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Sydney 
7 May 2008 

The General Manager 
Adjudication Branch 
Australian Competition and Consumer Commission 
GPO Box 3131 
CANBERRA ACT 2601 

Via email to: adiudication@accc.aov.au 

Dear Sir/Madam: 

eBay International AG exclusive dealing notification N93365 

I refer to your letter dated 18 April 2008 inviting Paymate Pty Ltd (Paymate) to comment on 
the exclusive dealing notification from eBay International AG (eBay). I am pleased to have 
the opportunity to provide this submission on behalf of Paymate. 

Paymate is a private company incorporated in New South Wales with headquarters in 
Sydney. Paymate provides secure, reliable and innovative internet-based payment and 
trading services to individuals and businesses in Australia and overseas. Paymate's services 
enable its clients to make and receive payments via credit card and bank account. 

Paymate is in a unique position to comment on eBay's notification. When Paymate 
commenced operations on 30 October 2001 it was launched on eBay with eBay's full support 
as an 'eBay recommended payment service'. However, when eBay acquired PayPal in 
October 2002 Paymate was informed that eBay Australia would no longer be able to 
promote Paymate as a payment option. Subsequently, all references to Paymate were 
removed from the eBay Australia website. 

Paymate disagrees with eBay's conclusion and submits that the notified conduct will 
substantially lessen competition by excluding payment providers other than PayPal. Paymate 
does not consider that the claimed public benefits arising from a more secure eBay platform 
will necessarily accrue. Buyers and sellers will suffer from the lack of freedom of choice and 
the benefits of competition. 

Paymate contends that it offers a comparable service to that offered by PayPal. Paymate 
has a proven record of providing a trustworthy and securelsafe service. Paymate opposes 
eBay's notified conduct on the basis that it is anticompetitive and is detrimental to 
Paymate's business. Paymate's detailed submission is attached. You will note that there are 
parts of the submission that are confidential. 

Paymate Pty Lld - ABN 91 093 528 002 - Suite 2501.31 Market Street. Sydney NSW 2000 - Tel+61 2 9283 6977 -Fax +61 2 9283 6944 
w.paymate.com.aulw.paymate.co.nz 



Paymate would be pleased to provide the Commission with further information or discuss the 
submission. 

Yours sincerely 

Dilip Rao 
Managing Director 

attach: Paymate Submission to ACCC eBay Notification.pdf 



Paymate submission to the 
ACCC 

Executive Summary 

Paymate submits that the notified conduct is likely to have the effect of 
substantially lessening competition and the detriment to the public caused by 
lessening of competition will outweigh any potential benefits. Paymate queries 
the potential benefits that eBay claims in i ts notification, as the public benefit 
claims made by eBay are largely unsubstantiated. 

Paymate notes that NERA Economic Consulting, engaged specifically by eBay to 
define the relevant markets in which eBay and PayPal operate and to undertake 
a detailed competition assessment of the notified conduct, was unable to define 
the relevant markets. It is also puzzling that the NERA Report concludes that it is 
not possible to form a definitive view as to whether eBay possesses a substantial 
degree of market power. 

It is Paymate's experience, supported by independent research, that individuals, 
small and micro businesses are the ones most likely to use a third party payment 
provider such as PayPal or Paymate. If eBay proceeds with its notified conduct, 
PayPal will become a dominant payment provider on the eBay Australian website 
(eBay Site) and is likely to become equally dominant in the online marketplace. 
Paymate considers that this would significantly weaken Payma te's business and 
remove the only Australian competitor in third party (brokered) payment 
providers, with no scope for new entrants. 

eBay already restricts choice of payment methods on the eBay Site and the 
notified conduct will eliminate all alternative avenues for payment providers, 
including Paymate. By mandating PayPal for all eBay purchases, buyers and 
sellers will be forced to register with PayPal and link bank accounts and/or 
creditldebit cards for funding and receipt of payments. This means eBay's 5 
million members would all be registered with PayPal. 

eBay will constrain payment options even outside eBay. PayPal will then have at 
least 5 million registered clients who are more likely than non-registered clients to 
purchase products/services from other ecommerce platforms. By making PayPal 
the only payment service provider on the eBay Site, it is highly likely that PayPal 
will become the dominant payment service provider on other ecommerce 
platforms and websites. 

2 Overview of Paymate 

Paymate is  a private company incorporated in New South Wales with 
headquarters in Sydney. Paymate provides secure, reliable and innovative 
internet-based payment and trading services to individuals and businesses in 
Australia and overseas. 

Paymate's services enable its clients to make and receive payments via credit or 
debit card and bank account. They do not need to have a merchant facility with 
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a bank nor a secure website or a gateway processor service. It is a simple and 
quick process for clients to register with Paymate online and start receiving 
payments immediately. Buyers do not have to registerwith Paymate to make 
payments via credit card and can register to make payments from a verified 
bank account. 

Paymate operates a brokered model whereby buyers and sellers provide 
financial details to Paymate that are not shared with the other party. Paymate 
assesses and manages the risk of the payment and underlying commercial 
transaction to approve or decline a payment or apply conditions for completion 
that will reduce risks for both trading parties. 

Existing payment methods available on eBay 

In its notification, eBay states that eBay permits buyers and sellers to complete 
transactions by using one of several payment methods. One of these methods is 
stated at paragraph 1.5(4) as being payment via an online payment system, such 
as PayPal. It acknowledges that similar systems to PayPal include Paymate and 
BPAY. However, prior to eBay's notification to the ACCC, eBay had already 
commenced restricting the choice of payment methods to buyers and sellers on 
the eBay Site, including Paymate. 

When Paymate commenced operations on 30 October 2001 it was launched on 
eBay with eBayls full support as an 'eBay recommended payment service1'. 
When eBay acquired PayPal in October 2002 Paymate was informed that eBay 
Australia would no longer be able to promote Paymate as a payment option. 
Subsequently, all references to Paymate were removed from the eBay Site. 

eBay promotes PayPal exclusively as part of its ongoing communications with its 
members, both on its website and via email communications and has disallowed 
Paymate from advertisingon its site or email newsletters. Accordingly, eBay 
members are hindered in identifying Paymate as an alternative payment method 
due to the absence of information about Paymate in the online Help content 
provided by eBay. The most constraining factor for Paymate (and other payment 
providers) is the lack of integration with eBay's 'end of auction' or checkout 
process in which the buyer is notified of a successful purchase and provided a link 
to initiate a payment to the seller with all the relevant transaction details provided 
to both parties. PayPal enjoys this integration on an exclusive basis. eBay has 
provided limited integration for bank account payments with display of sellers' 
registered bank accounts to buyers who can then make a separate payment via 
their Internet banking accounts. 

