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The U.S. Environmental Protection Agency (EPA) unveiled 
November 29 its final 2011 percentage standards for the four 
categories of fuel under the agency’s renewable fuel standard 
program, known as “RFS-2.” The final rule is available here: 
link to document.

Under the EPA rule, most refiner compliance is assumed 
to be achieved by ethanol-gasoline blending, rather than 
biodiesel or “renewable diesel” blending.

Under the U.S. Energy Independence and Security Act 
(EISA) law, which dictates that U.S. refiners and importers 
eventually must sell 36 billion gallons of “renewable” fuel 
by 2022, EPA must calculate percentage-based renewable-
fuel standards for each year through 2022. 

Based on those standards, “each producer and importer 
of gasoline and diesel determines the minimum volume of 
renewable fuel that it must ensure is used in its transportation 
fuel,” according to EPA. 

Under the new EPA rule, the final 2011 overall “RFS-2” 
volume and standards are: 

1. Cellulosic biofuel: 6.6 million gallons; 0.003%;
2. Biomass-based diesel: 800 million gallons; 0.69%;
3. Advanced biofuel: 1.35 billion gallons; 0.78%;

4. Renewable fuel : 13.95 billion gallons; 8.01%.
Because of a drastic commercial shortage of “cellulosic” 

biofuel for 2011, EPA slashed the EISA-required 250 million 
gallons for 2011 to just 6.6 million gallons.

However, “EPA remains optimistic that the commercial 
availability of cellulosic biofuel will continue to grow in the 
years ahead,” according to the agency. 

U.S. Biodiesel Lobby Happy
The U.S. National Biodiesel Board (NBB) on November 29 
praised the EPA 2011 RFS-2 volume requirements, which 
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require 800 million gallons of “biomass-based diesel,” 
which can be either the conventional fatty acid methyl ester 
(FAME) biodiesel or else the less-common hydrotreated 
vegetable/animal fats, an all-hydrocarbon product known as 
“renewable diesel.” 

According to NBB, “biodiesel is [North] America’s first 
commercial scale ‘advanced biofuel,’ and biodiesel can and 
will likely be used by petroleum companies and other obli-
gated parties to fill the RFS-2 biomass-based diesel require-
ment -- 800 million gallons or 1.2 billion ‘D4 RINs’ [that is, 
biomass-based renewable information number credits], and 
the advanced biofuels program (1.35 billion D4 RINS or 900 
million gallons of biodiesel).” 

The new EPA rule “will add certainty to biodiesel mar-
kets, where it is anticipated that obligated parties will con-
tinue to add the required growing volumes of biodiesel to the 
diesel-pool marketplace as [the U.S.] Congress intended.”

EPA: U.S. Biodiesel Capacity Sufficient
EPA found that the 800 million gallons biomass-based diesel 
requirement for 2011 can be met with existing biodiesel ca-
pacity in the U.S.

What’s more, since biodiesel has an ethanol “equivalence 
value” of 1.5, the 0.8 billion physical gallons of biodiesel 
would provide 1.20 billion ethanol-equivalent gallons that 
can be counted towards the “advanced biofuel” standard of 
1.35 billion gallons, according to EPA. 

“Based on our analysis, we believe that there are suffi-
cient sources of other advanced biofuel, such as additional 
biodiesel, renewable diesel, or imported sugarcane ethanol, 
such that the standard for advanced biofuel can remain at the 
statutory level of 1.35 billion gallons,” according to EPA.

“”There are also other potential sources of advanced bio-
fuels that could contribute to compliance with the advanced 
biofuels standard in 2011, such as diesel fuel additives made 
from waste cooking oil or restaurant grease.

“Although biodiesel production appears to have been sig-
nificantly affected by both the EU [European Union] tariff 
on biodiesel from the U.S. and the expiration of the [US$1/
gallon] biodiesel tax credit, the fact that the U.S. biodiesel 
industry has produced higher volumes when it was economic 
for it to do so suggests that the industry may have the ca-
pability to produce greater volumes in the future under the 
appropriate circumstances. 

“According to information from the [U.S.] biodiesel indus-
try, only 52 biodiesel facilities with a production capacity to-
taling 600 million gallons have been idled. The total biodiesel 
production capacity at facilities that are still operating is 2.4 

billion gallons. Ramping up production will require some time 
and potentially some reinvestment, but based on feedback 
from industry we nevertheless believe that it can occur in time 
to meet a production goal of 800 million gallons.

“Some commenters suggested that the 2011 volume require-
ment for biomass-based diesel should be lowered because the 
biodiesel industry is expected to produce insufficient volumes 
in 2010 to meet the 2009/2010 biomass-based diesel standard 
based on an applicable volume of 1.15 billion gallons. This, 
they argued, demonstrates that the biodiesel industry cannot 
be expected to meet demand of 800 million gallons in 2011. 

“However, for the first five months of 2010, the average 
production rate was about 32 million gallons per month. If 
this production rate continued through the rest of 2010, the 
total annual production of biodiesel would be approximately 
380 million gallons. 

“EPA estimated that the 1.15 billion gallon standard for 
biomass-based diesel in 2010 would generate a demand for 
about 345 million gallons of qualifying biodiesel and renew-
able diesel in 2010. The remaining portion of the 1.15 billion 
gallon standard would be met with previous-year RINs. 

“Thus, an annual production volume of 380 million gal-
lons should be sufficient to enable obligated parties to meet 
the 2010 biomass-based diesel standard if exports are kept to 
a minimum. In fact, net exports of biodiesel have gone down 
every year since 2008, due in part to fewer cost-effective op-
portunities for sale of biodiesel in Europe. 

“Moreover, we do not believe that the activities of the 
biodiesel industry in 2009 and 2010 are necessarily an ap-
propriate indicator of its potential for 2011.

 “A regulatory mandate for biomass-based diesel did not 
exist in 2009, and the mandate for biomass-based diesel in 
2010 was a unique circumstance that allowed a significant 
number of 2008 and 2009 biodiesel RINs to be used for com-
pliance in 2010. 

“Despite the expiration of the biodiesel tax credit at the 
end of 2009, monthly domestic consumption of biodiesel 
was actually higher in the first five months of 2010 than it 
was during the same period in 2009. One possible reason for 
this is that 2010 was the first year that the biomass-based 
diesel standard was in effect.”

‘Cellulosic’ Shortfall Analysis
However, EPA found that only five U.S. facilities have the 
potential to make “cellulosic biofuel” commercially avail-
able for transportation use in the U.S. in 2011. 

Beyond the U.S., two cellulosic biofuel plants in Canada 
and one in Germany “we expect will produce cellulosic bio-
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fuel in 2011,” according to EPA. However, “while these 
facilities may also be able to produce cellulosic volume in 
2011, we determined that they are unlikely to make the fuel 
available to the U.S. market,” according to EPA. 

“EPA is currently aware of more than 20 facilities repre-
senting over 300 million gallons of production that are tar-
geting commercial production of cellulosic biofuels in 2012. 
As a result . . . EPA believes there is reason for optimism 
when looking at the plans for the cellulosic biofuel industry 
in 2012 and beyond.”

EPA has “tracked the progress of over 100 cellulosic bio-
fuel production facilities” in order to calculate potential vol-
ume, according to the agency. 

“From this large group of over 100 production facilities 
we identified 35 that had planned to begin cellulosic biofuel 
production by early 2012. From this smaller list of facilities 
we used publically available information, as well as infor-
mation provided by DOE [U.S. Department of Energy] and 
USDA [U.S. Department of Agriculture], to determine which 
facilities were the most likely candidates to produce cellu-
losic biofuel and make it commercially available in 2011.”

KiOR Cellulosic Diesel
“We believe that there are four companies in the United 
States with the potential to produce cellulosic alcohol and 
make it commercially available in 2011,” according to EPA. 
“These companies are DuPont Danisco, Fiberight, KL En-
ergy Corporation, and Range Fuels.

“EPA also believes that a fifth company, KiOR, will be in 
a position to produce some cellulosic diesel fuel in 2011 [see 
Diesel Fuel News 09/06/2010].

“KiOR has developed a catalytic pyrolysis technology ca-
pable of converting cellulosic biomass directly to a bio-crude 
with low oxygen content. KiOR currently has a small pilot 
facility capable of producing 10 to 15 barrels of bio-crude 
per day in Houston, Texas. 

“In order for this fuel to be used as a transportation fuel it 
would have to go through further refining. This could either 
be done at the KiOR facility if the necessary equipment is 
installed, or at an existing refinery. 

“While KiOR is not currently producing a finished trans-
portation fuel, this bio-oil could be upgraded and be eligible 
for RIN generation under the RFS program. EPA projects 
that this facility can produce 0.2 million gallons of fuel, rep-
resenting 0.3 million RINs in 2011.”

However, EPA has since dropped both Bell BioEnergy 
and Cello Energy from its list of cellulosic diesel producers. 

In the year since EPA first published its RFS-2 proposed 
rule, “the project that Bell BioEnergy had been working on 
that EPA had identified as a potential source of cellulosic 
biofuel has been terminated,” according to EPA. “They 
[Bell] are currently exploring other options for locations for 
their first commercial facility, as well as potential sources 
of funding. 

“While we are not counting on any volume from Bell Bio-
Energy for the 2011 projected available volume, it is feasible 
that they could produce cellulosic diesel or jet fuel in 2011 if 
they are able to identify a suitable location for their facility 
and secure the necessary funding in the near future.” 

