
SEAL-A-FRIDGE PTY LTD 
P.O. BOX 12029, 
GEORGE ST, 
BRISBANE, QLD, 4003 

1 I December, 2006 

AUSTRALLAN COMPETITION & CONSUMER COMMISSION, 
P.O. BOX 10048, 
ADELAIDE ST. POST OFFICE, 
BRISBANE, QW, 4000 

Refi N501%N50199 and N92676 

Attention Ms Nadia Cooke / Ms Jaime Norton 

Dear Ms Cooke & Ms Norton 

RE: SeaI-A-Fridge Pty Ltd - Notification of Exclusive Dealing 

Please find enclosed the following our submission in response to your letter 17 
November 2006: 



Annexure "An 

Further Information Submission for Exclusive Dealing Notification - Full Line 
Forcing and Third Line Forcing. 

For Exclusive dealing notifications N50196-N50199 and N92676 

A. Notification: 

This submission has been prepared to assist the Commission in its consideration of the 
Exclusive Dealing Notifications. 
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A m e m  "A" Continued 

We refer to your letter of 1 7m November, 2006 and the Commisssion's 
request for firher infomation in respect to the notified conduct. 

We have provided detailed responses to your questions, 

Suppiy of goods by SAF: 

1 SAF does not manuhture PVC Extrusion and/or flexible 
magnetic product.. 

Similar to other franchise groups such as Retravision, Mitre 10 etc who also 
do not manufacture the goods they sell. By purchasing in bullc, savings are 
made by the Franchisee who can then offer the public lower prices. 

la. SAF acquires directly or indirectly products h m  various businesses's 
who either mauufacture or supply products. 

1. Patrick Products ABN - 78929 681 855 
2. RBM Plastics Pty Ltd ABN - 64000464960 
3. Austwide Plastics Pty Ltd ABN - 16007 33 1 946 
4. Electrolux 

SAF and any of its directors are not a shareholder or shareholders, owner or 
director of any of the listed business's or companies. 
SAF will purchase goods in bulk f b m  any business or company that will 
provide supplies at a consistent standard that meets our requirements and at 
an agreed price. 



2 SAF requires that manufacturers/suppliers supply supplies that 
meet minimum quality standards. Some of the suppliers do not 
manufkctme the goods they sell, they are simply the "middle man" 
and repackage the goods. 

SAF requires that the original manufacturer be IS0 Certified This 
contributes to a high quality control over the goods manufactured and the 
public obtains a higher quality product. 

Suppliers to SAF must ensure that goods are supplied to SAF in a timely 
manner and meet minimum quality control standads and are supplied in 
bulk at an agreed price. 

SAF does not receive a rebate or other financial benefit h m  any business or 
company listed in 1A. 

3 SAF distributes its supplies fiom Burleigh Heads on the Gold 
Coast Queensland, just north of the New South Wales & 
Queensland border. 

4. Of the 30 SAF Franchisees in Australia 23 of the 30 or just over 
76% are located in either New South Wales or Queensland; 13 
Franchisees in NS W and the ACT and 10 in Queensland 
The majority are located on the Eastern Seaboard within major 
transport links of our distribution centre in Burleigh Heads. 
Therefore the majority of Franchisees benefit h m  reduced 
transport costs. 

You may be aware, that it costs more to ship goods h m  the South eg: 
Melbourne to Brisbane than it does to move goods h m  Brisbane to 
Melbourne. This is due to the fact that more goods move b m  the South to 
the North, therefore transport companies give lower rates to move goods in a 
Southerly direction: SAF is able to benefit h m  this commercial situation. 

As detailed in Section - 1F b) of the Seal-A-Fridge Franchise Agreement: 
"The Franchisee will bear all costs of cartage, kight and insmince involved 
in the delivery of supplies." 



SAF does not make any profit b m  transporting goods to   chi sees and 
has negotiated lower rates with National Transport Company NQX a 
subsidiary of Toll Transport. It is in SAF's interest that Franchisees obtain 
the lowest transport costs. 

Another way that many national companies reduce the cost of transportation 
is by using a method called "Drop Shipped" this means that the warehouse 
of the nominated approved suppliers becomes a warehouse for SAF 
Franchisee's. For example, lets say a bch i see  in Victoria wants some 
supplies, just because the SAF warehouse is on the Gold Coast some 
supplies could be sent directly b m  the nominated approved supplier in 
Melbourne not sent via the Gold Coast and back to Victoria Obviously an 
agreement would need to be worked out between SAF and the Nominated 
approved supplier, but this is a very common commeqial arrangement for 
national companies. 

We are aware that some Franchisees in Victoria for example have 
questioned that purchasing supplies from SAF will increase the cost of 
supplies because of extra transportation costs moving supplies h m  Burleigh 
Heads to Victoria 

Obviously there are transport costs involved even if the goods are moved 
within Victoria done. The question of transportation cost should not be 
viewed in isolation by a few franchisees but as a group of thirty   chi sees. 

What should be compared is the overall cost of supplies and transportation 
costs. 

SAF submits that the benefits of purchasing supplies in bulk and the cost 
savings achieved more than outweigh any extra transportdon costs h m  
Queensland to Victoria 



5. Nominated Approved Suppliers: 

SAF Franchisees require many different kinds of PVC extrusion profiles. 
None of the existing and currcnt supplim make all of the PVC profiles 
required to replace all of the refigeration door seals in Austrslia They come 
from a variety of sources as listed in Sa and Sb. SAF intends to purchase in 
bulk from all of the companies listed in Sa and 5b. 

