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THE CHAIRMAN: My name is Graeme Samuel, | am @feairman of the
Australian Competition and Consumer Commission andr@iaai of this public
inquiry into the price of unleaded petrol. |1 am joined by @ussioner John Martin
and as chair | welcome and declare this hearing opea.hd@dring is convened
under Part VII(A) of the Trade Practices Act pursuariheoFederal Treasurer as
approval for the ACCC to hold an inquiry into the pri¢eioleaded petrol. The
terms of reference in this inquiry have been publishethe ACCCs website,
together with an issues paper and all public submissiohsakea been received.

The ACCC has also published most of the withessesirtuiry which outline the
procedures followed by the ACCC at public hearings. The saiheitnesses
appearing today have also been published on the ACCCs &eli¢d understand
the price of petrol is of immense concern to all Adstnamotorists, however, we do
request in the interests of the efficient and effeatmeduct of hearings, participants
concentrate their remarks on the critical issuesratagimply provide commentary
on petrol pricings.

Witnesses appearing today will be questioned by counsstingsihe ACCC.
Counsel appearing today is Fiona Forsyth. Some witeesag be represented by
their own lawyers. | note that the contact of tiguiries will be in the discretion of
the inquiry chair; anyone using insulting language or otherdisrupting the
hearing may be excluded. We may wish to question withetses information that
has been provided on a confidential basis. The ACCQatanevidence in private if
a witness objects to giving evidence of a confidential natupeblic and the ACCC
considers it appropriate to do so.

If this occurs it may be necessary for all other pestoreave the room for parts of
the hearing. We do intend to hold our hearings in publiaraas possible, but one

of our drafts, withesses about matters that are coomatigrsensitive; this means we
may need to close the hearings at certain pointsamseript of the hearing will be
taken and made available on our website as soon as pads#nlthe hearing,
however, evidence given in private will be recorded anastrdbed but will not be
made available on the website. With those preliminaaters taken up, | propose to
begin by asking witnesses from the Royal Automobile ©lLibasmania to please
come forward and could you for the record please statengue and the position
with the Royal Automobile Club?

MR GOODMAN: My name is Gregory Goodman and | am thiefeexecutive
officer of the RACT in Tasmania.

MR LING: [|am Doug Ling. | am the chief engineertioé RACT.

THE CHAIRMAN: Thank you. | would just like to informoy and other witnesses
that are present here today about some of the rigasdiag giving the evidence to
this inquiry. Firstly, it is an offence to refuse tasaver a question, which you are
required to answer by the inquiry chair. Secondhg @n offence to give evidence
that you know is false and misleading or mention anyenattthing without which

it is misleading. You can give the evidence under oatinder affirmation if you
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believe an oath wouldn’t be binding or for religious remsgou are prevented from
swearing an oath on the bible. Could | ask each of yaihgh you wish to swear
under oath or affirm the evidence you give and then takeppropriate course of
action?

MR GOODMAN: | am happy to swear on the bible.

THE CHAIRMAN: That is all right. If you take thelide in your right hand and
there is the card there that sets out the oath.

<GREGORY GOODMAN, SWORN [11.05 am]
THE CHAIRMAN: Thank you. Mr Ling?

<DOUG LING, SWORN [11.05 am]
THE CHAIRMAN: Thank you very much, | will pass to Mersyth.

<EXAMINATION BY MSFORSYTH [11.05 am]

MS FORSYTH: Thank you, Mr Chairman. Good morning gemtle. Could |
start by simply asking you to clarify for the Commissmrecisely what each of your
roles are within the RACT?

MR GOODMAN: | am the chief executive officer of tRACT and Doug Ling is
the chief engineer of the RACT.

MS FORSYTH: And what does that involve in termyadir responsibilities?

MR GOODMAN: My responsibilities?

MS FORSYTH: Yes.

MR GOODMAN: My responsibilities are to manage theGIAIn Tasmania and
represent thel64,000 members that we have in Tasmania avel & lhole in
involving Government to change and also obviously run abéss that needs to be

managed.

MS FORSYTH: Mr Ling, and what is your responsibilitithin the organisation?
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MR LING: Well, I am operational and | am responsifoleour — providing the
services to all members, but | also have a public polilyinoadvocacy through
members of the RACT.

MS FORSYTH: Certainly. Well, | will probably be riieg to address in questions
to each of you during the course of my questioning. Hetigea question which is
more appropriately answered by one or other of you, please,daherwise | will
probably seek to address it to one or other of you so thané fae too much
confusion and it will be easier for the transcript &i.wPerhaps, Mr Goodman, you
would be the best person to ask these more general qedstjdmut could you
explain to the Commission how many members are in A€TR

MR GOODMAN: We have 165,000 members of the RACT andishat
geographically pretty even spread across the state, ttie north west and the south
of Tasmania.

MS FORSYTH: And who are those members, are they pnggmtly motorists?

MR GOODMAN: No, there is a mixture, there are 110,000 ngitoand we have
about 45,000 or so that are insurance and travel customers.

MS FORSYTH: Right. So when you are speaking on lbelidhe RACT as |
understand you are today, who are you speaking on behalf of?

MR GOODMAN: Well, we are speaking on behalf of thembers, the registered
members of the RACT.

MS FORSYTH: And in what capacity in relation to pétese they largely
consumers of petrol, that is the essential catednatythey been, they are not really
traders in the industry as much as - - -

MR GOODMAN: No, not at all, they are the motor —\tlaee consumers of the
petrol, yes.

MS FORSYTH: So you are really speaking on behalf efthsmanian motorist?
MR GOODMAN: Yes.

MS FORSYTH: Now, how do you gather information towgeghat you are
speaking on behalf of your members as a group?

MR GOODMAN: What we do is, in Tasmania a fuel waticiesn’t operate but the
RACT collects pricing on a weekly basis and | guess we hat to do that because
you can’t make a phone call to an oil company and get @, @icwe go do our trials
as well as contractors and we physically visit serviagosts on a weekly basis, we
then go on the price of fuel and then we put it up on olasiteeso that our members
can access the price and then see where it is mogtmwent for them to buy it.
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MS FORSYTH: Thank you. Could you explain that intidelibit more detail for the
Commission in terms of who undertakes that role and yadain fact do on a day-
to-day basis? How often, where does — to do the dstimavill go - - -

MR GOODMAN: We do it on a weekly basis and we havstanle can provide the
Commission with the graphs and on also the sites thactually physically visit on
a weekly basis and we normally carry that out ofnar3day afternoon, something
like that.

MR LING: Yes, late Wednesday night and early Thursdayning.

MS FORSYTH: So once a week?
MR GOODMAN: Once a week.

MR LING: Once a week, that is right.

MS FORSYTH: You do a drive around? Is it just aggeup of sites?
MR LING: Yes.

MS FORSYTH: s it basically in the Hobart aredastt also - - -

MR GOODMAN: No, it is across the State.

MS FORSYTH: Across the State. Is it the same gufigites each time?
MR LING: Yes.

MS FORSYTH: And you have satisfied yourselves thatitha representative
group of sites?

MR GOODMAN: Yes, we have.
MS FORSYTH: And how have you done that and how did ymose these sites?

MR GOODMAN: Based on what we saw is at least shigh volume sites and
sites geographically right across Tasmania.

MS FORSYTH: | think you have already answered this dquegshow many sites
was it in total that you looked at each day?

MR LING: [ couldn't tell you off hand but we they aa# listed here.
MS FORSYTH: They are listed.

MR LING: Yes, yes.

.HOBART 14.9.07 P-4 . GOODMAN/LING XN
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MS FORSYTH: Can you give us a ball park figure, just dor't have to flick
through and waste too much of the Commission’s time?

MR LING: One has to do about - - -
MS FORSYTH: You are looking at about 50 sites, 60 s#tesiething like that?
MR LING: Yes, it would be in that order.

MS FORSYTH: Now, we don’'t have a price cycle dowenehin Tasmania as we do
perhaps in other parts of Australia, but on averagedftem do prices change per
day in the sites that you have looked at?

MR LING: Well, we only collect it once a week.
MS FORSYTH: Once a week, yes.

MR LING: And we do have a variation, particularly otlee last twelve months
where the price can go up 10 cents during the day. Intrewes that tends to
happen on a Thursday afternoon after we have postedioes.pr

MS FORSYTH: [ will come back to the issue of priceleg later but just in terms
of this data that you have presented to the Commisisamn,just trying to look at
some of the use we can make of that. Because itysaamhce a week price it is a
once-off price for the week, but obviously there wdldther changes so it doesn’t
take account of those changes, | presume?

MR LING: No.
MS FORSYTH: You don’t update that on any more regulaisBas
MR GOODMAN: Yes.

MS FORSYTH: And from the evidence you have just given which we will get
to later, it seems as if on a Thursday prices might gsauthis might pick a lower
end of — perhaps this is at - - -

MR LING: No, that just happens, couldn’t really makgeaeral statement on that.
Up to sort of 12 months or so ago the prices in Tasmaaily didn’'t vary much
other than on a weekly basis.

MS FORSYTH: So we have got some prices here froariaty of sites collected
on a weekly basis, but there are some limitatiorie@abinformation because it is
only once a week.

MR LING: Yes.

.HOBART 14.9.07 P-5 . GOODMAN/LING XN
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MS FORSYTH: We will take it on that basis and wa aasess that. So thank you
very much for providing that. In terms of your membeiasKed you about
information gathering techniques and you have mentioned bovgather
information about prices. Do you gather any informafiom the members as to
their views so that we know that when we are speakiryg, you are speaking on
behalf of the broader group of people?

MR GOODMAN: Yes, we do, we often run polls on ouibaie that the members
can correspond to and we have just done one re petrol.

MR LING: We asked whether our members would benefétdilers should paste
the retail price and the wholesale price on a dailyskesil we had a 97 per cent
response to that.

MS FORSYTH: Okay.

MR GOODMAN: Also we do a national — a survey thatrglertaken by RMIP- - -
MS FORSYTH: Yes.

MR GOODMAN: - - - and that was done earlier thisryea

MS FORSYTH: That is under the head of the ...thas right?

MR GOODMAN: Yes.

MS FORSYTH: Yes.

MR GOODMAN: And the Tasmanian motorists were moneceoned about the
current petrol prices than the national average, agiast- -

MS FORSYTH: Right. And you have some surveying — soiiead is done from
your peak body?

MR GOODMAN: Yes.
MS FORSYTH: And some surveying done by your website?
MR GOODMAN: Yes.

MS FORSYTH: Okay. Now, you haven’'t made any fornoddreission to the
inquiry, is that correct, in relation to this inquiry?

MR GOODMAN: That's correct, we have fallen behind AA submission - - -

MS FORSYTH: That'’s right.

.HOBART 14.9.07 P-6 . GOODMAN/LING XN
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MR GOODMAN: - --as we are a constituent membedAA and so at a national
level our submission we are in full support of it.

MS FORSYTH: So you fully adopt the AAA submission thas been put before
the inquiry?

MR GOODMAN: Yes.

MS FORSYTH: We will note that for the record. Ybave, however, | think,
provided some media comments. | think, Mr Ling, you haeeiged some
comments around about during this year when the inquiryawasunced and |
thought what we might do is to work first of all througtmsoof those comments and
explore them a little further and then move onto someergeneral topics, but we
will give you an opportunity to comment on.

MR GOODMAN: | have a summary here that | could jestd to you and | could
read that out, just to — | can even read the — | seenthrket is - - -

MS FORSYTH: If you could just pass it over. What wighihdo is move straight
into a discussion of that and then we can have a quacicglat it. Mr Chairman,
would that be the most convenient way to go?

THE CHAIRMAN: Yes, that would be helpful, yes.

MS FORSYTH: Unless | give the Commission an oppotyyuost to scan it briefly
to see what we need to do. We can in any event take gbthese comments under
oath and put them on the records along with the additttmment. Mr Ling, if |
could perhaps address you for a moment in relation to ebthe comments that
have been made in the media so that we can expiene in some detail. | think you
are responsible for a media release that was pubduinie this year, is that correct?

MR LING: That could be, yes.

MS FORSYTH: Yes, that’s right. That’s one thdialve got so presumably it is the
correct one. There are quite a few specific commmatie in that release that |
wanted to discuss with you. The first one was — | thinkwais your comment, Mr
Ling, it was attributed to you in the release that says:

Our monitoring indicates that petrol prices have been trending up in Hobart at

a time when international oil prices have been generally stable and the oil
companies need to be brought to account for this anomaly.

Do you still stand by that comment?
MR LING: Yes, yes.

MS FORSYTH: Now, Mr Ling, are you aware that the thakkan wholesale petrol
price is based on import petrol pricing?

.HOBART 14.9.07 P-7 . GOODMAN/LING XN
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MR LING: Yes.

MS FORSYTH: Yes, you are and that that is the tmshport the product to
Australia rather the cost to produce it?

MR LING: Yes.

MS FORSYTH: So on that basis you would also be aparsumably that the
Australian wholesale price is benchmarked against the [SngaIOPS 95 price,
rather than against the price of crude oil?

MR LING: Yes.

MS FORSYTH: You accept that? So we also — well, kgubken that the
Singapore MOPS 95 benchmark is influenced by internationdeail prices but it
doesn't directly match it and follow it, is that tbase?

MR LING: Yes.

MS FORSYTH: Some times it moves quite independeanttiifferent directions?
So on that basis, Mr Ling, would you accept that undemtipert parity pricing
system, Australian petrol prices don’t necessarily gdafallow the international
crude oil price?

MR LING: Yes.

MS FORSYTH: That’s right. So | just wanted to confitmat, but when you made
the comment to the media that the oil companies neeel bodught to account for
this anomaly, it is not really an anomaly if importipapricing is being used in
Australia, is that correct?

MR LING: Yes, yes - - -

MS FORSYTH: That'’s right.

MR LING: - - - other than one there.

MS FORSYTH: The operator, that’s right.

MR LING: The one that you have just read, yes.

MS FORSYTH: Wanted to confirm because the import pariting for good or
for bad is the system which has been adopted in Australia

MR LING: Yes, yes, yes.

.HOBART 14.9.07 P-8 . GOODMAN/LING XN
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MS FORSYTH: - --and that is not necessarily e thing as crude oil prices,
so that some times the public needs to understand tlkeetife because it is a little
difficult. The second comment we wanted to drill doavn- - -

THE CHAIRMAN: Sorry, just before we move off thatpic, Ms Forsyth, | just
note here you have got some graphs that have been presenhich have just been
presented this morning.

MR LING: Yes.

THE CHAIRMAN: | noticed the first graph there is head®IACT Petrol Price
Trend,” and it looks at Hobart unleaded petrol prices coaapaith the Australian
dollar exchange rate and the world oil price. | am justdering why that graph has
been presented in light of the comments that just oeduwetween Ms Forsyth and
yourself.

MR LING: Well, it's a fair point but the AAA submigs has done the tracking
against the Singapore price. | guess we have used thab asflect what has been
in the media as far as comment on the relevant ioié pr

THE CHAIRMAN: Yes, | am just bit concerned about ttfaiugh, because that has
been presented to the Commission as part of this ingsian appropriate
comparison, where you say that you have adopted the AAmission, which
makes a comparison against the Singapore MOPS price lainét irt answer to
guestions from Ms Forsyth you indicated that you consitifre appropriate
comparison was the Singapore MOPS price, so | am jistiering why then you
would be submitting to the Commission a graphical comparsgth the world oll
price, which | think by your own admission is probably miess relevant into the
comparison of Hobart Prices.

MR LING: Yes, | accept that point, yes.

MS FORSYTH: So just to note for the record, it hasrbaccepted that the
international oil price is less relevant to the poé@etrol in Australia, Tasmania or
any other state than the international crude oil piwkthat Mr Ling has accepted
that for the record. In relation to the same meeligase, you noted - | think this
would be you also, Mr Ling, but correct me if | am wrotgs hasn’t been attributed
to anyone in particular, but the RACT says that oreit&oning:

Tasmanians are currently paying at least 26 cents per litre too mudtheiior
petrol compared to what they were paying in early January this year, based on
the world price and exchange rate.

Now, Mr Ling, | just wanted to ask you where you got 2@&tcent figure from so we
can explore it in a bit more detail?

MR LING: Well, to what was compared to what the piagere in January.

.HOBART 14.9.07 P-9 . GOODMAN/LING XN
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MS FORSYTH: So you had done a comparison between arHmh&ser price in
January and a Hobart bowser price in June?

MR LING: Yes.

MS FORSYTH: Do you have those figures available?

MR LING: No, but we can provide those.

MS FORSYTH: You can provide those for the Commission.

MR LING: Yes.

MS FORSYTH: Are you saying that - - -

MR LING: We have been collecting prices for arountdyears | think, yes.

MS FORSYTH: So the comparison was between bowsesgan the two
occasions and in making that calculation did you accfourgny changes in any of
the international prices, such as the Singapore benclpriagkand whether or not
they had moved?

MR LING: Not in that comparison, but we did compareittiermation we had
back in January.

MS FORSYTH: So you are comparing pure bowser prices rfsati perhaps it
would have been more accurate to say, Tasmanians are paymyge€or the petrol
than they were paying in January rather than sayingwkes paying 26 cents per
litre too much for their petrol, would you agree with that?

MR LING: | guess so, yes.

MS FORSYTH: Because it may in fact be that thegpatpetrol has been required
to be increased for other reasons other than simplytéee has been an increase in
petrol prices in Tasmania. The third comment - - -

THE CHAIRMAN: Sorry, could | just interrupt for a mireytMs Forsyth, because |
was trying to understand this particular reference madeebRACT. Perhaps Mr
Ling could help us just explaining it. The words used areThatanians are
currently paying — currently was the date of this mediamsenary, which is — | am
sorry, | haven'’t got the exact date here, | think it was

MS FORSYTH: It was 18 June 2007.
THE CHAIRMAN: 18 June, right. So on 18 June or theretdbdasmanians are

currently paying at least 26 cents per litre too much far gegrol compared to what
they were paying in early January this year, based owahld oil price and the
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exchange rate. Could you — | am sorry, | am just a bifused about what that is
trying to say, could you perhaps help me?

MR LING: Well, that was based on what it was bacBanuary at that — you know,
what the retail price was and what the world oil pri@es and what the exchange rate
was back in January.

THE CHAIRMAN: So is it suggested — again | am going to ¢thigrt that you have
submitted and just looking at January and just trying tcodmesvery quick —
because | am not sure the change is happening with thaiethaps you could just
help me and take me through it - - -

MR LING: Yes.

THE CHAIRMAN: - - - because you have got three lineghe chart, one is the
Australian US dollar exchange rate, the other is thdecil price and then the top
line is the Hobart price. Now, if | again take the taaies, so 18 June is at one line
on the chart and the other one, | think you have saithée January this year and |
am not sure whether it is the beginning or the end afalgnbut | am just trying to
understand what it is - - -

MR LING: Itis the beginning of January.
THE CHAIRMAN: Beginning of January.
MR LING: Yes.

THE CHAIRMAN: | am just trying to understand what itlgt you are comparing,
because | think — and you seem to suggest when you are angsMariForsyth’s
guestion, what you are doing is comparing the bowseepiicJanuary with the
bowser prices in June where, if | have got it corijast, having a quick look and just
trying to work this graph, the bowser price in Januaoyshon this graph was about
118 cents and in June was — | am just trying to work itheffgraph, was about 132
cents or thereabouts, say about 132 cents. Now, |srrjing to understand where
you get the 26 cents from. The difference between 118 and wWBais14 cents a
litre, so it is clearly not just the simple compansad the bowser prices.

MR LING: Well, the exchange rate had gone up signitigafrom about 77 cents
up to - - -

THE CHAIRMAN: About 85.
MR LING: Yes, about 85.
THE CHAIRMAN: Right. And then - - -

MR LING: So taking that into account, there was s #hout - for every dollar
increase it was traditionally represented around a ¢ehe goetrol bowser.
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THE CHAIRMAN: Right. Well, let us — what, you s#yhas gone from 70 — just
looking again at that, it looks around about 79 centheretbouts on 4 January to
about 80 — say 85 cents, so that is a six cent diffalastset there. But then | note
that the crude olil price has gone from a — just so — dfy&igraph is not a — it is
hard to get accurate figures but it looks like the crudprdaik is sitting at about 65
cents versus — that is 70 cents or thereabouts, it ld@ki Is about 70 cents. So we
have got a $5 increase in the crude oil price and we d@tva six cent movement in
the exchange rate; what do they do to each othen? just trying to see what they
do to each other and how you got to your 26 cents. | amyp $@m just having
difficulty; Ms Forsyth, you might want to pursue thisestion but | am just trying to
understand how we got to that 26 cent statement thaeleasrbade in your
statement.

MR LING: [ would have to go back to the calculatidrd at the time and which
particular date that | was comparing in terms.