As for Cello Energy, it has since filed for Chapter 11 
bankruptcy (see related story, this issue), “therefore no vol-
ume from this facility has been included in our projected 
cellulosic biofuel volume for 2011,” according to EPA.

One other potential cellulosic biofuel producer for in 2011 
is Choren, according to EPA. 

“Choren has completed construction of a facility in Frei-
berg, Germany with a production capacity of 3.9 million 
gallons of diesel fuel. This facility used a thermochemical 
process to convert biomass to syngas and then catalytically 
converts the syngas to diesel fuel. 

“The facility is currently undergoing commissioning and 
it is unclear when they will begin commercial production. 
Additionally, there is likely to be strong local demand for the 
fuel. Due to these factors, EPA is not projecting that any fuel 
produced by Choren will be imported into the U.S. in 2011.”

EPA on Covanta Waste-to-Diesel 
Among the companies pursuing catalytic depolymerization 
schemes for biomass-based diesel is Covanta (see Diesel 
Fuel News 06/14/2010, 01/18/2010, 02/02/2009), according 
to the EPA analysis 

“Covanta has secured license rights to a catalytic depoly-
merization technology developed by AlphaKat GmbH. Co-
vanta constructed an AlphaKat demonstration plant in West 
Wareham, Massachusetts designed to process 45 tons of 
waste per day into renewable diesel fuel,” according to EPA. 

“If successful, the total liquid fuel production capacity of 
this demonstration plant will be 1 million gallons per year. 
This plant started up in mid-2010 and after experimenting 
with the technology to further understand its capabilities, Co-
vanta expects to use the liquid distillate fuel produced from 
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this demonstration plant within its own plant as heating oil 
and non-road diesel fuel.”

2011 Price for Cellulosic Biofuel Credits 
Also included in the RFS-2 final rule for 2011 is an EPA-set 
price of US$1.13 for each “waiver credit” for obligated par-
ties (refiners, importers) that otherwise would fall short of 
meeting the cellulosic biofuel mandate.

“These waiver credits are not allowed to be traded or 
banked for future use, and are only allowed to be used to 
meet the 2011 cellulosic biofuel standard. Moreover, unlike 
cellulosic biofuel RINs, waiver credits may not be used to 
meet either the advanced biofuel standard or the total renew-
able fuel standard,” according to EPA. 

– Jack Peckham 

REGULATION & LEGISLATION

Malaysia Mulls New Diesel Price Control Schemes
The Malaysian government is considering a new regulatory 
scheme covering four categories of diesel end-users, according 
to a December 2 report from the official Bernama news agency

The government’s Trade, Cooperatives and Consumerism 
Minister Datuk Seri Ismail Sabri Yaakob was quoted in the 
report as saying that “irresponsible people were taking ad-
vantage of the subsidized prices to trade in the fuel.”

For ordinary motorists, diesel is sold at RM1.75 (US$0.55) per 
liter at the pump, RM1.45 (US$0.46) to the commercial trans-
portation sector, RM1.25 (US$0.396) to fishermen and RM2.05 
(US$0.65) to the industrial sector, according to the report

“We propose to study the diesel price subsidy system 
again,” Ismail Sabri was quoted as saying to reporters fol-
lowing a meeting on diesel abuse.

Meanwhile, the government cut motorist diesel and 
gasoline price subsidies by Sen 5/liter (US$0.016) on De-
cember 3. As a result, diesel for ordinary motorists rose to 
RM1.80 (US$0.57) per liter, while gasoline rose to RM1.90 
(US$0.60) per liter.

Despite the price increase, Malaysia’s retail prices for 
diesel and gasoline remain lower than those in neighboring 
countries including Indonesia, Singapore and Thailand, ac-
cording to a Bernama report.

“The price per liter for diesel is RM2.50 [US$0.79] in 
Indonesia, RM3.18 [US$1.01] in Singapore and RM2.96 
[US$0.94] in Thailand,” according to the report.

U.S. Greens, DTF Tout ‘Diesel Emissions Reduction Act’ Bill
More than 500 environmental, public health, industry and 
government organizations are pushing reauthorization of the 
“Diesel Emissions Reduction Act,” which passed the U.S. 
Senate Environment and Public Works Committee (EPW) 
November 30.

The bipartisan legislation was introduced on November 
18th by U.S. Senators George Voinovich (R-Ohio) and Tom 
Carper (D-Del.) and cosponsored by several of their col-
leagues including EPW Chair Barbara Boxer (D-Calif.) and 
Ranking Member James Inhofe (R-Okla.).

 Diesel Technology Forum executive director Allen 
Schaeffer said of the bill: “While it’s been difficult lately to 
find environmental issues that have near-universal biparti-
san support among Democrats and Republicans, DERA has 
proven to be one program to do so. 

“We are hopeful the full Senate and U.S. House will con-
tinue this bipartisan effort and reauthorize DERA during the 
lame duck session” before a new Congress returns to Wash-
ington, D.C., in late January.

India Still Seeking Alternative Marker for Subsidized Kero Sales
India’s Ministry of Petroleum & Natural Gas (MOPNG) an-
nounced November 26 that it’s still trying to find a new, “ef-
ficient” marker system for separating kerosene used in road 
fuel from the kerosene destined for “below poverty line” 
(BPT) families using it for cooking and lighting.

In a letter to India’s lower house (“Lok Sabha”) of Parlia-
ment, the MNOPG pointed out that it had discontinued an 

earlier marker as of December, 31, 2008, “and directed oil 
marketing companies [OMCs] to find a new, efficient marker 
system through global expression of interest. Accordingly, 
OMCs are in the process of finding another marker system 
for doping with” kerosene,” according to the MOPNG.

The Ministry also informed Parliament that “the OMCs 
have reported that as a precautionary measure relating to 
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possible health hazard and also from toxicological point of 
view with regard to usage of marker in kerosene a specific 
requirement is kept in the tenders which specify that the 
marker should be occupationally and toxicologically safe. 
Such requirements are summarized as follows: 

“1.  The marker should not impart any color to the kero-
sene and marked kerosene should conform to the cur-
rent IS 1459 specification. 

“2.  The marker should be compatible with all type of Indian 
and imported kerosene including blue dyed kerosene. 

“3.  The marker should be occupationally and toxicologi-
cally safe. Vendor must provide Material Safety Data 
Sheet for the same.”

TECHNOLOGY

MAN, Wartsila Team-up on ‘Near-Zero-Emissions’ Marine Diesel R&D

MAN Diesel & Turbo and Wärtsilä officials announced De-
cember 3 that they’ve agreed to pursue a large joint research 
project – dubbed “Hercules-C” – aiming to develop “near-
zero emissions” marine diesel propulsion engine technology.

The project, expected to run for three years from 2012 to 
2015, will employ a “combinatory approach for engine ther-
mal processes, system integration and optimization, as well 
as engine reliability and lifetime,” according to the partners. 

“Hercules-C” follows two earlier projects. In “Hercules-A,” 
from 2004 to 2007 (see: www.ip-hercules.com) “large-scale 
research platforms were established, with the main objec-
tive being to screen the potential of a broad range of emis-
sion reduction technologies. Significant improvements were 
achieved as a result of this work,” according to the companies.

“Hercules-B” (2008-2011, see: www.hercules-b.com) 
focused more upon improved efficiency, reduced fuel con-
sumption and fewer carbon dioxide (CO2) emissions, accord-
ing to the companies.

“Hercules-C” has a proposed budget of €19 million 
(US$25 million), bringing the total combined budget of the 
Hercules programs (2004-2015) to €79 million (US$105.6 
million), according to the companies.

 The project is expected to be proposed in 2010 for fund-
ing within the “Framework Program 7” of the European 
Commission.

The proposed research will focus upon “advanced engine 
developments in combustion and fuel injection, as well as 
through the optimization of ship energy management, and 
engine technologies supporting transport mission manage-
ment,” according to the companies.

This will include “advanced materials and tribology de-
velopments to improve safety and reliability, as well as 
sensors, and monitoring and measurement technologies to 
improve the controllability and availability of marine power 
plants,” according to the companies. – Jack Peckham

Korea Institute Wins Diesel Cetane Improver Patent
The World Intellectual Property Organization (WIPO) an-
nounced November 25 that the Korea Research Institute of 
Chemical Technology won a patent for a bicycloheptane-
based cetane number improver for diesel fuel.

The WIPO patent description is available here: link 
to document.

“This cetane number improver has lower toxicity and su-
perior stability, compared to a conventional cetane number 
improver, and can greatly improve the cetane number of fuel 
oil such as diesel, thus increasing combustion efficiency of 
fuel oil,” according to the WIPO summary.

Sodium/Lithium Dual-Battery Boosts Heavy-Duty Prospects, Cuts Costs
GE announced December 2 that prospects for broader elec-
trification of buses, delivery trucks, off-highway vehicles 
and other heavy vehicles could be boosted by a sodium/
lithium dual-battery system that cuts total battery costs by 
about 20%.

A GE research team “successfully demonstrated a dual 
battery system on a zero tailpipe emissions hybrid transit bus 
that pairs a high-energy density sodium battery with a high-
power lithium battery,” according to the company. 

http://www.worldfuels.com/DFN/
http://www.ip-hercules.com/
http://www.hercules-b.com/
mailto:jpeckham@hartenergy.com
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“GE researchers believe a dual system with high power 
and energy storage capacity could achieve the optimal elec-
tric driving range and acceleration requirements at a more 
practical size scale and cost for larger vehicles.” 

