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Conference commenced: 12:05pm 

Introduction 

Commissioner Walker welcomed attendees, made some introductory remarks 
outlining the purpose of the conference and declared the pre~decision conference open. 
Because the conference was called by Pozzolanic, Commissioner Walker invited Mr 
Chris White, the Chief Spokesperson for Pozzolanic, to make an opening statement. 

Opening Statements 

Chris White, Ex-Manager Pozzolanic, explained his role as former Business Manager 
Fly Ash for Pozzolanic and why he is qualified to speak for Pozzolanic at the 
conference. 

Mr White asked whether Tarong could provide some background information about 
how the Agreement carne about before Pozzolanic proceeded with its opening 
statement. 

Philip Ware stated that Tarong was concerned that it did not currently have regulatory 
certainty about the Fly Ash Supply Agreement (Agreement), the subject of the 
authorisation application. Tarong supported authorisation of the Agreement because it 
would provide Tarong with some regulatory certainty. 

Mr Ware provided some background on the tendering arrangements that had led to the 
Agreement. He noted that the previous round of tendering is the subject of ongoing 
Federal Court proceedings. Mr Ware stated that the ACCC's draft determination on the 
current matter does not provide Tarong with any regulatory certainty. 

Mr Ware stated that in Tarong's view, the market relevant to this assessment is 
whoever turns up on the day of the tender. In the case of the most recent tender, only 
three parties provided tenders in response to Tarong's request for tender: Pozzolanic, 
Sunstate and Nucrush Group (Nucrush). 

Mr Ware stated that all parties who submitted tenders for the acquisition of fly ash from 
the Tarong and Tarong North Power Stations received what they asked for although, 
for reasons explained in Tarong's submissions to the ACCC, Nucrush did not get 
exactly what it asked for; Tarong negotiated with Nucrush until they arrived at the 
Option for otT-take of fly ash from Tarong Power Station. 

Mr Ware stated that other parties can still can access 300 000 tonnes from Tarong 
Power Station and a significant amount from Tarong North Power Station. 

Mr Ware explained how the two power stations capture fly ash. He noted that 
Pozzolanic has constructed an ash bypass system at Tarong North Power Station. Mr 
Ware described the physicality of how ash is removed from the power station. 

Mr Ware stated that, in Tarong's view, the Agreement would result in the beneficiated 
use of ash, which would provide the following benefits: 
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1. 	 Costs savings to Tarong from avoidance of the costs of slurrying and sending 
ash to the ash dam every 24 hours the more ash taken by Pozzolanic (or 
another acquirer) the less Tarong needs to pay to dispose of. 

2. 	 Actions towards meeting Tarong's external goals and KPls the Agreement 
will provide sustainability benefits by reusing ash. 

3. 	 The agreement will provide revenue to Tarong from the sale ofash to 

Pozzolanic. 


Mr Ware emphasised that Tarong will sell ash to anyone who approaches Tarong, as 
long as that person satisfies environmental and safety concerns. Tarong's strategy for 
selling ash to potential customers has been through running tender processes. 

Mr Ware stated that Tarong does not understand the core concern of the ACCC's view 
that the agreement will be anticompetitive. 

Commissioner Walker invited Mr White to continue Pozzolanic's opening statement. 

Chris White stated that he would cover three areas in his statement: 

1. 	 operational dynamics, what that means in terms of access to ash for Pozzolanic 
and other parties 

2. 	 what that means to surety of supply for all concerned and who is left out, and 

3. 	 Pozzolanic does not think there is a clear counterfactual to this agreement. 

Mr White spoke with reference to a printed set of 13 slides, which Pozzolanic provided 
to the ACCC on Tuesday 10 May 2011. 

Mr White referred first to slide 7, entitled "Hoppers along zones 1 to 6 of passes lA 
and 1 B at unit 1 at TPS". He noted that: 

• 	 Approximately 70% of the fly ash from Tarong Power Station is collected in 
hopper one and 70% of the remaining fly ash is collected in progressive hoppers 
so that very little ash is collected in the last hoppers. 

