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It was reported earlier this month that Shell is seeking a buyer for its Washington state refinery, which 
is located just outside Seattle in Anacortes. That brings to eight the number of U.S. refineries said to be 
up for sale by a variety of sellers, from integrated major oil companies to independent merchant 
refiners — plus another refinery that is already under contract. That’s an unusually high number — 
refineries rarely change hands in the U.S. and when they do, it’s typically for large sums of money to 
sophisticated buyers. In part one of a two part series, we discuss the facilities on the block in the East 
Coast and Mid-Continent regions and the market drivers that could be impacting the decisions of 
potential buyers and sellers. 

Nearly all of the 135 fuel refineries in the U.S. were built prior to 1970 — the original parts of some 
were constructed as early as the late 1800s. For a variety of reasons, these facilities tend to operate for 
long periods of time without frequent changes in ownership. There have been a few notable years with 
a large number of refineries changing hands, such as 2017 and 2018, when nine and 11 refineries were 
sold, respectively. However, these were mostly due to large spinoffs and mergers, such as Andeavor’s 
acquisition of Western Refining in 2017, which involved three refineries, and Marathon Petroleum’s 
acquisition of Andeavor in 2018, which involved 10 refineries. Since 2013, an average of about three 
refinery transactions have taken place per year involving an average of about five refineries (Figure 1). 
If we exclude the mergers and spinoffs in 2017 and 2018 and only look at transactions involving a 
single refinery, then an average of only about two transactions have taken place per year since 2012. In 
2019, only one transaction closed: Chevron’s acquisition of Petrobras’ Pasadena, TX, refinery. 

If the eight refineries that are either officially on the market, or purported to be, were to sell in 2020 — 
plus the planned close of the previously announced sale of Shell’s Martinez, CA, refinery to PBF Energy 
later in the first quarter — that total would far surpass the average number of transactions and 
refineries typically sold in a year. So why are so many refineries potentially for sale all at once? Since 
these assets are quite different from each other, the answer to that question really depends on a 
combination of factors, including the specific market’s access to various types of crude, the outlook for 
product offtake realizations, and the sophistication of the asset, as well as the seller’s strategy and its 
competing capital deployment options. We’ll sort the refineries regionally, starting with the East Coast 
and Mid-Continent facilities, and discuss some of the market factors at play. (We’ll come back to 
discuss the for-sale refineries in the Rockies and West Coast regions in Part 2.) 
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Figure 1: U.S. Refinery Transactions, 2013-19. Source: Baker & O’Brien 

 

On the East Coast, two refineries are potentially for sale: 

 Philadelphia Energy Solutions. As we blogged about in June 2019, a huge explosion and major 
fire in the hydrofluoric (HF) alkylation unit at the 335-Mb/d Philadelphia Energy Solutions (PES) 
refinery that month resulted in the plant’s closure. An auction for the refinery and its site 
(yellow rectangle and dot in Figure 2) was held on January 17, 2019; the result has not been 
announced yet. The PES refinery, which has a long history in the Philadelphia region, is made up 
of two adjacent facilities located at Point Breeze and Girard Point. The initial refining facility at 
Point Breeze was constructed in 1870 by Atlantic Refining Co., while the Girard Point facility 
was constructed in the 1920s by Gulf Oil. Over the years, the facilities have been modernized 
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and expanded, and ownership changed hands several times, with the two facilities integrating 
in 1995 under the Sunoco banner. Sunoco, now a subsidiary of Energy Transfer, reportedly 
contemplated closure of the refinery in 2012 but subsequently formed a joint venture (JV) with 
The Carlyle Group. After a bankruptcy restructuring in 2018, Credit Suisse Asset Management 
and Bardin Hill became majority shareholders in the partnership, leaving The Carlyle 
Group/Energy Transfer JV with a minority stake. 

 Delta Air Lines announced more than a year ago — in September 2018 — that it was working 
with Barclays and Jefferies on the possibility of finding a joint-venture partner for subsidiary 
Monroe Energy’s 185-Mb/d refinery in Trainer, PA (bright green rectangle and dot). Since then, 
Delta has occasionally made reference to that process but has not announced any agreement. 
This refinery was previously owned by Phillips 66, which had shut down the refinery for a short 
period of time before Delta acquired it in 2012 with the aim of using it to help provide jet fuel 
to the airline. 

