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INTRODUCTION

With over 9 million customers and 133,000 points of representation Australia-wide, the Commonwealth Bank is proud to be Australia’s most accessible financial institution.  The Bank has approximately one third of its points of representation in rural and regional areas.

As an organisation dedicated to meeting the needs of its customers, the evolving size and configuration of the Commonwealth Bank’s access network reflects its broad customer base and the Bank’s focus on servicing its customers effectively.  

Recently, during the announcement of the Bank’s annual results in August 2002, CEO David Murray stated that the Commonwealth Bank would retain the size of its existing branch network for the foreseeable future.  Coupled with the existing commitment the Bank has already given in relation to retaining last Commonwealth Bank branches in town following the Colonial Integration, this announcement is an added bonus for local communities.

The Bank supports the submission lodged to this inquiry by the Australian Bankers Association.  The primary purpose of this submission is to provide supplementary information specific to the Commonwealth Bank.

OPTIONS FOR MAKING ADDITIONAL BANKING SERVICES AVAILABLE TO RURAL AND REGIONAL COMMUNITIES, INCLUDING THE POTENTIAL FOR SHARED BANKING FACILITIES

As the Bank for all Australians, the Commonwealth Bank’s services are available across Australia, including in regional, rural and remote areas.

The Commonwealth Bank views the giroPost service offered through Australia Post as the most effective and appropriate means of sharing bank facilities.  The Bank’s relationship with Australia Post reflects the strengths of a partnership which has worked successfully since 1916, with the Commonwealth Bank having the largest proportion of accounts operated through the giroPost service.  

The Commonwealth Bank has worked consistently to increase the convenience of Australia Post’s giroPost service: it helped introduce EFTPOS facilities and it is the only institution offering passbook facilities through Australia Post.  

The advantages of the Australia Post network are:

· Existing infrastructure and technology;

· Over 70 financial institutions already involved;

· Reach and spread across Australia (nearly 3,000 online and 1,000 manual agencies); and

· Customer familiarity of services offered.

The Commonwealth Bank is not confident that shared banking facilities apart from the already existing arrangements with Australia Post are a viable commercial option.  Some of the difficulties involved for example arise under the Financial Services Reform Act which places a number of obligations on an Australian Financial Services licensee.  

These include confusion as to under which licence the employee staffing the shared facility would operate.  It may be possible to structure a ‘special purpose company’ in which case the staff member would be authorised by each financial institution but, as it stands, each financial institution would be jointly and severally liable for the actions of the staff member.  Thus, inadequate documentation/ training by one provider could result in a liability for each financial institution.  

Another consideration is that there may be conflict as to whose product the employee sells.  If they were receiving various rates of remuneration (based on sales) from the different financial institutions, there is an inherent risk that the adviser will sell those products from which they receive the greatest commission. 

In addition, the need for common, or at least compatible, systems and technology to operate the shared facility would be a significant challenge to establish and maintain.  It would require the negotiation of complex protocols.  The impact on staff training and management would also be onerous for the participants.  

The Commonwealth Bank will continue to provide and enhance its offerings to rural customers through its own extensive distribution network or through its longstanding relationship with Australia Post.  An example of the new facilities offered by the Bank through Australia Post was the introduction of business banking facilities alongside personal banking facilities.  There are now 212 Australia Post sites around rural Australia that service the Commonwealth Bank’s small business customers.

OPTIONS FOR EXPANSION OF BANKING FACILITIES THROUGH NON-TRADITIONAL CHANNELS INCLUDING NEW TECHNOLOGIES

The Commonwealth Bank is continually examining new and convenient ways in which to deliver its services to customers.

One such non-traditional service channel is Ezy Banking.  

