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Keystone XL refineries already exporting 60 percent of their gasoline

“Keystone XL provides access to Canada’s rich oil supplies, which will displace our need for imports from
hostile nations overseas and help free us from OPEC’s influence.” — Representative Fred Upton (R-Ml)

Proponents of the Keystone XL tar sands pipeline often cite energy security and the desirability of Canadian
over Saudi or Venezuelan crude in promoting the project. But how does the pipeline enhance American
energy security if much of the product it carries is refined and then exported?

Research has shown that the pipeline’s major purpose is not to provide oil for the U.S., but to serve as an
export pipeline fueling international markets. New data reveals that a full 60 percent of gasoline produced
in 2012 at Texas Gulf Coast refineries was exported. These are the refineries that would process the
majority of the tar sands bitumen flowing through the Keystone XL pipeline, if it were built.

The changing dynamics of the U.S. oil market strongly suggest that exports would only rise over the lifetime
of the pipeline. U.S. production is rising but consumption is declining and the industry will continue to

maximize its profits through exports.

Table: Production and Export Data for Texas Gulf Coast Refineries

Product Production Exports Percentage of
barrels per day barrels per day production exported
Finished Motor 464,000 278,200 60%
Gasoline
Diesel 1,164,000 485,800 41.7%
Petcoke 196,000 186,800 95.3%

Using government data for exports from Texas Gulf Coast ports® and for Texas Gulf Coast refinery
production?, the data shows that these refineries are now exporting 60 percent of their annual production
of ‘Finished Motor Gasoline’. In addition, 42 percent of the diesel produced by these refineries is currently
exported, which is an 11 percent increase over 2011 diesel exports from these refineries.

! U.S. Census Bureau data obtained via special request.
2 EIA (2/27/2013) Refining District Texas Gulf Coast Refinery Net Production of Crude Oil and Petroleum Products
http://www.eia.gov/dnav/pet/hist/LeafHandler.ashx?n=PET&s=MTTRX R3B 2&f=M
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Finally, over 95 percent of their production of petcoke — a dirty coal substitute that is a byproduct of
refining heavy oil® —is exported.

The new data clarifies a statement made by the State Department in the latest Keystone XL Draft
Supplementary Environmental Impact Statement (DSEIS). In the Market Analysis section, State notes the

level of exports coming from the Gulf Coast refining region (known as PADD 3): “...almost half of PADD 3
refined products go to the domestic market.”

In other words, the State Department’s own analysis acknowledges that the majority of refined products
produced on the Gulf Coast are already being exported. Those who believe that Keystone XL is necessary
for U.S. energy supply might be surprised by this fact.

Chart: U.S. Petroleum Product Exports — Mostly from the Gulf Coast
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The Gulf Coast Export Boom

Gulf Coast refineries have been at the center of the petroleum products export boom for years. The wider
PADD 3 refining region, which includes Louisiana, Mississippi, Arkansas, Alabama and New Mexico as well
as Texas, exported over 2.3 million barrels per day (bpd) in 2012 out of a U.S. total of nearly 3.2 million bpd.

* For more background on petcoke, go here: http://priceofoil.org/2013/01/17/petroleum-coke-the-coal-hiding-in-the-

tar-sands/
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(See chart). Since 2009 PADD 3, which has just over 50 percent of U.S. refining capacity, has been the
source of over 70 percent of U.S. exports, reaching 74 percent in 2012.

Refineries in Port Arthur, Houston, as well as in Lake Charles just over the border in Louisiana, will all have
excellent access to both the Keystone XL pipeline and export facilities, and are already at the core of the
PADD 3 export boom.

Map: Refineries that will have direct access to Keystone XL have excellent access to export facilities.
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KXL Refiner’s Export Growth Plans
Valero has a large refinery in the area and ambitious export plans. It claims in recent investor presentations

to be responsible for exporting up to 25 percent of U.S. exports “over the past few years”. That means it
exported about 800,000 bpd in 2012, or nearly 40 percent of its U.S. production.”

The Motiva Port Arthur Refinery — a 50/50 joint venture between Royal Dutch Shell and Saudi Aramco —
has just completed the biggest refinery expansion in U.S. history. The $10 billion, 5-year project added
325,000 bpd of refining capacity to create the country’s largest refinery at 600,000 bpd. Much of this
capacity is configured to process heavy oil.

* Based on a 90% utilization rate of Valero’s 2.3 million bpd U.S. refinery capacity.
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At the plant’s official opening in May 2012, Shell’s CEO Peter Voser told journalists that “clearly exports are
part of (the) thinking”.

An analyst at Bank of America-Merrill Lynch recently told the Investor Daily that, “The bulk of the Motiva
plant's production is — like a growing share of refinery capacity along the Gulf Coast — geared for export
(...) (w)e can export gasoline and diesel to northwest Europe cheaper than they can produce it locally”.

The Investor Daily report concluded that because of exports, the massive production expansion at Motiva
Port Arthur would not result in lower gasoline prices for American consumers.

Phillips66, the newly formed independent refining company that split from ConocoPhillips, is aiming to
almost quadruple its exports from 60,000 bpd in 2010 to 220,000 bpd in 2015 (see presentation slide
below). It has a 240,000 bpd refinery in Lake Charles, LA, with access to KXL and boasts on its website of
this refinery’s ability to export through its marine terminal.

Figure: Phillips66 Export Growth Plan’
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> Phillips66 Investor Update, April 2012.
http://www.conocophillips.com/EN/investor/presentations ccalls/Documents/2012 Apr Investor Update P66 slide
s.pdf
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A Changing World

In 2007, when the Keystone XL pipeline was first proposed, it was not yet as clear as it is today that U.S. oil
demand is in decline. Once in office however, President Obama moved aggressively on much needed
vehicle efficiency standards that have clearly put the U.S. on course to reduce oil consumption. U.S. oil
demand is now seen as having peaked in 2005, and if additional climate-friendly policies are put in place it
is expected to decline further.

Additionally, few realized then that new technology (hydraulic fracturing, or fracking) would precipitate a
rise in U.S. tight oil (and gas) production. In other words, the U.S. oil market that Keystone XL was
conceived in is a very different market to that which exists today.

Many refineries in Texas invested in the original Keystone XL concept; a concept that saw U.S. oil demand
continuing to grow while U.S. oil production continued to decline. They invested billions in equipment to
refine Canada’s heavy sour tar sands oil because they thought the tar sands would provide a reliable source
of oil for years to come via the Keystone XL pipeline. These investments were supported by generous tax

breaks.

In the intervening years the world changed. These refineries found themselves in the middle of big
investment cycles in a declining market. Pretty soon they realized that their future was not in selling
gasoline to the U.S. market but in selling diesel, gasoline, petcoke and other products to Europe, Latin
America and Asia.

They also underestimated the rise in public opposition to the tar sands and the increasing urgency with
which the American public would demand action on climate change.

It is now clear that the Keystone XL pipeline is a pipeline through America not to America. Tar sands
producers are desperate to get their product to refineries that serve international markets so that they can

expand their market beyond U.S. borders, increase the price they get for their product, and maximize
profits. The refiners that will help them do that are increasingly dependent on serving export markets to
maximize their profits amidst a domestic market that is both striving to become more efficient while at the
same time is already flooded with oil.

That this has nothing to do with the U.S. national interest, the main criterion for State Department
approval, is now even more abundantly clear.
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