On 28 April, 2008, a search on eBay.com.au showed 15,758 items listed with 
Paymate as a payment option, versus 541,471 with PayPal, out of a total of 
1,31 1,353 items listed for sale. While some sellers may offer multiple payment 
options, this indicates relative shares of 41% for PayPal, 1% for Paymate and over 
57% for other methods, presumably including direct bank account payments, 
credit card merchant facilities held by larger sellers and cash on delivery. While 
only a proportion of auction listings may convert to sales and payments, clearly 
PayPal already holds a significant share of payment services on eBay. 

I Refer eBay archive, 'New Paymate Express Service' dated 07/08/2002, 
~t~://www2ebov.com/aw/au/archive.shtml# 700708071 772 16 
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ebay (~ww.ebav.com rlu and www.ebay.com) is already the most popular 
destination for online shoppers in Australia, with 31.9% share of visits compared to 
the next two, Amazon with 2.2% and Trading Post Online with 1.2%2. It is 
Paymate's view that the profile of eBay members favours online purchases, which 
means a significant number of purchasers on websites other than eBay will be 
registered with eBay and PayPal. 

Paymate considers that buyers will then choose PayPal over other payment 
options. Paymate's experience is that online consumers have a general 
preference for not registering with a number of service providers that require log 
in procedures (with username and password). Once a critical number of website 
merchants are forced to offer PayPal then the entire online marketplace will be 
dominated by PayPal. High switching costs or costs incurred by online sellers to 
maintain multiple payment options will constrain competitive providers like 
Paymate from gaining any profitable market share. It is highly likely that PayPal 
will use this dominant position in pricing out new entrants. 

Notified conduct 

4.1 Market definition 

It is curious that eBay asserts that its notified conduct will not result in a substantial 
lessening of competition but admits that it is unable to ascertain: 

. what is the relevant market(s); 

. whether eBay has a substantial degree of market power; or 

. whether any of the four conditions necessary for conduct to have 
anticompetitive consequences is met. 

This is despite the fact that eBay engaged NERA Economic Consulting to define 
the relevant markets in which eBay and PayPal operate and to assess the 
potential effects on competition of the notified conduct. It is unfortunate that this 
analysis has been excluded from the ACCC public register. 

Without defining the relevant market(s), it is difficult to understand how eBay can 
propose that there will not be a substantial lessening of competition as a result of 
the notified conduct. 

PayPal is already a leading payment provider in global markets, dwarfing even 
the major Australian banks in terms of payments value processed. According to 
eBay Inc.'s first quarter 2008 results3: 

"PayPal had a strong quarter with $582 million in net revenue, an 
increase of 32% year-over-year. Net total payment volume (TPV) for the 
quarter was $14.42 billion, an increase of 34% year-over-year. The net 

AI revenue and net TPV growth was driven primarily by the continued 
strong growth of Merchant Services globally and increased penetration 
on eBav internationallv. Growth in alobal active accounts increased to 

a '":- 
'2 0 

Refer: eBay Inc. Reports First Quarter 2008 Results, Page 2, 
http://files.shoreholder.com/downloads/ebay/3002188 143/0f787a2a -4ebbdb72-8439- 
40e711047d9d/eBay-FINALQ12008EamingsRelease.pdf 
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60.2 million, representing 17% year-over-year growth. Globally, PayPal will 
continue to focus on greater penetration into the Marketplaces business 
and the acquisition of new merchants." 

Paymate has conducted its own market research that shows relative shares of 
various payment providers and concludes that PayPal has substantially increased 
market share of online payments since launch in Australia in January 2005. It is 
Paymate's view that by the notified conduct PayPal will increase this share to a 
dominant position to the clear detriment of other providers, especially third party 
(brokered) payment providers like Paymate who service smaller online sellers. 
Paymate has made available this report to the ACCC on a confidential basis for 
its own assessment of the market conditions. 

4.2 Competition effects 

In i ts  notification, eBay states that the conduct would not be likely to have the 
effect of substantially lessening competition within the meaning of section 47 of 
the Trade Practices Act 1974. Alternatively, any anticompetitive effect of the 
notified conduct is likely to be relatively minor. 

Paymate refutes this claim and submits that competition from the following 
payment options will be substantially lessened by the notified conduct: 

. Bank account payments, via Internet banking or Bpay; 

Credit card payments directly to sellers with merchant facilities; and 

. Credit card and bank account payments via Paymate to sellers without 
merchant facilities. 

eBay seeks to rely on the findings of the Nielsen report, which is provided as 
Attachment C to i ts  notification. Interestingly, the Nielsen report addresses online 
payment behaviour and preferences and states: 

"Above all other on and off-line payment methods, Australians have the 
greatest experience with credit cards -with 84 percent having used this 
payment method online and 73 percent having used the payment 
method offline." (page 23 of the Nielsen report) 

The Nielsen report also illustrates that the majority of both PayPal and Bpay users 
would still purchase online i f  these payment options were not available. It is likely 
that these consumers would turn to credit cards (with nearly 90% of Bpay and 
PayPal users having also used credit cards to make online purchases) or their 
relative counterparts. 

As a provider of credit card payment services to sellers without their own 
merchant facilities, Paymate enables them to accept the most popular online 
payment method and offers an equivalent 'brokered' payment service to PayPal 
that the notified conduct would eliminate. 

4.3 Public benefit claims by eBay 

The key public benefits which eBay seeks to rely on are described as the provision 
of security for buyers and sellers and the reduction of 'bad buyer experiences' 
(BBE). eBay regards PayPal as the only payment provider capable of providing 
these benefits. 

Specifically, eBay states that common sources of disputes and BBE include: 
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1 fraudulent/unauthorised use of buyer credit card and/or account details 
where a method of payment has been used that involves disclosure of 
the buyer's account or credit card details; 

2 purchased items not being received; and 

3 purchased items being significantly not as described upon delivery. 

Paymate refutes this claim since broad online shopping problems, as reported in 
the Nielsen report, indicate a minor role of payment issues or trust in the payment 
method: 

"The chart below displays the proportion of online shoppers that have 
experienced a variety of problems as a result of an online purchase. 
Results are relatively consistent from Q3, with delivery issues at the top of 
the list (lengthy delivery 39%: expensive delivery 31 %) and more serious 
issues such as credit card fraud (4%) and identify theft (3%) suffered by 
the minority of Australian online consumers." (page 21 of the Nielsen 
report) 

eBay does not claim that the exclusive use of PayPal will reduce BBE by 
addressing the top two issues of lengthy delivery and expensive delivery and 
provides no evidence that simply changing the payment method to PayPal 
would have reduced the incidence of BBE in eBay transactions overall. 
Nevertheless, eBay claims it will have a significant impact on reducing the 
incidences of BBE. 

