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Not two years ago, the 140-year-
old South Philadelphia Sunoco 
refinery nearly closed its doors 

for good, which would have resulted in the 
loss of 850 jobs. Instead, the refinery, 
renamed Philadelphia Energy Solutions, 
now processes approximately 330,000 bar-
rels of oil per day and employs more than 
1,000 people. Most of that oil is Bakken 
crude oil from North Dakota, which 
comes daily by as many as three one-mile-
long freight trains. Together with facilities 
like Eddystone Rail Company (currently 
at about 80,000 barrels per day of capacity, 
and growing), the Philadelphia region 
once again finds itself as a vital U.S. ship-
ping and refining destination.

Bakken crude oil is classified as a light, 
sweet oil and derives its name from the 
approximately 200,000-square-mile shale 
rock formation in which it is found. The 
formation has essentially three layers—a 
sandstone layer between two layers of 
shale. While crude oil may be found 
throughout the entire formation, it was 
the combined use of horizontal drilling 

and hydraulic fracking into that middle 
layer that made drilling in the Bakken 
so successful. 

The North Dakota economy has been 
booming from drilling Bakken crude oil. 
North Dakota is now second only to Texas 
in oil production, and its employment level 
has doubled since 2009. And while North 
Dakota is glowing in the aftermath of its 

economic windfall, the Philadelphia region 
has also particularly benefited from Bakken 
crude oil, creating an unforeseen, lucrative 
commercial link between the Philadelphia 
region and the upper Midwest. Given that 
crude oil must be refined into products for 
consumer consumption, the Philadelphia-
area refineries are ideally located for that 
purpose and for subsequent shipping and 

Is Bakken Crude the Future of 
Philadelphia’s Oil Industry?

Energy and Environmental Law

ANDREW LEVINE is co-chair 
of Stradley Ronon Stevens & 
Young’s environmental prac-
tice group. He can be reached 
at alevine@stradley.com or 
215-564-8073. 

CATHERINE WARD is co-
chair of the firm’s environ-
mental practice group. She 
can be reached at cward@
stradley.com or 
856-321-2402. 

NATHANIEL KOONCE II is 
an associate in the firm’s 
business department. He 
can be reached at 
nkoonce@stradley.com or 
215-564-8589.



use by the massive mid-Atlantic and 
Northeast populations. 

The increase of Bakken crude oil has 
also increased the number of refineries, 
jobs and active rail lines in the area. In 
fact, rail lines are moving three times as 
much oil as they were in 2009. The 
Pennsylvania Department of Labor and 
Industry reported a 157.4 percent 
employment increase in the core energy 
industries from the third quarter of 2009 
through the third quarter of 2013. 
Although the exact percentage attribut-
able to Bakken crude oil is difficult to 
determine, these employment gains 
clearly indicate the major role that the 
oil and gas sectors play in Pennsylvania’s 
economic revitalization. Given that 
many of the natural gas liquid pipelines 
are still under construction and permit-
ting, this leaves the clear impression that 
oil is fueling a substantial portion of this 
reinvigorated sector.

The benefits of Bakken crude oil can be 
seen elsewhere, too—at the gas pump. 
Philadelphia and the rest of the East 
Coast have long been importing oil priced 
off the European benchmark Brent crude 
oil. Imported mostly from Europe, where 
it is extracted from the roiling waters of 
the North Atlantic, this Brent crude-
priced oil is $23 more expensive per bar-
rel than Bakken crude oil. Moreover, the 
U.S. Energy Information Administration 
estimates the reserves at 1.5 billion bar-
rels, making the Bakken region one of the 
world’s most prolific, reliable sources of 
crude. It is that much more valuable for 
being located in a stable economic and 
political environment. 

