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PBF ENERGY WESTERN REGION LLC 
3760 Kilroy Airport Way, Suite 640 Long 
Beach, CA 90806 
www.pbfenergy.com 

October 3, 2022     

David Hochschild 
Chair 
California Energy Commission 
California Natural Energy Resources Agency 
715 P Street 
Sacramento, California 95814 

Re: California Gasoline Price Hike 

Dear Mr. Hochschild: 

Reference is hereby made to your letter dated September 30, 2022 addressed to refinery executives 
requesting certain information concerning gasoline prices in the State of California (the “September 30th 
Letter”).  PBF Energy Western Region LLC (“PBF”) appreciates being afforded the opportunity to engage 
with the California Energy Commission (the “Commission”) concerning matters relevant to California’s 
gasoline market, including the recent meeting on September 29th.   

As the State of California progresses its plans to transition from fossil fuels, PBF believes it is important that 
this dialogue continue to ensure seamless gasoline supplies for California consumers until such time as the 
energy transition is complete.  The laws and policies being implemented to decrease domestic crude oil 
production within the State are adversely affecting refining operations within the State and it is important 
that there be a full understanding of what the implications will be in the short-, medium- and long-term on 
the availability of gasoline supplies for consumers and businesses.   

Importantly, it must be recognized that, since 1980, approximately one million barrels per day of crude oil 
refining capacity has been permanently shut down in California.  Specifically, the August 2020 shutdown of 
a 166,000 barrels per day East Bay refinery, compounded by reduced imports in 2022, should be considered 
as a potential contributing factor to current supply disruptions and lower gasoline inventories that have been 
blamed for price increases.  The effects of the 2020 refinery closure were not evident until post-COVID 
demand for fuels began rebounding.   

The ability to import gasoline into California is limited as there are only a few refineries outside of California 
that manufacture the specific fuel blends mandated by the State’s regulations.  With a ~120,000 barrels per 
day refinery scheduled to be shut down in the East Bay in 2023, the State’s gasoline supply and demand 
profile will be further challenged. 

Other than the foregoing, unfortunately, we are not in a position to respond to the questions in the September 
30th Letter; any further response would be prohibited by State and federal antitrust laws as it relates to our 
own operations and would merely be conjecture on our part as it relates to other refiners.  To be clear, due to 
federal and state antitrust laws, we do not have access to any information other than public information 
regarding the inventories or operations of other California refineries.  Compliance with these antitrust laws 
precludes the operators of refineries from coordinating planned maintenance and will not allow us to discuss 
our existing or planned inventories.   

http://www.pbfenergy.com/
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We can say, without equivocation, that our guiding principles are that we operate our refineries safely and in 
an environmentally responsible manner.  We conduct planned and unplanned maintenance in furtherance of 
these principles to safeguard our employees, contractors, and the communities in which we operate.  To the 
extent that unplanned maintenance occurs, it is to ensure the viability of our operations and/or to protect our 
employees, contractors, and local communities. 

Finally, as a refiner with no retail outlets, there are no measures that PBF alone can implement that will 
impact the price of gasoline for consumers in the State of California. 

We hope that you find the foregoing helpful.  Please do not hesitate to contact us if we may be of further 
assistance. 

Very truly yours, 

Paul Davis 
Senior Vice President 

cc: Governor Gavin Newsom 
Secretary Wade Crowfoot, Natural Resources Agency 
Secretary Toks Omishakin, Transportation Agency 
The Honorable Anthony Rendon, Speaker of the Assembly 
Assemblymember.rendon@assembly.ca.gov 
The Honorable Toni Atkins, Senate President Pro Tempore 
Senator.atkins@senate.ca.gov 
The Honorable Jacquie Irwin, Chair, Select Committee on Gasoline Supply and Pricing 
Assemblymember.irwin@assembly.ca.gov 
Marie Liu, Policy Consultant, Assembly Speaker’s Office 
Marie.liu@asm.ca.gov 
Chase Hopkins, Policy Consultant, Assembly Speaker’s Office 
Chase.hopkins@asm.ca.gov 
Kip Lipper, Chief Policy Advisor, Office of the Senate President Pro Tempore 
Kip.lipper@sen.ca.gov 
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                       Scott N. Folwarkow 
                       Vice President 
                                                                                                                                                                             State Government Affairs 
 

1215 K Street, 20th Floor, Suite 2012 ● Sacramento, California 95814 ● Telephone (916) 503-1639  

scott.folwarkow@valero.com 
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Federal Express No. 7701-0296-1372   

Email: David.Hochschild@energy.ca.gov 

 

Chairman David Hochschild 

California Energy Commission 

715 P Street 

Sacramento, CA 95814 

Dear Chairman Hochschild: 

As demanded and with one business day to respond, Valero is providing the following response to the 

California Energy Commission (the “Commission”) letter of September 30, 2022 letter. 

