

MINISTERIAL ENGAGEMENT BRIEFING: PAUL WHEELHOUSE

Event Title: Meeting with ExxonMobil Fife Ethylene Plant manager, Jacob McAlister

Date: 12 September 2019, 10:45 – 11:30

	Key Message
	It is welcome to see significant investment being proposed at one of our strategic industrial sites. Improvements in efficiency are required to put us on a path to deliver our net zero ambition.

[bookmark: _GoBack]Given the significant issues experienced by the local community, investment which improves the reliability of the site and reduces the need to flare is essential to rebuild relationships with stakeholders.
 

	Who
	Jacob McAlister, ExxonMobil Fife Ethylene Plant manager – FEP manager since December 2018, formally Exxon Project Manager in Houston, Texas

[redacted s.38(1)(b)], ExxonMobil Fife Ethylene Plant external affairs manager – formally SG and Scottish Fire & Rescue communications adviser.


	What
	ExxonMobil has asked to meet to discuss with Mr Wheelhouse the proposed £160m investment in the Fife Ethylene Plant at Mosmorran.

	Why
	The Fife Ethylene Plant has experienced a number of unplanned outages, resulting in significant elevated flaring. 

In response, SEPA have varied the ExxonMobil operating permit requiring the adoption of ‘Best Available Techniques’ at Mossmorran in the shortest timeframe possible. 

To address these issues, ExxonMobil have developed an investment package designed to improve the reliability and efficiency of the site, and are keen to discuss this package with Mr Wheelhouse.

ExxonMobil are likely to ask for an endorsement of the proposed  investment package.


	Where
	Scottish Parliament, T3.02

	When
	Thursday 12th September, 10:45 to 11:30.

	Supporting Official
	[redacted s.38(1)(b)]  [redacted s.38(1)(b)]
[redacted s.38(1)(b)]  [redacted s.38(1)(b)]


	Attached documents
	Annex A: Key points & plant background
Annex B: Environmental Performance
Annex C: Investment Plans




ANNEX A – Key Points & Plant Background

· I am keen to understand the programme of investment being proposed and what impact it will have in addressing the environmental issues at the site, in the short and long-term.
· Given the scale of investment being proposed, and the importance of the site to the local economy, I am keen to know what the economic benefit will be locally and across Scotland.
· I am also interested in the long-term plans for the site. For example, I am aware that significant volumes of hydrogen are produced at the site. I would be keen to understand what plans you have in place that could see this resource being used to help other parts of the energy system decarbonise. 

Suggested response if asked for an endorsement of the proposed investment:

· We welcome this investment to improve the reliability of the site, and therefore address the issues identified by SEPA and the concerns of the local community. 

· Investment of this scale secures high value employment that will be crucial in the transition to a net-zero economy in a way that is fair for all. 

· The oil and gas sector can and will play a positive role in this transition, helping to channel its resources and innovative supply chain to design the diverse energy system we need for the future.

Plant Background:

1. The Fife Ethylene Plant (FEP), owned by ExxonMobil, is co-located with the Fife Natural Gas Liquids plant (FNGL) owned by Shell, at Mossmorran. The FEP uses liquid natural gas feedstock from the North Sea to produce Ethylene. Around half the Ethylene produced is delivered to the UK Ethylene pipe network, with the remainder exported to the Antwerp petrochemical hub for global markets, via the Braefoot Bay Marine Terminal. 

2. The plant represents a significant employer in the Scottish and Fife economies, employing around 170 employees directly, the majority of which live within six miles of the plant. The plant also engages around 120 companies across Scotland in supplying a range of goods and services to the site.

3. Industry figures estimate that current activity at the site is worth approximately £32 million per annum to the local economy.  










ANNEX B - Environmental Performance


1. Low reliability at the site has resulted in the increased frequency of unplanned outages over the past 2 years, leading to periods of sustained elevated flaring activity over and above that expected as business as usual. SEPA has previously issued final warning letters to both operators in April 2018 in relation to unplanned flaring in June 2017.

2. This activity has led to a significant number of complaints by local residents. Local campaigners including residents and councillors are calling for the Scottish Government to commission an independent health and social impacts study on the impacts of flaring at Mossmorran. Mark Ruskell MSP has also called for the closure of the plant as part of a Just Transition away from fossil fuels.

3. A prolonged period of flaring in April 2019 led SEPA to initiate a formal regulatory investigation, which will conclude by end November 2019, subject to no new lines of enquiry being uncovered during this phase.

4. SEPA confirms air quality monitoring at a number of locations will continue as monitoring reports continues to show no breach of air quality standards. Noise monitoring will also continue.

5. The most recent unplanned outage on 13 August, relating to a boiler unit failure and resultant steam loss, has resulted in a temporary cessation of activity. ExxonMobil are using this shutdown period to carry out essential site maintenance. We expect the plant to remain closed until around December 2019 while this work continues.

6. In response to these reliability issues, on the 23 August, SEPA served operating permit variations on ExxonMobil Chemical Limited and Shell U.K. Limited to require both operators to achieve ‘Best Available Techniques’ at Mossmorran in the shortest timeframe possible. The variations are designed to reduce the impacts of flaring on local communities when it is necessary. 

7. The site at Mossmorran is part of the SEGAL (Shell Esso Gas and Associated Liquids) which separates natural gas liquids from the gas supply and transports downstream processing at Shell FNGL and ExxonMobil FEP. Currently, the operator of SEGAL, Shell, is carrying out remedial action to ensure the system continues to operate within acceptable limits. Discussion with relevant stakeholders including BEIS and National Grid have provided assurance that there are is no significant risk to gas supply and no grounds for concerns regarding impacts on any other essential services (separate advice has been submitted by Resilience Division).   

8. Engagement on environmental impacts/compliance is being led through the ECCLR Portfolio.







ANNEX C – Investment Plans

Proposed Investment

1. ExxonMobil is developing a significant package of investment to improve reliability and efficiency at the site, with a view to addressing the issues raised by SEPA, and therefore adopt the ‘Best Available Techniques’. 

2. The overall value of the investment package is estimated at £160m, the majority of which is expected to be committed by September 2020. The package includes upgraded flare tips to reduce noise impacts, new generators to improve site efficiency, pipeline upgrades and a new control electronics system. 

3. In addition, the package will also cover new ground flares or equivalent, to reduce the reliance on elevated flaring, albeit these are expected to be deployed over a longer timescale. The timescale of this investment is subject to dialogue between SEPA and the site operator. This means that elevated flaring will continue to be carried out at the site in the coming years.

4. ExxonMobil estimate the overall investment package will support around 850 contractor jobs, with goods and services sourced from around 40 companies across Scotland. Given the reliance on on-site engineering and wider support activity, it is anticipated that a substantial proportion of the investment will be retained in Scotland.

5. ExxonMobil has also indicated a willingness to explore the role the site can play in transitioning to a net zero economy. Currently, the site generates a significant quantity of hydrogen as a by-product of production, and are interested in beginning a dialogue with stakeholders about how a more reliable site can work in partnership to reduce emissions beyond the site gates.






