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Annexure A 

CBH Response to issues raised by interested parties 

Impact on competition 

1 Road transport providers that are not successful tenderers under the 
proposed Grain Express system will be 'shut out' of grain collection in 
Western Australia. This will result in a substantial lessening of 
competition, particularly if contracts with the successful tenderers are 
for long periods. 

1 .I This proposition is incorrect for four main reasons: 

(0 as an acquirer of road transport services, CBH's interests are best 
served by promoting competition in transport markets. CBH has no 
incentive to "shut out" road transporters because doing so would 
reduce CBH's options in future years; 

(ii) transport from Domestic Outturn sites to end user destinations is still 
open for competition. CBH estimates the size of this sector to be in 
vicinity of 1,000,000 tonnes; 

(iii) the current arrangements for freight contracting proceed under 
industry agreements that are struck following a tender process, so 
even if such a criticism is valid (which CBH denies), it could equally 
be levelled in relation to the current market structure; and 

(iv) in any event, road transport operators are not "shut out". CBH will be 
likely to acquire from more than one carrier in each zone. Growers 
also contract with road operators to haul to CBH sites. Opportunities 
for carriers will remain. 

1.2 The tender system provides a regular opportunity for competition to occur on 
export road contracts. This will continue under Grain Express. There is also a 
significant spot market for domestic outturns and movements between CBH 
sites. This is likely to continue, and to provide all road transporters (in addition 
to the successful tenderers) with opportunities to compete for grain collection. 
At present, all major export road contracts are tendered (currently AWB Ltd 
(AWB), Grainpool Pty Ltd (GPPL) and CBH). Grain Express will have a neutral 
effect on road transporters in this regard. 

1.3 This proposition has been advanced by a marketer, not a road carrier. Road 
carriers should (and quite likely do) have real concerns regarding the viability of 
their businesses if the freight task is fragmented between marketers that are 
not in a position to guarantee volume to any carrier. Sustainability for road 
transporters is a serious issue. Many carriers have experienced financial 
hardship in recent years, an effect which is often related to drought-affected 



contract task. Grain Express will offer regular competition through the tender 
system, and will also provide certainty of volume and revenue that will enable 
carriers to invest in trucks and their maintenance. 

1.4 With the escalating cost of capital, it is contractors that are seeking fixed term 
agreements and volume commitments. Under a fragmented structure 
suggested by this proposition, already marginal businesses would struggle to 
cope. The uncertainty of revenue and increased risk assumed by carriers 
would be likely to result in distress costs and a less effective, less efficient road 
transport industry. 

1.5 CBH intends to promote a sustainable but competitive business environment 
for road carriers. All contracts with road transporters are, and will continue to 
be, performance-based, and contain an exit clause for carriers to ensure that 
they are not locked into unprofitable arrangements. 

2 National rail providers are effectively prevented from negotiating 
contracts in Western Australia to move grain on the standard gauge 
network. 

2.1 This proposition is not supported by any substantial evidence or analysis. 

2.2 Grain Express is neutral as to the identity of transport providers. As a 
contracting party with no transport assets, CBH's interests are served by 
adopting the most efficient and sustainable solution for the task. If that 
involves contracting with national providers to move grain on the standard 
gauge, then that is what CBH would be likely to pursue. 

2.3 The majority of grain movements in Western Australia have been on the 
narrow gauge because the narrow gauge connects a substantial proportion of 
the Western Australian wheat belt. If national rail providers restrict themselves 
to the standard gauge, they will be unable to perform most of the task. 

2.4 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

2.5 To the extent that this proposition opposes the concept of network pricing, it 
misunderstands both the importance of the narrow gauge network to the 
current supply chain and the level of support for the network's survival. 

2.6 The current supply chain structure involves a long term industry contract which 
provides certainty and encourages investment. Major export rail contracts tend 
to have long terms and operators often seek terms of 5 or 10 years due to the 
extent of capital investment required (currently by AWB, GPPL and CBH). 

As the Western Australian Government has concluded, the current policy of 
pricing rail freight on a network basis provides a significant benefit to the 
Western Australian grain industry. Network pricing ensures that rail freight 
prices on narrow gauge are set at a level that encourages a flow of grain to the 
network. The long term sustainability of the narrow gauge track (and by 
extension, efficiency of CBH's storage network) relies on volumes being 
retained on those line sections. Significant social and environmental benefits 
flow from a fully functioning narrow gauge network. The narrow gauge network 



minimises the volume of grain transported by road. Reduced road transport 
reduces road maintenance costs and increases road safety, particularly in rural 
communities. 

2.8 In assessing the extent of any alleged subsidy CBH in running its network 
should be entitled to consider the overall costs to all its sites, and the impact on 
growers in general. Any solution which raises the costs of 70% of grain moving 
through the rail system could result in large areas of the Western Australian 

fx wheat belt becoming unviable and a reduction in export tonnages of grain. 7 
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2.9 CBH has explored options from rail providers other than ARG on the standard 
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gauge lines. 
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L'.! + 2.10 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

9 fi 2.1 1 The withdrawal of Pacific National Pty Ltd from the eastern states grain supply 
"3 chain, and subsequent government assistance has illustrated the lack of $2 PJ z2 alternatives for grain rail supply chains. 

e, 2.12 CBH intends to explore competitive alternatives on each anniversary of the 
existing ra~l  contract. If a real alternative solution is provided in the future, CBH 
intends to consider the merits of a competitor to ARG through a tender and 
assessment process. 

2.1 3 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 
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3 The Grain Express proposal limits the ability of grain traders to trade 
in the secondary grain accumulation market. For instance, the Grain 
Express proposal does not explain how costs will be charged for 
intra-system trades between buyers. 

3.1 The first sentence of this proposition is untrue. Grain Express will have no 
detrimental effect on the ability of grain marketers to trade in secondary grain. 
In fact, the increased transparency of costs and access to information under 
Grain Express is likely to have a positive effect on the ability of grain traders to 
trade in the secondary grain accumulation. We note that this assertion is not 
supported by any examples of information. 

3.2 The deregulation of coarse grains has already caused a large increase in grain 
transfers between parties in the secondary grain accumulation market. It is 
dependant on market conditions of the particular year. CBH expects an 
increase in transfers in coming harvests. Providing certainty as to the 
entitlement location and freight costs is critical to providing a stable trading 
environment. Wheat traded on the Chicago Board of Trade has a nominated 
point of entitlement. Likewise, development of an Australian trading market is 
dependent on certainty as to location and hidden costs. 



3.3 The CBH board is presently considering the applicable charges for the coming 
season. The proposed charges for transfers between marketers are explained 
below. 

3.4 This year, it is proposed that the Bulk Transfer Fee is charged on a per tonne 
fee. Figure 3.2 below outlines the proposed CBH Grain Operations fees and 
compares them with those currently being offered by other bulk handlers. 

Figure 3.2 

4 Under Grain Express, domestic users of grain wi l l  incur higher 
transport costs when purchasing grain 'out of port zone'. 

4.1 CBH disagrees with the assertion that there will be higher transport costs for 
movements out of port zone as a result of Grain-Express. Freight costs for an 
out of zone movement are unlikely to impacted by Grain Express. 

4.2 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

4.3 CBH suspects that this concern stems from a specific issue that has arisen 
between CBH and Milne Feeds. The facts giving rise to that issue are 
relatively rare and affect only a small proportion of the grain task. CBH can 
only find evidence of one movement in its system of 101 tonnes of Lupins from 
Geraldton to MGC for Milne's in 2003. CBH is in the process of resolving 
Milne's concern and is not aware of any evidence that Milne's specific issue 
has any application to the future effect of the Grain Express project on 
transport costs. For the reasons, stated below, CBH considers that Grain 
Express will have no effect on the cost of out of zone movements. 

4.4 In both the current and proposed structure, there is the potential for 
adjustments to be made to transport charges as a result of late changes to 
outturn points by customers. If a grower or customer has already been 
charged for movements that do not occur, the amount charged will be refunded 
by CBH. Grain Express should make no change to the costs incurred in this 
scenario, assuming that marketers, which previously incurred transport 
charges themselves, were prepared to make similar adjustments where the 
actual charge incurred is less than the amount deducted from the pool. CBH is 
not in a position to know whether marketers such as AWB reconciled their 



accounts in this way because AWB did not disclose its freight accounting in a 
transparent manner. 

4.5 CBH is considering changes to make the Metro Grain Centre a Destination Site 
for all receival sites, regardless of the zone in which the receival site exists. 
CBH will then place a freight rate to allow sites throughout the State to access 
the main domestic marketplace in Perth as well as to be exported in containers 
from MGC or other sites located around the metropolitan area. 

5 Under Grain Express only a virtual quality profile will be provided, 
which is indicative of what will be delivered at a Destination Site and 
based on average results. This will result in wheat being accumulated 
to minimum quality specifications and will therefore limit Australian 
export marketing opportunities. 

5.1 This proposition promotes a misleading impression of the current 
arrangements under the Bulk Handling Act and of the Grain Express proposal. 
In fact, Grain Express will not reduce the ability of marketers to derive value 
from marketing to specific requirements. However, to the extent that marketers 
wish to segregate grain for such purposes, they are, and will continue to be 
charged the cost of doing so. Other users of the system should not be required 
to fund the niche storage requirements of others. 

5.2 It is not true that only a "virtual quality profile" will be provided under Grain 
Express. Every acquirer will have the exact quality information for every load 
purchased. CBH, as it does now, will endeavour to meet the quality profile 
purchased by each acquirer. Due to the large bulk nature of CBH storages at 
major terminals and up country receival sites, CBH expects that all grain 
grades will contain the quality ranges associated with a particular grades' 
receival standard. Seasonal influences create a natural segregation of quality 
across different areas in the CBH network. 

5.3 It is true that it is now more difficult to match acquirers' originating quality with 
that which will be outturned. However, this is not as a result of Grain Express. It 
is a result of the Federal Government's decision to deregulate the bulk wheat 
export market and the fragmentation in ownership of grain that results from 
that. The Commonwealth Government has concluded that any risk to quality 
based marketing will be more than offset by gains from competitive marketing. 
Following deregulation, CBH will work with marketers to accumulate grain from 
a desired origin for a selected international customer. A reservation system 
also is available to assist customers in nominating origin stock for international 
customers. 

5.4 There will not be any reduction in the number of grades or segregations 
provided to the market under Grain Express. All grain grades have a range of 
qualities in line with the ranges for receival standards. This has always been 
the case. In a bulk storage system, CBH has endeavoured to provide 
opportunities to marketers to differentiate product based on quality. It will 
continue to do so but is not able to guarantee specific outturn quality 



equivalence to an indefinite range of quality distinctions, whether or not Grain 
Express is introduced. 

5.5 AWB's submission on this issue is really a criticism of CBH and the limitations 
of bulk storage and handling rather than a cogent argument against the notified 
conduct. The AWB Grain Flow Pty Ltd terms and conditions prove that AWB 
does not hold itself to the standard it seeks to impose on CBH'. 

5.6 CBH's clearance planning process is an example of CBH's attempts to provide 
marketers with opportunities to market grain based upon specific attributes. 
Under this process, CBH consults with acquirers of grain about their grain 
quality needs and CBH assesses whether it can logistically satisfy those needs 
by reserving entire stacks for a particular acquirer. This enables quality based 
marketing without loss of efficiency from multiple costly segregations. Grain 
Express not have any detrimental effect on CBH's capacity or willingness to 
engage in these efforts. . 

5.7 CBH has the internal infrastructure and information technology network to 
manage and monitor grain throughout the entire supply chain to meet the 
requirements of many customers. However, CBH's ability to use dynamic 
binning or active stack management rules depends on acquirers requesting a 
particular service, and supporting the process through paying growers for the 
value added to the stack. It is not for CBH to determine the payment methods 
of those wishing to purchase grain. 

5.8 Grain Express does not and will not restrict payment for quality in any way. As 
has always been the case, the determination of payment for quality is entirely 
at the discretion of the acquirer or marketer concerned. 

5.9 We note that AWB has voluntarily withdrawn the payment for quality system 
known as 'Golden Rewards' on a national basis. The withdrawal of Golden 
Rewards from all of AWB's areas of operation was signalled to CBH through 
the National Agricultural Commodities Marketing Association (NACMA) 
Standards Committee in March 2008. In AWB's submission to NACMA 
concerning standards changes for industry, the AWB cited deregulation of the 
wheat market and financial implications as reasons for this withdrawal. Grain 
Express was not mentioned as a reason for AWB's decision, and the decision 
to withdraw Golden Rewards in areas unaffected by Grain Express is further 
evidence that the two are not linked. Under Grain Express, customers can, at 
an additional cost, request a special segregation for particular grain. 

5.10 As is the case now, CBH will not compensate marketers financially for 
perceived quality shortfalls above the minimum standards (provided by 
NACMA) to measure grain when it is received. However CBH will, as it does 
every year, make every endeavour to meet marketers' quality specifications 
above the minimum on outturn where they are reasonable. CBH's performance 
in this regard has been very good. CBH rarely has problems loading ships, or 

' AWB Grain Flow Pty Ltd T e n s  and Conditions for Storage and Handling 2005-2006 and 2006-2007 at clause 7.6. 
CBH cannot comment on the AWB Grain Flow Pty Ltd t e n s  2007-2008 as they have not been published. 



failing to meet marketers' quality expectations. There is no reason for this to 
change under Grain Express. 

5.1 1 In relation to quality information, each marketer will know the exact wality of 
the grain they purchased from growers, via the load information. CBH will 
provide further site quality information to marketers after harvest, during 
discussions concerning marketers' shipping outturn plans. 

6 The grain supply chains in the eastern states, namely New South 
Wales and Victoria, already deal with multiple buyers and seRers of 
grain. These states have developed less restrictive solutions to deal 
with this situation. 

