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Dear Sir 

Cooperative Bulk Handling Limited (CBH) Exclusive Dealing 
Notification N93439 - Form of Grain Express bundle and scope 
of notified conduct 

We refer to the meeting between the ACCC and CBH representatives on 24 August 2010 in 
relation to the above notification (Notification). 

1 The issues 

1.1 This letter states CBH's position in relation to two related issues discussed in that 
meeting, these being: 

0) does CBH prohibit grain growers or marketers from outturning grain from 
CBH up-country receival and storage sites (Receival Sites) for the 
purpose of that grain being transported to port independently (ie, not 
using Grain Express)?; and 

(ii) does CBH's conduct in relation to outturns of grain from Receival Sites 
fall within the scope of the exclusive dealing conduct that is defined in 
and described by the Notification (Notified Conduct)? 

2 Summary of CBH position 

2.1 In relation to each of these issues, the information provided in this letter confirms 
that: 

(0 CBH does not prohibit grain growers or marketers from outtuming grain 
from CBH Receival Sites for the purpose of that grain being transported 
to port independently; and 

(i i) CBH's conduct falls within the scope of the Notified Conduct because 
CBH's conduct controls the transport of grain in CBH custody only. CBH 
does not purport to control the movement of grain once it is outtumed. 

3 Background 

3.1 During the meeting, ACCC staff asked a series of questions concerning the costs 
that would be incurred by marketers wishing to outturn grain from CBH Receival 
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Sites. An issue that appeared to be of interest to ACCC staff was whether the 
combination of CBH's outturn charges and the prices nominated by CBH for 
storage, handling and transport to port under the CBH Grain Express offer 
effectively excluded marketers from by-passing Grain Express. 

3.2 In response to these questions, CBH representatives stated that under the current 
Grain Express agreement structure, marketers would not usually be able to 
outtum domestic grain from CBH's up country storage for the purpose of 
transporting it to port independently. ACCC staff responded that they were not 
previously aware of this. 

3.3 We then discussed the difference between a tying arrangement (in which CBH 
would compel any user of its storage system to also use its transport service) and 
a bundling arrangement (in which CBH would offer a combined storage, handling 
and transport service at a particular price but users would be free to acquire a part 
of that bundle only, subject to different prices). 

3.4 Unfortunately, in that discussion, we may not have drawn a sufficiently clear 
distinction between the manner in which services are offered and supplied to 
growers and marketers. As a result, the ACCC may have been left with the 
impression that CBH prohibits marketers from by-passing the Grain Express 
service. That is not the case. Rather, as is explained in more detail in this letter, 
marketers are not generally in a position to request outtum of grain from a 
Receival Site or to arrange their own land transport for grain held in CBH storage. 
This is because marketers acquire grain entitlement at a Destination Site (usually 
at port), not at a Receival Site. 

4 Growers acquire bundled storage, handling and transport; marketers 
acquire "delivered grain" 

4.1 One of the key changes implemented by Grain Express was the shift from 
transport services that were acquired by marketers to services being acquired by 
CBH and then paid for not by marketers but by growers. In this sense, Grain 
Express has a similar effect to a scheme in which growers collectively acquire 
transport in order to supply grain on a delivered basis. 

4.2 Under Grain Express, CBH offers a bundle of storage, handling and transport 
services to growers. In practice, for a typical delivery of grain, this works as 
follows: 

0) a grower delivers a quantity of grain at a CBH Receival Site; 

(ii) the grower nominates an export marketer and Destination Site (usually a 
port) where the marketer will outturn the grain; 

(iii) the grower pays for its part of CBH's services, including transport to port; 














