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28 April 2015 
 
Richard Chadwick 
General Manager – Adjudication 
Australian Competition and Consumer Commission 
23 Marcus Clarke Street 
Canberra ACT 2601 
 
Your ref: 55400 
 
Dear Richard 
 
Thank you for your letter of 14 April 2015 containing an information request regarding the notification 
lodged by Coal Reuse Pty Ltd. 
 
Responses to each of the ACCC's specific questions are set out in the enclosed paper to assist the 
ACCC with its consideration of the issues raised.  
 
Coal Reuse has also reviewed the additional submissions made by Envirospheres and Cement Australia 
which have been made available. It considers a number of the assertions made in those submissions 
misconceived and incorrect. 
 
It is clear from those submissions that Envirospheres and Cement Australia are concerned with 
commercial damage to themselves not any lessening of competition.  
 
Coal Reuse is seeking to establish a pro-competitive business with clear public benefits. It is particularly 
disappointed that Envirospheres and Cement Australia are seeking to use the regulatory process to try to 
protect their incumbency and prevent a new entrant succeeding.  
 
With a view to providing the ACCC with a more accurate and complete picture of the markets involved, 
particularly in respect of cenospheres, Coal Reuse has also enclosed an additional paper with further 
information and analysis regarding the issues under consideration.  
 
I would appreciate the opportunity to present and take questions on the competition issues the ACCC is 
considering in person.  
 
Yours sincerely 
 

 
 
 
David Wright 
General Counsel 
Coal Reuse Pty Ltd 
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Responses to specific ACCC questions 
 

1. The ACCC understands that Coal Reuse intends to operate three types of market systems for 
coal combustion products (CCPs) on-line. Specifically, market systems for:  

• small quantities of CCPs at spot prices for immediate delivery,  
• modest quantities of CCPs by tender, typically for delivery in the next month, and  
• large quantities of CCPs, and long term supply contracts for CCPs, by auction. 

 
Please confirm whether this remains the case in relation to each of the following classes of CCPs:  
(a) run of station fly ash,  
(b) bottom ash,  
(c) cenospheres, and  
(d) cement grade fly ash.  
 
If, in relation to any of these types of CCPs, there have been any changes to the types of market 
systems Coal Reuse intends to operate, including to the broad levels of quantities Coal Reuse 
intends to offer for sale through each market system, please provide details and an explanation of 
the reasons for these changes.  
 
Coal Reuse confirms that it intends for all products to be sold through the proposed open market 
mechanisms, which will include: 
• sales at spot prices; 
• tenders; and 
• auctions. 
 
There have been no changes to the types of market systems Coal Reuse intends to operate. 
  
For completeness Coal Reuse notes that there are current exceptions to that where run of station ash 
and bottom ash are being sold on an interim basis to the previous offtakers of those CCPs.  Further 
details of those interim ash supplies are provided in response 2 below.   
 
An interim offer to supply cenospheres and cement grade fly ash was also made to the previous offtakers 
of those CCPs, but those offers were rejected by Envirospheres and Cement Australia. 
 
2. Has Coal Reuse sold, or does it intend to sell, CCPs by any method other than through the 
three market systems noted in paragraph 1 above, either on an interim basis and/or on a 
permanent basis? If so, please provide full details of the alternative method(s), including a 
description of the method, details of which CCPs the method was or is used for, the duration for 
which the method was or will be used, and the reasons for adopting that method. 

As noted above, Coal Reuse made the following interim offers to supply CCPs: 
• all ash types (bottom ash, run of station ash and cement grade fly ash) – Cement Australia 
• run of station ash – Sunstate Cement 
• bottom ash – Zanows 
• cenospheres – Envirospheres 
 
Each of those offers were for a maximum of 12 months from August 2014 (when Coal Reuse commenced 
operations) until the open market mechanisms were in place and tested. 
 
Sunstate Cement and Zanows accepted those interim offers and Coal Reuse continues to makes sales of 
run of station ash and bottom ash respectively to those customers. Sales will continue under those 
arrangements until the earlier of August 2015 and those arrangements being replaced by sales under the 
open market mechanisms.  
 
3. In its letter dated 7 October 2014, Coal Reuse stated that it expected to complete the first tender 
for run of station fly ash in October 2014, followed by bottom ash and cenospheres in November 
2014 and cement grade fly ash in December 2014. The letter also included indicative timing in 
relation to the spot market and the auction system (see page 2 of the letter). Please provide an 
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update about the progress of development and rollout of each of the market systems noted in 
paragraph 1 above in relation to each of the types of CCPs noted at paragraph 1. Please also 
provide reasons for any delays to the roll out of these processes from the indicative timing 
outlined in your letter of 7 October 2014  

The daily spot market has been operating for run of station ash and bottom ash since December 2014 
(see the daily market on the Coal Reuse website1). Volumes available to be sold through the daily market 
have been limited due to production delays. 

A limited test tender for ash products was also completed in December 2014.  While no products were 
ultimately taken in this tender, the testing of the market system was considered a success and Coal 
Reuse identified a need for more market education to identify and attract buyers.  

As both Cement Australia and Envirospheres refused offers to buy their existing relevant facilities and 
equipment, Coal Reuse has had to invest in new facilities and equipment to collect certain CCPs 
(including cement grade fly-ash and cenospheres). These facilities are part of a major construction effort 
replacing a number of facilities at the Tarong power station.  Construction processes commenced in 
August 2014 and are well under way with CCP volumes coming online as various aspects are completed. 

