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25 July 2014

Dr Richard Chadwick

General Manager

Adjudication Branch

Australian Competition and Consumer Commission

GPO Box 3131

Canberra ACT 2601

Dear Dr Chadwick

Exclusive Dealing Notification by Coal Reuse Pty Limited

I enclose a notification of exclusive dealing other than third line forcing by Coal Reuse Pty Limited (Coa/
Reuse) under s93(1) of the Competition and Consumer Act 2010 (Cth) (CCA).

The notification is lodged as a matter of abundant caution with respect to conduct which may constitute
exclusive dealing as defined by s47(4) of the CCA, but which Coal Reuse does not consider is likely to
substantially lessen competition.

The notification comprises:

Form G;

AnnexureA, being a submission in support of the notification;

Confidential Annexure B, being a copy of the contract; and

Confidential Annexure C, being submissions of a confidential and commercially sensitive nature.

Pursuant to s95(2) of the CCA, Coal Reuse requests that Confidential Annexures B and C be excluded from
the register of notifications by reason of the confidential and commercially sensitive nature of the information
contained in those annexures. Coal Reuse requests that Confidential Annexures B and C not be disclosed to



third parties without Coal Reuse's prior consent. Coal Reuse acknowledges that, in accordance with its usual
confidentiality regime, the ACCC requires that:

there is no restriction on internal use, including future use, that the ACCC may make of the information
consistent with its statutory functions;

the confidential information may be disclosed to the ACCC's external advisors and consultants on the
condition that each advisor or consultant be informed of the obligation to treat the information as
confidential; and

the ACCC may disclose the confidential information to third parties (in addition to its external advisors
or consultants) if compelled by law.

] enclose a cheque made payable to the Australian Competition and Consumer Commission in the sum of
$2,500 for the lodgement fee.

Please do not hesitate to contact me should you require any further information in relation to the notification.

Yours sincerely

David^Vright

General Counsel^nd Chief Financial Officer



Form G
Commonwealth of Australia

Competition and Consumer Act 2010 - subsection 93 (1)
NOTIFICATION OF EXCLUSIVE DEALING

To the Australian Competition and Consumer Commission:

Notice is hereby given, in accordance with subsection 93 (1) of the Competition and
Consumer Act 2010, of particulars of conduct or of proposed conduct of a kind
referred to subsections 47 (2), (3), (4), (5), (6), (7), (8) or (9) of that Act in which the
person giving notice engages or proposes to engage.

PLEASE FOLLOW DIRECTIONS ON BACK OF THIS FORM

1. Applicant

(a) Name of person giving notice:
(Refer to direction 2)

Coal Reuse Pty Limited ACN 159 537 087

(b) Short description of business carried on by that person:
(Refer to direction 2)

Coal Reuse Pty Limited (C2?) operates a business which is implementing a
new business model for the management, classification and distribution of
Coal Combustion Products (CCPs) from coal fired power stations.

(c) Address in Australia for service of documents on that person:

Level 22, MLC Centre

19 Martin Place

Sydney NSW 2000

2. Notified arrangement

(a) Description of the goods or services in relation to the supply or acquisition
of which this notice relates:

This notice relates to the acquisition of CCPs by CR from Stanwell
Corporation Limited (SCL).

(b) Description of the conduct or proposed conduct:
(Refer to direction 4)
The proposed conduct involves SCL granting CR the exclusive right to
acquire CCPs from three sites for the purpose ofre-supply to third parties
for an initial term of 10 years. For further details regarding the proposed
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conduct, see Annexure A, which is a submission to the ACCC regarding
this notification.

3' pers?ns'or dasses of persons, affected or likely to be affected by the
notified conduct

(a) Class or classes of persons to which the conduct relates:
(Refer to direction 5)

The conduct relates to the acquirers and potential acquirers ofCCPs from
SCL.

(b) Number of those persons :

(i) At present time:

Unknown, but CR expects that it is more than 50

(ii) Estimated within the next year:
(Refer to direction 6)

CR estimates approximately 200 persons.

