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Outlined below is the Statement of Issues releagdtie Australian Competition
and Consumer Commissi¢ACCC) in relation to the proposed acquisition of
Viscount Plastics Pty Limited/{scount) by Pact Group Pty LimitedP@ct)
(proposed acquisition)

A Statement of Issues published by the ACCC isarfatal decision about a
proposed acquisition, but provides the ACCC’s pnalary views, drawing
attention to particular issues of varying degrelesompetition concern, as well
as identifying the lines of further inquiry thaethCCC wishes to undertake.

In line with the ACCC’sMerger Review Process Guidelines (available on the
ACCC'’s website atvww.accc.gov.aputhe ACCC has established a secondary
timeline for further consideration of the issuese TACCC anticipates completing
further market inquiries b¥5 December 201hnd anticipates making a final
decision byl9 January 2012 However, the anticipated timeline can change in
line with theMerger Review Process Guidelines. To keep abreast of possible
changes in relation to timing and to find relevdotuments, market participants
should visit the Mergers Register on the ACCC'ssitelat
WWW.accc.gov.au/mergersreqister

A Statement of Issues provides an opportunity lanterested parties (including
customers, competitors, shareholders and otheelstéders) to ascertain and
consider the primary issues identified by the ACEG also intended to provide
the merger parties and other interested partidstivé basis for making further
submissions should they consider it necessary.

Background

5.

On 4 October 2011, the ACCC commenced a publievewaf the proposed
acquisition after receiving a submission on 3 Oetd®911 from Pact seeking
clearance from the ACCC for the proposed acqursitio

The ACCC has commenced a public review of a prapasgquisition by Pact of
Viscount on two previous occasions — 28 April 2608l 14 April 2009. In each
of these reviews, the ACCC released a Statemdssoés outlining preliminary
competition concerns with the proposed acquisiti@m.each occasion the review
was discontinued at the request of the mergergzarti



The parties

Pact Group Pty Limited

7.

Pact manufactures a diverse range of plastic aneptastic products for different
packaging applications. Pact’s product range iresutigid plastic food
containers, bottles, jars, tubes, jerry cans, cytests, plastic and steel drums,
trays and closures.

Pact’s packaging business is managed through devieodly-owned subsidiaries
that operate under their own name and brand, ingud®IP Packaging, Alto
Packaging, Signum, Baroda Packaging, Brickwoodsgll, Salient Asia Pacific
and Atlas Plastics. A wholly owned subsidiary o€falso has partial
shareholdings in Pro-Pac Packaging Limited andddatiCan Industries Limited
(NCI).

Pact is controlled by Raphael Geminder, husbarkdarfa Geminder. Fiona
Geminder is a member of the Pratt family.

Viscount Plastics Pty Limited

10.

11.

12.

Viscount is a packaging, supply chain and logistmisitions provider. Viscount's
product range includes rigid plastic containersdfpackaging, plastic materials
handling and lubricant packaging.

Viscount has operations in Australia, New Zealdlina and Malaysia,
including packaging plants in Queensland, New S¥vdtes, Victoria and
Western Australia.

Viscount is a division of LINPAC Group LimitedliNPAC ) a global packaging
and materials handling company that has been obwy@dconsortium of lenders
since 2009.

Other industry participants

Visy Industries Australia Pty Ltd

13.

14.

15.

Visy Industries Australia Pty Ltd/{sy) is Australia’s largest packaging and
recycling company. Visy’'s operations include:

» the manufacture and supply of beverage and foothcwnrs including PET
bottles, PET preforms, PET jars, aluminium andléitgocans, paperboard
cartons and corrugated cardboard boxes; and

» the collection and processing of recyclable mateaad the manufacture and
supply of recycled paper.

Visy is privately owned by the Pratt family througlamily trust.

In previous matters, the ACCC has had regard toala¢ionship between Pact
and Visy, and the impact of this relationship oa likely effectiveness of
competition between Pact and Visy post-acquisitiomssessing the competitive
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effects of the proposed acquisition, the ACCC hall’e regard to whether current
and historical relationships, including financiadacorporate links between Pact,
Visy and their respective principals, may impactloa effectiveness of
competition between Pact and Visy.