Ezy Banking customers can make transactions at Woolworths supermarkets (including Woolworths, Safeway and Metro), Big W stores and via non face-to-face banking channels such as Safe & Ezy Deposit Box, ATMs, EFTPOS, Telephone Banking (both personal and automated) and the Internet (EzyNetBank).  Customers can apply for debit and credit accounts at Woolworths supermarkets, Big W stores and branches of the Commonwealth Bank.  
Customers accessing banking services through Woolworths’ Ezy Banking may receive up to 50 fee-free transactions per month, in over 700 Woolworths and Big W stores across Australia.  One third of accessible stores are located in rural and regional areas.  Customers are able to make deposits and withdrawals, balance inquiries and use both debit and credit facilities.  The account has no account keeping fees or minimum balance requirements. 

In addition to the 50 free in-store transactions, customers with an Ezy Banking account can have up to five free electronic transactions per month outside the store.  

For the convenience of rural customers, the Ezy Account Rural Option is available in selected rural sites where a Woolworths store is more than five kms from the branch.  
All features of the existing Ezy Action account apply plus three additional over the counter in-branch withdrawals per month for eligible customers.  
To be eligible, customers must be current holders of a Healthcare card or Concession card.  
Clients can only transact over the counter at the Commonwealth Bank branch where the account was initially opened.

THE LEVEL OF SERVICE CURRENTLY AVAILABLE TO RURAL AND REGIONAL RESIDENTS

Distribution

Branches (includes Service Centres and Bank-Staffed Agencies)

There are over 1,000 branches across Australia owned and operated by the Commonwealth Bank.  Staff employed by the Bank operate the branch between normal business hours (9.30am - 4.00pm Monday - Thursday and from 9.30am - 5.00pm on Friday).  For branches operating on a part-time basis, the total operating hours vary from 6 to 25 hours per week.  

Services are available for all personal and business customers.  Customers also have access to specialised and accredited staff, with lending decisions being at the branch and centrally, depending on the complexity.  All branches have Quick Deposit Boxes which provide self-service facilities for the depositing of cheques in an envelope with the funds later being credited to the customers account.  
Single Site Operators

Single Site Operators are owned and operated by a franchisee. Management decisions are made by the franchisee that reports to the Bank's Area Manager. Sites offer sales and service facilities similar to the Bank’s branch network. The operating hours is at the discretion of the franchisee.  All sites operate within normal branch trading hours, with some sites having extended hours.

ATM and EFTPOS Network

The Commonwealth Bank maintains the largest ATM and EFTPOS network in Australia with access available through 3,049 ATMs and 124,000 EFTPOS terminals at 30 June 2002.  

Direct Banking

Through the direct banking business, the Commonwealth Bank provides a comprehensive range of services to customers via the telephone.  Demand continues to increase strongly with more than 20% growth in the number of Direct Banking customer registrations in the year to June.  Incoming calls increased to more than 146 million calls for the year.  

Mobile Lenders

The Bank’s team of mobile lenders provide convenience and flexibility much appreciated by rural customers.  There are 35 Commonwealth Bank mobile lenders in areas defined as “country” but many of the remaining 176 lenders based in urban areas would also be active in surrounding regions.  

Netbanking and Online Services
The number of registered customers with NetBank is 1.9 million and growing, with approximately 23% of customers located in country Australia.

The potential of technology to overcome “the tyranny of distance” drives the Bank’s online offerings to rural customers.  Some of the products/services the Bank offers which are particularly useful for people in remote locations include NetBank, Share Direct and Quickline.  Quickline is a personal computer package allowing banking from home.  A farmer can pay suppliers, staff and creditors directly into their accounts at any Australian financial institution via a modem, transfer funds, view credit card statements, check cash flow position, and link to accounting packages to create management reports.  

Ezybanking

As mentioned in the preceding section, Ezy Banking customers can transact at Woolworths supermarkets (including Woolworths, Safeway and Metro), Big W stores and via non face-to-face banking channels such as Safe & Ezy Deposit Box, ATMs, EFTPOS, Telephone Banking (both personal and automated) and the Internet (EzyNetBank).  
Australia Post Agency Network

Banking services are accessible to rural customers through the Bank’s longstanding alliance with Australia Post, with agency arrangements in place at all Australia Post retail outlets.  Transaction banking services are available at over 3,700 Australia Post agencies nationwide.  

giroPost is the ‘online' network of Australia Post with 2,900 outlets.  Under this arrangement Australia Post is responsible for staff and operating hours.  giroPost outlets are able to electronically process personal customers' deposits, withdrawals for passbook accounts, savings, cheque accounts that are linked to a card, as well as process balance enquiries and transfers.  Payments and cash advances are also provided on credit accounts and verified by signature at selected outlets.  