As the Commission knows, and as countless investigations have demonstrated, market drivers of supply 

and demand, together with government-imposed costs and specifications, determine market price.  

Ironically, on the same day we received the Commission’s letter, a federal judge in a 103-page reasoned 

order, following review of thousands of pages of documents and hours of depositions and discovery, yet 

again threw out another case alleging price conspiracies by the fuel industry finding no basis for the 

allegations.   

Valero does not publicly disclose extensive details that could be competitive regarding our maintenance 

or supply strategies due to antitrust concerns.  However, in light of the seriousness of the implications of 

your letter, we will provide the following general information.  We do have planned maintenance activity 

underway at one of our California refineries. This maintenance is required to keep the refinery running 

safely and properly and to meet the regulatory expectations of the state.  We have made appropriate 

arrangements to source supply and/or intermediates to keep our refinery at as close to full rate as possible.  

We also either built inventory or arranged for additional supply to assure we meet our contractual 

obligations to our customers.  Valero does this when we have the opportunity to plan for a significant 

outage.  This maintenance turnaround was handled no differently.  

As to why inventories may be low, we believe it is because post-COVID demand is growing and supply is 

limited.  We have been endeavoring to keep our refineries at full production and no one has produced 

more low carbon renewable fuel for the California market than Valero.  Nevertheless, the market has been 

very tight.  With a very short supply market, inventories are pulled down to satisfy the demand.  In fact, 

the Commission would not want to see refiners holding inventories in a tight market.  Also, as noted 

below, the closure of California refineries has necessarily eliminated their working inventories which will 

lower overall state inventories levels.   

As to separation between California prices and the prices in the rest of the United States, we can offer the 

following information.  For Valero, California is the most expensive operating environment in the country 
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and a very hostile regulatory environment for refining.  California policy makers have knowingly adopted 

policies with the expressed intent of eliminating the refinery sector.   California requires refiners to pay 

very high carbon cap and trade fees and burdened gasoline with cost of the low carbon fuel standards.  

With the backdrop of these policies, not surprisingly, California has seen refineries completely close or 

shut down major units.  When you shut down refinery operations, you limit the resilience of the supply 

chain.   

From the perspective of a refiner and fuel supplier, California is the most challenging market to serve in 

the United States for several additional reasons.  California regulators have mandated a unique blend of 

gasoline that is not readily available outside of the West Coast.  California is largely isolated from fuel 

markets of the central and eastern United States.  California has imposed some the most aggressive, and 

thus expensive and limiting, environmental regulatory requirements in the world.  California polices have 

made it difficult to increase refining capacity and have prevented supply projects to lower operating costs 

of refineries.     

We believe the Commission experts understand that California cannot mandate a unique fuel that is not 

readily unavailable outside of the West Coast and then burden or eliminate California refining capacity 

and expect to have robust fuel supplies.  Adding further costs, in the form of new taxes or regulatory 

constraints, will only further strain the fuel market and adversely impact refiners and ultimately those 

costs will pass to California consumers.   

If you need further information or have additional concerns, please advise.   

Sincerely,   

 
Scott Folwarkow          

 

 



DOCKETED 
Docket Number: 22-IEPR-05 

Project Title: Emerging Topics 

TN #: 246428 

Document Title: CEC P66 Response Letter Draft Final 10-7-22 

Description: N/A 

Filer: Kristine Banaag 

Organization: California Energy Commission 

Submitter Role: Commission Staff  

Submission Date: 10/11/2022 11:46:49 AM 

Docketed Date: 10/11/2022 

 



 

PHILLIPS 66 

2331 City West Boulevard 

Houston, TX 77042-2862 

 

  
October 7, 2022 

 

David Hochschild 

Chair, California Energy Commission 

715 P Street 

Sacramento, California 95814 

 

Dear Chair Hochschild: 

We received your letter dated September 30, 2022. While we are happy to provide the information you 
requested, we don’t believe the issues facing California can be solved by exchanging letters. We encourage 
a collaborative dialogue with you and other policymakers to identify solutions. 
 
Phillips 66 manufactures, transports, and markets energy products in California. Our top priority is 
operating safely and providing energy to California consumers. We are also committed to pursuing a 
lower-carbon future while maintaining the reliability of our products. 
 
