
Australian Competition 
& 

Consumer Commission 

PRE-DECISION CONFERENCE 

Minutes 

Exclusive dealing notifications N93625 & N93626 
lodged by Woolworths Limited and Australian Independent Retailers Pty Ltd 

20 February 2009 

The information and submissions contained in this minute are not intended to be a 
verbatim record of the pre-determination conference but a summary of the matters 
raised. A copy of this document will be placed on the ACCC's public register. 



Pre-Decision Conference: Exclusive dealing notifications N93625 & N93626 
lodged by Woolworths Limited and Australian Independent Retailers Pty Ltd 

20 February 2009 
Australian Competition and Consumer 
Commission, Sydney Office 
123 Pitt Street 
Sydney 

Attendees: 

Australian Competition and Consumer Commission 

Peter Kell 
Deputy Chair 

Dr Richard Chadwick 
General Manager 
Adjudication Branch 

Lauren Roy 
Project Officer 
Adjudication Branch 

Clare McGinness 
Project Officer 
Adjudication Branch 

Woolworths Limited 

Ramnik Narsey 
General Manager, Petrol 

Dhun Karai 
Head of Group Financial Services 

Rod Bordignon 
Group Legal Manager, Corporate and Commercial 

Peter Horton 
Group General Counsel and Company Secretary 

Tom Pockett 
Finance Director 

Kirsten Webb 
Clayton Utz 



Abacus - Australian Mutuals 

Luke Lawler 
Senior Adviser, Policy & Public Affairs 

National Association of Retail Grocers of Australia 

Gerard van Rijswijk 
Senior Policy Adviser 

Ken Henrick 
Chief Executive Officer 

Service Station Association 
Motor Trades Association of Australia 

Colin Long 
Operations Manager, Service Station Association 

Esa International Service Association 

Andrew Toon 

Reserve Bank of Australia 

Matthew Gibson 

Conference commenced: 10: 00am 

Deputy Chair Peter Kell welcomed attendees, made some introductory remarks 
outlining the purpose of the conference, declared the pre-decision conference open 
and invited Ramnik Narsey, on behalf of Woolworths Limited, to make an opening 
statement. 

Ramnik Narsey, General Manager, Petrol, Woolworths Limited (Woolworths), made 
an opening statement. A copy of this statement is attached. 

Deputy Chair Peter Kell asked Gerard van Rijswijk, on behalf of the National 
Association of Retail Grocers of Australia (NARGA) if he wished to address the 
conference. 

Gerard van Rijswijk on behalf of NARGA, noted that NARGA's views had been set 
out in its submission to the ACCC prior to the draft notice and only wished to raise 
the following issues: 

NARGA's main objection is the exclusive nature of the arrangements. GR 
noted Woolworths' submission that efforts will be made to make the system 
available to other cardholders at a later date, but asked why, if the system can 



be made more widely accessible to consumers, it can't be done from day one. 

If the exclusive nature of the arrangement is removed, NARGA will not have a 
problem with the notified conduct. GR suggested that if other contactless cards 
are available and are compatible with Woolworths' system, there is no reason 
why they should be excluded. 

Deputy Chair Peter Kell asked Colin Long, on behalf of the Service Station 
Association and the Motor Trades Association of Australia, if he wished to address 
the conference. 

Colin Long, Operations Manager, Service Station Association, made the following 
comments: 

The SSA and MTAA represent small independent private owners of service 
stations. They are concerned about the dominance of Coles and Woolworths in 
the marketplace. If this proposal goes ahead, independent operators would 
need to look at implementing similar arrangements at their stations, and they 
do not have the capital to do this. CL agreed with Ramnik Narsey's earlier 
statement that service station owners are operating on an EBIT margin of 1.5 
per cent. 

The proposal is very restrictive as there is only one payment option, so there is 
limited flexibility in consumer choice. 

Another issue of concern is the transparency in fees that flow from the 
conduct. This is especially the case for franchisees, as the franchisee operation 
will be affected if customers pay at the pump rather than in-store, as they rely 
on sales from the convenience stores. 

Deputy Chair Peter Kell asked Luke Lawler, on behalf of the Association of 
Building Societies and Credit Unions (Abacus), if he wished to address the 
conference. 

Luke Lawler, Senior Adviser - Policy & Public Affairs, Abacus, noted that Abacus' 
views have been set out in its submission to the ACCC prior to the draft notice. He 
wished to add the following comments: 

Abacus is coming from the point of view of the card issuer. The ACCC's draft 
notice found that Woolworths had not demonstrated that the facility could not 
have been designed to accept a range of payment cards. From Abacus' point of 
view, this is the core problem. 

