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Form FC 

Commonwealth of Australia 

Trade Practices Act 1974 - subsection 91 C (1) 

APPLICATION FOR REVOCATION OF A NON-MERGER AUTHORISATION AND 
SUBSTITUTION OF A NEW AUTHORISATION 

To the Australian Competition and Consumer Commission: 

Application is hereby made under subsection 91C (1) of the Trade Practices Act 1974 for the 
revocation of an authorisation and the substitution of a new authorisation for the one revoked. 

PLEASE FOLLOW DIRECTIONS ON BACK OF THIS FORM 

1. Applicant 

(a) Name of applicant: 

b~q LLO'l Australian Payments Clearing Association Limited (ABN 12 055 136 519) (APCA). 

A (3 12\0 
(b) Description of business carried on by applicant: 

Coordination and management of the implementation, operation and development 

of effective clearing and settlement systems. 

(c) Address in Australia for service of documents on the applicant: 

C/- Susan Bray, Australian Payments Clearing Association Limited, Level 6, 14 

Martin Place, Sydney NSW 2000. 

2. Revocation of authorisation 

(a) Description of the authorisation, for which revocation is sought, including but no1 
limited to the registration number assigned to that authorisation: 

Authorisations A90967 and A90968. 

(b) Provide details of the basis upon which revocation is sought: 

Revocation of authorisations A90967 and A90968 is sought because these 

authorisations will expire on 14 July 2010. APCA seeks to substitute in their place 

new authorisations on substantially the same terms as those which were granted 

on 22 June 2005. 

In APCA's view, the suspension and termination provisions in the Bulk Electronic 

Clearing System (BECS) Regulations continue to result in a benefit to the public 

through the protection of the security, efficiency and integrity of bulk electronic 

clearing processes. APCA considers that this benefit outweighs any resulting 

detriment to the public (including that constituted by any lessening of competition). 
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Substitution of authorisation 

Provide a description of the contract, arrangement, understanding or conduct 
whether proposed or actual, for which substitution of authorisation is sought: 
(Refer to direction 4) 

The Regulations of the applicant for the Bulk Electronic Clearing System. 

Specifically: 

Regulation 4.24 and 4.24A (Suspension); 

Regulations 4.25 - 4.29 (Effect of Suspension); 

= Regulations 4.30 and 4.32 (Termination); and 

= Regulations 4.34 and 4.35 (Effect of Termination). 

Description of the goods or services to which the contract, arrangement, 
understanding or conduct (wheiher proposed or actual) relate: 

BECS manages the conduct of the exchange and settlement of bulk direct entry 

electronic low value transactions. 

The term for which substitute authorisation of the contract, arrangement or 
understanding (whether proposed or actual), or conduct, is being sought and 
grounds supporting this period of authorisation: 

5 years. APCA considers this to be an appropriate length of time, given the nature 

of the suspension and termination provisions for which authorisation is being 

sought. 

Parties to the contract, arrangement or understanding (whether proposed or 
actual), or relevant conduct, for which substitution of authorisation is sought 

Names, addresses and description of business carried on by those other parties to 
the contract, arrangement or understanding (whether proposed or actual), or the 
relevant conduct: 

Please refer to Annexure 1. 

Names, addresses and descriptions of business carried on by parties and other 
persons on whose behalf this application is made: 
(Refer to direction 5) 

Please refer to Annexure 1 

Where those parties on whose behalf the application is made are not known - 
description of the class of business carried on by those possible parties to the 
contract or proposed contract, arrangement or understanding: 

Not applicable. 

Public benefit claims 

Arguments in support of application for substitution of authorisation: 
(See Direction 6 of this Form) 

Please refer to Annexure 2. 
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(b) Facts and evidence relied upon in support of these claims: 

Please refer to Annexure 2. 

6. Market definition 

Provide a description of the market(s) in which the goods or services described at 
3 (b) are supplied or acquired and other affected markets including: significant 
suppliers and acquirers; substitutes available for the relevant goods or services; 
any restriction on the supply or acquisition of the relevant goods or services (for 
example geographic or legal restrictions): 
(See Direction 7 of this Form) 

Please refer to Annexure 3. 

