The Facts about Oil Refineries

October 6, 2005

Dear Colleague:

A fair amount of misinformation regarding the nation’s refining industry has been
circulated around the halls of Congress. In part, this may be because no authoritative and
complete record has been developed by any House Committee. As the House considers refinery
legislation this week, we thought you might appreciate some facts regarding this important
industry.

As you may know, there have been no new refineries built in the United States since
1976. According to the U.S. Department of Energy’s Energy Information Administration (EIA):

Falling demand for petroleum and deregulation of the domestic refining industry m the
1980s led to 13 years of decline in U.S. refinery capacity. That trend was reversed in
1996, and 1.4 million barrels per day of distillation capacity was added between 1996 and
2003.!

As the EIA chart below indicates, domestic refinery capacity has consistently increased
since 1996, and it is projected to continue to increase for the foreseeable future.”
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Over the past decades, the oil refining industry has consolidated under the ownership of
fewer and fewer corporations. According to the Government Accountability Office (GAQ), over
2,600 mergers have occurred in the oil industry since the 1990s.” As it consolidated, the industry
decided to close smaller refinerics, while expanding refining capacity at other existing refineries.
Overall, refining capacity has grown, but not as quickly as demand which has resulted in greater
dependence on imported refined product. In this tighter market, refinery profits have sharply
increased. In the last year alone, refinery prices have increased 255%." With these profits come
higher gasoline prices. Consumers are now paying 64% more than they were just a year ago and
more than twice as much for gasoline than when President Bush took office,”

In fact, at a recent Hill briefing the petroleum industry admitted that the primary reason
for their lack of investment in domestic refineries is simply economic. They choose to invest
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their money in ways that make them the most money. Unfortunately, with gasoline at §3 per
gallon, that reasoning doesn’t sell very well here in Congress or with our constituents at home.

Now the big oil companies are trying to find a political scapegoat, and they have chosen
to blame public health and environmental protections. They claim that burdensome public health
and environmental laws have stopped new refineries from being built or expanded. However,
here are the facts:

. The one application for a new refinery since 1976 was approved in less than one
vear. The only application for a refinery that has been submitted to the EPA in the last
29 years was for a refinery in Yuma, Arizona. According to the Arizona Department of
Environmental Quality, the project developers received a permit in 1992, but did not start
construction on the refinery and allowed the permit to lapse. After changing the site
location, they applied for a new permit in 2004, which was granted in less than a year.

. Permit applications for refinery expansions are readily approved. During the Clinton
Administration, U.S. EPA readily approved refinery permits for refinery expansions. For
example, in 1999 and 2000, EPA received 12 applications for expansion of existing
facilities. Most of the permit applications were resolved within 12 months, and about
half of them were acted upon within 5 months.” No evidence has been presented that the
current Administration’s performance on issuing permits has markedly deteriorated from
the performance of the Clinton Administration.

We hope you find this information useful as the oil companies and their allies in
Congress argue that we must weaken public health protections.

Sincerely,
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