Australian
Competition &
Consumer
Commission

29 February 2012

Statement of Issues — Visy Industries Australia Pty
Ltd - proposed acquisition of PET and plastic assst
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1. Outlined below is the Statement of Issues releagdtie Australian
Competition and Consumer Commissi®®CCC) in relation to the proposed
acquisition, by Visy Industries Australia Pty LtddaLightdock Pty Ltd
(togethewisy) of certain businesses and assets of HP PET BfyHR PET
(Australia) Pty Ltd, HP Industries Pet Ltd, HP Isthies Services Pty Ltd, HP
Plastics (NSW) Pty Ltd and HP Plastics (Vic) Pty Lall of which have had
receivers and managers appoinfine proposed acquisitior).

2. 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.

3. Inline with the ACCC’dMerger 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 issueseTACCC anticipates
completing further market inquiries by 15 March 2@hd anticipates making a
final decision by 22 March 2012. However, the dptted timeline can change
in line with theMerger Review Process Guidelines. To keep abreast of possible
changes in relation to timing and to find relevdotuments, market
participants should visit the Mergers RegistertmACCC's website at
WWWw.accc.gov.au/mergersreqister

4. A Statement of Issues provides an opportunity flanterested parties
(including customers, competitors, shareholdersahdr stakeholders) to
ascertain and consider the primary issues idedtifiyethe ACCC. It is also
intended to provide the merger parties and otherested parties with the basis
for making further submissions should they consitleecessary.



Background

5.

On 6 December 2012, receivers and managers weoendgg to the HP
Industries GroupHP). On 22 December 2012 Visy Industries AustralialRd
provided its submission seeking informal cleardnoe the ACCC for the
proposed acquisition.

The parties

Visy

6.

HP
10.

11.

12.

Visy is Australia’s largest packaging and recyclamgnpany. Visy's operations
include:

= the manufacture and supply of beverage and foothwaars including
polyethylene terephthalatPET) bottles, PET preforms, PET jars,
aluminium and tinplate cans, paperboard cartonsarmdgated cardboard
boxes; and

= the collection and processing of recyclable maleaad the manufacture
and supply of recycled paper.

Visy currently has five PET manufacturing facilgiéPET blow moulding
factories) located across Australia at: Kings Ral8W), Heathwood (QLD),
Moorabbin (VIC), Cavan (SA), and Forrestfield (WA).

In addition to the manufacture and supply of PEiEy\also manufactures and
supplies plastic containers.

Visy is privately owned by the Pratt family througlamily trust.

HPis a plastic packaging and steel drum manufactar@ustralia and New
Zealand. HP’s business consists of three divisiBES, plastics and steel.

HP operates two PET manufacturing facilities in #aig&, one in Sefton

(NSW) and one in Footscray (VIC). In addition te tivo PET manufacturing
facilities, HP operates two plastics manufactusigs, one in Minto (NSW)

and a small facility in Dandenong (VIC). These liies manufacture a broad
range of plastics products and packaging suitaisledsmetic and personal care
products, food and beverages, household produdtsdnstrial products.

The proposed acquisition by Visy extends only t6sHFET and plastics
divisions. Visy has not sought clearance to acgdiPés steel business.

Other industry participants

Pact Group Pty Ltd (Pact)

13.

Pact manufactures a diverse range of plastic aneptastic products for a
variety of packaging applications through manufanguoperations in



Queensland, New South Wal®&$3W) and Victoria. Pact’s product range
includes PET bottles and containers, rigid plastictainers, jars, tubes, jerry
cans, cubes, pails, plastic and steel drums, tagiclosures.

14. Pact’s packaging business is managed through s$evieodly-owned
subsidiaries, and products are sold under mulb@eds including VIP
Packaging, Alto Packaging, Signum, Baroda Packaddngkwood, Plaspak,
Salient Asia Pacific and Atlas Plastics.

15. Arelated entity of Pact (Bennamon Pty Ltd) alse partial shareholdings in
Pro-Pac Packaging Limited and National Can Indestrimited NCI).
Geminder Holdings Pty Ltd, another related entitiPact, also has a partial
shareholding in Cingplast (a PET and plastics mastufer in NSW).

16. Pact is privately owned by the Geminder family thgl a family trust. Pact is
controlled by its sole director, Raphael Gemingdro is married to Fiona
Geminder, the daughter of Jeanne Pratt and th&labard Pratt.

Relationship between Pact and Visy

17. In previous matters, the ACCC has had regard todladionship between Pact
and Visy, and the impact of this relationship oa likely effectiveness of
competition between Pact and Visy post-acquisition.

18. In assessing the competitive effects of the progp@seguisition, the ACCC is
considering the relationships and links betweert &ad Visy, including any
financial, family, operational and other potentiaks that may impact on the
effectiveness of competition between Pact and \Asypart of this assessment,
the ACCC will consider the incentives on the owraerd controllers of Pact to
compete vigorously with Visy (and vice-versa) pasguisition. While the
ACCC is continuing to consider the relationshipAsstn Pact and Visy, the
ACCC'’s preliminary view is that Pact may not pravian effective independent
constraint on the merged firm and the proposedisitiun may remove or mute
the potential competition that currently existswetn HP and Pact.

The transaction

19. Visy is proposing to acquire HP’s PET and plastissets.

20. |If this proposed acquisition proceeds, Visy wil@bcquire the assets of LIR
Australia Pty Ltd LIR ) which operates a closure business in Austrdiia (iR
Acquisition). The beneficial ownership of LIR resigh the shareholders of
HP.

Market inquiries

21. On 23 December 2011, the ACCC commenced markeiriaguegarding the
proposed acquisition. A range of interested papresided responses,
including other suppliers and customers.



With/without test

22.

23.

24,

25.

Section 50 of th€ompetition and Consumer Act 2010 (CCA) prohibits

mergers or acquisitions that would have the effedte likely to have the effect

of substantially lessening competition in a markeassessing a proposed
acquisition pursuant to section 50 of the CCA,AGCC considers the likely
effects of the acquisition by comparing the likilyure competitive
environment post acquisition if the acquisitiongeeds (the “with” position) to
the likely competitive environment if the acquisitidoes not proceed (the
“without” position or “counterfactual” position) tdetermine whether the

proposed acquisition is likely to substantiallysiels competition in any relevant

market.

The ACCC considers it unlikely that HP’s PET andspic assets would exit th
relevant markets in the absence of the proposeadgisittgn. Market inquiries
have indicated that, in the event HP is not acqueVisy, either HP’'s PET
and plastics businesses are likely to be acquiyeahtalternative purchaser as
going concern, or the individual assets comprigiftys PET and plastic
business will be acquired by various different piasers.

