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ATTACHMENT A 


Partial Response to Information Request dated 18 February 2011 


Describe any differences between the proposed Fly Ash Supply Agreement which is 
subject to authorisation A91261 (the Agreement) and the agreement that was the 
subject of the prior application for authorisation A91245. 

There are no substantial differences between the Agreement and the agreement that was the subject 
of the prior application for authorisation A91245. There was one minor amendment to the prior 
agreement in which the date in clause 2.2(a) and (b) was changed from 31 December 2010 to 
30 June 2011. 

Describe any differences between the Agreement and the 2003 agreement between 
Pozzolanic, Tarong Energy Corporation Limited (TEC) and Tarong North Pty Ltd. 
Please provide the ACCC with a copy of the 2003 agreement. 

Pozzolanic is endeavouring to provide the Commission with a complete answer to this request as 
soon as possible. 

Please detail Pozzolanic's views on the counterfactual. That is, the most likely course 
of action if, for whatever reason, the ACCC decided not to grant authorisation of 
A91261. 

Pozzolanic considers that the Commission's view on the future without the authorisation should be 
based on what is most commercially likely under the circumstances. That is, in determining what is 
likely to result if the conduct is not authorized the Commission should take into consideration the 
commercial likelihoods and whether there is a real possibility of a particular result following a refusal 
for authorisation. 1 

Clause 2.1 of the Agreement provides that the Agreement does not come into force and effect unless 
and until Pozzolanic obtains Authorisation on terms and conditions satisfactory to TEC or, TEC notifies 
Pozzolanic that it is satisfied, in its absolute discretion, that the Authorisation is not required. As such, 
Pozzolanic considers that TEC is best placed to advise the Commission on what it considers is the 
most likely commercial outcome without the authorisation. 

1 Howard Smith Industries Ply Ltd and Adelaide Steamship Industries Ply Ltd (1977) 28 FlR 385 at 405. 
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4 Do you agree with TEC's views on the counterfactual (see page 22 ofTEC's 10 January 
2011 submission to the ACCC, available from the ACCC's public register at 
www.accc.gov.au/AuthorisationsRegister). If so, why? If not, why not? 

In its submission, TEe effectively set out two potential counterfactuals: 2 

(a) 	 TEe could waive the condition precedent, it was noted by TEC however that any decision in 
relation to this would be subject to the considerations of new ownership following Queensland's 
Shareholder review; 

(b) 	 TEe could continue to seek to maximise the sales of ash via periodic open market tenders. 3 

(One assumes, although not set out expressly by TEe in its submission. that in this scenario the 
Interim Fly Ash Agreement with Pozzolanic would conclude in June 2011 and after this time. or 
before that time, TEC would re-tender for the sale of fly ash at T arong and Tarong North Power 
Stations). 

Pozzolanic considers that either of these two alternative counterfactuals could be commercially likely 
but notes that the degree of likelihood as to which alternative might occur, and the terms upon which it 
might occur. remain a matter for TEC. Notwithstanding this, Pozzolanic considers that it can add the 
following context to the Commission's consideration of these counterfactuals. 

Pozzolanic considers that should the counterfactual result in TEe waiving the condition precedent. the 
impact on competition would be. if anything, just as pro-competitive in respect to access to fly ash from 
Tarong Power Station as if authorisation were granted. The Agreement provides a clear and 
transparent regime under which third parties can seek access to fly ash at Tarong Power Station. 4 

However. notwithstanding this, Pozzolanic considers that this outcome would not be as desirable as 
an outcome in which authorisation is granted. The authorisation process provides a public process in 
which the terms and operation of the Agreement are transparent to third parties enabling them to 
make informed business decisions. Importantly. the authorisation process, once granted. provides 
confidence to third parties that the access provisions in the Agreement will remain as they are on a 
continuing basis for the term of the Agreement. In the absence of authorisation, the parties are 
effectively unrestrained in their ability to alter the terms of the Agreement over time, therefore reducing 
the certainty to third parties of the access currently provided under the Agreement. 

