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1. Outlined below is the Statement of Issues releagdte Australian Competition
and Consumer Commissi¢ACCC) in relation to the proposed acquisition of
the Caringbah Hotel by ALH Group Pty LtAL(H ) from the Bayfields Group
(Bayfields) (theproposed acquisition) Woolworths Limited \\Voolworths)
holds 75 per cent of the issued share capital irl AAs a related acquisition,
Laundy Hotels Pty Ltdl(HG ) proposes to acquire the freehold property for the
site.

2. A Statement of Issues published by the ACCC isarfatal decision about a
proposed acquisition, but provides the ACCC’s pnglary views, drawing
attention to particular issues of varying degrelesompetition concern, as well
as identifying the lines of further inquiry thaethCCC wishes to undertake.

3. Inline with the ACCC’dMerger Review Process Guidelin@wvailable on the
ACCC'’s website at www.accc.gov.au) the ACCC hasl#isthed a secondary
timeline for further consideration of the issuesatation to the proposed
acquisition. The ACCC anticipates completing furtimarket inquiries byt 4
June 2012and anticipates making a final decisionZ&June 2012 However,
the anticipated timeline can change in line withterger Review Process
Guidelines To keep abreast of possible changes in relatiaiming and to find
relevant documents, market participants should thei Mergers Register on the
ACCC'’s website atvww.accc.gov.au/mergersregister

4. A Statement of Issues provides an opportunity lanterested parties (including
customers, competitors, suppliers, shareholderotred stakeholders) to
ascertain and consider the primary competitioneissdentified by the ACCC. It
is also intended to provide the merger partiesathdr interested parties with the
basis for making further submissions should theyster it necessary.

Background

5.  The ACCC commenced an informal review into the pegal acquisition on 1
March 2012.
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The Parties

Acquirers
ALH

6. ALH is owned by Woolworths (75 per cent) and thed&r Mathieson Group (25
per cent).

7. ALH owns and operates 294 hotels and approximdt2J/§00 gaming machines
nationally. ALH currently operates 27 hotels andusaid 700 gaming machines in
NSW.

8.  Woolworths (including ALH) is the largest liquortader in Australia with over
1,100 retail outlets and around 37 per cent obnatiliquor retail sales.
Woolworths operates the takeaway liquor brabda Murphy’s, BW&nd
Woolworths Liquor

9. ALH/Woolworths have submitted to the ACCC that twels in the ALH group
are managed separately from other Woolworths Liqudlets. However, the
ACCC understands that, where an ALH group hote& ajserates a bottleshop,
the bottleshop is brand®IVSor Dan Murphy’sand operates in accordance with
the policies of th@WSandDan Murphy’sbrands.

10. The ACCC considers that because Woolworths hastafecontrol of ALH
through its 75 per cent holding in the group andins ownership and control of
the retail liquor brands under which ALH bottlesb@ve operated, such
bottleshops are properly considered as part ofthelworths liquor group for
the purposes of assessing the competitive effédtseeqproposed acquisition.

LHG

11. LHG is a family owned and operated business wtsaturrently the largest
independently owned hotel chain in NSW with arodfichotels and a small
number of takeaway packaged liquor licences.

12. ltis the ACCC’s understanding that ALH and LHG &antered into a joint
venture arrangement, of which the proposed Carimgloguisition is a part,
whereby LHG will become or remain the freehold gdp owner for a large
number of hotel properties which will be leased\tdd. This arrangement
includes the following related transactions:

* ALH is proposing to acquire 24 of LHG’s hotel bussses and two
takeaway packaged liquor retailers while LHG waéllain the freehold
which will be leased to ALH; and

* ALH is proposing to purchase 5 hotel businesseas fiee Waugh Group
while LHG will acquire the associated freehold pdp which will be
leased to ALH.
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Target - The Caringbah Hotel

13.

14.

15.

16.