Accordingly, the ACCC is considering two alternatscenarios as to what
would occur in the absence of the proposed acopnsit

= HP’s plastic and PET assets are acquired by amattee third party (other
than Visy or Pact), as a going concesoghario J); or

= HP’s plastic and PET assets are sold off separtietgrious third party
purchaserssgcenario 2.

e

a

The ACCC notes that under either scenario 1 oras@eR the plastics and PET

assets of HP are likely to remain in the marketalac

The ACCC invites interested parties to provide information and evidence on the
likely competitive environment if the proposed acquisition does not proceed,
including specific information on:

« the likelihood of scenario 1 occurring, that is Hie plastic and PET busines
being acquired by a an alternative third party paser as a going concern;

» the likelihood of scenario 2 occurring, that is,’siplastics and PET assets
being sold off separately to various third partyghasers; and

» the likely effectiveness of HP’s PET and plastiseds as a continuing
competitive constraint in the relevant marketfiéyt are sold separately to
various third party purchasers, other than VisiPact.

[72)




Areas of overlap

26.

27.

28.

29.

The ACCC considers that the following areas of apexist between the
relevant parties:

= HP, Visy and Pact are all suppliers of PET bottles;

= HP and Pact are significant suppliers of non-Plgidplastic containers,
with Visy currently having minor sales of non-PEgid plastic containers;

= HP and Pact are suppliers of small industrial pdasintainers; and

= LIR (which is owned by shareholders of HP) and Paahufacture plastic
closures.

The term ‘PET bottles’ is used to refer to jardtlles and containers
manufactured from PET. The term ‘rigid plastic @oners’ is used to refer to
non-PET plastic containers including plastic jaittles, tubes and cubes and
other containers up to 10 litres in size and the temall industrial plastic
containers’ is used to refer to plastic contaimectiding cubes, jerry cans and
bottles of 10-25 litres in size.

The overlap between the relevant parties is seihaiie table below.

HP Visy Pact
PET v v v
NSW, VIC NSW, VIC, QLD, SA, | NSW, VIC, QLD
WA
Rigid plastic v v v
containers (non | NSW, VIC (small in (small) NSW, VIC, QLD
PET) VIC)
Small industrial | v X v
plastic NSW, VIC NSW, VIC, QLD
containers
Plastic closures | ¥ X v

The ACCC notes that as regards the manufactursgly of PET bottles, HP
has not been active in the supply of PET bottldarge beverage customers
(such as CCA, TBB and Asahi). HP is, however, aigant competitor in the
supply of PET bottles to those customers in NSW\Atbria with volume
requirements of around 50 million bottles or lees gnnum.

Market definition

30. The ACCC's preliminary view is that the followingamkets are relevant to its

consideration of the proposed acquisition:



» the manufacture and supply of PET bottles in edd®hSW and Victoria;

» the manufacture and supply of rigid plastic corgesr(excluding PET
bottles) in each of NSW and Victoria; and

» the manufacture and supply of small industrial jidasontainers in each of
NSW and Victoria.

Markets for the manufacture and supply of PET bottes

Product Dimension

31.

32.

33.

34.

The ACCC considers that the particular charactesistf PET bottles limit their
demand-side substitutability with other types @fgpic containers, namely:

= functional/technical properties. PET bottles can be cold or hot filled, hold
carbonation, have greater structural integrity badier properties than
other plastic bottles of similar weight, and arsilgastored and handled;

= end-customer preferencesPET bottles offer visual clarity and lower
weight which have contributed to beverage manufacsugrowing demand
for packaging their products in PET.

On the supply-side, market inquiries indicate thate is limited supply-side
substitutability between PET bottle manufacturing ¢he manufacturing of
other packaging products such as glass, aluminiucardon due to the
specialised equipment required to blow-mould PEflém The ACCC also
understands that the equipment currently used taufaature other types of
plastic containers, such as high density polyetig/eIDPE) which uses a
different manufacturing process cannot be easiytatl to manufacture PET
bottles.

PET bottles (both beverage and non-beverage) anefaured using an
injection blow moulding process. This involves:

= first, the creation of a PET preform through ardatijon moulding process
whereby PET resin is injected into a mould, whiekedmines the neck and
weight of the final bottle; and

= second, the preform is stretched and air is blovm it, so that the preform
expands to take the bottle’s desired shape.

PET bottles can be manufactured using either desstgge or two stage
process. In a single stage process, the two stdd®ST bottle production take
place consecutively on the same machine. In a tagesrocess, preforms are
moulded by a dedicated injection moulding machiéctv results in fully
cooled preforms. A separate machine is then useshat and blow mould
(stretch) the preforms into bottles. In a two stpgeeess, the blow moulding
can take place (and often does) in a separatétydcdm the manufacture of the
preforms. The preforms are small (the size of attdse) and are therefore
relatively inexpensive to transport.



35.

36.

37.

38.

39.

40.

A two stage process is much faster and achieveghamlevel of output than
single stage machines. It is accordingly bettelesiuior large volume
production. The high volume requirements of largedsage manufacturers
such as Coca-Cola AmatiCCA), Asahi/Schweppes and Tru Blue Beverages
(TBB) are met by production from a two stage process.

A single stage process is slower, and best suiteshorter production runs.
Smaller customers of PET beverage bottles and megstoof non-beverage PET
bottles, such as pharmaceutical, food, automotiepersonal care product
manufacturers (which typically have much smallduwte requirements), are
likely to have their requirements met from a singflege machine.

While customers do not generally specify a manufaog process, the ACCC
understands that there may be some technical tionawhich may prevent
certain types of bottles being produced on a tageimachine. For example,
the two stage process is only able to manufactylnedrical bottles, and bottles
where the preform (and therefore the end bottle)ahékange (ridge). Two stage
equipment is also typically unable to manufactutd lBontainers with wide
mouths (for example, peanut butter jars).

Due to the economies of scale associated with tagesproduction, it is also
often not economically viable for two stage equiphte be used to
manufacture unique bottles in small volumes, otié®with a non-standard
neck size (due to the cost of non-standard prefpriivgo stage equipment is
typically used to manufacture standard stock bsttleat is, generic bottles
produced using non-proprietary moulds, or largeinas of a proprietary PET
bottle. These factors may limit the scope for cotitipa between manufacturers
operating single stage equipment and manufactopasating two stage
machines.

In this respect, the ACCC notes that each of HBy ¥ind Pact operate two
stage equipment and that HP and Pact also opesagaiicant amount of
single stage equipment.

