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Special Report: Automaker/Refiner Study Finds EVs, Fuel-Cells Only Feasible CO2 Path
A new study jointly authored by 11 major automakers, five 
major oil refiners, two electric utilities, seven industrial 
hydrogen producers and the European Climate Foundation 
concludes that hydrogen fuel cell electric vehicles (FCEVs) 
and battery electric vehicles (BEVs) must replace nearly all 
diesel/gasoline cars in order to meet the European Union 
target of cutting road transport “greenhouse” emissions 
95% by 2050.

The study, produced (but not written) by consulting group 
McKinsey & Co. (see: link to document), compares the eco-
nomics and “greenhouse” impact of conventional internal 
combustion engines (ICEs) running on petroleum and biofu-
els blends versus BEVs, FCEVs and plug-in hybrid electric 
vehicles (PHEVs) for various vehicle segments (from small 
cars to large sport-utility vehicles).

Automaker study sponsors include BMW, Daimler, Ford, 
General Motors, Honda, Hyundai, Kia, Nissan, Renault, 
Toyota and Volkswagen.

Oil refiner sponsors include Eni, Galp, OMV, Shell and Total.

Electric utility sponsors include EnBW Baden-Wuerttem-
berg AG and Vattenfall.

Industrial hydrogen sponsors include Air Liquide, Air 
Products, Linde Group (all of which employ steam-methane 
reforming) as well as water-electrolysis hydrogen producers 

Hydrogen Fuel Cell Car/Source: Mercedes
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ELT Elektrolyse Technik, Hydrogenics, Hydrogen Technolo-
gies and Proton Energy Systems.

Biofuels Can’t Meet Challenge
The study finds that conventional ICE-cars using blends of pe-
troleum and biofuels cannot meet the EU “greenhouse” targets 
for transportation in part because of likely shortfalls in biofuel 
supply – especially given likely competition for biomass feed-
stock from electric power, aviation and other industries.

 However, PHEVs using biofuels blends would have a 
much “greener” footprint than conventional ICEs – assuming 
the electric portion of the vehicle’s duty cycle taps relatively 
“green” power recharge.

“By 2020 biofuels are blended [in the EU], delivering a 
6% well-to-wheel reduction in CO2 emissions for gasoline 
and diesel-engine vehicles, in line with the EU Fuel Quality 
Directive,” according to the study.

“By 2050, this increases to 24% to reflect growing sup-
plies. [However,] the biofuels market for passenger cars will 
face increasing competition from other sectors – especially 
goods vehicles, aviation, marine, electric power and heavy 
industry to meet the needs of these sectors and a global pas-
senger car fleet of 2.5 billion cars in 2050.”

FCEV Costs Drastically Decline
Another key study assumption: “green” FCEVs eventually 
would be cheaper (measured in total cost of ownership) than 
ICE or conventional hybrid vehicles – especially in the larger 
vehicle classes – from 2030 onward.

“BEVs and FCEVs are expected to have a higher purchase 
price than ICEs (battery and fuel cell related) and a lower 
fuel cost (due to greater efficiency and no use of oil) and a 
lower maintenance cost (fewer rotating parts),” according to 
the study.

“The cost of fuel cell systems is expected to decrease by 
90% and component costs for BEVs by 80% by 2020, due to 
economies of scale and incremental improvements in tech-
nology. Around 30% of technology improvements in BEVs 
and PHEVs also apply to FCEVs and vice versa.

“This assumes that FCEVs and BEVs will be mass pro-
duced, with infrastructure a key prerequisite to be in place. 
The cost of hydrogen also reduces by 70% by 2025 due to 
higher utilization of the refueling infrastructure and econo-
mies of scale.

“PHEVs are more economic than BEVs and FCEVs in 
the short term. The gap gradually closes and by 2030 PHEVs 
are cost-competitive with BEVs for smaller cars, with both 
BEVs and FCEVs for medium cars and less competitive than 
FCEVs for larger cars.

“While the fuel economy of ICEs is expected to improve 
by an average of 30% by 2020, costs also increase due to full 
hybridization and further measures such as the use of lighter 
weight materials.

“For larger cars, the TCO [total cost of ownership] of 
FCEVs is expected to be lower than PHEVs and BEVs as of 
2030. By 2050, it is also significantly lower than the ICE. For 
medium-sized cars, the TCOs for all technologies converge 
by 2050. BEVs have a small TCO advantage over FCEVs in 
the smaller car segments.

“Costs for a hydrogen infrastructure are approximately 
5% of the overall cost of FCEVs (€1,000-2,000 [US$1,350 
to $2,700] per car),” according to the study.

Staggering Investment Requirements
Buying all these “green” cars and building the required hy-
drogen and “green” electric production and distribution in-
frastructure would cost hundreds of billions of dollars, the 
study shows.

Just the hydrogen infrastructure requirements in Europe 
(preferably just in Germany, to start, according to the study) 
between now and 2020 would require €3 billion (US$4 bil-
lion) to support 1 million FCEV cars, according to the study.

Between now and 2050, the hydrogen supply infrastruc-
ture in Europe to meet targeted FCEV requirements “is es-
timated at €100 billion [US$135 billion] over 40 years,” 
according to the study.

“Initial [hydrogen] investment before 2020 is relatively 
low as it will be concentrated in areas of high density, such 
as large cities. Investment in retail [hydrogen] stations is 
required in order to reach sufficient coverage of the terri-
tory, while being initially under-utilized. Retail cost then 
decreases as more vehicles are deployed, with a higher utili-
zation of the retail [hydrogen] station.

“Retail [hydrogen] investors face a first-mover disadvan-
tage [but] hydrogen manufacturers have an incentive – as 
soon as the economics work – to race to beat their rivals. 
While financial incentives are required to persuade consum-
ers to appreciate FCEVs, there is nothing to hold the hydro-
gen manufacturers back – as long as the retail infrastructure 
is in place.

“In the case of infrastructure support, some form of under-
writing or sharing by government of investment risk may be 
more appropriate – the issue being not so much the cost of 
building the infrastructure as the risk that the market does not 
develop, leaving the infrastructure a stranded asset.

“After 2030, it can be assumed that the majority of the 
[FCEV-buying] consumers will be financially driven, mak-

http://www.worldfuels.com/DFN/


3

December 1, 2010

www.worldfuels.com/GRFRHart Energy Publishing

ing their choice of car in response to an established tax and 
legislative regime. Provided these are stable and clear, car 
manufacturers, hydrogen manufacturers and infrastructure 
providers should all be able to make investments on the basis 
of well-understood risks and projected returns.”

25% FCEV Penetration by 2050
While main conclusions in the study are based on 25% pen-
etration of FCEVs in Europe by 2050, “to achieve a 50% 
[FCEV] penetration, the cost of infrastructure would rise by 
another €75 billion [US$101 billion], but there would be no 
significant difference in TCO [total cost of ownership] per 
vehicle,” according to the study.

To achieve the greenhouse transport goals, “green” electric-
ity including coal-fired integrated gasification combined cycle 
(IGCC) power (and hydrogen) combined with carbon capture 
and storage (CCS), plus other “green” hydrogen (including 
electrolysis-derived hydrogen) for FCEVs will have to replace 
most diesel and gasoline cars, according to the study.

The study analyzed scenarios where FCEVs would grab 
between 25% to 50% market share in Europe by 2050 (mostly 
in larger-car segments and for long-distance drivers), with 
BEVs taking another 25-35% (mostly in smaller-car seg-
ments and mostly for city-only driving) and PHEVs (partly 
using biofuels) taking the remaining 20% to 35% share.

Following that multi-scenario analysis, the main con-
clusions in the study are based upon a “balanced scenario” 
where FCEVs grab a 25% market share, BEVs get 35%, 
PHEVs get another 35% and conventional ICEs get just 5% 
by 2050.

EV Infrastructure Cost
“Owing to their modular nature, electrical infrastructures 
are easier to build up, but after 2020, infrastructure costs for 
FCEVs are less than those for BEVs as the number of public 
charging stations remains commensurate with the number of 
cars, due to thelengthy recharging time [for BEVs],” accord-
ing to the study. 

“In contrast, once the territory is covered, no further in-
vestment is needed in hydrogen infrastructure – regardless 
of the number of cars – due to the [relatively] fast refueling 
time. By 2030, infrastructure for BEVs therefore costs 1.5 
to 2.5¢ per kilometer, compared to 1.5¢ per kilometer for 
FCEVs.

“One could argue that it is inefficient to build an addi-
tional vehicle refueling infrastructure on top of existing in-
frastructures. However, the additional costs of a hydrogen 
infrastructure are relatively low compared to the total costs 

of FCEVs and comparable to other fuels and technologies, 
such as a charging infrastructure for BEVs and PHEVs. 

“Current costs for an electric charging infrastructure range 
from €1,500 - €2,500 [US$2,025 to $3,375] per vehicle. The 
higher end of the range assumes 50% home charging (invest-
ment of €200 - €400 [US$270 to $540] per charging station) 
and 50% public charging at €5,000 [US$6,750] for a charg-
ing station that serves two cars (€10,000/US$13,500 in the 
first years). 

“Potential additional investments in the power distribution 
networks are not included, but could be material, depending 
on the local situation.”

In contrast, “costs for a hydrogen distribution and retail in-
frastructure are around 5% of the overall cost of FCEVs – the 
vast majority lies in the purchase price,” according to the study.

A “roll-out” scenario in the study “assumes 100,000 
FCEVs in 2015, 1 million in 2020 and a 25% share of the 
total EU passenger car market in 2050,” but this scenario “re-
sults in a cumulative economic gap of €25 billion [US$33.7 
billion] by 2020” – in other words, EU vehicle buyers (or EU 
taxpayers) would face €25 billion higher costs for FCEVs 
than cheaper ICE vehicles. 

“Almost 90% of this [extra cost] relates to the relatively 
higher cost of the FCEV in the next decade,” according to 
the study.

“The CO2 abatement cost is expected to range between 
€150 and €200 [US$202 to $270] per metric ton in 2030 and 
becomes negative for larger cars after 2030.

“An incentive to ramp up [FCEV] production therefore 
only exists if most car manufacturers commit and coordi-
nate, and government provides temporary funding support. 
This report assumes complete tax neutrality among the four 
power-trains, which allows clean comparison of technolo-
gies, but may not be realistic where practical policy is con-
cerned. [However,] gasoline is heavily taxed throughout the 
EU and various green incentives are in place” that could help 
automakers hurdle the cost problem with FCEVs.

“The cost of shifting from ICEs to FCEVs may amount 
to €4 billion to €5 billion [US$5.4 billion to $6.7 billion] 
per year for Europe (€500/US$675 per new car), with the 
economic gap beginning to close after 2030.”

However, between now and 2020, “FCEVs face a cumu-
lative economic gap (cars + infrastructure) of €25 billion 
[US$33.7 billion] (mainly due to a higher purchase price) 
and an additional €75 billion [US$101 billion] up to 2030,” 
according to the study.

http://www.worldfuels.com/DFN/
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“The TCO of FCEVs vs. ICEs falls dramatically by 2020 
and is competitive with ICEs by 2030 for medium/larger 
cars, at which point it is anticipated that the economic gap 
per vehicle may be passed on to the consumer. However, the 
economic gap continues to rise due to increased sales.”

As for BEV recharge costs, the study finds an average an-
nual investment of more than €13 billion (US$ billion) would 
be required over next 40 years. That’s “considerably larger 
than investment needed for FCEVs, but it serves more vehi-
cles (~200 million BEVs/PHEVs compared to ~100 million 
FCEVs),” according to the study.