The Caringbah Hotel is currently owned and operbieBayfields. Bayfields

also owns and operates a number of other hot&gdney, including the

Newport Arms Hotel, the Dee Why Hotel, the Presiddotel Belrose and the
Newport Mirage Hotel (all located in the northeeabhes area of Sydney).
Bayfields also operates a further two large forfigt box’ liquor stores under

the Bayfields banner. The other Bayfields stored@gated in northern Sydney at
Dee Why and Belrose.

The Caringbah Hotel is located in the SutherlandeSh southern Sydney at 343
Port Hacking Road, Caringbah NSW. It is a largeueefover 1100 mwithout
including the bottleshop) with three separate ba 30 electronic gaming
machines.

In addition to the on-site facilities, the Caringlddotel operates a very large
detached bottleshop on the same site as the fdislbottleshop operates under
the ‘Bayfields at the Caringbah’ bann@afingbah Bayfields) with a trading
area of approximately 800 square metres and ar800d products available.
The site is easily accessible by car and has a laughber of car parking spaces
available.

The Bayfields bottleshops are members of the Bathe banner/buying group

but are not advertised as such except for smaiksigdicating that all Bottlemart
specials are available in-store. Further, the Bot#rt specials do not appear to be
incorporated into the Bayfields special catalogared the Bayfields group often
provides an additional discount over the Bottlenpasimotional price.

Other industry Participants

17.

18.

WesfarmergWesfarmers)through its Liquorland, Vintage Cellars aritl 1
Choice brands is currently the second largest ggazkéiquor retailer in
Australia, with a share of national sales of aro@@ger cent.

Banner and buying groups including Bottlemart, Lldggquor, Liquor Stax,
Bottle-O, Cellarbrations and Thirsty Camel, alonthvether non-aligned
independent retailers account for the remaindeatibnal liquor sales.

The Proposed Acquisition

19.

20.

ALH proposes to acquire from Bayfields the busiress associated assets of the
Caringbah Hotel, including the detached bottlestumpently operating as
Bayfields Caringbah.

In a related transaction, LHG will purchase fronytads the associated
freehold property. LHG will then enter into a lotggm registrable lease
agreement with ALH for the use of the freehold.stish, post- acquisition LHG
will be the lessor of the hotel and bottleshop tdHA
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Related transactions

21. The ACCC is currently reviewing related but sepam@bposed acquisitions by
ALH of 31 hotels and 1 takeaway packaged liquariaze in NSW, including 24
hotels from LHG 81 hotels transaction, as mentioned at paragraph 12 above.
Further details on these proposed acquisitiondedound on the ACCC'’s
website atvww.accc.gov.au/mergersreqister

Industry Background

Retail sale of packaged liquor for off-site consumjon

22. ALH/Woolworths and Wesfarmers are Australia’s latgetailers of packaged
liquor, together accounting for 58 per cent of oxadil sales in 2011, comprising
ALH/Woolworths with 37 per cent and Wesfarmers withper cent.

23. Independently owned bottleshops make up the reranwidetail sales.
Independent operators often retail packaged liquassociation with marketing
banner groups such &=llarbrations, Liquorstax, Liquor Legends, Bottkamn
andThirsty Camelnd achieve purchasing power and reduced cosisghr
participating in buying groups.

24. While liquor retailers are differentiated by theachcteristics of their retail
offering, including product range, location, seevand price, most can usually be
defined to be part of a broader category of ratiehich target particular types
of liquor purchases. Categories of bottleshopsuohel

I. ‘destination’ or ‘big box’ retailers, such as Woalkths’ Dan Murphy’sbrand
and Wesfarmersl® Choice These retailers target customers seeking a
broader selection of products or making bulk puselsahence they usually
offer a wide range of products and tend to be geaders in a particular area;
and

ii. ‘convenience’ outlets such as WoolwortBd8VSand Wesfarmerdiquorland
and the majority of independent brands. Theseleesaiarget customers
making smaller purchases where convenience andsibdgy is more
important than price or range. These tend to bdlermend have higher prices
than the ‘big box’ outlets, but are more numerauws,more likely to be in a
convenient location and often incorporate drivestigh facilities.