THE CHAIRMAN: Well, certainly, just to take your agals through so | am
familiar with the sort of analysis you are doing, ilijimok the bowser price
differential of 14 cents and then you said well, they oaglbe six cents less because
of the exchange rate movement. So that would pulkck bg — pull it back to say
eight cents, but because of increase in crude oil praagght to go up by five cents,
so that is 13 cents. On that basis or on that asatysould seem that there is one
cent differential, wouldn’t it?

MR LING: Yes, | guess so.
THE CHAIRMAN: Well, it would certainly help - - -

MR LING: | have taken care to have a closer loowas about 118 cents compared
to 144 cents.

THE CHAIRMAN: Yes.

MR LING: The difference required.

THE CHAIRMAN: Certainly, there is nothing on this - - -
MS FORSYTH: We have got some - - -

THE CHAIRMAN: - - - chart that would suggest what pepace that your chart
suggests here that on 18 June, which is when the stateragmbade, the price was
— what have | got here, | am just trying to read it, ad®@2 cents, not 144. | just — it
would be helpful if you could reconcile those matteegause | find it — sorry, | just
don’t follow them, but of course it goes back to the fundatal question Ms Forsyth
first asked, which is the use of the crude oil price, whiokld appear to disregard
the comparison that the AAA acknowledges is the ap@tgdomparison, which is
the Singapore refined petrol price.
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MR LING: Yes, but the — it was designed to call it #mel world oil price is about
the same as it was in June.

THE CHAIRMAN: Yes, | am sorry, but | think you saidyy adopted the AAAs
view which is that the world crude olil price is much ledsvant than the Singapore
refined petrol price, but the reason | am just pursuing lthis) sorry, Mr Ling, is
just this; that we have had evidence or a submissionAdfwhich acknowledges
that the appropriate benchmark for Australian petrol pigése Singapore MOPS
95 or the Singapore unleaded 95 gas price and yet a couple of marhtiee AAA
have been using the public commentary the crude oil prtehawe acknowledged
in evidence that in fact that is the inappropriate comparto be making.

And so | just wanted to have a look here — | think theige@s of the NRMA, Mr

Alan Evans, indicated that the reason he used that cmmpavas because everyone
else seemed to be using it even though he thought it veaywiAnd produced the
crude oil price, even though that he seemed to have ackaged that was the
wrong comparison to make, but I think you have acknowledlgieei beginning that

it is perhaps what the correct comparison to make.

MR LING: | guess we are determined to use it becausastidat we have done
for many years, so we have picked some comparisontlwemrears, but that is
arrived at sort of from ten years of it but - - -

THE CHAIRMAN: Well, certainly as you say you have ptial the AAA
submission which gathers the Singapore oil price. Okapkthiou. Sorry, Ms
Forsyth.

THE CHAIRMAN: No, that is okay, Mr Chairman. Fdede to ask a question at
any point in time. It is probably important also for Mng to acknowledge that
there is some danger in taking bowser prices and comgaengwithout
necessarily fully evaluating the underlying factors whicghhin fact be of
relevance in the gas price, as well as movement&iaxthange rate price and that
those things might have an impact. Did you just acknoveledat, Mr Ling?

MR LING: And that is the reason that we have thehaxge rate there.
MS FORSYTH: That'’s right.

MR LING: The movement exploits the understanding vefigict the exchange rate
has, to see it if it goes up, but should have a positieeteff

MS FORSYTH: | quite understand that. We are simpdkisgy to drill down on
some of the comments that have been made so thatalessure that we are
properly informed as to what people who are submitting nsatbethe Commission
in fact say on the basis of those matters.

MR LING: Yes.
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MS FORSYTH: The third comment that was made inrtieslia release that we
want to just raise with you before moving onto some monergé topics was the
following comment which stated:

Regional Australians have often been forced to pay much higher prices for
petrol to subsidise price discounting in places like Melbourne. Melbairne’
average price for unleaded petrol yesterday was 128.2 cents perditrgaced
to Hobart’s 139.9 cents a litre.

Now, this was obviously made — a statement made back& Blow, that is a
difference of almost 12 cents a litre, is that right?

MR LING: Yes. It was settled often where supply gigecomparison between the

MS FORSYTH: Itis because of comparisons.
MR LING: - - - average in Hobart and Melbourne.

MS FORSYTH: Thank you for that. In relation to tparticular comment, you
would acknowledge, wouldn’t you, Mr Ling, that Melbourne hgwice cycle but
Hobart does not, is that correct?

MR LING: Well, we have got a weekly price cycle.

MS FORSYTH: A price cycle and that Melbourne’s piacel that Hobart’s price
have some volatility?

MR LING: Yes, particularly in Hobart over the ldi? months. At times the Hobart
prices have been cheaper than the Melbourne average pric

MS FORSYTH: That'’s right and | can see from thepbrthat it is quite volatile.
MR LING: Yes.

MS FORSYTH: Some times the Hobart price dips beléelbourne, some times
Melbourne is above Hobart.

MR LING: Yes. Butthat is — prior to that we wensistently sort of 10 to 12
cents dearer than Melbourne prices.

MS FORSYTH: Well, I am just wanting to question abdet tonsistently 10 to 12
cents. Would you agree that because prices are perhapyvofatile in Melbourne
than in Hobart that it is perhaps better to make a casgraon a weekly or monthly
average basis than on a day-to-day basis?

MR LING: Well, we make it on a weekly basis.
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MS FORSYTH: Make it on a weekly basis.
MR LING: Yes.

MS FORSYTH: But in terms of the comment that yoadmto the media in June
which was taking a price in Melbourne on a certain daytaking a price in Hobart
on a certain day, that is not necessarily the mosirate way to represent the price,
because it would probably be better to take it on an avéasis.

MR LING: Yes, and that’s what this graph shows.
MS FORSYTH: That'’s right.

MR LING: The situation in Tasmania prior to the a8 months was that the
reason another competition here so prices were eagg. Over the last 12 months
we have had competition in Tasmania and that hasecreasituation where the
Tasmanian prices have been much more aligned with N&ctprices.

MS FORSYTH: On that basis, yes. Well, | have sdigures for - - -

MR GOODMAN: | just happened to have those figures.héngast when we didn’t
have the ability to compare the same retailer and SWmelworths and Coles are
now distributing fuel, well, you know, there are, you knavsite — a Melbourne site
with equivalent to say, our Hobart site of which sayeGpthere are vast
discrepancies on a daily basis and plus we found itdifigult as an organisation
on the basis that we would assume the buying powehdsetdistributors is a
national buying power that they have.

MS FORSYTH: Well, we will come back to that in anmiie. | just wanted to
complete my question on this one issue, which was timpaadson on one particular
day of a certain price. The figures which | have foreJ2@07, which were a
monthly average, put Hobart at 136.9 and Melbourne at 129.8hwias a
difference of about 7.6 cents a litre. Would you actiegttthat was an accurate
figure?

MR LING: Well, over a month as an average, yes.

MS FORSYTH: And the Tasmanian Government, which l&s@ut a submission
into this inquiry compared the Hobart price with regiovi@koria, because it was
seen perhaps as a similar market and in the four weelksge24 June 2007, they
found that the Tasmanian motorist paid 3.6 cents a litne fior their unleaded fuel
than Victoria regional motorists; would you accept fiture as well?

MR LING: Yes.
MS FORSYTH: So the point | wanted to make and just $exther you would

acknowledge that, just for the purpose of the inquiry thasthere is a gap and we
acknowledge there is a gap between the Victorian andasednian pricing, but
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that it is not necessarily the 11 or 12 cent gap thamngedimes referred to in media
releases such as this. Would you agree with that?

MR LING: Yes. As | said, prior to the last 12 monthere is generally that gap —
we can go back several years that we have been payieg anerin the last 12
months we have had a fairly competitive situation, pkaethat sort of May/June
period this year where we went back to quite a largetiani

MS FORSYTH: So is your submission to this inquiry — youdence to this
inquiry that the price differential between Hobart delbourne has in fact
narrowed?

MR LING: On average?
MS FORSYTH: On average?
MR LING: Yes, yes.

MS FORSYTH: And that would presumably be a benefihtoTtasmanian motorist
in 20077

MR LING: Yes, there would sure to be more competitiere.

MS FORSYTH: | was going to ask you about that. Wieayali put the decrease in
price differential down to?

MR LING: The entry into the market of United Petrol.

MS FORSYTH: And what is your evidence of that, have geen that in
particular?

MR LING: Well, they have been consistent in tast - setting the last price and the
supermarket chains have been trying to meet that pficere has been — over this
last 12 months there has been quite a large variatitheiretail prices in particular
terminals, whereas previously they were virtually allghee price; a 10 cents
difference from Hobart to the eastern shore.

MS FORSYTH: Sure. So if | look through the RTRtyau have presented to us
today, does that include the United petrol stations?

MR LING: Yes.

MS FORSYTH: And will | find a consistent patternt@ehat United is lower than
the other retailers?

MR LING: Their terminals? And | guess turning up lat®afy/June period United
seem to stop discounting during that period too.
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MS FORSYTH: Do you have any reason to believedhae they might have not
done so, simply not an anomaly in the market for aodesf time?

MR LING: Well, it is just an observation.
MS FORSYTH: An observation.

MR LING: That the prices sort of jumped back up alhsdudden and | guess up to
more the — the more common price that was being charged.

MS FORSYTH: Now, your evidence is that United seerndakttconsistently lower
than many of the other players. You made comment hlsat &he supermarkets,
could you just explain that, you were saying that they fallow the price, is that
correct?

MR LING: Well, generally a couple of cents dearer tbaited, but with the
discount dockets it means that they are a couple ¢$ cbeaper than - in reality than
United.

MS FORSYTH: And what about the remaining players.aB& Mobil? You don’t
seem to have any Mobil sites listed here, is thatgusply because they have got a
lesser presence, although | do see one here in Devonport?

MR LING: United took over the Mobil sites.

MS FORSYTH: That'’s right.

MR LING: Yes. And some of them were still signed\aobil.

MS FORSYTH: And do you have any comments to make almnaligned petrol
stations, such as Caltex, non-aligned with WoolwortWé?ere do they sit in relation
to the other players?

MR LING: | haven't got any comment on that, no.

MS FORSYTH: We don't look for a starter in any elyeand that should assistance
in that regard.

MR LING: Yes.
MS FORSYTH: Now, thereisa - - -

MR LING: Just on that, that data is available facteaeek if you wanted that for

MS FORSYTH: Certainly, we will take that on boarddhe Commission can
request — presumably can request some further informationyfou if we require it?
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MR LING: Yes.

MS FORSYTH: We discussed briefly earlier the theit there is no price cycle in
Hobart. Presumably there is some fluctuation, isttiatase?

MR LING: Yes, particularly over the last 12 months.

MS FORSYTH: And what changes have you seen ovdashd 2 months in
relation to price fluctuations?

MR LING: Well, and also | guess price variation, qlatigje variations between
prices between different suburbs and within the retaitetise suburbs it can be — as
| said, it can be 10 or 12 cents difference between wmnerls and another.

MS FORSYTH: And are these the observations thatggbier when you do a
weekly drive around?

MR LING: Yes.

MS FORSYTH: So on a weekly drive around you will se@d-gresumably | will
see this when | look through the data - - -

MR LING: Yes.
MS FORSYTH: - - - a large differential betweeniwvas players, is that correct?
MR LING: Yes.

MS FORSYTH: And why do you think that there is no pdgele as such in
Hobart compared to some other capital cities?

MR LING: Well, that is — the reason may be tha& Tlasmanians don’'t shop
around. In the national survey that we did, 27 per cetiteofespondents said that
they shop around and the national average was 49 pesce#ople tend to go back
to the service station that they really get their slarms.

MS FORSYTH: And do you have any evidence or opinion to gsvi why that
might be?

MR LING: Well, | guess traditionally Tasmania thegshieally been no — hardly
any variation in prices between sites.

MS FORSYTH: Until - - -
MR LING: Until recently, yes.

MS FORSYTH: So is it your evidence that the consumeveloped a habit of not
shopping around?
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MR LING: Yes.

MS FORSYTH: s it perhaps also that with the laclpwblic transport or as much
public transport as in other capital cities, Tasmaniaang Imave less choices as to
when they purchase their petrol?

MR LING: | couldn’t comment on that.

MS FORSYTH: Itis probably a specialty question.

MR LING: Yes.

MS FORSYTH: Do you think that a price cycle would beanEfismanians or are
you content that there is no such regular price cycleasmania? | am asking you to
speak on behalf of your members, obviously not persanally

MR LING: Well again, I really couldn’t comment on tha

MS FORSYTH: Sure. Now, you have mentioned the domiipkyers in the retail
market are, as | understand it, the major oil compabiiesed and the supermarkets.
Is that correct?

MR LING: Yes.

MS FORSYTH: And you have given some evidence as toenthery

approximately sit in relation to each other. Does tlatv you to a degree or is it a
fairly consistent pattern that you have observed?

MR LING: Well, it is — over the last 12 months itfasrly consistent, yes.

MS FORSYTH: And prior to the last 12 months, what y@sr observation as to
the role those players played in the market?

MR LING: Where the supermarket chain operated ougieterally led the price.
MS FORSYTH: When you say led the price, what do yeam?

MR LING: Well, had the cheapest price.

MS FORSYTH: Had the cheapest price.

MR LING: Yes.

MS FORSYTH: When did the supermarkets open their businesay, Hobart?
MR GOODMAN: Woolworths were the first to come ibcaut four years ago.

MS FORSYTH: Yes, 2003.
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MR GOODMAN: Yes. And then Shell with Coles cameabout two years ago.

MS FORSYTH: And at what point did it spread to othergaftmore rural
Tasmania, regional areas?

MR LING: About the same time.
MS FORSYTH: At same time?
MR LING: Yes.

MS FORSYTH: And did you notice any impact on pricinghait tpoint in time or
was it only in the last year?

MR LING: No. They tended to be the price movers — whegy were introduced,
yes.

MS FORSYTH: So prior to say 2003 prices were fairly stabd correct me if |
am wrong, there have been some statements too, 2A0B the prices were fairly
stable in Tasmania run by the four major oil companig®en in around 2003/2004,
with the entry of the supermarkets you observed bettapettion and can | say
lower prices at that point in time, was there mosealinting?

MR LING: Well, yes, we were sort of saving when Lityamoved into Tasmania.
MS FORSYTH: And when did Liberty move into Tasmania?

MR LING: | don't recall.

MS FORSYTH: Sometime between 2003 and now?

MR LING: No, they were here before the supermarkets -

MS FORSYTH: Before the supermarkets?

MR GOODMAN: And then the supermarkets took out Liberty.

MS FORSYTH: The supermarkets took out Liberty and yousawe increased
discounting at that point in time? Was that as bebhitbe players in the market, as
inn there being a differential between - - -

MR LING: Yes.

MS FORSYTH: - - - prices being — because presumablglgaices might go up
but there would be a differential? And then when didé¢éhbecome a presence in

the Tasmanian market?

MR LING: | am not too sure, but it was early lasayd think.
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MS FORSYTH: And is your evidence that you have witngésseincreased
differential between the prices between the plagerse the entry of United into the
market?

MR GOODMAN: Probably what we are saying is therm@e fluctuation.
MS FORSYTH: More fluctuation and how big is that fluctoa now?

MR GOODMAN: Anything up to 10 cents.

MR LING: Yes, sometimes it would be 10 cents a liyes.

MS FORSYTH: As between the players or would onggglaaise its prices by
approximately 10 cents a litre?

MR LING: Well, between the players but then theréhie price that brings every —
sort of discounting, put the price back up, sort of 10 camegimes, yes.

MS FORSYTH: So you have seen some price matchindatiae to those
fluctuations?

MR LING: Yes, over the — | guess so, yes. You @mnthose from the figures, yes.

MS FORSYTH: Have you seen any rationalisation tefssin the Tasmanian area -
closed sites?

MR LING: There has been but we don’t keep a recotta.

MS FORSYTH: You don'’t keep a record of any of thBb you have any
comments to make or do you have any evidence of any changsastion to
increase of convenience stores moving into the serviderstat is that again
something that you wouldn’t keep a close eye?

MR LING: Well, just from observations there hash quite an increase of
convenience stores, yes, but we really have no commethiab

MS FORSYTH: Now, clearly an amount of concernaaoingelves and to
Tasmanians is the difference in price between Tasnaauwianainland Australia and
potentially between Hobart and some of the regionalesn Do you have any
reasons that you can give as to why there is a differbetween the prices and
anything which can be done about that?

MR GOODMAN: Well, we think the Western Australian ded is a pretty sound
model where oil comes and it is split up and their pritieey allot their price 24
hours prior.

MS FORSYTH: Yes.
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MR GOODMAN: The advice that is going into the marked ave think that, you
know, to take the kink out of this whole exercise ihédre is more transparency with
the wholesale price versus the bowser price, so that -

MS FORSYTH: If we can just take that back one stepjou are supportive of a
fuel watcher price, the 24 hour rule as it is in Perth -

MR GOODMAN: Yes.

MS FORSYTH: - - - which requires retailers to idgnfrice and stick with that for
24 hours? How do you think that would impact on the difiee between the price —
sorry, | will re-phrase my question. Why do you think timatt system would
improve or decrease the difference between price in amdlrban areas or regional
and urban areas?

MR GOODMAN: On the basis that the decision has gdtet— somebody has
really make a decision, so the companies would — theydW@myve to make a
decision to, you know, put their price, say in a whokesahge, to me the lesson is
the opportunity to — for the converted — the oil compatuesatch each other’s price
unless they - - -

MS FORSYTH: So why would that be a difference, fomepie, if the 24 hour rule
applies in Hobart and the 24 hour rule applies down ats@dg? Why would the
24 hour rule mean that the price differential betweele<Bay and Hobart would be
any different? | am just testing the proposition as-te

MR GOODMAN: Yes.

MS FORSYTH: - --how it might impact. It may impam prices generally, but
why it might impact on the particular issue, which | ustend is a concern, which is
the differential?

MR LING: Well, Coles Bay, I think there aren’t mavatlets so it really would
have no benefit there.

MS FORSYTH: | am obviously picking this as an examplg,as | said you must
correct me if | have given a wrong example.

MR LING: That’s correct. So | mean the main cestin Tasmania being
Launceston, Devonport and Burnie; the larger townsrevtiere is a significant
number of outlets but it would have a benefit in thosations.

MS FORSYTH: So your evidence is that the 24 hour rugghtrbenefit the urban
centres but it might not have any impact on the diffégebetween the urban and the
regional centres?

MR LING: No.
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MS FORSYTH: Itis not your evidence or do you agrei@ wiy proposition?
MR LING: Well, we agree with your proposition.

MS FORSYTH: You agree with the proposition. Juskimgsure for the transcript
that we have that on the record. The Tasmanian Govetniran not sure whether
you have had an opportunity to read the submission of theahgsmGovernment,
they have put forward some propositions that might inflaehe reason for different
prices in Tasmania, including population size, geographicitogdipe of retailer.
We have also received evidence from various partiesrajgHike lack of
competition, lower volumes, increased transport, areasons for high prices in
say, Tasmania than in some other — do you have any caimioemake about that,
for example - - -

MR LING: Well, we would say that lack of competitjome have that over the last
12 months and it has shown the differential between Haipal Melbourne, if you
take the capital cities as that as being reasonahlkisns.

MS FORSYTH: So is it your position now that the prdifferential is a lot less of a
concern to you?

MR LING: Yes, providing that competition continues avitere it stops and if we
go back to the, you know, 10 cents difference between HahdrMelbourne, that
obviously becomes a concern when that happens.

MS FORSYTH: So the evidence of the RACT as | undedsitar that you are
satisfied that there is a difference in price betwssgnMelbourne and Hobart, that it
might be accounted for with something such as in #resport cost and it is less of
concern to you now than previously because now therbdasincreased
competition in Hobart, you feel more comfortable tihat natural competitive forces
are in operation, is that a correct assessment?

MR LING: Yes. | mean, the transport cost is beingg with one or two cents so

MS FORSYTH: And where was that given?

MR LING: Well, the State Government have made staement, so that is — |
think it is, you know, acceptable. Certainly that doesoiec the 10 cents so it is
also a bit of an additional - - -

MS FORSYTH: It doesn’t cover 10 cents but | think yeuidence was that we no
longer have in Hobart, for example, the 10 cent difféaéthat was so obviously
there.

MR LING: Well, it has only been over the 12 monthe iaven’t, but we had that in
June and July, so - - -
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MS FORSYTH: But on occasion - - -
MR LING: Yes, yes.

MS FORSYTH: On occasion it does - perhaps not aragee And in terms of
volumes, do you accept that if there is a lower volimree city such as Hobart that
means that there needs to be higher margins on a cetitsepleasis?

MR LING: There has been quite a lot of rationdl@main Tasmania of sites, so
there are a lot of sites that have truly significasitiines.

MS FORSYTH: Okay.

