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Introduction
1. On 9June 2011, the Australian Competition ands@orer Commission

(ACCC) announced its decision not to oppose the propasedisition of
Bledisloe Group Holdings Pty LtdB(edislog by InvoCare LimitedlfivoCare)
(theproposed acquisitior), subject to section 87B undertakings acceptethéy
ACCC on 8 June 2011. The ACCC decided that thpgmed acquisition, in
conjunction with the undertakings, would be unhkel have the effect of
substantially lessening competition in any markatontravention of section 50
of theCompetition and Consumer Act 20@BeAct).

The ACCC made its decision on the basis of thermé&tion provided by the
merger parties and information arising from its keuinquiries. This Public
Competition Assessment outlines the basis on wihielPACCC has reached its
decision on the proposed acquisition, subject tdgidentiality considerations.

Public Competition Assessment

3.

To provide an enhanced level of transparency aodepiural fairness in its
decision making process, the ACCC issues a Puldingetition Assessment for
all transaction proposals where:

® a merger is opposed,;
= amerger is subject to enforceable undertakings;
= the merger parties seek such disclosure; or

= amerger is not opposed but raises important ighaeshe ACCC considers
should be made public.

This Public Competition Assessment has been issaeduse InvoCare’s
proposed acquisition of Bledisloe is subject torteaforceable undertakings.

By issuing Public Competition Assessments, the AGEASs to provide the
public with a better understanding of the ACCC'algsis of various markets and



the associated merger and competition issuessdtaérts the public to
circumstances where the ACCC'’s assessment of theetition conditions in
particular markets is changing, or likely to change

Each Public Competition Assessment is specifibéoparticular transaction
under review by the ACCC. While some transacti@ppsals may involve the
same or related markets, it should not be assuhatdie analysis and decision
outlined in one Public Competition Assessment ldllconclusive of the ACCC’s
view in respect of other transaction proposalgaas matter will be considered
on its own merits.

Public Competition Assessments outline the ACCG@itsgpal reasons for
forming views on a proposed acquisition at the tiheedecision was made. As
such Public Competition Assessments may not defaiyjtidentify and explain

all issues that the ACCC considers arise from a@gsed acquisition. Further, the
ACCC'’s decisions generally involve consideratiorboth non-confidential and
confidential information provided by the mergertps and market participants.
In order to maintain the confidentiality of partiguinformation, Public
Competition Assessments do not contain any contialinformation or its
sources.

The parties
InvoCare Limited

8.

InvoCare owns and operates funeral homes, cemetantk crematoria in
Australia and Singapore. It is the largest provofdiuneral directing services

and the largest operator of private cemeteriescagmatoria in Australia with

178 outlets providing funeral directing servicesl 42 cemeteries and crematoria
nationally. InvoCare is one of Australia’s largssppliers of pre-paid funeral
plans.

Table 1 provides a summary of InvoCare’s funeral directingnds, cemetery
and crematoria operations in Australia.

Table 1 — Summary of InvoCare’s operations in Austalia

State Funeral directing brands Cemetery and cremataa

NSW White Lady Funerals David Lloyd Funerals | Rookwood Memorial Gardens

Simplicity Funerals Kevin Geaghan Funeralsand Crematorium

Northern Suburbs Memorial

Economy Funerals Twin Towns Funeral ;
y Gardens & Crematorium

Guardian Funerals ~ >¢'VIC®
William Riley & Son

W.N. Bull Funerals
Ann Wilson Funerals Allen Drew Funerals

Castlebrook Memorial Park
Forest Lawn Memorial Park

. Pinegrove Memorial Park
. Casino Funerals

Liberty Funerals .
. Byron District Funerals Tweed Heads Memorial
Universal Chung Wah Gardens

Funerals Bruce Maurer Funerals .
Newcastle Memorial Park

Lakeside Memorial Park

-2-



Lake Macquarie Memorial
Park
QLD White Lady Funerals J & H Reed/O. Albany Creek Memorial Park
Simplicity Funerals Boticher & Son Mt Thompson Memorial
George Hartnett ES:Q;TS& Cripps Gardens
Funerals Allambe Memorial Park
Value Funerals Drysdale Funerals
Sommerville Funerals
VIC White Lady Funerals George Richardson Nil
L Funerals
Simplicity Funerals
. Provinciale Servizio
Le Pine Funerals
Funebre
SA White Lady Funerals Blackwell Funerals Nil
Simplicity Funerals Value Funerals
WA Simplicity Funerals Purslowe Funeral Nil
Oakwood Funeral Homes
Homes Christian Funerals
Chipper Funerals Mareena Purslowe &
Associates
ACT Tobin Brothers Funerals Nil

10. InvoCare has made a number of acquisitions of AlrBrecting businesses in the
last six years including the acquisition of W.N Belinerals (NSW), Chipper Pty
Ltd (WA), Liberty Funerals (NSW), Southern CrossEtals (VIC) and Ann
Wilson Funerals (NSW).

Bledisloe Group Holdings Pty Ltd

11. Bledisloe operates a funeral directing businegsustralia and New Zealand,
providing funeral directing services from 52 owlatross the two countries. It
also owns and operates three cemeteries and creanatQueensland. It also
supplies pre-paid funeral plans to customers.

12. Table 2 provides a summary of Bledisloe’s funeral diregtimands, cemetery
and crematoria operations in Australia.

Table 2 — Summary of Bledisloe’s operations in Ausdlia

Funerals

City Funeral
Beaudesert Funerals Services

Hiram Philip
Funerals

Sarina Funerals

Mackay Funerals

State Funeral directing brands Cemetery and crematda
NSW | Gregory and Carr Boland Funerals | Nil
QLD | Metropolitan Gatton Funerals Great Southern Garden of

Remembrance, Carbrook

Great Northern Garden of
Remembrance, Deception Bay

Toowoomba Garden of
Remembrance Cemetery
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Serenity Funerals

VIC WD Rose Funerals Giannarelli Nil
Joseph Allison Funerals
Funerals

TAS | Turnbull Family Funerals Nil

The proposed transaction

13.