At this stage, the ACCC proposes to define a sipgbeuct market for the
manufacture of PET bottles, but recognising théedkht options and
competitive constraints that apply, depending eaosiomer’s volume and
design requirements. The ACCC is seeking furthiarimation from market
participants about the extent of actual and patéatibstitution between single
stage equipment and two stage equipment.

The ACCC invites comments from interested parties on the extent of actual and
potential substitution between suppliers with different PET manufacturing
equipment

In particularthe ACCC seeks further information (and where fmssspecific
examples) on:

» customers with requirements that are capable oigomiet by either two stage
equipment and single stage equipment (and defaiter requirements);




the extent to which a two stage production procassbe adapted in order fo
it to be commercially viable to meet small voluneguirements or to produce
non-standard bottles at various production lengths;

=

the extent to which two stage equipment can be fieodio overcome
technical limitations (e.g. to manufacture bottbegars with wide mouths or
without flanges); and

the extent to which excess capacity on two stagehimas may change the
economics of servicing smaller customers.

Geographic dimension

41].

42.

43.

Market inquiries indicated that the actual or patdrsupply of PET bottles
interstate is very limited due to the significanstof transport relative to the
value of the bottle. The ACCC therefore considees the markets for the
manufacture and supply of PET bottles are Statechass HP’s PET
manufacturing plants are located in NSW and Vietathe relevant markets are
the markets for the manufacture and supply of P&tllds in each of NSW and
Victoria.

However, while the ACCC considers that the bouresdanif competition for the
supply of PET bottles for the majority of customars State based, the ACCC
notes that the requirements of large beverage raaturers (such as CCA,
Asahi/Schweppes and TBB) are very different tordgpiirements of local State
based customers. In particular, the large beverayaufacturers, which require
high volumes of PET bottles (upwards of 100 mil)iagpically receive bottle
deliveries in large volumes at facilities in muléstates, pursuant to a single
national contract. The requirements of each lasyetage manufacturing
facility are, however, typically met from the cles®ET bottle manufacturing
plant and are rarely delivered interstate.

The ACCC notes that while it may be appropriatedosider a broader
geographic market for the supply of PET bottletholarge beverage
manufacturers, HP has not been active in the sugddET bottles to such
customers. Accordingly, for the purposes of conangdethe impact of the
proposed acquisition, it is unlikely to be necegs$ar the ACCC to reach a
view on the geographic boundaries of competitiosupply large beverage
customers.

Markets for the manufacture and supply of rigid plastic containers less than 10
litres in size (excld PET)

Product Dimension

44,

The ACCC considers that rigid plastic containersdpced from polymers
other than PET, such as HDPE, polypropylgp®) @nd polyvinyl chloride
(PVC) are likely to be in a separate market from PHTisTs due to the
particular characteristics associated with PET sansad above which limit the
demand and supply-side substitutability of PETIbstwvith other rigid plastic



45.

46.

47.

48.

49.

containers. However, demand-side considerationsatelthat there may be a
degree of substitution between HDPE containerscanthiners manufactured
from other polymers (except PET).

The ACCC also considers that:

» rigid plastic packaging is in a separate markdietable packaging, such as
bags and pouches. Flexible packaging has diffetestacteristics to rigid
plastic packaging. It is light-weight, making itséar to transport and it does
not take up as much shelf space as products patkageid packaging.
Rigid and flexible packaging are also produced ery different machinery
limiting the potential for supply-side substitutiyi

= products produced from alternative rigid plastiainens, such as cardboard
or glass, are also unlikely to be in the same mageigid plastic
containers. Customers are unlikely to regard adttera rigid packaging
mediums as genuine alternatives given the unigaeacteristics of plastic
containers. In addition to differences in functililyaseparate packaging
forms are used to target different price points uedefore different
consumer groups. Further, there is unlikely toUggp$y/-side substitutability
between the manufacturing of cardboard, glass &asdip containers.

Plastic containers above 10 litres in size are abdikely to be in the same
market. Such containers are not substitutable trecustomer’s perspective
and the ACCC understands that containers of thesaie typically
manufactured using different equipment.

Rigid plastic containers include bottles, jars andtainers. Bottles are used to
package:

= cosmetic and personal care products (e.g. shampasturiser and sprays);
= food and beverage products (e.g. fruit juices,ydand oils);

» household products, including trigger sprays (eegergents, window
sprays, cleaning solvents); and

= industrial products, including trigger sprays (&lgemicals, paints,
pesticides).

Plastic jars and containers are also used to paat@gmetic and personal care
products (including creams, make-up, medicinal gpddod and beverage (e.g.
biscuits and dairy) and household products (e.grdents and garden
chemicals).

Rigid plastic containers can be manufactured veavbhoulding or injection
moulding. HDPE containers (the most common formigifl plastic containers)
are manufactured using a blow moulding processeutids process, a balloon
shape (parason) of molten plastic is released édfds clasped by a mould and
blown into a bottle or container shape. Market ings indicated that there is
some supply-side substitutability between the mactufe of HDPE containers
and other rigid plastic containers. For examplepBfles may be manufactured



on the same equipment as HDPE containers. The A&l€Cunderstands that
plastic containers for different applications camsgtimes be manufactured
using the same equipment although adaptations magduired, for example,
food grade resin is required for food and dairyl@pgons).

The ACCC invites comments from interested parties on the appropriate product
dimension of the market for the supply of rigid plastic containers.

The ACCC seeks further information (and where gassspecific examples) on

the extent to which customers may consider certgid plastic containers
(e.g. HDPE plastic containers) substitutable wahtainers manufactured
from other polymers, including PET; and

the extent of any limitations, including the teatalilimitations of
manufacturing equipment, which may prevent a seppl rigid plastic
containers used for one application (e.g. bevepéagtic containers) from
manufacturing rigid plastic containers to be usedahother application (e.qg.
dairy/food or personal care applications).

Geographic dimension

50.

51.

52.

53.

The ACCC'’s preliminary view is that it is approfggdo consider State based
markets for the manufacture and supply of rigicptacontainers.

The ACCC understands that due to the cost of fteglhtive to product value,
the majority of rigid plastic containers are salcctistomers in the same State in
which they are manufactured. The cost of freight] hence the extent to which
containers are transported between States willrakpe the weight and
whether the containers are stackable. The rigistiol@aontainers manufactured
by HP are closed head containers, that is, plaestitainers with a top and
which cannot be stacked inside each other.