There are no current nominated approved suppliers until we obtain 
notification from the ACCC. 

In May 2006, SAF applied minimum quality standards for Authorized 
Products (see Doc 8) In that letter business's who met the standards or had 
products that did not meet the standads but who could still supply are listed 
in 5a & Sb. 

5a & 6 PVC Extrusion 

(1) Seal-A-Fridge Pty Ltd - Gold Coast 
(2) RBM Plastics Pty Ltd - Sydney 
(3) Austwide Plastics Pty Ltd - Melbourne 
(4) Whitegoods original parts suppliers such as Electrolux, LG, & 
Samsung etc throughout Australia 

5b & 6 Flexible Magnet 

(1) Seal-A-Fridge Pty Ltd - Gold Coast 
(2) RBM Plastics Pty Ltd - Sydney 
(3) Austwide Plastics Pty Ltd - Melbourne 
(4) Whitegoods original parts suppliers such as Electrolux, LG & 

Sam- etc throughout Australia 



7. Currently there are no nominated approved suppliers, when they exist 
the cord of transporting goods to Franchisees will vary depending on the 
location of the Franchisee and the nominated approved supplier. The cost of 
transporting is a minimal part of the cost of the supplies. The cost savings in 
bulk purchases will outweigh any cost that Franchisees would have in 
transporting goods from Nominated Approved Suppliers outside of their area 
(see point 10) 

8, The minimum quality control standards are listed in the Seal-A-Fridge 
Operations Manual. (see Doc 1) 

Any supplier must meet the minimum quality standards for Authorized 
Products. However, if a supplier is unable to supply a product that meets the 
minimum quality standards, therefore a product cannot be supplied to 
Franchisees that meets our stanWs, then a Franchisee may purchase that 
product with the prior written consent of the Franchisor until such times that 
a pmduct can be sourced that meets minimum quality standards. 

The minimum quality standads help protect the value and image of the 
trademark and the overall protection of the image and reputation of the Seal- 
A-Fridge Franchise System. Since, Seal-A-Fridge manufactures a ve-q 
specific product being refiigeration door seals the Seal-A-Fridge System is 
totally integrated with the manufacture of refiigeration door seals, therefore 
SAF needs to protect its valuable trademark. 

9. Suppliers seeking to become a nominated approved supplier would 
be required to provide products that: 

(a) Meet or exceed the minimum quality control standards 
(b) Charge an agreed price. 
(c) Agree to confidentiality provisions to protect the SAF system 

and intellectual property and trademark 



Impact of Arrangements: 

10. Clearly if SAF Franchisees are able to purchase supplies at a lower 
price by purchasing in bulk then the public will benefit. The same 
format is used by companies such as Officeworks and Bumhgs. 

10(a) SAF and other Suppliers: 

In 2004-2005 there were three main suppliers in the after market supply 
of refiigemtion door seal products being PVC extrusion and magnet. 
Those being RBM Plastics Pty Ld, Austwide Plastics Pty Ltd and K- 
Weld Plastics and Engineering Pty Ltd. Then in 2004-2005 RBM bought 
out K-Weld leaving only two major suppliers. 

l* May, 2005 RBM raises prices by 15% across the board (see Doc 2) on 1 * 
July, 2005, Austwide increased their prices 6% (see Doc 3) 

I sent a letter to Franchisees dated 1 4 ~  August, 2005 (see Doc 4) 

RBM responded in a letter dated 23" August 2005 (see Doc 5 )  

I) 
1 * November 2005, SAF starts to supply PVC Extrusion and magnet directly 
to Franchisees to ensue quality control and to stabilize prices (see Doc 6) 

SAF prices are below that of RBM and Austwide. 

Six months later due to falling sales RBM on srn April, 2006 sends letter to 
customersl 



To reduce cost RBM has reduced the quality of the PVC extrusion and 
magnet. 

In December, 2005, I had a meeting with M Shane Dallas of the Brisbane 
ACCC, who gave me some suggestions as an alternative to submitting a 
notification to the ACCC. They were to set minimum quality standards for 
supplies. This was done in a letter to Franchisees on 13' April, 2006 
(see Doc 8) In that letter it stated that Franchisees could purchase certain 
extrusions fiom SAF, RBM and Austwide. 

This conduct has not started and will not start until the ACCC has 
made its decision, due to the fact hchisees  will not purchase goods 
in bulk until SAF is provided with the status of Notification - then we 
will be able to purchase supplies in bulk. 

If all 30 Franchisees purchase in bulk we anticipate that a discount of 
between 5% -15% will be achievable for bchisees. 

lOaii SAF does not have any nominated approved suppliers. 

lob i We make the following quality comparisons between SAF supplied 
products and the suppliers below. 

1. Austwide Plastics does not have IS0 quality certification for flexible 
magnet or PVC exbusion. Austwide producl such as their PVC 
extrusion, has lines down the PVC extrusion and not a smooth finish 
as required by the minimum quality standards. Austwides extrusion 
has a medium resistance to mould bacteria not a high resistance. 
Austwides PVC extrusion is under thickness of that required by SAF 
minitrium quality standards. 