Recent arrangements have enabled the Commonwealth Bank to offer business customers deposit facilities at 212 outlets in rural and regional Australia.  

Private Agencies with Electronic Processing Ability

In addition to the Australia Post outlets mentioned above, a further 176 Commonwealth Bank private agencies are able to electronically process transactions on-line to personal customers accounts including deposits, withdrawals, balance enquiries on passbook accounts and savings and cheque accounts that are linked to debit and/or credit cards and accessed via PIN.  

As well, balance enquiries and transfers can be processed between savings and cheque accounts linked to cards.  Agency arrangements operate on separate agreements between private agents and the Bank, while Australia Post outlets operate on a central Agreement with the Bank. 

Manual Agencies (Australia Post & Private Agencies)

Manual agencies can process deposit, withdrawal and update transactions (telephonically) on personal passbook accounts for personal customers of the Commonwealth Bank.  The operating hours and remuneration of staff are at the discretion of each site.  Each site is responsible for deciding operating hours. Agency arrangements operate on separate agreements between private agents and the Bank, while Australia Post outlets operate on a central Agreement with the Bank. 

School/Student Banking

The Bank’s school banking services is available to 1.9 million primary students in Australia (source: ABS).  Over 50% of the 6,100 schools that participate in the school banking program are located in country areas.  Just over 30% of student loans written last financial year were for those studying in country areas. 

Business Banking Centres

Staff at Business Banking Centres provide relationship management to business clients and assist them manage their asset and liability portfolios. Each site operates from 8.15am - 5:00pm, Monday to Friday and is owned by the Commonwealth Bank. 

Loans and Investment Centres with Merchant Telling Facilities

Loans and Investment Centres with merchant telling facilities have fully trained and accredited staff to offer lending and investment advice to all customers, with transaction facilities made available to merchants.  

Commonwealth Business Centres

Staff at Commonwealth Business Centres provide relationship management over the telephone to small business and assist them manage their asset and liability portfolios.  Each site operates from 8.00am - 6:00pm, Monday to Friday.

Products and Services

AgriOptions Package

The Bank’s AGRIOPTIONS package is a complete offering, combining lending, investment, risk management, business and personal financial services, designed to provide maximum flexibility and certainty in managing agricultural businesses.  

To ensure that this is achieved, the Bank has specialist Agribusiness Bankers covering each state and territory, who have expertise in both agricultural and financial disciplines to meet the specific needs of these rural business customers.  During 2002, AgriOptions was judged the best Rural Banking package for the third successive year by Personal Investor.

Features of the AgriOptions package include:

· long term finance to fund property purchase and development (terms up to 25 years, and up to 15 years interest only);

· options offering flexibility to manage cash flow, vary principal repayments and control financial risk;

· range of competitive and secure alternatives to build and diversify investments (on and off the farm); and

· the package is supported by 30 specialist Agribusiness bankers, covering every state and territory.  

Commodity Price Index

Commonwealth Bank Research revised the Commonwealth Bank Commodity Price Index to give greater emphasis to the prices for commodities produced in Australia and which influence the value of the Australian dollar.  

The Commonwealth Bank Commodity Price Index is based on prices for 15 major commodities that account for about 66% of Australia’s commodity exports.  The index covers:

·  the major metals (aluminium copper, lead, zinc, nickel, gold and iron ore);

· the more important rural exports (wool, wheat, cotton, sugar, cattle/beef); and 

· energy (oil, steaming/coking oil).

The Index is available each day on Reuters (pp CBZB-CBZD), Telerate (pp 22648-22651), the Commonwealth Bank Internet site (www.research.commbank.com.au) and other electronic news services.  A press release analysing recent commodity price trends will be available each Friday.  