BEV car purchase costs over the next 40 years would total 
about €350 billion (US$473 billion), while PHEV purchases 
would added another €190 billion (US$257 billion).Home-
recharge boxes for PHEVs and BEVs would cost another 
€60 billion (US$81 billion), while public recharge stations 
would cost another €480 billion (US$648 billion), according 
to the study.

 As a result, “a cumulative economic gap of €80 billion 
[US$108 billion] exists for BEVs by 2020 and €500 billion 
[US$675 billion] by 2050,” compared to consumer/taxpayer 
costs for conventional ICE cars, according to the study.

Larger cars – the ones most likely to be FCEVs in future 
– account for about 50% of all EU vehicles and currently 
account for around 75% of all CO2 emissions in road traffic, 
according to the study.

“Based on current production methods, which involve 
steam reforming of natural gas, hydrogen cuts CO2 emis-
sions for each kilometer driven by up to 30% compared with 
conventional petrol and diesel cars,” according to study co-
author Linde, which produces hydrogen from steam-methane 
reforming (SMR).

The 95% CO2 reduction target “can be 
achieved by 2050 with the help of various 
hydrogen production methods, with an in-
creasing share of renewable sources in the 
mix,” according to Linde.

“Linde is currently researching various 
production options aimed at gradually in-
creasing the share of ‘green’ sources in the 
hydrogen landscape. One of these uses liq-
uid biomass (glycerine), a by-product of 
biodiesel production, as the feedstock,” ac-
cording to Linde.

 

EU ‘Green’ Power/Hydrogen Assumptions
According to the study, a “conventional hydrogen production 
mix is assumed to 2020, utilizing existing assets – industrially 
produced hydrogen and centralized SMR – with a growing pro-
portion of distributed units (water electrolysis and SMR). 
“After 2020, a balanced and economically driven scenario is 
assumed, including CO2 Capture and Storage (CCS), water 
electrolysis (increasingly using renewable energy) and avoid-
ing over-dependence on any single primary energy source.
“An alternative production mix was also examined, representing 
100% electrolysis, with 80% renewable energy by 2050, which 
increases the total cost of ownership (TCO) of FCEVs by 5% 
by 2030 and 3.5% by 2050. However, both production scenarios 
achieve CO2-free hydrogen by 2050.”
 The energy supply scenario underlying the report taps the 
European Climate Foundation’s “Roadmap 2050”, which de-
scribes a pathway to decarbonize the EU power mix by 2050. 
“In 2020, the expected share of renewable energy sources 
(RES) production capacity is approximately 34%,” accord-
ing to the report. “This is the minimum needed to meet the 
20% EU renewable energy target, as there is limited RES 
opportunity outside of the power sector.
“While the production of hydrogen from SMR with CCS 
remains the lowest-cost scenario, the 100% electrolysis pro-
duction mix only increases the TCO of FCEVs (sedan car 
segment) by 5% by 2030 and 3.5% by 2050.

According to the study, 30% of the hydrogen supply start-
ing in 2020 would come from IGCC plants, with the remain-
der coming from water electrolysis plants and steam methane 
reforming (SMR) plants.– Jack Peckham

Source: McKinsey & Co.

http://www.worldfuels.com/DFN/
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U.S. EPA Finalizes 2011 RFS2 Volumes; Cellulosics Lower
The U.S. Environmental Protection Agency (EPA) on 
November 29 announced that it has finalized the 2011 
percentage biofuels standards for the four categories 
of fuel under the agency’s Renewable Fuel Standard-2  
program (RFS2).

To reflect the current state of the biofuels industry at the end 
of a calendar year, the agency recalculates volumetric targets 
for the following year so that the goals are actually achievable. 

As a result, EPA lowered the cellulosic volume target 
“based on an analysis of expected market availability.” 

EPA stated that it remains optimistic that commercial 
availability of cellulosic biofuel will grow in coming years. 
But even bigger cellulosic-biofuel compliance challenges 
emerge in coming years, as part of the 36 billion gallons 
renewable fuel volume target by 2022. 

EPA calculated the percentage-based biofuel content stan-
dards for 2011. Based on those standards, each producer and im-
porter of gasoline and diesel determines the minimum volume 
of renewable fuel in its transportation fuel, according to EPA.

To calculate the percentage standard for cellulosic biofuel 
in 2011, EPA used a volume of 6.0 million ethanol-equiva-
lent gallons (representing 6.6 million physical gallons).

EPA notes that the “percentage standards are based on 
ethanol-equivalent volumes, not actual volumes. The eth-
anol-equivalent volume is determined from the volumetric 
energy content of a biofuel in comparison to the volumet-
ric energy content of denatured ethanol. Insofar as actual 
volumes used to meet the standards are comprised of fuels 
other than ethanol, the actual volume and ethanol-equiva-
lent volume will differ.”

The three other categories – biomass-
based diesel, advanced biofuel and total 
renewable fuel – also are specified in 
the final rule for 2011 (see table). Ad-
ditional information on the new rule is 
available on EPA’s RFS2 website.

Final Volumes for 2011

Actual Volume Ethanol Equivalent Volume Final Percentage Standard

Cellulosic biofuel 6.6 million gal 6.0 million gal 0.003%

Biomass-based diesel 0.80 billion gal 1.20 billion gal 0.69%

Advanced biofuel 1.35 billion gal 1.35 billion gal 0.78%

Renewable fuel 13.95 billion gal 13.95 billion gal 8.01%

Source: U.S. EPA, November 2010

Lufthansa to Start Commercial Flights on ‘NExBTL’ Jet Fuel
Neste Oil and Lufthansa announced November 29 the start of 
regular commercial flights with a 50% blend of “NExBTL” 
renewable kero-jet fuel starting spring 2011.

“The agreement represents a major step forward for both com-
panies, as this is the first time that renewable fuel is announced to 
be used on normal scheduled flights,” according to Neste.

“Flights will begin after official approval has been re-
ceived from the ASTM (American Society for Testing and 
Materials) allowing the use of jet fuel produced using Neste 
Oil’s ‘NExBTL’ technology,” according to the company.

Lufthansa’s flight program is part of a development proj-
ect supported by the German Ministry of Economics and 
Technology,  MTU and Deutsche Airbus as well as a number 
of universities. 

During the initial phase, flights will take place between 
Frankfurt and Hamburg, Germany. The aircraft on the route 
will use a blend of 50% NExBTL jet fuel and 50% fossil-
based jet fuel in one engine, while the other engine will use 
conventional jet fuel.

Fuel quality “is a critical issue in the aviation industry. 
Aviation fuel needs to have a high energy content and be 
capable of dealing with the very cold temperatures found 
at the altitudes aircraft travel. As a pure hydrocarbon with 
a chemical composition identical to that of conventional jet 
fuel, Neste Oil’s NExBTL renewable jet fuel meets all these 
requirements,” according to the company.

Under a target agreed by the member airlines of the Interna-
tional Air Transport Association, future growth of aviation will 
be carbon-free from 2020, which would require the large-scale 
adoption of renewable fuels, according to the company. 

Flights to and from European Union (EU) destinations 
will be included in the EU’s Emissions Trading Scheme from 
2012 onwards. Airlines will then be required either to offset 
their emissions using emission certificates or use renewable 
fuels. In contrast to road traffic, aviation will not be covered 
by a biofuel mandate, however.

http://www.worldfuels.com/DFN/
http://www.epa.gov/otaq/fuels/renewablefuels/regulations.htm
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Cat Buys Mining Equipment Giant Bucyrus
Caterpillar announced November 15 that it will pay 
US$8.6 billion to buy powered mining equipment 
giant Bucyrus International.

Bucyrus equipment (in diesel, diesel-electric and 
all-electric configurations) is used above-ground for 
mining coal, copper, iron ore, oil sands and other 
minerals. In underground mining, its equipment is 
used primarily for coal, potash and trona extraction.

“The acquisition is based on Caterpillar’s key 
strategic imperative to expand its leadership in the 
mining equipment industry, and positions Caterpil-
lar to capitalize on the robust long-term outlook for 
commodities driven by the trend of rapid growth in 
emerging markets which are improving infrastruc-
ture, rapidly developing urban areas and industrial-
izing their economies,” according to Cat. 

The proposed buyout “represents an implied premium of 32% 
to Bucyrus’ share price as of November 12, 2010,” according 
to Cat.

 Caterpillar will fund the acquisition through a combina-
tion of cash from the balance sheet, debt and up to $2 billion 
in equity, according to the company. 

“Caterpillar intends to locate its mining business head-
quarters in South Milwaukee, Wisconsin, where Bucyrus 
headquarters is currently located, and maintain the Bucyrus 
brand for the principal Bucyrus legacy products,” according 
to the company. 

“For several years, mining customers have been asking us 
to expand our range of products and services to better serve 
their increasingly complex requirements,” said Caterpillar 
CEO Doug Oberhelman. The latest deal “is a strong statement 
about our belief in the bright future of the mining industry. 

“Our performance through the global economic turmoil of 
2008-2009 allowed us to emerge with a strong balance sheet 
and the ability to make strategic investments in companies 
like Bucyrus.”

“Even today at mine sites around the world, our customers 
are using Bucyrus shovels to load Caterpillar mining trucks,” 
added Cat Group President Steve Wunning. “This combi-
nation, as well as the significant expansion in products and 
facility capacity already announced, gives us the opportunity 
to expand the range of surface and underground mining prod-
ucts and solutions offered to customers by Caterpillar and its 
dealer network.” 

Cat officials estimate that the combination will deliver 
“more than $400 million in annual synergies beginning in 
2015 derived from the combined financial strength and com-
plementary product offerings of the combined mining equip-
ment businesses.” 

Those projected synergies  include “one-stop shop for 
global mining customers,” plus “Caterpillar Remanufactur-
ing products and services for Bucyrus equipment” as well 
as “Caterpillar engines and components to enhance perfor-
mance and lower owning and operating costs for Bucyrus 
equipment,” according to Cat.

Bucyrus Shovel Loading Cat Mining Truck Source: Cat

Poll: Industry Executives Have ‘Tremendous’ Uncertainty about U.S. Energy Future
Deloitte LLC on November 18 released results from a survey 
of more than 200 energy professionals. The firm recently 
presented its key findings of the poll at the annual Deloitte 
Oil and Gas Conference in Houston. 

The survey was conducted with the help of polling firm 
Penn, Schoen & Berland Associates in early November. The 
questions, which were provided to 201 energy professionals, 

explored the perceptions surrounding economic, operational 
and regulatory impacts and implications from the Gulf of 
Mexico oil spill, as well as impacts of new regulations on 
natural gas and oil and natural gas price forecasts.

Gary Adams, Deloitte’s vice chairman for oil and gas, 
summarized the overall results: “Oil and natural gas execu-
tives have a tremendous amount of uncertainty about the 

http://www.worldfuels.com/DFN/
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future of energy in the U.S., including the effects of poten-
tial new regulations, the impact of the spill in the Gulf of 
Mexico, the implications of flat demand and the long-term 
role of burgeoning natural gas supplies.”

Many of the oil and gas professionals polled have a nega-
tive view of the U.S. energy situation, although the number of 
though positive outlooks has increased slightly since last year.

Oil and gas professionals have optimistic expectations for 
natural gas, with about 85% believing its best days are still to 
come. Natural gas also has the highest favorability ratings of 
all energy sources among the professionals – with nearly three 
in four saying they have a very favorable view of this source. 

The survey yielded no clear trend in expectations for the 
2011 natural gas price outlook, Deloitte said. A similar num-
ber of respondents were split on either side of an expectation 
of US$6/mmcf (million cubic feet). 