6.1 This proposition is misleading because: 

(i) it is not appropriate to draw a direct comparison between the WA 
supply chain and those in the Eastern States; and 

(ii) in any event, the "less restrictive solutions" in New South Wales and 
Victoria have failed to deliver efficient outcomes. 

6.2 The New South Wales and Victorian grain supply chains are very different to 
the more export-driven supply chains of Western Australia and South Australia. 
Less than 50% of grain received in New South Wales and Victoria is exported 
to international grain markets2. 

6.3 The less restrictive solutions in the Eastern States have resulted in serious 
efficiency problems. This is evident from the actions of rail freight provider, 
Pacific National. In December 2007 Pacific National announced plans to sell or 
close its grain transport and Portlink rural container business operations in 
Victoria, selling or closing Patrick's intermodal freight business in Tasmania, 
and substantially scaling down its grain operations across New South Wales. 
The Herald & Weekly Times reported that: 

"The decision, prompted by drought-related losses, leaves already 
battling growers to contemplate fhe high cost alternafive o f  mad 
haulage in the future." 

6.4 As validated by the recent Export Wheat Commission Growers Report 2007, 
which is replicated below in figure 6.1, Western Australia is the most 
competitive grain supply chain in ~us t ra l i a~ .  

6.5 Due to the inability to find solutions to the supply chain issues in the eastern 
states, including AWB's storage network, growers have incurred higher 
operating fees there than in Western Australia (see figure 6.1 below). 

Export Logistics Joint Venture between GrainCorp Limited and AWB Limited (application), 27 September 2004 at 
28. 

%xport Wheat Commission Growers Report 2007 Volume 1, issue 2 at page 3 in figure 1. 
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Prior to Grain Express, the liquid nature of the product meant that the grain 
outturned was never the exact grain delivered, despite the claims of some 
users of the system. 

Grain Express proposes an extensive quality management plan that will 
endeavour to retain the individual characteristics of grain that is purchased. 
Obviously this can only be to the extent of quantity that allows a bulk storage 
system to operate. 

CBH has met the quality requirements for international markets on many non- 
grain receival standard criteria for many years without claim. This will continue 
under Grain Express. 

If acquirers reward growers for quality, they expect CBH to outturn the quality 
they have paid for. Admittedly our financial guarantee is only to a receival 
standard quality but CBH is making all reasonable endeavours to outturn grain 
in line with the acquirer has paid to growers. To assist in that endeavour CBH 
monitors and reports quality to customers. We refer to the information set out 
in response to question 3 of Annexure B. 

While Grain Express proposes to allow growers to outturn grain from 
a receival point where they have warehoused grain, marketers will 
only be allowed to outturn grain entitlements from Destination Sites. It 
is not clear why growers and marketers will be differentiated. It is also 
unclear whether grower co-operatives, which grow and market grain, 
will only be able to outturn grain at Destination Sites, or whether they 
will also be able outturn grain at a receival point where grain is 
warehoused. This potentially raises issues of inequality if marketers 
are treated differently under Grain Express. 

The issue difference raised in this proposition arises not from an identity-based 
distinction between growers and marketers but from the distinction between 
warehousing and other storage and handling services. 

In substance, Grain Express does not treat marketers and growers in a 
discriminatory fashion. However, there may be a difference between the 
treatment of warehoused grain and grain that is fully absorbed into the CBH 
system. Grain that is "warehoused" enters the system on the basis that it may 
be required to be outturned back to the grower for use on farm. The key 
reason why growers may be able to outturn grain from their local site under 
Grain Express relates to the release of grain stock to offset drought situations. 
However, CBH will work with local growers' needs to ensure that outturn 
volume is maximised at the nearest Destination Site or nearest convenient site 
for CBH operational purposes. 

The requirement that outturns otherwise occur at Destination Sites is efficiency 
enhancing. CBH is able to provide for warehousing by growers without 
substantially affecting the overall efficiency of the system because warehouse 
outturns at the point of receival account for a very small proportion of the grain 



task. Outturns by marketers account for the vast majority of the grain in the 
system, so unlimited outturn points would add substantial cost and complexity 
to the task. 

8.4 There may be the rare exception for niche parcels of grain, for example, when 
a special segregation is set up at an up-country site, and is not available at a 
destination site. In this situation, both marketers and growers would be able to 
outturn at the originating site by pre-arranging their outturn plans with CBH. 

Cross subsidisation 

9 An objective of Grain Express is to limit the 'leakage' from rail to road 
freight. The choice of transport mode should be based on the cost to 
the user. Grain Express will result in growers 'propping-up a rail 
system in need of significant investment and which is uncompetitive 
with road without subsidy.' 

9.1 As is stated in answer to proposition 1, as an acquirer of road transport 
services, CBH's interests are best served by promoting competition and 
efficiency in transport markets. CBH has no interest in rail business, beyond 
the capacity of the rail network to deliver efficient haulage services. 

9.2 CBH is concerned about leakage from rail to road because it does not consider 
that it is possible, let alone economic, to perform the Western Australian grain 
task without the rail network. 

9.3 The consequences of abandoning parts of the rail network for the option that, 
on a specific route at a specific time appears cheaper (whether or not is in fact 
so in the medium term or across the network as a whole) include: 

(i) the remaining rail sections become unprofitable to maintain; 

(i i) the road system will require significant additional funding from 
government; 

(iii) there would be a negative safety impact for rural communities; and 

(iv) there would be a significant impact for Climate Change. 

9.4 Leakage from rail to road would result in substantial environmental and social 
effects that are not taken into account in comparing the competitiveness of 
road and rail. A report from the Total Environment Centre Inc, Freighf 
Transport and Climate Change - Exposures and Opportunities, dated 14 July 
2008, states that "the transport sector is the second fastest growing source of 
Australian greenhouse has  emission^"^. The report also states that the 

DCC 2008 Tracking to the Kyoto Target: Australia's green house emission trends 1990 to 2008-2012 and 2020 
Department of Climate Change, cited in Total Environment Centre Inc, Freight Transporf and Climate Change - 
Exposures and Opportunities at 5. 

4868657~3 page 10 



emissions intensity of rail transport is 11.1 1 times less than articulated trucks5. 
Moving the grain task from rail to road will therefore increase emissions 
significantly, and enlarge the carbon footprint of the Western Australian grain 
industry. 

9.5 Figure 9.1 below compares the carbon emissions for the movement of grain by 
both road and rail over one kilometre. 

Figure 9.1 - Rail vs Road emissions over one kilometre 

9.6 The Grain Infrastructure Group (including the Western Australian Department 
of Planning & Infrastructure, ARG, AWB and CBH) conducted a Western 
Australian Strategic Grain Infrastructure Study in April 2005. The aim of the 
study was "to set the stage for the industry and government to develop a suite 
of mechanisms through which ongoing storage and transport infrastructure , 
needs can be managed with the least cost path to the community". 

Rail vs  Road Emissions 

- -- - - 
, 

9.7 The report stated "a cohesive rail network will become increasingly essential to 
handle peak harvests and maintain export competiti~eness"~. 
"This implies that the rail network, savings the roads from the impact of 
approximately 3.6 billion export grain gtks, adds value to the site of around 
$23m per year in road expenditure savings. Externality costs of a further 
$1 1.9m are calculated. This estimate is supported by the finding that the 
absence of grain rail network could double the number of freight gtks currently 
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WA Strategic Grain lnfrastructure Study. March 2008 at page 8, section F.l of appendix 2. 
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generated on grain belt highways. These highways are currently consuming an 
estimated $70m per year in state funds".' 

9.8 Further the report states "the long term future depends on preparing a Long 
Term Network Plan in such a way that overall network cohesion is not 
compr~mised."~, Interestingly the report states "CBH has no direct commercial 
interest in supporting the integrity of the rail systemug and recommends that 
CBH be limited in using its road options in future. 

9.9 CBH holds a rational concern that any current cost advantage of road over rail 
in particular routes at particular times may be short lived because of the 
potential for: 

0) fuel cost increases; 

(i i) carbon trading schemes; and 

(iii) State Government taxation to address road externalities; 

to increase the relative cost of road transport. 

9.10 If any such short term, isolated cost advantage causes the fragmentation of the 
grain task and the closure of a substantial number of rail links (or a crisis in the 
rail system similar to Pacific National's experience in Victoria), the effect may 
be permanent. By the time road competes on a genuinely level playing field, it 
may be too late for the rail network. 

10 Grain Express allows CBH to leverage to secure arrangements that 
subsidise underperforming narrow gauge branch line rail 
infrastructure. 

10.1 There is insufficient evidence available to CBH to identify conclusively whether 
the current, or likely future supply chain involves a genuine cross-subsidy in 
favour of the narrow gauge. 

10.2 As is stated in answer to proposition 1, as an acquirer of road transport 
services, CBH's interests are best served by promoting competition and 
efficiency in transport markets. CBH has no interest in rail business, beyond 
the capacity of the rail network to deliver efficient haulage services. CBH 
opposes leakage from rail to road for the reasons stated above. 

10.3 We refer to the response to proposition 2 in relation to the role of the narrow 
gauge network in Western Australia and to the response to question 11 in 
Annexure B. 

WA Strategic Grain lnfrastructure Study, March 2008 at page 8, section E of appendix 2. 

WA Strategic Grain Infrastructure Study, March 2008 at page 9, section F.3 of appendix 2. 

WA Strategic Grain lnfrastructure Study, March 2008 at page 9, section F.4 of appendix 2. 
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11 Section 86A of the Wheat Export Marketing Act 2008 (the "Wheat Act") 
was inserted by Parliament specifically for the purpose of avoiding 
transport monopolies or prescriptive modes of transport being 
imposed on members of the wheat export industry (that is, forced use 
of rail over road). Grain Express may have an impact on transport 
competition and result in more grain being transported by rail than 
otherwise would be the case. This appears inconsistent with section 
86A of the Wheat Act. 

11 .I Section 86A Wheat Export Marketing Act 2008 (Cth) is substantially identical to 
s 88 of the preceding legislation, the Wheat Markefing Act 1989 (Cth). The text 
has been almost exactly replicated. The only difference is the definition of 
"State or Territory enactment" which forms s 88(15) of the Wheat Marketing Act 
1989 while it is instead included in s 86A(1) of the new Act. 

11.2 The new act also contains a provision, s 86A(15), which is not included in the 
old Act. s 86A(15) reads: 

"Regulations prescribing a State or Territory enactment for the 
purposes of this section must not be made unless the Minister has 
notified the Minister of the State or Territory responsible for the 
administration of the enactment of the subject matfer of the 
regulations." 

11.3 It is not correct to state that the section was inserted for the purpose of 
avoiding transport monopolies, Referring to s 88, the explanatory 
memorandum for the Wheat Marketing Bill 1989 stated: 

"This clause provides that contracts entered into by trading 
corporations, other than the Board, for export or interstate trade are 
not rendered unlawful by the operation of State regulation where that 
State regulation has been so prescribed. Relevant confracts are those 
relating to the sale and growing of grain or related storage, handling 
and transport services. " 

11.4 At most, it may be inferred from a single comment recorded in Hansard that 
one objective of the section concerns the actions of Government in promoting 
transport monopolies. On 23 June 2008, Mr Burke, the Minister for Agriculture 
stated: 

"There was also a particular issue regarding transport and trying to 
make sure that stafe governments did not fry and impose transport 
monopolies on the way grain is transported around the country. " 

11.5 Grain Express neither requires the legislative intervention of the State 
Government, nor does it create a transport monopoly. CBH will be free to 
contract with a range of transport providers and it is in its interests to preserve 
competition. Grain Express is not inconsistent with the Wheat Export 
Marketing Act 2008 (Cth) 
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12 A single receival and handling fee for all up country storage sites will 
be charged under Grain Express. This will result in growers located 
close to efficient, low cost receival sites cross subsidising those 
growers that are not located close to low cost receival sites. 
Consequently a single receival fee will ensure the continuation of 
smaller otherwise uneconomic sites, and therefore place an additional 
cost on the entire grain supply chain: 

12.1 As is the case with several of the propositions advanced in opposition to Grain 
Express, no evidence or substantive analysis is advanced in support of the 
claim. 

12.2 The complaint also refers to a factor that is not substantially changed as a 
result of Grain Express and contains a key factual inaccuracy. A single 
receival fee does not apply to all sites. This year, the same as last year, two 
tiers of receival fees will be applied to all CBH receival points. Grain Express, 
and the notified conduct, is neutral in this respect. 

In addition to the tiered structured of receival fees, smaller and less economic 
sites are only opened when the size of the harvest requires that those sites are 
opened. For example, last year in the drought-affected Geraldton zone, only 7 
out of 22 sites were opened (including the Geraldton terminal). Those 7 sites 
received 530,000 tonnes of grain (the average receival for the Geraldton zone 
is usually around 2 million tonnes). This year, the Geraldton zone is likely to 
open up to 14 sites, but this will depend on the finishing rains. Again these 
decisions are unrelated to Grain Express, and will occur regardless of the 
notified conduct. 

12.4 A reflection of the larger scale practices and growth in production amongst 
grower customers are the increasing average truck sizes and use of hauliers to 
deliver grain. Smaller sites are increasingly bypassed in favour of bigger sites. 
Consequently, increased levels of service and equipment are required from 
CBH to allow it to handle larger trucks and larger loads. Figure 12.1 below 
shows that in the latest harvest, 83% of the grain was received at 71 sites. The 
smaller and less efficient sites which are opened are often open only for very 
small two week windows, on a fill-and-close approach. 
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Figure 12.1 - 2007 Cumulative receival % at 'available' receival sites 
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13 It is more expensive to load grain onto ships via containers than in 
bulk. Following the removal of restrictions on bulk export wheat, it is 
unlikely the volume of containerised wheat will increase, other than 
limited niche opportunities. The proposed Grain Express system 
allows CBH to cross subsidise container loading at the expense of 
bulk loading, in order to recover recent investment to construct a 
container park at the Metro Grain Centre (MGC) in Perth. 