The dual-battery system test is part of a US$13-million re-
search project GE is engaged in with the U.S. Federal Transit 
Administration (FTA) and Northeast Advanced Vehicle Con-
sortium, funded under the National Fuel Cell Bus Program. 

“With the cost of the battery remaining a principal hurdle, a 
dual battery system could bring these costs down and help ac-
celerate the electric revolution for bus and delivery truck fleets 
representing hundreds of thousands of vehicles,” said Lembit 
Salasoo, GE principal investigator on the hybrid bus project. 

 “With heavier vehicle platforms, both energy storage and 
power are a premium to deliver optimal vehicle performance, 
but the exact needs can vary based on a vehicle’s size and 
drive cycle. The beauty of our dual battery system is that it 
can be scaled to deliver just the right combination of power 
and storage.” 

Many of the 843,000 buses registered in the U.S. (includ-
ing most of the 63,000 transit buses and 480,000 school 
buses) travel less than 100 miles per day, according to GE. 
Hence battery power seems relatively feasible for daily duty.

However, “most types of batteries today come with a 
trade-off between power and energy storage,” according to 
GE. “For example, lithium batteries, provide a lot of power 
for acceleration, but are not optimized to store energy for 
driving range. 

“Sodium batteries are on the opposite side of the spectrum. 
They store large amounts of energy, but are less optimized 
for power. GE’s dual battery combines the best attributes of 
both chemistries into a single system. In the hybrid transit bus 
demonstration, the lithium battery focused on the high power 
acceleration and braking, while the sodium battery provided 
an even electric power flow to extend the bus range.”

Shell’s Dry-Feed System Seen More Efficient for CTL
The dry-feed gasification system employed by Shell would 
be more efficient than the slurry-feed system of GE for no-
tional coal-to-liquids (CTL) plants, according to a Carnegie 
Mellon University study.

The study (see: link to document), published in the scholarly 
journal Energy Procedia (Elsevier), examined a notional 50,000 
barrels-per-day CTL plant, as well as notional cases with both 
Fischer-Tropsch (FT) fuels plus electric power output.

“The main reason for better performance and economics 
of a Shell [dry-feed] system is the larger fraction of CO [car-
bon monoxide] and H2 [hydrogen], the main reactants in a 
FT reaction, in the gasifier products compared to the [slurry-
feed] GE system,” according to the study.

“However, for both the cases, the costs of liquid product 
from both liquids-only and co-production plants are compa-
rable to the crude oil prices seen in the past two to three years. 

“Though co-production [electricity and FT fuels] plants 
are much costlier than liquids-only configurations in terms 
of capital cost, because of the high electricity revenues, the 
cost of liquid product is lower than that of the liquids-only 
case, at market prices of electricity. 

“A co-production plant using a dry-feed gasification sys-
tem produces cheaper liquid fuels compared to a plant using 
slurry-feed gasification, because of lower capital cost as well 
as higher electricity production. 

“Plant-level CO2 emissions can be greatly reduced by 
using the CCS [carbon capture and storage] technology, 
without much increase in capital cost. Even with CCS, the 
liquid product costs are comparable to recent crude oil prices. 

“For a liquids-only configuration, CCS is a cheaper option 
when the CO2 price exceeds US$12/metric ton. However, for 
a co-production plant, the CO2 price has to be more than $35/
ton to make CCS cost-effective, when the electricity prices 
are in the range of $0 - $100/MWh. 

“Without CCS, there will be a huge increase in CO2 emis-
sions. Thus, even though co-production plants mitigate fi-
nancial risk, they also cause environmental risk in the form 
of increased CO2 emissions, unless there is a sufficiently 
high price on CO2 emissions. 

“However, co-production is more efficient than the sepa-
rate production of liquids and power and, the difference in 
efficiency increases with the addition of CCS. This advan-
tage can be utilized to achieve a net reduction in overall CO2 
emissions.”

While the research was supported in part a U.S. Department 
of Energy/ National Energy Technology Laboratory (DOE/
NETL) grant, the authors emphasized that their conclusions 
were their own and not necessarily those of DOE/NETL. 

– Jack Peckham 

http://www.worldfuels.com/DFN/
http://www.cmu.edu/epp/iecm/rubin/PDF files/2010/GHGT-10_Mantripragada & Rubin- CTL.pdf
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DISTILLATE MARKETS

U.S. EPA-Touted Cello Energy Files for Bankruptcy

Alabama-based Cello Energy – touted by the U.S. Environ-
mental Protection Agency (EPA) last year as an emerging 
“cellulosic diesel” star – has filed for bankruptcy.

The EPA earlier claimed that Cello had developed a rela-
tively cheap catalytic depolymerization scheme for convert-
ing low-cost cellulose and waste feedstocks into bio-based 
diesel fuel (see Diesel Fuel News 05/11/2009).

According to the EPA’s November 29 release of its “RFS-
2” renewable fuels rules for 2011 (see related story, this 
issue), “Cello has a structurally complete facility in Bay Mi-
nette, Ala., with an annual production capacity of 20 million 
gallons of diesel per year. While their facility is structurally 
complete, they have experienced feedstock preparation and 
handling issues that need to be resolved before they will be 
able to again attempt start up and production.

“Litigation related to contract issues has also provided a 
set-back likely delaying any potential production from Cel-
lo’s facility.

“On October 20, 2010, Cello Energy filed for Chapter 11 
bankruptcy, therefore no volume from this facility has been 
included in our projected cellulosic biofuel volume for 2011.”

According to EPA, the Cello Energy scheme “catalyti-
cally depolymerizes cellulose, and then repolymerizes it to 
produce synthetic hydrocarbon fuels such as gasoline, jet 
fuel and diesel fuel.

 “The company claims that they can produce diesel fuel 
for about US$0.40 per gallon by processing hay, wood chips 
and used tires. Based on our projections of future cellulosic 
feedstock costs, their production costs for using only cellu-
losic feedstocks and assuming the cellulosic feedstock costs 
developed above would likely be about $1.00 per gallon. 

“At moderate pressure and temperature, the Cello-Energy 
process catalytically removes the oxygen and minerals from the 
hydrocarbons that comprise cellulose. This results in a mixture 
of short chain (3, 6 and 9 carbon) hydrocarbon compounds. 

“These short chain hydrocarbon compounds are polymer-
ized to form compounds that boil in the diesel boiling range, 
though the process can also be adjusted to produce gasoline 
or jet fuel. 

“The resulting diesel fuel meets the ASTM standards, is 
in the range of 50 to 55 cetane and typically contains 3 ppm 
[parts per million] of sulfur. The resulting diesel fuel has 

been tested in Caterpillar engines to demonstrate the viability 
of the fuel. 

“The Cello-Energy process is reported to convert 94% of 
the hydrocarbon material to diesel fuel, although a very small 
amount of heavier hydrocarbons is also produced. The Cello 
Energy Process could be totally self-sufficient by routing 
12% of the product to run generators to produce the electric-
ity that it needs. 

“The only energy input is electricity – no natural gas nor is 
water used in the process. The Cello process is on the order 
of 82 % efficient at converting the feedstock energy content 
into the energy content of the product, which is very high 
compared to most of today’s biochemical and thermochemi-
cal processes which are on the order of 50% efficient, or less. 

“Because of the simplicity of the process, the capital costs 
are very low. A 50 million gallon per year plant only incurs 
a total cost of $45 million. This is typical of the capital costs 
incurred when refiners expand their refineries, a very low 
cost for a grassroots plant.”

Lawsuit with Big Pulp Producer
However, Cello Energy was hit by a US$10.4-million civil 
damages and fraud judgment last year in a lawsuit brought 
by big paper/pulp maker Parsons & Whittemore (P&W) over 
funding and ownership of the biofuels scheme (see Diesel 
Fuel News 07/076/2009).

A federal jury in Mobile, Ala.,, ruled that Cello must pay 
$2.8 million to P&W, another $104,000 for alleged fraud, 
plus $7.5 million in punitive damages.

P&W earlier had invested $2.5 million in Cello and had 
a $10 million option for a one-third ownership share. How-
ever, unknown to P&W, Cello Energy chairman Jack Boykin 
had secretly cut a separate $10-million investment deal from 
California-based venture capital firm Khosla Ventures, P&W 
witnesses contended at trial. 

P&W contended this deal had illegally diluted the value 
of its investment, but the jury ruled Khosla wasn’t culpable 
for alleged “tortious interference” with its separate deal with 
Cello. Khosla had invested nearly $13 million in Cello.

The bigger problem for P&W is that its investment in the 
claimed cellulosic fuel scheme turned out to be technology 
that, from P&W’s point of view, was fraudulent, as P&W 
explained to Diesel Fuel News.
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P&W trial attorney Dave Boyd explained that Khosla had 
taken samples in February and March 2009 of the supposed 
cellulosic diesel fuel from the Cello plant for analysis at the 
University of Georgia’s Center for Advanced Isotope Studies.

Subsequent radio-carbon analysis of the samples revealed 
the samples didn’t contain any cellulosic biomass content, 
but rather just the typical fossil fuel content of petroleum 
diesel, Boyd told us.

Cello’s Boykin later claimed at trial that the February fuel 
sample must have been taken on a day when the process ma-
chinery wasn’t working properly and also claimed he didn’t 
know about the March sample, Boyd said.

