between the 100,000 km and 150,000 km lines: 24 c/kWh at a $200k premium.

Diesel intensities from ABS SMVU 2020 and ATAP; electric intensities from OEM fleet data and the NET engineering study at 42.5 t GCM.

Sources: ABS SMVU 2020, APS June 2026, ATO, OEM fleet data - ITK estimate
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Some reflections on IAA

The Chinese are definitely on their way to Europe with 15 manufacturers
exhibiting heavy BEV trucks

The BYD ET44 debut was a standout with excellent charging speeds and
1000hp from a single axle....

The Tesla Semi was way better than two years ago, but is it a good fit for
Europe?

There will be more of the China/Europe collaborations like the SuperPanther.
Nothing startling about the truck but | do like V2G available from day 1.

Three different battery swap systems were on display, DeepWay BEV
Truck had the leading CATL Qiji, but there was even a forklift swap system from
an OEM which was a surprise.

As a kiwi | always like to see quality NZ products on display like
the Kwetta Sky Pillar

But meanwhile back in China, heavy BEV market leader XCMG Group releases
the Hanjing the day after IAA concludes.....

612kWh battery, 800v platform, 1400A charging, 20% to 80% in 20 minutes.

To show off the charging speed they travelled 2198km at 49 tonne in 24 hours on
a test track.

With a 4x2 truck that looks this good, you wonder why they didn’t exhibit in
Hannover
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Three ways to get energy into an electric truck

Swap or charge is a technology choice. Depot or open access is an ownership choice. China has already run the experiment at scale.

A B-double needs ~600 kWh a leg

How does it get there?

SWAP THE PACK CHARGE THE PACK
4~5 minutes 20~-45 min, falling

OPEN ACCESS HUB

someone else’s capital

COMPANY DEPOT
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Office/Amenities

/

10 MW x2h BESS

SPIC network station, China. Photograph Huawei / Yuanqi Xingguang, Sichuan. Opened Aug 2025 NET Wilton, NSW. Proposed site plan, likely 2027
+ ~5 min swap, battery leased not owned + 100 MW designed, 50 MW in stage one + 5 MW grid connection
«  Truck capital 30-40% lower at purchase - 18 bays at 1.44 MW, 108 at 600 kW » 12 x 42 m bays sized for A-doubles, +12 more
« 300+ stations, ~200,000 trucks on road « 700 trucks a day, 300,000+ kWh + 10 MW x 2 h battery, 2.5 MW solar canopy
« CATL became the largest operator, Aug 2026 « ~100 km of range in five minutes + 8 ha hardstand, up to 50 trucks
+ No Western OEM has committed to swap + US$21m, 11 acres — note the queue outside « Australia’s first megawatt truck charging

Swap wins on turnaround and on capital, and China can enforce one standard. Nobody else can — which is why the West is building megawatt chargers instead,
and why 70-80% of truck charging through 2030 is forecast to happen at depots and semi-public hubs rather than on the open road.

Chinese swap today is concentrated in short-radius return-to-base work — mixers, tippers, coal and steel — not linehaul; the 1,250 km Shanghai-Chengdu corridor is the exception. Depot share forecast: McKinsey and ICCT.

Images are press and marketing material and are not licensed for reuse. NET Wilton is a proposed site plan, not a built facility. ITK Services
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What a megawatt charging bay has to charge

Price per kilowatt-hour that gives a zero NPV on a 1 MW bay over 15 years at 10%, against capex per bay and the share of the year the bay is selling.
Energy bought at 21 ¢/kWh all-in; the truck chart's 35 c/kWh line shows what a B-double can pay.
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10% 24 4 24 0.9
20% 4.8 8 4.8 1.8
30% 7.2 12 7.3 26
40% 9.6 16 9.7 35

Energy at 21 c/kWh delivered is an all-in cost: wholesale, network, battery and solar operation, O&M and software, so no separate opex line.

Capital: 15 years at 10% real with the year-10 charger replacement at 27.5% of capex, an annual charge of 14.5% of capex. Utilisation is energy sold as a share of 8,760 MWh a year for a 1 MW bay.
ITK's capex estimates: A$1.3 to 2.1 m a bay for a 24-bay megawatt hub with a 10 MW / 20 MWh battery (battery 38%, chargers 20%); A$1.05 to 1.9 m in the Sydney to Melbourne corridor model.
Read with the truck chart: a B-double at a $200k premium pays up to about 35 c/kWh, a rigid at 100,000 km about 16 c/kWWh.

NewVolt Stage 1: three Melbourne hubs, 24+ bays at 400 kW, $61.82 m total project less $10.3 m of truck transition funding, so about A$2.1 m a bay on a whole-project basis (ARENA, NewVolt, March 2026).
Sources: CSIRO GenCost 2025-26, Tesla, NREL, ARENA, NewVolt - ITK estimate
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What a truck charging bay costs

Capex per bay at built-out scale: four international benchmarks against NewVolt's Stage 1.

The benchmarks differ in scope, which is why they differ six-fold.

Capex per charging bay, built out

Huawei, Sichuan, 126 bays _ A$0.26 m

Incl. land and an existing connection; 18 bays at 1.44 MW

US generic depot, 100 trucks _ A$0.32 m

Charger hardware and electrical only

Milence, Europe, 1,700 points _ A$0.49 m

JV funding over target points; weakest figure

Kettieman City, Calfornia, 56 bay- | N, /s o m

Incl. land, 3.86 MW solar, 4 MWh battery

NewVolt Stage 1, 24+ bays at 400 v | | As21-26m

Whole project, ex the $10.3 m truck subsidy
0.0 0.5 1.0 1.5 2.0 25 3.0
AS$ million per bay
Solid bar: low estimate; pale extension: high estimate.

Benchmarks converted at US$1 = A$1.54. Per bay is only comparable at built-out scale: fixed plant sized for the full site halves the per-bay figure when the second stage is added.
NewVolt Stage 1: three Melbourne hubs, 24+ bays at 400 kW, $61.82 m total project less $10.3 m of truck transition funding (ARENA, NewVolt, March 2026).

Sources: Huawei, NREL, Milence, Tesla, ARENA, NewVolt - ITK estimate
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Who claims the diesel fuel tax credit
$10.2bn claimed in 2024-25, about $13bn a year by 2026-27 on the forward estimates. Off-road diesel 53.7 c/L, heavy vehicles 21.3 c/L.

Roy Hill $0.13bn
Coal ~$1.4bn Rio Tinto $0.42bn
Mining _.-- — $4.80n
BHP iron ore $0.29bn Fortescue $0.31bn Other mining ~$2.3bn

BHP's BMA and Mt Arthur coal mines are inside the coal segment; its copper and nickel are in other mining. 0.9% of claimants take the mining share.

Road transport
(heavy vehicles, net of road user charge) _ $1.3bn

Agriculture, forestry, fishing $1.2bn

~84,500 claimants, average claim ~$11k

Construction $1.0bn

Other (ralil, utilities,

manufacturing, marine) $1.8bn

Sector split applies the ATO's 2022-23 distribution of claims by industry to the 2024-25 total; 'Other" is the residual.
Mining 46.7% and agriculture 12.3% of value (Climate Energy Finance from ATO data); road transport 13% and construction 10% (Australia Institute). Company figures are CEF's FY24 estimates.

Sources: ATO claims data 2022-23 via Australia Institute (2024) and Climate Energy Finance (2025-26); company accounts FY24; PBO forward estimates - ITK estimate
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Phasing out the $10bn diesel rebate

The rebate falls to zero over ten years. Every claimant gets certificates worth two years of rebate, to spend or sell.
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