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Key messages

The ACCC received a new petrol monitoring Direction

On 16 December 2019, the Treasurer issued a Direction to the ACCC to monitor the prices, costs and
profits relating to the supply of petroleum products in the petroleum industry in Australia for a further
three years.

The Direction provides for the ACCC to produce reports focusing on particular aspects of the fuel
market of consumer interest in relation to prices, costs and profits at least once per quarter from

1 January 2020. These will include regular quarterly reports on movements in prices in the capital cities
and regional locations across Australia (of which this is the first report under the new Direction) and
industry reports on specific topics.

The ACCC’s role is to promote effective competition and informed consumers in petrol markets, so
that resources are used efficiently and markets work in the interests of consumers. High prices and
margins do not necessarily indicate a breach of the Competition and Consumer Act 2010. Without
anti-competitive agreements or misuse of market power, ‘profiteering’ or ‘price gouging’ is not illegal.
The ACCC does not set prices or profit margins in petrol markets, and it is not able to restructure petrol
markets or make them operate more efficiently.

The ACCC'’s petrol monitoring role is to assist consumers to navigate this complex industry. Through
its petrol monitoring reports, industry reports and other information channels, the ACCC promotes
transparency in the Australian petroleum industry and improved public awareness of the factors that
determine retail petrol prices.

Retail petrol prices in the five largest cities increased in the
December quarter 2019

In the December quarter 2019, average retail petrol prices across the five largest cities (Sydney,
Melbourne, Brisbane, Adelaide and Perth) were 149.1 cents per litre (cpl), an increase of 7.0 cpl from the
September quarter 2019 (142.1 cph).*

In the December quarter 2019 daily average prices (on a seven-day rolling average basis) fluctuated
significantly, ranging from a low of 137.5 cpl in early-November 2019 to a high of 159.1 cpl in
mid-December 2019, before finishing the quarter at 141.2 cpl. This is shown in the following chart.

1 In this report, references to petrol are to regular unleaded petrol (RULP) unless otherwise specified. From 1 July 2014, the
ACCC has used E10 prices (i.e. RULP with up to 10 per cent ethanol) instead of RULP prices for Sydney in the average price
for the five largest cities. All prices are nominal prices unless otherwise specified.
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Seven-day rolling average retail petrol prices in the five largest cities: 1 January 2019 to 31 December 2019
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Source:  ACCC calculations based on FUELtrac data.

Note: The area to the right of the dotted vertical line in this and subseguent charts represents the December
quarter 2019.

The last time seven-day rolling average retail prices were over 159.0 cpl was on 31 October 2018
(159.5 cpbh.

The ACCC reports on average petrol prices on the board across retail sites. These prices do not take
account of the various discount schemes (such as the shopper docket discount arrangements of the
supermarket chains and other retailers, discount arrangements between some major retailers and state
motoring organisations, and discounts associated with fuel cards).

Fuel price apps are saving consumers money and continue
to be introduced

Free fuel price websites and apps enable motorists to identify individual retail sites with relatively
lower petrol prices and save money on petrol. Previous ACCC analysis has shown that savings across
the five largest cities could have totalled around $275 million in 2018 from motorists switching from
high-priced retailers to low-priced retailers.?

There are a range of fuel price websites and apps available around Australia that provide information to
motorists about petrol prices at retail sites, including:

= government schemes in NSW (FuelCheck), WA (FuelWatch), the Northern Territory (MyFuel NT),
and under the Queensland fuel price reporting trial

= motoring organisations’ apps, such as the NRMA and RACQ
= commercial services, such as MotorMouth, GasBuddy and Petrol Spy

= retailer apps, such as 7-Eleven and Woolworths.

Significant savings by using these fuel price websites and apps were also highlighted by some
comments from fuel app providers in the December quarter 2019.

2 ACCC, Petrol prices vary significantly—report on petrol prices by major retailer in 2018, October 2019, p. 14, at: https://
www.accc.gov.au/publications/petrol-industry-reports/petrol-prices-vary-significantly-report-on-petrol-prices-by-major-
retailer-in-2018.
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In October 2019, 7-Eleven Australia announced that customers using their app had saved $16.8 million
since January 2017. The 7-Eleven Fuel App allows motorists to find the best local fuel price at their
five closest 7-Eleven stores. They can ‘lock in’ that price and redeem it at any 7-Eleven Australia

fuel store within the next seven days. 7-Eleven Australia also stated that its fuel app had reached

two million downloads.?

In December 2019, the RACQ stated that Queenslanders had saved $122.8 million since the
introduction of the Queensland fuel price reporting scheme in December 2018.4 Of this total, Brisbane
motorists saved $41.8 million. The RACQ said that the average monthly RULP price was around 2.3 cpl
lower in Brisbane since the introduction of the trial. It noted that the benefits of the Queensland fuel
price reporting scheme had been state-wide, with a decrease in the relative price of RULP in most
regional and city centres.

In the December quarter 2019, a new fuel price app—EzySt—commenced operations in Brisbane

and Sydney, following a 12-week trial in Perth. The EzySt app sources real-time price data from local
fuel retailers and government reporting schemes. Participating retailers include the EG Group, Puma
Energy, Pacific Petroleum and New Sunrise. The EzySt app enables fuel retailers to publish special fuel
prices and convenience product deals directly to consumers’ mobile phones. The intention is to roll out
the app nationally.

While there is a range of fuel price welbsites and apps available to motorists, some are more
comprehensive and timely than others, and not all of them include prices for the lowest-priced retail
sites. The government schemes are the most comprehensive and up-to-date. In jurisdictions without
comprehensive government schemes (i.e. Victoria, South Australia, Tasmania and the ACT), commercial
services such as MotorMouth, Petrol Spy and GasBuddy are often not complete and do not include all
of the cheaper retail sites.

Darwin prices were relatively low in the quarter

In the December quarter 2019, average retail prices in Darwin were 143.8 cpl, which was 5.3 cpl lower
than the average in the five largest cities. This was the fourth consective quarter in which retail prices
in Darwin were below those in the five largest cities. Average monthly prices in Darwin were below the
average in the five largest cities for ten months in calendar year 2019.

The relatively low retail prices in Darwin may have been influenced by the opening of a second
FuelXpress retail site in Palmerston in August 2019. The established FuelXpress retail site in Darwin
generally has the lowest retail prices in Darwin. Another influence on Darwin retail prices may have been
the change in price setter at Coles Express retail sites from 1 March 2019. Motorists in Darwin may have
become more aware of these changes in pricing behaviour in the Darwin market through information
available from MyFuel NT.

Retail prices in Brisbane were higher than the other four
largest cities in aggregate

Retail prices in Brisbane are generally the highest among the five largest cities. In the December quarter
2019, average retail prices in Brisbane (152.2 cpl) were the highest, and they were 6.8 cpl higher

than average retail prices in Perth (145.4 cpl, which were the lowest). In the September quarter 2019,
Brisbane prices had been the second highest behind Adelaide.

In the December quarter 2019, average retail prices in Brisbane were 3.9 cpl higher than the other
four largest cities in aggregate (148.3 cpl). This was 2.4 cpl higher than the differential in the September
quarter 2019 (1.5 cpb).

3 The ACCC'’s 2018 report Petrol prices vary significantly—report on petrol prices by major retailer in 2018 noted (p. 40) that
7-Eleven’s average prices were lower than market average prices in Sydney, Melbourne, Brisbane, Perth and Canberra in
2018. 7-Eleven’s prices ranged from 0.1 cpl below the market average price in Sydney, to 1.6 cpl below the market average
price in Brisbane.

4 RACQ media, Drivers save millions since QId fuel price trial, media release, 1 December 2019, at: https://www.racqg.com.
au/Live/Articles/MR-021219-Drivers-save-millions-since-Qld-fuel-price-trial, accessed on 25 February 2020.
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Gross indicative retail differences increased significantly in
the quarter

In the December quarter 2019, average gross indicative retail differences (GIRDs) in the five largest
cities were 15.0 cpl, an increase of 3.3 cpl from the previous quarter. They were the highest average
quarterly GIRDs, in both real and nominal terms, since the ACCC started reporting them in 2002.

GIRDs are a broad indicator of gross retail margins. They are calculated by subtracting average
wholesale prices (as indicated by published terminal gate prices (TGPs)) from average retail prices.
TGPs are the prices at which petrol can be purchased from wholesalers in the spot market and are
posted on a regular basis on the websites of the major wholesalers. TGPs vary across brands and cities.
TGPs reflect the wholesale price of petrol only, and exclude other retail operating costs (such as freight,
branding, rent, labour and utility costs). As GIRDs include these costs, they should not be confused with
actual retail profits.

GIRDs reported by the ACCC are averages across the five largest cities over time. The level of prices,
costs and profits vary significantly between retail operations and not all retail petrol sites will be
achieving these gross margins. Some will be achieving higher gross margins, others lower. The ACCC’s
petrol market studies found that profits per retail petrol site could vary considerably between retailers,
with some retail sites making substantial profits, while other retail sites made very little.

However, twelve-month average GIRDs have remained
broadly stable in recent years

GIRDs are volatile on a quarterly basis, which makes it difficult to discern long-term movements.

The following chart shows twelve-month average GIRDs, in real terms, across the five largest cities,
calculated at the end of each quarter over the past six years. It shows that between March 2018 and
December 2019, twelve-month average GIRDs across the five largest cities were within a 0.8 cpl band
between 11.9 cpland 12.7 cpl.

Twelve-month average GIRDs in December 2019 were 12.6 cpl, slightly above the average over the past
two years of 12.5 cpl.
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Twelve-month average GIRDs in the five largest cities in real terms: March 2014 to December 2019

Year to Mar-14
Year to Jun-14
Year to Sep-14
Year to Dec-14
Year to Mar-15
Year to Jun-15
Year to Sep-15
Year to Dec-15
Year to Mar-16
Year to Jun-16
Year to Sep-16
Year to Dec-16
Year to Mar-17
Year to Jun-17
Year to Sep-17
Year to Dec-17
Year to Mar-18
Year to Jun-18
Year to Sep-18
Year to Dec-18
Year to Mar-19
Year to Jun-19
Year to Sep-19
Year to Dec-19

Source:  ACCC calculations based on Informed Sources, FUELtrac, BP, Caltex, Mobil, Viva Energy and WA FuelWatch
data, and Australian Bureau of Statistics, 6401.0 Consumer Price Index, Australia, Dec 2019, tables 1 and 2.
CPI: All Groups, Index Numbers and Percentage Changes, at: https://www.abs.gov.au/AUSSTATS/abs@.nsf/
DetailsPage/6401.0Dec%202019?0OpenDocument, accessed on 25 February 2020.

Note: Real GIRDs are shown in December 2019 dollars.

As noted in past ACCC quarterly reports, retailers have advised the ACCC that the sharp increase in
GIRDs in 2015-16 may partly reflect increasing regulatory and compliance costs, especially in NSW.
These included costs associated with clean air regulations, underground petroleum storage systems
regulations, the ethanol mandate, the introduction of FuelCheck, and fuel price board specifications.
Retailers also mentioned regulatory costs associated with the Queensland ethanol mandate. Although

many of these costs may have been one-off expenses, they may need to be recouped over a number
of years.

The ACCC is currently working on a petrol industry report that analyses revenues, costs and profits in

the downstream petroleum industry. The analysis will also examine the factors driving the increase in
GIRDs in recent years.

Movements in average petrol prices over the year

broadly reflected changes in international refined petrol
benchmark prices

Retail petrol prices in Australia are primarily determined by international refined petrol prices (which
in turn are influenced by international crude oil prices) and the AUD-USD exchange rate. The relevant

benchmark for Australia is the price of Singapore Mogas 95 Unleaded (Mogas 95), which is the price of
refined petrol in the Asia-Pacific region.

Retail petrol prices in the five largest cities and Mogas 95 prices in Australian cents per litre moved in a
broadly similar pattern during the quarter, and over the past year (as shown in the following chart).
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Monthly average retail petrol prices in the five largest cities and Mogas 95 prices: January 2019 to
December 2019
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Source: ACCC calculations based on data from FUELtrac, OPIS, Argus Media and the Reserve Bank of Australia (RBA).

Brent crude oil and Mogas 95 prices were higher in the December quarter 2019. Quarterly average
Brent crude oil prices were around USD 64 per barrel (an increase of USD 3 per barrel from the
previous quarter). Quarterly average Mogas 95 prices were around USD 75 per barrel (an increase of
USD 2 per barrel).

In Australian cents per litre, quarterly average Mogas 95 prices were 69.0 cpl in the December quarter
2019, an increase of 2.6 cpl from the previous quarter (66.4 cpl).

Changes in international crude oil and refined petrol prices in recent years have been influenced by
a number of factors, the major one being the agreements made since late-2016 by the Organisation
of the Petroleum Exporting Countries (OPEC) cartel, and some other crude oil producing countries
(including Russia), to cut production.

In December 2019, OPEC and non-OPEC nations agreed to further cuts in crude oil production of
500,000 barrels per day until 31 March 2020 (increasing the agreed cuts from 1 200 000 barrels per day
to 1 700 000 barrels per day). Increases in crude oil prices in the December 2019 quarter were also
influenced by an attack on an Iranian crude oil tanker in early-October 2019, improvements in trade
talks between the US and China, and increased demand for oil imports by China.

Increases in GIRDs and international refined petrol prices
were the main factors contributing to higher retail petrol
prices in the quarter

There are three broad components of the retail price of petrol: the international price of refined petrol,
taxes (excise and GST) and other costs and margins at the wholesale and retail levels.

The following chart shows the average change in these components across the five largest cities
between the September quarter 2019 and the December quarter 2019. The chart separates the other
costs and margins component into two elements: other wholesale costs and margins (which includes
international shipping costs, other import costs, wholesale costs and wholesale margins), and retail
costs and margins (represented by GIRDs).
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Changes in the components of average retail petrol prices in the five largest cities: September quarter 2019
to December quarter 2019
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Source:  ACCC calculations based on data from FUELtrac, OPIS, Argus Media, the RBA and the Australian Taxation Office
(ATO).

Notes: All prices are in Australian cents per litre.

The taxes component includes fuel excise and wholesale GST. The small amount of retail GST is included in GIRDs
rather than in taxes, to be consistent with GIRDs reported elsewhere in this report.

The increase in the average retail price in the five largest cities by 7.0 cpl in the Decemlber quarter 2019
was largely driven by increases in GIRDs (3.3 cpl) and the price of Mogas 95 (2.6 cpl).