7. Public detriments 

(a) Detriments to the public resulting or likely to result from the substitute 
authorisation, in particular the likely effect of the conduct on the prices of the goods 
or services described at 3 (b) above and the prices of goods or services in other 
affected markets: 
(See Direction 8 of this Form) 

Please refer to Annexure 4. 

(b) Facts and evidence relevant to these detriments: 

Please refer to Annexure 4. 

8. Contracts, arrangements or understandings in similar terms 

This application for substitute authorisation may also be expressed to be made in relation to 
other contracts, arrangements or understandings (whether proposed or actual) that are, or will 
be, in similar terms to the abovementioned contract, arrangement or understanding 

(a) Is this application to be so expressed? 

The authorisation is made in relation to all parties and potential parties to a 

contract, arrangement or understanding constituted by the BECS Regulations and 

Procedures. 

(b) If so, the following information is to be furnished: 

(i) description of any variations between the contract, arrangement or understanding 
for which substitute authorisation has been sought and those contracts, 
arrangements or understandings that are stated to be in similar terms: 
(See Direction 9 of this Form) 

Not applicable. 

(ii) Where the parties to the similar term contract, arrangement or understanding(s) 
are known - names, addresses and description of business carried on by those 
other parties: 
(See Direction 5 of this Form) 

Please refer to Annexure 1. 
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(iii) Where the parties to the similar term contract, arrangement or understanding(s) 
are not known - description of the class of business carried on by those possible 
parties: 

Not applicable. 

9. Joint Ventures 

(a) Does this application deal with a matter relating to a joint venture (See section 4J 
of the Trade Practices Act 1974) ? 

Yes. 

(b) If so, are any other applications being made simultaneously with this application in 
relation to that joint venture? 

No. 

(c) If so, by whom or on whose behalf are those other applications being made? 

Not applicable. 

10. Further information 

(a) Name, postal address and telephone contact details of the person authorised by 
the parties seeking revocation of authorisation and substitution of a replacement 
authorisation to provide additional information in relation to this application: 

CI- Susan Bray, Australian Payments Clearing Association Limited, Level 6, 14 

Martin Place, Sydney, NSW 2000. 

JCtOuGr. 2r)ifi Dated ........................... 2 .................................... 
of the applicant 

Ms Susan Bray 

Australian Payments Clearing Association Limited 

Head of Self Regulation 
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DIRECTIONS 

1. Where there is insufficient space on this form to furnish the required information, the 
information is to be shown on separate sheets, numbered consecutively and signed by or 
on behalf of the applicant. 

2. Where the application is made by or on behalf of a corporation, the name of the 
corporation is to be inserted in item 1 (a), not the name of the person signing the 
application and the application is to be signed by a person authorised by the corporation 
to do so. 

3. In item 1 (b), describe that part of the applicant's business relating to the subject matter of 
the contract, arrangement or understanding, or the relevant conduct, in respect of which 
substitute authorisation is sought. 

4. In completing this form, provide details of the contract, arrangement or understanding 
(whether proposed or actual), or the relevant conduct, in respect of which substitute 
authorisation is sought. 

(a) to the extent that the contract, arrangement or understanding, or the relevant 
conduct, has been reduced to writing - provide a true copy of the writing; and 

(b) to the extent that the contract, arrangement or understanding, or the relevant 
conduct, has not been reduced to writing - provide a full and correct description 
of the particulars that have not been reduced to writing; and 

(c) If substitute authorisation is sought for a contract, arrangement or understanding 
(whether proposed or actual) which may contain an exclusionary provision - 
provide details of that provision. 

5. Where substitute authorisation is sought on behalf of other parties provide details of each 
of those parties including names, addresses, descriptions of the business activities 
engaged in relating to the subject matter of the authorisation, and evidence of the party's 
consent to authorisation being sought on their behalf. 

