
 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

  



 

 

 



 

 

Estimated Cost Savings for Relaxation of the Federal Reid Vapor Pressure (RVP) Gasoline  
Volatility Standard for 13-county Atlanta, Georgia Area  

August 26, 2019   

Purpose of paper    

To describe the methodology for quantifying potential cost savings for OTAQ’s final rule to 
respond to Georgia’s request to relax the federal summertime Reid Vapor Pressure (RVP) 
standard in the 13-county Atlanta, GA area.  This paper documents the estimated savings of this 
final rule under E.O. 13771.     

  

Background on the final rule  

The final rule, “Relaxation of Federal Reid Vapor Pressure (RVP) Gasoline Volatility Standard 
for the Atlanta RVP Area” is the final step in response to a request by Georgia.  Georgia’s 
request contained the requisite information and data to support the relaxation of the RVP 
standard for summertime gasoline from 7.8 pounds per square inch (psi) to 9.0 psi in the Atlanta 
area.  This action removes a regulatory burden and reduces the cost to produce gasoline that is 
sold in the Atlanta area during the summer ozone season, from June 1st through September 15th 
of each year.  The final rule removes the federal low RVP requirement and can be considered a 
routine administrative action.   

Methodology  

The cost methodology described below applies an estimated per-gallon cost savings for removing 
the low RVP requirement in the Atlanta area to the estimated gasoline consumption there to 
estimate the overall cost savings.    

Estimated Per-Gallon Cost  

The estimated cost savings for relaxing the low RVP requirement in the Atlanta area is based on 
a cost study for Tier 3 sulfur control authored by Mathpro.1  However, a review of the study 
revealed that several adjustments were necessary to adapt the RVP costs in the Mathpro study to 
this analysis.   

o The capital cost additions and associated fixed costs estimated by Mathpro for adding a 
low RVP program would not apply for removing the low RVP requirement because the 
capital costs are sunk.  The capital and fixed operating costs represent about 42 percent of 
the 3.9 cents/gallon (c/gal) cost for the low RVP program, so a 0.58 factor was applied to 
exclude the capital and fixed costs.    

 
1 “Refining Economics of a National Low Sulfur, Low RVP Gasoline Standard, Study performed for the 
International Council for Clean Transportation,” Mathpro Inc., October 25, 2011.  



 

 

o The Mathpro analysis costed out a decrease of 1 psi (9 to 8 psi), while the Atlanta area 
RVP relaxation would be a 1.2 psi (7.8 to 9 psi) increase.  The Mathpro RVP costs were 
ratioed up by a factor of 1.2 to account for the RVP increase in the Atlanta area.   

o The Mathpro RVP cost analysis was conducted when crude oil prices were higher and 
therefore used a crude oil price of $90/barrel (bbl).  U.S. refinery crude oil purchases of 
Brent on the spot market have recently been approximately $65/bbl.  EIA’s June 11, 2019 
Short Term Energy Outlook reported the price of Brent Crude as $66.69/bbl.  This is the 
price EPA used in this analysis.  To adjust for the lower crude oil prices in 2019, the 
Mathpro RVP cost was adjusted by a ratio of 66.69/90.  Using a ratio of crude oil prices 
as an adjustment is reasonable because most of the cost of RVP control is attributed to the 
lower value of butane when it is removed from gasoline, and butane is usually priced 
proportional to crude oil prices.  This adjustment also effectively adjusts the Mathpro 
study from 2010 dollars to current year dollars.  

These various adjustments result in an estimated cost savings of 2.03 cents per gallon when the 
low RVP requirement in the Atlanta area is relaxed.    

Gasoline Consumption in the 13-county Atlanta Area   

Specific gasoline consumption data is not available for small regions of the country, such as the  
13-county Atlanta area, so it is estimated using population data and overall gasoline 
consumption.  

o In 2018, the gasoline consumption in the U.S. was 374.6 million gallons per day.2   o 
Summertime gasoline consumption accounts for about 46% of total gasoline consumption 
during the year.3   

o According to the 2010 Census, the U.S. population was 308.7 million people in 2010.3 
Based on the growth in the U.S. population between 2000 and 2010, the U.S. population 
is estimated to be 336 million in 2020.    

o Applying the same methodology as used for the U.S. population, the population of the  
13-county Atlanta area is estimated to be approximately 5.4 million people, or about  
1.6% of the population of the entire U.S.4    

Applying the ratio of the estimated population of the Atlanta area to that of the entire U.S. to 
U.S. gasoline demand and reducing the volume further by the 46 percent factor to account for 
summertime gasoline volume, the 13-county Atlanta area is estimated to consume about 1 billion 
gallons of gasoline during June 1 to September 15, 2018.    

 
2 Energy Information Administration – Prime Supplier Sales Volume  3 
Gasoline batch reporting data refiners report to EPA.    
3 U.S. Department of Census data.  
4 Ibid.  

