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Dear Mr Leuner 

A.P. Eagers' proposed acquisition of Automotive Holdings Group - submission 
in response to ACCC request for interested party submissions 
(Ref: MA1000018) 

Hyundai Motor Company Australia Pty Limited (HMCA) welcomes the opportunity to 
make a submission to the Australian Competition and Consumer Commission (ACCC) 
in relation to the application for authorisation of the proposed merger between A.P 
Eagers Limited (AP Eagers) and Automotive Holdings Group Limited (AHG) 
(Merger). 

Background 

HMCA imports Hyundai vehicles, parts and accessories into Australia and sells them to 
a network of dealers, comprising 173 franchised dealerships (Authorised Hyundai 
Dealer Network). The Authorised Hyundai Dealer Network also provides vital 
aftersales servicing, maintenance and warranty repairs to customers. 

To assist with its investigation, HMCA has provided responses to the ACCC's letter 
requesting market feedback, dated 1 May 2019. These responses are contained in 
Annexure A to this submission. 

Possible grounds for objection to the Merger 

1. Executive summary 

The Merger has the potential to reduce competition in various markets across 
Australia including within the Authorised Hyundai Dealer Network, markets for the 
supply of vehicles and aftersales service, maintenance and warranty repairs, and 
upstream markets for the supply of critical commercial property sites for dealers. The 
Merger will result in a significant buyer and retailer of new vehicles, with the merged 
firm being much larger than the average dealer group in Australia, as well as its 
nearest competitors. 

The table below sets out a summary of HMCA's observations on the potential impact 
of the Merger. 

Hyundai Motor Company 
Australia Pty Ltd 

Cnr of 394 Lane Cove Road 
and Hyundai Drive 
Macquarie Park NSW 2113 

T +61 (0)2 8873 6000 
F +61 (0)2 8873 6360 
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HMCA's kev observations Detail 
Concentration of land / 
commercial property 
holdings necessary for 
dealership sites. 

The merged firm will own or control strategically 
placed land and property and may be in a position 
to foreclose competition in key geographic 
locations. 

Reduced competition for 
new vehicle supply and 
aftersales services at the 
dealership level. 

The Merger may reduce competition in markets for 
the retail supply of new vehicles as well as after 
sales service, maintenance and warranty repair 
markets. In respect of the supply of new vehicles, 
the merger may have the effect of: 

• forcing small dealers out of the market; 
• giving the merged firm the power to dictate 

terms to manufacturers; 
• inhibiting the ability of manufacturers to 

drive competition in their dealer networks; 
and 

• reducinq the possibility of new entry. 
Market definition and 
market shares. 

The approach taken by AP Eagers, in its 
application for merger authorisation (Merger 
Authorisation Application), to certain market 
definitions may understate market shares in 
certain key regions. In relation to the product 
market definition, the degree to which new and 
used vehicles are considered substitutable is 
limited. In respect of the geographic market, the 
ACCC may wish to consider more narrowly defined 
markets, for example in areas such as the Hunter/ 
Newcastle region. 

Productive efficiencies and 
benefits to AHG 
shareholders should be 
given less weight in the 
public benefits assessment. 

The public benefits envisaged in the Merger 
Authorisation Application should be given less 
weight in the public benefits assessment as they 
may not be benefits which flow on to consumers 
and the broader community. 

Public detriments in 
regional Australia. 

There is a risk that the merged firm could use its 
size, scale benefits and market power to target 
other dealers with a view to reducing the number 
of independent dealers in Australia. This could 
have a serious effect in regional Australia. 

2. Concentration of land / commercial property holdings necessary for 
dealership sites 

Access to appropriate and strategically positioned land and property for dealership 
sites is key to the success of a dealer's business. Pre-existing property that is "fit for 
purpose" is necessary because a greenfield development for automotive property is 
prohibitively expensive. HMCA estimates that a greenfield development could cost up 
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to around -depending on the location and facilities which, for an 
independent dealer, would be unattainable. 

Generally, dealers access land through the following means: 

• The dealer entity owns the land or has a mortgage. In the case of a mortgage, 
the dealer pays the mortgage off out of profits from the business or in the case 
where a dealer owns the land outright, profit is inflated as no mortgage 
payment is incurred. 

• A third party entity owns or has a mortgage over land / property and charges 
the dealer rent. In many cases, this is a related company with the same 
owner/s as the dealership entity. 

If a small dealer is paying a mortgage off, or is subject to exploitative rentals, then 
that dealer will struggle to remain profitable, and their ability to engage in price 
competition for the sale of vehicles will be limited. A dealer is likely to pay a rental, or 
mortgage interest, of about 11.8% of total gross profit.1 

Corporate dealers, such as AP Eagers and AHG, have an advantage when it comes to 
accessing land, as their size and scale allows them to negotiate favourable terms for 
land ownership or to lease land. The merged firm's scale advantages in this respect 
would be unmatched by any other dealer in the market. 