(c) Where number of persons stated in item 3 (b) (i) is less than 50, their names
and addresses:

Not applicable.

4. Public benefit claims

(a) Arguments in support of notification:
(Refer to direction 7)

See Annexure A.

(b) Facts and evidence relied upon in support of these claims:
See Annexure A.

5. Market definition

Provide a description of the market(s) in which the goods or services
described at 2 (a) are supplied or acquired and other" affected markets
including: significant suppliers and acquirers; substitutes available for the
relevant goods or seryices; any restriction on the supply or acquisition of
the relevant goods or services (for example geographic or legal restrictions)-
(Refer to direction 8)

See Annexure A.

6. Public detriments

(a) Detriments to the public resulting or likely to result from the notification, in
particular the likely effect of the notified conduct on the prices of the goods
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or services described at 2 (a) above and the prices of goods or services in
other affected markets:

(Refer to direction 9)

See Annexure A.

(b) Facts and evidence relevant to these detriments:

See Annexure A.

7. Further information

(a) Name, postal address and contact telephone details of the person authorised
to provide additional information in relation to this notification:

David Wright

Level 22 MLC Centre, 19 Martin Place, Sydney NSW 2000

+61400006888

Dated.....-?£.......;n/^.....c^,
Signed by/on^ behalf ^f the applicant

(Signature)

D/ I^A.t.^.
(Full Ns

co.flr^ f^evs^ /»p/ ^rp
(Organisation)

C. ^W.^ Coi/r^i

(Position in Organisation)

'25X2014
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DIRECTIONS

1. In lodging this form, applicants must include all information, including supporting
evidence that they wish the Commission to take into account in assessing their
notification.

Where there is insufficient space on this form to furnish the required information,
the information is to be shown on separate sheets, numbered consecutively and
signed by or on behalf of the applicant.

2. If the notice is given by or on behalf of a corporation, the name of the corporation
is to be inserted in item 1 (a), not the name of the person signing the notice, and
the notice is to be signed by a person authorised by the corporation to do so.

3. Describe that part of the business of the person giving the notice in the course of
the which the conduct is engaged in.

4. If particulars of a condition or of a reason of the type referred to in section 47 of
the Competition and Consumer Act 2010 have been reduced in whole or in part to
writing, a copy of the writing is to be provided with the notice.

5. Describe the business or consumers likely to be affected by the conduct.

6. State an estimate of the highest number of persons with whom the entity giving
the notice is likely to deal in the course of engaging in the conduct at any time
during the next year.

7. Provide details of those public benefits claimed to result or to be likely to result
from the proposed conduct including quantification of those benefits where
possible.

8. Provide details of the market(s) likely to be affected by the notified conduct, in
particular having regard to goods or services that may be substitutes for the good
or service that is the subject matter of the notification.

9. Provide details of the detriments to the public which may result from the proposed
conduct including quantification of those detriments where possible.
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Annexure A - Submission regarding Notification by Coal Reuse
Pty Limited

1 Background

Coal Reuse Pty Ltd

Coal Reuse Pty Ltd (CR) is a special purpose vehicle which has been established to operate the
business of developing and managing markets for coal combustion products (CCPs), being by-
products of the coal-fired electricity generation process.

In order to establish that business CR intends to:

(a) enter into transactions which enable it to acquire CCPs;

(b) acquire or install equipment at relevant power stations to collect, classify and enable the
distribution of CCPs;

(c) undertake business development and marketing activities (including trial supplies of
CCPs) to potential customers with a view to materially increasing the proportion of CCPs
produced that are acquired, including for uses other than concrete manufacturing;

(d) establish an open and competitive market for CCPs to facilitate the sale of CCPs to third
parties.

CR does not have any interest in the concrete industry or any business which uses CCPs, and
intends to act wholly as a reseller of the CCPs it acquires.

CR proposes to commence its business by the conduct being notified, involving acquiring CCPs
from Queensland coal fired power stations owned by Stanwell Corporation Limited (SCL). Details
of the proposed transaction and CR's intentions are set out later in this submission.