13.1 Once again, this proposition is advanced without evidence or cogent analysis. 
Firstly, it is not correct to note that containers are always more expensive than 
bulk freight. At present, the mining boom sometimes results in superior 
tonnage rates for containers.1° 

13.2 Secondly, it is not made clear how Grain Express could enable CBH to cross- 
subsidise container loading and the reason advanced for such a strategy is 
fanciful. Most of CBH's assets perform functions specific to bulk export of grain 
so there is no incentive to cross-subsidise container loading. CBH has recently 
invested $130 million in its Albany terminal, compared with $6.5 million in the 
MGC container upgrade. 

10 See quote at paragraph 13.6 below. 

-- 
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13.3 CBH has been providing container packing solutions for many years, and well 
before the introduction of Grain Express. The investment at MGC is in 
response to market demand; real demand that has seen the volumes of 
containers packed dramatically increase over the last 5 years. 

13.4 CBH has been negotiating with the Fremantle Port Authority and the local 
container yards for some years, in an endeavour to meet the container 
demand. This demand has resulted in a reduction of tonnes that would 
otherwise have been exported from CBH's Kwinana terminal. CBH remains 
committed to meeting market demand for outturn, regardless of whether in 
containers or in bulk. 

13.5 Grain Express will provide a better service for some of CBH's competitor 
container packers, in that customers will now be able to buy grain unrestricted 
from the 198 receival points. Grain Express also provides significant service 
improvements for the domestic market, which includes container packers. 

13.6 Finally, it may not be correct to assert that the volume of containerised wheat 
will not increase. The industry publication Profarmer stated on 31 July 2008 
that 

"One of our Malaysian Flour Mill customers - Kiat Hwa Chua (senior 
purchasing manager, Malaysian Flour Mills) highlighted that the very 
high crude oil prices and freight volatility would help protect Australia's 
valuable Asian Markets. He quoted figures of US$55/t for bulk 
shipments Australia for SE Asia, versus US$80/t for US/Canada west 
coast. 

Container freight rates as low as US$40t Australia to SE Asia, credit 
issues and price volatility (it is easier to fund hand to mouth container 
purchasers than a bulk shipment) favour a shift toward trade in 
containers. "" 

14 CBH terms include a charge in relation to vessel notification of a full 30 
days notice of vessel arrival is not provided. The fee is currently $2 per 
mlt less than 15 days notice of a vessels arrival is provided. In contrast 
other Australian wheat export ports operate on 10-15 day nomination 
periods. 

14.1 This is a general complaint about CBH's terms of trade and has virtually no 
relevance to Grain Express or the notified conduct. It is also inaccurate, since 
it appears to be based on outdated terms of trade. 

14.2 Whilst at the time the standard agreement was introduced, 30 days notice was 
required in that agreement, in practice and in accordance with its Export 
Accumulation Guidelines, CBH does not require 30 days notice of vessel 
arrival. Its current terms of trade request 22 days notice. Late vessel 

l 1  ProFarmer volume 16, number 30 
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notification incurs costs for CBH and other supply chain users. While it held 
the single desk, AWB was indifferent to these costs and to the extent that it 
incurred additional costs from ad hoc or late grain movements, these were 
simply deducted from growers' pool payments. 

14.3 The introduction of fees to improve marketers' forward plans was designed to 
improve efficiency by providing the optimum window for cargo accumulation. 

15 There is  increased risk under Grain Express for silo storage space at port 
being filled t o  relieve harvest storage pressures at Country receival 
points, o r  multi-grains and grades being loaded on rail in  order to  clear a 
receival site t o  enable CBH to  secure a lower operational cost  o f  freight 
movement. The consequence wil l  be to  reduce the ability o f  CBH as the 
bulk handler to  schedule vessel loading flexibly according to particular 
ship load quality specifications. Vessels may need t o  be called out o f  
order, simply due to  the erosion of scheduling flexibility on  account o f  
inappropriate product being stored at port. 

15.1 Again, this proposition has no basis in fact and fails to identify any apparent 
link between the perceived risk and notified conduct or the Grain Express 
project. CBH agrees that it may seek to secure a lower operational cost of 
freight movement. However, it is not clear why this is necessarily a bad thing. 
This proposition appears to be arguing that ad hoc grain movements are 
desirable but AWB has not advanced any evidence for this proposition. 

With or without Grain Express, there will be an extensive harvest planning 
process. The operations management of an average harvest in Western 
Australia would be regarded as a large and complex logistical exercises 
anywhere in the world. The task undertaken at harvest is fundamental to 
ensuring that the optimum service to growers and marketers is provided. This 
service is directed to the efficient utilisation of limited storage and transport 
infrastructures to meet increasing crop sizes. The service provided at harvest 
must ensure that costs are minimised and that grain is effectively segregated 
and positioned for export or domestic use. The service must reflect the needs, 
quality and delivery required by CBH's customers. 

15.3 CBH's storage facilities have limited capacity and the export grain task occurs 
within a compressed timetable. Without essential harvest movements, the full 
range of services currently offered to marketers and growers would not be 
possible. As coarse grains are usually received first, without a program of 
orderly clearance by CBH, coarse grains would consume large quantities of 
favourably priced (in terms of freight) storage early in the harvest. Generally, 
wheat deliveries would be subsequently forced to sites with higher transport 
pricing, leading to overall higher freight costs for CBH's customers. Adopting a 
uniform "fill and close" approach would lead to a deterioration of service to 
growers, and increased costs for marketers. 

15.4 CBH advises marketers prior to and during the harvest period of any Grain 
Receival Services that are deemed to require Essential Harvest Movements 

- 
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during harvest. In providing Grain Receival Services marketers accept that 
CBH is able to move grain held in any Receival Service. Each year the 
segregations that move to port are determined via consultation with CBH 
customers. For example, canola is usually moved to port and shipping is 
requested and encouraged from canola shippers. 

15.5 CBH has the largest grain shipping port facilities in the world. Three of these 
ports (Esperance, Kwinana and Geraldton) have storage capacity in excess of 
1 million tonnes. Albany has 300,000 tonnes' capacity. Whilst significant grain 
is stored at CBH's ports each harvest, no grain is moved into ports which will 
result in "vessels being called out of order" or "inappropriate product being 
stored at port". 

15.6 CBH has no incentive or inclination to implement an initiative that would restrict 
its ability to provide shipping services at its ports or that would threaten its 
ability to outturn grain to the applicable specifications required by its agreement 
with its customers. 

Benefits of Grain Express 

16 As long as rail is efficient and competitive, the aggregation of demand 
does have benefits from a transport costs perspective. However, these 
benefits are only relevant to the port zones where rail is the major 
transport mode, such as Albany and Kwinana. There does not appear to 
be the same need to protect rail use in Esperance and Geraldton zones. 
Therefore, the introduction of a system-wide bundling arrangement to 
protect the West Australian rail network is not warranted. 

16.1 Grain Express is not about protecting rail networks for their own sake. Rather, 
it is about implementing the most efficient transport solution based upon an 
assessment of the current system and its future requirements. 

16.2 Grain Express will provide significant benefits not only to the rail network, but to 
road transport providers. The principles of "bulking up" the task where possible 
will have significant benefits to marginal road transport service providers. 

16.3 There is significant rail task in the Geraldton zone. Only 3 of the 22 up-country 
sites are not connected via rail. Unfortunately, in the last few years, the 
Geraldton zone has been significantly affected by drought. A return to average 
crop sizes would mean a significant rail task on the narrow gauge lines. 

16.4 There is also a significant standard gauge task in the Esperance zone. There is 
350,000 tonnes of capacity at Salmon Gums and Grass Patch. 

16.5 The public benefits of rail over road are stated in the response to question 9 
above. 

16.6 The Grain Express proposal provides sustainability for transport service 
providers to invest in their businesses, which are heavily dependant and reliant 
on high capital costs. In recent years every major grain export road transport 
service provider has sought financial relief under their existing road contracts. 
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17 Grain Express will not improve current inefficiencies in the grain 
supply chain. In particular, Grain Express will not overcome 
restrictive rail siding capacity and insufficient outloading speed at 
country receival points. For example, of the 200 CBH sites, only 28 
have rated outloading capacity greater than 400 tonnes per hour. The 
average outloading rate of the majority of CBH sites is around 300 
tonnes per hour. Further, 25 of CBH's receival sites cannot take more 
than 25 rail wagons at a time. 

17.1 This assertion is not a cogent argument in opposition to Grain Express in 
general or the notified conduct in particular. Again, it appears to be a general 
(and unfair) complaint about CBH's current service. Grain Express primarily 
addresses the urgent need for central coordination of the grain task. Pointing 
to particular operational constraints at a minority of sites is beside the point, 
although CBH intends to continue to invest in upgrading its infrastructure. A 
more effectively coordinated supply chain would improve the likelihood of 
appropriate investment in any event. 

17.2 Grain Express provides investment certainty for CBH and transport service 
providers, and for government to continue to upgrade the Western Australian 
grain network. 

17.3 Figure 17.1 and 17.2 below show CBH's capital works against its profit over the 
past ten years. This illustrates that CBH reinvests substantially into its network. 
It will continue to do so under Grain Express and there is no evidence of any 
change in its incentive or intention in this respect. 

Figure 17.1 - Accumulative Capital Works Cost History (1999 - 2008) 

Accumulative Capital Works Cost History Total Capital Works 
1999 - 2008 $51 3m 

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Forecast 

Year 
-- 
-Dollars (% '000) Accumulatiw Profit Accurnulatiw Costs 

- - - - - - . -. - - 
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Figure 17.2 - Accumulative CBH Profit History 

Accumulative CBHl Profit History Total OPS Profit 
1999 - 2018 $442m 

Year 

17.4 Since 1999 CBH has invested over $500 million into the grain storage network. 
(See figure 17.3 below.) This amount isgreater than the profits CBH has 
earned during this period. A significant challenge facing CBH is the cost of 
capital and increased construction costs. However, CBH continually strives to 
provide its growers with a world-class and efficient grain supply chain. 

17.5 The previous rail agreement (the Western Australian Export Grain Handling 
Agreement), between ARG, CBH, AWB, the Pastoralists and Graziers 
Association (PGA) and the Western Austalian Farmers Federation (WAFF), 
included an investment mechanism to upgrade the rail loading capacity at 
selected facilities to 1000 tonnes per how. Throughout the wheat belt, 22 sites 
were upgraded with additional capital provided by CBH to link the rapid rail 
loading facilities to the storage site. In 2003, AWB renegotiated the agreement, 
sought and obtained the removal of this investment mechanism from the 
contract. 

17.6 The Grain Express program will ensure the investment certainty that is required 
for CBH to continue efficiently investing in the loading capacities at its 
upcountry loading facilities. 
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Figure 17.1 - CBH Capital works: 1999 - 2008 

irk, 2008 
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Uncertainty regarding the operation of Grain Express 

18 The exact nature and extent of market information that CBH proposes 
to produce and publish under Grain Express is unclear. This 
information should include quality and volume data by site to all 
prospective users, not just Grain Express users. 

18.1 CBH has been consulting with its customers to ensure adequate quality 
information whilst protecting the interests of Western Australian grain growers. 
However every marketer will have the exact quality information for the grain 
that they have purchased and the quality of the grain that is outturned to them. 

18.2 Since the initial Grain Express proposal was submitted to ACCC, CBH has 
provided further details about Grain Express during an exhaustive consultation 
process to its customers. Many of the proposed quality processes are listed 
above in the response to question 7. 

19 A regular independent audit of the "ring fencing arrangements under 
Grain Express is required. 

19.1 CBH would like to consult with the ACCC on this issue. 
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2 0 CBH's ring fencing policy is grossly inadequate, for instance: 

CBH & Grain Pool Pty Ltd both report directly to the CBH CEO and 
Board; 

CBH does not intend to have separate auditing of accounts - 
which is necessary to verify that transfers or cost shifting has not 
occurred; and 

the policy must go beyond "promoting and encouraging 
compliance" - it must include obligations, mechanisms, 
sanctions and discipline for breaches. For example, rather than 
complaints being investigated by CBH as proposed, an 
independent dispute resolution process is required. 

20.1 CBH considers that its ring-fencing proposal is appropriate, and notes that the 
principles applied in its proposal closely resemble those applied and approved 
by regulators in other logistics chains. 

20.2 The first criticism would be difficult for any ring-fencing policy to address. The 
CBH CEO and Board is the parent entity's controlling structure. It is not clear 
how the directors of corporations with ring-fenced entities discharge their duties 
if management is unable to report in this manner. 

20.3 The second criticism is addressed in CBH's original submission and Policy. As 
a cooperative, CBH is already subject to stringent auditing to ensure that 
transfers do not occur between its tax exempt business (storage and handling) 
and its non-tax exempt business (marketing). 

20.4 CBH is prepared to consult with the ACCC in relation to a dispute resolution 
procedure. 

21 There may be potential for CBH to secure windfall profits under Grain 
Express if a robust auditing mechanism of the Freight Fund is not in 
place as well as a detailed financial report showing the year's freight 
collections and payments. 

21 .I As discussed at paragraph 3.37 of CBH's notification (N93439) to the ACCC on 
Grain Express, all cash flows in and out of the fund will be independently 
audited by external auditors. All transactions will be transparent, unlike the 
current system. Currently, marketers make deductions, including freight 
payments, from grower returns without disclosing actual costs in detail. For 
example, AWB deducts freight charges from pool returns without disclosing 
specific charges for individual grain movements. CBH's submission also stated 
that an annual financial report will be provided to marketer and grower 
representative organisations to detail the financial position of each year's 
freight collection and payments. 
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21.2 The assertion that CBH could "secure windfall profits" under Grain Express is 
without foundation. CBH faces a significant risk that it will be required to 
support the fund itself, especially in the early years of Grain Express. It is also 
worth asking what incentive CBH (a grower owned cooperative) would have to 
seek "windfall profits" and what it would do with any such amounts. 

