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1. Background 
 
In early June 2007 the Australian Competition and Consumer Commission (ACCC), 
via its ongoing monitoring of petrol prices, detected a substantial divergence between 
movements in domestic petrol prices and movements in the international benchmark 
price for refined petrol (i.e. Singapore Mogas 95 Unleaded). 
 
On 6 June 2007 the ACCC issued a media release which noted that towards the end of 
May 2007 the Singapore benchmark price significantly declined.  While wholesale 
petrol prices declined, the average retail price at the bowser across the major capital 
cities continued to increase.  The ACCC expressed concern that while the lower 
international prices were being reflected at the wholesale level, they were not being 
passed on to consumers. 
 
Subsequently, the ACCC wrote to the Treasurer seeking his approval to an inquiry 
into the price of petrol pursuant to sections 95G (3) and 95H (2) of the Trade 
Practices Act, 1974 (the Act). 

The inquiry 
 
On 15 June 2007 the Treasurer responded agreeing to this request.  The instrument 
attached to his response stated: 
 

I, Peter Costello, Treasurer, noting the divergence over recent times between 
movements in domestic retail petrol prices and movements in international 
benchmark prices, hereby approve, pursuant to section 95H(2) the Trade 
Practices Act 1974 (the Act) the holding of a price inquiry by the Australian 
Competition and Consumer Commission (the Commission) into the price of 
unleaded petrol. 
 
Matters to be taken into consideration by the inquiry shall include, but not be 
restricted to: 
 
• the current structure of the industry; 
 
• the extent of competition at the refinery, wholesale and retail levels, 

including the role of imports; 
 
• the determination of prices at each of these levels, including the 

methodology for determining wholesale prices; and 
 
• current impediments to efficient petrol pricing and possible methods to 

address them.  
 
This is not an inquiry in relation to the supply of petrol by particular persons. 
 
The inquiry is to be completed and a report submitted to me by 15 
October 2007. 
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The inquiry commenced on Friday, 22 June 2007 with the publication of an inquiry 
notice in the Gazette and in newspapers. 
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2. Consultation process 
 
The ACCC will be seeking the views of interested parties in both written submissions 
and through public hearings during the course of the inquiry.  Further detail on 
making a written submission and attending public hearings is provided below. 
 
In addition to seeking information from interested parties on a voluntary basis, a price 
inquiry pursuant to section 95H(2) of the Act provides the ACCC with specific 
information gathering powers.  In particular, in the context of a price inquiry pursuant 
to section 95H(2) of the Act, section 95S(3) enables the ACCC to require a person to 
provide evidence at a hearing, and section 95ZK(1) enables the ACCC to require a 
person to furnish specified information or produce specified documents.  The ACCC 
may seek information under these provisions of the legislation.  Given the timetable 
for the inquiry, such information may be sought at short notice. 

Written submissions 

Interested parties are invited to make submissions to the ACCC in relation to the 
issues raised in this paper, or any other issues that they consider relevant to the 
inquiry. 
 
Submissions should be made to the ACCC by no later than 5:00pm, Friday 
27 July 2007. 
 
As this is a public inquiry, the ACCC prefers that all written submissions be publicly 
available to foster an informed, robust and consultative process.  Accordingly, 
submissions will be considered to be public and posted on the ACCC’s website. 
 
Any information which parties would like to request the ACCC to exclude from the 
website should be provided in a separate document and clearly marked 'confidential'.  
Reasons must be provided in support of the request.  Generally, the ACCC will only 
deem information to be confidential if disclosure will damage the competitive 
position of the party and its disclosure is not necessary in the public interest. 
 
The ACCC will accept submissions by email or post.  However, email provision of 
the submissions is preferred.  If submissions are provided in PDF format, parties are 
asked, for accessibility reasons, to also provide a copy in Microsoft word format. 
 
Submissions should be addressed to: 
 

Petrol price inquiry 
Australian Competition and Consumer Commission 
GPO Box 520 
MELBOURNE VIC 3001 

 
By email: petrolpriceinquiry@accc.gov.au  
 
Enquiries may be directed to the Infocentre on 1300 302 502 or by email to 
petrolpriceinquiry@accc.gov.au
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Public hearings 

The ACCC intends to hold public hearings in capital cities and selected rural and 
regional centres commencing in August 2007.  However, the exact timing and 
location of these hearings is yet to be determined. 
 