In Paymate's experience, the correlation of BBE with bank account payments 
("four times as many disputes than with PayPal", as claimed by eBay) may in fact 
not be causal, i.e. disputes may be more prevalent in lower value transactions 
(for which cheaper bank account payments are favoured) and with more 
informal and lower-volume sellers (who may be less professional in transaction 
fulfillment and managing buyer expectations). In contrast, more formal 
businesses or higher-volume sellers (who may also hold credit card merchant 
facilities and offer multiple payment options) generally are better organised for 
speedy and cost-effective fulfillment and more professional in dealing with 
impatient or na'ive buyers. 

The Nielsen report's conclusion on online shopping problems is: 

"Overall, experiencing issues with online shopping does not appear to 
deter online Australians from continued purchasing. For example, 75 
percent of credit card fraud victims shopped online within the past 30 
'days (compared to 66 percent of the overall AU online population) - 
additionally, those with past troubles online appear to spend similar 
amounts online compared to their problem-free counterparts." (page 22 
of the Nielsen report) 

eBay asserts that BBE will be reduced by the mandatory use of PayPal due to its 
security features. For example, paragraph 5.1 7 of the notification cites statistics 
compiled by the Australian Payments Clearing Association which show that online 
fraud accounts for just under half of all credit card fraud in a given year. Even if 
this is the case, eBay's notification does not indicate what percentage accounts 
for fraud on the eBay Site, or whether any of it, and if  so, how much, could be 
attributed to PayPal transactions. 

Further, eBay claims that sellers would be less exposed to risk of identity theft 
through misappropriation of those details, but it has not stated how prevalent this 
is, nor has it explained why PayPal is the only payment method that does address 
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this issue. For instance, how many instances of identity theft would have occurred 
had PayPal been used for those transactions? 

Paymate submits that the public benefits claimed by eBay, as it is likely to result 
from the notified conduct will be limited and not cost-effective. Set out below are 
Paymate's specific comments on a number of the claimed benefits. 

(a) eBay's experience of BBE is not borne outside eBay and may be questionable even 
within eBay. 

Paymate understands that almost 50% of payments for goods and services sold 
on the Internet are made online4. There is no evidence of widespread 
dissatisfaction with either direct credit card payments or bank account payments 
or BBE, as evidenced by the same Nielsen report quoted by eBay. 

The payment instrument selected for the transaction determines the financial 
impact on a buyer. For example, if  a credit card account is fraudulently used 
based on details provided or if there is a problem with goods obtained via credit 
card, the 'scheme' rules of Visa and Mastercard allow the buyer to 'chargeback' 
the payments in question and receive a refund. So the payment instrument 
utilised provides for recourse. 

Paymate's view is that bank account payments are preferred by fraudulent sellers 
due to lack of repudiation facilities for the buyer, so disputes will arise primarily 
when fraudulent sellers do not deliver goods as described. BBE may also arise due 
to the lack of an intermediary to set and manage expectations of buyers and 
sellers or resolve disputes. Rather than ban this payment option, alternative 
solutions are to introduce a better assessment of sellers and risky transactions 
(based on value and category), the publication and communication of protocols 
and practices for online trading and for third party mediation of disputes. These 
solutions are already utilised by Paymate. 

Financial institutions already have systems in place to protect consumers against 
fraudulent use of their lnternet banking service and to limit losses incurred when 
direct bank account payments are made to third parties. As eBay acknowledges, 
financial institutions and sellers bear most of this risk. 

Paymate's services are available on Trade Me (www.trademe.co.nz) in New 
Zealand, a similar auction platform to eBay. Paymate's experience on Trade Me 
enables it to make a useful comparison. Bank account payment is  the dominant 
payment method used on Trade Me, alongside brokered credit card payment 
services offered by Trade Me and Paymate. The experience Paymate has had 
indicates there is no evidence that the use of bank account payments on Trade 
Me has led to increases in BBE and, in fact, gross merchandise values on Trade 
Me have increased substantially every year since their inception. However, 
Paymate's credit card payment service has also increased significantly since its 
launch in August 2006, reflecting the preference of many buyers to make 
payments from their credit card and for sellers to offer this option, even though it 
is more expensive than accepting a bank account payment (generally at nil 
cost]. 

eBay's definition of BBE confuses two separate issues, disputes and fraudulent 
transactions. Reduction in BBE claimed by eBay in eliminating bank account 

K payments may be limited to instances of outright fraud where the seller has no 
ZUJ intention of delivering goods, but not disputes relating to goods not as described, 
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lengthy delivery or expensive delivery since these factors are not related to the 
payment method. 

(b) Paymate is equivalent to PayPal in reducing BBE. 

eBay claims mandating the PayPal service will reduce BBE since ONLY PayPal 
addresses the problems giving rise to a BBE. However, Paymate has the capacity 
to address all the problems addressed by PayPal and has established a 
reputation for delivering trustworthy and secure services to its clients. Please see 
section 5 below. 

eBay claims only PayPal can reduce BBE since they can access sellers' historical 
information available to eBay. However, this data could also be shared with 
another payment provider with the permission of sellers registered with that 
provider. Paymate has been successful in reducing BBE in spite of the lack of this 
data, and could provide an equivalent or superior protection program to PayPal 
i f  such data were provided to Paymate. eBay already offers integration 
mechanisms including an Application Programming Interface for the provision of 
data on request by authorised third parties. Paymate could also use this 
mechanism to request agreed risk assessment data available to eBay to improve 
its risk management even further. 

(c) eBay asserts that PayPal's buyer protection mechanisms will provide more 
effective consumer protection because many consumers are not aware of their 
credit card chargeback rights. 

While it is true that some buyers are not aware of their rights to a chargeback 
under the credit card scheme rules, Paymate's experience is that when a loss is 
suffered, they have no hesitation in inquiring about their rights with their card- 
issuing bank and claiming a chargeback. Improved education by the card issuers 
and the card schemes is already addressing this minor issue. eBay also refers to 
these protection programs provided by Visa and Mastercard on the eBay Site5. 

(dl Costs for ALL sellers will increase from nil for bank account payments up to 3.4% + 
$0.30 as charged by PayPal. 