• 	 The fly ash collected in zones 2 and 3, when blended, is concrete-grade and 
requires no further processing. Of the fly ash collected in zone 1, approximately 
45% passes the fine screen test for concrete-grade tly ash but ash from zone 1 
must first be classified before the concrete-grade ash can be extracted. 

• 	 On a normal day, most ofPozzolanic's ash is taken from zones 1 and 2. 

Pozzolanic does not usually take any fly ash past zone 3. 


• 	 The amount ofash available in zones 2 and 3 is generally predictable. 

• 	 An 'access point' on a hopper is a piece of pipe. Mr White clarified that one 
could put a half dozen in the side of a hopper. Mr White stated that there is no 
physical obstacle to other parties taking ash from the hoppers. Pipe changeover 
can be done in half an hour. 
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• 	 Pozzolanic needs to take four tonnes of unprocessed fly ash to make one tonne 
of concrete grade fly ash product. 

Mr White discussed circumstances in which Pozzolanic might take ash from other 
zones, as set out in previous submissions to the ACCC. 

Mr White stated that Pozzolanic is temporarily taking ash from Nucrush's option pots. 

Mr White discussed the image in slide 9, "Hoppers and chain conveyer at TNPS". He 
stated: 

• 	 At Tarong North Power Station, Pozzolanic's pipes lead from the hoppers to 
either the Tarong North silo or Pozzolanic's classifier. 

• 	 Approximately 30% of the ash Pozzolanic takes from Tarong North Power 
Station goes directly to the Tarong North silo, 30-35% is extracted through 
classifying, and the rest goes back to the Tarong North silo. 

• 	 Pozzolanic could never take all of the ash produced at Tarong North Power 
Station because it does not have the facilities. 

• 	 Pozzolanic does not see why Sunstate would object to Pozzolanic putting reject 
ash into the Tarong North silo. 

At Tarong North Power Station, Pozzolanic processes the fly ash obtained from the rear 
hoppers. This comprises around 70% of the available fly ash at Tarong North Power 
Station. It does not take the ash from the front hoppers at Tarong North Power Station 
as Pozzolanic does not regard it as commercial to process that ash. 

• 	 Mr White advised that 70% of the ash at Tarong North Power Station is not 
used by Pozzolanic, it goes to the silo. The yield ofPozzolanic's classifier 
impacts upon how much fly ash Pozzolanic takes in practice. Even if Pozzolanic 
was as efficient as it could be, it could only take 50% of the ash. He disagreed 
with the view that Pozzolanic could take all the ash from Tarong North Power 
Station. 

It adds to this ash from zones 2 and 3 at Tarong Power Station, and then adds fly ash 
from zone 1 of Tarong Power Station if necessary. 

Mr White stated that when ash supply is restricted, all parties will suffer the same sorts 
of restrictions. 

• 	 Tarong is not the only source of ash in SE Queensland - Milmerran, Kogan 
Creek - also have ash to sell to customers. 

• 	 Pozzolanic supplies the concrete market. The customers in this market are: 
Pozzolanic's Cement Australia shareholders; Boral; and number of 
independents, including Wagners. Pozzolanic supplies Cement Australia's fly 
ash needs, Sunstate supplies Boral, and Independent Flyash Brokers supplies 
Wagners. Nucrush also takes ash. 
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• 	 There are no other parties in the market who will be affected by the Agreement. 
No one else has submitted tenders to Tarong. Mr White notes that there may be 
other parties not in the concrete business who want access to ash but this is a 
different issue. Mr White stated that there has never been a suggestion that other 
parties who want different ash could not get it now or in the future. 

On the counterfactual, Mr White submitted that the counterfaetual only affects 
Pozzolanic. 

• 	 Mr White stated that fly ash is not supplied on a spot basis. No one would set up 
an ash business on a spot basis because they would need surety of supply. 

• 	 Mr White stated that the need for Pozzolanic to have surety of supply means 
that it needs to have allocated hoppers for fly ash off-take so that it will know 
where to extract the ash on any given day. 