However, Boykin had publicly stated months earlier at 
an Auburn University conference that his plant was already 
successfully producing cellulosic diesel, Boyd pointed out to 
us. Yet in all the samples later taken by Khosla, none of them 
contained cellulosic diesel, he said.

Trial testimony revealed Boykin’s process involved mix-
ing ordinary petroleum diesel along with cellulosic feedstock 

at the demonstration plant, he said. The petroleum diesel sup-
posedly was merely a “carrier” in the process, which eventu-
ally would yield cellulosic diesel.

“But unless you do radio-carbon tests, you won’t know” 
whether any of the diesel resulting from the process actually 
is biomass-derived, Boyd told us.

Following the verdict announcement, Cello attorney For-
rest Latta told Diesel Fuel News that “there remain some me-
chanical issues to be ironed out in startup, such as grinding 
the cellulosic material to the correct particle size – an essen-
tial part of the chemical process. The plant has produced less 
than 5,000 gallons so far, and the test last February [2009] 
was certainly not the final verdict on the process, which has 
been proven on a smaller scale.” 

In an update on the lawsuit, Latta told us November 30 that 
the P&W versus Cello case “is still in the trial court on post-
judgment motions. It has not reached the appeal stage yet.” 

– Jack Peckham

Coal/Biodiesel Blend: Profitable Power-Gen Niche
Unlike competitors struggling (and often failing) to compete 
with relatively cheap petroleum diesel, China Integrated Energy 
(CIE) reported December 3 that it has found a profitable niche 
market in China: coal/biodiesel blend for power generation.

According to Xi’an-based CIE, its two largest biodiesel 
customers are Da Tang Shaanxi Power Generation Co. Ltd. 
and Hua Neng Tongchuan Power Generation Co. Ltd. 

“These two power plant customers purchase biodiesel 
from the company for usage in their coal combustion sys-
tem,” according to CIE.

“Due to inconsistency in the quality of coal, the com-
pany’s power plant customers inject diesel in the combus-
tion system to meet peak power production demands. These 
customers use biodiesel as a replacement or supplement to 
petro-diesel to reduce carbon dioxide emissions.” 

Since commencing production in its 100,000 metric tons 
biodiesel plant in October 2007, CIE brags that it has grown 
its biodiesel business steadily. 

In its latest third quarter 2010 period, the company re-
ported US$20.3 million in biodiesel sales or 19.0% of total 
sales, with gross margins of 29.8%. 

For nine-months 2010, CIE reported $53.7 million of rev-
enue and $16.3 million of gross profit, driven by a 12.1% 
increase in volume to approximately 64,800 tons, and a 

19.3% increase in the average selling price compared to 
nine-months 2009. “Due to its vertically integrated model 
[biodiesel production plus licensed finished fuel sales], the 
company currently enjoys full capacity utilization,” accord-
ing to CIE. 

“With the recent acquisition of the 50,000 metric tons 
biodiesel production facility in Chongqing City and the up-
coming completion of a new 50,000 metric tons biodiesel 
production facility in Tongchuan City, the company will 
double its biodiesel production capacity to 200,000 metric 
tons per annum,” according to the company. 

Beyond the novel coal/biodiesel power-gen market, vertical 
integration and economies of scale, CIE also cites four other 
“primary competitive advantages” that have contributed to 
“higher and more stable margins” in its biodiesel business:

1.  A national license to distribute both heavy oil and fin-
ished oil products including gasoline, petro-diesel and 
biodiesel throughout China;

2.  A production process that enables its existing 100,000-
ton production plant to “mix a variety of feedstocks in-
terchangeably at any ratio to achieve a high conversion 
rate from the feedstock and to produce high-quality 
biodiesel, resulting in the efficient usage of the least 
expensive feedstocks;” 
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3.  Long-term relationships with local feedstock suppliers 
that have resulted in the company’s ability to secure 
a steady source of raw materials, including non-edible 
seed oil, waste cooking oil and vegetable oil residue; 

4.  A certified “Chinese B-100 grade of biodiesel,” which 
enables it to sell biodiesel “near parity with petro-diesel 
market prices.” 

CIE brags that it is “the only biodiesel manufacturer in 
China that has a [fuel sales] distribution license. This early-
mover distribution license advantage is one factor that the 
company believes allows its biodiesel products to realize su-
perior margins.” 

During the first nine months of 2010, CIE reported that it 
sold approximately 64,800 tons of biodiesel to power plants, 
marine transportation companies, fuel distributors and retail 
fuel stations. 

Shaanxi Province, where its existing 100,000 MT biodie-
sel facility is located, has approximately 240,000 acres 
planted in production of non-edible biodiesel feedstock, ca-
pable of supporting approximately 430,000 tons of biodiesel 
production, according to CIE. 

“The company is not aware of any other biodiesel pro-
ducers in Shaanxi Province who utilize non-edible seed oil. 
Moreover, the company has long-standing contracts with 
waste cooking oil disposition centers to purchase waste 
cooking oil, and has also secured vegetable oil residue sup-
ply from manufacturers producing edible vegetable oil,” ac-
cording to CIE.

What’s more, the company’s “certified B100-rated grade” 
of biodiesel “allows it to be sold at market prices that are 
comparable to petro-diesel prices. 

“The average wholesale guidance price in China – the 
maximum selling price of petro-diesel – In the third quarter 
of 2010 was approximately $895 per ton and the average 
wholesale selling price of the company’s biodiesel was $832 
per ton during the same period. 

“With demand for diesel being twice as much as that for 
gasoline in China over the past decade, the company believes 
that the pricing outlook for CIE’s high-quality biodiesel re-
mains favorable, since the biodiesel can be used as a replace-
ment or supplement to petro-diesel.” – Jack Peckham

Camelina-Derived Renewable Jet, Diesel Cuts Life-Cycle CO2 75%: Study
Substituting conventional petroleum-based jet fuel with 
camelina-derived, all-hydrocarbon renewable jet fuel results 
in a 75% cut in life-cycle carbon dioxide (CO2) emissions, 
according to a study published in the journal, Environmental 
Progress & Sustainable Energy.

The study (see: link to document) also found that “green” 
diesel made through the same process involving UOP’s hy-
drotreating process reduces CO2 emissions by 80%. 

“This peer-reviewed analysis proves what we’ve known 
for a long time – that camelina is an ideal feedstock for re-
newable jet fuel,” said Scott Johnson, President of Seattle, 
Washington-based Sustainable Oils. 

The research, in collaboration with UOP, was conducted 
at Michigan Tech University. The study was based on cam-
elina grown in Montana and processed into bio-jet fuel using 
UOP hydroprocessing technology. 

“Camelina-based biojet fuel is well positioned to be the re-
newable fuel of choice for airlines and the U.S. military once 
the American Society for Testing and Materials (ASTM) ap-
proves a specification for renewable jet fuel, known as Hy-
drotreated Renewable Jet (HRJ). The standard is expected to 
be fully approved in 2011,” according to the company. 

“Camelina grows in rotation with wheat and/or on mar-
ginal land, so it does not compete for agricultural land. 

Camelina ‘meal’ has been approved for use as livestock and 
poultry feed, so growing camelina actually contributes to 
overall food supply,” according to the company. 

“Camelina does not require additional research and de-
velopment or pilot scale programs. It can be planted and har-
vested with existing equipment, and refined into HRJ with 
technology that is widely available today.”

In November 2010, Sustainable Oils’ camelina-based 
biofuel met another performance milestone with the U.S. 
Navy’s successful test of the camelina-derived fuel in a MH-
60S helicopter. 

Last year, the U.S. Navy and the Air Force contracted 
with Sustainable Oils for more than 140,000 gallons of cam-
elina biojet fuel. More recently, both the Navy and Air Force 
exercised contract options for additional camelina biojet fuel, 
bringing the total to nearly 500,000 gallons to be delivered in 
2010 and early 2011, according to the company. 

Regional Crop/Regional Fuel
Camelina can’t by itself be the single feedstock for bio-jet-
fuel, Sustainable Oils spokesman John Williams explained to 
Diesel Fuel News in an interview.

Rather, it would be employed in certain wheat-growing 
regions as a fallow-season crop. But in other areas of the 
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world, other types of bio-jet feedstock may be required, such 
as Jatropha, he said.

Once ASTM approves a specification for bio-derived jet 
fuel, then various bio-oil feedstock producers will work to 
ensure that they can produce a fuel meeting that specifica-
tion, he said.

The aviation industry “has a very specific requirement for 
feedstocks that don’t compete with food crops,” he added. In 
any case, U.S. wheat farmers wouldn’t give up crucial, valu-
able wheat-crop insurance just to take a flyer on camelina 
crops for a couple of years, he said.

Meanwhile, Sustainable Oils “partner” company, AltAir 
Fuels, is trying to put together a complete, “closed-loop” 

scheme that would link camelina-based bio-jet-fuel offtake 
agreements with airlines to a proposed joint production plant 
at a Tesoro refinery at Anacortes, Washington.

AltAir would negotiate with Sustainable Oils for feed-
stock supplies, via contracts with camelina growers for con-
tracted volumes at a contracted price, he said.

The scheme could be bolstered by long-term bio-jet-fuel 
military contracts, if the U.S. Congress passes legislation al-
lowing the military to enter such contracts, he said.

Once the company can demonstrate that it has a bio-jet-
fuel meeting ASTM specifications, then it will help open 
doors to various financing sources including potential gov-
ernment loan guarantees, he added. – Jack Peckham 

Technip Wins Total Hydrocracker EPC Contract; Distillate Boost
Technip announced December 1 that it won an engineering, 
procurement and construction (EPC) contract to increase the 
capacity of Total’s hydrocracker at the Normandy refinery in 
Gonfreville, France. 