The AUD-USD exchange rate is a significant determinant of Australia’s retail petrol prices because
international refined petrol is bought and sold in US dollars in global markets. Excluding the effect

of changes in the AUD-USD exchange rate (which decreased by around US 0.3 cent in the quarter),
Mogas 95 prices would have increased by 2.4 cpl in the quarter. The decrease in the AUD-USD
exchange rate compounded the increase of Mogas 95 prices and resulted in Mogas 95 prices increasing
by an additional 0.2 cpl in AUD terms.

Taxes increased marginally during the December quarter 2019, due to an increase in GST from the
increased retail prices. Other wholesale costs and margins increased by 0.7 cpl.

The two largest components of the average retail price—Mogas 95 and taxes—accounted for around
83 per cent of the average price of petrol in the December quarter 2019.

The city-country petrol price differential was zero in

the quarter

The ACCC monitors fuel prices in all capital cities and over 190 regional locations across Australia. In
the December quarter 2019, average prices in regional locations in aggregate (regional prices) were

the same as average prices in the five largest cities (149.1 cpl). In the September quarter 2019, average
regional prices were 2.1 cpl higher than average prices in the five largest cities.
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ACCC regional market study locations

The ACCC undertook four regional petrol market studies between 2015 and 2017. These studies
examined petrol markets in Darwin, Launceston, Armidale and Cairns. Following the completion of
those studies, the ACCC continues to monitor prices and developments in those locations to assess
changes in competition over time.

The following table shows quarterly average retail petrol prices and GIRDs, and a comparison with
those in the five largest cities, for each location.

Quarterly average retail petrol prices and GIRDs in Darwin, Launceston, Armidale, Cairns and the five largest
cities—December quarter 2019—cpl

Darwin Launceston Armidale Cairns Five largest cities
Retail prices
Average price: Dec quarter 2019 143.8 158.5 147.0 148.0 149.1
Change from Sept quarter 2019 4.7 4.0 4.2 9.7 7.0
Difference from five largest cities: -5.3 9.4 2.1 -1.1 -
Dec quarter 2019
Change from Sept quarter 2019 -2.3 -3.0 -2.8 2.7 -
GIRDs
Average GIRDs: Dec quarter 2019 5.3 18.6 13.6 9.7 15.0
Change from Sept quarter 2019 1.1 - 0.3 5.8 3.3
Difference from five largest cities: -9.7 3.6 -1.4 -5.3 -
Dec quarter 2019
Change from Sept quarter 2019 -2.2 -3.3 -3.0 2.5 -

Source:  ACCC calculations based on FUELtrac, BP, Caltex, Mobil, Viva Energy and WA FuelWatch data.
Note: All prices are for RULP except Armidale (which are E10 prices).

The ACCC compares actual retail prices in these locations with estimated retail prices calculated on
a long-term competitive cost basis. This calculation reflects the fact that costs (such as freight and
operating costs on a per litre basis) are higher in these locations, and assumes that retail margins in
these locations should be broadly similar to long-term average retail margins in the five largest cities.

This long-term competitive cost-based price provides a benchmark against which to compare current
price levels. It is not static and will change as its underlying elements change over time. If retail

prices are constantly above this benchmark price for a sustained period, this may be indicative of a
less-competitive market in which retailers are earning higher margins at the expense of consumers.

Darwin petrol prices remained below a long-term competitive
cost-based price

As noted earlier, the average petrol price in Darwin in the December quarter 2019 was 5.3 cpl lower
than prices in the five largest cities. Quarterly average GIRDs in Darwin in the December quarter 2019
(5.3 cpl) were also lower than GIRDs in the five largest cities (15.0 cpl). In the December quarter 2019,
average petrol prices in Darwin remained below a competitive cost-based price.

Motorists in Darwin can use the MyFuel NT website and app to identify the highest and lowest priced
retail sites in Darwin. For example, on 17 February 2020, it showed that there was a range of 2.3 cpl
between the highest priced retail sites in Darwin (136.9 cpl at Coles Express) and the lowest (134.6 cpl
at FuelXpress Winnellie).

Report on the Australian petroleum market—December 2019
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Launceston petrol prices remained substantially above a long-term
competitive cost-based price

The average petrol price in Launceston in the December quarter 2019 was 158.5 cpl, which was 9.4 cpl
higher than prices in the five largest cities. The differential between petrol prices in Launceston and a
long-term competitive cost-based price decreased in the second half of the quarter.

Motorists in Launceston can use available fuel price websites and apps, such as MotorMouth and
GasBuddy, to find retailers with relatively lower prices. For example, on 17 February 2020, using the
GasBuddy app, there was a 3.0 cpl range between the highest priced retail site in Launceston (159.9 cpl
at Caltex) and the lowest (156.9 cpl at BP, two Coles Express sites and Caltex).

Armidale petrol prices remained above a long-term competitive
cost-based price, but the difference decreased significantly

The average petrol price in Armidale in the December quarter 2019 was 147.0 cpl, which was 2.1 cpl
lower than prices in the five largest cities. The differential between petrol prices in Armidale and a
long-term competitive cost-based price decreased significantly during the quarter.

Motorists in Armidale can use the FuelCheck website and app to identify the highest and lowest
priced retail sites in Armidale. For example, on 17 February 2020, the FuelCheck website showed that
there was a 7.9 cpl range between the highest priced RULP retail site in Armidale (147.9 cpl at Caltex
Armidale) and the lowest (140.0 cpl at Beardy Street Servo). There was a 1.0 cpl range between the
highest priced E10 retail site (146.9 cpl at Caltex North Hill) and the lowest (145.9 cpl at Lowes, Coles
Express, Caltex Woolworths and two Caltex sites).

Cairns petrol prices moved below a long-term competitive
cost-based price

The average petrol price in Cairns in the Decemlber quarter 2019 was 148.0 cpl, which was 1.1 cpl

lower than prices in the five largest cities. Petrol prices in Cairns were below a long-term competitive
cost-based price in the second half of the quarter. This may have been due to more vigorous
competition following the increasing presence of United in the Cairns area since the March quarter 2018.

Motorists in Cairns are able to access site-specific petrol price data made available by websites and
app providers under the Queensland fuel price reporting trial to identify the highest and lowest priced
retail sites. For example, on 17 February 2020, using the MotorMouth app, there was an 8.0 cpl range
between the highest priced retail site in Cairns (148.9 cpl at Caltex) and the lowest (140.9 cpl at

two United sites and Portsmith Fuel Parramatta Park).

Diesel prices increased and automotive LPG prices
remained stable

In the December quarter 2019, diesel prices in the five largest cities increased. Average retail diesel
prices were 150.2 cpl, an increase of 2.3 cpl from the September quarter 2019 (147.9 cpl).

Average retail automotive LPG prices were 79.2 cpl in the December quarter 2019, the same as in the
September quarter 2019.
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1.  Developments in the petroleum
industry

1.1 A new monitoring direction was given to the ACCC

On 16 December 2019, the Treasurer issued a Direction to the ACCC to monitor the prices, costs and
profits relating to the supply of petroleum products in the petroleum industry in Australia for a further
three years.®> The Direction, issued under section 95ZE of the Competition and Consumer Act 2010, took
effect from 19 December 2019.

The Direction provides for the ACCC to produce reports focusing on particular aspects of the fuel
market of consumer interest in relation to prices, costs and profits at least once per quarter from

1 January 2020. These will include regular quarterly reports on movements in prices in the capital cities
and regional locations across Australia and industry reports on specific topics.

1.2 The ACCC announced that it would not oppose
Viva Energy’s proposed acquisition of Liberty Oil’s
wholesale business

On 27 February 2019, Viva Energy Australia Pty Ltd (Viva Energy) announced its proposal to acquire
the remaining 50 per cent interest in the Liberty Oil Holdings Pty Ltd (Liberty) wholesale business. As

a part of the transaction, the assets of Liberty’s retail business will be transferred to a new company.
Viva Energy will hold a 50 per cent interest in the new retail company. Viva Energy’s operations in
Australia include refining, importing, wholesale and retail supply of fuel products. Liberty is a wholesaler
and retailer of fuel products.

The ACCC commenced an informal review under the Informal Merger Review Process Guidelines in the
June quarter 2019. On 10 October 2019, the ACCC announced that it would not oppose the proposed
acquisition.®

The ACCC found that the proposed acquisition is unlikely to substantially lessen competition in the
wholesale supply of fuel products.

The ACCC also considered the effect of the proposed acquisition on competition in the retail supply
of fuel products in metropolitan Adelaide and Melbourne and in local areas across the country. In local
areas where Liberty retail sites overlap with Viva retail sites, including Coles Express sites, the ACCC
concluded that in most of these areas sufficient competition would remain after the acquisition. It
identified potential competition concerns regarding some local areas. The merger parties provided
further information or implemented changes which addressed the ACCC’s concerns.

1.3 Chevron agreed to acquire Puma Energy

On 18 December 2019, Chevron Australia Downstream Pty Ltd, a wholly-owned subsidiary of Chevron
Corporation, announced that it has signed a conditional Share Sale Agreement with Puma Energy Asia
Pacific B.V. to acquire all shares and equity interests of Puma Energy (Australia) Holdings Pty Ltd (Puma
Energy) for $425 million.”

5 Australian Government, Competition and Consumer (Price Monitoring—Petroleum Fuels) Direction 2019, Federal Register
of Legislation, at: https://www.legislation.gov.au/Details/F2019L.01657.

6 ACCC, Viva Energy’s proposed acquisition of Liberty Oil's wholesale business not opposed, media release, 10 October 2019,
at: https://www.accc.gov.au/media-release/viva-energy%E2%80%99s-proposed-acquisition-of-liberty-oil%E2%80%99s-
wholesale-business-not-opposed.

7 Chevron, Chevron Agrees to Acquire Puma Energy (Australia) Holdings Pty Ltd, press release, 18 December 2019, at:
https://www.chevron.com/investors/press-releases, accessed on 25 February 2020.

Report on the Australian petroleum market—December 2019


https://www.legislation.gov.au/Details/F2019L01657
https://www.chevron.com/investors/press-releases

11

Puma Energy has over 270 service stations and unstaffed sites throughout Australia. Its sites are
operated under a variety of brands including Puma, Gull, Choice Petroleum and Peak. It also has
20 depots and 3 bulk seaboard terminals across Australia.®

The acquisition of Puma Energy is expected to be finalised in mid-2020, subject to regulatory approvals
and the satisfaction of closing conditions.

1.4 Caltex received a bid from Alimentation
Couche-Tard

On 26 November 2019, Caltex Australia confirmed that it had received an unsolicited, conditional,
confidential, non-binding and indicative proposal from Alimentation Couche-Tard Inc. (ACT) to acquire
all of the shares in Caltex by way of a scheme of arrangement at an indicative cash price of $34.50 cash
per share less any dividends declared by Caltex.?

This proposal followed an earlier approach from ACT at an indicative cash price of $32 per share, which
was rejected on the basis that the indicative price was inadequate.

On 3 December 2019, Caltex announced that the Caltex Board had concluded that the ACT proposal
undervalues the company and does not represent compelling value for Caltex’s shareholders.°
However, the Caltex Board offered to provide ACT with selected non-public information to allow ACT to
formulate a revised proposal.

1.5 The 7-Eleven app reached two million downloads

On 16 October 2019, 7-Eleven Australia announced that its fuel app had reached two million
downloads.! The 7-Eleven Fuel App allows motorists to find the best local fuel price at their five closest
7-Eleven stores. They can ‘lock in’ that price and redeem it at any 7-Eleven Australia fuel store within the
next 7 days. 7-Eleven Australia stated that, using this facility, their customers had saved $16.8 million
since January 2017, an average of $5.25 per fill (14 cpb).

1.6 EzySt fuel price app commenced

The EzySt fuel price app commenced operations in Brisbane and Sydney in late-November 2019,
following a 12-week trial in Perth.*? The EzySt app sources real-time price data from local fuel retailers
and government reporting schemes. Participating retailers include the EG Group, Puma Energy,
Pacific Petroleum and New Sunrise. The EzySt app enables fuel retailers to publish special fuel prices
and convenience product deals directly to consumers’ mobile phones. The intention is to roll out the
app nationally.

8 Puma Energy Australia, Company profile, News, at: https://www.pumaenergy.com.au/about-puma-energy/company-
profile/, and Puma Energy, Australia, Where we operate, at: https://www.pumaenergy.com/en/where-we-operate/middle-
east-asia-pacific/australia/, accessed on 25 February 2020.

9 Caltex Australia, Receipt of non-binding, indicative, conditional proposal, ASX release, 26 November 2019, at: https://
wcsecure.weblink.com.au/pdf/CTX/02177520.pdf, accessed on 25 February 2020.

10 Caltex Australia, Update on the proposal from Alimentation Couche-Tard, ASX release, 3 December 2019, at: https://
wcsecure.weblink.com.au/pdf/CTX/02181231.pdf, accessed on 25 February 2020.

11 7-Eleven, 7-Eleven’s award winning fuel app reaches 2M downloads and $16.8M in savings for Aussie drivers,
16 October 2019, at: https://www.7elevenstories.com.au/blog/2019/10/16/7-elevens-award-winning-fuel-app-reaches-
2m-downloads-and-168m-in-savings-for-aussie-drivers, accessed on 25 February 2020.

12 EzySt Fuel & Convenience Deals, Google Play, at: https://play.google.com/store/apps/details?id=org.thepricingproject.
ezyst&hl=en_AU, ‘New Australian fuel app promises to be a game-changer for industry and motorists’, Anthill Magazine,
2 January 2020, at: http://anthillonline.com/this-new-australian-fuel-app-promises-to-be-a-game-changer-for-both-the-
industry-and-motorists/, and ‘Former fuel bosses join forces to launch bowser price-busting app’, Sydney Morning Herald,
9 December 2019, at: https://www.smh.com.au/business/companies/former-fuel-bosses-join-forces-to-launch-bowser-
price-busting-app-20191209-p53i74.html, accessed on 25 February 2020.
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1.7 South Australian Productivity Commission
investigation on models of fuel price transparency
was announced

On 18 December 2019, the South Australian Government asked the South Australian Productivity

Commission to investigate and report on potential models that would increase the transparency of fuel
prices in South Australia (SA).:

In undertaking this investigation, the Commission will have regard to:

the net benefits and effectiveness of models used in other jurisdictions, including the real-time fuel
pricing scheme in NSW and the 24-hour price locking mechanism in WA

current regulatory arrangements for fuel pricing in SA and how alternative models compare

the most cost-effective solution to increase transparency in fuel prices in SA.*

The report is to be provided to the Premier of SA no later than 18 March 2020.

