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FEATURE

Examining China’s Massive, Five-Year Energy  
Expansion Plan
Massive refinery, power and downstream logistics growth is planned in 
China, according to January 6 a Xinhua News Agency story. The populous 
nation is planning to boost its refining capacity by 20% in the next five 
years, according to the report. Hart Energy has compared that expansion to 
existing energy infrastructure capacities of some top-10 global economies.

That equals 100 million tons per year (mtpy), or 2 million barrels per 
day (b/d), which will position China with a refining portfolio of 12 million 
b/d (600 mtpy) of crude run capacity, according to the reported comments 
of Zhang Guobao, head of the National Energy Administration. 

Other disclosures in the report include the five-year plan’s targets for 
China’s upstream oil and gas production (about 200 mtpy and 100 billion 
cubic meters per year, respectively), power plant construction (270 giga-
Watts (GW)), and a second and third phase of downstream logistics and 
petroleum storage construction (capacities undisclosed). 

Comparing China’s Refinery-Expansion Plan
To put this into perspective, the U.S. refining fleet has an operating capac-
ity of 16.9 million b/d of crude distillation, according to the 2010 refinery 
capacity report by the U.S. Department of Energy (DOE).

In less than five years, China is planning to add a new refining fleet 
with the equivalent capacity that represents one-eighth of the total U.S. 
refining fleet. One which exceeds the entire refining fleet of the California 
refinery base (18 operating at 1.9 million b/d capacity, per the DOE 
survey), and equals the current refining fleet of the nation of Brazil  
(2.2 million b/d reached after more than six decades of construction and 
expansion at Petrobras.)
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California is the nation’s third-largest refining state and 
a state whose economy, if ranked as a nation unto itself, 
would be the world’s 9th largest economy, one notch ahead 
of the world’s next biggest economy, Brazil. (See the adja-
cent links from a leading independent California economic 
research group and the World Bank). 

In Asia, Hart Energy’s Refinery Tracker (RT) database 
lists 3.5 million b/d of announced new refining projects at 
various stages of development that are proposed to come on-
line over the next five years. 

As China announces the projects and details emerge on 
location, size, start-up and capital expenditures, the RT data-
base will be amended to reflect the individual refinery con-
struction project parameters.

Chinese refining capacity with forward projections are 
maintained by the World Refining and Fuel Service offered by 
Hart Energy Consulting, along with the more comprehensive 
oil demand, refining and fuel analyses for rest of the world. 
Information is available at www.hartenergyconsulting.com.

A Powerful Generation-Capacity Ramp
On the power side, the rapid expansion and construction of 
power generation fleets can have a great impact on refining 
markets (see the January 6, 2011, edition of RT, Vol. 3, Issue 1). 
As Hart’s report on the Saudi Electric Co. shows, new power 
plant capacity additions can ramp oil and refined product 
demand as various fuels are burned in new, thermal power 
generation plants.

China’s envisioned 270-GW thermal power plant ex-
pansion over the next five years represents one-fourth of 
the entire U.S. electric generation fleet in service today, 
according to DOE data. The fuel mix to fire those power 
generators remains unannounced, but it will likely reflect a 
diverse portfolio of conventional fossil fuels (coal, oil, gas), 
nuclear power and renewables (hydropower, solar, wind and 
biomass/waste).

A Smart Downstream Logistics Expansion
The planned expansion of downstream logistics and stor-
age capacity in China will represent a major construction 
boom, as well as a significant commodity demand driver in 
the short-term. 

Paul Ting, an energy analyst with Energy Vision LLC 
who has been among the most vocal about China’s storage 
expansion, recently highlighted the crude and product market-
tightening effects of the first phases of the country’s growth.

China’s inventory accumulation “may bias the conven-
tional ‘apparent demand’ upward, further increasing the 
headline effect of Chinese oil demand strength on oil price,” 
Ting wrote to clients on December 3, 2010.

China’s second and third crude and product storage ex-
pansion phases – when announced – will likely continue or 
even ramp that effect. 

As reported in RT on August 19, 2010, the International 
Energy Agency and the EU recommend at least a 90-day 
strategic storage capacity for imported petroleum streams. 
Incidents in nations around the world showcase what hap-
pens to refining markets and fuel prices when adequate stor-
age levels are not available.

In the same issue of RT, Hart noted that China falls short 
of that mark – with just 60 days of demand in storage. So 
while the Chinese Strategic Petroleum Reserve had 102 mil-
lion barrels of crude in storage at the time, its plan to qua-
druple that by 2015 was outlined.

If China plans to produce 4 million b/d of crude (200 
mtpy) by 2015 to feed a 12 million-b/d crude processing ca-
pability, imports will total 8 million b/d in 2015. According 
to an RT analysis, a 90-day crude supply in strategic storage 
would amount to 720 million barrels of crude storage. 