6. Provide details of those public benefits claimed to result or to be likely to result from the 
contract, arrangement or understanding (whether proposed or actual), or the relevant 
conduct, including quantification of those benefits where possible. 

7. Provide details of the market(s) likely to be affected by the contract, arrangement or 
understanding (whether proposed or actual), in particular having regard to goods or 
services that may be substitutes for the good or service that is the subject matter of the 
application for substitute authorisation. 

8. Provide details of the detriments to the public, including those resulting from the lessening 
of competition, which may result from .the contract, arrangement or understanding 
(whether proposed or actual). Provide quantification of those detriments where possible. 

9. Where the application is made also in respect of other contracts, arrangements or 
understandings, which are or will be in similar terms to the contract, arrangement or 
understanding referred to in item 2, furnish with the application details of the manner in 
which those contracts, arrangements or understandings vary in their terms from the 
contract, arrangements or understanding referred to in item 2. 
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ANNEXURE 2 - Public Benefits 

1 Grounds for authorisation 

The Applicant, Australian Payments Clearing Association Limited (APCA), submits that: 

To the extent (if any) that any of the relevant suspension and termination provisions (set out in 
response to Question 3(a) of Form FC) of the Bulk Electronic Clearing System (BECS) 
Regulations is or may be an exclusionary provision within the meaning of section 4D of the 
Trade Practices Act 1974 (the Act), such provision in all the circumstances has resulted and will 
continue to result in such a public benefit that the contract, arrangement or understanding 
constituted by such provisions of the Regulations should be allowed to remain in place and 
should be allowed to be given effect to. 

To the extent (if any) that any of the relevant suspension and termination provisions of the 
BECS Regulations is or may be a cartel provision within the meaning of section 44ZZRD of the 
Act, such provision in all the circumstances has resulted and will continue to result in such a 
public benefit that the contract, arrangement or understanding constituted by such provisions of 
the Regulations should be allowed to remain in place and should be allowed to be given effect 
to. 

- To the extent (if any) that any of the suspension and termination provisions of the BECS 
Regulations has the purpose or likely effect of substantially lessening competition in a market 
within the meaning of section 45 of the Act, such provision in all the circumstances has resulted 
and will continue to result in a benefit to the public and that benefit outweighs the detriment to 
the public constituted by any lessening of competition that results from any such provision and 
should be allowed to be given effect to. 

The benefit to the public that results from the relevant provisions is as follows: 

To function well, the economy requires the secure and efficient processing of transactions 
between financial institutions through a clearing framework of the kind constituted by APCA's 
Regulations and Procedures for BECS. 

Access to BECS is and will continue to be available to potential participants on reasonable and 
clearly understood terms. 

BECS does not discriminate between different institutional types. Banks, non-bank financial 
institutions and other bodies corporate can participate provided they meet the required terms 
and conditions. 

APCA's payments clearing framework contributes towards protecting and enhancing the 
integrity of payments clearance and settlement, and reducing risk within the payments system. 
It also contributes towards the efficiency with which payment instructions are cleared, and the 
timeliness and certainty with which value is provided to customers. 

The ability to suspend or terminate a member is critical for ensuring that the clearing system can 
maintain efficiency and integrity. The provisions for suspension or termination of a member 
from BECS at APCA's instigation are reasonable and would only be relied upon in 
circumstances where the member's continuing membership would impair the efficiency and l o r  
integrity of BECS. 

2 Facts and evidence relied upon in support of grounds for authorisation 

2.1 BECS Regulations and Procedures 

(a) General comments 

The BECS Regulations encompass membership criteria, suspension and termination provisions, 
representation arrangements, fees, the management committee for the system, the advisory council, 



member meetings, settlement and dispute resolution. The only provisions for which authorisation is 
sought are the termination and suspension provisions, which are considered in section 2.2 in relation 
to their public benefit. 

APCA's view is that no other provisions of the Regulations are at material risk of breaching the Act. 
Membership of BECS is voluntary. To the extent that membership may be regarded as being 
necessary for business reasons, the membership criteria are inclusive and conditions of membership 
are solely directed to protecting the efficiency and integrity of the system. 