The number of respondents, who believe that the 2011 
average price will exceed that level, was nearly matched by 
those who thought it would not. 

That being said, respondents indicated that proposed fed-
eral regulation of hydraulic fracturing is expected to limit 
and decrease natural gas production and therefore, lead to 
higher natural gas prices.

In addition, more than half of all respondents feel the best 
days for economically favorable oil are behind us. 

Exacerbating the negative perceptions of the oil industry 
are the harmful effects of the Gulf oil spill and subsequent 
potential regulations that may be bad for the industry and 
U.S. energy supply. On whether new regulations will make 
the oil and gas industry more safe, 40% said “yes,” and 40% 
said “no” – and nearly one-fifth were “undecided.”

However, a clear majority of the respondents believed that 
any improvements in drilling safety will come from the in-

dustry itself, rather than from external regulations, discover-
ies or requirements.

Respondents also do not expect the price of crude oil to 
exceed the $80-$100 per-barrel (/bbl) range next year. One in 
four even thought the highest price will not surpass $80/bbl.

The survey results stated that domestic oil is still posi-
tively perceived by roughly 87%, but the number of those 
who are “very favorable” to domestic oil has dropped 19 
points versus last year. 

Consistent with previous research, oil and gas profession-
als have an unfavorable opinion of imported oil and also 
of corn-based ethanol. The “very favorable” perception for 
corn-based ethanol fell from 15% of respondents to 8%, and 
those who had a negative perception of the fuel (60%) was 
double those who had a favorable or better perception of 
corn-based ethanol (36%). 

Likewise, just 6% of this year’s respondents had a very 
favorable opinion of imported oil, down from 8% a year 
ago. Those respondents who had a negative perception of 
imported oil (73%) were more than triple those who had a 
favorable or better perception of imported oil (24%).

Regarding domestic, unconventional crude oil plays in-
cluding the Eagle Ford, Niobrara, and Bakken producing 
regions, the majority of respondents (71%) were favorable 
overall on the trend versus the 24% who were negative over-
all on the trend. In fact, nearly one-third (29%) were very 
favorable on unconventional oil. 

When asked if the “national energy situation” is headed in 
the right or wrong direction, a majority of respondents indi-
cated that things were headed in the wrong direction. About 
70% gave that response, versus 25%, who said things were 
going in the right direction. – Greg Haas

WSJ: EPA’s Permitorium Slows Electric and Refining Industry Construction
Wall Street Journal (WSJ) editors opined November 22 that 
the U.S. Environmental Protection Agency (EPA) is pushing 
through an unprecedented “permitorium” imposing a long-lived 
“de facto project moratorium” that “has stopped new power 
generation.” Two refining executives at recent conferences at-
tended by Hart Energy told similar tales for their industry.

The editorial noted that the EPA has “turned a regulatory 
firehose on U.S. business and the power industry.” 

The WSJ listed 29 major regulations, 172 major policy 
rules and tighter regulations on six major pollutants. Ac-

cording to the editorial, the “EPA’s current assault is unprec-
edented,” since the administration appointed Lisa Jackson, 
whom the WSJ called “hyperactive.”

The editorial also flagged the EPA’s greenhouse gas 
(GHG) endangerment finding as a tactical push of the “White 
House’s climate-change goals, now that Senate Democrats 
have killed cap and trade.” 

The editors entreated the new Congress to push back on 
what it said was President Obama’s agenda being driven by 
an “alphabet soup” of regulations.

http://www.worldfuels.com/DFN/
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The WSJ said this regulatory “ambush” could force retire-
ment en-masse of the coal-fired power generators that pro-
duce half of the nation’s electric power. 

The editorial further noted that uncertainty on sulfur and 
other pollutants “has resulted in a near-total freeze on EPA 
permits, imposing a de facto project moratorium that will last 
for the next 18 months at minimum.” 

While states including Texas, Louisiana, Nevada, North 
Dakota and South Dakota have filed suit against the EPA, 
more are expected to join in, according to the WSJ, over re-
strictions to their “ability to permit new sources or expand 
existing sources.” 

But the refining industry also faces a daunting array of EPA 
regulations. Hart Energy’s October 7 issue of Refinery Tracker 
reported on the 2010 Environmental Conference of the  
National Petrochemical and Refiners Association. 

In a speech during the event, Al Armendariz, the EPA’s 
Region 6 administrator for Texas and neighboring states, told 
attendees that under his boss, Lisa Jackson, the EPA is “mov-
ing forward on a very aggressive schedule.” 

Armendariz referred to Jackson’s own statement upon her 
January 2009 appointment that “the EPA is back on the job.”

The group was keen to hear from Armendariz on the Texas 
flexible permit fracas that erupted when Jackson’s agency 
“disallowed” the state’s permitting program that had been in 
force for decades under several prior administrations. 

Armendariz listed three options to “de-flex” permits, in-
cluding an optional audit program proposal which was re-
leased that day. Another approach, Armendariz said, would 
be for flexible permittees to open bilateral repermitting ne-
gotiations with the Dallas Region 6 offices. 

Still another approach was said to be under negotiation 
between the EPA and the Texas state regulators, but to-date 
has not been released. 

Armendariz explained that his focus “to get 140 facilities” 
new permits “was one of my main missions as being regional 
administrator. I want these permits to be dead and everyone 
to have new permits, and we can all go back to our day jobs.”

Toward that end, the Region 6 administrator made a push 
of his own by impressing upon the industry that “I think the 
time to evaluate what’s going to happen and see the lay of 
the land and is over.” 

Armendariz followed that by saying: “There are a lot of 
tools within the EPA that we have not yet brought upon per-
mit holders. … I think you will find that it’s time to come 
back and get into the good graces of the EPA.” 

More recently, Hart Energy attended the 2010 Global Re-
fining Summit held by the World Trade Group in Houston. 
There, we had an exchange with Marathon Oil executives re-
lated to the largest U.S. refinery expansion project on record 
at their Garyville refinery in Indiana. 

The project was conceived in 2004, broke ground in 2007 
and reached completion in 2010. A new parallel refinery train 
added 180,000 barrel-per-day (b/d) of capacity to the original 
1976-era 256,000 b/d refinery. 

Marathon said more than US$3.9 billion was invested and 
injected into the economy; schools and libraries were built 
from millions in collected taxes; thousands of constructors 
were employed;  nearly 650 permanent jobs were created; 
and an already efficient and profitable refinery will likely 
become the nation’s top energy efficient refinery.

Hart asked Marathon if current federal environmental, 
GHG and ozone regulations would have changed the project 
timeline. 

Jim Shoriak, director of refining group major projects at 
Marathon, said: “Obviously, we were very glad to have got-
ten this project … permitted when we did.... I doubt that we 
would make this type of investment, starting from scratch 
right now, with the environment that we see ourselves in.”  

Shoriak added, “If you weren’t already moving ahead 
with a project like this, you would likely want to delay it.” 

But why would a U.S. refiner delay a profitable expan-
sion opportunity that would lower energy use and the plant’s 
environmental footprint?

Refinery strategic planners must now consider daunting 
GHG requirements including pending permitting standards 
for operating refiners, carbon taxes, low carbon fuel stan-
dards and GHG reporting rules that may divulge trade se-
crets. Others regulations include ozone standards, transport 
rules, boiler rules and environmental justice initiatives.

Lynn Elsenhans, Sunoco, Inc. CEO, told attendees at the 
2011 Deloitte Oil and Gas Conference in Houston, “what 
you will see is increasing regulatory requirements and that 
… will have a cost, both the cost of operation but more im-
portantly the capital cost to put it in.” 

Elsenhans cited “incredibly expensive” measures to deal 
with “new frontiers of environmental regulation” for bunker 
fuel sulfur and particulate matter. 

Noting that the U.S. has an overhang of refining capac-
ity, Elsenhans said: “I think that will likely be the catalyst to 
have refinery capacity go down.”

http://www.worldfuels.com/DFN/
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Unless you are a niche or low-cost provider, Elsenhans 
said that weak U.S. refining economic fundamentals may 
persist unless environmental regulations establish “require

ments for spending that are so high that many people decide 
to throw in the towel and you get a rebalancing of the supply 
and demand balance that allows the margins to go back up.” 
– Greg Haas

U.S. EPA: ‘Volt’ Gets 93 mpg in EV Mode; 37 mpg in Gasoline Mode
U.S. Environmental Protection Agency (EPA) on November 24 
officially approved a new, mandatory fuel economy label for 
the Chevrolet “Volt” plug-in hybrid electric vehicle (PHEV), 
giving it 93 miles per gallon gasoline equivalent (MPGe) when 
operating on grid-recharged battery power and 37 mpg when 
operating in pure gasoline generator-set mode.

EPA also declared that the label, debuting on Volt cars 
in December, must state that grid-recharge battery range for 
the Volt is 35 miles (compared to the “up to 50 miles” claim 
often touted in GM ads).

The new EPA label for the Volt is available here: link 
to document.

“Because the Volt works like no other car before it, Gen-
eral Motors and the U.S. EPA collaborated to design a new 
label to help consumers understand what to expect when they 
drive the Volt,” according to GM.

“This ‘MPGe’ rating allows consumers to compare the 
Volt’s efficiency to other cars in its segment.  The Volt uses 
two energy sources, electricity from the grid, and gasoline 
from the pump, with the mix depending on how far you drive 
and how often you charge the battery.”

According to the new EPA label, the Volt achieves 60 
mpg when operating in a calculated combined mode of 
grid-derived electric power and gasoline-engine gen-set 
power. But this will vary depending on each customer’s 
daily duty cycle. In many cases, customers will hardly 
ever use the gasoline engine back-up system on daily trips,  
according to GM.

The new EPA label also states that the Volt can achieve 
a combined 379 miles range with both gasoline and bat-
tery power, before refilling the tank or recharging the  
battery system.

Doug Parks, GM executive in charge of the Volt, ex-
plained at a press conference that in future, other automakers 
that may introduce a similar PHEV technology would have 
to display a similar consumer information label on their cars, 
under EPA rules.

Meanwhile, GM is holding to a plan to produce 10,000 
Volts through 2011 and another 45,000 in 2012, for the 
U.S. market. But output plans could change depending 
upon customer demand and key parts availability, accord-
ing to the company.

U.S. EPA: Nissan Leaf EV Gets 99 Miles/Gallon Gasoline Equivalent
Nissan announced November 22 that the U.S. Environmental 
Protection Agency (EPA) has now officially approved the 
mandatory fuel-economy label for the “Leaf” electric vehicle 
(EV) debuting in the U.S. market next month.

According to the EPA, the label indicates that the “Leaf” 
all-electric car gets 99 miles per gasoline gallon equivalent 
(MPGe) in combined city/highway tests, putting the car at the 
top of the list for most fuel-efficient car in North America. 

The EPA standard test-cycle also indicates the car would 
travel 73 miles on a single battery charge, rather than the “up 
to 100 miles” Nissan typically claims in advertising.

“After completion of [mandatory] five-cycle testing, the EPA 
has rated the Nissan Leaf with an MPG equivalent of 106 city, 
92 highway for a combined 99 MPGe,” according to Nissan. 

“This calculation is based on the EPA’s formula of 33.7 
kiloWatt-hours being equivalent to one gallon gasoline 

energy. In addition, the label displays a charging time of 
seven hours on a 240-Volt charge and a driving range of 
73 miles, based on the five-cycle tests using varying driv-
ing conditions and climate controls. Driving range on the 
Nissan Lear, as with all vehicles, varies with real-world  
driving conditions.”