“This project, which is part of a larger investment plan for 
the refinery, is valued at more than €100 million [US$131 mil-
lion], of which Technip’s share is 20%,” according to Technip.

Technip’s scope includes debottlenecking of the hydrocrack-
ing plant and debottlenecking of the hydrogen unit needed in 
order to operate the hydrocracker, according to the company.

“This extension will increase hydro-conversion capacity 
to 10,000 tons per day from the current 8,000 tons thereby 
enabling the production of more diesel fuel and kerosene,” 
according to Technip.

Shenhua Trims CTL Ambitions, Announces CCS Project
Shenhua’s technology general manager Gu Dazhao an-
nounced November 30 that the company has trimmed plans 
to boost coal-to-liquids (CTL) output to about 11 million 
metric tons/year by 2020, about one-third of an original plan 
to boost CTL output to 30 million tons by 2020.

According to a December 1 report from South China 
Morning Post, the scale-back is the result of orders from 
National Development and Reform Commission (NDRC) to 
avoid over-use of water resources in major coal-field areas.

Gu was quoted as saying that Shenhua expects 2010 CTL 
output to reach 500,000 tons at its direct CTL plant in Erdos, 
Inner Mongolia.

“With the first million-ton-a-year, 12.3 billion yuan [US$1.8 
billion] production line completed in 2008, it underwent two 
years of trials,” according to the report. “Capacity was supposed 
to be raised to 3 million tons and eventually 5 million tons. The 
production line was shut down in October for maintenance and 
the revamp of more than 100 technologies, Gu said.”

Shenhua had claimed four years ago that the Erdos direct-
liquefaction CTL project “would be viable as long as the oil 
price stayed above US$30” per barrel, according to the re-
port. But the NDRC suspended other CTL schemes because 

“producing 1 ton of such fuel requires 10 tons of water. The 
fact that they would emit huge amounts of carbon dioxide 
in the production process unless retrofitted with extremely 
expensive facilities to capture and store the greenhouse gas 
also worried policymakers,” according to the report.

“In 2008, the NDRC made clear that only Shenhua’s 
Erdos plant was allowed to go ahead. Shenhua’s proposed 
joint venture plant with South Africa’s Sasol in Ningxia 
using an indirect conversion technology was still pending 
NDRC approval, Gu said.”

The NDRC announced last year that proposed CTL proj-
ects amounted to 40 million tons in annual capacity, while 
coal-to-chemical projects in the pipeline entail 20 million 
tons of capacity, and coal-to-natural gas ones involve 25 bil-
lion cubic meters of capacity, according to the report.

On a related front, both China Daily and Reuters quoted 
Gu as saying that Shenhua “will start injecting captured CO2 
into underground storage facilities in January 2011” from its 
Erdos CTL plant.

Besides producing CTL liquids, Shenhua also aims to pro-
duce 18.3 billion cubic meters of synthetic natural gas from 
coal by 2020, Gu was quoted as saying.
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Turkey’s Switch to Euro-5 ULSD Pinches Farmers
Turkey will convert both highway and farm diesel to Euro-5 
(10 parts per million sulfur) standards starting January 1, 
while simultaneously eliminating the current tax break for 
farm diesel.

According to a November 29 report from Anatolia News 
Agency, “the rollout of a single-tariff tax practice for all 
types of diesel in the country is expected to negatively af-
fect agricultural workers and their transportation options 
and could result in financial losses of 1 billion Turkish liras 
[US$665 million].

“The special consumption tax, or SCT, on rural diesel 
is currently about 1.23 liras [US$0.82] versus 1.30 liras 
[US$0.86] for regular diesel. 

“Ultimately, the government stands to gain 1 billion liras 
[US$665 million] through the elimination of the rural die-
sel option. The Finance Ministry has said there will be no 
privileges for agricultural workers in the upcoming term but 
added that the government would make extra agricultural 
subsidies to compensate workers for their loss due to the 
higher tax payments. 

“Officials also said that in line with new regulations, the 
production or import of rural [high-sulfur] diesel would also 
be abolished.”

Big China Biodiesel Maker Posts Huge 3Q 2010 Loss
China-based biodiesel maker Gushan Environmental Energy 
announced November 29 that it posted a whopping RMB 
999-million (US$149-million) net loss for third-quarter 2010, 
compared with a net loss of RMB79.1 million (US$11.9 mil-
lion) for third-quarter 2009 and a net loss of RMB108.5 mil-
lion (US$16.3 million) for second-quarter 2010.

In the latest quarter, total revenues plummeted 63% year-
on-year and 31.1% quarter-on-quarter, to RMB41.5 million 
(US$6.2 million). 

Cost of revenues decreased by 58.3% year-to-year and 
30.3% quarter-on-quarter to RMB65.4 million (US$9.8 mil-
lion), including a provision of RMB2.4 million (US$0.4 
million) for consumption tax pending a determination by 
China’s tax authorities, according to the company.

“Factors other than the provision for consumption tax ac-
counted for a decrease in cost of revenues by 54.3% year-to-
year and a decrease by 30% quarter-on-quarter principally as 
a result of decreased production and sales volume during the 
period,” according to the company. 

“Impairment loss on property, plant and equipment 
amounted to RMB951.0 million (US$142.1 million), com-
pared to nil for the third quarter of 2009 and RMB41.7 mil-
lion for the second quarter of 2010. 

“Loss from operations totaled RMB1,016.1 million 
(US$151.9 million), compared to loss of RMB77.3 million 
[US$11.6 million] for 3Q 2009 and loss of RMB112.7 mil-
lion [US$16.9 million] for 2Q 2010.”

Net loss amounted to RMB999.0 million (US$149.3 mil-
lion), compared to net loss of RMB79.1 million (US$11.9 

million) for the third quarter of 2009 and net loss of 
RMB108.5 million for the second quarter of 2010. 

Sales volume of biodiesel decreased by 66.3% year-on-
year and 34.8% quarter-on-quarter, to 8,363 tons. Average 
selling price of biodiesel increased by 13.7% year-on-year 
and 5.2% quarter-on-quarter, to RMB4,672 (US$698.3) per 
ton, according to the company. 

“Annual biodiesel production capacity decreased by 
60,000 tons (approximately 18million gallons) year-to-year 
as well as quarter-on-quarter to 390,000 tons (approximately 
117 million gallons) as a result of the relocation of our Sich-
uan plant, which is currently being undertaken,” according 
to the company. 

Cash balance amounted to RMB438.8 million (US$65.6 
million) with no bank borrowings as of September 30, 2010, 
according to the company. 

“Although diesel prices in China continue to rebound, 
rising raw material prices and persisting uncertainty over 
the consumption tax issue continue to negatively impact 
Gushan’s results,” said Jianqui Yu, Chairman and Principal 
Executive Officer of Gushan. 

“Given the challenging operating environment in Gushan’s 
core biodiesel business, the recent acquisition of a majority stake 
in Jin Xin, a copper recycler serving the power wire and cable 
industries, represents an important step in diversifying Gushan’s 
business and revenue streams. The company will continue to 
explore other opportunities in the energy and environmental 
sectors that complement Gushan’s existing business and allow 
for the productive deployment of our financial resources.”
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Rentech Fertilizer Profits Boost FEED for Rialto BTL
Los Angeles-based Rentech announced November 29 that 
exceptional profits and prospects at its “Rentech Energy 
Midwest Corporation (REMC)” nitrogen fertilizer operation 
in Illinois will help to pay for the company’s “Rialto” bio-
mass-to-liquids (BTL) front-end engineering design (FEED) 
project in California.

REMC just entered into a US$52 million incremental loan 
agreement and amended its existing term loan, according to 
the company. 

“The market for nitrogen fertilizer has strengthened dra-
matically during the last several months, with higher prod-
uct prices and continuing low prices for natural gas, leading 
to much higher expected profits,” said Dan Cohrs, Rentech 
chief financial officer. “Our access to the credit markets has 
provided us with non-dilutive capital that will be used to 
complete our budgeted activities for this fiscal year, includ-
ing the completion of FEED for our Rialto Project.” 

All of the net proceeds from the $52-million incremental 
loan will be available to Rentech for general corporate pur-
poses, including development of the company’s technology 
and synthetic fuels and power projects, according to Rent-
ech. “The incremental term loan will mature in 2014 on the 
same schedule as the existing term loan, and is expected to 
be repaid from cash flows generated by REMC,” according 
to the company. 

“Rentech projects that its budgeted activities for fiscal 
year 2011 are fully financed. Budgeted activities for the fis-
cal year include continued development activities; comple-
tion of FEED for the company’s Rialto Project; continued 
development of the Natchez [coal to liquids Fischer-Tropsch 
fuels] Project; operation of the [Fischer-Tropsch] Product 
Demonstration Unit; continued research; and development 
of the Rentech technologies and funding of general working 
capital needs.”

Preem 3Q 2010 Net Income Falls, but Diesel Crack Improves
Corral Petroleum subsidiary Preem posted a SEK442-Mil-
lion (US$63-million) net income for the third quarter of 
2010, down from a SEK 648-Million (US$92.5-million) net 
income in third-quarter 2009. 

The Swedish refiner has suffered from economic turmoil 
in Europe and the U.S., according to the quarterly report is-
sued November 26.