AP Eagers has significant property assets supporting its dealership network (valued at 
approximately $331.7 million).2 These properties are positioned primarily in high 
profile main road locations in Brisbane, Sydney, Melbourne, Adelaide and Newcastle. 
AP Eagers also holds 10 year leases over key dealership property in Tasmania (Burnie, 
Devenport, Launceston, Invermay, Derwent Park, Hobart and Glenorchy).3 Should the 
Merger proceed, AP Eagers will retain control of a substantial portion of its property 
portfolio4• 

Investment in property is important to AP Eagers' business model and is listed as one 
of its principal business activities in the AP Eagers Bidder's Statement: 

1https://www.eprofitfocus.com/media/1517/motor industry services benchmark au2019.pdf. 
2 AP Eagers' 2018 Annual Report at page 12. 
3 https: //www.afr.com/rea I-estate/ com merci a I/development/portfolio-of-seven-a p-eag er-car 
d ea lersh ip-sites-hits-the-market-i n-tasman ia-20190304-h 1 byic and https: //www .afr.com/real 
estate/ commercial/a p-eagers-ca r-dea lershi p-portfol io-rakes-in- 30 m-for-ma rcus-bi rrell- 
20190404-p51 at3. 
4 AP Eagers is currently progressing a possible sale, or sale and leaseback, of the Newstead 
property portfolio (see page 23 of the Bidders Statement). This land is located in the inner city 
of Brisbane and is more likely to be used to build residential towers than car dealerships. 
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"AP Eagers' principal activities consist of the selling of new and used motor vehicles, 
distribution and sale of parts, accessories and car care products, repair and servicing 
of vehicles, provision of extended warranties, facilitation of finance and leasing in 
respect of motor vehicles, and the ownership of property and investments. "5 

As far as HMCA is aware, AHG does not own property but holds commercial leases for 
a number of properties in key areas such as John McGrath, Liverpool and Sutherland 
motor strips, and in Newcastle. Whilst not being an owner of property, the commercial 
leases held by AHG are important to its business and AP Eagers has recently 
commented that AHG's property portfolio underwrites its financial position.6 AHG will 
also likely have considerable influence on who can access the properties leased by it. 

The merged firm could be in a position to use its considerable property portfolio to 
foreclose on competition in retail vehicle supply markets including in at least the 
following two ways: 

• The merged firm would have the ability and incentive to prevent new 
independent dealers entering key geographic markets by refusing to lease 
property or land to them, or by tying up property in key markets with long-term 
leases, which can be renewed in perpetuity (Newcastle, Tasmania and Adelaide 
are examples of markets where the merged firm would have the ability and 
incentive to foreclose competition). 

• The merged firm could force competitor dealers out of key markets by refusing 
to renew leases for existing dealer sites, in favour of the merged firm's own 
dealer network. This could also result in manufacturers being forced out of key 
geographic markets (for example, in Newcastle, Tasmania and Adelaide). 

Small independent dealers trying to set up a dealership may be foreclosed from entry 
as a result of the merged firm owning all suitable and strategically positioned 
premises. A manufacturer may then be forced to award a franchise to the merged firm 
even though there may be more suitable candidates in the market. 

5 Bidders Statement - See section 4.3 of page 29. 
6 "AP Eagers-AHG tie-up raises questions over its property portfolio", The Australian, 10 May 
2019. 
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HMCA is not able to provide detailed analysis of the upstream market for the supply of 
commercial automotive property for dealerships and the effect that the Merger will 
have on this market. There is limited publically available information on markets 
associated with the supply of automotive property and HMCA has limited visibility of 
this market. However, the ACCC may wish to consider this upstream market in its 
assessment as the perceived concentration could have an enduring negative impact 
on the ability of independent dealers to supply vehicles. This will in turn have 
detrimental effects on the ability of manufacturers to supply their brands to 
consumers. 

The upstream market for commercial automotive property supply is constrained to 
narrow geographic regions (possibly as narrow as arterial routes in major cities). As 
such, it is possible that the Merger could result in a substantial lessening of 
competition in a number of localised markets across Australia. HMCA would ask that 
the ACCC scrutinise the Newcastle, and to a lesser extent Tasmania and Adelaide 
markets in particular. 

3. Reduced competition for new vehicle supply and aftersales services 
at the dealership level 

Manufacturers and the ACCC have a common goal of ensuring a competitive retail 
market for the supply of vehicles and aftersales services. Fierce competition between 
corporate dealer groups creates efficiencies and synergies by compelling dealers to 
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implement systems, train employees and generally improve the effectiveness of the 
workforce to the benefit of consumers and the industry as a whole. 

Robust competition within the Authorised Hyundai Dealer Network is important to 
HMCA and to Hyundai customers. When dealer networks operate competitively, they 
drive sales for manufacturers and keep prices and quality in check for consumers. 

The Merger could reduce competition in markets for retail supply of new vehicles as 
well as after sales service, maintenance and warranty repair markets, as discussed 
below. 

a. Retail supply of new vehicles 
I 

(i) Forcing small dealers out of the market 

The Merger will create a significant buyer of new vehicles at the dealership level. The 
merged firm will have the ability and incentive to use its advantages of scale to force 
small independent dealers out of business. The CEO of AP Eagers, Martin Ward, 
foreshadows this intent in his statement that "the industry is going through change 
and we believe the scale players are best placed to manage those changes that are on 
us and will be coming."8 

With disruptive forces on the horizon for the dealership model in Australia (such as 
electric vehicles and mobility as a service (Maas)),9 profitability will become a 
challenge for independent dealers. Having a single large dealer group could result in 
smaller dealers being marginalised and even forced out of the market as small dealers 
are less able to invest in large-scale infrastructure to compete with the large dealer 
groups. Regional areas in Australia with local independent dealers are particularly 
vulnerable, as the merged firm could sell into regional markets (including through the 
internet) where it does not have dealer representation and thus force existing regional 
dealers out of the market. 