In respect of Tarong North Power Station. should the counterfactual result in TEe waiving the 
condition precedent Pozzolanic considers the impact on competition would be to preserve the status 
quo under which third parties such as Sunstate already have access to adequate fly ash from the 
Tarong North silo. In this respect Pozzolanic note Sunstate's submission that from 2006 to the 
present, Sunstate has generally been able to obtain sufficient quantities of run-of-station fly ash from 
Tarong North to meet demand for its customers. 5 

Pozzolanic considers that should the counterfactual result in TEe re-tendering for the sale of fly ash at 
Tarong and Tarong North Power Stations, little would alter from the current status quo. Pozzolanic 
notes that the three companies that responded to TEC's 2006 tender (Pozzolanic, Sunstate and 
Nuash) all obtained agreements with TEe for the supply of fly ash from Tarong and/or Tarong North 
Power Stations based on their tender bids. Pozzolanic considers it likely that if TEe re-tendered in a 
way which sought to maximise the sale of fly ash, the same three companies are likely to tender again 

2 See TEe's Submission, 10 January 2011, page 22. 

3 See Tarong's Submission. 10 January 2011, page 22. 

4 	 In this respect, Pozzolanic note that Nucon currently have an agreement with TEe, entered into on 10 February 2010, to 
access fly ash at Tarong Power Station which it has not yet chosen to take up. (See TEe Submission, 10 January 2011, page 
17). 

5 See Sunstate Submission, 14 February 2011, page 4. 
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on similar terms.6 In particular, Pozzolanic considers it would again be likely to bid for preferential 
access to a large portion of the available fly ash so as to ensure it can provide surety of supply to its 
shareholders who are large concrete manufacturers. Whether any other additional companies would 
tender, or the extent to which TEe would re-structure its tender process, is uncertain. 

Pozzolanic notes that in either of these counterfactuals, it is likely there would be at last three 
companies with access to fly ash at Tarong and/or Tarong North Power Stations. 

As well as this, Pozzolanic notes that Independent Flyash Brokers would continue to have access to 
fly ash at Millmerran Power Station, and other companies (including Nucon) would also continue to 
have access to Bayswater Power Station fly ash in New South Wales. 

Please detail the extent to which the claimed public benefits to be derived from the 
Agreement would or would not arise in the counterfactuals identified in response to 
Questions 2 and 3 above. 

Again, Pozzolanic considers that TEe is best placed to respond to queries in relation to the 
counterfactual. NotWithstanding this, Pozzolanic can add the following context. 

Pozzolanic considers that should the counterfactual result in TEe waiving the condition precedent, the 
same claimed public benefits would arise as those in the event that authorisation is granted. These 
public benefits are set out in Pozzolanic's submission in support of its Application at pages 29-30. 
Pozzolanic also considers, however, that certain additional benefits arise as a result of authorisation, 
including increased certainty and transparency providing confidence to third parties that the access 
provisions in the Agreement will remain as they are on a continuing basis for the term of the 
Agreement. Pozzolanic submits that these same benefits would not accrue under a counterfactual 
involving a waiver by TEe of the condition precedent. 

Pozzolanic considers that should the counterfactual result in TEe re-tendering for the sale of fly ash at 
Tarong and Tarong North Power Stations, again, it is likely that the same claimed public benefits 
would arise as those in the event that authorisation is granted. Pozzolanic considers however that in 
this counterfactual there would be less certainty of the degree to which these benefits would arise as 
the benefits would depend largely upon the terms on which TEe sought to re-tender. Pozzolanic also 
considers that if the tender was structured in a way in which fly ash sales were not maximised, less fly 
ash might be taken for use in concrete than would otherwise be the case and fewer public benefits 
would accrue. 

In Pozzolanic's opinion, what if any public detriment would arise under either 
counterfactual identified in response to Questions 2 and 3 above. 

Again, Pozzolanic considers that TEe is best placed to respond to queries in relation to the 
counterfactual but can add the following context. 

Pozzolanic considers that should the counterfactual result in TEe waiving the condition precedent, 
there would be minimal public detriments for the reasons previously set out by Pozzolanic in its 

6 Pozzolanic notes from TEC's Submission that the most recent tender only concluded in late 20091 early 2010 (see TEC 
Submission, 10 January 2011, page 15). 
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submission in support of the Application at pages 30-31. Again, however, Pozzolanic considers that 
this counterfactual would not provide the same certainty to third parties as an agreement that has 
been subject to the authorisation process. 

