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EVERYBODY WANTS SOME – CITGO’S FUTURE IN THE WAKE OF A 

KEY U.S. COURT RULING 

August 12, 2018 
 

 On Thursday, August 9, a U.S. District Court judge approved a request by a Canadian mining 
company to seize shares of a subsidiary of Petróleos de Venezuela SA (PDVSA) that controls CITGO 
Petroleum Corp. The ruling was made to satisfy a $1.2 billion arbitration award against the Venezuelan 
government. While details of the full ruling are yet to be released, this decision could have an 
enormous knock-on effect on the various other parties seeking payment from the struggling oil 
company for asset seizures and unpaid debts. Today we review the assets of CITGO Petroleum Corp., 
the U.S. arm of PDVSA. 

 The backstory to this new ruling is interesting and complex, so bear with us while we distill 
some of the details. In 2002, Canadian mining company Crystallex International entered into a mining 
operation agreement with a Venezuelan-owned company for gold exploration and mining. The 
agreement allowed Crystallex to mine, exploit and sell gold from Las Cristinas, a large gold reserve in 
Venezuela. However, in 2011, Venezuela unilaterally terminated the agreement, took possession of the 
Las Cristinas gold mine, and transferred the assets to an affiliate of PDVSA. PDVSA then sold 40% of the 
interests in that mine for $6.9 billion, while Crystallex was forced to file for bankruptcy protection. In 
2016, Crystallex won a $1.2 billion arbitration ruling against Venezuela, specifically PDV Holdings, 
which owns 100% of Citgo Petroleum Corp. This latest ruling by U.S. District Court Judge Leonard Stark 
of the Delaware District potentially allows Crystallex to seize shares of PDV Holdings to satisfy the 
arbitration ruling, which may give the company partial ownership of CITGO. Others could make similar 
claims -- Crystallex is not alone in seeking payment for awards from Venezuela (RBN blogged about 
some of these outcomes and their effects on Caribbean refining recently in Meltdown!). 

 The assets held by CITGO would be a nice prize for other companies, especially those already in 
the refining business. We’ve written regularly about the status of the U.S. refining industry; most 
recently in Runnin’ Down a Dream. CITGO owns three U.S. refineries, 48 product terminals, three 
pipelines, and some retail stations. Figure 1 below shows CITGO’s U.S. refineries and product terminals 
(pipelines and retail outlets not shown). 
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Figure 1. CITGO U.S. Assets. Sources: CITGO; Baker & O’Brien 

 Two of the refineries owned by CITGO are located along the U.S. Gulf Coast in Corpus Christi, 
TX, and Lake Charles, LA; the third is in the Midwest. 

 The Corpus Christi facility, technically two integrated facilities, has a crude capacity of 157 
Mb/d and processes a heavy (~26 degrees API), sour (~1.7% sulfur) crude slate. PDVSA has used 
this refinery for years as a processor of its crude oil, which tends to be in the heavy/sour quality 
range. In 2017, the refinery exported more than 50% of its gasoline and diesel production, 
primarily to Mexico, which has become increasingly dependent on U.S.-sourced refined 
products (see Más for more). The remaining fuel went to local markets or to San Antonio, 
Austin, and Dallas via pipelines owned by CITGO and Flint Hills Resources. The Corpus Christi 
facility is also known for its large petrochemical production, which CITGO sells as precursors to 
the plastics industry. 

 The Lake Charles facility is largest of CITGO’s three US refineries, with a crude capacity of 433 
Mb/d, making it the sixth largest refinery in the U.S. CITGO Lake Charles also processes a heavy 
(~28 API), sour (~1.5% sulfur) crude slate. Similar to the Corpus Christi facility, this refinery also 
processes some Venezuelan crude oil but also takes advantage of Gulf of Mexico medium sour 
grades as well as some U.S. light/sweet grades. In 2017, the refinery exported approximately 50 
Mb/d of gasoline and diesel combined. Lake Charles has access to the Colonial Pipeline for 
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shipments to the East Coast, where CITGO has a sizeable terminal and retail network. 

 The Lemont, IL, refinery, located near Chicago, has a crude capacity of 175 Mb/d. The refinery 
processes a heavy (~28 API), sour (~2.3% sulfur) crude oil blend primarily sourced from Canada 
via the Enbridge system. RBN has previously discussed Canadian crude oils and pipeline 
connectivity extensively, including in RBN’s recent Drill Down Report, “The Shape I’m In.” With 
Canadian crude production currently exceeding takeaway pipeline capacity, the pricing of 
Canadian crude has become discounted versus other heavy, sour grades. This refinery can likely 
acquire Canadian crude oils at a significant discount, making it highly profitable. Products from 
the refinery serve local Chicago demand or enter pipelines serving northern U.S. markets, such 
as Milwaukee, or heading east into the Indiana and Ohio markets via the Buckeye system. 
 

 All three refineries are competitive with their peers on the Gulf Coast or in the Midwest (Figure 
2). Using Baker & O’Brien’s PRISMTM refinery modeling tool, we estimate that CITGO’s two Gulf Coast 
refineries performed in the middle of the pack on cash margins during the first quarter of 2018 (red 
diamonds in graph to left), while the Lemont refinery was one of the top performers in the Midwest 
grouping (red diamond in graph to right). 

 

Figure 2. Refinery Cash Margins. Source: Baker & O’Brien’s PRISM Refinery Modeling System 

 Sunnier days may also be ahead as we move toward an IMO 2020 world. The International 
Maritime Organization’s (IMO) regulation to significantly reduce sulfur emissions from the global 
shipping fleet starting on January 1, 2020 (see Bad Moon Rising) is predicted to drive a wider light-
heavy differential (heavy/sour crude gets even cheaper versus light sweet varieties), and all three of 
these refineries process heavy/sour crude. In addition, they are complex refineries with delayed cokers 
able to upgrade crude oil “bottoms” (the heavy end of the barrel) into valuable products like gasoline 
and diesel, with little or no production of high-sulfur residual fuel oil (the source of high-sulfur marine 
fuel). 
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 Our point is that CITGO has extensive and valuable assets — particularly its three complex 
refineries, which stand to become even more profitable when the IMO 2020 rules kick in a year and 
four months from now. We have to emphasize, though, that all is not said and done with Judge Stark’s 
ruling. We aren’t going to wake up Tuesday with a mining company running CITGO — after all, 
ConocoPhillips and Rosneft, among others, will likely have some claims down the road since they are 
either awaiting payment on arbitration awards or hold CITGO assets as collateral on debt. However, 
the Crystallex ruling is intriguing and shows just how integrated the commodity markets are. Who 
would have guessed that a ruling in favor of a Canadian gold mining company could trigger what will 
likely produce some interesting and complicated times ahead for these prized assets? 

 

 

“Everybody Wants Some” is the second track on Van Halen’s 1980 album, Women and Children First. It 
is one of the band's most popular songs, starting as a concert highlight throughout the band's early 
career. Van Halen is an American hard rock band formed in Pasadena, CA, in 1972. From 1974 until 
1985, the band consisted of guitarist Eddie Van Halen, vocalist David Lee Roth, drummer Alex Van 
Halen and bassist Michael Anthony. The bandmembers went on to become major stars, and by the 
early 1980s they were one of the most successful rock acts of the time. 

 

Note: The article was authored by Amy Kalt of Baker & O’Brien and published on RBN Energy’s Daily 

Energy Post on August 12, 2018. 
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