Scott Becker, Nissan senior vice president, commented 
that the new EPA fuel-economy label “provides consumers 
with a tool to compare alternative-fuel vehicles to those with 
a traditional internal combustion engine and allows them to 
make an informed purchase decision.”

Sales of the Nissan LEAF will begin in December in Cali-
fornia, Oregon, Washington, Arizona and Tennessee. In Jan-
uary 2011, sales begin in Texas and Hawaii, with additional 
market roll-out continuing later in 2011.

http://www.worldfuels.com/DFN/
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NRG Launches EV Recharge Scheme; Walgreens, Best Buy, Reliant, TXU Partner
Houston-based electricity supplier NRG Energy announced 
November 18 that it’s launching what it describes as the U.S.’s 
“first privately funded, comprehensive” electric vehicle (EV) 
charging network, including new deals to install EV recharg-
ing at 18 Walgreens stores, various Best Buy stores and vari-
ous HEB retail stores, with parallel efforts by other utilities.

The scheme debuts in Houston, with a rollout expanding 
across Texas in 2011.

“Once the network is in place, Houston will have more 
than 100 chargers including DC [480 volt direct current] 
rapid chargers that can fully charge an electric vehicle in less 
than 30 minutes, and Level 2 [240 volt] chargers that can 
fully charge in four to six hours,” according to NRG.

“NRG, which is ready to expand across [North] America 
as early adoption of electric vehicles goes mainstream, an-
ticipates announcing the next ‘eVgo’ [EV recharge scheme] 
cities in early 2011.

Other partners in the scheme include Direct Energy (with 
more than 6 million residential and commercial electricity 
customers); Green Mountain Energy Company (a “green” 
power trader); Reliant Energy (with more than 1.5 million re-
tail electric customers across Texas) and TXU Energy (with 
more than 2 million electricity customers in Texas).

“The ‘eVgo’ network and services will provide practical 
solutions for pragmatic Houston commuters to adopt EVs,” 
according to NRG.

The scheme includes 240-volt home recharge installations. 
“In addition to procuring and installing the EV home 

charging station itself, NRG also will install and maintain 
public ‘fast charging’ stations conveniently located along 
major freeways, in key shopping and business districts, at 
popular retailers, and in multi-family community and work-
place parking areas across Harris County [metro Houston],” 
according to NRG.

“eVgo” EV recharge plans will initially be priced from 
US$49 to $89 per month, fixed for the first three years of EV 
ownership, according to the company.

“Through these eVgo miles plans, customers can avoid as 
much as $2,500 in upfront costs for a home charging station 
and installation as well as gain unlimited access to the’ eVgo’ 
network and unlimited miles of driving,” according to NRG, 
which has filed for a patent on the scheme.

“NRG plans to invest more than $10 million in Houston’s 
public charging station infrastructure and will be the first com-
pany to equip an entire major market with the privately funded 
infrastructure needed for successful EV adoption and integra-
tion. The company is ready to expand these services across 
Texas as early adoption of electric vehicles grows and spreads.”

The scheme “continues on the road with Freedom Stations 
and Convenience Stations strategically situated across the 
city at host partners’ facilities. eVgo Freedom Stations will 
be open 24/7 and, in addition to Level 2 [240-volt] charging, 
will offer DC [480 volt direct current] fast charging options, 
enabling EV drivers to add 30 miles of range in as little as 10 
minutes,” according to NRG.

“NRG will install approximately 50 eVgo Freedom Sta-
tions by mid-2011 at major shopping and business districts 
and along all major freeways from downtown Houston to 
approximately 25 miles from the city center. 

“NRG is also working with retailers to install eVgo  
Convenience Stations to provide Level 2 charging during the 
retail [store] host’s store hours.”

For employee parking-lot EV recharge, “NRG has 
launched as part of  ‘eVgo’ a program called Ready for EV 
(REV). This program enables employers, property owners 
and managers to quickly and economically deliver dedicated 
charging options to individual EV drivers at work during 
the workday. NRG supports REV companies and property 
owners with a full-service solution that includes equipment, 
installation, maintenance and customer support.”

ExxonMobil Plans Singapore Hydrotreater to Boost ULSD Output
A November 22 Bloomberg report relayed that ExxonMobil’s 
Singapore refinery will soon include a planned diesel hy-
drotreater which will boost output by more than 50%. 

The report noted that production of the refinery’s ultra-
low-sulfur diesel (ULSD) will ramp to more than 25 million 

liters per day (157,000 barrels per day), up 9 million liters 
per day.

ExxonMobil’s integrated refinery in Singapore pro-
cesses about 605,000 barrels per day of crude into fuels 
and feedstock for the associated chemical plant and third-
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party industrial customers, according to the company’s 
Web site.

The Singapore refinery employs about 750 people in-
volved in the manufacturing of fuels, aromatics, industrial 
and automotive lubricants and base oils.

Recently completed and previously announced work on-
going at the Singapore plant – when completed next year 
– will make the site the largest petrochemical complex and 
integrated chemical and refining site owned and operated  
by ExxonMobil.

Company information shows that during the 1990’s, the re-
finery saw a US$1.3-billion investment for a hydrocracker, a 

catalytic reformer and an aromatics unit. The chemical plant 
saw $1.4 billion for a hydroprocessor and aromatics complex. 

Those projects were followed by a $2-billion grassroots 
petrochemical plant which was fully integrated into the ad-
jacent plant, the company’s Web site noted.

ExxonMobil also has broken ground on its second, world-
scale petrochemical project in Singapore integrated with the 
existing facilities. According to company information, me-
chanical completion and commissioning is expected in late 
2010 through 2011. – Greg Haas

Kinder Morgan Files for Initial Public Offering
On November 23, the largest independent transporter of 
refined petroleum products announced that its parent com-
pany, Kinder Morgan Holdco LLC, has filed a registration 
statement with the Securities and Exchange Commission 
(SEC) for a proposed initial public offering (IPO) of its 
common stock. 

All of the common stock that will be sold in the offer-
ing will be sold by existing investors, including funds ad-
vised by or affiliated with Goldman, Sachs & Co., Highstar 
Capital LP, The Carlyle Group and Riverstone Holdings 
LLC. Kinder Morgan will not receive any proceeds from  
the offering.

In connection with the offering, Kinder Morgan Holdco 
LLC is planning to convert from a Delaware limited liability 
company (LLC) to a Delaware corporation. The converted 
entity will be renamed Kinder Morgan, Inc.  

A registration statement relating to these securities has 
been filed with the SEC but has not yet become effective. 
These securities may not be sold nor may offers to buy 
be accepted prior to the time the registration statement  
becomes effective.

Goldman, Sachs & Co. and Barclays Capital are acting 
as joint, book-running managers for the proposed offering.

Bloomberg report on November 23 that the company was 
taken private in a leveraged buyout (LBO) just three years 
ago in a deal worth US$22 billion, at the time. In 2007, the 
LBO was the sixth-largest-ever and the biggest in the pipe-
line space, according to Bloomberg. 

The refloat of the shares from the current private equity 
holders back out to the public is expected to raise something 
near $1.5 billion, according to the report. 

The report also noted that the announcement by Kinder 
Morgan was well timed after “ the biggest week for U.S. 
initial sales since March 2008,” which when added together, 
raised “$17 billion combined last week as the Standard & 
Poor’s 500 Index traded near a two-year high.”  

Those facts, the report suggested, indicates that the IPO 
market has stabilized “after 61 offerings were postponed or 
withdrawn this year.”

Bloomberg also reported that Mark Reichman, an analyst 
with Madison Williams & Co., said of the deal that “You’ve 
got private equity (investors) who have owned their interest 
for a number of years, and this is their way to exit.” 

Kinder Morgan owns or operates about 37,000 miles of 
pipelines to make it the largest independent refined prod-
ucts transporter and one of the largest natural gas transport-
ers and storage operators. Along with the pipeline assets, 
with 180 terminals, the company is the largest independent 
terminal operator in North America. Along with those op-
erations, the company is the largest handler of petroleum 
coke and the largest transporter and marketer of carbon  
dioxide gas.  

Affiliated companies include Kinder Morgan Energy Part-
ners, L.P, Kinder Morgan Management, LLC and Kinder 
Morgan, Inc., a private company which owns the general 
partner of Kinder Morgan Energy Partners. – Greg Haas
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CleanFUEL, Freightliner Partner on New 8-Liter Propane Engine
CleanFUEL USA, a Texas-based supplier of alternative fuel in-
frastructure and propane engine systems, will build and certify 
a multipurpose 8-liter (L) General Motors Co. (GM) propane 
engine with the Freightliner Custom Chassis Corp. (FCCC).

According to a November 16 CleanFUEL announcement, 
the first versions of the engine chassis will be designed for 
use in urban delivery trucks and school buses. The company 
said it expects the engine to be available for 2012 vehicles.

“Since the discontinuance of the GM 8.1-liter engine, 
there have been limited options for medium-duty propane 
engines,” Tucker Perkins, CleanFUEL president and chief 
operating officer said in the announcement. “Demand for 
medium-duty propane engines still persists. From a fleet 
standpoint, we see immense potential for this new 8L plat-
form to stimulate additional interest and adoption in the mar-
ket for propane-powered vehicles.”

According to the U.S. Energy Information Administration 
(EIA), medium- and heavy-duty vehicles consume a signifi-
cant and increasing amount of fuel. In 2008, these vehicles 
consumed 26% of all U.S. transportation fuels.

Freightliner – a subsidiary of Daimler Trucks North America 
– will certify CleanFUEL’s 8L propane fuel injection system 
to run on the Thomas Built Type C school bus and Freightliner 
straight truck chassis, the announcement noted.

The partnership expands the use of GM’s 8L, long-block 
engine – originally intended for industrial and marine mar-
kets – to new, on-highway applications of up to 33,000 
pounds gross vehicle weight. Conversion kits also will be 
available to switch medium-duty gasoline vehicles to run on 
propane, CleanFUEL said.

According to CleanFUEL, propane is the most widely used 
alternative fuel today, powering more than 14 million vehicles 
around the world. The company said it anticipates “significant 
market interest in the 8L engine, with pent-up demand linger-
ing from GM stopping production of medium-duty engines in 
2009. CleanFUEL expects the engine to be available for 2012 
vehicles, providing a viable option for fleet operators to keep 
pace with stricter greenhouse gas [GHG] legislation.” 

“We’ve seen an industry-wide shift to becoming more en-
vironmentally conscious, and our customers are requesting 
more options for green-fleet vehicles,” Jonathan Randall, 
sales and marketing director for FCCC, said in the release. 
“Working with CleanFUEL to address the demand for green 
vehicles was a natural fit.”

CleanFuel said the Propane Education and Research 
Council (PERC) approved a US$3.9-million grant to sup-
port the project’s development. CleanFUEL, FCCC, GM and 
Powertrain Integration will co-fund the project and release a 
generator version of the engine for the agriculture market, 
CleanFuel said.

Currently, propane equipment currently supports some 
865,000 U.S. farms in the form of irrigation pumps, grain 
dryers and standby generators, the company said.