However, market inquiries indicated that for somenuofacturers, rigid plastic
containers are manufactured in one State and shijgp@eet demand in
another State. This is particularly the case faaltan containers where the per
unit freight costs are lower. In this respect, A&CC notes that rigid plastic
containers are small in size, ranging from 20még&s than 10 litres, compared
to small industrial containers which range from2Bhtres, and rigid plastic
containers also have a higher product value reagwolume. The freight cost
of shipping rigid plastic containers and, in par& smaller plastic containers,
is therefore likely to account for a lower proportiof the value of the product,
compared to small industrial containers.

While Visy has a limited presence in the supplyigid plastic containers, Pact
manufactures rigid plastic containers in multiptat&€s. HP manufactures rigid
plastic containers at its facility in NSW and tteaser extent in Victoria.
Accordingly, the ACCC considers the relevant maslegt likely to be the
manufacture and supply of rigid plastic containersach of NSW and Victoria.

10



The ACCC invites comments from interested parties on the appropriate
geographic dimension of the market for the supply of rigid plastic containers.

The ACCC seeks further information (and where passspecific examples) on

* the extent to which rigid plastic containers aemsported interstate; and

D

» the freight costs associated with transportingdrastic containers interstats
and how these costs compare to the value of thaupto

Markets for the manufacture and supply of small indistrial plastic containers
between 10-25 litres in size

Product Dimension

54. Consistent with previous matters, the ACCC consideat there is likely to be a
separate market for the supply of small induspiastic containers, that is,
plastic cubes, jerry cans and water bottles betw@e?5 litres in size.

55. The ACCC understands that the significant pricerdjgancy between plastic
containers and tin containers limits demand-sidisttutability. On the supply-
side, the ACCC understands that different manufagjtequipment and raw
materials are used to manufacture small indugitgstic containers from those
used to manufacture containers using non-plasttenma¢s such as tin.

56. The ACCC also considers that plastic pails arekehfito fall within the same
market as plastic cubes, jerry cans and waterdsottinlike plastic pails, plastic
cubes, jerry cans and water bottles are all clbead containers which limits
demand-side substitutability with plastic pails {gfhhave open heads). In
terms of supply-side substitutability, the ACCC arslands that the equipment
used to manufacture plastic pails cannot easilyuf@@ture small industrial
plastic containers (i.e. closed-head containers).

Geographic dimension

57. The ACCC'’s preliminary view is that it is approfggado consider State based
markets for the manufacture and supply of smalligtidal plastic containers.

58. The ACCC understands that the majority of smalustdal plastic containers
are supplied to customers within the same Statéhinh they are manufactured.
The ACCC also notes that the products supplied Byak closed head small
industrial containers, this means that they arémesitable’ and therefore less
cost effective to transport than open head contsifgich as plastic pails)
which can be stacked.

59. While Visy is not present in the supply of smatluistrial plastic containers, the
ACCC understand that Pact manufactures and supgphiali industrial plastic
containers in NSW, Queensland and Victoria. HP rfetures small industrial
containers in Victoria and NSW. Accordingly, the @C considers that the
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relevant markets are likely to be the manufactmc supply of small industrial
plastic containers in each of NSW and Victoria.

The ACCC invites comments from interested parties on the appropriate
geographic dimension of the market for the supply of small industrial plastic
containers.

The ACCC seeks further information (and where passspecific examples) on

» the extent to which small industrial plastic con&as are transported
interstate; and

» the freight costs associated with transporting Emdustrial plastic container
and the relationship of those costs to the valud®product.

Markets for the manufacture and supply of plastic tosures

Product Dimension

60. Plastic closures are manufactured using the igectioulding process. They

61.

are used for the following applications:

(@) bottle closures (beverage and other closure cag)in
(b) caps for jars;

(c) caps for aerosols; and

(d) closures for drums, cubes and carboys.

Consistent with previous matters, the ACCC consideat there is likely to be a
single market for the supply of plastic closures.

Geographic dimension

62.

63.

The ACCC notes that due to the higher value to teigtio of plastic closures,
(compared to plastic containers and PET bottlesigrificant proportion of
plastic closures are imported into Australia. THeG'C also notes that plastic
closures are frequently transported interstate.

However, the ACCC considers that it is unlikelyponecessary to reach a
definitive view on the geographic scope of the fidadosures market given
LIR’s small presence in this market.

Statement of issues

64.

For the purposes of this Statement of Issues stk in this matter are divided
into two categories ‘issues that may raise contanus'issues unlikely to pose
concerns'.
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Issues that may raise concerns

The manufacture and supply of PET bottles to customersin New South Wales and
Victoria

65. The ACCC is concerned that the proposed acquisitiay substantially lessen
competition in the markets for the manufacture sungply of PET bottles to
customers in each of NSW and/or Victoria. The AGE€Considering the extent
to which the proposed acquisition would allow Vgyst acquisition to
unilaterally, or in coordination with Pact, incregwices for the supply of PET
bottles, or decrease the level of service providezlistomers of PET bottles, in
NSW and/or Victoria.

66. Visy is the largest supplier of PET bottles in dita (and also in Australia). Its
annual production and also its production capaigysignificantly larger than
all other manufacturers. Indeed, Visy’'s productapacity in Victoria is
substantially larger than the aggregate produatapacity held by all other
Victorian manufacturers of PET bottles combinecttathe second largest
manufacturer of PET bottles in Victoria (and als@ustralia). HP is the third
largest manufacturer of PET bottles in Victoriadabso in Australia).

67. Similar to the position in Victoria, Visy is thertgest supplier of PET bottles in
NSW, Pact is the second largest and HP is the khigest.

68. Market inquiries indicated that HP is an effectbaempetitor in the supply of
PET bottles in NSW and Victoria to those custonwath requirements of
around 50 million bottles or less per annum arghigmportant constraint on
Pact in this segment of the market.

69. The ACCC understands that the combined market siiaresy and Pact post
acquisition would be greater than 80% in each oN&hd Victoria.

70. The ACCC recognises that Visy has traditionallyugsed on large beverage
customers and has not competed closely with Hth&supply of PET bottles
to smaller customers. The ACCC expects that thiisats the differences in the
two parties’ production processes. The ACCC undads that the use of two
stage equipment is likely to make it difficult fdrsy to meet the requirements
of non-beverage PET bottle customers (for exantplmanufacture bottles with
wide mouths or non-cylindrical shapes) and, gileng¢conomies of scale
associated with two stage equipment, may also eetheccommercial
incentives on Visy to compete to supply smallet@orers.

71. HP operates both two stage equipment and single stguipment in Victoria.
However, HP has significantly less two stage egeipinthan Visy, and its two
stage equipment has a smaller number of cavitas Wisy's, reducing its
potential throughput. This limits HP’s ability tompete with Visy to supply
those customers with very large volume requirements

72. The ACCC notes CCA’s public statements that it plemmove to 100% self
sufficiency in PET bottle manufacture in Austraia2015. The ACCC expects
that this is likely to result in Visy (as CCA’s immbent supplier) having
significant excess manufacturing capacity. Whiie #xcess capacity relates to

13



73.