Coal Reuse has also had to gain the necessary consents and approvals to allow collection and sale of the 
CCPs (including environmental, construction and site operations). Those consents and approvals proved 
harder to obtain than Coal Reuse had anticipated at the time of the initial submissions to the ACCC, as 
the coal mine manager was not willing for the cenosphere operations to continue in the way they 
previously had during Envirospheres period of extraction. That required a redesign of processes that 
imposed additional delays and put back the date at which cement grade fly-ash and cenospheres could 
be made available to potential buyers. 

As a result of the time taken to complete development of the new facilities and obtain the required 
consents and approvals, Coal Reuse has only fairly recently been able to commence extracting 
cenospheres in limited volumes.  These volumes are expected to ramp up in the coming months.  

Cement grade flyash and cenospheres are not currently available to buy through the open market 
mechanisms, however the next stage of progressing open market sales is anticipated to occur in mid-
June based on cenospheres volumes being available by this time.  In June 2015 the intention is to 
expand the range of CCPs placed in the daily price market and also place some CCPs (including 
cenospheres) in an open tender.  

Limited volumes of such CCPs may be released earlier by Coal Reuse through the daily market (spot 
market), subject to availability. 

4. In its email to the ACCC dated 25 March 2015, Coal Reuse stated that it has recently 
commenced extracting cenospheres (following development of the required facilities and receipt 
of the required approvals) and is finalising the design of the open market mechanisms to be used 
to sell the cenospheres (and other CCPs).  

(a) Pleased confirm whether Coal Reuse proposes to offer raw, processed or both raw and 
processed cenospheres for sale  

At this stage Coal Reuse intends to offer what Envirospheres has been referring to as 'processed' 
cenospheres for sale.  That is the product that Coal Reuse understands is sold by businesses which 
extract cenospheres.  

At this stage Coal Reuse has only received one expression of interest to acquire 'raw' cenospheres, and 
that interest is at a price well below the price which would be required to achieve parity with the net return 
Coal Reuse would make from processing the cenospheres and then selling them. 

Further information as to the reasons for that and the fair value for cenospheres is included in the 
enclosed further paper provided to the ACCC. 

(b)  If Coal Reuse proposes to offer both raw and processed cenospheres for sale, on what 
basis will decisions about the quantities of raw and processed cenospheres to be offered 
for sale be made?  

                                                
1 Coal Reuse, http://www.coalreuse.com/to-purchase/ accessed on 27 March 2015. 
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Quantities of all CCPs offered for sale will be set at a level determined by: 

(i) Coal Reuse's reasonable extraction and processing capabilities at the 
minimum quality levels required; 

(ii) the existence of demand at a fair market value; 

(iii) the extent of market development and education activities (and depth of the pool of 
potential buyers for a product); and 

(iv) the need to sell sufficient volume to recover the fixed costs imposed by the contract with 
Stanwell and earn a return on the investments made by Coal Reuse. 

(c) Will the market systems used, including but not limited to the three noted at paragraph 1, 
differ for the sale of raw and processed cenospheres?  

No, it is intended that any CCPs sold (including any types of cenospheres sold) will be sold using the 
open market mechanisms.  
 

(d)  If no decision has yet been made about the types of cenospheres to be offered for sale 
(raw, processed or both) when will this decision be made and what criteria will be used to 
make the decision?  

See responses to question 4(b) above. 
 
5. In its email to the ACCC dated 25 March 2015, Coal Reuse advised that it is intending to have 
the first sale of cenospheres through its open market mechanism in June 2015. Has Coal Reuse 
sold any cenospheres, or rights to cenospheres (including rights to future cenospheres), to any 
customers to date? If so, please provide details of the sale, including the identity of the customer, 
the method through which the cenospheres were sold (e.g., through a market system such as 
those identified in paragraph 1 or through Coal Reuse approaching a customer and contracting 
directly with the customer), and the quantity of cenospheres sold.  
 
No Cenospheres (or rights to acquire cenopsheres, whether now or in the future) have been sold to any 
party at this stage. 
 
Other than the interim offer made to Envirospheres (which was rejected) it has always been intended that 
all sales of cenospheres will occur through the open market mechanism.  
 
6. A submission provided by Envirospheres on 28 January 2015 attached correspondence 
between Coal Reuse and some purchasers of cenospheres. This correspondence included the 
statement that Coal Reuse has exclusive rights to all cenospheres from Tarong. How does this 
reconcile with Coal Reuse statements in submissions provided in support of the notification that 
under the contract between Coal Reuse and Stanwell Corporation Limited “Coal Reuse is 
acquiring CCPs for the purpose of re-supply to third parties in a manner that is non-
discriminatory, non-exclusive, open and transparent”?  
 
Coal Reuse considers that statement is factually correct and entirely consistent with what is proposed. 
 
Coal Reuse has exclusive rights to acquire cenospheres from the Tarong power station.  That is the 
reason a notification was made in the first place and what was being described in the correspondence in 
question. 
 
However, Coal Reuse is not a participant in the industries which use cenospheres (with uses including 
paints and coatings, building materials, refractories, oil and gas applications, putties and adhesives, and 
in the aerospace, navigation and automotive industries). 
 
Rather its business is solely based on re-supply of CCPs (including cenospheres) to third parties as 
described in previous submissions. 
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As described in previous submissions to the ACCC, the re-supply will occur in a way that is not exclusive 
(to any single buyer or type of buyer), is open (all potential buyers can participate) and is transparent 
(with sales prices evident to buyers) by way of the open market mechanisms.   
 