Currently bank account payments are favoured for low value transactions due to 
the low cost for the buyer (free or $0.20 - $0.50 as a flat fee per payment) and 
seller (generally free to receive a third party bank account payment). Many such 
transactions may become unviable for sellers if the minimum fees levied by 
PayPal (and similar fees imposed by Paymate) become mandatory. While eBay 
has provided no statistics on the proportion of lower value transactions (say below 
$50) conducted on eBay, Paymate believes this may be significant. 

(e) Fraud and identity theft may in fact increase on eBay as the result of the 
pervasiveness of a single payment service provider. 

As stated on the eBay Sites: 

"One of the biggest threats to the security of your eBay account and 
your identity is fraudulent emails and websites, called spoof or phishing." 

Instances of PayPal account takeovers may increase since this will become a 
'honey pot' for fraudsters and criminals, i.e. with millions of users, phishing emails 
will yield better results. 

5 Refer: Paying by credit card (not through PayPol), http://pages.ebay.com.au/help/buy/payment.html 

6 Refer: Recognising Spoof (Fake) eBay Websites, http://pages.ebay.com.au/help/confidence/isgw-account- 
theft-spoof.html 
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Sellers attempting to avoid PayPal fees may resort to receiving payments 'off 
eBay', creating potentially increased risk for all parties due to lack of 
transparency in the process. 

In conclusion, Paymate contends that BBE can be significantly reduced by 
improved identification, screening and removal of sellers displaying fraudulent 
behaviour or non-performance on sales, improved education on online trading 
practices and third party mediation on disputes. Enabling approved third party 
providers like Paymate to integrate processes and systems more closely with eBay 
for both ease of use, risk assessment and mediation will enhance overall buyer 
and seller experiences as well as improve trust and safety. By offering buyers and 
sellers a choice of payment options, including 'brokered' payment providers like 
Paymate, eBay can reduce the incidence of BBE while retaining competitive 
services. 

5 PayPal and Paymate 

In its notification eBay has made a number of claims about PayPal's services. In 
fact, eBay has selectively chosen not to address the possibility that there are 
other payment systems that can address its stated concerns about security. eBay 
notes that no other payment provider provides a similar level of protection for 
buyers and sellers. Paymate already operates a proven service and has the ability 
to match the buyer and seller protection benefits offered by PayPal. Set out 
below is Paymate's comparison of the claims made about PayPal in eBay's 
notification. 

Comparison of Paymate with the PayPal Service 
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Reference 
in eBay 
Notification 

1.13 

1.14 

Description of PayPal by eBay 

PayPal first started operating in 
Australia in January 2005. Pay Pal is a 
subsidia~ e B a ~  Inc' and a 
body corporate of eBay. 

PayPal operates an online payment 
service that allows its members to 
make financial transactions with one 
another over the internet without 
providing the other party with 
financial information, such as bank 
account or credit card details. For 
recipients of funds, PayPal offers 
(amongst other services) a service, 
whereby it will process credit and 
debit card transactions without the 

. . , r .  I ,  .:. . # I  I. . . 

Paymate Comparison and 
Comments 

PAYMATE HAS BEEN OPERATING IN 
AUSTRALIA SINCE OCTOBER 2001. 

Paymate first started in 
Australia on 30 October 2001. The 
service was launched on eBay 
Australia with their management's 
full support, after having been 
designed to meet its trust and safety 
requirements. 

PAYMATE OFFERS IDENTICAL BENEFITS 
TO PAYPAL. 

Paymote an online 
payment that allows its 
members to make financial 
transactions with one another over 
+he internet without providing the 
other party with financial 
information, such as bank account 
or credit card details. For recipients 
of funds, Paymate offers lamonast 
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other services) a service, whereby it 
will process credit and debit card 
transactions without the need for the 
recipient to have a merchant facility 
with a financial institution. 

PAYMATE OFFERS COMPARABLE 
TERMS AND CONDITIONS TO PAYPAL. 

To use the Paymate service, users 
must agree to the terms and 
conditions of Paymate.s Terms of Use 
and provide Paymate with a 
number of personal details, which 
are subject to verification by 
Paymate. Users wishing to receive 
payments or payments from 
bank accounts must register with 
Paymate. wishing to only 
payments from credit cards need 
not register but must accept 
Paymate's Terms of Use on every 
instance of authorising a payment. 
Paymate can be used on eBay as 
well as on websites and other 
electronic marketplaces off-eBay. 

PAYMATE OPERATES AN IDENTICAL 
WEBSITE USAGE EXPERIENCE TO 
PAYPAL. 

All transactions facilitated by 
Paymate are made via the Paymate 
Site. Where a buyer purchases a 
product from a merchant that offers 
Paymate to buyen as an accepted 
payment processing service, the 
buyer will, upon selecting Paymate 
as a payment method, be 
redirected from the merchant's 
website to the Paymate site in order 
to make the payment. Once the 
payment has been made, the buyer 
will be transferred back to the 
merchant's website. The buyer need 
not be registered with Paymate to 
make a credit card payment. 

PAYMATE DOES NOT OPERATE A 
"STORED VALUE ACCOUNT" BUT 
FUNDS PAYMENTS DIRECTLY FROM A 
BANK ACCOUNT OR A CREDITIDEBIT 
CARD. 

Paymate users are able to use two 
sources to fund transactions via 
Paymate, namely: 

1.15 

1.1 6 

1.1 7 

need for the recipient to have a 
merchant facility with a financial 
institution. 

To become a member of PayPal, 
users must agree to the terms and 
conditions of PayPal's User 
Agreement and provide PayPal with 
a number of personal details. which 
are subject to verification by PayPal. 
A limited exception exists, whereby a 
buyer is  able to use the PayPal Guest 
Checkout facility for a limited 
number of transactions to complete 
a credit or debit card purchase that 
is processed via PayPal without first 

a member Of PayPo'' A 
similar facility exists for off-eBay 
transactions. 

All transactions by registered 
members facilitated by PayPal are 
made via the PayPal Site. Where a 
customer purchases a product from 
a merchant that offers PayPal to 
buyers as an accepted payment 
processing service, the buyer will, 
'POn as a payment 
method, be redirected from the 
merchant's website to the PayPal site 
in order to make the payment. Once 
the payment has been the 
customer will be transferred back to 
the merchant's website. 

PayPal members are able to use a 
variety of sources to fund 
transactions via PayPal, namely: 

( 1  ) a "stored PayPal balance", which 
can be funded from: 

(a) a linked bank account, for 
example, a user may choose 
to deposit a sum of money 
into his or her PayPal account 
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( 1 )  a bank account, or 

(2) a Visa/Mastercard debit or credit 
card. 

