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# High Level Key Issues Summary Questions for Interveners 

1 TRANSPORT (Crude to Refinery) 

1A 

Trans Mountain (Tariffs and Aftermarket prices) 
Parkland states when the Burnaby Refinery requires 
space on Trans Mountain to source sufficient crude, it 
must either purchase aftermarket line space from 
other shippers on the line or use alternate sources 
such as crude delivered by rail, neither of which is 
efficient or as cost effective as paying approved tolls 
on the Trans Mountain Pipeline. Aftermarket pipeline 
purchases come at a significant premium: the average 
successful bid has ranged from $70/m3 to in excess of 
$340/m3 CAD. These bid values equate to 
approximately 7 to 34 times the Trans Mountain 
Pipeline base tariff. 

Aftermarket prices seem to indicate there may be 
capacity issues in the TMPL. 

Questions for Parkland: 
i.       How do the ‘aftermarket’ prices on Trans Mountain Pipeline compare with the 

cost of delivering crude and petroleum products from Edmonton by rail or by 
truck? 

Parkland’s experience is that there has been a capacity issue on the Trans Mountain 
Pipeline in recent years, which is why there is an aftermarket for capacity.  The 
referenced information comes from our response to Question 2 in Appendix A of the 
Parkland Evidence, in which we also noted that the impact of these bid premiums “has, 
at times, resulted in (a) negative last barrel (i.e., marginal) economics for the refinery…”.    

Aftermarket pricing is based on numerous dynamic market factors, including but not 
limited to, how individual West-Coast refiners value the crude, how product line-space 
users value their product on the coast, and how the international crude market values 
Alberta crude at the Burnaby Wharf. 

Further details are provided at: https://www.oilsandsmagazine.com/market-
insights/crude-oil-pricing-differentials-why-alberta-crude-sells-at-deep-discount-to-wti  

Parkland uses rail to deliver crude from Alberta to our Burnaby refinery (we don’t rail 
refined product).  As described in our response to Question 2 in our Evidence, crude by 
rail currently accounts for approximately 5 -10% of the overall crude supply for the 
Burnaby refinery. Rail transportation is the most expensive and least efficient method of 
shipping crude that Parkland uses. We have seen crude by rail costs between 10 to 15 
times the Trans Mountain Pipeline base tariff. 

Please note that crude by rail has its own constraints in terms of logistical capabilities, 
term commitments, ratability requirements, quality challenges, etc. that preclude crude 
by rail from being a 1:1 replacement for Trans Mountain Pipeline capacity shortfalls 
irrespective of the basic economics. The Burnaby refinery is severely logistically limited 
in terms of total feed from crude by truck and rail combined, and cannot replace Trans 
Mountain Pipeline capacity shortfalls via truck and rail. 
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 ii.       Is the ‘aftermarket’ price on Trans Mountain a good indicator (proxy) for rail or 
truck delivery cost? 

No.  As discussed in our response to (i) above, the cost of aftermarket Trans Mountain 
Pipeline line space is determined by the crude arbitrage and is independent of the cost 
of rail.  Rail is not a proxy for aftermarket line space cost. 

 
iii.       Has the ‘aftermarket’ price on Trans Mountain Pipeline changed since 2015? 

Yes. In parallel to the increasing inability to evacuate crude from Alberta, the 
competition and ‘aftermarket’ price for line-space has gradually risen. Please note the 
commentary above and in the response to Question 2 in Parkland’s Evidence with 
respect to the valuation of aftermarket line space. The chart below illustrates the 
quarterly Trans Mountain Pipeline Westridge dock bid trend since January 2017. The 
dock bid can be used as a proxy for the market value of Trans Mountain Pipeline space. 
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2 REFINERIES 

2A 

Refinery unavailability 
Shell also notes there have been instances of 
combined planned and unplanned refinery 
unavailability in the Pacific NW (US) and western 
Canada. 

Questions for Parkland and Husky: 
i. Do refineries coordinate with other refineries to plan maintenance/repairs 

and shut-downs? Is the scheduling of these shut-down periods flexible? 

No. Refineries in BC have not, to date, coordinated turnaround plans.  However, 
we understand that Alberta refineries may share this information because there 
are limited external resources (both contract labour and equipment) available for 
these activities. 

In general, turnaround intervals are every five years, although within our own 
operations we stagger our equipment and plant outages so that during a given 
event interval we can attempt to maintain a portion of the refinery in operation 
(i.e., operate at reduced rates). 

We typically put in place our supply plans months ahead of a planned refinery 
outage to ensure volume is available and customer commitments can be met.  That 
said, the alternate supply price is only discovered at the time of delivery as it is 
typically tied to a market index.  If a shortfall in the market is created by 
coincidental planned or unplanned events (demand exceeds supply) a market price 
response would be expected. 