 
Figure 2. East Coast Refineries. Sources: Energy Information Administration and RBN 

 

In these two cases, the main driver for selling has likely been poor financial performance. The East 
Coast (PADD 1) has historically been a tough location for refiners to operate at decent profitability 
levels; light/sweet cracking refineries in the Northeast such as PES and Trainer are typically considered 
to be among the highest-cost refineries in the U.S. This is exemplified by the numerous refinery 
closures that have occurred in the region over the last decade, including Sunoco Marcus Hook, Sunoco 
Eagle Point, Hess Port Reading and Western Yorktown. 

On the positive side for refiners in the region, local refined product production is not sufficient to meet 
local demand. This means that products are transported into the region from other locations, such as 
the Gulf Coast by Colonial and other pipelines and from overseas refineries by ship. This is normally 
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supportive of higher prices since the prices for gasoline and diesel in the local market need to cover the 
cost of producing and shipping the barrels from distant refineries. On the negative side, PADD 1 
refiners are disadvantaged when it comes to crude oil access since there are no domestic crude oils 
delivered by pipeline into the coastal market. Therefore, all crude delivered into these refineries has to 
come via ship or rail, which is generally more expensive than the average crude oil acquisition cost for 
a Gulf Coast refiner, for example. With stable-to-declining demand forecasts, continued growth in Gulf 
Coast and international refining capacity, and increasing pressure from Ohio Valley refiners to increase 
refined product delivery into Pennsylvania, it makes for a highly competitive market with thin margins 
for the least complex refiners, such as PES and Trainer. 

 

In the Mid-Continent, two refineries operated by one company are potentially for sale: 

 CVR Energy, majority-owned by investor Carl Icahn, owns two refineries here, in Coffeyville, KS, 
and Wynnewood, OK (gray and bright green rectangles and dots in Figure 2), with capacities of 
132 Mb/d and 75 Mb/d, respectively, according to CVR. The Coffeyville refinery has been 
owned by CVR since 2005, when it was acquired from Pegasus Partners, while the Wynnewood 
refinery has been owned by CVR since 2011, when it was acquired from Gary-Williams. In May 
2019, CVR announced that it was seeking strategic alternatives and announced at the end of 
the year that a sale had not gone through due to valuation differences. 

 
Figure 3: Mid-Continent Refineries. Sources: EIA, CVR Energy and RBN 
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Refineries in the Mid-Continent –– think the Great Plains states, from Oklahoma through North Dakota 
— have experienced a nice turnabout over the last decade due to the increase in shale production 
within and near the region. Refineries in Oklahoma and Kansas are well connected to local production, 
such as from SCOOP/STACK, as well as shale production that ultimately passes through the Cushing, 
OK, crude hub, such as oil from the Permian, the Denver-Julesburg (D-J) Basin and the Bakken. These 
refineries, in turn, supply gasoline and diesel to local markets, as well to a series of refined products 
pipelines owned by Magellan Midstream Partners and others that deliver products to a number of 
hubs in the U.S.’s heartland. 

As for CVR’s two refineries, they are valued at a premium to refiner peers. With the market dynamics 
they are enjoying, primarily the access to crude, coupled with their refining configurations, CVR knows 
that it has particularly desirable assets and would expect a buyer to pay them for that. The company 
has indicated that if it can’t achieve the valuation it wants for its assets, CVR would also be in the 
position to potentially buy a refinery, with regional diversification in mind (particularly into the 
Rockies). CVR also is evaluating a number of projects that would further enhance the value of its 
Coffeyville and Wynnewood refineries. Such projects include additional naphtha hydrotreating and 
C5/C6 isomerization capacity at Coffeyville and a new isomerization unit at Wynnewood to increase 
feedstock flexibility and improve liquid yields. 

In the second and final blog in this series, we’ll look at the refineries on the block in the Rockies and 
along the West Coast, including one in Alaska. 

 

Note: The article was authored by Amy Kalt of Baker & O’Brien and published on RBN Energy’s Daily 
Energy Post on January 30, 2020. 

"Shop Around" was written by Smokey Robinson and Berry Gordy. It would become the first million-
selling record for The Miracles, and for Berry Gordy's Tamla/Motown Records.  

This article is copyrighted © 2020 by Baker & O’Brien, Inc. and publication or distribution of this article 
without the express written consent of Baker & O'Brien, Inc., is prohibited.  