“While economic growth in the developing world is strong, 
economic outlook for the OECD [Organization for Economic 
Cooperation and Development countries] is weaker and 
mixed,” according to the company. “However, in Europe and 
the United States, there are positive signs of further economic 
growth and increased demand in the months ahead.” 

Preem’s benchmark Urals crude differential “narrowed 
during the third quarter of 2010,” hurting net income.

“Refining margins fell during 3Q 2010 mainly as a re-
sult of limited demand despite increased supply following 
periods of planned maintenance outages and the subsequent 
ramping up processes. In addition, product prices failed to 
keep pace with increasing crude oil prices in late September 
2010,” according to the company. 

“In line with typical seasonal patterns and with the end of 
the summer travel season, which involves increased driving, 
gasoline margins declined during the third quarter. European 
inventories in terms of days-of-supply forward coverage 
were lower than last year.

“North America inventories on the other hand were 
higher. The gasoline crack was on average about US$8/bar-
rel (bbl) in the third quarter of 2010 compared to $10/bbl in 
the third quarter of 2009. 

“Demand for diesel continues to remain strong and the av-
erage diesel crack increased throughout the third quarter. The 
diesel crack was on average $14/bbl in 3Q 2010 compared 
to $10/bbl in 3Q 2009. Notably, industry and road transport 
activity was higher in the 2010 period compared to 2009, 
further supporting the diesel crack.” 

The Swedish inland market for petroleum products “is 
holding up well when it comes to margins, which also in-
cludes the retail market,” according to the company. 

“From a volume point of view, diesel consumption contin-
ues to grow, while gasoline is losing market share.” 

The Preem refinery underwent the first of two planned main-
tenance periods for the second half of 2010. “The first began as 
scheduled on September 2, 2010 and targeted catalysts replace-
ments and minor repairs,” according to the company.

“During initial inspections, damage to the Platformer was 
detected. As a result, repairs and modifications installed 
to the Platformer reactor to avoid future reoccurrence pro-
longed the scheduled maintenance period. 

“The longer Platformer maintenance period also pro-
longed the maintenance period for the other units, as the Plat-
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former has to be in operation in order to operate these units. 
As of November 4, 2010, all units are back in operation, a 
month later than originally planned. The reduction in crude 
oil throughput related to this maintenance period is estimated 
to 3.8 million barrels. 

“The second maintenance period commenced on Novem-
ber 10, 2010, and is scheduled to be completed within four 

to five weeks. During this maintenance period the Isocracker 
unit and hydrogen unit will be shut down for catalyst replace-
ment and regulatory inspections. Both operating income and 
refining margins have been and will be negatively impacted 
by the two maintenance periods.” 

TAM Flies Airbus Jet on Jatropha-Based Biofuel
Airbus announced November 23 what it termed as “the first 
Jatropha-based biofuel flight in Latin America, using an Air-
bus A320” flown by Brazil’s TAM airlines. 

“The biofuel, processed by UOP, was a 50% blend of 
locally-sourced Brazilian Jatropha-based bio-kerosene and 
conventional aviation kerosene,” according to Airbus.

The UOP processes employs hydrotreating to convert 
vegetable oils into all-hydrocarbon jet fuel (rather than con-
ventional fatty acid methyl ester biodiesel, a fuel that is in-
compatible with jet aviation).

The TAM flight from Rio de Janeiro was 45 minutes, be-
fore returning to its point of origin. 

“Airbus and TAM have taken an important step towards 
establishing an aviation biofuel solution that is both com-
mercially viable and sustainable, with positive impact on the 
environment,” said Airbus CEO Tom Enders. “This flight 
serves as evidence of the aviation industry’s commitment to 
advance on its self-imposed CO2 reduction targets: carbon 

neutral growth from 2020, and working towards a 50% net 
CO2 reduction by 2050.” 

Libano Barroso, president of TAM Airlines, added that 
“this experimental flight materializes TAM’s participation 
in a vast project to develop a production chain for renewable 
biofuel, with the purpose of creating a Brazilian platform for 
sustainable aviation bio-kerosene”

Biofuels made from Jatropha in aviation potentially could 
reduce the sector’s overall carbon footprint by up to 80%, 
compared with conventional petroleum-based aviation kero-
sene, according to the research partners.

On related fronts, an Airbus A380 aircraft in February 
2008 “successfully completed the first ever flight by a com-
mercial aircraft using gas-to-liquid [Fischer-Tropsch kero-jet 
fuel], and in October 2009 Airbus and Qatar Airways under-
took the first commercial flight of 50% blended GTL” fuel, 
according to Airbus.

Market Report: Temps Fall, Distillates Rise, ULSD Exports Soar
Ultra-low sulfur diesel (ULSD) spot and futures prices rose 
sharply in key global spot and futures markets last week in 
response to cold-weather demand.

New York spot ULSD was trading around $2.52/gallon  
(/gal) late last week, while Houston ULSD was stuck at 
around $2.43 because of pipeline allocations.

NYMEX January ULSD was around $2.47, while 
NYMEX January heating oil (gasoil) was slightly higher, 
around $2.48, thanks to the temperature drops in key gasoil 
consuming areas.

Asia benchmark Singapore 0.5% sulfur gasoil spots were 
trading at $2.40, while South Korea cargoes of ULSD were 
going for around $2.42. 

A December 1 Xinhua news agency report quoting en-
ergy analyst C1 Energy found that China’s diesel demand in 

December “would witness a downturn on grounds that the 
month is a traditional off-season period while the diesel sup-
ply expansion over the Chinese oil firms’ efforts to add both 
output and import since October may crack down any price 
hikes in the month.

“On the demand-side, the consumption from Asian Para 
Games would bolster diesel demand, but bleak demand from 
the infrastructure users would extend to early February and 
the market speculation has almost faded, suggesting a weary 
demand on a whole in the month, according to C1.”

Meanwhile in Europe, ICE gasoil in London was trading 
around $2.44 late Friday, while Rotterdam spot ULSD was 
in the $2.52 range. 

Bitter cold socked much of Europe last week, triggering 
gasoil demand boosts and even more distillate cargoes head-
ing from the U.S. Gulf Coast to Europe.
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US EIA Survey: ULSD Exports Jump
Meanwhile, U.S. Energy Infor-
mation Administration (EIA) 
last week reported a huge jump 
in U.S. refiner ULSD exports 
in September, the last month 
for which monthly survey data 
were available. 

A December 1 Platts re-
port quoting U.S. traders said 
that EIA’s separate weekly 
reports on U.S. refiner distil-
late stocks are likely under-
stating actual exports. 

EIA found that U.S. refin-
ers exported 13 million barrels 
of ULSD in September (see 
chart), finding buyers in Co-
lombia, Mexico, Netherlands, 
Germany and Gibraltar. 

“As in the U.S., other coun-
tries have been shifting to 
ULSD from [500-ppm sulfur 
diesel] and heating oil [gas-
oil], with emerging markets like Turkey and 
Costa Rica among the latest in the process of 
switching,” the report noted.

China diesel shortages also have helped 
U.S. refiner diesel exports in recent months 
by pulling other Asian distillate away from 
European or South American customers, 
according to the report.

As for the U.S. EIA weekly distillate picture, U.S. refiner 
ULSD output and stocks both rose slightly in the latest survey:

On another front, the EIA’s latest fuel price survey showed 
that the average U.S. nationwide retail diesel fuel price (a 
lagging indicator) decreased for the second straight week, 
falling almost a penny versus the prior week.

“This marks the first price decrease in consecutive weeks 
since the beginning of September,” according to the EIA, 
which found the U.S. retail average was $3.16/gal. 

Diesel retail prices on the U.S. West Coast and in the Mid-
west both dropped more than a penny from the prior week, 
with prices on the West Coast remaining the highest in the 
country at $3.30/gal. 

Diesel retail prices on the U.S. Gulf Coast and East Coast 
fell less than a penny, while prices in the Rocky Mountains reg-
istered an increase of less than one cent, according to the EIA.

– Jack Peckham

U.S. Distillate Fuel Oil (Diesel) Production, Stocks, Imports, Downgrades

Production (x 1,000 barrels/day) 10/22/2010 10/29/2010 11/5/2010 11/12/2010 11/19/2010 11/26/2010

<=15-ppm sulfur ULSD 3,780 3,610 3,687 3,624 3,676 3,716

>15 to 500-ppm sulfur 118 220 256 253 267 196

>500-ppm sulfur 484 411 299 434 432 392

Stocks (x 1,000 barrels)

<=15-ppm sulfur ULSD 104,606 101,199 97,721 96,093 94,881 95,558

>15 to 500-ppm 10,448 10,502 11,001 10,919 11,090 10,745

>500-ppm 53,388 53,172 51,181 51,780 52,280 51,754

Imports (x 1,000 barrels/day)

<=15-ppm sulfur ULSD 128 75 124 69 86 73

>15 to 500-ppm sulfur 8 7 15 8 2 1

>500 to 2,000-ppm 54 11 42 11 42 39

Exports  (x 1,000 barrels/day)

Distillate (diesel) 737 737 737 777 777 777

 Downgrading ULSD to 500-ppm (x 1,000 b/d) 12 33 8 18 5 40

U.S. Refiner Diesel Exports (x 1,000 Barrels)

10-Apr 10-May 10-Jun 10-Jul Aug 2010 Sept. 2010

ULSD 9,840 9,285 5,995 9,845 7,503 13,038

15-500 ppm sulfur diesel 8,883 12,561 11,881 11,879 13,268 9,430

Source: EIA Oil Market Report

Source: EIA
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Distillate Watch

Key Distillate Prices ($/Gal) November 26, 2010
New York ULSD High Sulfur

Spot 2.52 2.46

Houston

Spot 2.43 2.43

Chicago

Spot 2.45 --

Los Angeles EPA ULSD CARB ULSD

Spot 2.49 2.5

10 ppm 50 ppm

Spot 2.522 n/a

Singapore High Sulfur

Spot 2.4

Futures ULSD High Sulfur

NYMEX 2.478 2.484

ICE 2.438

Regular

ULSD Gasoline

US Retail

Pricing Sources: Dow-Jones, EIA, Hart Publications

Source: EIA Oil Market Report

TRANSPORT NEWS

Emissions Crackdown Prompts Diesel Hydrogen-Hybrid Ferry Scheme

In anticipation of an approaching crackdown on marine die-
sel emissions, California-based ferry operator Hornblower 
Cruises announced November 30 that it will launch what’s 
described as the first-ever diesel hybrid ferry employing hy-
drogen fuel cells, batteries, solar panels and wind turbines.