Retail sale of liquor for on-site consumption, enteéainment and gaming

25. In Australia, the hotel industry is highly fragmedtwith the largest shares of
hotel licences nationally controlled by:

ALH with 10 per cent;

Wesfarmers with 3.8 per cent;

1 The ACCC understands that Woolworths does not betsl licences, and any bottleshops attached to
hotels and operating under Woolworths brands amedviby ALH.
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National Leisure and Gaming with 1.5 per cent; and
the Independent Pub Group with 1 per cent.
In NSW, ALH currently holds approximately 1.3 pent of hotel licences.

26. In NSW, LHG is currently the largest independerntehoperator in NSW with
1.9 per cent of hotel licences in that state. tiasely followed by a number of
other operators in NSW including National Leisunel &aming (1.5 per cent),
the Waugh Hotel Group (0.9 per cent) and the Deefiagsroup (0.4 per cent).

27. In NSW, hotels generate a significant proportiomhafir revenue from electronic
gaming machines and, as such, ownership of theskines is considered
important to the viability and competitiveness ofdis in the state. There are
currently around 96,000 electronic gaming machicenkces in NSW of which
around 23,000 are held by hotels, with the remaindstrolled by clubs and
casinos. ALH/Woolworths owns and operates arourdgéning machines in
NSW3

Areas of Overlap

28. The ACCC considers that the following areas of ageexist between the parties
to the proposed acquisition:

I.  ALH/Woolworths, LHG and Bayfields compete for thetail sale of
packaged liquor for off-site consumption at a lagabgraphic level;

ii.  ALH/Woolworths, LHG and Bayfields compete in varglocal areas
for the sale of liquor for on-site consumption,egtdinment and gaming;
and

iii.  ALH/Woolworths, LHG and Bayfields compete to acguiquor from
wholesale suppliers in NSW.

Market Inquiries

29. On 7 March 2012, the ACCC commenced market inquiegarding the
proposed acquisition.

30. As part of this process, the ACCC contacted mapkeicipants in the Caringbah
area including packaged liquor retailers, hoteld amumber of competing liquor
banner groups and wholesale suppliers of liquor.

2 This 1.3 percent share would increase to 3 peii€éin related 31 hotels transaction proceedsiiin f
As indentified above, the ACCC is currently reviagithat proposed transaction.

3 This would increase to around 1400 if the 31 Hotednsaction proceeds. As indentified above, the
ACCC is currently reviewing that proposed transacti
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With/without test

31. In assessing a merger pursuant to section 50 @ dingpetition and Consumer
Act 2010 (CthYCCA), the ACCC considers the effect of the transadbiypn
comparing the likely competitive environment postpaisition if the transaction
proceeds (the “with” position) to the likely compiee environment if the
transaction does not proceed (the “without” positio “counterfactual” position)
to determine whether the proposed acquisitiorkedylito have the effect of
substantially lessening competition in any relevaatket.

32. The ACCC has received conflicting information fromarket participants in
relation to the likely situation without the progadsacquisition, particularly in
relation to whether ALH/Woolworths is likely to det enter the Caringbah area
with a Dan Murphy’s branded retailer should thegmsed acquisition not
proceed.

33. The ACCC notes that possible competition issuesilkely to differ depending
on the counterfactual.

The ACCC invites market participants to commenthanlikely
counterfactual should the proposed acquisitiorpnateed.

The ACCC invites market participants to provideonmfiation and evidenceg
as to the likely competitive environment if the posed acquisition does
not proceed, including specific information to asghe ACCC in forming g
view as to the likelihood of ALH/Woolworths seekitgenter the
Caringbah area with a Dan Murphy’s branded retailer

Market Definition

34. Section 50 of the CCA prohibits mergers or acqiois# that would have the
effect or be likely to have the effect of substalhyilessening competition in any
market. In assessing a proposed acquisition pursoaection 50 of the CCA,
the ACCC considers the competitive impact of th@saction in the context of
the market/s relevant to the proposed acquisition.