The BECS Procedures are technical in nature (encompassing the rules for conducting exchanges, file 
specifications and standard forms) and are directed to ensuring that exchanges are conducted 
efficiently and securely. No further comment is made in relation to these. 

2.2 BECS suspension and termination provisions 

(a) Public benefit 

The scope of the application of the suspension and termination provisions is limited to protecting the 
efficiency and integrity of BECS, and by extension the integrity of paper clearing and settlement. As 
explained in section 2.4 below, clearing and settlement are integral to a well-functioning payments 
system. It is therefore in the public interest to maintain the efficiency and integrity of all aspects of 
clearing and settlement. 

BECS can play its part effectively only if its members operate in accordance with APCA's Constitution 
and the BECS Regulations and Procedures. Suspension and termination provisions provide "last 
resort" sanctions to safeguard that important requirement. As in any set of rules or laws, sanctions are 
an important mechanism to foster compliance with the necessary rules that support the payment 
system. 

(b) Explanation of suspension and termination provisions 

Suspension and termination provisions in similar terms are included in all of APCA's clearing system 
regulations. As noted previously, they are effectively "last resort" steps to be contemplated only if a 
member's continuing membership would impair the efficiency and / or integrity of the system. 
Although they have not been used or specifically contemplated being used since APCA's 
establishment, they are necessary to safeguard the integrity and efficiency of payments clearing and 
settlement, and provide a mechanism to ensure compliance with the Regulations and Procedures and 
to allow participants to have confidence in the system. 

The suspension and termination provisions in BECS (as listed in the response to Question 3(a) in 
Form FC) are currently authorised. The only change since authorisation was granted by the ACCC in 
June 2005 is the addition of Regulation 4.24A, which provides as follows: 

If a Participating Member is subject to prudential supervision by the Australian 
Prudential Regulation Authority then the Management Committee must give the 
Australian Prudential Regulation Authority reasonable notice of, and an opportunity to 
be heard at, any meeting at which it will consider suspending the Participating Member 
pursuant to regulation 4.24(e). 

The circumstances that supported their previous authorisation and the rationale for their authorisation 
have not changed. 

If invoked, the suspension and termination provisions have the effect of excluding the institution 
concerned from participating in and receiving services through the system. Although this does not per 
se exclude the institution concerned from the process of clearing items or settlement, it does mean 
that clearing and settlement would need to be done by bilateral arrangement with other participants 
outside of BECS. Potentially, an excluded institution might have difficulty engaging other participants 
and accordingly exclusion from the system may have an adverse impact on the institution concerned. 



Suspension can only occur in a limited range of circumstances (as set out in Regulations 4.24(a) to (f)). 
Two of these are if a member's prudential supervisor requests suspension or if a member agrees to 
suspension. The circumstances in which APCA can unilaterally suspend a member are as follows: 

if a member no longer satisfies the membership criteria; 

during a period when a member has operational difficulties preventing it from discharging its 
obligation under the rules (ie when a member is suffering a "Disabling Event"); 

if a member becomes insolvent or fails to settle its clearing obligations; and 

if a member breaches relevant provisions of the Constitution, the Regulations or the Procedures 
and does not rectify the breach or provide a satisfactory explanation within a prescribed time 
period. 

In lieu of suspending a member, the management committee may impose conditions on the 
membership of that member (including changing the capacity in which that member may participate in 
BECS, or varying any provision of the Procedures relating to the exchange of items addressed to or 
drawn on that member).' That member's rights and obligations will then be subject to any such 
conditions or variations, which may be varied or revoked at any subsequent time by the management 
committee. 

Termination of membership2 can follow suspension provided that any breach of the rules has not been 
remedied, the Board has consulted with the member's prudential supervisor (if applicable) and the 
member has been provided with the opportunity to make submissions to the Board regarding 
termination. Otherwise, termination only occurs as a result of a member resigning, becoming insolvent 
or ceasing to exist. 