1.8 A review of the NSW biofuels mandate commenced

On 1 October 2019, the NSW Government commenced a review of the biofuels arrangements in NSW
that require certain fuel retailers to sell a minimum percentage of biofuels.'®> The bioethanol mandate in
NSW is currently six per cent, and the biodiesel mandate is two per cent.

The arrangements are outlined in the Biofuels Act 2007 and the Biofuels Regulation (No 2) 2016. The
primary objective of the Biofuels Act is to support the development of a sustainable and competitive
biofuels industry in NSW. The NSW Government is reviewing the Biofuels Act and Regulation to ensure
that their objectives are still valid, and their requirements are still appropriate.

As part of the review process, a discussion paper was released.’® Comments were due by

29 October 2019. A report on the review and its findings will be submitted to the Minister for Better
Regulation and Innovation. The final report will then be tabled in each House of Parliament by

30 June 2020.

13 South Australian Productivity Commission, Commissioned Report on Fuel Pricing, at: https://www.sapc.sa.gov.au/
commissioned-reports/commissioned-reports/commissioned-report-into-fuel-pricing/Notice-of-Commissioned-report,
accessed on 25 February 2020.

14 Hon Steven Marshall MP, Premier of SA, Letter to Dr Matthew Butlin, Chair and Chief Executive, SA Productivity
Commission, 18 December 2019, at: https://www.sapc.sa.gov.au/ _data/assets/pdf file/0005/133628/Fuel-Pricing-
Letter-from-the-Premier-of-South-Australia.pdf, accessed on 25 February 2020.

15 NSW Government—Fair Trading, Review of the Biofuels Act, at: https://www.fairtrading.nsw.gov.au/consultation-tool/
biofuels-act-review, accessed on 25 February 2020.

16 NSW Government, Biofuels Statutory Review Discussion Paper—October 2019, at: https://www.fairtrading.nsw.gov.au/__
data/assets/pdf_file/0011/559442/Biofuels-Review-Discussion-Paper.pdf, accessed on 25 February 2020.
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19 Independent Pricing and Regulatory Tribunal
released a draft report on ethanol markets in NSW

On October 2019, the NSW Independent Pricing and Regulatory Tribunal released a draft report on the
retail and wholesale market for fuel ethanol in 2018-19.” The key conclusions of the report were:

E10 retail prices across NSW were on average 2.3 cpl lower than RULP prices in 2018-19.

Sales of E10 as a proportion of total NSW petrol sales were around 25 per cent, down from

27 per cent in 2017-18.

- This is less than the 60 per cent that would need to be sold if all retailers were meeting the ethanol
mandate.

Around 75 per cent of retail sites sell RULP. This is consistent with the finding in 2017-18. Of the retail
sites that do not sell RULP, 90 per cent are located within 5 minutes’ drive of one that does.

Similar to last year, of the nozzles dispensing E10 and RULP, 53 per cent dispense E10.

Competition between wholesale suppliers of ethanol is emerging:

- Manildra is the major fuel ethanol supplier in NSW, and there are another two major producers in
Queensland.

- Two new plants are being built in Queensland, representing an additional 10 per cent of
production capacity.

- A number of other ethanol projects have received planning approval in NSW and Queensland,
which would double the current production capacity over the next five years.

1.10  Caltex to re-brand as Ampol over the next
three years

On 23 December 2019, Caltex Australia announced that it will transition its name to Ampol over the
next three years, starting in 2020.'® The Australian Motorists Petrol Company, which later became
Ampol, was founded in 1936. It merged with Caltex in 1995 and the brand was retired.

Caltex said that it had received a termination notice from Chevron Corporation regarding its current
licence agreement for use of the Caltex brand in Australia. This follows 18 months of discussions with
Chevron regarding the future of the licence agreement.??

Caltex’s licence agreement provides a three year transition period consisting of a six month notice
period and 30 month work out period. Caltex has continued exclusive use of the Caltex brand for the
notice period and first 18 months of the work out period. Caltex will begin transition to Ampol on expiry
of the six month termination notice period and will complete the transition across the full retail network
within the next three years.

17 IPART, The retail and wholesale market for fuel ethanol, draft report 2018-19, 22 October 2019, at: https://www.ipart.nsw.
gov.au/files/sharedassets/website/shared-files/investigation-compliance-monitoring-transport-tribunal-ethanol-market-
monitoring-201819/draft-report-ethanol-market-monitoring-201819-october-2019.pdf, accessed on 25 February 2020.
The final report was released on 26 February 2020.

18 Caltex Australia, Ampol is back! Iconic Australian fuel brand to return in 2020, media release, 23 December 2019, at:
https://www.caltex.com.au/our-company/media-releases/ampol-is-back-in-2020, accessed on 25 February 2020.

19 Caltex Australia, Caltex announces intention to transition to Ampol brand, ASX release, 23 December 2019, at: https://
wcsecure.weblink.com.au/pdf/CTX/02188409.pdf, accessed on 25 February 2020.
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1.11  Caltex and Woolworths launched the first Caltex
Woolworths Metro store

On 13 November 2019, Caltex Australia and Woolworths launched the first Caltex Woolworths Metro
store in North Ryde, NSW.2° Caltex commented that:

... the new store sets a new benchmark of convenience for Australians looking to fill up and meet
their convenience shopping needs when on the go.

Caltex noted that a second Caltex Woolworths Metro store will launch in Kingsford in NSW later in
November 2019, with a third site to follow in Melbourne in early 2020.

1.12  BP and David Jones opened its first store

In August 2019, BP and David Jones announced a partnership to give customers access to ready-made
meals and other fresh, quality offers at 10 selected BP retail sites in Melbourne and Sydney.

On 20 November 2019, BP and David Jones opened their first store in Bayside, Melbourne.?! Five other
stores are planned for opening in Melbourne between December 2019 and March 2020 (in Ringwood,
Glen Waverley, Brighton, Clarendon and Greensborough) and five sites are scheduled to open in Sydney
from February to April 2020 (in Rozelle, Artarmon, Kingsford, Ashfield and Mosman).

20 Caltex Australia, Caltex and Woolworths welcome customers to the new age of convenience, media release,
13 November 2019, at: https://www.caltex.com.au/our-company/media-releases/caltex-woolworths-metro-north-ryde,
accessed on 25 February 2020.

21 BP Australia, BP and David Jones open first store delivering market-leading food and convenience offer, alongside quality
fuels, press release, 20 November 2019 at: https://www.bp.com/en_au/australia/home/media/press-releases/bp-david-
jones-open-first-store.html, accessed on 25 February 2020.
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2. ACCC Activities

2.1 ACCC and the petrol industry

The main role of the ACCC is to enforce the Competition and Consumer Act 2010 (the Act) across

the Australian economy, including the fuel industry. The ACCC'’s activities under the Act include
enforcement and compliance, mergers and acquisitions assessments, authorisations and notifications,
and administration of the Oilcode.??

Wholesale and retail petrol prices in Australia are determined by market forces. The ACCC does not
set prices in petrol markets and does not have the powers to do so. In the absence of conduct that is in
breach of the Act, high petrol prices are not illegal.

The ACCC'’s petrol monitoring role is to assist consumers to navigate this complex industry. Through
its petrol monitoring reports, industry reports and other information channels, the ACCC promotes
transparency in the Australian petroleum industry and improved public awareness of the factors that
determine retail petrol prices.

2.2 Activities during the December quarter 2019

2.2.1 Report on petrol prices by major retailer in 2018

On 17 October 2019, the ACCC released a report analysing monthly and annual average retail petrol
prices in the eight capital cities in 2018. The report—Petrol prices vary significantly: report on petrol
prices by major retailer in 2018—examined retail petrol prices in 2018 to identify the highest and lowest
priced major retailers of petrol on average in each capital city. The key points of the report were
included in the ACCC’s Report on the Australian petroleum industry—September quarter 2019.%3

This was the fourth industry report under the petrol monitoring Direction issued in December 2017.

2.2.2 Proposed acquisition of Liberty Oil by Viva Energy

On 10 October 2019, the ACCC announced that it would not oppose the proposed acquisition of the
remaining 50 per cent interest in the wholesale business of Liberty Oil Holdings Pty Ltd (Liberty) by
Viva Energy Australia Pty Ltd (Viva, a wholly owned entity of Viva Energy Group Limited).?*

Viva and Liberty are both wholesalers and retailers of fuel products. Under the proposed acquisition,
Viva’s interest in Liberty’s wholesale business would increase from 50 per cent to 100 per cent. Viva's
interest in Liberty’s retail business would remain at 50 per cent.

The ACCC investigated the impact of the proposed acquisition on competition in wholesale fuel
supply, and retail fuel supply in metropolitan Adelaide and Melbourne and in local areas across the
country. The ACCC concluded that the proposed acquisition was unlikely to substantially lessen
competition because:

= |Inthe wholesale supply of fuel products, Liberty’s market share is small. There are alternative
wholesale fuel suppliers available to wholesale customers and alternative brands available to
independent retailers. After the acquisition, these alternatives would likely constrain Viva’'s wholesale
prices and supply terms.

22 The Oilcode is a prescribed mandatory industry code of conduct, the purpose of which is to regulate the conduct of
suppliers, distributors and retailers in the downstream petroleum industry.

23 ACCC, Report on the Australian petroleum industry—September quarter 2019, at: https://www.accc.gov.au/publications/
quarterly-reports-on-the-australian-petroleum-industry/quarterly-report-on-the-australian-petroleum-market-september-
quarter-2019.

24 ACCC, Viva Energy’s proposed acquisition of Liberty Oil's wholesale business not opposed, media release, 10 October 2019,
at: https://www.accc.gov.au/media-release/viva-energy%E2%80%99s-proposed-acquisition-of-liberty-oil%E2%80%99s-
wholesale-business-not-opposed.
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= |n metropolitan Adelaide, the share of Liberty branded sites is relatively low. Most Liberty branded
sites are dealer sites, where Liberty does not set the retail price. After the acquisition, Viva would
remain only a half owner of Liberty company sites with no direct (or increased) ability to raise prices
at those sites. Also, other retailers in Adelaide, including United and X Convenience, are likely to
constrain city-wide prices.

= |n metropolitan Melbourne, Liberty branded sites account for a very small share of all retail sites. The
proposed acquisition is therefore unlikely to have a significant impact.

= Inlocal areas where Liberty retail sites overlap with Viva retail sites, including Coles Express sites,
sufficient competition would remain in most of these areas after the acquisition. The ACCC identified
potential competition concerns regarding some local areas. The parties provided further information
or implemented changes which addressed the ACCC’s concerns.

2.2.3 Authorisation application by BP Australia Pty Ltd

On 5 September 2019, BP Australia Pty Ltd (BP) applied for authorisation on behalf of itself, resellers
of fuel under the BP brand (BP Resellers), Qantas Airways Limited and Qantas Frequent Flyer Limited
to establish a BP Rewards loyalty program, appointing Qantas as the first cornerstone partner of the
BP Rewards Program. BP also applied for interim authorisation of the proposed conduct to the extent
that it relates to BP’s participation in the Qantas Business Rewards program.

Authorisation provides statutory protection from court action for conduct that might otherwise raise
concerns under the competition provisions of the Act. The ACCC may grant an authorisation when it is
satisfied that the public benefit from the conduct outweighs any public detriment.

Under the proposed arrangements, BP Rewards Program members who are also Qantas Frequent Flyer
Program members will be able to elect to directly earn Qantas points or BP points. It is also proposed
that Qantas will appoint BP as a cornerstone partner of the Qantas Business Rewards program, which
will allow businesses that use the BP Plus fuel card at BP and BP Reseller sites to earn Qantas points on
their purchases.

On 22 November 2019, the ACCC issued a draft determination proposing to grant authorisation to the
arrangements for a period of five years.?®> The ACCC considered that these arrangements would provide
public benefits, such as giving consumers more opportunity to earn and use rewards program points.
They are also likely to provide cost savings to the parties, by allowing BP to negotiate with Qantas on
behalf of BP petrol station owners, rather than each station owner needing to negotiate individually.

The ACCC expressed some concerns about the potential for consumer harm arising from BP sharing
consumer data with Qantas as a result of the arrangements, and encouraged BP and Qantas to adopt
the recommendations regarding the collection and use of customer data in the ACCC’s final report into
customer loyalty schemes when it is published.

The ACCC issued a final determination on 27 February 2020 authorising the conduct.?®

2.2.4 Stakeholder engagement and communications activity

In the December quarter 2019, the ACCC responded to fuel-related media enquiries on retail fuel prices,
petrol price cycles, fuel price information and competition issues.

In November 2019, the ACCC hosted a meeting of the Fuel Consultative Committee (FuelCC), which
comprises representatives from major fuel retailers, refiner-wholesalers, peak industry associations
and motoring organisations. The FuelCC meets twice a year. The information and views shared at the
meeting increase the ACCC’s understanding of fuel industry issues and assist it in undertaking its roles
related to competition and consumer protection in the fuel industry.

Topics discussed at the November meeting included:

25 ACCC, Proposal to authorise BP, Qantas loyalty scheme arrangements, media release, 22 November 2019, at: https://www.
accc.gov.au/media-release/proposal-to-authorise-bp-gantas-loyalty-scheme-arrangements.

26 ACCC, BP, Qantas loyalty scheme arrangements authorised, media release, 27 February 2020, at: https://www.accc.gov.
au/media-release/bp-gantas-loyalty-scheme-arrangements-authorised.
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progress of ACCC petrol monitoring reports
developments in fuel price transparency arrangements across Australia
updates on Australian refinery and terminal capital developments

influences on recent wholesale and retail petrol price movements.

In the December quarter 2019, the fuel-related pages on the ACCC website received 172 866 page
views, an increase of 35 015 page views (around 25 per cent) from the September quarter 2019. Of this
total, the petrol price cycle webpage received 157 200 page views, an increase of 21 256 page views
(around 16 per cent) from the September quarter 2019. The petrol price cycle webpage was the most
viewed page on the ACCC website in the quarter, as it was in the previous quarter.
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3. Retail petrol price movements in the
capital cities

This chapter focuses on petrol prices across the five largest cities (Sydney, Melbourne, Brisbane,
Adelaide and Perth). It also examines retail prices in the three smaller capital cities (Canberra, Hobart
and Darwin). Petrol prices in regional locations across Australia are discussed in chapter 4.

3.1 Retail prices over 2019

Chart 3.1 shows that seven-day rolling average retail petrol prices in the five largest cities in 2019
were volatile, ranging from a low of 115.4 cpl on 10 January 2019 to a high of 159.1 cpl on 18 and
19 December 2019.%7

Chart 3.1: Seven-day rolling average retail petrol prices in the five largest cities: 1 January 2019 to
31 December 2019
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Source:  ACCC calculations based on FUELtrac data.