 President Barack Obama recently announced new rules 
to reduce GHG emissions and other pollutants by requir-
ing greater fuel efficiency for fleet vehicles, starting with 
2014 models. According to the U.S Environmental Protec-
tion Agency, the new rules would save the trucking indus-
try about 500 million barrels of oil over the life of vehicles 
made between 2014 and 2018, and reduce GHG emissions 
by nearly 250 million metric tons. – Kristie Sotolongo

Deloitte Oil and Gas Conference: New Regs May Cause Exit from Offshore Gulf
On November 18, Deloitte LLC hosted the annual Deloitte Oil 
and Gas Conference in Houston where the firm released a new 
paper provocatively entitled ‘The Gulf of Mexico Open for 
Business?’ In the rollout of the paper, Deloitte executives noted 

that new regulations have “created shockwaves” that have the 
potential to “cause an exit from the offshore Gulf.” Noting that 
political risk in the U.S. has increased since the summer, “capital 
will go where it is welcome,” Deloitte executives commented.
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The paper was presented by Gary Adams, vice chairman 
of the Oil and Gas sector within the Energy and Resources 
group at Deloitte. Adams stepped attendees through his view 
of how the Deepwater Horizon tragedy changed the operat-
ing landscape in the Gulf. He also pointed toward current 
opportunities and challenges facing oil and natural gas com-
panies operating in the region. 

Adams writes “The Deepwater Horizon accident was a 
tragedy that will be felt for years to come. But the oil and gas 
industry and government have also learned great lessons, and 
are finding a new and balanced approach to building future 
operations that will benefit the U.S.”

Calling the region a “Bread basket” for the energy indus-
try, Adams noted that nearly 30% of U.S. oil supplies come 
from the Gulf and significant reserves remain untapped.

Oil production from the offshore Gulf of Mexico region 
strategically and securely reduces the need for foreign oil 
while acting as a “significant economic engine, providing 
thousands of jobs to the U.S. economy and more than US$11 
billion a year in royalties and taxes,” Adams wrote.

Yet the Deepwater Horizon tragedy prompted a world-
wide review of deepwater operations. Adams told attendees 
that post spill regulations “created shockwaves.”

Some of the latest regulatory requirements include new 
operations and procedures, certifications, backup control 
systems, new designs and materials, and demonstration of 
available backup blowout containment resources. Industry 
analysts believe it will still take six months for companies 
to comply. Meanwhile, permitting delays, Adams noted, are 
expected due to extended regulatory reviews, which, in ef-
fect, leave the drilling moratorium in place.

A potential, therefore, exists for both higher crude pricing 
and higher imports of foreign crude oil to displace that which 
would have come from offshore activities in the Gulf. 

Adam also pointed out that firms operating in the Gulf 
must now consider a potential risk exposure of $30 billion 
when determining whether to continue their operations there, 
as opposed to the previous $75 million. 

That exposure is like “betting the entire company on every 
well,” Adams noted. A review by Deloitte, Adams said, found 
that only 10 publicly traded oil and gas firms have market 
capital in excess of $30 billion. “Forty percent of these oil 
and gas firms,” Adams noted, have market capitalizations 
“under $5 billion.”

It was clear to Adams that “the independent oil and gas 
firm will be hit the hardest by post-spill regulation.” This 
may cause an exit from the offshore Gulf, Adams opined. 
And further, the new Gulf of Mexico offshore regulations 
are being looked at by other countries for potential adoption 
in their waters.

“Political risk has definitely increased in the U.S. after the 
summer,” but, Adams noted further, the U.S. is still a very 
good market and its nearby location will continue to prove 
attractive to those who can manage the risk, either solely or 
with venture partners.

Branko Terzic, Executive Director of Deloitte’s Center for 
Energy Solutions, added that “producing is more risky today 
than in the past…the question is if it is ‘acceptable’ risk.” 

The study noted that a mass exodus of oil and gas com-
panies from the Gulf will have a negative impact on future 
production, jobs, and revenue. – Greg Haas

Fortnight Market Snapshot: ICE Brent Futures and ICE Gas Oil Futures
MARKET REPORT

These charts show biweekly activity of the ICE Brent Futures and ICE Gas Oil Futures from November 17 to December 1.
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U.S. EIA Analyzes Refiner Response to Distillate Demand Rise, Gasoline Decline
The U.S. Energy Information Administration (EIA) on 
November 17 released a new report showing how U.S. 
refiners could respond to the trend of growing global de-
mand for middle distillates and declining Atlantic Basin 
demand for gasoline.

According to the report, “Increasing Distillate Production 
at U.S. Refineries – Past Changes and Future Potential” (see: 
link to document), EIA finds that “in the short run, the [U.S.] 
refining industry could increase annual [middle distillate] 
yields by 3 to 5 percentage points on average over typical 
historical yields of about 35%. 

“Such yield increases could be achieved through operating 
changes and little or no capital investment. With more time 
and sustained higher diesel margins, refiners would spend 
capital on improved fractionation, and more refiners would 
move to catalysts favoring distillate production, resulting in 
further yield increases. With such investments, a longer-term 
average annual yield increase might be in the range of 4 to 8 
percentage points.”

Boosting refinery middle distillate yields is a strategy that 
is “likely to be an attractive option again for refiners as the 

economies of the United States and Europe improve,” ac-
cording to the analysis.

“Although distillate margins are not likely to exceed gasoline 
margins to the degree they did in 2008 on a sustained basis, they 
may be sufficient to promote a more permanent U.S. refining 
yield shift toward middle distillates and away from gasoline as 
the diesel market rebounds from the recession.”

The report also cites a recent Valero Corp. analysis, which 
indicates that “a modern, fairly complex refinery should be 
able to increase the distillate yield (measured as a percent of 
crude input) by 7 to 13 percent. Note that to achieve the larg-
est shift to distillate, Valero includes the addition of a hydro-
cracker, which is a long-run solution,” according to the EIA. 

Looking back at the huge jump in distillate margins of 
2007-2008, the EIA noted that “U.S. refiners had little time for 
making even modest capital changes [in response]. It is very 
likely that if those higher distillate-to-gasoline price differen-
tials had persisted longer, a number of refiners showing little 
yield-shift would have done more. But with the 2009 market 
retrenching to roughly the same margins for gasoline and distil-
late as seen in 2005-2007, further shifts have not taken place.” 
– Jack Peckham

Report: Pipelines for Alternative Fuels Valued at US$3 Billion by 2015
According to a new industry study, specialty pipelines for the 
alternative fuel market will be valued at more than US$3 bil-
lion by 2015. SBI Energy’s Specialty Pipelines for Renewable 
and Alternative Energy Substances estimates that the total 
global market for specialty pipelines will show year-over-
year increases of at least 30% through 2015.

“Specialty pipelines are required for several renewable and 
alternative energy substances due to corrosivity, lack of com-
patibility with conventional fuels distribution systems, indus-
try and regulatory requirements, and the distributed locations 
of various renewable and alternative energy substances. 

The report said that while currently, rail and tanker trans-
portation are the predominant forms of long distance deliv-
ery for certain renewable energy sources, such as ethanol 
and biodiesel, specialty pipelines represent the most cost-

effective mode of transportation for highly produced energy 
products and substances. 

Through 2015, the study said the market for specialty 
pipelines will expand due to several factors including the 
continued development of renewable and alternative energy 
substance production capacities, government and industry 
efforts to facilitate comprehensive transitioning of national 
energy economies and emerging trends of growth in the de-
mand for various energy substances.

“Without adequate midstream transportation assets or in-
frastructure, otherwise marketable renewable and alternative 
energy substances are excluded from major energy markets 
and consumers,” says Robert Eckard, SBI Energy analyst 
and author of the industry study.

Report: Refinery, Petchem Construction Costs Approach 2008 Peak
Designing and constructing costs in the downstream refining 
and petrochemical sectors rose 3% from first-quarter 2010 to 
third-quarter 2010, according to the latest edition of the IHS/
CERA Downstream Capital Costs Index (DCCI). 

In a November 17 announcement about the DCCI, the Colorado-
based information services provider said it was the third straight 
increase for the index since prices bottomed out at 9% below peak 
2008 levels. Costs are now just 4% below their 2008 peak.

http://www.worldfuels.com/DFN/
http://www.eia.gov/pub/oil_gas/petroleum/feature_articles/2010/distillateprod/distillateprod.pdf?src=email
mailto:jpeckham@hartenergy.com
http://www.sbireports.com/Specialty-Pipelines-Renewable-2793780/
http://www.sbireports.com/Specialty-Pipelines-Renewable-2793780/
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The IHS/CERA DCCI is a proprietary measure of project 
cost inflation similar in concept to the Consumer Price Index 
(CPI) and provides a benchmark for comparing costs glob-
ally, the firm said.

According to IHS/CERA, the current DCCI rose from 175 to 
180 over the past six months. The values are indexed to the year 
2000, meaning that a project that cost US$100 in 2000 would 
cost $180 today, the organization said. Higher commodity prices 
and a weakening U.S. dollar continued to be a driving force be-
hind the steady rise of costs in the downstream sector, IHS said.

“The momentum in the rise of costs back to pre-recession 
levels is really a ‘slowmentum’ reflective of the broader 
global economic recovery,” said Daniel Yergin, IHS/CERA 
chairman and author of the Pulitzer Prize-winning book, 
“The Prize.” “Activity is increasing, and prices are rising, 
albeit with a healthy dose of caution.”

Commodities prices were driven by the global economy’s 
recovery and increased construction activity as the impact of 
the fiscal stimuli was felt by the wider economy, IHS said. 
Additionally, steel prices continued to show high degrees 
of volatility as iron ore producers switched from adjusting 
prices annually to adjusting them every quarter, reflecting 
market-based demand-supply fundamentals, the firm said.

The continued weakening of the U.S. dollar also contrib-
uted to the rise of commodity prices while also driving up 
costs of equipment, labor and engineering and project man-
agement costs. The dollar’s fall was driven by the U.S. Federal 
Reserve’s second round of quantitative easing to reinvigorate 
the U.S. economy–the Fed recently announced a $600 billion 
plan to purchase treasury bonds over the next eight months. 

According to IHS/CERA, China plans to increase refining 
capacity by 50% in the next five years, and the Middle East 

is emerging as a major hub for petrochemicals with advanta-
geous feedstock and government policies that incentivize di-
versification into other industries supported by petrochemicals.

“Large complex refineries with integrated petrochemicals 
are emerging as the ‘new standard’ to position the down-
stream sector for profitability,” the IHS release said. “The ca-
pacity additions in Asia will also continue to put downward 
pressure on margins as excess capacity emerges in the face 
of tepid consumer demand.

“Refiners and petrochemical companies in Organization 
for Economic Cooperation and Development (OECD) coun-
tries – which have been rationalizing refining capacity – will 
continue to face rising pressure to shutdown older and less 
efficient plants with poor economics,” the organization added.

Farooq Sheikh, lead researcher for the IHS CERA Capi-
tal Costs Analysis Forum for Downstream, said the “the 
economic outlook ahead appears to be mixed with rising 
prospects that the recent momentum will give way to an im-
pending slowdown.

“China also appears to be slowing down as the govern-
ment increasingly restrains the fiscal stimulus and has re-
cently increased interest rates by a quarter% in fear of a real 
estate bubble,” Sheikh said in the release.

The IHS release further stated: “Developing countries are 
showing increasing concerns about capital flows into their 
markets creating an asset bubble. Capital controls and higher 
interest rates are being employed to temper unbridled growth.”

In conclusion, IHS/CERA said “another modest increase 
is expected in downstream capital costs in the near term as 
recovering construction activity and further increases in raw 
materials prices push costs closer to their prerecession highs.”

Nuke-Driven CO2 Recycling Scheme: Economic ‘Green’ FT Fuel Seen
“Zero-carbon” nuclear power or renewable power with an  
operating expense cost (excluding capex) of around US$0.05/kilo-
Watt-hour (kWh) potentially could be employed to recycle byprod-
uct carbon dioxide (CO2) and water into Fischer-Tropsch motor 
fuels at around $3/gallon, according to a new study.