2.3 Background information about APCA 

(a) Role and decision-making structure 

APCA is an industry self-regulatory body with specific accountability for key parts of payments clearing 
and settlement arrangements in Australia. APCA's charter, as set out in its Constitution, is to 
coordinate, manage and ensure the implementation and operation of effective payments clearing and 
settlement systems, policies and procedures. 

APCA does not process payments, but instead coordinates and manages payments clearing 
arrangements for each of the clearing systems it establishes. Individual institutions are responsible for 
their own clearing operations, and must conduct their operations according to APCA's rules as set out 
in the Regulations and Procedures for each of APCA's clearing systems in which they participate. 

The Regulations and Procedures for each of APCA's clearing systems have the effect of a contract 
under seal between APCA and each participating member in that system, and between the 
participating members in that system. 

Clearing system management involves a participatory approach. Participating members of each 
clearing system appoint a committee of management with delegated powers and responsibilities for 
overseeing the operations of the system. Broadly speaking, they are responsible for technical and 
efficiency standards, operating procedures and policies, supervision of observance of the clearing 
system rules, assessment of clearing volumes, dispute resolution and approval of membership 
applications according to the rules. Participating members are entitled to participate in annual 
meetings of the relevant systems, which provide a forum for discussion of all matters relating to the 
operations and management of the system. 

See Regulation 4.27. 

' See Regulations 4.30, 4.31 and 4.32. 



(b) Board of Directors 

APCA's voting directors are nominated by owner members. Directors hold office for two years, with 
provision made for the appointment of alternate directors. In relation to specific roles: 

the chairman is a non-voting director and holds office for two years from the date of 
appointment, and may be re-appointed; 

a nominee director may not simultaneously hold the office of chairman of the company. APCA's 
policy since October 1999 has been to appoint an independent chairman from outside APCA's 
membership; and 

the Chief Executive Officer of APCA is also a non-voting director and acts as the Public Officer 
of the Company. 

(c) Membership 

APCA has three categories of membership, as explained below. APCA's constitution provides for the 
creation of additional categories of membership if required. 

(i) Owner membership confers rights relating to the governance of the company, including 
rights to appoint directors and vote at company meetings. Membership of a clearing system 
gives entitlement to owner membership. Owner members must be "constitutional 
corporations" and must either be a participant in at least one of APCA's clearing systems or 
an "industry association" as defined in APCA's Constitution. 

Owner members are responsible (through the Board of Directors) for the governance of 
APCA and the oversight~control of APCA's five clearing systems. Any single owner member 
or group of owner members with at least 5% of "Adjusted NCV'~  may nominate directors. 
Provision is also made for representation by the Reserve Bank of Australia, building 
societies and credit unions. 

The Reserve Bank of Australia also has a right to nominate a director under the Constitution 
but has not taken up its seat explicitly in order to encourage effective industry debate. It has 
the right to reclaim its seat at any time. 

(ii) Participating membership confers rights of participation in the relevant clearing system or 
systems, and rights relating to the governance of that clearing system. Separate 
participating membership exists for each clearing system, so that membership is divided into 
five classes based on APCA's five clearing systems. Within each of these five classes there 
may be different categories of participating membership depending on whether a member 
clears and settles directly or indirectly. 

A participating member's rights and obligations on clearing and settling payment instructions 
are dependent on its particular category of membership. All categories of participants have 
the same rights to vote at meetings of the relevant clearing system, and to appoint a 
committee of management for that clearing system. Each clearing system has rules in place 
setting out these rights and obligations, and detailing operating procedures required in the 
system. 

(iii) Associate membership allows individuals and organisations to be kept abreast of the 
Company's activities. Associate members are persons or organisations, not being owner 
members or participating members, who are otherwise interested in the functional integrity 
and efficiency of clearing systems. Associate members have no voting or participation 
rights but are entitled to attend Annual General Meetings and receive information about the 
Company and its clearing systems. 

"Adjusted NCV" is defined in APCA's Constitution as the aggregate of an organisation's or group of organisations' "National 
Clearing Volume" calculated across a specified statistical period across the three systems in which the organisation or group 
has its highest levels of clearing activity: see Article 1.3. 



