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The just-issued World Oil & Gas Review 2011 survey and 
report from Italy-based oil major Eni shows that Europe and 
Africa middle distillate deficits at end-2010 were even worse 
than what Eni found in its previous global survey in 2005.

According to the report http://www.eni.com/world-oil-
gas-review/allegati/wogr-2011.pdf, Europe’s middle distillate 
deficit by end-2011 had grown to 57.47 million tons, up from 
a 36.58 million tons deficit at end-2005.

Africa’s middle distillate deficit doubled over the same 
period, to 26.52 million tons at end-2010, compared to 11.74 
million tons at end-2005, the survey shows (see chart).

Over the same period, the middle distillate surplus in 
Russia/Central Asia had grown to 45.62 million tons at end-
2010, compared to 37.55 million tons at end-2005.

While the Middle East is still showing a middle distillate 
surplus at end-2010, that surplus has shrunk markedly since 
2005, falling to 26.16 million tons, the survey shows.

Over the same period, North America has switched from a 
distillate deficit (17.38 million tons) in 2005 to a 12.47 mil-
lion tons surplus at end-2010, which helps explain the surge 
in ultra low sulfur diesel (ULSD) exports from U.S. refiners 
– now moving closer to 1 million barrels/day, according to 
latest U.S. Energy Information Administration statistics.

Globally, world middle distillates were in surplus at end-
2010, but this supply/demand balance fell by more than 
10 million tons compared to the surplus at end-2005, the 
survey shows.

Meanwhile, the global gasoline supply/demand balance 
has remained almost flat, at a deficit of 0.64 million tons at 
end-2010, versus a deficit of 0.73 million tons at end-2005, 
the survey shows. Europe’s gasoline surplus at end-2010 was 
almost double that of the gasoline deficit in North America, 
while Europe’s gasoline surplus could cover the entire gaso-
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The U.S. National Association of Clean Air Agencies 
(NACCA) – the trade association of state air pollution regu-
lators – on October 31 released a report finding that U.S. 
Environmental Protection Agency (EPA) ought to adopt a 10 
parts per million (ppm) sulfur limit on gasoline in upcoming 
“Tier 3” vehicle fuels and emissions rules.

EPA is expected to release the proposed Tier 3 rules by 
year-end 2011. 

Oil trade associations claim that a “Tier 3” 10-ppm limit on 
gasoline potentially could shut-down some U.S. refineries and 
cause U.S. gasoline prices to rise by as much as $0.25/gallon.

If that happens, then the current gasoline price discount 
to U.S. diesel fuel could narrow or even disappear, hence 
favoring the introduction of more “low-carbon,” clean-diesel 
vehicles to the U.S. market and favoring the world’s more 
diesel-oriented refiners.

However, state air regulators and greens contend that 
Tier-3 gasoline desulfurization costs will be almost trivial.

Citing a new MathPro study, NACAA claims that slash-
ing U.S. gasoline sulfur limits (currently 30-ppm average, 
80-ppm maximum) would add less than US$0.01 per gallon 
(/gal) to gasoline production costs, while boosting the effi-
ciency of existing gasoline-vehicle engine exhaust catalysts 
and enabling cleaner Tier-3 engines.

“I don’t know of any other air pollution control strategy 
out there that can provide emissions reductions as signifi-
cant and immediate as this,” NACAA executive director Bill 
Becker stated.

By 2030, the Tier 3 fuels/vehicle emissions program 
recommended by NACAA “would cut emissions of nitro-
gen oxides, volatile organic compounds and carbon diox-
ide by about 29%, 38% and 26%, respectively,” according 
to the group.

line deficit of all the Americas with 3 million tons to spare, 
the survey shows.

Other survey highlights:
1.  Global oil demand rose 3.4% in 2010 versus 2009, 

while world oil production rose 2.3%.
2.  Global refinery average utilization rates fell to 80% at 

end-2010, down from 85% at end-2005. 
“The opening of new [refining] capacity in a weak eco-

nomic context has meant a relative decrease in utilization 
rates for refineries,” according to Eni. 

“In the 2005 to 2010 period, average global refinery utili-
zation rates decreased from 85% to 80%, in particular in the 
[older] industrialized countries, while in India, for example, 
the new mega-refineries work at almost full capacity,” ac-
cording to Eni’s study.

3.  In 2010, “medium sour crude [became] the main source 
of world oil production, followed by light and low-sul-
fur crude,” according to the study. – Jack Peckham

Refining Industry Product Balances / Source: Eni-Parpinelli Tecnon
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MathPro Study
The NACAA report on gasoline desulfurization cited a re-
cent study by refinery industry consultant MathPro for Inter-
national Council on Clean Transportation (ICCT).

According to that study, MathPro finds that U.S. refin-
ers could produce 10-ppm sulfur gasoline at a cost of about 
$0.008/gallon, or less than 1¢/gal.

“In a typical U.S. conversion or coking refinery, FCC [flu-
idized catalytically cracked] naphtha is the primary source of 
sulfur in the gasoline pool,” according to the MathPro study. 
“It constitutes approximately 35% of the gasoline pool, and 
by virtue of its volume and its sulfur content accounts for 
about 95% of the sulfur content of untreated gasoline. 

“Consequently, the primary task in meeting a tighter gaso-
line sulfur standard is reducing the sulfur content of FCC 
naphtha. Meeting the current 30-ppm standard requires that 
the FCC naphtha have an average sulfur content of around 
50 ppm.

“U.S. refineries achieve this level of sulfur control by one 
of three means:

1.  FCC feed hydrotreating (pre-treating) to reduce the sul-
fur content of FCC feed to a level sufficiently low that 
the FCC naphtha produced by the FCC unit has a sul-
fur content of around 50 ppm. (This requires a suitable 
crude slate and severe FCC feed hydrotreating.)

2.  FCC naphtha hydrotreating (post-treating) to reduce the 
sulfur content of the FCC naphtha to about 50 ppm.

3.  A combination of pre-treating and post-treating.
“Producing gasoline with average sulfur content of 10 

ppm (the proposed standard) requires reducing the average 
sulfur content of FCC naphtha to around 10 ppm. 

“In general, there are three prospective routes for doing so, 
all of which are represented in the regional refining models.

“1.  Revamp an existing FCC feed hydrotreater (pre-
treater) to reduce the sulfur content of FCC feed to a 
level sufficiently low that the FCC naphtha produced 
by the FCC unit has sulfur content of around 10 ppm.