21.3 The risk to CBH in managing the fund is: 

(0 that freight collections are less than freight payments required to 
transport service providers; 

(i i) that years of drought create a fixed cost shortfall (this has occurred 
three times in the last ten years and has seen a maximum shortfall of 
ten million dollars); 

(iii) that transport costs - in particular fuel and labour costs - result in 
freight costs larger than expected; 

(iv) carry-over stock held by marketers has freight collected based on a 
previously lower freight rate; 

(v) some growers fail to honour their freight invoices (bad debts); and 

(vi) cash flow shortfalls for freight movements that occur prior to freight 
collections. 

21.4 Despite the risks outlined above, CBH will not charge a commission for 
administering or underwriting the fund. 

21.5 CBH will be accountable to significant number of parties in relation to its freight 
reporting. That is, if CBH fails to adequately detail the cash receipts payments 
and intentions for any surpluses collected, WAFF, PGA and the National 
Agricultural Commodities Marketing Association will no doubt highlight this. 

Under Grain Express, the role of logistics management is removed 
from the marketer to CBH. As such, CBH should expressly accept all 
responsibility and liability for any deliveries that do not meet 
marketer's specifications. This includes CBH accepting liability for 
any lateness of delivery and deviation from particular quality and 
quantity requirements. Without such a requirement, CBH could 
potentially use Grain Express to disadvantage other market 
participants. 

The balance of control and responsibility for risk must be carefully addressed. 
CBH is prepared to accept an appropriate balance of risk and responsibility in 
exchange for additional logistics control. However, it is not prepared to accept 
indeterminate risk for matters beyond its control, nor is it prepared to accept 
responsibility for demurrage alone, with no allowance made for dispatch. CBH 
has offered on many occasions to participate in marketer's demurrage and 
despatch arrangements. 
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22.2 CBH cannot be expected to financially guarantee a standard of grain greater 
than the receival standard it used to segregate stock. Such an obligation 
would hold CBH to an impossible standard that is not offered anywhere else in 
Australia, including in NSW, where the logistics function has been controlled by 
a joint venture to which AWB is party. 

22.3 CBH's bundling of storage, handling and transport will not increase the risk of 
quality shortfalls in any event, so it is misleading to suggest that such an 
obligation is an appropriate response to Grain Express. 

22.4 Under the terms of CBH's existing storage and handling agreement, CBH is 
accountable for any quality shortfalls below receival standard. Grain in the bulk 
system is stored in common stacks, that is, stacks with multiple ownership. 
Common stacks contain individual loads of grain with differing quality 
characteristics within a certain range, including a minimum quality specification. 
Given this, CBH can only guarantee outturn to the minimum specification. 
However, grain outturned from common stacks will at least meet the minimum 
specification (this is guaranteed by CBH) and in most cases exceeds that 
specification. 

22.5 This is the same standard used across Australia. In fact, AWB's own handling 
subsidiary states at clause 7.6 of its storage and handling agreement: 
"...A WBGF will Outfurn Commodities which, as a minimum, meet the Receival 
Standards that apply in relation to the Commodities to be ~u t tu rned . " ' ~  

22.6 Further, site level average stack data is provided to all traders and actual load 
data is provided to all traders for their own product. 

22.7 CBH is prepared to be accountable for delivery and is in discussions with 
various marketers on acceptable terms to provide this service. 

22.8 It is common practice in the transport industry for transporters not to accept 
liability for delay. This is likely be the case whether or not there is competition 
for transport, and whether or not the transport is by road or rail. 

22.9 CBH therefore disagrees with the view that, just because CBH has bundled the 
responsibility for contracting transport under Grain Express, CBH should also 
should accept all liability and risk. This is a simplistic view to adopt, and does 
not acknowledge the fact that, in practice, transporters rarely accept liability for 
delay costs. CBH is willing to enter into despatch and demurrage sharing on a 
mutually agreed basis, notwithstanding that CBH will be unable to have its 
carriers to accept liability for that risk under contract terms. 

12 AWB Grain Flow Pty Ltd Terms and Conditions for Storage and Handling 2005-2006 and 2006-2007 at clause 
7.6. 
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Future review of the operation of Grain Express 

2 3 Should the Grain Express exclusive dealing notification 'be allowed to 
stand', a future review of the Grain Express system should be 
undertaken to see if it is operating as claimed by CBH. 

23.1 CBH agrees that a review of Grain Express should occur in future and notes 
that the ACCC will retain the ability to conduct such a review at its option. 

23.2 As mentioned above, there are numerous industry participants that will hold 
CBH to account for its performance under Grain Express. 

23.3 CBH believes that the mechanics of Grain Express will improve over time, 
providing further benefit to growers and marketers beyond those discussed in 
the initial notification. 
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Annexure B 

Response to ACCC request for further information 

Destination sites 

1 At paragraph 3.7 of the supporting submission, CBH notes that under 
Grain Express grain may be outturned from CBH's custody at any one 
of 17 Destination Sites selected by Growers or Marketers. However, 
paragraph 3.15 states 'there will be 15 Destination Sites (including the 
4 port terminals, the MGC and 10 of the larger country sites)'. 

(a) Please confirm the number and location of Destination Sites 
under the Grain Express proposal. In your response, please 
describe how these sites were selected by CBH and whether 
the number and location of Destination Sites is likely to vary 
from season to season in  response to grain volumes andlor 
demand. 

1 .I The reference to 17 Destination Sites in paragraph 3.7 of the notification 
submission is a typographical error. 

1.2 There are 15 Destination Sites under Grain Express. Their locations are as 
follows: 

(i) Albany Zone: 

(A) Albany Terminal (domestic & export); 

(B) Wagin (domestic); 

(C) Cranbrook (domestic); 

(D) Borden (domestic); 

(ii) Esperance Zone: 

(A) Esperance Terminal (domestic & export); 

(iii) Geraldton Zone: 

(A) Geraldton Terminal (domestic & export); 

(B) Mingenew (domestic); 

(c) Carnamah (domestic); 

(iv) Kwinana Zone: 

(A) Kwinana Terminal (domestic & export); 

(B) Metro Grain Centre (domestic & export); 

(C) Calingiri (domestic); 



(D) Avon (domestic); 

(E) Brookton (domestic); 

(F) Narrakine (domestic); 

(G) Merredin (domestic). 

1.3 A diagram showing the locations of the 15 Destination Sites under Grain 
Express is at Attachment B1. For a detailed explanation of the process for 
determining Destination Sites, see our response to proposition 8 in Annexure 
A. 

1.4 The destination sites were determined as a result of an extensive review of the 
services provide by CBH to the domestic market. A number of surveys and 
interviews were conducted with the major domestic users. These reviews 
assessed the West Australian domestic market for grain, including the size of 
the market, location, grain types, value added products produced, where the 
grain was grown and where the grain is outturned from the CBH system. It also 
took into account transporters' issues about turn around times, and travel times 
from Perth to get a daily outturn requirement (eg sites were required to be in 
relative close proximity to Perth). 

1.5 Domestic outturns are defined as the grain that is outturned from the CBH 
storage system and utilised within Western Australia for domestic purposes (as 
opposed to bulk grain being shipped for the export market). Domestic outturns 
includes stock used in processing within Western Australia, for livestock feed 
and container packing for export. 

1.6 The majority of the domestic market (90%) is in the Perth metropolitan area. 
The grain drawdown from the network traditionally comes from the domestic 
destination sites that have been chosen for Grain Express. These sites receive 
in total more grain than the domestic market demands in a year, and will 
therefore be in a position to supply the domestic market. These sites now 
deliver over 80% of domestic market grain in the current system. They have 
the staff, infrastructure and the systems in place to outturn grain to the 
domestic market in an efficient way. 

1.7 CBH intends to review the location of the domestic sites according to domestic 
market demand, harvest conditions and input from its customers. 

2 It appears that the majority of container loading of grain occurs at the 
MGC, being CBH's specialised grain storage and container loading 
facility. However, we also understand that competing storage and 
handlers currently outturn grain from CBH's country receival sites for 
container loading for customers. 

(a) Please provide the number and location of storage and 
handlers that currently compete with CBH. 



(b) It has been suggested to the ACCC that the current location of 
the Destination Sites under Grain Express will make it 
uneconomic for growers to store grain in the CBH system and 
then outturn to competing storage and handlers to be 
containerised. Please describe the impact that Grain Express 
will have on the ability of other storage and handlers to 
compete with CBH. 

2.1 CBH is aware of the following storage and handlers in Western Australia: 

Figure 2.1 - Container packers: Western Australia 

Source: former Export Wheat Commission website as at 28 April 2008 

Comp, 

Adams Packing Pty Ltd 

AWH Pty Ltd 

Eramill Nominees Pty Ltd (tlas Coorow Seeds) 

Grenfell Commodities Pty Ltd 

Grenvella Pty Ltd (tlas Tamma Grains) 

Kalgrains Pty Ltd 

Landpoint Holdings Pty Ltd 

Landpoint Holdings Pty Ltd 

Morton Seed & Grain Pty Ltd 

Pentarch Grains Pty Ltd 

Premium Grain Handlers Pty Ltd 

2.2 CBH is aware of only one competitor in bulk storage - Tamma Grains. CBH 
understands that Tamma Grains has approximately 50,000 tonnes of its own 
storage at Yealering near East Pingelly. 

2.3 In relation to the location of Destination Sites, we refer to the information 
provided in answer to proposition 8 in Annexure A and request 1 of Annexure 
B. 

Location 

North Fremantle 

Spearwood 

Coorow 

Kwinana Beach 

East Pingelly 

Bullsbrook 

Caroup 

Kewdale 

Bibra Lake 

Narrogin 

Fremantle 

2.4 The impact of Grain Express on the majority of container packers should be 
neutral. Because the majority of the container packers are located in the Perth 
metropolitan area, the grain availability from destination sites (both MGC and 
up-country domestic Destination sites) would not affect these packers or the 
owners of grain who want to use them. 

Phonf 

0267924777 

08 941 8 0300 

0899521088 

0427106611 

0898887026 

0427096085 

0893984666 

0893984666 

0894342024 

02 6021 0353 

0894306656 

2.5 CBH is aware of the potential for Destination Site selection to impact upon the 
costs of users of the system due to the location of sites relative to users' 
businesses. Obviously, this issue has the potential to become very complex, 
with competing demands of multiple users being balanced against the 



efficiency gains achievable if the number and location of Destination Sites is 
limited and aligned with expected patterns of grain flow though the system. 

2.6 CBH engaged with one up-country container packer, Tamma Grains, to 
address its potential concerns in relation to grain availability from the network 
to the Tamma Grains' facility under Grain Express. 

2.7 CBH conducted an analysis of the historical and future movement of grain 
between CBH facilities and Tamma Grains. That analysis concluded that there 
has been very little outturn at any CBH sites nearby this facility (see the table 
at attachment B2). For this reason, CBH informed Tamma Grains that it was 
unlikely to include the Tamma Grains site as a Destination Site this coming 
year, particularly from a systems point of view, and that CBH would investigate 
Tamma Grains' inclusion in the network for the following harvest. 

2.8 In the short term, CBH is open to working with customers who own grain in the 
CBH network, about arranging access to efficiently-sized parcels of grain for 
delivery into Tamma Grains' packing facility. This offer is still open and will 
continue to be explored with any of CBH's grain customers. 

2.9 CBH will continue to review the location of the Destination Points according to 
domestic market demand, harvest conditions and input from its customers. In 
the meantime, CBH does not consider that Grain Express should negatively 
impact on any potential storage and handling competitor given the effort that 
CBH has taken to select Destination Sites in addition to its willingness to 
consider amendments where circumstances justify it. 

Niche marketing opportunities 

3 At paragraph 3.32 of its supporting submission, CBH submits that 
under Grain Express, marketers may request CBH to provide a 
particular quality of grain which will result in CBH reserving a stack of 
grain in order to meet the quality requirements of the marketer. The 
grain reserved in this stack is then delivered to that marketer at the 
Destination Site. 

Further, paragraph 3.33 of the supporting submission outlines that to 
'ensure the right balance is struck between Supply Chain efficiency 
and niche marketing requirements' CBH has: 

appointed a logistics quality manager; and 

commenced working with marketers to develop quality 
management plans. 

To assist the above quality management process, I understand that 
CBH proposes to develop full guidelines in consultation with 
marketers. 



(a) Please provide an update on the development management 
process is up to, and to the extent they are available, a copy 
of the proposed guidelines. 

(b) As outlined at page 2 of this letter, a concern has been raised 
with the ACCC that Grain Express will prevent growers from 
taking advantage of niche grain exporting opportunities. How 
will Grain Express impact growers' ability to take advantage 
of such opportunities? In your response, please describe 
how Grain Express proposes to facilitate this occurring and 
how CBH will determine the level of any 'premium' charged 
for this service. 

3.1 A copy of the proposed Quality Management Plan is at attachment 93. 

3.2 In answer to paragraph (b), the short answer is that Grain Express will not 
detrimentally impact growers' ability to take advantage of niche exporting 
opportunities. 

3.3 CBH intends to have no reduction in the number of individual segregations of 
quality provided under Grain Express. Niche parcels of grain have been 
catered for in the past, and will also be equally catered for under Grain 
Express. 

3.4 CBH has an extensive quality focused resource. Over 110 of CBH's 550 
permanent staff are employed in the area of providing quality services. A 
significant number of these staff work at the Australian Grain Centre (see the 
notification submission at paragraph 3.27). 

3.5 CBH operates an integrated quality controlled grain supply chain, and conducts 
over 2 million quality tests on each years grain. 