Buyers can exert a choice in 
selecting the funding instrument 
(bank account or credit card) every 
time they authorise a payment via 
eBay. In contrast, PayPal buyers 
may fund the 'stored value' 
account from a linked bank 
account by default. 

Sellers can receive funds only into a 
nominated bank account, not a 
'stored value' account. 

PAYMATE OFFERS AN IDENTICAL 
SERVICE. 

Paymate oversees the entire 
transaction between the buyer and 
seller. If either a buyer or a seller 
raises a complaint regarding the 
transaction (for example, if  a seller 
complains about non-receipt of 
funds or a buyer complains about 
the condition of goods received), 
Paymate can act as an intermediary 
in resolving the dispute. 

PAYMATE OFFERS AN EQUIVALENT 
SERVICE, WITHOUT A STORED VALUE 
ACCOUNT. 

Paymate can be used to facilitate 
transactions between individuals for 
any online transactions. Customers 
must in all cases use a registered 
bank account, registered or 
unregistered debit or credit card to 
fund transactions, with Paymate 
forming a conduit through which 
transactions take place. 

PAYMATE OFFERS AN IDENTICAL 
SERVICE. 

In the case of credit card 
transactions, Paymate acts as the 
merchant of record, thus obviating 
the need for sellers to obtain a 
merchant facility from a financial 
institution. 

1.18 

1.19 

1.20 

to fund anticipated monthly 
online transactions; and/or 

(b) payments received, for 
example, a user may receive 
funds from items sold, which 
he or she may choose to 
retain in his or her PayPal 
account to fund future 
transactions; or 

(2) "direct linked payments" whereby 
the funds required for a transaction 
are drawn directly from a linked bank 
account, or Visa/Mastercard debit or 
credit card. 

PayPal oversees the entire 
transaction between the buyer and 
seller. If either a buyer or a seller 
raises a complaint regarding the 
transaction (for example, if a seller 
complains about non-receipt of 

Or a buyer the 
condition of goods received), PayPal 
can act as an intermediary in 
resolving the dispute. 

PayPal can be used to facilitate 
transactions between individuals for 
any online transactions. Customers 
must in all cases use linked bank 

debit Or card Or a 
stored balance to fund transactions, 
with PayPal forming a conduit 
through which transactions take 
place. 

In the case of credit card 
transactions, PayPal acts as the 
merchant of record, thus obviating 
the need for sellers to obtain a 
merchant facility from a financial 
institution. 



Before making transactions, users are 
required to provide details of at least 
one bank account, debit or credit 
card or have a stored balance. 
Where a PayPal account is linked to 
a bank account the account holder 
must demonstrate that he or she 
controls the bank account to which 
the PayPal account is linked before 
the account can be used for the first 
time. In the case of credit or debit 
cards, PayPal may undertake security 
checks on the card and, in some 
instances verification is undertaken 
by PayPal independently. [A limited 
exception exists whereby a buyer is 
able to use PayPal's Guest Checkout 
facility a limited number of times to 
complete a credit or debit card 
purchase without first becoming a 
PayPal member.] 

There are a number of different 
account types that a PayPal 
member may open, including 
Personal, Premier or Business 
accounts. The fees imposed on 
members differ depending on the 
account type chosen. Fees apply in 
certain circumstances to both the 
sending and receipt of funds, 
although most commonly to the 
receipt of funds by sellers. (Buyers are 
charged a conversion fee when 
making payments for international 
transactions in different currencies). 
For details of these fees, see 
www.~av~al.com.au/fees 

PAYMATE OFFERS AN EQUIVALENT 
1 SERVICE, WITHOUT A STORED VALUE 
ACCOUNT. 

Before receiving payments, sellers 
are required to register and provide 
details of at least one bank account 
into which funds are to be deposited 
by Paymate and also provide a 
Direct Debit Authority to Paymate. 
Buyers wishing to make only credit 
card payments need not register 
with Paymate but can do so and 
also register one or more 
creditldebit cards if they prefer. 
Buyers wishing to make a payment 
from a bank account must register 
and provide details of the bank 
account with a direct debit authority 
being provided to Paymate. Buyers 

, are also required to conduct a 
verification procedure to confirm 
their authority to operate the bank 
account prior to authorising 
Paymate to debit their bank 
account. In the case of credit or 
debit cards, Paymate may 
undertake security checks on the 
card and, in some instances 
verification is undertaken by 
Paymate independently. 

PAYMATE OFFERS EQUIVALENT FEE 
OPTIONS TO SELLERS. 

There are a number of different 
account types that a Paymate 
member may open in Australia, 
including Standard, Economy, 
Professional, Premier or eBusiness 
accounts. The fees imposed on 
members differ depending on the 
account type chosen. Fees 
generally apply to both the sending 
and receipt of funds. Sellers have 
the option to absorb buyer fees so 
that no fees are payable by buyers 
for purchases. Paymate also waives 
buyer fees for certain partners. In 
New Zealand, Paymate does not 
levy a buyer fee. (Buyers are 
charged a conversion fee when 
making payments for international 
transactions in different currencies). 
For details of these fees, see 
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E paymate - 
PAYMATE'S SERVICE IS SAFER FOR 
SELLERS THAN PAYPAL SINCE WE 
ASSESS RISK AND OBTAIN CLEARED 
FUNDS PRIOR TO NOTIFICATION OF 
SETTLEMENT AND ALSO DEPOSIT THE 
FUNDS DIRECTLY INTO THE RECIPIENT'S 
BANK ACCOUNT. 

Paymate does NOT offer services for 
transfer of payments between 
individuals unless for the verifiable 
purchase of goods or services, 
thereby reducing the risk of 
fraudulent transactions. When a user 
sends funds to a Paymate member, 
notification of payment 
authorisation will immediately 
appear in the recipient.s Paymate 
account accompanied by email 

to both 
However, depending upon the 
circumstances surrounding the 
payment, these funds may not be 
deposited into the nominated bank 
account for a limited period. For 
example, Paymate must wait until 
the buyer's financial institution has 
confirmed that there are sufficient 
funds in the nominated bank 
account or credit/debit card 
account and make available 
cleared funds to Paymate (typically 
3 business days for a bank account 
payment in Australia or one business 
day for a creditldebit card 
payment). In addition, Paymate's risk 
assessment system may flag higher 
risk, requiring Paymate to conduct 
additional investigations before 
approving or declining the payment. 
Once Paymate has approved a 
payment and initiated settlement of 
funds directly into the seller's bank 
account, the seller and buyer are 
notified via email and the seller can 
initiate fulfilment in terms of delivery 
of goods to the buyer. 

PAYMATE HAS AN EQUIVALENT 
CAPABILITY TO REVERSE PAYMENTS. 

