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Terri-Lee Oleniuk 

August 6, 2019 Partner 

Dir: 403-260-9635 

terri-lee.oleniuk@blakes.com 

VIA ELECTRONIC FILING
83862/523 

British Columbia Utilities Commission 
Suite 410, 900 Howe Street 
Vancouver, BC  V6Z 2N3 

Attention: Patrick Wruck 
Commission Secretary 

Re: British Columbia Utilities Commission (“BCUC” or “Commission”) 
An Inquiry into Gasoline and Diesel Prices in British Columbia  
Project No. 1599007 (“Proceeding”) 
Additional Confidential Information  
Confidential Information – Subject to BCUC Order G-165-19 

Dear Mr. Wruck: 

We act on behalf of Suncor Energy (“Suncor”) in respect of British Columbia Utilities Commission 
(“BCUC” or “Commission”) Project No. 1599007: An Inquiry into Gasoline and Diesel Prices in British 
Columbia.  

Please find enclosed Suncor’s additional confidential information for the above noted Proceeding. Suncor 
submits the attached additional information, which is confidential and commercially or competitively 
sensitive. Per Order G-165-19, Suncor notes that its submission has been clearly marked as confidential 
and submits that the disclosure of this confidential information could reasonably be expected to result in 
undue financial loss to Suncor, or gain to its competitors, or result in significant harm to its competitive 
or negotiating positions, and respectfully requests that the attached submission be treated as confidential 
pursuant to the Order. 
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Should you have any questions or require any additional information, please do not hesitate to contact 
the undersigned. 

Sincerely, 

Terri-Lee Oleniuk 
jahk 
Enclosure 

cc. Chris Hustwick, Director, Downstream Legal Affairs Canada, Suncor Energy 

jahk
Terri-Lee Oleniuk
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Retail Costs Changes in addition to Wholesale Cost Changes

Suncor Exhibit C2-2
See Suncor’s answers to questions 21 and 22
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Suncor Additional Confidential Information – August 6, 2019 

Slide 1: 

Wholesale (Rack) Prices vs. Spot Benchmark Prices 

Near the end of Suncor’s in camera oral testimony on July 30th, 2019, Chair Morton asked a 
question “One of the key questions that we have to answer is what happened in 2015 that 
caused this most recent price discount...since 2015 something has happened...Something 
started in 2015, starting happening and everything was presumably not happening from 2010 to 
2015. So just let's -- what's your opinion? What should our report find?”

The slides and discussion that follows analyze wholesale (rack) pricing for Vancouver, 
Kamloops and Edmonton, and applicable spot benchmark prices, to demonstrate how pricing 
has changed over the past four and a half years, and why pricing in British Columbia may be 
different than Alberta. 

In brief, and as discussed below, rack prices in BC closely track prices in the Pacific Northwest. 
However, the gap in the rack prices has slowly increased over the last few years due to 
additional regulatory requirements in BC and logistical constraints, added terminalling and 
blending costs and other factors discussed during the proceeding. 

Slide 2: 

Rack vs. Spot Gasoline Price Comparison: Vancouver Rack vs. Pacific Northwest Spot 

When providing testimony, Suncor and other interveners indicated that the wholesale (rack) 
price for gasoline in Vancouver is influenced by the Pacific Northwest Spot Price for gasoline. 

The Pacific Northwest Spot Price is a widely traded, relatively liquid indication of the value of 
gasoline in a large market (the Pacific Northwest) and is trusted by both sellers and buyers as 
an independent and non-biased benchmark that indicates the daily fluctuations in the value of 
gasoline. Suncor references this spot price to assist in determining the wholesale price for 
gasoline in Vancouver. 

Slide 2 plots Suncor’s Vancouver Rack Price for gasoline and compares it to the Pacific 
Northwest Spot Price for gasoline as reported by Argus1 for the period from January 2015 
through to June 2019. The line at the bottom is the delta or the difference between the two lines 
at the top. The dotted red line is the absolute delta and the dotted black line is a linear trend line 
indicating the trend for that delta over the four-and-a-half-year period. The chart indicates that 
the rack price and the spot price follow each other very closely, as they should, and that 
gasoline pricing has increased over the four-and-a-half-year period. 