In the first five months of 2019 prices generally trended upwards, reaching a high of 154.0 cpl in
mid-May 2019. They subsequently decreased and fluctuated in a 10 cpl band between around 135.0 cpl
and 145.0 cpl, before increasing to 152.8 cpl at the end of September 2019.

Prices fluctuated significantly in the December quarter 2019, ranging from low of 137.5 cpl in
early-November 2019 to a high of 159.1 cpl in mid-December 2019. The last time retail prices were this
high was on 31 October 2018 (159.5 cpl). The seven-day rolling average price finished the quarter at
141.2 cpl.

Average prices in the December quarter 2019 were 149.1 cpl, an increase of 7.0 cpl from the September
quarter 2019 (142.1 cpb).

27 A seven-day rolling average price is the average of the current day’s price and prices on the six previous days. Traditionally,
the ACCC has used a seven-day rolling average to smooth out the influence of petrol price cycles in the larger cities on
price movements. This has been less effective in recent years because the duration of price cycles in most of the larger
cities has become substantially greater than seven days.
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3.2 Retail prices compared with Mogas 95 prices

Retail petrol prices in Australia are primarily determined by international refined petrol prices and the
AUD-USD exchange rate. The relevant international benchmark for Australia is the price of Singapore
Mogas 95 Unleaded (Mogas 95), which is the price of refined petrol in the Asia-Pacific region.

Chart 3.2 shows that retail petrol prices in the five largest cities and Mogas 95 prices in Australian
cents per litre moved in a broadly similar pattern in 2019. This indicates that, in aggregate, changes in
domestic retail prices are generally driven by changes in the international price of refined petrol.

Chart 3.2: Monthly average retail petrol prices in the five largest cities and Mogas 95 prices: January 2019
to December 2019
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Source:  ACCC calculations based on FUELtrac, OPIS, Argus Media and RBA data.

In the year to December 2019:

= monthly average Mogas 95 prices varied by 17.8 cpl, from a high of 71.4 cpl in April 2019 to a low of
53.6 cpl in January 2019

= monthly average retail prices in the five largest cities varied by 27.1 cpl, from a high of 150.5 cpl in
October 2019 to a low of 123.4 cpl in January 2019.

Quarterly average Mogas 95 prices were 69.0 cpl in the December quarter 2019, an increase of 2.6 cpl
from the previous quarter.

More details on movements in Mogas 95 prices are provided in chapter 5.

3.3 Gross indicative retail differences

Gross indicative retail differences (GIRDs) are calculated by subtracting average TGPs from average
retail petrol prices. TGPs are the prices at which petrol can be purchased from wholesalers in the spot
market and are posted on a regular basis on the websites of the major wholesalers. Although few
wholesale transactions occur at TGPs, they can be regarded as indicative wholesale prices. TGPs,
which vary across brands and cities, reflect the wholesale price of petrol only, and exclude other retail
operating costs (such as freight, branding, rent, labour and utility costs).

GIRDs are a broad indicator of gross retail margins, and should not be confused with actual retail
profits. The GIRDs reported by the ACCC are averages across the five largest cities over time. The level
of prices, costs and profits vary significantly between retail operations and not all retail petrol sites will
be achieving these gross margins. Some will be achieving higher gross margins, others lower. The ACCC

Report on the Australian petroleum market—December 2019



20

petrol market studies found that profits per retail petrol site could vary considerably between retailers,
with some retail sites making substantial profits, while other retail sites made very little.

3.31 Quarterly average GIRDs

Average GIRDs in the five largest cities were 15.0 cpl in the December quarter 2019, an increase of
3.3 cpl from the previous quarter (see table 3.1). They were the highest average quarterly GIRDs (in
both real and nominal terms) since the ACCC began reporting them in 2002.

Table 3.1:  Quarterly average retail petrol prices, TGPs and GIRDs in the five largest cities: March quarter
2019 to December quarter 2019

Location Quarter Retail prices TGPs GIRDs
cpl cpl cpl

Five largest cities Mar-19 130.3 120.8 9.5
Jun-19 145.3 131.4 13.9

Sep-19 142.1 130.4 11.7

Dec-19 149.1 134.1 15.0

2019 average 141.8 129.2 12.6

Sydney Mar-19 126.3 119.8 6.5
Jun-19 142.5 130.5 12.0

Sep-19 138.1 129.6 8.5

Dec-19 147.1 133.5 13.6

2019 average 138.6 128.4 10.2

Melbourne Mar-19 130.4 120.8 9.6
Jun-19 145.3 131.4 13.9

Sep-19 143.2 130.3 12.9

Dec-19 149.8 134.1 157

2019 average 142.2 129.2 13.0

Brisbane Mar-19 131.9 1211 10.8
Jun-19 148.2 131.5 16.7

Sep-19 143.3 130.7 12.6

Dec-19 152.2 134.6 17.6

2019 average 144.0 129.5 14.5

Adelaide Mar-19 130.7 121.1 9.6
Jun-19 145.7 131.7 14.0

Sep-19 1455 130.8 14.7

Dec-19 151.1 134.6 16.5

2019 average 143.3 129.6 13.7

Perth Mar-19 131.9 121.0 10.9
Jun-19 144.8 131.9 12.9

Sep-19 140.6 130.5 10.1

Dec-19 145.4 1339 11.5

2019 average 140.7 129.4 11.3

Source:  ACCC calculations based on FUELtrac, BP, Caltex, Mobil, Viva Energy and FuelWatch data.
Note: Retail prices, TGPs and GIRDs in Sydney are for E10.
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In the December quarter 2019, average GIRDs increased in all five cities and were the highest in

Brisbane (17.6 cpl). In Adelaide, average GIRDs increased by 1.8 cpl from the previous quarter and were
the highest on record (16.5 cpl).

Table 3.1 shows that in the five largest cities over the year to December 2019, quarterly average GIRDs:

varied significantly over the year and across cities, ranging from a high of 17.6 cpl (in Brisbane in the
December quarter 2019) to a low of 6.5 cpl (in Sydney in the March quarter 2019)

were lowest in Sydney, Melbourne, Brisbane and Adelaide in the March quarter 2019, and lowest in
Perth in the September quarter 2019

were highest in Sydney, Melbourne, Brisbane and Adelaide in the December quarter 2019 and
highest in Perth in the June quarter 2019.

When TGPs increase by large amounts in a short period (@s occurred in the March quarter 2019), lags
between changes in TGPs and changes in retail prices often have the effect of reducing GIRDs in the
short term. Conversely, when TGPs decrease by large amounts in a short period (which occurred in the
December quarter 2018), these lags often have the effect of increasing GIRDs.

3.3.2 GIRDs over a longer period

The effect of the lags between changes in TGPs and retail prices, and their impact on GIRDs, are less
prevalent when GIRDs are considered over a longer time-period.

Chart 3.3 shows twelve-month average GIRDs (in real terms) across the five largest cities, calculated at
the end of each quarter over the last six years.?®

Chart 3.3: Twelve-month average GIRDs in the five largest cities in real terms: March 2014 to
December 2019
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Source:  ACCC calculations based on FUELtrac, Informed Sources, BP, Caltex, Mobil, Viva Energy and WA FuelWatch data,
and Australian Bureau of Statistics, 6401.0 Consumer Price Index, Australia, Dec 2019, tables 1 and 2.
CPI: All Groups, Index Numbers and Percentage Changes, at: https://www.abs.gov.au/AUSSTATS /abs@.nsf
DetailsPage/6401.0Dec%202019?0OpenDocument, accessed on 25 February 2020.

Note: Real GIRDs are shown in December 2019 dollars.

28 l.e. using average retail prices and average TGPs over 12 month periods to the end of each quarter.
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The chart shows that across the five largest cities:

there was a substantial increase in twelve-month average GIRDs between March 2015 and
June 2016 (of 3.5 cpl)

between December 2015 and September 2017, twelve-month average GIRDs were in a 0.9 cpl band
between 11.1 cpl and 12.0 cpl

between March 2018 and December 2019, twelve-month average GIRDs were in a 0.8 cpl band
between 11.9 cpland 12.7 cpl

twelve-month average GIRDs at December 2019 were 12.6 cpl, slightly above the average over the
past two years of 12.5 cpl.

Retailers have previously advised the ACCC that the historically high GIRDs in recent years may partly
reflect increasing regulatory and compliance costs, especially in NSW.?° Although many of these costs
may have been one-off expenses, they may need to be recouped over a number of years.

The ACCC is currently working on a petrol industry report that analyses revenues, costs and profits in
the downstream petroleum industry. The analysis may also provide some insight into the factors driving
the increase in GIRDs in recent years.

34  Elements of the price change in the quarter

There are three broad components of the retail price of petrol:
the international price of refined petrol
taxes (excise and GST)

other costs and margins at the wholesale and retail levels.

Chart 3.4 shows the change in these components across the five largest cities between the September
and December quarters 2019. The chart also separates the other costs and margins component into
two elements:

other wholesale costs and margins (which includes international shipping costs, other import costs,
wholesale costs and wholesale margins)

retail costs and margins (represented by GIRDSs).

29 As noted in the Report on the Australian petroleum market—September quarter 2016 (p.1), these costs included: clean air
regulations; underground petroleum storage systems regulations; the ethanol mandate; FuelCheck; and fuel price board
specifications. Retailers also mentioned regulatory costs associated with the Queensland ethanol mandate, other costs
associated with capital expenditure to maintain or upgrade sites, and increases in operating costs, freight and litigation.
The report is available at: https://www.accc.gov.au/system/files/Report%200n%20the%20Australian%20petroleum%20
market%20September%20quarter%202016.pdf.
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Chart 3.4: Changes in the components of average retail petrol prices in the five largest cities:
September quarter 2019 to December quarter 2019
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Source:  ACCC calculations based on FUELtrac, OPIS, Argus Media, RBA and ATO data.

Notes: All prices are in Australian cents per litre.
The taxes component includes fuel excise and wholesale GST. The small amount of retail GST is included in GIRDs
rather than in taxes, to be consistent with GIRDs reported elsewhere in this report.

The increase in the average retail price in the five largest cities by 7.0 cpl in the December quarter 2019
was largely driven by increases in GIRDs (3.3 cpl) and the price of Mogas 95 (2.6 cpl).

The AUD-USD exchange rate is a significant determinant of Australia’s retail petrol prices because
international refined petrol is bought and sold in US dollars in global markets. Excluding the effect

of changes in the AUD-USD exchange rate (which decreased by around US 0.3 cent in the quarter),
Mogas 95 prices would have increased by 2.4 cpl in the quarter. The decrease in the AUD-USD
exchange rate compounded the increase of Mogas 95 prices and resulted in Mogas 95 prices increasing
by an additional 0.2 cpl in AUD terms.

Taxes increased marginally during the December quarter 2019, due to an increase in GST from
increased retail prices. Other wholesale costs and margins increased by 0.7 cpl.

The two largest components of the average retail price—Mogas 95 and taxes—accounted for around
83 per cent of the average price of petrol in the December quarter 20109.

3.5 Retail prices in Brisbane were higher than the other
four largest cities in aggregate

Retail prices in Brisbane are generally the highest among the five largest cities. In the December quarter
2019, average retail Brisbane prices (152.2 cpl) were again the highest and they were 6.8 cpl higher than
the lowest average retail prices for the quarter, observed in Perth (145.4 cpl). In the September quarter
2019, Brisbane prices had been the second highest behind Adelaide.

Chart 3.5 shows quarterly average retail prices in Brisbane and average prices across the other four
largest cities (i.e. Sydney, Melbourne, Adelaide and Perth) over the two years to December 2019. Over
this period, Brisbane retail prices were on average 2.8 cpl higher than the average across the other
four largest cities (ranging from a low of 0.9 cpl in the December quarter 2018 to a high of 4.1 cpl in the
June quarter 2018).
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Chart 3.5: Quarterly average retail prices in Brisbane and the other four largest cities: March quarter 2018 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, average retail prices in Brisbane were 3.9 cpl higher than the other
four largest cities in aggregate (148.3 cpl). This was 2.4 cpl higher than the differential in the
September quarter 2019 (1.5 cpb).

In the year to December 2019, Brisbane retail prices were on average 2.8 cpl higher than the
average across the other four largest cities. This was higher than the 2.0 cpl differential in the year to
September 20109.

The ACCC released its report on the Brisbane petrol market in October 2017.%° It noted that petrol
prices in Brisbane had been significantly higher than those in the other four largest cities in the period
2009-10 to 2016-17. Over those eight years, Brisbane motorists paid on average 3.3 cpl more for petrol
than motorists in the other four largest cities.

The report found that the main factor influencing the higher prices in Brisbane was higher retail margins
on petrol, which contributed to profits in Brisbane being significantly higher than the average across
Australia. It also found that retail pricing was less competitive in Brisbane, with retailers setting prices
higher at the top and bottom of the price cycle than retailers in Sydney. Furthermore, Brisbane had
fewer retail chains that were effective and vigorous price competitors. Brisbane had only four retailers
in this category (7-Eleven, Woolworths, Puma Energy and United), while Sydney had seven (Speedway,
Metro, Budget, Westside, United, 7-Eleven and Woolworths).

3.6 Price cycles in the five largest cities

Retail petrol prices in the five largest cities in Australia move in cycles. These price cycles do not occur
in the smaller capital cities or in most regional locations. Price cycles are the result of pricing decisions

made by petrol retailers aiming to maximise profits. They only occur at the retail level; wholesale prices
do not exhibit similar cyclical movements.

Table 3.2 shows that over the year to December 2019, the number of price cycles in each quarter varied
in Sydney, Melbourne, Brisbane and Adelaide.

30  ACCC, Report on the Brisbane petrol market, October 2017, at: https://www.accc.gov.au/publications/petrol-market-
studies/report-on-the-brisbane-petrol-market.
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Table 3.2: Number of price cycles per quarter in the five largest cities: March quarter 2019 to
December quarter 2019

Quarter Sydney Melbourne Brisbane Adelaide Perth
Mar-19 3 3 3 5 13
Jun-19 3 3 3 4 13
Sep-19 3 4 3 5 13
Dec-19 4 3 4 5 13
Year to Dec-19 13 13 13 19 52

Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, the number of price cycles in Adelaide remained unchanged compared
with the previous quarter. Sydney and Brisbane both had one more price cycle while Melbourne had
one less price cycle.