2. RBM Plastics does not have IS0 quality certification for flexible 
magnet only for PVC extrusion. (see Doc 9) RBMs flexible magnet is 
not to the size required by SAF minimum quality standards. RBM 
PVC extrusion is under thickness of that required by SAF minimum 
quality standards. 

3. SAF purchases supplies from Companies that have both IS0 
Certification for PVC Extrusion and flexible magnet (see Doc 10) 
SAF supplies meet minimum thickness and smoothness, mould 
resistance required by the SAF minimum quality standards. 

lob ii There are no nominated approved suppliers 
Franchisees have been free to purchase supplies in the open market as long 
as these supplies meet minimum quality standards. 

l l a  100% ; if our submission of conduct is allowed to stand then SAF will 
be in a position to purchase in bulk fiom any supplier that meets our 
minimum quality standards. 

m l l b  There are currently no nominated approved suppliers. This will take 
place once notification has been allowed to proceed. 

12. The Franchisees will forward a request to the Franchisor on the basis 
that they are unable to source products that meet the minimum quality 
standards fiom nominated approved suppliers. The Franchisor will verify the 
request and if deemed to be true a letter indicating permission will be 
forwarded to the Franchisee. 

This is not to be a long and drawn out process it should not take longer than 
7 days. 



13 1. RBM Plastics Pty Ltd 
2. Austwide Plastics Pty Ltd 
3. PatrickProducts 
4. RehauPty Ltd 
5. ActrolParts 
6. Seal-A-Fridge Pty Ltd 
7. Double Glased Products 

There are many others but these are the major wholesale suppliers in 
Australia, there are also many more international suppliers at least another 
fifty. 

14 This is contained in the Frauchise Agreement under Clauses 4A 
Authorized Products & 4C Operating Standards. 

In effect, a Franchisee would choose not to purchw PVC extrusion or 
flexible magnet fiom SAF or nominated approved suppliers. Then they 
would be supplying a product that is not authorized by the Franchisor. This 
is in direct breach of the following clauses of the Franchise Agreement. 

4A Authorized Products and 4C Operating Standards 

The fkt procedure would be to notify the Franchisee to cease this conduct 
as detailed in Clause 6B h) and 6B i) the Franchisee will then have 21 days 
to cease or rectifjf the conduct. 

If the Franchisee does not remedy the conduct after 2 1 days, then the 
Franchisor may terminate the Agreement for a Material Breach as detailed in 
Clause 6B. 

Commonsense would prevail as other action may be taken as a court 
injunction to prevent damage to the trademark 

In nearly 10 years of Franchising, an Agreement has never been terminated 
for a material breach. 



15 a This requirement was introduced for the following reasom: 

1) To purchase supplies in bulk fjrom suppliers and therefore as a cost 
saving measure which reduces the cost of our products which can lead to a 
reduction in the price of the products for the public or at least ensure that the 
price to the public does not rise for a period of time. 

2) To ensure SAF maintains quality control over its Authorized Products 
and to protect the SAF trademark, brand image and system. As previously 
detailed in the documents provided, the two major suppliers in the market 
RBM and Austwide had serious problems with quality control and still do. 
These suppliers in order to cut cost have reduced the quality of the products 
they supply. This directly impacts on the brand ,image and t r a d d  of 
SAF. By setting minimum quality standards this raises the standard of 
quality and SAF protects its trademark and the public obtain a higher quality 
product. 

3) To ensure that SAF Franchisees are able to provide to its customers 
(public) a wst effective and affordable seal replacement service now and in 
the future. 

15 b SAF has never required Franchisees to deal exclusively with SAF or 
nominated suppliers. We are awaiting final notification fkom the ACCC. 

SAF did send a letter to all Franchisees dated 13' April, 2006 (see Doc 8) 
indicating that &om 1' May, 2006, F m c b s  must purchase products or 
supplies that meet minimum quality standards where available as d d e d  in 
that letter. 

SAF has not notifid Franchisees that they must deal exclusively with SAF 
or nominated approved suppliers. At this stage, when the ACCC wncludes 
its consideration of the submission for notification by SAF, Franchisees will 
then be notified in writing in relation to the wnduct detailed in the 
notific8tiolz 



In Summary: 

(1) SAF intends to purchase supplies h m  any supplier in bulk which 
will result in lower costs to Franchisees and lower costs for the general 
public. 

PVC Extrusion 

(2) For the most common profile (generic) of PVC extrusion code -220- 
land 
J 

' s k  $1.03. This averages to be $1.02 p/m. 

If all thirty SAF Franchisees were to purchase h m  SAF we would be able 
to negotiate a bulk buying rate discount of between 5-1 5% this equates to a 
per meter price of between 96 .9~  to 86.7~ which is a saving of betwexn 5c to 
1% per meter. 

Flexible Magnet: 

The average price per meter for magnetic strip is[ 
- 

I BAF 74c - these averages to be 740. 
I 

If all 30 SAF Franchisees were to purchase h m  SAF we would be able to 
negotiate a bulk buying rate discount of between 5% -15% this equates to a 
per meter price of between 70c to 62.9~ which is a saving of between 4c to 
8c per meter. 
This would be a combined saving of between 9c to 23c per meter on PVC 
and magnet. 