1.2 Stanwell Corporation Limited

SCL is a Queensland government owned corporation with a number of electricity generating
assets including coal-fired power stations.

Relevantly to the proposed transaction:

(a) SCL owns the Stanwell Power Station near Rockhampton and the Tarong Power Station
in south east Queensland.

(b) TN Power Pty Ltd (a 100% owned subsidiary of SCL) (TNP) owns the Tarong North
Power Station in south east Queensland (and TN Power Pty Ltd has granted SCL the
exclusive right to facilitate the removal of CCPs from the Tarong North Power Station site
and to enter into the Agreement with CR for that purpose).

CR understands from SCL that, to the extent they are not sold, the CCPs produced from these
power stations are either stored at the power generation sites, or in the case of some of the CCPs
produced by the Tarong/Tarong North power stations, disposed of in mine voids at the Meandu
coal mine (also owned by SCL, and which supplies thermal coal to the Tarong power station).

The relevant conduct under the contract entered with SCL relates to CR acquiring CCPs
produced by these three coal-fired power stations (the Srtes). A map showing the location of the
Sites is provided below.

^
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Map of Stanwell power stations

.ChtAw
Stanwell coal fired

power stations relevant

to the proposed conduct

."

Source: Stanwell website httD://www.stanwell.com/about-us.aspx

1.3 CCPs and Fly ash

CCPs are a by-product of the coal fired electricity generation process, formed as a result of the
combustion of putverisecf coal.

CCPs are produced in a number of different forms, including:

bottom ash (solid furnace ash material);

fly ash, including both unprocessed and cement grade fly ash (solid fly ash material
extracted from the precipitators or baghouse filters that is not bottom ash); and

processed by-products including cenospheres, minerals and aggregates.

The below diagram seeks to illustrate the production process for these CCPs.
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Source: Recycled Materials Resource Center (accessible at httD://rmrc.wisc.edu/coal-flv-ash/)

The majority of CCPs produced in Australia are currently stored (either in ash dams at the power
generation sites, in mine voids or in other landfill).
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Lheonly_ccps ofwhlch material volumes are currently being acquired from Queensland power
stations are cement grade fly ash. Cement grade fly ash is fly ash with certain characteristics'that
enable it to be used as a partial substitute for cement in the production of concrete. It is
principally acquired in Queensland by concrete producers (or entities that re-sell to concrete
producers).

1.4 Overview of the Contract

Following a competitive expression of interest process by SCL, CR was awarded the exclusive
rights to all CCPs from the Sites for an initial term of 10 years.
CR'SCL and TNP entered into the coal Combustion Products Supply Agreement on 13 June
2014 (the Contract), conditional on the conduct being notified to the Australian Competition and
Consumer Commission (ACCC) by CR.

oncethecontract becomes unconditional, CR will have a right to remove CCPs during the term
in return for payment to SCL and TNP of certain charges. CR will market the CCPs it removes"
from?_e-sitesto third p.arties in accordance with specified open market principles relating to"
providing customers with access to commercial quantity, physical access, quality andI prrce"
CR must also provide services under the Contract, including transport and disposal services, with
the equipment necessary to provide the services being supplied by CR.

2 Description of the Conduct

2.1 Summary of relevant provisions of the Contract and exclusive dealing
A copy of the Contract is reproduced in a confidential annexure to the Form G (Confidential
Annexure B).

Under the Contract, CR has the exclusive right to remove or facilitate the removal of CCPs from
the Sites, in exchange for a payment composed of a base amount, an amount that varies
accord"19 to volume and otherchar9es- However, SCL is permitted to continue to supply a
limited and capped amount of CCPs under existing contracts with other parties for a limited
period of time. The initial term of the Contract is 10 years.

The parties acknowledge under the Contract that CR is acquiring CCPs for the purpose of re-
supply to third parties in a manner that:

is non-discriminatory, non-exclusive, open and transparent;

seeks to maximise the volume of CCPs sold by CR; and

seeksjo maximise customer participation in, and competition for, the acquisition of CCPs
from CR, including through seeking to increase the number of customers acquiring CCPs
and encouraging third parties to investigate and invest in new uses for CCPs'.