For additional reference, see the August 19 issue of RT 
for the refining impact of the Mumbai Port closure, and the 
September 2 issue for details on China’s newly expanded 
Dalian port – the site of a summer 2010 oil pipeline upset 
as well.

In an even more recent case of downstream, logistics-
related upsets, the November 4 issue of RT, details the union 
strikes in France, which greatly affected the nation’s ports, 
refineries, gasoline stations, airports and drivers, in general.

– Greg Haas

PUBLIC POLICY

Pickens: Higher Energy Prices Could Compel U.S. Congress to Act
Dallas financier T. Boone Pickens is reviving his push to 
replace imported oil with natural gas – and promoting natural 
gas an alternative fuel for heavy-duty vehicles.

In doing so, Pickens told the National Journal recently 
that crude oil prices could reach as high as US$120 a barrel 
(/bbl) this year. The legendary energy investor has shown a 
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knack for accurately predicting oil prices – correctly fore-
casting oil futures would climb to $85/bbl last year, data 
from N.J.-based Indie Research shows.

“You’ll see it over $100 a barrel, not $100 average over 
the year,” Pickens told the Journal in a January 4 phone in-
terview. “But you could see it as high as $110 to $120 a 
barrel.”

And those prices, the Texas oil billionaire said, would 
translate into about $4 per gallon of gasoline at the pump, 
and that price level should compel Congress to enact an en-
ergy plan.

“When you get into that [gas price] area, people will be-
come focused and very concerned, which will mean Con-
gress will become very concerned,” said Pickens, who began 
his oil career in 1951 as a wildcatter for Phillips Petroleum. 
More recently, he has shifted into the financial sector, ac-
cording to the January 5 Journal report.

The Journal, citing data from the U.S. Energy Informa-
tion Administration, said gas prices have steadily risen since 
late-November 2010 – from $2.88 per gallon (/gal) to $3.07/
gal this week.

Widely regarded as one of the savviest investors in the 
energy patch, Pickens’s hedge fund portfolio is heavy on 
energy names, according to Indie Research filing data. As 
of the end of third-quarter 2010, his portfolio included oil 
service stocks, natural gas producers and integrated oil firms, 
the data indicate.

Although Pickens starting to scale back his Pickens Plan 
for increased wind energy use in the U.S. in favor of natural 

gas during 2010, his hedge fund has continued to maintain 
stakes in traditional energy companies, the research firm 
reported.

During the January 4 Journal interview, Pickens said he 
wants Congress to pass legislation he has backed to address 
the rising energy costs. His measure would reportedly offer 
tax incentives as a way to encourage the use of natural gas 
as a fuel for heavy-duty vehicles like semi trucks and mov-
ing vans.

The policy has bipartisan support in both chambers of 
Congress, Pickens told the Journal, but the measure did not 
pass (in 2010), because lawmakers could not agree on a way 
to pay for the $5-billion bill.

According to the Journal, Pickens has already been 
“making the rounds” for the 112th Congress, including vis-
its with David Axelrod, U.S. President Obama’s top adviser, 
and House Speaker John Boehner (R-Ohio) since the No-
vember midterm elections.

“I think they got very busy at the end of [2010], and it 
got kind of pushed off the table,” Pickens said in the report. 
“I think it’s going to come up pretty quick; we’ll get it intro-
duced. We’re going to get it passed.”

Historically, President Obama has cited natural gas as 
“an area where the [Democrat and Republican] parties could 
find agreement,” the report added. That could suggest that 
some type of natural gas legislation is likely.

According to the Journal, Senate Majority Leader Harry 
Reid (D-Nev.) also widely supports some version of the Pick-
ens Plan to wean America off foreign oil. – Kristie Sotolongo

New Mexico Governor Strikes Two Environmental Rules
New Mexico Governor Susana Martinez (R) has scuttled 
a state regulation requiring annual cuts in greenhouse gas 
(GHG) emissions of 3% – acting on a campaign promise she 
made last November, a January 6 New York Times report said.

The new governor also dropped a second environmental 
rule intended to control the discharge of waste from dairies in 
southern New Mexico, before publication.

Only an unrelated state rule that caps GHG emissions 
from stationary sources like power plants remains in effect for 
now, the Times said.

During her campaign, Governor Martinez described the 
regulation of heat-trapping emissions as “burdensome for indus-
try and harmful to the state’s economy,” according to the report.

According to the Times report, Martinez received “hun-
dreds of thousands of dollars in campaign contributions from 
oil and gas interests,” and has said she does not believe “that 
“science has clearly established a link between climate change 
and human activity.”