“2.  Revamp an existing FCC naphtha hydrotreater (post-
treater) to reduce the sulfur content of the FCC naph-
tha to about 10 ppm.

“3.  Install a new, grassroots FCC naphtha hydrotreater to 
reduce the sulfur content of the FCC naphtha to about 
10 ppm.

“Each of these requires additions to hydrogen supply, re-
finery energy supply, sulfur recovery facilities and off-sites 
[e.g., terminal management systems, flare systems, utilities, 
environmental treatment units].

“The refineries that now meet the Tier 2 sulfur standard 
with post-treating (with or without pretreating) would most 
likely follow the second route: revamp the existing post-
treater . . . “Many of the FCC naphtha hydrotreaters installed 
to meet the Tier 2 sulfur standard are already capable of pro-
ducing treated FCC naphtha with sulfur content < 10 ppm. 
Only those units that do not have this capability would re-
quire revamping. 

“However, to be conservative, [MathPro] assumed that all 
existing FCC naphtha hydrotreating capacity would require 
revamping to meet the 10 ppm standard.

“The refineries that now meet the Tier 2 sulfur standard 
solely with pre-treating (i.e., no post-treating) could adopt 
either the first or the third route: revamp the existing pre-
treater to further reduce the sulfur content of the FCC feed 
or install a grassroots post-treater. 

“[MathPro] assumed that refineries now meeting the Tier 
2 sulfur standard solely with pre-treating would adopt the 
third route: install a grassroots post-treater. If the refinery’s 
sole focus is on gasoline sulfur control, then installing a 
grassroots post-treater is likely to be the less costly route, in 
terms of both investment and operating cost.

“Based on the MathPro study, it appears the most reason-
able, but still conservative, assumptions would be:

“1.  All existing FCC post-treaters would require revamp-
ing to meet the 10-ppm sulfur standard;

“2.  The average capital expenditure for revamping the 
fleet of FCC post-treaters is 30% of the expenditure 
for grassroots post-treaters (even though some of the 
existing units may require no revamping); and

“3.  The target rate of return on refinery investments is 7% 
before tax.

“Using these conservative assumptions, MathPro con-
cluded that the per-gallon price of 10-ppm sulfur fuel would 
be just $0.008 – eight-tenths of a penny.”

ALA Backing
Speaking at a press event for the report’s unveiling, Paul Bill-
ings, vice president of national policy and advocacy for the 
American Lung Association, added that “we urge the U.S. 
EPA to fulfill its obligation to reduce pollution from cars as 
outlined in President [Barack] Obama’s May 2010, memo-
randum and move forward with these life-saving standards.”

However, oil trade groups including American Petroleum 
Institute and National Petrochemical & Refiners Associa-
tions have cited a recent industry study indicating that EPA-
dictated gasoline desulfurization to the proposed 10-ppm 

http://www.worldfuels.com/DFN/
http://www.theicct.org/pubs/ICCT04_Tier3_Report_Final_v4_All.pdf
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(Euro-5 gasoline) limit could cost up to $0.25/gallon, hike 
refinery carbon dioxide emissions and lead to the shut-down 
of several vulnerable U.S. refineries.

On the other hand, a growing body of automotive indus-
try research work shows (see Diesel Fuel News 10/31/2011) 
that Euro-5 (10-ppm sulfur) gasoline could enable the debut 

of higher-efficiency, lower-CO2-emitting lean gasoline di-
rect injection (lean-GDI) engines, helping automakers meet 
upcoming EPA and U.S. National Highway Traffic Safety 
Administration (NHTSA) limits on vehicle CO2 and 2025 
corporate average fuel economy (CAFÉ) standards. 

– Jack Peckham

JM, Harco Team Up on Emissions Catalysts for U.S. EPA ‘NESHAP’ Rule
Johnson Matthey (JM) announced November 2 that it will 
team up with Harco Manufacturing to develop a complete 
“hazardous air pollutant” (HAP) catalytic converter system 
for stationary diesel and gas engines facing U.S. Environ-
mental Protection Agency (EPA) reciprocating internal com-
bustion engines (RICE) National Emissions Standards for 
Hazardous Air Pollutants (NESHAP) rules.

EPA’s RICE NESHAP rules set limits on emissions of 
formaldehyde, acetaldehyde, acrolein, methanol and nearly 

200 other toxic compounds from stationary diesel and gas 
engines, using formaldehyde as the regulated emission.

JM manufactures its own catalysts, while Harco manufac-
tures catalytic converter housings and silencers. By teaming-
up, the two companies will be able to deliver a final product 
to diesel and gas engine operators, according to JM.

TECHNOLOGY

Cummins Debuts ‘World’s Most Powerful’ High-Speed Diesel Engine
Cummins on November 1 unveiled its new “QSK95” diesel 
engine offering more than 4,000 horsepower (2,983 kilowatts 
[kw]), and touted as the “world’s most powerful” high-speed 
diesel engine.

“The 95-liter, 16-cylinder ‘QSK95’ is the first engine to 
be introduced in a new high-horsepower diesel and gas plat-
form from Cummins,” according to the company. 

“The new product line will extend up to the 120-liter 
20-cylinder ‘QSK120,’ capable of over 5,000-hp (3728 kw) 
output,” according to the company.

The new engine “exceeds the power output of other large, 
1,800-rpm high-speed engines with 20-cylinders. Compared 
with much larger medium-speed engines operating below 
1,200 rpm, the QSK95 offers a far more compact and cost-
effective solution to achieve the same power output,” accord-
ing to Cummins.

“The QSK95 is ideally suited for high-hour, high-load ap-
plications in passenger and freight locomotives, many types 
of marine vessels and ultra-class mine haul trucks. Operators 
can expect higher levels of equipment uptime and a longer 
life-to-overhaul with the QSK95.

“For power generation applications, the QSK95 meets the 
need for highly dependable, fuel-efficient performance. For 
offshore oil and gas platforms, the QSK95 will be available 
as a ready-to-install drilling power module. The QSK95 will 
power the new C3000 Series gen-set from Cummins Power 

Generation, providing a class-leading 3.5-megawatt (MW) 
high-speed output.