74.

75.

76.

77.

the operation of two stage equipment, the ACCC idens that the excess
capacity may increase Visy's incentives to undertstkorter production runs
and investigate what adaptations can be made teqii@ment and processes to
increase Visy's competitiveness in meeting the ireguents of smaller
customers. This may potentially increase the lefebmpetition between Visy
and HP.

The closest competitor to HP in the supply of PBTles in both Victoria and

in NSW is currently Pact. Like HP, Pact’'s PET besmis currently focussed on
supplying small to medium customers with stock anddstom bottles, using a
combination of single stage and two stage equiprfteatigh, as noted above,
Pact like HP, has significantly less capacity asged with its two stage
equipment than Visy).

As set out above, the ACCC is considering the lindésveen Pact and Visy and
the incentives on their respective principals tmpete. In the ACCC’s
preliminary view, Pact may not provide an effectivdependent constraint on
the merged firm and the proposed acquisition meoke or mute the potential
competition that currently exists between HP anct.Pa

In addition to Visy, Pact and HP, there are sevaraller manufacturers and
suppliers of PET bottles in Victoria including QixaBlow Moulders (QBM),
and Synergy. QBM also manufactures non-PET rigidtd containers. In
NSW, the smaller PET manufacturers and suppliesde Power Plastics,
Cingplast and Sangraal. Power Plastics and Samgjsmamanufacture non-PET
rigid plastic containers. The ACCC notes that ate#l entity of Pact has a
partial shareholding in Cingplast.

These suppliers, however, have substantially lepaaty than Visy, Pact and
HP, the ACCC expects that they would not be abladet the volume
requirements of new customers without expanding tapacity (this is
discussed in barriers to entry and expansion below)

The ACCC invites comments from interested partieshe potential
competitive constraint likely to be imposed on Visythe supply of PET bottles
in NSW and/or Victoria post acquisition.
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The ACCC invites comments from interested parties on the potential competitive
congtraints likely to be imposed on Visy post acquisition in the supply of PET
bottlesin each of NSW and Victoria.

The ACCC seeks further information (and where padssspecific examples) on

the competitive constraint likely to be provided®Pgct on Visy in the supply
of PET bottles in NSW and Victoria post acquisit{@and vice-versa);

tenders or other supply opportunities where Visy Bact submitted
competing offers;

tenders or other supply opportunities won by smallgpliers in Victoria and
/ or NSW, in competition with Visy, Pact or HP ath@ proportion of total
tenders/supply opportunities for which smaller digop are a competitive
constraint;

any difficulties faced by smaller manufacturers@turing contracts to suppl
some or all of the requirements of larger customeard

<

customer willingness to split contracts across ntioa@ one supplier.

Barriers to entry and expansion

78.

79.

Market inquiries indicated that there is a readsilability of machinery for the
manufacture and supply of PET bottles and thisletively inexpensive,
particularly when purchased second hand. Markeiggaaints also suggested
that a new entrant may be able to commence operati@ small scale and
incrementally increase production capacity as ecustovolumes are obtained
over time.

However, information received by the ACCC indicatiedt the threat of new
entry may be unlikely to provide an effective coastt on the merged firm and
Pact. In particular, market inquiries suggestedt tha

= considerable time would be required for a new ent@build up the scale
of production required to be an effective competitosuppliers such as the
merger parties and Pact, and also to obtain théa#®pn required to secure
contracts to service large customers with significantestable volumes;

= the total costs involved in establishing a PET niacturing plant are
significant. In addition to the costs of acquirihg actual injection blow
moulding machines necessary to manufacture PETebpthere are a
number of other pieces of equipment which woulddagiired (e.g.
conveyors, robots etc) as well as the lease orisitiqn of a suitable site;
and

* in addition to the start-up costs involved, a netvant would need to secure
staff with skills and experience in blow mouldifdarket inquiries
indicated that it may be difficult to obtain sudhf§and, in particular, staff
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80.

81.

82.

83.

84.

with the technical skills necessary in order toigilesnoulds and maintain
blow moulding machinery.

The ACCC notes there are examples of successgdtiop blow moulding
businesses manufacturing PET bottles being builbupe past 10-15 years
such as Synergy (in Victoria) and Power PlasticdNGW). These businesses
typically evolved from the acquisition of the blamoulding assets of smaller
companies and the associated customer relationahgpstaff.

Market inquiries indicated that current conditi@me unlikely to favour new
entry. In particular, the technical and commerggjuirements of larger
customers have increased in terms of assuringtgualntrol and security of
supply from their packaging suppliers. These rexquents are likely to make
larger customers more reluctant to switch and nh&y lze difficult for a new
entrant to meet in its initial stages of operation.

Further, as discussed above, Visy is expectedve significant excess capacity
as a result of CCA'’s decision to move to in-hougd Bottle supply. This
excess capacity may provide Visy with an incentovevestigate potential
adaptations to its existing two-stage equipment@ondesses, broadening the
range of customers that Visy is capable of suppglgind potentially creating a
strategic barrier to entry.

The ACCC considers that the barriers to expansiay Ioe lower than the
barriers to entry given the ability of smaller m&aiurers to incrementally
expand their capacity in response to securing nestomer contracts. Market
inquiries indicated that suppliers and in particgiaaller suppliers are capable
of tendering for a customer’s volume requiremennitsrgo having the capacity
to serve the customer’s requirements. The sucddssiders would have to
acquire a new machine (likely to be a single stagé&)e period before supply
commences.

The ACCC is continuing to investigate the extenwvtoch small suppliers
would be able to expand capacity in response toal $ut significant increase
(SSNIP) in the price of PET bottles. The ACCC'’s prelimipaiew is that such
expansion is unlikely unless this is sponsored bystomer whose
requirements are sufficient to underwrite the sigpjsl investment. This is
addressed in the section on countervailing powenediately below.
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The ACCC invites comments from interested parties on the likelihood of entry
and expansion in the manufacture and supply of PET in Victoria and/or in
NSW

In particular, the ACCC is seeking information t&lg to the extent to which the
significant excess capacity expected to be heldiby (following CCA'’s
decision to move to in-house production) will ceeatstrategic barrier to entry in
Victoria and/or NSW.

Countervailing power

85.

86.

87.

88.

89.

The ACCC is considering the extent to which custenoé PET bottles in NSW
and Victoria hold countervailing power due to tihdity to bypass the merged
firm and Pact by either setting up in-house martufagy or sponsoring new
entry or expansion.