  



 

 

Overall Cost Savings  

The overall cost savings in 2020, the first year that the RVP relaxation will apply in the Atlanta 
area is approximately $20.5 million, which is the product of the per-gallon cost and the gasoline 
consumption.  Since this is a step change in gasoline properties which will carry on indefinitely, 
the cost savings are projected into the future making some important adjustments, and then 
discounted back to the present.    

o Based on Energy Information Agency (EIA) projections, the price of crude oil will 
increase in the future (increasing to $107.90/bbl in 2050), so the per-gallon savings 
for the Atlanta RVP relaxation will increase over time.  The per-gallon savings are 
adjusted in future years based on the ratio of the projected crude oil price in a future 
year to the crude oil price in 2020 ($73.3/bbl).  

o Based on EIA projections, gasoline consumption will trend slightly downward before 
slowly turning upward in 2043 due to increased economic activity.  

o The future costs are projected out to 2050 which is the last year that EIA projects 
crude oil prices and gasoline consumption.5    

The total cost savings for 2020 to 2050, discounted back to 2020 using a 3% discount rate is 
$399 million, and based on a 7% discount rate is $228.7 million.      

  

            Atlanta RVP Relaxation:  
Undiscounted Cost Savings (2020-2050)  

Year  
Costs Savings  

(in 2016$)  

2020  $20,151,600   

2021  $20,138,322   

2022  $19,775,878   

2023  $19,825,985   

2024  $20,162,852   

2025  $20,264,593   

2026  $20,638,952   

2027  $20,887,853   

2028  $20,973,565   

2029  $21,049,702   

 
5 EPA typically evaluates the costs and benefits of its proposed and final regulations using AEO projections through 
the last year of the AEO projections.  



 

 

2030  $21,088,995   

2031  $21,122,999   

2032  $21,182,768   

2033  $21,211,581   

2034  $21,241,936   

2035  $21,275,770   

2036  $21,342,948   

2037  $21,417,677   

2038  $21,530,047   

2039  $21,653,088   

2040  $21,754,382   

2041  $21,867,681   

2042  $21,993,690   

2043  $22,130,885   

2044  $22,281,706   

2045  $22,414,302   

2046  $22,526,425   

2047  $22,682,244   

2048  $22,789,301   

2049  $22,875,284   

2050  $22,907,797   

Totals  $663,160,806   
  
  



 

 

Estimated Cost Savings for Relaxation of the Federal Reid Vapor Pressure (RVP) Gasoline 
Volatility Standard for the 5-Parish Baton Rouge, Louisiana Area  

  
9/5/2018  

  
  

Purpose of paper    

To describe the methodology for quantifying potential cost savings for OTAQ’s final rule to 
respond to the State of Louisiana’s request to relax the federal Reid Vapor Pressure (RVP) 
standard which applies to summertime gasoline in the 5-parish Baton Rouge, LA Area.     

  

Background on final rule  

The final rule, “Approval of Louisiana’s Request to Relax the Federal Reid Vapor Pressure (RVP) 
Gasoline Standard for the Baton Rouge Area” is the final step in response to a request by the 
Louisiana Department of Environmental Quality (LDEQ).  LDEQ’s request contained the 
requisite information and data to support the relaxation of the RVP standard for summertime 
gasoline from 7.8 pounds per square inch (psi) to 9.0 psi in the five Louisiana parishes of East 
Baton Rouge, West Baton Rouge, Livingston, Ascension, and Iberville which comprise the 
Baton Rouge Area.  This action would remove a regulatory burden and would reduce the cost to 
produce gasoline that is sold in the Baton Rouge Area during the summer ozone season, from 
June 1st through September 15th of each year.  Since this final rule is removing the federal low 
RVP requirement in the Area, it can be considered a routine administrative action.   

  

Methodology  

The cost methodology described below applies an estimated per-gallon cost savings for removing 
the low RVP requirement in the Baton Rouge Area to the estimated gasoline consumption there 
to estimate the overall cost savings.    

Estimated Per-Gallon Cost  

The estimated cost savings for waiving the Baton Rouge Area’s low RVP program was based on 
a cost study for Tier 3 sulfur control conducted by Mathpro.6  However, a review of the study 
revealed that several adjustments were necessary to adapt the RVP costs in the Mathpro study to 
this analysis.   

o The capital cost additions and associated fixed costs estimated by Mathpro for adding 
a low RVP program would not apply for removing the low RVP requirement because  

 
6 Refining Economics of a National Low Sulfur, Low RVP Gasoline Standard, Study performed for The 
International Council for Clean Transportation,” Mathpro Inc., October 25, 2011.  