“For all applications, the QSK95 is ready to meet the most 
stringent emissions standards, including U.S. Environmental 
Protection Agency Tier 4-final, taking effect in 2015, using 
proven selective catalytic reduction (SCR) aftertreatment de-
signed by Cummins to replace the exhaust muffler.

“Design space remains available within the aftertreatment 
system configuration for additional particulate matter (PM) 
reduction technology if required for specific applications.

“Depending on the duty-cycle, the Cummins SCR system 
is capable of achieving fuel savings of 5% to 10%, together 
with a significant reduction in carbon dioxide (CO2) emis-
sions. The SCR fuel savings are incremental to those already 
realized by the high-pressure fuel system, reducing the cost 
of operation by more than the cost of diesel exhaust fluid 
[urea] required for the SCR system.

“By using Cummins SCR aftertreatment solution, the 
QSK95 avoids the need for an exhaust gas recirculation 
(EGR) system on the engine to reduce oxides of nitro-
gen (NOx). This EGR-free approach avoids the inher-
ent complexity of applying it to high-output engines and 
means that no compromise is made to serviceability. A 
further advantage is that no additional heat rejection is 
generated by the engine, avoiding both an installation 
cost and space impact.”

http://www.worldfuels.com/DFN/
mailto:jpeckham@hartenergy.com


www.worldfuels.com/DFNHart Energy Publishing 5

November 7, 2011

The QSK95 also is “pre-engineered to add four cylinders 
and will achieve over 5,000-hp (3,728 kw) with the QSK120 
engine, moving the boundaries of high-speed diesel perfor-

mance even further ahead. The QSK120 will utilize the same 
architecture and systems as the QSK95, providing the advan-
tage of platform commonality,” according to Cummins.

Cat Completes MWM Buyout
Caterpillar announced November 1 that it has finalized 
the purchase of MWM Holding GmbH (MWM) from 3i 
and funds managed by 3i for €580 million (approximately 
US$800 million). 

“This action follows the European Commission’s recent 
clearance of the transaction,” according to Cat.

MWM supplies natural gas and alternative-fuel engines.
Gerard Vittecoq, Caterpillar group president for energy 

and power systems, commented that “more and more cus-

tomers want a gas option for their engines. By combining 
our strengths in diesel and gas power generation with the 
technology and product strength of MWM, we are well po-
sitioned to be a lead provider in gas engine solutions for 
our customers.”

MWM will become part of Caterpillar’s electric power 
division, which supplies diesel and natural gas generator sets 
and integrated power systems involved in the generation, 
control and supply of electricity.

DISTILLATE MARKETS

Hart Energy Forecast: Asia-Pacific to Dominate Diesel Demand Growth to 2030
A new Middle Distillate and Fuel Oil Outlook to 2030 study 
by Hart Energy consultants finds that Asia-Pacific distillate 
demand will grow by more than 3% per year, dominating all 
other global regions.

A free webinar discussing highlights of the study will be 
presented 8:30 a.m. CST on Thursday, November 10.

The study notes that middle distillate has been the fastest 
growing refined product category, increasing an average of 
1.6% annually over the past five years, despite a downturn 
in demand in 2009.

“Distillate demand is expected to resume strong growth 
beyond 2011, increasing 2.3% per year through 2030 – 2.7% 
per year between 2012 and 2020 and 2.1% per year between 
2020 and 2030,” according to the study.

On-road diesel, which accounts for 56% of the global mid-
dle distillate market, is projected to increase 2.4% per year 
between 2010 and 2030, according to the study (see chart).

The Asia-Pacific region is the largest middle distillate market 
with 31% market share, followed by Europe and then North 
America with market shares of 26% and 17%, respectively, 
according to the study. 

“Asia-Pacific has also experienced the greatest distillate 
growth over the past five years in terms of volume. Asia-
Pacific middle distillate demand will increase 6.6 million 
barrels per day by 2030, an annual growth of 3.1%. The vol-
ume growth in the Asia-Pacific region will be 46% of global 
growth,” according to the study.

As for the fuel oil market, “demand for marine diesel 
will increase as a result of lower sulfur requirements of the 
International Maritime Organization (IMO),” according to 
the study.

“Marine distillate will increase by about 260,000 barrels 
per day [b/d] in 2015 because of low-sulfur requirements in 
Emission Control Areas (ECAs) and another 460,000 b/d in 

Global Middle Distillate Demand Outlook by Sector (2010-2030) (thousand barrels per day)

Global 2010 2011 2012 2013 2014 2015 2020 2025 2030

On-Road Transport 14,505 14,772 15,172 15,565 15,959 16,449 18,883 21,246 23,325

Non-Road & Agricultural 3,052 3,089 3,151 3,216 3,283 3,364 3,866 4,368 4,855

Industrial & Heating Oil 6,700 6,631 6,750 6,876 7,006 7,113 7,803 8,383 8,984

Marine Diesel 956 962 985 1,006 1,029 1,449 1,599 2,229 2,395

TOTAL 25,213 25,454 26,058 26,662 27,277 28,375 32,151 36,226 39,559

Source: Hart Energy (2011)

http://www.worldfuels.com/DFN/
http://www.hartwrfs.com/Spotlight.aspx?Id=71
https://www150.livemeeting.com/lrs/8002009256/Registration.aspx?pageName=b0qt7s0bbs6bzqqp
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2025 when global sulfur emission standards are expected to 
be in place.”

Despite the growth in demand for marine distillates, in 
most cases ship operators will install stack emissions scrub-
bers rather than switch to distillates because of what’s 
expected to be a large price discount for fuel oil versus dis-
tillates, according to the study.

Under the IMO rules, ship operators can employ scrub-
bing systems that deliver at least equivalent emissions reduc-
tions to switching to marine distillates.

As for alternative sources of diesel fuel, renewable fuel, 
gas-to-liquid (GTL) coal-to-liquid (CTL) components are 
seen rising from 1.8% of global middle distillate supply in 
2010 to 5.6% of supply in 2030, according to the study.

As for desulfurization trends, “middle distillate products 
will continuously shift to lower sulfur. In developed regions, 
most on-road and non-road diesel will be ultra-low sulfur die-
sel (<50 part-per-million) by 2015. Other regions will move 
to ultra-low sulfur diesel as well, but on a later schedule,”  
according to the study.

