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Outlined below is the Statement of Issues releagdatie Australian Competition
and Consumer CommissioACCC) in relation to the proposed acquisition by
Woolworths Limited YWoolworths) of the Black Stallion Hotel Drive-Thru
Bottleshop and associated off licentee(Licence located at 218 George Town
Road, Rocherlea, Tasman@dposed acquisitior).

A Statement of Issues published by the ACCC isarfatal decision about a
proposed acquisition, but provides the ACCC’s pnalary views, drawing
attention to particular issues of varying degrelesompetition concern, as well
as identifying the lines of further inquiry thaethCCC wishes to undertake.

In line with the ACCC’sMerger Review Process Guidelines (available on the
ACCC'’s website at www.accc.gov.au) the ACCC haaldsthed a secondary
timeline for further consideration of the issuese TACCC anticipates completing
further market inquiries by 24 February 2012 anticgrates making a final
decision on 9 March 2012.

However, the anticipated timeline can change ie With theMerger Review
Process Guidelines. To keep abreast of possible changes in relatidiming and
to find relevant documents, market participantsusthwisit the Mergers Register
on the ACCC's website atww.accc.gov.au/mergersreqister

A Statement of Issues provides an opportunity lanterested parties (including
customers, competitors, shareholders and otheelstédkers) to ascertain and
consider the primary issues identified by the ACEG also intended to provide
the merger parties and other interested partidstivé basis for making further
submissions should they consider it necessary.
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Tasmania
Background
6. On 3.|\.|(.)vember 2011 the ACCC commenced an inforeaéw of the proposed
acquisition.
The parties

The Acquirer - Woolworths Limited

7.  Woolworths is the owner, or joint owner, of ovelODIretail liquor stores
throughout Australia, which trade under the narvésdlworths Liquor’,
‘Safeway Liquor’, ‘BWS’ and ‘Dan Murphy'’s’.

The Target — Black Stallion Hotel Drive — Thru Botleshop, Rocherlea Tasmania

8. The Licence currently trades as ‘Black Stallion é¢let Drive-Thru Bottleshop
and is located at 218 George Town Road, Rochéeresamania. Rocherlea is
located approximately 8 kilometres north of the h@eston CBD.

9. The Licence is branded as a Big Bargain Bottle{B&B). BBB operates as
both a promotional banner group and bargainingeseprtative for its affiliated
stores.

10. The transaction relates to the bottle shop onlye Black Stallion Hotel and its
general liquor licence will continue to be indepently owned.

Industry background

11. The Tasmanian liquor retailing industry is madeo@igVoolworths, which has
liquor outlets under the BWS brand, and indepersdehib generally operate
under a banner group. Banner groups operatingmithunceston include BBB,
Thirsty Camel, Duncans, 911, Cellarbrations andibigStax. Wesfarmers does
not presently operate any liquor retail outlet3@asmania.

12. The ACCC understands that banner groups providedfféiated stores with a
number of services which differ from banner groofpanner group but are likely
to include:

a. Use of the banner group brand;

b. Signage for inside and outside the store;
c. A promotion schedule;

d. Banner group branded goods; and

e. The ability to access, and advertising of, spe¢iaiecting discounts
collectively negotiated by the banner group atvhelesale level).
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13.

14.

Tasmania

Banner affiliation carries with it a number of gdtions. The terms and
conditions of these obligations differ from bangesup to banner group but are
likely to include an obligation to:

a. stock particular items;
b. price promoted items at the advertised price paint
c. obtain some or all stock from the banner group.

There are five kinds of liquor licence availableTismania — general, club, on,
off and special. Relevantly:

a. A general licenceauthorises:
I.  The sale of liquor for consumption on and off tieemsed premises; and

ii.  The sale of liquor at any time to a resident ofgh&mises specified in
the licence.

b.  An off licenceauthorises the sale of liquor for consumptiontlo# licensed
premises. The proposed acquisition is of an offrice.

Areas of overlap and market definition

15.

Section 50 of th€ompetition and Consumer Act 2010 prohibits mergers or
acquisitions that substantially lessen or are yikelsubstantially lessen
competition in a market in Australia. Thereforeassessing whether the
proposed acquisition substantially lessens competithe ACCC is considering
the competitive impact of the transaction in thateat of the market/s relevant to
the proposed acquisition.

Retail market

16.

17.

18.

The ACCC is currently considering the effect on petition in the market for
the retail sale of packaged liquor for off-premiseasumption on the north
eastern side of the Tamar River within approxinyafieke kilometres of the
Licence.