The measure on cutting emissions by 3% was struck on 
January 4, when the governor’s office instructed a senior of-
ficial at the state’s records center not to publish it in the next 
state register – which would have been issued January 14, the 
report said.

Under New Mexico state regulations, a rule becomes final 
on publication, so the measure to cut emissions by 3% - ad-
opted by the state’s Environmental Improvement Board (EIB) 
last month – now appears to have no force, the Times said.

Before scuttling the rule, the governor’s office sent e-
mails to members of the Environmental Improvement Board 
informing them that they had been dismissed.

“Unfortunately, the majority of EIB members have made 
it clear that they are more interested in advancing political ide-
ology than implementing common-sense policies that balance 
economic growth with responsible stewardship,” Martinez 
said in that press release announcing the dismissals that was 
included in the Times report.

mailto: ksotolongo@hartenergy.com
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California Air Regulators Launch Hearing on LCFS Amendments
The California Air Resources Board (CARB) announced 
January 6 that it will conduct a public hearing February 24 
to consider amendments to the “carbon intensity look-up 
tables” for its Low Carbon Fuel Standard (LCFS) regulation. 

The hearings are prompted by a CARB “advisory” on 
draft “carbon intensity” values, issued in December 2010. 
More information on the public hearing is available here: 
link to document.

“Under that advisory, ‘Method 2A’ and ‘2B’ applicants 
will be allowed to use the draft carbon intensity values for 
which they are seeking approval as soon as [CARB] staff has 
evaluated those values, found them to be correct and prop-
erly documented, and posted them to the LCFS Web site,” 
according to the CARB.

“Further, the advisory allows the use of draft carbon in-
tensity values for a maximum of six months following the 
effective date of the formal regulatory action. That is, even 
if a posted draft value is modified or ultimately disapproved 

during the rulemaking, the applicant would be allowed to use 
the original draft value for up to six months from the effec-
tive date of either the draft value’s disapproval or the final 
modified value’s adoption.

“Soon after draft carbon intensity values are approved by 
staff and posted to the LCFS Web site, staff prepares a Staff 
Report which provides detailed background information on 
those values. The public release of that Report initiates a 45-
day comment period which culminates in a hearing before 
either the Board or the Executive officer (in the case of the 
carbon intensities covered by this Staff Report, the comment 
period will culminate with an Executive Officer hearing). 

“Based on the public comments received, the proposed 
values will either be approved as submitted, revised and 
approved, or disapproved. Following Executive Officer 
approval and subsequent approval by the Office of Admin-
istrative Law, the pathways proposed in this staff report will 
be added to the LCFS Lookup Table.”

Canada Promises to Follow U.S. on GHG Rules: Refinery, Oil-Sands Impacts
Canada’s new Environment Minister Peter Kent announced 
January 5 that his country plans to follow U.S. President 
Barack Obama’s proposed rules for limiting greenhouse gas 
(GHG) emissions from oil refineries and power plants.

In an interview with the Globe & Mail (Canada), Kent 
explained that Canada “is watching carefully as the Obama 
administration rolls out new emission rules for power plants 
and refineries,” according to the report.

“Kent said Canada will draw up its own emission stan-
dards for petroleum refineries – including oil-sands facilities 
– but added there’s no schedule yet,” according to the report. 

“Our focus for the next several years is going to continue 
to be on maintaining the economic recovery and we will do 
nothing in the short term which would unnecessarily com-
promise or threaten to compromise that recovery,” Kent was 
quoted as saying.

Citing the growing economic importance to Canada and 
the U.S. of oil-sands development, Kent added that “it is not 
our intention to discourage development of one of our great 
natural resources. We know it can be developed responsibly.” 

“An environmental activist-led campaign against Can-
ada’s oil sands has somewhat blackened this country’s rep-
utation in the United States,” according to the report. But 
“Kent said he believes Canada needs to reassure the U.S. 
government and [U.S. consumers] that oil-sands oil is not 
the global-warming menace and environmental scourge that 
critics claim.”

“It is a regulated product in an energy superpower de-
mocracy,” Kent told the Globe & Mail. “The profits from 
this oil are not used in undemocratic or unethical ways. The 
proceeds are used to better society in the great Canadian de-
mocracy. The wealth generated is shared with Canadians, 
with investors.” 

Following that interview, Kent later told CBC’s (Cana-
dian Broadcasting Corp.’s) Power & Politics TV news show 
that the Obama administration needs to be reminded that, 
unlike the energy it buys from other foreign suppliers, oil-
sands petroleum “is the product of a natural resource whose 
revenues don’t go to fund terrorism.” 

