
MEDIA RELEASE 
 

 
 
Interruption formula used to adjust maximum gasoline prices 
 
Effective 12:01 a.m. Friday, June 24, 2005, the Public Utilities Board’s Petroleum 
Pricing Office (PPO) will increase the maximum allowable price for all types of gasoline 
by 3.9 cents per litre (cpl) in Newfoundland and Labrador.  
 
With recent commodity market activity for refined fuels, the criteria for the PPO 
interruption formula (which have been in place since implemented by the former 
Petroleum Products Pricing Commission [PPPC] in March 2003) have been met for 
gasoline, as they were recently for distillate products, including furnace/stove oil and 
diesel fuel. Criteria were not realized for residential propane used for home heating 
purposes, and there will be no change in price for this product at this time.  
 
“Speculation and underlying fear of future supply disruptions continue to influence the 
community of fuel traders and hence, the market-pricing behaviour of refined petroleum 
products,” noted David Toms, PPO director (acting). “At the same time the market is 
dealing with the expected increased seasonal demand for gasoline, we are seeing 
unprecedented prices for refined fuels being forced up because of concerns regarding 
future global supply. This is unfortunately creating record-setting prices in this province, 
as it is elsewhere, and the trending of prices is contributing to an unsettled market."  
 

BACKGROUNDER 
The market-pricing behaviour for refined products has escalated in recent weeks for a 
number of reasons, including: 
� Since the cut-off point for the PPO’s last pricing adjustment, market prices have 

made significant increases based on speculation and concern for future available 
supplies and associated demand later in the year, including oil. Though PPO 
regulated prices aren’t based directly on that of crude oil, its price does affect the 
market figures for these refined petroleum products. 

� There was a hint of a terrorist threat in Nigeria, a major oil supplier to the U.S., 
last week that led the U.S., Britain and Germany governments to temporarily 
close their consulates and further feed market fears of restrictions to oil supplies 
from producer countries. 

� Refineries are also producing at near-maximum levels in an effort to make 
gasoline for the current demand and heating fuel for future demand. This leaves 
little room for compensation to potential disruptions to production. 

� OPEC recently increased its output quotas, but instead of a positive reaction, the 
market moved upward because it was reported that OPEC members were already 
producing at this level, and this gesture would do little to offset current pricing 
levels. 

 
PPO benchmarks are established based on the average prices of refined products in the 



period since the last time maximum prices were established. The PPO regularly sets 
maximum fuel prices on the 15th of each month. 
 
For the interruption formula to be used on gasoline and distillate fuels, the PPO requires 
the average of market prices to be 3.5 cpl greater or less than the current PPO benchmark 
prices (except propane, which requires +/- 5.0 cpl) over five market business days. 
  
Illustrated in the following graphs is the market-price performance of gasoline, as well as 
other products regulated by the PPO, for recent pricing periods up to June 20, 2005: 
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Diesel / Low Sulfur No.2
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Furnace Oil / Stove Oil  / No. 2 
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Propane 
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Media contact: Michelle Hicks, Communications. Tel: 1-866-489-8800 or (709) 489-
8837. 
 