MR GOODMAN: You know, the question | asked earlieriothat, you know, the
Woolworths of this world and the Coles of this world aosv buying their fuel
nationally and so | wouldn’t think that the price of ftlgt goes into a Shell service
station in Sandy Bay Road is any different to what gatesthe Shell service station
in Victoria Parade.

MS FORSYTH: Now, on what basis do you submit to tben@ission that the
supermarkets buy their fuel nationally?

MR GOODMAN: | have no evidence on that.
MS FORSYTH: You have no evidence of that.
MR GOODMAN: No.

MS FORSYTH: So it is probably not something you can sutoriie Commission
on evidence?

MR GOODMAN: No, not at all, no, that is an assumptio

MS FORSYTH: Itis an assumption you have made?

MR GOODMAN: It is a reasonable assumption, | think.

MS FORSYTH: Why do you think it is a reasonable assumpti

MR GOODMAN: Well, other players that you see askeamdustry buyers are on
..... basis and the procurement is they are all nowalesed and you know, one area
of the business is responsible for procurement, you kaowjf you read, you know,
the Woolworths annual report, you know, that gives youndication that - to a
shareholder that in getting their fuel across the tamshcentralised and then having

them across the country the same has been very goallitlee shareholders.

MS FORSYTH: You have no evidence that fuel is purchaa&idnally rather than
ona---
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MR GOODMAN: No, | don't and that is something thahihk — | hope that that
this inquiry will look at.

MS FORSYTH: If fuel was not purchased on that — leaking you to assume for a
moment that fuel is not purchased on a national blasisxample, if Caltex supplies
fuel to Woolworths and supplied it on a state by states baough the various
refinery, would you accept at that point that your contmaght be — might hold

true less? Probably — let me re-phrase my question, diutire is less of a reason
for prices at the supermarket chains to be uniform ififuebt purchased on a
national basis? You would have to accept that surely?

MR GOODMAN: Yes, | would.

MS FORSYTH: Yes, thank you. Moving on from that comiria relation to
supermarkets and the shopper docket scheme, | am wondenmear either of you
gentlemen is in a position to comment on what the anpas been in Tasmania on
your members and whether or not you support the shopper dobketbes?

MR LING: We believe it has reduced the prices andteckeompetition in the
market and | can’'t comment on whether the consumers aow that affects the
consumer, the cost of other goods at the supermarket$iave got no evidence to
be able to make any comment on that. And up to now iheeevidence that that
has caused an increase in the price of fuel; it lthgesl prices. That is obviously
popular amongst consumers and provides a genuine discount.

MS FORSYTH: Do you see any impact on the independetitdhe advent of the
shopper docket scheme?

MR LING: Certainly.
MS FORSYTH: What have you witnessed?

MR LING: There have been comments that we hadefitan independent retailers
that have had discussions with us that it — that they canipete with the — a
discounted price that the supermarket controlled outlets gosthat they see it as
putting an added pressure on them for their viability ineoftiture.

MS FORSYTH: Sure. Now, taking that comment backh&domment you made
previously, which was that you were more comfortable withstatus of the retail
petrol market in Hobart because of the presence of indepé&s) does that mean you
have any fears about the future of the retail markeglation to shopper dockets if
that has an adverse impact on independents?

MR LING: [took independents as being the independenteartkke the one
person operated retailer.

MS FORSYTH: | see, | am terribly sorry.
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MR LING: Not the - - -
MS FORSYTH: Not the retail, but the independent chain?
MR LING: Not United petrol, no.

MS FORSYTH: Do you — have you seen — sorry, | wilphgase my question.
That was my fault in not making that clear.

MR LING: Yes.

MS FORSYTH: Have you seen any impact — adverse impaloe shopper docket
scheme on companies such as United or is your evidence iveaunds as if it is,
that United have still maintained a very low price anchbmmmpetitive?

MR LING: Yes, well, they are still in the markeYes, but overall we can only go
on what prices we have seen here, we don’t have adgrea other than that.

MS FORSYTH: Sure. Now, | think Mr Goodman, you memgid earlier and | can
see from my brief look that my helpful assistant im&gle here in relation to the
transparency of wholesale costs, | wanted to just dwatvwvhat you mean by that and
| think you mentioned earlier a survey that had been uakksntof displaying on
board prices the wholesale price. Can you just explaat you mean by that and
what you say the lack of transparency is and how yeuhsd could be resolved in
the Tasmanian market?

MR GOODMAN: Well, I think that really the wholesagbeice of petrol is not
transparent, you know, is it - - -

MS FORSYTH: When you say it is not transparent, do iyean that - - -

MR GOODMAN: s it the price when the oil enterg ttefinery, is it the price when
the oil comes out of it - the petrol comes out ofrdfeery and you know, what is
the refining margin and then where is the — and thearasher margin for the
distributor. If that is the case, well, | just dotfitnk that it is very clear to the
consumer of what the real cost of the litre of pagrdrom the refinery and I think,
you know, one of the issues we have in Tasmania agsanbht the other states have
a fuel watch of some description that actually mindieeson a daily basis. Like a
lot of things in Tasmania, you know, we get left off thap on the basis of
percentages, or whatever it may be and the facthbairily opportunity a consumer
has got to compare prices in Tasmania is by going to the R¥gbBite on a weekly
basis, which, you know, we would love to do it on a didgis but it is just
physically not affordable for us to do that as an org#oisa

MS FORSYTH: So if | could paraphrase your evidence usbhfirm that we have
got it accurately. Your concern is that the consumaot properly aware of the
division of costs from refinery to the bowser and vehgou know, the profits lie and
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your concern is also that Tasmania being a small dtesn’t have sufficient
monitoring, is that a fair assumption?

MR GOODMAN: Yes.

MS FORSYTH: Okay, thank you. | don't have any furtheestions for these
witnesses, Mr Chairman. Is there anything furtherybatwish to raise that you
want to - - -

THE CHAIRMAN: Just one question, and | appreciate, gemtin, that your
interest is for the Tasmanian motorist and thereffolfew the focus on petrol, but |
just want to take some — because the statement yountae here is here is two
things. One is greater transparency of wholesale daill peces and the other is the
fuel watch scheme of WA. | will come back to thaaimoment, the fuel watch
scheme of WA, but in terms of the transparency oflegale and retail prices do you
believe petrol should be treated any differently to ahgilocommodity, such as
apples and oranges or bananas?

MR GOODMAN: Yes, | do because it is a resource thand particularly in
Tasmania where there is no alternate transport - pwbhsport, but you know, the
car is a very important part of a person’s mode ofpart here and it is a substantial
cost as well and so we feel that, you know, the coes@imould be informed of -

you know, because this — you can’t — you can go and buy, yawm, ka bunch of
oranges on the side of the road but you cannot do thiatfwel.

THE CHAIRMAN: But you normally do, don’t you, buywr fuel on the side of
the road?

MR GOODMAN: Yes, and at an approved site and obviotngypetrol stations
don’t appear over night and come in and out of the businessa really structured
distribution network and you know, so we feel thatrtiworist deserves to have a
little bit more transparency on what in actual faet ¢bst of this product is before it
gets to the bowser.

THE CHAIRMAN: Yes. And if the motorist knew thdid wholesale price was, on
any given day, three cents less than the retail psibat would you then say?

MR GOODMAN: Well, I would say that if that is thage and that information was
valid and transparent | think the motorist should be gemfortable with a three
cent margin on a litre of fuel.

THE CHAIRMAN: On the price - - -
MR GOODMAN: | think — like, that is — | can’t — | thrthat the motorist would be

happy with a margin, you know, what percentage | - yowkinmw long is a piece
of string, | don’t think | can answer that.
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THE CHAIRMAN: | guess that was the reason | wasraskhe question because |
am not sure whether — you came back pretty assertivelyabatought the motorist
should be happy with the three cent margin, but fer@gsyou are a bit more
dubious, seven cents you would be even more dubious and | gigessm they
would be elated. | am just trying to understand the bagisaidsing three cents,
which | actually pulled right out of the air | have &l tyou, but the basis of choosing
three cents as being a happy medium point.

MR GOODMAN: Are you saying per cent or cents?

THE CHAIRMAN: | was going to come per cents in a maméut | was just using
cents at the moment.

MR GOODMAN: You know, it is — people understand thaito a distribution
network and to pay people to pump — well, they don’t pump it amg nboit to store
it and transport it, that, you know, there is a costaimg that and | think that if that
cost could be seen as being a reasonable mark up and ratdagwofit to the
company distributing it, | think the consumer would be@pieased. At the
moment they don’t know and | think the unknown is halfiisee.

THE CHAIRMAN: And what would be “reasonable,” the wosasi have used?
MR GOODMAN: Asfarasa---

THE CHAIRMAN: You have talked about a reasonable magrland | am just
wondering what you regard as a reasonable mark up?

MR GOODMAN: | would say somewhere in the vicinitydd per cent.

THE CHAIRMAN: Okay. Fifteen per cent probably on $1.28dmething less
than three cents though, isn't it?

MR GOODMAN: It is about three cents, yes.

THE CHAIRMAN: Even though it is some instances aliauat cents, so two cents
is probably more reasonable, while three cents is gattineasonable, because 50
per cent on a — | am just - the reason | am testibgdause | am just trying to
understand the value of having the wholesale and reta@spuio there, but - - -

MR LING: If I could just make a comment on it, tialg about being transparent is
that if there is a 10 cent increase in the price of &ethat during the day — people
get very upset about that because they say a rise hadugdlO cents and when there
hasn’'t been any, you know, general medium, world prideéeSingapore price, they
just assume that the retailers have taken the exireyror they just don’t know who
is getting it, so they get very — our phones just run lenathat happens.
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THE CHAIRMAN: Tell me, in the period prior to it beirgked up by 10 cents as
you have described it, if the wholesale and retail ptcaved that the retailer was
actually losing money, what would the consumer say?

MR LING: Well, they would be very concerned.

THE CHAIRMAN: They would probably be elated too if tHewred their own
pocket. But if it showed that for a period of time thegre losing money and then
the price was hiked by 10 cents, so that they were makingymanoeld they take
account of the loss beared or they would just simplgeebn the big differential
between the — that is the reason | asked the question -

MR LING: Yes.

THE CHAIRMAN: - - - because some times, you knoveréhcan be a selective use
of information which can - - -

MR LING: Yes. | mean, unfairly the consumer takesuit on the retailer and not
the distributor or the wholesaler and the oil companibsy tend to — it is where
they buy their petrol that they express their coreedrguess what we are asking
from them is a bit more transparency so that the martgat are made through the
industry are fair and people are more comfortable witttliey understood what the
structure was.

THE CHAIRMAN: The judgment of what is fair will bmade by?

MR LING: Well, to put it at this stage, the consurhas got no idea what is fair or
who is getting what.

THE CHAIRMAN: You know, just trying to understand who haharge what is
fair once the wholesale and the retail price are puth@RACT or the consumer or

MR GOODMAN: The consumer.
MR LING: The consumer.
THE CHAIRMAN: Okay.

MR GOODMAN: | think the other thing is that, you knoyau have got a Coles
Shell site that is on one side of town there caa b8 cent difference from one
service station to the other, which is the same distobwhain and | think our
members find that very difficult to comprehend that theygoing to drive, you

know, from one side of the city to the other, a kilomgénd there is going to be a 10
cent a litre difference and it is not — this is ngtod know, this is just — this happens
consistently. So it is — and that is why | think thestamer gets very confused.
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THE CHAIRMAN: Okay, the only absent voucher is thathe FuelWatch scheme,
the Western Australian scheme which has two elemdrits.first is the posting of
the price onto a publicly available website and commemtaydaily basis by the
news media as to what are the lowest priced sitesteet; that is the transparency
issue. The other is the fixed price for 24 hours. Ngustlwant to bring these up, |
take it that you are clearly in favour of the firgrakent, which is the transparency
and the information available to motorists. In termthef fixed price for 24 hours,
do you favour that as well?

MR GOODMAN: Well, in my view we have been watchingetry closely and
talking to our colleagues in Western Australia and weeretlare circumstances —
there is superficial evidence that the price of fuehat tapital city is on an average
about 1.7 cents less than other averages in captited around the country. | think
that as far as that price being fixed for 24 hours, thdébatable. | think it is more
on a basis of making sure that the consumer is infommhede the prices are,
whether you fix them or not, although the price is lodged then there is change
within the next hour, | think the consumer is going &ketheir decision - - -

THE CHAIRMAN: Yes.

MR GOODMAN: - - - quicker when they see that that@iis being changed, been
put on the site at least, and when they drive arounddireer it is changed, well, the
consumer is going to make their decision, but the ladgkfofmation to the
consumer here is our concern in fact and that is wdgpend a lot of money each
year doing this survey on a weekly basis and we providethatr website for our
motorists to be able to go in and view it.

THE CHAIRMAN: So really to summarise then, the mmesnt - or the
development of what you are currently doing on a web#his to a more
comprehensive analysis on a daily basis, or eveninel what would be a benefit
to the motorist but you have been equivocal about whetBdrhour fixed price is
significant.

MR GOODMAN: Yes, that is it, yes.

THE CHAIRMAN: Thank you very much, gentlemen.

MR GOODMAN: Thank you.

THE CHAIRMAN: Appreciate your assistance.

<THE WITNESSES WITHDREW [12.09 pm]

THE CHAIRMAN: Could I call forward now Mr — | think is Mr Malcolm Little,
General Manager of the Tasmanian Automobile Chamber win@oce.
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MR LITTLE: Good morning.

THE CHAIRMAN: Good morning. Mr Little, although | hayest named you and
identified you, just for the record, if you could stateiyname and role with the
Tasmanian Chamber.

MR LITTLE: Malcolm Little, General Manager, TasmaniAutomobile Chamber
of Commerce.

THE CHAIRMAN: Thank you. And are you happy to takeoath or affirmation?
MR LITTLE: Oath, thank you.

THE CHAIRMAN: Thank you, if you could take the bibleyiaur right hand and
read the oath.

<MALCOLM LITTLE, SWORN [12.10 pm]

<EXAMINATION BY MSFORSYTH [12.10 pm]

THE CHAIRMAN: Thank you. Ms Forsyth.

MS FORSYTH: Thank you, Mr Chairman. Mr Little, caou start by explaining to
the Commission what the Tasmanian Automobile Chamb@oofmerce is and who
the members are and how many members there are?

MR LITTLE: We represent the retail automotive industtlgat being from right the
retail end of a car from cradle to grave, the deéheough obviously the service
stations, the repair network and even right down to ttychers. Our membership is
340 and of those around about 80 are service station members.

MS FORSYTH: And are those 80 service station memloatsesed throughout
urban and regional areas?

MR LITTLE: Yes, they are.

MS FORSYTH: So your members consist from a petrolgsatsve of consumers of
the product and some sellers of the product, is thatat@rre

MR LITTLE: Consumers in the sense of any membehef any of my general
membership that, yes, they consume petrol, but in tberostances today are the 80
members that are retailers of petrol.
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MS FORSYTH: That'’s right, so in terms of the peogleo are not retailers of
petrol, their interest in this inquiry would be broadfya consumer; there is really
nothing else that - - -

MR LITTLE: Correct.

MS FORSYTH: That don’t they have a role — theyrasetransporters of petrol or

MR LITTLE: We do have one or two members that dogjpant petrol but | am not
— | don’t seek to represent them today.

MS FORSYTH: And on what basis can you represent wikats of your members
- have you spoken with them? Do you have regular meetihgee you gather
views? How have you gone about getting a unanimous vbloean call it that?

MR LITTLE: 1don't think there is such a thing as a mimaous voice.

MS FORSYTH: No, it is different, but they have aepresentative here today so |
am just trying to work out where it comes from.

MR LITTLE: We seek the view of our members from vasavays, including we
do a member — what we call a “briefing” and - - -

MS FORSYTH: How do you gather that?
MR LITTLE: We do those quarterly.
MS FORSYTH: Yes.

MR LITTLE: And have them — we collect them around $tate, but more
particularly it is the members that contact me wiiiirt views and over time, of
course, we will get information talking to members oweious subjects particularly
that relate to the media.

MS FORSYTH: Right. So you have gathered some infaomdtoth from
guarterly meetings and through informal information gatigeprocesses and
therefore you feel equipped to be able to represent thes wethose groups today?

MR LITTLE: Yes.

MS FORSYTH: Well, if we can first of all move tbe service station operators as
a group of your members, because | think they are probabgydl we are most
interested in as distinct from the other members wharare the general consumer.
We have heard from organisations such as the RACT, vgnesent Tasmanian
motorists. Can you tell the Commission the sort cdragements that your members
have in relation to selling petrol on a broadly - whabuld call, small independent
service station operations, or are they part of aligmedps?
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MR LITTLE: That is quite an interesting one becatlsre are so many diverse
relationships with the oil companies.

MS FORSYTH: Exactly.

MR LITTLE: | would say that we don't directly repregeil company operated
sites — directly operated sites. We represent thaséntid franchise, are
commission agents, those that are on supply agreeamahtbe very few in this state
who are genuinely independent.

MS FORSYTH: Right. So some of your members agnatl but they are not
dealer or oil company owned sites?

MR LITTLE: Correct.

MS FORSYTH: So they might receive branding from €2aitex and they might
receive — well, on commission agents who actually wdr@taeven own the petrol, is
that right, they - - -

MR LITTLE: Yes.

MS FORSYTH: The commission agents will in fact kvap and get the
commission on what is sold and perhaps get the revenmettieoconvenience store.

MR LITTLE: Yes, thatis correct.

MS FORSYTH: So the larger number of category of menmthat you represent.
Now, do you have any view from the members and | underdtandhey are
necessarily broad, as to the wholesale market in &asnand any difficulties or
otherwise in obtaining supply at a price?

MR LITTLE: At a price. The issue in Tasmania istttieere is effectively no
competition at wholesale level.

MS FORSYTH: Could I just get you to explain that becauseare all just sitting
and hearing about that?

MR LITTLE: Yes, okay. No competition in a sensen& have very few genuine
independent operations in this State that buy — spot butharefore that via various
arrangements most of the resellers in this Stateraseme form of contractual
relationship with an oil company or distributor.

MS FORSYTH: Can you let me know who are the reetleat you are talking
about and what their links are so we know?

MR LITTLE: Well, those resellers are those that an supply agreements,
franchises and agency agreements.
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MS FORSYTH: Are you talking about the service stateasisigencies?

MR LITTLE: The service stations. So because o$¢heelationships they are
bound to a particular supply, so therefore they haveho@e as to where they buy,
so therefore there obviously there is no compettiod in this State there is to be
very few independently branded supplier — shall we say/eeselObviously |
remind you there is one who is in the market today,gadith validity, with a one-
man band to be able to spot buy; very, very few.

MS FORSYTH: Now, in terms of the difference betwé asmania and other
centres you mentioned that many of the resellers aa@ +%ay, aligned to a
particular brand. That is the case in most other &lagities as well, is it not?

MR LITTLE: That's correct.

MS FORSYTH: So why is Tasmania different in termshefwholesale market
having less competition or was your comment that thdeshte market generally in
Australia doesn’t have sufficient competition?

MR LITTLE: Whilst | don’t endeavour to speak from aioagl standpoint, | don’t
really believe that there is any competition in theolgbale market in that the
relationship in this industry is very one lined and becausdomé have those
independents that exist on the mainland, you know, thes@untf the like, who can
negotiate various purchase agreements, so in Tasmanaufaalyiit is a very —
there is virtually no competition because of thosgralients.

MS FORSYTH: So because most of the stations agaetdialready to an oil
company with some kind of supply agreement that is yoncerm, is that correct,
that there is no move?

MR LITTLE: | wouldn’t suggest that there is a conceecdwuse firstly, because of
that — | suppose you could say because of the lack of ciimpeit the wholesale
level, it puts most of my members on a relativelyreptaying field at that point so
they need only really worry about the competition edtail level for them.

MS FORSYTH: Right. So there is a lack of competitis that there is not much
choice of supply?

MR LITTLE: Correct.

MS FORSYTH: Okay. Do you have any comments to maka fraur members as
to how competitive any negotiations are on price in Tagnéyou are a reseller of
fuel?

MR LITTLE: From a wholesale point of view?

MS FORSYTH: Yes, | meant from a wholesale perspecin obtaining the fuel?
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MR LITTLE: My understanding is that there is no nedaiato be had.

MS FORSYTH: And can you explain to the Commissiomtwyou mean by that
and any evidence that you have of that?

MR LITTLE: The oil companies have a daily price, whismot negotiable and
then the purchaser then obviously has to pay transpodthadadministration and
potentially the marketing costs as well.

MS FORSYTH: Are you saying that most oil companie§aesmania sell on a
terminal gate price basis to your members?

MR LITTLE: Terminal gate price isn't particularly refent here, it is probably to
be only best used as a gauge.

MS FORSYTH: A benchmark?
MR LITTLE: As a benchmark.

