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AT TINREE . AEE
o F—EHATIRIMEIE :

e “Our auto-fuel prices are affected by a number of factors, including land cost, duty, salary
and wages, other operating expenses, and so on. As most automotive fuels used in Hong
Kong are imported, our auto-fuel prices would change as a result of changes in the
Singapore FOB prices. According to the current figures, the trend of local auto-fuel prices
has been in line with the movement of Singapore FOB prices. In addition, crude oil prices,
which most people mention, are not applicable to the local market.

e Since Singapore FOB prices started to fall in July 2014, our company has kept revising
downward the retail pump prices for both gasoline and diesel products. On an overall
basis, our company’s adjustment on fuel prices including retail pump price reduction and
promotion rebate/ discount is in line with Singapore FOB price trend.”
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AT T INRREE . EIE (48 )
o E_RIMATIRILEE :

e |n determining the pump price many cost factors are taken into consideration including
product cost, business operating costs, service station land costs, government taxes and
excise duty, discounts and market competition.

¢ |t should be noted that the widely reported comparisons of pump price and crude oil cost
fluctuations merely in percentages of change over time should be treated with
caution. Firstly our fuels are imported refined oil products and not crude oil hence our
product cost should be better referenced against the Mean of Platts Singapore (MOPS) which
does not always follow exactly the international crude oil price in terms of timing and
magnitude. Secondly, product cost is only one of the major cost components of the pump
price; the other major cost components including government excise duty, operating costs,
customer discounts and promotions, land costs etc. are not significantly impacted by product
cost reductions and on the contrary have been increasing in recent years. Since only a
portion of the pump price is affected by the change in product cost, pump price would not
fall by the same percentage as product cost when all factors are taken into consideration.
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AT T INRREE . EIE (48 )
o FIEMATIRIMEIE :

e There seems to be a general perception by the public that percentage change in crude
price should mean the same percentage change in gasoline retail pump price.

e Gasoline retail pump price is made up of 3 major cost components:
(1) Finished product import costs

(2) Government fuel tax

(3) Operating costs (examples of operating expenses: land cost, labour cost,
transportation cost, marketing, tax, office rentals, Tsing Yi Terminal operating cost, utilities

etc.)

e Crude price does affect gasoline retail pump price but only the finished product import
cost portion (i.e. component (1) above) of the gasoline retail pump price. Components (2)
and (3) remain fairly constant as Government tax and our operating costs (labour, land,
transportation, etc.) will not be reduced even when crude price/import product cost

drops.
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