National Can Industries Limited

16. NClis an ASX listed company that supplies a ramigelastic and metal
packaging products including plastic and tinplaaésp aerosol cans and plastic
closures for application in a range of industriegduding paint, chemicals and
food packaging.

17. A wholly owned subsidiary of Pact (Bennamon Pty)ltidids a 19.99%
shareholding in NCI.

18. Over 50% of the shares in NCI are owned by Tyirelestments Pty Ltd and its
related corporations and associates, who are uedela Pact or Visy.

Areas of overlap

19. The ACCC considers that the following areas of ageexist between the parties
identified above:

» Pact, Viscount and NCI each supply plastic pails;
» Pact and Viscount both supply plastic cartridges;
* Pact and Viscount both supply materials handliraglpcts; and

» Pact, Viscount and Visy each supply PET bottlesugin Viscount only has
PET manufacturing facilities in Western Australia.

The transaction

20. Pactis proposing to acquire 100% of the shar&soount.

Market inquiries

21. On 5 October 2011, the ACCC commenced market ireguiegarding the
proposed acquisition. A range of interested pagresided responses, including
other suppliers and customers.

With/without test

22. In assessing an acquisition pursuant to sectioof 8te Competition and
Consumer Act 2010, the ACCC must consider the effects of the tratisady
comparing the likely competitive environment postpaisition if the transaction
proceeds (the “with” position) to the likely compiee environment if the
transaction does not proceed (the “without” positio “counterfactual” position)
to determine whether the acquisition is likely tdbstantially lessen competition
in any relevant market.



23.

In the event that Pact does not acquire ViscourtACCC considers the likely
counterfactual to be that Viscount will continueofmerate as an independent
competitor, either under current or new ownersHipwever, the ACCC
recognises that if Viscount remains under currenmership, there is uncertainty
regarding the level of ongoing capital funding tiegcount will receive from the
banking consortium that currently control LINPAC.

Market definition

24,

The ACCC'’s preliminary view is that the followingamkets are relevant to its
consideration of the proposed acquisition:

» the national market for the manufacture and suppplastic pails;
 the national market for the manufacture and suppplastic cartridges;

» the market for the manufacture and supply of PE/etsge bottles in Western
Australia; and

 the national market(s) for the manufacture and lsupipmaterials handling
products.

National market for the manufacture and supply of pastic pails

Extent of substitution between plastic pails and other plastic storage products

25.

26.

27.

28.

Plastic pails are open head containers used fangtand transporting food,
chemicals, surface coatings, adhesives, pharmaeaéutind agricultural products
and can range in size up to 25L. An open head et a container with a
large opening, being a similar size to the reshefcontainer; this is
differentiated from a closed head container such lagttle where the opening is
relatively smaller than the rest of the contaifastic pails can be square or
round and may or may not have a handle.

Market inquiries to date have suggested that tisdimited demand side
substitution from plastic pails to other types ohtainers, such as plastic bottles,
cubes or ‘bag in a box’ (a plastic bladder situatesitie a cardboard box)
systems. The ACCC understands that a customeragg@ontainer choice is
largely determined by the functionality requiredistomers will opt to package
their product in pails when they require an ‘opeadi container. The ACCC
considers that any substitution from plastic ptlsther types of plastic
packaging is at the fringes.

Plastic pails are manufactured using injection rdimgj. Injection moulded
containers are made by melting plastic polymer giemin a heated barrel and
then injecting these into a mould which cools aoldigies the plastic into the
finished product.

The ACCC considers that there is limited supplgsdbstitution between plastic
pails and other injection moulded products. Whilection moulding can be used
to produce other types of plastic packaging ofedéht functionality (such as
plastic cartridges), the ACCC notes that a supplséng an injection moulding
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29.

machine to produce other products would still nieelduy and setup a new mould
for each unique model of plastic pail they intenttechanufacture, with
associated capital costs and lead times.

