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16 January, 2009

Ms Michele Bullock
Head of Payments Policy Department
Reserve Bank of Australia
GPO Box 3947
Sydney NSW 2001

Retail Products Deposits
14/530 Collins Street
Melbourne, ViC 3000

Phone 03 8673 7079
Fax 03 8673 7Oe

www.anz.com
mandy.simpson@anz.com

Dear Ms Bullock

RE: ATM Payments System Reform - Access Regime

Thank yoy for.the opportunity.to provide our views on the draft ATM Access Regime and
future reform to systems architecture.

Designation of the ATM payments system

ANZ recognises that it was necessary for the Reserve Bank of Australia (RBA) to
designate.tf.e ATla-p_a-yments system in order to provide timely legal certainty for'the
implementation of ATM direct charging for foreign ATM transactions in-Australia. 

'

We note that the RBA wil l  implement an Access Regime to faci l i tate the implementation of
ATM direct charging, supported by an Access Code beinq developed tiy the industrv
through the Austral ian Payments Clearing Association (APCA). ANZ wbuld also l ike to note
IFe glg:e. w.orking relationship-that has existed betwee-n the'industry (through APCA) and
the RBA in the development of the ATM direct charging model.

Setting Interchange fees to zero

ANZ suppo.rts .a Regime that .would set the existing bilateral interchange fees to zero,
except under the part icular circumstances included-in the Reqime sucli  as within sub-
networks and small financial institutions' bespoke agreemeits. Further, one of the
reasons for. designation. is that part icipants 

'needed- 
to agree to set 

' the 
price of

interchange to zero in order to adopt direct charqinq. Howevei, the lanquaqe usdd in the
draft Regime states "no interchange fee will be pead-." To ensurb consist-encV between the
stated objectives in the consultation paper and the Regime document, the Regime should
be amended to state something alonq the lines that "interchanqe fees.will be 5et to zero".
This has the practical effect-that ho interchanqe fees wilf  be paid, while ensurino
maximum flexibility, should this be necessary, to ailvance ATM paym'ent iystem reform. 

-

Dlrect clearlng or settlement arrangements

The . Access Regime does not permit access providers to charge access seekers to
establish direct clearing/settlement arrangemdnts. ANZ is of t-he view that access
providers. will incur substantial costs to establish a direct clearing/settlement arrangement
and should be able to recover their costs.
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Direct connection fee cap

The draft Access Regime caps the fee that exist ing insti tut ions can charge new entrants
for establishing the necessary direct connections at $76,700. This was the lowest cost for
connection reported by APCA members in the APCA 2008 Costs Survey, We note,
however, that the real cost for ANZ to provide direct connection is considerably higher
than this cap and that the Draft Regime's methodology means that al l ,  except one, of
exist ino oart icioants wil l  subsidise ATM direct connection for new entrants. ANZ would
prefer 

-ari 
alternative methodology whereby connection fee costs were determined based

on an average cost of exist ing part icipants.

ATM transaction fees

ATM direct charoino for foreiqn ATM transactions wil l  have the effect of unbundlinq
existing ATM feeS thit consist 6f, among other things, a fee to the ATM owner and a fe6
by the customer's f inancial insti tut ion for processing the transaction, While ATM direct
charqinq bv the ATM owner removes the need for a customer's card issuer to recover an
lnter-chaige fee, there remains the cost of processing the transaction. Under the direct
charging 

-model' to 
be adopted in Austral ia, i t  is ANz'5 view that a reasonable issuer fee

may also be charged,

Access Code

ANZ wil l  respond directly to APCA's consultation on the Access Code.

Future reform

ANZ understands the RBA's concerns about the current bilateral nature of the ATM and
EFTPOS systems. We agree that the upgrade o[ technology over the _next few years
provides an opportunity to more fundamental ly reform the architecture of these payment
systems.

ANZ is part icipating in APCA's Low Value Payments Network Arrangement Project which,
when implemente{, wil l  al low a single point of access for part icipants in these payment
systems and reduce the complexity of the current access arrangements.

In December 2008, APCA Board decided to establish an industry COIN to replace legacy
infrastructure, APCA also published Low Value Payments - An Australian Roadmap, which
indicated that the new arrangements should be in place in 2010. We expect the project to
implement the new infrastru-ture to be substantial ly progressed by March 2010.

We look forward to an opportunity to elaborate on these views in due course.

Regards

Mandy Slmpson
G e n e r a l  M a n a g e r
Depos i ts
A N Z
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