• 	 Mr White submitted that Tarong was unlikely to want to allocate quantities of 
ash rather than hoppers for off-take because it may not be able to guarantee it 
will be able to deliver that quantity. Power stations did not like to offer fixed 
tonnages because the quantity of ash produced is variable. 

• 	 Mr White advised that it was inherent in Pozzolanic's contract with Tarong that 
Pozzolanic was required to pass back 50% of the ash it obtained from Tarong 
North Power Station however it was possible the contract may not express this 
well. 

o 	 Only 50% of the ash that Pozzolanic takes is suitable to be used for 
Pozzolanic's purposes. Pozzolanic returns the rest so there is a guarantee 
and/or there is surety that there will be 50% left over for others. 

Colin Zeitlyn added the following to Mr White's statements. 

• 	 On surety of supply: Pozzolanic has long term contracts with its Cement 
Australia customers which require Pozzolanic to guarantee certainty of supply. 
Therefore, it needs guaranteed access to fly ash to enable it to provide the 
quantity of ash that it anticipates its customers will demand. 

• 	 No power station will ever guarantee a volume or quantity of ash that they will 
produce - they are in the business of selling power. They may turn the power 
station up or down and with it vary the amount of ash produced. The only way 
Pozzolanic can guarantee supply is to ensure they have a guaranteed source of 
fly ash. 

• 	 There has been a fundamental change in the market since 2007. Pozzolanic's 
share of sales has reduced by about 35-40%. 

• 	 Pozzolanic has always adopted a very cooperative approach. Where it has had 
supply available, it has never denied it to other parties. 

• 	 Sunstate has never gone without ash because Pozzolanic has withheld it from 
Sunstate. 
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• 	 Pozzolanic is currently in discussions with Sunstate about Tarong's planned 
power station shutdown later in the year to ensure Sunstate has supply during 
this time. 

Chris White stated that Pozzolanic had achieved surety of fly ash supply through 
investing a lot of money in Pozzolanic's equipment at Tarong and Tarong North power 
stations. Mr Ware noted that no other company has any equipment installed at either 
Tarong Power Station or Tarong North Power Station. 

Mr White stated that, to meet demand at any given time, Pozzolanic needs access to 
more than one unit (capacity) and some storage. Mr White noted that, at approximately 
$1000 per tonne, storage is more expensive than capacity. The cost of capacity is about 
a tenth of the cost of storage. As such, Pozzolanic relies on overcapacity during normal 
periods. 

Mr White stated that the basis ofPozzolanic's tender for access to ash from Tarong is 
calculated on its economic matrix of how much ash Pozzolanic needs to take compared 
to how much it costs. 

Pozzolanic pays a lot of money for guaranteed access to fly ash at the Tarong and 
Tarong North Power Stations because the consequences of not supplying to 
shareholders/customers are more costly than the payments for security of supply. 

Mr White stated that Pozzolanic has capital investments at Tarong and Tarong North 
Power Station of around $15-20 million. These investments include pipes, compressors, 
pumps, transfer stations, storage and weighbridge, and classifiers. Classifiers are 
situated in a fixed location. Pumps are moveable but are not usually moved. 

In response to a question from Commissioner Walker, Mr White indicated that the 
lifespan of Pozzolanic's capital at the power stations is long but requires ongoing 
maintenance. He noted that Pozzolanic has recently overhauled its capital. Over the 
course of three years, it has also automated it significantly. 

Constantine Gionis stated that classifiers can be moved, for example from Tarong 
Power Station to Milmerran Power Station and, in fact, all ofPozzolanic's equipment 
could be relocated but this would be at a considerable expense to Pozzolanic. 

Colin Zeitlyn added that civil, electrical and installation costs are 60-70% of total set 
up costs and are not recoverable. 

In relation to the counterfactual, Chris White stated that no one will come in to fill the 
void and take the ash that Pozzolanic is proposing to take under the Agreement. 
However, in theory, Pozzolanic could take ash from other power stations. 

