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Dear Dr Chadwick

AGREEMENTS TO REDUCEATM FEES INVERY REMOTE INDIGENOUS
COMMUNITIES

Thank you for the opportunity to comment on the application for authorisation that the ACCC has
recently received from the Australian Bankers' Association, on behalf of its members (A9r3rz).

The Reserve Bank is of the view that the proposed agreement, and its associated ATM fee

proposal, is an important part of the solution to help reduce the sizeable expenditure on ATM fees

in very remote Indigenous communities and is supportive of efforts made by the ATM industry in
respect of this issue. Our comments are provided in the attached submission.

Please feel free to contact me on 02 9551 87or should you wish to discuss this submission.

Yours sincerely

Darren Flood
Deputy Head

Encl
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SUBMISSION TO THE ACCC 

AGREEMENTS TO REDUCE ATM FEES IN VERY REMOTE INDIGENOUS 

COMMUNITIES 

 

This submission is in response to the ACCC’s letter of invitation, dated 31 May, to 

comment on the application made on 29 May by the Australian Bankers’ Association 

(ABA), on behalf of its members. The application seeks authorisation for a proposed 

Implementation Agreement, which will provide customers of participating issuers 

access to fee-free ATM transactions at certain ATMs operated by participating ATM 

deployers (ATM fee proposal).
1
  

Background  

The Reserve Bank’s Mandate 

The Payments System Board (the Board) of the Reserve Bank of Australia (the Bank) 

has responsibility under the Reserve Bank Act 1959 for determining the Bank’s 

payments system policy so as to best contribute to: controlling risk in the financial 

system; promoting the efficiency of the payments system; and promoting competition 

in the market for payment services, consistent with the overall stability of the financial 

system. Under the Payment Systems (Regulation) Act 1998, the Bank has specific 

powers to regulate payment systems in order to implement the Board’s policies. These 

powers include designating a payment system and setting standards and access 

regimes for designated systems.  

Reform to the ATM System 

On 3 March 2009, an industry-led package of reforms for the Australian ATM system 

came into effect (2009 ATM reforms). The key elements of the reform included: an 

objective and transparent industry Access Code; a move to direct charging by ATM 

owners; and the abolition of bilateral interchange fees paid by card issuers to ATM 

owners for the provision of ATM services. The aim of the reforms was to: 

 make the cost of cash withdrawals more transparent to cardholders and place 

downward pressure on the cost of ATM withdrawals 

 help ensure continued widespread availability of ATMs by creating incentives 

to deploy them in a wide variety of locations, providing consumers with choice 

and convenience 

                                                           
1  This submission is based on the ABA’s application for authorisation as presented on the Public Register. The 

Bank is not privy to the proposed Implementation Agreement as provided in Confidential Annexure A to the 

application.  
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 promote competition between financial institutions  

 make access less complicated for new entrants, and therefore strengthen 

competition.  

While the majority of the reforms were put in place by the industry, the Bank 

designated the ATM system and imposed some elements via an access regime relating 

to the system (Access Regime).
2
 The Access Regime eliminates the payment of 

interchange fees between participants in the ATM system, unless the interchange fee 

is being paid by:  

(i)  a participant with a one-way arrangement
3
 to access one, and only one, 

other participant’s ATMs and the fee is paid in respect of this arrangement; 

or 

(ii) a participant that is a member of an ATM sub-network
4
 and the fee is the 

common interchange fee payable between the members of the sub-network, 

and the fee is paid to another member of that sub-network.  

In the case of the first exception, the Access Regime prevents an issuer from putting in 

place more than a single one-way arrangement and from being both a payer and a 

receiver of interchange fees under one-way arrangements. 

Following the elimination of most interchange fees, ATM owners receive payment for 

the services they provide by applying a direct charge to the cardholder for ATM 

withdrawals and balance enquiries where the ATM is not owned by the financial 

institution that issued the card (a ‘foreign’ ATM transaction). In general this has 

resulted in cardholders paying a fee to the ATM owner, rather than a fee to their own 

financial institution, for each foreign ATM transaction. 

The joint Treasury/Reserve Bank ATM Taskforce 

In December 2010, the Treasury and the Bank formed a joint ATM taskforce (the 

Taskforce) ‘to monitor and enhance ATM competition reforms’. As part of its 

mandate, the Taskforce prepared a report on Indigenous ATM issues. The report 

found that a typical cardholder living in a very remote Indigenous community spends 

much more on ATM transactions than other Australians. This reflects a lack of 

alternatives to paying a direct charge to make a balance enquiry or access cash at an 

                                                           
2  http://www.rba.gov.au/media-releases/2009/pdf/mr-09-03-gn-atm-access-regime.pdf. For discussion of the 

Bank’s decision regarding the imposition of the Access Regime, see: http://www.rba.gov.au/payments-

system/reforms/atm/access-regime/atm-access-0209.pdf. 

