DIVISION OF PETROLEUM
MARKET OVERSIGHT

June 12, 2026

The Honorable Gavin Newsom
Governor

1021 O Street, Suite 2000
Sacramento, CA 95814

The Honorable Monique Limén
Senate President pro Tempore
1021 O Street, Suite 8518
Sacramento, CA 95814

The Honorable Robert Rivas
Speaker of the Assembly
1021 O Street, Suite 8330
Sacramento, CA 95814

Re: California Gasoline and Diesel Market Update
Dear Governor Newsom, President pro Tempore Limén, and Speaker Rivas:

The Division of Petroleum Market Oversight (DPMO) is providing this California
Gasoline and Diesel Market Update to provide addifional fransparency to
policymakers and consumers amid rising oil and fuel prices.

The Iran conflict has created “the largest supply disruption in the history of the
global oil market.”! Because crude oil and fransportation fuels are priced on
national and global markets, this conflict has driven up gasoline, diesel, and jet
fuel prices for consumers across the country, ending two years of lower, more
stable retail prices in California.

The ongoing global supply disruption has highlighted two market structure issues
causing additional pain at the pump: (1) California’s persistently high branded
prices, which have driven gasoline prices above $6/gal in unweighted
estimates; and (2) unusual and sustained price spikes on the privately-assessed
petroleum diesel spot market that have driven up retail diesel prices statewide.

Iran Conflict Update

Between February 28 and June 12, 2026, retail prices for regular gasoline have
increased by $1.14/gal in California, according to OPIS/AAA estimates. For
comparison, the average U.S. statewide price increase during the same period

I International Energy Agency, “Oil Market Report — March 2026” (March 12, 2026),
https://www.iea.org/reports/oil-market-report-march-2026.
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is $1.19/gal, and the median price increase is $1.18/gal. California’s retail price
increase ranks 32nd among U.S. states and the District of Columbia. (The state
with the highest price increase is Utah, at $1.59/gal.) See Exhibit 1.

Exhibit 1: California Gasoline Price Increases Consistent with National Average

U.S. Regular Gasoline Price Increases, $/gal
February 28, 2026 - June 12, 2026
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DPMO analysis of AAA/Qil Price Information Service (OPIS) data.

California has the third largest oil refining sector in the U.S., behind only Texas
and Louisiana. In-state refineries continue to be the main source of
transportation fuels, supplemented by imports of both crude oil and refined
products. In the last several weeks, product inventories (including gasoline
inventories) on the West Coast have been consistent with, and sometimes
healthier than, inventories in the rest of the U.S.2

California has been a net marine importer of gasoline since the late 2010s,
though it also exports large amounts of gasoline via pipeline to Arizona and
Nevada.3 Since crude oil and refined products are traded on global markets,

2 Cdlifornia Energy Commission (CEC) Vice Chair Siva Gunda, “Update on the State’s Efforts to
Ensure Affordable and Reliable Fuel Supply” (June 3, 2026),
https://seuc.senate.ca.gov/system/files/2026-06/06-03-26-cec-1-presentation.pdf.

3 See Armando R. Colina, Bulat Gafarov, James Hasbany, and Jens Hilscher, “Can Imports
Stabilize California Gasoline Prices in the Face of Refinery Closures” (February 2026),
https://s.giannini.ucop.edu/uploads/pub/2026/02/27/v29n3 3 0ZBYSxj.pdf.
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both net-importing regions and net-exporting regions have seen prices rise.4 For
example, the U.S. Gulf Coast has seen comparable price increases as petroleum
exports reach record highs and local inventories are drawn down.5

Regardless, prolonged disruption of the Strait of Hormuz poses serious risks for the
world’s oil market.¢ Alongside the California Energy Commission (CEC) and other
state agencies, DPMO proactively monitors the market. Thanks to the
transparency and oversight tools in Senate Bill X1-2, California has critical
forward visibility into supply conditions, allowing DPMO to collaborate with the
CEC and other state agencies to respond to potential shortfalls.”

Gasoline Market Update

On March 19, 2026, DPMO issued an enforcement bulletin and consumer
advisory informing market participants that it is closely monitoring refining,
wholesale, and retail markets to ensure that firms do not opportunistically raise
prices above input cost increases.8 As part of this effort, DPMQO’s investigative
counsel contacted approximately 20 of the highest-priced retail gasoline
stations (generally exceeding $7-8/gal). This ongoing effort is focused on
determining whether these high prices are supported by increased input costs
(including costs imposed vertically by fuel suppliers).