Planned events at the Parkland Burnaby Refinery are aligned with other 
maintenance intervals, including for: 

Vessels); 

vals for critical equipment;  

-out; and 
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The scheduling of major events is quite intensive and typically requires a multi-year 
planning process.  While there is limited flexibility, the Parkland Refinery adheres 
to its timelines to ensure we conduct these planned events to maintain safe and 
reliable operations. 
ii.       How do refineries manage inventories during these shut-down periods? 
What is the impact on prices during these shut-down periods? 

Please see response above and Questions 8, 17 and 19, in Appendix A of the 
Parkland Evidence.  In particular, the two figures in Question 17 showed the price 
response to the turnarounds in 2017 and 2018.  

Depending on the degree and complexity of the shutdown (full shutdown or 
partial), the practice is for the Parkland Refinery to build adequate inventories of 
finished fuels and blend stocks in our local tanks and our terminals to handle the 
supply reduction from the refinery.  As needed, the refinery will secure barrels 
from the West Coast product market. 

Pricing in the local market will be based on how the benchmark west coast market 
reacts (i.e., PNW Benchmark). 
iii. What is your experience with periods where refineries have been 

unavailable in recent years? 

See (i) above. 
iv.       What do buyers do to mitigate the risk of planned and unplanned refinery 

outages? 

We have interpreted this question as intending to reference “the refinery” instead 
of “buyers”, since the identical question appears twice.  See our responses to (vi) 
for a discussion of buyers. 

See (i) above regarding planned events.  There is limited mitigation that can be put 
in place for unplanned refinery outages.  The Parkland Refinery has a 
comprehensive and active performance monitoring system to ensure we have 
limited ‘unplanned’ events.  When we have a prediction of an unplanned event, 
the results from a supply perspective are similar to that of a planned event, albeit 
with a more rapid response and with market impacts.  It is akin to the impacts of a 
hurricane disturbance in the USGC on product pricing or water in the supermarket. 
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v.       Where there have been refinery outages in the US, what has been the 
impact on your wholesale prices and how determinative is this with 
respect to BC pricing? 

US West Coast (PADD V) refinery outages can impact available product inventories 
and thus impact west coast market indices including the PNW.  The PNW market is 
closely tied to the BC market as has been described in Parkland’s and other parties’ 
evidence. 

There have been numerous supply and refinery events in the West Coast that have 
impacted the West Coast and BC product pricing market.  Some examples include: 

 

sruptions – 6 of 10 California refineries experienced 
operational issues.  

A United States Energy Information Administration report from May 23, 2019, 
addressing the California disruptions, shows the relationship between pricing and 
inventory levels. Further details are provided at: 
https://www.eia.gov/todayinenergy/detail.php?id=39592&src=email 
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Questions for Suncor, Super Save, Parkland, Husky, Imperial, 7-Eleven and Shell: 
vi.       What do buyers do to mitigate the risk of planned and unplanned refinery 

outages? 

Buyers have several tools they can use to mitigate pricing exposure to planned and 
unplanned refinery events.   These include inventory management, hedging, and 
pricing basis.  However, there are costs associated with each of these tools. 

 
vii.     What is the price differential between summer and winter gasoline and 

diesel prices? 

As stated in Question 4 in Appendix A of Parkland’s Evidence: “National 
specifications have been produced by the Canadian General Standards Board (the 
“CGSB”)…”.  Specifications for Gasoline and Diesel change seasonally. See for 
example: https://www.canadianfuels.ca/Blog/November-2015/How-refineries-
make-fuels-right-for-winter-driving/  

The drivers for price differentials for summer and winter gasoline and diesel are 
different: 

– Winter diesel quality standards in Canada are typically based on a cloud 
spec.  Certain hydrocarbons components will “gel” and make the diesel look cloudy 
as temperatures drop to sub-zero temperatures.  A refinery is required to operate 
at higher degrees of severity, send less heavy barrels into the diesel pool and/or 
blend with a higher cost low-cloud blend stock to produce a “low-cloud” diesel for 
a given region.  It costs more to produce this product. 

asoline – While there are many specifications that are impacted with seasonal 
change, one of the main gasoline specifications is vapor pressure.  In Winter, due 
to lower temperatures, a refiner can blend lower cost vapor pressure material 
(e.g., butane) into gasoline.  This inherently lowers the cost of gasoline in Winter. 