Pozzolanic considers that should the counterfactual result in TEe re-tendering for the sale of fly ash at 
Tarong and Tarong North Power Stations, where the re-tender is structured in a way in which fly ash 
sales are maximised and in which there is a clear and transparent third party access regime for 
Tarong Power Station (as there is under the current Agreement) along with the continuation of 
adequate fly ash being available from Tarong North Power Station for third parties, minimal public 
detriments would result. 

Please estimate the prices that POZ2olanic would be likely to pay to access and/or 
acquire fly ash produced at Tarong and Tarong North Power Stations without 
authorisation of application A91261. In doing so, please set out whether these prices 
are likely to be higher, lower or equal to the prices that Pozzolanic would pay if 
authorisation of application A91261 were granted. 

Pozzolanic is not in a position to answer this question. As set out above, in a counterfactual in which 
authorisation is not granted, the terms upon which access to fly ash might be granted to Pozzolanic 
are unknown and are reliant upon TEe's commercial decisions. 

It is relatively clear though that if authorisation is not granted and the condition precedent is waived, 
Pozzolanic would pay the same price to access and/or acquire the fly ash produced at Tarong and 
Tarong North Power Stations as set out under the Agreement. 

In circumstances where TEe sought to re-tender, and Pozzolanic bid for access to fly ash from Tarong 
and Tarong North Power Stations, the price Pozzolanic would be likely to bid would depend on a 
range of commercial factors including, the structure of the tender, whether supply was guaranteed, the 
extent to which Pozzolanic was required to remove, add-to or alter its fly ash equipment at the power 
stations, the quality of the fly ash available, the term of the agreement, industry circumstances etc. 
Any such offer would require a detailed review of the terms offered and Pozzolanic's commercial 
position. 

Without authorisation, please estimate the prices at which Pozzolanic and/or related 
entities would sell/transfer fly ash taken from Tarong Power Station and/or Tarong 
North Power Station to third parties. Are these prices likely to be higher, lower, or 
equal to the prices that Pozzolanic would charge if authorisation were granted? 

Pozzolanic is not in a position to answer this question. As set out above, in a counterfactual in which 
authorisation is not granted, the terms upon which access to fly ash might be granted to Pozzolanic 
are unknown and are reliant upon TEe's commercial decisions. 

Further, the prices at which Pozzolanic sells fly ash taken from Tarong and/or Tarong North Power 
Station to third parties is a function not only of the terms and conditions of access to that fly ash, but is 
also reliant upon various other production costs including costs of processing, costs of transporting 
and the costs of storing the fly ash, as well as the quality of the fly ash, and the relevant competitive 
landscape, amongst other factors. Future prices to third parties under a new agreement with TEe is 
likely to require a detailed review of aU of these factors. 
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9 On page 19 of Pozzolanic's submission in support of the application for authorisation, 
Pozzolanic submits that it usually take less than 50 per cent of the fly ash feedstock 
pumped into its classifier and returns the rest to the Tarong North silo. The ACCC 
notes that interested parties have raised concerns that the Agreement may provide 
Pozzolanic guaranteed access to more fly ash than Pozzolanic could use. Please 
explain why Pozzolanic requires access to all the fly ash from Tarong North Power 
Station. 

In response to this question, Pozzolanic acknowledges that the Agreement entitles Pozzolanic to "any 
and all" fly ash under the current Ash Transfer Points, and notes that: 

despite this entitlement, access to these Ash Transfer Points is constrained by various clauses 
under the Agreement such that access to "any and all" of the fly ash from these Ash Transfer 
Points is not guaranteed in all circumstances; 

various exigencies associated with fly ash production are such that Pozzolanic considers it 
valuable and necessary to obtain a "first right" to access sufficient quantities of sufficient quality 
fly ash to ensure it can meet its daily demand requirements in the face of supply difficulties; 

the practical operation of its business and the Agreement is such that under normal operating 
conditions there has been, and will continue to be, access to large amounts of fly ash from the 
Tarong North silo for third parties. 