An example is the Newcastle/ Hunter region, where the merged firm would own 
almost all dealers. The merged firm may choose to undercut small dealers on price, 
in order to force them out of the Newcastle market. Whilst the competitive dynamics 
of markets in Sydney and the Central Coast may offer a degree of competitive 
constraint, from the perspective of a Novocastrian customer this limited constraint will 

8 "Bigger is better: AP Eagers and AHG in 1.8b merger" Australian Financial Review, 6 April 
2019. 
9 For a detailed definition of Maas, please see: http://maasaustralia.com/. 
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not shield small independent dealers from being undercut on price."? Once competition 
is eliminated from a market such as Newcastle, the merged firm could act almost 
unconstrained. 

{ii) The merged firm would have the power to dictate terms to 
manufacturers 

The Merger may create an imbalance of bargaining power which would enable the 
merged firm to dictate to manufacturers the terms of new vehicle supply in Australia. 

The merged firm could have an enhanced ability and incentive to treat its dealership 
network as a single firm, thereby giving it an unfair advantage in negotiating terms 
with manufacturers. 

The merged firm will have a nationwide presence and access to 95% of all vehicle 
brands in Australia. This means that the merged firm, with the help of online sales, 
will be able to sell any brand in any market it chooses. Manufacturers may not have 
sufficient countervailing power to stop AP Eagers "cherry picking" the brands it wants 
to sell and thereby excluding manufacturers from key markets. With access to almost 
all vehicle brands and all geographic markets, the merged firm could dictate the terms 
of consumer choice and competition. 

10 HMCA considers the degree to which new vehicle sales markets in Sydney, Newcastle, 
Hunter and the Central Coast can be considered to competitively constrain one another in 4 
below. 
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(iii) Concentration at the dealership level could inhibit a manufacturer's 
ability to drive competition in dealer networks 

Effect of the Merger on competition 

Should the Merger proceed, the merged firm will be substantially larger than the 
average dealer group in Australia. This scale places the merged firm in a unique 
position where its dealerships could coordinate their activities (by acting as a single 
entity) to a greater degree than they would have without the Merger. Manufacturers 
can only ensure competition between dealers because of the fragmented nature of the 
network. With 11.9%11 share ot the market on a national basis, and higher shares in 1 

narrower geographic areas (as.discussed at 4 below), the merged firm's market 
position can protect its dealers from competition. 

The scale benefits which the merged firm may possess could also influence the ability 
of the National Hyundai Dealer Council (NHDC) to represent the interests of all 
member dealers. The merged firm would have significant representation on the board 
of the NHDC. 

To put the level of concentration this Merger will deliver into perspective, HMCA refers 
to the ACCC's 2017 report into the New Car Retailing Sector (Report). In the Report, 
the ACCC found that " ... ownership of authorised dealers was fragmented, with the 
four largest firms (owning multiple dealerships) accounting for around 15 per cent of 
new car sales. The remaining 85 per cent is shared amongst a range of dealership 
types including many smaller businesses operating single dealerships selling one 
brand of car."12 The Merger would drastically alter the market landscape considered by 
the ACCC in 2017 (just two years ago). Instead of having ownership concentrated to 
four firms, as was the case in 2017, the Merger will see one firm having 11.9% share 
of new vehicle sales on a national basis. 

The concentration caused by the Merger has the potential to erode the ability of 
manufacturers to drive competition between the dealerships of the merged firm, by 
using existing incentive and KPI schemes. This may have a direct impact on dealer 
performance and the ability of manufacturers to negotiate with the merged firm. 

• Dealer performance. If there were two large corporate dealers in the market 
(i.e. the status quo), a manufacturer would have options if it wanted to 
terminate a poor performing dealer as it could replace them with a dealer from 

11 This market share may not be an accurate representation of the state of competition for new 
vehicle retailing. As discussed below, markets for new vehicle retailing should be considered as 
local markets 
12 Page 35. 
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either AP Eagers or AHG. However, with the Merger manufacturers would have 
little option other than to remain with the incumbent underperforming dealer. 
The Merger could result in reduced competitive pressure on incumbents and 
fewer potential independent replacement operators. This could have a direct 
impact on dealer performance over time. 

• Ability to negotiate with the merged firm. The merged firm may have the 
ability and incentive to dictate terms to manufacturers due to its significant 
share of the market for new vehicles (11.9% on a national basis and even 
higher shares in particular geographic areas) compared to negligible shares 
held by other dealerships (the next largest dealer group, being - would 
have a share of approximately- .13 

A manufacturer's ability to deal with reduced competition 

A manufacturers' ability to deal with reduced competition in its dealer network is 
limited. A manufacturer has two avenues open to it: 

• The manufacturer may choose to sponsor or encourage entry from independent 
dealerships. However, the Merger has the potential to constrain a 
manufacturers' ability to achieve this due to the lack of availability of 
commercial property/ land for dealership sites (discussed above at 2). The 
merged firm may not have any incentive to lease this property to new entrants. 

• The manufacturer can terminate or choose not to renew dealer contracts with 
individual dealers under certain circumstances. However, in doing so, the 
manufacturer runs the risk of losing a key location for the sale and servicing / 
warranty repairs of vehicles as the merged firm may decide to sell another 
brand of vehicle at the site. 

