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RN outlined the development of a pay at pump facility, which Woolworths has been 
considering for the last three to four years. 
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Around two million customers use Caltex WoolworthsISafeway fuel outlets every week. 
Woolworths' market research revealed that around 80 per cent of these customers would 
prefer not to pay instore. 

In exploring a way to meet the needs of these customers, Woolworths faced three key 
hurdles. 

First, there was a security risk in the form of fraud and customers driving off without paying. 
Woolworths' fuel division has EBIT of around 1 . 5 ~  per litre and therefore, cannot afford to 
have a large increase in the level of drive offs. 

Second, around 60 per cent of Woolworths' fuel customers use the rewards program for 
discount fuel. Woolworths did not want to install a system that could not be used by these 
customers to redeem fuel discounts. 

RN noted that at this point that there are significant technical safety issues to consider. 
Specifically, machinery involving mechanical moving parts presents hazards at a fuel outlet 
and therefore, mechanical card readers were considered unsuitable. Woolworths decided that 
it needed a solution which minimises both equipment and maintenance. 

Third, Woolworths' market research showed that a large number of customers were strongly 
in favour of using a PIN at the point of sale. Woolworths also decided that a pre-authorisation 
function was necessary. While this is currently available in some limited circumstances (e.g. 
at hotels), Woolworths required the ability to pre-authorise up to $250. 



Taking into account these three factors, Woolworths decided that contactless technology 
would be the best solution, aligning well with the concept of a quick transaction where the 
customer could just 'tap and 

Arrangement with HSBC 

RN stated that HSBC presented a good option for Woolworths because: 

HSBC agreed to fund the costs associated with a contactless card, which is around 
[excluded from the public register], and 

= HSBC would be able to implement an arrangement quickly, which was attractive because 
Woolworths considered 'speed to market' as very important. 

In response to a query by ACCC staff, Woolworths confirmed that the costs incurred by 
HSBC would enable the contactless card to be used with compatible readers at merchants 
other than Woolworths. 

In return for its investment, HSBC has the benefit of a 12 month period of exclusivity. 

In response to a query by ACCC staff, Woolworths confirmed that [excluded from the public 
register] 

RN noted that Woolworths has not yet commenced negotiations with any other banks 
because it wants to test the facility first. 

RN stated that [excluded from the public register] 

it is Woolworths' intention is to open the facility up to other payment options. However, 
development work will be required because other banks do not currently have the systems in 
place to deal with Woolworths' requirements regarding PIN, pre-authorisation and fuel 
discounts. 

In response to a query by ACCC staff, RN said it was difficult to estimate how long it would 
take to brine a new card issuer in because it would deoend on the issuer and its svstems. " 
However, he noted that from a technical point of view, the issues regarding PIN and pre- 
authorisation were unlikely to be that complicated and could take less than six months. The 
fuel discount issue is more complex and might take around 12 months to resolve. 

DK stated that the Commonwealth Bank of Australia (CBA) would be an obvious card issuer 
to involve given that the CBA Mastercard carries the same PayPass technology as the HSBC 
card. However, the issue is the willingness of CBA to invest. 

DK reiterated that Woolworths needs to test the technology before being able to invite a 
wider group of issuers. The top credit card issuers and retailers around the world are 
watching this project to see if it will work. 

In response to a query from ACCC staff, RN confirmed that epump is ready to be activated at 
more than 250 fuel outlets around Australia. 



Other pay at pump facilities 

PK noted that pay at pump is available at other fuel outlets and asked how they deal with the 
types of security issues identified by Woolworths. 

RN suggested that those other fuel outlets face the same security issues and simply have to 
write off a large amount of money arising from those issues. 

RN noted that in the UK, one of the large supermarket retailers [excluded from the public 
register] had introduced a pay at pump facility incorporating payment by swipe card. The 
technical and security problems were so significant that the facility was turned off and then 
reopened with chip and PTN as the payment option. 

Comparison with ACCC decision in relation to exclusive arrangements a t  Stadium 
Australia 

PH asked for clarification of why the ACCC has issued different decisions in respect of 
arrangements by Woolworths and Stadium Australia which appear to be quite similar. 

PK stated that stadiums operate very differently to fuel outlets. In particular, stadiums (and 
their payment facilities for food and beverages) only operate 30 to 40 days per year for a few 
hours at a time. This means that investment in credit card facilities has not been an economic 
proposition for stadiums in Australia to date and cash is currently the only payment option. 
The exclusive arrangement at Stadium Australia underwrites the broad introduction of credit - 
card facilities so consumers can use not only cash but a range of payment cards including 
contactless, swipe and dip. 

PK also stated that the exclusive arrangement proposed by Woolworths is inconsistent with 
the 'honour all issuers' principle, while the Stadium Australia proposal is not. 

PK indicated that exclusive arrangements in payment systems could be seen as being on a 
spectrum. At one end, there are arrangements which only allow a single card issuer. This is 
where the ACCC has competition concerns and this is where the Woolworths proposal 
appears to fall. At the other end of the spectrum is a full range of payment options available. 
Somewhere in between are arrangements which allow access to a card network, and this is 
where Stadium Australia falls. 

Alternative arrangements 

KW asked whether Woolworths' should be viewing epump as a MasterCard facility and 
therefore, should be accepting payment by all Mastexcards. 

PK stated that it is not the role of the ACCC to specify any particular form of arrangements. 
The issue for the ACCC is the effect of any exclusive arrangement and also what happens 
when the exclusivity period ends. The ACCC will have concerns where the effect of the 
exclusivity period is to make it practically difficult for new competitors to enter a market at 
the end of that period. 



Payments system 

In response to a query by RN, ACCC staff confirmed that the Reserve Bank of Australia had 
not provided a direct submission in relation to this matter. However, staff noted that the RBA 
had provided a submission in relation to the recent exclusive arrangements by stadiums, 
which set out views on how those arrangements could be viewed in light of the principles 
underlying the payments system. 

DK stated that the card schemes' 'honour all issuers' rule applies at a merchant level rather 
than at the device level, and that Woolworths complies with the 'honour all issuers' principle 
at every one of its petrol sites. ACCC staff stated that the draft notice was not intended to 
refer to the technical scheme rules. The more general point is that an important part of the 
utility and efficiency of card schemes is that consumers do not need to wony about whether a 
merchant accepts the card issued by their bank. In this case, that utility is reduced because 
only holders of a card issued by a particular bank can access the facility. 

PK added that the ACCC is not suggesting that all merchants must accept all cards in all 
circumstances. The ACCC has to assess each case on its merits. 