Keystone XL Heavy Crude Unlikely to Boost U.S. Gulf Fuel Oil: Analysis
The latest Poten & Partners Fuel Oil Monthly Opinion (re-
leased November 3) finds that it’s unlikely that U.S. Gulf 
Coast refiners would take heavy oil-sands crudes from the 
proposed Keystone XL pipeline from Alberta, Canada, to 
make fuel oil.

Rather, it’s far more likely that this oil-sands crude will be 
converted into light transportation fuels including diesel and 
gasoline, according to Poten.

Keystone XL would terminate near Port Arthur, Texas – if 
the U.S. government gives approval to the scheme, strongly 
opposed by most U.S. environmental groups.

“One sentiment is that if this quality of Canadian oil does 
indeed appear on the U.S. Gulf Coast in noticeable volumes, 
then, depending on how refineries process it, the yield of 
residual fuel oil could rise,” according to the Poten report. 

“However, it is hard to imagine the U.S. Gulf Coast re-
finers importing heavy Canadian oil just to make more un-
wanted fuel oil and less of more valuable light transportation 
fuels. Hence, the introduction of Canadian crude oil is not 
expected to add appreciable volumes of fuel oil because of 
how it will be processed.”

Refiners in Petroleum Administration District for Defense 
region 3 (PADD 3, Gulf Coast) are likely to imitate the strat-
egy of PADD 2 (U.S. Midwest) refiners in oil-sands crude 
conversion, according to the analysis.

“Between 2006 and 2010, PADD 2 imports of Canadian 
crude oil increased 7.5%, from 411 million barrels to 442 
million barrels,” according to Poten. While PADD 2 refiner-
ies ran more heavy Canadian crude oil, “their residual fuel oil 
yield declined from 2007 through June 2011,” Poten found.

ICCT-Sponsored Study Finds Palm-Oil Biodiesel CO2 Impact Worse than Diesel Fuel
A study at University of Leicester (UK) sponsored by Inter-
national Council on Clean Transportation (ICCT) found that 
carbon dioxide (CO2) emissions at palm-oil plantations are 
50% higher than previously thought, undercutting the ratio-
nale for palm-based biodiesel.

“Biodiesel mandates can increase palm oil demand di-
rectly,” according to the U-Leicester summary of the study. 

The European Biodiesel Board recently reported big in-
creases in biodiesel imported from Indonesia, the university 
noted. What’s more, “palm oil is the world’s most important 
source of vegetable oil and will replace oil from rapeseed or 
soy in food if they [rapeseed and soy oil] are instead used to 
make biodiesel,” according to the summary.

The Leicester researchers “discovered that many previous 
studies [on palm oil] were based on limited data without ap-
propriate recognition of uncertainties and that these studies 

have been used to formulate current biofuel policies,” ac-
cording to the study. 

The Leicester team established that “a value of 86 tonnes 
of carbon dioxide (CO2) per hectare per year (annualized 
over 50 years) is the most robust currently available esti-
mate” for palm plantation CO2. “This compares with previ-
ous estimates of around 50 tonnes of carbon dioxide (CO2) 
per hectare per year,” according to the summary. 

Under the European Union’s Renewable Energy Direc-
tive, which assesses emissions over 20 years, the correspond-
ing emissions rate from palm-oil-based biodiesel would be 
106 tonnes of carbon dioxide (CO2) per hectare per year, 
according to the summary.

Ross Morrison, researcher at the University of Leices-
ter Department of Geography, commented: “Although the 
climate change impacts of palm oil production on tropical 

http://www.worldfuels.com/DFN/
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peatland are becoming more widely recognized, this research 
shows that estimates of emissions have been drawn from a 
very limited number of scientific studies, most of which have 
underestimated the actual scale of emissions from oil palm. 
These results show that biofuels causing any significant ex-
pansion of palm on tropical peat will actually increase emis-
sions relative to petroleum fuels. When produced in this way, 
biofuels do not represent a sustainable fuel source”.

Leicester researcher Sue Page added that “tropical peat-
lands in Southeast Asia are a globally important store of soil 
carbon – exceeding the amount stored in tropical forest veg-
etation. They are under enormous pressure from plantation 
development. Projections indicate an increase in oil palm 

plantations on peat to a total area of 2.5 million hectares by 
the year 2020 in western Indonesia alone –an area equivalent 
in size to the land area of the United Kingdom.

“The findings of this research will be used by organizations 
such as the U.S. Environmental Protection Agency, European 
Commission and California Air Resources Board to more fully 
account for greenhouse gas emissions and their uncertainties 
from biofuel produced from palm oil. This is essential in iden-
tifying the least environmentally damaging biofuel production 
pathways, and the formulation of national and international 
biofuel and transportation policies,” she added.

– Jack Peckham 

India’s Top Economic Adviser: Diesel Decontrol would Curb Inflation
The Indian government’s chief economic advisor Kaushi 
Basu announced November 4 that the government ought to 
decontrol diesel prices in order to cut government fiscal defi-
cits and (as a consequence) suppress inflationary pressures.

“I personally believe that we should decontrol diesel 
prices, which will take some pressure off the fiscal burden. 
And in the long run, it will cause inflation to go down,” Basu 
said in an interview with Express India. 

The government needs to explain to voters that “if we sub-
sidize diesel artificially, by running up a large fiscal deficit, 
that would also exert an upward pressure on prices,” he added. 

In September, India’s inflation was measured at 9.72%, 
according to the report.

India’s oil companies raised gasoline prices last week, 
as allowed by government policy, but the government still 
doesn’t allow price freedom on diesel, kerosene on LPG.

Earlier this month, “Petroleum Minister S Jaipal Reddy 
has sought a meeting of the Empowered Group of Ministers 
(EGOM) to devise ways to cut the mounting losses to oil [re-
fining and marketing] companies due to the pricing of diesel, 
domestic LPG and kerosene as oil companies. Prices of the 
cooking fuel and diesel were last revised in June,” according 
to the report. 

“Basu, who also heads a Prime Minister-appointed panel 
on inflation, said deregulating diesel prices will make India 
a more responsible country environmentally, because then 
‘we will not encourage over-consumption of diesel vis-à-vis 
other more environment-friendly energy substitutes,’” ac-
cording to the report.

Scammers Using ‘Pulsator’ to Rip-Off Diesel Stations
Several truck drivers have been detected stealing diesel fuel 
at U.S. truck stops by plugging-in a “pulsator” device at 
the retail fuel pump, which sends a false signal to the retail 
clerk’s register.