MS FORSYTH: But what price do — and obviously it etent for all the 80
service stations, but what sort of arrangements grage for your members in
terms of obtaining fuel, is it a wholesale list pricead GP plus a certain cents per
litre; how does it work?

MR LITTLE: Well, | can’'t speak directly to that amdaybe as others could, but
more so the oil companies have a dictated wholesale pni@ day by day basis and
that is the price that my members will be paying to okxapply.

MS FORSYTH: You said on a day by day basis, are yomgdlyat your members
tend to buy on a spot basis rather than on long termysapptracts?

MR LITTLE: | can’'t answer that question.

MS FORSYTH: If they are on long term supply consapresumably it wouldn’t
be a day by day basis price, or it may be a formula wikiblsed on a daily rate.

MR LITTLE: | would suggest that, given the nature of myst of my members
being — and their relationships, there is almost nobodwguld think, would be on a
long term agreement, so therefore - - -

MS FORSYTH: But you don't have any evidence of thattie Commission, Mr
Little?

MR LITTLE: Correct, | can’t give you any evidence, buattbat assumption,
therefore they are effectively spot buying as required.

MS FORSYTH: Okay. Do you know where fuel is suppliearffor your
members? Now, | ask that question and | am askingéirins of all the way back to
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the refinery, do you know whether or not fuel is suppligdfisam a Shell refinery in
Altona or Geelong down to Tasmania, goes to a termmaicked up there; do you
know whether it comes from anywhere else in Australia?you know who is
supplying the fuel?

MR LITTLE: Not accurately. Having spoken to some terinnanagers my
understanding is there are various places, including eaethat our fuel is dealing
to and that at times, even in the various terminatkarState depending on the route
of the tankers, that could — we could have fuel from @z ®r from Shell or it

could be from anywhere.

MS FORSYTH: But you can't give any actual evidence tadQbenmission as to
where the fuel that your members obtain comes fromgeneral rule?

MR LITTLE: No.

MS FORSYTH: In any event it might come from a e#yiof places and you are not
sure?

MR LITTLE: Correct.

MS FORSYTH: Correct. Okay. Now, presumably your mesbave asked
service station operators to frequently set board prie#isat correct, because most
of them are not company owned sites?

MR LITTLE: They are not — just be careful here ythee not company owned sites
but many can be influenced by - - -

MS FORSYTH: Or the commission agents presumably-wiH

MR LITTLE: The commission agents supply and the I8e@from a generalisation
most of my members are able to set their own board.pric

MS FORSYTH: Now, can you give the Commission any s as to — |
understand that it is necessarily difficult, but perhapsgan give me some
examples or using your mind, some examples that you knout alb how board
price is set in Tasmania and what the make up of thasez And if we need to go
into any confidential session to do that | can do gb] lwould have thought you
might be able to give us an indication as to the dosverheads of running a site,
the cost of the transportation of the fuel if the s@r\station operator has to pay for
that directly and it is not provided by an oil companywouch accounts for
margin; those sorts of things? Can you give the Cosiomsany indication as to
how the Tasmanian system operates, both country and urban?

MR LITTLE: No, I couldn’t give you any information dhat subject.

MS FORSYTH: Is there any way you could obtain sofrtdat information from
your members, even on a confidential basis and providéaiiae Commission?
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MR LITTLE: Possibly. Itis not a relationship thaé seek to hold with our
members, many wish to keep that information to themselves.

MS FORSYTH: And perhaps — | don’t know if it would be uséduthe
Commission if you could perhaps make some investigatofisd out whether or
not that will be - - -

THE CHAIRMAN: That would be helpful if we could - - -

MS FORSYTH: Yes, it would be helpful.

THE CHAIRMAN: - - - just to get a bit of substantirdormation.
MR LITTLE: | gather you would try to get - - -

MS FORSYTH: What we might be able to do is to setf@uyou what - there is no
desire, but it is useful for us to be able to see in soitleese locations the make up,
say for example, of transport costs. Frequently taezallegations made that the
board price doesn't reflect the difference in transposts and to would be useful for
us to see exactly what the actual board price is arsk tharious make ups.

MR LITTLE: Yes, | will be happy to do that.

MS FORSYTH: So make the inquiries and we can folloat up. Can you give the
Commission an indication as to whether or not costs for running a service station
in Tasmania might be higher or lower than in say,ddeine? Is that again
something that you might be able to - - -

MR LITTLE: No, look, | couldn’t answer that one.miean, again it is not only that
we seek to deal with our members.

MS FORSYTH: It might be something we can follow ugiseparate session. In
terms of retail, you may have already heard my questmti'e RACT on this issue,
but in relation to price cycles in Tasmania, do you hayevéews as to why there is
no price cycle in Tasmania and whether that is a gobaddthing?

MR LITTLE: |think it is actually a good thing that waven’t had the price cycle.
MS FORSYTH: And why do you think it is a good thing?

MR LITTLE: Probably - if | could, | would probably jump possibly a question
that is to follow, which you asked the RACT about why dbesmainland have a
price cycle - - -

MS FORSYTH: Certainly.

MR LITTLE: ---and | have often found myself dealingiwthe media locally
trying to explain that - the RACT often use very peakewiin their comparisons and
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| have had to try and explain to the media, who areonis\y unaware locally of the
distance of the price sale from the mainland, thaeradrihe areas that is direct over
basically who own the back of public transport and denagwadsupply, that there are
so many people on the large petrol pump areas are beingeebyday, like other
transports, therefore not using fuel and not in a positditi their car up, so
therefore the demand is decreased on those - partictiarfirst four days of the
week and as a result to keep up —to increase the demanmtici is reduced. So it
is important that we explain — we have had to explzn lbcally because the media
gets confused and things get a bit out of hand, the wholgsthigts hyped up.

MS FORSYTH: Although in Melbourne prices generallyaasle go up on
Wednesdays, is that right?

MR LITTLE: Look, without being an expert on the sudjé has moved over the
years.

MS FORSYTH: If it does go up on a Wednesday, hoesdbat hold true with your
argument that it is as a result of people not using taes during the week?

MR LITTLE: |am speaking there — | would suggest thabinmenced from a
historic basis - - -

MS FORSYTH: Right.
MR LITTLE: - --and not necessarily today refleetiof its proper original.

MS FORSYTH: So it is historically based and now tbestimer has got the habit,
is that how - - -

MR LITTLE: Idon’t know if it the consumer or thretailer or oil company to be
honest.

MS FORSYTH: Or both?

MR LITTLE: Thatis my — the foundation from my books, going back to
Tasmania, we have had very stable prices over the gadrthe community has
benefited from that stability. In recent times weéda we have no competition in
the market, it was very competitive in 2000 — around about 20@d we had
Liberty come to Tasmania; that died off and then mecemtly with United coming,
so we now do see discounting cycles but not in a wasklie and interestingly the
community is upset — has been disturbed by that. Iveceany a call where people
don’'t understand why that is so one of the benefits ofrysdisadvantages of
cheaper prices has been the discounting cycle thabwdimd ourselves in.

MS FORSYTH: So is the situation in Tasmania now gl&isome cyclical
movement that is not regular and therefore theresodinting followed by a price
hike?
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MR LITTLE: Yes.
MS FORSYTH: Oris it more a regular fluctuation up andi®

MR LITTLE: There is discounting followed by a price hiké&h no rhyme or
reason to the cycle.

MS FORSYTH: To the timing or the hike?
MR LITTLE: Correct.

MS FORSYTH: And is your evidence that Tasmanian coessi@re not used to
that and doesn't like the hike or perhaps like the discog®ti

MR LITTLE: Absolutely, they don't like the hike but thegn’t mind the
discounting and of course they don’t understand what is gwingith that
discounting.

MS FORSYTH: Now, we have heard some evidence todeghmve haven't really
had an opportunity to digest properly. The RACT has providash#iering of sites
and various prices around Tasmania. Their evidence wasahsistently United is
probably the biggest discounter as the lowest price Wellbperhaps by the
supermarkets and then the remaining players above thatusbyisome of the oll
company branded sites. It is difficult because thexesarious different categories
of sites and | accept that. Is that something thatay@aagree with from your
observation?

MR LITTLE: Yes, | would agree that the market is prebeis being — in recent
times has been set by United.

MS FORSYTH: Do you represent any United service staiiwners?
MR LITTLE: | do represent some of the United sengtagion owners.

MS FORSYTH: And would they — do you think they would agsété that
comment too that they would consistently be one obtiteom of the market?

MR LITTLE: Without disclosing the relationship thaethhave with United,
possibly.

MS FORSYTH: Do any of your members receive support fitearoil companies?
MR LITTLE: Yes, some on a regular occurrence, yes.

MS FORSYTH: And is that presumably dependent on ttegoay of a relationship
that they have?
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MR LITTLE: Yes, they would have to be either a friaisee or on a supply
agreement.

MS FORSYTH: Do you think that has had any impact one¢bent fluctuations or
has that been — the price support been in existencddag geriod of time?

MR LITTLE: No, it does, from the point of view thtte price support allows the
oil companies to basically take control of the situatand allow below cost selling
to happen, but also - of course it also enables anmpaay to withdraw support
and effectively force the oil price back to a genuinaikerice.

MS FORSYTH: Well, from the viewpoint of your membeaad | understand this
might be a difficult question, but just picking up on what yourself said, is the
withdrawal of price support effectively — I will re-phrasg question. If price
support is withdrawn do your members feel they effectinelyd to raise their prices
to stay competitive — sorry, to maintain their masgin

MR LITTLE: Given that generally if price support is olved the retail price is less
than cost, then my members aren’t in a position iovtltheir money away, so they
are bound to increase their price; how far up is theice.

MS FORSYTH: Their choice, right. Now, in relatito the shopper docket
scheme, do you have any members who are service statiwnothat honour the
scheme?

MR LITTLE: Idon’t have any members that are dingatlvolved in the scheme.
There are some members about, or there were — Ilmaspecific right now, for
competition sake, have actually accepted effectivelgtmapetition’s vouchers. |
am not sure if that continues.

MS FORSYTH: So what has been the impact of the shajguket scheme on your
members?

MR LITTLE: The shopper docket - - -

MS FORSYTH: | am talking about the service stati@mhbers, not the other
organisation’s members.

MR LITTLE: Yes, yes.

MS FORSYTH: Sorry to do that but it is simply — prolyatmlore relevant to this
inquiry.

MR LITTLE: No, no, I do — 1 am not, | am not — bwid tell you if | am speaking
for anyone other than the service stations.

MS FORSYTH: Right, thank you.
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MR LITTLE: The problem here is that we really don’okn because you don't
know if — what percentage of the shopper docket salee telahopper docket or in
fact they are really the board price and of courseethe various percentages of
cents — varying cents per litre of the discount. Haeg had — how is that impacted,
yes, the margin — or should | say the percentage of styypBoles and Woolworths
has impacted the market.

MS FORSYTH: And how has it impacted the market?
MR LITTLE: They have got more supply and my members havdoubt had less,
however, the members, they are still battling to — ewsgyhas been battling to

maintain their share.

MS FORSYTH: Just sitting back and you said, “My memberge had less
supply.” Do you mean they have received less fuel frem -

MR LITTLE: No, no.
MS FORSYTH: Itis not that they have received lessdumes at their sites?
MR LITTLE: No, a lesser portion of the market.

MS FORSYTH: So their volume is down, would that berect, their proportion of
the market is down?

MR LITTLE: In a sense, yes, but it has also bessolved — partially resolved by
the number of sites that have closed.

MS FORSYTH: Well, perhaps you can explain to the @@srion what you mean
by that, or what has happened, which sites have closedanthat has impacted?

MR LITTLE: Look, I will actually refer to the StatBovernment’s paper - - -
MS FORSYTH: Yes.
MR LITTLE: - --Ithink they probably encapsulatedilittle better.

MS FORSYTH: They provided tables, which gives the nurolbsites that have
closed.

MR LITTLE: Theydid. In 1993 there were 325 sites in $tate, by 2003 that was
down to 285 sites and - - -

MS FORSYTH: It went down to 214.
MR LITTLE: Okay, maybe I - no, 285 in '93 and 2006, 214.

MS FORSYTH: 214, that’s right.
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MR LITTLE: So we have seen quite a rationalisatidnich obviously means that
there is a slightly larger portion for the remaining@sit

MS FORSYTH: So is your evidence that the volume deertdas mightn’t have
occurred as a result of shopper dockets has been somealdnated out by the
closure of some smaller sites?

MR LITTLE: To some extent, yes.

MS FORSYTH: To some extent. How have your memiesgonded to the
shopper docket schemes?

MR LITTLE: Initially there were — there was lotstalk about finding alternative
marketing schemes. There is — some were involved woSavers and a myriad of
others that followed. 1 think most of those have pretixch disappeared today. The
way that - - -

MS FORSYTH: Why have they disappeared, they didn't work?

MR LITTLE: | can’t answer that, if they disappeateam assuming they didn’t
work; they weren’t working.

MS FORSYTH: Probably a fair assumption.

MR LITTLE: To be honest, most of my members aréott fussed now about
shopper docket schemes, they seem to sort of — evenas @ad Woolworths, while
people obviously use the things, it is not a — there ishot of hype about it and
Coles and Woolworths tend not to price setters, theprice followers, so you
know, they are not the ones out front, they just oel that discount to attract their
custom and generally my members haven't said to me intréoges that they are
concerned about the shopper dockets per se.

MS FORSYTH: Okay. Mr Chairman, | don’'t have any lfiert questions for this
witness. Is there anything that need to be raised b@ah@mission?

COMMISSIONER MARTIN: Just on the issue of the oilges, | just wanted to get
clear in terms of — some of your members who are fraaeBiwould set their own
board prices.

MR LITTLE: Generally not, not as a franchisee, batytban.

COMMISSIONER MARTIN: But the commission agents-- -

MR LITTLE: 1 would say — | can't speak accurately oa ttase of franchisee
because there is, | think from the top of my head tisepaly about 12 in the State

that are directly franchisees.

COMMISSIONER MARTIN: They own the fuel and - - -
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MR LITTLE: Yes.
COMMISSIONER MARTIN: And they are buying the fuel?

MR LITTLE: Okay. The involvement of a number of gps there, you have got
those that are directly run by the oil companies, gwirely control the process.
You have got franchisees and those on supply agreementrg/adarge portion of
the market, who buy their fuel and own their fuel ieitlhanks and can control their
price and then you have got the — a growing number of cagiamiagents who have
little or no control over the price of fuel.

COMMISSIONER MARTIN: And you said in relation to timolesale price that
there was no competition at wholesale price, doegtiean that TGP is the same for
allthe - - -

MR LITTLE: No, there is a variation but most oete people can't buy from, if
you like, the opposition. If you are bound by an agreetee@altex you can’t buy
from anyone else.

COMMISSIONER MARTIN: Well, for instance, United hageme in — they must
be seeking — who do they source their fuel off?

MR LITTLE: |- without having first hand knowledge, | ungiamnd they have
capacity to — they have agreements with two of the oipamies to take supply.

COMMISSIONER MARTIN: So obviously there is a bit@impetition there?

MR LITTLE: In - for them there is, but for everybpdise there isn’t. There would
only be — if we looked for a genuine independent, leaving dloareded
independent, we only have two branded independents in Linedtynited. There
are very, very few others in this State, unlike the madlaf Mum and Dad
businesses that can have any control whereby the hatatwhole control over
where they buy their fuel.

COMMISSIONER MARTIN: Yes. And you may not have timformation, but
generally are your members saying that their margirstait now are sufficient to
make them viable; | mean, | know there has been satimmalisation, but from the
fuel side?

MR LITTLE: Yes, | agree that from the retail ertéht they are doing reasonably.
Of course they normally rely on other services, shapkghops and the like more so
than their making anything out of the fuel. With thecdisting cycle it would

seem, because we are seemingly meeting margins fes@sléhrough 10 cents, so
trying to find the average in there is probably the reastme

COMMISSIONER MARTIN: Yes.
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THE CHAIRMAN: | just wanted to test you a bit on teproach to the discount
cycle, the price cycle. Actually we have been arcAustralia at the moment,
getting toward the conclusion of our initial inquiries, g have been getting some
interesting views from consumers, motoring groups and srp@nd retailers and
the views appear to be on the following lines; in soaggonal areas where they
don’t have a price cycle they wish they did and théytethat their urban cousins in
having a price cycle. The suppliers, that is the reta#lee saying — they have been
equivocal, they are ambivalent about it, but they domidnwvhether there is a price
cycle or not.

One retailer tried to get rid of the price cycle, triedlampen it in Adelaide two or
three years ago, but found resistance from everylgee &o it appears that
everyone else seemed to like the price cycle, anth#ie influence didn't like the
price cycle. You have indicated though that your initiqlexience here in Tasmania
is that the advent of a relatively mild price cyclgisving to be a source of
disaffection for consumers. Can | just understand®thatit because they are not
used to it, because they are not being advised to buy babttwen of the cycle or
when the bottom of the cycle might be or what issirag the disaffection, because it
seems out of sync with the views that we are gettindgp@mainland?

MR LITTLE: Because the Tasmanian community is usedtiniy very stable
pricing, recently with the introduction of discounting legcthey — the phone doesn't
ring when the price is on the way down, the phone nvigsn the price goes up and |
think as the RACT suggested that the community doesn’t uaddriow it works.
Now, | have spoken with my members and we have oftethigmdiscussion. The
reality is that the consumer only cares about tteel @tice. We could spend
enormous amounts of money trying to educate the commumiyho is making
what, when and how, but the reality here is themnig thing that matters and that is
the retail price on that day.

So the Tasmanian community needs to be, if you likedresated that you don't
drive past a service station that — first you have to staled where the bottom may
be and take the opportunity when it is there, but thepatreised to that and | mean,
| would suggest that Tasmanians are best set in theiamgwgs they fill up every
Friday that is probably what they are going to wantd@ud as the RACT suggested
they are liable to go back to the same service station.

THE CHAIRMAN: All right. That’s it, thank you.

MR LITTLE: Thank you. Thank you very much indeed.

<THE WITNESSWITHDREW [12.41 pm]

MS FORSYTH: Mr Chairman, could we have a five minueak between this and
the next witness.
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THE CHAIRMAN: Yes, sure. And then as soon as wa&dack — we will just
take five or ten minute break, just perhaps have a cupfigecor whatever and then
we will have Mr Batt from the Tasmanian Government.

MS FORSYTH: Thank you, Mr Chairman.

THE CHAIRMAN: Thank you.

ADJOURNED [12.41 pm]
RESUMED [12.51 pm]
THE CHAIRMAN: All right, Ms Forsyth, | think we hae had more than five
minutes, | think we have taken ten. Mr Batt, | welcoma.y

MS FORSYTH: Thank you for the five minutes, Mr Chainna

THE CHAIRMAN: Could you just for the record, pleasatstyour name and role
within the Government?

MR BATT: My name is Chris Batt, | am the DirectmrConsumer Affairs and Fair
Trading.

THE CHAIRMAN: Which is part of the Department of Jast is that right?
MR BATT: Yes, that is correct.

THE CHAIRMAN: Good, thank you. Now, do you wish to gjigvidence under
oath or affirmation?

MR BATT: Affirmation.

THE CHAIRMAN: Affirmation. The card is there ioy could - - -

<CHRISBATT, AFFIRMED [12.51 pm]

THE CHAIRMAN: Thank you. Ms Forsyth?

<EXAMINATION BY MSFORSYTH [12.51pm]

.HOBART 14.9.07 P-45 C. BATT XN
MS FORSYTH



10

15

20

25

30

35

40

45

MS FORSYTH: Thank you, Mr Chairman. Mr Batt, wevdéaeceived — or the
Commission has received a submission from the Tasm&@uaernment dated July
2007. Can | confirm that that is the document which yoe Ipovided — the only
document you have provided to the Commission in relatioinigsanquiry?

MR BATT: That's correct.

MS FORSYTH: That was a very useful submission, kharu for providing that.
What | thought we would do this morning, or this afternotimrik it might be now,

is to work through some of the things raised in that subarisriefly and then go on
to some more general issues for discussion.

MR BATT: Yes.

MS FORSYTH: And | would be pleased to receive any centsiyou have in
relation to the various aspects of this inquiry from @overnment perspective. Do
you have a copy of that document in front of you?

MR BATT: | do.

MS FORSYTH: It might be most useful if | can tal@iyto some various parts of it
so that we can get some clarification of some ohthéers that you have raised.
Does the Commission have a copy of the inquiry +goghat it may be easier to
follow?

COMMISSIONER MARTIN: Thanks for that, yes.

MS FORSYTH: Inthe introduction on page 3, that indpening statement it was
made there:

That the Tasmanian Government has long been concerned that the price of
petrol in Tasmania was consistently higher than in other Australian
jurisdictions and that this differential cannot be explained by the costs of
transport and petrol to the State.

| was wondering if you could tell the Commission whethienot you have got any
evidence about the cost of transporting petrol to the @irad whether any studies
have been done, investigations undertaken by the Goveriaeut that issue?