(iv) Advisory councils are comprised of "interested non-clearers", being bodies corporate that 
issue payment instruments, process or switch payments messages or otherwise participate 
in payments transfers related to a particular clearing system. As stated above, there is a 
recommendation to replace the BECS (and APCS) Advisory Councils by mid 201 0 with 
expert panels and an annual stakeholder forum. Interested "non-clearers" will have an 
opportunity to contribute in these forums. 

(d) Management 

Committees of management are appointed by the respective clearing system members to oversee the 
operations of each clearing system. Broadly speaking, they are responsible for technical and 
efficiency standards, operating procedures and policies, supervision of observance of the clearing 
system rules, assessment of clearing volumes, dispute resolution, and approval of membership 
applications according to the rules. Management committee representation is not mandated by 
APCA's Constitution and may be altered by the clearing system membership at general meetings by 
alteration of the relevant clearing system regulations. 

2.4 The role of clearing systems 

(a) Payment services 

A payment is the transfer of a financial asset, of the kind generally used as a medium of exchange, 
from one person to another. Such assets are generally cash or obligations drawn on organisations 
which, in the normal course of their business, provide the means for their customers to transfer value 
to third parties. 

In Australia, banks, building societies, credit unions, issuers of charge-cards, travellers cheques and 
money orders and some card organisations provide the means for individuals and businesses to 
transfer value, one to another. In that sense they all provide payment services. While cash payments 
are still important in volume terms, non-cash means of making payments predominate in value terms 
and are increasingly replacing cash. 

The payments system is the institutional infrastructure which carries payment messages and transfers 
funds from one party's account to another party's account. It underpins commerce and is at the core 
of the financial system. 

A payments system comprises payment instruments and delivery mechanisms. A payment instrument 
is the form that a payment message takes (such as a cheque or debit card) and is the means by which 
one party transfers value to a third party. Such a message is typically a request by one party (such as 
the drawer of a cheque) to another party (the drawee of the cheque) to pay a certain sum to a third 
party (the payee). A delivery mechanism is the means by which payment messages are carried from 
one point within the payments system to another. 

Where both parties to a payment transaction maintain accounts with the same organisation, payment 
arrangements are relatively simple. The organisation debits the paying customer and credits the 
receiving customer. Where the parties to the payment instruction are customers of different 
organisations, a process, called "clearing and settling", is needed for both organisations to reflect the 
change in their customers' accounts and for value to pass between those organisations. 

(b) Clearing 

Clearing in Australia primarily falls under APCA's rules. Clearing is the cross-institutional exchange of 
individual payment messages for the purposes of obtaining settlement. It entails sorting, routing and 
exchanging payment instructions; verifying the integrity of the instructions and the accuracy of the 
sums involved; correcting the sums for errors and other adjustments and finally, determining net 
amounts which, once paid, will settle any resultant debt between the financial instituiions involved. 



(c) Settlement 

Settlement is the exchange of value between organisations providing payment services for the 
purpose of providing finality of payment for the obligations arising out of payments clearing. As a 
general rule, settlement between financial institutions for their obligations arising from domestic 
clearing of payment messages is effected through transfers of balances held by those institutions with 
the central bank of the country concerned. 

Settlement between financial institutions in Australia is achieved through transfers of their ESA 
balances held with the Reserve Bank of Australia. For transactions encompassed by BECS, 
settlement is deferred, taking place on the morning of the next business day. Deferred settlement 
systems carry the inherent risk of an institution paying away and then not receiving due settlement. 

Procedures in place to deal with a situation where an institution fails to settle are contained within 
APCA's applicable clearing system Regulations, which have been approved by the Reserve Bank 
under the Payment Systems and Netting Act 1998 (Cth) (and also under the Cheques Act 1959 (Cth) 
in relation to the Australian Paper Clearing System (APCS)). 