CR must also provide services under the Contract, including transport and disposal services, with
the equipment necessary to provide the services being supplied by CR.
scu1as an obligation to allow CR to remove "P to 20,000 tonnes of CCPs free of charge from
the Sites each year for the purpose of CR exploring potential new markets for CCPs and'further
beneficial uses of CCPs.

sectlon.470f,the comPetition and Consumer Act 2010 (Cth) (CCA) prohibits exclusive dealing
wherelhasy1ej)urpos!or has or_is likely to have the effect of substantially lessenmg"
competition (s 47(10) CCA). The Contract involves CR acquiring CCPs on'the condition that SCL
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will.not;except toa limlted extent uncler existing contracts, supply CCPs to other parties. As a
result, s 47(4) of the CCA may be relevant to the conduct.

CR-oonsiders_that the proPosed conduct will not have the purpose, effect or likely effect of
substantially lessening competition. However, as a precaution, CR has submitted anotification of
the proposed conduct to the ACCC in accordance with section 93 of the CCA.

3

3.1

Market definition - cement grade fly ash and its substitutes
Previous consideration of relevant markets

ln.the_Federa! court's.juclgement in Australian Competition and Consumer Commission v Cement
Australia Pfy Ltd . [2013] FCA 909 (^tCCC ^ Cement i/sfra//a) andintheACCC's'dete'rmi'na'tion"
in.AU ors?;onA^261 dated 14 July 201 1 (concer"ing previous CCP supply arrangements"
between SCL and Pozzolanic) (the Pozzolanic Authorisation), the re\e^t^^^e
identified as:

(a) the market for the supply and acquisition of unprocessed fly ash in south east
Queensland; and

(b) the market for the supply and acquisition of concrete-grade fly ash in south east
Queensland.

wh!lecR.con,siders thatthe markets for ""Passed and concrete-grade fly ash should <
be more widely defined than determined in ACCC v Cement Australia and the'Pozzolanic"
Autho"satior''both in terms ofthe 9eo9raPhic and Product dimensions ofthe~markei:i(foir"the
relsonsLoutlined below)'lt considers that the Public benefits dearly outwei9h any anti-competitive
detriment even if the conduct is analysed using those narrower market defmitions.'
CR understands that:

(a)

(b)

(c)

the current suppliers of fly ash to customers in south east Queensland are:
(i) for cement grade fly ash, Pozzolanic/Cement Australia (having contracted the

major?y ofsupp'y from Tarong and Taron9 North Power stations following the
ACCC authorisation decision referred to above), SCL, Independent Flyash"
Brokers (having contracted supply from CS Energy's Millmerran power station,
approximately 200km from Tarong), CS Energy's Kogan Creek power station
(approximately 180km from Tarong), power stations outside of south east
Queensland (such as Callide, Gladstone and Bayswater, as discussed m section
3.2 below) and Sunstate Cement (through acquiring unprocessed ash and
converting it into a cement grade fly ash by intergrinding); and

(ii) for unprocessed fly ash, Pozzolanic/Cement Australia, SCL, CS Energy's
Milmerran power station and CS Energy's Kogan Creek power station"

the current main acquirers of cement grade fly ash in south east Queensland are
concrete Producers and their supply chain subsidiaries of associates, namely: Cement
Australia (provider to Holcim and Hansen), Sunstate Cement (provider to Adelaide"
Brighton and Boral), Independent Flyash Brokers (provider to Wagners, Neilson's"
Cordwells_and Sunmix), various smaller independents, with Cement Australia'Sunstate
Cement, Transpacific and small entities also seeking to acquire unprocessedash;"
"!.erels/"mtelifany abi"ty for any supplier of fly ash to increase the Price it obtains for fly
ash as (in addition to the competing suppliers noted above):
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(i) there are substitutes for fly ash which constrain the pricing for fly ash (as
discussed in section 3.3 below); and

(ii) where fly ash is being used as a substitute for cement (which is its principal
current use in south east Queensland) the pricing of cement also effectively
provides a cap on the potential pricing for fly ash; and

(d) for CCPs which are downstream processed products, the geographic markets will be
much wider due to the higher price for such products, making transportation over much
longer distances (including, in at least some cases, international exports) economically
viable, such that the field of suppliers or potential suppliers includes a wide range of coal
fired power stations.