State of competition without the merger 

There is a high level of competition between AHG and AP Eagers in respect of 
operational excellence, access to talent, access to markets and brand representation. 

(iv) The Merger reduces the possibility of new entry at the dealership level 

It is unrealistic to think that another dealer group will be able to grow in size to 
compete with the merged firm because: 

• there is little incentive to invest in dealers due to the limited return - 
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• the cost of setting up a dealership in metropolitan areas is too significant for a 
young entrepreneur; 

• there is limited access to funding. There are very few wholesale providers of 
bailment financing in the market apart from the manufacturer-owned finance 
companies such as Toyota Finance and VW Finance etc. There are only a few non 
manufacturer aligned financiers; 

• there is a scarcity of strategically positioned land and property for dealership sites 
and it is difficult to access land and property on commercially feasible terms; and 

• 'the creation of a single large dealer group, which is disproportionately large to the 
'rest of the market, may in and of itself disincentivise new entrants as they will lack 
the scale to compete. 

b. Aftersales service, maintenance and warranty repair markets 

Ongoing aftersales support such as servicing and warranty repairs is constrained to 
local geographic locations as the vehicle needs to be physically presented to a 
mechanic. Accordingly, the following statement in the Merger Authorisation 
Application is not correct: " ... the market for the supply of servicing and repair 
services is broadly national or State-based and cannot be confined to narrow 
population centres".14 The geographic market for aftersales services and warranty 
~cal. HMCA estimates that customers prefer not to travel more than about 
-for their aftersales vehicle service requirements. 

Aftersales services within a close radius to a customer's home is an important 
consideration in the purchase of a vehicle. The Merger may lead to an increased 
concentration in aftersales markets, which would leave customers with limited 
competition for aftersales support services within their local area. The transaction and 
time costs associated with servicing a vehicle outside of local areas is likely to be 
unsustainable and will have flow on effects to the ongoing purchase of a 
manufacturer's brand going forward. In some areas, customers will not be able to 
source competitive aftersales services, resulting in customers having no choice but to 
be price takers. This is particularly true for regional Australia, in areas such as the 
Newcastle/ Hunter region, where the merged firm would own almost all dealers. 
Concentration in aftersales service markets ma also lead to reduced service levels 

If the merged firm uses online sales to penetrate regional markets where it has no 

14 Merger Authorisation Application, page 76. 
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dealer representation, the local dealers in that area may not be inclined to provide 
customers with warranty repair services for the vehicles purchased online through the 
merged firm. Local dealers may be aggrieved that customers did not purchase the 
vehicle through them and could refuse to provide warranty repair services. The 
dealers can achieve this by setting their workshop schedule so that retail maintenance 
and repair work takes precedent over warranty repair services. 

Dealers are not incentivised to provide warranty services, as these services are 
generally less profitable than other maintenance services. There is currently an 
undersupply of technicians in Australia and dealers therefore choose to assign 
technicians to the most profitable work, being standard scheduled servicing. While 
HMCA and other manufacturers can influence dealers to an extent, practically it is 
difficult to force a dealer to provide warranty repair services to a customer. Dealers 
operate as independent businesses and can (and do) choose the customers to whom 
they provide warranty services. 

4. Market definition and market shares 

The approach taken in the Merger Authorisation Application to certain market 
definitions may not accurately reflect the bounds of competition and as a result may 
understate market shares in certain key regions. 

a. Product market 

The statement that "Used vehicles compete with and constrain the sale of new 
vehicles and are therefore part of the same market"15 overstates the competitive 
constraint which used vehicles place on new vehicles (and vice versa). There is a limit 
to which new and used vehicles can be considered substitutable, due to the different 
supply and demand characteristics of the two products. 

• The route to market for new and used vehicles is different. Used vehicles are 
supplied to the market through trade-ins or private sales whereas new cars are 
acquired by dealers from a manufacturer. This creates a cost differential 
between new and used vehicles. 

• New vehicles often include value added services such as additional warranties 
and maintenance/ service plans which are important distinguishing features 
between new and used vehicles, in the mind of a customer. 

• The age of a vehicle and the unique specifications of the vehicle determine a 
customer's purchasing behaviour. Customers are less likely to want to switch to 

15 Merger Authorisation Application, page 26. 
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older model vehicles, in certain instances. For example, a 2018 Hyundai Tucson 
and a 2016 Hyundai Tucson may be considered substitutable by a customer, 
because the design specifications of the Tucson did not change between 2016 
and 2018. However, a 2018 Hyundai i30 would not be substitutable with a 2016 
Hyundai i30 given the significant difference in the two products, which 
translates into a significant variance in the price of the two vehicles. This price 
differential based on the age of the vehicle is illustrated in the table below: 

Hyundai model and Price 16 
year 
2018 Hyundai PD i30 $25,990 - based on 30,663 cars listed for sale in the 
(new) last 6 months 
2016 Hyundai GD i30 $16,840 - based on 427 cars listed for sale in the last 

6 months 
2012 Hyundai GD i30 $10,990 - based on 422 cars listed for sale in the last 

6 months 
• Customer demand trends point to a fundamental desire for a pristine new 

vehicle. The peace of mind a new vehicle provides is a powerful and unique 
demand-side characteristic. 