The timing and location of these hearings will be made available on the ACCC’s 
website www.accc.gov.au when they have been determined. 
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3. Issues on which the ACCC is seeking comment 
 
The ACCC has identified a number of issues on which it is seeking information and 
comment.  These have been grouped under the broad structure of the terms of 
reference of the inquiry.  However, there is some degree of overlap in this structure 
and parties should provide information in each of these categories as they see fit. 
 
The issues on which the ACCC is seeking comment are extensive.  It is not expected 
that all interested parties will address all of the issues raised, rather that interested 
parties will address the issues which relate to their business operations or area of 
concern. 
 
In addition, the ACCC would welcome any further information and comment on 
issues that may not have been identified below but which could be considered 
relevant to the inquiry. 
 
Where possible, all comments should be backed up with supporting evidence and 
data. 
 
In relation to some of the issues identified below (including service station numbers 
and market shares), it may be appropriate to separately identify data provision and 
comment by specific state and territory markets and by major metropolitan city and 
country markets. 

Context of the inquiry 
 
The refiner/marketers in Australia often state that movements in retail petrol prices in 
Australia closely follow movements in the international benchmark price for refined 
petrol (ie Singapore Mogas 95 Unleaded). 
 
However, in early June 2007 the ACCC identified a substantial divergence between 
movements in these two prices.  This is shown in the chart below.    
 
The chart shows seven day rolling average retail unleaded petrol prices across the five 
major capital cities (i.e. Sydney, Melbourne, Brisbane, Adelaide and Perth) and seven 
day rolling average prices of Singapore Mogas 95 Unleaded lagged one week in 
Australian cents per litre. 
 
Note that domestic average prices are indicated on the left hand side of the chart and 
Singapore Mogas 95 Unleaded prices are indicated on the right hand side. 
 
• Seven-day rolling average prices indicate, for any point on the chart, the average 

of the current day’s price and the previous six day’s prices. 
 
• Singapore Mogas 95 Unleaded prices are lagged one week to reflect the averaging 

formula used by Australian refiners when setting their wholesale prices. 
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Seven day rolling average retail unleaded petrol prices in the five largest capital cities and seven day rolling average 
Singapore Mogas 95 Unleaded (lagged one week) prices: 1 January 2007 to 21 June 2007

100

105

110

115

120

125

130

135

1/0
1/2

00
7

8/0
1/2

00
7

15
/01

/20
07

22
/01

/20
07

29
/01

/20
07

5/0
2/2

00
7

12
/02

/20
07

19
/02

/20
07

26
/02

/20
07

5/0
3/2

00
7

12
/03

/20
07

19
/03

/20
07

26
/03

/20
07

2/0
4/2

00
7

9/0
4/2

00
7

16
/04

/20
07

23
/04

/20
07

30
/04

/20
07

7/0
5/2

00
7

14
/05

/20
07

21
/05

/20
07

28
/05

/20
07

4/0
6/2

00
7

11
/06

/20
07

18
/06

/20
07

A
us

tr
al

ia
n 

ce
nt

s 
pe

r l
itr

e

45

50

55

60

65

70

75

80

A
us

tr
al

ia
n 

ce
nt

s 
pe

r l
itr

e

Five largest capital cities cities rolling average (LHS)

Singapore Mogas 95 Unleaded rolling average (lagged
one week) (RHS)

Early Jan 2007

Late-May early-June 2007

 
Source: ACCC, Informed Sources and Platts 
 
The chart shows that Singapore Mogas 95 Unleaded prices decreased from late May 
2007 while domestic petrol prices continued to increase.  It was this divergence that 
led to the ACCC issuing a media release on 6 June 2007. 
 
The ACCC notes this divergence was not unique.  The ACCC also commented in 
mid-January 2007 following a similar example of such a divergence. 
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A. The current structure of the industry 
 
To the extent that you are able to do so, the ACCC would appreciate receiving 
information in response to the following questions. 
 