1 Note that Argus data is referenced in this discussion and in the attached slides. Argus granted Suncor 
consent to provide this data confidentially to the BCUC and indicated that, should the BCUC wish to 
disclose this data publicly, it should contact Argus.
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The delta between the Vancouver Rack Price and the Pacific Northwest Spot Price has also 
increased, and the trend line indicates that it has increased by approximately 12 cents a litre 
over the period. This has been due to logistical constraints that have put pressure on 
transportation costs, terminalling costs and blending costs, the regulatory compliance costs that 
are unique to BC (B.C. Low Carbon Fuel Standard), fuel quality premiums, local supply demand 
factors, and other factors that interveners raised during inquiry testimony. 

Slide 3: 

Rack vs. Spot Gasoline Price Comparison: Kamloops Rack vs. Chicago Spot 

Slide 3 plots Suncor’s Kamloops Rack Price for gasoline vs. the Chicago Spot Price for gasoline 
as reported by Argus. As mentioned in our testimony, for the interior of BC including Kamloops, 
Suncor uses the Chicago Spot Price as a reference price to help us determine daily fluctuations 
in the value of gasoline for the Canadian prairies and the interior of BC. 

Similar to the Slide 2, Slide 3 shows that the rack price for gasoline follows the spot price very 
closely, has increased over the period, and that the difference (delta) between the rack price 
and spot price has grown over the same period of time. 

Of particular note is the trend line at the bottom of the chart, which indicates that the rack 
(wholesale) price for gasoline has increased vs. the spot price for gasoline by the same 12 cents 
per litre as depicted in Slide 2 between the Vancouver Rack Price and the Pacific Northwest 
Spot Price during the period from January 2015 through June 2019. This suggests a consistent 
increase in the wholesale cost of gasoline in BC over this period. 

Slide 4: 

Rack vs. Spot Gasoline Price Comparison: Edmonton Rack vs. Chicago Spot 

Slide 4 plots the difference between Suncor’s Edmonton Rack Price for gasoline vs. the Chicago 
Spot Price for gasoline as reported by Argus. Similar to the charts on Slides 2 and 3, this chart 
indicates that the Edmonton Rack Price closely follows the Chicago Spot Price, and that the cost 
of gas has increased over the period. 

The delta shown at the bottom of the chart is also similar to the previous two comparisons in that 
it has increased over the period. This can be explained by cost increases in Edmonton, such as 
local supply and demand, regulatory compliance costs (in this case federal regulations), as well 
as logistical cost constraints and quality premiums. 

Relative to Kamloops, however, the delta between the Edmonton Rack Price vs. the Chicago 
Spot Price only increased by six cents per litre over this time period. This lower delta can be 
explained by fewer logistical constraints (and associated cost increases) versus BC, and 
significantly lower regulatory compliance costs relative to BC. 
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Slide 5: 

Gasoline Rack Price Comparison: Kamloops Rack vs. Edmonton Rack 

Slide 5 compares the Kamloops Rack Price (as representing the interior of BC) vs. the 
Edmonton Rack price (as representing Alberta). Both Racks reference the Chicago Spot Price 
for gasoline as reported by Argus and both racks track the Chicago Spot Price closely. 

As indicated in the previous charts, the delta between the Kamloops Rack Price vs. the Chicago 
Spot Price, and Edmonton Rack Price vs. the Chicago Spot Price, both increased over the 
period from January 2015 through June 2019, but the delta increases were different. Kamloops 
Rack Prices increase approximately 12 cents per litre over the spot price during the period, 
while Edmonton Rack Prices increase approximately 6 cents per litre over the period. 

When comparing the two racks, there is a 6 cents per litre difference in the delta between the 
two racks because the supply and demand balance in Kamloops, the logistical constraints and 
costs of moving product to Kamloops, terminalling and blending the product, the regulatory 
compliance costs in British Columbia and the other factors raised by interveners during the 
inquiry, have resulted in a higher costs in BC vs. Alberta. 

Slide 6: 

Gasoline Rack Price Comparison: Vancouver Rack vs. Edmonton Rack 

Slide 6 compares the Vancouver Rack Price vs. the Edmonton Rack Price. 

As indicated on the chart, the price of fuel at both racks has increased over the period of 
January 2015 through June 2019. While both follow the same general curve, the Vancouver 
Rack Price has increased quite substantially vs. the Edmonton Rack Price and is more volatile. 
The delta between the two racks (indicated by the pink dash line) reflects this volatility. 