Constantine Gionis summarised the 5 themes ofPozzolanic's submission today and its 
concerns in relation to the draft determination as follows: 

1. 	 Inappropriate application of the counterfactual Tarong's representatives and 
Chris White have spoken to this. 
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2. Inadequate weight given to competitive tendering process. 

3. Failure to properly consider the current competitive landscape. 

4. If there are any public detriments, they are quite limited. 

5. Inadequate consideration given by the ACCC in the draft determination with 
respect to the ability of third parties to take ash. 

Commissioner Walker invited Mr Brian Rietano, Chief Spokesperson for Sunstate to 
make a submission n behalf of Sunstate. 

Brian Rietano stated that Sunstate was concerned that the Agreement may enable 
access to fly ash at Tarong North Power station to be constricted because of the 100% 
right that Pozzolanic has to fly ash at Tarong North Power Station - although Sunstate 
did note that, in practice, Pozzolanic has not taken 100%. Nonetheless, the fact remains 
that it could. 

Mr Rietano submitted that, should Pozzolanic choose to enforce their right, this would 
affect Sunstate and downstream supply. 

Mr Rietano noted that Pozzolanic had suggested that other fly ash acquirers may be 
able to acquire ash from Milmerran Power Station and Kogan Creek Power Station. Mr 
Rietano stated that these alternate stations are far enough away as not to be 
economically viable for Sunstate. Mr Rietano noted that Kogan Creek and Milmerran 
power stations present ash colour quality issues for Sunstate. 

Commissioner Walker noted that two of the representatives for Vecor had not arrived 
at the conference and the only person who had arrived was Stephen Blanks, Legal 
Counsel for Vecor. 

Commissioner Walker noted that legal advisors were not usually given permission to 
address a pre-decision on behalf of their client. However, given that no other Vecor 
representative was present, Commissioner Walker asked the other attendees, 
Pozzolanic, Tarong and Sunstate, whether they objected to Mr Blanks making a 
submission to the conference on behalf of Vecor. 

Representatives for Pozzolanic, Tarong and Sunstate all indicated that they did not 
object. 

Stephen Blanks stated that Vecor: 

• 	 is neutral about the application 

• 	 does not currently take ash from Tarong or Tarong North Power Station but is 
interested in accessing fly ash from zone 1 of Tarong Power Station in the 
future 

• 	 is not interested in cement and fine grade fly ash 
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• 	 does not have operations currently but anticipates having operations in the 
medium term, and 

• 	 is interested in ensuring that supply arrangements for cement companies to take 
fine grade ash from Tarong Power Station do not negatively impact upon 
Vecor's ability to take ash from Tarong Power Station. 

Commissioner Walker opened the conference for discussion and invited additional 
questions or statements in relation to the issues raised. 

Chris White provided Pozzolanic's response to earlier statements by Sunstate: 

• 	 The Agreement obliges Pozzolanic to deposit reject ash from classifying to the 
Tarong North silo. Therefore, in practice, Pozzolanic could never take 100% of 
the fly ash at Tarong North Power Station. Even ifPozzolanic were able to take 
as much as it could, the classifying process meant it would still need to dispose 
of 50% of that ash. 

• 	 It is clearly set out in the Agreement that the reject ash does not belong to 
Pozzolanic. 

• 	 It is up to others as to how they tender based on what surety of supply they 
expect. 

• 	 Pozzolanic has been operating for many years and is not aware of any time 
when Sunstate has been unable to access the ash it wanted through a fault of 
Pozzolanic. Pozzolanic has always provided ash to Sunstate where it needed it. 

• 	 There is no evidence in Pozzolanic's history of behaviour or contracts to 
prevent others from taking ash. 

Philip Ware stated that Tarong has always drafted agreements to allow Tarong to sell 
leftover ash to others it would be to Tarong's detriment ifthis ash could not be sold. 

He noted that there are other uses for ash and that Tarong conducts tenders for non
concrete-grade fly ash. 

Mr Ware stated that Tarong produces 1-2 million tonnes of fly ash each year but does 
not know what quality that ash will be at any given time. As a result, Tarong cannot 
indicate to fly ash customers what that quality will be. 