Market inquires to date indicate that the majooitypales at the Licence are to
consumers that reside within five kilometres of lteence.

Two key drivers that appear to influence where Rodela consumers purchase
liquor are convenience and price. Those consurhats/alue convenience over
price for a given transaction tend to use the steggest their place of residence.
In contrast, consumers that place price over caemer for a given transaction
are likely to examine the weekly liquor advertisangd may attend the nearest
outlet of the banner group in the retail market tharently offers that
consumer’s product of choice for the cheapest price
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19.

20.

21.

22.

23.

Tasmania

Consumers may utilise any of the stores withinrétail market and are more
likely to do so where the store is:

a. Located on an arterial road which the consumerlagiywises; and/or

b. Located in close proximity to where consumers raxdylshop for other
products, such as groceries.

Market inquires to date indicate that consumersiali&ely to travel to the
southern side of the Tamar River to purchase liquor

There are currently four off-premises liquor stongthin the retail market:
a. The Black Stallion Hotel Drive-Thru Bottleshop (ttazget);

b. Mowbray BWS (Woolworths owned);

c. Retreat BWS (Woolworths owned); and

d. Mowbray Liquor Stax (independently owned).

The ACCC understands that there are also threésheithin this market that
possess general liquor licences which allow sdl¢skeaway packaged liquor
for off-site consumption. The three hotels are, Biack Stallion Hotel (that has
the target attached), the Retreat Hotel (that HB#/& bottleshop attached) and
Archers Manor. Inquiries indicate that the voluofi@ver-the-counter takeaway
packaged liquor sales for off-site consumption fitootels in the Rocherlea area
is very small and that consumers view over-the-texuakeaway packaged
liquor sales for off-site consumption from hotetssaweak substitute for liquor
stores. Accordingly, the ACCC currently considiat over-the-counter hotel
sales are unlikely to represent a meaningful camgtpre or post acquisition.

There are 10 liquor stores located between 6-8r@loes away from the Licence
in the Launceston CBD on the southern bank of tradr River.
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The ACCC invites market participants to comment on the appropriate market/s
within which the ACCC should consider the proposed acquisition.

In particular, the ACCC is considering the issuésciv are outlined below and
invites interested parties to comment on:

=  Whether the retail market should include over-thanter sales from hotels of
takeaway packaged liquor for off site consumption;

=  Whether the majority of sales at the Licence ameottsumers that reside
within five kilometres of the Licence;

" How far consumers are willing to travel to accedg®away packaged liquor
stores;

=  What factors influence consumers’ choice of takeapackaged liquor store;

" What factors influence consumers’ willingness avél to access takeaway
packaged liquor stores that are greater than fleenletres from the Licence;
and

" How does the state-based or regional pricing of Worxhs and other banner
group affect the geographic scope of the retaildignarket/s.

Statement of Issues

Issues that may raise concerns

Reduction in variety and number of products on promotion

24. Market inquires indicate that many consumers inréhi@il market are likely to:

a. have a ‘product of choice’, that is, a strong brpreference for one or a
small number of liquor products;

b. be price sensitive in relation to liquor purchases;

c. examine the weekly advertising of BWS and othemneagroups and
purchase their product of choice from the nearedebwithin the retail
market that currently offers that product for tiheapest price. This is
usually the outlet that has the product on discoumn promotion at that
given time.

25. Market inquiries indicate that the majority of salgy off-premises liquor stores
in the retail market are, at any given time, pradulat are on discount or on
promotion.

26. The ACCC considers that BWS and other banner gsodigtounts and
promotions appear to be an important element ériftiation and competition
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within the retail market and that consumers candmdwitch outlets in reaction
to it.

27. The ACCC is concerned that the proposed acquisritmesult in:

a. Woolworths controlling three of the four off-prerassliquor stores in the
retail market;

b. the removal of one of the three banner groupsdinaently operate in the
retail market; and

c. an associated reduction in the scope for consuraeasyy given time, to
purchase their preferred liquor products at a distor on promotion (as
discussed at paragraphs 24-26).

The ACCC invites market participants to comment on the likely effect on prices
within the retail market post acquisition

In particular, the ACCC is considering the issuésci are outlined below and
invites interested parties to comment on:

" The proportion of sales at liquor stores in thaiteharket that relate to
promoted items;

" The effect of Woolworths owning three of the foakéaway packaged liquor
stores in the retail market;

" The effect of the removal of one of the three bamgneups that currently
operate in the retail market on customer choicethadbility for consumers to
access products at a discount or on promotion; and

" The effect that state-based or regional pricingvoblworths and other banne
groups will have on prices in the retail market.