The savings made in the purchase of supplies in bulk as detailed would be a 
comb'ied saving of between 9c -23c per meter. This would more than offset 
any transportation costs even if supplies had to be sent h m  the Gold Coast 
to Melbourne. Supplies may also be "Drop Shipped" h m  nominated 
approved suppliers so that the Franchisee would not incur additional 
transport costs. 



12. 

(4) Quality Control 

Prior to establishing SAF minimum quality standards in May of 2005, there 
were not any minimum standads for PVC extrusion and flexible magnet. 
Franchisees took what the suppliers gave them as detailed in RBM's letter 
and our letter - quaIity control was a major problem. This led to poor quality 
products being supplied to the public. SAF has set the standard for suppliers 
and the general public is the winner, because they now receive higher quality 
products and the product they pay for will last longer. 

Franchisees will not only be able to purchase supplies at a lower price, the 
quality of these supplies will have risen, which benefits the public. 

Some SAF Franchisees mainly based in Victoria, are against SAF h m  1 1 1  
line forcing on the basis of transportation costs md range of products. The 
three Melbourne metropolitan based Franchisees only make up 10% of SAF 
Franchisees and as detailed my transportation costs will be more than made 
up for in the bulk purchase discounts they would receive. 

With regads to a range of products, SAF and nominated approved suppliers 
intend to cover 10W of the products required so no Franchisee will be 
disadvantaged. 



Public Benefit 

The public will benefit h m  the conduct detailed in our notification. 

We have already provided a benefit to the public over the past 12 months 
when on the l* of October, 2005, SAF lowered the price of supplies by 
entering the market as a supplier and undercutting the competitor's prices. 

Further benefit was provided to the public in lower prices on the I* of May, 
2006, when RBM Plastics lowered its pricing as a result of SAF's 
competitive pricing. This not only benefited SAF Franchisees but all 
purchasers of PVC extrusion and flexible magnet. As previously detailed 
SAF Franchisees have a market share of about 25% the other 75% is made 
up of our competitors. All purchasers benefited, and so did the public. 
If this conduct is approved, SAF will again be able to offer Franchisees 
lower prices and the flow on will be that the public will benefit h m  this 
conduct. 



In Conclusion 

We have provided the ACCC with a detailed submission and finher 
supporting documentation in respect to the conduct. 

We submit that there is clear, existing and compelling evidence that the 
likely benefit to the public fbm the conduct outweighs any likely detriment 
to the public h m  the notified conduct. 

We ask the ACCC to allow this conduct and to allow SAF to prove the 
benefits in the marketplace and to take into consideration that the ACCC 
may still act to remove immunity afforded by notification at a later stage if it 
is satisfied that the likely benefit to the public h m  the conduct will not 
outweigh the likely detriment to the public h m  the conduct. 

The majority of SAF Franchisees support this conduct, as they will pay less 
for their supplies, however, it is not the SAF Franchisee's who must benefit 
fbm the action, it is the general public. 

A small group of SAF Franchisees who oppose this conduct 1 
I -18e intent on delaying and stalling a& 
decision by the ACCC through preemptive submissions to the ACCC prior 
to SAF ev& submitting any d&enktion to the ACCC regarding firll line 
forcing or third line forcing. 

The reason for their action is solely to delay SAF in obtaining notifidon, 
so that they may keep the prices higher as the busiest time of the year for the 
refiigeration door seal market is the months of December, January, February 
and March. In these months 60% of the years work is performed due to the 
W that these are the hottest months of the year. 

Further delays in this notification process will not only be of detriment to 
SAF Franchisees but the big loser will be the general public who will 
continue to pay higher prices for their seals during the busiest time of the 
Year 



For this reason, and the many others we have detailed, we request that the 
ACCC provide a response to the submission prior to the end of  December, 
2006, so that the public may benefit h m  the start of 2007. 

If you require any clarification on any of the answers please contact me. 

Yours Sincerely, A 

SEAL-A-FRIDOE PTY LTD 



Section 4A of the Franchise Agreement, bbAuthorised Products" states:- 

"a) % Franchisee shall ofer to his customers aU and only those products or 
services specijied by the Franchisorhm time to time. Franchisee shall not 
o f i r f i r  sale any non-approved products or services without the prior written 
consent of the Franchisor. 

b) The Franchisee shall not ma& any representationss statements or wwranties 
about the Business or the authorisedproducts or services other than those which 
are expressly permitted by this Agreement or which the Frcurchisor may 3m-t 
authorise in writing. ." 

Franchisees using the Seal-A-Fridge System manufhtwers a very specific product, being 
refrigeration door seals. The product and service is sold by franchisees, is subject to a 
registered trademark (NO 632127 registered on 14 June 1994). The Seal-A-Fridge System 
is totally integrated with the manufacture of refrigeration door seals. 

To protect the value and image of the trademark and for the purpose of protecting the 
overall image and reputation of the Seal-A-Fridge Franchise System, the h c h i s o r  has 
set minimum quality standards on products used in the manufacture of refrigeration door 
seals. 

Antborised Product or Service 

As defined by the Seal-A-Fridge Franchisee Agreement, "Authorised Product or Service" 
means those products or services approved by the h c h i s o r  for sale by the fianchisee as 
set forth fiom timeto-time in writing by the hchisor .  To gain the status of an 
"Authorised Product", the product must be approved by the franchisor. 