Your letter asks three questions: (1) Why have gasoline prices risen so dramatically in the last ten days; 
(2) Whether logistics or other obstacles contributed to the price increases, and if so, how can these 
obstacles be addressed consistent with environmental and safety concerns; and (3) Why did refiners allow 
inventory levels to drop when they knew that planned maintenance would occur at this time. Please note 
questions 2 and 3 regarding logistics and inventory levels are inextricably linked. 
 
Oil prices are determined in a global market and driven by multiple factors, both economic and 
geopolitical. There are a number of factors that may affect gasoline prices.  These include factors such as 
global economic and geopolitical events, the severity and duration of refinery outages, logistical 
constraints that may exist or be anticipated at the time of any outages, the availability of product within 
the region and the potential for timely obtaining product from outside the region, and other factors that 
may affect the balance of supply and demand. Phillips 66 is one of many companies that is a part of 
California’s oil and gas market. We operate two refineries in California; one in Los Angeles and the other 
in the Bay area. We do not engage in upstream activities. The industry trade association may be better 
positioned to address the factors affecting gasoline prices or to provide perspective on the industry more 
generally. Accordingly, we focused our responses on questions 2 and 3. 
 
Logistical Constraints and Limited Infrastructure 
 
In response to your inquiry regarding logistical constraints, we are aware of several hurdles that impact 
access to crude and supplying refined finished products. California’s demand for gasoline and diesel is one 
of the highest in the world, and California refineries primarily produce what is referred to as CARBOB. This 



  

is produced specifically for use in the state, mostly by in-state refiners. There is limited U.S. refining 
capability outside of California to produce the specialty California fuel blend, and demand often exceeds 
in-state capabilities.  As a result, California relies heavily on imports from Asia.  On average, securing 
supply from Asia and the necessary freight takes approximately 30 days to arrive by ocean-going vessel to 
California. Furthermore, foreign-produced gasoline and marine vessels have been in short supply this year 
as countries have emerged from COVID lockdowns while demand increased.  
 
Access to crude oil is critical to refiners; it is the primary raw material used to make CARB gasoline and 
diesel. California domestic crude oil production has declined over time, and there are limited options to 
receive crude oil, given the absence of crude oil pipelines to deliver product into the state. In addition, 
the available marine terminals are at regulatory capacity, and the industry faces permitting hurdles to 
increase volume thresholds and the necessary storage tanks to build reserves. 
 
Additionally, the California summertime gasoline season extends beyond other portions of the U.S.  As a 
result, when California is short of supply at the end of the summer season, gasoline and components 
needed to produce summer-time gasoline are typically more readily available from foreign producers.  
This further increases demand for marine vessels that have been in short supply and requires the use of 
congested marine terminals to acquire supply from the global market.  Gasoline was scarce in the global 
market as many countries were emerging from COVID, and during September and October, several Asian 
refineries were also in maintenance; hence adequate international supply was limited. 
 
Ensuring Safe Operations 
 
Maintaining our refining units is essential to ensuring safe operations and protecting our workers, 
surrounding communities, and assets. These maintenance activities, which we call turnarounds, require 
extensive planning and precise execution. We provide California regulators (CalOSHA) with our 
operating plans at least a year in advance, given the time needed to plan turnarounds.  In addition, we 
secure barrels and place them in reserves to ensure we meet the forecasted demand of our customers 
while offline or operating at limited capacity.  Although we work hard to manage these maintenance 
programs, downtime can last longer than expected due to items like access to labor and equipment. 
 
The market constraints are due to a series of factors, including post-COVID demand rebound, reduced 
U.S./Canadian refining capacity, and the unexpected impact on the global market from the Russian 
invasion of Ukraine. To address the tight market conditions, we have been running our refineries at near 
full capacity while maintaining our necessary focus on safety. Running refineries at high utilization 
capacity can impact operations, sometimes resulting in unplanned maintenance issues and underscoring 
the importance of planned maintenance. Phillips 66 had no significant planned turnaround activity in 
California over the time period in question. To help alleviate the current circumstances, we are deferring 
maintenance at our facilities, if possible, but will and must continue prioritizing safety. 
 
Working Towards Solutions 
 
Again, we encourage a collaborative dialogue with you and other policymakers to identify solutions. For 
example, the recent announcement to relax RVP requirements to allow more product into the market will 
help increase volumes and provide short-term relief. To address the broader supply concerns for 
consumers, we recommend that policymakers work with the industry to identify logistical constraints and 
develop a plan to build out the necessary infrastructure, including the need to increase storage tanks and 



  

volume thresholds at the docks.  Allowing the permitting of additional rail and marine terminal capacity 
would enable the industry to increase imports of gasoline blending components, resulting in higher 
inventory levels. 
 