Perth had the most price cycles in the December quarter 2019, with price cycles occurring on a weekly
basis (as they have done since 2011). These cycles are highly predictable for motorists, with prices
almost consistently the lowest on a Monday and usually highest on a Tuesday. The consistency of price
cycles in Perth may have been influenced by the WA FuelWatch scheme, which has been in operation
since 2001.

The ACCC released a report on petrol price cycles in Australia in December 2018. The report noted
that while motorists find price cycles frustrating, they could use price cycles to their advantage to make
substantial savings across the year.s!

3.7 Prices in the three smaller capital cities

The differential between retail petrol prices in the three smaller capital cities (Canberra, Hobart and
Darwin) and the five largest cities decreased in the December quarter 2019 to 1.1 cpl, compared with
the previous quarter (3.5 cpl).

Chart 3.6 shows that in the year to December 2019, monthly average retail prices were:
= highest in Hobart in 11 months, and in Canberra in the remaining month
= always higher in Hobart than in the five largest cities

= lower in Darwin than in the five largest cities in 10 months (between February and May 2019 and
between July and December 2019)

= Jower in Canberra than in the five largest cities in April, May and October 2019 and equal to the
five largest cities in December 2019.

31 ACCC, Petrol price cycles in Australia, December 2018, at: https://www.accc.gov.au/publications/petrol-industry-reports/
petrol- price-cycles-in-australia.

Report on the Australian petroleum market—December 2019


https://www.accc.gov.au/publications/petrol-industry-reports/petrol-price-cycles-in-australia
https://www.accc.gov.au/publications/petrol-industry-reports/petrol-price-cycles-in-australia
https://www.accc.gov.au/publications/petrol-industry-reports/petrol-price-cycles-in-australia

Chart 3.6: Monthly average retail petrol prices in Canberra, Hobart, Darwin and the five largest cities:
January 2019 to December 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, average retail prices were:

= 143.8 cplin Darwin, which was 5.3 cpl lower than in the five largest cities (149.1 cpl)
= 1495 cpl in Canberra (0.4 cpl higher), and

= 1574 cplin Hobart (8.3 cpl higher).

Factors that may lead to relatively higher prices in Canberra and Hobart are similar to those factors
influencing prices in regional locations (outlined in section 4.1).

Recent movements in Darwin retail prices are discussed further in appendix B.

3.8 Retail prices of the main petrol grades

Chart 3.7 shows that retail prices of the main grades of unleaded petrol—RULP, premium unleaded
petrol (PULP) 95, PULP 98, and E10—all moved in a similar manner over the year to December 2019.%?

32 E10 prices are for Sydney and Brisbane only. RULP prices in Sydney are used in this section to calculate average RULP
prices in the five largest cities.
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Chart 3.7: Monthly average retail prices of RULP, PULP 95, PULP 98 and E10 in the five largest cities:
January 2019 to December 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, the average differential in the five largest cities between:

= RULP and PULP 95 prices was 13.3 cpl (a decrease of 0.8 cpl from the previous quarter)
= RULP and PULP 98 prices was 21.8 cpl (@ decrease of 0.2 cpl)

= E10 and RULP prices was 1.0 cpl (a decrease of 1.6 cpl).

Retail prices of the main grades of petrol move in a similar manner because they are all influenced by
international refined petrol benchmark prices (which, in turn, predominantly move in line with changes
in the international price of crude oil).

However, the price differentials between the various types of petrol vary over time. For example, while
retailers will generally set the price of PULP at a fixed premium to RULP, premiums are adjusted from
time to time in response to factors such as changes in international benchmark price differentials and
local supply and demand conditions.

3.9 Petrol prices in Australia and other OECD Countries

Compared with other developed countries, Australia’s retail petrol prices are relatively low. However,
a degree of caution needs to be exercised when comparing international petrol prices, because fuel
quality standards differ among countries, as does the availability and use of fuel types.

Chart 3.8 shows average retail PULP 95 prices—both including and excluding taxes—among

32 countries in the Organisation for Economic Co-operation and Development (OECD) in the
September quarter 2019 (the latest data available). It shows that of these countries, Australia had
the third-lowest retail PULP 95 prices. Australia historically has had the fourth-lowest prices of the
OECD countries.
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Chart 3.8: Average retail PULP 95 prices and taxes in OECD countries: Australian cents per litre,
September quarter 2019
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Source:  Department of the Environment and Energy, Australian Petroleum Statistics, issue 281, December 2019 at: https://
www.energy.gov.au/publications/australian-petroleum-statistics-2019, accessed on 25 February 2020.

Note: All international prices shown are for PULP 95 RON, except for New Zealand (96 RON).

The main reason for the lower retail petrol prices in Australia is the relatively low rate of taxation on fuel.
In the September quarter 2019 taxes made up around 36 per cent of retail PULP 95 prices in Australia.
This is much lower than in many OECD countries—the average tax component on PULP 95 prices in
the OECD was around 54 per cent in the September quarter 2019. Excluding taxes, PULP 95 prices in
Australia were equal ninth-highest of the OECD countries.

Chart 3.9 shows average retail RULP prices—both including and excluding taxes—among eight OECD
countries in the September quarter 2019. In the majority of OECD countries other than Australia, RULP
is not sold in significant quantities. The chart shows that Australia had the third-lowest retail RULP
prices among these countries. Excluding taxes, RULP prices in Australia were equal fourth-lowest of the
OECD countries.
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Chart 3.9: Average retail RULP prices and taxes in OECD countries: Australian cents per litre,
September quarter 2019
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4.  Retalil petrol price movements in
regional locations

The ACCC monitors fuel prices in all capital cities and over 190 regional locations across Australia.
These locations are identified in appendix A.

4.1 Influences on regional petrol prices

Movements in retail petrol prices in regional locations are largely driven by changes in international
refined petrol prices and the AUD-USD exchange rate, as they are in the five largest cities.

However, prices are generally higher in regional locations. A number of factors may contribute to these
higher prices, including:

a lower level of local competition
lower volumes of fuel sold
distance/location factors

lower convenience store sales.

The influence of these factors varies significantly from location to location. This means that there may
be substantial differences in prices between specific regional locations.

4.2  Regional petrol prices in aggregate

In the December quarter 2019, average prices in regional locations in aggregate (regional prices) were
the same as average prices in the five largest cities (149.1 cpl). In the September quarter 2019, average
regional prices were 2.1 cpl higher than average prices in the five largest cities.

Chart 4.1 shows that monthly average regional prices were broadly stable during the December
quarter 2019. In October 2019, monthly average regional prices were 149.7 cpl, an increase of 4.4 cpl
from September 2019 (145.3 cpl). Prices subsequently decreased marginally in November 2019 and
increased marginally in December 2019 to end the quarter at 149.0 cpl.

Between September 2019 and December 2019 average prices in regional locations increased by 3.7 cpl.
This was less than the increase in the five capital cities 4.1 cpb).
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Chart 4.1: Monthly average retail petrol prices in regional locations in aggregate and the five largest cities:
January 2019 to December 2019
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Source:  ACCC calculations based on FUELtrac data.

The monthly average differential between regional prices and prices in the five largest cities varied
substantially in 2019, ranging from 12.2 cpl above the five largest cities (in January 2019) to 0.8 cpl
below in October 2019. During the December quarter 2019, monthly average regional prices ranged
from 0.8 cpl below prices in the five largest cities (in October) to 1.1 cpl above prices in the five largest
cities (in November).

In December 2019, average prices in 82 locations (representing around 45 per cent of monitored
locations) were higher than the average price in the five largest cities.

While retail petrol prices in regional locations generally follow movements in the international

price of refined petrol, they often do not respond as quickly—either up or down—as prices in the

five largest cities. For example, average petrol prices in the five largest cities increased significantly

in February 2019 in line with international refined petrol prices, whereas average petrol prices in
regional locations remained stable. Conversely, average petrol prices in the five largest cities decreased
substantially in June 2019 (in line with international refined petrol prices) while average petrol prices in
regional locations decreased by a relatively smaller amount.

Further information on petrol price movements in the December quarter 2019 in all locations monitored
by the ACCC is presented in appendix A.

4.3 Prices in each of the states and territories

Charts 4.2 to 4.8 show seven-day rolling average retail petrol prices in regional locations in each

state and the NT, along with those of the relevant capital city, from 1 January 2019 to 31 December
2019. These charts also show the average differential between prices in regional locations in the
state/territory and the respective capital city in the months of September and December 2019, and in
calendar year 2019.

In December 2019, monthly average regional prices were higher than average capital city prices in
NSW, WA and the NT.

Charts 4.2 to 4.8 show that price comparisons between capital cities and regional locations are
significantly influenced by price cycles in a number of the capital cities over the short term. An example
is the price differential between Melbourne and Victorian regional locations in September 2019.
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Chart 4.2: Seven-day rolling average petrol prices in NSW regional locations and Sydney: 1 January 2019 to
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Chart 4.3: Seven-day rolling average petrol prices in Victorian regional locations and Melbourne: 1 January
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Chart 4.4: Seven-day rolling average petrol prices in Queensland regional locations and Brisbane:
1January 2019 to 31 December 2019
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Chart 4.5: Seven-day rolling average petrol prices in SA regional locations and Adelaide: 1 January 2019 to
31 December 2019
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Chart 4.6: Seven-day rolling average petrol prices in WA regional locations and Perth: 1 January 2019 to
31 December 2019
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Chart 4.7: Seven-day rolling average petrol prices in Tasmanian regional locations and Hobart:
1January 2019 to 31 December 2019
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Chart 4.8: Seven-day rolling average petrol prices in NT regional locations and Darwin: 1 January 2019 to
31 December 2019
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Chart 4.9 shows seven-day rolling average retail petrol prices in Canberra from 1 January 2019 to
31 December 2019. There are no prices available for locations in the ACT other than Canberra.

Chart 4.9: Seven-day rolling average petrol prices in Canberra: 1 January 2019 to 31 December 2019
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S. International price movements

The main influences on movements in retail petrol prices in Australia are the international price of
refined petrol (which, in turn, is influenced by the price of crude oil) and the AUD-USD exchange rate.

5.1 Crude oil and refined petrol

Crude oil prices are an important influence on movements in refined petrol prices around the world.
There are a number of international benchmarks used for pricing crude oil, including West Texas
Intermediate (WTI), Brent, Tapis and Dubai. The most widely used benchmark in global markets is Brent
crude oil.

The relevant international benchmark price for petrol in Australia is the price of refined petrol in the
Asia-Pacific region. For RULP it is Singapore Mogas 95 Unleaded (Mogas 95). This benchmark is used
for pricing petrol in Australia due to Australia’s proximity to Singapore, which is one of the world’s most
important trading and refining centres.

51.1 Price movements over the last two years

Chart 5.1 shows movements in weekly average Brent crude oil and Mogas 95 prices in the two years to
December 2019.

Chart 5.1: Weekly average Brent crude oil and Mogas 95 prices: January 2018 to December 2019
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Weekly average Brent crude oil prices trended upwards for the first nine months of 2018, reaching

a high of around USD 84 per barrel in early-October 2018, before decreasing sharply, to around

USD 52 per barrel by the end of December 2018. They trended upwards in early 2019, to a high of
around USD 73 per barrel in April 2019. Prices subsequently decreased and were broadly stable within
a USD 6 per barrel band between around USD 58 per barrel and USD 64 per barrel to the end of
September 2019.

In the December quarter 2019, weekly average Brent crude oil prices started the quarter at around
USD 60 per barrel in early-October 2019. Prices then steadily increased and finished the quarter at
around USD 70 per barrel.
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Weekly average Mogas 95 prices moved in a similar manner to Brent crude oil prices over the

two-year period. They reached a peak in October 2018 (at around USD 94 per barrel), and then
decreased sharply to around USD 55 per barrel by the end of December 2018. They trended upwards
to a high of around USD 83 per barrel by late-April 2019. They subsequently decreased to around

USD 65 per barrel in early-June 2019 and were broadly stable within a USD 10 per barrel band between
around USD 65 per barrel and USD 75 per barrel to mid-September 2019. Prices increased sharply in
mid-September to around USD 79 per barrel and then decreased to around USD 75 per barrel at the
end of September 2019.

In the December quarter 2019, Mogas 95 prices were volatile within a USD 7 per barrel band between
around USD 71 per barrel and USD 78 per barrel. Prices were around USD 76 per barrel at the end of
the quarter.

Overall, Brent crude oil and Mogas 95 prices were higher in the December quarter 2019:

= quarterly average Brent crude oil prices were around USD 64 per barrel (an increase of
USD 3 per barrel from the previous quarter)

= quarterly average Mogas 95 prices were USD 75 per barrel (@an increase of USD 2 per barrel).

Increases in crude oil prices in the first nine-months of 2018 were largely influenced by agreements
made by the Organisation of the Petroleum Exporting Countries (OPEC) cartel, and some other crude
oil producing countries (including Russia), since late-2016 to cut production. This was compounded by
concerns about international crude oil supplies arising from US sanctions against Iran, the political and
economic crisis in Venezuela and a decrease in US crude oil inventories.33

The sharp fall in crude oil prices from early-October 2018 was due to concerns over a global trade

war (with worries that it would reduce economic activity and subsequently demand for crude oil) and
increasing US shale oil production.®** Increasing crude oil prices in early-2019 were due to increasing
compliance with production cuts among OPEC countries and Russia.*®* On 1 July 2019, OPEC
announced that it had agreed to extend oil supply cuts until March 2020, citing concerns over a weaker
global economy and higher US production.3®

In mid-September 2019 international crude oil prices increased by over 10 per cent (to around

USD 69 per barrel) following an attack on Saudi Arabian crude oil production facilities.®” The attack
reduced Saudi crude oil production by around 50 per cent, which represented around 5 per cent of total
global production.

However, by the end of September 2019, crude oil prices had returned to their pre-attack levels.
This was influenced by Saudi Arabia’s announcement that it would restore its capacity by the end of
September 2019, and maintain supplies to customers by drawing on its oil inventories and offering
other crude oil grades from other fields.*® It may also have been influenced by the fact that the US is
once again the world’s largest crude oil producer, due to increasing shale oil production, and it could

33 Reuters, Oil prices rise amid risk of supply disruptions, 17 April 2018, at: https://www.reuters.com/article/global-oil /oil-
prices-riseamid-risk-ofsupply-disruptions-idUSL3N1RU19C, and Crude rises to highest since July on sanction concerns,
30 August 2018, at: https://uk.reuters.com/article/uk-global-oil /oil-rises-on-iran-sanctions-lower-us-fuel-inventories-
iIdUKKCNI1LFOPF, accessed on 25 February 2020.