Seal-a-Fridge, Minimum Quality Standards for Authorised Products 

These standards apply to all PVC Extrusion and Flexible Magnet products used in the 
manufacture of refrigeration door seals. Where a product is available that meets the 
minimum standards, a franchisee must purchase the product or products. If a product is 
not available that meets the minimum quality standards, then the franchisee may purchase 
that product with the prior written consent of the franchisor, until such times that a 
product can be sourced that meets minimum quality standads 



PVC EXTRUSION MINDlWM STANDARDS 

TEST NAME 

Specific gravity (density g/cc) 

Hardness shore "A" at 25 V 2EC 

Tensile strength ~f inm'  

Elongation at break 

Migration of plasticizer at 70EC for 6 hours 

Migration of plasticizer at 120EC for 6 hours 

Migration of plasticizer in contact with HIPS Sheet 
(~fkigerator cabinet) at 70EC for 24 hours 

Fungicide material composition 

Tensile stress (100% modulus) 

Congo red at 200EC 

Oil resistance at 70EC for 48 hours 

Water resistance at 70EC for 48 hours 

Soap resistance at 70EC for 48 hours 

Hexane resistance at 25EC for 1 hour 

Variation in tensile strength at 120EC for 6 hours 

Variation in elongation at 120EC fbr 6 hours 

Effect of seal on painted panel at 70EC for 168 hours 

EfEct of gasket on painted panel or paint softening at 
70EC for 168 hours 

Colour guard 
UV resistance for 168 hours 
Sun lamp resistance for 2% hours 

Profile thickness (digital verniers) 

Visual appearance test 

SPECIFICATION 

1.40- 1.45 

72 V 2 

> 1 1 ~finrn' (moulded slab) 

> 300% (moulded slab) 

<5mg 

# 1% 

# 0.5% 

Added to compound. 

> 55 Kg flcm2 

> 85 minutes 

# 100A 

# 5% 

# 5% 

# 5% 

V 15% 

V 15% 

Very minor. 

1 penciI hardness. 

Must be added 
# 4  1.5 
# 4  1 

Extrusion must be minimum 
thickness of 0.5 mm. 

Extrusion must have a high quality 
smooth finish, free of any line or 
streak marks on the outside of the 
extrusion. 



TEST NAME 

IS0 9002 certification 

SPECIFICATION 

To ensure quality control, the 
manufacture of the products is to be 
an IS0 9002 certified company. 

TEST NAME 

Physical test 

Green paper test 

Magnet size test (digital verniers) 

1 inch steel bar lifting test 

Shore "A" hardness test 

Visual 

FLEXIBLE MAGNET STANDARDS 

SPECIFICATION 

Must not break when folded in half. 

Must have a minimum of 3 poles. 

Must have a minimum size of 
9.8 mm x 3.2 mrn V 1 mm. 

Must have a minimum liftiig force of 
100 grms palinch with an air gap of 
0.4 rnm. 

Must have a minimum shore "A" 
hardness of 95. 

Must have a minimum of one identity 
line marks on the non-magnetised 
side of the magnet. 

- 



TEST NAME 

Visual 

Laboratory binding test 

IS0 9002 certification 

SPECIFICATION 

Must have a smooth appearance to the 
SUfUCe. 

Must have a strong binding 
compound to b i d  the ferrite powder 
together to ensure that it does not 
stain the extrusion. 

Quality Control - to ensue quality 
control, the manufacturers of the 
products are to be IS0 9002 certified 
companies. 



Document 2 

EXCLUDED FROM 
PUBLIC REGISTER 



Document 3 

EXCLI.!DED FROM 
PUBLlC kEGlSTER 



SEAL-A-FRIDGE PTY LTD, 
P.O. BOX 12029, GEORGE ST, 
BRISBANE, QLD, 4003 

14 August 2005 

Dear Franchisee 

RE: RBM & AUSTWIDE PRICE INCREASES 

In relation to many phone calls, emails and letters from Franchisee's. I wish to acknowledge 
your concerns and outline my thoughts on the recent price increases. Since RBM increased 
their extrusion and magnet prices by Z5% on the 1 5' of May, 2005. many Franchisees's 
sensed that it would only be a matter of time before Austwide increased their prices. 

When &Weld sold their business to RBM plastics. K-Weld had about 60% of the .4ustrdian 
market leaving Austwide with about 40%. This was a very healthy balance. and prices were 
comparatively the same due to the competition. Both K-Weld and .4ustwide were suppliers 

. solely of extrusion and magnet. 

RBM has since lost market share to the extent that they now haye only about 15% of the 
market with Austwide enjoying a massive 85% which is totally unbalanced and could cause 
problems in the industry. 

Most Franchisees are aware that RBM had problems with the transfer of dies and product 
supply when they took over From K-Weld - as if this problem was not enough RBM's 
management thought their product was worth more and decided to increase the prices for all 
products by 45% greatly misjudging their importance in the marketplace. As a result 
customers have been purchasing fiom Austwide in droves substantially increasing their 
market share. It has amazed me that anyone would purchase a clearly proti table company for 
more than 20 years. and then make certain decisions that have been estremely detrimental to 
that company's profitability. 