-

Elimination of a vigorous and effective competitor

28. The ACCC is considering whether the Licence isgoraus and effective
competitor in the retail market. This includes anty competition on price but
also on non-price factors such as service levalsogening hours.
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The ACCC invites market participants to comment whether the proposed
transaction would result in the removal of a vigorous and effective competitor
from theretail market

In particular, the ACCC is considering the issuésciv are outlined below and
invites interested parties to comment on:

Whether the Licence engages in competitive pribelgaviour for example
discounting and promotions;

Whether the Licence provides high levels of custoseevice;
Whether the Licence competes effectively on otloer-price factors; and

Whether other liquor stores in the Rocherlea aespond to or have responded
in the past to the activities of the Licence by ioying or modifying their
retail offer.

Barriersto entry and expansion

29.

30.

31.

Market inquiries indicate that there is little ppest of the Black Stallion Hotel or
the Retreat Hotel expanding/redeveloping their pgemto open a second
bottleshop to compete with the pre-existing attddb@ttleshop as:

a. each has a pre-existing bottleshop;

b. thereis alack of demand in the market given tiogimity of existing
bottleshops;

c. there is limited space available for a second ésitibp to be established;
and

d. the costs involved in building the bottleshop armtifying the existing
infrastructure and signage, which is configuredgtmise the prominence
and accessibility of the pre-existing bottleshopyrbe prohibitive relative
to the return.

In addition, inquiries indicate that the potent@l new entry in other areas may
be restricted due to the limited access to appaitglyi zoned sites that are:

a. Located on an arterial road which the consumerlagiywuses; and/or

b. Located in close proximity to where consumers radylshop for other
products, such as groceries.

Rezoning of land may free up sites. However, ddpgnon the level of
objection, this can take up to 24 months. New em$ravould also need to obtain
an off-licence which can, depending on the levedlgéction, take up to 12
months.
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32. The ACCC understands that new entrants would aded to obtain an off-
licence. The ACCC understands that there are @aupf criteria that must be
satisfied before the Tasmanian Licensing Commigsiand Board will grant an
liquor off licence including satisfying the TasmamiLicensing Board that the
granting of a licence is in the best interesthefcommunity. Market inquiries
indicate that the application process can, depgnaiinthe level of objection, take
up to 12 months.

33. The ACCC understands that an application for adicghce in Ravenswood was
rejected in 2010. Market participants are conagthat this rejection illustrates
that the granting of additional licences in the Rertea area is unlikely.

34. The ACCC considers that the long rezoning apphecagirocess and risk of
rejection and licence application process represamters to entry to the retail
market.

35. The ACCC is also concerned that the presence e¢ tfoolworths’ owned
liquor stores within five kilometres may deter fiet entrants to the retail market.

The ACCC invites market participants to comment on the height of barriersto
entry to theretail market and whether these barriers are likely to change if the
proposed acquisition proceeds

In particular, the ACCC is considering the issuésciv are outlined below and
invites interested parties to comment on:

" Whether a new entrant could or would enter thdlnetarket by opening a
liquor store within or attached to a hotel in ciregtances where there is a pr¢
existing liquor store already attached to the hotel

U
1

" The degree of difficulty faced by a new entranioicating an appropriate and
available site for a liquor store in the retail Retr

. The degree of difficulty faced by a new entranblotaining a liquor licence for
a liquor store in the retail market;

. The degree of difficulty faced by a new entranhaving land rezoned for a
liquor store in the retail market; and

= The effect of three Woolworths’ owned sites in te&il market.

ACCC's future steps

36. The ACCC will finalise its view on this matter aftie considers market responses
invited by this Statement of Issues.
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37.

38.

39.

Tasmania

The ACCC now seeks submissions from market pasitgpon each of the issues
identified in this Statement of Issues and on ahgwissue that may be relevant
to the ACCC's assessment of this matter.

Submissions are to be received by the ACCC no tatar 23 February 2012. The
ACCC will consider the submissions received from ilarket and the merger
parties in light of the issues identified above aridl in conjunction with
information and submissions already provided bypdwies, come to a final

view in light of the issues raised above.

The ACCC intends to publicly announce its finalwiley 8 March 2012.
However the anticipated timeline may change in Vit theMerger Review
Process Guidelines. A public Competition Assessment for the purpadse o
explaining the ACCC's final view may be publishetldwing the ACCC's public
announcement.