34  Reuters, A slippery trade: oil slump proves bears right, 24 November 2018, at: https://www.reuters.com/article/
us-marketsoilmajors-bears-graphic/a-slippery-trade-oil-slump-proves-bears-right-idUSKCNINS1IU , accessed on
25 February 2020.

35 Reuters, OPEC cuts oil supply steeply but sees growing 2019 headwinds, 12 February 2019, at: https://www.reuters.com/
article/us-oil-opec-report/opec-cuts-oil-supply-steeply-but-sees-growing-2019-headwinds-idUSKCN1Q11GA, accessed
on 25 February 2020.

36 Reuters, OPEC extends oil cut to prop up prices as economy weakens, 1 July 2019, at: https://www.reuters.com/article/us-
oil-opec/opec-extends-oil-cut-to-prop-up-prices-as-economy-weakens-idUSKCNITWI1LF, accessed on 25 February 2020.

37 Reuters, Oil jumps nearly 15% in record trading after attack on Saudi facilities, 16 September 2019, https://www.reuters.
com/article/us-global-oil/oil-jumps-nearly-15-in-record-trading-after-attack-on-saudi-facilities-idUSKBNIWO00UG,
accessed on 25 February 2020.

38 Reuters, Saudi Arabia to restore oil output fully by end of September: energy minister, 18 September 2019, at: https://
www.reuters.com/article/us-saudi-aramco-energy-production/saudi-arabia-to-restore-oil-output-fully-by-end-of-
september-energy-minister-idUSKBN1IW?2291 and Saudi Arabia restores full oil output after attacks, focused on Aramco
/PO, 3 October 2019, at: https://www.reuters.com/article/us-russia-oil-opec-sarabia/saudi-has-restored-oil-output-after-
attacks-focused-on-aramco-ipo-energy-minister-idUSKBNIWIONR, accessed on 25 February 2020.
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meet some of the shortfall in supply. Additionally, the fragile state of the global economy may have
contributed to a reduction in predicted crude oil demand.*®

In December 2019, OPEC and non-OPEC nations agreed to further cuts in crude oil production of

500 000 barrels per day until 31 March 2020, increasing the agreed cuts from 1 200 000 barrels per day
to 1 700 000 barrels per day.*° Increases in crude oil prices in the December 2019 quarter were also
influenced by an attack on an Iranian crude oil tanker in early-October 2019, improvements in trade
talks between the US and China, and increased demand for oil imports by China.**

5.1.2 Refiner margin

The difference between the price of refined petrol and the price of crude oil is referred to as the refiner
margin. In the December quarter 2019, the average refiner margin was USD 10.9 per barrel, a decrease
of USD 0.3 per barrel from the previous quarter (USD 11.2 per barrel).

5.1.3 Crude oil prices in the long term

As with many commodities, crude oil prices fluctuate greatly. In the short term, market sentiment about
economic conditions and geo-political events can drive rapid movements in crude oil prices. Over the
medium to longer term, prices are driven by supply and demand factors, with periods of high or low
prices lasting several years.

Extended periods of high crude oil prices provide an incentive for producers to invest in exploration
and expansion. This leads to an increase in supply, which in turn puts downward pressure on prices.
Conversely, when crude oil prices are low, producers tend not to invest, which puts upward pressure on
prices, as growth in demand is not met by supply.

Chart 5.2 shows that, over the 40 years to December 2019, WTI crude oil prices in real terms were on
average around USD 62 per barrel. Over the last 10 years, prices were historically high, with the average
around USD 79 per barrel. In the December quarter 2019, real WTI crude oil prices were on average
around USD 57 per barrel, which was USD 1 per barrel higher than the September quarter 2019

(USD 56 per barrel) and USD 5 per barrel lower than the 40-year average.

39 S&P Global Platts, US shale and a glut of crude will prevent Saudi oil shock, 23 September 2019, at: https://blogs.platts.
com/2019/09/23/us-shale-crude-saudi-oil-shock/, accessed on 25 February 2020.

40 Organisation of the Petroleum Exporting Countries, The 7th OPEC and non-OPEC Ministerial Meeting concludes,
media release, 6 December 2019, at: https://www.opec.org/opec_web/en/press_room/5797.htm, accessed on
25 February 2020.

41 Reuters, Oil rises 2% after reports of Iranian tanker attack, business, 11 October 2019, at: https://www.reuters.com/article/
us-global-oil/oil-jumps-briefly-after-reports-of-iranian-tanker-attack-idUSKBNIWQO2L, CNBC (Consumer News and
Business Channel) , Oil prices steadly, on track for biggest yearly rise since 2016, 30 December 2019, at: https://www.cnbc.
com/2019/12/31 /oil-markets-us-china-trade-supply-cuts-in-focus.html, and About energy, Oil Market Review, Monthly
review, at: https://www.aboutenergy.com/en_IT/oil-prices.page, accessed on 25 February 2020.
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Chart 5.2: Monthly average real WTI crude oil prices: January 1980 to December 2019
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Source:  ACCC calculations based on data used with permission from The Wall Street Journal, WSJ.com, Copyright
2015 Dow Jones & Company, Inc. All rights reserved, Reuters and U.S. Department of Labor, Bureau of Labor
Statistics, Consumer Price Index for all urban consumers, at: http://www.dlt.ri.gov/Lmi/pdf/cpi.pdf, accessed on
25 February 2020.

Note: Real prices are shown in December 2019 dollars.

5.2 AUD-USD exchange rate

The AUD-USD exchange rate is a significant determinant of Australia’s retail petrol prices, because
international refined petrol is bought and sold in US dollars in global markets.

Chart 5.3 shows that in the two years to December 2019, the AUD-USD exchange rate trended
downwards for much of the period before increasing in late-November 2019. It decreased from a
high of US 81 cents in January 2018 to a low of US 67 cents in October 2019. The average AUD-USD
exchange rate during the two-year period was US 72 cents.
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Chart 5.3: Daily AUD-USD exchange rates: 1 January 2018 to 31 December 2019
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Source:  RBA data.

Note: Exchange rates are the daily RBA 4.00 pm closing rates. See: http://www.rba.gov.au/statistics/frequency
exchange-rates.html.

In the December quarter 2019, the average AUD-USD exchange rate was US 68 cents, which was
around US 1 cent lower than in the September quarter 2019. On a quarterly average basis, the
AUD-USD exchange rate in the December quarter 2019 was the lowest in over 10 years (since the
March quarter 2009).

Had the AUD-USD exchange rate remained at the January 2018 high of US 81 cents, average retail
petrol prices in the December quarter 2019 in Australia would have been around 11.9 cpl lower
(everything else being equal).
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6. Diesel and automotive LPG prices

6.1 Diesel price movements

Quarterly average retail diesel prices in the five largest cities were 150.2 cpl in the December quarter
2019, an increase of 2.3 cpl from the September quarter 2019 (147.9 cpl).

The appropriate international benchmark price for diesel is the price of Singapore Gasoil with

10 parts per million sulphur content (Gasoil 10 ppm). International demand for diesel is different

from that for petrol, in part because of diesel’s off-road, industrial and electricity generation uses.
However, both petrol and diesel are refined from crude oil and their prices broadly tend to follow similar
movements over the long term.

Chart 6.1 shows that seven-day rolling average retail diesel prices in the five largest cities broadly
tracked Gasoil 10 ppm prices over the past year.

Chart 6.1: Seven-day rolling average retail diesel prices in the five largest cities and Gasoil 10 ppm
prices: 1 January 2019 to 31 December 2019
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Source:  ACCC calculations based on data from FUELtrac, OPIS, Argus Media and RBA.

Notes: Gasoil 10 ppm prices are lagged by 11 days as there is generally around a one- to two-week lag between changes in
international prices and changes in retail prices in the five largest cities.
A seven-day rolling average price is the average of the current day’s price and prices on the six previous days.

Seven-day rolling average retail diesel prices were 150.3 cpl at the beginning of the December
quarter 2019. They remained broadly stable throughout the quarter and were 150.9 cpl at the end of
December 20109.

Gasoil 10 ppm prices in Australian cents per litre were 73.3 cpl at the beginning of the quarter. They
fluctuated within a 5.4 cpl band between 69.4 cpl and 74.8 cpl, before ending the quarter at 72.9 cpl.

Quarterly average Gasoil 10 ppm prices in the December quarter 2019 in Australian cents per litre were
71.3 cpl, an increase of 0.4 cpl from the September quarter 2019 (70.9 cpl).

Unlike petrol prices, diesel prices in the five largest cities do not move in cycles. Diesel prices may not
have price cycles because a large proportion of sales are to commercial users who purchase diesel on
a contractual basis. According to the Australian Institute of Petroleum, only around 25 per cent of the
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diesel used in Australia is sold through retail outlets, and much of that is sold to account customers with
very little sold to private customers.*?

6.2 Automotive LPG price movements

Quarterly average retail automotive LPG prices in the five largest cities in the December quarter 2019
were 79.2 cpl, unchanged from the September 2019 quarter.

The appropriate international benchmarks for automotive LPG are the Saudi Aramco Contract Prices
for propane and butane (Saudi CP). These prices only change once a month, at the start of each month.
International LPG prices loosely move in line with international refined petrol and diesel prices.

Seven-day rolling average retail automotive LPG prices were 77.5 cpl at the beginning of the
December quarter 2019 (see chart 6.2). They increased to around 79.0 cpl and stayed within a 0.8 cpl
band for the remainder of the quarter, ending the quarter at 79.6 cpl.

The Saudi CP benchmarks were 34.3 cpl at the beginning of the December quarter 2019, which
was 5.7 cpl higher than in Septemlber 2019 (28.6 cpl). The benchmark prices increased marginally
throughout the quarter to 35.8 cpl in December 20109.

Chart 6.2: Seven-day rolling average retail automotive LPG prices in the five largest cities and monthly
Saudi CP benchmarks: 1 January 2019 to 31 December 2019
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Source:  ACCC calculations based on data from FUELtrac, RBA, Gas Energy Australia and Reuters.
Note: A seven-day rolling average price is the average of the current day’s price and prices on the six previous days.

Chart 6.2 shows that overall automotive LPG prices were not as responsive to movements in Saudi CP
benchmark prices in the year to 31 December 20109.

As the Saudi CP benchmarks only change at the start of each month, the relationship between
movements in the international benchmark prices and retail prices for automotive LPG is different from
petrol and diesel. Furthermore, international LPG prices are influenced by non-transport factors such as
demand for heating (particularly in the Northern Hemisphere).

Like diesel prices, retail automotive LPG prices tend to be less volatile than petrol prices and do not
move in cycles. Automotive LPG usage in Australia is significantly less than petrol and diesel usage, and
there are fewer retailers of automotive LPG (particularly outside Victoria where around half of Australia’s
automotive LPG is sold).

42 Australian Institute of Petroleum, Facts about diesel prices & the Australian fuel market, at: https://www.aip.com.au/sites/
default/files/download-files/2020-02/Facts%20about%20Diesel%20Prices%20and%20the%20Australian%20Fuel%20Market.
pdf, accessed on 25 February 2020.
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Appendix A: Petrol price data for
monitored locations

The ACCC monitors fuel prices in all capital cities and over 190 regional locations across Australia.
Monthly average retail petrol prices for September and December 2019, and the change between the
two, are shown in table A1.% The table also shows the differential between average petrol prices in the
five largest cities and each regional location in the month of December 2019 and calendar year 2019.44

Table A1l:  Monthly average petrol prices in September and December 2019, and city-country differentials in
the month of December 2019 and 2019—cpl

Location September 2019 December 2019 Change Differential Differential 2019
September to December 2019

December 2019
Sydney 141.4 147.0 5.6
Melbourne 146.6 149.7 3.1
Brisbane 146.5 151.2 4.7
Adelaide 149.4 153.4 4.0
Perth 142.0 145.2 3.2
Five largest cities 145.2 149.3 4.1
Hobart 153.9 157.1 3.2 7.8 10.5
Canberra 145.4 149.3 3.9 0.0 4.1
Darwin 139.6 141.4 1.8 -7.9 -2.8
New South Wales
Albury 139.1 144.8 57 -4.5 -5.0
Armidale 145.6 149.0 3.4 -0.3 3.2
Ballina 147.6 148.4 0.8 -0.9 5.9
Batemans Bay 147.7 152.3 4.6 3.0 3.6
Bathurst 136.7 139.8 31 -9.5 -5.4
Bega 149.9 151.5 1.6 2.2 6.6
Broken Hill 148.4 153.2 4.8 3.9 6.4
Bulahdelah 144.8 148.1 3.3 -1.2 14
Casino 141.6 147.9 6.3 -1.4 0.0
Central Coast 145.0 153.5 8.5 4.2 21
Coffs Harbour 146.3 150.1 3.8 0.8 3.5
Cooma 150.1 155.1 5.0 5.8 6.5
Coonabarabran 1479 151.8 3.9 2.5 1.6
Cootamundra 143.8 148.2 4.4 1.1 0.2
Cowra 142.0 148.4 6.4 -0.9 17
Deniliquin 150.2 151.9 1.7 2.6 7.2
Dubbo 145.9 149.4 3.5 0.1 0.9
Forbes 1417 144.0 2.3 -5.3 3.1
Forster 149.2 149.9 0.7 0.6 6.2

43 For a price to be included in the table there had to be a price observation on at least 75 per cent of days in the month/
year. Ten locations—Blackall, Buronga, Cloncurry, Coober Pedy, Cunnamulla, Gundagai, Mt Isa, Normanton, Oberon and
Weipa—did not have sufficient data for September and/or December 2019. E10 prices instead of RULP prices are reported
in Sydney, Bulahdelah, Coonabarabran, Cowra, Gilgandra, Gunnedah, Lithgow, Murwillumbah, Ulladulla, Wellington and
West Wyalong.