The supply of extrusion and magnet to the market is all about volume. the more RBM and 
Austwide can sell in meters - the more they can purchase in bulk and reduce their costs and 
increase profits. RBM is a large company who can purchase their materials in bulk to receive 
a better discount. where Austwide is a small company who does not have the purchasing 
power to obtain the discounts through bulk orders. 



Many Franchisees's expressed their disappointment that Austwide has increased their prices, 
when their market share has more than doubled from 40% to 85%. The saving in purchasing 
their materials to produce the extrusion would be considerable which would more than offset 
any price increase in raw materials "due to the current oil price.. as detailed in their price 
increase letter. Austwide's letter was dated the 1 ** of July 2005. when the oil price had 
peaked at $58.00 USD per barrel or so the analysists had thought. At the date of this letter the 
price of oil had increased further to $66.88 USD which is more than 15% higher than when 
Austwide increased their prices and it is expected to climb higher. Clearly this will have put 
more pressure on Austwide to increase their prices once again. 

Some Franchisee's have stated that they expect Austwide to increase their prices by a similar 
margin again by the end of the year, to bring them in line with RBM's prices. 
Unfortunately due to the lack of competition in the market Austwide knows that it can keep 
increasing its prices because the market can only purchase h m  two suppliers. 

Some Franchisee's are concerned with the following scenario: that RBM after purchasing a 
business that held 60% of the market share that has now plummeted to only 15% may pull 
out of the market altogether. This scenario is a major concern to all Franchisee's if it was to 
occur. With no opposition, Austwide could and no doubt would charge what they like tbr 
their products. Austwide has already shown its hand in charging excessively high prices for 
extrusions that can only be purchased tiom them. For example. SHP - 0 I or FP2 at 52.00 
plm, or the new L6-0 1 at $2.50 plm - a fairer price would be around $1.35 -$I .5O plm. 

What increases the chances of RBM pulling out of the market is firstly - hardly anyone is 
purchasing the majority of their supplies tiom them and if they are it is only in small amounts 
on selected items and secondly RBM does not only manufacture extrusion and magnet. It is a 
much larger company that is diversified into many products such as pipes. cables. hard 
plastic profiles etc. If they can not make a reasonable protit on the extrusion and magnet side 
of their operations they may just shut it down. While I would encourage Franchisee's to 
purchase from RBM. I am aware that due to the problems of supply initially experienced 
from their plant and taking into account the 2j?6 price increase the majority oFFranchisee's 
are refraining to do so. Another scenario raised by a Franchisee is that if Austn-ide runs into 
problems with its manufacturing plant. similar to the problems RBbl had with its dies and 
this occurred during the peak summer demand period. then evep-one would be lbrced to 
purchase from.RBM at their higher prices. 

Mony Franchisees' have also commented on Austwide's new price list. which after 10 years 
h a s  E n d y  a tlat price per crate of extrusion and a price t i  loose extrusion lengths. Afier 
much discussion Awtwide has finally acknowledged in their price l ist.  that it costs the Same 
per crate to manufacture for 1. 2 or 10 crates. Unfortunately RBM still has their price list 
detailing different amounts for 200.406.600 & 880 meters when the whole industry knows it 
costs them the same amant to manufacture per ewe. 



Another issue of concern with Franchisee's is the different prices charged by Austwide for 
the same extrusion profile. Some Franchisee's have forwarded me their price lists tbr 
comparison - for confidentiality reasons we will not name the Franchisee's but they are 
within 60km's of each other. the magnet price is the same, but the extrusion prices vary 
considerably from 5, 10, or even 40c per meter. The price per meter should be the same for 
everyone with the cost of the freight being the only variable factor. 

After discussions with many Franchisee's concerning the previous mentioned issues and 
possible scenarios it is clearly apparent that in order to keep prices stable in the market place 
another supplier is needed to keep the existing suppliers prices competitive With more 
competition it will force RBM and Auswide to meet the market price instead of dictating the 
prices they do now. Seal-A-Fridge franchisee's service about 25% of the Australian market, 
giving us substantial purchasing power. In the past K-Weld, Austwide and RBM have never 
offered us a discount if we were to purchase in bulk because they knew we had to purchase 
off them due to the lack of competition. We have already spoken to other manufacturers in 
Australia who supply other whitewoods manufacturers in Australia. They have provided us 
with samples of their magnet and extrusion, which in initial trails have shown to be of a very 
high standard. . 

Our aim is to pwhase the highest quality magnet and extrusion in bulk h m  the largest 
manufiu:turers who buy their materials ;tt the best discounts. By purchasing from these 
companies it will minimize the efiect of the oil price increases and keep prices more stable. 
On preliminary quotations the price per meter will be under Austwide's current price list and 
well under RBM's price list. 

A price and order list as well as samples will be forwarded to you shortly and orders can be 
taken From the lSt of October 2005. We anticipate being abk to supply u full range of profiles 
and magnet by October 2005. 

If you have any queries. please don't hesitate to contact me on 04 18 250 240 or 
higel@seal.com.au. 

Yours sincere1 y. 