There are a number of options available to custeseeking to manufacture
their own PET bottle requirements. One of the cbeaptions is for a customer
to acquire blow moulding equipment and to purchihsgreforms from either a
domestic manufacturer (such as Visy) or on thetigonal market. Under this
model, the customer is effectively carrying out s$eeond stage of the two stage
PET manufacturing process described in the masdatition section above.

The ACCC understands that as preforms are mucHesmtizn blown PET
bottles with consequently lower freight costs, istate and, indeed,
international delivery of preforms is commercialigble.

The manufacture (including the self-manufacturelp&f bottles involves
significant economies of scale and market inquinegcate that self
manufacture is more likely to be commercially veabdr large customers.
However, market inquiries indicated that even farse customers with
relatively small volume requirements, potentiakylaw as 5-10 million bottles
per annum, the capital expenditure involved inisgtip self manufacture may
be recovered within a relatively short period afei

A customer’s incentive to switch to in-house maotifee will, however, also
depend on whether the customer’s requirementsdeciularge range of
different container types and/or configurationsa fustomer uses only a single
bottle or a small range of bottles, the customeuld/be able to use the same
mould and avoid the cost and down time incurredsimg and switching
between multiple moulds. Therefore in-house martufacvould be likely to be
economic at a lower total level of demand for thasstomers.

Market inquiries indicated that even for those costrs with requirements
sufficient to justify the initial capital expendrty there were other factors which
may reduce their incentive to self-manufacture.t@Quers would be required to
source staff with the expertise to maintain blowulding equipment and
change the moulds (although where the customegignements are
straightforward, the customer may be able to cohtréth the Australian
distributor of the equipment or a design consultargrovide such services). A
number of market participants indicated that they not be interested in self
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90.

91.

92.

93.

94.

manufacture even if it was commercially viable #imely were able to obtain
staff as it would remove their focus from theiredusiness.

The ACCC is also considering the incentives onarst's to sponsor new entry
or support the expansion of an alternative PET Iseipip response to a SSNIP.

Market inquiries indicated that while customers Wiaypically be unwilling to
sponsor a new entrant given the uncertainty akg associated with using an
untested supplier, customers would be more likelsponsor expansion by a

small manufacturer.

However, while some customers were willing to sporexpansion by a smaller
supplier, other customers considered that the smalippliers lacked the
technical and management skills necessary to sufigosupply of large
volume requirements. Some larger customers coregidbat there were greater
risks involved in securing supply from a supplidrieh had significantly less
capacity and also had concerns that smaller supplieuld be unable to have
the necessary expertise in order to work with thefurther develop and
improve the packaging (for example, to make chatgegcrease the weight of
the bottle).

The ACCC is seeking further information on the exte which customers may
be able to constrain the merged firm by switchmgthouse manufacturing or
sponsoring expansion by the smaller suppliers.

The ACCC'’s preliminary view is that self-manufae&umay be commercially
viable for customers with relatively small volunegjuirements, potentially
providing these customers with countervailing pawtwever, the ACCC is
seeking further information on the extent to whiattors other than volume
requirements may influence customers’ decisiorsetbmanufacture PET
bottles and hence the extent to which they coulgirain the merged firm by
credibly threatening to move to in-house manufactfrPET bottles.
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The ACCC invites comments from interested parties on the likelihood of PET
customersin Victoria and NSW exercising countervailing power by moving
their manufacturing in-house or alternatively supporting or sponsoring the
entry or expansion of smaller suppliers

In particular, the ACCC is seeking information (amidere possible, specific
examples) relating to:

» the likely per unit cost associated with small saathouse PET bottle
manufacture;

e any additional ongoing costs associated with insed@ET manufacture,
including obtaining suitably experienced staff; and

* the minimum volume of PET bottles that may be resgiby a customer
before it can viably vertically integrate (and whneatsuch a minimum scale
only applies to customers that require a small easfgottle types or Stock
Keeping Units (SKUSs));

» the proportion of total demand for PET bottlesacleof Victoria and NSW
which is accounted for by customers with the aptfit credibly threaten to
self-manufacture their PET requirements; and

« the value of additional PET supply opportunitiestth manufacturer would
need to secure to profitably expand production ciéypay purchasing new
equipment.

The manufacture and supply of rigid plastic containers (non PET) to customersin
New South Wales

95.

96.

97.

The ACCC is concerned that the proposed acquisitiay substantially lessen
competition for the supply of rigid plastic contaia to customers in NSW. The
ACCC is considering the extent to which the proplasequisition would allow
Visy post acquisition to unilaterally, or in coandtion with Pact, increase
prices for rigid plastic containers, or decreaselével of service provided to
customers of rigid plastic containers, in NSW.

The ACCC notes that Pact is currently the largestufacturer and supplier of
rigid plastic containers in NSW by a very signifitanargin. HP is the second
largest manufacturer and supplier of rigid plastiatainers in NSW but the
ACCC understands that HP manufactures significdefly than Pact.

As set out above, the ACCC is considering the lindgdsveen Pact and Visy and
the incentives on their respective principals tmpete. In the ACCC’s
preliminary view, Pact may not provide an effectivdependent constraint on
the merged firm and the proposed acquisition meyoke or mute the potential
competition that currently exists between HP anct.Pa
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98.

99.

100.

101.

102.

There are some alternative manufacturers of rifadtig containers in NSW
each operating multiple extrusion blow moulding maes including Cingplast
and Power Plastics, both of which also manufacncesupply PET bottles.

Similar to the position in respect of the supplyP&T bottles in NSW and
Victoria, these firms have significantly less capato manufacture rigid plastic
containers than Pact or HP. However, as is alsodke with the supply of PET
bottles, these manufacturers can expand increnheirtaksponse to customer
demand.

Customers’ views on the suitability of the sma#lappliers, and hence the
competitive constraint they are likely to provide Bact and the merged entity,
appear to depend on the size and the volume regeires of the customer
concerned. Smaller customers indicated a willingriesource supply from the
smaller manufacturers of rigid plastic containarg] indeed in many cases
indicated a preference to do so while some largstotners expressed
reluctance to source more than a small proportidhear requirements from a
smaller manufacturer. These concerns, which wer@muersally held by
larger customers, were connected to security gblguand the ability of the
manufacturer to work with the customer to improesign and efficiency.
Market inquiries also indicated that larger custmsyage more likely to require
custom packaging which may be more difficult to mfacture than generic
packaging.