Refining and importing 
 
1. What is the current refining capacity in Australia (both in total and by refinery) 

and how has this changed over time? 
 
2. Are there any plans to increase, decrease or rationalise refining capacity in 

Australia?  If so what are they? 
 
3. How do refineries in Australia compare with refineries in the Asian region (eg. in 

terms of capacity, economies of scale, type of products produced)? 
 
4. What is the extent of imports of refined petrol (in total and as a proportion of local 

production) and how has this changed over time? 
 
5. What is the current storage capacity available for importers of refined petrol (both 

in total and by location).  How has this changed over time? 
 
6. Are there sufficient storage and terminal facilities in Australia for refiners and 

importers?  If so, why and if not, why not? 
 
7. What are the current market shares of the refiner/marketers and independent 

importers and how have they changed over time? 
 
8. What is the composition of total imports between the refiner/marketers and 

independent importers? 
 
9. What has been the impact of tighter Commonwealth and state fuel standards on 

refining and importing?  In particular, how have the tighter fuel standards 
affected:  

 
• the ability of importers to source refined petrol; 

• the price importers pay for refined petrol; and 

• the profit margins available to importers of refined petrol. 

 
Wholesale and distribution 
 
10. Who are the major wholesalers and distributors, in terms of numbers and market 

share by volume?  Please address this on a state by state basis, and for both 
metropolitan and country areas. 

 
11. How have these changed over time and why? 
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12. Who are the significant non-refiner/marketer wholesalers and from whom do they 
obtain their fuel? 

 
 
Retail 
 
As noted in the ACCC submission to the Senate Economics Legislation Committee 
inquiry into the price of petrol in Australia in July 2006 (on pages 13 and 14) the 
retail market broadly comprises a number of different operating structures.  These 
include: 

• refiner/marketer owned and operated sites and commission agents; 

• refiner/marketer franchises (both single site and multi-site operations); 

• independent operators selling refiner/marketer branded petrol; 

• distributor-owned sites selling refiner/marketer branded petrol; 

• supermarket chains – Coles Express and the Caltex/Woolworths joint venture; 

• independent chains (such as 7-Eleven, United and Gull); and 

• small independent operators selling their own brands. 

 
13. What are the current site numbers and market shares (in terms of sales volumes) 

of these respective categories?  Please address this on a state by state basis, and 
for both metropolitan and country areas. 

 
14. How have site numbers and market share by volume of these respective categories 

changed over time?  Outline the reasons for the changes. 
 
15. Describe the current nature of petrol retailing.  Issues to be addressed here could 

include: 

• the increase in the number of large service station sites strategically placed on 
major roads; 

• the extent to which shop sales (and other non-petrol products) have become 
important for the overall profitability of the retailing business; and 

• the reduction in retail sites over time. 

 
16. Has the proportion of revenue from petrol sales compared with shop sales (and 

other non-petrol products) changed over the last five years?  How has this affected 
retail pricing strategies for petrol? 

 
17. There has been ongoing rationalisation of service station sites in Australia over 

many years.  Has this rationalisation changed over recent years, and if so why? 
 
18. To what extent is the decrease in the number of sites due to the entry of 

supermarkets into retail petrol sales?  Please provide specific evidence if this is 
considered to be the case. 
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19. What has been the impact to date of the downstream petroleum reform package 
(i.e. repeal of the Sites Act and Franchise Act and introduction of the Oilcode) on 
the structure of the retail sector? 
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B. The extent of competition at the refinery, wholesale and retail 
levels, including the role of imports 

 
To the extent that you are able to do so, the ACCC would appreciate receiving 
information in response to the following questions. 
 
Refining and importing 
 
1. Comment on the level of competition at the refining and importing level.  In 

particular, please outline: 
 
• how it differs across Australia; and 

• how it has changed in recent times. 

 
2. Do the refiners and importers engage in competitive discounting at the wholesale 

level to retain customers and attract new customers? 
 
3. To what extent do refiners and importers sell at different prices to different 

customers?  Please describe why this occurs. 
 