According to an October 26 report from WLOX-TV (Bi-
loxi, Miss.), two men were arrested at the LA Express Truck 
Stop in Livonia, La., this month, when a surveillance camera 
caught the truckers installing the pulsator.

The device slows-down the registration of diesel pump 
fuel sales, allowing thieves to buy hundreds of gallons of 
diesel fuel while only paying for 5% to 10% of the gallons 
actually delivered.

The report quoted John Ewing, owner of LA Express 
Truck Stop, as saying that he first spotted the scheme on a 

surveillance video. Two days later, he confronted two truck-
ers who were apparently repeating the scheme at his station. 
The two truckers were arrested within minutes, still at the 
pump, according to the report.

“This [sales] ticket shows he pumped 28.4 gallons and 
he actually pumped about 360 gallons,” Ewing was quoted 
as saying.

“The problem isn’t limited to Pointe Coupee Parish. Au-
thorities in neighboring parishes, such as West Baton Rouge 
and others are looking at some truck stops that may have 
fallen victim,” according to the report.
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Amyris to Expand Capacity for Renewable Chemicals, Diesel Feedstock
California-based Amyris announced November 1 that it has 
received final approval from the Brazilian National Devel-
opment Bank (BNDES) for an R$22-million (US$12.6-mil-
lion) project financing facility for Amyris Brasil Ltda.’s first 
industrial-scale “Biofene” (farnesene) production facility in 
Piracicaba, São Paulo.

“BNDES sees great potential in green-chemistry projects 
that add new technologies to the sugarcane sector, where 
Brazil is competitive and the world leader,” said Roberto 
Zurli Machado, Director of BNDES.

Amyris is scaling its “Biofene” production in Brazil, Eu-
rope and the United States through five production arrange-
ments, according to the company.

Earlier this year, Amyris began operations of its first pro-
duction facility at Piracicaba, São Paulo, Brazil at a facility 
owned by Biomin do Brasil Nutricão Animal Ltda., a com-
pany focusing on animal nutrition. 

Amyris also is currently building additional dedicated 
facilities in Brazil at Usina São Martinho S.A., one of the 

largest sugar and ethanol producers in Brazil, and at Paraíso 
Bioenergia S.A.

Asked for comment on the ultimate markets for farnesene 
from the various plants, Amyris senior vice president Joel 
Velasco told Hart Energy on November 3 that “farnesene 
will be later hydrogenated to make renewable diesel or some 
other chemical finishing step for other products such as 
squalane, for cosmetics, or base oils, for lubricants.”

Meanwhile, according to a separate November 3 report 
from Brazil’s official Agencia Estado news service, Amyris 
just signed a letter of intent with Brazilian sugar and ethanol 
producer Usina Alvorada to produce renewable farnesene 
from sugar cane in Brazil.

“Amyris has partnerships with six other sugar and etha-
nol firms in Brazil – São Martinho, Cosan, Paraíso, Bunge, 
Guarani and ETH – to either produce farnesene or base oils,” 
according to that report. – Jack Peckham

Slavneft Switching to Euro-4, Euro-5 Fuels
Slavneft-Yanos announced November 3 that it plans to drop 
all production of fuels below Euro-4 (50 parts per million 
[ppm] sulfur) starting January 2102.

According to a report from Prime-Tass news service quot-
ing Slavneft, “starting from January, 2012, all fuels produced 
by Slavneft-Yanos are to correspond to Euro-4 or Euro-5 
[10-ppm sulfur] standards.”

In 2012, Slavneft-Yanos is expected to produce 2.44 mil-
lion tonnes of gasoline under the Euro-4 standard, plus more 
than 4 million tonnes of diesel fuel, 2.8 million tonnes of 
which are expected to correspond to Euro-5 standards, ac-
cording to the report.

“Slavneft plans to invest over US$1.2 billion into the 
modernization of Slavneft-Yanos in 2011–2014, Slavneft 
said, adding that of the total, $310 million is expected to be 
invested in 2011, with over $910 million to be invested in 
2012–2014.”

Slavneft, in which Russian oil company Gazprom Neft 
and oil major TNK-BP each hold a 49.48% stake, invested 
more than $1.5 billion into the modernization of Slavneft-
Yanos in 2002–2010, according to the report.

United Arab Emirates to Set New Diesel Standards in Mid-2012
The United Arab Emirates (UAE) will establish a new regu-
lation by mid-2012 governing specifications for diesel fuel.

Once the local regulator, Authority for Standardization 
and Metrology (ESMA) issues the regulation, it will begin 
to monitor diesel sold in all UAE retail fuel stations, as well 
as imported diesel, according to the agency.

“Distributors will have to present a third party test report 
from a reputable or accredited testing laboratory, which 
ESMA will have to approve,” according to the agency. “ 
Once all verification criteria are complied, ESMA will issue 

a certificate of conformity, which is the distributor’s clear-
ance for its product to be allowed entry in the country.”

Mohammad Saleh Badri, ESMA’s Acting Director 
General, said: “We are working on drafting a regulation 
that will regulate and control diesel in the UAE. This 
move aims to make sure that the quality of traded diesel 
in the UAE is uniform and that it complies with the UAE 
standard specifications.”

“We have had very active coordination and meetings with 
Adnoc, Emarat, Enoc and Eppco with regard to the mecha-
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nisms in standardizing the diesel specification in the country. 
We have successfully finalized the scheme and we will issue 
the standards as well as the mechanism of implementing and 
monitoring the regulation.”

ESMA will implement the program in coordination with 
the UAE Customs offices, UAE Civil Defense departments, 
and other local authorities.

Badri added: “Monitoring the implementation of diesel 
sold in the UAE market will guarantee its high quality, lead-
ing to a reduction in environmental pollution. This regulation 
will help reduce emissions that are harmful to the environ-
ment caused by the burning of diesel, which is in line with 
the UAE’s strategy in preserving the environment.”

Petrobras Price Hikes Matched by Brazil Govt. Fuel-Tax Cuts
Petrobras announced a 10% hike in gasoline and 2% hike in 
diesel wholesale prices October 28, but the Brazilian govern-
ment matched the price hikes with identical fuel tax cuts.

“The prices of gasoline and diesel to which the adjustment 
applies do not include federal taxes (CIDE, PIS/Cofins) and 
state taxes (ICMS),” according to Petrobras.

