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ACS Submission: CMA Market Study — Road Fuel Pricing

ACS (the Association of Convenience Stores) welcomes the opportunity to submit evidence
to the Competition and Markets Authority (CMA) Road Fuel Market Study. ACS represents
33,500 local shops including thousands of convenience retailers trading from fuel retailing
sites. Our members include fuel retailers such as Co-op, Rontec, Motor Fuel Group, BP,
Shell and Applegreen. For more information on ACS see Annex A.

There are 8,384 forecourts across the UK, trading in urban transient locations (40%),
residential locations (28%), rural locations (17%), commercial or industrial locations (13%)
and motorways (2%). There are a diverse group of fuel retailers operating in the UK with
16% hypermarket owned, 19% oil company-owned multiples and 65% dealer owned'.

ACS stands by evidence? submitted to the CMA’s short and focused Road Fuel Review®. We
have welcomed the findings of the initial review which showed that the supply of retail fuel in
the UK appears relatively competitive, the retailer spread is a relatively small component of
the pump price and fuel retailers passed on the fuel duty cut immediately. We believe that
the CMA market study will further validate these findings.

We understand that ACS members will be engaging directly with the CMA’s Market Study,
sharing relevant data and responding to requests for information. Therefore, ACS’ role in
engaging with the market study is to support the CMA’s understanding of the diverse nature
of the UK fuel retailing market. We welcome opportunities to engage directly with the CMA
and will positively consider how we can facilitate specific requests for information.

We have submitted a copy of ACS’ Forecourt Report 2021 alongside this submission. The
report provides an overview of the vital role that the UK’s 7,395 forecourt shops play in their
local communities. They provide over 88,000 secure local jobs access to essential services
and take time out of their businesses to support local projects. We have also developed and
shared with the CMA ACS’ Fuel Price Explainer briefing outlining how we understand retail
fuel pricing dynamics in the UK*. This briefing is available at Annex B and provides a
commentary on the factors that are impacting pump prices in the UK market.

Given the short time period for responses to the invitation to comment, we have responded
to the questions or requests for information in the consultation based on our current
understanding of the market. We have not included new primary data sources beyond those
already submitted to the CMA.

We will be consulting with our members over the coming months to establish further
information or answer any specific data requests from the CMA. For further information on
this submission, please contact Edward Woodall, ACS Government Relations Director.

1 ACS Forecourt Report 2021

2 ACS Evidence submitted to CMA
3 Road Fuel Review

4 ACS Fuel Price Explainer
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https://www.acs.org.uk/sites/default/files/acs_letter_to_cma_2022.pdf
https://www.gov.uk/government/publications/road-fuel-review
https://www.acs.org.uk/sites/default/files/fuel_price_explainer.pdf

CMA Consultation Questions

What elements of road fuel refining should we focus on, and why?

No comments

What elements of road fuel wholesaling should we focus on, and why?

The CMA invitation for comment seeks to investigate the nature of contracts between the
independent wholesale segment of the supply chain and their exclusive supply agreements
with retailers. This is in response to concerns being raised that the length and nature of the
contracts can harm competition.

We do not have primary data on the lengths of the contracts across the whole sector, but we
welcome further investigation by the CMA to understand these contracts. Our understanding
is that there are a wide range of supply agreement between fuel suppliers and retailers.
Typically, we believe these contracts last around five years and are selected by fuel retailers
based on the competitive nature of fuel pricing offered and a wide range of other benefits,
including branding and equipment.

These contracts need to be of sufficient length to give retailers certainty of securing a
competitive fuel price and to invest in their fuel retailing and grocery retailing offer. Retailer
buying power will also have a significant bearing on the nature of these supply agreements
and their terms. Hypermarkets and large fuel retailing businesses will be able to negotiate
better fuel prices across their network compared to single site or small multiple site
operators.

We recognise the importance of not having overly long or restrictive contracts on retailers so
they can adapt to changes in their customers shopping habits and changes in the overall
market. However, it is also important to recognise that there are significant retailer costs
associated with moving from one fuel supplier to another. By moving from one supplier to
another a retailer would have to change their fuel site branding, some fuel retailing
equipment and update their store and colleague operations. The cost associated with
changing fuel suppliers is a deterrent to retailers doing this frequently.

Do you agree with the three areas we have identified as our focus in road fuel
retailing?

Yes. We are pleased that the CMA is looking at the factors listed below in relation to local
and regional price variations. We have provided some comments on each factor being
considered:

(a) Prices of supermarkets have been consistently lower than other retailers.

Supermarkets can, in some cases, deliver lower fuel prices to consumers because their
buying power enables them to negotiate better terms with fuel suppliers. Supermarket
retailers represent 16% of the fuel retailing sites in the UK but sell the majority of fuel
volumes in the UK. They will be buying fuel based on two-week lags meaning they can see
changes in fuel price fluctuations earlier and respond accordingly.