CR would be a new entrant to all markets.

The volumes available vary widely depending on the operations of the relevant power stations.
However, to provide an idea of the scale involved, in 2011/12 the Tarong Power Station produced
and made available at zones 2 and 3 approximately 200,000 tonnes of cement grade fly ash.In
the same year, Tarong North Power Station produced and made available approximately 400,000
tonnes of run of station ash.

3.2 Geographic dimension: Other suppliers

There are other coal fired power stations located outside of south east Queensland which
produce CCPs (and in particular concrete grade fly ash).

In particular, both the Gladstone Power Station (seen as a high quality fly ash supplier) and
Callide power stations are able to provide quality levels sought by most customers. Cement
Australia is known to acquire cement grade fly ash from both power stations.

By way of a practical example of how these power stations provide an alternative source of
supply to the south east Queensland suppliers, when equipment failures occurred at Tarong and
Milmerran power stations over the same period, CR understands that Cement Australia sourced
cement grade fly ash from Callide and Gladstone for south east Queensland demand.

For completeness CR notes (that as noted in the Pozzolanic Authorisation decision), it
understands that Nucrush (Nucon Concrete) gets its fly ash from the Bayswater power plant in
the Hunter Valley.

3.3 Product dimension: substitute products

Where cement grade fly ash is being used as a partial substitute for cement in the manufacture of
concrete it is being used as a mineral admixture. Other mineral admixture materials can include:

(a) Granulated blastfurnace cement (often referred to as 'GBS' or 'slag');
(b) Natural Pozzolans

(c) Limestone

(d) Run of station fly ash

Slag is the predominant alternative to cement grade fly ash in the production of cement. Slag is
generally cheaper to acquire than cement grade fly ash, but requires further post production
processing before entering the cement mix for concrete (with slag and cement grade fly ash being
approximately equal in costs after processing of the slag is taken into account). Slag and cement
grade fly ash have different benefits to the cement produced (and it is possible to use both
cement grade fly ash and slag in the cement mix).
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Run of station fly ash is produced by coal fired power stations in the same way as cement
grade fly ash, but is of a composition/coarseness that requires further processing (known as
'intergrinding') before it can be used in a cement mix. By way of an example of such substitution,
Sunstate Cement currently buys a material volume of run of station fly ash (understood to be over
100,000 tonnes per annum) and uses their own mills to process it. The intergrinding process
involves a small amount of additional costs, but run of station fly ash can typically be obtained for
less than cement grade fly ash.

The Pozzolanic Authorisation decision indicates (at paragraph 2.13) that fly ash is attractive as a
substitute for cement because it is cheaper and more readily available than other substitutes.
Consequently, one would anticipate that any attempt to force through a significant and sustained
price increase, would result in customers switching to other products (indicating that those other
substitutes should be considered to form part of the same product market).

3.4 Conclusions on market definition

Based on the above CR considers there may well be wider product and geographic markets than
those accepted in ACCC v Cement Australia and the Pozzolanic Authorisation.

However, CR considers that any difference between those definitions and those being adopted in
the proposed transaction are not determinative - as there is no (or on a worst case very limited)
lessening of competition in a market on either view.

4 Open Market Principles and Attraction of new users of CCPs

4.1 Open Market Principles

CR intends to re-supply CCPs removed from the Sites in accordance with Open Market
Principles. These principles are:

(a) Access to Commercial Quantity

. Subject to availability, all participants must have an equal opportunity to acquire
quantities of CCPs which are sufficient for their reasonable commercial purposes.