Pozzolanic's entitlement under the Agreement is constrained 

Despite Pozzolanic's entitlement under the Agreement to take "any and all fly ash" from the Ash 
Transfer Points in respect of Tarong North Power Station, Pozzolanic's rights in this respect are 
constrained by the following clauses of the Agreement As such, while Pozzolanic may access all of 
the current Tarong North "Ash Transfer Points" this does not mean that Pozzolanic does or could take 
100% of the total fly ash at of T arong North Power Station over time. 

Firstly, Pozzolanic notes clause 4.3 of the Agreement which provides that TEC may, in its absolute 
discretion and notwithstanding any submission made by the Contractor, vary the Ash Transfer Points 
at T arong North Power Station by giving written notice to the Contractor specifying new or varied Ash 
Transfer Points on three months notice. The Ash Transfer Points in respect of Tarong North Power 
Station are defined as "the connection points of the TNPS bag house filter hoppers, and any other 
pOints approved in writing by the Manger at which the Contractor may take possession of Fly Ash". So 
although Pozzolanic is currently connected to all eight hoppers at Tarong North Power Station (see 
further details below), this may not necessarily be the case going forward, as TEC could chose to vary 
Pozzolanic's access to these Ash Transfer Points in accordance with the Agreement 

Secondly, clause 7 also provides that if during a period of 3 or more consecutive months Pozzolanic 
collects less than 50% of the total amount of fly ash available from the Ash Transfer Points for reasons 
other than those listed in that clause, and it is not able to satisfy TEC that it has the capacity and 
intention to use at least 50% of the total amount of fly ash available for the following 3 months, then 
upon TEC's request Pozzolanic must use reasonable endeavours to permit third parties to access the 
Ash Transfer Points to remove the Surplus Ash. This includes the Ash Transfer Points at Tarong 
North Power Station. 

Thirdly, Pozzolanic notes that clause 8.1 (b) of the Agreement requires that Pozzolanic deliver fly ash 
taken from the Tarong North Ash Transfer Points that it does not wish to purchase to the Tarong North 
silo. As Pozzolanic noted in its submission, Pozzolanic usually removes less than 50% of the fly ash 
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feedstock that is pumped through its classifier. This is because due to Pozzolanic's production 
process, it requires access to far greater amounts of fly ash than it actually takes. Further details of 
Pozzolanic's production process are set out further below. 

Finally, Pozzolanic notes that were it to seek to alter its equipment at Tarong North, it would need to 
seek approval from TEe pursuant to clause 10 of the Agreement. 

Pozzolanic's "first right" to fly ash at Tarong North Power Station 

Fly ash is a bulky low value product. However, unlike mainstream commodity products, there are 
important distinguishing characteristics of fly ash which inform the supply/demand dynamics of a fly 
ash business. These include: 

fly ash is a by-product of electriCity generation - the fly ash off taker does not control production 
of run of station fly ash which is the sole input into fine grade fly ash; 

fly ash is not a chemically homogenous product - it varies quite significantly in performance 
depending on coal source, the power station operating conditions, the cement it is paired with, 
and its final application; 

production constraints at a power station can significantly impact the quality and quantity of fly 
ash available on any given day; 

the production of fly ash is not a primary concern of power stations because: 

it can interfere with power station operations if not disposed of within a short time frame; 

power stations typically have minimal ability to store fly ash on-site; 

power stations have an incentive to dispose of fly-ash on a daily basis; 

the benefits of fly ash for use in concrete are not only measured by relative strength but also by 
"workability" and other qualities that are difficult to measure. 

Despite these distinguishing characteristics, customers still demand a highly consistent quality product 
and surety of supply. As such, a fly ash business is geared towards smoothing the demand / supply 
balance (as to both quality and quantity) through complex testing, logistic and delivery systems in the 
face of the dynamics listed above. For example, Pozzolanic was recently required to dump 800 
tonnes of fly ash which it had processed after its silos became contaminated with a high LOI batch of 
fly ash, which made the ash unsuitable for its customers needs. Due to these production variables, 
consideration of annual demand and supply tonnages is rarely helpful in understanding the day-to-day 
requirements of a fly ash business. 