NIGEL ROONEY 
FRANCHISOR 
SEAL-A-FRIDGE PTY LTD. 
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SEAL-A-FRIDGE PTY LTD, 
P.O. BOX 12029, GEORGE ST, 
BRISBANE, QLD, 4003 
PH: 0418 250 240 
FAX: 07 5562 11 12 
EMAIL: or&,-s@,sea~.ccm.s 

Issue Date: 1" October, 2005 
Ex-Factory price list - exclusive GST & Freight 

Any loose lengths - 10% surcharge 

PRICE 
COLOUR 
1.05 
1.03 
1.05 
.97 

' -90 
1.90 
.63 

1.05 
1.03 
1.05 

PRICE 
WHITE 
1 .O 1 
1.0 1 
1.02 
-97 
.90 

1.90 
.63 

1 .O1 

PROFILE CODE 

S146 
S220 
S193 
S206 
S188 
S F & P 2  
S159 
SO07 

STOCK 
COLOURS 
White/py/brown 
White/grey/brown 
White/grey/brown 
Whitelblack 
Whitelblack 
Grey 
Whitelblack 
Whi telblack 

SO0 1 
SO08 
Magnet S9832 
(premium) 350m roll 

Whitelblack 1 .99 
White/grey/brown 1 .O 1 

$74 
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SEAL-A-FRIDGE PTY LTD, 
P.O. BOX 12029, GEORGE ST, 
BRISBANE, QLD, 4003 
PH: 0418 250 240 
FAX: 07) 5562 11 12 
EMAIL: 

13'~  April 2006 Manufacturers I Suppliers of Refrigeration Seals 

Dear 
The recent issue of the Seal-A-Fridge Operations Manual has been met with overwhelming 
approval. The general feedback from Franchisees has been that they welcome the Seal-A-Fridge 
System being strengthened by the Franchisor's standards, specifications, procedures and policies. 
This creates a uniformed system for all Franchisee's to follow. 

In today's marketplace it is critical that Seal-A-Fridge Franchisee's maintain their competitive edge 
over rivals in the marketplace. To ensure this one of the issues raised in the Operations Manual was 
the updating of the Seal Size, Make and Model Catalogue. To provide the most comprehensive and 
up to date catalogue requires the cooperation of all Franchisee's to please fonvard your 
measurements and details so that they may be collated and checked and then compiled into the 
completed catalogue. The updated catalogue will then be saved onto a disc and forwarded to all 
Franchisee's. To facilitate this would you please forward any details for the catalogue by the 301h of 
April, 2006 to our ofice address in Brisbane or alternatively fax or email them directly to me. 

To ensure that all Franchisee's are providing the same quality of Refrigeration Door Seals. all 
Franchisees must manufacture refrigeration door seals from supplies and protiucts that exceed or 
meet the Franchisor's minimum quality standards. 
For over six months we has been supplying extrusion and magnet to Franchisees that exceeds the 
minimum quality standards. Of the 35 Seal-A-Fridge Franchisee's in Australia 25 Franchisee's have 
been purchasing supplies on a voluntary basis. From the 1 May 3006. all Franchisee's must 
purchase products or supplies that meet the minimum quality standards where available. 

To protect the overall image and reputation of the Seal-A-Fridge System and Trade Mark the 
continued use of PVC extrusion and magnet that does not meet minimum quality standards without 
prior written consent of the Franchisor after the I" May 2006. will result in breach of Section 4C 
operating standards of the Franchise Agreement. Further continued breaches will result in a breach 
of Section 6B (i) -Termination of Franchise by Franchisor for material breach of Franchise 
Agreement. 
A detailed list of products and supplies that meet the minimum quality standards has been supplied. 
(See attached) 
If you are in any doubt as to what products or supplies meet or exceed the standards please contact 
me. We look forward to receiving your Make, Model and Size Catalogue details. 

I 

SEAL-A-FRIDGE PTY LTD 

The Domestic and Commercial Refrigeration Seal Specialists - sea/.com.au 

a 
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SEAL-A-FRIDGE MINIMUM QUALITY STANDARDS FOR AUTHORIZED PRODUCTS 
- 

(effective 1" May, 2006) 

The following PVC Extrusions meet the Seal-A-Fridge minimum quality standards when marked 
with a YES. Those marked with a NO do not meet the standards and may only be used with 
written consent from the Franchisor. 

SUPPLIER SEAL-A-FRIDGE 
PROFILE CODE 
S146 -YES 
S220 - YES 
S193 -YES 
S206 - YES 
S188 - YES 
S F&P -YES 
S159 -YES 
SO07 -YES 
SO01 -YES 
SO08 - YES 

AUSTWIDE 
EQUIVALENT 
D4M -NO 
D4L -NO 
D3K -NO 
2061 144 -NO 
188 -NO 
FP2 -NO 
D9 -NO 
D7 - NO 
Dl -NO 
D8 - NO 

RBM 
EQUIVALENT 
2201 146 -NO 
220 -NO 
1931128 -NO 
2061 144 -NO 
188 -NO 
F &p -NO 
159 -NO 
2205 -NO 
206 -NO 
141 -NO 

As detailed in Chapter 13 of the Seal-A-Fridge Operations Manual. if a product meets the 
Franchisor's minimum quality standards then the Franchisee must purchase that product. Any 
other PVC extrusion not listed on this page may only be used with prior written permission of 
the Franchisor. 

