Simon Armstrong, ConFor's timber transport project officer, reports on changes to use of red diesel (FTN March 2006).
In December 2004, HM Revenue and Customs (HMRC) issued a consultation paper on red diesel.  In response to that consultation, HMRC is proposing changes to tighten up the list of vehicles permitted to use red diesel.
Two of the most important categories for forestry use will be retained:
· Unlicensed vehicles that do not use the public road will continue to be allowed to use red diesel, but they will need to be compliant with Statutory Off Road Notification (SORN) legislation.

· Vehicles used between different parts of land used for forestry will continue to be able to use red diesel. The different parts of land must be: occupied by the same person; and not more than 1.5km apart. The vehicle must not be taxed for road use (it must claim the similar Vehicle Excise Duty exemption in VERA).
Changes to categories that may affect forestry operations include tractors and mobile cranes:
· Tractors used solely for agriculture, horticulture or forestry purposes will continue to be allowed to use red diesel. Discussion with HMRC indicates that it is likely to disallow red diesel use in tractors used in forestry road building where the tractor also uses the public road.  HMRC is open to discussion on this category and we would welcome your input in making a case for the legitimate use of tractors for purposes of forestry and road building for forestry.

· Independent loaders (vehicles built to load/unload timber from other vehicles in the forest but not designed to carry a load any distance).  Discussions with HMRC indicate that it is likely to classify independent loaders as mobile cranes and to remove them from the list of vehicles that can use red diesel.  Again, HMRC is open to discussion on this category and we would welcome your input in making a case for retaining red diesel use in this category.

HMRC is not open to considering the use of dual fuel (an engine running on red diesel and normal diesel tanks).  Dual fuel is permitted in some European countries but HMRC view it as very difficult to police and contrary to their policy and strategy on fuel fraud.  Whilst in theory it may be possible to challenge HMRC on legal grounds given that its interpretation of the relevant EU directive is different from other European countries, or present a case to the treasury that lower fuel prices would stimulate the economy, neither of these options is likely to be fruitful in practice.  
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