To be absolutely clear: 
• Coal Reuse is not attempting to exclude any buyer from the open market mechanism – to do so 

would be self-defeating for Coal Reuse which needs wide participation in the open market to 
obtain a true market value for the CCPs being sold and to move the volume of CCPs required to 
make Coal Reuse's investment economic; and 

• Coal Reuse will not prevent or hinder traders or distributors like Envirospheres from seeking to 
acquire CCPs through the open market and then on-selling those products to third parties. 

 
The correspondence the question describes was an attempt to inform market participants of the new 
potential avenue for acquiring CCPs from Coal Reuse – not to indicate it would not be possible for traders 
or distributors to continue supplying the product if they themselves participated in the open market or 
acquired cenospheres from another source. 
 
As the ACCC knows, Coal Reuse has gone out of its way to correct any potential misinterpretation of the 
statements referred to in the questions with the relevant purchasers.  Email evidence of that correction 
has been provided to the ACCC and Coal Reuse has consented to its public disclosure in the response to 
question 7 below. 
 
7. In its email to the ACCC dated 25 March 2015, Coal Reuse advised of steps it had taken to avoid 
any confusion that may have been created by statements about Coal Reuse having exclusive 
access to cenospheres from Tarong. This included contacting the customers concerned to clarify 
that Envirospheres could participate in the open market mechanisms for sale of cenospheres and 
customers in question could continue to buy from Envirospheres (on the basis of Envirospheres 
acquiring the cenospheres and then on-selling them) if they wished to do so. Please provide this 
information in a form that can be placed on the ACCC’s public register, or alternatively, confirm 
that your email of 25 March 2015 can be placed on the public register.  
 
Coal Reuse did not claim confidentiality over that email and confirms that email can be placed on the 
public register (subject to redaction of the names and email addresses of the recipients to avoid any 
privacy concerns).  
 

lpfit
EXCLUDED FROM PR

lpfit
EXCLUDED FROM PR



 

28.4.2015 page 6 
 

lpfit
EXCLUDED FROM PR



 
 

28.4.2015 page 7 
 

Additional paper on issues raised by Envirospheres and Cement Australia  

1 Background 
Coal Reuse Pty Limited lodged notification N97609 (the Notification) with the ACCC on 25 July 
2014 in relation to arrangements with Stanwell Corporation Limited (Stanwell) regarding coal 
combustion products (CCPs). 
 
As part of the ACCC's consideration of the Notification, subsequent submissions have been made 
to the ACCC by: 

(a) Coal Reuse (7 October 2014); 

(b) Cement Australia (2 September 2014 and 17 February 2015); and 

(c) Envirospheres (2 September 2014, 24 November 2014 and 28 January 2015). 
 
This paper is principally provided in response to assertions made in the submissions of Cement 
Australia and Envirospheres since Coal Reuse's October 2014 response, but also addresses 
issues raised in earlier submissions. 
 
Coal Reuse considers it is clear, both from their conduct and their submissions to the ACCC, that 
Cement Australia's and Envirospheres' actual issues are not with any lessening of competition. 
Rather they are concerned that they now face competition from a new entrant (in Coal Reuse) 
which has worsened their competitive positions in relation to cement grade fly-ash and 
cenospheres respectively. 
 
The actual pro-competitive impact on the relevant markets of the arrangements between Coal 
Reuse and Stanwell, and the clear public benefits involved, are discussed in this paper below. 

2 Update on the status of Coal Reuse's business 
Coal Reuse's CCPs business is not fully operational, but is very close to being so. 
 
In an effort to commence operations as soon as possible after access to the Tarong site was 
given by Stanwell on 1 August 2014 and to continue supply to existing users, Coal Reuse made 
offers to each of the existing users of CCPs from the Tarong power station, namely Sunstate 
Cement, Cement Australia, Envirospheres and Zanows. 
 
Sunstate Cement accepted the offer from Coal Reuse and is continuing to be supplied with 'run of 
station' ash (which it converts to cement grade fly-ash through a grinding process at its Port of 
Brisbane facilities).  Zanows accepted the offer from Coal Reuse and is continuing to be supplied 
with 'bottom' ash. 
 
As discussed in Coal Reuse's 7 October 2014 submission, both Cement Australia and 
Envirospheres refused Coal Reuse's offer. 
 
As both Cement Australia and Envirospheres also refused offers to buy their existing relevant 
facilities and equipment, Coal Reuse has had to invest in new facilities and equipment to collect 
certain CCPs (including cement grade fly-ash and cenospheres).  Coal Reuse has also had to 
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gain the necessary environmental and site operations approvals and consents to allow collection 
and sale of the CCPs. 
 
Those development and approval processes take time and Coal Reuse has only recently been 
able to commence extracting cenospheres in limited volumes..  
 
In parallel to developing the required facilities and obtaining the required approvals, Coal Reuse 
has also been finalising the design of the open market principles under which it intends to sell 
CCPs. 
 
A limited test tender for ash products was completed in December 2014. While no products were 
ultimately taken in this tender, the testing of the market system was considered a success and 
Coal Reuse identified a need for more market education to identify and attract potential buyers. 
The daily market for run of station and bottom ash has also been operating since December 
2014. 
 
At this stage, Coal Reuse intends to offer the first batch of cenospheres and cement grade fly-ash  
through its open market mechanisms in June 2015. Those open market principles will not 
discriminate against any buyer, such that Cement Australia and Envirospheres will both shortly 
have an opportunity to buy CCPs from Coal Reuse on the open market. 