The study, published in the scholarly journal, Renewable 
and Sustainable Energy Reviews (Volume 15, Issue 1, Janu-
ary 2011), summarizes the work of Columbia University 
(U.S.) and Denmark-based energy researchers.

According to their summary, “we estimate that the full sys-
tem can feasibly operate at 70% electricity-to-liquid fuel effi-
ciency (higher heating value basis) and the price of electricity 
needed to produce synthetic gasoline [or diesel] at US$2/gallon 

is US$0.02 to $0.03 cents/kWh. For $3/gallon gasoline [or diesel], 
electricity at 4–5 cents/kWh is needed.”

The study (see: link to source ) points out that “while 
fossil-derived synthetic fuels (e.g. coal derived liquid 
fuels) and biofuels have received the most attention, sim-
ilar hydrocarbons can be produced without using fossil 
fuels or biomass. 

“Using renewable and/or nuclear energy, carbon dioxide 
and water can be recycled into liquid hydrocarbon fuels in 
non-biological processes which remove oxygen from CO2 
and H2O (the reverse of fuel combustion). Capture of CO2 
from the atmosphere would enable a closed-loop carbon-
neutral fuel cycle.

http://www.worldfuels.com/DFN/
http://www.sciencedirect.com/science?_ob=ArticleURL&_udi=B6VMY-50SG16Y-1&_user=10&_coverDate=01%2F31%2F2011&_rdoc=2&_fmt=high&_orig=browse&_origin=browse&_zone=rslt_list_item&_srch=doc-info(%23toc%236163%232011%23999849998%232600762%23FLA%23display%23Volume)&_cdi=6163&_sort=d&_docanchor=&_ct=86&_acct=C000050221&_version=1&_urlVersion=0&_userid=10&md5=60b3d207eb4d63232423a5fc3b02dfd4&searchtype=a
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“Dissociation methods include thermolysis, thermochem-
ical cycles, electrolysis, and photoelectrolysis of CO2 and/
or H2O. High temperature co-electrolysis of H2O and CO2 
makes very efficient use of electricity and heat (near-100% 
electricity-to-syngas efficiency), provides high reaction 
rates, and directly produces syngas (CO/H2 mixture) for use 
in conventional catalytic fuel synthesis reactors. 

“Capturing CO2 from the atmosphere using a solid sor-
bent, electrolyzing H2O and CO2 in solid oxide electrolysis 
cells to yield syngas, and converting the syngas to gasoline 
or diesel by Fischer–Tropsch synthesis is identified as one of 
the most promising, feasible routes.

“In some regions that have inexpensive renewable [geo-
thermal] electricity, such as Iceland, fuel production may al-
ready be economical. The dominant costs of the process are 
the electricity cost and the capital cost of the electrolyzer, 

and this capital cost is significantly increased when operat-
ing intermittently (on renewable power sources such as solar 
and wind). 

“Once-through re-use of CO2 results in net CO2 emissions 
of approximately one-half the emissions that would occur 
without any re-use (both from the industrial plant and from 
transportation [and] continuous closed-loop carbon recycling 
via air capture of CO2 [would] result in near zero net emis-
sions. These approximations neglect life-cycle emissions of 
energy generation, CO2 capture, materials, construction, etc.

Capital costs for such a scheme would be in a similar 
range as . . . plants such as coal and natural gas-based liquid 
fuel production], but lower than estimates for large alkaline 
electrolysis plants,” according to the researchers. “The level 
of automation of the facility will likely have a large impact 
on the operations and maintenance cost.” – Jack Peckham 

Report: Asia Pacific EV Sales to Total 1.4 Million by 2015
Initiatives and programs designed to increase awareness of 
electric vehicles (EVs) in the Asia Pacific region are ex-
pected to fuel a burgeoning market for plug-in electric (PEV) 
vehicles and all-electric vehicles by 2015, according to a 
market research report released November 16.

Various national-level initiatives and program include 
“the establishment of aggressive goals, subsidies for EV pur-
chasers, research and development support and demonstra-
tion projects, tax incentives, regulation and standardization 
and public education programs,” analysts at Pike Research 
said in the report.

Titled, Electric Vehicles in Asia Pacific, the study pro-
vides a comprehensive examination of EVs, charging equip-
ment technologies, advanced battery research, government 
incentives and regulations and key drivers of market growth 
in the Asia Pacific region. 

“Two key drivers of EV adoption include climate con-
cerns and oil prices,” senior analyst Andy Bae said in a press 
release about the new report. “The potential for reducing car-
bon emissions by electrifying transportation has caught the 
attention of local and national government officials across 
Asia Pacific due to concerns about the contribution of trans-
portation emissions to climate change.

“For example, South Korea faces worsening environmental 
issues,” Bae said. “In 2005, the country had the tenth-highest 

level of CO2 emissions, as well as the highest CO2 emissions 
growth rate.”

However, significant barriers to PEVs’ uptake still exist 
in the form of consumer concerns about effective driving 
ranges, as well as a near-term shortage of charging stations, 
Bae added. The latter will be less of a problem over time 
as public, private, workplace, and residential charge points 
are installed.

By 2015, Bae said he expects that a total of 2.6 million 
EV charge points will be available to drivers across the Asia 
Pacific region, outnumbering the vehicles themselves.

Pike Research also anticipates that China will be the largest 
Asia Pacific market for PEVs over the next five years – rep-
resenting 53% of the region’s total sales during that period. 

According to the research firm, the vast majority of  
China’s PEV fleet will be battery electric vehicles, driven by a 
strong push behind this category by the central government. In 
contrast, plug-in hybrid electric vehicles will be the largest 
category in Japan, which is expected to be the region’s second-
largest market for all PEVs, Pike Research added.

The Pike Research report also includes detailed analysis 
of new vehicle introductions, manufacturer strategies and 
forecasts through 2015 for electrified vehicles, charging sta-
tions and advanced vehicle batteries.  An executive summary 
of the report is available here.

http://www.worldfuels.com/DFN/
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Western Refining Sees EPA Fines Out West, Terminal Connections Back East
NEWS FROM AMERICAS

On November 23, the U.S. Environmental Protection Agency 
(EPA) fined Western Refining Southwest, Inc. for failing to 
adequately monitor benzene discharges and illegally dispos-
ing hazardous waste. The company is in noncompliance of 
a Consent Agreement and Final Order (CAFO) filed in Aug. 
2009. The release further noted that the EPA was taking ac-
tion against the firm for improper sampling.

“It is important to everyone that companies are following 
proper protocols needed to protect the environment and pub-
lic health,” said Al Armendariz, EPA regional administrator. 
“When facilities fail to follow the rules, EPA will act quickly 
to ensure compliance with the law.” 

Western has received two noncompliance letters from the 
EPA within the past two months. The first letter of noncom-
pliance dated Sept. 24, 2010, was for improper sampling on 
Aug. 20-22, 2010, and exceeding benzene levels in wastewa-
ter on June 24-25 and Aug. 23, 2010. 

The second letter – dated Nov. 1, 2010 – related to similar 
offenses of improper collection of samples on Sept. 3-7 and 
improper disposal of hazardous waste on Sept. 30, 2010.

Western has 30 days to pay the levied fines after receiving 
the notification letters. 

Western operates a petroleum refinery in Jamestown, 
N.M, about 17 miles east of Gallup. The refinery had mul-
tiple violations stemming from its storage and treatment of 
hazardous waste containing benzene, a human carcinogen 
present in petroleum. 

In 2009, the EPA and New Mexico Environmental De-
partment (NMED) brought the violations to the attention 
of Western. Western agreed to pay $734,008, cease all dis-
charges of benzene and close two aeration lagoons that re-
ceived hazardous waste.

Western Refining operates a number of refineries and ter-
minal assets, including the 40,000 barrel per day (b/d) refin-
ery in New Mexico. The company’s Web site says this is the 
only active refinery in the Four Corners area.

The company’s El Paso, Texas, refinery has a crude oil 
throughput capacity of about 125,000 b/d. 

On September 13, the company announced the safe and 
orderly shutdown of 66,300 b/d of refining capacity at its 
Yorktown, Virginia refinery. That U.S. East Coast saw the 

mothballing of the refining units there and now operates only 
as a refined products distribution terminal. 

A November 21 Dow Jones report said the Yorktown 
terminal assets may be interconnected with the Colonial 
Pipeline system, based on a company filing with the U.S. 
Securities Exchange Commission. 

Executives with both Western Refining and Colonial 
Pipeline Company reportedly confirmed that the intercon-
nection talks are ongoing. The report said the potential inter-
connection could begin deliveries to and from the Yorktown 
Terminal by mid-2011.

The company also said during its November 4 call that 
“we are also in discussions regarding the potential sale of 
the Yorktown terminal assets.” But, officials added, that the 
company is separating Yorktown’s terminal assets from the 
refining assets. 

And no matter the outcome of any potential sale of ter-
minal assets, officials said: “we’ll still keep the option of 
restarting the refinery...everything we’re doing is positioning 
the refinery, when margins return and if they have the spread 
widen out back to more of a normal level, we’ll be able to 
restart the facility and utilize the terminal assets to benefit 
the refinery.”

This is the second crude oil processing plant that Western 
has converted in a Refinery-to-Terminal Conversion (RTT) 
project. The first was in Bloomfield, N.M., Gary Hanson, 
spokesperson for Western Refining, told Hart Energy during 
a September 14 call.  

The company’s small Bloomfield refinery, also located in 
the Four Corner’s region, was idled in 2009. Hanson declined 
at the time to detail the capacity that was idled, although U.S. 
Department of Energy data shows the plan’s atmospheric 
crude distillation unit had an operable capacity of 16,800 b/d.

After the company’s first RTT in New Mexico, the Four 
Corner’s region still receives its fuels from the Gallup refin-
ery as well as the Bloomfield terminal which the company 
still operates, Hanson told Hart Energy. – Greg Haas

http://www.worldfuels.com/DFN/
mailto:ghaas@hartenergy.com
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Algenol Plans Florida Biorefinery
Florida-based Algenol Biofuels plans to build a pilot-scale, 
integrated biorefinery adjacent to the company’s recently 
opened laboratories in Fort Meyers, Florida, according to a 
November 18 press announcement from the Fort Meyers Re-
gional Partnership (FMRP).

With financial support from the U.S. Department of En-
ergy, the Lee County Commission and Algenol’s strategic 
partners, the 36-acre facility will demonstrate Algenol’s “Di-
rect to Ethanol” technology, which produces ethanol directly 
from carbon dioxide (CO2) using blue-green algae.

Algenol founder and CEO Paul Woods said: “Having our 
integrated biorefinery and research laboratories all on one site 
will facilitate collaboration among our scientists and engi-
neers and those of our partners – the Dow Chemical Co., the  
National Renewable Energy Laboratory, the Georgia Institute 
of Technology and the Membrane Technology and Research.”

According to the FMRP, the Lee Road Integrated Biore-
finery will bring together Algenol’s capabilities in molecular 
biology, aquaculture, green chemistry, carbon capture and 
engineering for the development and commercialization of 
low carbon-footprint technologies for biofuels and green 
chemicals production.

“The total commitment by Algenol represents at least 120 
new jobs and millions of dollars of additional capital invest-
ment to Lee County,” said Jim Moore, FMRP executive di-
rector. “This also furthers our commitment to green energy 
and diversification in southwest Florida.”

Algenol makes what it terms as low-cost ethanol directly 
from CO2 and seawater using hybrid algae in sealed, clear 
plastic photobioreactors through its proprietary Direct to 
Ethanol technology – all powered by the sun,  according 
to FMRP.