 



 

Page 7 of 24

PARKLAND FUEL CORPORATION NON-CONFIDENTIAL RESPONSES TO BCUC PANEL QUESTIONS FOR ORAL WORKSHOP (EXHIBIT A-8)  JULY 16, 2019 
 

2B 

Wholesale or “Rack” price 
Imperial Oil submits that the crude oil supply cost and 
the refining cost drivers are not factored in the 
wholesale gasoline and diesel prices. Instead, the 
wholesale or “rack” price is based upon relevant U.S. 
finished product benchmark prices (e.g., wholesale 
prices in BC may be influenced by Chicago spot prices 
and Pacific NW spot prices since finished products 
priced in terms of benchmarks can be shipped to BC). 
Other factors influencing the wholesale price include 
foreign exchange and regulatory compliance 
costs. 

Husky’s submission is similar to Imperial Oil, but the 
difference is that Husky follows Suncor’s rack price and 
does not set their own. Husky states: 

The price of refined products sold by Husky is not 
set based on the cost of crude oil supply or value 
of refined products inventory. The Refinery prices 
its refined products off the Prince George rack 
prices posted by Suncor, Imperial and Shell. Husky 
does not currently post a rack price in Prince 
George or elsewhere in Canada for refined 
products. 

Questions for Suncor, Parkland, Husky and Shell: 
i.       Do you agree with Imperial’s submission about setting rack prices? 

Yes, we agree with Imperial’s submission. 
ii.       If so, do you set your rack price based on Imperial’s approach? 

Yes, we use a similar approach to what Imperial articulates in the passage 
referenced in the question. 
iii.       If not, how does your company set the rack price? 
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2D 

Functioning market for supply for retailers of 
gasoline and diesel 

Dr. Kahwaty submits: 

“There are multiple sources for the supply of gasoline 
and diesel for retailers in British Columbia. Both 
Parkland and Husky Energy own and operate refining 
assets in the province. Parkland’s refinery is located 
in Burnaby and Husky’s refinery is located in Prince 
George. Other refiners like Imperial Oil, Suncor and 
Shell operate in Alberta and ship refined products 
into British Columbia, primarily using the Trans 
Mountain Pipeline. In addition, British Columbia 
imports gasoline and diesel supply from refineries 
located in 
Washington.” 

In addition to the refiners some of which are 
vertically integrated and supply to their 
owned/controlled retailers there are many 
wholesalers that provide gas and diesel to retailers. 

Allan and Eliesen submit that there is a 
significant concentration of market power vested 
in four refiners. 
They submit that “BC’s market exhibits all these 
characteristics, suggesting that not only is the 
gasoline and diesel market in BC highly concentrated, 
it is also ripe for unfair pricing practices.” 

Questions for Parkland/Dr. Kahwaty and Suncor: 
i. To what extent does the competitiveness of the wholesale market provide 

assurance that the rack prices are competitive? 

Parkland has asked Dr. Kahwaty to address this question in his presentation. 

From Parkland’s perspective, rack prices must always be set competitively, because 
buyers have options to purchase from our competitors.  Parkland has agreements 
of less than a year, as well as agreements for a year or more.  Longer-term supply 
agreements with terms more than a year do not obviate the need for competitive 
pricing, because not only will buyers have rights to change suppliers at the end of 
their agreements, they may also have rights to exit agreements if pricing is 
consistently uncompetitive. Further, Parkland must maintain a reputation among 
retailers as a provider of competitively priced product if it wishes to continue to 
enter into agreements with new retailers.   

As described in response to 2H, it is important to note that, although rack prices 
are used as a benchmark for commercial agreements (rack +/-), a significant 
portion of our business would not be paying the rack per se because of factors 
specific to that customer.  

Question for all Companies: 
ii. There are low and sometimes negative margins on crude oil. Do 

refiners/marketers make up for these low margins on refined products? 

Parkland does not produce crude oil and therefore has no information about crude 
margins. 
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2E 
Marginal cost – Parkland, evidence by Dr. Kahwaty 
Dr. Kahwaty submits that the marginal cost product is 
Pacific Northwest supply. 

Questions for Parkland: 
i. In tight supply circumstances what evidence is there of product movement 

from the US to BC market? How much is imported and in what 
circumstances? 

Please refer to the Phase 1 Report by the Deetken Group, Pages 11 and 12, Chart 
3.2.3 and 3.2.4, which show that a portion of the BC market is served by imports 
from the US.  Parkland takes no issue with the data the Deetken Group has 
provided in that regard.  This data also indicates that such imports have increased, 
which appears to coincide with the reduction in the amount of refined product 
shipped on the Trans Mountain Pipeline. 

Parkland has been able to source both gasoline and diesel from the PNW on a 
planned basis.  There have been occasional occurrences when product was needed 
on a prompt basis that we were either unable to find a source or the logistical 
support to deliver the product. 

