US Environnental Protection Agency
Air and Radi ation
O fice of Transportation and Air Quality March 1, 1996

Letter fromEPA to Western States Petrol eum Assoc. regardi ng CA Feder al
RFG overlap issues. CA test nmethods, mn. RVP and oxygen requirenents.
Contacts: Ceorge Lawrence (202) 564-1307

Janet Bearden (202) 564-2260

Dougl as F. Henderson

Executi ve D rector

Western States Petrol eum Associ ati on
505 No. Brand Blvd., Suite 1400

d endale, California 91203

Dear M. Hender son,

You have requested, on behalf of gasoline refiners in
California, that EPA nodify certain requirenments that apply in
California under the federal refornul ated gasoline (RFG
regulations. This action is believed necessary due to conflicts
bet ween the federal RFG program and the California Phase 2
reformnul ated gasol i ne program scheduled to begin on March 1
1996. This letter addresses three of the natters you have
raised. EPA is still evaluating the remaining issues, and wil|
respond separately to those requests.

As you know, section 211(k) of the Clean Air Act (the Act)
requires EPA to establish standards for RFG to be used in
speci fied Ozone nonattai nment areas (covered areas), as well as
standards for non-reformnul ated, or conventional, gasoline used in
the rest of the country, beginning in January, 1995. The RFG
covered areas in California are Los Angel es and San Di ego, and,
begi nning June 1, 1996, Sacranento, as a result of its
redesi gnation as a Severe Ozone nonattai nment area. The Act
requires that RFG result in reductions in VOC and toxics
em ssions, no increase in NOx em ssions, and al so sets standards
for oxygen, benzene and heavy netals. EPA promul gated the final
RFG regul ati ons on Decenber 15, 1993.

During the federal RFG rul emaking, and in response to
coments by California refiners, EPA concluded (1) that em ssion
reductions resulting fromthe California Phase 2 standards are
equal to or nore stringent than the federal RFG standards, and
(2) that the California Air Resources Board s (CARB s)
enforcenment programw || be sufficiently rigorous that conpliance
with the California Phase 2 standards will be ensured. As a
result, 40 CFR 80.81 of the RFG regul ati ons exenpts certain
refiners of California Phase 2 gasoline froma nunber of federa
RFG enf orcenent provisions intended to denonstrate conpliance



with the federal standards. The federal RFG standards
neverthel ess apply in California. WMyreover, California refiners
are not exenpt from federal enforcenent requirenents with regard
to gasoline that is delivered for use outside California, because
the California Phase 2 standards and the CARB enforcement program
do not cover gasoline exported from California.

Use of the California Test Mt hods.

Both the federal RFG and the California Phase 2 prograns
require refiners to use certain test nmethods to denonstrate
conmpliance with the standards applicabl e under these prograns.
However, in the case of the tests for four paraneters (benzene,
sul fur, oxygen, and aromatics) the nmethods specified under the
two progranms are different.

The 40 CFR 80.81 exenption allows California refiners to
use the California Phase 2 programs test nethods instead of the
federal test nethods when producing California Phase 2 gasoline
that is used in California. However, California refiners are
required to use the federal test nethods specified under 40 CFR
80.42 for gasoline that is used outside California, including
conventi onal gasoline subject to the anti-dunping standards
specified under 40 CFR 80.101. You have requested that EPA
extend the test nethod exenption to gasoline produced by
California refiners that is exported from California.

EPA now recogni zes that under certain conditions it may be
appropriate to allow the use of non-federal test nethods for
gasoline exported from California because of the unique situation
that exists in California, as conpared to the remai nder of the
country. In particular, the standards under the California Phase
2 programw |l result in [ower emssions than will result from
federal RFG  Moreover, CARB is expected to enforce these
standards in a conprehensive, aggressive manner that will result
i n high conpliance.

Therefore, EPA intends to initiate a rul emaki ng to change
the federal RFG regulations to allow this additional testing
flexibility for California refiners. 1In addition, for alimted
time and in certain situations, EPA w Il inmrediately give
California refiners additional testing flexibility. In
particular, EPA will not enforce the requirenent, at 40 CFR
80.65(e) (1) and 80.101(i)(1)(i)(A), to test gasoline using the
federal test nethods specified under 40 CFR 80.46 for benzene,
sul fur, oxygen or aromatics, with regard to gasoline that is
produced in or inported into California but that is used outside
California, provided the refiner or inporter neets the follow ng
condi ti ons:

(1) The gasoline must be produced at a refinery located in
California at which gasoline neeting the California Phase 2
standards and requirenents is being produced; or the gasoline
must be inported into California fromoutside the United States
as California Phase 2 gasoline that neets the standards and
requi rements of the California Phase 2 program



(2) When exported fromCalifornia, the gasoline nust be
classified as federal conventional gasoline, and may not be
classified as federal RFG and

(3) The refiner nust correlate the results from any non-
federal test nethod to the nmethod specified under 40 CFR 80. 46
for any gasoline that is used outside California. This
correlation nust be satisfactorily denonstrated to EPA upon
request.