As a result, supermarkets will set the benchmark for pricing at the local level, while
independent retailers’ fuel pricing is led by competitor pricing locally. Fuel prices are highly
transparent both at sites and through various online price comparison tools.

(b) Prices in rural areas tend to be higher than in urban areas.



As identified in the CMA invitation to comment and review, higher rural fuel prices are likely
caused by lower fuel volumes and less competition in the area. Fuel sites in rural areas will
have similar operating costs, like energy bills, shop product prices and statutory wage costs,
as urban retailers but will be trading with lower footfall and fuel volumes. To make a
sufficient margin to operate their business rural fuel retailers may have to increase the price
of their fuel.

In addition, the distribution costs to rural locations, depending on their vicinity to refineries,
will also have an impact on their fuel price. Small fuel retailers, operating a single site or
small number of multiple sites, will inevitably have higher secondary distribution cost. Their
fuel supplier will reflect this differential in their fuel price to cover the costs of extended
secondary transport of fuel. This increased fuel cost will inevitably have to be passed on to
consumers at the pumps

(c) Prices in England have been higher than in other nations, and prices at an individual
PFS tend to be lower the more local competitors there are in the surrounding area.

There are a range of factors that will impact fuel pricing across the UK. England will have
higher demand and greater competition. Scotland, Wales and Northern Ireland’s geography
and the refineries and other infrastructure that support fuel supplies will also impact pricing.
Certain UK fuel suppliers may not operate across the whole of the UK, instead their
infrastructure and distribution will be limited to certain regions of the UK.

What potential future developments should we be aware of that may affect the
demand for, or supply of, road fuel, for example the development of alternative
sources of road fuel, and how, if at all, we should take these into account in our
assessment.

The CMA should also account for the UK Government Net Zero targets and the impact this
will have on the road fuel market. The target to ban the sale of petrol and diesel vehicles by
2035 will impact fuel retailers in the long term. These policy targets also require retailers to
make large investments in different power and mobility infrastructure such as EV charging
points. Currently there are 536 EV charging devices located on 405 sites (excluding service
stations).

Global factors have been the most significant immediate influence on inflated fuel prices this
year and they are likely to remain dominant in the future. Geopolitical relations, such as
those between Russia and the West, have had a detrimental affect on the global oil supply.
Furthermore, Western environmental commitments have led to a lack of investment in oil
refining capacity. Annex B demonstrates that it has been global factors affecting the
wholesale price of fuel that has driven up pump prices. Whereas the retailer margin makes
up just 0-4% of these prices. Retailers have only a minor part to play in the price of road fuel
and it is important that the CMA reflects on this point going forward.
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The Asscdation of Comwanienca Stores lobbles on bahalf of cwer 47,000 converlanca storas across
mainlard UK on public policy Issuss that affect thelr businasses. ACS' mambership is comprisad of a
diverss group of ratallers, from small Indapandant family businessas nonning 8 single shore ko larga
multipla corvenkanca ratslkrs running thousands of stores.

Convenkanca stones trada In & wida vanaty af locations, maating tha neaeds of custamars fram all
backgrourds Thesa locations rarge from city cantras and high straats, suburban araxs such 25 cstatss
and secondary paradas, rural wiilisgas and isolabad arees, & well a5 on patrol Torecourks and at treval
poirts such &% alrports ard trsin stations.
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WHO WE REPRESENT

ACE reprasents almaost 15,000 Ind ndent
retaliers, polling them guartardy to hear thair
wiaws and euparancas which am used to faad
I ta Gavarnmant pollcy discussions.

ACS rapresants awar 14,000 ratallers afrilated
with symbcl groups Symbol groups lika SPAR,
Hisa, Costoutter, Londis, Pramier and others
provide Indepardant rokalicrs with stock
agreaments, wholasale delvarkas, kegistical
Thesa storas are not affiliated to any group, and  support and markating berafts
are atter family businssas with low starf and
property costs. Indepandent forecourt
oparators are Included In this catagary.

Symbol group forecourt oparators and
franchise providars lika One Shop ara also
Included I this category.

MULTIPLE AND CO-GRERATIVE BUSINESSES

ACE repraserits cwer 15,000 storcs that ara
owned by multipk and co-oparative ratalars.
Thesa busirmszas Indude tha Co-Operative,
reglonal co-operstive scdaties, McColls and
others.

Unlika symbal group stores, thasa shores ara
owned and run cantraly by the business.
Forecourt muttiplas ard commission operatad
staras are Indudad In this catagaryg
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Thara are 47075 conwanlance stores  In
mainiand UK. 71% of storas are opersted by
Indapandant: ratallers, lther unafflated or 2=
partof a symbol group.