DPMOQ'’s retail investigation is occurring at a time when higher prices atf the
pump bring renewed attention to California’s branded-unbranded price
spread. As DPMQ's previous work has shown, branded gasoline prices in
California have dramatically outpaced unbranded gasoline prices. As of 2026,
branded gasoline is $0.31/gal more expensive on average than unbranded
gasoline in California, but just $0.06/gal more expensive on average than

4See Emmett Lindner, “America is an Oil Exporter. Why Does a Mideast War Raise U.S. Gas
Prices” (March 10, 2026), https://www.nytimes.com/2026/03/10/business/gasoline-price-
energycosts.html.

5 See Spencer Kimball, “U.S. crude oil exports surge to record as tankers flock to Gulf Coast
during Iran war” (May 3, 2026), https://www.cnbc.com/2026/05/03/us-crude-oil-exports-surge-to-
record-as-tankers-flock-to-gulf-coast.html,; and Liz Hampton and Georgina Mccartney, “U.S.
crude and gasoline inventories fell last week on strong demand, EIA says” (May 20, 2026),
https://www.reuters.com/business/energy/us-crude-gasoline-inventories-fell-last-week-distillates-
rose-eia-says-2026-05-20/.

6 See Patrick Wintour, “Oil markets nearing ‘red zone' as Iran crisis continues, warns I[EA chief”
(May 21, 2026), https://www.theguardian.com/world/2026/may/21/oil-markets-nearing-red-
zone-as-holiday-season-nears-warns-iea-chief.

7 For example, in September 2025, DPMO issued a market update identifying an emerging
supply shortfall due to refinery maintenance, which was followed by an increase in on-the-water
imports. See DPMO, “Cadlifornia Gasoline Market Update and Consumer Advisory” (September
16, 2025), https://www.energy.ca.gov/sites/default/files/2025-

092/DPMQO_Cadlifornia_Gasoline Market Update and Consumer Advisory Sept 2025 ada.pdf.

8 DPMO, “Enforcement Bulletin and Consumer Advisory” (March 19, 2026),
https://www.energy.ca.gov/sites/default/files/2026-

03/DPMO_Enforcement Bulletin.and Consumer_Adyvisory ada.pdf.
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unbranded gasoline in the rest of the U.S.? Similar findings regarding the
dispersion between branded and unbranded prices have been published by
CEC and the California Department of Tax and Fee Administration (CDTFA).10

New analysis from DPMQO’s Economics Branch illustrates the extent of this issue.
Since the 2010s, major brands have become significantly more expensive than
their most affordable competitors within a one-mile radius. Chevron and Shell
are the highest-priced retail brands in California. Relative to its lowest priced
competitors within a one-mile radius, Chevron-branded stations had an
average price premium of $0.19/gal in 2010, which increased to over $0.65/gall
in 2026. The premium for Shell-branded gasoline likewise increased from an
average of $0.19/gal in 2010 to $0.54/gal in 2026. See Exhibit 2.

Exhibit 2: In California, Major Brands Have Become Significantly More Expensive
Than Their Most Affordable Local Competition

Average Branded Price Premium Over Local Market Minimum (2025%/gal)
3-Month Moving Average
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DPMO analysis of OPIS data.

On a statewide level, there is roughly a $0.70/gal spread between Chevron-
branded stations and hypermarts (like Costco). This is without any public
evidence confirming that branded gasoline outperforms unbranded gasoline in

? DPMO, “The Iran Conflict and Impacts on Transportation Fuel Prices in California™ (June 3,
2026), https://seuc.senate.ca.gov/system/files/2026-06/06-03-26-dpmo-presentation.pdf.

10 CEC and Cadlifornia Department of Tax and Fee Administration (CDTFA), “2025 Review of the
Price of Gasoline in California and Related Effect on State Revenues” (May 2026),
https://efiling.energy.ca.gov/GetDocument.aspx2tn=269849; CEC and CDTFA, “2024 Review of
the Price of Gasoline in California and Related Impact on State Revenues” (May 2024),
https://autl.assembly.ca.gov/system/files/2024-05/cdtfa cec-joint-report-2024-gasoline-revenue-
report 0.pdf.
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California. All gasoline sold in California is required to contain detergent
additives that pass standards comparable to the TOP TIER™ standards.'2 While
major brands maintain brand standards for their retail stations (including
advertising, lighting, and uniforms) this does not explain why the spread
between branded and unbranded gasoline is so large in California specifically.

