
 
 

 

 
 
 
 
 
       May 21, 2015 
 
Stephanie Yonekura 
Acting US Attorney, Central District 
United States Attorney's Office 
Central District of California 
312 North Spring Street, Suite 1200 
Los Angeles, CA 90012 
Fax: (213) 894-0141 
 
Melinda Haag 
US Attorney, Northern District 
U.S. Attorney's Office 
Heritage Bank Building 
150 Almaden Blvd. Suite 900 
San Jose, CA 95113 
Fax: (408) 535-5081 
 
Laura E. Duffy 
US Attorney, Southern District 
U.S. Attorney's Office Southern District of California 
Federal Office Building 
880 Front Street, Room 6293 
San Diego, California 92101-8893 
Fax: (619) 546-0720 
 
Benjamin B. Wagner 
US Attorney, Eastern District 
United States Attorney's Office 
Robert T. Matsui United States Courthouse 
501 I Street, Suite 10-100 
Sacramento, CA 95814 
Fax: (916) 554-2900 
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Dear United States Attorneys,  
 
California gasoline prices have skyrocketed since the beginning of February 
following an unprecedented number and pattern of refinery outages. During the 
last month, California gasoline prices jumped 69 cents. Southern California gas 
cost $1.30 more per gallon this month than the nationwide average – the widest 
gap ever recorded. 
 
The unprecedented pattern of recent refinery outages has greatly enriched 
California’s oil refiners.  Oil refiners in California recorded large profits in the first 
quarter of 2015 when the refinery outages began. Their company executives 
uniformly reported to investors on recent investor calls that the “maintenance” 
problems and other “disruptions” at their refineries has been a huge boon for the 
companies at a time when crude oil prices are at historic lows. 
 
We urge you to investigate the suspicious pattern of refinery outages in California 
that has come at a very large cost to California drivers. Californians paid $2.4 
billion more for their gasoline than drivers nationally based on the gap in pump 
prices.  
 
Circumstantial evidence, presented below, shows that oil refiners may be 
manipulating the supply of gasoline through shutdowns to drive higher pump 
prices and profits. California has lower inventories of gasoline than the national 
average, about 10 days of inventories in California as opposed to 18 days 
nationally, according to our estimates.  The oil refiners keep Californians running 
on short supplies of a unique blend of fuel that cannot be easily imported so that 
when their refineries go down, gas prices go up and they can make big profits. 
 
If broken factories produced greater profits, why would factory owners keep them 
running? The same business principle seems to apply in California’s oil refineries. 
This is the only industry in America that profits more when its factories repeatedly 
break down, or are taken down for “maintenance.” Since four oil refiners control 
78% of the gasoline market, such an oligopoly can easily withhold needed products 
to drive up prices. 
 
Experts have publicly and privately stated that they have never seen so many 
refineries down for planned and unplanned maintenance at this time of the year.  
For example, Allison Mac, an analyst with GasBuddy, told The Los Angeles Times 
on May 15 that she was “shocked” to see so much refining capacity offline at once 



 3 

since most planned maintenance is typically done in January and February when 
demand is low.  
 
The refiners are notoriously secretive about the reasons for outages, but 
information collected from media reports, trade newsletters, and the Oil Price 
Information Service fill in part of the picture on why prices rose so precipitously.   
 
Since the beginning of February, California’s fourteen oil refineries have suffered 
ten serious slowdowns or shutdowns, many due to questionable causes or timing. 
The timing of these overlapping outages raises questions about their true necessity, 
and about whether some refinery capacity may have been taken off line in order to 
drive up prices and profits for oil refiners at time when some of their crude 
operations have been yielding less profits.   
 
The slowdowns and shutdowns also come at a time when the refiners’ trade 
association, the Western States Petroleum Association (WSPA), had a tacit 
agreement among its members to work together politically to undermine new 
global warming limits in California by arguing that the measures raised gasoline 
prices.  
 
An internal WSPA presentation made public in November by Bloomberg showed 
the companies intended to finance surrogate groups that would argue greater 
greenhouse gas emission limits in California under the new cap-and-trade program 
drove gasoline prices up 75 cents. With gas prices dropping precipitously in 
January, as the cap and trade program took effect, and following a historic drop in 
crude oil prices, the strategy could not be implemented. At state senate hearings in 
March, the oil marketers testified that cap and trade had no impact at the pump.  
Nonetheless oil refiners have blamed recent gas price spikes on the cap and trade 
program, raising the question of a political motive for the oil refiners to throttle 
back their refineries and drive up gas prices. 
 
The political power of the oil industry over state officials, given the industries’ 
huge political war chest and lobbying operations, requires an independent, outside 
investigation by the US attorneys’ offices. Californians deserve real answers about 
whether oil refiners have created artificial shortages and scarcity to drive up 
gasoline prices. 
 
We hope the facts below about these suspicious refinery outages will assist in 
launching a more in-depth investigation. 
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Date: 2/2/15 Company: 
Tesoro 

Refinery: 
Martinez 

Amount of 
Statewide 
capacity: 8.7% 

Type of outage: 
Unplanned 

• Claimed Reason: Tesoro said it would close its Martinez refinery in the 
face of a steelworkers’ strike for “safety” reasons.  