The ACCC understands that customers and, in p&atitarger customers, can
incur significant switching costs when moving toeaw untested supplier,
particularly in the food, beverage and pharmacalindustries. Testing plastic
containers for quality and durability involves siigant resources on the part of
the customer and new suppliers may also find ficdift to meet these
requirements.

The ACCC considers that these factors may limitathiéty of the smaller
manufacturers of rigid plastic containers to prevaédconstraint on the merged
firm and Pact post acquisition.
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The ACCC invites comments from interested parties on the potential competitive
constraint likely to be imposed on Visy by Pact and by smaller manufacturers of
rigid plastic containers (non PET) in New South Wales:

The ACCC seeks further information (and where passspecific examples) on

e tenders or other supply opportunities won by smallgpliers, in competition
with Pact or HP and the proportion of total tentingply opportunities for
which smaller suppliers are a competitive constraind

» the value of additional supply opportunities thaugaplier would need to
secure to profitably expand production capacitypbychasing new equipment.

Barriers to entry and expansion

103. Market inquiries indicated that there is a readsilability of equipment
necessary for the manufacture and supply of ritadtiz containers and this is
relatively inexpensive, particularly when purchasedond hand.

104. The ACCC understands that the price of this equignsecomparable to the
equipment used to manufacture PET bottles. Mar&egiqgipants also suggested
that a new entrant may be able to commence operati@ small scale and
incrementally increase production capacity as eastosolumes are obtained
over time.

105. However, while the capital costs of acquiring ot@bmoulding machine and
tooling costs (the purchase of the moulds) mayoedignificant, the ACCC
understands that this would allow a new entrapiréaluce only a limited
volume and range. Such a new entrant would nobleeta meet the needs of
many customers and therefore would be unlikelyrtwigde a meaningful
constraint on the merged firm and Pact.

106. The ACCC considers that it would take a new entaacdnsiderable amount of
time before it is able to build up the scale reggito compete with the merged
firm and Pact. Market inquiries indicated that rgpion and experience was a
significant factor and that smaller suppliers woundgbd to be in the market for a
considerable period of time before many customengladvconsider sourcing
their plastic container requirements from them.

107. The substantial production capacity held by Padt$W, and across the
country as a whole, may also deter potential netwyen

108. The ACCC is seeking further information and comnenthe barriers to entry
to the manufacture and supply of rigid plastic edmers.

109. The ACCC considers that the barriers to expansiay lbe lower than the
barriers to entry given the ability of smaller méauiures to incrementally
expand their production in response to new cust@oetracts.
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Countervailing power

110.

111.

112.

113.

114.

115.

The ACCC is considering the extent to which custeneé rigid plastic
containers hold countervailing power due to thbility to bypass the merged
firm and Pact by either setting up in-house martufacor by sponsoring new
entry/expansion.

In-house manufacture of rigid plastic containersildonvolve the customer
acquiring the necessary equipment (typically midtgxtrusion blow moulding
machines and associated tooling and machinerypequiring the necessary
resin (such as HDPE or PVC).

The ACCC is aware of examples of companies thag lsav up their own in-
house manufacturing facilities.

Similar to the position with the in-house manufaetaf PET bottles, customers
indicated that given the significant capital expame, substantial scale is
required to make the investment worth while. Maikguiries also indicated
that even if a customer did have the requisiteesitajustify the capital
expenditure, the customer may be reluctant to rsakh an investment as it
would be a diversion from their core business #gtand would also involve a
degree of technical expertise.

The ACCC is also aware of some large customerssgping expansion by
smaller suppliers rather than contracting with RadiP. However, the ACCC
notes that the extent to which a customer couldsmoexpansion will depend
on the size of the customer and the customer’'sweltequirements (due to the
capital costs involved).

Market inquiries also indicated that customersiaecesasingly adopting dual-
sourcing agreements, in part due to the risk tastipply chain of using only
one supplier and in part to sponsor smaller manuifexs. The ACCC is seeking
more information on the extent to which such sgigte would provide the firms
employing such strategies with countervailing buy@wer.

The ACCC invites comments from interested parties on the competitive
constraint provided by in-house manufacture of rigid plastic containers and the
ability of customersto sponsor expansion by smaller suppliers

The ACCC seeks examples or estimates of:

the cost of establishing an in-house operationifermanufacture of rigid
plastic containers;

the minimum efficient scale required to commenchonse manufacture of
rigid plastic containers;

the proportion of total demand for rigid plastictaners in NSW accounted
for by customers with the ability to credibly thtea to self-manufacture their
rigid plastic container requirements; and
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large customers sponsoring the expansion (or nény)esf a smaller rigid
plastic container manufacturer.

Imports

116.

117.

118.

119.

Market inquiries indicated that importing emptyidiglastic containers is
unlikely to be a viable alternative to domestic@ygdor most customers. This

is due to the cost of transport, particularly whewatainers are not nestable and
importation would require the transport of emptasg Potential risks to the
supply chain as a result of long lead times antscassociated with managing
large shipments also limit the competitivenesswgiorts.

The ACCC understands that imports of rigid plastintainers are limited to
containers up to 500 ml in size (due to the freaydt, only very small
containers are competitive with domestically mantifeed product) or
speciality or unique containers which are not aldd in Australia.

However, market participants indicated that filledished product (as opposed
to empty rigid plastic containers) is often impdrees this may be cost
competitive.

The ACCC considers that imports of filled product anlikely to provide a
direct constraint on the merged firm. Given thatkaaing represents only a
small fraction of total product value, manufactgrare unlikely to shift their
production offshore in response to an increaskamtice of packaging. While
filled product may provide an indirect constraithirOugh customer switching
between imported filled product and locally mantdiaed and filled product),
the constraint is likely to be weak given the srfralttion of total product value
represented by packaging costs.

The manufacture and supply of small industrial plastic containersin New South
Wales and Victoria

120.

121.

122.

The ACCC is concerned that the proposed acquisitiay substantially lessen
competition for the supply of small industrial glasontainers to customers in
NSW and/or Victoria. The ACCC is considering théeex to which the
proposed acquisition would allow Visy, post acdiosi, in coordination with
Pact, to increase prices for small industrial ptasbntainers, or decrease the
level of service provided to customers of such aitrs in NSW and Victoria.

Small industrial plastic containers (between 10#28s in size) include plastic
cubes, jerry cans and water bottles. These comtaamre used for a range of
purposes including in pharmaceutical, petrochenaodl agricultural
applications.

HP is the second largest manufacturer and supgfliemall industrial plastic
containers in NSW. While Visy does not manufactmall industrial plastic
containers, the ACCC understands that Pact iswilyréne largest supplier of
small industrial plastic containers in NSW. The ATGnderstands that
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between them, HP and Pact are expected to acamuapproximately half of
the supply of small industrial plastic containgr$\iSW.