Whilst there may appear to be a large amount of fly ash produced at Tarong North Power Station 
annually, the complex extraction and processing methods, as well as the production variables listed 
above (including unit outages which may occur at Tarong Power Station from time to time), require 
Pozzolanic to have access to sufficient spare capacity to ensure there is enough fly ash to meet 
demand on a day-to-day basis. As such, Pozzolanic's entitlement under the Agreement effectively 
operates as a "first right". This "first right" to fly ash from the Ash Transfer Points at Tarong North 
Power Station provides Pozzolanic with access to sufficient fly ash to ensure it can meet its daily 
demand requirements in the face of supply difficulties. 

Of importance also is that Pozzolanic partiCipated in a competitive tender process, as outlined by TEe 
in its submission, in which it effectively tendered for the "first right" to take fly ash from Tarong North 
Power Station in circumstances where production shocks can result in limited availability of fly ash 
from time to time. Pozzolanic notes TEe's submission that it has engaged in public tenders in 2002, 
2006 and 2010 to facilitate access to its fly ash and that no commerCially credible offers have been 
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received from third parties other than Pozzolanic for the firm purchase of more than trivial volumes of 
fly ash when compared to the volumes committed to by Pozzolanic. 7 

Pozzolanic's business model and the practical availability of fly ash at Tarong North 

As set out in Pozzolanic's submission in support of its Application, fly ash which is of suitable quality 
can be used as a supplementary cementitious material including, amongst other things, as a partial 
replacement for Portland cement in the manufacture of concrete. The Australian Standard, AS3582.1 
- Supplementary cementitious materials for use with Portland and blended cement - Part 1: Fly ash, 
defines four grades of fly ash being Coarse, Medium, Fine and Special. The grades are differentiated 
in part by the increasing fineness of the fly ash. 

Pozzolanic has at all times sought to manufacture a fly ash product of exceptionally high quality. Such 
quality is principally a function of a very high degree of fineness (measured by the percentage of 
product flowing through a 45 micron sieve), a low LOI and a constant colour. Pozzolanic has 
historically aimed for a level of fineness in fly ash in excess of 85%. Moreover, this is the product 
which the majority of Pozzolanic's customers demand. 

As set out in Pozzolanic's submission in support of its Application, fly ash produced by a power station 
usually requires some form of beneficiation (through which the absolute fineness and consistency of a 
material is increased by physical processing). which includes classification and milling. Pozzolanic's 
preferred method of processing is classification which separates finer particles of fly ash from coarser 
fly ash particles using centrifugal force, until the desired level of fineness is achieved. Importantly. this 
process is a "separation process", it does not attempt to crush or mill the fly ash. As such. the 
classification process will always result in some residual fly ash, or reject ash, which is on average 
coarser than the feedstock. The amount of residual fly ash is largely a factor of the average fineness 
of the feedstock aSh. and the level of desired fineness sought to be achieved through classification. It 
also depends on the efficiency or "yield" of the classifier and other equipment. Some classifiers which 
are more efficient can achieve a higher "yield" of finer fly ash than others. The selection of the 
eqUipment used is a commercial decision which is dependent on any number of variables including 
the quality of the feedstock ash, the cost of the classifier and other equipment, and practical site 
requirements. 

At Tarong North Power station fly ash is deposited into collection hoppers below the fabric filters. 
There are eight hoppers arrayed two deep and four across. These hoppers are labelled A 1, A2, A3, 
A4, 81, 82, B3 and 84. Below the hoppers are chains of conveyers that deliver the ash discharged by 
the hoppers to one collecting drag chain that conveys the fly ash to a bucket elevator located adjacent 
to the Tarong North silo. The bucket elevator elevates and then dumps the fly ash into the Tarong 
North run-of-station silo. Tarong North Power Station has one run of station silo and the silo has a 
nominal capacity of approximately 500 to 700 tonnes. This silo has a load-out facility which can be 
used to discharge fly ash into a tanker to third parties. The fly ash that is not removed from the 
Tarong North run of station silo is slurried into a thickened paste and pumped overland to the ash dam 
for disposal. 

In the period around March I April 2007, Pozzolanic installed and commissioned a classifier at the 
T arong North Power Station after receiving approval from TEC for the configuration of the facilities 
(including for the connection points to the Tarong North Power Station baghouse filter hoppers). The 
configuration of the classifier is such that: 

(a) feed ash is taken from selected hoppers under the Tarong North fabric filters for classification; 

(b) classified fly ash is presented to a product ash bin and loaded into tankers; 

(c) reject ash is delivered into the station ash reject bin and then onto the Tarong North run-of
station silo via a reject ash pipe. 