Please let us know if you have any further questions on this matter. 
 
Sincerely, 
 

 
Jolie Rhinehart, 
General Manager, San Francisco Refinery 
 
 

 
Tim Seidel, 
General Manager, Los Angeles Refinery 
 
 

 

cc:  Governor Gavin Newsom 
Secretary Wade Crowfoot, Natural Resources Agency  
The Honorable Anthony Rendon, Speaker of the Assembly  
Assemblymember.rendon@assembly.ca.gov   
The Honorable Toni Atkins, Senate President Pro Tempore  
Senator.atkins@senate.ca.gov   
The Honorable Jacquie Irwin, Chair, Select Committee on Gasoline Supply and Pricing  
Assemblymember.irwin@assembly.ca.gov    
Marie Liu, Policy Consultant, Assembly Speaker’s Office  
Marie.liu@asm.ca.gov   
Chase Hopkins, Policy Consultant, Assembly Speaker’s Office  
Chase.hopkins@asm.ca.gov   
Kip Lipper, Chief Policy Advisor, Office of the Senate President Pro Tempore  
Kip.lipper@sen.ca.gov  
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Chevron U.S.A. Inc. 
6001 Bollinger Canyon Rd. San Ramon, CA 94583 

DGilstrap@chevron.com 

Don Gilstrap 
Manager, Fuels Regulation, VCO, Midterm Initiatives & Fuels 

 
 
October 7, 2022 
 
Hon. David Hochschild 
Chair, California Energy Commission 
715 P Street 
Sacramento, CA 95814 
Angelica.Romo@energy.ca.gov  
 
Re: CEC Letter Dated September 30, 2022 
 
Dear Commissioner Hochschild: 
 
Thank you for your letter dated September 30, 2022. Chevron shares your concerns over the higher 
prices that Californians are experiencing and is doing its part to help address those concerns. We 
appreciate the opportunity to engage with CEC and other state agencies and officials in a candid 
discussion aimed at finding solutions to the energy challenges faced by Californians. California’s 
energy sector needs cooperation and support from the administration (policy, regulations, leasing, 
permitting, and infrastructure) for our state to return to a path toward greater energy security, 
economic prosperity, and environmental protection. 
 
Many factors influence the price of gasoline, including several unique to California. In addition to the 
price of oil, other factors include the higher cost to produce gasoline to the specifications required by 
the California Air Resources Board, California having the highest effective tax rate (excise, sales, 
and other taxes and fees) on gasoline in the U.S., and the competitive conditions in the marketplace, 
which are impacted by policies that have reduced California’s refining capacity. 
 
Chevron remains committed to working on viable options that will contribute to a lower-carbon future 
while helping supply the fuel demands of California consumers. In 2022, Chevron has invested more 
than $4 billion dollars in renewable energy and it’s our plan to invest billions more to reduce 
greenhouse gas emissions and scale new advanced energy technologies, like carbon capture and 
hydrogen, along with growing our renewable liquid fuels capacity. 
 
We believe that it is time to work together to find real and sustainable solutions for California 
consumers, which include supporting and sustaining California’s existing oil and gas business while 
new forms of energy are developed at scale and are affordable and reliable to meet consumer 
needs. We look forward to engaging in meaningful dialogue to enhance our state’s energy security. 
Collaboration between the energy sector and policymakers is required to keep California shining 
bright. 
 
Sincerely, 
/s/ 
 
Don Gilstrap 
Manager, Fuels Regulation 
 
cc: Drew Bohan, Executive Director 
         ExecutiveOffice@energy.ca.gov  
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Marathon Petroleum Corporation  
1215 K. Street, Suite 1570 
Sacramento, CA  95814 
Tel: 916-462-5060 

October 6, 2022 
 
Chair David Hochschild 
California Energy Commission 
715 P Street 
Sacramento, CA  95814 
  
Dear Chair Hochschild: 
 
I am writing in response to your letter dated September 30, 2022.  Marathon appreciates the dialogue 
over the course of the last week with yourself and senior level members of the California Energy 
Commission (CEC).  As discussed, we are unable to provide a written public response that addresses 
these issues in detail, as doing so would disclose business sensitive information and could raise anti-
trust concerns. 
 
I look forward to arranging a more suitable forum to discuss these topics and what Marathon is 
doing to meet the needs of consumers and business in the state of California. 
 
Respectfully, 
 

Stephen Konig 
 

Stephen Konig 
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