The ACCC understands that there is no supply sidstgution between the
manufacture of plastic pails and other types okpging such as plastic cubes,
bottles or ‘bag in a box’ systems. Because thegsdymts are created by different
manufacturing equipment and processes, firms pioduwather types of small
industrial packaging would require significant ¢apinvestment in order to
produce plastic pails.

Extent of substitution between plastic pails and tinplate pails

30.

31.

32.

The ACCC understands that there is functional switability between tinplate
pails and plastic pails in some uses (e.g. pauritjtat for the majority of plastic
pail customers, tinplate pails are not regardeal éable alternative. For
example, the ACCC understands that tinplate’s gisxkty to denting and
losing its shape makes it less suitable for useaumstrial worksites. Similarly,
tinplate pails may not be suitable for many fooglegations because of rusting
and food contamination issues.

Market inquiries have indicated that tinplate pads be approximately 40%
more expensive than plastic pails for larger pagés The ACCC understands
that this cost differential limits customer willingss to substitute from plastic
pails to tinplate pails, even where they provideilsir functionality.

On the supply side, the manufacturing processetsnipliate pails and plastic
pails are vastly different, utilising different niacery and different raw
materials.

Geographic dimension

33.

34.

The majority of suppliers of plastic pails manutaettheir pails in one or two
plants, from which they distribute nationally. Largontracts are typically
negotiated on a national basis. Accordingly, theC&Cconsiders that the market
for plastic pails is likely to be national.

The ACCC therefore considers that the relevant etaskthe national market for
the manufacture and supply of plastic pails.

National market for the manufacture and supply of gastic cartridges

35.

36.

Plastic cartridges are tube shaped containersmssitp package and dispense
adhesives, lubricants and sealants. A nozzle peswidntrol in applying the
sealant/adhesive and the sizing and shape is aebktgrfit into an applicator gun.
The ACCC understands that there are no other paakpgoducts available that
offer a functional substitute for cartridges.

There are two types of plastic cartridges — greaseidges and building
cartridges. Grease cartridges are manufacturedltbrhotor oils, lubricants and
coolants, while building cartridges are manufaalurehold glues and sealants.
The difference in end uses means that greasedgg$riand building cartridges
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37.

38.

39.

are designed and manufactured to different spatidics and are supplied to
different types of customers. The ACCC understdhdsthere is no demand side
substitution between cartridge types.

The ACCC'’s market inquiries to date suggest th#t bgpes of cartridge are
manufactured using similar processes of injecti@ulting, and that supply side
substitution may be possible from the supply ofding to grease cartridges.

The ACCC'’s preliminary view is that the appropripteduct market is the
market for the supply of plastic cartridges. Howabe ACCC also recognises
that the proposed acquisition may have differefeiots on competition for the
supply of building and grease cartridges, andsbparate markets for each of
building and grease cartridges may be appropriate.

Both Viscount and Pact Group manufacture cartrigggdants in the eastern
States and distribute their product to customergsacAustralia. The ACCC
therefore considers that the relevant market imnak

Market for the manufacture and supply of PET beveraye bottles in Western
Australia

40.

41.

42.

43.

The ACCC has considered the extent of substitutabietween PET beverage
containers and other types of beverage containdhgeicontext of its previous
reviews of Pact’s proposed acquisition of Brickwadnoldings Pty Ltd, and the
2008 and 2009 reviews of the currently proposediiaden.

Consistent with the approach taken in those previeviews, the ACCC
considers that particular characteristics of PEfld&m®limit their demand-side
substitutability with other types of beverage comges:

» functional (technical properties).PET bottles can be cold or hot filled, hold
carbonation, have greater structural integrity lbadier properties than other
plastic bottles of similar weight, and are easibyred and handled;

» end-customer preferencesPET bottles offer visual clarity and lower weight
and

» filling and packing. Machinery used by beverage suppliers to fill comees
is specific to the volume, neck size and type aitamer. In particular,
machinery used to fill empty bottles is differenthat used to fill other
containers such as cans, glass or cartons.