Retail markets for the sale of packaged liquor fooff-site consumption

35. The ACCC considers that in retail markets involvalgins and buying groups,
competition may occur at both the national or siatel and at the local
geographic level. While all liquor retailers compéd attract customers from
other retailers located in the same local areayntage retailers (such as
ALH/Woolworths) standardise many elements of thefail offers (including
promotional pricing) across all stores within aesta

36. When assessing local retail markets, the ACCC &inndentify the competitive
constraints on the merged firm’s retail offers at@e level. In assessing the
broader NSW retail market, the ACCC aims to idgrttie competitive
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constraints on the merged firm in determining itdeswide retail offers (such as
state prices and state-wide marketing campaigns).

State-wide market

37.

In the broader market, the ACCC notes that majamshincluding the
Woolworths brandswoolworths Liquor, Dan Murphy’'andBWS; the
Wesfarmers brands.iguorland, £' ChoiceandVintage Cellar; and
independent brand$3A, Cellarbrations, Bottlemart, Liquor Legendsd
Liquorstay standardise major elements of their retail offenoss all stores in
NSW, for example, through state-wide promotionse ACCC considers that the
relevant issue in defining the broader market islémtify the constraints on the
merged firm’s state-based retail offers.

Local markets

38.

39.

40.

The ACCC considers that the geographic scope @éal liquor market will
depend on a range of factors, including the natfitbe target retail outlet and its
customer base. For a ‘convenience’ retailer, thevamt geographic market might
be expected to be narrower than for a ‘destinatietdiler.

To undertake an analysis of competition in a |dicalor market the ACCC starts
from the target bottleshop, and the competing staheeady owned by the
acquirer, and considers the factors that influenustomers’ decisions to shop
there, and what alternative outlets would represkase substitutes in the event
of a price increase or deterioration in serviceeskhfactors include:

I. the product range and prices offered by alterndiotdeshops relative to
those offered by the target and acquirer;

ii. whether alternative bottleshops provide customéits @onvenient access in
conjunction with other services required by custanguch as supermarkets
or shopping centres;

iii. how far customers are willing to travel for diffateypes of liquor purchases;
and

iv. whether the alternative bottleshop is located amagor thoroughfare and can
be accessed easily by customers on their way froi@r another location (e.g.
commuting to or from a workplace).

Market inquiries undertaken by the ACCC indicatat tihe willingness of
customers to bypass their nearest bottleshop sa@ompeting bottleshops is
strongly influenced by the attractiveness of thaiteffering of more distant
stores, with customers travelling greater distancesgcess significant savings or
a greater range of products. That is, customeifhgmess to travel to a
competing retailer increases with the strengtthefretail offering of that retailer
relative to geographically closer substitutes. Theans that:



4].

42.

ALH - proposed acquisition of the Caringbah Hotel

» Small bottleshops located away from other sernvargsmajor transport
routes are unlikely to be an attractive substitatether bottleshops
outside a very small geographic area.

» Conversely, a store with a very strong retail offgr such as a
‘destination’ or ‘big box’ retailermay be an attractive substitute for
other retailers over a larger area.

Further to analysing the geographic scope of acudatt retailer's competitive
influence, the ACCC considers whether competitimestraints in a market are
asymmetrical. For example, in the case of big ebailers the ACCC considers
that the presence of a big box store in a local aray impose a significant
competitive constraint on smaller retailers in $aene area. However, smaller
stores may be less likely to provide a strong cditipe constraint on big box
stores due to their smaller range and generallydrigrices.

The ACCC considers that Caringbah Bayfields isgddormat ‘big box’ store
similar to aDan Murphy’sor 1* Choiceand as such, is likely to be a strong
competitive influence over a greater geographiceé ghan the majority of other
liquor retailers.

The ACCC invites market participants to commenthageographic scope
of the relevant retail liquor market(s), with reface to:

i.  how far consumers are willing to travel to purchigeor from ‘big
box’ format stores like Caringbah Bayfields ddan Murphy’sin
preference to a more conveniently located store;

ii.  what factors influence consumers’ willingness tvél to access
takeaway packaged liquor stores; and

iii.  the extent to which other retailers competitivedystrain ‘big box’
retailers and vice versa.

Retail market for the sale of liquor for on-site camsumption, entertainment and
gaming

43.