3.6 Each year, marketers approach CBH to provide a small number of niche or 
non-standard segregations. Wherever possible, CBH caters for these requests 
within its storage plans. Examples of niche segregations provided include the 
wheat varieties "Eradu" and "Cadoux", and some specialised noodle wheat 
segregations. Due to the small quantity of grain involved, and the considerable 
impact on CBH's system, there is a higher fee for these segregations. CBH 
intends continue to provide these segregations in the future. 

3.7 CBH is engaging with its customers in relation to the management of quality 
under Grain Express. The first step in the process was the distribution of a draft 
scope and concept paper on the proposed Quality Management Plan (see 
attachment B3). The paper was sent to customers on 15 May 2008. 
Subsequent to the release of that document, CBH has held both group and 
individual meetings with customers seeking their feedback on the proposal: 

(i) 19 May 2008, Sydney - CBH met with: 

(A) Arrow Commodities Pty Limited (Arrow Commodities); 

(9) Concordia Agritrading (Australia) Pty Limited (Concordia 
Agritrading); 



(C)  Ecom Commodities Pty Ltd (Ecom Commodities); 

(D) GrainCorp Limited (GrainCorp); 

(E) Hunter Grain Pty Ltd; and 

(F) Noble Resources Australia Pty Ltd (Noble Resources). 

(ii) 20 May 2008, Melbourne - CBH met with: 

(A) Brooks Grain Pty Ltd; 

(B) Bunge Global Markets Australia Pty Limited; 

(C) Clear Commodities Pty Ltd; 

(D) Emerald Group Australia Pty Ltd (Emerald Group); 

(El Global Grain Pty Ltd (Global Grain); 

(F) Lempriere Grain Ply Ltd (Lempriere Grain); and 

(G) Louis Dreyfus Australia Pty Ltd (Louis Dreyfus). 

(iii) CBH has also held additional meetings with: 

(A) ABB Grain Ltd (ABB Grain); 

('3) AWB Limited (AWB); 

(C) Cargill Australia Limited (Cargill); 

(D) Elders Toepfer Grain Pty Ltd (Elders Toepfer), 

(El Emerald Group; 

(F) Glencore Grain Pty Ltd (Glencore Grain), 

(G) Grainpool Pty Ltd (GPPL), 

(H) Joe White Maltings Pty Limited; 

(1) Louis Dreyfus; 

(J) Premium Grain Handlers; 

(K) Riverina (Australia) Pty Ltd; 

(L) Tamma Grains; 

(M) Wesfeeds; and 

(N) Weston Milling. 

3.8 CBH is currently finalising its Quality Management Plan. To date, this work has 
occurred internally, however consultation with customers is scheduled for the 
week commencing 25 August 2008. At this time, CBH will engage with 
customers regarding the 200812009 storage and handling agreement, and 
begin the pre-harvest planning process as indicated in the draft scope and 
concept paper. Some of the issues that CBH has being working on include: 

(0 active stack management; 



(i i) commingling of grain; 

(iii) grain transfers between customers - quality basis; 

(iv) standard and non-standard segregations; and 

(v) high moisture grain receivals. 

3.9 Most of these issues arise out of the wheat marketing deregulation rather than 
the introduction of Grain Express. 

3.10 Quality management requires a high degree of engagement between the 
storage and handling operator and the grower or marketer seeking to exploit 
niche opportunities. The pre and post-harvest planning processes are 
important elements in maximising the value of grain purchased by each 
customer. CBH will provide quality information to assist in customers' 
management of their grain. A tiered quality information package in relation to 
level of detail (ie state level to site level) will be available during the harvest. 

3.1 1 Part of the post-harvest planning process will focus on whether customers wish 
to earmark certain quality grain for outturn (for example, in the instances of 
niche market opportunities or providing grain of exacting quality specifications). 
CBH has developed rules based on the level of entitlement a customer has and 
how much stock (on a whole stack basis) they may like to outturn to specific 
end-users. CBH will seek requests for earmarking from customers in the order 
in which customers are ranked, based on the tonnes held on their behalf by 
CBH at a date to be nominated. To provide domestic users of grain with an 
opportunity to earmark stock (given their relative smaller size compared with 
larger export focused customers), they will be encouraged to flag any 
preferences in the pre-harvest planning process so that these can be 
considered in the post-harvest planning process. 

3.12 If a customer does not engage with CBH in either the pre or post-harvest 
planning processes, then CBH will outturn the grain available at the time a 
request is made. 

3.1 3 In conclusion, CBH notes that there is no evidence of any incentive or 
likelihood that CBH will reduce opportunities for niche marketing. As a grower 
cooperative, CBH is comprised of members with a direct interest in deriving 
value. This incentive will remain, whether or not CBH is able to bundle a 
complete storage, handling and transport service. 



Storage and handling services - standard terms and conditions 

4 At paragraph 1.31 of the supporting submission, CBH states that the 
potential for Grain Express to result in anti-competitive detriment is 
reduced through appropriate information flow policies and arm's 
length dealing structures. Further, CBH submits that, among other 
things, it will have in place 'standard terms and conditions of supply 
for storage and handling services' and a 'policy of access to CBH's 
services on non-discriminatory terms and conditions to all marketers'. 

(a) I note that Annexure A to the supporting submission is  CBH's 
standard terms and conditions of supply to marketers 
entitled, 2007/08 Season Grain Services Agreement for Grain 
Storage and Handling Services (the 'Grain Services 
Agreement'). 

Please clarify the status of the Grain Services Agreement. In 
your response, please explain whether CBH proposes to  
develop new standard terms and conditions of supply for 
storage and handling services, as well as an access policy, 
under the Grain Express proposal. If this is the case, and to 
the extent they are available, please provide a copy of both 
the standard terms and conditions and access policy referred 
to at paragraph 1.31 of the supporting submission. 

4.1 The Grain Services Agreement (GSA) previously provided covers the period 
until 30 September 2008. CBH expects that a new version of the GSA, tailored 
for the Grain Express situation, will be used after 30 September 2008. The new 
version of the GSA is currently a draft in progress. CBH expects to discuss the 
draft GSA with marketers in August 2008, and to finalise it in early September 
2008. CBH intends to rely upon these standard terms and its ringfencing 
arrangements this year, and complete an appropriately detailed access policy 
next year to comply with the requirements of the Wheat Export Marketing Act 
2008. 

4.2 To the extent necessary for Grainpool Pty Ltd's exporter accreditation 
application, CBH has an access statement on its web site', in which CBH 
indicates that it will provide access to its port terminal services to accredited 
wheat exporters (see attachments B3 and B4) CBH also agrees to provide 
access as set out in that statement to licensed coarse grain exporters, as well 
as unrestricted grain exporters. The proviso is that these exporters must sign a 
GSA for the relevant period, and comply with the terms of that document. 

4.3 As previously stated in the submission, it is in CBH's interest to provide access 
to its facilities to generate throughput and ensure revenues and the facilities 
can be maintained. Were CBH to attempt to deny access to a marketer without 
reasonable cause, it would face significant grower backlash. 

At <www.cbh.com.au> and <www.cbhoperations.com.au>, copies of which are at attachments 84 and B5, 



(b) Please clarify how the proposed access policy under Grain 
Express interacts with the requirements under section 24 of the 
Wheat Act, which requires port terminal operators to publish 
conditions of access to their facilities for accredited wheat 
exporters. 

4.4 In relation to the immediate interaction with the requirements of section 24 of 
the Wheat Export Marketing Act 2008 (Cth) (WEMA), CBH has attached 
screenshots of its access statement at attachments 64 and 65, showing that it 
has standard terms, the content of those terms and stating that it is willing to 
grant access on either negotiated terms or the standard terms. In relation to 
satisfying WEMA's requirement to have an access undertaking post September 
2009 CBH does not understand in precise detail how its general policy of giving 
access through Grain Express will be affected. 

4.5 As the ACCC is aware, CBH considers that its planned arrangements under 
Grain Express will, in substance, meet the goals of section 24 of the WEMA. 
However, CBH will be preparing and offering an access undertaking as 
required by WEMA for conduct post September 2009. At this stage, that 
undertaking is likely to be specific to the services supplied solely by means of 
port infrastructure. Determining congruent and consistent pricing policies 
between access through Grain Express or under WEMA will obviously be a key 
issue for CBH and the effect of each access policy on the other will require 
careful consideration. 

4.6 CBH expects that its customers will be more than satisfied with the access 
provided across its entire system and that the port specific access that will be 
the subject of its access undertaking may only be sought by a small number of 
customers for defined purposes. 

5 I understand that under the Bulk Handling Act, CBH is required t o  
provide access to users that request use of CBH's port facilities upon 
payment of a prescribed charge. On average, how many users 
request access to CBH's port facilities each year? Of those that 
request access, how many are 'granted' access? 

5.1 Requests for access to CBH's port facilities, outside of the access that CBH 
naturally provides to all customers with grain its storage and handling system, 
have been rare, but all requests have been granted to date. As you have 
identified, section 19 of the Bulk Handling Act requires the company, on 
payment of the prescribed charges, the use of any bulk handling facilities and 
equipment controlled by it at ports. 

5.2 Section 34 of the Bulk Handling Act effectively empowers the company to set 
the level of prescribed charges. The current charges for access under section 
19 of the Bulk Handling Act will depend upon the nature of access sought. 
Each application is treated on a case by case basis. All grain that is stored or 
handled at CBH's port facilities enters those facilities pursuant to the terms and 
conditions agreed with CBH in the ordinary course of its storage and handling 



business. CBH is aware of only 3 recent instances where access to port 
facilities only has been sought outside the normal course. Each of these is 
detailed below. 

5.3 In 2004, Tamma Grains requested access to Kwinana Grain Terminal. Tamma 
Grains was informed that they could have port access. However, to date, 
Tamma Grains has not exercised this option. 

5.4 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

Transport and logistics arrangements 

6 Please outline what impact CBH considers the deregulation of bulk 
wheat exports will have on the volume of containerised grain exports. 

6.1 CBH's considers that the demand for containerised wheat may reduce over the 
next few years. However, the position is not completely clear. The industry 
publication Profarmer stated on 31 July 2008 that 

"Container freight rates as low as US$40t Australia to SE Asia, credit 
issues and price volatility (it is easier to fund hand to mouth container 
purchasers than a bulk shipment) favour a shift toward trade in 
containers. " 

6.1 In CBH's view, the deregulation of bulk wheat exports may, over the next few 
years, result in a reduced demand for containerised wheat. It is likely that 
marketing competition in each port zone for bulk wheat products will intensify. 
CBH already understands that the container-driven price premiums offered in 
the Kwinana zone have reduced. 

6.2 Over the next few years, CBH expects major bulk exporters to begin competing 
for each ports' grain. However, the high cost of bulk sea freight (due to the 
mining boom), high price of grain and rising interest rates means that many 
international customers who have changed their storage unloading capability to 
receive containers (which allows them to buy lower quantities of grain and 
reduce their cash flow) may prefer container shipments. In 2008, there has also 
been a shortage of food grade containers, which is not easily solved. 

7 Please outline what impact Grain Express is likely to have on 
transport costs for growers. Is it possible that any growers will incur 
higher transport costs under Grain Express? 

7.1 CBH is confident that the Grain Express model will deliver efficiencies to road 
and rail transport service providers, and that these efficiencies should be 
reflected in lower freight rates than would otherwise have been the case. The 
extent of these efficiencies will depend on the prevailing international market 
and harvest conditions. In CBH's view, these efficiencies are likely to evolve 
and increase in value over time. 



7.2 However, transport costs this year will be higher with or without the introduction 
of Grain Express. This is largely to the 43% increase in diesel fuel costs (see 
figure 7.1 below) and higher labour costs since last year's freight rates. 

Figure 7.1 - WA increase in diesel price: 2007 - 2008 

2007 - 2008 WA Diesel Price 

Fuel Rates for last 12 months Jul-07 to Jul-08 (July estimate) 
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7.3 CBH has for some time held the view that Western Australian growers were at 
risk to significant increases to the cost of transporting their grain from farm to 
port. Escalation in the cost of fuel, the growing scarcity of drivers and 
employment challenges in regional areas has meant that in recent years the 
two biggest variable costs in transport, fuel and labour, have increased quite 
dramatically. In 2007 alone, rail transport costs increased by over 20%. 

7.4 In the absence of Grain Express, ARG have advised CBH that growers can 
expect rail freight rate increases in the order of 25 - 40%. This outcome would 
be the combined result of line closures or increased access charges, volume 
leakage, increased overhead and significant reductions in operational 
efficiency brought about by multiple system users. Given that Grain Express 
aims to create an environment which will support future investment in the rail 
network where it is efficient to do so, it is a logical to assume that it ensures 
that freight rates are minimised over the long term. Fuel represents 40 - 50% 
of operating cost to a Road transport operator whereas it represents 15% to 
the rail operator. In circumstances where fuel costs continue to increase, rail 
will become increasingly efficient as a mode relative to road. Growers will need 
a viable rail network to capture this advantage, and Grain Express will help 
deliver the necessary investment certainty to maintain that viable network. 
helps deliver the network investment capital necessary. 



7.5 With regard to road transport, whilst the increases are not expected to be quite 
so significant without Grain Express, road transport costs will be impacted 
primarily by the need to move smaller volumes from a greater number of CBH 
receival points. Under Grain Express, where it is efficient to do so, CBH will 
empty sites in one movement rather than in multiple small movements of grain 
over a period. This allows for labour and administrative efficiencies that would 

AI otherwise be lost. 

7.6 CBH therefore believe that under Grain Express, increases to transport costs 
for Growers will be minimised to a much greater extent than would otherwise 
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og be the case. 
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7.8 These freight rate estimates are from discussions with the existing transport 
service providers. The final freight rates will not be known until the ACCC 
makes its decision and negotiations with transport service providers can be 

L L  finalised. 