3  A one-way arrangement is an access arrangement whereby an ATM issuer pays a fee to an ATM owner so 

that its cardholders can access that network without paying a direct charge.   

4  A sub-network links together ATMs of a large number of institutions so that they can provide their 

customers with access to a larger network of ATMs. 

http://www.rba.gov.au/media-releases/2009/pdf/mr-09-03-gn-atm-access-regime.pdf
http://www.rba.gov.au/payments-system/reforms/atm/access-regime/atm-access-0209.pdf
http://www.rba.gov.au/payments-system/reforms/atm/access-regime/atm-access-0209.pdf


 

 3 

ATM – cardholders typically only have access to one independently owned ATM, 

meaning they always face a charge for using ATM services.
5
 

The issues  

The ABA, on behalf of its members, is seeking authorisation to implement an 

agreement between card issuers and ATM owners that would provide customers 

within identified very remote Indigenous communities with access to fee-free ATM 

transactions. This ATM fee proposal would enable ATM owners to charge the 

customer’s issuing bank a fee instead of directly charging the customer. The Bank 

believes that the Implementation Agreement is an important initiative to address the 

disproportionately high expenditure on ATMs by residents of very remote Indigenous 

communities. This high expenditure results from circumstances that are specific to 

these communities; therefore, the solution proposed should not be considered as a 

broader precedent. 

In considering the proposed Implementation Agreement and the ATM fee proposal, 

four key factors need to be taken into account with regard to ATM services in very 

remote Indigenous communities: cost; transparency of charges; availability; and 

competition.  

These four factors are discussed in turn below. 

(i) The effect on the cost of ATM services in remote Indigenous communities. 

The Taskforce observed that customers in very remote Indigenous communities tend 

to incur significant ATM usage fees. As mentioned above, higher fees mostly reflect a 

lack of alternatives to paying a direct charge at an ATM, but the Taskforce also found 

that: 

 residents in very remote Indigenous communities are more reliant on ATMs than 

other Australians 

 although there is no evidence of excessive direct charges, residents do not have 

access to fee-free ATM services  

 residents make frequent balance enquiries, which relates to a lack of infrastructure 

to provide alternative means to check account balances and to low financial 

literacy, as well as specific cultural issues  

 residents make frequent small cash withdrawals, reflecting a combination of  

cultural issues and food storage issues, which mean that they make more frequent 

and smaller shopping trips. In addition, if cash is in short supply then relatively low 

                                                           
5  http://archive.treasury.gov.au/banking/content/reports/atm_indigenous/downloads/atm_indigenous.pdf. 

http://archive.treasury.gov.au/banking/content/reports/atm_indigenous/downloads/atm_indigenous.pdf
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withdrawal limits are typically applied at ATMs and other cash withdrawal 

facilities.  

As a result of these factors, ATM usage fees disproportionately affect residents of 

very remote Indigenous communities. The Bank agrees that reducing the sizeable 

expenditure on ATM fees by residents of these communities is desirable. A scheme to 

do so, however, needs to be designed in a way that ensures that it remains viable for 

ATM owners to deploy ATMs in very remote Indigenous communities. Indeed, if 

ATM owners stopped deploying ATMs in these communities, the difficulties and 

therefore costs of accessing financial services for residents would increase; for 

example, through higher travel costs.  

In this regard, the Taskforce noted that it may be unreasonable to expect independent 

ATM owners – the main providers of ATMs in very remote Indigenous communities 

– to bear the full burden of any reduction in ATM fees. Therefore, an arrangement 

where ADIs (as card issuers) are able to subsidise the cost of providing ATM services 

in these communities, such as the ATM fee proposal, is one way to reduce the cost of 

accessing ATM services, while still ensuring that deployment of ATMs remains 

viable.   

(ii) The effect of the transparency of ATM charges in remote Indigenous communities  

One aim of the 2009 ATM reforms was to increase transparency by applying fees 

upfront at the ATM, rather than notifying the cardholder later on their account 

statement. Abolishing direct charges by ATM owners to residents in very remote 

Indigenous communities is not contrary to this intent because cardholders in these 

communities will not face a fee for ATM transactions. The Bank notes, though, that it 

would be against the spirit of the proposed Implementation Agreement and the 

2009 ATM reforms if ADIs sought to recover their costs from cardholders in these 

communities by some other means, such that a transparent fee is substituted with less-

transparent ones (e.g. increased account-keeping fees or foreign ATM fees). 