PET bottles are manufactured using a blow moulgiogess. This encompasses:

» first, the creation of a PET preform through aration moulding process,
which determines the neck and weight of the firatle; and

* second, the preform is heated and air is blowniinso that the preform
expands to take the bottle’s desired shape.

PET bottles can be manufactured using either desstgge or two stage process.
In a single stage process, the two phases of bloulded PET container
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44,

45,

46.

production take place consecutively on the saméhmacin a two stage process,
preforms are moulded by an injection moulding maehihich produces fully
cooled preforms. A separate machine is then usbtbto mould the preforms
into bottles. A single stage process is slower, lzast suited for lower volume
and shorter production runs.

The ACCC understands that the machines used tuped@ET bottles are
different to those used for the manufacture of obieerage bottle types.
Therefore a manufacturer of another type of bevecagtainer would require
considerable capital outlay in order to switchite manufacture of PET.

Due to the constraints on both supply and dematelsibstitutability, the ACCC
considers that the appropriate product market digimis the manufacture and
supply of PET beverage bottles.

Viscount’s PET manufacturing operations are comfitee\WWestern Australia.
PET beverage bottles are high volume, non-nes{able-stackable) products,
with low value relative to transport cost. Congisteith this, the ACCC
understands that almost all PET bottles sold inté/asAustralia are
manufactured locally. The ACCC therefore considleas the appropriate
geographic market definition is the manufacture sungply of PET beverage
bottles in Western Australia.

National market(s) for the manufacture and supply é materials handling
products.

47.

48.

49.

Materials handling relates to the systems or coatlins of methods, facilities,
labour and equipment for moving, packing and stpnraterials. Materials
handling products include crates, trays, warehcosgainers and produce bins.

The ACCC does not consider it necessary to conaedigfinitive view on market
definition for material handling products becausmpetition concerns appear
unlikely to arise whether the market is definedonaty (in terms of separate
markets for the supply of particular products saslpallets) or broadly.

The ACCC understands that materials handling prisdare typically distributed
nationally and therefore considers that the relewsarket(s) is / are national.

Statement of issues

50.

For the purposes of this Statement of Issues stk in this matter are divided
into two categories ‘issues that may raise contanus'issues unlikely to pose
concerns'.

Issues that may raise concerns

National market for the manufacture and supply of plastic pails

51.

The ACCC is concerned that the proposed acquisitiay substantially lessen
competition for the supply of plastic pails in Auita. The ACCC is considering
the extent to which the proposed acquisition walllolw the merged firm to
unilaterally, or in coordination with NCI, increapgces for plastic pails.
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52.

53.

54.

55.

56.

57.

The merger parties are two of the three largestedtimmmanufacturers of plastic
pails (being Pact, Viscount and NCI). The proposeglisition would remove a
key competitor of similar scale and product rarggPact.

NCI has a plastic pail business of similar sizedoh of Pact and Viscount, and
supplies a broad range of plastic pails as wetithsr packaging products.

Pact, Viscount and NCI account for upwards of 6% arket sales by revenue.

As noted above, while NClI is controlled by Tyrrglvestments Pty Ltd and its
related corporations and associates, a wholly owsnedidiary of Pact holds a
19.99% shareholding in NCI. The ACCC is considetmgextent to which this
shareholding may affect the merged firm’s incentveompete effectively
against NCI, given that it would enjoy 19.99% of I'é(profits.

The ACCC is also considering the extent to whicttBahareholding may affect
NCI's willingness and ability to compete againstl@onstrain the merged firm.
In particular the ACCC is considering the extenivtich Pact’s shareholding
could be used to:

» facilitate coordination between Pact and NCI - lagtRusing its votes at an
AGM to vote against director appointments or renmatien reports to
‘punish’ effective competitive behaviour by NCI'samagement; and / or

» prevent NCI from making significant equity capitaisings (and thereby
hinder potential expansion opportunities) in cirst@mces where Tyrrell
Investments was prevented from voting on the reiekesolution(s).