2F 

Allan and Eliesen claim that BC does not have to rely 
on external US sources. Instead they claim that 
capacity exists to deliver sufficient quantities of 
refined product from Alberta. 

Questions for Parkland and oil companies: 
i. Is it feasible for Parkland or other oil companies to divert refined product 

from the BC Market in the event that gas prices in the Pacific Northwest 
are sufficiently high to justify it? If so, what is the total capacity available 
to move this product? How would this impact BC prices? 

The Parkland Refinery supplies products to meet our customer commitments 
(internal and external to Parkland) in BC.  While from time to time, the refinery has 
moved barrels from the BC market, it is primarily to shed additional barrels beyond 
our local demand and commitments and typically is moved at marginal economics 
or even at a loss, depending on inventory positions. 
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The capacity to move a surplus barrel would be dependent on the number of 
excess barrels we had available for movement and the ability for a customer 
outside of BC to accept such barrels.  These would typically be moved via 
waterborne vessels. 

Any pricing impact in BC would be indirect, as barrels are excess to Parkland’s 
requirements and the barrels are leaving the local market.  They will impact the 
benchmark pricing in those markets in which the barrels are received as a typical 
supply and demand reaction.  If the barrels are being delivered into the PNW it will 
be incorporated into the PNW price which is closely correlated to the BC rack price. 

 
ii. In what circumstances would companies divert refined product to other 

markets when gas prices are lower in BC than elsewhere in the pacific 
northwest and how often does this occur? 

Parkland meets its domestic (British Columbia) needs and third-party contractual 
commitments before determining where to sell any excess product.  Parkland 
endeavors to maximize the revenue from such product by placing it in the highest 
net back market, which is most often provided by the PNW, since it has the lowest 
cost to deliver. 
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2H 

Refining Margin 
The NEB has stated that in April 2019, the refining 
margin for regular gas in Vancouver averaged 52.1 
cents/litre which is double the Canadian Average 
refining margin and the marketing margin averaged 10.5 
cents/litre which is approximately 54% higher than the 
Canadian marketing margin. 

Questions for all:  
i.       Is this statement correct? If not, why not 

ii.       What factors have contributed to this divergence? 
iii. Please confirm that this divergence results from competitive market 

dynamics and is not related directly to cost of production or operation. 
Please provide your reasoning. 

As discussed in our responses to Question 5 in Appendix A of our Evidence, 
Parkland believes that the NEB is using an indicative crack margin for its values.  
The broad market, in many publications, indicates a 5-3-1-1 or a 3-2-1 crack 
spread.  This is 3 barrels of crude yield 2 barrels of gas and 1 barrel of diesel (5-3-1-
1 includes jet fuel).  This is only indicative, since depending on the type and yield 
qualities of the crude received by a refinery and how an individual refinery is 
arranged or operated, it can yield different values.  If the NEB uses benchmark 
Alberta crude pricing (Light or Heavy) it may not account for the fact that the 
Parkland Refinery receives a variety of crudes (see our response to Question 1 in 
Appendix A to our Evidence) via the base toll and must then bid aftermarket to fill 
out the refinery. Aftermarket bid crude then typically comes with a thinner margin 
(or even a loss) versus a base historical averaging barrel. 

Parkland confirms that wholesale pricing results from competitive market 
dynamics and is not directly related to cost of production or operation. Elsewhere 
in this document we have described our method for determining rack prices on the 
basis of external pricing information, and this has no direct relation to costs. 
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Question for refiners: 
i. What is the relationship between rack price and the pricing in supply 

agreements with marketers and other customers? 
ii.       Are most supply agreements marked to rack price? 

iii.       How are benchmarks for rack pricing established? 

Supply agreements in general are based off a known posted marker.  For example, 
OPIS PNW, or Vancouver Rack.  Negotiated discounts based on volume, quality, 
location and other differentials are often applied to agreed base marker to 
determine the final selling price.   

Please see our response to Item 4C for more details on rack pricing. 

2I 
Refining capacity 
BC has low capacity but there are other Provinces 
with no refining capacity 

Question for all companies: 
i.       Why are retail prices lower in provinces with no refining capacity? 
ii. If refinery margins are high, then why does there seem to be no interest in 

building new refineries in BC or expanding existing refineries in BC? 

Parkland has asked Dr. Kahwaty to respond to this item in his presentation. 

With respect to expansion, there are substantial business risks. In the case of 
Parkland’s Burnaby Refinery, material expansion would require the investment of 
hundreds of millions of dollars, and carries challenges such as space, community 
and municipal support, access to feed stock, and permitting challenges. 
Committing to such an investment would require an expectation that there would 
be sufficient returns to recoup this capital over a reasonable time period. 
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2J 

No supply challenges 
Imperial Oil submits that with the exception of 
occasional operational disruptions experienced by its 
refined products suppliers, Imperial has not faced any 
constraints in sourcing refined gasoline and diesel 
products in British Columbia. 