7 See TEe Submission. 10 January 2011. page 22. 
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Typically, Pozzolanic takes from the hoppers most further away from the air flow through the fabric 
filters, being B4, B2, A4 and A2 (the "Back Hoppers"). Pozzolanic does not typically take fly ash from 
hoppers B 1, B3, A 1 and A3 (the "Front Hoppers"). From experience over time, Pozzolanic 
understands that approximately 30% of the fly ash produced at T arong North Power Station is 
delivered into the Front Hoppers, and the remaining 70% is delivered into the Back Hoppers. When 
required, Pozzolanic takes feed ash from the Back Hoppers for classification, which typically requires 
access across 16 hours a day. Pozzolanic notes that in practice, it does not necessarily take the 
entire 70% of fly ash in the Back Hoppers for classification. This residual fly ash is delivered to the 
Tarong North silo, along with the reject ash from the classification process. In addition to this, the 
remaining 30% of the fly ash from the Front Hoppers is also delivered to the Tarong North silo. 

At Tarong North it has been Pozzolanic's experience that under normal operating conditions, and 
assuming that Pozzolanic took the entire 70% of the fly ash from the Back Hoppers for classification, 
at least 40% of the total fly ash produced on a daily basis at Tarong North Power Station would 
ultimately be delivered into the Tarong North silo and be available to third parties. Based on TEC's 
estimate that Tarong North produces approximately 400,000 tonnes per annum, this amounts to 
approximately 160,000 tonnes per annum available from the Tarong North silo. 

Finally, Pozzolanic notes Sunstate's view that a quantity of 25,000 tonnes per month/300,OOO tonnes 
per annum, should remain available on a first rights basis for third party collection from the silo at 
Tarong North Power Station. 8 In Pozzolanic's view, imposing a condition to reserve this amount of fly 
is potentially not only impractical (for the reasons set out in response to Question 15) but would not 
solve Sunstate's dilemma of insufficient direct supply at times when the single unit at Tarong North 
Power Station is not operating. This outcome demonstrates the inherent constraints of power station 
fly ash production and the risks businesses face in sourcing fly ash from a single source. In saying 
this, Pozzolanic has previously provided Sunstate with access to run of station fly ash from Tarong 
Power Station during times of outage at Tarong North Power Station and will continue to do so should 
Sunstate require a back up source of fly ash into the future. Pozzolanic assumes that Sunstate has 
been open to approach TEC for direct access to fly ash at Tarong Power Station, whether that be 
through the tender process or other processes, should it wish to obtain direct access to a back up 
supply. 

10 	 Please provide, in relation to the fly ash Pozzolanic has taken from each of Tarong and 
Tarong North Power Stations annually for the period 2008-2011: 

ei) 	 total tonnage of fly ash to be taken from the Ash Transfer Points at each power 
station; 

(i) 	 the total cost of fly ash to be taken from each power station (please separately 
identify payments made to each power station); 

(ii) 	 the total tonnage to be onsold by Pozzolanic in any form; 

(iii) 	 the total tonnage to be supplied by Pozzolanic to third parties not related to 
Pozzolanic; and 

(iv) 	 the total tonnage of fly ash to be returned to Tarong North silo. 

Pozzolanic is endeavouring to provide the Commission with a complete answer to this request as 
soon as possible. 

8 See Sunstate Submission. 14 February 2011, page 5. 
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11 For each year of the proposed Agreement, please provide estimates of: 

(i) 	 total tonnage of fly ash to be taken from the Ash Transfer Points at each power 
station; 

(v) 	 the total cost of fly ash to be taken from each power station (please separately 
identify payments made to each power station); 

(vi) 	 the total tonnage to be onsold by Pozzolanic in any form; 

(vii) 	 the total tonnage to be supplied by Pozzolanic to third parties not related to 
Pozzolanic; and 

(viii) 	 the total tonnage of fly ash to be returned to Tarong North silo. 

Pozzolanic is endeavouring to provide the Commission with a complete answer to this request as 
soon as possible. 