“These price adjustments were calculated by the company 
taking into account the company’s pricing policy, which 
seeks to align the price of oil products linked to the interna-
tional market, in a medium and long-term perspective, which 
has been indicating a new benchmark for the prices.

“The company periodically prepares studies and analyses 
on the sale price of its products, on the international oil and oil 
products market and on the forecast of how prices will behave 
in the future. Decisions on whether to increase, decrease or 
maintain prices are then taken based on this analysis.

“This policy has been in effect since the beginning of 
2002 and is demonstrated at each financial disclosure, which 
show adhesion of the prices set by the company to the prices 
in the international market.”

As noted in a MarketWatch report on the fuel price and tax 
changes, the move came as “Petrobras ramps up imports of 
gasoline to meet burgeoning domestic demand. The imports, 
however, come at a price. Brazil’s domestic gasoline and 
diesel fuel prices are lower than international benchmarks for 
fuels, meaning that Petrobras takes a loss selling imported 
fuel at lower prices than what the company buys it for on the 
open market.”

In the second quarter of 2011, Petrobras recorded a loss 
of more than US$1.2 billion in its downstream operations 
because of the relatively costly fuel imports, according to 
the report.

The Brazilian government, which is Petrobras’ largest 
shareholder, “pressures the company to hold prices steady so 
as not to affect inflation,” according to the report. “Petrobras 
last adjusted local diesel and gasoline prices in June 2009, 
when prices were cut by 15% and 4.5%, respectively, amid 
the economic downturn,” according to the report. 

Distillate Watch
Key Distillate Prices ($/Gal)  

November 4, 2011
New York ULSD High Sulfur
Spot 3.110 3.070
Houston
Spot 3.080 3.040
Chicago
Spot 3.340 --
Los Angeles EPA ULSD CARB ULSD
Spot 3.350 3.38
Rotterdam 10 ppm 50 ppm
Spot 3.224 n/a
Singapore
Spot 3.065
Futures ULSD High Sulfur
NYMEX 3.030 3.080
ICE 3.093
US Retail 3.89 3.45

Pricing Sources: Dow-Jones, EIA, Hart Publications Source: EIA Oil Market Report
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Market Report: ULSD Spot Prices Up on Rising Demand, China Factor
Ultra low-sulfur diesel (ULSD) spot prices in major markets 
rose across-the-board, mostly notably in Asia and the Pacific 
Rim as China jumped into the spot market for distillate supplies.

New York spot ULSD climbed by $0.02/gallon (/gal) late 
Friday compared to the prior week, but December NYMEX 
ULSD actually retreated by $0.06, to $3.03. 

Chicago ULSD also was up sharply, by nearly $0.20 from 
the prior week, thanks to strong harvest-season demand in 
the U.S. Midwest farm belt, combined with a turnaround at 
BP’s Whiting, Indiana, refiner and problems at CVR’s Cof-
feyville, Kansas, refinery, according to a Reuters report..

Los Angeles spot ULSD jumped $0.14 week-on-week, 
to $3.35, thanks to refinery turnarounds including the Chevron  
Los Angeles plant, according to a Platts report, citing  
local traders. 

However, a separate Reuters report noted that Los Ange-
les ULSD premiums to NYMEX futures by late Friday had 
retreated from highs earlier in the week.

In Europe, Rotterdam spot ULSD slipped 
by a penny from the prior week, to $3.22, 
while ICE gasoil futures in London were 
trading at $3.09, virtually at par with the new 
ICE ULSD futures contract (January 2012 
being the first trading month for ICE ULSD). 
Colder winter weather is seen supporting the 
outlook for distillates.

In Asia, the benchmark 0.5% sulfur gas-
oil spots in Singapore were trading around 
$3.06, up $0.02 from the prior week, while 
Singapore ULSD spots were sharply higher 
at $3.15/gal.

Traders in Asia cited the entrance of 
Sinopec and PetroChina into spot distillates 
buying as the main reason for the price 
hikes, along with the impact of Shell’s con-
tinuing Singapore refinery problems. That 

plant, hit by a small fire recently, won’t be back online com-
pletely until December, according to another Reuters report.

U.S. ULSD Output Rises
On another front, the latest U.S. Energy Information Adminis-
tration (EIA) weekly distillate survey showed that U.S. refiner 
ULSD output rose, but stocks dipped slightly (see chart).

As for price trends, EIA’s latest fuel price survey showed 
that the average U.S. nationwide retail diesel fuel price last 
week increased by just over $0.02, to $3.83/gal.

Diesel retail averages were up across all U.S. regions, 
with the largest increase occurring on the West Coast, up 
almost $0.04, to $4.05. 

The U.S. Midwest diesel retail average moved up by about 
$0.03, while the U.S. East Coast and Gulf Coast regions in-
creased about $0.02, to $3.83 and $3.75, respectively. The 
U.S. Rocky Mountain diesel retail average was $3.91, up 
more than $0.02 compared to the prior week. – Jack Peckham 

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

Production (x 1,000 barrels/day) 9/23/11 9/30/11 10/07/11 10/14/11 10/21/11 10/28/11

<=15-ppm sulfur ULSD 4,078 4,034 3,919 3,876 3,927 4,038

>15 to 500-ppm sulfur 148 183 200 193 186 247

>500-ppm sulfur 333 450 294 310 290 368

Stocks (x 1,000 barrels)

<=15-ppm sulfur ULSD 106,589 107,047 101,448 98,180 94,586 94,125

>15 to 500-ppm 10,279 9,756 13,275 13,243 12,810 9,135

>500-ppm 40,810 40,131 39,281 38,317 38,068 38,629

Imports (x 1,000 barrels/day)

<=15-ppm sulfur ULSD 130 146 52 95 84 73

>15 to 500-ppm sulfur 0 0 0 0 0 0

>500 to 2,000-ppm 20 62 65 12 64 49

Exports (x 1,000 barrels/day) 881 881 881 912 912 912

Source: U.S. EIA 

PetroChina, UOP, Boeing, Air China Test Bio-Jet-Fuel
Boeing announced October 28 that it teamed-up with UOP, 
PetroChina, Boeing and Air China on a test flight of a 50% 
blend of jatropha-derived bio-jet fuel on a 747-400 aircraft.

The jatropha used for the biofuel was grown in southwest-
ern China on a plantation owned by PetroChina. The all-hy-
drocarbon bio-jet-fuel, produced via refinery hydrotreating, is 

virtually identical to petroleum jet fuel – unlike conventional 
biodiesel or ethanol biofuels, which aren’t chemically similar.