 
Questions for Suncor, Super Save, Parkland, Husky, Imperial Oil, 7-Eleven and Shell: 

ii. Have these companies experienced challenges in sourcing supply? If not, 
why not? If so, at what price was refined gasoline and diesel products not 
available at all? 

Parkland owns and operates the Parkland Refinery in Burnaby. We are essentially 
self-supplied.  See responses regarding planned and unplanned outages above. 

iii. How many times have there been supply shortage since 2015? How did it 
affect wholesale prices? Show in graphs. 

Parkland, since its acquisition of the Parkland Refinery and related businesses from 
Chevron in 2017, has been able to meet its supply obligations, including during its 
most recent 2018 Refinery Turnaround.  See responses regarding planned and 
unplanned outages above. 

iv.       What signals are read to indicate a future shortage, and when they occur, is 
the wholesale margin increased? If the price is increased, does it reduce 
demand sufficiently enough to alleviate the shortage? 

Parkland reviews third-party maintenance reports such as those provided by OPIS, 
which advise of planned outages. OPIS also issues an alert with respect to 
unplanned outages in the region.  These are signals that we receive that a market 
will become short.  When the market becomes short in the PNW region, a natural 
supply and demand dynamic comes into place.  Traders will bid finished product 
prices higher to make sure that they are able to attain product.  The wholesale 
margin may or may not increase momentarily as refiners may need to purchase 
additional product from the open market to cover the supply shortage.  The 
demand for product is going to remain and the customers will buy from what they 
deem as their best option. 



 

Page 14 of 24

PARKLAND FUEL CORPORATION NON-CONFIDENTIAL RESPONSES TO BCUC PANEL QUESTIONS FOR ORAL WORKSHOP (EXHIBIT A-8)  JULY 16, 2019 
 

Questions for all oil companies:  
v.       In 2018 and 2019, what amounts of refined gasoline and diesel are imported 

to BC from the US, and during what periods? 

The response to this question is being provided separately in confidence with the 
BCUC.

2K 

Allan and Eliesen commented that “what is unclear is 
how refinery shortages in far off markets can be used 
to rationalize price spikes in gasoline, but when it 
comes to diesel there does not appear to be a 
corresponding impact despite the fact both gasoline 
and diesel are produced from every barrel of crude in 
relative to proportion 

Questions for Suncor, Parkland, Imperial Oil, Shell, 7-Eleven 
i.       Please comment on this statement 

Questions for Suncor, Parkland, Imperial Oil, Shell: 
ii. Where there have been refinery outages in the US, what has been the 

impact on their wholesale prices and how determinative is this with 
respect to BC pricing? 

Parkland has asked Dr. Kahwaty to respond to these two items in his presentation. 
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2L 

BC Low Carbon Fuel Requirements and BC Clean Fuel 
Standards 
Suncor state that their main changes over the last 3-5 
years relate to the implementation of the BC Low 
Carbon Fuel Requirements (BC LCFRR) and the 
preparation of the BC Clean Fuel Standards, and how 
these changes have increased both the regulatory 
compliance costs and the operating and capital costs 
with the production of diesel for sale in BC, 
particularly in relation to meeting blending 
requirements. 

Only California and BC have the low carbon fuel 
standards. 

Questions for Suncor, Super Save, Parkland, Husky, Imperial Oil, 7-Eleven and Shell: 
i. What is the cost per litre to comply with BC LCFRR and estimated costs for 

compliance with BC Clean Fuel Standards? And how does these compliance 
costs compare to regulatory compliance costs in other provinces in Canada, 
as well as other PADD 5 regions. 

Please see Question 4 and 7 in Appendix A of Parkland’s Evidence regarding BC 
Low Carbon Fuel Regulation.  The cost of compliance is dependent on the 
compliance pathway chosen.  For instance, if the pathway chosen is to blend with 
an advanced low carbon intensity (CI) biofuel like Hydrogenation-Derived 
Renewable Diesel (HDRD), then this is effectively the cost of acquiring limited 
supplies of this biofuel delivered into the open market versus the market price for 
diesel.  Alternatively, credits can be bid upon in an auction format. 

ii.       How much, if any, do refineries spend on credits in BC? 

Prices for such credit purchases and results from those auction processes are 
available from the following webpage:  
https://www2.gov.bc.ca/assets/gov/farming-natural-resources-and-
industry/electricity-alternative-energy/transportation/renewable-low-carbon-
fuels/rlcf-017.pdf.  These credits were purchased by all parties impacted by BC 
LCFR, not just refineries. 

iii. What effect, if any has storage constraints related to the storage and 
blending of biofuels affected prices, and has there been any changes in 
prices after the re-allocation of storage to accommodate these regulatory 
requirements? 