CR will seek to market CCPs in a manner that encourages the largest possible
number of participants and utilisation of the largest quantity of CCPs.

Subject to availability, CR must allow open and non-discriminatory access to all
participants to provide the opportunity to acquire quantities they desire.

CR may reserve minimum quantities of CCPs to enable new entrants to enter the
new market on a reasonable commercial basis and for research to be completed
by potential new entrants.

Specifically, no participant may acquire all or materially all of the cement grade fly
ash in circumstances where other participants have attempted to acquire and are
able to acquire such CCPs.

(b) Physical Access

No one buying group will have preferential physical access rights to the CCPs to
the exclusion of others. Physical access will be managed by CR to ensure fair
access to all participants subject to all WHS and similar requirements being met.

. Access terms will be standard for all participants and exceptions only considered
where no other party is materially detrimentally impaired in utilising its access
rights.
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(c) Quality

(d)

CCPs will be classified into a set of quality controlled product groups (CCP
Group)

Participants will receive quantities of CCPs within the CCP Group on a non-
discriminatory basis.

No party will not be able to receive undue preference within a CCP Group.
Price

Pricing will be non-discriminatory and determined primarily by the market through
regular public auction and a limited supply spot market.

All prices paid for lots by such auction and spot market will be public.
Reserve prices will be public.

4.2 Attraction of new users of CCPs - creating a market

As noted earlier in this submission, the predominant use of cement grade fly ash is as a mineral
admixture in the production of concrete.

If CR was to continue to principally make sales primarily for use in the cement market, it would
not meet the sales targets currently being used for budgeting and internal planning purposes and
would not make an appropriate return on its total cost and capital investment.
Consequently CR intends to:

(a) expand the use of CCPs by existing alternative users that already exist in Australia but
currently only acquire relatively small quantities (such as companies that could use CCPs
in road aggregate, building materials, ceramics, light masonry and bricks etc);
invest in developing markets in Australia that already exist as mature proven markets in
other countries such as "Green" or "e-Concrete", in the production of injectable materials,
mortars, coatings and plastics (also known as Micro-fillers), drainage and blasting
components (also known as Boiler Slag);

facilitate development of new markets for CCPs such as those rapidly developing in
countries such as China (for products such as insulation wool, building materials'
furniture, construction mouldings, packaging, fire-resistant materials, artificial timber and
even cat-litter) and the United States of America:

(d) support the commercialisation of Australia R&D initiatives regarding use of CCPs in areas
such as: agriculture, industrial filters (paints, metals, plastics and ceramics), coal-seam
methane gas hydrauiic fracturing materials, earth-slip protection adhesives, eco-friendly
building products and mineral extraction (such as germanium and magnesium); and

(e) lncrease the use of CCPs in agriculture to meet perceived shortfalls in supply of industrial
fertilisers, to improve soil quality (particularly water retention), soil pH and soil biology,
plant nutrient release, mineral induced yield improvement, herbal pesticides,
environmental damage remediation including Zeolites.

CR^has had some preliminary confidential discussions with a number of users or potential users
of CCPs with a view to being able to develop the market for CCPs as quickly as possible.
A substantial market for CCPs currently does not exist, and CR is focused on developina one
(see public benefits section below).

(b)

(c)
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6

6.1

Public detriments

The only issue arising from the notified conduct which CR considers could be argued to be a
public detriment is CR's exclusivity in respect of the rights to remove and resupply CCPs from the
Sites.

CR considers that the conduct (and the exclusivity) will not give rise to any public detriments or
reduction in competition.