4. To what extent do wholesalers, distributors and retail chains switch between 

suppliers at the refinery level?  Are there any barriers to this? 
 
5. Describe the current buy-sell arrangements between the refiner/marketers.  How 

do these compare with the previous refinery exchange arrangements in terms of 
availability of fuel and extent of competition? 

 
6. What is the influence of imports on the level of competition?  Do imports, or the 

threat of imports, constrain prices?  How has this changed over time? 
 
7. What entry barriers exist for importers and how significant are they? 
 
8. What has been the impact of tighter Commonwealth and state fuel standards on 

competition at the refining and importing level? 
 
 
Wholesale and distribution 
 
9. Comment on the level of competition at the wholesale and distributor level.  In 

particular, please outline: 
 
• how it differs across Australia; and 

• how it has changed in recent times. 

 
10. What effect has a decrease in the number of wholesalers and distributors had on 

competition? 
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11. Describe the vertical linkages that exist at the wholesale and distribution level. 
 
12. What are the barriers to entry to wholesaling and distributing? 
 
13. What impact has state government terminal gate price regulation had on the 

degree of competition at the wholesale level and distribution level? 
 
Retail 
 
14. Comment on the level of competition at the retail level in particular markets (such 

as in different cities and between city markets and country markets).  How has this 
changed in recent times? 

 
15. How has the entry of the supermarkets into retail petrol sales affected retail 

pricing and competition?  Consider the level of prices and retail margins and the 
competitive responses of other retailers. 

 
16. How has the process of rationalisation of service station sites over recent years 

influenced competition? 
 
17. To what extent is the decrease in the number of sites due to the entry of 

supermarkets or to other factors? 
 
18. In the past independents (particularly independent chains) were considered to be 

an important part of price competition.  Is this still the case? 
 
19. Describe the vertical linkages that exist at the retail level. 
 
20. Is there significant non-price competition in petrol retailing?  If so, what forms 

does it take? 
 
21. What has been the effect of state government regulation on retail price 

competition? 
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C. The determination of prices at the refinery, wholesale and retail 
levels 

 
To the extent that you are able to do so, the ACCC would appreciate receiving 
information in response to the following questions. 
 
Refining and importing 
 
1. Explain how prices are determined at the refinery level in Australia?  How does 

this compare with overseas practice?  What is the role of competition, if any, in 
setting this price? 

 
2. Describe the components of the buy/sell arrangements between the 

refiner/marketers. 
 
3. How closely do Australian refinery prices follow overseas refinery prices?  How 

has this changed over time and why? 
 
4. To what extent do Australian refiners use import parity pricing?  Please include 

reasons why this may, or may not, occur. 
 
5. The benchmark price used by domestic refiners for setting refinery prices in 

Australia is stated to be the spot price of Singapore Mogas 95 Unleaded 
determined by Platts.  Is this the appropriate benchmark price? 

 
6. Is this price an accurate indicator of refinery prices in the Asia-Pacific region?  

Why, or why not? 
 
7. Are significant volumes of petrol sold on the international market at this 

benchmark price? 
 
8. If the spot price of Singapore Mogas 95 Unleaded is not considered to be the 

appropriate benchmark price, what other benchmark would be more suitable? 
 
9. Describe the impact of the changes in Commonwealth and state fuel standards on 

refinery prices? 
 
10. How are the price premiums for Australian fuel standards determined? 
 
11. Have other components of refinery prices (eg. freight, insurance and wharfage) 

changed significantly in recent years?  If so, please describe how and why they 
have changed.  

 
Wholesale and distribution 
 
12. How closely do movements in terminal gate prices (TGPs) follow movements in 

Singapore Mogas 95 Unleaded prices? 
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13. Is there symmetry in these movements (i.e. are increases in Singapore Mogas 
prices reflected in increases in TGPs at the same rate as decreases in Singapore 
Mogas prices are reflected in decreases in TGPs)?  What data can you provide to 
show this?  What factors might explain a divergence? 

 
14. Describe the components of terminal gate prices (TGPs) and the methodology by 

which they are determined. 
 
15. To what extent are sales at the wholesale level made on the basis of the posted 

TGPs? 
 