Please see Question 4 and 7 in Appendix A of Parkland’s Evidence regarding BC 
Low Carbon Fuel Regulation.  If blending low CI biofuels is the compliance pathway 
chosen, it results in product swell. This means that, if additional customers cannot 
be secured,  a barrel of biofuels blended on the back end of a refinery will 
inherently back out a barrel of crude at the inlet of a refinery and erode the 
refinery’s margin.  If a refinery maintains its front end crude consumption rate, as 
the Parkland Refinery does, it puts additional demand refinery tankage, logistics, 
and at our terminals, affecting our ability to maintain inventory levels. 
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3 TRANSPORT (Refined products to wholesaler) 

3A 

Trans Mountain Pipeline apportionment – 
movement to truck, rail and marine transport 
Imperial Oil submits that since 2015 the 
apportionment of refined products on the existing 
Trans Mountain Pipeline into BC has constrained the 
movement of gasoline and diesel into BC, which has 
required increased movement of gasoline and diesel 
by rail and/or marine. Rail and marine 
transportation is more expensive than pipeline. 

Imperial Oil has also secured increased storage to 
serve the Vancouver area and increased marine 
logistics from that facility to Imperial’s existing 
distribution facilities in BC. 

Suncor states that “over the last 3-5 years, the Trans 
Mountain Pipeline (TMPL) has decreased its line space 
(capacity) allocated to finished products (gasoline and 
diesel) delivered to Suncor’s terminals in British 
Columbia by approximately 30-36 ml per month, which 
resulted in an increase in the more costly transportation 
of these products by rail and truck.” 

 
Questions for all companies: 

ii. To what extent do Suncor, Imperial, Parkland and Shell rely on TMPL 
versus other transportation methods such as rail, truck and marine to 
transport product to BC. 

iii. Has the increased reliance on alternative more expensive methods of 
transport reduced your supply volumes to BC? 

iv.       What are the marine logistics? 
 
Questions for Suncor, NEB, Parkland and Husky: 

vi.       How has the Trans Mountain Pipeline apportionment impacted 
transportation costs? What about other costs? 

vii.       How does the unit cost ($ per m3) of transporting refined petroleum product 
by rail and truck compare with tariff prices on Trans Mountain? How does it 
compare with aftermarket prices on Trans Mountain? 

viii.      To what degree has your company passed the extra transportation costs, if at 
all, to consumers? 
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See above response to Question 2A regarding the cost of Trans Mountain Pipeline 
line space related to the delivery of crude to the Parkland Refinery.  Parkland does 
not have the capability to use the Trans Mountain Pipeline to ship finished 
product.  

Parkland does not have the capability to ship or receive finished product by rail 
from the Burnaby Refinery.  Parkland imports finished product from Alberta into 
BC where it is economically advantageous to do so.  Parkland is only dependent 
on the Trans Mountain Pipeline for access to Alberta crude. 

As we have noted with respect to other costs, any increase in primary 
transportation costs (i.e., pipeline, rail or trucking cost from refinery to primary 
market/terminal) is not directly passed onto the customer but is a cost that must 
covered by the available margin.  Secondary costs of transportation (i.e., rail, 
marine or trucking costs to final customer or jurisdiction) are typically recovered 
using location differentials that are additive to the wholesale (rack) price.   

Please see the following webpage:  https://www.oilsandsmagazine.com/market-
insights/crude-oil-pricing-differentials-why-alberta-crude-sells-at-deep-discount-
to-wti.  
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4 MARKETERS and WHOLESALERS (Terminals and Storage) 

4A 

Retail cost drivers 
Suncor state that the key cost drivers which 
have substantially changed in the last 3-5 
years include: 

• 30% increase in overall petroleum costs 
• 30% increase in maintenance costs 
• 20% increase in rental expenses 
• 21% increase in BC minimum wage 

Questions for Suncor, Parkland, Shell, Imperial Oil and Shell: 
i. How do BC’s increases compare to the rest of Canada? 

In our Evidence, we identified wholesale prices of gasoline and diesel, carbon 
taxes, land values and credit card processing costs as being drivers that are specific 
to gas / diesel retailing in BC, not shared by the broader retail industry in Canada to 
the same extent, and have substantially changed in the last 3-5 years. 

 
ii.       How do these costs compare with urban areas vs rural areas? 