2.5 APCA's clearing systems 

(a) Bulk Electronic Clearing System 

BECS was established in December 1994 and has the role of managing the conduct of the exchange 
and settlement of bulk electronic low value transactions in similar fashion to that applying to paper- 
based payment instructions in the APCS. 

BECS currently covers direct entry payments. The direct entry system allows approved organisations 
to make arrangements with their financial institution to debit and 1 or credit large numbers of customer 
accounts on a regular basis. Organisations can be credit users in the system (making payments, or 
direct credits) or debit users (receiving payments, or direct debits). 

(b) Australian Paper Clearing System 

The APCS was established in December 1993. This system has the role of coordinating, managing 
and ensuring the implementation and operation of policies and procedures for the conduct and 
settlement of exchanges of paper-based payment instructions between its participating members. 

(c) Consumer Electronic Clearing System (CECS) 

CECS was established in December 2000 following a favourable determination issued by the 
Australian Competition and Consumer Commission (ACCC) in August 2000. CECS was subsequently 
reauthorised by the ACCC for a period of 5 years in November 2004. On 13 July 2009, APCA applied 
for revocation and substitution of the authorisations. The ACCC granted authorisation on 16 
December 2009 for 5 years, which will come into force on 6 January 2010 (if no application for review 
is made to the Australian Competition Tribunal). 

(d) High Value Clearing System (HVCS) 

HVCS was established in 1997 as part of the more general development of Real Time Gross 
Settlement in Australia. The mechanism for HVCS participating members exchanging payments with 
each other is the SWIFT Payment Delivery System (PDS). The SWIFT PDS uses SWIFT'S FIN-Copy 
product (configured in Y mode) to exchange payment messages between its participating members. 

(e) Australian Cash Distribution and Exchange System (ACDES) 

ACDES was established in December 2001 and governs the exchange and distribution of wholesale 
cash. It was established following the Reserve Bank's decision to transfer the ownership and 
management responsibility for notes and coins not in circulation to a number of banks. Prior to August 
2001, this cash had been owned and managed by the Reserve Bank and held in more than 80 
armoured carrier depots around Australia. 



ANNEXURE 3 - Market Definition 

In considering what may constitute the relevant market, it is important to analyse the parts of 
the economy in which BECS operates. 

At the narrowest level, BECS provides clearing regulatory infrastructure for the exchange and 
settlement of bulk direct entry electronic low value transactions. However, at a broader level, 
BECS is part of the architecture for the provision of payment services. 

The scope of the market for these payment services is determined by considering the degree 
of substitution between different services and products, and the level of competition between 
different payment instruments that rely on the existence of clearing infrastructure (depending 
on the features of different instruments which allow them to be more or less suitable for 
different types of transactions). 

Payments systems may be considered to span a number of related markets which may 
involve: 

consumers acquiring services supplied by financial institutions or other issuers; 

merchants acquiring payment services supplied by financial institutions or other 
acquirers; 

the supply of goods and services between merchants and consumers; and 

the payments platforms themselves (i.e. competition between platforms or 
instruments). 

In considering the broader market for payment systems underpinned by the relevant clearing 
systems, it is helpful to focus on particular reference points where it is feasible to use more 
than one instrument. As a general rule, merchants make decisions as to which payment 
instruments to accept, and the terms under which they are accepted, and the consumer 
chooses which instrument to use. Merchants' decisions will be influenced by a range of 
factors including: 

the turnover of the retail outlet; 

- the average value of transactions; 

whether the purchaser is present or the purchase conducted remotely; and 

location, including across countries. 

Many high turnover retail outlets typically accept a range of payment instruments (which may 
include cash, credit and debit cards, EFTPOS, the retailer's branded cards and occasionally 
personal cheques and prepaid cards). For large items or if the purchase is conducted 
remotely, the merchant may also provide online payment instruments. 

Accordingly, it appears that there is a much larger market for payment services than the 
market for the clearing and settlement of bulk direct entry electronic low value transactions 
instructions. However, APCA notes that in its June 2005 determination, the ACCC confined 
its assessment to the exchange and settlement of bulk low value transactions, and did not 
consider that it was necessary to determine the degree to which various payment instruments 
are substitutable for one another.' 