Enforcement of the RFG requirenments in this manner wll
expire at the conclusion of the rul emaking to incorporate these
changes to the testing nmethod requirenents in the federal RFG
regul ations. EPA intends to conplete the rul emaki ng by Septenber
1, 1997, at which tinme the requirenents will be enforced as
promrul gat ed.

Adj ust ment of the Reid Vapor Pressure Lower Limt.

The federal RFG programincludes standards for the
volatility, or Reid vapor pressure (RVP), of gasoline. The
maxi mum RVP of RFGis controlled primarily because of the
i ncreased VOC emi ssions that result fromgasoline with higher RVP
| evel s.

In addition, the m ni mum RVP of both refornul ated and
conventional gasoline is controlled because of limtations in the
data that were available to fornul ate em ssions nodels used in
the federal RFG program The m ni num RVP standard al so addresses
vehicle driveability problens, such as poor starting and running,
that can occur when low volatility gasoline does not vaporize in
the vehicle engine. As a result, under 40 CFR 80.42(c)(1), the
nati onwi de sunmertime mnimum RVP allowed in RFGis 6.6 pounds
per square inch (psi), although under 40 CFR 80.45(f)(1) this
m ni mum RVP st andard changes to 6.4 psi beginning in 1998.

The California Phase 2 program sets a maxi mum sunmerti ne
volatility standard of 7.0 psi. As a result, during the sumrer
California refiners currently nust neet an RVP standard of 6.6
psi mnimm (a federal standard) and 7.0 psi nmaxi nrum (a
California standard). You have requested that EPA change the
m ni num RVP standard for RFGto 6.4 psi in California. In
addi ti on, the Anerican Autonopbil e Manufacturers Associ ati on has
indicated in a letter to EPA that they agree to this change in
the case of California gasoline.

EPA bel i eves changing the mini nrum RVP standard for RFG in
California to 6.4 psi is appropriate, and in the very near future
intends to inplenment this change to the RFG standards through
rul enaki ng. Therefore, for alimted tine period, EPA will
forego enforcenment of the 6.6 psi mnimum RVP standard for RFG
under 40 CFR 80.42(c)(1) in California, provided the gasoline
has an RVP equal to or greater than 6.4 psi

Enforcement of the RFG requirenments in this manner wll



expire at the conclusion of the rul enaking to change the federal
RVP standard in California, which EPA intends to conplete by My
1, 1996, at which tinme the requirenments will be enforced as

pr onul gat ed.

Production of Certain California Gasoline That Does Not Meet the
Federal RFG Standard for Oxygen

Section 211(k) of the Clean Air Act requires that the RFG
standard for 2.0 weight percent (W% oxygen nust be nmet in each
covered area. Wen EPA pronul gated the 40 CFR 80.81 California
exenptions, the statew de standards for California Phase 2
gasol i ne woul d have been equal to or nore stringent than the
standards for federal RFG Wth regard to oxygen, the California
Phase 2 standards included a statewide flat limt of 1.8 to 2.2
wt % oxygen that was considered, in practice, to be equivalent to
the federal 2.0 wt% standard. As a result, there was no need to
di stingui sh between California Phase 2 gasoline used in the
federally covered areas and California Phase 2 gasoline used in
other markets in California, in order to have certainty that RFG
standards would be nmet in each federally covered area in
California.

The final California Phase 2 requirenents were changed,
however, and now al | ow gasol i ne that does not neet the federal
RFG standard for oxygen. Specifically, under two alternative
certification nethods there is no m ni nrum oxygen content
requirement for California Phase 2 gasoline. However, under 40
CFR 80.81(e)(2), if a California refiner uses an alternative
certification nethod they nust denonstrate to EPA that their
gasoline still neets all RFG per-gallon standards, or the
enforcenment exenption is withdrawmn. Therefore, 40 CFR 80. 81
in effect, requires that all California Phase 2 gasoline nust
neet the federal RFG standards in order to retain the enforcenent
exenptions. As a result, you have asked EPA to nodify its
requirements in order to allow California refiners to supply
California Phase 2 gasoline containing |l ess than 2.0 w % oxygen
to markets other than the federally covered areas.