Prior to the deregulation of bulk wheat exports, how many grain 
marketers exported grain through CBH's facilities? Following 
deregulation, how many grain marketers are estimated to seek 
accreditation to export grain through the Western Australian grain 
supply chain? 

8.1 Bulk wheat export was exclusive to AWB with the exception of the special 
license that was granted to CBH last year. 

8.2 With regard to non-wheat commodity types, the following acquirers have, in 
recent years, conducted a limited number of bulk exports via Special Export 
Licenses (SEL) issued by the Grain Licensing Authority: 

0) ABB Grain Ltd; 

(ii) GrainCorp Limited; 

(iii) Elders Toepfer Grain Pty Ltd; 

(iv) Glencore Grain Pty Limited; and 

('4 Cargill Australia Limited. 



Figure 8.1 - SEL holder share of WA production for prescribed grains in 2006107 
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Figure 8.2 - SEL holder share of WA production for prescribed grains in 2007108 
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9 At paragraph 2.61 of the supporting submission, CBH outlines that 
grain is currently moved by road, rail or a combination of the two at 
the instruction of the marketer or at CBH's behest. In particular, 
certain marketers may acquire carriage services from road and rail 
carriers and then instruct CBH to load and unload grain to and from 
trucks and trains as required. However, some marketers rely on CBH 
to contract and perform these functions. 

(a) What proportion of grain marketers currently rely on CBH to  
contract and perform the transport function on their behalf? 

9.1 It is first important to note the distinction between the deregulated domestic 
market and the regulated export market. 

9.2 The majority of domestic grain marketers currently negotiate, organise and (in 
some specific cases) perform some portion of their own grain transport task. 

9.3 With the significant exception of AWB, which accounted for 57% of the 
Western Australian grain rail task in 200712008', the majority of export grain 
marketers currently use CBH to negotiate, organise and conduct their bulk 
grain transport task. There has been an increasing number of requests from 
customers to present their own transport arrangements. The deregulation of 
export wheat means that, without Grain Express in place, it is uncertain who 
should negotiate the long term export transport service agreements. 

9.4 With regard to containerised export grain, up to 30% of exporters make their 
own packing and transportation arrangements. 

10 Please describe how CBH will decide whether to transport specific 
grain parcels via road or rail under Grain Express. 

10.1 CBH annually reviews the cost effectiveness of specific transport solutions on 
both an individual route and whole of supply chain basis. It does not assess 
competitive viability on a parcel by parcel basis unless there are capacity 
constraints. For example, in large harvest years a site that is configured for rail 
may experience difficulty if insufficient rolling stock is available. In that 
situation, CBH may request tenders from road carriers and select the most 
attractive tender. 

10.2 Three components drive modal choice: 

(1) planning requirements to meet the shipping demand within a zone; 

(ii) the physical constraints associated with an up-country site; and 

(iii) the relative cost and capability associated with the modal choice. 

Shipping demand 

Due to deregulation, CBH expects AWB's market share in relation to export wheat to decrease. 



10.3 Where shipping demand is such that it outstrips the ability of the rail network to 
move grain in sufficient volume and time to meet vessel laycans, road transport 
is used to supplement and speed up the process. This is considered an area 
for significant improvement, as port capacity planning under Grain Express has 
the potential to smooth the task and improve rail utilisation. 

Physical constraints 

10.4 Wherever a site is located alongside a rail siding, CBH most often uses the rail 
infrastructure for the majority of outturn from that site. In peak times, or years of 
large harvests, there is usually a need to supplement limited rail resources with 
road resources. For example, in the 2004 record grain harvest, over 1 million 
tonnes of grain was moved by road from narrow gauge sites to standard gauge 
sites. This ensured the timely clearance of grain to port, and limited the number 
of trucks entering the Perth metropolitan area. This principle will remain under 
Grain Express. 

10.5 Approximately 40% of the CBH country facilities that operate on the rail 
network are not equipped to handle road transport operations using existing 
infrastructure. Either road vehicles are not able to access rail loading points, or 
road loading points are simply not in place. For road transport operations to 
take place (albeit on a relatively inefficient basis) mobile equipment must be 
relocated and established at these sites. This adds significantly to mobilisation 
costs and drives an inherent labour inefficiency. 

10.6 Equally, there are a number of rail lines with rail loading equipment which are 
generally used as road sites, due to poor track speeds and loading constraints. 
This particularly applies to the narrow gauge lines servicing Nyabing and 
Gnowangerup. 

Relative cost, efficiency and capability 

10.7 CBH follows a least "whole of system" cost path to port. This is on the basis 
that network rail pricing has been proven to be the most efficient means of 
moving the export crop to port. Where the network is unavailable, a competitive 
bid process for road based contracts is employed to find the true market price. 

11 What level of cross-subsidisation is there likely to be between various 
rail paths? 

11 .I CBH is not in a position to provide a detailed and authoritative response to this 
question, because it is not the rail operator and an accurate picture of the level 
of cross subsidisation would be difficult to achieve in any event. CBH does not 
have access to the incremental cost of providing particular services. It is also 
difficult to compare the standard gauge network with the narrow gauge network 
because they are located differently and subject to different environmental and 
operating conditions. 

11.2 An average train on standard gauge line hauls 5,000 tonnes. On the narrow 
gauge line, the average is 2,000 tonnes. This additional standard gauge 



efficiency is likely to be reflected in rail costs. However, as is argued below, 
even if there is a level of subsidisation of the narrow gauge network, there is a 
compelling case that the continued viability of the narrow gauge network is in 
the public interest. This view is strongly held throughout the Western Australian 
grain industry and reflected in Western Australian Government policy. 

11.3 In its report to Government, the Grain Infrastructure Group ("GIG") states that 
in the context of the export dominated West Australian grain industry, a fully 
viable rail network (both standard and narrow) is critical to the future viability of 
the industry and its ability to retain its export capability. The GIG report also 
demonstrates that when used as a whole network, rail is not only the most 
viable solution to the logistics of the export task, both socially and 
economically, it is also the most efficient. 

11.4 CBH agrees that the standard gauge lines appear to be relatively more efficient 
than the narrow gauge and that it is possible that cross-subsidies exist. 
However, it is very misleading to suggest that these cost and efficiency 
relativities are exclusive to rail. CBH considers that the road network provides 
the road transport industry with a subsidised pathway (a luxury not available to 
rail). The likely quantum of the cross subsidies necessary to build and 
maintain the road network in regional WA are quite profound. If road funding 
was a function of traffic density or pathway efficiency, most of remote Australia 
would be without roads. The proposition that the narrow gauge rail network is 
somehow propped up or provided a competitive advantage over road is not 
only wrong, it is a complete reversal of the true position. 

12 Under Grain Express, CBH proposes to become the primary grain 
freight purchaser in Western Australia by negotiating agreements to 
acquire bulk grain haulage services from Australian Railroad Group 
(ARG) and road haulage providers for grain in its custody. At 
paragraph 8.18 of its supporting submission, CBH submits that Grain 
Express will preserve competition 'for the market' and enable a 
successful tenderer in each port zone to plan capital expenditure and 
secure reliable labour resources. 

(a) Please provide further information in relation to CBH's 
proposed tender process under Grain Express, including: 

the timing of tender processes in relation to the upcoming 
harvest; 

how future tenders will be conducted by CBH and the 
regularity of such tenders for both road and rail; 

proposed length of rail and road contracts; and 

with regard to road, the number of road transport 
providers likely to be awarded contracts in each port zone. 



Rail 

12.1 In Western Australia, there is currently only one rail transport provider with the 
resources and capability necessary to expedite the movement task required by 
the Western Australian grain industry. The Australian Railroad Group (ARG) is 
owned by Queensland Rail, and was formerly known as Westrail when owned 
by the Western Australian State Government. While Pacific National Pty Ltd 
and Southspur Rail Service Pty Ltd (Southspur) conduct some intermodal and 
interstate operations in Western Australia, neither have operations of a material 
size. CBH has from time to time employed Southspur for specific tasks, 
however Southspur's limited resources were a significant restraint for CBH. 

12.2 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

12.3 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

Road Transport 

12.4 Various road transport tenders are due to be completed prior to the 200819 
Harvest. These include: 

(1) CBH "Dedicated Fleet" tender - this has been completed with Albezia 
Pty Ltd ACN 008 962 570 as trustee for the Brylak Trust and West 
Scene Development Pty Ltd ACN 101 714 569 as trustee for the 
Bloxsome Trust together trading as Cropline Transport awarded a five 
year contract to provide dedicated road transport services to CBH. 
This contract aims to ensure that CBH maintains dedicated and 
reliable transport services, particularly during harvest, when dedicated 
movement tasks are often vital to keep harvest services alive. 

(ii) Geraldton Export Road Transport tender - this has been conducted 
with seven service providers bidding for this business. The award of 
the tender is expected by the end of August 2008. 

(iii) Albany Export Road Transport tender - this is in the process of 
completion, with four service providers bidding for this business. The 
award of the tender is expected by the end of September 2008. 

(iv) Esperance Export Road Transport arrangements - these currently 
remain in place as the contract term is due to expire in 2010. On the 
basis of a successful introduction of Grain Express, CBH intends to 
amend the contract parties and proceed with this contract until the 
term expires. A tender process will be conducted at that time. 

12.5 CBH expects that future tenders will be conducted on the following basis: 

(0 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

(ii) Road transport tenders -these will be conducted as contracts fall 
due. Contract terms will be either four or five year periods in order to 
allow for effective and reliable investment programs to underpin the 
conduct of services. 



12.6 CBH expects that the number of service providers awarded in each port zone 
will determined by the following factors: 

(0 the capability and reliability of the incumbent; 

(ii) the size of the task and the desire to ensure that the incumbent has 
sufficient critical mass to operate efficiently; and 

(iii) the operational flexibility necessary in each port zone. 

12.7 At this stage it is expected that the number of service providers in each port 
zone will be as follows: 

( i  Esperance zone: 2 providers; 

(ii) Albany zone: 2 providers; 

(iii) Narrakine site: 1 provider (Kwinana); 

(iv) Regans Ford: 1 provider (Kwinana); 

(v) Dedicated Fleet: 1 provider (all zones); 

(vi Geraldton zone: 1 provider; and 

(vii) Road to rail: 1 provider. 

12.8 At this stage, these 7 road transport corridors will be serviced by 5 separate 
entities. 

13 At paragraph 3.37 of the supporting submission, CBH submits that by 
1 November each year, it will aim to notify the market of the coming 
year's freight rates. Please provide further information about how 
CBH proposes to make this freight information publicly available. 

13.1 Each year CBH publishes the Grower Freight Deductions (GFDs). In the past 
these have represented the freight rates that Grain Pool and AWB Ltd have 
negotiated on behalf of the Western Australian grain industry. 

13.2 The GFDs are published on CBH's website, distributed in hard copy at grower 
meetings prior to harvest and posted to bulletin boards around the network. 
The GFDs are also provided in detail through the CBH LoadNet system, where 
growers will allocate their grain to marketers. 

13.3 Under Grain Express, freight rates will be managed in the following way: 

(i) leading up to 1 November each year, 'indicative" freight rates will be 
determined on the basis of crop forecasts and current contract terms. 
These rates will be posted on the CBH website; 

(ii) the freight rate will be fixed on 1 November on the basis of all 
information available at that time; 

(iii) the final GFDs will be posted on the CBH website and published in 
hard copy. They will also be provided through LoadNet with an 



automatic calculation, so that growers are clearly aware of the freight 
charge associated with each marketing choice through LoadNet. 

13.4 To the extent that it can, CBH will endeavour to publish the actual rates earlier 
and as close to 1 October as it reasonably can. 

14 Page 27 of CBH's supporting submission outlines current road and 
rail contractual arrangements. In particular, I note the industry rail 
agreement and certain road transport services agreements between 
marketers and road transport providers will expire on 1 October this 
year. The two current road contracts in the Esperance port zone are 
due to expire on 31 October 2010. Please outline the status of these 
agreements under Grain Express. 

14.1 The current rail agreement, which includes AWB and GPPL, expires on the 31 
October 2008. A new rail agreement between CBH and ARG is currently under 
negotiation. The rail agreement has two freight charging components - 'flagfall' 
and 'usage'. 

14.2 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

14.3 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

15 Please describe what impact Grain Express is likely to have on 
competition for stevedoring or other port related services. 

15.1 CBH does not expect any impact on competition for stevedoring or other port 
related services as a result of Grain Express. 

15.2 CBH does not expect Grain Express to have any impact on the level of 
competition for stevedoring or other port related services. 

15.3 Freight bundling will not include stevedoring services. Grain acquirers currently 
have full choice with regard to the selection and appointment of all port related 
service providers. This will not change under Grain Express. 

The Freight Fund 

16 At paragraph 3.37 of the supporting submission, CBH outlines that an 
independent 'Freight Fund' will be established in 'the main rail and 
road export agreements'. It is proposed that CBH will manage and 
administer the Freight Fund, and all cash flows in and out o f  the fund 
will be independently audited by external auditors. 

(a) Please describe the purpose for, and operation of, the Freight 
Fund. In your response, please include further information 
on: 



(i) Whether the Freight Fund applies to all road and rail 
contracts entered into by CBH. 

(ii) Will the annual financial report on each year's freight 
collections and payments, which is currently proposed 
to be provided to the National Agricultural 
Commodities Marketing Association, Western 
Australian Farmers' Federation and the Pastoralists' 
and Graziers' Association, be made publicly available? 

(iii) Is the ACCC correct in understanding that the Freight 
Fund surplus is entirely generated by the 'essential and 
extraordinary harvest movement costs estimates', the 
various administration and audit costs, interest 
charges and risk premium incorporated into the freight 
rates? If not, please outline any other 'premiums' that 
CBH proposes to build into freight rates. 

