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Dear Mr Charming

SYDNEY CRICKET AND SPORTS GROUND TRUST AND STADIUM
AUSTRALIA EXCLUSIVE DEALING NOTIFICATIONS

Thank you for the opportunity to comment on the recent draft notices revoking the
exclusive dealing notifications of the Sydney Cricket and Sports Ground Trust (SCG
Trust) and Stadium Australia Management Limited.

SCG Trust

The SCG Trust notification entails the exclusive acceptance of Macquarie Bank issued
Visa cards for a period and after that exclusive acceptance of Visa cards. It therefore
raises the issue of whether 'honour all cards' requirements on merchants are in the
public interest.

Bank has previously acted to modify scheme 'honour all cards' rules to allow
merchants to make separate acceptance decisions for debit cards and credit cards. The
basis for this decision was that tying acceptance of one broad type of payment product
to another decreases competition between payment products since merchants are
forced to accept the second product even if it provides few additional benefits. At the
same time, however, the Bank has accepted that the concept of 'honour all issuers' is
in the public interest. 'Honour all issuers' means that, if a merchant accepts a
particular scheme product, it does not selectively refuse cards from particular issuers.
For example, a merchant who accepts Visa credit cards could not accept ANZ Visa
credit cards and reject Westpac Visa credit cards.

The Bank's views on 'honour all issuers' have in the past been drawn out mainly in
response to scheme concerns. 1 In particular, both MasterCard and Visa have argued
that their 'honour all issuers' rules maximise the network value to cardholders and

I See Reserve Bank of Australia (2005), Reform of the EFTPOS and Visa Debit Systems in Australia: A
Consultation Document, February, pp 40-41.
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issuers. 2 If merchants were to selectively refuse acceptance of a particular financial
institution's cards, this could result in a need for bilateral negotiation between issuers
and merchants. This would be a costly process that would impair efficiency and
disadvantage cardholders who might find that the card issued by their financial
institution is not accepted. Cardholders may even need to carry cards issued by a
number of different financial institutions to ensure their ability to use a particular card
product at a wide variety of merchants.

The Bank agrees with these arguments and is therefore concerned about the possible
loss of public benefit if arrangements such as those proposed by the SCG Trust, which
tend to undermine the principle of 'honour all issuers', were to become widespread.

Stadium Australia

The Stadium Australia notification entails the exclusive acceptance of Visa payment
cards for contactless payments. It therefore raises issues about the competitive
implications of exclusive acceptance requirements between merchants and particular
payment schemes or instruments.

In principle, competition and efficiency may be impeded if the practice of long-term
exclusive acceptance agreements were to become widespread or adopted by merchants
with market power. If this were to occur, other payment systems might be impeded in
their ability to compete for acceptance over the life of the agreements and the market
would, in general, be less flexible and dynamic. In general, however, the Bank is of the
view that merchants should be free to accept particular payment instruments on terms
that are acceptable to them and to freely decline acceptance if the terms are not
acceptable. From this perspective, Stadium Australia's decision to accept only Visa
contactless cards does not, of itself, raise concerns for the Bank.

Yours sincerely,

eif\_	 ele Bullock
Head of Payments Policy

2 See, for example, Visa (2005), Reform of the EFTPOS and Visa Debit Systems in Australia: Comment on
Reserve Bank of Australia Draft Standards and Consultation Document, April. Available at www.rba.gov.au.
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