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Date of Hearing: September 26, 2024

ASSEMBLY COMMITTEE ON PETROLEUM AND GASOLINE SUPPLY
Cottie Petrie-Norris, Chair
ABX2 9 (Petrie-Norris) — As Introduced September 24, 2024

SUBJECT: Transportation fuels: specifications: production enhancement strategies

SUMMARY:: Requires the California Air Resources Board (CARB) to complete its multimedia
evaluation of gasoline containing up to 15% ethanol (E15) by July 1, 2025. Requires the
California Energy Commission (CEC) to report to the Legislature by July 1, 2025, on specified
potential solutions to increase the supply of gasoline identified by the 2024 CEC Transportation
Fuels Assessment.

EXISTING LAW:
Existing federal law:

1) The Federal Clean Air Act (FCAA) and its implementing regulations set National Ambient
Air Quality Standards (NAAQS) for six criteria pollutants, designate air basins that do not
achieve NAAQS as nonattainment, allow only California to set vehicular emissions
standards stricter than the federal government, and allow other states to adopt either the
federal or California vehicular emissions standards. (42 U.S.C. 8 7401 et seq.)

Existing state law:

1) Establishes CARB as the air pollution control agency in California and requires CARB,
among other things, to control emissions from a wide array of mobile sources and
implement the FCAA. (Health and Safety Code § 39500 et seq.)

2) Requires CARB to adopt and implement technologically feasible emission standards for new
motor vehicles to, among other things, ensure compliance with state air quality laws and the
FCAA, and prohibit vehicles that do not comply with those emissions standards from being
certified for use in the state. (Health and Safety Code § 43100 et seq.)

3) Requires, under the California Global Warming Solutions Act of 2006 (also known as AB
32), CARB to determine the 1990 statewide greenhouse gas (GHG) emissions level and
approve a statewide GHG emissions limit that is equivalent to that level to be achieved by
2020. (Health and Safety Code 838500 et seq.)

4) Requires CARB to ensure that statewide GHG emissions are reduced to at least 40% below
the 1990 level by December 31, 2030. (Health and Safety Code §38566)

5) Establishes Subarticle 7 (commencing with Section 95480) of Title 17 of the California
Code of Regulations (Low-Carbon Fuel Standard (LCFS)), a market-based compliance
mechanism administered by CARB to reduce the Carbon Intensity (CI) of transportation
fuels in California, as specified.

6) Creates the California Environmental Policy Council, consisting of the leaders of seven
specified state entities: the Environmental Protection Agency, the Department of Pesticide
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Regulation, the Department of Toxic Substances Control, CARB, the State Water Resources
Control Board, the Office of Environmental Health Hazard Assessment, and the Integrated
Waste Management Board. (Public Resources Code § 71017).

7) Prevents CARB from adopting any regulations setting specifications for motor vehicle fuels
unless that regulation, and a multimedia evaluation of any significant adverse impacts on
public health or the environment, have been reviewed by the California Environmental
Policy Council; and, makes provision for how the Council shall review any such regulation.
(Health and Safety Code § 43830.8).

8) Requires CARB to adopt motor vehicle fuel specification requirements for the control of air
contaminants and air pollution where it is necessary, cost effective, and technologically
feasible to do so. (Health and Safety Code § 43013).

9) Authorizes CARB to grant variances from motor vehicle gasoline fuel specifications and
requires a fee be assessed for fuel that would not meet specifications. (Health and Safety
Code § 43013).

10) Requires CEC to submit an analysis every three years assessing the transportation fuels
market in California. (Public Resources Code 88 25371-25371.3).

11) Requires CEC and CARB to produce, by December 31, 2024, a transportation fuels
transition plan on how to maintain affordable, reliable, equitable, and adequate fuels supply
as instate petroleum demand declines. (Public Resources Code § 25371.3).

FISCAL EFFECT: Unknown. This bill has not received a hearing from a fiscal committee.
BACKGROUND:

Multimedia Evaluations — In the 1990s, a common gasoline additive, methyl tert-butyl ether
(MTBE) was found to have contaminated groundwater in a number of wells throughout the state.
MTBE was used as an alternative to lead in gasoline, permitted by fuel specifications at the time
but not required. It also easily dissolves in water. Partly as a result of this contamination episode,
a series of reforms were made to the process by which fuel specifications are changed in the
state, in an effort to avoid future, unintended consequences of such changes.

The multimedia evaluation is that process. It is conducted by a working group and typically takes
2-5 years, based on a structure developed by the Universities of California, Davis and Berkeley.
That structure, according to CARB, includes the following assessment of fuels and the issues
unique to that given fuel:

1. Tier I: summary report (estimate: 1 year)
e Assesses existing scientific knowledge, identifies gaps, prepares experimental
plan to fill knowledge gaps.
2. Tier Il: experimental report (estimate: up to 3 years)
e Experiments are conducted to address knowledge gaps and conduct a risk
assessment.
3. Tier II: multimedia risk assessment final report (estimate: 1 year)
e Final report is prepared, reviewed, subject to scientific peer review, and
finalized.
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This process is conducted by staff of various departments with a role in evaluating or permitting
fuels, including CARB, the Department of Toxics Substances Control, the Office of
Environmental Health Hazard Assessment, the State Water Resources Control Board, the
Department of Pesticide Regulation, and the Office of the Fire Marshall. At the end of this
process, a recommendation is issued to the Environmental Policy Committee. That committee
then reviews the work of the multimedia evaluation and its working group, which then informs
CARB’s potential adoption of modified fuel specifications.