Please indicate whether the $2 million figure provided 
in the example at paragraph 3.38 of the supporting 
submission is indicative of the likely Freight Fund 
surplus under Grain Express. 

(iv) Will the amount of the deduction to freight rates made 
from previous years' surpluses be a separate item in 
CBH's annually published freight rates? 

Purpose and operation of Freight Fund 

16.1 The Freight Fund will have numerous functions within Grain Express. One 
important function will be to ensure that the risk and rewards are balanced for 
growers and industry members, particularly in relation to the annual setting and 
calculating of freight rates. 

16.2 The Freight Fund is necessary due to the deregulation of the wheat industry. 
Until now, AWB and GPPL have effectively administered freight funds utilising 
the pool mechanism. Freight is collected at harvest time from growers, and 
payments are made throughout the subsequent year. Any shortfall in 
collections prior to Grain Express has been made via the pooling mechanism. 
There has been a shortfall in 4 of the last 10 harvests, as it appears the 
growing seasons have been affected by climate change. 

16.3 One of the main purposes of the fund is to ensure transparency in relation to 
the calculation and posting of the land based freight rates under which the 
market operates. 

16.4 CBH has received overwhelming feedback from the grain trade that there is a 
need to post annual freight rates which are valid for 12 months, and to provide 
growers and acquirers with a set freight cost for the movement of grain into 
Destination Sites and port terminals. There are a number of components 
involved in setting up an industry freight rate. These are summarised below. 



16.5 There are two main transport sectors for grain transport - Rail and Road. Each 
sector has differing risk profiles in being able to set annual freight rates. 

16.6 Rail services to the grain industry are currently provided by ARG, which 
operates the above rail assets on both the standard and narrow gauge 
networks. Rail has a considerably higher barrier to entry over road, given rail's 
large capital costs associated with track access, locomotives, specialty grain 
wagon fleets, crews, all accounting for a large portion of their costs which are 
sunk or fixed. 

16.7 The current rail agreement, which includes AWB and GPPL, expires on the 31 
October 2008. A new rail agreement between CBH and ARG is currently under 
negotiation. The rail agreement has two freight charging components - 'flagfall' 
and 'usage'. 

16.8 The flagfall component is best described as a portion of the ARG fixed costs to 

lx provide transport services to the grain industry on an annual basis. The second 
LM component is the "usage" charge which represents the freight charge when the 

QP- 
I?: fa grain is physically moved from one site to another. 
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16.9 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 

16.1 0 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 
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w a  (i) Whether the Freight Fund applies to all road and rail contracts entered into 

0- b y  CBH 

16.1 1 The Freight Fund is only intended to apply to the compulsory bundled portion 
of the service provided by CBH. In relation to transport services arranged for 
customers which are not part of the compulsorily bundled freight, no freight 
fund component will be deducted. 

(ii) Will the annual financial report on each year's freight collections and 
payments, which is  currently proposed to  be provided to  the National 
Agricultural Commodities Marketing Association, Western Australian Farmers' 
Federation and the Pastoralists' and Graziers' Association, be made publicly 
available? 

16.12 An annual report on the operation of the Freight Fund will be made public. That 
report will contain the total cash flows of the Freight Fund and will be presented 
in a similar manner and level of detail to the accounts of a company. A more 
detailed audit report will be provided to NACMA, WAFF and PGA on a 
confidential basis, as part of their oversight of the Freight Fund. 

16.1 3 Information which is commercially confidential and competitively sensitive will 
not be made public. 

(iii) Is the ACCC correct i n  understanding that the Freight Fund surplus is  
entirely generated by the 'essential and extraordinary harvest movement 
costs estimates', the various administration and audit costs, interest charges 
and risk premium incorporated into the freight rates? If not, please outline any 
other 'premiums' that CBH proposes to  build into freight rates. 



16.14 Grain Express will provide a set freight rate which growers and acquirers will 
be charged from 1 November 2008. This freight rate will apply for the following 
12 months. The risks associated with providing the industry a set freight rate 
for 12 months are as follows: 

(0 Differing contract models between road and rail - The rail agreement 
contains a fixed flagfall component and variablelusage charge, which 
covers both rail and road to railhead transport. Rail freight rates 
therefore have a higher risk of variation when endeavouring to set a 
firm annual freight rate; 

(i i) Hawest Tonnage Volumes - Harvest volumes have a substantial 
impact on rail freight rates. This is because there is a certain tonnage 
and freight revenue commitment to service the fixed cost portion of 
the rail agreement. Within the rail agreement, there are differing 
resources levels based on the required annual rail haulage task. 
There is however a minimum resource level that must be serviced in a 
poor harvest year (ie Level 1). This flagfall commitment ranges from 
approximately $15 million in the first 3 years of the rail agreement, to 
approximately $30 million for subsequent years. 

Figure 16.1 - lncreasing volatility of harvest receivals (1988 - 2008) 

lncreasing Volatility of Harvest Receivals 
% Change from previous Yr's 21 Year Trend (1988-2008) 

(iii) Harvest Distribution - The location of grain that is received each 
harvest depends on the local growing conditions and the ability of 
farmers to travel to their preferred site and can vary year to year. 



(iv) Rail Sife Based Costing - Rail freight has been traditionally charged 
on a road distance to port matrix. ARG proposes a rail distance to port 
charging model. 

( 4  Fuel Variation - This is reviewed monthly for road and quarterly for 
rail. There are highly volatile fluctuations involved. Fuel risks can be 
hedged. Actual hedge strategy and fuel risk proportions, for example 
to hedge 30% of likely fuel consumption, with 70% to be linked to 
actual market variations, are yet to be determined. Road freight has a 
30-35% fuel weighting linkage within their contracts (and rising), rail is 
between 10-15% fuel weighting, based on the proportion that fuel 
contributes to freight rates. 

(vi) Extraordinary freight movements - These are especially relevant 
during harvest, where grain is required to be transported to other 
storage sites to keep receival services open at up-country sites for 
growers. This covers risks associated with movements from rail sites 
that may have to be moved by road to assist with capacity shortfalls. 

(vii) Carryover tonnages - Likely to be higher rates through CPI based 
index escalations from one season to another. 

(viii) Cash flow management - Charges paid to transporters will not reflect 
the timing of freight collections from growers or acquirers. 

(ix) Bad Debt Provisions - Risk premium to cover possible bad debts. 

(x) Early Payment Discount - A 3% early payment incentive on full 
remittance of freight charges owed is to be built into the freight rate. 

(xi) Surge/Spot Market Capacity - Spot freight market risk for tonnage 
requirements that fall outside of the contracted transporters capacity 
to move grain to export position. 

(xii) Administration Charge - The freight rate will need to cover the annual 
administration costs of running the freight fund. 

(xiii) Auditor Fees - The annual fees associated with auditing the freight 
fund and the freight rates being presented to growerslindustry. 

(xiv) Self Insurance Premium - Growers are exposed to huge harvest and 
drought risks with the fixedlvariable rail contract. While commercial 
insurance of this risk is possible, it is insurance premium prohibitive. It 
is therefore necessary to build a freight fund premium to ensure the 
fund has enough reserves to manage the probable harvest tonnage 
fluctuations that greatly influence the capacity to service the annual 
rail fixed cost. 

16.1 5 Given the minimum annual flagfall charge from ARG is approximately $15-$30 
million, the goal is to accumulate a $10 million insurance fund for the Freight 
Fund. The Freight Fund reserves could also be use to improve freight 
productivities for the benefit of all growers, similar to the Rapid Rail Loading 
mechanism that operated under the 1996 rail agreement. 



16.1 6 Over the last 10 harvests, grain deliveries to rail serviced or contracted 
receivals sites have shown that at least four seasons were drought affected 
(2000101, 2002103, 2006107 and 2007108). These seasons did not have 
enough Export Rail Tonnages to service the fixed cost or flagfall of rail. This 
highlights the need for the grain industry to plan for years of shortfall. 

16.1 7 The 2002103 harvest tonnage of 5.2 million tonnes statewide only had an 
export rail task of approximately 2 million tonnes. This greatly escalated the 
freight rates that had to be charged to recoup the fixed costs shortfalls (for 
example, an average of $7.50 per tonne in years 1-3, but $15 per tonne in 
years 4-1 0 to pay just the flagfall). If however the observed recent average rail 
movements of 6 million tonnes were received then with a flagfall rate of $15 
million it would broadly equate to $2.50 per tonne (or $5 per tonne in years 4- 
10 when the flagfall rate increased to $30 million). The differences for rail site 
freight rates is therefore greatly affected by the size of the harvest, whereas 
road site rates are less affected by the total amount of tonnage delivered. 

16.18 There is a compounding domino effect of increasing rail freight rates to 
accommodate for flagfall shortfalls in poor seasons. This is because the higher 
the rail freight rate, the higher likelihood the grain moves away from rail 
serviced sites and on to road sites. 

16.19 On the basis of a $30 million dollar flagfall cost risk in any given season, an 
insurance fund to assist in offsetting season shortfalls in fixed cost charges is a 
prudent strategy moving for growers. 

16.20 Given the current volatile financial and seasonal environment it is difficult to 
forecast the size of the freight surplus. When CBH filed the Notification and 
supporting submission, dry early winter conditions suggested a small harvest 
was likely. Since that time, above average rainfall has improved the forecast 
position substantially. CBH's conservative estimate of a $2 million surplus is 
not indicative. CBH intends that the freight surplus will be no more than $1 per 
tonne per annum. On this basis, it is likely that the surplus will be substantially 
more than the $2 million figure mentioned at paragraph 3.38. Over the medium 
term, CBH will adjust the Freight Fund contributions to ensure that successive 
surpluses do not lead to the Freight Fund over-collecting. CBH will disclose its 
intended approach to Freight Fund contributions each year in its annual report. 

16.21 In the past, the freight arrangements in Western Australia were effectively 
underwritten by the wheat and coarse grain pools. In a deregulated 
environment, there will be no pools to underwrite the risk of surpluses, and 
CBH will financially underwrite the transport arrangements and carry the 
shortfall risk until the freight fund is able to generate the required funds. 

(v) Will the amount of the deduction to freight rates made from previous years' 
surpluses be a separate item in CBH's annually published freight rates? 

16.22 It is not intended that a carryover surplus will be published as a separate 
deduction per tonne of grain in the annually published freight rates. If a surplus 
exists that will allow the premium to potentially be scaled back when rates are 



being set. However, it will be reported in the Annual Report of the Freight 
Fund. 

Proposed implementation of Grain Express 

17 It was recently reported that 'not all aspects of Grain Express will 
require ACCC approval and CBH plans to stage a series of grower 
briefings later this month in  preparation for the first harvest under 
deregulation'. 

(a) Please provide further information in relation to CBH's 
proposed implementation of Grain Express, including the 
details of upcoming industry briefing sessions, the stages 
of implementation and proposed timeframes. 

17.1 Attachment B6 to this annexure is a schedule of all meetings planned to 
discuss Grain Express with growers in Western Australia. Each session runs 
for approximately 3 hours, and is conducted by representatives from CBH 
Grain Operations. 

17.2 To date, CBH has conducted extensive consultation with growers and this has 
been a great success. Over 1100 growers have attended meetings with CBH 
and have expressed overwhelming support. 

17.3 [CONFIDENTIAL MARKET SENSITIVE INFORMATION REMOVED] 
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EXPRESS 

Quality Management Plan 

Draft scope and concept paper 



1. General Principles of Grain Express 

Grain Express aims to deliver outtum performance that balances efficient logistics and an 
acquirer's grain quality outturn rcquircmcnts. 

The Grain Express challenge is to ensure that acquirers get out what they put into the system 
while logistical efficiencies such as clearing a slack of grain in one go is maintained. 

Fundamental are the 15 destination sites at which acquirers will have grain entitlement and 
linked to that amount will be an indicative quality profile'. These destination sites are aligned 
with proposed outturn mechanisms (see Figure 1 Draft map of destinations sites): 

4 bulk export 
1 container export and or domestic 
10 domestic 

2. Quality Management Plan 

A critical component of Grain Express is the quality management plan. The plan involves 
acquirers engaging with CBH Operations in two separate processes for which CBH 
Operations will then deliver a set of services. The first process is a pre-harvest planning 
component. The second process is an initial and then on-going post-harvest clearance 
component. The CBH Quality Manager - Logistics will coordinate the development of an 
acquirer's quality management plan. 

The development of and the actual quality management plan will fall under the auspice of the 
CBH Grain Services Agreement. The pre-harvest process will be used by CBH Operations to 
gain an indication of an acquirer's specific grain or grade quality requirements for harvest 
planning purposes. Post harvest CBH Operations will work with each acquirer to determine 
their indicative quality profile at a destination site level and port zone with respect to their 
planned outturn mechanism (this will form part of a broader Outturn Plan). 

2a. Pre-hawest planning 

Acquirers agree to nominate with the CBH Quality Manager - Logistics prior to 1 August 
each year [date to be confirmed] the: 

i) Grain type and applicable grades they intend to purchase and outturn. The 
NACMA~ receival standards, in the first instance, will be used for assessing 
grower loads. CBH Operations will reserve the light to adjust standards to align 
with instrument testing capabilities; 

ii) Acceptability of CBH Operations to use 'active stack management'3 to maxirnise 
the quantity of a particular grain type - grade physically stored; 

iii) What port zones and or specific destination sites they intend to accumulate grain 
for outturn; 

See appendix for descriptions of grain entitlement and indicative quality profile 
NACMA equates to the National Agricultural Commodities Marketing Association - ww.nacma.com.au 
Active stack management is the process of accepting individual grower loads into a grain stack that are outside 

of the receival standards but do not push that stack beyond nominal parameters for that grain within the receival 
standards 



iv) The number and size of samples required for marketing and or additional testing 
purposes (the samples nominally to be used are thc Gcncral Siding Samplcs 
(GSS)~ and; 

v) Additional testing requirements (eg for tests not conducted on grower loads). 