InvoCare proposed to acquire 100% of the sharBseidisloe.

Industry background

Funeral directing services

14.

15.

16.

17.

18.

Funeral directors arrange funeral services on lbeh#he family members and/or
other associates of a deceased person. The sepviméded to a customer
typically include collecting the deceased body frina place of death, preparing
the deceased, procuring a coffin, flowers and deettificate, organising funeral
and death notices and arranging a burial or cremati

A funeral service may be purchased from a fundarattbr on an ‘as needs’ basis
(typically by a family member shortly after the teaf the deceased person) or
through a pre-paid funeral plan (prior to deathg-paid funeral plans are
commonly offered by third parties, such as Funetah Management, but
marketed and sold by funeral directors who actast@rmediary. Customers
select a funeral plan and then pay up-front (onstalments for up to three years)
for the current price of a funeral, which is gudesa to be ‘inflation proof’ and
irrespective of rising prices. InvoCare both méskand manages its own pre-
paid funerals which are subsequently conductedhbgCare funeral directors.

Customers may also take out funeral insurance whioffered by most large
insurance companies. Market inquiries indicated e acquisition of pre-paid
funerals and funeral insurance is becoming incrgggpopular.

There are an estimated 900 or more funeral dirgdtusinesses operating in
Australia. The funeral directing industry has ttewhally been characterised by
family-owned and operated businesses, however indosnsolidation during

the mid 1990s has seen the emergence of a numbmilttforanded firms
including InvoCare and Bledisloe. A number of othareral directing businesses
including John Allison/Monkhouse and David Walké&soeoffer funeral services
under multiple brands.

Customers may not be aware of the common owned$higrious funeral
directing brands and when seeking competitive qufatefuneral services may
often in fact be soliciting quotes from brancheshef same company. This was

! Throughout this document ‘customer’ refers todhemissioner of a funeral, typically the familyan
associate of the deceased, or for a pre-paid futlter@ustomer may make arrangements for their own
funeral service.
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considered to be particularly likely in respectrmfoCare due to the high degree
of recognition associated with the InvoCare braswtsh asSimplicity, White
LadyandGuardianand the tendency for multiple InvoCare brands terafe
within the same metropolitan areas.

19. A number of state and territory governments havelaoted inquiries into the
funeral directing industry, which have aimed tor@dd concerns in the industry
including the perceived high cost of funerals,cklaf competitiveness in the
industry and the need for increased regulation.N&&/ and Victorian
government inquiries in 2005-06 led to a numbelecbmmendations principally
aimed at increasing the transparency of funeraicepricing, for example
through itemised billing.

Cemetery and crematoria services

20. In most states and territories in Australia, thenerghip and operation of
cemeteries, memorial parks and crematoria remamngglly the responsibility of
local or state government authorities. Howeverdhers been some privatisation
of cemeteries and crematoria operations in NewltSWldles, Queensland, South
Australia and Tasmania. A number of cemeteriescamohatoria are also
operated by churches or religious groups.

21. The involvement of private enterprise in cemeteaied crematoria differs from
state to state but local authorities typically remtae major operators of
cemeteries (although InvoCare owns a significantetery in both north
Brisbane and the Gold Coast) with private enteesrisaving much more
significant involvement in crematoria.

22. The operation of a cemetery typically involves skipply of burial plots for
deceased remains and related products and sesucksas crypts, monuments
and plaques. An increasing number of cemeteriesaisavoffer
‘memorialisation services’ for cremated remainghsy provision of ashes
placements and/or cremation plots in memorial gasdBurial, cremation and
memorialisation services are typically arrangedulgh the funeral director who
acts as an intermediary between the commissiorketrencemetery or
crematorium. Often a commissioner may indicateedgpence for the location of
the burial or cremation but in some cases the alrdrector will recommend a
cemetery or crematorium. The fees associated witialband cremation are
typically added as a disbursement to the funerakttbr’s invoice to the
customer.

23. Submissions from market participants suggestedSibit to 60% of deceased
persons are cremated each year and that thisaatieden increasing over time, in
part due to a lack of burial space and the consgquemium cost of burials in
major metropolitan areas.

ACCC review timeline

24. The following table outlines the timeline of keyess in this matter.



Date

Event

19-Nov-2010
30-Nov-2010
09-Dec-2010
10-Dec-2010
20-Dec-2010
04-Jan-2011
19-Jan-2011
04-Feb-2011

17-Feb-2011

25-Mar-2011

15-Apr-2011

03-Jun-2011
08-Jun-2011

09-Jun-2011

ACCC commenced a review under the Merger Reviewd3a®
Guidelines.

ACCC requested further information from the mengaties. ACCC
timeline suspended.

ACCC received further information from the mergartes. ACCC
timeline recommenced.

Closing date for submissions from interested psrtie

ACCC requested further information from the mengaties. ACCC
timeline suspended.

ACCC received further information from the mergartges. ACCC
timeline recommenced.

ACCC published a Statement of Issues outliningimiebhry competition

concerns.
Closing date for submissions relating to Stateréigsues.

ACCC requested further information from the menggnties. Former
proposed decision date of 3 March 2011 delayed. @@@eline
suspended pending receipt. ACCC to announce a ngyoged
decision date upon receipt of further informatioomi the parties.
ACCC received further information from the mergartges. ACCC
timeline recommenced.

Former proposed decision date for announcemenGCa@:s findings
of 21 April 2011 suspended at the request of Inve@a allow

the merger parties to provide further information.

ACCC received further information from InvoCare. BC timeline
recommenced.

Section 87B undertaking accepted by the ACCC.

ACCC announced it would not oppose the proposedisitign,
subject to a section 87B undertaking accepted ®AMBCC.