12 	 The ACCC notes that Pozzolanic has submitted that 100 per cent of the access points in 
zones 5 and 6 across units 1 to 4 of Tarong Power Station are available for third parties 
to access fly ash (Reserved Ash): 

(i) 	 Please describe the quality of fly ash that is available from these access points 
and compare this with the quality of fly ash that will be available to Pozzolanic 
under the Agreement. 

(ix) 	 If there is a quality difference, please quantify the estimated effect on 

downstream production costs of using the different quality fly ashes 


In its submission in support of its Application, Pozzolanic stated that although not provided for 
expressly in the Agreement, TEC also has available to it the remaining 12.5% of access points for 
zones 1 to 3, across units 1 to 4, being pass 48, as well as 100% of all access points for zones 5 and 
6 across units 1 to 4. This equates to TEC reserving access to approximately 14% of the total fly ash 
available from Tarong Power Station. For the purposes of its submission, Pozzolanic referred to this fly 
ash as "Reserved Ash",9 

Pozzolanic notes that the additional amount of fly ash available due to the 100% of access to zones 5 
and 6 is de minimus at 1.5% of total ash produced which was clear on the face of Pozzolanic's 
submission, Pozzolanic notes that its definition of "Reserved Ash" also included the remaining 12.5% 
of access pOints for zones 1 to 3, across units 1 to 4, which would be of comparable quality to the fly 
ash available to Pozzolanic under the Agreement. Relevantly, the fly ash accessible from zones 2 and 
3 does not necessarily require any further benefiCiation, depending on what standard of fly ash one 
wishes to achieve. 

The fly ash available from zones 5 and 6 is very, very fine fly ash, and whilst of high quality, its 
fineness does make it more difficult to handle. Pozzolanic also understands that the fly ash in zones 5 

9 See Pozoianic SubmisSion, 3 December 2010, page 20, 

page 19 



and 6 may include cenospheres. Pozzolanic understands that cenospheres are floating or voided fly 
ash particles which can be used in various applications such as: 

(a) sound insulation materials; 

(b) fillers in plastic products; 

(c) foam additives; 

(d) inclusions in fire proofing tape; 

(e) thermal insulation materials; and 

(f) refractory applications. 

Pozzolanic is aware that companies could potentially mine zones 5 and 6 for cenospheres which 
Pozzolanic understands are considerably more valuable than fly ash for use in concrete. Pozzolanic 
considers TEC is in a better position to provide information on the quality and quantity of the 
cenospheres available for third parties. 

13 	 On page 20 of Pozzolanic's submission in support of the application for authorisation, 
Pozzolanic submits that Clause 7 of the Agreement will provide for potential third party 
access to Unused Ash if Pozzolanic removes less than 50 per cent of the total fly ash 
available from the Ash Transfer Points over three or more consecutive months. 

(i) 	 Please clarify whether the "total fly ash available from the Ash Transfer Points" 
refers to the sum of the total fly ash available from the Ash Transfer Points at 
Tarong Power Station and all of the fly ash available from Tarong North Power 
Station. 

Pozzolanic can clarify that the provisions under clause 7 of the Agreement applies to the sum of the 
total fly ash available from the Ash Transfer Points as they apply at Tarong Power Station and Tarong 
North Power Station. Pozzolanic appreciates that this potentially may not have been clear on the face 
of its submission but is clear when one looks at the definition of Ash Transfer Points under the 
Agreement which relevantly includes the Ash Transfer Points as they apply to Tarong North Power 
Station. 

14 	 Please detail the procedures the parties to the Agreement have in place to determine 
how much ash Pozzolanic has removed from the Ash Transfer Points and whether 
Clause 7 is triggered. Has a situation previously arisen that would have triggered 
Clause 7, had it operated at an earlier date? If so, please provide quantitative details. 

Pozzolanic is endeavouring to provide the Commission with a complete answer to this request as 
soon as possible. 
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15 	 Please outline Pozzolanic's views on Sunstate Cement Ltd's proposal that TEC and 
Pozzolanic could amend the Agreement to reserve 25,000 tonnes of fly ash per month 
and/or 300,000 tonnes of fly ash per year from zones 2 and 3 at Tarong Power Station 
for access by third parties on a first rights basis. 

Pozzolanic is endeavouring to provide the Commission with a complete answer to this request as 
soon as possible. 
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