Wholesale prices of gasoline and diesel, carbon taxes, and credit card processing 
costs are incurred irrespective of whether a site is rural or urban. The amount of 
each cost would depend on specific characteristics of a site and its customer base; 
e.g., amount of gasoline sold vs. diesel sold, amount of credit card vs. cash charges. 

 
iii. Please explain how these cost increases translate to cost per litre of 

gasoline/diesel. 
Wholesale price of gasoline and diesel is a direct cost, meaning that it directly 
affects the cost of gasoline / diesel sold. 
Carbon tax is a remittance, meaning retailers must collect and remit the 
carbon tax.  As such, it directly affects the cost of gasoline / diesel sold. 
Credit card processing costs are an operating cost, meaning there is no direct 
relationship between these costs and the cost of gasoline / diesel sold.  
However, the cost is felt by retailers across the province (even more 
significantly in the Vancouver and Victoria regions, with their higher taxes), 
which thus requires a higher gross retail margin to support these costs. 
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4B 

Benchmark Spot prices for finished prices 
Parkland states that “fuel traders will buy and sell gas 
and diesel based on requirements. As an example, if 
the refineries in Vancouver and US West Coast market 
are running at full capacity and supply is greater than 
demand, you may see fuel traders discount the prices 
of gas or diesel in the PNW marketplace to sell the 
excess product faster. The aforementioned example 
will reduce the PNW benchmark spot prices because 
of the need to sell excess product. When setting fuel 
prices in Vancouver, the benchmark spot prices for 
the PNW are incorporated” 

Question for Parkland: 
i.       How many fuel traders are there in the PNW and Chicago spot markets? Are 
there enough fuel traders to consider this to be an open and transparent market? 

There are many fuel traders in these markets, and traders can join or leave the 
market freely.  We believe there are enough fuel traders to consider this market to 
be competitive. 

4C 

Advanced Biofuels – refiner sale arrangements 
with wholesalers 
ABF submits that marketers/wholesalers have very 
little influence over price. Wholesalers are locked into 
supply agreements and are not free to buy from any 
refiner. Retail margins are a very small component 
compared to refining and crude oil. 
 
CORRECTED STATEMENT 
ABF [Advanced Biofuels Canada] submits that 
branded marketers/retailers have very little influence 
over price. These marketers are locked into supply 
agreements and are not free to buy from any refiner. 

Questions for Suncor, Super Save, Parkland, Husky, Imperial Oil, 7-Eleven and Shell: 
i. How is the rack price established? 

 

The response to this question is being provided separately in confidence with the 
BCUC. 
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ii. To what extent do independent wholesalers have the flexibility to switch 
between suppliers? 

REVISED QUESTION: To what extent do branded marketers / retailers have the 
flexibility to switch between suppliers? 

Although Parkland does not know what contractual arrangements exist with other 
wholesalers, we believe that branded marketers / retailers have significant 
flexibility. For instance, we have contracts that are less than one year in duration.  
Supply contracts must be price competitive, or retailers will change suppliers at the 
end of their supply agreements. In addition, Parkland’s reputation as a price 
competitive supplier is critical to our ability to continue to conduct business in this 
industry; if dealers perceive Parkland as overcharging, they will take advantage of 
the many other available suppliers in the market. 
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4E Competitive activity 

Questions for all retailers and oil companies 
i. Please provide examples from recent years of significant competitive 

activity at the retail level in a major urban area such as Vancouver or 
surrounding municipalities 

Parkland experiences significant competitive activity at all of our stations in BC 
every day. This is evidenced as we frequently change product prices at our 
locations multiple times per day in response to observed competitor activity. 
Failure to do so would be expected to threaten fuel sales volumes. Across 
Parkland’s company-owned network in Medium and Major Cities1 during May 
2019, 70% of its sites changed prices more than once per day, while 54% of its sites 
changed prices more than three times per day.  While Parkland does not have this 
data for October 2017 to June 2019, it would expect similar figures for this entire 
period. 
(1. Medium and Major Cities are defined as sites within dissemination areas in BC that have a 
population of at least 150 people per square kilometer.  This includes the major centres in the 
Lower Mainland and Greater Victoria areas, among others.) 

 
ii.       In the last 10 years, have there been any activity which could be described as 
price wars occurring in the BC market? 

The term “price war” is capable of many interpretations.  Parkland’s retail gas 
business in BC is subject to significant competitive pressure at all times.  54% of our 
stations changed prices more than three times per day during May 2019. This is 
done to maintain competitive pricing. 
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Parkland will be confidentially submitting its retail gas and diesel margins, so the 
BCUC can see what margins have been across Parkland’s stations. That said, high or 
low retail fuel product gross margins should not be viewed as a determinant of 
retail competitiveness. Competition would also be evidenced by the number of 
price changes, number of locations, loyalty/promotional changes, changes in 
market share at a local level, among other factors. This is because retailers have 
many tools (e.g., loyalty programs, promotions, additional non-fuel offers, brand, 
location, customer service and relationships, etc.) to differentiate and gain market 
share.  These tools may present significant costs (e.g., operating costs, other 
management / general / administrative costs, investment capital requirements) 
which would not be evident in retail fuel product gross margins. 