44,

45,

In assessing the proposed acquisition, the ACCGdaght information from the
industry on the geographic scope of markets fostie of liquor for on-site
consumption, entertainment and gaming, in venuels as hotels and licensed
clubs.

Market participants have indicated that for venmae®gional or suburban areas,
customers generally travel 3-5km to a licensed ednipurchase alcohol for on-
site consumption.

In the Caringbah area, the ACCC has reviewed tbpgsed acquisition in the
context of a local market within a radius of 3-5fnwm the Caringbah Hotel.
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The ACCC invites market participants to commentwrether the 3-5km
radius identified by the ACCC is the correct gepira scope for the local
Caringbah market for the sale of liquor for on-sb@sumption,
entertainment and gaming, with reference to:

i. whether the majority of customers of a venue tréass than 3-5km to visit
the venue;

ii. what factors influence a consumer’s willingnestrawel more than 3-5km
to an alternative venue; and

iii. which other venues constrain the local offer of @@ingbah Hotel,
regardless of whether these are within 3-5km ofGhangbah Hotel.

Wholesale market for the acquisition of liquor in NSW

46. In assessing the proposed acquisition, the ACCGaght information from the
industry on the geographic scope of the wholesalket for the acquisition of
liquor. Market participants have indicated thatibq supply agreements between
liguor manufacturers and major retailers and whadéss such as Woolworths,
Wesfarmers and Metcash are usually arranged atex\wstde basis. However,
the ACCC has also received information that thevtinan national liquor brands
and retail chains has resulted in a shift towaadsnal liquor supply agreements.

Statement of Issues

47. For the purposes of this Statement of Issuessthees in this matter are divided
into two categories ‘issues of concern’ and ‘issuiglgkely to pose concerns’.

Issues of Concern

Local market for the retail sale of packaged ligtor off-site consumption in the
Caringbah area

48. The ACCC's preliminary view is that the proposeduasition is likely to result
in a substantial lessening of competition in threalonarket for the retail sale of
packaged liquor for off-site consumption in thei@gbah area, both in terms of
‘big box’ and ‘convenience’ liquor purchases. Theé@C considers that this is
likely to occur as a result of the removal of Cghiah Bayfields as a vigorous
and effective competitor in that market.

49. In the Caringbah area the closest other large foihestination’ store to the
Caringbah Bayfields is thE" Choice Liquorin Sylvania, owned by Wesfarmers,
which is around 3km from the Caringbah Bayfieldse Thext closest
‘destination’ store is thBan Murphy’sat Hurstville, owned by Woolworths,
which is around 10km from the Caringbah Bayfields.

50. There are also many small format stores withimidu@ower Caringbah area
which compete for ‘convenience’ customers, inclgdseveral stores owned by



51.

52.

53.

54.

55.

56.

S7.

58.
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each of Woolworths and Wesfarmers, as well as iedépnt stores, one of which
is currently proposed to be purchased by ALH urderseparate 31 hotels
transaction and rebranded aBWS

To compete against other bottleshops, Bayfielddhvae distinct promotional
discount programmes: a monthly specials cataloguwesekly specials catalogue
and a Bottlemart specials range. Bayfields listaesof these specials in multiple
full page advertisements in the local newspaperihGeorge & Sutherland
Shire Leader (theeader). It is the ACCC’s understanding that as a resilt
these price promotions, the Caringbah Bayfields heaye more than 200
products discounted at any given time.

Market inquires undertaken by the ACCC indicaté tha prices offered by the
Caringbah Bayfields during its regular specialswumgally discounted
aggressively. Further, while Bayfields at leastehas all Bottlemart specials (as
required under its buying group conditions) Bayftebften offers an additional
discount beyond the advertised Bottlemart special.

In addition to its own discounting, Bayfields alsffers a price match guarantee
which states that it will honour any competitoriscps advertised in the Leader.