What’s more, “oil-sands production accounts, I think, 
for 5% of Canada’s total greenhouse-gas emissions. It’s less 
than one-tenth of 1% of global greenhouse-gas emissions 
and barely 1% of the equivalent greenhouse-gas emissions 
by [U.S.] coal-fired power generators,” he said. “When you 
look at relevant measurements, it is not nearly the product 
that has been demonized.” 

Going forward, Kent’s “biggest task will be stick-han-
dling the [Canada Prime Minister Stephen] Harper govern-
ment’s efforts to demonstrate it’s taking concrete action to 
fight climate change amid criticism from environmental ac-
tivists who charge that the Tories [Conservative Party] have 
set far too modest goals,” according to the report. 

“Citing the tentative economic recovery, Kent said the 
Harper government will not impose any greenhouse-gas re-

http://www.arb.ca.gov/regact/2011/lcfs11/lcfs11.htm
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ductions on the oil patch that would discourage investment 
across the sector,” according to the report 

The Harper government has announced a goal to cut 
national greenhouse-gas emission levels 17% below 2005 
levels by 2020. “The first specific emission-reduction regu-
lations that Ottawa will announce will apply only to coal-
fired power generators – a major source of greenhouse gases. 
These will take effect in 2015,” according to the report. 

“The Harper government is later planning to unveil 
emission-reduction rules for other so-called large emitters – 
including refiners – with a goal of achieving the same broad 
cuts as the United States. These, Kent said, will be drawn up 
‘with a sensitivity to maintaining a competitive situation.’ 

“The coal-fired power plant regulations being planned 
by the Tories are not expected to have a big impact. They 
will apply only to new plants built after 2015 and old ones 
being refurbished. Emissions from coal plants have already 
been dropping largely because of the Ontario government’s 
decision to phase out coal-powered electricity by 2014. 

“At the same time, greenhouse-gas emissions from oil 
and gas are rising rapidly. The minister added that he plans 
to follow up a Conservative pledge to regulate pollutants by 
unveiling a proposal – ‘I hope some time this year’ – for na-
tional air-quality standards based on a provincial agreement 
reached in 2010 by his predecessor. This would include rules 
for public reporting, modeling and monitoring air quality.”

MARGINS & ECONOMICS

NYMEX Heating Oil Futures/Options Contract Volume Soars
Trading volume for NYMEX heating oil (gasoil) futures and 
options for the entire 2010 year jumped by a whopping 25%, 
according to newly released figures.

In an interview with Diesel Fuel News, Chris Grams, 
CME/NYMEX corporate communications associate direc-
tor, told us that 2010 total volume for NYMEX heating oil 
futures and options jumped to just over 29 million contracts 
– with an average daily volume of 115,005 contracts in 2010.

Meanwhile, NYMEX natural gas futures and options 
contracts rose more modestly in 2010, with an average daily 
volume up 2% versus 2009. Total contract volume reached 
123.67 million contracts.

Asked about continuing market rumors that NYMEX 
eventually would migrate its existing heating oil contract 
to the existing New York ultra-low sulfur diesel (ULSD) 

contract because of U.S. state legislative moves requiring 
heating-oil desulfurization in coming years: “all I can say is 
that I’m afraid we can’t comment on rumors or speculation 
in the marketplace,” Grams told us.

CME enjoyed big volume growth across its entire trading 
portfolio in 2010, with the total energy contracts (including 
CME ClearPort) average daily volume up 11%, according 
to CME.

“Highlights for the year [2010] included average daily 
volume growth above 40% for foreign exchange (FX) and 
metals products, as well as double-digit growth in interest 
rates, energy and agricultural commodities. Year-end open 
interest for 2010 increased 9% compared with year-end 
2009,” according to CME. – Jack Peckham 

U.S. Crude Futures Settle 3.7% Lower on Week
NYMEX light sweet crude for February de-
livery closed at US$88.03 per barrel (/bbl), 
down 35¢ on January 7, with negative eco-
nomic data and follow-through selling ahead 
of the weekend.

West Texas Intermediate (WTI) for Feb-
ruary delivery posted a 0.4.1% loss after a 
U.S. payroll report showed employers added 
fewer jobs in December than expected, push-
ing stocks and most commodities lower.

The U.S. benchmark crude traded as low 
as $87.25/bbl, down $1.13, before rebound-
ing ahead of the closing bell.

mailto:jpeckham@hartenergy.com
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February ICE Brent surpassed its American counterpart, 
plunging $1.19 to settle at $93.33/bbl. 

Prompt-month ULSD slipped 2¢ to $2.52 per gallon  
(/gal), and RBOB for February delivery ended at $2.42/gal, 
down 3¢.