44 The source for all prices in this appendix is ACCC calculations based on FUELtrac data.
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Location September 2019 December 2019 Change September Differential Differential 2019
to December 2019 December 2019
Gilgandra 144.4 149.8 5.4 0.5 0.8
Glen Innes 137.3 146.4 9.1 -2.9 2.1
Goulburn 1379 142.7 4.8 -6.6 -3.4
Grafton 144.1 148.7 4.6 -0.6 2.5
Griffith 142.6 146.1 35 -3.2 1.3
Gunnedah 138.8 143.0 4.2 -6.3 -5.4
Hay 146.3 150.1 3.8 0.8 4.0
Inverell 144.6 148.7 4.1 -0.6 0.2
Jerilderie 149.9 149.9 0.0 0.6 6.2
Kempsey 137.4 145.4 8.0 -3.9 -4.1
Leeton 143.4 148.1 4.7 -1.2 0.9
Lismore 146.8 147.8 1.0 -1.5 2.5
Lithgow 134.3 138.3 4.0 -11.0 -10.2
Merimbula 142.0 151.8 9.8 2.5 0.3
Mittagong 150.1 149.9 -0.2 0.6 3.1
Moama 139.2 147.8 8.6 -1.5 11
Moree 144.1 149.9 5.8 0.6 3.4
Moruya 140.5 144.0 3.5 -5.3 -3.5
Moss Vale 144.2 146.6 2.4 -2.7 2.0
Mudgee 148.5 154.2 5.7 4.9 6.9
Murwillumbah 149.8 149.9 0.1 0.6 3.4
Muswellbrook 140.6 144.9 4.3 -4.4 -4.3
Narrabri 147.6 150.0 2.4 0.7 3.1
Newcastle 147.5 150.6 31 1.3 14
Nowra 137.0 146.8 9.8 -2.5 -3.8
Nyngan 145.8 147.7 1.9 -1.6 1.5
Orange 140.6 145.3 4.7 -4.0 -2.9
Parkes 144.9 148.5 3.6 -0.8 3.4
Port Macquarie 149.9 152.7 2.8 3.4 7.6
Queanbeyan 143.6 146.0 2.4 -3.3 1.8
Singleton 139.5 138.8 -0.7 -10.5 -3.1
Tamworth 139.7 143.6 3.9 -5.7 -1.8
Taree 142.0 146.4 4.4 -2.9 0.5
Temora 141.9 152.9 11.0 3.6 4.4
Tumut 144.6 150.0 5.4 0.7 3.9
Tweed Heads South 148.3 154.4 6.1 51 2.6
Ulladulla 141.1 145.8 4.7 -3.5 -2.0
Wagga Wagga 147.8 148.8 1.0 -0.5 1.1
Wauchope 149.6 150.9 1.3 16 7.3
Wellington 140.4 142.9 2.5 -6.4 -4.8
West Wyalong 145.0 149.4 4.4 0.1 2.8
Wollongong 148.0 159.4 114 10.1 4.0
Woolgoolga 145.5 149.7 4.2 0.4 4.2
Yass 143.8 148.7 4.9 -0.6 3.6
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Location September 2019 December 2019 Change September Differential Differential 2019
to December 2019 December 2019

Northern Territory
Alice Springs 158.2 1579 -0.3 8.6 16.0
Katherine 144.8 143.6 -1.2 -5.7 51
Tennant Creek 163.4 165.3 19 16.0 21.3
Queensland
Atherton 143.9 147.7 3.8 -1.6 3.3
Ayr 140.2 142.8 2.6 -6.5 -1.0
Biloela 149.9 149.8 -0.1 0.5 5.3
Blackwater 159.9 159.9 0.0 10.6 18.1
Bowen 143.1 146.8 3.7 -2.5 0.0
Bundaberg 138.5 140.1 1.6 -9.2 -5.1
Caboolture 148.9 149.3 0.4 0.0 2.4
Cairns 138.4 147.3 8.9 -2.0 -0.1
Charleville 136.5 147.5 11.0 -1.8 0.0
Charters Towers 146.0 150.2 4.2 0.9 3.2
Childers 144.4 147.9 3.5 1.4 -0.1
Dalby 139.7 143.4 3.7 -5.9 -1.4
Emerald 149.9 149.8 -0.1 0.5 9.0
Gladstone 1376 145.5 7.9 -3.8 -4.6
Gold Coast 143.6 148.2 4.6 -1.1 -0.4
Goondiwindi 136.4 140.0 3.6 -9.3 -0.2
Gympie 138.5 141.2 2.7 -8.1 -3.8
Hervey Bay 142.5 140.2 -2.3 -9.1 -0.7
Ingham 147.6 149.4 1.8 0.1 4.8
Innisfail 140.1 146.9 6.8 -2.4 4.4
Ipswich 141.2 148.5 7.3 -0.8 0.0
Kingaroy 141.3 145.2 3.9 -4.1 -4.9
Longreach 155.2 158.4 3.2 9.1 15.6
Mackay 139.5 147.6 8.1 -1.7 1.6
Mareeba 145.6 150.1 4.5 0.8 4.2
Maryborough 140.7 142.2 1.5 -7.1 -3.2
Miles 137.8 1376 -0.2 -11.7 -7.1
Moranbah 140.8 145.9 5.1 -3.4 0.3
Rockhampton 142.2 147.2 5.0 2.1 2.1
Roma 134.5 141.0 6.5 -8.3 -7.5
Sunshine Coast 1441 146.8 2.7 -2.5 0.2
Toowoomba 1379 139.1 1.2 -10.2 -6.1
Townsville 139.0 146.2 7.2 -3.1 -0.6
Tully 143.4 149.9 6.5 0.6 5.3
Warwick 136.8 1441 7.3 -5.2 -3.5
Whitsunday 134.7 139.6 4.9 -9.7 -3.8
Yeppoon 142.0 146.9 4.9 -2.4 1.1
South Australia
Bordertown 147.2 148.7 1.5 -0.6 1.8
Ceduna 150.3 152.9 2.6 3.6 71
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Location September 2019 December 2019 Change September Differential Differential 2019
to December 2019 December 2019

Clare 142.6 146.9 4.3 -2.4 -1.6
Gawler 153.1 157.0 3.9 7.7 3.7
Kadina 144.6 146.8 2.2 -2.5 -1.4
Keith 147.2 150.1 2.9 0.8 3.0
Loxton 142.3 148.3 6.0 -1.0 -0.2
Mt Gambier 145.8 147.2 14 2.1 -3.0
Murray Bridge 142.9 143.1 0.2 -6.2 -2.7
Naracoorte 144.0 151.6 7.6 2.3 11
Port Augusta 156.1 155.0 1.1 5.7 2.7
Port Lincoln 148.6 152.8 4.2 3.5 3.9
Port Pirie 141.9 146.8 4.9 -2.5 -1.8
Renmark 148.3 149.6 13 0.3 11
Tailem Bend 147.8 149.8 2.0 0.5 1.3
Victor Harbour 150.6 1529 2.3 3.6 11
Whyalla 147.6 150.1 2.5 0.8 0.1
Tasmania

Burnie 150.3 154.0 3.7 4.7 7.0
Campbell Town 152.8 156.9 4.1 7.6 9.5
Devonport 151.4 156.7 53 7.4 9.4
Huonville 147.5 154.2 6.7 4.9 6.6
Launceston 155.1 158.3 3.2 9.0 121
New Norfolk 152.2 157.8 5.6 8.5 11.9
Queenstown 155.0 159.1 4.1 9.8 115
Smithton 149.0 154.6 5.6 5.3 6.2
Sorell 151.1 155.4 4.3 6.1 8.6
Ulverstone 152.0 155.2 3.2 5.9 8.4
Wynyard 146.4 155.9 9.5 6.6 6.0
Victoria

Ararat 146.6 146.3 -0.3 -3.0 3.3
Bairnsdale 140.2 140.7 0.5 -8.6 -4.2
Ballarat 137.2 140.7 3.5 -8.6 -6.6
Benalla 141.9 146.0 4.1 -3.3 -1.9
Bendigo 138.9 145.0 6.1 -4.3 -4.7
Cobram 144.9 148.9 4.0 -0.4 2.2
Colac 140.6 141.8 1.2 -7.5 -4.2
Corryong 148.8 154.1 5.3 4.8 5.8
Echuca 140.7 146.9 6.2 2.4 0.5
Euroa 147.2 153.9 6.7 4.6 2.3
Geelong 142.1 147.9 5.8 14 -2.2
Hamilton 143.2 146.5 3.3 -2.8 -0.9
Horsham 146.6 149.9 3.3 0.6 3.7
Koo Wee Rup 148.2 149.5 13 0.2 0.7
Kyabram 145.7 150.7 5.0 14 2.8
Lakes Entrance 140.0 144.6 4.6 -4.7 1.7
Leongatha 135.7 1375 1.8 -11.8 -0.6
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Location September 2019 December 2019 Change September Differential Differential 2019
to December 2019 December 2019

Mansfield 149.9 145.9 -4.0 -3.4 5.7
Mildura 145.3 150.2 4.9 0.9 1.7
Moe 139.7 143.9 4.2 -5.4 -3.4
Morwell 138.2 140.4 2.2 -8.9 -5.7
Portland 137.6 145.5 7.9 -3.8 -4.8
Sale 147.4 149.5 2.1 0.2 1.1
Seymour 147.4 154.8 7.4 5.5 -0.1
Shepparton 140.2 146.8 6.6 -2.5 -3.2
Swan Hill 146.5 149.9 3.4 0.6 3.8
Traralgon 141.5 144.3 2.8 -5.0 -2.6
Wallan 145.2 151.4 6.2 2.1 0.4
Wangaratta 140.5 143.9 3.4 -5.4 -3.7
Warrnambool 141.5 146.7 5.2 -2.6 -1.2
Wodonga 141.1 146.3 52 -3.0 -1.8
Wonthaggi 146.6 147.8 1.2 -1.5 1.9
Yarrawonga 144.7 149.8 51 0.5 2.9
Western Australia

Albany 141.8 143.6 1.8 -5.7 -0.5
Boulder 150.6 151.9 13 2.6 8.9
Bridgetown 145.9 150.1 4.2 0.8 5.0
Broome 165.2 162.5 -2.7 13.2 22.7
Bunbury 140.6 146.9 6.3 -2.4 -0.3
Busselton 142.5 145.3 2.8 -4.0 0.3
Carnarvon 154.1 156.5 2.4 7.2 11.3
Collie 143.9 145.5 1.6 -3.8 2.5
Dongara 149.9 151.7 1.8 2.4 6.4
Esperance 150.9 153.6 2.7 4.3 10.0
Eucla 164.8 169.4 4.6 20.1 22.7
Geraldton 146.7 146.9 0.2 -2.4 4.9
Kalgoorlie 150.7 151.7 1.0 2.4 8.7
Karratha 161.9 161.9 0.0 12.6 21.3
Manjimup 140.6 146.1 5.5 -3.2 -1.2
Mount Barker 142.0 145.5 35 -3.8 -0.6
Port Hedland 158.4 161.3 2.9 12.0 19.2
Waroona 137.7 142.2 4.5 -71 -3.7
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Appendix B: Update on regional
market studies

The ACCC undertook four regional petrol market studies between 2015 and 2017. These studies
examined petrol markets in Darwin, Launceston, Armidale and Cairns. Following the completion of
those studies, the ACCC continues to monitor prices and developments in those locations to assess
changes in competition over time.

Darwin

The ACCC's report on the Darwin petrol market was released in November 2015.%° It found that
the increase in retail petrol margins in Darwin in 2012-13 and 2013-14 had imposed a significant

cost on motorists. The report noted that higher prices and profits in Darwin were the result of weak
retail competition.

Darwin petrol prices increased in the December quarter 2019

Chart B1 shows quarterly average retail petrol prices in Darwin and the five largest cities from the
March quarter 2017 to the Decemlber quarter 20109.

Chart B1: Quarterly average retail petrol prices in Darwin and the five largest cities: March quarter 2017 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, average retail prices in Darwin were 143.8 cpl, an increase of 4.7 cpl

from the September quarter 2019 (139.1 cpl). This was smaller than the increase in the five largest cities
(7.0 cpl)

In the December quarter 2019, the quarterly average price in Darwin was 5.3 cpl lower than the
five largest cities. This was an increase of 2.3 cpl in the differential between the two from the September
quarter 2019 (when Darwin prices were 3.0 cpl lower).

The market study noted that the average differential between prices in Darwin and the five largest cities
in 2012-13 and 2013-14 was over 19.0 cpl. Since then it has decreased significantly.

45 ACCC, Report on the Darwin petrol market, 23 November 2015, at: https://www.accc.gov.au/publications/petrol-market-
studies/report-on-the-darwin-petrol-market.
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Darwin prices were below a long-term competitive cost-based price

The ACCC’s 2015 Darwin report noted that motorists were paying around 10 cpl more than they should
have been in a competitive market. This was based on a comparison of GIRDs in Darwin with those in
the larger capital cities.

Chart B2 shows Darwin petrol prices on a rolling annual average basis from 1 January 2015 to

31 December 2019. Each daily price in the chart is the average of that day’s price and prices on the
previous 364 days. Analysis of prices over the long term enables short-term influences (such as lags in
regional price movements) to be smoothed out.

The chart also shows estimated Darwin prices calculated on a long-term cost basis. This calculation
reflects the fact that costs (such as freight and operating costs per litre) are higher in Darwin, and
assumes that retail margins in Darwin should be broadly similar to long-term average retail margins

in the five largest cities. This long-term competitive cost-based price provides a benchmark against
which to compare current price levels. It is not static and will change as its underlying elements change
over time. If retail prices are constantly above this benchmark price for a sustained period this may be
indicative of a less-competitive market, in which retailers are earning higher margins at the expense

of consumers.

Chart B2: Rolling annual average retail prices and a long-term competitive cost-based price in Darwin, and
the difference: 1 January 2015 to 31 December 2019
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Source:  ACCC calculations based on data from Informed Sources, FUELtrac and the companies that participated in the
Darwin market study.

Notes: A rolling annual average price is the average of that day’s price and prices on the previous 364 days.
A long-term competitive cost-based price assumes that retail margins in Darwin should be broadly similar to
long-term average retail margins in the five largest cities.

The chart indicates that for the December quarter 2019, rolling annual average petrol prices in Darwin
were below a rolling long-term competitive cost-based price.

As noted in the ACCC’s Report on the Australian petroleum market—September quarter 2019, the
relatively low retail prices in Darwin in recent months may have been influenced by:4®

= the opening of a second FuelXpress retail site in Palmerston in August 2019

= the change in price setter at Coles Express retail sites from 1 March 2019.

46 ACCC, Report on the Australian petroleum market—September quarter 2019, p. 2, at: https://www.accc.gov.au,/
publications/quarterly-reports-on-the-australian-petroleum-industry/quarterly-report-on-the-australian-petroleum-
market-september-quarter-2019.
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Motorists in Darwin may have become more aware of these changes in pricing behaviour in the Darwin

market through information available from the fuel price transparency scheme in the Northern Territory
(MyFuel NT).

Darwin GIRDs increased marginally in the December quarter 2019

Chart B3 shows quarterly average GIRDs in Darwin and the five largest cities over a three-year period
from the March quarter 2017 to the December quarter 2019. GIRDs in Darwin have decreased in recent
years since the peak of 30.6 cpl in the September quarter 2014.