PVC Extrusion Profiles such as Austwide's C 1. C2. C3. C4. ELX 1 -3. IG 1. PL6. W7. %'8, MC 1 
and SHPl (Sharp) which do not meet the minimum quality standards may be used until such 
times when a profile is found that meets the minimum standards. 

PVC Extrusion Protiles such as RBM's KW 142. 192.3205 which do not meet the minimum 
quality standards may be used until such times as a profile is found that meets the minimum 
standards. 

The following flexible magnets meet the Seal-A-Fridge minimum quality standards when 
marked with a YES. Those marked with a NO do not meet the standards and may only be used 
with written permission from the Franchisor. 

SUPPLIER SEAL-A-FRIDGE AUS.I'U'IDE 
PROFILE CODE EQUIV/\LENT 
S9832 -YES R9327 -NO 

K983 1 -NO 

RBM 
EQI!IV.AL.EYT 
STAND.-\RD -NO 
.An! RRJ.1 rn;i?l,nct - N O  



The PVC Gasket and Magnetic Strip manufactured by RBM may conform to 
the specifications set out by all of the white good manufacturers; (Email, 
Kelvinator, Electrolux, Philips, Rank, Hoover, Fisher & Paykel etc.) But the 
low standards set by these companies over the last ten years are nothing to 
be proud about. Seal-A-Fridge Franchisees as a group have grossed sales 
turnovers running into the millions of dollars per annum due to the fact of 
the low standards set by the white goods manufacturers. In fact I doubt if we 
would have 35 Franchisees in Australia and five in New Zealand if the white 
goods manufacturers manufactured higher quality fiidge seals. 

RBMYs PVC Extrusion does not meet Seal-A-Fridge's minimum standards. 
Even a basic physical test will show that the PVC extrusion is under the 
minimum profile thickness of 0.5mm. The magnetic strip still breaks in half 
when folded, is only a two pole magnet and does not have enough lifting 
force to meet our standards. Over the years the white goods manufacturers in 



their ever increasing drive to cut costs and increase their profits have 
continually reduced the quality of their products to save money. The 
minimum standards set by Seal-A-Fridge have ensured that we provide a 
quality product to our customers to protect the value of our valuable 
trademark. 

RE: ACCC Page 4 -bas attached documentation that 
address's the question; "Can a Franchisor force a franchisee to purchase 
goods or services h m  a specific source? This is only relevant if the 
Franchisor forces you to purchase goods from a th,jrd party. 

Firstly the Franchisor Seal-A-Fridge Pty Ltd does not force any Frmchisees 
to purchase goods or services fkom a specific source other than the 
Franchisor itself. Secondly; RBM's PVC Extrusion and flexible magnet does 
not meet the Seal-A-Fridge minimum standards. Seal-A-Fridge Pty Ltd as 
Franchisor does not engage in third line forcing. 

Patrick Products is not offering for sale any products to Franchisees of Seal- 
A-Fridge. The Franchisor purchases products in bulk fkom other sources and 
sells it directly to the Franchisees. Some products come from overseas 
(china) "no secret" and others from Australia. 



The Rehau plant in Orange is closing this month and their contract with 
Electrolux will now be supplied from their plant in Thailand, which is 
located in surprise, surprise, "South East Asia." 

. -  - 

extrusion and no one I have spoken to has even commented on a mysterious 
"wax like substance" on the extrusionl 

The price adjustment letter which is the second adjustment in 12 months - 
the first adjustment raised prices across the board for extrusion and magnet 
by 15% which lead to most Franchisees purchasing from Austwide - this 
was before Seal-A-Fridge Pty Ltd started to supply its Franchisees. 

4 

How long did it take you to realize that your pricing was uncompetitive? 
After 12 months of plummeting sales? Your price was not 3-5% more 
expensive, it was around 10% more expensive - get the math's right. 

- - 



volume &at keeps the prices low the more that Franchisees purchase the 
more stable our prices. will become. 

For a Company that has been in operation for 40 years, you clearly do not 
understand the manufacturing process very well. After taking over from 
KWeld you could not supply the most common and sought after profile KW- 
146 for over six months now there's understanding for you. Then when you 
could supply it you raised all your prices by 15% and wondered why no one 
was buying your product. The last time I read a letter fiom RBM that they 
had "fine-tuned their operation" they still had to increase their prices by 15% 
to cover costs. 



Seal-A-Fridge Franchisees have very specific conditions contained in their 
.I 

Franchise Agreements, which protect the value of the Franchise System. Ern 

1- - - ~8 
[is clearly not the person to be giving advice on what 55 Franchisees can and can't do. If you are in any doubt please seek nrn 

independent legal advice or call me directly on 041 8 250 240 to answer your 
questions. ts 33 

4 C z  rn 2 
33 -* 



2004-2005 - K-Weld Plastics sells business to RBM Plastics 

RBM is unable to supply the most common profile 
required by all Franchisees KW 146 for over 6 
months as a result more Franchisees started 
purchasing off Austwide Plastics 

1 a May, 2005 RBM raises prices by 15% 
Nearly all Franchisees move to Austwide 

1" August 2005 Austwide raises prices by 6% 

1" November 2005 Seal-A-Fridge Pty Ltd starts to supply PVC 
Extrusion and magnet directly to Franchisees to 
ensure quality control and stabilize prices. 

la May 2006 RBM lowers prices because of lack of sales and 
wonders why?? 
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