Market inquiries

25. The ACCC conducted market inquiries in relatiothi® proposed acquisition
with a range of industry participants, includinget suppliers of funeral
directing services, cemeteries, crematoria and meaimarks, suppliers of
essential inputs such as coffins and caskets, indassociations, consumer

representative organisations and regulatory bodies.

Statement of Issues
26. The ACCC published its Statement of Issues on h@aly 2011 identifying a
number of competition issues. In the Statemenssidds the ACCC identified the
following areas as issues of concern and statgretsminary view that the
proposed acquisition would be likely to have the@fof a substantial lessening
of competition in:

= the supply of funeral directing services in Nortatropolitan Sydney;
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27.

28.

29.

= the supply of funeral directing services in Nortatropolitan Brisbane;
= the supply of funeral directing services in Sougtnopolitan Brisbane;
= the supply of cremation services in North metradpoliBrisbane; and

= the supply of cremation services in South metrdgolBrisbane.

The ACCC'’s preliminary view was that the proposeduasition may also raise
competition concerns in relation to:

= the supply of funeral directing services in the €GGbast;
= the supply of funeral directing services in Eastromolitan Sydney;

= the increased ability and incentive of InvoCaréoteclose rival funeral
directors access to crematoria in North and Sowtrapolitan Brisbane;

= the increased ability and incentive of InvoCaréot@close rival cemeteries
and crematoria in North and South metropolitan ligee; and

= the increased ability and incentive of InvoCaréot@close rival cemeteries
and crematoria in North metropolitan Sydney.

The ACCC'’s preliminary view was that the proposequasition was unlikely to
raise competition concerns in relation to

= the supply of funeral directing services in the Mrirne metropolitan area;

= the supply of funeral directing services in Soutd 8/est metropolitan
Sydney;

= the supply of burial services in North and Southropolitan Brisbane;
= vertical integration in the Sydney metropolitanaare

= vertical integration in the Gold Coast metropolitara,

= the acquisition of coffins and caskets;

= the acquisition of hearses.

The Statement of Issues is available on the AC@@lssite at the following
addresswww.accc.gov.au/content/index.phtml/itemId/750995

With/without test

30.

31.

In assessing a merger pursuant to section 50 di¢heéhe ACCC must consider
the effects of the transaction by comparing theljilcompetitive environment
post-merger if the transaction proceeds (the “wgbsition) to the likely
competitive environment if the transaction doesproteed (the “without”
position).

The ACCC considered that if the merger did not peaf; it was likely that
Bledisloe would continue to operate as a sepanatgning entity, and the ACCC
accordingly assessed the matter on that basis.



Areas of overlap

32.

33.

34.

The operations of InvoCare and Bledisloe overlaphésupply of funeral
directing services in the metropolitan areas ofBaine, Gold Coast, Melbourne
and Sydney. In Sydney, there is a significant ageldetween InvoCare and
Bledisloe’s funeral directing services in the Nagiore and northern beaches of
Sydney.

In Brisbane, the operations of InvoCare and Bleéisiverlap in the supply of
cremation services and burial services (includimgrhemorialisation of cremated
remains).

The merger parties also overlap in the acquisiiocoffins, caskets and hearses.

Market definition

35.

The ACCC considered the impact of the proposediaitigun on a number of
different markets as outlined in the following pgnaphs.

Funeral directing services

Product/service dimension

36.

The operations of the parties overlap in the supplneral directing services to
those people who commission funerals (typicallyftmily of deceased persons).
The services typically include collecting the dessghbody from the place of
death, preparing the deceased, procuring a cafftasket, flowers, and death
certificate, organising funeral and death notiaes arranging a burial or
cremation. From both a demand-side perspectiveaaupply-side perspective,
the provision of funeral direction services is sapafrom the provision of the
independent component services — e.g. advertilowers, organising notices
and death certificates, cremation services andgbservices.

Geographic dimension

37.

38.

The ACCC'’s inquiries indicated that in most geotiiapegions considered in

the context of the proposed acquisition, the relewaarket should be defined
more broadly than local, suburban areas, but nbt@adly as an entire
metropolitan area. The sub-metropolitan marketshfersupply of funeral
directing services identified by the ACCC refldub$e proposed in the Statement
of Issues and were defined according to the expgdatandaries of effective
competition, rather than a distance based geograptius of competition.

From a demand-side perspective, market inquirigghasised the importance of
local presence for a funeral director to attractaemers from a local area. This
was supported by information provided by marketipigants and the merger
parties which indicated that commissioners typjcadllect a funeral director
located in proximity to the last residence of tleeehsed and/or their own
residence (except where there is a family connedtia funeral directing
business or a funeral directing business has ablested reputation for serving a
specific ethnic or religious group). The typicahgtice of commissioners in
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39.

40.

41.

42.

selecting a local funeral director may be due tovemience and a desire to
minimise any search and travelling time (partidylar the stressful period
following a bereavement) but may also be due terathasons such as the
customer’s greater awareness of local funeral ttire@nd the localised nature of
a funeral director’s reputation.

The ACCC considered the extent of demand-side sutish between
geographic regions within the conceptual framewadrthe hypothetical
monopolist test (HMTP) While the ACCC noted that some funeral directoes
be willing to travel across a metropolitan are@rovide funeral services, it was
nevertheless considered that a hypothetical momtpuathin a sub-metropolitan
area would be likely to be able to profitably impa@ssmall but significant non-
transitory increase in price (a SSNIP). Thattissds considered unlikely that, if
faced with the application of a SSNIP to funeraédiing services in a particular
sub-metropolitan area (say North metropolitan Syyireich a proportion of
customers would switch to a funeral director lodatatside of that sub-
metropolitan area (e.g. to a funeral director inst\feetropolitan Sydney) so as to
make it unprofitable for a hypothetical monopoiisiNorth metropolitan Sydney
to impose the SSNIP.