PetroChina, working with Honeywell’s UOP division, 
sourced and refined the biofuel. China National Aviation 
Fuel blended the biofuel with traditional jet fuel and also 
provided aircraft fueling support, according to Boeing.
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“China’s National Energy Administration (NEA) and 
Boeing also announced an agreement for further study of 
regional biofuel development,” according to the company. 
“The study results will help support future efforts to estab-
lish a sustainable aviation biofuels industry in China, and 
also form the foundation for an announced renewable energy 
agreement between the U.S. Trade and Development Agency 
and the NEA. 

“Air China and Boeing are already working plans for 
an international flight between the U.S. and China fueled 
by sustainable biofuel, which will highlight increasing co-
operation on renewable energy development between the 
two countries.”

TRANSPORT NEWS

MAN 3Q 2011 Profits Jump 58% Over 3Q 2010
Germany-based diesel engine, power systems and truck 
builder MAN reported November 2 that third-quarter 2011 
profits rose to €117 million (US$161 million), up 58% com-
pared to third-quarter (3Q) 2010.

The return on sales for MAN Truck & Bus after the first 
three quarters of 2011 was 6.1%, compared with 1.4% in the 
prior-year period.

Operating profit in 3Q 2011 also was up 49% year-on-
year, driven by a doubling in the commercial vehicles busi-
ness area, according to the company.

Full-year 2011 revenue is expected to grow by 10% to 
15% over the prior year, while return on sales is “set to 
slightly exceed average long-term target of 8.5%,” accord-
ing to MAN.

“Although order intake in the MAN Group was down 
slightly [in 3Q 2011] on the previous two quarters at €4.1 
billion [US$5.6 billion], it was higher than each of the four 
quarters of 2010, while the aggregate figure for the first 
three quarters of 2011 is up 18% year-on-year,” according 
to the company. 

“The order backlog at the end of September was also 
higher than for the prior-year period, at €7.5 billion [US$10.3 
billion]. Orders remain at a high level. 

“At €7.0 billion [US$9.6 billion] (+23%), incoming orders 
at MAN Truck & Bus in the period from January to Septem-
ber were particularly strong, while at MAN Latin America 
they rose 17%, to €2.8 billion [US$3.8 billion].”

MAN Diesel & Turbo also generated a 12% increase in 
orders in 3Q 2011, to €2.9 billion (US$4 billion), according 
to the company. 

“The operating profit generated by commercial vehicles 
doubled to €694 million [US$958 million], with the Euro-
pean commercial vehicles market recording a particularly 
marked improvement,” according to MAN. 

MAN Latin America contributed almost one-third of the 
MAN Group’s operating profit for the first three quarters, at 
€303 million (US$418 million), while that division’s return 
on sales also “remained strong, at 10.9%,” according to the 
company.

The MAN Diesel & Turbo division also reported an op-
erating profit of €340 million (US$469 million) in the first 
three quarters of 2011, according to the company. 

“Both MAN Diesel & Turbo and Renk achieved a highly re-
spectable return on sales of 13.0%,” according to the company. 

“All this goes to show that the ups and downs in the fi-
nancial markets, the fears of default by sovereign states, and 
increasing uncertainty have not yet really impacted MAN or 
our customers. This stability is not a foregone conclusion, 
since the transportation markets generally react early and 
clearly to economic fluctuations,” according to the company.

Wartsila Inks Deal for ‘Smokeless’ Marine Diesel Engines; Use HFO or MDO
Wärtsilä announced October 31 that it won an order for six 
new roll-on/roll-off container vessels from National Ship-
ping Company of Saudi Arabia (NCSA), featuring its new 
“smokeless” diesel engines.

“The scope of the integrated solution package for each 
of the six ships includes Wärtsilä ‘RT-Flex’ 58TD engines, 

controllable pitch propellers, and the Wärtsilä Energopac 
system,” according to the company.

Delivery of the equipment for the first NCSA vessel is 
scheduled for May 2012, and the vessels are slated for de-
livery from the shipyard in 2013 and 2014, according to 
the company.
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“The package combines the latest common rail fuel injec-
tion and valve actuation engine technology, featuring inte-
grated electronic control. Wärtsilä’s flexible engine settings 
enable lower minimum running speeds, which together with 
the aforementioned features, offer reduced fuel consumption, 
lower emissions and longer intervals between overhauls,” ac-
cording to the company.

“Fuel consumption will be further reduced by integrating 
the propeller and rudder design into a single unit with the in-
stallation of Wärtsilä’s Energopac system. The Energopac sys-
tem is designed specifically for each individual vessel, and can 
be optimized to achieve the maximum possible fuel savings 
without compromising maneuverability or comfort levels.”

“The environmental sustainability and reduced operat-
ing costs of the integrated Wärtsilä propulsion solution were 
major factors in Wärtsilä winning this order,” said Ibrahim 
Behairy, director, Merchant Sales, Wärtsilä Ship Power.

The RT-Flex engines “provide smokeless operation at all 
speeds, and the propulsion package will enable these vessels 
to comply with the requirements of the International Mari-
time Organization Tier II [emissions] regulations,” accord-
ing to the company.

Asked for more details about the new “RT-Flex” marine 
diesel engines and the fuels they can support, Behairy told 
Diesel Fuel News the following:

Diesel Fuel News: What type of marine fuel is required 
for ‘smokeless’ operation of these diesel engines? Is it ma-
rine gasoil (MGO) or marine diesel oil (MDO), as opposed 
to the conventional heavy or intermediate fuel oil (HFO/
IFO) fuels that typically are used in these large ocean ships? 

Behairy: The smokeless operation is due to ‘Flex’ tech-
nology, which is related to the ignition system (common 
rail). The fuel used is normal HFO or MDO.

Diesel Fuel News: What exactly is meant by the statement, 
‘the propulsion package will enable these vessels to comply 
with the requirements of the IMO Tier II regulations?’ Does 
this mean that the ships could comply with IMO Tier-2 but 
only if they switch to MGO/MDO fuel in place of HFO/IFO?

Behairy: The ship is Tier II and the ‘package’ means the 
propeller and EnergoPac Rudder supplied by Wartsila.

Diesel Fuel News: What are the power ratings on the en-
gines on these ships?