This service is of major benefit to the Bank’s agribusiness customers, and to anyone who wishes to understand movements in the currency.  

Farm Management Deposit (FMD) Account

The Commonwealth Bank has both led the market and reinforced its focus on agribusiness by being the first bank to launch a Farm Management Deposit (FMD) Account.

The FMD Account has no transaction or account keeping fees, and is structured to operate simply and conveniently as an “at call” investment account, calculating interest daily and paying it quarterly.

In short, under this scheme the Bank’s FMD Account provides for improved investment returns, tax effectiveness, accessibility, flexibility and choice for primary producers in dealing with fluctuating income and smoothing their taxable income over a number of years.   

Financing products

Rural customers can also take advantage of the Bank’s specialist vehicle and equipment finance products, provided through CBFC Limited, a wholly-owned subsidiary of the Bank.  Our financing products are designed to provide the customer with effective and flexible equipment financing options that optimise cash flow and take advantage of available taxation and accounting benefits.  

Investments

Though the Bank’s stockbroker, Commonwealth Securities, customers in rural and regional Australia can invest directly in shares using Share Direct - our telephone and Internet service.  Additionally they can now directly invest in over 200 funds on the Internet through FundsDirect.  

Partnerships with Agricultural Groups

The Bank has an established partnership with two well-recognised agricultural groups, the Birchip Cropping Group and the Beef Improvement Association of Australia.  These partnerships are designed to assist Australia’s grain and beef producers, reinforce the Bank’s commitment to the rural sector and facilitate greater awareness of industry issues and key performance drivers.  During the year, the Bank also ran a series of educational seminars for grain farmers, which provided an update of the economic outlook, and details of the Bank’s AgriBusiness services.

Rural Staff Training 

Over the last year more than 100 rural Commonwealth Bank staff have attended a 1 week rural training course at leading Agricultural Colleges in each State.  The training involves several farm visits and case studies designed to give bankers a good understanding of local industry issues.

Drought Assistance and General Disaster Relief

The Commonwealth Bank continues to provide rural customers with wide ranging access and choice and this year has supported rural customers in a time of hardship by providing relief to those affected by flood and drought.

INTERNATIONAL EXPERIENCES AND POLICIES DESIGNED TO ENHANCE AND IMPROVE THE QUALITY OF RURAL BANKING FACILITIES.

The Commonwealth Bank believes that the services it provides to its rural and regional customers are at least commensurate with global practice.  The Bank keeps track of service offerings in comparable countries in addition to feedback from customers locally to ensure its services adequately meet customer demand.  Banks in Canada for example, with an economy and population distribution similar to Australia’s, are evolving distribution networks along the same lines as Australia. 

ATTACHMENT ONE

Commonwealth Bank of Australia Points-of-Service

	
	Channels
	June 2000
	June 2001
	June 2002

	
	
	Country
	Urban
	Total
	Country
	Urban
	Total
	Country
	Urban
	Total

	
	Branches

	517
	937
	              1,454 
	444
	629
	             1,073 
	366
	654
	              1,020 

	
	Proprietary ATMs
	N/A
	N/A
	2,703
	 700              
	               2,230 
	2,930
	731
	2,318
	              3,049 

	
	Agencies
	N/A
	N/A
	              4,014 
	2,235
	1,693
	             3,928 
	2,027
	1,879
	              3,906 

	
	EFTPOS
	N/A
	N/A
	          117,884 
	N/A
	N/A
	         122,074 
	N/A
	N/A
	          124,192 

	
	Mobile Bankers
	13
	122
	                 135 
	26
	150
	                176 
	35
	176
	                 211 

	
	Total
	N/A
	N/A
	126,190
	N/A
	N/A
	130,181
	N/A
	N/A
	132,378


Assignment follows Australia Post geographical classification except for areas like Gosford, Newcastle, Wollongong, Geelong, Sunshine Coast and the Gold Coast which have been designated urban.  Road infrastructure has been used as a proxy for population density.  










� The decline in the total number of branches primarily reflects the amalgamation of branches in close proximity following the Commonwealth Bank merger with Colonial Bank.  
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