In addition to NCI, there are also a number of $enaluppliers competing in the
market. The ACCC understands that these suppheigerin size from 1 - 8% of
the market, based on sales. Market inquiries te dave suggested that these
firms have had an impact on competition for sugplgome customers,
particularly customers that require lesser quagtitf pails. Market participants
indicated that these smaller suppliers:

may be price competitive for supply to some custom& Lower overheads,
and a focus on more popular pail sizes, allow tfieses to compete on price
with the three larger manufacturers for particylait sizes and quantities;

are looking to expand their capacity.The ACCC understands that many of
these firms do not have significant levels of escasgpacity. However, some
indicated they would be in a position to expandrtbapacity by purchasing
new machinery, so long as they are able to secifieisnt new contracts
capable of funding the capital costs associated @ipansion; and

compete with larger pail suppliers for supply to sme customersThese
firms have in some cases attracted business frerm#rger parties.

However, market inquiries have also identified tsron the extent of competitive
constraint imposed by smaller suppliers. In paldicu



» limited range and current capacity. These firms may be currently unable to
produce the full range of pail sizes required bpeaustomers, and without
further capital expenditure would not be capablproviding the quantity of
pails required by high-demand customers currengbpbed by Pact, Viscount
or NCI,

* inability to produce ‘anti-skinning’ pails . The ACCC understands that the
extent of supply by these companies to paint comegasa very limited. The
ACCC understands that Pact, Viscount and NCI haveldped plastic pails

that minimise or prevent a ‘skin’ from developing jpaint stored in those pails.

Smaller suppliers do not produce ‘anti-skinninglga

» customer reluctance For some customers, plastic pails constitute tagral
part of their finished product but only a small fpam of the total cost of
production or the price of the finished product.rké inquiries have revealed
reluctance amongst such customers to trust snaalkbiess established
suppliers with their plastic pail supply; and

» switching costs.The ACCC understands that testing pails of a piatemew
supplier for quality, durability and design befarse involves use of internal
resources that could otherwise be put to more mtdduuses. Customers

therefore face costs associated with inviting newrdested suppliers to tender

for supply.

The ACCC considers that these factors may constitatriers to the expansion

of small firms, and that these barriers to expansiay prevent the smaller firms

from acting as a sufficient constraint to the mdrfjam in the event that the
merged firm sought to increase the price of itsfutgpails.

The ACCC invites comments from interested parties on the potential competitive
constraint likely to be imposed on the merged firm by NCI and smaller suppliers

The ACCC seeks further information (and where pmssspecific examples) on:

» tenders or other supply opportunities won by N€krmaller suppliers, in
competition with Pact and / or Viscount and theportion of total tenders /
supply opportunities for which smaller suppliers arcompetitive constraint;

» the importance of ‘anti-skinning’ pails to paintngpanies, and the extent of
substitution between ‘anti-skinning’ pails and tete pails;

» the extent to which Pact competes with Viscounespect of ‘anti-skinning’
pails;

» the costs associated with testing pails of a ptenéw supplier, switching
suppliers of plastic pails, and/or sourcing plapads from multiple suppliers.




Imports

58.

59.

60.

61.

A number of market participants have indicated thgtorts provide only a weak
source of competitive constraint upon domestic suptarticular difficulties
identified with importing plastic pails include:

» landed price of imports. Some market participants identified that the lahde
cost of imports can be cheaper for smaller padssitHiowever, the ACCC
understands that for larger sizes (10L and abdweelanded cost of imports
may be above those for locally produced pails.

» security of supply.Imports of plastic pails involve long lead timeken
compared to domestic supply (weeks compared taldy8). These lead times
mean that if there is any supply disruption, dh& customer has an
unexpected increase in demand for their producgioing replacement /
additional supply may take some time, which mayeptélly cause a
disruption to the customer’s core operations;

» warehousing costsMarket inquires revealed a concern that custonverdd
need to warehouse significant quantities of pailslying on imports, with
associated storage and inventory management esgiscially where a
customer is otherwise operating a just-in-time mwey management system
and has a number of product lines; and

» perceived quality issuesSome market participants have expressed concerns

about the quality of imported products.