Ethanol Blends — Today, California gasoline is blended to constitute 10% ethanol by volume
(E10) at the pump, as is most gasoline in the U.S. Globally, this fuel ethanol is most commonly
produced from corn starch or sugar cane. In the U.S., most fuel ethanol is produced in the
Midwest from corn. Ethanol blends can be increased to 15% (E15) or 85% (E85) of total fuel
volume, but not all vehicles and jurisdictions enable this. According to the ethanol industry, only
California, Montana, and the Phoenix metro area do not have approved E15 blends. The federal
Department of Energy notes that in states that do offer E15 blends do not require its sale; of the
states that offer it, just over 3,000 stations make it available! (compared to more than 145,000
fueling stations across the U.S.).?

Slow Progress to Evaluate E15 — CARB began the process of a multimedia evaluation for
increasing ethanol blending in gasoline to up to 15% in 2018, completed Tier | of the multimedia
evaluation in 2020, and the scientific testing (albeit not the final report) in Tier Il in 2022. The
ethanol industry has shared with the committee that CARB circulated its Tier 111 report to
relevant agencies in late 2022; however, they opine little progress has been made since. CARB
currently estimates at least another full year may be required to complete the entirety of the
multimedia evaluation.

COMMENTS:

1) Author’s statement. According to the author, “ABX2-9 is a direct reflection of the
extensive conversations in recent informational hearings of the Petroleum and Gasoline
Supply Committee, and builds off of policies from the CEC’s Transportation Fuels
Assessment. ABX2-9 requires a thorough review of policies that enhance the production
of gasoline in two ways: requiring CARB to complete its analysis of 15% ethanol
blended gasoline, and requiring the CEC to explore ways to expand the size of the
Californian fuels market. These proposals will increase in-state supply through additional
channels, complementing the Governor’s proposal to increase gasoline supply in the state
via inventory requirements on refiners. The potential in both of these proposals to
increase supply and drive down costs at the pump is significant, and worthy of urgent
action during this special session.”

2) Technical Amendment Adoption. This committee received author’s amendments making
minor, technical changes that correct drafting errors and add statutory clarity. These
amendments will be adopted ahead of the committee hearing as author’s amendments.

! https://afdc.energy.gov/fuels/ethanol-e15

2 According to the American Petroleum Institute; https://www.api.org/oil-and-natural-gas/consumer-
information/consumer-resources/service-station-
fags#:~:text=The%20NACS%2C%20the%20association%20for,selling%20fuel%2C%20marinas%2C%20etc.
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Transportation Fuels Assessment. In August 2024, the CEC issued its first Transportation
Fuels Assessment, as required by a provision of SBX1-2 (Skinner, Chapter 1, Statutes of
2023). The assessment included several potential strategies worthy of further analysis that
could increase production of gasoline by modifying fuel standards, including:

¢ Increasing ethanol blending to 15% of fuel volume;

¢ Modifying the timing of summer-blend gasoline requirements;

e Allowing in-state use of non-CARBOB-compliant gasoline with a mitigation
fee; and,

e Sending CARBOB fuel to Reno through its pipeline connection to California.

It is these potential policies on which Section 2 of this bill seeks to require the CEC to
produce a timely recommendation to the Legislature. As elsewhere in this bill, this
section accelerates work underway without proscribing an outcome.

Expediting ethanol. Any decision to swap fuels involves trade-offs, including differences
in cost, carbon intensity, land use, emissions, and engine compatibility, among other
factors. As noted in the CEC’s Transportation Fuels Assessment evaluation of the
potential tradeoffs of blending E15 into Californian gasoline, such action has the
potential to lower the price of Californian fuel; presents fewer environmental harms than
E10, with approximately 1% loss of fuel economy for the consumer; and is already
permitted under federal rules. However, the Assessment likewise noted fueling
equipment and vehicles may lack capability of operating with E15 and require upgrades.
E15, while cleaner burning than gasoline, also increases the volatility of the fuel (ethanol
is an alcohol that evaporates more quickly than most gasoline components), often leading
to more ground-level air pollution.

This bill does accelerate the process underway at CARB to evaluate E15, but it does so
while preserving the existing statutory requirements of the multimedia evaluation.
However, the slow progress since the Tier Il scientific testing was circulated 2 years ago,
raises concern about resources constraints at CARB to finish this work, especially under
the accelerated timeline in this bill. As a result, the committee recommends amendments
that allow CARB to adopt a fee upon ethanol producers to cover CARB’s reasonable
costs to complete its analysis and develop a regulatory standard for E15.

Further amendments. This bill directs the CEC to produce more thorough analyses and
produce recommendations to the Legislature on potential strategies to increase fuel
production. This may involve inherent tradeoffs with considerations of air quality. As
such, the committee recommends the work of the CEC in Section 2 of the bill be done in
consultation with CARB.

Prior legislation.

SBX2-1 (Skinner) requires wide-ranging data reporting to the CEC by various specified
entities in the California petroleum and transportation fuels supply chain, authorizes the
CEC to establish a maximum gross gasoline refining margin and penalty on gasoline sold
in the state, creates an independent Division of Petroleum Market Oversight, and required
reporting to the Legislature, including a recurring transportation fuels assessment and a
one-time transportation fuels transition plan. Status: Chapter 1, Statutes of 2023.
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AB 1279 (Muratsuchi) establishes that it is state policy to achieve net zero greenhouse
gas emissions reductions no later than 2045. Status: Chapter 337, Statutes of 2022.

SB 529 (Bowen) established the multimedia evaluation review process for motor vehicle
fuels, and made other related changes. Status: Chapter 813, Statutes of 1999.

REGISTERED SUPPORT / OPPOSITION:
Support

None on file.

Opposition

None on file.

Analysis Prepared by: Laura Shybut/P. & G. S. /(916) 319-2083