January CBOT ethanol shed a penny, to finish at $2.24/gal.
The Organization of the Petroleum Exporting Countries 

pegged the value of its reference daily basket of 12 crudes at 
$91.27/bbl, unchanged from the previous session. 

– Kristie Sotolongo

Gulf Coast 3-2-1 Crack Spreads for Weeks Ending December 24 and December 31

The 3-2-1 crack spread for the Gulf Coast was up 3% from 
US$11.50 per barrel (/bbl) to $11.85/bbl for the week ending 
December 24. The New York 3-2-1 crack spread jumped 7% 
from $12.42/bbl to $13.26/bbl for the same period. 

The eight-week average starting November 5 for the  
U.S. Gulf Coast 3-2-1 crack spread is $9.69/bbl, while the 
four-week average is $11.05/bbl. 

The eight-week average for the same period for the New 
York 3-2-1 crack spread is $12.39/bbl, and the four-week 
average for the same period is $12.65/bbl.

For the week ending December 31, the 3-2-1 crack 
spread for the Gulf Coast rose 8% from $11.85/bbl to $12.77/
bbl. The New York 3-2-1 crack spread advanced 12% from 
$13.26/bbl to $14.88/bbl for the same period. 

The eight-week average starting November 12 for the 
U. S. Gulf Coast 3-2-1 crack spread is $10.35/bbl, while the 
four-week average is $11.63/bbl. 

The eight-week average for the same period for the New 
York 3-2-1 crack spread is $13.18/bbl, and the four-week 
average for the same period is $13.08/bbl.

Editor’s Note: Due to the holiday publishing schedule, we did not publish the 
3-2-1 Gulf Coast and New York crack spread for the week ending December 
24. We have included it with this week’s report.

U.S. Leads BP Refining Margin Indicators with Strong 2010 Momentum
BP Plc’s refinery margin index data suggests that refining 
margins continued their unseasonably strong performance 
throughout the fourth quarter of 2010. The BP Global In-
dicator Margin (GIM) – and six accompanying, underlying 
regional margins – closed out the year on December 31 at 
levels that were several multiples higher than their historical 
actual values for the quarter.

Hart Energy’s Refinery Tracker crunched the numbers 
and found the U.S. margins led the world to a full-year indi-
cator of US$4.44 per barrel (/bbl).

On a full-year basis, RT data shows that all of BP’s re-
fining area indices had strongly positive results. While 2009 
finished with a whimper, 2010 ended with a roar.

Margins in the last quarter of 2009, if they were positive 
at all, were well below $2.00/bbl. The U.S. and the Euro-
pean average indices were at least positive, but the Singapore 
showed a loss in the quarter. Not so one year later. 

The RT analysis shows that 2010 U.S. refining indices led 
the pack to enable the GIM to come in at $4.44/bbl for the year. 

At the top of the pack was the U.S. West Coast 2010 
index – at $6.15/bbl – followed by the U.S. Midwest at 
$5.18/bbl, and the $4.96/bbl, full-year U.S. Gulf Coast index.

Those leading refining indices in the U.S. were followed 
by a $3.55/bbl average margin for Europe and a positive 
$1.62/bbl margin index for all of 2010 in Singapore.

Brent crude prices reported by BP show a continu-
ous trend upward – rising more than 20% from just north 
of $75.00/bbl to daily values well above $90.00/bbl in the 
fourth quarter. For the average full three-month period, Brent 
climbed to $86.46/bbl, according to the BP data. That’s 
higher than any quarter in the year so far, and compares with 
the most recent third-quarter price of $76.86/bbl. 

Yet, BP’s GIM closed fourth-quarter 2010 at $4.64/
bbl – more than triple the $1.49/bbl GIM value for 
fourth-quarter 2009. 

As noted the December 16, 2010, issue of RT – and 
which has been the case for weeks – the global indicator of 
refining industry profitability quarter to-date is up sequen-
tially from $4.53/bbl in the third quarter of 2010.

Regional GIMs declined slightly this week since the 
prior week’s BP data report for the quarter through Decem-
ber 16. However, with upward momentum carrying the quar-
ter which is nearly all in, we see substantial year-over-year 
and sequential quarter-to-quarter gains across all areas. 

mailto: ksotolongo@hartenergy.com
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An average of BP’s Northwest Europe and Mediterra-
nean refining margin indices rose a stellar 50% in the fourth 
quarter versus the preceding quarter. That’s 2.3 times the 
value of the year-ago quarter. 

The strength in Europe and the Mediterranean could be at-
tributed to both a heavy winter draw of heating oil and ongoing 
efforts to refill and normalize the drained refining and fuels dis-
tribution networks in France after the strike-related disruptions 
that roiled the oil industry in the fourth quarter. And likely cold 
weather may ramp up demand for residual fuel oil, while Asian 
diesel and naphtha demands pull product there. 