Macquarie Energy, Freeport to Develop LNG Export Project
U.S. energy marketer Macquarie Energy and Freeport LNG 
Expansion LP will collaborate to develop and market liq-
uefaction capacity at an existing LNG import terminal near 
Freeport, Texas.

According to a November 22 Macquarie announcement, 
the proposed facility will be capable of liquefying up to 1.4 
billion cubic feet per day (Bcf/d) of natural gas and create a 
bi-directional import/export LNG terminal.

“Recent developments in shale gas technology have trans-
formed the U.S. gas market. The U.S. has developed sig-
nificant natural gas resources and is able to meet projected 
domestic demand with a surplus for a long time to come,” 
Nicholas O’Kane, senior managing director and global head 
of Macquarie’s energy markets group. “Exporting attrac-
tively priced gas as LNG from the U.S. will help encourage 
continued domestic production, balance global market dy-
namics and offer global buyers a stable, attractively priced 
fuel supply alternative.”

The existing Freeport LNG import terminal began op-
erations in June 2008 with capacity to unload and vaporize 
about 2 Bcf/d (gas equivalent) of LNG. Of that amount, 1.65 
Bcf/d is sold under long-term, terminal use agreements.

However, due to low natural gas prices in the U.S. rela-
tive to global LNG markets, most Gulf Coast LNG import 
terminals have seen significant underutilization, according 
to Macquarie.

“While forecasts that natural gas prices will remain rela-
tively low in the U.S. do not bode well for import terminals, 
the price differential has opened up an opportunity to make 
the U.S. a leading exporter of natural gas,” the company said. 

According to Macquarie Energy, worldwide growth in 
both LNG demand and supply is forecasted to continue, with 
the rate of demand outpacing supply. The majority of the 
demand growth is expected to be driven by Asia, with other 
emerging markets further underpinning the overall global 
demand growth. 

“The terminal is located in one of the largest gas produc-
ing regions in the world, is near two large natural gas trading 
hubs – the Houston Ship Channel and Katy Hub – and has 
access to the extensive U.S. pipeline network,” O’Kane said. 
“Additionally, with the anticipated opening of the Panama 
Canal to LNG ships in 2014, cargoes being exported out of 
Freeport will have shorter access into Asia, making it easier 
to meet regional demand.” 

According to Michael Smith, Freeport LNG’s chairman 
and CEO, “not only is this project an extremely important 
opportunity for Freeport LNG, Macquarie, and Freeport 
LNG’s existing customers, it will also deliver substantial 
benefits to the U.S., Texas and the local region.” 

Fully built out, the liquefaction project will require more 
than US$2-billion of direct investment, Macquarie said, creat-
ing more than 1,000 construction jobs over a 2-3 year period. 

http://www.worldfuels.com/DFN/
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Further, the incremental natural gas exploration and produc-
tion required to supply the project will create more than 20,000 
permanent jobs and will benefit the local and U.S. economy by 
more than $3.6 billion per year, the companies said.

“The U.S. has been on the cutting edge of developing 
techniques to economically produce natural gas resources in 
recent years,” Smith added. “There is a significant oppor-
tunity to improve the nation’s balance of trade and reduce 
global greenhouse gases by supporting conversion from coal 
and fuel oil to clean-burning natural gas. For Freeport LNG 
and its existing customers, this project offers the chance to 

utilize investments that, under current market conditions, are 
significantly underutilized.” 

According to Macquarie, the proposed liquefaction facil-
ity would include four liquefaction trains, each with about 
330 million cubic feet per day of liquefaction capacity. The 
existing infrastructure at the Freeport LNG terminal, com-
bined with Freeport’s plan to use medium-size liquefaction 
trains, will enable a much quicker commercial development.

Commercial operations are expected to start in early 2015, 
following the receipt of necessary governmental approvals, 
the companies added.

Afton’s HiTEC 6560 Gasoline Fuel Additive Meets Top Tier Standard 
Virginia-based petroleum additives producer Afton Chemical  
announced November 18 that its HiTEC 6560 fuel perfor-
mance additives have met the updated Top Tier detergent 
gasoline standard.

The latest Top Tier standard – established in May 2008 – 
required additive manufacturers to submit fuel performance 
data from independent, accredited laboratories by May 1, 
2010. Afton said it met that date, but the deadline was ex-
tended twice – to November 29 – because some manufactur-
ers were not able to comply with the standard.

“Due to our extensive experience in running fuel additive 
test programs, we were well prepared and aware of chal-
lenges of finding a test fuel to meet the Top Tier performance 
standards and obtaining test availability at independent labo-
ratories. And we are proud to have done this by the original 
Top Tier deadline,” David DiBerto, global business manager 
for gasoline performance additives at Afton, said in a recent 
company press release.

“As this extended deadline approaches, Afton Chemical 
fuels technical and sales team members remain prepared to 
provide customers the HiTEC 6560 family of fuel perfor-
mance additives with the necessary documentation to sup-
port their license submission,” DiBerto added.

The U.S. Environmental Protection Agency (EPA) intro-
duced a minimum gasoline detergent standard in 1995, and 
most gasoline marketers who had previously provided higher 
levels of detergents reduced their gasoline concentration lev-
els. According to the EPA, the levels were necessary to meet 
emission standards but not engine longevity standards.

In 2004, BMW, General Motors, Honda and Toyota es-
tablished a proprietary standard for a class of gasoline called 
Top Tier. Three years later, Volkswagen and Audi joined  
the consortium.

Petrobras, Partners to Build US$3-Billion Ethanol Pipeline, Official Says
Brazil’s state-run oil company Petroleo Brasileiro SA (Petro-
bras) and its five partners plan to construct a US$3-billion 
pipeline to transport ethanol from the Sao Paulo sugarcane 
heartland to domestic markets and for export.

According to a November 17 Dow Jones (DJ) report citing 
a Petrobras executive, the pipeline will be designed to carry up 
to 20 million cubic meters per year of ethanol by 2020.

“Work on the pipeline will begin [November 23] in the 
city of Riberao Preto – the heart of the sugarcane industry in 
the interior of Sao Paulo state,” Paulo Roberto Costa, Petro-
bras director of supplies, told DJ.

Costa told DJ that a group of six companies will set 
up a network for distribution and storage of ethanol and 
other liquids. 

The six companies, Petrobras and its five partners, will 
establish a new company, with initial capital of 100 million 
Reais (US$58.3 million), for the purpose of setting up the 
network, according to DJ.

The shareholders in the new venture will be Petrobras, 
with 20%; Cosan SA Industria e Comercio SA, 20%; Coper-
sucar SA, 20%; Odebrecht Transport Participacoes SA, 20%; 
Camargo Correa Oleo e Gas SA, 10% and Uniduto Logistica 
SA, 10%, the DJ report said.

According to a recent Petrobras statement, the company 
and Camargo Correa, Odebrecht and Uniduto have already 
completed studies on the new project, the DJ report said.

http://www.worldfuels.com/DFN/
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EPA Releases 2010 Fuel Economy Trends Report
For the sixth consecutive year, average carbon dioxide (CO2) 
emissions have decreased and average fuel efficiency has in-
creased slightly for new cars and light trucks, according to 
an annual fuel economy trends report released November 17.

The U.S. Environmental Protection Agency’s (EPA’s) 
annual report is titled, Light-Duty Automotive Technology, 
Carbon Dioxide Emissions and Fuel Economy Trends: 1975 
through 2010. Based on pre-model year sales estimates, the 
EPA projects a modest improvement in 2010 – to 395 grams 
of CO2 per mile and 22.5 miles per gallon (mpg). However, 
the EPA cautioned that the projections are uncertain, because 
they were made “during the atypical automotive market in 
2009.” The 2010 final data will be available in next year’s 
report, the agency said.

For 2009 – the last year the EPA has final data from auto-
makers – the average CO2 emissions from new vehicles were 
397 grams per mile and the average fuel economy value was 
22.4 mpg. According to the EPA, the report confirms that 

average CO2 emissions have decreased and fuel economy has 
increased each year beginning in 2005. Average CO2 emis-
sions have decreased by 64 grams per mile, or 14%, and av-
erage fuel economy has increased by 3.1 mpg, or 16%, since 
2004.

“The positive trend beginning in 2005 reverses a long pe-
riod of increasing CO2 emissions and decreasing fuel econ-
omy from 1987 through 2004.” The annual report provides 
data on the CO2 emissions, fuel economy and technology 
characteristics of new light-duty vehicles, such as cars, mini-
vans, sport utility vehicles and pickup trucks.

The CO2 emissions and fuel economy values reflect EPA’s 
best estimates of real world CO2 emissions and fuel economy 
performance, the agency said. The estimates are consistent 
with the fuel economy estimates that EPA provides on new 
vehicle window stickers and in the fuel economy guide, the 
EPA added.

Chevron to Divest Fuels Marketing, Aviation Interests in Caribbean, C. America
U.S. multinational Chevron Corp. has agreed to sell its Ca-
ribbean and Central American fuels marketing and aviation 
businesses to Vitogaz SA, a wholly-owned subsidiary of 
French international downstream firm RUBIS.

According to a November 18 Chevron announcement, the 
company will sell its assets in Antigua, Barbados, Grenada, 
Dominica, St. Lucia, St.Vincent, Guyana, St. Kitts, French Gui-
ana, Martinique, Guadeloupe, Trinidad, Nicaragua, Costa Rica 
and Belize. Financial details of the sale were not disclosed.

Following the receipt of required local regulatory and 
government approvals, the transactions are expected to close 
in full by third-quarter 2011, Chevron said.

Under the terms of the agreement, RUBIS will also acquire 
a network of 174 service stations operating under the Texaco 
brand, an equity interest in an associated refinery operation, 
proprietary and joint-venture terminals and aviation facilities, 
and Chevron’s commercial and industrial fuels business.

“This sale is in line with our ongoing effort to concentrate 
downstream resources and capital on strategic global assets,” 
Mike Wirth, executive vice president of Chevron’s down-
stream and chemicals group, said in the announcement. “By 
restructuring our worldwide portfolio, we intend to reduce 
capital employed, deliver stronger returns and achieve more 
profitable growth.”

IFQC: OAPEC Nations Moving Toward Euro-5 Fuels
NEWS FROM MIDDLE EAST / ASIA

International Fuel Quality Center (IFQC) reported November 
24 that Organization of Arab Petroleum Exporting Countries 
(OAPEC) indicated at a refining conference in Bahrain last 
month that they plan to adopt Euro-5 (10 parts per million 
sulfur) limits on diesel and gasoline from 2015 and beyond.

Syria announced that it plans to produce 50-ppm sulfur 
(Euro-4) and 10-ppm sulfur (Euro-5) fuels in the period of 
2015-2017, according to IFQC.

Representatives from Iraq and Algeria also announced 
plans to phase-out leaded gasoline starting in 2011. “Overall, 
member countries of the OAPEC agreed upon a timeline of 
2015 and beyond to produce and market 10-ppm sulfur fuels 
domestically,” according to IFQC.

http://www.worldfuels.com/DFN/
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Japan Hybrid Vehicle Sales Soar 285%
The latest Japan Automobile Manufacturers Association 
(JAMA) unit figures for domestic sales of “alternative-
energy” and relatively fuel-efficient/low-emission conven-
tional vehicles for fiscal 2009 ending March 31, 2010 shows 
another stellar year for gasoline hybrid-electric cars.

Since fiscal 2000, unit figures for 
JAMA members’ ex-factory shipments 
of alternative-energy and fuel-effi-
cient/low-emission vehicles to the 
domestic market have been posted 
online, at link to document.