In an interview with Diesel Fuel News, Hornblower en-
vironmental affairs director Cameron Clark said the new 
ferry – which will operate in New York Harbor service to 
the Statue of Liberty, Ellis Island and excursions – would 
start commercial service as early as April 2011.

The company, which owns 60 vessels and operates nearly 
100, hasn’t yet revealed the total cost of what’s described as 
a “multi-million-dollar project.” But Clark confirmed that 
the vessel would cost a lot more than a conventional diesel-
powered ferry.

The company earlier launched its first version of a diesel-
electric hybrid ferry in California. But this New York hybrid 
ferry will be the first-ever including a hydrogen fuel-cell sys-
tem, he said.

The vessel will employ a series hybrid configuration. All 
the on-board power generation systems will feed the entire 
vessel’s power needs, including motive power, as well as 

various auxiliary power demands including lighting, heating 
and cooling, Clark said.

At port, “cold ironing” (shore-based grid power) will be 
employed, enabling the shutdown of diesel power and re-
charge of on-board batteries overnight.

Relatively low-power, near-dock maneuvering will em-
ploy adsorbed glass-mat battery power, while full-power 
cruise away from docks will employ the diesel engine in a 
variable-speed gen-set, series-hybrid mode, with no mechan-
ical connection between the engine and the shaft, he said. 

This scheme means the diesel engine can operate in a rela-
tively high-efficiency, low-emissions “sweet spot” of about 
80% of full power, while it can be shut-down at what would 
be its lowest-efficiency operating point, he explained.

The scheme not only will cut conventional diesel emis-
sions over the duty cycle, but also will slash the diesel smoke 
and odors that can annoy passengers as well as others around 
the docks, he added.

Initial designs called for a larger hydrogen fuel-cell 
scheme with “hundreds” of kilowatts of power.

 But because this pioneering hybrid scheme is venturing 
into uncharted U.S. Coast Guard regulatory waters for hy-
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drogen-powered vessels, the latest, revised design includes 
a smaller, 32-kW fuel cell with relatively small, 120-kilo-
grams, 5,000 pounds/square inch pressurized (not cryogenic) 
hydrogen storage tanks above-deck, behind the pilot house, 
he said.

While this first-of-a-kind vessel will be expensive, Horn-
blower is hoping that technology evolution eventually will 
bring costs down. In any case, trend-setting California Air 
Resources Board will be demanding ultra-clean marine ves-
sel technology. So, Hornblower sees the hybrid project as 
one way to prepare for future regulation, he said.

Operations on the first diesel hybrid ferry in San Fran-
cisco (not employing fuel-cell power) have shown that diesel 

consumption can be cut about 38% compared to a conven-
tional vessel, he said. Hornblower is now convinced that 
such a scheme can be operated safely and reliably, “so we’re 
confident in the prime mover [propulsion system] and adding 
hydrogen,” he said.

Hydrogen will be trucked to the port for the New York 
operations, he added. 

The total weight of hydrogen fuel plus the related fuel-cell 
power system is relatively less than battery weight for equiv-
alent power, he explained. So, with an optimized design, a 
balance of the two systems (fuel cell plus battery) can enable 
valuable weight reduction on the vessel, he added.

– Jack Peckham

MTU Detroit Diesel Launches Production at South Carolina Plant
MTU Detroit Diesel announced December 1 that it has started-
up production at its new in Aiken, South Carolina, plant.

The plant will manufacture MTU Series 2000 and 4000 
engines, primarily for the U.S. market. 

MTU Detroit Diesel is a division of Germany-based Tognum 
Group, which specializes in the manufacture and development 
of diesel engines and systems for off-highway applications.

The new plant will enable the company to “gain more 
market share in the U.S.A. and in the U.S. dollar region,” 
according to the company.

“Our success in the U.S. shows there is a large market 
here for our products,” said Tognum CEO Volker Heuer.

“As a result of the tougher emission regulations and ris-
ing energy prices, drive and energy systems manufactured by 
MTU and MTU Onsite Energy with their leading technologies 
are in demand primarily by customers who appreciate high 
reliability and low life-cycle costs,” according to the company.

In addition, “w e are taking advantage of the current low 
real estate prices to prepare ourselves for further growth in 
the U.S.A.,” Heuer said.

At the moment, virtually all the parts for the Aiken plant 
are supplied from Germany.

 “When we begin to machine cylinder heads and large 
components in Aiken in the spring [of 2011], however, we 
will not only be able to respond more flexibly for our cus-
tomers in the U.S. and supply them with units more quickly, 
but will also increase the value added created in the U.S.A. 
That is a key prerequisite for obtaining public contracts of-
fered in the U.S.A.,” according to the company.

The Tognum Group acquired the 100-acre site in March 
2010, which included a 270,000-square-foot production 
building. It was modified in six months to meet the specific 
needs of engine production. 

In addition, Tognum rented a 120,000-square-foot ware-
house close to the plant, which will supply the parts required 
for production. By the time component manufacturing starts 
in 2011, the Tognum Group will have invested some US$45 
million in Aiken facilities, according to the company.

U.K. Parliament Report: EV Uptake Won’t be Rapid; Diesels Equally ‘Green’
The United Kingdom Parliament Office of Science & Tech-
nology publicly unveiled a report December 1 indicating 
that consumer uptake of electric vehicles (EVs) likely will 
be relatively slow at least over the next few years.

“EVs are unlikely to be produced in large volumes before 
2014,” concludes the Parliament report.

However, U.K.-based National Grid CEO Steve Holliday 
disagrees, seeing EVs as taking as much as 20% of UK new-
car sales by 2016.

“Our base scenario has 1 million electric cars on [U.K.] 
roads in 2020,” Holliday was quoted as saying in a Bloomberg 
report November 30.
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While National Grid’s high-voltage electricity transmis-
sion system could manage the extra demand from 1 million 
electric cars, “penetration up and above that becomes a real 
issue,” Holliday added. Local electric distribution networks 
in cities like London “may struggle to balance their grids if 
drivers choose to all plug in their cars at the same time,” ac-
cording to the report, quoting Holliday.

But the Parliament report (see:link to document) takes a 
more conservative view, pointing out that given the current 
UK power generation profile, diesel cars are just as “green” 
or even “greener” than EVs.

“Given the U.K.’s current electricity mix, the carbon emis-
sions due to driving an EV are comparable with the most ef-
ficient diesel cars, and are around 30% less than the average 
for new fossil fuel cars,” according to the Parliament report.

“Currently, the main barriers to [EV] uptake are cost (no-
tably, battery cost), limited range between recharges, long 
recharge times and a lack of recharging infrastructure.

“The U.K. is bound to cut greenhouse gas emissions by 
80% by 2050 by the 2008 Climate Change Act. In 2007, the 
government commissioned the King Review of low-carbon 
cars. This review concluded that, in addition to other low-car-
bon technologies and behavior change, EVs would be neces-
sary to achieve an 80% reduction in transport emissions.”

However, “EVs are not expected to make a major contri-
bution to emissions reduction until after 2020,” according to 
the report. 

“The EV market is still in its very early stages. Of the 28.5 
million cars in the U.K., there are only a few thousand all-
electric EVs, mostly in London. 

“From 2012, European regulation to limit average emis-
sions from new cars is being phased in, and has provided a 
financial incentive for manufacturers to develop EV models. 
From 2011, several major manufacturers will launch new 
EVs in Europe, with mid-size cars expected to cost £20,000-
£40,000 [US$31,000 to$62,000]. 

U.K. Policy
The Department for Transport and the Department for Busi-
ness, Innovation and Skills have led on EV policy in recent 
years, “with a raft of initiatives put in place since 2007,” 
according to the report. 

“Plans for a consumer subsidy for EVs from January 2011 
were announced by the previous government. EVs which 
meet performance, reliability and safety criteria will be eli-
gible for a 25% purchase price subsidy, up to a maximum of 
£5,000 [US$7,770]. In July 2010, £43 million [US$66.8 mil-

lion] funding for the scheme was confirmed, with a review 
of the subsidy amount per car planned for March 2012. Tax 
measures designed to encourage the sale of lower emitting 
vehicles include Graduated Vehicle Excise Duty and Com-
pany Car Tax.”