The ACCC has previously recognised the distinction between markets for new and 
used vehicle retailing in its consideration of the merger between AP Eagers and Frost 
Ford (AP Eagers/Frost Ford Merger).17 

b. Geographic markets 

The geographic markets for the retail supply of new vehicles may be more narrowly 
defined than that put forward in the Merger Authorisation Application (i.e. Sydney; 
Melbourne; Brisbane; Newcastle/Hunter/Central Coast; Newcastle/Hunter/Central 
Coast/Sydney). 

In particular, the merged firm will own almost all dealers in the Newcastle and Hunter 
region, which would have a significant impact on competition in this region. Conflating 
markets in the Newcastle region with surrounding geographic markets (Central Coast, 
Hunter and Sydney) would seem to diminish the effects of the Merger on the 
Newcastle and Hunter regions. 

The factors which point to a narrow geographic market definition for new vehicle 
supply are discussed below. 

16 Prices obtained from carsguide: https://www.carsquide.eom.au/hyundai/i30/price/2018 
17 https: //www .acce.gov .au/pu blic-reqisters/merqers-reqisters/public-informal-merqer 
reviews/a p-eaqers-I im ited-acqu i siti on-of-frost-ford 
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• For the retail supply of new vehicles, HMCA uses-travel time as a 
benchmark for the customer catchment areas in metropolitan regions. This 
therefore excludes single geographic markets in: 

o Newcastle/ Hunter: travel time from Newcastle to Pokolbin in the Hunter 
is approximately 1 hour. 

o Newcastle/ Central Cost: travel time from Newcastle to Tuggerah is 
approximately 1 hour and 20 minutes. 

o Central Coast/ Sydney: travel time from Tuggerah to Sydney is 
approximately 1 hour and 30 minutes. 

• Customers often prefer to buy vehicles in their local markets to maintain the 
servicing relationship with their local dealership. 

• Regional markets have high PMA18 retention, which demonstrates that 
customers prefer to shop for new vehicles in local markets. 

As mentioned at 3.b, ongoing aftersales support such as servicing, maintenance and 
warranty repairs is constrained to local geographic locations as the vehicle needs to be 
physically presented to a mechanic. HMCA estimates that customers would not want 
to travel more than about-for their aftersales vehicle service requirements. 
Therefore, there will be local aftersales service markets that could be limited to local 
population groups. 

The ACCC considered local markets for vehicle retailing and vehicle servicing in 
Darwin in its consideration of the AP Eagers/ Frost Ford Merger. 

S. Productive efficiencies and benefits to AHG shareholders should be 
given less weight in the public benefits assessment 

In the Merger Authorisation Application, AP Eagers claims that the Merger will lead to 
productive efficiencies and benefits to AHG shareholders. HMCA is not in a position to 
dispute that these benefits may arise from the Merger, but HMCA would point out that 
these benefits, if they exist, should be given less weight by the ACCC when 
conducting its public benefits assessment. These are not benefits that will flow 

18 Primary Market Area. Dealers cannot market their products/services in another dealer's 
PMA. 
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through to consumers or the broader community, but are more likely to be retained 
by the merged firm. 

The productive efficiencies claimed in the Merger Authorisation Application come from 
corporate synergies that drive cost savings. AP Eagers alleges that these cost savings 
ultimately result in better outcomes for customers. It is not likely that cost savings 
from the Merger will result in better outcomes for customers, as the merged firm will 
not face competition from any dealer with similar size and scale advantages to it. 

The benefits to AHG shareholders should also not receive much weight, as these 
benefits will not flow through to the broader community. 1 

6. 'Public detriments for regional Australia 

There is a risk that the merged firm could use its size and scale benefits to target 
other dealers with a view to reducing the number of independent dealers in Australia. 

This could have a serious effect in regional Australia, where the merged firm could 
force independent dealerships out of the market, particularly through the use of online 
sales to sell vehicles outside of markets where the merged firm has dealer 
representation. The loss of independent dealers would reduce the availability of 
aftersales services, for which there may be no alternative options for customers to 
switch to, as aftersales services markets are geographically constrained. The loss of 
profits could be exacerbated with the advent of electric vehicles, which will require 
less service and maintenance. This may negatively affect customers and 
manufacturers would have limited power to address this. 

Conclusion 

The Merger will result in a significant change to the market landscape for vehicle sales 
in Australia. The observations raised above have the potential to negatively affect 
competition and HMCA therefore asks that the ACCC consider the factors outlined in 
this submission when making its decision. 
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Please do not hesitate to contact me if you require further information. 

Yours faithfully 

Jungwook (JW) Lee 
Chief Executive Officer 
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ANNEXURE A 

1. Please provide a brief description of your business or organisation and 
the reasons for your interest in the proposed acquisition. 

HMCA is a wholly owned subsidiary of Hyundai Motor Company, the manufacturer of 
Hyundai vehicles. AP Eagers and AHG own retail dealerships that sell Hyundai vehicles 
in Australia under a franchise agreement. 

The Merger may adversely affect the automotive supply chain in Australia. For HMCA 
in particular, the Merger may result in a reduction in competition in various markets 
across Australia including in the Authorised Hyundai Dealer Network, markets for the 1 

supply of vehicles and aftersales service; and upstream markets for the supply of 
critical commercial property sites for dealers (as discussed in the covering letter to 
this submission). 