The ACCC reached this view on the basis of theofaabutlined in paragraph 38
above, which indicated customers typically selectlly based funeral directors.
In particular, customers are not likely to haveoadjawareness of funeral
directors outside their local area and are unlikelgeek to use geographically
distant funeral directors given the short periodilable to a customer to choose a
funeral director, the stressful nature of the situm and the fact that customers
may be unable to detect a price increase or avalgui reduction in the quality

of the service provided due to lack of price trarepcy (funeral prices are rarely
advertised) and the infrequent nature of the pwseha

In relation to supply-side substitutability, the 8C considered the extent to
which funeral directors in one sub-metropolitareaceuld quickly and without
significant investment switch activities to supfuyeral directing services in
another sub-metropolitan area in response to aB8Nhat area (using the
framework of the HMT). The ACCC considered thategithe importance of
local reputation and customer loyalty (obtaininge& business from the same
family group) in establishing an effective businasd the length of time
necessary to build such a reputation and obtaibéhefits of customer loyalty, a
funeral directing business is unlikely to be ablguickly establish a business in
a particular sub-metropolitan area without sigaificinvestment in response to a
SSNIP or an equivalent reduction in service in Hrat.

While the above analysis indicated that the fundirgicting services markets are
narrower than metropolitan wide, the ACCC did nmisider the markets to be as
narrow as local suburban specific markets. Furdérattors with premises in one

2The HMT determines the smallest area in produdtgaographic space within which a hypothetical
profit-maximising monopolist could effectively exése market power. In general, the exercise of ptark
power by the hypothetical monopolist is characestiBy the imposition of a small but significant non
transitory increase in price (SSNIP) above theepléwel that would prevail without the merger,
assuming the terms of sale of all other produatshatd constant. A SSNIP in the context of the HMT
usually consists of a price rise for the foreseedliure of at least 5 per cent. More informatiortioe
conceptual framework provided by the HMT is setiaytaragraphs 4.19-4.22 of the ACCC Merger
Guidelines (2008).
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suburb are likely to benefit from a degree of naewdgnition in respect of the
inhabitants of neighbouring or near-by suburbs Whwdl enable them to provide
an effective competitive constraint on the direstiocated in the immediate
neighbouring suburbs.

Summary

43. On the basis of the above assessment, the ACC@leoed that it was
appropriate to identify the following markets fbetsupply of funeral directing
services:

= North metropolitan Sydney;

= East metropolitan Sydney, including eastern antérae8ydney,
= South metropolitan Sydney and West metropolitasn8y;

= North metropolitan Brisbare

= South metropolitan Brisbahe

=  markets for the supply of funeral directing sersgiage metropolitan
Melbourné; and

®= a Gold Coast metropolitan market for the supplfuokral directing
service&

Cremation services

Product/service dimension

44. The ACCC considered there to be separate produtietsefor the supply of
cremation services and the supply of burial sesrice

45. Market inquiries indicated that from a customesgpective, cremation and
burial services would be unlikely to present a elssbstitute. Religious and
cultural factors limit the ability of a number aistomers to substitute cremation
services with burial services for deceased famigyhers. It also appeared that a
small but significant increase in the price of cagion services would be unlikely
to prompt customers to switch to acquiring buralges, given that burials are
typically at least twice the cost of a cremation.

% Including the inner and outer North Shore and hem Beaches. This area is broadly defined by
Sydney Harbour to the south, the Pacific Oceahdaetst, Kuring-gai Chase National Park and the M2
motorway to the north-west, and Lane Cove parkéovtest and south-west.

* This area is broadly defined by Sydney harbodhéonorth, the Pacific Ocean to the east, Botany Ba
to the south and is likely to reach as far as Radfethe west

® The specific boundaries of this market are noessary to define as there are unlikely to be
competition concerns in this area.

® North metropolitan Brisbane includes the areamoftthe Brisbane river and Brisbane CBD extending
to Caboolture.

"Including the area south of the Brisbane riveterding south east to Beenleigh and south west to
Ipswich;

8 The exact boundaries of the sub-metropolitan mankéhin the Melbourne metropolitan area can also
be left open as there is no particular region witilielbourne where the proposed acquisition would
significantly increase concentration.

° Having regard to the relatively smaller geograsiie of the Gold Coast metropolitan area the ACCC
considered that there was a single metropolitarketdor funeral directing services in the Gold Qoas
rather than sub-metropolitan markets.
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46.

From a supply-side perspective, the ACCC notedithaiot possible for a
crematorium to supply burial services or a cemeteigupply cremation services
without acquiring specialist equipment and/or landhe case of a cemetery
seeking to offer cremation, the cemetery operatmrlgyneed to establish a
crematorium which must meet environmental regufetiand for which council
approval is required. The time and costs associaidsuch development are
such that the ACCC considered that burial serwee® not close supply-side
substitutes for cremation services.

Geographic dimension

47.

48.

49.

50.

51.

The ACCC considered there to be sub-metropolitarketg for the supply of
cremation services. Similar to the position for filmeeral directing services
markets, the sub-metropolitan markets for the supptremation services
identified by the ACCC reflect those proposed i 8tatement of Issues and
were defined according to the expected boundafieffective competition,

rather than a distance based geographic radiusngpetition. The sub-
metropolitan cremation service markets identifigdhe ACCC as relevant to the
assessment of the proposed acquisition were Nagthopolitan Brisbane and
South metropolitan Brisbane.

While the ACCC notes that in the majority of casgemated remains are not
interred on the site of the crematorium (and farmbmbers are therefore
unlikely to revisit the site where the deceased evamated), market inquiries
indicated that most of a crematorium’s businesstyisally drawn from
customers living in suburbs proximate to the cremain. The ACCC expects
that this is likely to reflect the commissionerancerns to minimise travelling
time for members of the mourning community as &sltheir awareness of
available crematoria — which is likely to be faegter in the case of local options.