The notified conduct sets a dangerous precedent in the credit card market. 
There is a risk that the notified conduct may result in a lessening of 
competition in the credit card market, and a substantial lessening of 
competition in the credit card market for consumers who value the 
convenience of a pay at pump facility. 

The exclusivity arrangement would significantly assist in growth of the 



Everyday Money Credit Card (EM Credit Card). 

Abacus welcomes Woolworths' initiative to invite the banks to discuss the 
possibility of opening up epump to other card issuers. However, there is no 
certainty as to how quickly this would happen or on what terms. 

Deputy Chair Peter Kell asked Matthew Gibson, on behalf of the Reserve Bank of 
Australia, if he wished to address the conference. 

Matthew Gibson, Reserve Bank of Australia, advised that the Reserve Bank did not 
wish to make any comments at this time. 

Deputy Chair Peter Kell asked Andrew Toon, on behalf of Visa International 
Service Association, if he wished to address the conference. 

Andrew Toon, Visa International Service Association, advised that VISA did not 
wish to make any comments at this time. 

Deputy Chair Peter Kell then invited Woolworths to comment on why the pay at 
pump facility cannot be opened up from the first day it becomes operational. 

Ramnik Narsey answered that this system is a world first product and some of its 
features do not exist anywhere else. Woolworths have been trialling the technology 
with some Woolworths employees at three fuel outlets for a number of weeks now. 

Mr Narsey emphasised that, for technical and customer based reasons, epump needs 
to be "stress tested" at a large number of sites. Card issuers will want some guarantee 
from Woolworths that epump works in both a technical and commercial sense before 
undertaking the required investment. 

Before epump can be made compatible with a wider range of cards, there are a 
number of technical developments and commercial arrangements that need to be 
made and this will require a passage of time. In the meantime, if Woolworths were 
not able to launch the product, this would be to the detriment of motorists. 

Mr Narsey submitted that Woolworths does not want to be in a situation where the 
ACCC's approval of the exclusive arrangement is contingent on Woolworths getting 
agreements signed with card issuers. This would put Woolworths at a significant 
commercial disadvantage in any negotiations with the banks. Woolworths wants to 
open up epump because Woolworths' business case relies on a lot of people using it. 
The number of customers who are Everyday Money Credit Card (EM Credit Card) 
holders alone will not make the significant investment Woolworths has made 
economically viable. 

Dhun Karai added that Woolworths' petrol division has invested in an "open 
system." In contrast, "closed systems" accept only one card network, usually either 
MasterCard or Visa. The epump system can be leveraged to accept AMEX contactless 
or Visa payWave, not just MasterCard PayPass. This demonstrates that Woolworths' 
strategy was to open it up to as many people as possible. Ms Karai submitted that 
MasterCard must be able to see a benefit from the conduct, as they have allowed the 



exclusivity period. 

Peter Kell invited other interested parties to comment on this issue. 

Gerard van Rijswijk submitted that NARGA's concerns are in relation to retail 
concentration. In Australia, 40% of the retail figures are with Coles and Woolworths. 
This dominance has developed over the years with exactly the kind of exclusivity 
arrangements that Woolworths is now proposing in relation to epump. 

Mr van Rijswijk submitted that Woolworths is getting bigger and bigger and taking a 
larger portion of the market. Mr van Rijswijk considered that if the system had been 
designed to accept other cards, there is no reason why the process of making these 
cards compatible with epump cannot be accelerated. The longer the exclusivity period 
for the Woolworths card, the more opportunity there is to hook consumers into 
acquiring a Woolworths card. 

Luke Lawler asked Woolworths what the envisaged exclusivity period of epump is. 

Ramnik Narsey responded that Woolworths have informed the ACCC of the 
duration of the exclusivity period on a confidential basis. He suggested the period is 
however, relatively short. [Woolworths decided to publicly release this information 
later during the PDC] 

Luke Lawler asked if Woolworths intended to test the system during this time, and 
then commence negotiations with banks at the end of the exclusivity period. 

Ramnik Narsey answered that Woolworths expects to commence negotiations with 
the banks after the launch of epump and before the end of the exclusivity period. 

Luke Lawler asked Woolworths to expand on the business case for epump, as there 
is a clear motive for Woolworths to use the exclusivity period to encourage take up of 
the Woolworths credit card. 

Ramnik Narsey explained that two million people use the Caltex Woolworths and 
Caltex Safeway fuel outlets every week. If only a small portion of these customers 
can use epump, then customers will not be moved through the petrol forecourt more 
quickly. In order to do this, a critical mass of users is needed, which is several times 
more than the current number of EM Credit Card holders. 

Gerard van Rijswijk suggested that this is an argument for opening the system up 
from the beginning. 