California’s high branded prices are even affecting how statewide retail
gasoline averages are measured. AAA/QIl Price Information Service (OPIS)
California retail prices, which are not volume weighted (and therefore do not
account for more consumers shopping at lower-priced alternatives), are often
$0.15-$0.25/gal higher than the federal Energy Information Administration’s (EIA)
California retail prices, which are volume weighted. It is the major brands that
pushed AAA/OPIS reported prices above $6/gal, while EIA’s California prices
remained below $6/gal.’3

Diesel Market Update

California is a global leader in the production of renewable diesel and biodiesel,
which are chemically similar to petroleum diesel but not produced from crude
oil. By 2023, alternative diesels represented the majority of all diesel sold in
California.™ Because of this, California’s oil refineries have historically produced
a surplus of petroleum diesel, most of which is exported. The prices of both
petroleum diesel and alternative diesel fuels are typically stable (with renewable
diesel typically trading at a discount).

A month into the conflict, however, California diesel prices began increasing
more than prices in the rest of the United States. DPMO has identified two
market structure issues: First, as DPMO has described previously, wholesale fuel
prices are assessed by OPIS, a private price reporting agency owned by News
Corp., based on voluntarily reported trades, bids, and offers.15 This made it
possible for petroleum spot diesel prices in San Francisco to spike on just a few
reported trades in late March, and then “freeze” at high levels for several weeks
when OPIS received no new reports.1¢ Second, OPIS and market participants link

1T DPMO, *2024 Annual Report” (October 2025), pp. 21-24,
https://www.energy.ca.gov/sites/default/files/2025-10/CEC-200-2025-001.pdf.

12 CEC, "Additional Analysis on Gasoline Prices in California" (October 2019), p. 9,
https://www.energy.ca.gov/sites/default/files/2025-07/Gas_Price Report_ada.pdf.

BDPMO, “The Iran Conflict and Impacts on Transportation Fuel Prices in California.”

14U.S. Energy Information Administration, “Consumption of renewable diesel continues growth
frend on the U.S. West Coast” (February 18, 2025),
https://www.eia.gov/todayinenergy/detail.php2id=64566.

15 DPMO, “Core Options for Reforming the Spot Market” (January 31, 2024),
https://efiling.energy.ca.gov/GetDocument.aspx2tn=254283.

16 As one market participant noted, “Despite active offers for May barrels some 35-45 cents
cheaper, prompt RD prices trading 35-45 cents lower, rack prices posted 20-22 cents lower than
spof, and neighboring markets frading 45-55 cents lower, the pricing agencies have stuck with
their ‘'see nothing, do nothing' stance and left their index prices alone at an inflated 75-80 cent
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alternative diesel prices to petroleum diesel prices throughout the supply chain,
causing alternative diesel prices to rise with crude oil even though they use
different feedstocks.

DPMQO’s analysis of the diesel market is early and ongoing. We will incorporate
any additional findings and recommendations into subsequent public
communications and continue coordinating with the CEC and other state
agencies on this critical issue.

Conclusion

DPMO is committed to working with you, the CEC, the Attorney General’s
Office, and other state agencies and stakeholders to protect consumers during
this global energy disruption. Should you have any questions about this Market
Update or about our market oversight work, please contact Sarah Brady,
Director of the CEC's Office of Governmental and International Affairs, at
sarah.brady@energy.ca.gov or (216) 664-1754.

Sincerely,

Tai S. Milder
Director
Division of Petroleum Market Oversight

CC:. Members, Senate Committee on Energy, Utilities, and Communications
Members, Assembly Committee on Utilities and Energy Members
David Hochschild, Chair, California Energy Commission
Siva Gunda, Vice Chair, California Energy Commission

premium to May futures.” See TACEnergy, "“Energy Prices Slide Despite Persistent Supply and
Pricing Distortions” (April 17, 2026), https://www.tacenergy.com/news-and-views/market-
talk/energy-prices-slide-despite-persistent-supply-and-pricing-distortions.
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