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MEMORANDUM

DATE:
November 10, 2009

TO:

Sponsors of Oregon House Bill 3497

FROM:
Katy Coba, Director  [image: image2.emf]


Oregon Department of Agriculture

SUBJECT:
Possible discontinuation of non-ethanol blended premium gasoline production by refineries in the State of Washington

The Oregon Department of Agriculture has learned that four motor fuel refineries in the State of Washington recently voted to reduce the octane specification of premium gasoline from 92 to 90.  This change could cause serious impacts to some of Oregon’s gasoline consumers, so we wanted to alert you to this situation.  

Below is some background information about premium gasoline and a discussion of how the proposed changes could affect consumers, including Oregon’s aviation community and many others whose equipment requires non-ethanol blended gasoline.

What is premium fuel and how is it made?

Gasoline that is referred to and sold as “premium,” “super,” or other similar terms is required to have a 91 antiknock index (octane) or higher rating through standards established by the National Conference on Weights and Measures (NCWM).  One of the characteristics of ethanol blending is that it raises the octane of the gasoline.  Oregon mandates 10% by volume ethanol be added to gasoline to meet the renewable fuel standard. 

To avoid creating an overly high octane, fuel distributors may “blend down” the 92 octane non-ethanol blended gasoline with regular grade and then blend in 10% by volume ethanol, resulting in a 91 or 92 octane finished product.  But once again, to be labeled and sold as “premium,” the gasoline must be a minimum 91 octane.  A 90 octane gasoline would only qualify as a “mid-grade.” 

Most “premium” labeled gasoline sold in Oregon has a 92 octane rating.  Currently, only 92 octane non-ethanol blended premium gasoline is imported into Oregon from the refineries in the State of Washington.  

Allowed uses of non-ethanol blended premium fuel

Oregon’s renewable fuel standard requires gasoline sold in Oregon to be a 10% ethanol blend.  As the standard took effect in Oregon in early 2008, several fuel consumer groups expressed concerns about the impacts of ethanol-blended gasoline to their equipment and vehicles.  To address these concerns, the Oregon legislature passed Senate Bill 1079 in the February 2008 special session.  

Senate Bill 1079 allows Oregon fuel dealers to sell non-ethanol blended regular, mid-grade, or premium gasoline for very specific uses including small aircraft, watercraft, power tools, all-terrain vehicles, and certain other off-road uses.  As a result of this bill, several fuel dealers and retailers in Oregon chose to offer non-ethanol gasoline for sale for these off-road uses.

Senate Bill 1079 helped satisfy the concerns of Oregon’s aviation community about using ethanol-blended gasoline in small aircraft.  Many pilots of small and experimental aircraft have FAA certificates that allow them to use premium automotive gasoline in their aircraft.   Furthermore, other consumers’ equipment may require non-ethanol blended gasoline for proper operation.

Senate Bill 3497 passed in the 2009 legislative session and allowed fuel dealers to sell non-ethanol blended gasoline with an octane rating of 91 or higher for any use.  Proponents of this bill hoped it would encourage additional fuel dealers and retailers to offer non-ethanol blended gasoline for sale and satisfy the demands of consumers.  This change is scheduled to take effect January 1, 2010.

Possible discontinuation of non-ethanol blended 92 octane premium fuel 

The department has learned that the refineries in the State of Washington have voted to reduce the octane specification of the non-ethanol blended premium gasoline from 92 to 90.  This means non-ethanol blended 92 octane premium gasoline will no longer be transported via the Olympic pipeline into Portland and via the Kinder-Morgan pipeline from Portland to Eugene. Consequently, as of around December 1, 2009, 91 or above octane (“premium”) non-ethanol blended gasoline will not be available in the State of Oregon.

The proposed changes are likely occurring for several reasons.

· Demand for non-ethanol blended premium gasoline is a relatively small portion of the overall demand for premium gasoline in Oregon.  

· There are not enough fuel storage tanks at the Portland and Eugene fuel terminals to store both 90 octane and 92 octane gasoline.

· It is less expensive for refiners to produce a 90 octane gasoline and subsequently blend it with ethanol to achieve the 92 octane finished product.

Potential impacts to users of non-ethanol blended premium fuel

Many of Oregon’s small aircraft operators use 92 octane non-ethanol blended automotive gasoline (also called “mogas”) in their aircraft.  These operators have FAA certificates for their aircraft allowing the use of premium automotive gasoline.  The FAA strongly cautions against using ethanol-blended gasoline in small aircraft for several safety reasons.  In addition to the aviation community, other users of non-ethanol blended gasoline may require a premium grade product as well.

If the highest non-ethanol blended octane gasoline in Oregon becomes 90, this could cause significant problems to some operators within Oregon’s aviation community.  They would no longer have an automotive gasoline product available that is safe to use in their airplanes.  The only other alternative fuel available to these operators would be aviation gasoline, which is not subject to the ethanol blending requirement.  However, aviation gasoline is more expensive and the department has received feedback from some small aircraft operators that aviation gasoline can also cause problems in aircraft performance.

Possible solutions

The intent of Senate Bill 3479 was to promote wider availability of non-ethanol blended gasoline by allowing 91 or higher octane premium gasoline to be sold without ethanol.  To achieve the intent of this bill, the sponsors could consider changing the exemption during the February 2010 special session to allow non-ethanol blended 90 octane or higher fuel to be sold.  Although this solution may increase the number of locations where non-ethanol blended gasoline is sold, it will not address the concerns of small aircraft operators those who need it for other applications.

We are happy to meet with you to discuss additional solutions to help satisfy the needs of Oregon’s gasoline consumers.  If you would like to set up a meeting, please contact my assistant, Sherry Kudna, at (503) 986-4619.