16. If there are sales at the wholesale level made on another basis – such as landed 

price plus a premium – describe how these prices are determined and to whom 
they apply.  How do these prices differ from the posted TGPs? 

 
17. If there are discounts off, or premiums on, TGPs, how large are they, on what 

basis are they determined and who receives them? 
 
18. What proportion of sales at the wholesale level are based on contracts and what 

proportion are on a spot basis? 
 
19. How are wholesale prices set for the different types of retail operations noted 

earlier on page 10? 
 
20. What bargaining power do petrol retailers have?  For example, can retailers 

negotiate discounted wholesale prices?  Can they readily change suppliers? 
 
 
Retail 
 
21. How closely do movements in retail prices follow movements in Singapore 

Mogas 95 Unleaded prices and posted TGPs?  What data can you provide to show 
this? 

 
22. What factors might explain a divergence in general between movements in retail 

prices and movements in Singapore Mogas 95 Unleaded prices?  What factors 
might explain the divergence that occurred for example in early January 2007 and 
early June 2007? 

 
23. What particular pricing strategies are used by each of the different types of retail 

operations noted earlier on page 10?  Have they changed over time? 
 
24. Describe the operation of particular geographic retail markets (such as each of the 

capital cities and country areas).  Are there major players in these markets?  If so, 
who are they and who are the other players?  Are there price leaders in particular 
markets, and if so, how do other players respond? 

 
25. Describe how retail prices and margins change from day to day and from week to 

week and the factors influencing this change? 
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26. How have historical retail margins changed over time (eg. monthly, annually)?  Is 
there any variation across retail markets and if so why? 

 
27. What is the impact of price support on the level of prices?  Who provides and 

receives price support?  How is the level of price support determined? 
 
28. What are the causes of price cycles in the major metropolitan retail markets?  

Issues that may be relevant here include: 
 
• the provision and withdrawal of price support; 

• the extent of competition in the market; 

• different levels of demand over days of the week; and 

• different wholesale prices offered to retailers. 

 
29. Why are there differences in price cycles across the major metropolitan cities?  In 

particular, why does Perth have a price cycle of around two weeks duration, 
whereas in other cities it is typically one week? 

 
30. Has the magnitude of price movements from trough to peak in price cycles 

changed over time?  If so, what are the reasons for this? 
 
31. Are there price cycles in overseas markets?  If so, where?  Please describe them.  

How do they compare with price cycles in Australia? 
 
32. If the price cycles in overseas markets are not as prevalent as in Australia, what 

are the features of the Australian market that make this so? 
 
33. It is reported that more than 50 per cent of the volume of petrol is sold below the 

average price across the price cycle.  Is this correct?   
 
• If so, do price cycles adversely affect the profitability of fuel retailers?  If so, to 

what extent?  If not, why not? 

• If price cycles do adversely affect the profitability of retailers, why do price cycles 
continue to occur? 
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D. Current impediments to efficient petrol pricing and possible 
methods to address them 

 
Please comment on whether you consider there are impediments to efficient petrol 
pricing.  Issues that you might like to consider in your submission include those listed 
below. 
 
Please provide as much detail as possible and evidence to support your claims.  Note 
that you may request that this information be considered confidential. 
 
• Are there any impediments to pricing in general? 
 
• Is there any anti-competitive conduct (i.e. such as price collusion or taking 

advantage of market power) at any of the three levels of the industry?   
 
• Are there impediments to importing fuel into Australia? 
 
• Does the relatively small number of players in the market influence the degree of 

competition at certain levels of the industry?   
 
• Is there adequate competition at the wholesale and distribution level? 
 
• Do government regulations impose constraints on efficient pricing? 
 
• Is there adequate competition in the retail petrol market?  How is that influenced 

by characteristics of the market?  Some of these characteristics could include: 
 

• price cycles that occur in the major metropolitan cities; 
 

• the provision and withdrawal of price support; and 
 

• the role of the supermarkets in changing the structure of the retail market. 
 
• Are petrol prices at the various levels sufficiently transparent and is this an 

impediment to efficient pricing? 
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