In particular, the context in which the conduct is occurring and certain provisions of the Contract
demonstrate that the exclusivity will not result in a reduction in competition because CR has no
economic incentive to withhold supply and has strong incentives to maximise supply as:

(a) There are alternative sources of supply (as noted earlier in this submission), such that
any attempt withhold supply to achieve higher prices will simply result in CR losing
business to the alternative suppliers;

(b) There are substitutes available (as noted earlier in this submission) and, where fly ash is
being used by a customer as a cement substitute, cement itself will be an alternative
available to the customer, such that a supplier of fly ash effectively faces countervailing
power from customers which can access those substitutes:

(c) CR is not vertically integrated and has no use for the CCPs itself and accordingly cannot
use withholding of supply to improve its position in a downstream market: and

(d) The Contract contains specific provision for CR to remove up to 20,000 tonnes of CCPs
free of charge each year for the purpose of exploring potential new markets and further
beneficial uses means that there is an incentive for CR to encourage new acquirers and
new users at no cost.

See Confidential Annexure C for further reasons.

Public benefits

Improvement in competition: Creation of a market and removal of barriers to entry of
new buyers of CCPs

A substantial benefit of the conduct notified is the creation of a market (and with it clear
competition) for the supply of CCPs, and the removal of numerous barriers to entry that Cement
Australia / Pozzolanic's arrangements have created at Tarong and Tarong North Power Stations.

In particular, the following four issues currently present major barriers to entry for entities wanting
to become potential buyers of CCPs:

(a) Volume: Access to predictable volumes that enable reliance for investment in production
processes dependent on CCPs as an input - there is no current process for securing
minimum volume levels overtime (and Cement Australia is incentivised not to provide
such security to maintain its flexibility to meets is own volatile requirements which can
vary substantially based on concrete orders);

(b) Quality: Certainty as to quality levels for specific downstream purposes - current
infrastructure is designed for current users;

(c) Logistics: Predictability of delivery schedules - new buyers may be limited in the times
when they can access CCPs for their purposes, such that even where volume is
available, the cost of storage may be increased materially as opposed to logistical
planning around regular scheduled pick-up or delivery times that are able to be optimisecf
around production needs;
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(d) Pricing: or Pricing certainty - there is no current market where general pricing
information is available. Most pricing information is only available by private negotiation,
again making it hard for anyone to invest in a production process where they will then be
dependent on the future price of a CCP as one of their inputs.

CR's open market model has been designed to address the issues raised as follows:

(a) Volume: CR will operate two markets for access to CCPs - an open auction market
where buyers can secure contracts of minimum volumes for up to 5 years and a spot
market where buyers can purchase minimum volumes for up to one year. Both markets
enable certainty of volume.

(b) Quality: CR will produce standardised products for all users based on the Australian
Standard where one exists or where no such standard exists, CR will develop a public
standard in consultation with industry. As a result buyers will have confidence that the
quality will be predictable, consistent and non-discriminatory.

(c) Logistics: CR contracts will include access to a predefined delivery schedule, this
enables predictable collection times that enable CCPs to be collected in a manner
consistent with production, storages and buyer logistics management. Access to time
slots will be non-ctiscriminatory and ensure fair access.

(d) Pricing: CR's market model allows - through the auction process - for the market to set
the true pricing level on an open, transparent and non-discriminatory basis. Buyers will
have choice during this process as to the price they will pay for the duration of their
contract. The CR spot market will initially use metrics to estimate a fair market pricing
and following auctions will be adjusted to be consistent with the market price derived from
that process.

6.2 Promoting innovation, recycling and research and development

The Contract provides that CR is removing CCPs for the purpose of re-supply in a manner that
seeks to encourage third parties to investigate and invest in new uses for CCPs. To facilitate this,
CR has created market assistance products, such as Zero Cost Product Development Lots of up
to 20,000 tonnes for testing and product development purposes. CR's model to seek and develop
markets for CCPs outside ofcement is a key aspect of its business plan. CR understands that the
cement market is limited in the amount of fly ash that it could use, and that it could not take more
than approximately 25% of the total fly ash produced.

Encouraging innovation and product development means that a greater proportion of fly ash
produced will be able to be used in other industries. Further, cement manufacturers producing
CCPs will produce slightly different CCPs to suit their downstream production. An independent
manufacturer with suitable plant is needed to be able to produce CCPs that can be used across
multiple industries, rather than for use in cement production alone.