Behairy: MCR 12,450 kilowatts at 103.5 rpm.
Diesel Fuel News: Are these engines dual-fuel-capable 

(able to switch between HFO and MGO)? 
Behairy: Yes.

Three-Year Overhaul Cycle
According to Wärtsilä, the “RT-Flex” engines offer “opti-
mum power output and shaft speeds with an extremely high 
degree of reliability. They can be operated for as long as three 
years between overhauls, and provide economical fuel con-
sumption across the entire operating range. The engines are 
capable of extremely low and stable running speeds, which 
makes them highly applicable for container vessels that are 
often operated at ‘slow steaming’ speeds to save fuel.” 
– Jack Peckham 

Locomotive, Tugboat Diesel Engines Win U.S. EPA Retrofit Funds
The U.S. Environmental Protection Agency (EPA) an-
nounced November 2 that it awarded US$947,338 to the Mis-
souri Department of Natural Resources (MDNR) “Breathe 
Easy” Project to retrofit, repower and replace diesel engines 
on heavy duty vehicles across the state. 

“MDNR will partner with St. Louis Regional Clean Cities, 
Mid-America Regional Council in Kansas City, Ozarks Cen-
ter for Sustainable Solutions in Springfield and the Southeast 
Missouri Regional Planning Commission (SEMO RPC) to 
reduce emissions from locomotives, tugboats, loaders, dump 
trucks and refuse hauler vehicles,” according to EPA.

Among the retrofit projects funded:
1.  St. Louis Regional Clean Cities will repower one switch 

locomotive and four tugboat engines. 

2.  Mid-America Regional Council will help install auto-
matic engine startup/shutdown devices on five switch 
locomotives and repower one loader used in paving and 
asphalt.

3.  Ozarks Center for Sustainable Solutions in Springfield 
plans to replace a material handler for CMC Recycling 
and retrofit 20 dump trucks with diesel oxidation cata-
lysts and closed crankcase ventilation to reduce emis-
sions from vehicles used in paving and asphalt. 

4.  SEMO RPC will retrofit 10 refuse hauler vehicles used 
by the cities of Bonne Terre and Perryville and St. Fran-
cois County with diesel particulate filters and diesel 
oxidation catalysts.
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Amtrak B20 Test Finds No Damage on Old ‘Tier-0’ Locomotives
Amtrak announced October 31 that a 15-month test of a 
blend of 20% biodiesel (B20) and 80% petroleum diesel on 
a 20-year-old GE locomotive certified to the U.S. Environ-
mental Protection Agency “Tier-0” limits didn’t turn up any 
unusual wear, performance or reliability problems.

The passenger-rail company – heavily subsidized by the 
U.S. government – received a US$274,000 grant from the 
U.S. Federal Railroad Administration to conduct the bio-
diesel test, in partnership with the Oklahoma Department 
of Transportation, on the daily “Heartland Flyer “ train op-
erated by Amtrak with state support from both Oklahoma 
and Texas.

Now that the grant money has run out and the test program 
is finished, Amtrak has dropped biodiesel blend and instead 
returned to using pure petroleum diesel. 

Any future use of biodiesel blend would depend upon its 
cost and availability, compared to regular petroleum diesel, 
Amtrak spokesman Marc Magliari told Diesel Fuel News.

Amtrak paid an average of US$0.13 per gallon more for 
the B20 biodiesel blend – derived from beef tallow feedstock 
– than it paid for petroleum diesel, during the test. The loco-
motive burned 178,946 gallons of B20 blend during the test. 

As expected, nitrogen oxide (NOx) emissions increased 
with the B20 blend, by about 5%, according to Amtrak. 
Other emissions remained below “Tier-0” EPA limits.

The old “Tier-0” locomotives have the most lenient EPA 
emissions limits. Since then, the EPA has adopted much 
stricter emissions limits, requiring more advanced diesel-
engine and emissions-control technologies.

“The trial design included one year of testing, evaluating 
the engine and gasket wear, determining the quality of air 
emissions and regularly monitoring the quality of the bio-
diesel fuel,” said Roy Deitchman, Amtrak vice president.

“The results of the trial indicate the in-service locomo-
tive was very reliable with the B20 blend, engine wear was 
limited, air emissions were below EPA limits for this gen-
eration of passenger locomotive and the biofuel supply met 
industry standards.”

The GE “P32-8” locomotive employs a 3,200-horse-
power, 12-cylinder diesel engine built in 1991.

Amtrak hasn’t purchased a new diesel locomotive since 
the 1990s, so it’s unknown what impact a B20 blend might 
have on any new diesel locomotives that Amtrak might buy 
in the future, Magliari told us. – Jack Peckham 

Diesel-Electric Hybrid River Shuttles Debut in France
Battery maker Saft announced October 26 that it will supply 
lithium-ion (Li-ion) batteries for two Keolis hybrid diesel-
electric ferry boats operating a shuttle service across the Ga-
ronne River in Bordeaux, France.

“Keolis, France’s largest private sector transportation 
group, will launch the new hybrid ferry service in 2012 to 
help the Urban Community of Bordeaux (CUB) move to-
wards greener transportation methods that will enable the 
port city in southwest France to meet its stringent environ-
mental targets,” according to Saft. 

The new hybrid-electric river shuttle service is expected 
to carry around 200,000 passengers and their bicycles a year.

“Each hybrid ferryboat will be equipped with a 140 kilo-
watt-hour Saft Li-ion battery system that will supply power 
both for its electric propulsion motor and auxiliary loads 
such as lighting and communications,” according to Saft. 

“The battery will work in conjunction with the boat’s die-
sel engine, storing power produced by the generator as well 

as providing additional propulsion power when required. The 
batteries will be charged overnight from the local grid and 
during the diesel propulsion phase. 

“Their excellent energy storage capability will provide 
the boats with six hours of autonomous, fully-electric opera-
tion during the two busiest periods of the day – three hours 
in the morning and three hours in the evening – helping to 
both reduce fuel costs and CO2 [carbon-dioxide] and NOx 
[nitrogen-oxide] emissions.”

Saft nickel-based batteries are also providing propulsion 
power for electric shuttle ferry services in La Rochelle and 
on Paris’ Saint-Denis canal, according to the company. “The 
use of Li-ion battery technology for ship and boat propul-
sion applications is therefore a natural progression for Saft,”  
according to the company.
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