In this context, the ACCC had regard to the HMTnsidering at a conceptual
level whether it would be profitable for a hypoikat monopolist to implement a
SSNIP in respect of the price of cremation servioeme sub-metropolitan area
(e.g. North metropolitan Brisbane), taking into@aat the possibility of
customers ‘switching’ and using a crematorium imtBanetropolitan Brisbane
as an alternative.

A SSNIP on a cremation plus chapel service feixétyl to be less than $50,
which represents a very small component of theageeprice of a funeral.
Customers are unlikely to be able to detect syatica increase and even if such
a price increase was detected, the ACCC consideatduch an increase in the
price of cremation services is unlikely to leacbanmissioner to switch from a
preference to use a crematorium in North metrogolBrisbane to a crematorium
in South metropolitan Brisbane, given the additidrevelling time likely to be
involved for the mourning community.

On the basis of the above assessment, the ACC@eoed that it was
appropriate to identify the following markets fhetsupply of cremation
services:

= the supply of cremation services in North metrapaliBrisbane; and

= the supply of cremation services in South metrdgolBrisbane.
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Burial services

52.

53.

The ACCC considered that the geographic dimensidineosupply of burial
services is sub-metropolitan wide, for the sameaesa as the market for the
supply of cremation services.

On this approach, there is no overlap between pleeations of the merger
parties. InvoCare operates one cemetery in Nortinopelitan Brisbane and
Bledisloe operates one cemetery in South metr@poBtrisbane. Post
acquisition, there are a number of other cemetaribsth North and South
metropolitan Brisbane. Accordingly, the ACCC has cansidered the market for
the supply of burial services any further.

Acquisition of coffins and caskets on the east cdasf Australia

54.

55.

The ACCC considered the effect of the proposediaitoun on actual and
potential suppliers of coffins and caskets to tleggad firm’s operations on the
east coast of Australia (where the merger partespective funeral directing
businesses overlap). Market feedback indicatedntlaaiufacturers on the east
coast typically operated from a centralised martufatg facility and could

viably transport coffins and caskets to customecated anywhere on the eastern
seaboard, however this may be aided by a distabwéntre in each state or in
closer proximity to customers.

However, as competition concerns were unlikelyriseaunder a wider or
narrower geographic market definition, the ACCCsidared it unnecessary to
reach a concluded view on the appropriate markatitien for the supply of
coffins and caskets.

Acquisition of hearses on the east coast of Austial

56.

The ACCC'’s view is that there is likely to be asteeoast market for the
acquisition of hearses. Market feedback indicabted tanufacturers and
suppliers of hearses on the east coast could valgply customers in any state
on the eastern seaboard from a centralised fadtibyvever, the ACCC
considered it unnecessary to reach a concludedatietie appropriate market
definition for the supply of hearses as competitoncerns are unlikely to arise
under narrower or wider geographic markets.

Competition analysis

Horizontal analysis — funeral directing services mikets

57.

The ACCC considered that the proposed acquisitioaldvhave the effect, or
would be likely to have the effect, of substanyiddissening competition in the
following markets for funeral directing services:

. North metropolitan Sydney; and

. South metropolitan Brisbane.
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58.

59.

60.

61.

In each of these markets, the proposed acquisitmrid increase market
concentration with the merged firm having a sulisgdshare of the market
(determined by reference to the number of casesdday the merged firm’s
outlets in that area). Remaining competitors esthareas appeared unlikely to
provide an effective competitive constraint on ierged firm and, as discussed
in paragraph 62-65, the barriers to entry and esiparare high. Accordingly,
post acquisition, InvoCare would be able to incegae effective price paid for a
funeral service and/or reduce the service standarti®se areas.

The ACCC considered that in the absence of thertaldeg, post-acquisition,
InvoCare would likely be able to significantly asdstainably increase the
effective price of funeral direction services i thmarkets identified in paragraph
57. While InvoCare and Bledisloe both operate npetlitan-wide price lists for
each brand, both parties offer discounts frompligtes at the branch level and
the ACCC considered that post acquisition Invo@avald be able to reduce the
frequency and size of the discounts offered in Naretropolitan Sydney and
South metropolitan Brisbane. Further, the ACCGsadhat certain InvoCare
brands are only available in particular local ayeasnely Ann Wilson Funerals
and Bruce Maurer Funerals, both of which only haraches in North
metropolitan Sydney. This means that InvoCare el able to increase the list
prices for the services provided by these brandsowt regard to the competitive
constraint provided in the other sub-metropoliteaaa by the funeral businesses
operating in those areas.

The ACCC also considered that post acquisitiomteeged firm would not be
constrained from reducing the level of service pies to customers in the
identified areas. A reduction in service standavdald most likely be
manifested by a reduction in staffing levels, redg¢he time and the level of
attention spent on customers.

The reasons for the ACCC'’s views in relation toheafcthe relevant funeral
directing services markets (including those marldgstified in paragraph 43)
are outlined below.

Barriers to entry and expansion in the supply okbhal directing services

62.

63.

The ACCC considered that while the capital costeeiated with new entry or
expansion by an existing funeral directing busirvesse not necessarily high
(particularly if the existing funeral directing baosss sought to expand via the
establishment of a small local office, referre@dsoa ‘shop front’), the time
required to build a local reputation and obtaintiraefits of customer loyalty
created a significant barrier to entry and expansio

Information provided by market participants indexathat in order to develop a
competitive funeral directing business it is neaeg$o establish a strong
reputation and loyal customer base. The ACCC fabhatinew entrants typically
performed a small number of funerals in their firg¢ years after commencing
operation while the business builds customer @iatips, a reputation in the
local areas, and in some instances, expands cap#lis conclusion was equally
applicable to both new funeral directors and exgsfuneral directors attempting
to enter a new geographic area.
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64.

65.