MR BATT: No we haven’'t —we don’t have any specifiormation about the cost
of transport.

MS FORSYTH: So that is more a concern that you haised for the inquiry for
us to investigate rather than something you can put forveadisvith evidence.

MR BATT: That's correct.
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MS FORSYTH: So | thought we had — wanted to confirnca fdoving down
through this page, you have also noted - | think it is ingragh 4, the paragraph
which starts, “It is also noted,” the last sentence lyave noted:
Price variations —
Sorry, | should confirm, were you responsible for the magpan of this document?
MR BATT: No, but | contributed to it.
MS FORSYTH: You contributed to it, SO you are ablepeak to it to an extent?
MR BATT: Yes, | am happy to do that.
MS FORSYTH: You noted in this document:
Price variations within Tasmania suggest that there may well betstalc
factors within the Tasmanian market place that prevent the price @il fretm
settling at competitive levels.

MR BATT: Yes.

MS FORSYTH: Again, if you could explain to the Comnosswhat those
structural factors are that we may be able to takeuatad?

MR BATT: The simple answer is we would not be awarihe structural factors,
but it is our view that the competition isn’t as goodt asuld be and we think that
some of the emerging trends are indicative of increagingpetition and so we draw
from within a broad sense about the fact that we \aelibat the market has a
capacity to be more competitive than it is at the m

MS FORSYTH: Right. So the structural factors ard@ps that there has been
historically less competition, but that that situatismproving, to use a point in a
word.

MR BATT: Improving, but we think still has some waygo.

MS FORSYTH: Still has some way to improve. And filiow up sentence to that
comment is that:

The price of petrol appears to be strongly influenced by the conduct of the
sellers as well as international market forces.

Can you explain to the Commission anything about the comdube sellers that
you wanted to portray in this comment?

MR BATT: Well, | think it is relevantly detailed imé& subsequent paragraphs and
certainly the conduct of the sellers in terms of diNieegion of products, in terms of
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the diminution of digress services for example, the eotmation of another in the
reduction of a number of sites and therefore the gréatas on volumes rather than
increasing volumes. All of these are things again whiehl-avhich go to the actual
competition and so it is the conduct of the sellersthedncrease in the level of
competition which is really the message which | would pawvérd.

MS FORSYTH: Thank you. Now, you have provided a very usefmmary at
pages 3 and 4 of the submission as to those factors thabysider have influenced
the level of the competition in Tasmania. And | $eefirst two in that list are
population size and geographic location. Now, | can uraletdhose in relation to
Tasmania, that makes perfect sense as a small popudatdand a different
geographic location. On page 4 you have noted three odmeeeis you consider
might have influenced the competition in Tasmania andighthe extent to which
discounts are provided by oil companies, the scope otthders’ business
operations and the type of retailer. Now, could youarpgb the Commission how
these factors are different in Tasmania as distioech fother parts of Australia and
why this might impact on the level of competition insi@nia?

MR BATT: With respect to the first and the last afsk three, | am not sure that
there is a significant variation between Tasmaniaather states.

MS FORSYTH: There is a moderate effect of compmatiticross Australia but they
also affect Tasmania?

MR BATT: | suspect so. But certainly with respectld scope of the retailer’s
business operations, | think that is the principal thingweatvould observe and
again with the relevance to that the diversificatibproduct range and subsequently
a lesser reliance on petrol sales and also the dimmirtidrive way service. | think
that is - - -

MS FORSYTH: You did explain that in the submission bubhggs if you could
just summarize it very briefly for the benefit of tBemmission.

MR BATT: Well, until recently many service stationst simply sold petrol; that
was their primary product and | think now it is not difilicto find service stations in
Hobart that sell a whole range of grocery goods, inclufiiegiood, briquettes, and
sell all manner of pet food, coke; that is the predominaminaon range. Also until
recently it was probably difficult where self-servatigins were probably here five
years ago and it is now becoming increasingly diffidulink almost on a working
basis there is a disappearance of a self-serve — avdgngervice and there appears
to be a trend towards, you know, presumably becausaatl@nger competitive to
provide that service, | don’t know, but that is a presuompbin my part. So those are
the trends that we have observed.

MS FORSYTH: Over what period of time have you obsédrthose trends?

MR BATT: We haven't actually documented that but | vdosdy from the first it
would probably over the last two to three years it has lparticularly noted.
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MS FORSYTH: So since the entry of the supermarketparhaps a player such as
United entering the market?

MR BATT: | think that is probably the case, yes.

MS FORSYTH: Would it be correct to say that the éase in competition caused
by the entry of those players in the market, if | calhitthat, might have put
pressure on the service stations to need to derive somngeincome from non-fuel
sales, is that - - -

MR BATT: | think that is clearly the case, yes.

MS FORSYTH: That appears to be the case - - -

MR BATT: Yes.

MS FORSYTH: - --in many parts of Australia. hirtk that is what you referred to
on page 4 inn relation to diversification towards non-pgiroducts. Just by way of
some further clarification, have you seen this moveatowon-fuel size across the

board or is it specifically related to types of brandsutlets or is it fairly common?

MR BATT: Again | am not sure. My personal sort ofetvation is that there is
probably a predominance with some outlets - - -

MS FORSYTH: And what sort of outlets are those?

MR BATT: - - - with particular brands - with partiem companies.
MS FORSYTH: Do you have any - - -

MR BATT: Well, BP springs to mind.

MS FORSYTH: BP?

MR BATT: Yes. As | say that is not sort of inranalysis but that is my
observation.

MS FORSYTH: BP obviously doesn’t have a supermarkietnake?
MR BATT: No.

MS FORSYTH: Do you think that might have had an immacthe fact that it has
upgraded its convenience stores?

MR BATT: | suspect it has created a certain opportunity

MS FORSYTH: On page 5 of your submission you have looKittleabit more at
this increased competition and noted:
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There are 15 service stations in Tasmania operating under the Coles &£xpres
brand.

Now, | just wanted to get some clarification as to whéose are located. Are they
urban, rural or across the board?

MR BATT: |don't specifically know, I think they argenerally spread.
MS FORSYTH: Generally spread?

MR BATT: But | am not absolutely certain.

MS FORSYTH: Right. And then you have noted in table -

THE CHAIRMAN: Mr Batt, | am sorry, we have a bit jompetition here from the
refrigeration units; it is just getting a bit hard to he@kay. Would you mind just
sort of — perhaps if you could pull the microphone a bl to you. | am sorry
about that, but it is.

MR BATT: Is that better?
THE CHAIRMAN: That's better.

MS FORSYTH: That's possibly better. And if necessary can address your
answers to the Commission rather than to me.

MR BATT: Okay.
COMMISSIONER MARTIN: If he does we will all hear him

MS FORSYTH: That’s right. On table 4, | think | sveeferring to, which is on
page 10 and also referred to on page 5 of your submissioted aaecrease in the
number of service stations, which is an interestinggtthat is referred to by the
Chamber of Commerce previously, but the number of sertatiess has gone down
from 325 in 1992 to 214 in 2006, which is quite a significant decredeey, |
understand there used to be a roster system in Tasmagelation to service
stations, is that correct?

MR BATT: Yes, that's correct. There was someustaly framework that had to be
required - - -

MS FORSYTH: And that required certain service stattorize open at certain
periods of time, is that right?

MR BATT: There was an arrangement whereby servat@osis opened and some
agreed not to open.
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MS FORSYTH: And did that result in there being perhapse service stations in
Tasmania than was required for the venue, a fair asgunfipt

MR BATT: There was a view that that prohibited contjmat and the Government
acted to dismantle that roster system in order to isereampetition. | think there
was a clear intent for the Government to do thatoewiad about 1992.

MS FORSYTH: And does that mean that the — | guespdim | am getting to is,
are some of these closures as a result of a threwfam your roster system and
there perhaps being more service stations in the mékethe market can in fact
bear from a competitive point of view, is that a taamment?

MR BATT: | think that is certainly the case in issare@ we suspect that the
continual answer of the continuation of that trendwadhink increasing
competition at this end is probably accountable for that.

MS FORSYTH: Are you able to hear adequately at the momith the
refrigeration?

THE CHAIRMAN: Yes, if you could — if you could over cpensate it would
assist us.

MR BATT: | will do what | can.

THE CHAIRMAN: Thank you. Sorry, about this but itjust outside our control.
MR BATT: Usually if you speak too close it muffles youarice.

MS FORSYTH: That'’s right. We just have that contjmeat.

THE CHAIRMAN: We have tried to have that turned lodit | suspect that it will
result — it would be a bit too warm, so - - -

MS FORSYTH: Okay. Well, we will have that litggoblem until lunch time.
Moving on to this issue just again on rationalisatiothefsites, | guess the question
| had is to what extent is it your view and if you caxpmress any view of this, don't
do so, but the closure of sites is a bit of a natural pssgne as a result of perhaps
one element being an overthrow from the roster sysperhaps a natural
rationalisation which is occurring in Tasmania. Andvtmat extent do you see it as a
result of other factors and if there are factors wiase factors are?

MR BATT: |am not aware of any other factorshihk it is a continuation of that
change from the roster system and competition, | thiakreally is sufficient to
explain the manifestation.

MS FORSYTH: So from the Government perspective youtdm® anything
particularly sinister in the site closures from a pefition point of view, it is
something that just happens fairly naturally?
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MR BATT: No, we don't.

MS FORSYTH: Thank you. You have also commented at pamiehe submission
and this is consistent with the other evidence we haardtibis morning that with

the entry of United, United has undertaken aggressive disngurDo you — | am

not sure — you wouldn’t have seen this data which has besared by the RACT
and | haven’t yet had an opportunity to go through it, bualosee it as a consistent
pattern throughout Tasmania that United is at the bottaimeofnarket?

MR BATT: Interms of price?

MS FORSYTH: Yes.

MR BATT: As | understand it, yes.

MS FORSYTH: Do you ever take any price monitoring as @lathe Government
process?

MR BATT: We haven't done any price monitoring recesilyce we ceased — since
the Government Prices Oversight Commission ceaseitgric

MS FORSYTH: And so where do you obtain your informaiin relation to prices?

MR BATT: We have not formally been gathering infotima about prices recently,
so it is simply observation.

MS FORSYTH: Observation?
MR BATT: Yes.

MS FORSYTH: But your observation or the Governmgenotiservation has been
that United have undertaken aggressive discounting?

MR BATT: Yes.

MS FORSYTH: And have you seen the entry of United the market as a — at last
we have - - -

THE CHAIRMAN: Sorry, is that you talking, is it?
MS FORSYTH: Itis not new when the problem — you bear perhaps - - -
COMMISSIONER MARTIN: | can hear you, Ms Forsyth.

MS FORSYTH: [ will retrace my steps. What hasrbdee impact of United, do
you think, in the Tasmanian market.
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MR BATT: Itis our understanding that there has besnbject of reduction in
price.

MS FORSYTH: And do you see it as a positive movéhénmarket that there is an
additional competitor there?

MR BATT: Well, | think we see competition as a positthing per se. | might add
that the general observation has been that mighteah the question is to whether
that is going to be long lived - - -

MS FORSYTH: Yes.

MR BATT: - --or whether that is — and | think we madeomment in our
submission that discounting is not always a long term tmbthat things were
unstabilising over time.

MS FORSYTH: But at this point in time your view isthhe discounting has been
beneficial to the Tasmanian consumer?

MR BATT: Yes, well, that is our view.
MS FORSYTH: On page 7 of your submission you have mageyauseful chart
which shows the price differential between Hobart #nedmainland and it is quite
useful to see the way that has moved since 1994. On tiioerbof that page you
have made a comment that:

The entry of discount fuel retailers into the Tasmanian market —
| presume there you mean United and perhaps the supermarkieés,correct?
MR BATT: Yes.
MS FORSYTH:

have resulted in temporary reductions in the price difference.

And then you have noted:

However, this difference then tends to increase again. It isameteether
there is any long term trend towards the smaller price difference.

| think that is what the comment that you were justingko me then.
MR BATT: Yes.
MS FORSYTH: But the graph in your opinion does seenetm 2007 a move

down, can you explain the comment there that thesdban a trend to increase
again? | am just not certain that | have understoodrdqeh properly there.
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MR BATT: |think we were saying from past experiencd ao we can see a
reduction in prices now. | suppose that is a cautionaly to say that in the future
that differential may increase again.

MS FORSYTH: | see, so your comment is not thhag started to increase again,
but that in your experience these things are reciprochilay tend to move up at a
certain point in time.

MR BATT: That's correct.

MS FORSYTH: So it is more a, we need to be wart/tiia may not continue.
What is the Government’s view currently in relatiorthie price differential? We
have heard some evidence this morning from the RACT, wirshthat they were
happy about the fact that the price differential, whitwy previously saw as being
quite wide, has now seemed to narrow and that thabesefit to the consumer; is
that also the view of the Tasmanian Government irtio@ldo that or are there still
some concerns?

MR BATT: We probably — we haven't expressed any concaioosit the price
differential per se. Our concern is whether the pdifferential is related to costs —
you know, relevant costs for example. The price diffiéal is what it is. Our
observation is that over time there have been itidicsaithat the price differential is
subject to competition in the market place.

MS FORSYTH: Thank you. Now, we are moving on to perhkaps

THE CHAIRMAN: Sorry, just before you move on. Batt, | just wanted to
check something. When | look at this chart and | seeythu have actually
expressed in percentage terms as well which refleciswée the per cents per litre
may not necessarily reflect what is really happeninggard to the increase in the
price of petrol that has been occurring generally adresboard. But when | do
look at this chart | see that the peak level of priffedintial occurred in 2004/05
when it was just over 7 cents a litre and then siher it has come down fairly
steeply to its current level in 2007. | am just tryingdooncile those figures with
those put to us by the RACT a bit earlier today wherg Wexe indicating that
before — over the past 12 months, which is | think tine f United’s entry into the
market, that the price differential tended to be — ashahlt want to misquote, but |
think it was tended to be between 10 and 12 cents a litre.

MS FORSYTH: Something like that.

THE CHAIRMAN: Can you assist you? | just can’t recimit with the numbers
that you have given us there.

MR BATT: Well, | can only comment on what we haven the information that
we have given to you. | mean, we are fairly confideith the patterns that we have
demonstrated in our graph.
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THE CHAIRMAN: Okay. And that is the actual Fuel Tkaand on ABS?
MR BATT: Yes.
THE CHAIRMAN: Okay

MR BATT: And it seems to reflect the patterns in dieer graphs that we have
provided in our submission.

MS FORSYTH: And also, | would say, it is a comparigotih mainland Australia
as a whole, not a specific city, is that correct?

MR BATT: That's true.

MS FORSYTH: So it is an average across a numbeitie$ rather than one
specific city | think.

COMMISSIONER MARTIN: Are they based on sort of whe&verage prices or

MR BATT: | understand it is a weekly average price.

COMMISSIONER MARTIN: Yes, yes, which is what theef tracked — the total
run indicates that for all — against all the capitaési

MR BATT: Yes, | think that the prices are comparabtbe-stats are comparable.
MS FORSYTH: And just to confirm again, | am somainland Australia, | think |
mentioned something just to clarify, is that an averdgajoital cities or an average

across the country? Do you know mainland Australia sudatied?

MR BATT: |am not absolutely sure but | presume iin average across Australia;
its capital cities, | presume.

MS FORSYTH: The capital cities.
MR BATT: Yes.
MS FORSYTH: The table 2 on the next page — sorry] bal

THE CHAIRMAN: No, table 1 is the one — Ms Forsytgaa while | am just
trying to do some very quick mental calculations - - -

MS FORSYTH: Table 1 is the capital city petrol psieehich includes some
averages - - -

MR BATT: Yes.
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MS FORSYTH: - --in cents per litre, that is orgpa of capital cites. So it may in
fact go that it is the average of those prices wladbeing compared - - -

MR BATT: It would seem so, yes.
MS FORSYTH: - --but | am not one hundred per centain.

THE CHAIRMAN: | can'’t pick up on those prices any diféntial that is anywhere
near 10 to 12 cents a litre. In fact | am just puzzledetizenothing more than about
five, four and a half cents a litre, so | am just tgyin understand what is — | mean
that is just not a one cent differential, we areitgllkabout RACT as saying that there
is ABS and Fuel Track figures. | think | can apply from tMRACT are saying that
these — Australian Bureau of Statistics and Fuel Trackngrit@gures are out by as
much as 100 per cent.

MS FORSYTH: That'’s right, it appears that these figuwn table 1 - - -

THE CHAIRMAN: Where these figures are produced by theeBurof Statistics
and Fuel Track are correct, then it is either the RACThese ABS Fuel Track
figures, have got a major spanning, because none of thesigoaveg in any of the
years from 1994 to 2007 price differentials between Holataay of the major
capital cities, and leave aside Brisbane because Bedias the State subsidy there,
| think it is just over eight cents a litre.

MS FORSYTH: That'’s right.

THE CHAIRMAN: But if you adjust for that, none ofd@im are showing anything
like a 10 to 12 cent differential. What they are showing o-

MS FORSYTH: The highest is 2007, which is about five £ent

THE CHAIRMAN: About five cents a litre. And if yolook at previous years,
which is the years where the RACT were commenting upecguse they indicated
2007 it might have come back, but if you look at previoussyses, we are still
talking four or five cents a litre.

MS FORSYTH: That'’s right.
THE CHAIRMAN: Okay, thank you.

MS FORSYTH: Thanks for clarifying those issues. |wmbve into quite a

different issue. One that | think the Commission wdié assisted with your
comments of the extent you can. On page 9 of the rgporave noted and | accept
that it is the GPOCs comments, but that ones thahgwe also reported, are that the
principal reason for the higher prices in Hobart isch laf wholesale competition

and wholesale price support by the oil companies in teendaian market. Now, |
wanted to explore this in a little bit more depth withu to the extent that we can to
see to what extent you can provide us with any informatiowho it is that supplies
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fuel to Tasmania in the wholesale context, wheremes from? Does — are you
able to comment on any of those matters? Are theyshimgch the Government
can provide assistance with?

MR BATT: No, | don't understand the basis behind thom®mments, other than to
simply reporting them.

MS FORSYTH: That is something we would need to followoopn terms of — so
you can't provide any assistance to us as to whethestdhere is a lack of
competition at the wholesale level in Tasmania?

MR BATT: No, | don't understand the line in which thurt of the line is made.

MS FORSYTH: Okay. There is no notice as to wheeefalel comes from in terms
of which state or anything like that or how many tankersem?

MR BATT: A very, very vague knowledge, so it would beaasonable to say
anything.

MS FORSYTH: Certainly and we won't press you on th.

MS FORSYTH: Do you have any comments for the ingagyo import parity
pricing and the impact that that has on the Australiarket or the Tasmanian
market to any extent or is that something which is rdslyond your scope?

MR BATT: Itis beyond my scope | am afraid.

MS FORSYTH: | won't press you again on that one thigmer. | will however ask
you about price cycles, which probably is something withinr yeope, because it is
something within the direct — it directly impacts thesimanian consumer. We have
all heard this morning — we have asked many witnesses foriéws as to why
there is or is not a price cycle in various placeswaa wanted to know your views as
to why there is not a price cycle say in Hobart andtiMdreyou have undertaken any
studies or have any views from the Government’s perspective

MR BATT: We don’t have a view and | guess in the abseriainderstanding why
the price cycles occur in other areas, it is veryialiff to determine what those are —
why those elements are absent in this area. | thipirigethat we don't really have
a comment.

MS FORSYTH: | understand from the other evidence we lhad this morning
that prices are starting to fluctuate more in the Tasmmamarket. Is that something
that you have also witnessed?

MR BATT: It appears to be the case but we don’t kaowy particular — we are not
aware of any particular cause for that fluctuation.
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MS FORSYTH: Do you see the lack of a refinery in Tasia as being any reason
why there may or may not be a price cycle?

MR BATT: Ithink it is a possible explanation but Indasay with absolute certainty
that it is certainly the cause for explanation.

MS FORSYTH: The lack of a refinery being a lack of a ohamt player perhaps in
the market?

MR BATT: Well, yes.
MS FORSYTH: Do you think Tasmanian motorists would fiefrem a cycle?

MR BATT: Only if it was resulted in lower prices ahthean that might seem self
evident in response, but | guess what | am saying is | aentain that a cycle
produces lower prices.

MS FORSYTH: Ifyou - - -

MR BATT: Over a period of a week, for example, | mgas, it clearly does on a
particular day but you know, whether it produces a lowerame price over a period
of time, | am not aware — | am not that that is¢hse.

MS FORSYTH: If it did produce the same average pricdpsexample if it was
going to be a dollar a litre for a week and insteasl gfaing to fluctuate between
$1.20 and 80 cents - | think that is lower than the cupgogs but it is much easier
from an example perspective, would you see that asib&éd the consumer
because the Tasmanian consumer could then decide véewadhlld purchase their
fuel. Is that something the Government has a view on?