Shipments of all types of alternative-
energy and fuel-efficient/low-emission 
vehicles in Japan in fiscal 2009 reached 
a total of 4,027,624 units, up 430,826 
units, or 12.0%, compared to fiscal 
2008, according to JAMA.

“More than 80% of this total com-
prised vehicles whose fuel efficiency 
met or surpassed 2010 Japan stan-
dards and whose exhaust emissions 
were down by 75% compared to 2005 

standards, thereby qualifying them for a ‘four-star rating’ 
signifying top performance in fuel-efficient/low-emission 
vehicle classification,” according to JAMA.

Here is what the latest Japan car-sales data for FY 2009 
show (see charts):

2009 Vehicle Units Shipped and Comparisons ( +/- [units] and +/- [%] ) with Fiscal 2008

Fuel cell vehicles: 3 (-12) (-80.0%)

Electric vehicles: 1,706 (+1,706)

Hybrid vehicles: 466,631 (+345,530) (+285.3%)

Natural gas vehicles: 1,197 (-1,182) (-49.7%)

Methanol vehicles: 0 (no change)

 Vehicles with emissions down 
by 75% from 2005 

3,226,086 (+315,327) (+10.8%)

 Vehicles with emissions down 
by 50% from 2005

331,546 (-1213,289) (-39.1%)

 Diesel-alternative 
LPG vehicles:

450 (-159) (-26.1%)

Hydrogen vehicles: 5 (+5)

China Fines Refiners for ‘Excessive’ Diesel Prices
China’s National Development and Reform Commission 
(NDRC) announced November 23 that it will fine Sinopec 
and PetroChina for alleged “excessive” prices on diesel – 
a fuel that is in shortage because of a China government 
decision to slash grid-electric power, causing industries to 
switch-on diesel gen-set power.

According to a Xinhua news service report, six companies 
including the big refiners “were selling diesel at prices as 
high as 8% above the government set price.”

“These companies also included local refineries and oil 
dealers in Shaanxi, Shandong and Jiangsu provinces and ac-
cording to the NDRC, the [price hikes] have exacerbated the 
diesel shortage and disrupted market order. The NRDC urged 
local authorities to seize the illicit revenue from above-ceiling 
sales and fine the companies up to five-times of their income.”

Both Sinopec and PetroChina are increasing diesel im-
ports to cover shortages, while Sinopec said it had ceased 
diesel exports.

Essar Wins EPC Deal for IOC Refinery Project
Essar Projects announced November 22 that it won the engi-
neering, procurement and construction (EPC) contract from 
Indian Oil Corporation Ltd (IOC) for the 15 million metric-
tons-per-year Paradip refinery in Orissa.

The deal includes a lump-sum turn key package for the 
main refinery units valued at Rs. 1,400 crore (US$3 billion).

The first phase of the project is scheduled to be completed 
in 17 months “and will play an important part in satisfying the 
rising domestic demand for fuel” in India, according to Essar.

“With an explosive growth predicted for the EPC market in 
India in the coming years, [our] company is well poised to cap-
ture the potential,” said Essar Projects CEO Alwyn Bowden.

The scope for the IOC contract includes residual process de-
sign, detailed EPC, and commissioning and performance testing 
of core process units of the refinery, including the atmospheric 
vacuum unit, straight-run LPG treating unit, naphtha hydrotreat-
ing, naphtha fractionator unit, continuous catalytic reforming 
unit, sour water stripper unit and amine regeneration unit
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TNK-BP Saratov Refinery Begins March to Euro-5
NEWS FROM EUROPE / AFRICA

TNK-BP announced November 24 that they’ve begun the long 
march toward expansion of Euro-5 (10 parts per million sul-
fur) diesel and gasoline fuels production, having just upgraded 
for Euro-3 (350 ppm sulfur) fuel at the Saratov refinery.

“The Saratov Oil Refinery has begun producing gasoline 
and diesel fuel certified for conformance with Euro-3 stan-
dards as part of a long-term TNK-BP program to improve 
the quality and expand the range of its products,” according 
to the company.

“The transition to Euro 3 fuel is one stage in a major in-
vestment program by TNK-BP, aimed at producing Euro-4 
and Euro-5-standard petroleum products at the Saratov Oil 
Refinery. Over the next two years the company plans to build 
an isomerization unit at the refinery, to renovate its hydro 

treatment facilities and carry out other projects at a total cost 
of over US$300 million”.

The cleaner fuels “will help the environment and reduce 
the adverse environmental impact of vehicles, which are re-
sponsible for over 80% of all hazardous atmospheric emis-
sions,” said Aleksandr Romanov, General Director of the 
Saratov Oil Refinery. 

Before the new fuel was put into production, TNK-BP per-
formed laboratory and vehicle tests “under the supervision 
of leading Russian fuel industry research centers,” according 
to the company. “The results showed a reduction in the tox-
icity of the exhaust gases and an improvement in technical 
characteristics due to the fuel’s different chemical composi-
tion and refining process.”

Neste Launches ‘Regenerativ’ Renewable Diesel Trial
Neste Oil announced November 18 that it’s testing a blend 
of between 95% to 98% of its “NExBTL” renewable diesel 
with between 2% to 7% of conventional fatty acid methyl 
ester (FAME) biodiesel in a German fleet.

In all, 15 different diesel vehicles are involved in the field 
trials, all powered by Neste’s “Diesel Regenerativ” blends of 
renewable diesel and FAME, both from German rapeseed oil.

“The year-long project will test the performance of the 
new fuel and the contribution it can make to lower emis-
sions,” according to Neste.

“The trials will focus on the negative impact traffic has 
on busy city centers and the benefits that renewable fuel can 
bring to the urban environment. The tests will also enable 

the performance of renewable diesel produced using two dif-
ferent technologies to be compared under field conditions.”

Others participating in the test are Volkswagen, Audi, 
Union for the Promotion of Oil and Protein Plants, Bavar-
ian State Ministry of the Environment and Public Health, 
Coburg University of Applied Sciences, and Austria-based 
petroleum refiner OMV, which this month launched market-
ing of a premium diesel including a 7% “NExBTL” blend 
(see Diesel Fuel News 11/01/2010).

Neste Oil supplies the Finnish market with Neste Green 
diesel, which contains a minimum of 10% renewable con-
tent. The company also just launched commercial production 
of NExBTL in Singapore.

U.K. Companies Explore Potential of Bio-SNG as Transportation Fuel
The use of bio-synthetic natural gas (SNG) as a transporta-
tion fuel could be more cost-effective than electric vehicles, 
according to a recent feasibility study released November 22 
by three U.K. companies.

The report – conducted by the National Grid, the electric-
ity transmission network of the U.K; the North East Pro-
cess Industry Cluster (NEPIC) and U.K. multinational utility 
Centrica – said bio-SNG offers a “credible option for trucks 
where the electric option is not practical.”

Bio-SNG, which is formed during the conversion of ther-
mally derived synthetic gas into methane, also offers the pos-
sibility of “substantial scale renewable methane production.”

The report further states that major processes required to 
produce bio-SNG can be identified and assembled using exist-
ing technologies, and estimated costs for a large-scale plant are 
competitive with other renewable energy technologies.

According to the feasibility study, delivered bio-SNG 
would produce an average savings of 90% in lifecycle, car-
bon-dioxide emissions, compared with fossil fuels. “Given 
appropriate incentives, renewable bio-SNG could form an 
increasingly important proportion of gas supplies and thus 
help the U.K to meet the 2050 greenhouse gas reduction tar-
gets,” Mark Fairbairn, National Grid executive director for 
gas distribution said in a release about the new report.
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NEPIC’s chief executive Stan Higgins said he sees a fu-
ture with “many and varied” low-carbon technologies.

“Bio-SNG as a transport fuel offers a significant opportu-
nity to reduce the carbon footprint,” Higgins said in the release.  
The study also calls for the development of “all unconven-
tional energy infrastructure, new financing strategies and the 
government’s support.

The three firms said they will share details of the report 
with the U.K.’s Department of Energy and Climate Change 
and the Committee on Climate Change so the bio-SNG op-
tion can be considered.

Latest French Pension Protest Turnout Low
Agence French Presse (AFP) reported that turnout was low 
for the November 23 protests against pension reforms en-
acted by French President Nicolas Sarkozy that became law 
two weeks ago, according to an English language account at 
Expatica.com. 

The renewed French union protests are unlikely to ex-
acerbate the escalating cost of refined products on the U.S. 
East Coast that have resulted from lower U.S. imports of 
refined products from across the Atlantic in the wake of the 
earlier strikes which shut in all of France’s refining capacity 
for weeks.

The AFP report noted that 27,000 French street protestors 
turned out before midday. 

That is a far cry from the millions that spilled into the 
highways and byways of the nation as they targeted the re-
fining industry and ports in an effort to strangle the flow of 
crude and refined products.  

The report quoted CGT union leader Bernard Thibault 
saying that the day’s actions were intended to demonstrate 
that “the law on pensions does not put an end to debate and 
to mobilizations about retirement.” 

Yet, the report also said that Sarkozy sees the law “as the 
most important reform of his mandate.”

In the end, the prior and current strikes and disruptions 
did not halt the President’s efforts to raise the national retire-
ment age from 60 to 62, and the law was eventually passed 
by parliament. 

The run-up to the bill’s passage saw vociferous strikes by 
unionized labor at critical ports and refineries that blocked 
fuel deliveries to drivers and even airports in the Capital for 
days and weeks. 

A November 19 report by Bloomberg cited International 
Energy Agency that showed October refinery throughput in 
Europe fell to 11.5 million barrels in the month, which was 
the lowest run rate in nearly 2 decades.

That same article noted that U.S. gasoline refining mar-
gins “more than doubled this month” as a result of mainte-
nance-related U.S. East Coast refinery shutdowns and the 
overall reduction in refined product imports due to tightness 
in the Atlantic basin trading region in the wake of the strikes 
in France. – Greg Haas

GM Launches ‘Ampera’ PHEV Sales in Europe
General Motors Corp.’s (GM’s) Opel division announced 
November 11 that customers can now reserve an “Ampera” 
plug in hybrid electric vehicle (PHEV) with deliveries sched-
uled for fourth-quarter 2011.

Manufacturer’s suggested retail price throughout Europe 
for the base model starts at €42,900 (US$58,100) including 
national value-added tax (VAT), according to GM. 

Like its Chevrolet “Volt” PHEV cousin, the “Ampera” 
includes a gasoline engine that acts like a generator-set, ex-
tending vehicle range to about 500 kilometers.

Operating on the 16 kiloWatt-hour lithium-ion battery 
system alone, the car can go up to 80 kilometers between 
recharges, according to GM.

“Some competitors choose to split their offers for electric 
cars into two portions: a base price for the car and a leasing 
rate for the battery pack,” according to GM. “This does make 
the price appear attractive because the battery leasing rate is 
not highlighted. 

“However, battery leases are paid monthly for several 
years, so the total cost is roughly the same as a car whose 
total price includes both the car and the battery. 

“Opel’s pricing scheme eliminates confusion by listing the 
total cost of the car and battery. Opel is also researching cus-
tomer preferences regarding financing and leasing schemes 
for the Ampera.”
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Independent research found that about 80% of Europeans 
drive less than 60 kilometers per day, “so the Ampera would 
meet their requirements,” according to GM. 

“When the Ampera’s battery runs low, the battery can be 
recharged in about three hours at 230 volts by plugging the 

vehicle’s on-board charge system into a standard outlet. Be-
cause the battery can be re-charged quickly, most Amperas 
are likely to be driven in battery mode nearly all the time.”
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