
PETER A. DEFAZIO
4rH ùsrRrcr, OREGoN

TRANSPORTATION AND
INFRASTRUCTURE

HIGHWAYS AND TRANSIT
RANKING MEMBER

RAILROADS

NATURAL RESOURCES

NATIONAI PARKS, FORESTS,AND PUSIIC LANDS

ENERGY AND I\4INEBAL RESOUBCES

n

@onwtss ottllt @nit¿ù Stst¿ø
þnst of lß¿pr¿sent¡tíb es

May 1,'7 , 2OI2

Mr. Ronald H. Wei-ch
As s.istant Attorney General for
office of legislative Affairs
U. S. Department of Justice
950 Pennsylvania Ave,, NW, Room 1145
Washington, D.c.20530

Dear Mr, Weich:

I am writing to request that the Oil and Gas Price Fraud Working Group
iniÈiate an investigaÈion into the recent decline in California oil
refinery production following the fire at BP's Cherry Point refinery in
Washington state and risíng gas prices on the West Coast.

The average price of regular gasoline in oregon is $4.17 - up 16 cents
from last hreek. The average prices in !,tashington state and california are
$4.20 and 94.35 respectively - also double digiÈ increases. Meanwhile,
the national average price of regular gasoline dropped by 5 cents to
$3.73.

fn February a large fire broke out at the BP oil refinery in Cherry Pointr
Washington. The cherry Point refinery is the Iargest oil refinery in
Washington and the third largest on the West coast. It processes
approximately 230,000 barrels of crude oiI each day and provides 85
percent of the jet fuel used at the Sea-Tac International Airport,

The Associated Press (AP) reported on May 14/ 2012 Ll'aL a planned restart
of the cherry Point refinery failed last week due to an "undisclosed
problem, " The AP also reported that, coincidentally, five of California's
12 oil refineries also reduced production because of "scheduled
maintenänce." When questioned further about the timing of the closure and
its idle refinery in Martinez, californiaf a Tesoro spokesperson declined
to discuss the problems and told Ll\e oregonian they wou.ld simply "pass on
this interview opportunity. "

The substantial decline in refinery production over such a short period on
the Í'Iest Coast is suspicious at best and predatory at worst. The current
situation brings to mind the content of three internal memos from Mobil,
Chevron. and Texaco leaked in the late 1990s that explicitly revealed how
the oil and gas industry intentionally reduced domest.ic refinery capacity
Èo drive up profits. Part of the lexaco memo reads:

"As observed over the last few years and as projected well into the
futuxe, the most critical factor fâcing the refining industry on the l'Iest
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Coast is the surplus of fining capac.ity and the surplus gasÕIine
production capacity... this results in very poor refinery margins and very
poor refinery financial results, "

The truth is, oil companies knor,, they can make more money by making less
gasoline - even if that comes at the expense of American consumers and
small businesses,

As you likely recall, in the mid-1990s a major effort was initiated by the
American Petroleum fnstitute - the lobbying and research arm of the oit
industry - to encourage oil refiners, including refiners on the Í,fest
Coast, to close their doors. The irony .is not lost on me that the
location of one of the current idle California refineries h¡as ãIso the
locatíon of a refinery She11 Oil Company attempted to needlessly shut down
in the 1990s,

There is no epparent shortage in crude oil and demand for refined oi1
products remains depressed. In fact, êxports of gasoline from the West
Coast are rì-sing, According to the Energy Information Administration
exports of gasoline from the West Coast totaled 1.4 million barrels in
2007 and 15.5 million barrels in 2011 - å tenfold increase.

Why five California refineries wouÌd plan maintenance for the beginning of
the sr.uruner v.rhen Amer.icans drive the most, when refined oil is at the
highest demand, and when the third largest refinery on the lvest Coast is
not producing - is difficult to explain, Was maintenance planned by
California's refiners before the Cherry Po.int refinery announced its
failure to restart? Are the maintenance actlvities belnq undertaken by
the California refiners -typical this tíme of year?

The continued rise in oil prices on the West Coast - while the resl- of the
nation enjoys some price relief - is costing jobs. impacting small
businesses, and making life even more difficult for already economically
distressed famil"ies.

I encourage the [¡Iorking Group to investigate this matter and determine if
any violations of criminal or civil 1ah¡s, such as collusion to manípulate
prices, have been corunitted. As Attorney General Eric Holder stated when
the Working Group rdas launched tn 2OI7, "If illegal conduct is responsible
for increasing gas prices¡ state and federaf authorities should take swift
action." I couldn't agiree more.


