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Aliens Arthur Robinson 

Final Submission by Sunstate Cement Ltd in respect of Pozzolanic 

Enterprises pty Ltd application for authorisation A91261 

We refer to the Commission's request for final submissions in relation to the application for 

authorisation by Pozzolanic Enterprises pty Ltd (Pozzolan;c) in respect of its proposed Fly Ash 

Supply Agreement (the Agreement) with Tarong Energy Corporation Limited (TEe) and Tarong 

North Pty Ltd (Tarong North). This submission is made on behalf of Sunstate Cement Ltd 

(Sunstate), and supplements the submission made by Sunstate on 14 February 2011. 

Sunstate's requirement for fly ash 

Sunstate operates a cement manufacturing business based at Fisherman's Island in Brisbane. It 

produces and sells cement products in competition with other cement suppliers, including the 

Cement Australia Group which includes Pozzolanic. The addition of fly ash to cement (either pre or 

post blended) reduces the average cost of cement, as it can be used as a lower cost partial 

substitute. Sunstate purchases unclassified 'run-of station' fly ash which it grinds at its Fisherman's 

Island clinker grinding facility to produce fine grade fly ash meeting Australian standards. 

Sunstate currently obtains all of its run of station fly ash from the Tarong North Power Station 

operated by TEC, except when Tarong North fly ash is not available and back-up supply is 

purchased. Back up supplies offly ash are purchased by Sunstate on an ad hoc basis, and are 

usually supplied by Cement Australia/Pozzolanic from its off-take and dispatch facilities at Tarong 

Power Station. This is supplied at a significantly higher cost than the cost of obtaining run-of

station fly ash from the Tarong North Power station, and increases Sunstate's cost of production 

during these periods when fly ash is not available from Tarong North. 

In Sunstate's view, the Tarong North run-of-station silo is the only practical and economically viable 

source from which Sunstate can obtain access to adequate quantities of the appropriate type of fly 

ash from a proximate location. This is because the run-of-station fly ash from Tarong North is of a 

consistent colour and quality, is located approximately 200 kilometres from Sunstate and the 

collection facilities are owned and operated by TEC itself. 

Public benefits claimed by Pozzolanic 

Pozzloanic has submitted that the Agreement in its present form provides significant public benefits 

in the form of environmental benefits; cost-efficiency benefits; concrete performance benefits; 

efficient utilisation of existing assets; and security of supply benefits. 

Sunstate agrees that the collection and use of fly ash from power stations for re-use in cement 

products results in significant public benefits. However, Sunstate remains of the view that 

Pozzolanic has not demonstrated that these claimed public benefits will result from entering into or 

giving effect to the Agreement in its present form. These benefits would potentially result from any 

arrangement to collect and use fly ash, not necessarily from an exclusive arrangement of the type 

for which Pozzolanic is seeking authorisation. 

Detriment to the public caused by lessening of competition 

Sunstate remains concerned that the Agreement as it relates to Tarong North power station may 

foreclose or materially constrain Sunstate's future access to the only economically viable source of 
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fly ash which it can use to manufacture blended cement products to be sold in competition with 
Pozzlonic/Gement Australia. 

Under the Agreement, TEG agrees to sell to Pozzolanic and Pozzolanic agrees to buy any and all 

fly ash that Pozzoloanic obtains from the "Ash Transfer Points". "Standard Ash Transfer Points" at 

Tarong North Power Station include the connection pOints for the Tarong North Power Station 

bag house filter hoppers and any other points approved in writing by Tarong North Pty Ltd. 

Despite comments made by Pozzolanic's representatives at the pre-decision conference, Sunstate 

submits that, in its current form, the Agreement is likely to result in substantial public detriment 

constituted by a lessening of competition in the downstream supply of fly ash and fly ash blended 

cement products. 

Pozzolanic made much of the fact that in the past Pozzolanic has not taken 100% of the total fly 

ash output from Tarong North Power Station and has returned reject ash from its classifier to the 

run-of-station silo. But under the Agreement TEG agrees to sell to Pozzolanic and Pozzolanic 

agrees to buy any and all fly ash that Pozzolanic obtains from the "Ash Transfer Points", defined to 

include the connection points for the Tarong North Power Station bag house filter hoppers. 

Sunstate continues to be concerned that if the Agreement is authorised in its present form, 

Pozzolanic would be entitled to take up to 100% of fly ash output from Tarong North for a period of 

3 years, effectively granting Pozzolanic the ability to foreclose Sunstate's only practical and 

economically viable source of run-of-station fly ash. This would prevent, or at a minimum very 

materially constrain, Sunstate's ability to supply fly ash and fly ash blended cement products in 

competition with Pozzolanic, and so would lessen competition in these downstream markets. 

In its current form, the Agreement is likely to result in substantial public detriment in the nature of 

diminished competition for the supply of fly ash and fly ash blended cement products. Sunstate's 

position is that the Agreement should not be authorised unless the Agreement is expressly 

amended, or a condition of authorisation is imposed, that ensures adequate ongoing availability of 

supply of run of station fly ash from Tarong North power station to Sunstate and other third parties. 

In Sunstate's view, a quantity in the order of 25,000 tonnes per month/300,000 tonnes per annum 

should remain available on a first rights basis for third party collection from the silo at Tarong North 

Power Station, in order to mitigate the public detriment constituted by the potential foreclosure of 

supply of Sunstate's only economically viable source of fly ash for the period of the Agreement. 

Summary 

• Sunstate continues to oppose authorisation of the Agreement in its current form on the 

basis that Pozzolanic has not demonstrated that the Agreement in its present form is likely 

to result in net public benefits that outweigh the likely anti-competitive detriment associated 

with the Agreement, in particular the potential foreclosure of supply of Sunstate's only 

economically viable source of fly ash for the period of the Agreement. 

• Sunstate would not object to authorisation if the Agreement were to be amended, or a 

condition of authorisation were imposed, that ensured that an amount of at least 25,000 

tonnes per month/300,OOO tonnes per of fly ash annum remained available on a first rights 

basis for third party purchase from TEG at Tarong North Power Station. 

Sunstate Cement Ltd, 19 May 2011 
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