3 Actual impact of any short term interruption  
 
While the time from first site access to first sales has not been ideal for any party, it is not a case 
of Coal Reuse intentionally withholding supply as Cement Australia and Envirospheres appear to 
be asserting. 
 
As discussed above, the combination of Cement Australia's and Envirospheres' refusals to deal 
with Coal Reuse on interim supply arrangements and the resulting time required to develop 
facilities and obtain approvals has prevented any possibility of supply until recently. 
 
Any alleged strategy of withholding supply would also be entirely counterproductive.  Coal Reuse 
has very strong economic incentives to supply CCPs. In particular, as the ACCC would be aware 
from the contract with Stanwell which has been disclosed to it, Coal Reuse has substantial fixed 
costs payable under the contract with Stanwell which are not currently being offset by much 
revenue from CCP sales.   
 
Coal Reuse is also incurring substantial business development costs with a view to attracting new 
buyers of CCPs to the proposed open market platform in the knowledge that the open market will 
be most successful if there is a wider pool of potential buyers. 
 
The time period from first site access to first sales also needs to be understood in the following 
context: 

(a) The short term interruption of supply would occur in any change of offtakers/suppliers for 
the CCPs where the incumbent offtakers refused reasonable offers for interim sources of 
supply.  This shortage is not something that is caused particularly by Coal Reuse or the 
conduct notified; 
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(b) Both Envirospheres and Cement Australia have admitted in their previous submissions 
that the CCP relevant to them can be acquired from alternative sources, In particular: 
(i) Cement Australia is known to be acquiring fly-ash from another domestic power 

station 
(ii) Envirospheres is known to be acquiring cenospheres from the Kogan Creek and 

Liddell power stations; and 
(iii) both objectors confirmed in their submissions that the CCPs relevant to them are 

imported into Australia; and 

(c) It has not led to a lessening of competition, with any impact being, at most, a short term 
adverse impact to an individual company. 

4 Competition analysis - Cenospheres 

4.1 Cenospheres 
Cenospheres are lightweight, inert, hollow spheres largely comprising of silica (SiO2) and alumina 
(Al2O3), which are typically produced as a by-product of coal combustion at coal fired power 
plants.  
They are used in a wide variety of applications including in paints and coatings, building 
materials, refractories, oil and gas applications, putties and adhesives, and in the aerospace, 
navigation and automotive industries. 

4.2 Market definition 
Based on the market research Coal Reuse has now done in preparation for selling cenospheres, 
Coal Reuse considers there is a single global market for cenospheres.  
 
As part of its market research and development, Coal Reuse obtained a copy of the Global 
Cenosphere Industry 2014 Market Research Report (Beijing Hengzhou Bozhi International 
Information Consulting Co, Ltd, January 2015) which assesses the market in that manner. 
 
A single market for cenospheres 
Envirospheres asserts that there is a separate Australian markets for 'raw' cenospheres and 
'processed' cenospheres.  
 
The only differences between what Envirospheres refers to as 'raw' cenospheres and what they 
refer to as 'processed' cenospheres is: 

(a) A drying process (where cenospheres are extracted 'wet' from fly ash ponds – this 
process not being necessary where cenospheres are extracted 'dry' from mine voids); 

(b) A grading process to separate cenospheres with different characteristics; and 

(c) A packaging or 'bagging' process (where the cenospheres are typically placed in 500kg 
bags for transportation and sale). 

 
As Envirospheres itself recognised in its November 2014 submission the harvested cenospheres 
must be 'taken to a processing plant to produce the end product for sale'2. As far as Coal Reuse 
is aware, there are no examples of any entity in the world extracting the cenospheres and selling 
them 'raw' rather than carrying out the processing steps themselves (or contracting a third party 

                                                
2 Envirospheres submission to ACCC on Coal Reuse Notification, 2 September 2014, at 3. 
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to do so) prior to sales.  Certainly, Coal Reuse is not aware of Envirospheres itself ever 
previously having sold 'raw' cenospheres.  
 
In other words, 'raw' cenospheres are not an 'end product' for which there is a market.  
Arguing that different markets exist for 'raw' and 'processed' cenospheres is like arguing that a 
different market exists for run of mine coal and coal treated by a coal handling and preparation 
plant (which is contrary to all previous ACCC analysis of coal markets that Coal Reuse is aware 
of). 
 
To explain why this is, it is important to understand that 'raw' cenospheres contain a range of 
cenospheres with different qualities and characteristics. Given the limited costs of processing, 
entities that extract cenospheres are economically incentivised to: 

(a) dry the cenospheres to allow economic transport; and  

(b) grade the cenospheres into the different characteristics so that buyers seeking 
cenospheres with particular characteristics will buy those cenospheres and pay a price 
reflecting the value of cenospheres which have those particular characteristics. 

As a result, it should be evident that a entity extracting 'raw' cenospheres will seek to sell 
'processed' cenospheres unless there is a buyer of 'raw' cenospheres which is willing to pay a 
price which reflects the economic upside that the extracting entity is forgoing. 
   
The only evidence that Envirospheres puts forward as justifying a 'raw' cenospheres market is its 
own demand.  Critically that demand appears to be based on continuing to receive an unrealistic 
and below cost price akin to that which it was previously paying Stanwell for harvesting 
cenospheres (apparently being on or about $[confidential figures removed/m3]3, which is roughly 
equivalent to $[confidential figures removed] per tonne.  Coal Reuse understands that is not a 
price at which Stanwell was willing to continue to offer the right to extract cenospheres.   
 