Where a problem arises with a 
payment, Paymote has the power to 
reverse transactions, although it will 
attemwt a number of alternatives 

1.23 

1.24 

When a user sends funds to another 
PayPal member, notification of the 
amount will immediately appear in 
the recipient's PayPal account. 
However, depending upon the 
circumstances surrounding the 
payment, access to these funds may 
be withheld for a short period for 
security purposes. For example, 
where a buyer that he Or 

she would like to make a PayPal 
payment that is funded via bank 
account' Paypal needs to wait until 
the buyer's financial institution has 
confirmed that there are sufficient 
funds in the nominated bank 
account. Once access to the funds is 
made available, the recipient may 
use the to make payments 
other members, retain the funds as a 
stored PayPal balance or may 
transfer the funds to his or her 
nominated bank account. 

Where a problem arises with a 
payment, PayPal has the power to 
reverse transactions, although it will 

a number of alternatives before 
doing this. 
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1.25 

1.26 

Where a member has nominated a 
secondary funding source (i.e., a 
second account such as a credit or 
debit card), PayPal will automatically 
take the funds from that secondary 
funding source if the bank advises 
that the member has insufficient 
funds in his or her bank account. For 

made by members that 
have not nominated a secondary 
funding source, PayPal will issue an 
"e-cheque". Where an echeque is 
issued, the seller does not have 
access the funds until they are 
'leared by the member's bank' and 
Paypal advises the seller delay 
shipping the item until the payment is 
cleared. If the payment is not 
cleared, PayPal will reverse the 
transaction and the seller will not 
receive the funds and therefore will 
not post the item to the buyer. 

PayPal also conducts a "Payment 
Review" of a number of transactions. 
If a payer is perceived to be "high 
risk", that is. Paypal's systems have 
identified that there is a risk that the 
payment may be fraudulent. 
'laces a hold On the payment and 
provides notice to the seller to delay 
shipping the item until the payment is 
cleared. If the payment is 
subsequently cleared, PayPal 
provides notice to the seller to ship 
the item. If the payment is not 
cleared, the payment is reversed. 
Paypal Offers enhanced 
security benefits to sellers whom 
might otherwise receive payments 
via fraudulent means, for example, 
stolen credit cards or 
misappropriated credit card details. 

before doing this. 

PAYMATE REDUCES RISK FOR SELLERS 
BY ADVISING SHIPMENT OF GOODS 
ONLY AFTER INITIATING SETTLEMENT 
OF CLEARED FUNDS RATHER THAN AT 
AUTHORISATION OF PAYMENT BY 
BUYERS. 

Paymate will not debit the buyer's 
funding instrument (bank account or 
creditldebit card) without explicit 
instructions relating to that 
instrument. The seller is instructed not 
to ship goods or deliver services until 
they have received confirmation 
from Paymate of settlement of funds 
directly to their bank account. This 
avoids the potential losses suffered 
by PayPal sellers who may ship 
goods on receipt of PayPal's 
'INSTANT PAYMENT NOTIFICATION' 
signalling a payment authorisation 
but with a consequent reversal of 
(uncleared) funds from the seller's 
stored value PayPal account should 
a risk be detected. 

PAYMATE HAS A COMPARABLE RISK 
MANAGEMENT SYSTEM. 

Paymate also conducts a "Payment 
of a number of transactions. 

a payer is perceived to be .,high 
risr: that is, paymate*s have 
identified that there is a risk that the 
payment may be fraudulent, 
Paymate places a hold on the 
payment and provides notice to the 
seller to delay shipping the item until 
the payment is cleared. If the 
payment is subsequently cleared, 
Paymate provides notice to the 
seller to ship the item. If the payment 
is not cleared, the payment is 
reversed. Paymate therefore offers 
enhanced security benefits to sellers 
who might otherwise receive 
payments via fraudulent means, for 
example, stolen credit cards or 
misappropriated credit card details. 
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PAYMATE HAS DESIGNED AN 
AUTOMATED "ESCROW" PAYMENT 
SERVICE THAT CAN BE INTEGRATED 
INTO eBAY'S PROPOSED RISK 
NOTIFICATION TO MATCH THE 
SERVICE FROM PAYPAL. 

Paymate has designed an 
,,ESCROW.. Payment service that 
can be integrated into eBay's risk 
notification to offer an equivalent 
capability. On authorisation, 
Paymate debits the to the 
buyer's nominated credit card or 
bank account and Paymate holds 
the funds in "escrow". The funds are 
not settled to the seller until 14 days 
(or other specified period) have 
passed or the buyer has 'released' 
the payment after receipt of goods 
or services via another online 
authorisation conducted via 
Paymate. 

Using this mechanism, Paymate 
could place a payment on 'hold' 
prior to settlement if eBay was to 
provide a real-time risk notification 
as it proposes to do with PayPal. 

PAYMATE OFFERS AN EQUIVALENT 
BUYER PROTECTION POLICY TO 
PAYPAL ON OTHER ONLINE 
MARKETPLACES AND, SUBJECT TO 
COMMERCIAL TERMS, CAN MAKE THE 
SAME AVAILABLE O N  eBAY GIVEN 
MARKET ACCESS AND INTEGRATION 
WITH eBAY EQUIVALENT TO PAYPAL. 

Paymate currently offers a Buyer 
Protection Program on 
www ti for transactions 
conducted via Paymate up to 
$3,000 in value. There are no 
minimum conditions to be met by 
the seller for purchases from the 
seller to be eligible. For all other 
transactions, Paymate honours the 
credit card rules as the 
merchant of record and refunds 
payments made by credit card if the 
buyer shows evidence of goods not 
received or goods not as described. 
There is no limit on this protection, 
but the maximum value of a single 
Davment via Paymate is 10,000~ 

1.27 

1.28 

eBay will also soon implement a 
"holds" policy whereby, when eBay 
considers that a transaction on eBay 
is high risk for the buyer, it will notify 
PayPal that it should hold the 
payment for the transaction. PayPal 
will then exercise its discretion as to 
whether to hold the funds and wait 
until if either receives confirmation 
from the buyer that he Or she has 
received the item and has no cause 

raise a Or 21 have 
passed without the buyer having 
raised a dispute. 