EPA believes it is appropriate to nodify 40 CFR 80.81 as
you have requested, provided that requirenments are inplemented
that woul d ensure conpliance with the federal oxygen standard for
RFG i n each covered area in California. EPA further believes
that these requirenents could consist of annual gasoline quality
surveys for oxygen content in each California covered area. EPA
reached these concl usi ons because the California Phase 2
standards, with the exception of oxygen, are nore stringent than
t he standards for federal RFG including any gasoline fornul ation
certified using the California predictive nodel. In addition
these standards will be appropriately enforced by CARB. EPA al so
concludes there is no public health or environnental risk from
t he changed oxygen requirenments in non-federally covered areas.

Therefore, EPA intends to initiate a rulemaking to nodify 40
CFR 80.81 to allowrefiners to produce California Phase 2



gasol ine containing less than 2.0 wt % oxygen for use outside the
federally covered areas provided appropriate annual gasoline
quality surveys for oxygen are conducted in each covered area in
California. Further, these surveys nust show an average oxygen
content in each covered area of at least 2.0 W%

In addition, for a limted tinme and under certain
conditions, EPAwll allow California refiners to produce
gasoline that contains less than 2.0 wt % oxygen for use outside
the federally covered areas. |In particular, EPA will not enforce
the requirenent at 40 CFR 80.81(e)(2) that California refiners
nmust denonstrate that federal RFG per-gallon standards are net on
each occasion California Phase 2 gasoline is certified under
Title 13, California Code of Regul ations, section 2265 (dealing
with gasoline certification based on the California predictive
nodel ), provided that the follow ng conditions are net:

(1) A program of gasoline quality surveys nust be conducted
in each RFG covered area in California each year to nonitor
annual average oxygen content; and

(2) The surveys nust be conducted in accordance with each
requi rement specified under 40 CFR 80.68(b) and (c), dealing
with surveys for RFG quality, and 40 CFR 80.41(0) through (r),
dealing with the effects of survey failures, with the follow ng
excepti ons:

(a) The surveys nust eval uate for oxygen content, and
eval uation for other gasoline paranmeters is optional;

(b) A mininmumof four surveys (a survey series) nust be
conducted in each covered area each cal endar year, except that
the first survey series nust be conducted during the period June,
1996 through May, 1997, and the surveys conducted during the
period January through May, 1997 also will be included in the
1997 cal endar year survey series;

(c) For 1996 only, the survey program plan under 40 CFR
80.68(c)(15) mnmust be subnmitted to EPA no later than May 1
1996, and the contract with the survey contractor must be in
pl ace and the funds must be paid to the contractor or placed into
escrow, under 40 CFR 80.68(c)(16), by June 1, 1996.

Enforcenent of the RFG requirenents in this manner will
expire at the conclusion of the rulemaking to nodify 40 CFR
80.81 with regard to gasoline containing less than 2.0 w %
oxygen and to inplenment an oxygen gasoline quality survey
requirenent in California. EPA intends to conplete this
rul enaki ng by Septenber 1, 1997, at which tine the requirenents
will be enforced as promul gat ed.

It is inportant to note that California Phase 2 gasoline
t hat does not neet the RFG standards, including the oxygen
standard, is classified as conventional gasoline. |In addition,
the flexibility allowed in this letter does not alter the
prohi bitions under section 211(k)(5) of the Clean Air Act, and 40



CFR 80.78(a)(1), against selling or dispensing conventi onal
gasoline to ultinmate consuners in covered areas, and agai nst

sel ling conventional gasoline for resale in covered areas unl ess
the gasoline is segregated and marked as "conventi onal gasoli ne,
not for sale to ultimte consunmers in a covered area."

I f you have questions, you may call Janet Bearden, Acting
Director, Air Enforcenent Division, Ofice of Regulatory
Enf orcenent, at 202-564-2260.

Si ncerely,

I'sl 2129/ 96

St even A. Her nan
Assi stant Adm ni strator

cc: Miry D N chols
Assistant Adnministrator for Air and Radiation
U.S. Environnmental Protection Agency

M chael Schei bl e
Deputy Executive Oficer
California Air Resources Board
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