I 2031, the tokal value of sakes|n theconverlanioa
sactor was £E432bn.

The awarsge sperd In a typlcal convendanca
shore transsciaon Is E30482.

10% of shop owrars work mora than 70 hours
per week, while 435 taka no holiday throughout
tha: year.

Corvanlence stores and Post Offices poll as the

bwen sarvices that hava thamost positive mpacton

thiir local area sccordirg to consumars and local
courdliors.

TI% of business ownars ara frst ime Invastors
Iri thiz sactar. EC% of Indepandentfsymbol retallars  have
engagaed In soma form of community actvity

owar the last yaar.

w. gl

employmant

9% of Independent,symbol storas employ famiky
memibers only.
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Batween August 2020 and May 2021, tha
convanierdca sactor Invested owar ESI4m In
storas.

sector  providas  fsxdbla
for around 332,000 pacple

The meost popular form of Invastmant In shones |
rafrigarstian.

&C5 polls tha views and axperiences of the convenienca sactor regularly to provide up-to-data, robust Information on the prassums being faced by
retallers of al sizas ard ownership types. Sur rassarch Indudes the following regular sureays:

ALS WOCE OF LOCAL SHO®S SURVEY

Regular quartarhy survey of
over 1,200 ratalers, splt evenly
between ndapendent ratallers,

symbol group ratslars and
Torecourt ratalers. The survey

consists of trackar quastions and
a ramber of quastions that diffar
@xCh time to help Inform ACS'
policy work.

ACS INVESTRENT TRACKER

Ragular quarterty survay of ower
1,200 Independent and symibal
retalkars which is combingd with
responsas from mutiple
busirsssas reprasenting ovar
3,000 stanas.

ALS LOCAL SEOP REFORT

Annual survey of arourd 2,400
Indapandant, symbsal and

foracourt retallars comibined with

responsas from multipla
busneEsses reprasanting &,700
stores. The Local Shop Report
also draws on data from Lumina
Inkalligenca, K50, Meisan ard
willam Reed.

For mare information and data sources, wisit www.acsong.ulk

BESPOKE POLLING ON POLICY ISSEES

ACS conducts bespoka poling of
Its marmbers on a ranga of palicy
Issues, from crima and resporsibia
ratalireg b low pay and taxation.
This polling s conductad with
retalkrs from al arcas of tha
corvenkince sactor.



Annex B

Explaining the Price of Fuel ACS | theyoice of

Retail Price Breakdown

Supplier Cost: 1%

Fossil Product: 43%

Biofuels Cost: 5%

What goes into the
price of fuel
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ch is then sent to
. The whol
prodc e is issued dail S a C
but the most commonly referenced price is the
Platts index.
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For a retailer buying on a 1-to-2-day lag, pricing
and margins will fluctuate more than those on
longer lags.

The fuel price also includes Renewable Transport
Fuels Obligation (RTFO) and Development Fuels
Obligation (DFO). The RTFQ and DFC

hanol in petrol and b

Government Fuel Duty (currently 52.95 ppl for
diesel and petrol) is added when purchased from

of operating and investing in their

Dominant players, like supermarkets, will set the

benchmark for pricing at the local level, while

independent retailers’ fuel pricing is led by

competitor pricing locally. Consumers will not

) fuel at sites with excess high prices when
an drive to anothe

consumer

Key Market Trends

Demand

As the global economy has recovered from Covid-19, this has
increased demand for oil supply and energy markets,

OPEC volumes have not increased in line with demand, causing
undersupply in the market, keeping prices high. The global
transition away from fossil fuels has curbed exploration
investment, further affecting the ease of supply.

Wholesale Price Volatility

There has been unprecedented volatility in fuel pricing over the
last six months. Daily average wholesale price variation of
3.59ppl in the last three months compared to 0.46ppl over the
previous three years.

The removal of Russian Oil has meant supply must be sourced
from elsewhere resulting in increased prices.

There is a lack of refinery capacity across Europe creating
further bottlenecks and demand pressure.

Volatility in wholesale fuel prices has led to some large fuel
suppliers moving to 2-week pricing lags with large customers
(eg supermarkets), while smaller retailers are most likely to
have to buy at that day's price.

Exchange Rates

Refined fuel product is sold in US Dollars so must be converted
in Sterling. A weak pound against the dollar pushes the price of
fuel up. Sterling has dropped significantly against the dollar
over the last six months, further pushing up fuel prices.

Transport and Distribution Costs

Shortages of HGV drivers has impacted the costs of secondary
transport, adding costs.

The need for enhanced security to deal with and deter
disruption by protestors at refineries and terminals adds cost
and time.

Contact Information

For more information, please contact.

nment Relations Director
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