Ramnik Narsey indicated that in order to develop the system, Woolworths needed to 
partner with a card issuer. That issuer was required to commit to a number of things; 
in the process, they obtained a short exclusivity period which helps to get the system 
to a point where it can be opened up to a number of cardholders. 

Tom Pockett added that as Woolworths has invited the financial institutions to begin 
discussions in order to have their cards accepted at epump, the exclusivity period is 
almost a moot point because it will take time for other companies to gain access to the 



system. As soon as the exclusivity period finishes, the first party will be able to access 
the system, so in practice, the exclusivity period is not relevant. 

Mr Pockett noted that without HSBC's initial investment, the system would not have 
been developed. 

Mr Pockett explained that the Commonwealth Bank of Australia (CBA) is the only 
bank that currently issues Mastercard PayPass cards. Mr Pockett indicated that CBA 
has responded to Woolworths' invitation and is happy to start negotiations in relation 
to this issue. 

Ramnik Narsey disclosed that the exclusivity period is 12 months from the date that 
epump is launched. 

Mr van Rijswijk submitted that a 12 month exclusivity period gives Woolworths an 
opportunity to encourage take up of their own credit card. 

Luke Lawler submitted that 12 months represents the minimum amount of time that 
HSBC will have exclusivity, and whether any other card issuer participates after that 
time depends on the success of negotiations. 

Mr Lawler noted that the Reserve Bank has stated that bilateral negotiations regarding 
payment systems as opposed to multilateral schemes can be difficult, and they are 
often not successful. Mr Lawler submitted that it is entirely up to Woolworths to 
determine what it wants to do with its own product; there is no certainty that any new 
issuer would gain access when the exclusivity period ends. 

Ramnik Narsey responded by stating that given the size of the network Woolworths 
has, epump would be an attractive proposition to banks as it will promote their 
contactless cards. Mr Narsey suggested this was especially the case for a bank such as 
CBA, which has not had a good start with contactless cards because merchants will 
not install the necessary technology. 

Tom Pockett noted that this matter has a lot of similarities to the situation when the 
Reserve Bank decided that Woolworths should not be prevented from having its own 
switch. As a result, Woolworths was able to engage in negotiations with the banks to 
develop their own switch. 

Ramnik Narsey added that the ACCC has the power to withdraw immunity conferred 
by a notification at any time. The ACCC could monitor Woolworths' negotiations, 
and if the ACCC does not think that the negotiations are bona fide, it can use this 
power. 

Deputy Chair Peter Kell commented that it appeared the views regarding the 
exclusivity period had been made clear and asked interested parties if there were any 
other issues they would like to discuss. 

No further issues were raised. 

Deputy Chair Peter Kell asked Colin Long to clari@ his earlier point about 



installing epump at franchisee sites. 

Colin Long explained that there are a number of joint venture sites that are not 
exclusively Woolworths' sites and he wanted to know whether these sites would be 
required to install epump. If they must install epump, they will experience a loss of 
income because customers will no longer purchase goods in-store. 

Ramnik Narsey indicated that Woolworths would like the franchisee sites to install 
the pay at pump system and noted that Woolworths' alliance partner has come on 
board with the concept. However, if the franchisee does not wish to have epump 
installed at their station they will not be required to do so. 

Deputy Chair Peter Kell then called for any further comments. No further 
comments were made. The Deputy Chair closed the conference by noting that the 
ACCC would be accepting further written submissions in respect of its draft notice by 
23 February 2009 and that the ACCC would be writing to those who attended the 
conference to provide a record of the conference, which would also be placed on the 
ACCC's public register. The Deputy Chair noted that the ACCC is aiming to make a 
final decision in this matter in March 2009. 

Conference closed: IO:50arn 



ACCC Pre- Decision Conference relating to -unto 
20 February 2009 

Thank you Chairman 

My name is Ramnik Narsey and I am the General Manager for Woolworths' Petrol 
business. 

I intend to keep my comments brief as they have been argued several times previously 
in our submissions and in our meetings with the commission. I understand that 
records of these have been put on the public record. . I have brought copies of our 
submissions and the most recent letter to the ACCC which cover in greater detail the 
matters I will raise. 

Epump is a product that has been driven by Woolworths Petrol business. The 
Woolworths Everyday Money Card (EDM) is a means to an end. The "end" is a better 
customer experience for the vast majority of motorists whose main desire in going to 
a service station is to fill up and get out as quickly as possible without having to 
queue and go inside the kiosk. They have no desire to purchase cigarettes, chocolate 
bars, milk or bread - I refer to these motorists as "road warriors". With , -even 
those who do go into the kiosk will find that they are able to complete their visit more 
quickly without the road warriors getting in their way. 