The Kent Report filed as Exhibit E-42 (the content of which Parkland agrees with 
and adopts) addresses retail pricing on pages 23 and 26.  It describes how pricing 
volatility can take many forms, some of which may not always be apparent to the 
consumer. 

It should also be noted that the Phase 2 Report by the Deetken Group, in 
identifying a small “unexplained differential” in 2019 between retail margins in 
the Vancouver and Western Provinces , relies on pricing data from the Kent 
Group.  It is Parkland’s understanding that the Kent Group takes its retail price 
information at 10:00 am each day. However, Vancouver in particular has 
significant intraday variability in pricing, such that the price at 10:00 am is very 
often significantly different from the price at 4:00 pm. The intra-day patterns in 
other cities and parts of the country can differ.  Taking the 10:00 am price as 
indicative for comparison against other regions may therefore be misleading.  The 
use of a six-month rolling average is meant to smooth out day-to-day variability, 
but this does not address intraday variability. 

4F 

Vancouver and Victoria charge an extra tax. This 
means that those petrol stations outside the border of 
these cities charge less. If so, then the stations within 
the cities, but on the border could lose significant 
volume. 

Questions for all retailers/marketers: 
• What strategies are used to mitigate the potential loss of sales associated with 

unique, local/regional cost differences, such as higher taxes in one area vs 
another? 

Retailers typically build new stations as close to the geographic tax border as 
possible, in the lower tax jurisdiction, to mitigate the potential loss of sales; and 
avoid building near the border in the higher tax jurisdiction. 
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5 DISTRIBUTION AND RETAIL 

5A Ancillary sales 

Question for Retailers 
i.       What percentage of your net sales is derived from ancillary sales? 

We assume that “ancillary sales” refers to the sales of all non-fuel products (e.g., 
convenience store sales, car wash sales, restaurant sales). However, it is unclear 
what is meant by “net sales”.  We do not generally compare non-fuel sales to fuel 
sales as we do not see this as a useful metric; fuel sales are substantially higher 
and more volatile (due to price fluctuations) than non-fuel sales. 
A more useful metric for us is gross product margin.  We do compare gross 
product margin from fuel to non-fuel, as this indicates our overall gross product 
margin mix at a location.  Since fuel product margins are generally more volatile 
than non-fuel product margins, we prefer sites with a higher contribution from 
non-fuel gross product margin to overall gross product margin, and we are 
incented to maintain competitive fuel prices in order to encourage customers to 
enter the station and make ancillary purchases. 

ii. What percentage of your operational profits are derived from ancillary 
sales? Are there geographic differences? 

In 2018, nearly 20% of our overall gross product margin came from non-fuel sales 
across our company retail locations in BC.  However, this is highly variable 
dependent on the characteristics of a location.  Specifically: 

1. Non-fuel product offer.  A retail station with a large convenience store, car 
wash, and quick service restaurant will likely have a higher non-fuel 
contribution than a retail station with a small kiosk-format convenience store. 

2. Non-fuel alternatives.  A retail station with a small convenience store in a 
town without a nearby grocery store will likely have higher non-fuel 
contribution than a similar station with a grocery store nearby. 

3. Location.  A retail station with a small convenience store within “walking 
distance” of a residential area, will likely have higher non-fuel contribution 
than a similar station in an industrial area. 

Because of the importance of these site-specific characteristics, it is impossible to 
generalize across geographies.  Any changes in operational profit mix across 
geographies would likely be due to differences in the non-fuel product offer, non-
fuel alternatives, or location, each of which can change over time. 
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5B Full service options 
Question for Retailers 

i.       What percentage of your gas station operators offer full serve options in BC? 
What impact does this have on operating costs? 

As of December 31, 2018, Parkland had the following numbers of company-owned 
retail gas stations in BC by service type: 

Type Station Count % 
Full serve 7 4% 
Split serve 36 21% 
Self serve 130 75% 

Grand Total 173   

Full and split serve station types generally require additional labour, as a staff 
member must be outside at the pumps at all times, in addition to a person inside 
the store. This generally would result in an increase in operating costs. 

In 2018, Kent Group Ltd. conducted a study on the impact of full service 
requirements for retail gas stations in the City of Coquitlam.  This study provides a 
detailed analysis of the impact of providing full serve on retail gas.  It is available 
publicly here: https://www.kentgroupltd.com/report-full-serve-pump-
regulations/.  