MR BATT: We don’t have a view on, but a person coulnjpsaround in the short
term but that depends on them having information to decstiggiping around, so |
am not sure from a practical point of view how consumargld benefit.

MS FORSYTH: Do you have any view as to whether ottin@{Tasmanian
consumer is less able to choose when they can purpbaséperhaps because of
less public transport and more of a need to use their cars?

MR BATT: 1don’t understand the connection betwe®nlack of public transport
and the ability of people to use their cars to buy petrain not aware of any
structural reasons that would prevent people from being @alsleop around.

MS FORSYTH: | think the point that | was making whattif you are using a car
more often you might need to put petrol in whenever yodetké. If you are only
using it on a limited occasion, because you are not drigingprk every day, you
might be able to pick which day of the week you can put piettbe car. Do you
agree with that from a — in terms of that impact oamania?
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MR BATT: 1am not sure that that is an impactislplausible as in - - -

MS FORSYTH: Itis plausible but it is not somethingttiiou necessarily would
see as a reason. What do you see as a reason forigksf? | understand that
you are basing it as a concern and you may not be ablevolg@us with the
evidence or answers, but do you have any view — does ther@oxa have any
view as to why prices are higher in Tasmania than imt@@land and anything that
can be done about that?

MR BATT: We generally have — again repeating the @aclbmments, we
generally have concerns about as to whether the markgtcompetitive as it should
be and our view is that increased competition may inifiagact on price.

MS FORSYTH: It seems to be that we still have gotes@sue with that.

THE CHAIRMAN: | think cold beer is taking priority owgetrol pricing at the
moment; It has come back on.

COMMISSIONER MARTIN: If you just look at us.

MR BATT: Okay. But I think the difference in the pdtpricing submission, we
did say that there appeared to be fluctuations in pribgshvweren’t connected to
the international oil price and rather than postulatiagh our point of view what the
reason for that is, simply suggesting that there neebs further analysis to try to
determine what those causes are and in that sense sayarg that we think this
inquiry was important, we don’t have the answers pleahaps are on the same
guestions.

MS FORSYTH: You mentioned the international oil pride you mean instead the
Singapore benchmark

MR BATT: | do.

MS FORSYTH: The MOPS price, thank you. Just to fslathere has been
throughout this inquiry some divergence on that point and/e just to clarify
which benchmark is being used in - - -

MR BATT: No, that’'s good.

MS FORSYTH: Thank you, Mr Batt. | will move onto dfelient issue, which is
the shopper docket. Again, | am asking this question Wwélperspective in the
Government and on behalf | guess of the Tasmanian pubinat is your view of
the shopper docket system and the scheme of how itripaied on the Tasmanian
consumer?

MR BATT: |t would appear to be fairly self evidenttltehas resulted in lower
prices and we have seen responses by others in — covapititiobart, from getting
the conduct and therefore there is clearly a benefjueks it has - - -
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MS FORSYTH: So it has been a good thing?
MR BATT: Yes.

MS FORSYTH: You support the continuation of the shogleeket scheme for the
benefit of the consumer?

MR BATT: So long as that increases competitive contiuttte market, we think
that is something that should continue.

MS FORSYTH: Have you seen any adverse impact ashbeper docket scheme
independence? And when | say independence | mean independestscitd as
United or would you consider that chains such as United imaveaged to maintain a
competitive role in the market?

MR BATT: |think it has been, as earlier indicatdt volumes by competitors —
the volumes of sales has decreased and surely an iotpatier players in the
market, but we don't see that as an adverse impaatrsumers and on price, which
iS our primary concern.

MS FORSYTH: Certainly. From a longer term perspeciive scheme such as the
shopper docket scheme had the impact of perhaps forcingedWmia Liberty out
of the Tasmanian market, would you see that as a baxt effecompetition?

MR BATT: Well, clearly a reduction of competition areduction of players mean
lack of competition and might ultimately result in thetriment but that remains to
be seen.

MS FORSYTH: So your view is that the shopper docketraehs a benefit to the
consumer but you are always concerned to maintaideguate number of players
in the Tasmanian market, to also maintain competit®that a fair assessment?

MR BATT: |think that is, yes.

MS FORSYTH: Thank you. Mr Chairman, | don't hauvetlier questions for this
witness. Is there anything that you specifically raise?

THE CHAIRMAN: [ just want to go to the section hémeecommendations on
pages 10 and 11 of the submission from the Government, NMr Baty | just
comment, by the way, or observe how useful it is tcageell researched document
from the Government because it is this sort of infaimnethat is going to help us get
to the bottom of some of the issues rather than siiee unsubstantiated claims
that we do get from others, so | appreciate very moetwbrk that you and others —
| see Mr Lock is here, so | acknowledge his contribuéisnvell, having known him
for many years.

MS FORSYTH: My lack of questioning is not lack of intgret is because we have
already had the answers.
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THE CHAIRMAN: Yes. You have made some recommeindatthere, one of
which | can assure you we are pursuing, which is the revigte Trade Practices
Act, but | won't take that up here, but | did want to aslki gbout the suggestion that
we assess the impact of the price disclosure requitsnrelVestern Australia. But |
put the question before, | think to Mr Little and just veathto assess with you — or it
might have been to Mr Ling. You have recommended tleaf@CC assess whether
the Western Australian price disclosure obligation lechéwe competition and petrol
prices being lower than they would otherwise be. Is yocus in terms of the
Western Australian scheme on the disclosure obligatiotise fixing of price for 24
hour obligation?

MR BATT: |think it is largely on the advent of theheme. We hear that has been
said though in Western Australia and we claim that & w@.4 cents per litre
differential between them and the rest of Australidhat we don’t understand is
why or in fact whether this would be in evidence to attpaéthat particular scheme
is producing that result, so before — so from our poinien, yes, we observe the
phenomenon but we would like some evidence that it is lctiging something
before we embraced it too enthusiastically.

THE CHAIRMAN: The reason | am asking is this, because noting earlier in
your submission that you have — | don’'t want to oveestabut you have noted with
the pool board the advent of United and its entry intortAeket, you have indicated
that that has led to a discounting process or cycle amthgee also noted that a
potential concern that that might be short term aohasrred with other entrants
into the market. And of course the discounting cyclek&on the basis of a
movement of prices, some times on a tri day badisershan a day by day basis, so
| was just trying to assess whether you had consideretherhde provision of a 24
hour fixed price notification issue might diminish theligpof for example, a United
or a Liberty as the case may be, to conduct that uligow.

MR BATT: Well, it is something that we are conceradgut it and that would
actually reduce flexibility in terms of price setting it that day.

THE CHAIRMAN: Yes.
MR BATT: And yes, so it would see it as a possibléricon.

THE CHAIRMAN: But on the other hand a price disclosobdigation which gave
much more transparency and information to the motorisidvoe of some
assistance. The Tasmanian Government does its ownamogithrough GEPOC, is
that the beginning of a potential Government sponsoretba’'t want to put the
Government in on this, but of a Government site to prowifi@mation to motorists?

MR BATT: Well, GEPOC actually ceased performing thatgmonitoring | think
in 2000 and — well, it is some time ago.

THE CHAIRMAN: That's right, yes.
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MR BATT: So there are no plans at this stage toh@t void or formalise any price
monitoring, but naturally we would watch with interesy durther information or
evidence that arose from Western Australia.

THE CHAIRMAN: Yes. Thank you.

COMMISSIONER MARTIN: Now, Mr Batt, just back a bihdhe structure of the
market in Tasmania. | notice that between 2003 and 20061isseethough from
your figures it would show the number of service statgoiag down. The
throughput has increased by about 30 per cent, so theredmasalrly significant
volume increases as well as the rationalisatiorthdsall fuels; that is gas and - - -
THE CHAIRMAN: Diesel.

MR BATT: | think this is just unleaded petrol.

COMMISSIONER MARTIN: Just ULP. Just while we afeecking that - - -

MR BATT: 1 will take it up later.

COMMISSIONER MARTIN: Or something that you can do-- -

THE CHAIRMAN: Perhaps you can do — take that on bead - - -
COMMISSIONER MARTIN: Actually it just goes more where the fact that there
has been a very significant increase at retail.edms of wholesale, do you — are you
aware of the terminal arrangements?

MR BATT: No, I am not — | don't fully understand tleostructures.
COMMISSIONER MARTIN: | know counsel started to exqd that, but it would
be handy to know what the break up of that number idgusnderstand the
Tasmanian market a bit more.

MR BATT: Okay, well, we will organise something.

MS FORSYTH: | have no further - - -

THE CHAIRMAN: Thanks, Mr Batt and — sorry, do you basomething else to
ask?

MS FORSYTH: | have no further questions, Mr Chairman.

THE CHAIRMAN: No. Thanks, Mr Batt, appreciate yowndag here today and
the help and the effort that has gone into putting thsrgssion together.

MR BATT: Okay, thank you.
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THE CHAIRMAN: Thank you.

<THE WITNESSWITHDREW [1.26 pm]
THE CHAIRMAN: All right, call Mr Bennett. Now, have Mr Terry Bennett and
there is Mr Troy Bennett as well?

MR BENNETT: No.

THE CHAIRMAN: No, just Mr Terry. Thanks, Mr Bennigtould you just state for
the record your name and your involvement with Bennett®leem?

MR BENNETT: Terry Bennett, Managing Director of Beried®etroleum.

THE CHAIRMAN: Thank you. Now, do you wish to give evicee under oath or
affirmation?

MR BENNETT: Under oath.

THE CHAIRMAN: Thank you. If you take the bible in yought hand and the
oath is there on that plastic card.

<TERRY BENNETT, SWORN [1.27 pm]
THE CHAIRMAN: Thank you. Ms Forsyth.

<EXAMINATION BY MSFORSYTH [1.27 pm]

MS FORSYTH: Thank you, Mr Chairman.

Mr Bennett, could you explain for the Commission the iess of Bennetts, in fact
what it does and | presume there is a distributorshipaaethil element to that, is
that correct?

MR BENNETT: | think you must have done some homework.
MS FORSYTH: No.

MR BENNETT: We are aligned with Caltex, we havieaachise with Caltex. Up
until 12 months ago we were called distributors. That maionally and then they
changed our name to Resource, so we still call ourseisgibdtors. So our role is
we buy fuel off Caltex at a price and we sell it, supply the — probably 45
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independent service stations, mainly in the country aaggisultural, forestry,
mining and we virtually cover half of Tasmania from Cdey to Derwent Bridge
on the west coast, Coles Bay, Bicheno on the easitc

MS FORSYTH: And you also have a retail part of tharmss as well?

MR BENNETT: We do own some service stations and wkade franchises on
other service stations from Caltex.

MS FORSYTH: Is there — I think the figure | was giwvesis about 30 sites, is that
about correct?

MR BENNETT: That would be supply or what we are inealin?
MS FORSYTH: That you are involved in?
MR BENNETT: No, no, no, actually, no, nothing there are not as big as United.

MS FORSYTH: How many would you have? Perhaps you swgmgyoximately
30 sites a month?

MR BENNETT: We supply 40 to 45 - - -
MS FORSYTH: Yes.

MR BENNETT: - - - ones that we call sponsored siid®re we maintain the
pumps and some of those have been at Caltex, sorhesaf are not branded and
then we would probably operate 10 sites under a Caltexebarirere we own
probably eight or nine of those service stations ansvewdd have franchises on the
other two or three service stations.

MS FORSYTH: So what is the structure of the serviagans that you have? You
have got some that you own, some are the owner-operatecommission agents,
can you just explain to the Commission?

MR BENNETT: We don’t have any commission agents. dé@®wn some service
stations that we lease out; they are not big enouglsftw operate ourselves, so we
have an operator in those who pays us rent and weujpiglysthe fuel and he sets his
own price.

MS FORSYTH: Do you set the price at any of your sergiations?

MR BENNETT: We do.

MS FORSYTH: And how many are those?

MR BENNETT: Probably nine.
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MS FORSYTH: And are they scattered throughout rurak&rea

MR BENNETT: They are scattered throughout somem hat — am | speaking
loud enough. Am | on here, am I?

MR ?: You are going Tasmanian.
MR BENNETT: Sorry, can | just have that question agai

MS FORSYTH: Certainly. How many sites do you setphce at and where are
they located?

MR BENNETT: We only set the price at the sites thatoperate ourselves and
they are — some in Hobart, some in country areas, yes

MS FORSYTH: So they would vary a fair amount in teohsompetition and
volume, is that correct?

MR BENNETT: No, the volumes of the sites thataetually operate has to be
quite big to make it viable for us to operate them.

MS FORSYTH: Yes. So you choose a higher volumetgitgperate yourselves?
MR BENNETT: Yes.

MS FORSYTH: And then, as | said, in other sites galy supply to them and
leave the operation to another party?

MR BENNETT: Yes, yes.

MS FORSYTH: Well, moving first of all — that is vehglpful for the general
overview. | will come back to many of those issu€eaming back to the
distributorship, if I can call it that, or the wholesalgsiness, you said you obtain
your fuel from Caltex. Can you tell us where you acyuallysically get it from?

MR BENNETT: From Selfs Point, where the termirgal i
MS FORSYTH: And is that — and do you know where the doetes from?

MR BENNETT: It mainly comes out of Geelong. Thdt@aterminal is still
owned by Caltex; that’s where our head office is.e€&hrears ago Caltex done a
joint venture — or hosting situation with Shell wherelStlosed their terminal
down, which was along the road from Caltex, and selation to the terminal now,
we have Shell draw out of the terminal, Caltex drawodube terminal, United draw
out of that terminal on some occasions and it is — beyody is still run by Caltex,
but the tanker that comes in is actually a Shell tanker

MS FORSYTH: Yes.
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MR BENNETT: - - - and then the product goes into timk$aand then a bit comes
into the loading rack, | had better get that in there.

MS FORSYTH: Now, where does it come from, it coritesn Shell’'s company
Altona refinery?

MR BENNETT: It comes from Geelong, yes.
MS FORSYTH: Doesit - - -

MR BENNETT: Sometimes - we have had huge problemiattéwo months with
supply. Last week from since we were — we bridged prol28ih000 litres from
Devonport and Bell Bay because Hobart was virtuallyodaliesel and we are pretty
heavily involved in the trucking area where a lot of truakd also our freight
vehicles and we just had to keep our diesel pumps, so owstaastas we call them,
full of diesel so we were carting from all over Tasna. So maybe in that case, if
they couldn’t get in here quick enough from Victoria #mere was one probably
coming from overseas somewhere they would divert theseasrtanker into Hobart.

MS FORSYTH: |see. Butitis really — it is a Shalhker so it is a Shell controlled
supply that comes in and then it goes - - -

MR BENNETT: Itis a joint venture.

MS FORSYTH: A joint venture. And is it the samaklter that then goes to other
terminals in Tasmania?

MR BENNETT: | believe it also goes to Devonport.cdimes to Hobart first and
goes to Devonport. The reason it comes to Hobattigithat the river at Devonport
is not deep enough to take a full tanker in so it has goffltead say at least 50 per
cent of the product in Hobart and then goes around trst tm®evonport.

MS FORSYTH: | see. And then your supply — so it cofres Melbourne, from
the refineries in Melbourne?

MR BENNETT: | would say, yes, yes.

MS FORSYTH: Victorian refinery, it comes down bykan then it goes to Caltex,
it becomes a Caltex fuel in the terminal - - -

MR BENNETT: And Shell fuel and - - -
MS FORSYTH: - - -and Shell fuel, but in your casis iCaltex.
MR BENNETT: Yes.

MS FORSYTH: And your supply agreement is with Caltex?
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MR BENNETT: Yes.

MS FORSYTH: Now, | don't know whether you can answes, if necessary we
can go to a closed session. If | ever ask you any guesithich you consider need
to be dealt with confidentially we can just put them asiadle deal with it separately
in a close session. But can you give us any indicaifigou know, that if you
purchase from the Tasmanian terminal — | presume thdigse your costs are
incurred from — you know, incurring the costs of the disiiion from Melbourne,
from Geelong?

MR BENNETT: There is a freight component from Malibne, but | would rather
not say what that is.

MS FORSYTH: Well, | was going to say whether we gahany indication as to
what the increased costs are from purchasing from seyndnia or from Victoria.
If it needs to go into closed session we can, butufgan give any kind of ball park
indication in a public session?

MR BENNETT: | can say that if | was — and it wilsa be something that on a bare
view, we also supply all the other Caltex and some Woxths service station with
Caltex fuel on the service we — our trucks actually feettfrom there, so we

actually work on a freight component to deliver that foghose service stations. So
what, to put it baldly, if we were going from Selfsiftpwhich is only say 2 ks away
from there to Huonville, which is another 38 ks south, filegght component, which
would also take in the Melbourne freight component — g&ybourne to Hobart
would be about 1.2 cents per litre.

MS FORSYTH: Right.

MR BENNETT: |won't—Ican’t — I won't give you thereakdown of the Hobart
area.

MS FORSYTH: No, no, | understand. We can go toithalosed session if that is
convenient, but in terms of — and that is — so it ing®® a service station which is
not far from the terminal itself?

MR BENNETT: Itis cheaper — it is like a taxi rank, fhether you go out the
dearer it gets.

MS FORSYTH: That's right. So you can imagine thatould increase across
Tasmania but that is that component. Now, presumahiyhgwe a long term supply
contract with Caltex, do you?

MR BENNETT: We have a supply contract with Calteas.y

MS FORSYTH: s that you prefer to discuss confidelytiahe terms - - -

MR BENNETT: It is probably three years with options.
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MS FORSYTH: Three years. And presumably with theepitiis something you
won't be able to explain to us in open session, butyoartell us what broadly the
price is? When | say broadly, | mean is it on an@la plus something basis?

MR BENNETT: No, it is not a separate, but on a darige.
MS FORSYTH: So on a daily price?

MR BENNETT: Off the CPR, which is the Caltex R&fiece Price, which is what
the Caltex franchises would buy in to the servicetati

MS FORSYTH: Yes. So there is a Caltex Referem@@Rnd you are given a
price which is referable to that and it changes on a ta#ys, is that right?

MR BENNETT: Yes.

MS FORSYTH: Okay. And can you say how much choae lyave in terms of
who to get supply from? Is it a fairly competitive mdritet you decided to go with
Caltex in order to get your supply or is it something wisctairly limited as far as
Bennetts is concerned?

MR BENNETT: Bennetts Petroleum have been in opmnatince 1 April 1977, so
that has been aligned with Caltex. So we have aygigithistory with Caltex. We
do buy outside Caltex from time to time. Like last webkre has been a lot of
independent fuel suppliers — a couple of independent fuel stgpppéiened here
today. We actually bought in excess of a quarter of komiitres off Liberty last
week; we had to. They were the only ones with fuel.

MS FORSYTH: Yes.

MR BENNETT: So we are not really — we are tied tit€Xaand may | say the price
probably wasn’t as good off Liberty as it was off Caltext we had to do that. But
we always let them know what we are doing as in -thmre are other independent
fuel suppliers out there in Liberty and United at this pwiritme.

MS FORSYTH: And you said that you didn’t get as good a firio@ Liberty,
presumably because it was a spot price and it was ag$istt purchase of some sort.
Do you find or have you — can you say whether or notgenaral rule you obtain a
better price if you get something direct from Caltex tliam getting something

from what, one of the independents?

MR BENNETT: The independents are on the COD, whielams they give me a
bank account and they mightn’t even take the money;r tiiha that give us seven
days from the date of purchase. Our current arrangenigmbwr supplier is a lot
better than that, than seven days from date of purchase

MS FORSYTH: You get better terms?
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MR BENNETT: We get better terms, which means orvtilame of fuel we buy,
because we are not just straight retailers we wetteng the cash back when it goes
out the nozzle. With the farmers and some of thestandustry people they would
prefer credit terms to a — they might be above 2 celitee to get that extra 10 or 15
dollars in credit terms.

MS FORSYTH: And so that has got to pass up the chder as you are
concerned, so that you can maintain it?

MR BENNETT: Yes.

MS FORSYTH: Just actually on that point, | know it@viating slightly from my
guestioning, you mentioned there are some industrial groupagrioultural groups
that you supply to as well. Is that predominantly dizsel

MR BENNETT: Predominantly diesel.

MS FORSYTH: Do you supply — how much of your supply — ang fream a
wholesale level, would be diesel and how much would be?ULP

MR BENNETT: We would be in around 50/50 in our diesel andpetrol. | mean,
diesel is growing at about five to six, seven per ceny@ar for us. And our petrols,
60 per cent of our petrol sales would go into the retaiket.

MS FORSYTH: Okay.

MR BENNETT: Either through our sites or through spoedaites.

MS FORSYTH: Sure. Well, coming back into the isstisupply, have you ever
dealt with any of the other major oil companies?