While there were some examples of a new entranéwaadlg significant funeral
volumes within their first one or two years of ogigon, these were generally
limited to funeral directors who had already esdigld a reputation while
working for a previous employer in an area, oripgrants that occupy a unique
position (such as a funeral directing businessaipdrby a cemetery or local
church). The ACCC noted there are very few exampl@ganic expansion in
funeral directing services markets and found norgtas of new entry or
expansion on a significant scale in the funeraaing service markets identified
as raising concerns.

The ACCC therefore considered that the threat tfyen the supply of funeral
directing services in North metropolitan Sydney &woaith metropolitan Brisbane
was unlikely to be sufficiently timely or likely forovide an effective competitive
constraint on the merged firm post acquisition.

The supply of funeral directing services in Northtropolitan Sydney

66.

67.

68.

69.

The ACCC considered that in the absence of thertaddeg the proposed
acquisition would have the effect, or be likelyhtave the effect, of substantially
lessening competition in the supply of funeral dliirey services in North
metropolitan Sydney.

InvoCare and Bledisloe are the largest and seangédt providers of funeral
directing services in North metropolitan Sydneypeagively. Bledisloe’s
Gregory & Carrbranded funeral directing business has threetsutieNorth
metropolitan Sydney while seven InvoCare funeredaing brands have outlets
in North metropolitan Sydney:

= Ann Wilson (2 outlets); = Simplicity (3 outlets);
= Bruce Maurer (loutlet); = White Lady (5 outlets); and
= Guardian (2 outlets); =  WN Bull (1 outlet).

= Liberty (1 outlet);

Market inquiries confirmed that brand recognitisran important aspect of
competition in funeral directing services markétgoCare benefits from the

high degree of brand recognition associated watfiands as well as from the
extensive reach associated with operating fromiptalbranches across the area.
Bledisloe’sGregory & Carrbranded funeral directing business also benebts f
a high degree of brand recognition, particularlNiwrth metropolitan Sydney.

While many customers do not actively compare prioedfere choosing a funeral
director, market inquiries indicated that a grommgnber of customers are
seeking to compare prices of funeral services befetecting a funeral director.
The ACCC is concerned that due to the high degrbeamd recognition
associated with the InvoCare brands, that thos®weess seeking competitive
guotes may unknowingly solicit quotes from brancbiethe same company. The
lack of transparency as to brand ownership mayicethe effectiveness of a
customer’s search for genuine competitive quotestlam ACCC considered that
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70.

71.

72.

the acquisition oGregory & Carrbrand would exacerbate this concern in North
metropolitan Sydney.

In the absence of the undertaking, the ACCC consthhat the remaining
independent funeral directing businesses in Noglropolitan Sydney were
unlikely to provide an effective constraint on therged firm.

The merged firm’s case volume would be substagtiafiher than the next
closest competitor and the ACCC considered it ehikhat these significantly
smaller suppliers of funeral directing servicesi@hirdo not benefit from the
same degree of brand recognition) would be abpgdwent the merged firm from
increasing the effective price of funeral serviaaed/or reducing the level of
service provided in North metropolitan Sydney psjuisition.

As set out above, the barriers to entry and exparisithe supply of funeral
directing services are high and the ACCC considdratithe threat of new entry
into the supply of funeral directing services inrttdanetropolitan Sydney (by
either an existing funeral directing business ledalsewhere in the metropolitan
Sydney area or by the establishment of a new flideecting business) was
unlikely to constrain the merged firm post acquosit

The supply of funeral directing services in Soutttnopolitan Brisbane

73.

74.

75.

76.

17.

The ACCC considered that in the absence of thertaddeg, the proposed
acquisition would have the effect, or be likelyhtave the effect, of substantially
lessening competition in the supply of funeral cliiry services in South
metropolitan Brisbane.

InvoCare and Bledisloe are the largest and seangédt providers of funeral
directing services in South metropolitan Brisb&fmur InvoCare brands have
outlets in South metropolitan Brisbane:

= George Hartnett (3 outlets); = Simplicity (3 outlets); and
= Reed Botcher (1 outlet); = White Lady (3 outlets).

Bledisloe has a single brand across Brisbavletropolitan Funeralsvhich has
four outlets in South metropolitan Brisbane.

The ACCC found that the InvoCare brands also befrefn a high degree of
brand recognition in South metropolitan Brisbaneé eonsidered that the
acquisition of Bledisloe’'8/etropolitan Funeraldrand raised competition
concerns by further restricting the effectivenesa customer’s search for
genuine competitive quotes. The ACCC also consitirat the threat of new
entry is unlikely to constrain the merged firm framereasing the effective price
of funeral services in South metropolitan Brisb&oresimilar reasons to those set
out in paragraphs 62-65.

However, the ACCC notes that there are a numbereafium sized funeral
directing businesses located in South metropoBasbane and while these
businesses do not individually account for a largeber of funeral cases,
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together they serve a significant proportion ofetat cases in this area. These
businesses have the potential to become more igemmpetitors if behavioural
impediments to effective competition (such as thactty of brand ownership)
are removed.

Other funeral directing services markets

78.

79.

80.

81.

The ACCC'’s preliminary view, as expressed in thet&Shent of Issues, was that
the proposed acquisition was also likely to hawedtiect of substantially
lessening competition in the market for the sugdlfuneral directing services in
North metropolitan Brisbane. Following the publioatof the Statement of
Issues, the ACCC made further market inquiries@msidered the extent of the
competitive constraint likely to be provided by épgndent funeral directors post
acquisition.

Independent funeral directofsaditional Funerals KM SmithandAlex Gow

each have significant operations in North metrapolBrisbane, operating from
multiple locations and each serve a significanpprtion of the funeral cases in
that area. Market inquiries also indicated thatitteend names associated with
these businesses are well recognised in the aneaATCC considered that these
businesses are likely to be an effective constirthe merged firm post
acquisition and that the proposed acquisition veasmlingly unlikely to
substantially lessen competition in this market.