Stanwell wanted a single offtaker for all CCPs and required that offtaker to commit to significant 
fixed costs in relation to the management of CCPs for the right to do so.  It will be evident from 
the contract with Stanwell (that Coal Reuse disclosed to the ACCC) that raw cenospheres are not 
available at 'zero cost' as Envirospheres alleges. 
 
The price that Envirospheres is seeking is also a price that bears no resemblance to the market  
price for cenospheres (even less the processing and distribution costs). 
 
While Coal Reuse is still conducting industry research and business development to understand 
what the market value of cenospheres is, the data points set out below provide some indication of 
the potential value (and the substantial disparity to the pricing sought by Envirospheres). 
 
Envirospheres refers to 20,000 tonnes of processed cenospheres having a market value 'in 
excess of $20 million'4.   
 

                                                
3 Envirospheres submission to ACCC on Coal Reuse Notification, 2 September 2014 (Confidential version released in 24 November 
2014 submission), at 4 
4 Envirospheres submission to ACCC on Coal Reuse Notification, 2 September 2014, at 3 
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The Global Cenosphere Industry 2014 Market Research Report indicates the average price for 
2009-2014 for Coal Reuse cenospheres (which Coal Reuse assumes reflects Envirospheres 
average pricing from the Tarong plant from which Coal Reuse now generates cenospheres as 
Coal Reuse was not selling cenospheres at any time during those years) as follows5: 
 
 2009 2010 2011 2012 2013 2014 
Price 
(USD/tonne) 

2127 2158 2185 2202 2215 2250 

Given the average weight of processed cenospheres, the 2014 pricing equates to approximately 
$900/m3.   
 
Coal Reuse's market research has indicated that Envirospheres has sold cenospheres to US 
customers at higher prices than the averages indicted above. 
 
As noted above, for a cenospheres producer to be economically incentivised to sell 'raw' 
cenospheres it would presumably have to achieve a return which had parity to what was 
achievable selling the actual end product ('processed' cenospheres).  
  
Based on its engagement with potential providers of processing services, Coal Reuse estimates 
that the processing costs for cenospheres are limited (and approximately [$confidential figures 
removed] per tonne excluding freight). 
 
As a result, it should be absolutely clear that there is no market for 'raw' cenospheres (at least at 
the pricing levels that Envirospheres has indicated it is willing to buy at). 
 
Of course, Coal Reuse's intention is to use the auction process to let the market set the price. 
 
Types of cenospheres and substitutes 
 
Envirospheres' submissions assert that Stanwell cenospheres have particular characteristics that 
mean, for some uses, few other cenospheres are an appropriate substitute. 
 
Coal Reuse accepts that the 'white' Tarong cenospheres (which are a 'grade' of cenosphere that 
can be separated from the 'grey cenospheres' also produced) have particular characteristics that 
make them more suitable for some applications than grey cenospheres. However, many major 
buyers do not value 'white' cenospheres any differently to 'grey' cenospheres. 
 
In any case, there are both: 

(a) other global producers of 'white' cenospheres; and 

(b) substitutes for 'white' cenospheres for those uses – particularly glass microspheres or 
'microballoons' (which are effectively manufactured to have similar qualities to CCP 
cenospheres).  3M's 'glass bubbles' products are a leading example of such glass 
microspheres. 

                                                
5 Global Cenosphere Industry 2014 Market Research Report, Be jing Hengzhou Bozhi International Information Consulting Co., Ltd, 
January 2015 at 18. 
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As a result, while every power station's microspheres will have slightly different characteristics, 
there are clear substitutes for Tarong cenospheres both within the broader cenospheres market 
and for particular 'grades' of cenosphere. 
 
A global market 
The fact there is a global market rather than an Australian one is clearly evident because: 

(a) Coal Reuse understands that Envirospheres and other Australian cenospheres sellers 
sell the vast majority of Australian produced cenospheres internationally.  The 
Envirospheres website currently emphasises that it has 'distribution around the globe';6 

(b) the pricing (outlined above) and low weight of cenospheres, make international freight 
clearly economically viable;  

(c) industry reports like the Global Cenosphere Industry 2014 Market Research Report 
analyse the market as a global one;  

(d) even a simple search of on-line marketing sites like Alibaba demonstrates the availability 
of cenospheres (and substitutes like microspheres or microballoons) from international 
suppliers; and 

(e) as Envirospheres recognises, customers in Australia seeking cenospheres often import 
them.7 

There is no evidence to support the market being restricted to Australia. 

4.3 Counterfactual 
In seeking to assess the impact on competition of the notified conduct it is important to consider 
the likely state of the market 'with and without' the conduct. 
 
In relation to cenospheres, there was only ever going to be one offtaker from Stanwell, at least in 
relation to cenospheres, as: 

(a) that was Stanwell's clear and communicated commercial preference; and 

(b) as Envirospheres recognises, the harvesting techniques and costs of the relevant 
facilities and equipment, mean that it is inefficient and potentially unsafe to have multiple 
harvesters of cenospheres at the same time.8 

 
Coal Reuse submits that the likely state of the market without the notified conduct is therefore a 
different single offtaker for all CCPs (either the previous cenospheres offtaker Envirospheres or 
an incumbent for a different type of CCPs).  
 
In other words, both with and without the conduct which was notified there would be a single 
supplier.  However, there is no suggestion that Envirospheres (or any alternative third party 
offtaker in the hypothetical counterfactual) would be willing to sell CCPs under the open market 
principles that Coal Reuse has committed to.  
 