Chart B3: Quarterly average petrol GIRDs in Darwin and the five largest cities: March quarter 2017 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac, AlIP, BP, Caltex, Mobil, Viva Energy and FuelWatch data.

In the December quarter 2019, Darwin GIRDs were 5.3 cpl, an increase of 1.1 cpl from the

September quarter 2019 @&.2 cpl). Darwin GIRDs in the December quarter 2019 were 9.7 cpl lower than
GIRDs in the five largest cities (15.0 cpl).

Darwin retail prices since the introduction of MyFuel NT

MyFuel NT commenced on 1 November 2017. It is a territory-wide real-time mandatory retail fuel price
reporting scheme, which gives consumers access (via website or mobile app) to live price data from
every fuel retailer in the NT. MyFuel NT is similar to the FuelCheck scheme in NSW.

Chart B4 shows daily average petrol prices and TGPs (lagged by five days) in Darwin over the period
1 September 2017 to 31 December 2019.
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Chart B4: Daily average retail petrol prices and TGPs in Darwin: 1 September 2017 to 31 December 2019
175

MyFuel NT introduced

1 November 2017
165

1
1
1
T
1
155 : [
1
1

‘\—\
B I N =
. :\»{L W \ w Lfr

cpl

1
115 :
1
1
105 .
™~ ~ ™~ M~ [e6] [¢0) [ee} [¢0) [eo} [e0) [eo} [ee) [¢0) [ee) [¢0) [e6] (&) [9)} [©)) (9} [©)) [0} [©)) (&) [©))] (&) [©))] (&)
AR T L S L e S Ty YL YL L L LT S PA N AU,
Q ‘6’ > Q C Ke) E a > c = (o)} (o} *O‘ > O C Ne) E 6 > C = (o)) o ‘6’ > O
o288 ¢ s < 23> 280288¢ s3> 328028
—— Retail price —— TGP (lagged 5 days)
Source:  ACCC calculations based on FUELtrac and AIP data.
Note: TGPs are lagged by 5 days as there is a time lag between changes in TGPs and changes in retail prices.

Retail prices increased significantly prior to the introduction of MyFuel NT, following an increase in TGPs.
However, the increase in retail prices (@around 11.0 cpl) was larger than the increase in TGPs (around

8.0 cpl) and occurred immediately. Retail prices increased in mid-November 2017 by 5.0 cpl, and again
in early-December 2017 by a further 4.0 cpl to around 149.0 cpl.

Retail petrol prices were 149.2 cpl at the beginning of the December quarter 2019. They then trended
downwards to a low of 140.9 cpl in late-December 2019 and were 141.4 cpl at the end of the quarter.
TGPs were more volatile in the quarter. They were 143.8 cpl at the beginning of the quarter and then
fluctuated before reaching 137.3 cpl at the end of the quarter.

Motorists can use the MyFuel NT scheme to identify the highest and lowest priced retail sites in
Darwin. For example, on 17 February 2020, it showed that there was a range of 2.3 cpl between

the highest priced retail sites in Darwin (136.9 cpl at Coles Express) and the lowest (134.6 cpl at
FuelXpress Winnellie).

Launceston

The ACCC report on the Launceston petrol market was released in July 2016.% It found that between
2012-13 and the first half of 2015-16, Launceston motorists paid on average around 12 cpl more for
petrol than motorists in the five largest cities. The report noted that if the Launceston market was more
competitive, motorists could expect savings of 4-5 cpl on a sustainable basis. The three main factors
causing higher prices in Launceston were higher transport costs, higher wholesale operating costs and
margins, and higher retail operating costs and margins.

Launceston petrol prices increased in the December quarter 2019

In the December quarter 2019, average retail petrol prices in Launceston were 158.5 cpl, an increase
of 4.0 cpl from the September quarter 2019 (154.5 cpl) (see chart B5). The average differential
between prices in Launceston and the five largest cities was 9.4 cpl, a decrease of 3.0 cpl from the
September quarter 2019 (12.4 cpl).

47 ACCC, Report on the Launceston petrol market, 20 July 2016, at: https://www.accc.gov.au/publications/petrol-market-
studies/report-on-the-launceston-petrol-market.
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Chart B5: Quarterly average retail petrol prices in Launceston and the five largest cities: March quarter 2017
to December quarter 2019
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Source:  ACCC calculations based on FUELtrac data.

Launceston petrol prices remained substantially above a long-term
competitive cost-based price

Chart B6 shows Launceston petrol prices on a rolling annual average basis and estimated Launceston
prices calculated on a long-term competitive cost basis from 1 January 2015 to 31 December 2019.
These prices have been calculated on the same basis as outlined for Darwin. The chart shows that
the differential between rolling annual average petrol prices in Launceston and a rolling long-term
competitive cost-based price reduced marginally over the December quarter 2019. However, the
differential remains significantly high, which may reflect the absence of vigorous and effective
competition in Launceston.
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Chart B6:
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ACCC calculations based on data from Informed Sources, FUELtrac and the companies that participated in the
Launceston market study.

A rolling annual average price is the average of that day’s price and prices on the previous 364 days.
A long-term competitive cost-based price assumes that retail margins in Launceston should be broadly similar to
long-term average retail margins in the five largest cities.

Motorists in Launceston can use available fuel price websites and apps, such as MotorMouth and
GasBuddy, to identify the highest and lowest priced retail sites in Launceston. For example, on

17 February 2020, using the GasBuddy app, there was a 3.0 cpl range between the highest priced
retail site in Launceston (159.9 cpl at Caltex) and the lowest (156.9 cpl at BP, two Coles Express sites
and Caltex).

Launceston GIRDs were unchanged in the December quarter 2019

Chart B7 shows quarterly average GIRDs in Launceston and the five largest cities over the
three-year period from the March quarter 2017 to the December quarter 2019.
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Chart B7: Quarterly average petrol GIRDs in Launceston and the five largest cities: March quarter 2017 to

December quarter 2019
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Source:  ACCC calculations based on FUELtrac, AIP, BP, Caltex, Mobil, Viva Energy and FuelWatch data.
Note: Hobart TGPs are used as a proxy for TGPs in Launceston.

In the December quarter 2019, Launceston GIRDs were 18.6 cpl, unchanged from the September

quarter 2019. Launceston GIRDs in the December quarter 2019 were 3.6 cpl higher than GIRDs in the
five largest cities (15.0 cpl).

Armidale

The ACCC report on the Armidale petrol market was released in November 2016.%® It found that
relatively weak retail competition in Armidale, reflected by a lack of price discounting, contributed

to E10 prices in Armidale being on average 8.0 cpl higher than RULP prices in the five largest cities
between 2012-13 and 2014-15.

Armidale petrol prices increased in the December quarter 2019

Chart B8 shows quarterly average retail petrol prices in Armidale and the five largest cities from the
March quarter 2017 to the December quarter 2019.

48  ACCC, Report on the Armidale petrol market, 21 November 2016, at: https://www.accc.gov.au/publications/petrol-
market-studies/report-on-the-armidale-petrol-market. References to petrol prices in Armidale in this appendix are to
E10 prices. Armidale prices in attachment A are RULP prices.
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Chart B8: Quarterly average retail petrol prices in Armidale and the five largest cities: March quarter 2017
to December quarter 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, average retail petrol prices in Armidale were 147.0 cpl, an increase of
4.2 cpl from the September quarter 2019 (142.8 cpl). The quarterly average price in Armidale was
2.1 cpl lower than the five largest cities. This was a decrease of 2.8 cpl in the differential between the
two from the September quarter 2019 (when Armidale prices were 0.7 cpl higher).

Armidale petrol prices were above a long-term competitive cost-based
price, but the difference decreased

Chart B9 shows Armidale petrol prices on a rolling annual average basis and estimated Armidale prices
calculated on a long-term competitive cost basis from 1 January 2015 to 31 December 2019. These
prices have been calculated on the same basis as outlined for Darwin. The chart indicates that in the
December quarter 2019, rolling annual average petrol prices in Armidale were above a rolling long-term
competitive cost-based price. However, the difference decreased during the quarter.
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Chart B9:
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Armidale market study.
A rolling annual average price is the average of that day’s price and prices on the previous 364 days.

A long-term competitive cost-based price assumes that retail margins in Armidale should be broadly similar to

long-term average retail margins in the five largest cities.

Motorists in Armidale can use the FuelCheck website and app to identify the highest and lowest
priced retail sites in Armidale. For example, on 17 February 2020, the FuelCheck website showed that
there was a 7.9 cpl range between the highest priced RULP retail site in Armidale (147.9 cpl at Caltex
Armidale) and the lowest (140.0 cpl at Beardy Street Servo). There was a 1.0 cpl range between the
highest priced E10 retail site (146.9 cpl at Caltex North Hill) and the lowest (145.9 cpl at Lowes, Coles
Express, Caltex Woolworths and two Caltex sites).

Armidale GIRDs increased in the December quarter 2019

Chart B10 shows guarterly average GIRDs in Armidale and the five largest cities over a three-year
period from the March quarter 2017 to the December quarter 2019.
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Chart B10: Quarterly average petrol GIRDs in Armidale and the five largest cities: March quarter 2017 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac, BP, Caltex, Mobil, Viva Energy and FuelWatch data.
Note: Sydney and Brisbane E10 TGPs from monitored companies are used as a proxy for Armidale TGPs.

In the December quarter 2019, average GIRDs in Armidale were 13.6 cpl, an increase of 0.3 cpl from the

September quarter 2019 (13.3 cpl). Armidale GIRDs in the December quarter 2019 were 1.4 cpl lower
than GIRDs in the five largest cities (15.0 cpl).

Cairns

The ACCC report on the Cairns petrol market was released in May 2017.4° It found that between
2012-13 and the first half of 2016-17, the average differential between prices in Cairns and the five
largest cities was around 11.0 cpl. It concluded that a lack of vigorous and effective retail price
competition in Cairns contributed to the increase in retail margins and profits.

Cairns petrol prices increased significantly in the December quarter 2019

Chart B11 shows quarterly average retail petrol prices in Cairns and the five largest cities from the
March quarter 2017 to the December quarter 2019.

49 ACCC, Report on the Cairns petrol market, 29 May 2017, at: https://www.accc.gov.au/publications/petrol-market-studies/
report-on-the-cairns-petrol-market.
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Chart B11: Quarterly average retail petrol prices in Cairns and the five largest cities: March quarter 2017 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac data.

In the December quarter 2019, the average retail petrol price in Cairns was 148.0 cpl, an increase of
9.7 cpl from the September quarter 2019 (138.3 cpl). The quarterly average price in Cairns was 1.1 cpl
lower than the five largest cities. This compares with the September quarter 2019 when Cairns retail
prices were 3.8 cpl lower.

Cairns petrol prices moved below a long-term competitive cost-based
price in the December quarter 2019

Chart B12 shows Cairns petrol prices on a rolling annual average basis and estimated Cairns prices
calculated on a long-term competitive cost basis from 1 January 2015 to 31 December 2019. These
prices have been calculated on the same basis as outlined for Darwin. The chart indicates that rolling
annual average petrol prices in Cairns were below a rolling long-term competitive cost-based price in
the second half of the Decemlber 2019 quarter. This may have been due to more vigorous competition
following the increasing presence of United in the Cairns area since the March quarter 2018.
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Chart B12: Rolling annual average retail prices and a long-term competitive cost-based price in Cairns,
and the difference: 1 January 2015 to 31 December 2019
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Source:  ACCC calculations based on data from Informed Sources, FUELtrac and the companies that participated in the
Cairns market study.

Notes: A rolling annual average price is the average of that day’s price and prices on the previous 364 days.

A long-term competitive cost-based price assumes that retail margins in Cairns should be broadly similar to
long-term average retail margins in the five largest cities.

Cairns GIRDs increased significantly in the December quarter 2019

Chart B13 shows quarterly average GIRDs in Cairns and the five largest cities over the three-year period
from the March quarter 2017 to the December quarter 2019.

Chart B13: Quarterly average petrol GIRDs in Cairns and the five largest cities: March quarter 2017 to
December quarter 2019
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Source:  ACCC calculations based on FUELtrac, BP, Caltex, Mobil, Viva Energy and FuelWatch data.

In the December quarter 2019, average GIRDs in Cairns were 9.7 cpl, an increase of 5.8 cpl from the
September quarter 2019 (3.9 cpl). Cairns GIRDs in the December quarter 2019 were 5.3 cpl lower than
GIRDs in the five largest cities (15.0 cpl).
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Cairns retail prices since the introduction of the Queensland fuel price
reporting trial

The Queensland fuel price reporting trial coommenced on 3 December 2018. The two-year trial requires
all Queensland fuel retailers to report their undiscounted fuel prices to a data aggregator, and gives
consumers access to the price data via apps and websites.

Chart B14 shows daily average petrol prices and TGPs (lagged by five days) in Cairns for the period
1 October 2018 to 31 December 20109.

Chart B14: Daily average retail petrol prices and TGPs in Cairns: 1 October 2018 to 31 December 2019
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Source:  ACCC calculations based on FUELtrac, BP, Caltex, Mobil and Viva Energy data.

Note: TGPs are lagged by 5 days as there is a time lag between changes in TGPs and changes in retail prices.

Retail prices in Cairns started to decrease prior to the introduction of the Queensland fuel price
reporting trial. They reached a high of 167.1 cpl in mid-November 2018, and subsequently decreased by
42.2 cpl to 124.9 cpl in early-February 2019. This followed similar movements in TGPs, which reached a

high of 150.8 cpl in mid-October 2018 and subsequently decreased by 35.4 cpl to a low of 115.4 cplin
early-January 2019.

At the beginning of the December quarter 2019, retail prices in Cairns were 149.7 cpl. They fluctuated
between 146.5 cpl and 149.7 cpl, before ending the quarter at 146.5 cpl. TGPs were more volatile than
retail prices in the December 2019 quarter. They were 143.8 cpl at the beginning of the quarter 2019,
decreased to a low of 133.8 cpl in early-November 2019 and ended the quarter at 137.3 cpl.

Motorists in Cairns are able to access site-specific petrol price data made available by websites and

app providers under the Queensland fuel price reporting trial to identify the highest and lowest priced
retail sites in Cairns. For example, on 17 February 2020, using the MotorMouth app, there was an 8.0 cpl
range between the highest priced retail site in Cairns (148.9 cpl at Caltex) and the lowest (140.9 cpl at
two United sites and Portsmith Fuel Parramatta Park).
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