 

 

the capital costs are sunk.  The capital and fixed operating costs represent about 42 
percent of the 3.9 cents/gallon (c/gal) cost for the low RVP program, so a 0.58 factor 
was applied to exclude the capital and fixed costs.    

o The Mathpro analysis costed out a decrease of 1 psi (9 to 8 psi), while the Baton  
Rouge Area RVP relaxation would be a 1.2 psi (7.8 to 9 psi) increase.  The Mathpro 
RVP costs were ratioed up by a factor of 1.2 to account for the RVP increase for the 
Baton Rouge Area.   

o The Mathpro RVP cost analysis was conducted when crude oil prices were higher and 
therefore used a crude oil price of $90/barrel (bbl).  U.S. refinery crude oil purchases 
in much of 2018 have averaged in the $60/bbl to slightly over $70/bbl so far in 2018.  
The August 8th Short term energy outlook placed the cost of Brent at $71.74/bbl. To 
adjust for the lower crude oil prices in 2017, the Mathpro RVP cost was adjusted by a 
ratio of 71.74/90.  Using a ratio of crude oil prices as an adjustment is reasonable 
because most of the cost of RVP control is attributed to the lower value of butane 
when it is removed from gasoline, and butane is usually priced proportional to crude 
oil prices.  This adjustment also effectively adjusts the Mathpro study from 2010 
dollars to current year dollars.  

These various adjustments result in an estimated cost savings of 2.18 cents per gallon when the 
low RVP program in the Baton Rouge Area is relaxed.    

Baton Rouge Area’s Gasoline Consumption  

Specific gasoline consumption data is not available for small regions of the country, such as the 
Baton Rouge Area, so it is estimated using population data and overall gasoline consumption.  

o Based on the Energy Information Agency’s (EIA’s) prime supplier sales volume 

report for May 2018, the gasoline consumption in the U.S. was 385.7 million gallons 

per day.    

o Summertime gasoline consumption accounts for about 46% of total gasoline 

consumption during the year.7   

o According to the 2010 Census, the U.S. population was 308.7 million people in 

2010.8 Based on the growth in the U.S. population between 2000 and 2010, the U.S. 

population is estimated to be 333.39 million in 2019.    

o Applying the same methodology as used for the U.S. population, the population of the  

5-parish Baton Rouge Area is estimated to be just under 820,000 people, or about  

0.25% of the population of the entire U.S.9    

 
7 Based on gasoline batch reporting data refiners report to EPA.    
8 U.S. Department of Census data.  
9 Ibid.  



 

 

Applying the ratio of the estimated Baton Rouge Area population to that of the entire U.S. to  
U.S. gasoline demand and reducing the volume further by the 46 percent factor to account for 
summertime gasoline volume, the Baton Rouge Area is estimated to consume about 160 million 
gallons of gasoline during June 1 to September 15, 2018.    

  

Overall Cost Savings  

The undiscounted overall cost savings in 2019, the first year that the RVP relaxation will apply 
in the Baton Rouge Area is $3.5 million, which is the product of the per-gallon cost and the 
gasoline consumption.  Since this is a step change in gasoline properties which will carry on 
indefinitely, the cost savings are projected into the future making some important adjustments, 
and then discounted back to the present.    

o Based on EIA projections, the price of crude oil will increase in the future (increasing 
to $114/bbl in 2050), so the per-gallon savings will increase over time.  The per 
gallon savings are adjusted in future years based on the ratio of the projected crude oil 
price in a future year to the crude oil price in 2018 ($71.74/bbl).  

o Based on EIA projections, gasoline consumption will trend slightly downward before 
slowly turning upward in 2044.as economic activity increases.   

o The future costs are projected out to 2050 which is the last year that EIA projects 
crude oil prices and gasoline consumption.10    

o The estimated stream of undiscounted costs, adjusted for future crude price and 
gasoline demand, from 2019 to 2050 are shown in Table 1.  

 

The total cost savings for 2019 to 2050, discounted back to 2018 using a 3 percent discount rate 
is $89.5 million, and based on a 7 percent discount rate is $52.7 million.      

    
  

 
10 EPA typically evaluates the costs and benefits of its proposed and final regulations using AEO projections through 
the last year of the AEO projections.  



 

 

Table 1. Undiscounted Cost Savings (2019-2050)  
Year  Estimated Cost Savings (2016$)  
2019  $3,471,329  
2020  $4,234,113  
2021  $4,574,520  
2022  $4,645,940  
2023  $4,658,173  
2024  $4,606,031  
2025  $4,534,844  
2026  $4,512,792  
2027  $4,474,493  
2028  $4,468,163  
2029  $4,456,873  
2030  $4,426,581  
2031  $4,455,319  
2032  $4,437,480  
2033  $4,434,788  
2034  $4,454,193  
2035  $4,458,927  
2036  $4,445,841  
2037  $4,520,428  
2038  $4,543,517  
2039  $4,564,243  
2040  $4,602,872  
2041  $4,644,812  
2042  $4,661,945  
2043  $4,691,794  
2044  $4,747,363  
2045  $4,781,977  
2046  $4,811,790  
2047  $4,866,536  
2048  $4,938,231  
2049  $5,014,805  
2050  $5,070,149  

  