                                                
6 http://www.envirospheres.com.au/company.asp (as accessed on 28 March 2015) 
7 Envirospheres submission to ACCC on Coal Reuse Notification, 2 September 2014, at 3. 
8 Envirospheres submission to ACCC on Coal Reuse Notification, 2 September 2014, at 7. 
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It addition, it needs to be recognised that both 'with and without' the conduct notified there are 
other suppliers of cenospheres in Australia.  In particular, Coal Reuse is aware of the following 
alternative suppliers: 

(a) Reslabspheres, which has been supplying cenospheres sourced from the Callide power 
station in Queensland since 1995 (company website: 
http://www.reslabspheres.com/index.html);  

(b) Sidere Corp (company website in relation to cenospheres: 
http://www.siderecorp.com/#whatwearesupplying); 

(c) Envirospheres themselves, which now supply cenospheres from the Kogan Creek power 
station in Queensland and Liddell power station in New South Wales;  

(d) Other acquirers in Australia which source supply from China such as James Hardie; and 

(e) Numerous sources of imports (noting that Envirospheres accepts in its submission that 
cenospheres are imported to Australia and that the lightweight and high value of 
cenospheres makes importing economic).  

To provide an idea of available product even just from the alternative Australia producers, Global 
Cenosphere Industry 2014 Market Research Report estimates they had a 2014 capacity of 8,500 
tonnes (Reslabspheres) and 8,000 tonnes (Sidere), compared to Coal Reuse's 12,000 tonnes of 
capacity.9 

4.4 Analysis of impact on competition 
Having regard to the counterfactual noted above, Coal Reuse is confident the notified conduct is 
not having, and will not have, the effect or likely effect of substantially lessening competition for 
the following reasons: 

(a) Coal Reuse's market share is so small (Global Cenosphere Industry 2014 Market 
Research Report estimated a 3.97% market share (by 2014 production) and 3.98% 
market share (by 2014 capacity))10 that it cannot have any substantial impact on 
competition in the global market irrespective of its conduct; 

(b) Coal Reuse entry should at worse be viewed as a 'one-for-one' replacement, that does 
not adversely impact on the competitive dynamics in the market, but in fact is the creation 
of an entirely new supplier while not removing Envirospheres in the market (due to their 
continued supply of cenospheres from other power stations); 

(c) Coal Reuse selling cenospheres through an open market platform will actually allow entry 
into the market in a way that would not be available in the counterfactual; 

(d) By opening the market to end users directly and providing transparency of pricing, 
volume and availability, the notified conduct will enable other buyers and distributors to 
enter the market without having to using the tightly controlled distribution channels of the 
previous incumbent (which granted territorial exclusivity to many of its distributors); and 

(e) Any attempt by Coal Reuse to increase prices will be defeated by customers acquiring 
from alternative sources of supply from Australian producers and imports. 

                                                
9 Global Cenosphere Industry 2014 Market Research Report, Be jing Hengzhou Bozhi International Information Consulting Co., Ltd, 
January 2015 at 10-11. 
10 Global Cenosphere Industry 2014 Market Research Report, Beijing Hengzhou Bozhi International Information Consulting Co., Ltd, 
January 2015 at 25-26. 
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4.5 Envirospheres allegations of misuse of market power  
Envirospheres has alleged that Coal Reuse is misusing its market power.  That allegation is 
completely misconceived as: 

(a) Coal Reuse does not have market power – it is a competitor in a global market with 
production from a plant which the Global Cenosphere Industry 2014 Market Research 
Report estimated provided a 3.97% market share (by 2014 production) and 3.98% market 
share (by 2014 capacity);11  

(b) What Envirospheres terms a 'refusal to supply' is simply a supplier legitimately 
determining not to sell a product at well below a market price (and in fact below cost).  
That is a perfectly legitimate business rationale and clearly not a 'taking advantage' of 
market power; and 

(c) Coal Reuse does not have any of the prohibited purposes which form the purpose 
element of the misuse of market power prohibition in section 46 Competition and 
Consumer Act 2010 (Cth). 

 
It goes without saying, but the fact that Envirospheres business may be adversely impacted is not 
of itself any evidence of a misuse of market power – damage to a competitor is of course often a 
result of legitimate competitive conduct like new entry. 

4.6 Envirospheres allegations of misleading representations 
In its 28 January 2015 submission Envirospheres claims that a number of emails contain 
misleading representations about no longer being able to acquire cenospheres from 
Envirospheres. 
 
Firstly, it is legitimate for Coal Reuse to seek to contact potential customers and encourage them 
to participate in the open market that Coal Reuse is establishing.  
 
Secondly, Coal Reuse has reviewed those emails and does not consider them misleading. 
However, to ensure there could be absolutely no confusion, it has sent further emails to the 
cenospheres customers in question (which have been provided to the ACCC) to clarify that: 

(a) Envirospheres can buy cenospheres from Coal Reuse on the open market; and 

(b) The customers can continue to source cenospheres from Envirospheres if they wish to do 
so (subject to Envirospheres sourcing cenospheres from Coal Reuse or elsewhere). 

As no transactions have occurred between Coal Reuse and the customers in question, it is clear 
that any possible confusion has been resolved. 

5 Cement Grade Fly-ash 
Coal Reuse's previous submissions address the cement grade fly-ash market in detail. 
As a result, this section principally addresses matters raised in the 2 September 2014 submission 
from Cement Australia. 
 