For PayPal members who purchase 
eligible items on eBay, PayPal offers 
additional buyer protection where an 
eligible item is not received or is 
"significantly not as described". Under 
PayPal's Buyer Protection Policy 
members that purchase eligible items 
on eBay can currently be protected 
for up to $400 for any purchase 
(excluding certain categories, such 
as intangible items) or up to $3,000 
where the seller has received an 
eBay feedback rating from 50 unique 
transactions and has also achieved 
at least a 98 per cent positive rating 
for that feedback' On l 7  June 2o08' 
Paypal's w''' 
be to provide 'Overage 
of up to $20,000 per eligible 
transaction. PayPal is able to offer this 
additional protection for eBay 
customers because, as a related 
entity, it has additional information in 
regard to the transaction history of 
sellers through both feedback ratings 

, .I . ,, . . r I . . I  1 . 1 ,  
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Paymate uses a variety of risk metrics 
to conduct assessments of sellers, 
including eBay's feedback ratings 
for eBay sellers. Paymate could 
match PayPal's higher Seller 
Protection limit should eBay be 
willing to share equivalent seller risk 
data with Paymate with the 
permission of sellers registered with 
Paymate. 

PAYMATE OFFERS ALL BUYERS 
PROTECTION UNDER CREDIT CARD 
SCHEME RULES.. 

Paymate honours the credit card 
scheme rules as the merchant of 
record and refunds made 
by credit card if the buyer shows 
evidence of goods not received or 
goods not as described. In the case 
of bank account payments, 
Paymate will use its best efforts to 
attempt to recover the funds, but 
does not guarantee a reversal of the 
transaction. 

PAYMATE'S ACTUAL RISK 
MANAGEMENT PERFORMANCE ON 
BEHALF OF SELLERS MEETS WORLD 
BEST PRACTICE AND PAYMATE CAN 
MAKE AVAILABLE A MATCHING 
SELLER PROTECTION PROGRAM ON 
EBAY, SUBJECT TO COMMERCIAL 
TERMS, GIVEN MARKET ACCESS AND 
INTEGRATION WITH EBAY EQUIVALENT 
TO PAYPAL. 

Paymate a of 
neural technology and 
rules-based technology to detect 
and assess risky behaviour by buyers 
and sellers. These sophisticated 
systems enable Paymafe to make 
decisions on the majority of 
payments in an automated manner, 
with a smaller proportion being 
reviewed by experienced staff. In 
addition, Paymate argues fraudulent 
claims from buyers (presented as 
charge-backs by their banks) more 
vigorously with backing evidence of 
shipment by sellers to reject the 
claims. Unlike with PayPal, a 
Paymate seller does not have a 
'stored value account' that can be 
'frozen' when thev become liable 

1.29 

1.30 

and other metrics (such as risk data) 
shared with eBay. 

Under Paypal's Buyer Complaint 
Policy (which applies to transactions 
made using websites other than 
eBay). PayPal will use its best efforts 
to attempt to recover the funds, but 
does not guarantee a reversal of the 
transaction. 

In connection with the 
implementation of the Project, 
PayPal has also introduced 
additional protection for eligible 
sellers through a new Seller Protection 
Policy, at no additional cost to sellers. 
Under the Seller Protection Policy, 
PayPal can provide protection to 
eligible sellers for unauthorised 
payments, and for "item not 
received" disputes where the seller 
can provide proof the 
item an approved postage 
service and other information. as 
required by PayPal, In this event, 
sellers will be entitled to retain the 
funds. 



Paymate makes the following additional observations based on its own research. 

E paymte  

Risk Management Performance 

1.31 

EBay has not provided information on PayPal's risk management performance in Australia. 
However, according to eBay's Annual Report7: 

"For the full years ended December 31,2006 and December 31,2007, 
PayPal's transaction loss (including both direct losses and buyer 
protection payouts) totaled $1 26.4 million and $1 39.3 million, 
representing 0.35% and 0.29% of PayPal's net Total Payment Volume, 
respectively ." 

Currently, no other Buyer Protection 
Program (apart from PayPal's) 
specifically exists for eBay 
transactions. 

Paymate already achieves world best practice in risk management on behalf of sellers 
with a loss rate from fraud of less than 0.1% on average (and 0.06% over the last 12 
months). This means the majority of Paymate sellers do not suffer fraud losses. While 
Paymate operates at a much smaller scale than PayPal, it has demonstrated lower losses 
as a proportion of payments value processed. 

for a chargeback, until funds are 
recovered. Paymate has to request 
a seller to refund monies towards a 
chargeback since the original 
payment would have already been 
settled directly into their bank 
account. This model gives sellers 
more control in their dealings with 
Paymate, resulting in fewer bad 
seller experiences. 

PAYMATE OFFERS AN EQUIVALENT 
BUYER PROTECTION POLICY TO 
PAYPAL ON OTHER ONLINE 
MARKETPLACES AND CAN MAKE THE 
SAME AVAILABLE ON eBAY GIVEN 
MARKET ACCESS AND INTEGRATION 
WITH eBAY EQUIVALENT TO PAYPAL. 

Refer to response in item 1.28 above. 

Client Service Performance 

Paymate offers a personalised client service reflected in satisfaction ratings of over 8/10 
overall, as evidence of a superior buyer and seller experience. Paymate conducts an 
annual Client Satisfaction Survey in the form of an online form submitted voluntarily by 
clients who have either received or made payments in the previous 12 months. This survey 
was designed at the insistence of, and in association with eBay at the time of the joint 
launch of Paymate's services on eBay in October 2001, and has remained largely 
unchanged, though not restricted to eBay members. 

The survey asks clients to rate Paymate on five factors: 

Quality of client service and responsiveness 

Fees and charges for sending and receiving money 

Speed of payment in sending and receiving money 

Refer: eBay Annual Report, Form I@K filed 29 February, 2008, Page 20, 
http://investor.ebay.com/SECFilingNov.cfm?FilinglD=950134-08374 1 
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. Ease of use of website for registration and transactions 

Security of your fimncial and personal information 

The overall rating has exceeded 8/10 on average every year since 2001. Details of these 
survey results are available at w.Davmate.com. 
To Paymate's knowledge, PayPal does not publish the results of any client satisfaction 
surveys to reflect the reduced incidence of BBE for transactions conducted via PayPal. 

In addition, Paymate notes that eBay does not provide data on trading practices that 
may reduce BBE regardless of payment method. 

Paymate educates buyers and sellers on safe trading practices and operates a 
"Trustmark" program to encourage best practice online that results in lower incidences of 
BBE. When a seller receives their first payment via Paymate, Paymate may contact them 
via email or telephone to ensure they understand the risks of accepting payments online 
and the chargeback provisions applying to credit card payments. Paymate also provides 
tips on safe trading practices in our Help pages. In Paymate's experience, informal or 
casual sellers (as prevalent on eBay) often do not understand the risk of accepting credit 
card payments that may often be fraudulent and losses they may incur after shipment of 
goods for bankuuthorised payments. 