2. Please describe how competition works in the automotive retailing 
industry. Are there any industry developments or trends that may impact 
or lead to changes in the existing dealership model for selling new cars? 

Manufacturers use incentives, targets and allocation of franchises to drive competition 
in the marketplace. As manufacturers do not have their own distribution networks, 
they rely on dealership networks to market their brands and distribute vehicles. 
Competition at the dealership level of the supply chain is an important component to 
ensuring the success of a manufacturer's distribution model. 

Competition is fierce between manufacturers in the automotive industry. Australia has 
around 60 vehicle brands competing for a relatively small vehicle market, comprising 
approximately 1.1 million customers per year. 

Competition through independent dealers is a fundamental part of inter-brand 
competition in a given region or localised area. Manufacturers encourage and 
incentivise dealers to focus on customer service standards as this is seen as an 
important metric to ensure long-term performance of the business. As such, 
manufacturers need robust competition between dealers to achieve the targets in the 
short term and to continually improve operations and efficiency in the long term. 

There are a number of disruptive forces that could change the current dealership 
model, including: 

Maas refers to different ownership models where customers do not purchase a 
vehicle outright but pay a subscription fee that entitles them to use a vehicle 
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when they choose.19 For example, customers could use a 4WD vehicle to go 
camping on the weekend then switch to a small vehicle for weekday use. Other 
examples of Maas are ride share services, such as Uber or Taxify. 

Maas has the potential to change how dealers create value in the supply chain 
by altering the dealer re-selling model. It may also pose a threat to the 
profitability of dealers in the future. 

• Electrification of vehicles 

Electric Vehicles (EVs) change the retailing model because of lower servicing 
requirements. To maintain profitability, dealers may need to make more money 
on the original sale of EVs as the ongoing maintenance revenue will be less 
than what is currently possible with vehicles that run on fossil fuels. 

• Online sales 

The distance over which a customer can shop for a new or used vehicle has 
changed dramatically because of online sales. 

However, ongoing aftersales support such as servicing and warranty repairs is 
constrained to local geographic locations as the vehicle needs to be physically 
presented to a mechanic. 

3. How far in both distance and time are consumers prepared to travel to 
purchase new cars, and how may this vary by the location of 
prospective buyers and dealers? What other factors can affect 
consumers' willingness to travel? 

In terms of rural locations, customers tend to be more loyal to the local dealers, due 
to the dealer's community involvement (such as employing locals and local 
philanthropic work). This loyalty factor reduces the distance customers are prepared 
to travel to buy a vehicle. 

For both metropolitan and rural regions, access to aftersales support is an important 
factor taken into consideration by the customer when making a purchase decision. 

19 Examples include CarNextdoor, see: https://bloq.carnextdoor.com.au/car-share-ride-share 
car-pool-australia/, and GOGet, see: 
https: //www .qoqet.com .au/?qclid = EAiaIOobCh MI9 rlicya4qIVRYq PCh 3IKqUKEAAYASAAEq KsH 
vD BwE 
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Some customers feel obliged to purchase a vehicle from their local dealer as they will 
return to this dealer for aftersales services. 

4. How significant are AP Eagers and AHG as competitors in the industry, 
and in relation to each other? In your answer, please have regard to 
price and discounting, locations, brands, service and added inclusions. 

There is a high degree of competitive tension between AP Eagers and AHG, being the 
two largest corporate dealers in the automotive industry in Australia. The bottom-end 
of the dealer market is comprised of many smaller dealers and dealer groups with less 
than -share of the supply of new vehicles. 

Frdm HMCA's experience, the level of competition between dealerships owned by 
separate corporate dealer groups is more intense than competition between 
dealerships that fall under the same corporate dealer group. HMCA has witnessed 
group decisions and policies of AHG and AP Eagers affecting the way dealerships in 
the same corporate group operate and compete in the market. 

The individual dealerships owned by AP Eagers and AHG compete in much the same 
way as other dealerships and there is a high level of competition between AHG and AP 
Eagers in respect of operational excellence, access to talent, access to markets and 
brand representation. 

S. Please identify who you consider to be the key alternative car 
dealerships to those owned by AP Eagers and AHG in: 

HMCA's key alternative vehicle dealerships are set out below. 

a. Brisbane 

Northside Hyundai 
Lakes Hyundai 
Metro Hyundai 
Westpoint Hyundai 
Westpoint Hyundai 
Moorooka Hyundai 
Keema Hyundai 
Keema Hyundai 

1341 Sandgate Rd 
1 Staplyton Street 
150 Lutwyche Rd 
259 Monier Road 
440 Moggill Road 
917 Ipswich Road 
1532 Logan Road 
3521 Pacific Highway 

Nundah 
North Lakes 
Windsor 
Darra 
Indooroopilly 
Moorooka 
Mount Gravatt 
Springwood 
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Bartons Hyundai 103 Redland Bay Road Capa la ba 
Bartons Hyundai 218 Tingal Road Wynnum 
von Bibra Hyundai 1 Town Centre Drive Helensvale 
Gold Coast Hyundai Corner Nind & High Street Southport 
Robina Hyundai 40 Brabham Circuit Robina 
Llewellyn Hyundai 246 Brisbane Road Booval 
Brendale Hyundai 66 Southpine Road Brendale 
Grand Prix Hyundai 89 Lear Jet Drive Caboolture 

b. Melbourne 

Lakeside Hyundai 1131-1139 Ballarat Road Caroline 
Springs 

Werribee Hyundai 163-169 Old Geelong Road Werribee 
Essendon Hyundai 340 Wirraway Road Essendon 