Mr Ware stated that it is difficult for Tarong to contract for fixed quantities because of 
operational concerns such as disruptions to the supply ofash due to upgrades or 
outages. 

Going forward, Tarong will not be able to promise anyone quality or quantity since the 
power stations will move away from being a base-load operator to a, perhaps, 2-shift 
operator or will operate for fewer than 24 hours each day. 

Mr Ware submitted that Tarong does not have any intermediate storage and does not 
intend to build any. 
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He also noted that Tarong had sought to clarify the apparent confusion at paragraph 
1.24 of the ACCC's draft determination. This clarification was explained in detail in 
paragraphs 4.8 4.12 of Tarong's 5 May 2011 submission in response to the draft 
determination. Mr Ware stated that Tarong has the ability to sell the fly ash from 
hoppers that are currently the subject ofNucrush's Option and in use by Pozzolanic to 
other parties as well. Tarong has retained that right. 

In response to comments by Sunstate, Mr Ware noted that, at tender, Sunstate bid for 
and paid a non-firm price for non-firm access to fly ash from Tarong North Power 
Station. At the next tender, if Sunstate can out-bid Pozzolanic for access to fly ash from 
Tarong North Power Station and can pay for it at a firm price, Tarong would be happy 
to supply it to Sunstate. 

Mr Ware noted that he had a written submission to provide to the ACCC. He handed 
the submission to Ian Lawrence. 

Brian Rietano stated that Sunstate is happy with Pozzolanic's overtures about certainty 
of supply but concern still remains about ambiguity over who has rights to fly ash. 

Philip Ware stated that Tarong was willing to amend the Agreement if it sounds like 
Pozzolanic has somehow captured the Tarong North ash beyond what they have 
tendered and paid for. 

Colin Gionis rejected that there is any ambiguity in the Agreement. He proposed that 
the only reason Sunstate is interested in the matter is to get a better deal on what they 
have tendered for. 

Kevin Savoury stated that the price that Pozzolanic charges Sunstate is a reflection of 
Pozzolanic's costs. Pozzolanic picks a price at the beginning of the year and sticks to it. 

• 	 Pozzolanic works out a cost per year which reflects the cost of servicing its 
shareholders. The price also reflects the operating cost ofall the equipment that 
Pozzolanic has on site, and cost to produce fine grade ash. 

• 	 Whether Sunstate buys from Pozzolanic or not makes no commercial difference 
to Pozzolanic whatsoever. Selling fine grade (processed) fly ash to Sunstate 
requires a great deal of configuration to do and is inconvenient to Pozzolanic. 

• 	 Pozzolanic has always dealt with Sunstate in good faith. Mr White also stated 
that Pozzolanic has usually supplied Sunstate at below cost price to ensure there 
would be no disputes. 

Chris White noted that Pozzolanic is not privy to what Sunstate has paid for its supply 
of fly ash from Tarong North Power Station. However, this is not an appropriate 
process for any party to re-negotiate what they got out of the previous agreement. Mr 
White suggested that Sunstate can submit a new tender next time. He stated that 
Pozzolanic's documents are very clear. 
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Philip Ware noted that he personally has never seen any complaints that parties cannot 
access enough ash from the Tarong and Tarong North Power Stations. As a result, 
Tarong has never felt the need to re-draft its supply agreement with Pozzolanic. 

Chris White noted that the term of the Agreement is three years and the supply 
contracted to Pozzolanic will be subject to re-tender at the end of that three-year period. 

Commissioner Walker called for any further comments. No further comments were 
made. Commissioner Walker closed the conference by noting that the ACCC would be 
providing a further opportunity for parties to make written submissions in respect of its 
draft determination, asked for those submissions to be provided to the ACCC by 20 
May 2011 and advised that the ACCC would provide participants with a record of the 
conference, which would also be placed on the ACCC's public register. 

Commissioner Walker signed the conference certificate. 

Conference closed: 1 :4Spm 
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