 
• Industry Sources: Refineries can run without a full staff once operations 

are well under way. Weeks later Tesoro’s CEO, Geoff Goff, told investors 
that the company could continue to operate its refineries indefinitely with 
reduced staffing levels despite the strike. Steelworkers complained that 
management increasingly used contract workers to run refineries. They 
would have also been available to run the Martinez facility, raising questions 
about the “safety” reason for full closure of Martinez. 
 

 
2/18/15 ExxonMobil Torrance 7.8% Unplanned 

• Claimed Reason: An “incident” on the Torrance Refinery’s premises. 
 
• Industry Sources: Major explosion and fire blew off sections of a 12-story 

electrostatic precipitator that cuts pollution. Industry sources said the 
refinery had made operating errors that led to the accident and that the 
refinery will not come back on line again until July or August. Company 
reputedly may not bring facility back on line at all, or close it down 
completely. That would further reduce the state’s refining capacity. 

 
 
4/17/15 Tesoro Martinez 8.7% Unplanned 

• Claimed Reason: Never Publicly Disclosed  
 

• Industry Sources: A fire prompted a shutdown of a gas oil hydrotreater for 
several days.  

 
 
4/21/15 Chevron Richmond 12.9% Unplanned 

• Claimed Reason: Chevron notifies local officials of the shutdown of an 
unspecified unit and said flaring was part of “normal refinery operations.”  

 
• Industry Sources: no information. 

 
 
4/21/15 Tesoro Martinez 8.7% Unplanned 

• Claimed Reason: Never disclosed. 
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• Industry Sources: Offline temporarily due to “operational glitches.” 

 
 
4/23/15 Chevron El Segundo 14.5% Planned 

• Claimed Reason: Company would not comment. 
 

• Industry Sources: Chevron reportedly had an “unplanned” problem with 
one reformer unit and moved up planned maintenance schedule. The outage 
will last until at least mid-June and could include an unknown number of 
other units. The necessity of the maintenance and how much capacity is or 
will be affected is unclear.  

 
 

5/9/15 Tesoro Martinez 8.7% Unplanned 
• Claimed Reason: Never disclosed. 

 
• Industry Sources: Two compressors out on May 9 and 10.  

 
 
5/13/15 Phillips 66 Wilmington 7.3% Planned 

• Claimed Reason: None; would not identify units. 
 

• Industry Sources: Work may focus on hydrocracker used for diesel 
production, which was scheduled to have maintenance in June. Unclear if 
related to the failure of a nearby hydrogen plant that supplies this blending 
component. No information about effect on production output.  

 
 

5/18/15 Phillips 66 San Francisco 4.1% Unplanned 
• Claimed Reason: Phillips 66 does not reveal reasons, but states operations 

continue. 
 

• Industry Sources: Flaring triggered by an unplanned breakdown. Effect on 
production output unknown. 
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5/19/15 Tesoro Martinez 8.7% Unplanned 
• Claimed Reason: Declined to identify unit involved, said only that plant 

operations continue. 
 

• Industry Sources: No information 
 
 
5/19/15 Tesoro Carson 12.6% Planned 

• Claimed Reason: Never disclosed. 
 

• Industry Sources: Due to planned maintenance on a hydrotreater. Company 
set to perform work on hydrocracker in July. No information on effect on 
production output.  

 
 
Here is how executives at the major oil refiners explained to their investors the 
economic benefits of these recent mechanical problems:   
 
•Jeff Gustavson, General Manager at Chevron: “Margins increased earnings by 
$435 million driven by unplanned industry downtime and tight product supply on 
the US West Coast.” 
 
•Greg Maxwell, CFO of Philips 66: “First quarter gasoline cracks [difference 
between costs to make gasoline versus its wholesale price] for the Western Pacific 
region were $20.21 per barrel compared with $7.46 last quarter, resulting in record 
earnings for the region.” 
 
•Greg Goff, CEO, Tesoro: “In California, crack spreads have improved related to 
the unplanned and planned refinery maintenance activities. There’s no question 
that during the first quarter with what happened to Tesoro as a result of the 
disruption at the Martinez refinery because of the labor disruption and then with 
other operating and planned maintenance things across the whole system, it was 
very supportive to the margin environment there.” 
 
•Simon Henry, CEO, Shell: “On the downstream side, refining margins around the 
world were supported by lower crude, and higher levels of industry planned and 
unplanned downtime, particularly in the United States.” 
 
When oil refiner profits are driven by planned and unplanned maintenance, and 
refiners determine the maintenance schedules, an investigation is warranted. 
 
Gasoline price spikes have haunted California for a decade and a half. 
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In 2000, after the first major gas price spikes, the California Attorney General’s 
Taskforce on Gasoline Pricing, which Jamie Court served on, diagnosed the 
problem as being driven by limited refining capacity, refiner consolidation, low 
inventories and a geographic fuel island. 
 
The problem has only grown worse since.  Even by these troubling standards of the 
last fifteen years, however, the price spikes and refinery maintenance issues of the 
last three months are beyond the pale. They defy reasonable explanation and 
suggest market manipulation.   
 
Californians have a right to know whether the $4 per gallon they are paying at the 
pump in many places is the result of oil refiners’ unreasonably taking refineries off 
line.  Your offices are the only ones in the state with the political independence to 
truly answer the question. 
 
Thanks for your consideration. 
 
 
Sincerely, 
 

 
 

Jamie Court   Liza Tucker   Cody Rosenfield 
President   Advocate   Researcher 
 
 
 
 
 
 
 
 
 
 
  
 