(iii) The effect on the deployment of ATMs in very remote Indigenous communities 

Given the Taskforce’s finding that residents in very remote Indigenous communities 

have limited points of access to financial services, the Bank considers it important that 

there be no unnecessary barriers to the continued deployment and maintenance of 

ATMs in these communities. At this stage, it would appear that the proposed 

Implementation Agreement is not inconsistent with the objective of deployment and 

maintenance of these ATMs for two reasons. First, the proposed Implementation 

Agreement is the result of negotiation between issuing ADIs and the independent 

ATM deployers with the objective to obtain participation in the agreement by both 
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parties. Second, the proposed Implementation Agreement contains a review 

mechanism for the express purpose of ensuring that the agreement continues to meet 

its objectives and addresses the identified problem of sizeable expenditure on ATM 

fees by residents of very remote Indigenous communities.  

(iv) The effect on competition in the provision of ATM services in very remote 

Indigenous communities 

Another aim of the 2009 ATM reforms was to strengthen competition in the ATM 

industry. The Bank does not view the ATM fee proposal by the ABA as limiting 

competition in either the market for ATMs or other retail payment systems more 

generally. As noted in the application for authorisation, the proposal relates to ATMs 

in very remote Indigenous communities where there is no alternative retail banking 

service. Given the cost of deploying ATMs in very remote locations, it is unlikely that 

these communities would be able to support more than one ATM. In addition, the 

proposal is limited in scope, allowing for up to 85 ATMs to be part of the proposal. 

The ATM Fee Proposal and the Bank’s ATM Access Regime 

It should be noted that separate to seeking authorisation from the ACCC, the ATM fee 

proposal may be counter to the interchange fee provisions in the ATM Access 

Regime. While the Bank has the power to grant exemptions to some arrangements that 

may be counter to the Access Regime, that power does not currently extend to 

agreements where a participant in a one-way arrangement may be both a payer and 

receiver of interchange fees; the ATM fee proposal may be viewed as being counter to 

this provision. 

The Bank is currently undertaking public consultation on varying the Access Regime, 

in order to widen its powers to grant exemptions to participants in the ATM system 

from its prohibition on both receiving and paying an interchange fee. The variation 

will, if implemented, provide the Bank with the flexibility to grant exemptions to 

facilitate an ATM fee proposal for very remote Indigenous communities, if required. 

Further details of the consultation on the ATM Access Regime can be found on the 

Bank’s website.
6
  

Summary 

The Bank is of the view that the proposed Implementation Agreement, and its 

associated ATM fee proposal, is an important part of the solution to help reduce 

disproportionate expenditure on ATM fees in very remote Indigenous communities. 

This expenditure is the result of specific circumstances particularly related to the 
                                                           
6  http://www.rba.gov.au/publications/consultations/201205-acc-reg-atm-sys-cons-doc/pdf/201205-acc-reg-

atm-sysm-cons-doc.pdf. 

http://www.rba.gov.au/publications/consultations/201205-acc-reg-atm-sys-cons-doc/pdf/201205-acc-reg-atm-sysm-cons-doc.pdf
http://www.rba.gov.au/publications/consultations/201205-acc-reg-atm-sys-cons-doc/pdf/201205-acc-reg-atm-sysm-cons-doc.pdf
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remoteness of these communities, as well as cultural and infrastructure-related issues. 

In light of these circumstances, a solution that is likely to have a positive direct and 

immediate effect on residents of those communities – such as the ATM fee proposal to 

reduce ATM fees to zero – is warranted.   

In addition, at this stage, the Bank is not aware of any reasons suggesting that the 

proposed Implementation Agreement and ATM fee proposal are inconsistent with the 

intent of the 2009 ATM reforms; namely, to increase transparency in ATM fees to 

cardholders and to strengthen competition in the ATM industry. Indeed, the proposed 

Implementation Agreement and ATM fee proposal have been encouraged by the joint 

Treasury/Reserve Bank ATM Taskforce as a result of extensive analysis of the 

provision, cost and usage of ATM services in very remote Indigenous communities, as 

well as the costs, revenues and profits for selected independent ATMs in these 

communities, as compared with similar types in urban settings. The Taskforce also 

considered existing programs in place that are relevant to the high direct ATM fee 

burden.  

Finally, it is the view of the Bank, at this stage, that the Implementation Agreement 

and associated ATM fee proposal for which the ABA is seeking authorisation does not 

appear to pose any issues in relation to efficiency and competition in the payments 

system. Based on the description in the ABA’s submission, there appear to be review 

mechanisms relating to the proposed Implementation Agreement and the ATM fee 

proposal to ensure that the ATM fee proposal is monitored with regard to achieving its 

desired objective – helping to reduce the sizeable expenditure on ATM fees by 

residents of very remote Indigenous communities.  

 

Reserve Bank of Australia  

Sydney  

 

26 June 2012 