At $5.03/bbl, the U.S. Gulf Coast refining indicator for 
the fourth quarter exceeded the third-quarter actual value by 
6.6% – likely on strength related to refined product exports. 
The other two of the three U.S regional indices tracked by 
BP show a typical, cyclical decrease in refining margins 
from the third quarter into the fourth. 

But in each case, the U.S. indices for the fourth quarter 
of 2010 were between 2.9 times and 4 times greater than the 
index values from the fourth quarter of 2009.

In Asia, BP’s indices revealed that refiners will likely 
benefit from a solidly positive margin in the fourth quarter 
of 2010. In the fourth quarter, the Singapore indicator came 
in at $2.32/bbl versus the underwhelming -$1.47/bbl mar-
gin-loss indicated by the fourth quarter index in 2009. The 
strength in Singapore could, in part, be attributed to excep-
tional demand from China – that stemmed from government 
restrictions that led to massive, unplanned fuel switching 
from coal-fired utility power to self-generated, diesel-fired 
back-up generator power. Increases in both diesel and naph-
tha prices can be attributed to this fuel switch, as previously 
reported in RT and in related articles of this issue.

According to BP, the GIM is based upon a generic re-
finery configuration, simplified product yields and a single 
crude oil benchmark – or oil marker – deemed appropri-
ate for each region. The benchmarks are: West Texas Sour 
(USGC); West Texas Intermediate (US Midwest); Alaskan 
North Slope (US West Coast); Brent (NWE); EsSider (Medi-
terranean); and Dubai (Singapore). 

– Greg Haas

Gulf Coast Aromatic Prices 
Remain Mostly Mixed for 
Week Ending January 7
For the week ending January 7, U.S. 
Gulf Coast aromatic spot prices and 
other markets were mostly mixed.

Benzene lost 20¢, closing at 
US$3.64 per gallon (/gal); toluene 
fell 15¢, closing at $2.75/gal; xylene 
gained 1¢, closing at $3.12/gal; and 
the price of methanol also was up 1¢, 
closing at $1.06/gal. 

In other markets, MTBE remained 
flat at $2.64/gal; n-butane held steady 
at 1.69¢/gal; isobutane rose 2¢, clos-
ing at $1.74/gal; and the price of etha-
nol fell 3¢, settling at $2.03/gal.

According to the U.S. Energy 
Information Administration, the U.S. 
average retail price for a gallon of 
gasoline increased for the fifth straight 
week, advancing almost 2¢ versus last 
week to $3.07/gal, 41¢/gal higher 
than last year at this time. Prices on 
the Gulf Coast jumped 2.5¢, the larg-
est increase in the country, followed 
by the Rocky Mountain region, where 
prices were more than 2¢ higher.

Weekly Octane Price Report
Incremental Octane ($/gal) (U.S. Gulf Coast Prices, Spot, Barge)

Octane* 1/6/2011 12/30/2010 Change 1/7/2010 Change

MTBE 110 $2.64 $2.64 0.00 $2.42 0.22

n-Butane 91 $1.69 $1.69 0.00 $1.48 0.21

Isobutane 121 $1.74 $1.72 0.02 $1.79 -0.05

Ethanol 113 $2.03 $2.06 -0.03 $1.60 0.43

(Minus 45c/galincentive)

Benzene** 101 $3.64 $3.84 -0.20 $3.88 -0.24

Toluene** 103 $2.75 $2.90 -0.15 $2.95 -0.20

Xylene** 106 $3.12 $3.11 0.01 $3.20 -0.08

Methanol 115 $1.06 $1.05 0.01 $0.96 0.10

(Methanol must be blended with cosolvent alcohol to be used as gasoline additive.)

Spot Gasoline ($/gal)

Conventional Unleaded 1/6/2011 12/30/2010 Change 1/7/2010 Change

New York $2.47 $2.49 -0.01 $2.19 0.29

Houston $2.39 $2.41 -0.02 $2.21 0.18

Los Angeles $2.48 $2.51 -0.03 $2.40 0.08

RBOB Unleaded 1/6/2011 12/30/2010 Change 1/7/2010 Change

New York $2.47 $2.47 0.00 $2.38 0.09

Houston $2.39 $2.42 -0.03 $2.42 -0.03

Los Angeles $2.47 $2.50 -0.03 $2.54 -0.07

Crude Oil 1/6/2011 12/30/2010 Change 1/7/2010 Change

Brent $94.52 $93.04 1.48 $81.51 13.01

OPEC Spot $91.27 $90.22 1.05 $79.64 11.63

NYMEX Futures Feb $88.38 $89.84 -1.46 $82.75 5.63

March $89.75 $90.69 -0.94 $83.30 6.45

April $90.90 $91.37 -0.47 $83.87 7.03

* Octane blending values will vary with gasoline blendstock. Prices from U.S. Energy Information Administration
**Prices from ICE Data EOD: NGL & Petrochemicals, Bloomberg

mailto: ghaas@hartenergy.com
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Flint Hills Buys Two More Iowa Ethanol Plants
U.S. oil refiner Flint Hills Resources announced January 6 
that it plans to buy two ethanol plants in Iowa Falls and Fair-
bank, Iowa, from Hawkeye Renewables.