Elsewhere in Europe, “several European countries will 
offer subsidies of around €5,000 [US$6,500] to early pur-
chasers of EVs in order to grow their EV markets from 2011-
2015,” according to the report. “The highest incentives will 
be in Norway and Denmark, where EVs will be exempt from 
vehicle purchase tax, which can be in excess of €10,000. 
Several governments have announced ambitious targets for 
EV uptake in the next 10 years.”

Similarly, “the Japanese government has set a target of 
20% ‘next-generation’ cars by 2020, including hybrids, plug-
in hybrids, all-electric and fuel cell vehicles,” while “in the 
U.S., the Recovery Act of 2009 included US $2.4 billion 
funding to support next generation EVs,” the report noted. 

U.K. Recharge Infrastructure
“There are currently around 250 [EV] charging posts in Lon-
don, mainly in car parks. Transport for London is aiming 
for 25,000 charging posts by 2015, of which 90% will be in 
workplace car parks and 250 will be fast charge,” according 
to the report.

“From 2011, the Electric Vehicle Discount will exempt 
all-electric EVs from the congestion charge, and this may be 
extended to plug-in hybrids in the future.”

In the northeast region of the U.K., “over the next three 
years, 1,300 charging posts will be installed across Newcas-
tle, Sunderland and Middlesbrough, including fast charge 
points on main trunk roads,” according to the report.

“Other cities with EV infrastructure strategies include 
Milton Keynes, Birmingham, Coventry, Glasgow and Ox-
ford. Compatibility between regions is partly being facili-
tated by the ‘Joined-Cities’ network, a joint government/
industry funded initiative.”

Currently, more than 80% of electricity in the U.K. is gen-
erated using fossil fuels, according to the report. “Given this 
grid mix, EVs are estimated to offer around 30% [green-
house] emissions savings during use compared with average 
fossil fuel cars, but the most efficient diesel cars also offer 
this level of savings,” according to the report.

“The government’s Low Carbon Transition Plan 2009 
outlines plans for 40% of electricity to come from low-car-
bon sources by 2020. If this target were met, then EVs could 
offer as much as 55% [greenhouse] emissions savings during 
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use compared with average fossil fuel cars. While there is a 
general consensus that this is achievable, many groups have 
highlighted the challenges of substantially increasing low-
carbon electricity generation,” according to the report.

Consumer Demand
“Most people have never driven in or recharged an EV,” ac-
cording to the report. “Test drives appear to improve peo-
ple’s opinion, with one trial finding that after a test drive 
72% of people said they would use an EV as their regular 
car, compared with 47% beforehand.

“In the next few years, the main barriers for consumers 
will be the high initial cost of EVs, the limited range of all-
electric EVs, and limited choice. In addition, one third of 
U.K. households do not have off-street parking, so EVs will 
not be readily accessible to them unless public or workplace 
charge points become more widely available.”

EV Forecast: 2020 and Beyond
“Future EV numbers are difficult to predict and forecasts 
vary from 1-10% of cars in the U.K. by 2020,” according to 
the report. “Different technologies may begin to compete for 

different market sectors. Countries with early EV markets 
may attract more industry investment.

“The U.K. has not set targets for vehicle numbers. 
However the Committee on Climate Change recently rec-
ommended aiming for 1.7 million EVs by 2020, as a step 
towards the U.K.’s long term emissions reduction targets. 
Given the length of time new vehicle technologies can take 
to become established, many stakeholders feel this level of 
uptake by 2020 is unlikely.”

Fuel Cell Competition ‘Unlikely’
While hydrogen powered vehicles “can be refueled quickly 
and have an increased range, compared with battery powered 
EVs, fuel cell production is unlikely to be cost competitive in 
the next decade and little infrastructure exists for transport-
ing hydrogen around the U.K.. Fuel cells may offer the low-
est carbon option for larger vehicles such as HGVs [heavy 
goods vehicles] in the long term,” according to the report. 
– Jack Peckham 

Hino Touts 50% Efficiency Boost in 2011 Diesel Hybrid Truck
Hino officials announced November 29 that they’ve devel-
oped a diesel hybrid-electric light-medium truck that boosts 
fuel efficiency by about 50% compared to a conventional 
diesel and 20% to 30% better than existing hybrid trucks.

According to a Nikkei news service report quoting Hino 
officials, the new truck with a two-ton loading capacity can 
run nearly 15 kilometers on a liter of fuel.

“Hino plans to roll out the [new diesel-electric] vehicles 
by next summer,” according to the report. “It plans to sup-
ply prototypes to such companies as Sagawa Express Co., 

Yamato Transport Co. and Ito En Ltd. to collect data aimed 
at enhancing the control technology. The information will 
then be used to raise fuel efficiency even further.”

 The price of the trucks has yet to be decided, according 
to the report.

Still, “the overall cost should be low because fuel effi-
ciency improvements will help cover upfront costs after three 
to five years,” Hino President Yoshio Shirai was quoted as 
saying in the report.

Daimler Sees Global Truck Sales Rebound, Even in N. America
Daimler Truck officials announced November 30 that global, 
third-quarter 2010 sales are up 44% over third-quarter 2009, 
to 94,800 units.

The rebound prompted Daimler board Andreas Renschler 
to predict that “a return on sales [RoS] of 8% is within reach 
for Daimler Trucks across the entire business cycle.”

Meanwhile, Daimler Buses, which the company describes 
as “the world’s biggest and most profitable bus manufac-
turer,” has an RoS target of 6% throughout the cycle, accord-
ing to the company. During the first nine months of 2010, 

Daimler Buses boosted total sales by 21%, to 28,300 units, 
according to the company. 

In addition, Daimler Buses “will be moving full speed 
ahead toward a zero-emission drive technology with prod-
ucts such as the Mercedes-Benz Citaro G BlueTec Hybrid, 
the Orion VII Hybrid, and the fuel cell drive in the Mercedes-
Benz Citaro FuelCell Hybrid,” according to the company. 

Truck Sales Jump 34%
So far this year, “by the end of September 2010, total sales at 
Daimler Trucks were up by 34%, to 249,000 units, compared 
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to the total sales of 185,600 units in the same period of last 
year,” according to the company.

“Daimler Trucks also expects the global truck markets 
to see further recovery by the end of the year. It forecasts 
market growth of 5% in Europe, 10% to 15% in the NAFTA 
region, 50% in Brazil, and between 20% and 30% in Japan.”

As for 2010 through 2013, sales forecasts indicate that the 
“worldwide markets for medium-duty and heavy-duty trucks 
will grow by 8%, to 2.6 million units,” Renschler said.

“At Daimler Trucks it looks like we will succeed in boost-
ing sales by more than 40%, to over 500,000 units, during the 
same period,” he said. “Given this outlook, a return on sales 
of 8% is within reach for Daimler Trucks across the entire 
business cycle. 

“However, the [economic] crisis isn’t entirely behind us 
yet. I expect that it will be 2013 before we return to the level 
of demand we experienced in the triad [North America, Eu-
rope and Asia] markets in 2007 or 2008.” 

Meanwhile, Daimler Trucks North America (DTNA) and 
Daimler’s Fuso division in Japan are moving to slash cost, 
resulting in savings of around €720 million (US$900 mil-
lion) at DTNA and about €760 million (US$988 million) at 
Fuso, beginning in 2011, he said. 

As for growth markets, “the focus is on the BRIC [Brazil, 
Russia, India and China] and ‘Next 11’ [Bangladesh, Egypt, 
Indonesia, Iran, Mexico, Nigeria, Pakistan, the Philippines, 
South Korea, Turkey, and Vietnam] countries,” he said. 

New-vehicle registrations of medium- and heavy-duty 
trucks will increase in Russia, India, and China by more than 
10%/year between 2009 and 2020, according to Daimler. 

“Daimler Trucks is well positioned in the BRIC countries. 
A 50-50 joint venture with Foton Motor has received gov-
ernment approval in China, and Daimler India Commercial 

Vehicles is building a truck production plant in Chennai, 
India. The truck prototypes for the Indian market are already 
being test-driven on the DICV proving grounds and will be 
launched in India in 2012. 

“In Russia, two joint ventures are being operated with the 
truck manufacturer and local market leader Kamaz for the 
production and sale of the Fuso Canter light truck and the 
Mercedes-Benz Actros. Both of the vehicles are assembled 
at the Kamaz plant in Chelny. 

“At Mercedes-Benz do Brasil, €460 million [US$598 mil-
lion] has been invested to increase the production capacity 
of the São Bernardo do Campo plant by 15%. In addition, 
the company is preparing the facility in Juiz de Fora to pro-
duce commercial vehicles so that it can start assembling the 
Mercedes-Benz Actros in 2011.” 

According to Renschler, “in a few years’ time, when we 
have established two local brands in China and India and cre-
ated additional production capacity, Daimler Trucks will be 
able to penetrate the volume segments in these markets and 
substantially increase sales there.”

According to a separate report from Truck News quoting 
DTNA official Martin Daum, sales of trucks in the Class 6 
to Class 8 range in North America could hit 210,000 in 2010, 
up from 187,000 last year.

The 2010 sales improvement “is good compared to last 
year. It’s lousy compared to everything else. We would not 
be smiling if we didn’t have 2009 to match against,” Daum 
was quoted as saying at a media briefing at the American 
Trucking Association’s annual conference earlier this month.

As for 2011, Daum projected Classes 6-8 truck sales in 
the NAFTA region would might 260,000, a 23% increase 
from 2010. “I would say 260,000 is an optimistic number. I 
wouldn’t bet on it,” Daum was quoted as saying.
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