2b. Post-harvest planning 

At a fixed date, eg 3 weeks after majority of grower loads have been physically received and 
then transferred to acquirers, the CBH Quality Manager - Logistics will have an initial 
clcarance plan meeting with each acquirer (the Outturn Plan). This initial meeting will focus 
on the quantity of grain entitlement, an acquirer's indicative quality profile, and their 
proposed outturn program. This planning process will be ongoing for the period an acquirer 
is outturning grain. 

2c. CBH Operations deliverables 

Given that acquirers have engaged with the CBH Operations in the pre- and post-harvest 
planning processes, CBH Operations aims to deliver in full, on time and to specification an 
acquirer's grain. 'I'he outturn commitment is that CBH Operations: 

a) Guarantees outturns to receival standard quality level and; 
b) Provide reasonable endeavours to outtum grain aligned with an acquirer's indicative 

quality profile 

To support that outturn conmlit~nent will be a set of services including: 
i) Regular reports on an acquirer's indicative quality profile, updated on the basis of 

third party purchases or transfers and outturns; 
ii) Provision of agreed number and size of marketing samples (sourced from GSS) 

and; 
iii) Transparent export loading schedule5. 

Each acquirer will receive a minimum level of service. Depending upon the size an acquirer's 
grain entitlement at a destination site additional service will be provided on a pro-rata basis by 
grain type. The additional service will focus on the largest acquirer being given the option to 
tailor their Outturn Plan to suit their quality outtum requirements whilst maintaining the 
equity of multiple acquirer's grain entitlements and indicative quality profiles. 

LJpnn request, acquirers can purchase supplementary services 

3. Quality Management Plan Scenarios 

Example 1 - Customer A gives appropriate nomination of a shipment fi-om the Geraldton 
export destination site. This shipment is a wheat cargo requiring a blend of two different 
grades. CBH Operations uscs the agrccd Outturn Plan for Customer A to move into an 
export shipping position the appropriate quality wheat. The grain can originate from any 
stack within the network feeding into the Geraldton export destination site. 

Example 2 - Custorncr B wishcs to reccivc fivc truckload loads of oats for their domestic 
processing plant. Customer B has stock entitlement of oats at three domestic destination sites 

The General Siding Sample is a representative composite collected for each grain type-grade stack at each 
receival point 

Refer to Export Accumulation Guidelines (document #638787) 



(eg Avon, Brookton and Merredin). Customer B nominates a specific quality to be out 
turned. CBH Operations determines the specifications can only be achieved fiom two of the 
three destination sites based on Customer B's quality ownership. Therefore, outturn is 
planned and executed for the preferred destination sites with Customcr B, taking into 
consideration logistical efficiencies (eg whether crews are available, status of stack 
fumigation). 

Example 3 - Customer C wants to sell some canola 'track' to Customer D. At the Esperance 
export destination site Customer C has an indicative quality profile of 44% oil and 2% 
admixture for a stock entitlement of 100,000 tonnes. They sell 20,000 tonnes to Customer D 
at the destination site specification of 44% oil and 2% admixture. The indicative quality 
profile of Customer D at the Esperance export destination site changes to 30,000 tonnes of 
43.8% oil and 2% admixture (their original indicative quality profile of 10,000 tonnes was 
43.5% oil and 2% admixture). The indicative quality protile of Customer C is reduced to 
80,000 tonnes of 44% oil and 2% admixture at Esperance export destination site. 

Appendix 1 

Grain Entitlement 

a) CBH will maintain a register of the acquirer's entitlement to grain stored at CBH 
Destination Sites (the "Grain Entitlement"). A certificate by an officer of CBH as to the 
grain entitlement shall be prima facie evidence of quantity, type, location and grade of 
grain which the acquirer is entitled to have out turned from the CBH Facilities 

b) Upon request and subject always to clause 7.4(d), CBH will provide the acquirer with 
information regarding the quantity and grade of grain M d  at Destination Sites including 
Port Zone Entitlement stock and Destination Site stock. 

c) The grain entitlement of the acquirer in respect of a particular grade and season is 
calculated at any particular point in time by aggregating the weight of the grain received 
on behalf of the Customer or transferred to the Customer: 

i) less the relevant shrinkage factor specified in clause 7.7, 
ii) less the relevant Grain Dust Shrinkage Factor in clause 7.8 if the Customer 

Outturns via Port facility into a vessel; 
iii) less the weight of any grain that is damaged or destroyed as a result of a riot, 

industrial dispute, civil commotion, war, act of God or any unforeseen cause not 
attributable to the negligence of CBH; 

iv) less the weight of any NCV Grain or damaged Grain in respect of which an 
insurance claim has been made and paid to the Customer in accordance with 
clauses 28.1 and 29.1 ; 

v) less the weight of any out turned Grain; 
vi) less the weight of any grain transferred to third parties. 

d) CBH warrants the accuracy of an acquirer's grain entitlement in respect of Destination 
Site Stock and Zone Entitlement Stock and does not warrant the correctness of Site Stock 
Data (in respect of location of qualities) supplied to the Costomer. 

Indicative quality projile 

a) A new concept that allows for acquirers to monitor tk quality profile of their grain 
cntitlemcnt. 



b) The indicative quality profile will be based on the quality associated with the testing of 
grower loads transferred to an acquirer (their grain entitlcment) at a destination site level 
and then adjusted for third party purchases or transfers and outturns. 

c) The indicative quality profile will be a 'virtual' set of Information available as 
transactions (cg transfers or outturns) occur and made available to acquirers. 

(i) Figure 1 Proposed destination sites for 2008109 harvest (as at 7th May 2008) 
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We want to answer all of your questions. 
Over the next few weeks representatives from CBH Grain Operations will be visiting a town near you. You'll 
have the chance to ask questions on the new system and what it means for you. So please come and hear 
about Grain Express and how simple delivering and marketing your grain will be this harvest. 

Day Date Zone 
Wednesday Z3Jul.08 ALE 

Wedresday 23-Ju1.08 ALB 

Thursday 24-Jul.08 ALE 

Thursday 

Thursday 

Thursday 

rrlday 

Friday 

Frlday 

Fr~day 

Tuesday 

Tuesday 

ALE 

BLB 

CILR 

ALB 

ALB 

ALB 

ALB 

ALB 

F LB 

Tuesday 29.Jul.08 ESP 

Tuesday 29.ju1.08 ESP 

Wednesday 30-Jul.08 ESP 

Wednesday 30Ju108 ESP 

Town Time Venue 

Hyden 8.00amTI- 11 00am Hyden Hall 

Lake Grace 12.30pm - 3.30pm Lake Grace tiall 

Dumb'eydng 2.30pm - 5.30pm Stubbs Park 

Katann:ng I 1.OOam 2.OOpm Katan"ng Sprlgg 
Bar (Rec Centre) 

Newdegate 8 Warn  - 11.00am Newdegate Hall 

Pinerup 1 1 3 0 p m .  3 3 0 p m  P~ngrl lp Hall 

Bordcn 2 .Wpm - 5 0 0 p m  Borden Pavl!:ar. 

Boyup Brook 8.00am - 11.00am Boyup Braok Club 

Oarkan I .00pm - 4.00pm Oarkan Sporvng Club 

Jerramungup 9.00am . 12.00pm Jerram"ngup 
Sports Clvb 

Cranbrook 7.OOpm . 5.00pm Cranbrook Sh~rr! Hall 

Kambellup 9.00am - 12.00pm Kambellup 

Cascades 8.00am . 11.Wam Cascades C8H S'te 
Accommodat~on Hut 

Salnion 
Gums 1.30pm. 4 .30pn Salmon Gums Hall 

f3raumol.t 8.DOari . I l.OOs~ri Braumunl HdII 

Esperance 1 3 0 p m  . 4 . 3 0 ~ ~  :i,",":"l:ebBay 

Day Date 
Monday 0 4  Aug.08 

Tuecday 05Aug.08 

Tuesday 05 Aug.08 

Thursday 07-Aug.08 

Thursday 07-Aug 0 8  

Fr~day 08.Aug.08 

Fr~day 08-Aue.08 

Tuesday 12-Aug.08 

Tuesday 19  Aug.08 

Wednesday 20-Aug.08 

Wednesday 20-Aug.08 

Ihu*sday 21-Aug-08 

Thursday 21.Aug.08 

Friday 22-Aug.08 

Zone Town Time Venue 

KZE Wlckepln 8.00am . l i .Warn W1ckep.n Rec Cent-n 

KZE Corrlg~n B00arn - 11.00am ~~~~ f~o " , " , "  
KZE Narembeen 1 2 3 0 p m  . 3.30pm ~ ~ ~ ~ ' $ ~ ~  
KZE Bnrce Rock 2 0 0 p m  .5 .00pm ~ : ~ ~ c ~ " , C , " b  
KZE Qualradirg 9 0 0 a m  - 12 W p m  Rec Centre. 

KZE Kellerherrin 1.30pm . 4.30pm ~ ~ : ~ ~ , " , " ~ : ~  
KZE Wyalkatchem 8.M)arn - 11.00arn ~ ~ ~ t ~ " p " , ~ e  
KZE Merredin 8 . 0 0 a m  1 I M ) a m  werredin CBH 

Board Room 

KZE Bodall~n 12.30pm . 3 30pm Bodalhn Hall  

KZE Dulyalbln 12.30pm - 3.30pm Dulyalbin Hall 

KZE Southern 8,00am - Southern Cross 
Cross Rec Centre 

KZE B e a c ~ n  12.30pm - 3 3 0 p m  Beacon Rec Centre 

KZE Muk~nbudln 8.00am - 11.Wam Muklnhudln 
Complex 

KZE Koorda 8.00am . 11.00arn Koorda Rec Centre 

~ h ~ ~ ~ d ~ ~  31 ju 08 ESP ~~~~l~~~~ 8.31)~~ . 11 3oam M""'lnup 'ports Wednesday 30'Jul.08 KZW 8 . W a m .  
Pav>ljon 
~ ~ ~ ~ ~ ~ , l , ~ ~ ~ ~  ~ ~ 1 ,  Wednesday 30.Jul.08 KZW Cundardtn 1 .Wpm 

Thdrsday 31 Jal.08 ESP Rwensthorpe I .30pm .4 .30pm Bowling Club 

Friday 01 08 ESP Lake K,ng 8.00am , Lake King Golf Club. 31.Jui O8 KZW Avnn 
8 0 0 a m  

Golf House 
Thursday 31-Jul-08 KZW Dowerln 1.0Opm 

Fr~day 01 Aug.08 ESP Lake Varlry 12.30pm. 3 . 3 0 ~ 1 1  Lake Variey 
'Iub. 'Iub Friday 01-Aug.08 KZW Bodgtngarr. 1 W p m  

Thursday 07Aug.08 GER Coo.ow 2.00pm - 5.00pm Coorow Tele Centre 

F w a y  08-Aug 08 GEQ Lalham 8 0 0 a m  - 11.00a.n C3mrnur;lty Centre Fr'day 01'Aug'08 KZW Calinglr' R'OOam 

Frtday 08.Adg-08 GER M3rawa 1.00pm - 4 .Wpm Moraua Ova Norday 04 Aug-08 KZW Brookton S.00am. 

l l Warn Castle Hotel York 

4,00pm Cunderd~n Sports 
Ground 

I OOam AVO" Office. 
Conterence 

4.00pm Lesser Hall 

4,00pm Badgingar4 
Commtrnlty Hall 

11 W a m  Cnllnglrl t iai l  

I ,OOam Brookton Sporls 
Pavtllon 

Tuesday 19Pug.08 GER M~nganew 1.00prn .4 .00pm M~ngenew Rec Centre 
Monday 04.Aug.08 KZW Willlams 1 W p m  . 4.00pm ~~,",~~l~?n,, 

T~esday 19 Aug 08 GER ;::regs 8.00am - I1.OOam 22i2:ngs 
TJesday O5.Aug 0 8  AZW MOO-a 

,OOpm - Mnora Rerrea tlon 
Centre - Bale; R ~ o m  

Wednesday ZDAug 08 GER Yor tkanptor  2.00pm - 5.00pm Nnrthampmn Bowl~ng Club Thursdav 07Aun-08 KZw M 'ura 8.00am. 11 OOam h<i',ni: Pav,t;on 

W ~ r l ~ e ~ d n y  20 Atre-08 G r R  Ytlna 9 00am - 12  OOpm Yuna Hail 
Wedresday 13 Aug.08 KZW Wongar Htlls 8 0 0 a m .  1 l W a m  Wongan -',Is Hotel 

Thursday 21 ~ u g - 0 8  GER Geraldton 9.00am . 12.00pn F,"dPr:I:;;,","," 
Fr~day 22.Aug.08 KZW Dalwalltnu Oalwallinu 

Thursday 2 1  Aug 0 8  GE? Mullewa 2.00pm 5 . 0 0 p ~  Phullews Rcc Centre 
Ooam ' l'OOam Wheatlards Votel 

Monday 04.Aug.08 KZE <u,.n 12,30pm . 3,30pm Kulln Hec Centre Fr.day 22 Aug 0 8  KZW Kalanv~e 1.00pm 4 0 0 p m  Kalann'e Sportin'& Pecreat~on Club 

Please contact your local office to register your attendance. 

Albany - (08) 9845 5555 
Avon - (08) 9690 2921 
Corrigin - (08) 9063 3100 

Esperance - (08) 9071 2302 Koorda - (08) 9684 1287 
Geraldton - (08) 9921 9499 Lake Grace - (08) 9865 1106 
Katanning - (08) 9821 1244 Merredin - (08) 9041 9000 

I .  

;s mg: Ear-vest with haste, market  a t  le~sure :+, -- - Grain Operations %&&+ 
: CBHrarP !.I: EXPRESS 