“The acquisition enhances our existing renewables busi-
ness and contributes to our market leadership in producing 
transportation fuels,” said Brad Razook, president of Flint 
Hills Resources.

The deal is expected to close early in the first quarter of 
2011. The purchase price wasn’t disclosed.

Originally constructed as a 50 million-gallon-per-year 
ethanol plant in November 2004, the Iowa Falls plant dou-
bled its capacity to 100 million gallons per year in March 
2006. The Fairbank plant was built in 2006 and is capable 
of producing 115 million gallons of ethanol annually. Both 
plants were designed by ICM and built by Fagen, Inc.,  
according to Flint Hills

Flint Hills Resources’ Iowa operations include a fuel ter-
minal and asphalt plants in Algona, Davenport and Dubuque. 
The company also distributes refined fuels throughout the state.

In the fall of 2010, Flint Hills Resources acquired etha-
nol plants in Menlo and Shell Rock, Iowa. The company’s 
renewables business also includes an interest in a biodiesel 
feedstock development company in California.

Flint Hills Resources owns and operates refineries and 
chemical plants in Minnesota, Alaska, Illinois, Michigan and 
Texas, as well as two ethanol plants in Iowa. The company 
also owns a system of refined products and asphalt termi-
nals that serve Texas and the U.S. Midwest. Products include 
gasoline, diesel, jet fuel, ethanol, olefins, polymers and inter-
mediate chemicals, base oils and asphalt.

Fulcrum Inks Second, MSW Feedstock Supply Agreement for Sierra Biofuels Plant
Nevada-based cellulosic ethanol producer Fulcrum BioEn-
ergy, Inc. announced January 6 that it has entered into a 15-
year feedstock supply agreement with Waste Management of 
Nevada for the delivery of post-sorted, municipal solid waste 
(MSW) to Fulcrum’s Sierra biofuels plant.

The agreement will provide feedstock for the plant’s 
daily requirements and afford Fulcrum the flexibility to in-
crease and expand capacity at the site, according to a com-
pany press release.

“We are honored to be working together with Waste 
Management,” E. James Macias, Fulcrum president and 
CEO, said in the release. “This feedstock agreement will be 
a key component in the success of our Sierra biofuels project 
and will set the stage for the future expansion of the plant. 
Household garbage that would otherwise be land-filled will 
now be converted into clean, renewable transportation fuel 
to be used locally – it’s a great story.”

Located in Storey County outside Reno, Fulcrum’s Si-
erra biofuels plant is the company’s first commercial-scale 

production facility for converting waste into low-carbon 
ethanol, renewable electricity and other high value chemical 
products.

Fulcrum said construction on the plant could “immedi-
ately create more than 500 green jobs.”

When the Sierra plant begins commercial operations 
in late-2012, the facility is expected to process household 
garbage into 10.5 million gallons of ethanol annually, the 
company said.

The plant will also produce renewable electricity that 
can be used by the facility, and it will produce propanol – a 
high-value product used as an industrial solvent and chemi-
cal intermediate.

“By increasing the diversion of local waste, we are dem-
onstrating a continued commitment to the environment and 
to the Northern Nevada community we serve,” Waste Man-
agement’s Greg Martinelli said in the release.

ENOC Touts ‘Green’ Fuel Station, ‘Very Low Sulfur Diesel’
The Emirates National Oil Co. (ENOC) announced January 
4 the debut of what it terms its first “green service station” in 
Dubai, including the introduction of what the energy group 
calls “very low sulfur diesel” for motorists.

The diesel fuel is said by the company to contain “10 
times less sulfur than the standard” diesel fuel at retail, but 
isn’t described further.
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Utah to Open First Natural-Gas Fueling Station
Construction on Utah’s first liquefied natural gas (LNG) sta-
tion is nearing completion as the first bulk LNG storage tank 
was placed on its permanent foundation this week.

The new natural-gas fueling station is an initiative of 
CH4 Energy Corp., and is expected to be fully operational 
within five or six weeks. The company said it will provide 
a critical fueling infrastructure link for Class 7 and Class 8 
heavy-duty trucks.