To correct the record on a number of points in respect of cement grade fly-ash: 

                                                
11 Global Cenosphere Industry 2014 Market Research Report, Beijing Hengzhou Bozhi International Information Consulting Co., Ltd, 
January 2015 at 25-26. 
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(a) Coal Reuse continues to consider that Cement Australia's existing arrangements 
provided a barrier to entry.  If there had been a proposal like that of Coal Reuse in 
existence at the time the likely anti-competitive detriment compared to the counterfactual 
would have been substantially greater; 

(b) The federal court proceedings regarding Cement Australia's conduct describe in detail the 
difficulty of accessing the fly-ash that was not technically contracted by Cement Australia; 

(c) Coal Reuse acknowledges that bottom ash is being acquired from Tarong – as described 
in the responses to the ACCC specific queries it has continued that on an interim basis. 
However, it remains true that the only material volumes of ash acquired in Queensland 
are cement grade fly-ash (or run of station ash acquired by entities like Sunstate Cement 
to produce cement grade fly-ash); 

(d) Envirospheres / Cement Australia's statements that Coal Reuse is not making sales 
under its open market principles (and as a result some additional CCPs are having to be 
stored in the interim) fails to recognise that that is simply an outcome of their refusal to 
deal with Coal Reuse (not a consequence of the notified conduct) and Coal Reuse (as a 
consequence) having had to invest in facilities and obtain approvals before sales of the 
types of CCPs those companies are concerned about could occur; 

(e) Envirospheres / Cement Australia continue to seek to rely on per capital consumption 
figures to indicate that CCP utilisation is high in Australia. Given Australia is a very low 
population country it should be evident that per-capital figures are misleading and not 
particularly useful data points; 

(f) Envirospheres / Cement Australia both seem to suggest that fly-ash usage cannot be 
increased. That appears highly inconsistent with Cement Australia's assertion that it did 
not use all of the fly-ash available at the Tarong and Tarong North stations and that third 
parties were not using the remaining fly-ash.12 Coal Reuse do not agree that the 
Australian market is 'saturated' when it comes to fly-ash products (as Cement Australia 
asserts), and there are numerous uses outside of the cement industry which Cement 
Australia is principally focused on. In particular: 

(i) There is global acceptance of other substantial uses of fly-ash beyond the limited 
utilisation in Australia by cement companies such as Cement Australia.  The Ash 
Development Association of Australia (ADAA) website sets out many of those 
alternative uses)13.   

(ii) One material example of these alternative uses (described by the ADAA) is the 
'aggregates' market which, at 114 million tonnes per annum, is sufficient in size to 
utilise all 14 million tonnes of CCPs produced in Australia.  [Confidential sentence 
removed.]  However, the cement industry has no real incentive to develop those 
markets as success in this development would result in increasing demand from 
alternative users for CCPs and jeopardise the control of supply currently enjoyed.  
Further, given the vertical integration of many cement companies (owning 
competitive producers of other forms of aggregates such as quarries) such 
product development would provide competition to their existing businesses.  

                                                
12 Cement Australia submission, 2 September 2014 at 2. 
13 Ash Development Association of Australia – Applications and Uses: http://www.adaa.asn.au/resource-utilisation/application-and-
uses, accessed on 27 April 2015. 
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Coal Reuse accepts that these markets will take time and investment to develop 
– however, this is exactly the purpose of the agreement with Stanwell – namely to 
develop these industries; 

(g) Coal Reuse will also work with Australian Standards and procurement bodies to increase 
the percentage of CCPs that are able to be used in various applications to the levels 
approved, proven and accepted in Europe.  Such approval will facilitate a greater 
competitive position against competitive internally produced Portland Cement; 

(h) The offer to acquire Cement Australia's ash collection equipment was made at a fair 
value for that equipment. The equipment was aging and inefficient. It is clear that Cement 
Australia has numerous other alternatives and no forced 'fire sale' occurred. The fact that 
Coal Reuse did not buy the equipment at a price it thought was unrealistic cannot now be 
claimed as a public detriment to be taken into account in assessing the conduct notified; 

(i) Coal Reuse is not aware of any existing or potential users of Tarong ash other than 
Cement Australia having any issues with the notified conduct; 

(j) The fact that Cement Australia wished for Stanwell to run its procurement process 
differently is not evidence of a lessening of competition or public detriment. Coal Reuse 
understands Stanwell had a clear preference for a 'whole of station' solution to CCPs, 
which was not something that either Cement Australia or Envirospheres were offering. In 
any case, the conduct in question is not the tender process, but the contract between 
Coal Reuse and Stanwell; and 

(k) Cement Australia's assertions about how the Coal Reuse model will work are premature 
and made on an uninformed basis. 

6 Public benefits 
Cement Australia and Envirospheres have been quick to assert that the public benefits claimed 
will not be achieved, without any evidence to support those claims. 
 
As well as the clear economic benefits in terms of reduced costs of production of power by 
reducing the cost of managing CCP outputs, the increased use of CCPs that is anticipated to 
occur  has the following principal environmental benefits: 

(a) waste stream reduction and associated reductions in requirements for landfill; 

(b) the conservation of resources such as gypsum, limestone and natural gas (when fly-ash 
is used as a replacement in cement production); and 

(c) The reduction of greenhouse gas emissions when used as a cement replacement (saving 
up to one tonne of carbon dioxide per tonne of cement).14 

 
There is a clear conflict between the producers and importers of traditional portland cement 
seeking a return on heavy capital investments in one of the highest polluting industries and the 
use of a recycled material like CCPs – such that only when the offtaker of CCPs is a non-cement 
producer will the offtaker have a sufficient economic incentive to properly investigate the full 
potential for utilisation of ash outside the cement industry. 
 