The ACCC also identified two other funeral diregtservices markets in the
Statement of Issues where its preliminary view thas the proposed acquisition
may raise competition concerns:

= the supply of funeral directing services in the €GGbast;
= the supply of funeral directing services in Eastromolitan Sydney;

Market inquiries conducted following the publicatiof the Statement of Issues
indicated that the proposed acquisition was unfikelresult in a substantial
lessening of competition in the supply of funenakckting services in either of
these markets. In the Gold Coast metropolitan @feglisloe’s funeral directing
business was not considered to be a particulaxdpgtcompetitor and there were
a number of other effective competitors in thissarén respect of East
metropolitan Sydney, the ACCC concluded that thegex: firm would be
constrained by a number of independent funeraieproviders, including the
Eastern Suburbs Memorial PalEkKSMP) which recently commenced offering
funeral direction services from its cemetery areh@toria in Maroubra.

Horizontal analysis — cremation services markets

82.

83.

The ACCC considered that the proposed acquisitioaldvhave the effect, or
would be likely to have the effect, of substanyiddlssening competition in the
market for the supply of cremation services in Raretropolitan Brisbane.

The ACCC considered the proposed acquisition wékalyto have the effect of
substantially lessening competition in the supglgremation services in South
metropolitan Brisbane (the other cremation servinasket where the activities

-16-



of the merger parties overlap).

84. The reasons for the ACCC's views in relation tohemdevant cremation services
market are outlined below.

Barriers to entry and expansion

85. The ACCC considered the barriers to entry and exiparin the markets for
cremation services in the Brisbane metropolitam émebe high. Significant
capital investment is required to establish a ctemam and a lead time of up to
3-5 years may be required in order to obtain lgoaincil approval for new
crematorium developments.

86. While the barriers to entry may be lower for exigtcemetery operators which
may be able to utilise existing land and infradinue to establish cremation
operations, the ACCC considered it was unlikelyw entrant or the threat of a
new entry into the supply of cremation servicesl(iding by an existing
cemetery operator) in a timely manner would proadesffective constraint on
the existing providers of cremation services.

The supply of cremation services in North metrdpaliBrisbane

87. The ACCC considered that in the absence of thertaddegs, the proposed
acquisition would have the effect, or be likelyhtve the effect, of substantially
lessening competition in the supply of crematiomvises in North metropolitan
Brisbane.

88. The proposed acquisition would combine the twodatguppliers of cremation
services in the region (Albany Creek Memorial Pagpkrated by InvoCare and
the Great Northern Garden of Remembrance opergt&ieldisloe). Post
acquisition, the only remaining providers wouldtbe Brisbane City Council
(BCC) crematorium at Pinnaroo and the Moreton Bay Re&gji€rematorium
(owned byTraditional Funeral3, both of which conduct significantly fewer
cremations than the InvoCare and Bledisloe cren@ator

89. Market inquiries indicated that the BCC crematoriainfPinnaroo is not
considered an effective price competitor and th€€&Qonsidered it would be
unlikely to constrain the merged firm from increagsthe price of cremation
services in North metropolitan Brisbane post aatjars The other provider of
cremation services in North metropolitan Brisbavlereton Bay Regional
Crematorium does not actively promote its facisitie independent funeral
directors, with the majority of its operation beitdedicated to the performance of
cremation services for thigaditional Funeralduneral directing business.

90. The ACCC notes market inquiries suggested that Bedgatholic Cemetery is
expected to expand its cemetery operations todectbhe supply of cremation
services. However, the timeframe for this developinienot certain and the
ACCC considered it was unlikely to provide effeetmompetitive constraint on
the merged firm in the foreseeable future.
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The supply of cremation services in South metraaolBrisbane

91.

92.

93.

The ACCC'’s preliminary view was that the proposequasition was also likely
to have the effect of substantially lessening camipe in the market for the
supply of cremation services in South metropolBaisbane. However, following
the market inquiries carried out after the publarabf the Statement of Issues,
the ACCC concluded that the proposed acquisitios) wdikely to substantially
lessen competition in this market.

While the proposed acquisition would combine the largest suppliers of
cremation services in the region (Mt Thompson Maat@ardens operated by
InvoCare and Great Southern Garden of Remembrgrerated by Bledisloe),
there would remain a number of alternative crematorSouth metropolitan
Brisbane operated by four parties independentefribrged firm: Mt Gravatt
Cemetery and Crematorium and Hemmant Cemetery egrdaorium (both
operated by the BCC), Centenary Memorial Gardemsit&tje Park Crematorium
at Goodna and Newhaven Crematorium in Stapyltooh Bathese crematoria
are available for use by independent funeral dorsct

Market inquiries indicated that Centenary Memo@akrdens and the crematoria
operated by the Brisbane City Council were lik@ye particularly effective
competitors offering services at a comparable levé&hose available at the
InvoCare and Bledisloe crematoria and having sieffiicfacilities to enable them
to increase the number of cases served.

Vertical analysis

94.

95.

96.

In addition to considering the competition concearising from the overlap in
the merger parties’ activities in funeral directsgyvices and cremation services,
the ACCC considered whether additional concernseaas a result of InvoCare
being vertically integrated (supplying both funettakcting services and
cremation and burial services).

In light of InvoCare’s increased vertical integoatias a result of the proposed
acquisition the following theories of harm were considered:

(@) foreclosure of rival funeral directorswhether the merged firm would have
the ability and incentive to foreclose rival furledaectors (e.g. by charging
rival funeral directors higher prices to accessna®ria or otherwise
limiting access) with the likely effect of substaiiy lessening competition
in relevant funeral directing services markets; and

(b) foreclosure of rival suppliers of cremation serng@nd burial services
whether the merged firm would have the ability armzntive to foreclose
rival crematoria and cemeteries (e.g. by directirgmerged firm’s funeral
cases to the merged firm’s crematoria and cemsjesigh the likely effect
of substantially lessening competition in relevargmation or burial service
markets.