In addition, Paymate also offers the Paymate TrustMark Program that sellers can qualify for 
to display additional credentials offered by Paymate. There is no charge for participation 
in the program, however sellers must meet conditions including: 

. Continuous registration with Paymate over a minimum of 60 calendar 
days and receipt of at least 15 payments via Paymate; AND 

An auction feedback rating of 97 or more points; or 

Two forms of identification provided to Paymate Client Services via 
facsimile or mail: valid passport, valid driver's license or utility bill; or 

Australian Business Number and website URL. 

The seller must also accept the TrustMark Terms & Conditions before qualifying to display 
the Paymate TrustMark on their website or auction listing. These terms essentially help the 
buyer and seller manage mutual expectations to reduce disputes and trade safely. 

Buyers can click on the seller's TrustMark logo to verify their email address as registered 
with Paymate and the date on which the seller first registered with Paymate. They can also 
access the Terms & Conditions of the TrustMark Program to understand requirements for 
safe trading, including the use of a track able shipping method and insurance 
recommended for expensive items (generally costs incurred by the buyer). 

The Program's terms essentially define expectations for buyers and sellers in conducting an 
online transaction. 

6 Detriment to Paymate and future entrants 

The notified conduct will adversely impact Paymate's ability to provide a 
competitive alternative to PayPal not only on the eBay Site but other ecommerce 
platforms. PayPal is likely to become 'entrenched' on websites other than eBay, 
which, in turn, will likely reduce competition. In fact, eBay has indicated that the 
notified conduct will result in PayPal becoming the preferred payment service 
even outside eBay, directly impacting competing payment providers like 
Paymate. The sheer numbers of registered PayPal clients would place Paymate at 
a significant disadvantage. 
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Paymate considers eBay's 5 million members to be the most prolific online 
shoppers and likely to be a significant share of the overall purchasing population. 
If they are all registered with PayPal as a result of the notified conduct, then they 
will be more likely to prefer PayPal on other non-eBay platforms. PayPal already 
uses this client base argument to encourage websites that have their own credit 
card merchant facilities to accept PayPal as well. PayPal is then likely to become 
the dominant payment method on other online platforms to the exclusion of 
other options such as Paymate. These will also become less viable financially due 
to lack of scale or lowered prices, removing all alternatives and entrenching 
PayPal. 

PayPal operates a 'stored value' PayPal account into which users may receive 
payment or deposit funds from bank accounts or creditldebit cards. These funds 
are then used to make payments, with PayPal charging an ad valorem fee to 
recipients. This model confers hidden cost advantages to PayPal, enabling them 
to be a cost leader should they dominate the market with the largest number of 
registered users. 

According to eBay's Annual Report filed with the SECE, changes in PayPal's 
funding mix could adversely affect PayPal's results: 

"PayPal pays significant transaction fees when senders fund payment 
transactions using credit cards, nominal fees when customers fund 
payment transactions by electronic transfer of funds from bank 
accounts, and no fees when customers fund payment transactions from 
an existing PayPal account balance or use buyer credit issued by GE 
Money Bank. Senders fund a significant portion of PayPal's payment 
volume using credit cards, and PayPal's financial success will remain 
highly sensitive to changes in the rate at which its senders fund payments 
using credit cards. Senders may prefer funding using credit cards rather 
than bank account transfers for a number of reasons, including the 
ability to dispute and reverse charges directly with their credit card 
provider if merchandise is not delivered or is not as described, the ability 
to earn frequent flier miles or other incentives offered by credit card 
issuers, the ability to defer payment, or a reluctance to provide bank 
account information to PayPal." 

A credit card payment in Australian Dollars processed by PayPal might typically 
cost them 0.8% to 1% in merchant service fees charged by their acquiring bank. 
On the other hand, a bank account debit might cost a flat fee of $0.05 to $0.10 
per payment. eBay has not indicated what proportion of stored value in an 
average PayPal account in Australia is funded by bank account. Paymate 
understands from previous SEC filings by eBay that a proportion of 40% has been 
acknowledged. This means PayPal may enjoy a cost advantage of up to 40% in 
funding costs compared to providers like Paymate and credit card merchants 
who fund the entire value via a debit to a credit card. 

While Paymate and other providers could adopt a similar stored value model, 
typically a critical mass of clients funding their stored value accounts via bank 
accounts is essential to secure this advantage. It is Paymate's view that by 
eliminating direct bank account payments and substituting PayPal as the sole 
payment method, a far greater proportion of the stored value will be cheaply 

Refer: eBoy Annual Report, Form 10-K filed 29 Febrvary, 2008, Poge 26. 
http://investor.eboy.com/SECFilingNav.cfm?FilinglD=950134-083741 
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funded via bank accounts. This would create an unmatchable cost advantage 
for PayPal. At the same time, a significant growth in the number of registered 
clients (all eBay members as well as buyers on other websites) will secure the 
critical mass required for PayPal to dominate the online payment market to the 
exclusion of all other providers. 

The notified conduct will exclude other payment systems providers from access to 
the eBay Site. There will be little if no incentive for existing players and future 
entrants to develop more secure payment systems. Clearly, the notified conduct 
will create entry barriers and preclude new competitors from entering the online 
payment market. 

7 Impact on consumers 

The notified conduct is unfair in principle as buyers and sellers should have a 
choice of payment options in any open marketplace. The notified conduct is  
designed, inter alia, to limit consumers' freedom of choice of payment systems. 

The use of a linked bank account as the 'default' funding instrument for 'stored 
value' PayPal account will result in buyers having less choice of funding 
instrument (bank account or credit card) at every purchase. 

Many buyers prefer not to use PayPal because it requires registration and the 
linking of a credit card or bank account prior to payment and the use of a 
username and password to authorise every payment. Their choice of 
convenience in making a secure one-off payment by entering credit card details, 
without registration or username/password entry, as with Paymate will be 
removed. 

Sellers will incur extra fees compared to bank account payments, as PayPal 
charges a fee between 1 . 1  % and 3.4% to utilise its service. Sellers should have the 
freedom to choose from a number of payment options depending on sale value 
and perceived risk and not be compelled to use and pay for the service offered 
by PayPal. 

Sellers who prefer the risk management practices of alternative 'brokered' 
payment providers like Paymate should have that choice available. 
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THE FOLLOWING SECTION OF THE SUBMISSION IS CONFIDENTIAL INFORMATION MADE 
AVAILABLE ONLY TO THE ACCC AND NOT FOR PUBLIC ACCESS 

EXCLUDED FROM 
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