Fields 
Mantello Hyundai 41 Reservoir Drive Roxburgh Park 
Yarra Hyundai 21 Hoddle St Collingwood 
Doncaster Hyundai 825 Doncaster road Doncaster 
Ralph D'Silva 115 Bell Street Ivanhoe 
Hyundai 
Nunawading Hyundai 434 Whitehorse Road Nunawading 
Lilydale Hyundai 328-344 Main Street Lilydale 
Ferntree Gully 875 Burwood Highway Ferntree Gully 
Hyundai 
Chadstone Hyundai 1406-1424 Dandenong Road Oakleigh 
Dandenong Hyundai 41 Lonsdale Street Dandenong 
Jefferson Hyundai 64 Nepean Highway Mentone 
Frankston Hyundai 8 Wells Road Frankston 
Blood Hyundai Cnr Fyans Street and Latrobe Terrace Geelong 
Harrison Hyundai 158-162 High Street Melton 
South Morang 2 Oleander Drive South Morang 
Hyundai 
Berwick Hyundai 34-46 Kangan Drive Berwick 
Mornington Hyundai 992 Nepean Highway Mornington 
Cranbourne Hyundai 209 South Gippsland Hwy Cranbourne 

c. the Newcastle/Hunter Valley region of NSW 

Cessnock Hyundai 240 Maitland Road Cessnock 
Lancaster Hyundai 1 Waddells Lane Singleton 
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M uswellbrook 
Hyundai 15-17 Rutherford Road M uswellbrook 

d. Sydney 

Suttons City Hyundai 2 Link Road Zetland 
Alto Hyundai Cnr of 387 Pacific Highway & Hotham Artarmon 

Parade 
Col Crawford 70-74 Garden St Narra been 
Hyundai 
Col Crawford 497 Pittwater Road Brookvale 
Hyundai 
Ryde Hyundai 695 Victoria Road Ryde 
Pennant Hills 343-355 Pennant Hills Road Pennant Hills 
Hyundai 
Phil Gilbert Hyundai 646 Parramatta Road Croydon 
Phil Gilbert Hyundai 74 Parramatta Road Lidcombe 
Heartland Hyundai 279 Hume Highway Chu llora 
Heartland Hyundai 196-198 Sunnyholt Rd Kings Park 
Parramatta Hyundai Cnr. Church & Raymond Streets Parra matta 
Peninsula Hyundai 376 Edgar Street Bankstown 
Suttons Hyundai 93 Princes Hwy Arncliffe 
Arncliffe 
Tynan Motors 519 Princes Highway Kirrawee 
Hyundai 
Paul Wakeling 6 Mill Rd Campbelltown 
Hyundai 
Camden Valley Cnr Camden Valley Way and Anderson Smeaton Grange 
Hyundai Road 
Windsor Hyundai 130 Windsor Road McGraths Hill 

e. Nationally 

The key Hyundai dealerships at a national level that are not owned by AP Eagers/AHG 
are set out in below. 
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6. Please provide details of what is involved in establishing a new car 
dealership, including the manufacturer requirements that need to be 
met, government licensing criteria, and any other costs and time 
involved. Are you aware of any recent examples of people attempting 
to establish new dealerships? 

There are high barriers to entry when 
considering starting a dealership and therefore large corporate dealers have 
significant advantages over smaller independent dealers when seeking to enter new 
markets. 

• Barriers to invest: There is little incentive to invest in dealers due to the 
limited return 

• Set-up costs: The cost of setting up a dealership in metropolitan areas is 
too prohibitive for a new entrepreneur. 

• Limited access to funding: There are very few wholesale finance 
providers in the market apart from the manufacturer-owned finance 
companies such as Toyota Finance and VW Finance etc. There are only a few 
non-manufacturer aligned financiers. 

• Access to commercial property /land: The biggest barrier to entry for a 
new entrant into any existing vehicle supply market is the ability to access 
land or commercial property suitable for a vehicle dealership. Most land 
suitable for vehicle dealerships is either owned by vehicle dealers/ entities 
sharing common ownership with vehicle dealers, or is under long-term lease 
by vehicle dealers. Vehicle dealers have no incentive to lease this land to a 
potential competitor (new entrant) as this would introduce additional 
competition for the retail supply of vehicle. The manufacturers that want to 
be represented in the market in turn need to approach the landholders. 

7. To what extent is there an advantage in having a network of 
dealerships at a local, state and/or national level? 

It is vital to have representation at a local level due to ongoing warranty and service 
requirements. 
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8. For fleet and government buyers, please describe your organisation's 
key purchasing considerations, and who you consider to be the 
suppliers capable of meeting your organisation's needs. Are you able to 
purchase direct from the car manufacturers? 

Not applicable to HMCA. 

9. In what ways and to what extent do manufacturers influence 
competition between dealerships, including levels of discounting, 
promotions and/or added inclusions offered? Would this limit AP 
Eagers' ability to increase prices following the proposed acquisition? 