With separate ingress and egress lanes for both light-
duty and heavy-duty vehicles, the station will dispense com-
pressed natural gas (CNG) and LNG faster than any public 
natural-gas fueling station in North America, CH4 Energy 
said in a January 5 press release.

“It will be a great asset to the state of Utah, which is 
leading North America in the deployment of vehicles using 

clean, domestically produced natural gas,” Merritt Norton, 
CH4 Energy CEO, said in the release. “Utah is the only state 
in the country where a significant proportion of average citi-
zens drive natural-gas vehicles.”

Developed with funding support from the American Re-
covery and Reinvestment Act Grant – administered by the 
Utah Clean Cities Coalition – the fueling station is located at 
the Flying J/Pilot travel plaza in Salt Lake City.

CH4 Energy said the station will be open 24 hours a 
day, 7 days a week and offer Class-8 truck parking access, a 
restaurant and convenience store; Internet Wi-Fi access and 
a driver’s lounge.

However, oil traders in the area have pointed out that 
ENOC has been trading in Euro-4 (50 parts per million sulfur) 
diesel fuel in the regional spot market recently, which could 
indicate that this ENOC station is selling Euro-4 ULSD.

The ENOC “green” service station also features gaso-
line vapor recovery nozzles (a long-time standard in North 
America), solar-powered lighting and waste recycling.

Zaid Al Qufaidi, chief executive officer of ENOC’s re-
tail business stream, said that the “green” fuel station would 
be “the first of many eco-friendly stations that the company 
aims to build in the future.”

“Other key environmentally-friendly products include 
‘Hiclone’ fuel-saving devices,” according to ENOC. “When 
installed on the vehicle, Hiclone improves fuel economy and 
engine efficiency while helping decrease air and noise pollu-
tion.” The device isn’t further described, however.

As noted in a separate Bloomberg report last week, 
ENOC recently boosted throughput capacity at its Jebel Ali 
refinery to 120,000 barrels a day. That refinery specializes in 
condensate processing, according to the report.

GM, Argonne Sign Licensing Deal for Advanced Li-Ion Batteries
General Motors Corp.(GM) and the U.S. Department of En-
ergy’s (DOE’s) Argonne National Laboratory have agreed to 
use Argonne’s patented composite cathode material to make 
advanced lithium-ion (Li-ion) batteries that last longer be-
tween charges and can charge at higher voltages.

“The creation of this battery technology represents an 
important return on the American investment in innovative 
vehicle and battery research,” Energy Secretary Steven Chu 
said in January 6 GM press release “This agreement gives 
General Motors the ability to use cutting-edge battery tech-
nology throughout its supply chain. The licensing of this 
technology will also spur the renewal of the American bat-
tery industry, creating hundreds of new jobs where they are 
needed most.”

According to Micky Bly, GM executive director, electric 
systems, hybrids, electric vehicles (EVs) and batteries, the 

agreement with Argonne also builds on GM’s commitment to 
lead the development of vehicle-electrification technologies.

“Engineers and researchers at General Motors are work-
ing on next-generation battery systems that will reduce cost 
while providing improved performance, expanding the prac-
ticality and affordability of electric vehicles in the future,” 
Bly said in the release.

Jeff Chamberlain, who heads Argonne’s Energy Storage 
Initiative, said: “The goal of Argonne’s battery research is 
to support the U.S. automobile industry. The transfer of this 
technology is a powerful example of how basic research and 
technology development performed at a DOE national labo-
ratory can produce technology that is useful to U.S. citizens. 

“The added benefits of this endeavor are the potential 
creation of U.S.-based green jobs, lessening U.S. dependence 
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on foreign sources of oil and a reduction in greenhouse gas 
emissions,” Chamberlain added.

The cathode material licensed to GM is part of a large, 
diverse suite of Li-ion battery inventions and patents devel-
oped at Argonne with DOE funding. The agency also pro-
vided funding for early science research that helped develop 
this technology. 

Compared with currently available materials, Argonne’s 
composite cathode material has a unique combination of 
lithium- and manganese-rich mixed-metal oxides in a stable 
materials-design approach, GM said. 

“The fact that GM is including Argonne’s novel com-
posite cathode material in their commercialization process 

is a testament to the world-class scientists performing re-
search in this area at Argonne and the long-term vision and 
commitment by DOE,” said Eric Isaacs, Argonne director 
and president of the UChicago Argonne, LLC, a wholly 
owned laboratory management subsidiary of the University 
of Chicago. 

On January 6, Argonne also announced that has licensed 
its cathode technology to Korea’s LG Chem to incorporate 
into battery cells used in the Chevrolet Volt EV, which offers 
extended-range capability.