                                                
14 Ash Development Association of Australia – Applications and Uses: http://www.adaa.asn.au/resource-utilisation/environmental-
benefits, accessed on 27 April 2015. 
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It would be premature for the ACCC to be making any adverse judgement about whether Coal 
Reuse could increase the proportion of CCPs that are reused (which Coal Reuse firmly believes 
that it can) prior to it having a substantial period of time to demonstrate the prospects of that 
occurring. The previous off-takers did not have any economic incentives to do so, and as a result 
it is perhaps unsurprising that they cannot see the potential for that to occur. 
 
In relation to specific points regarding public benefits raised by Envirospheres or Cement 
Australia, Coal Reuse has the following comments: 

(d) Envirospheres / Cement Australia's statements that Coal Reuse is not making sales 
under its open market principles (and as a result some additional CCPs are having to be 
stored in the interim) fails to recognise that that is simply an outcome of their refusal to 
deal with Coal Reuse (not a consequence of the notified conduct) and Coal Reuse (as a 
consequence) having had to invest in facilities and obtain regulatory approvals before 
sales of the CCPs those companies are concerned about could occur; 

(e) Envirospheres / Cement Australia continue to seek to rely on per capital consumption 
figures to indicate that CCP utilisation is high in Australia. As a very low population 
country it should be evident that per-capital figures are misleading and not particularly 
useful data points; 

(f) Envirospheres / Cement Australia both seem to suggest that fly-ash usage cannot be 
increased. That appears highly inconsistent with Cement Australia's assertion that it did 
not use all of the fly-ash available at the Tarong and Tarong North stations and that third 
parties were not using the remaining fly-ash.15 Coal Reuse do not agree that the 
Australian market is 'saturated' when it becomes to fly-ash products (as Cement Australia 
asserts), and there are numerous uses outside of the cement industry which Cement 
Australia is principally focused on; and 

(g) Envirospheres apparent suggestion that the ACCC should somehow assess public 
benefit on a market by market basis is not how notifications are assessed under the 
Competition and Consumer Act 2010 (Cth), which instead anticipates a weighing up of 
any anti-competitive detriment and public benefits (in aggregate). 

7 Conclusions 
Coal Reuse considers it is clear that the conduct notified does not have the purpose, effect or 
likely effect of substantially lessening competition, and in fact is pro-competitive and with a range 
of public benefits. 
 
Rather than continuing to trade submissions with Envirospheres and Cement Australia, Coal 
Reuse would be keen to hold a face to face meeting with the ACCC to address any remaining 
concerns or questions the ACCC has. 
 

 

                                                
15 Cement Australia submission, 2 September 2014 at 2. 
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Pfitzner, Laura

From: David Wright <david.wright@he-cg.com> on behalf of David Wright 
<david.wright@coalreuse.com>

Sent: Wednesday, 25 March 2015 10:46 AM
To: Plumridge, Natalie
Cc: Chadwick, Richard; Jones, Gavin
Subject: Coal Reuse Notification

Follow Up Flag: Follow up
Flag Status: Flagged

Dear Natalie 

  

Thank you for sending through the updated submissions received from Cement Australia and Envirospheres. 
  
Coal Reuse does not agree with the assertions and allegations made in those submissions. In light of those 
allegations, Coal Reuse will prepare some further information to assist the ACCC in assessing the conduct which has 
been notified and would appreciate the opportunity to discuss these matters directly with the ACCC in due course. 
  
In the meantime I would reiterate that Coal Reuse is committed to providing all CCPs under the open market 
principles it described in the notification and continues to believe that doing so enhances competition in the relevant 
market(s).  In relation to cenospheres, Coal Reuse has recently commenced extracting cenospheres (following 
development of the required facilities and receipt of the required approvals) and is finalising the design of the open 
market mechanisms to be used to sell the cenospheres (and other coal combustion products).  Coal Reuse is 
intending to have the first sale through these mechanisms occur in June 2015.  
  
In relation to the separate complaint Envirospheres appears to have made, while Coal Reuse does not consider its 
emails with previous customers of Envirospheres were in any way misleading, to avoid any confusion I have today 
sent the attached emails to the customers concerned to clarify that: 

•         Envirospheres could participate in the open market mechanisms for sale of cenospheres; and 

•         The customers in question could continue to buy from Envirospheres (on the basis of Envirospheres 
acquiring the cenospheres and then on-selling them) if they wished to do so. 

  
I am attempting to acquire direct contact details for those approached by my personal Linkedin and will send the 
same information to them. 
 

Kind regards 
  
David Wright 
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Begin forwarded message: 
 
From: David Wright <david.wright@coalreuse.com> 
Date: 25 March 2015 10:20:32 am AEDT 
Subject: Update and Clarification 
To:  
 

 
 
Thank you for your time on our last call. Coal Reuse are currently in the process of finalising its open market 
mechanisms to be used to supply Cenosphere products, and the mix of Cenosphere products that will be available. 
We hope to be in a position to supply the first volumes of Cenospheres in this way before the end of the first half of 
2015. 
  
Subsequent to our initial email to you I have become aware about some confusion in relation to who may supply the 
product in future. Coal Reuse has always intended that any entity could be a bidder for Cenospheres through its open 
market principles, including both direct buyers and distributors. Therefore, you could of course continue to be supplied 
by a distributor (such as Envirospheres) who would acquire the Cenospheres from Coal Reuse and then on-sell them 
to your company, if you have a commercial preference for that structure. 
  
Coal Reuse will ensure information is provided to all potential buyers regarding the Cenosphere products, and options 
for their purchase, which will be available from Coal Reuse. 
  
David 
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