ACCC, Detemination in relation to Applications for Revocation and Substitution lodged by Australian Payments 
Clearing Association Limited in respect of the Bulk Electronic Clearing System, 22 June 2005, paragraph 8.2. 



ANNEXURE 4 - Public detriments 

The suspension and termination provisions, if invoked, have the effect of excluding the institution 
concerned from participating in and receiving services through BECS. Although this does not 
automatically exclude the institution concerned from the process of the exchange and settlement of 
bulk electronic low value transactions, continued participation would need to be done by bilateral 
arrangement with other participants outside of BECS. Because an excluded institution may have 
difficulty engaging other participants, exclusion from BECS may have an adverse impact on the 
institution concerned. 

However, these provisions are "last resort" sanctions and have not been used or specifically 
contemplated since APCA's establishment. The suspension and termination provisions in the BECS 
Regulations are currently authorised. 

APCA considers that the ACCC's conclusion in its June 2005 determination to allow APCA's 
application for revocation and substitution in relation to BECS is still appropriate. That is, although 
exclusion from BECS may have an adverse impact on the institution concerned as they may not be 
able to clear and settle paper payment instruments, the suspension and termination provisions do not 
place unreasonable requirements on members. Furthermore, to the extent that any anti-competitive 
detriment may arise in respect of a particular member, this anti-competitive detriment does not affect 
competition itself, given the number of competing providers of such services. 

In APCA's view, therefore, there are no likely public detriments. To the extent that a potential 
adverse impact upon a suspended or terminated member were considered to be a public detriment, it 
would be minimal and would be outweighed by the public benefit in confidence in BECS. 



ANNEXURE 1 

Parties to the Proposed Arrangement 

PARTIES OR POTENTIAL PARTIES TO CONTRACT ARRANGEMENT OR UNDERSTANDING 
CONSTITUTED BY THE BULK ELECTRONIC CLEARING SYSTEM (BECS) REGULATIONS 

MEMBERSHIP OF BECS 

10. 

11. 

12. 

13. 

Bank of Cyprus Australia Limited 

Bank of Queensland Limited 

Bank of Tokyo-Mitsubishi UFJ, Ltd (The) 

Bank of Western Australia Ltd 

Level 21, 459 Collins Street, Melbourne, VIC 3000 

Level 17,BOQ Centre, 259 Queen Street, Brisbane, QLD 4000 

Level 25,1 Macquarie Place, Sydney, NSW 2001 

Level 20, Bankwest Tower, 108 St Georges Terrace Perth, WA 6000 



23. 

24. 

25. 

26. 

27. 

28. 

29. 

30. 

31. 

The Hong Kong and Shanghai Banking Corporation Limited 
- Australian Branch 

HSBC Bank Australia Limited 

Hume Building Society Limited 

IMB Ltd 

Indue Ltd 

Industrial and Commercial Bank of China Limited 

ING Bank (Australia) Limited 

ING Bank NV (Sydney Branch) 

lnvestec Bank (Australia) Limited 

Level 10,580 George Street, Sydney NSW 2000 

Level 32, 580 George Street, Sydney, NSW 2000 

492 Olive Street, Albury, NSW 2640 

253-259 Crown Street, Wollongong, NSW 2500 

Level 3, 601 Coronation Drive, Toowon,g QLD 4066 

Level 1,220 George Street, Sydney, NSW 2000 

347 Kent Street, Sydney, NSW 2000 

Level 11,345 George Street, Sydney, NSW 2000 

Level 31,2 Chifley Tower, Chifley Square, Sydney NSW 2000 



6 . ,  

417 High Street, Maitland, NSW 2320 

Suite 1-3, 3 Zamia Street, Sunnybank, QLD 41 09 

Level 20, 459 Collins Street Melbourne VIC 3000 



Any other organisation which satisfies the eligibility criteria for participating membership of BECS as defined in the Regulations for BECS. 


