NON-CONFIDENTIAL VERSION

Pacific National

Position Paper on the GrainCorp/AWB Joint Venture

1.

Executive Summary

In broad terms, Pacific National's position on the proposed AWB/GrainCorp joint venture is as
follows:

(a) Pacific National does not oppose authorisation of the joint venture.

(b) Pacific National agrees that:
(i) substantial inefficiencies exist in the grain supply chain; and
(i1) these inefficiencies should be addressed.

(c) Pacific National has concerns about whether the joint venture will of itself be able
to achieve many of the benefits and efficiencies claimed by AWB and GrainCorp;
and

(d) Pacific National believes the joint venture gives rise to potential competitive
detriment which needs to be addressed through appropriate safeguards in relation to
transparency, objectivity and ringfencing if the Australian Competition and
Consumer Commission ("Commission") is to authorise the joint venture.

Background material - presentation to ACCC

On 25 November 2004, Pacific National made a presentation to the Commission setting out its
views on the grain supply chain. A non-confidential version of this presentation has been
provided to the Commission.

Assessment of claimed benefits/efficiencies

[CONFIDENTIAL]

Safeguards sought by Pacific National

Overview

Pacific National seeks three conditions be put on the authorisation to address the potential for
competitive detriment;

(a) competitive neutrality for service providers to EGL,;
(b) transparency and objectivity in selection criteria for service providers to EGL; and
(c) ringfencing of commercially sensitive third party information within EGL.
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Concerns arising under Joint Venture Shareholders Agreement

Under the Joint Venture Shareholders Agreement, a number of concerns arise. Two examples
are:

(a) service providers, including rail providers, are to be selected on the basis of terms in
confidential Schedule 1. This schedule is confidential and therefore unknown to
third party service providers, but known to joint venture participants who may, if
they so choose, compete with third parties for the provision of services to EGL; and

(b) the ring-fencing provisions appear to only protect AWB information being
disclosed to GrainCorp and vice versa.. Third party information is not protected, so
that EGL. would be able to reveal, for example, confidential third party information
it obtains to AWB and GrainCorp.

In order to address these concerns, Pacific National would like to see the Commission put
conditions on its authorisation of the joint venture as set out below.

Competitive neutrality

Pacific National believes that competitive neutrality should be maintained by the
AWB/GrainCorp joint venture.

By competitive neutrality, we mean that neither AWB nor GrainCorp should enjoy a
competitive advantage over competitors or potential competitors in the provision of grain
supply chain logistics services (such as rail haulage) to EGL by virtue of their position as
shareholders of EGL.

Ring-fencing and confidential information

Pacific National is of the view that authorisation of the joint venture should be conditional
upon the setting up of appropriate ring-fencing arrangements designed to protect third party
information.

Naturally there is an inherent problem with disclosure to the board of EGL given common
directors with its shareholders.

The ning-fencing arrangements should be designed to protect both:

(a) confidential information disclosed by third parties to EGL in negotiations or tender
for the provision of services to EGL; and

(©) confidential information collected by EGL in the performance of a service contract
between EGL and a third party service provider.

External disclosure by EGL should be prohibited with limited exceptions for, for example,
disclosure to external consultants or advisors provided they are not also consultants or advisors
to AWB or GrainCorp. There is a particular concern here if certain services, such as legal or
accounting services, are to be provided to EGL by its shareholders, that third party
commercially sensitive information be quarantined from shareholders; and

In terms of internal disclosure, disclosure should be limited to individual officers or employees
of EGL, and withheld from any individual officer or employee of AWB or GrainCorp who
does not have a legitimate interest in EGL’s business. Relevant safeguards would need to be in
place in terms of transferring and seconded employees.
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Appropriate exceptions could be made if required for the purposes of negotiating or
administering service contracts, but only to the extent necessary to do so.

4.5 Objectivity and transparency

Conditions must be imposed to ensure that EGL does everything necessary to ensure that it
deals with third parties and shareholders on a fair and non-discriminatory basis.

To this end, conditions of the authorisation should be that:

(a)

(b)

()

(d)

(e)

EGIL will not make any decision or act in any manner that unfairly discriminates in
favour of its shareholder, or unfairly discriminates against any third party
competitor of the shareholders in relation to the terms or conditions on which
services are provided to EGL;

in performing their functions, the relevant officers of EGL must not have regard to
the interests of their shareholders in such a way that is unfair to the interests of third
party service providers;

criteria must be established by EGL on which it will choose service providers.
These criteria must be publicly available and all decisions as to choice of service
providers must be made by EGL based on these stated criteria and no other criteria;

safeguards should exist to ensure these criteria are drafted objectively and not in
such a way as to prevent or hinder a third party from competing with one of the
shareholders;

EGL must deal with third parties in the same way as it deals with its shareholders
and if shareholders have access to any relevant information, then that information
must also be provided to third parties.
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