However, the issue in Australia has always the inability to make this sort of system 
economically viable. The fuel retailing business has an EBIT margin of less than 
1.5% so business cases for investment of this type are always challenging. Why? 

Because, the traditional Pay at the Pump (PAP) system with mag-stripe mechanical 
readers: 

- Increases the risk of fraud and non-payment. One only has to look at 
the experience in the UK with a major retailer who was forced to shut 
down their PAP system because of this very issue. 

- Disrupts the operation of our very busy sites because card readers 
with moving parts tend to break down more often. 

- Are very much more expensive than contactless card readers which 
can more easily meet the intrinsically-safe requirements of working 
in a hazardous area 

Moreover, there is no system available in the world today that can deliver the fuel 
savings accrued by Woolworths customers who have accumulated this benefit from 
their supermarket purchases. They represent around 60% of our fuel customers. 

To overcome these challenges we need a system with the following features: 

- a compulsory PIN and chip to provide protection against the risk of 
non-payment, and just as importantly, this is something which our 
customer research showed as being important because to the 
consumer a PIN represents security of their funds. 



- a "pre-auth" system which (i) reserves a prescribed amount of money 
from the customer's available credit until the transaction is complete 
so that transactions are not declined after the customer has filled up 
hisker tank or (ii) if the available credit is less than the prescribed 
amount, enables the customer to fill up to the limit of their available 
credit, then (iii) immediately releases back to the customer any 
reserved funds that were not used for the purchase. 

- an automated link between the payment instrument and Woolworths 
Everyday day Rewards (EDR) data base to enable our customers to 
redeem their fuel savings 

- a system with contactless card readers capable of reading all 
mainstream contactless cards 

However, the first three features of those features are not standard protocol in the 
current Credit Card market in Australia today. Moreover, the incremental cost of 
issuing contactless card was significant and could not be absorbed into the business 
case. 

Therefore, as a unilateral development by Woolworths, pay at the pump, from an 
economic and practical standpoint was "dead". 

To make the project viable and deliverable we needed an Issuer as a partner to work 
with us to overcome the hurdles mentioned previously. 

This was discussed with our Financial Services group (GFS) which was 
contemplating launching a Woolworths Credit Card product. During the deliberations 
that followed the Card RFI conducted by our GFS group, contactless cards, pay at the 
pump, fuel reward redemption, security features, software development etc were 
discussed with a number of potential Issuers. In the process, we selected HSBC as our 
partner and commercial arrangements were agreed which recognised the contribution 
of both parties. This included a commitment by HSBC to pay for one off and ongoing 
costs associated with a contactless PAP solution (including the features mentioned 
above and issuing contactless cards), and also included a short exclusivity period. Let 
me say that this did not cause us undue concern as it would allow us time to test and 
fine tune the robustness of this first-in-the-world system and adjust our customer 
offer, before we took our system to the other Issuers. 

Let me also say that without the commitment of HSBC, pay at the pump would not be 
a reality today, because if not for epump, HSBC would have gone to market with a 
conventional mag-stripe card for the EDM launch. They have provided the "means" 
to our "end" and in the process helped launched a national platform for contactless 
cards. For this, they deserve a great deal of credit. 

It is also important to realise that Woolworths would be crazy to introduce a system 
which would discourage or prevent customers from buying petrol! We do not and 
will not turn away customers who wish to pay using any of the mainstream payment 
methods. Our customers will continue to be able to pay for their petrol in the kiosk. 
All we are doing is adding the convenience of another payment mechanism for our 
customers. 



So where to from here for us: 

First, we have a system that is ready to launch today and we'd like to do just that asap 
so we can monitor customer reaction, stress-test the robustness of the system, analyse 
any defects and carryout the necessary enhancements fiom a technical and customer 
experience standpoint in readiness to open the system as widely as possible. 

Second, we wrote to the major card issuers earlier this week and invited them to meet 
with us after the launch of and discuss their interest in working with us to give 
their current and future card holders the ability to use-. 

We are committed to achieving the critical mass of users we need to make a 
real difference on the forecourt and in the shop. To that end, our equipment selection 
and software design has been done in a way which will permit other card Issuers to 
get on board relatively quickly and leverage the work that's been done already. We 
think the product is fantastic and will be a win-win-win for Issuers, their customers 
and us. We are looking forward to hearing from them. 

In our view the public benefits arising from the introduction of this new technology 
significantly outweigh the very limited detriment that arises fiom the short exclusivity 
period. 

We urge the Commission to reverse its draft notice of 29 January 2009 as 
expeditiously as possible. 

I am happy to answer any questions you have in relation to the matters I have raised 
this morning and in our written material. If necessary I will call on my colleagues to 
assist in areas unfamiliar to me. 

Thank you. 


