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Dear Mr Hipwell, 

Exclusive dealing third line forcing Notification N92536 
lodged by Bakers Delight Holdings Ltd 

I refer to the above third line forcing notification lodged with the Australian 
Competition and Consumer Commission (the ACCC) on 23 June 2006 by Bakers 
Delight Holdings Ltd (Bakers Delight). 

The third line forcing conduct the subject of the notification is the requirement that 
franchisees purchase specific products (flour and other non-flour ingredients for 
products manufactured on premises) from suppliers nominated by Bakers Delight in 
accordance with provisions to be incorporated into franchise agreements between 
Bakers Delight and its franchisees. Legal immunity for the notified conduct came into 
force on 7 July 2006. 

As you are aware a notification provides protection for third line forcing conduct where 
there is a net public benefit from the conduct. 

The ACCC may take steps to remove the protection provided by a notification, at any 
time, if it is satisfied that the public benefit from the conduct will not outweigh the 
public detriment from the conduct. 

Concerns have been raised with the ACCC regarding the public benefits and detriments 
arising from the conduct notified by Bakers Delight. Essentially, the concerns suggest 
that: 



Compelling franchisees to purchase supplies from Approved Suppliers has 
detrimental effects upon franchisees and does not provide counter balancing 
public benefits. 

Prices of nominated products tend to increase once a supplier is established in 
the Bakers Delight supply system. 

The specified products can be obtained from non-Approved Suppliers at a 
cheaper price. 

Some Approved Suppliers have been unreliable, which means that franchisees 
either go without supplies or have no alternative but to source supplies from 
non-Approved Suppliers. 

Franchisees in regional areas can be disadvantaged by not having a choice of 
suppliers. 

The ACCC is currently considering the concerns raised in relation to the notification. 
To assist the ACCC in its consideration, it would be appreciated if you could provide 
the following updated information: 

1. A list of the key products and the Approved Suppliers from whom franchisees 
are required to purchase exclusively from with respect to specified products. 
Please advise whether these products are available from other suppliers. 

2. A description of the process in which Bakers Delight selects Approved 
Suppliers, including an outline of any requirements andlor product 
specifications suppliers must meet. Please also outline what processes are in 
place to ensure Approved Suppliers continue to meet these requirements andlor 
product specifications. 

3. An indication of whether franchisees are able to negotiate with non-Approved 
Suppliers to purchase key products if the franchisee can demonstrate that the 
products are the same or of the same specification. Please explain why or why 
not, and the consequences if a franchisee uses non-Approved Suppliers. 

4. Specific details of any rebates which Bakers Delight receives from third party 
suppliers and how these rebates are disclosed to franchisees and how they are 
used. 

5. A copy of the Franchise Agreement. 

6. Any other information you wish to provide in relation to the public benefits and 
detriments resulting from the notified conduct. 

It would be appreciated if you could provide this information by 16 March 2007. As 
you are aware, the ACCC is generally required to place documents provided to it on the 
ACCC7s public register. If you wish to request that any information in your response be 
excluded from the public register because of its confidential nature, please refer to the 
enclosed guidelines. 

Upon receipt of the requested information the ACCC will consider whether it will 
consult more widely on the public benefits and detriments resulting from the notified 
conduct. 



This letter has been placed on the public register. 

If you have any questions relating to this matter, please do not hesitate to contact 
Monica Bourke on (02) 6243 135 1. 

Yours sincerely 
,* -1 

Scott Gregson 
General Manager 
Adjudication Branch 