The ACCC notes that while other bottleshops adseiti the Leader, the number
of lines promoted, the size of the advertisementstae extent of the price
discounting is usually less than Bayfields. In &ddi no other competitor
advertising in the Leader offers a similar pricetchgoromotion. The ACCC
notes that whil®an Murphy’sand1® Choiceoffer similar price match
promotions, neither of these advertise in the Leade

The ACCC also notes that tBen Murphy’sat Hurstville appears to follow the
specials offered by Caringbah Bayfields. As a iteslibDan Murphy’sprice at
Hurstville will be cheaper for the products adweat by Caringbah Bayfields
than for theDan Murphy’sbrand state-wide. Accordingly, both Caringbah and
Hurstville customers benefit from the strong proimeal price offering of
Caringbah Bayfields.

The ACCC further notes that tib&n Murphy’sat Hurstville does not appear to
match the price promotions of the other competitothe Caringbah area,
regardless of whether they advertise in the Leaddicating that the Caringbah
Bayfields may be considered a price leader indhes.

It is the ACCC'’s understanding that post-acquisitiGaringbah Bayfields will be
rebranded as Ban Murphy’sstore. This would result in the removal of the
Caringbah Bayfields’ strong promotional offeringtire local market and would
additionally lead th&®an Murphy’sat Hurstville to cease matching prices with
Caringbah Bayfields.

Given the above information, the ACCC is concertied the removal of
Caringbah Bayfields would lead to an increase ledavay packaged liquor
prices in the Caringbah area due to the removtdeoturrent aggressive price
discounting of a vigorous and effective competiidre impact of this on the
post-acquisition market may include:

10
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I. an increase in prices at Caringbah Bayfields, prilgnehrough a reduction in
the frequency, breadth or extent of discounting;

li. anincrease in prices at competing independentticgtailers in the narrower
Caringbah area which would no longer need to coenwéh the aggressive
discounting and strong promotion of Caringbah Bslgf; and

iii. areduction in the frequency, breadth or exteti®founting offered by the
Dan Murphy’sat Hurstville.

59. The ACCC notes that a number of smaller (includitgependent) ‘convenience’
competitors will remain in the vicinity of the Cagbah Bayfields post-
acquisition, and may be able to constrain ALH/Wamtis’ ability to increase
prices or reduce service at its other stores. Hewdlhie ACCC considers that
these operators would be unlikely to impose a cigffit competitive constraint on
the merged entity as these sites do not offerahedevel of range and prices
offered by the large format retailers.

60. The ACCC notes that whilE" Choiceat Sylvania is also a large format store
with a broad range, competitive pricing and a prizaching retail policy and is
around 3km from Caringbah Bayfields, ttiéChoicebrand does not appear to
respond to local competition in the same waipas Murphy’sand is unlikely to
become a vigorous and effective local competitar {Caringbah Bayfields.
While it will match competitors’ prices on an adehmasis on request of a
customer, it does not alter in-store shelf priceesponse to local competition.
As such, the ACCC currently considers that the cgtitipe constraint imposed
by 1% Choicein the area post-acquisition would be less tharctmstraint
currently provided by Caringbah Bayfields.

The ACCC invites market participants to commenthanlikely effect of the
proposed acquisition of Caringbah Bayfields inlteal market around
Caringbah Bayfields, with reference to:

i.  the extent to which Caringbah Bayfields is a pteaaer in the local liquor|
market;

ii. the likely effect of Caringbah Bayfields being rerad as a vigorous and
effective competitor in the market;

ii.  the extent to which the discounts offeredlfyChoice Liquorat Sylvania
compares with the price discounting offered by @gsah Bayfields; and

iv.  the extent to which a reduction in competitiontia Caringbah region
might have a flow-on effect to other nearby regjqresticularly for
consumers in Hurstville.

Issues unlikely to pose concerns

11
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Caringbah market for the sale of liquor for on-sinsumption, entertainment and

gaming

61.

62.

63.

64.

The ACCC is investigating whether the proposed sipn will result in a
substantial reduction in competition in the locarket for the sale of liquor for
on-site consumption, entertainment and gaming wiBibkm of the Caringbah
Hotel.