The undertaking includes a commitment by InvoCardivest Bledisloe’s
crematorium in North metropolitan Brisbane (the &mMdorthern Garden of
Remembrance). As this addresses the ACCC'’s conugtimshe merged firm’s
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97.

market power in the supply of cremation serviceNanth metropolitan Brisbane,
it is not necessary for the ACCC to reach a viewoashether the merged firm
would have had the ability and incentive to use tharket power to foreclose
rival funeral directors in North metropolitan Brasie, and the competitive effect
of any such foreclosure stratedlidory (a)above).

The undertaking also includes commitments to adgdies ACCC’s concerns
with the impact of the proposed acquisition ongbpply of funeral directing
services in North metropolitan Sydney and in Sea#tropolitan Brisbane. As
these commitments address the ACCC'’s concernstiagtmerged firm’s market
power in these markets, it is not necessary foABEC to decide whether the
merged firm would have had the ability and inceatis use its market power to
foreclose rival crematoria or cemeteries in Nor#tnopolitan Sydney and South
metropolitan Brisbane, and the competitive efféamny such foreclosure
strategy theory (b)above).

Other issues

98.

99.

With respect to the following, which were identdien the Statement of Issues as
markets where the ACCC considered that competdamterns were unlikely to
arise, no information was provided during the cewfsthe ACCC'’s further
inquiries that contradicted the ACCC'’s preliminaigws:

. the supply of funeral directing services in the belrne metropolitan area

. the supply of funeral directing services in Soutld &/est metropolitan
Sydney;

. the supply of burial services in the Brisbane nmittan area;

. vertical integration in the Sydney metropolitanaareforeclosure of rival
funeral directors’ access to cremation services;

. vertical integration in the Gold Coast metropolitara;

. the acquisition of coffins and caskets; and

. the acquisition of hearses.

In respect of the above funeral directing servicesmation and burial services
markets, the ACCC considered that there would rermaiumber of significant
independent competitors post acquisition which wqubvide an effective
constraint on the merged firm. In respect of thguasition of coffins, caskets and
hearses, the ACCC conducted market inquiries witbraber of suppliers and
purchasers and no significant competition concesr® raised in relation to the
likely effect of the proposed acquisition on thesarkets.

Undertaking

100. On 8 June 2011, the ACCC accepted a court enfdeceablertaking from

InvoCare, pursuant to section 87B of the Act, toedy the competition concerns
identified by the ACCC. The undertaking provideslfovoCare to:

. divest three funeral directing outlets in North ropblitan Sydney and the
Gregory & Carrbrand nametlie Sydney divestiture businegsto the
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101.

102.

103.

104.

105.

106.

107.

ACCC approved purchaser Albert & Meyer Pty Ltd (@mnber of the
David Walker group);

. divest Bledisloe’s Great Northern Garden of Remembe crematorium in
North metropolitan Brisbanéhe Brisbane divestiture businessto an
ACCC approved purchaser;

. use and implement an ‘ownership statement’ for y@ars. The obligations
require InvoCare to clearly disclose in marketing advertising in the
Brisbane metropolitan area that a brand is an lave©wned brand.

The first obligation, to divest the Sydney divasgtt business, removes the
competitive overlap between InvoCare and Bledigtabe North metropolitan
Sydney services funeral directing services market.

The second obligation, to divest the Brisbane diitegs business, similarly
removes the competitive overlap between InvoCadeBiadisloe in the North
metropolitan Brisbane cremation services market.

Should the sale of the Sydney and/or Brisbane tiues businesses to an ACCC
approved purchaser not complete within the requiireestiture periods, the
undertaking provides for the appointment of an petelent divestiture agent
approved by the ACCC to sell the businesses aklguas possible. In addition,
the undertaking requires InvoCare to appoint an E@pproved independent
manager to manage the Brisbane divestiture busurggst is sold.

This undertaking addresses the ACCC'’s concernghtiegtroposed acquisition
would have the effect, or likely effect, of subgtalty lessening competition in
the supply of funeral directing services in Northtropolitan Sydney and the
supply of cremation services in North metropoliBaisbane.

The third obligation set out in paragraph 100 -ithplementation of the
‘ownership statement’, will facilitate transparerafyownership in funeral
directing services across the Brisbane metropoétaa.

While this remedy does not remove the competitveriap between the parties
in the South metropolitan Brisbane funeral servioesket, the ACCC
considered that this obligation addresses therpesger competition concerns in
this market.

The implementation of the ‘ownership statementbasrthe Brisbane
metropolitan area will assist customers lookingdompetitive quotes of funeral
prices, reducing the risk of customers unknowirggljciting quotes from
branches and brands operated by InvoCare. The Ac@€idered that the
increase in the transparency of funeral businesgeoship will assist effective
competition in the Brisbane funeral directing seevinarkets, enabling

0'While the ACCC did not conclude that the propoaegluisition was likely to have the effect of
substantially lessening competition in the supplfuoeral directing services in North metropolitan
Brisbane, InvoCare’s obligations to implement awrnership statement’ apply across the Brisbane
metropolitan area and, accordingly, will assiseefifze competition in North metropolitan Brisbarge a
well as South metropolitan Brisbane.
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independent funeral directors to provide a moreatiffe constraint on the
merged firm.

108. InvoCare also appointed an ACCC approved indepéradehtor to monitor and
report on InvoCare’s compliance with its obligasamder the undertaking until
it ends.

Conclusion

109. On the basis of the above, including taking intcoamt the section 87B
undertaking, the ACCC formed the view that the psm®al acquisition of
Bledisloe by InvoCare would not be likely to resualia substantial lessening of
competition in any market in contravention of sectb0 of the Act.
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