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Dear Sir or Madam 

Woolworths Limited, Third Line Forcing Notification N93625 
Australian Independent Retailers Pty Ltd, Third Line Forcing Notification N93626 

I refer to your letter of 7 November 2008 in relation to the above matters (your reference 
C200811693). That letter sought comments from interested parties in relation to the 
above Noiifications. The Commonwealth Bank of Australia ("the Bank") notes that it is an 
interested party in these matters and appreciates the opportunity to contribute to the 
deliberations of the Australian Conipetition and Consumer Commission ("the 
Commission"). 

Woolworths Limited (on behalf of itself and Australian Independent Retailers Pty Ltd) has 
advised the Commission of its intention to engage in certain activities (the "Conduct" as 
described in Form G of the notice dated 15 October 2008) that the Bank believes will 
substantially lessen competition and which cannot be justified on public benefit grounds. 

For the sake of brevity, a description of the proposed Conduct is not repeated here; but 
central to the Conduct is provision at various petrol outlets of a "pay at pump" service 
restricted to HSBC 1 Woolworths Everyday Money cards only. 

The focus of this Submission is on the reasons behind the Bank's opinion that there are 
insufficient public benefit grounds upon which to justify a substantial Lessening of 
competition as envisaged by such Conduct. Our reasons are provided below. 

* The Conduct, if approved, will cause unnecessary confusion for non HSBC I 
Woolworths Everyday Money card cardholders, if their cards are not 
universally accepted in pay at pump facilities -to the detriment of consumers. 
A central tenet of international credit card networks is the confidence that a 
cardholder gains through universal acceptance of a card branded with either 
the Mastercard or Visa logo - regardless of his or her own card-issuing 
institution. Card Schemes do not permit merchants (retailers) to discriminate 
between Card Issuers - if a card brand is accepted from one issuer, then all 
issuers of that card type should be processed. Reducing the application of 
this key feature, as proposed in the Notifications, is detrimental to consumer 



experience and inefficient. A likely outcome of the proposed Conduct is that 
cardholders of all other card issuers experience a lower level of service than 
they expect. 
Restricting card acceptance at the Pay at Pump facilities to a single issuer (in 
this case, HSBC as issuer of the Woolworths Everyday Money Credit Card) 
sets a dangerous precedent that could lead to other merchants limiting card 
acceptance for various payment facilities to the detriment of cardholder 
customers of other financial institutions. Consumers would be forced to add 
another card to their wallet in order to use those facilities. Restricting such 
acceptance by banking partner significantly undermines the operation of the 
card payment industry and creates a potential environment in the future where 
Banks could form arrangements with individual merchants or pockets of 
merchants to only accept their cards. This is to the disadvantage of the 
consumers whose choice of card is then diminished. 
The Australian credit / debit card market is very competitive - consumers 
currently have a wide choice of what card they choose to select, confident that 
their card will not be discriminated against as a result of their choice of 
financial institution. To be forced to purchase an additional card, at a cost to 
them, in order to be able to use pay at pump facilities, is anti-competitive and 
inefficient. 
The Credit Card and Debit Card issuing market in Australia is already very 
innovative, as can be observed by the ongoing launch of new card products by 
various issuers, and the development of new services and technologies to 
support card payments. Examples include recent widespread issuing of 
Mastarcard and Visa Debit Cards, the introduction of a number of "low rate" 
card products over recent years, and deployment of "PayPassn contactless 
payment technology pioneered by Commonwealth Bank. 

* Universal card acceptance is easily achievable without needing to restrict card 
acceptance to a sole issuer. 

0 We believe Woolworths enjoys market power in the retail petrol market. The 
Conduct described in the Notifications has the effect of gaining for Woolworths 
(through their relationship with HSBC) an advantage over other competitors in 
the market for credit cards, charge cards and other payment services. 

General Comments 
We do not agree with the Public Benefit claims outlined in Woolworths' Notiflcation, The 
Notification claims that the Conduct will "promote competition in the types of products and 
services provided by competitors of Woolworths'" yet for the reasons outlined above, we 
believe the Conduct would diminish competition. 

The Notification claims that "(ii) the availability and convenience of pay at pump facilities 
to Woolworths Everyday Money Credit Card holders; and (iii) a quicker and more efficient 
means of payment to purchase fuel will minimise the amount of time customers require at 
the service station and pump." However, the Conduct in fact serves to restrict 
convenience (i.e., quicker and more efficient means of payment) to a select group of 
customers with a Woolworths Everyday Money Credit Card, rather than all cardholders if 
the conduct were not pursued. As such, the restrictive conduct serves to limit rather than 
enhance convenience, to the detriment of the public. 

Public benefit over and above that argued by Woolworths would accrue if broader card 
acceptance were supported. That is to say, the benefits of convenience would surely 
increase if cards of all issuers were also accepted. 



The Bank readily acknowledges the intent of Woolworths to improve efficiency and 
customer experience through the pay at pump services. Both these goals can be 
achieved without the unnecessarily restrictive Conduct proposed. More competitive and 
broad based solutions are in the interests of all participants, rather than the restrictive 
Conduct proposed. 

More generally, and in addition to the specific issues identified above, the Bank is of the 
view that the Conduct as proposed is msrkedly at odds with the current regulatory 
sentiment in relation to payment systems. Significant reform initiatives over recent years, 
pioneered by the Reserve Bank of Australia, have sought to promote, inter-alia, 
competition, efficiency, and more open access arrangements. Furthermore, the Reserve 
Bank has publicly urged the need for market - wide innovation. To restrict the application 
of such innovation to one provider (HSBC as issuer of the Woolworths Everyday Money 
Credit Card) will, in our view, dampen the incentive to innovate. The Conduct as 
described in these Notifications runs contrary to recent Payment Systems reforms, and 
should not be supported by the Commission. 

In summary, the Bank believes that the Conduct as described in the Notification will 
substantially lessen competition and the Conduct cannot be justified on public benefit 
grounds. 

We understand that this Submission will be placed on the Commission's public web site. 

Thank you again for the opportunity to contribute to this debate. Please feel free to 
contact me should you wish to discuss any aspect of this Submission. My contact details 
are above. 

Yours sincerely 

Stuart Woodward 
General Manager 
Representation 