123. Similar to the position in NSW, the ACCC understtitht Pact is currently the
largest supplier of such containers in Victoria. i3 lower sales of small
industrial plastic containers in Victoria than @e$ in NSW but between them,
Pact and HP are expected to account for approxiynaddf of the sales of small
industrial plastic containers in Victoria.

124. There are a range of other alternative suppliessvadll industrial plastic
containers in NSW and Victoria including PB PackagiA&J Australia,
Cospak and Class Plastic. The ACCC understandshatvitching costs for
customers of small industrial plastic containei®25 litres) are likely to be
less than for customers of rigid plastic containassgeneric rather than
proprietary moulds are typically used for the maatiire of such containers.

125. The ACCC is seeking more information and commenthencompetitive
constraint imposed by the other manufacturers @fllsmdustrial plastic
containers in NSW on the merged firm.

The ACCC invites comments from interested parties on the potential competitive
constraint likely to be imposed on Visy post acquisition in the supply of small
industrial plastic containersin NSW and Victoria:

» the competitive constraint expected to be provioe&@act on Visy (and vice-
versa), post acquisition on the manufacture anglgugd small industrial
plastic containers in NSW and Victoria;

» the ability of customers of small industrial plastbntainers to switch, or to
credibly threaten to switch, to manufacturers othan Pact and Visy in
response to a small but significant price incrdasthe merged firm; and

» the value of additional supply opportunities thgugaplier would need to
secure to profitably expand production capacitpbychasing new equipment.

Barriers to entry and expansion

126. The ACCC considers that the barriers to entry aqéesion into the small
plastic industrial container market are likely ®dmilar to the barriers to entry
to the rigid plastic container market, as both sypecontainer are typically
manufactured using a blow moulding process.

Countervailing power

127. The ACCC is considering the extent to which custenoé small industrial
plastic containers (such as petrochemical, pharati@e¢ and agricultural
companies) are able to bypass local suppliers taypkshing in-house
manufacturing or sponsoring new entry.
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128. The ACCC notes that while it may be commerciallgble for certain customers
of PET bottles (and potentially rigid plastic cants) to have the ability to
manufacture bottles or containers in-house, thisigkely to be the case for
small industrial plastic containers, due to the iamumes in which they are
traded. The ACCC considers that in light of theitzgosts of setting up a
manufacturing facility, the high degree of expertisquired and the low
volumes that customers generally require, manufcismall plastic industrial
containers in-house is unlikely to be a viablerakve.

129. Customers of small industrial containers could atgrssponsoring new entry,
or expansion by an existing supplier. However, raankquiries indicated that
this is only likely to be an option for customerghnlarge volume requirements,
sufficient to underwrite the capital costs assedatith entry and expansion.

130. The ACCC is seeking further information and comnanthe competitive
constraint imposed by the in-house manufacturenaiilsndustrial plastic
containers and the ability for customers to sponser entry or expansion.

The ACCC invites comments from interested parties on the ability of customers
to bypass the merged firm and Pact:

The ACCC seeks:

* examples or estimates of the cost of establishinig-daouse operation for the
manufacture of small industrial plastic contairemsl the minimum efficient
scale for such an operation; and

» examples of large customers sponsoring the expalfsicnew entry) of a
smaller small industrial plastic container supplier

Imports

131. Market inquiries indicated that closed head indaktontainers (between 10-25
litres) in size are not cost effective to imporeda their bulkiness and because
they cannot be stacked within each other. Freightscare significant and
imports are not competitive relative to locally méactured product. In
addition, the ACCC understands that customers baneerns with lead times
and potential supply chain risks associated witharted product.

Issues unlikely to pose concerns

132. The ACCC considers that the proposed acquisitiemi&ely to pose
competition concerns in respect of the followirnguiss. However, the ACCC
will accept submissions from interested partiesh@se issues and will further
consider potential competition issues if it conssddat such an assessment is
warranted.

The manufacture and supply of rigid plastic containersin Victoria
133. The ACCC considers that the proposed acquisitiemigely to substantially

lessen competition in the supply of rigid plastimtainers in Victoria.
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134. While Pact (but not Visy) has a significant preseimcthis market, HP has very
minimal production of rigid plastic containers inctoria.

Ability and incentive to foreclose competition

135. While the proposed acquisition extends Visy’s mitf by increasing its
presence in the supply of rigid plastic contairaard small industrial plastic
containers, the ACCC considers the proposed atguiss unlikely to increase
Visy’s ability to foreclose competition by bundlig tying PET bottles or
plastic containers with other packaging products.

136. Market inquiries have not indicated any specifiersrios in which Visy alone,
or in combination with Pact, would be likely to ioge conditions on the supply
of packaging products to the detriment of comptiti

137. The ACCC notes that many market participants pwehleir packaging
requirements from multiple suppliers and the ACG@arstands that even
within a particular product category, there is@eréasing tendency of
customers to adopt dual-sourcing arrangements.pradice (and the
underlying incentives on customers to adopt suctesiies) may decrease the
ability of Visy to foreclose such competition.

The supply of plastic closures,

138. As set out above, if the proposed acquisition pedseVisy will also acquire
LIR, a very small plastics closure business. The&C&hotes that Visy does not
currently supply plastic closures but notes that Ras a plastic closure
manufacturing business.

139. The ACCC considers that competition concerns aligaly to arise in this
market given LIR’s small presence in this market dne to the availability of
imports.

The acquisition of PET and HDPE resin

140. Both Visy and HP (as well as Pact) acquire PETHDEE resin. The vast
majority of PET and HDPE resin is imported in bfrtkm overseas.

141. Based on market inquires the ACCC considers tleaptbposed acquisition is

unlikely to pose substantial competition concemeeiation to the acquisition
of PET and HDPE resin.

ACCC's future steps

142. The ACCC will finalise its view on this matter afteconsiders market
responses invited by this Statement of Issues.

143. The ACCC now seeks submissions from market paditgon each of the
issues identified in this Statement of Issues andry other issue that may be
relevant to the ACCC's assessment of this matter.
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144.

145.

Submissions are to be received by the ACCC no taterl5 March 2012 The
ACCC will consider the submissions received from imarket and the merger
parties in light of the issues identified above ald] in conjunction with
information and submissions already provided bypihies, come to a final
view.

The ACCC intends to publicly announce its finalwiey 22 March 2012
However the anticipated timeline may change in \uith theMerger Review
Process Guidelines. A Public Competition Assessment for the purpdse o
explaining the ACCC's final view may be publishetldwing the ACCC's
public announcement.
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