This volatility difference is attributable to the differences between the Spot Prices each region 
references. The Vancouver Rack Price references the Pacific Northwest Spot Price for 
gasoline, while the Edmonton Rack Price references the Chicago Spot Price for gasoline. This 
means that any point-in-time differences between Pacific Northwest Spot pricing and Chicago 
Spot pricing will have a direct impact on the differences between the Vancouver Rack and the 
Edmonton Rack. This is in addition to any differences in the trending cost differences between 
the two racks. 
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Slide 7: 

Gasoline Spot Price Comparison: Pacific Northwest Spot vs. Chicago Spot 

To further demonstrate the point made in Slide 6 regarding the impact of the relative volatility 
between the Pacific Northwest Spot and the Chicago Spot Price for gasoline, this chart plots 
these spot prices, as reported by Argus, over the January 2015 through June 2019 period. 

Similar to the other charts, the spot prices for gasoline follow fairly closely over the subject 
period of time. The trend line shown at the bottom of the chart indicates that the Pacific 
Northwest Spot Price is on average about five cents per litre higher than the Chicago Spot Price. 
It also indicates that the delta has not increased very much over the period, and therefore, on 
average, the difference has not been a factor in increasing wholesale (rack) prices for gasoline 
in Vancouver vs. the BC interior or Alberta. 

The delta line, however, indicates that at a given point in time over the period, the Pacific 
Northwest Spot Price varies significantly from the Chicago Spot Price. At times it can be lower 
than the Chicago Spot Price (e.g. September 2015) and at other points in time it can be much 
higher, including, in particular, the period from March to May 2019, when it was 12 cents higher. 

The key point to take away is that if the wholesale (rack) price for gasoline in Vancouver 
references the Pacific Northwest Spot price, and the Kamloops and Edmonton wholesale (rack) 
prices for gasoline reference Chicago, then the differences (deltas) between these two spot 
prices can impact wholesale (rack) pricing quite differently at any given point in time, but on 
average, will have much less of an impact on the differences between the two racks over the 
time period from January 2015 to June 2019. 

Slide 8: 

Gasoline Rack Price Comparison: Vancouver vs. Kamloops vs. Edmonton Rack 

The chart in Slide 8 compares Suncor’s Vancouver Rack Price, the Kamloops Rack Price, and 
the Edmonton Rack Price for gasoline. 

In summary: 

Over the four-and-a-half-years, gasoline prices have increased across all referenced racks. In 
the case of Kamloops vs. Edmonton, the prices are fairly consistent in that prices rise and fall 
fairly consistently. 

As previously explained in Slides 2 and 3, the Vancouver and Kamloops Rack Prices have 
increased vs. the Spot Prices they reference (the Pacific Northwest and Chicago) by about 12 
cents per litre in both markets over the four-and-a-half-year time period. And on Slide 5, the 
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delta between Edmonton and Kamloops rack prices increased by approximately six cents per 
litre over this time period due to transportation and marketing cost differences in BC vs Alberta. 

While the Vancouver Rack Price for gasoline more or less tracks with the Kamloops Rack Price, 
there are points in time where the volatility between the Pacific Northwest and the Chicago Spot 
Prices for gasoline cause prices in Vancouver to deviate relative to Kamloops. The most recent 
deviation between Kamloops and Vancouver occurs during March, April and May of 2019. 

At that time, the Edmonton Rack Price increased with the Chicago Spot Price to approximately 
82 cents per litre; the Kamloops Rack Price (which also follows Chicago Spot Price but with a 
higher cost delta over the spot price than Edmonton) increased to approximately 95 cents per 
litre, and Vancouver market rose almost 10 cents higher than Kamloops to over $1.03 per litre. 
This increase in Vancouver coincided with the closure of 6 out of 10 refineries in the PADD V 
region which resulted in a shortage of fuel supply and an increase in the Pacific Northwest Spot 
price vs. Chicago. This, in turn, resulted in the dramatic spike in the Vancouver Rack Price. 

In other words, point in time differences between the Kamloops and Vancouver Rack Prices, 
and Edmonton and Vancouver Rack Prices, including the dramatic delta that occurred in the 
spring of 2019, are attributable to the points of maximum volatility in the difference (delta) 
between these Spot markets. 

Slide 9: 

Retain Costs Changes in addition to Wholesale Cost Changes  
Suncor Exhibit C2-2 

See Suncor’s responses to questions 21 and 22. 
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