Overall reuse in Australia compares very poorly with international reuse levels. Australia is far
behind the leaders in Europe at approximately half the world's leading reuse levels. CR believes
that market failure has been a major contributor to this low level of performance.

Data provided by the Ash Development Association supports the claim that levels of reuse in
Australia are low and that cement based utilisation remains dominant. The Association's Annual

Membership Survey Summary Results - January to December 2012 state that:

Approximately 12.8 Mt (million tonnes) of CCPs were produced within Australasia. On a
per capita basis, this equates to about 580 kg/person.
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. Some 5.4 Mt or 42% of CCPs produced have been effectively utilised in various value-
added products or to some beneficial end over the period. On a per capita basis, this
equates to about 250 kg/person recycled or reused.

. Approximately 1.9 Mt or 79% of effectively utilised coal ash was used in high value-added
applications such as cementitious binders, concrete manufacture or mineral filters.

. About 0.52 Mt or 22% of effectively utilised coal ash was used in non-cementitious
applications such as flowable fills, structural fills, road bases, coarse/fine aggregates and
mine site remediation.

. Some 2.34 Mt or 18% was used in projects offering some beneficial use (e.g. onsite
remediation, local haul roads etc.). These uses typically generate no economic return,
that is, cost avoidance or recovery only.

. Surplus CCPs of 9.8 Mt are typically placed into onsite storage ponds awaiting some
future opportunity for economic reuse.

More than 35 Mt of CCPs [fly ash] have been used in cementitious applications or
concrete manufacture from 1975 to 2012 [37 years].

Part of the CR proposition is based on it implementing world's best practice business models
particularly from Europe into Australia to encourage additional reuse.

6.3 Environmental benefits: reduction in storage

The storage process creates a material cost burden on power stations. CR understands that the
current cost to power stations to store ash can commonly be around $5-50 per tonne. However,
this cost can increase as the planning approval, access to, and cost of new dam facilities
becomes increasingly more expensive. Reducing the need for additional ash placement areas will
mean that power stations can delay or avoid the capital costs of ash disposal; extend the life of
current natural resources like sand and gravel; and provide a revenue stream.

The great majority of CCPs produced in Australia (more than 80%) are being dumped,
predominantly in storage dams.

The removal of barriers to entry at Tarong and Tarong North Power Station and CR's efforts to
maximise the volume of CCPs sold may reduce the proportion of CCPs that are required to be
stored by SCL. This will have clear environmental benefits, including requiring less land to be
used to store the CCPs.

6.4 Environmental benefits: greenhouse gas emissions

By increasing the amount of fly ash over cement used in manufacturing of concrete, greenhouse
gas emissions can be substantially reduced (by reducing the need for the energy-intensive kilning
process required to manufacture cement). The website of the Ash Development Association of
Australia indicates that for every tonne of cement saved, approximately one tonne of carbon
dioxide less is released into the earth's atmosphere. In 2012, the recovery and reuse of CCPs in
Australia reduced greenhouse gas emissions by almost 1.5 million tonnes.

Wherever an existing CCP can be substituted for some other product that would have to be
manufactured or produced there would be expected to be benefits of a similar nature.

page 10

^/



6.5 Reduced costs

CR's efforts to maximise the volume of CCPs sold may (as noted above) reduce SCL's
requirements for storage of the CCPs. If that occurs, it will reduce costs incurred by SCL, and
may lead to the government earning a higher return from SCL's business (which in turn may be
able to used for the public good, whether that is in the form of additional services or reduction of
debt to sustain government's ability to provide services into the future).

6.6 Safety

In addition to quality control there are material advantages in health and safety risk management
from one organisation managing the classification, transit on site and distribution to third parties
of all CCPs. These advantages include: substantial safety management plans and obligations,
standard control of contractors, limited conflict in incident investigation and removal of handover

issues in the control of substances and safety issues.

7 Conclusions

For the reasons set out in this submission, CR submits that the conduct notified has clear and

substantial public benefits and no (or at worst very limited) competitive detriment such that the
notification should be allowed to stand.
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