Market inquires indicate that there are four oth@tels within a 3km radius of
the Caringbah Hotel. These hotels are:

a. The Miranda Hotel located at 590 Kingsway Mirands\/ 2228

b. The Taren Point Hotel located at 105 Parraweenal Ricaren Point NSW
2229, part of the Feros Group of Hotels

c. The Gymea Hotel located at 41 Gymea Bay Road, Gy 2227,
currently part of the Waugh Group of Hotels

d. The Royal Crest Sylvania located 114 Princes High8ygvania NSW
2224,

The Gymea Hotel is currently a proposed acquisti@wget in the 31 hotels
transaction.

The ACCC notes that no concerns have yet beerdrdiggng market inquiries in
respect of its assessment of that proposed adquisiarket participants have
indicated that the on-site market is highly conmpagiand it is unlikely that ALH
will have sufficient market power to increase psiead/or reduce service at its
sites in the Caringbah area post acquisition a® twél be sufficient remaining
competitors in the market to competitively constralLH.

The ACCC invites market participants to commenthanlikely effect of the

proposed acquisition of the Caringbah Hotel onldkeal market surrounding
the Caringbah Hotel, with reference to the extéhéohotels in the area will
provide a competitive constraint on ALH post- asfion.

The NSW market for the sale of packaged liquoofesite consumption

65.

66.

In the NSW retail liquor market, the ACCC considérat the more significant
competitive constraints on ALH/Woolworths are likéb come from competitors
with similar state-based offers. This includes Viasiers {*' Choice, Vintage
CellarsandLiquorland) and banner groups such@sllarbrations, IGA,
Bottlemart, Liquor LegendandLiquorstax

While this is the case, it does not necessarilymtlat an independent liquor
retailer (such as Bayfields) does not impose atcains on ALH/Woolworths’
state retail offers. In setting its state offere H\Woolworths are likely to
consider the competitive position of its storesiagfaall major competitors.

12
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68.
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In this particular matter, the ACCC notes thatpghgposed acquisition would
represent one of over 330 ALH/Woolworths liquorresin NSW. As such,
despite the fact that the store being acquiredrgel and may be a vigorous and
effective competitor in the local market, the ACCahsiders that it is unlikely
that the proposed acquisition alone would matgrelter the competitive
constraints imposed on ALH/Woolworths’ state-widéail offers.

In this context, the ACCC considers it unlikelyttkfze proposed acquisition
would have a significant impact on competition bedw brands at a state level
due to the very small transfer of market share r@salt of the proposed
acquisition.

Wholesale market for the acquisition of liquor i8\W

69.

70.

71.

The ACCC estimates that the proposed acquisititir@gult in a market share
transfer of less than 1 per cent in this market.

Market participants did not consider that the psggbacquisition would result in
a significant lessening of competition in the NS\Wolesale liquor market as the
additional market share gained by ALH/Woolworthandobe insufficient to
significantly increase its market power when neajotg liquor supply
agreements with manufacturers and other suppliers.

Accordingly, due to the small transfer of marketarghthe ACCC believes it is
unlikely the proposed acquisition will raise anymgetition concerns within the
wholesale liquor market in NSW.

The ACCC invites market participants to commentrether the proposed
acquisition raises competition concerns in the N&Wational wholesale
liquor market.

ACCC's Future Steps

72.

73.

74.

75.

The ACCC will finalise its view on this matter aftie considers market responses
invited by this Statement of Issues.

The ACCC now seeks submissions from market pasitgpon each of the issues
identified in this Statement of Issues and on ahgwissue that may be relevant
to the ACCC's assessment of this matter.

Submissions are to be received by the ACCC no taterl4 June 2012The
ACCC will consider the submissions received from ilarket and the merger
parties in light of the issues identified above aridl in conjunction with
information and submissions already provided bypdwies, come to a final
view in light of the issues raised above.

The ACCC intends to publicly announce its finalwiey 28 June 2012
However the anticipated timeline may change in Vuith theMerger Review
Process GuidelineA Public Competition Assessment for the purpdse o

13
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explaining the ACCCs final view may be publishelioiwing the ACCCs public
announcement.
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