MR BENNETT: On a purchasing?

MS FORSYTH: Yes.

MR BENNETT: Yes.

MS FORSYTH: And was that a regular arrangement orca-oiff arrangement?

MR BENNETT: No, a once-off arrangement when thiggs bit haywire with
whether we can supply.

MS FORSYTH: The same issue of why you went with Lifgdsut generally you

MR BENNETT: The same as we did last week, the wedtrb when we couldn’t
— when nobody had diesel.
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MS FORSYTH: But you haven’t changed your major supplieany point in time?
MR BENNETT: No.

MS FORSYTH: Again, only to the extent that you casveer this and if we need to
we can move into closed session, but why did you choaliex®ver the other
majors? Has it been just simply a long term relatgp? Has it been beneficial
arrangements for you? Is it something structurally abosin@aia which means that
Caltex has been a predominant player and a more fableyskayer for the
Tasmanian market?

MR BENNETT: | think | said at the start | have bee@altex distributor — Bennetts
Petroleum has been since 1 April 1977, so for 30 yeatsnk bnce you get over the
ten years in marriage it is anything permanent therepiee you get over 20 years
in an association of a commercial arrangement yoprateably looking at
permanent too.

MS FORSYTH: So the relationship has been a good one?

MR BENNETT: |If it wasn't for Caltex | probably wouldrite — Bennetts
Petroleum wouldn’t be as big as it is today. In tls¢ 1® years for instance — or |
would say, the last 15 years it was Caltex, Caltex dd€doFleece, then it was as a
Golden Fleece distributor in '92 and '93 and then wheneRatterged, it was Caltex
and we all thought it was going to end up as Ampol. The thieig was that the
Ampol liquidated operations — so really | mean in 15 yearsave virtually put
three major — we have put two other major companiesway it has been Golden
Fleece and Ampol, which have vanished from the market fiese days.

MS FORSYTH: Have you ever sought to obtain fuel freanmaporter?

MR BENNETT: No. For instance, where there is ne@eotbrminal apart from the
company terminals so we couldn’t discharge it.

MS FORSYTH: So there would be a problem for you frotereninalling point of
view in actually importing fuel or doing any deal there?

MR BENNETT: Well, | believe United have done a joienture with a New
Zealand chemical company. | believe they have got alicig of the old Mobil Bell
Bay terminal, so you could see United importing their owel pretty soon.

MS FORSYTH: But in terms of terminal space in Tas@ado you have any
comments to make about - - -

MR BENNETT: Itis all controlled by majors.

MS FORSYTH: Itis all controlled by the majors, agasm this slice that you are
referring to?
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MR BENNETT: Look, that is only hearsay but | am preitire it is — the growth
point is pretty good in Tasmania.

MS FORSYTH: So apart from the slice that you havemqentioned that United
might have at Bell Bay, you have referred to - - -

MR BENNETT: Well, there is no other tankage in Tasaa

MS FORSYTH: So what impact does that have on thaleghle market in
Tasmania in terms of some positiveness? You have onegtithat the terminals are
all pretty much stitched up by the majors. You have misntioned that one tanker
comes through from Victoria, which is the Shell tankdnich presumably then on-
sells to Caltex to - - -

MR BENNETT: No, no, you have got that wrong there lte®ahosts them, the
Shell product and Caltex hosts it, Caltex wouldn’t be hgiyheir share, it is a joint

MS FORSYTH: Itis a joint venture then?

MR BENNETT: So what has happened there, there has-bgecosts agents
between Shell operating at the terminal and Caltex apgrat the terminal, and the
same in Devonport, you may have got two majors putting theiey into one
terminal.

MS FORSYTH: So sharing the terminal?

MR BENNETT: They share, they both take — well, &fram other things, but they
— Shell take their product out of the Caltex terminal.

MS FORSYTH: Right. So - - -

MR BENNETT: And they actually pay towards maintainingrh. | believe then —
you know, | am not a Caltex person, but | believe théntenance of the terminals is
shared by the two companies.

MS FORSYTH: Right. And is this information that ybave just from your
drilling team?

MR BENNETT: Well, not — from my offices, it is ththe Caltex terminals are
happy.

MS FORSYTH: That is significant at the end of it.
MR BENNETT: | think they were.

MS FORSYTH: But in terms of the — simply away fromat, if | misrepresented
the situation in any way, how competitive do you seenthelesale market in
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Tasmania is the terminals are locked in and there iapsrh limited arrangement in
terms of tankers coming in. Do you see that as a protaethe Tasmanian
wholesale market?

MR BENNETT: Well, no, not really. Look, | am a mber of a part of it, which is
the Oil Distributors Association nationally | wouldysand we have regular
meetings. Not that some of them are part of thelnsurance Company, but the
price that some of the guys buy it on the mainlanith asy counterparts — the CRP
price, you know oil based, would not be a lot differenwtat | buy it here in
Tasmania.

MS FORSYTH: So you say the prices - - -

MR BENNETT: |don’t see it being detrimental thiagte is not another
independent terminal such as there is in Hastings itoNacin Tasmania.

MS FORSYTH: So you said that the price that you pdlgeatvholesale level is not
broadly different to what might be paid in mainland Aalkar?

MR BENNETT: No.

MS FORSYTH: Now, you mentioned a couple of times thate have been some
problems with supply in relation to why you went to Lilyest why you might have
previously gone to another company. | think you made a mowergecomment
about a problem of supply. Is there a problem with suppRasmania?

MR BENNETT: There has been over the last two years

MS FORSYTH: Could you explain that a bit more for @@mmissioners, what
that has caused and how that has come about?

MR BENNETT: We have never had a complete — the sesti@tions have never
had a complete fuel out here in the last two yearsu friay get one or two sites run
out of fuel for two or three days, but we have the tgbnith the three terminals
around the State, being Hobart, Bell Bay, Devonporerethlways seems to be fuel
in one of those terminals, which we can — Caltex canoiMobil at Bell Bay and
we bridge the product down here or the northern peoleavne down to Hobart
and get product as they have been doing this week. And cfecBa@vonport is low
in diesel again, | think and so we have the ability bexzau® move the product
around the State in trucks but it just gets very daunting siomes when, you know,
you have got a major site that rings up and says, “I dbimk | — | need 5000 litres
of product.” And if it is Friday | mean they are noirgpto get product until
Monday, but that is something out of my control.

MS FORSYTH: So do you know what causes the problersspply?

MR BENNETT: Scheduling of return ships. It is someaghinat is - - -
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MS FORSYTH: So what do you mean by the scheduling - - -
MR BENNETT: Well, we run on — Selfs Point probably ramsa three day buffer.
MS FORSYTH: Okay.

MR BENNETT: And say there was going to be a rettwp en Monday and let us
say that there was a bad storm in Bass Strait, wadW@ave enough fuel for next
Monday to get through to say Wednesday to Thursday neXxt wee

MS FORSYTH: Yes.

MR BENNETT: Now, if that tanker breaks down or whke people went on strike
at Geelong or something happened to the motor coming acressSBait, if we
couldn’t get another tanker within three days, which we ¢outtb, then we would
be out of product. So you know, it is not always threes dayt the worst scenario is
probably three days and the last two or three montbgpibbably — you know, we
have been out of — not all products, but if we run outntéaded you can always put
Vortex 95 and replacement and okay, it may be cost yolanfmur cents a litre but
to keep the stuff up — keep the site operating you can alveays down from —
come from a product down to the lower product, but you ggnftom a lower
product to a higher product and with diesel, diesel isetliee there is no alternative.
So if you are out of diesel you are in trouble.

MS FORSYTH: And do you see that as being something whgpeisific to
Tasmania, have there been the same problems in adibes 8t Australia in terms of
perhaps - - -

MR BENNETT: Others on the mainland aren’t — has m@isl from time to time
and even in Victoria they have problems from timartet

MS FORSYTH: So there is a general problem — once supphoid there is not a
great deal of option?

MR BENNETT: Well, there is no option really. gfoduct is short here you can'’t
drive to New South Wales or get in the truck and driveitboria and get it.

MS FORSYTH: Now, in terms of your distribution netwpcould you explain to
the Commission how the distribution chain works. &mesbly you purchase the fuel
at the terminal. Is that how it works and then you @vtinroughout the chain?

MR BENNETT: Yes.

MS FORSYTH: Perhaps if you explain it. So it coma®ag/our trucks presumably
at the terminal here and - - -

MR BENNETT: Well, we would load at the terminal, wewld take it our service
stations, discharge it, we take it to our depot on #is¢ @ast, which we have there,
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in the middle of the forestry industry there. We takewe have stand alone truck
stops where some of the trucks fill up and they are mdiekel, but at any given
time we would probably have two and a half million litedduel out in southern
Tasmania that we would own, that we have bought of Calte

MS FORSYTH: So you own the fuel while it is on yowrcks, presumably and
then when you arrive at the various points of distriyut - -

MR BENNETT: You have got two scenarios there. éfgo to one of our own sites
or one of our depots, we own the fuel from when we drivtethe gate until it comes
out of the nozzle of a petrol pump or it is pumped ihofarmer’s tank. With the
service of our business, yes, the product is charged ®wse #ad it and let us say
we took it to our Caltex franchise site, which we asein control of, that would

then be — that invoice would come back, that would beranBtts Petroleum invoice
and that would be lodged back into system and Caltex aoim@ur computers, they
might take it out and then they give us a credit in 13 dawythat product, but
originally the product gets charged to Bennetts Petroleum.

MS FORSYTH: So from what you were saying earlier alh@ight charges
overall, you bear the cost of - the freight cost soab the cost to Tasmania and then

MR BENNETT: No, no, no, we don'’t really absorle ttost of Tasmania oll
company, we buy X at the terminal - - -

MS FORSYTH: Yes.
MR BENNETT: - - - but the price we buy it includef@ight component - - -
MS FORSYTH: Yes, yes, so you absorb - - -

MR BENNETT: - - - to the terminal and then therai®ther freight component
goes on top of that towards - - -

MS FORSYTH: So it is absorbed into your purchase @nwkhas a freight
component in it and then you would pay for the transportaiosts from the
terminal to wherever you deliver it.

MR BENNETT: Yes.

MS FORSYTH: And presumably you would have on-selling agess to your
various customers, is that correct?

MR BENNETT: Are you talking retail or commercial?

MS FORSYTH: Well, perhaps talk me through both of them
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MR BENNETT: Mainly our commercial is done on a haraldse, with retail and
there are our sponsored sites, we do have a commagogd ment.

MS FORSYTH: And are they — do they tend to be long tniracts, spot sales?
Only if you think you can; if we need to go to a closedisesto discuss this issue

MR BENNETT: Well, maybe those would be three yeaus an option.
MS FORSYTH: Three years and an option.
MR BENNETT: Mm.

MS FORSYTH: And presumably you can’t tell me in opess&m that the margin
that you - - -

MR BENNETT: No, | can’'t talk some prices out — tsaer some of the other
guestions that you have asked here today that we would thinkCF RAd people
ringing up and complaining about a jump in price on thal ianps. | can quote
some numbers.

MS FORSYTH: Certainly, we can - - -

MR BENNETT: No, | don’t want to give them up, thare just handwritten. | can
guote some numbers to you and just to cover, you know, theritQvrite off.

MS FORSYTH: Certainly, if you are going to address es@frthose concerns they
would briefly be of assistance.

MR BENNETT: Back on 22 August the Caltex CRP in Hobatt trade was about
$1.22 per litre. Some of the major supermarket chains sedlieg fuel for $1.11.9
with a four cent voucher gap on that. Now, the CRP$1a82 a litre; that is a
difference of 13 — well, that to me is 13.2 cents a litrtder the CRP price. Now,
that is unsustainable, we all know that. Now, we tpote- even to get back to a
CRP to a wholesale price, you have got to get back to $acdthan you have got to
take a margin on top of that, so you are taking the 1% ¢temeally get back to
wholesale and then you have got to take another foiwveocént margin on that.

MS FORSYTH: So your point that you are making is trequently the
supermarket or some other players are selling below tbéegdie price that you can
obtain it?

MR BENNETT: Yes, frequently. And that to me is prolyatnhe of the reasons |
am here today, not to — and | am probably speaking foo 46 small retail sites out
in the country that we supply that we can’t — wellytban’t match that price; even
we can’t match that price and none of our sites evepeteardown at the bottom end
of the market on those numbers that | have just séali know, that is predatory
pricing, but maybe we have got to — | don’t think there islawyagainst that but it
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puts a nasty feeling in the stomach when you have got tond& supplying — a
country dealer and he says, “Look, | can go to SandyaRdyl can buy it 14 cents a
litre cheaper than you are selling it to me for,” youkno -

MS FORSYTH: Well, we will take those views on boaud Wwhat your basic point
as | take it in and we would be assisted if you can prasoaee of those figures to
the Commission perhaps rather than just one. | daarit W take up too much time
now going through a number of them.

MR BENNETT: Yes. | just wanted to bring that up tg Haat — in the general
public’'s eyes, they believe when that happens they @mg bpped off, they get used
to buying at $1.11; that is unsustainable, you have get baadut wholesale price
and then take a margin on top, so you are looking atlg fag increase; that is one
of the extreme occasions that that happened.

MS FORSYTH: Mr Bennett, if you could perhaps provigewith a number of
examples over several months of the CRP price and boare prices to illustrate
your point that would probably be of assistance to ther@ission, but the - it has
probably a little easier to do that on a number of ddtymight have taken too much
time now doing it but we do take your point. So is theafgbiat you are essentially
concerned about — and it would a concern that other sesteitien operators in your
position would be that the — is it the supermarkets brasy other players that you
are concerned about supplying what you see as a priceothare unable to
compete against?

MR BENNETT: No, it only ever happens in Hobart redlgcause that is where the
high volume sites are, so you know, the oil companies@trgoing to go to a place
like Orford, Triabunna, Oatlands where these litilessare that sell 80,000 litres a
month, but at least the people that reside there capdtwol, they won't have to
drive into Bridgewater or somewhere - - -

MS FORSYTH: So your concern is mainly Hobart?
MR BENNETT: Yes, mainly Hobart, yes.

MS FORSYTH: And which are the players who you seth@asggressive
discounters, if | could put it that way?

MR BENNETT: Mainly the supermarkets. Liberty wereentthey first come, but
it - - -

MS FORSYTH: And when you talk about the supermarketsyau talking about
the board price or the board price in a four cent disGount

MR BENNETT: No, | am talking about the board pri@sd four cents and in some
instances eight cents if you spend $4 in a — in an rubakblat the moment you
would probably get eight cents actually.
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MS FORSYTH: The figure that you are dealing with thethe example that you
gave, which you said was an extreme example but it wasample was where the
supermarkets were charging $1.11, is that a board price, or-$1-15

MR BENNETT: That was a board price of $1.11, less &mnts - - -
MS FORSYTH: Less four cents, okay.

MR BENNETT: - - - on the shopper docket, which broughkbiwvn to $1.07.9,
where the CRP in Hobart on that day for Hobart wa21$9.

MS FORSYTH: Well, we will get some examples oftth&o your — when you are
talking about the board price you are doing it extré wie discount and then you
are saying that the discount is added on?

MR BENNETT: Yes.

MS FORSYTH: | just wanted to make sure | get my figugesect in relation to
that. Now, some evidence that we heard earlier todaly RACT and | think from
the Chamber of Commerce was that United was also arssigg discounter, would
you agree with that proposition?

MR BENNETT: United are a very aggressive discounter.
MS FORSYTH: Do you have some - - -

MR BENNETT: Being an independent is a bit hard, isnbui, — like | am so —
look, I am still learning about United. United came ieytlvere getting ..... they
did. 1think they use it as advertising. They don’tlyeadvertise on a radio station,
TV station. Where we at Bennetts may spend 5, 10,00@&rd@bme months on
advertising, | think they do their advertising on the phbioard, which is — we are
probably looking at changing our strategy too, but yes, yowkthey are very
aggressive.

MS FORSYTH: So you evidence to the Commission istibtt United and the
supermarkets are pricing at a level which is sometimésudifto compete with from
your perspective?

MR BENNETT: Not all the time. Six weeks ago Unitedunght in a product called
E10, which we all know is 10 per cent ethanol. Theylenly ones in Tasmania
to have E10. They got that price two cents a litre belawary unleaded petrol.
The supermarkets have decided not to match their unleaded rtdo go down to
the E10 price and not always take half a cent under wénatiee closest site is, so
what you have got now is - - -

MS FORSYTH: [ will stop you there, but you say thay always do that, a policy
that you have - - -
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MR BENNETT: No. This is what | see as | driveand. | believe — and can | say
it again, | believe United possibly take at least poird falf a cent under the oil
price.

MS FORSYTH: That is what you witnessed - - -
MR BENNETT: That's what | have witnessed.
MS FORSYTH: And how often would you drive around thgZit

MR BENNETT: We have had businessmen that have camne $andy Bay to
Bridgewater probably twice a day.

MS FORSYTH: So twice a day you have seen prices amdofsservations - - -
MR BENNETT: Where we are witnessing prices, yes, gdiyer

MS FORSYTH: That generally United is about half at dexlow everyone else?
MR BENNETT: Yes.

MS FORSYTH: Okay. So carry on with - - -

MR BENNETT: So | was saying the market will be theveen the supermarket
goes down and then United go another half cent underredthgain. But since the
inception of E10, which they believe is probably say twosariitre cheaper than
unleaded as a cost product, on the mainland they say folwyahd time they

freight it to Tasmania they are probably saying two, sp hiaere decided to take two
cents a litre under the normal price of the E10, so thevsupermarkets are not much
in the unleaded price, they are matching the E10 price.

MS FORSYTH: Right.
MR BENNETT: Which is driving the price down further.

MS FORSYTH: And do you see them — from the evidencbave heard earlier
today, it seems as if while there might not be a myote in Hobart, for example as
such, this aggressive discounting is leading to an evemttical hike. Are you seeing
that?

MR BENNETT: Sure. Yes, you know, that will happen nowl ay the end of next
week we could be down another — the average board pricecakobart would be
about $1.27.9. CRP today is $1.24.61; that is the Caltex @rP would give the
normal franchisee a margin of 3.2 cents a litre, butwbu will see happen is that
by this time next week it may have crept down to virfuedist in half a cent
increments or a cent increments and then will go baclgama So it is cycling but

it is cycling over a two or three week period. It is aptling on a weekly basis as it
is in Sydney and Melbourne.
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MS FORSYTH: Sure. Do you match those prices wimensge them go down? |
know that is probably a difficult question to answer.tHe sites where you control
the price board, do you match the prices as they go dtmsgdiscounting cycle?

MR BENNETT: If we can afford to do that, yes, we do.
MS FORSYTH: What does it mean, “if we can affordltothat?”

MR BENNETT: Well, it all depends where the board/isen it starts to go down;
at 27.1, that is a good match but once it gets down taarcarea, no, we can’'t go
there.

MS FORSYTH: s it influenced largely by the wholesaliegryour buy price, as to
whether — how low you can go?

MR BENNETT: Well, how low | can go is in the spot wéé can buy the product
at.

MS FORSYTH: Yes.

MR BENNETT: Unless | get it below cost. | don't getpport, | have got to pass.
MS FORSYTH: You don'’t get any price support from Caltex?

MR BENNETT: No.

MS FORSYTH: No. now, you mentioned a number ofas@ns and you have
brought with you | see the CRP, which is the CaltexeRafce Price. To the extent
you can, can you tell us whether or not you buy at tmvwgehigher or lower than the
Caltex Reference Price?

MR BENNETT: | buy below the Caltex Reference Price

MS FORSYTH: Does anyone — who actually would purchatieeaCaltex
Reference Price

MR BENNETT: Any franchisees.
MS FORSYTH: The franchisees.

MR BENNETT: Any of the retail sites, and there ardy about four of those in
Hobart.

MS FORSYTH: So the Caltex Reference Price is used fenchmark in terms of
when you are providing these differences, but it ismdadt probably the buy price
that say, you, or other players in the market mighialist deal with, but there would
be some kind of a discount that will be attributed t¢, tisathat the correct
assumption?
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MR BENNETT: Yes.

MS FORSYTH: Yes. So when we are looking at sontbede differences we have
to account for the difference in fact from a marginspective it might be smaller
than the pure figures that have been given then?

MR BENNETT: Correct.

MS FORSYTH: Thank you. Now, in terms of setting lleard price, again | am
talking about sites where you do have that controlraigatihe extent you can and if
the Commission wants to delve into this further we camgoclosed session, can
you give us some kind of indication and | will give younsoideas, as to what
influences the board price in terms of things like ywholesale price, competition,
volumes, transport? Can you give us any kind of broadptxrge make up of how
that would sort of be calculated?

MR BENNETT: Of what influences the board price buinahe same price or as in
the board prices going down of the major competitordremtake up of the price to
arrive at a board price?