In addition to the previously mentioned 
Philadelphia Energy Solutions, other 
energy companies are taking advantage of 
the new supplies of Bakken crude oil as 
well. A Delta Airlines subsidiary, Monroe 
Energy, acquired the former Conoco 
Phillips refinery on the Delaware River in 
Trainer, Pa., and reportedly seeks primar-
ily to process jet fuel, employing a new 
vision of vertical integration of the air 
industry. And in November 2012, a 
Canadian company, Enbridge Inc., 
entered into a joint venture with Canopy 
Prospecting to develop a train-to-barge 
terminal at the site of an old power plant 
in Eddystone, Pa. This venture involved 
developing rail lines, leasing a power gen-
eration facility, and refurbishing a 
200,000-barrel tank. The site now unloads 
one mile-long train of Bakken crude oil 

per day and pipes it onto barges, which 
move downriver to refineries. Similarly, 
the previously shuttered Delaware City 
Refinery was purchased and recommis-
sioned by PBF Energy, which also owns a 
refinery in Paulsboro, N.J. Both of these 
facilities are utilizing Bakken crude oil, 
re-establishing the region’s preeminent 
refining capacity, but founding it upon 
more reliable and cost-effective American 
oil sources.

In the absence of sufficient pipeline 
infrastructure, rail has become the pre-
dominant mode of transportation for crude 
oil. The substantial increase in train tanker 
traffic has raised concerns about access and 
safety, specifically the potential for train car 
derailments with potentially devastating 
consequences. Both lawmakers and indus-
try organizations have been quick to 
respond to the concerns. In March 2013, 
the Federal Rail Administration began con-
ducting unannounced inspections on the 
suppliers and transporters of crude oil. 
Additionally, the U.S. Department of 
Transportation and the Association of 
American Railroads recently came to an 
agreement on safer railway practices, which 
included slowing trains down by 10 miles 
per hour in major cities. Further, the petro-
leum industry has been actively interfacing 
with rail organizations to seek their assur-
ances that rail equipment will meet more 
protective standards.

Though the interstate nature of the rail 
industry poses substantial hurdles to state 
or local regulation, some regulatory action 
is nonetheless occurring at the local level. 
The Pennsylvania Public Utility 
Commission, for example, has begun con-
ducting spot inspections on transporters 
of oil in the state. Indicative of the rail 
industry’s collaborative approach to the 
issue, CSX, a leading supplier of rail-
based freight transportation, has agreed to 
provide Philadelphia’s emergency services 
with real-time information reports to 
track the Bakken crude oil coming into 
the city. Rail companies like CSX also 
provide local emergency responders with 
special training in responding to emer-
gency situations involving the transporta-
tion of oil in the area. Rail companies are 
also putting significant pressure upon oil 
tank car suppliers to employ newer, dou-
ble-hulled designs. While the industry 
continues to work toward improving rail 
safety, it should be noted that in 2012, 
North American railroads safely delivered 
more than 2.47 million carloads of haz-

ardous materials, with 99.998 percent of 
hazardous material carloads moving by 
rail arriving at their destination without a 
release caused by accident. Rail hazmat 
accident rates have declined 91 percent 
since 1980.

Another challenge facing the industry 
concerns the ability of transshipment 
facilities to market Bakken crude oil over-
seas. Most recently, the Department of 
Commerce has allowed for the export of 
light crude overseas (Canada is already 
allowed), which may signal a relaxation of 
these export restrictions that date back to 
the Arab oil embargoes against the United 
States from the mid-1970s. The specific 
terms of this arrangement are not yet 
publicly disclosed, as the Department of 
Commerce made this determination on 
the basis of a private ruling, not necessar-
ily a broad change to preexisting restric-
tions on export. In essence, the depart-
ment determined that “condensate” is a 
refined product suitable for export—a 
new twist given that condensate is only a 
lightly processed material. Domestic 
refiners may oppose such a move, as it has 
the potential to influence Bakken crude 
oil pricing as additional customers come 
online, arguably enhancing demand of a 
limited resource. Others may seek to 
impose standards requiring a demonstra-
tion that the specific grade of oil under 
consideration for export cannot be refined 
in existing domestic facilities.  

The industry has set its hopes fairly 
high for Bakken crude oil. Although some 
risk may be involved in the transportation 
of Bakken crude oil, improved safety pro-
tocols and awareness may make Bakken 
crude oil a stable commodity on the East 
Coast. New refineries and rail lines posi-
tion the Philadelphia region directly in 
the center of a growing movement in the 
oil industry. The future of Bakken crude 
oil in the East Coast market has yet to be 
seen, but there are no signs of it slowing 
down anytime soon. •
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