Mahufacturers drive competition between dealerships using incentives, targets and 
allocation of franchises. The Merger could erode the ability of manufacturers to drive 
competition between the dealerships of the merged firm (as discussed in the covering 
letter to this submission). 

10. For car manufacturers: please describe your key considerations in both 
awarding and renewing dealership agreements, including the 
importance of the following, and comment on whether the proposed 
acquisition would affect your future decisions about dealership 
agreements: 

a. whether dealers have an existing network of dealerships locally, by 
state and/or nationally of yours and/or other manufacturers' brands 

b. geographic coverage of your brand locally, by state and/or nationally, 
and 

This would be considered if dealers own or occupy a site in a market that a 
manufacturer is trying to enter. 

c. a dealer's demonstrated ability to represent your brand and meet KPis. 

This is by far the most important consideration for any manufacturer and is 
determined by a dealer's ability to access funding, build a quality site and meet sales 
and customer satisfaction targets. 
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11. Do you consider that the proposed acquisition will affect competition 
for new car servicing? Why or why not? 

Aftersales services within a close radius to a customer's home is an important 
consideration in the purchase of a vehicle. The Merger may lead to an increased 
concentration in aftersales service markets, which would leave customers with limited 
competition for aftersales support services within their local area. The transaction and 
time costs associated with servicing a vehicle outside of local areas is likely to be 
unsustainable and will have flow on effects to the ongoing purchase of a 
manufacturer's brand going forward. In some areas, customers will not be able to 
source competitive aftersales services, resulting in customers having no choice but to 
be price takers. This is particularly true for regional Australia, such as the Newcastle/ 
Hunter region, where the merged firm would own almost all dealers. 

Concentrati · service marke I ••I I • I 

12. How far are consumers generally prepared to travel to get their new 
cars serviced? How may this vary depending on any consumer 
entitlements to free or capped-price servicing and the age of the car? 

Customers need access to convenient vehicle servicing suppliers. Within reason, the 
distance that a customer will need to travel to get a vehicle serviced can be countered 
by the availability of alternate transport. Service departments located on arterial 
roads or train lines (where customers can get on a bus or train to the CBD) do better 
than dealers located more remotely to these transportation services. Dealers will also 
run shuttle busses and loan vehicles to assist customers. Customers need to be able 
to drop off their vehicle and still get to work on time, so location is key. HMCA 
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estimates that customers would not want to travel more than about-for 
their aftersales vehicle service requirements. 

13. To what extent do you consider that independent mechanics compete 
with dealerships' authorised service centres for new car servicing? 

Independent mechanics generally have a lower cost business model than dealers, as 
they are not required to attend training, maintain dealership facilities and purchase 
specialised tools. 

Vehicles that require warranty repairs are not constrained by competition from 
independent mechanics to the same degree, as warranty repairs are provided by the 
dealers. Competition for warranty repairs is limited even between authorised dealers 
as a dealer that did not sell the vehicle may choose not to provide warranty repairs to 
the customer as it is not profitable to do so. There is currently an undersupply of 
technicians in Australia and dealers therefore choose to assign technicians to the most 
profitable work, being standard scheduled servicing. Manufacturers have limited 
ability to force dealers to provide these warranty services to customers. 

14. To what extent do you consider that the proposed acquisition will affect 
the availability and/or price of car parts used in servicing new 
vehicles? 

The impact will be negligible. 

15. Do you consider that the proposed acquisition will impact competition 
for the supply of insurance and finance to consumers buying cars? Why 
or why not? 

Although the merged firm will wield stronger negotiating power, current regulations 
and the structure within the insurance industry mean that the Merger will not have a 
significant impact on competition for the supply of these services to consumers. 

However, the merged firm's stronger negotiating power with financiers could lead to 
improvements in its remuneration structure. This could enhance the competitive 
position of the merged firm and reduce the margin passed onto the customer. 

16. To what extent do consumers compare insurance and finance options 
direct from insurance agencies and financial institutions to those 
offered by the new car dealership? 

HMCA is not in a position to comment on this. 
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17. To what extent do you consider that public benefits are likely to result 
from the proposed acquisition? 

In the Merger Authorisation Application, AP Eagers claims that the Merger will lead to 
productive efficiencies and benefits to AHG shareholders. HMCA is not in a position to 
dispute that these benefits may arise from the Merger, but HMCA would point out that 
these benefits, if they exist, should be given less weight by the ACCC when 
conducting its public benefits assessment. These are not benefits that will flow 
through to consumers or the broader community, but are more likely to be retained 
by the merged firm. 

18. To the ex.tent that the proposed acquisition would result in cost 
savings, do you consider they are likely to be passed on to consumers? 

After the Merger, there may not be any incentive for the merged firm to pass these 
savings onto the consumer. The merged firm would only be forced to pass the savings 
on to the consumer if there were other dealer groups of the same size and scale, and 
with the same cost synergies, that could force the prices down through competition. 
This will not be the case, with merged firm being much larger than any other dealer 
group. 

19. Please provide any additional information or comments, or identify 
other competition issues, that you consider relevant to the ACCC's 
consideration of the proposed acquisition under section 90(7) of the 
Act. 

WFM Motor's ownership in the merged firm and the cross directorships between WFM 
Motors and the merged firm, may allow for the sharing of competitively sensitive 
information. Information exchanges between WFM Motors and the merged firm have 
the potential to reduce competition. 
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