MS FORSYTH: That's right. Interms of if you haget a Bennetts operated
service station, you have got a board price say of $&a20you give us an indication
as to what percentage of that price — just broadly, ntighmade up of your
wholesale price, what might be made up of some transpaosts. If you prefer to
do this in closed session we can. How much - - -

MR BENNETT: Yes, I didn’t really realise you — | wolidve to sit down and look
at both - - -

MS FORSYTH: It is something that the Commission — wiaimight do - - -

MR BENNETT: | pretty would — relative from a boardger, but the makeup of the
board price, what influences our board price is what ¢ngpetitor down the road is
doing.

MS FORSYTH: That is what | am talking about, so yaghhhave the wholesale
price that you can buy it and may have some impactuut it may also be impacted
by what the person next door is doing.

MR BENNETT: Yes.

MS FORSYTH: How about volumes, does that havergact on how you assess
prices, whether it is going to be a high volume day omaMolume day?

MR BENNETT: No, because we don'’t cycle.

MS FORSYTH: How about cost of transport, freightot really freight transport?
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MR BENNETT: Where in the cost of the make up ofthbard price?

MS FORSYTH: Yes. Do you have to factor that irdoes it account for part of
your buy price?

MR BENNETT: That doesn’'t become part of my buy pbeeause my buy price is
set and | cart that product myself and so | don’'t pagmsport cost; the transport
cost is inherited by the company because they are ouleghic

MS FORSYTH: Does it become one of the costs yoe h@wonsider in terms of
where you set your board price so that you know what y@ugins will be?

MR BENNETT: No, | come back again, to put it fairlkaimly, our board price is
purposely set by the competitor, as long as that doedirfielaw our buy price, so
one day we may be making two cents a litre, anothengayay be making five
cents a litre, so in a costs make up without a costdiffierent every day, it is what
the competitor puts on the board. Now, everyone kribatsyou walk down the
road and there are two ice cream vans there and seéiigy ice creams at 50 cents
and the other one is selling them for $1; who is going ¥e tae most business, the
one selling them for $1. | would say 50 cents.

So that is probably an extreme example but it is theedhing with the service
station industry. We are prepared to match — and thishisdsight, we have no
control over the other sites board prices that weswitiply, but we never undercut a
competitor. Some times we do but not that — everyiaseo make a certain
percentage. Some time of the year — not all the tumg@tobably some times
though, those times now are starting to diminish ke liit, they are getting fewer all
the time, so we have to match the competitor next to kedép our volume because
we do have some quite good convenience stores where, you p@maps someone
had said to me 10 years we are going to sell Cherry RipgeE@igreams and charge
up phone cards and sell power cards in the service stdtanye wouldn’t be
making much on petrol, | would have laughed at them.

MS FORSYTH: And that is what | ask - - -

MR BENNETT: So today, in some of our bigger conveniestoees, when they
make more money out of the convenience store thgmtla&e out of petrol sales.

MS FORSYTH: Can you give the Commission any kind aficiation of the
proportion of your revenue that comes from fuel and nehgales? Again, we can
do this in closed session if you want, just to give - - -

MR BENNETT: No, | would rather not, | would rather not.
MS FORSYTH: We will do that in closed session. Agéiis might be something

for a closed session or for follow up, do you keep speuififit and losses for
individual service stations?
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MR BENNETT: Yes, we do.

MS FORSYTH: We might follow that up again in closedsion, because again
that might be useful to see how some of the break up goe

MR BENNETT: |didn’'t say | was going to give that touyo

MS FORSYTH: | will allow the Chairman’s discretidn relation to that, | will not
purport to exert any influence.

THE CHAIRMAN: We will deal with some of those thingsclosed session.

MS FORSYTH: In closed session. We can deal witseéhssues in closed session
and discuss what would be useful to the Commission ariidlbe guided by the
Commission as to the extent to which we will wanséek any further information.

A them that we have heard a lot this morning in othgioral areas, | can call —
Tasmania has some relationship with some of the rab@eas, we were concerned
about higher prices in the country rather in rural — udre@as and perhaps the
difference between Tasmania and the mainland. Do yeeldmay views, because
you are obviously someone who has been involved frentettminal down to the
bowser, as to why prices are higher in Tasmanian tignare in Western Australia
— not in Western Australia but in certain parts of Aal&f

MR BENNETT: In the country or in Hobart?
MS FORSYTH: In Hobart first of all?

MR BENNETT: Well, Hobart as a capital city is fgadnly about as big as
Geelong, isn't it, so population booms have a big beaninity d can’t really see the
volumes have gone up in the service stations over shéolar or five years and nor
they have, but | suppose a big service station on thdandimvould do a million
litres a month, an average station in Tasmania, ifarettalking Hobart | suppose
the average service station would probably pump 3 to 400,08€ d&tmonth; where
days going back it was probably 280,000. There are some big mimpésbart,
just one or two that do over a million litres a moniow, come to the
supermarkets, yes, all of a sudden you have got the neskikat become the major
— the bigger pumpers in Hobart areas but not in the country.

MS FORSYTH: So your point is that higher volume nsegou can get perhaps a
lower margin per litre because you can reach thehately.

MR BENNETT: For us to run a service station — nowdl eake a phone call
during the break and got these numbers because | thoughh#yelyave come on.
An average service station of ours has done 450 to 500,@0ditre@nth in volume.

MS FORSYTH: So you say the average service station?

MR BENNETT: No, I said we have one — | am basing soumehers - - -
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MS FORSYTH: Yes.

MR BENNETT: - - - onthe cost of running a serviceistat

MS FORSYTH: What sort of a service station are tgking about?

MR BENNETT: A self serve service station.

MS FORSYTH: A Hobart one?

MR BENNETT: A Hobart one.

MS FORSYTH: Okay.

MR BENNETT: So doing half a million litres a monttoing $145,000 a month in
a convenience store, employing eight to ten people oradomtroster, our outgoings
per month on that site are 33 to $35,000 a month; thetas it costs just to operate
that site.

MS FORSYTH: And - so in terms of — your point was tl@times are the - - -
MR BENNETT: | mean | can add back to value now. Tlsasae people, without
the cost really going up to 50 or $60,000 a month, the only thatgeally changed
there would be your power component because you are pumfahgfgetrol, but
for that same costing here, you could probably pump an engramount of petrol
through that same site.

MS FORSYTH: So you are saying that - - -

MR BENNETT: You can still do it for 33 to $35,000 a moirtloutgoings.

MS FORSYTH: So is it correct that your - the evidenee

MR BENNETT: So what am saying is that - - -

MS FORSYTH: The costs are the same but the volame®wer?

MR BENNETT: Yes.

MS FORSYTH: Yes. So the same cost, lower voluratrieed to get higher cents
per litre to - - -

MR BENNETT: Higher cents per litre to cover thossts.
MS FORSYTH: Is that — do you think that is the kegsan for the difference in

price? Do you have any comment to make about the déwelmpetition in the
market?
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MR BENNETT: | think the competition in the markeapé at this point in time is
greater than it has ever been.

MS FORSYTH: Do you think the competition in the marikegood if there are still
fairly low volumes compared to say other capital ciies

MR BENNETT: No, it is the competition in the markséce is as hard as it has
ever been at this point in time, with the supermaréetswith it being the other turn
in appearance.

MS FORSYTH: Well, what about comparisons to otheromajicentres. | don't
have specific figures of individual regional centrag, lithink that the Tasmanian
Government submission — the figure was that Tasmaniarrigiston average pay
3.6 cents a litre more for their unleaded petrol compareabtorists in regional
Victoria. That is not a comparison to Melbournes inicomparison to regional
Victoria.

MR BENNETT: That was Hobart in comparison to regldfiatoria?

MS FORSYTH: That's right. And I thought Tasmaniamdy have misrepresented
the evidence. | think it was Tasmanian motorists gelyeraivill have to confirm
that.

MR BENNETT: Well, you see, when you go to some of@untry sites — what
we call our sponsored sites, a lot of those are justet stores, they are not major
supermarkets, they are probably a corner store withuple@f pumps and you
know, their costings are far greater than any Hobtat si

MS FORSYTH: Can you talk us through some of thosesgcbstcause again we
would be very assisted by the fact that you have got iewadnt over quite a diverse
part of Tasmania? And again | am not asking for specific

MR BENNETT: | know what the Commission is up to and.l.

MS FORSYTH: No, that is fine, but we are assistewbat you can give us but in
terms of these outer centres, what are some ohtineased costs and obviously the
transportation costs?

MR BENNETT: Well, probably got a cent and a half exdn transport costs. They
probably don’t get as big a — as good a buy price as a s$itebart that turns
300,000 litres a month if it is sponsored site, so that - -

MS FORSYTH: If I could hold you up just there. They day€t as good a buy
price, is that — if you are talking about just an indepenslemntice station or are we
talking about say someone who is part of your netwodk@esumably - - -

MR BENNETT: No, | am talking about an independent sergtation that we are
supplying. What | call a sponsored site is a site thaebody owns the site, other
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than Bennetts Petroleum and we just supply their fdéd. own the pumps, they
probably own the tanks, we might do a bit of painting ien, we do their RNM on
the pumps, but if you get to the country, you know, sontbaxfe sites only do 40 to
50,000 litres a month, so they don’t get as good a buying @sieesite doing half a
million litres a month in Hobart, because of thewné.

MS FORSYTH: The volume.

MR BENNETT: So therefore there could be — and | amysig figures here,
there might be two three - a leak in disparities & koow, a higher price in the
country that they are paying from a site in Hobart.

MS FORSYTH: And what we might be assisted with agmirawe will do this in
closed session, is perhaps getting some comparisonsomigh & your sites as to
some of the costs of urban and rural areas and ofgettiomparison to see how
that compares, if that would be of assistance to then@ission, but we can deal
with the detail of that in closed session. In relatio the shopper dockets scheme,
you have raised some concerns about the supermarketsay®uaised a concern
with the Commission that you see the oil prices baingady a significant discount
on, for example, the CRP that is available and yoe ladso noted that there is a
discount attached to that. What is your view of thgopko dockets scheme and how
has it impacted on your business?

MR BENNETT: Some service stations in Hobart, whdinst started they just
started — one, we started to accepted on one sitedppeshdockets, give four cents
off. And then as the prices got lower and we startegttalown towards our root
price as we call it, which is our buy price, there wasvay we could set a board
price and try and be competitive and give four cents tiifeaoff that because, you
know, okay, | have already said that we had cycles -egwud convenience stores,
but a good convenience versus a good supermarket, wheyeopimon and it is my
opinion only that when you go and can load some of thatdents onto what you
are selling as your main lines in the supermarket, okMietbix or your Cornflakes
orthe - - -

MS FORSYTH: Do you have any evidence - - -

MR BENNETT: No, no, | said it is my feeling, my fewj. | think everybody
knows that when | said - you know, we don’t have the luageenient stores where
we can load those prices by a cent or two cents pey Which no one would see
because they are not buying 50 litres of it at that price

MS FORSYTH: Getting back from how it is funded, beeatiseems that you
don’t have any specific evidence of how it is funded, baerms of how it has
impacted on your business in terms of volumes or - - -

MR BENNETT: It has impacted probably more on our cousgrvice stations.

MS FORSYTH: Right.
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MR BENNETT: Not the ones we operate but our sponsatesl &d you have got
people buying at their corner store and filling this car upranklin, or Southport or
Dover or seeing them they are now driving to Huonville, bugihtheir groceries
from the major supermarket and getting four cents adifren the petrol, so in my
opinion and it is my opinion again, but | believe theywsmg the petrol to go out
further and further away from their main supermarketirag that petrol volume in
and drag the grocery purchases in too, which is really lgustme of the smaller
supermarkets in those country areas.

MS FORSYTH: So the impact that you have seen is mhatuntry areas there has
been a decline in volume, is that - - -

MR BENNETT: There has been, probably by 25 to 30 per cent.

MS FORSYTH: And how has that impacted on — hasithaacted on the board
price in terms of — you mentioned earlier that loweuxtds mean that it - - -

MR BENNETT: No, no, no, with some of those sites,| said before, only doing
50, 60, 70,000 litres a month, so they have come back to 45, 5&,€9@ month;
their prices — they can’t get their price any lower, tbay't drop them and compete
with the major supermarkets 30 or 40 ks away, they canthgi&tboard price up any
higher than what it is at the moment, so yes, Isavwing - it takes a long time for
someone to go broke, but all of a sudden - - -

MS FORSYTH: This is the relevant saving, that is all.

MR BENNETT: Itis a relevant saving and when your etadtarts to hurt and you
can't pay your overdrafts or something you really — you aneggto see a lot over
the next two or three years, the smaller countrg sitesed. Now, that could be
good to the better petrol stations in Hobart but forpdsesons living in that area
probably not so good. He may not buy his petrol thittbe@time but there is going
to be times when they need something from that shtfaobfittle petrol station and
it is not going to be there.

MS FORSYTH: Sure.

MR BENNETT: And so the big get bigger and the small gets

MS FORSYTH: You have mentioned the smaller serviagosms, which sound like
they are independently operated, my question was aigat as impacted on
Bennetts. Presumably you might have supplied some @& Hegsgice stations, but
what about the service stations that you have supplibdsaness generally, have
you seen a decrease in volume as a result of the shdggeat scheme?

MR BENNETT: In the sites we operate, no.

MS FORSYTH: No. So you have seena- - -
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MR BENNETT: No, because in an independent marketameatford to market, we
can afford to advertise, we run specials in the conveaistores. So we are
probably one of Caltex resellers in Australia thalttbelir own and probably growing
against the supermarket discount operations.

MS FORSYTH: Do you find — you are obviously a Caltex lilesbut you are not
aligned, do you find that you get people trying to presehbpper docket at a
Caltex service station because there are - - -

MR BENNETT: People then go quickly, especially wheryttwell their car up and
then walk in with their shopper docket and ask for fomtseff, and we say that you
have got to go down the road, but the car is alreaddystuthey can't say, “Take the
petrol back.” They only do that once and they take theekhers and he doesn'’t - - -

MS FORSYTH: That's right. Excuse me just one moimkjust want to confirm
that | — I had a number of questions | wanted to ask thii a lot of it is to go into
more confidential matters. The only other question, kguledid have on the
shopper docket scheme was what responses you had toppesdocket scheme;
you mentioned just briefly before that there were soratciing of discount that you
offered for a period of time and perhaps some conveni¢oceafers. Could you
just explain on those for the Commission?

MR BENNETT: No, no, we just go for instance — ght, if | have someone drove
in with a Woolworths or a Coles voucher, we would giventtthe four cents off.

MS FORSYTH: And when was that?

MR BENNETT: That's going back four years ago now wiémolworths first
started in Tasmania.

MS FORSYTH: And then you ceased - - -

MR BENNETT: Well, we had to cease it then becausever® losing entirely
because of oil prices started to come down and it wasmgadeo much.

MS FORSYTH: And since that time you haven’t undertakenather schemes?

MR BENNETT: We went into Servo Savers, | think, whiehs a mainland
company that had come over, but as somebody said thisn@arning, it was too
hard for the customer to work out so we still had Auteegasign up, but no, it
doesn't really work.

MS FORSYTH: Now, the other issues that | wanted toudis with you and | will
just sort of identify them, | guess, because we perhajpet ainake it clear exactly
how we were going about this and confirm whether then@ission would be
assisted in going into closed session about these dah&har not you are satisfied
that we have covered enough ground. The issues were tibhdilhn@vpurchase — the
supply contract from Caltex and those sort of terras Bennetts had with that, the
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term of price and the competitiveness in the negotiatiten with the margins with
on selling arrangements and selling — Bennetts selling toroass and then moving
into some of the specific elements of the price boardisprofit and losses and the
costs of individual sites. Are these things that the @@sion would be assisted
with us exploring in closed session or not?

THE CHAIRMAN: Look, | think whatever use it would beliave a look at the
supply contract - - -

MS FORSYTH: That there may be something we can giohplin a closed session,
that is the only reason that - - -

MR BENNETT: Itis not a supply contract, it is arfichise.
THE CHAIRMAN: This is with Caltex?
MR BENNETT: Yes.

THE CHAIRMAN: Yes. | think that would be useful, ingust wondering about
the value of that ahead of some of the other issues.

MS FORSYTH: That’s why | am asking the question, Mai@han, whether or not
these are some things we might want to do in writingsamgly ask for some details
of some prices and P&Ls.

THE CHAIRMAN: | think that perhaps would be more helgdecause | know Mr
Bennett may not have that information with him, but maybecan put some
guestions to Mr Bennett in writing because they will hiveome back
confidentially in any event, they won't go into the publ&niscript. | should make
that clear, Mr Bennett, there will be nothing that sk wou for in confidential form
that will go into the public transcript at all or into tieport.

MS FORSYTH: Would those be of more assistance thea simply put that in
writing. Would that be convenient to you?

MR BENNETT: That would suit me better, yes.

MS FORSYTH: But the reason | asked the questionslaeacerned that it might
be simpler to simply put in writing some things that \eea

MR BENNETT: Yes, put it in writing, yes, yes.
MS FORSYTH: Some of them will be — just as | indéchto do with various make
ups of costs and transportation costs as betweendtiffsights and P&Ls and then

we can simply obtain those from you on a confide fizeslis.

THE CHAIRMAN: | think that would be useful, it just gig us a bit of a picture of
how the independents are distinct from the majors, whare getting some pretty
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good pictures from back on the mainland, but as to howdapendent distributor
and retailer just operates in Tasmania and you are probaélgf the more
extensive ones, so that would be very helpful for us.

MS FORSYTH: Mr Chairman, do you have any further questio open session
though?

COMMISSIONER MARTIN: | just had a couple of clarifitan questions. The
references to the terminals here in Hobart, you &&id-tit is all now going through
the Caltex — or most, and the Shell one, is thaed®@s

MR BENNETT: There is only one seaboard terminal resouthern Tasmania
and that is at Selfs Point, where the tanker actualyes in and pulls in to the wharf
and discharges the product.

COMMISSIONER MARTIN: There is only one?

MR BENNETT: As far as storage goes, there are tmbycompanies now that
store fuel at that seaboard terminal; one is Cahexlaey host Shell out of that
terminal and then you have BP, who hosts Liberty.

COMMISSIONER MARTIN: So what | am getting at isyen all this increase in
volume and it seems to be mainly diesel — say going lbmek or four years, is there
less terminal storage space now than there was tbegs §go0?

MR BENNETT: Yes, because Shell storage is off lines, not being used.
COMMISSIONER MARTIN: And it was the other major - -

MR BENNETT: That was the other major storage, yes.

COMMISSIONER MARTIN: And what about Devonport and-- -

MR BENNETT: | can't — 1 am only southern Tasman@| svouldn’t know.
COMMISSIONER MARTIN: So you don’t know?

MR BENNETT: No.

COMMISSIONER MARTIN: Okay. The other thing that | jusanted to clarify —
two things that you spoke about, you mentioned the CRldgrence Price and that
you were — that they were sort of the reference goimbuying. What — the
transport — like, one of your customers would pay — jostlgput for us what a
retailer would pay for you — what then pay your margins @l transport cost, would
they?

MR BENNETT: Yes, yes.
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COMMISSIONER MARTIN: Okay.

MR BENNETT: But not on top of the — well, probably nottop of the CRP. A lot
depends on his terms, if he was paying cash or he wédmas & bearing on what you
are asking ..... , yes.

COMMISSIONER MARTIN: Okay, because the problem ty@i face. The final
thing was that | wasn’t quite clear on was the scopbeo$izes of retail outlets. You
were giving us some examples around about half a mpémonth, what are now
the largest retail outlets, like the Coles Expresstwbrt of volume

MR BENNETT: | can't really speak about Coles. | knihat there would be -
again, there would be three — two rural sites in southasmania and one major
company site doing over a million litres a month; thatld be three sites.
COMMISSIONER MARTIN: Yes, okay.

MR BENNETT: And then it would come down from them.

COMMISSIONER MARTIN: Yes. Thanks.

THE CHAIRMAN: Thanks, Mr Bennett, you have been vieejpful and we will
send you some questions in writing and let me assure ygwithdée kept
confidential, the answers.

MR BENNETT: Just one thing, can | say to them, tA&€R gentlemen if you are
still here, don't forget the 1.99 on diesel and the 1.94 tolgéat the State
Government are pulling off on 1 October, so the wholgsade is going to be the
lowest by that month, so if the board prices just happeise that may be the reason
why.

COMMISSIONER MARTIN: Thank you.

THE CHAIRMAN: Thanks, Mr Bennett, that was not @sponse to a question |
take it?

MR BENNETT: No, it was a joke.

THE CHAIRMAN: Yes. All right, thank you very much.
<THE WITNESSWITHDREW [2.27 pm]
THE CHAIRMAN: Whilst on that basis we will declatieis hearing closed.

Thanks, Ms Forsyth.

MS FORSYTH: If the Chairman pleases.
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HEARING CLOSED at 2.27 pm INDEFINITELY
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