However, the ACCC is also considering the extenthiach customers
benchmark domestic prices to import prices, suahithports may act as a
competitive constraint, even in circumstances wihieeee is not a substantial
guantity of plastic pails being imported.

The ACCC is also aware of a number of custometsittig@ort plastic pails pre-
filled with their contents. The ACCC'’s preliminaview is that most pail
customers are not in a position to directly subtito importing pre-filled pails
in response to a small but significant increasthénprice of domestically
manufactured pails. The ACCC understands that mmgsirts of pre-filled pails
are the result of procurement decisions relatinpéosource of the contents of
the pail, rather than being the result of decisi@iating to prices of the pails
themselves.

The ACCC recognises that customers that acquireedtoally manufactured
plastic pails may compete in downstream marketsagparties that import pre-
filled plastic pails, and that there may be a degreindirect downstream
constraint to the merged firm from pre-filled paittowever, the ACCC also
understands that for some customers, the prictasfip pails as an input only
constitutes a small portion of the total cost afdurction of the finished product.
Accordingly, the ACCC'’s preliminary view is that jparts of filled pails would
not provide a strong constraint to the merged firm.
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62. The ACCC is seeking further information and comnanthe competitive
constraint imposed by imports of plastic pails omestic supply.

The ACCC invites comments from interested parties on the competitive constraint
provided by imports of plastic pails

The ACCC seeks examples or estimates of:

» the landed cost of importing unfilled pails (acrasange of sizes); and

» other costs associated with importing or storingonted pails.

The ACCC seeks further detailed information on:

* whether imported pails have significantly longexdgimes than domestically

manufactured pails, and if so, the impact of lorigad times on a customer’s
production or storage processes; and

—+

» whether there are quality issues associated wiglortad pails, including recen
examples of quality concerns with imported pailsthe basis upon which
quality concerns are held; and

» the extent to which customers seek quotes from itay and benchmark
domestic prices against those quotes, as pareofglocurement process.

National market for the manufacture and supply of plastic cartridges

63. Pact (including its controlled subsidiary Bev-Cap Btd) is active in supplying
and tendering to supply building and grease cg#sdo domestic customers.
Viscount is the predominant supplier of buildingtdedges, but does not
presently supply grease cartridges. There arehmar stgnificant domestic
suppliers of plastic cartridges.

64. The ACCC is concerned that the proposed acquisitiay substantially lessen
competition in the supply of plastic cartridgesdmynbining the only two
significant domestic suppliers of building cartrédg

65. The ACCC has also considered whether the propaspdsation would remove
Viscount as a potential future supplier of gream#riciges. Based on market
inquiries and information received from Pact andcdéunt, the ACCC'’s
preliminary view is that this is unlikely. Furthehe ACCC understands that
grease cartridges are not a technically complegdymito manufacture, and that
Viscount may not be any more likely an entrant grease cartridges than some
current manufacturers of other injection mouldeadpicts.

Barriers to entry

66. The ACCC is assessing the likelihood that a newaenivould commence
manufacture and supply of building cartridges irsthalia in the event that the
merged firm sought to increase prices or reducgceand innovation, and the
potential for customer sponsorship of such newyentr
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67.

68.

69.

The most recent entry into building cartridges Wessponsored entry of Baroda
(at the time independent of Pact) in 2007. The AG@@erstands that Baroda’s
entry may have resulted in lower prices for som&amers of building
cartridges, but may not have resulted in materiallyer prices for all customers.

The ACCC understands that the sunk capital costscaged with plastic
cartridge manufacture may not be substantial. Hewetie ACCC’s preliminary
view is that the limited number of building carg@lcustomers means that as a
practical matter, new entry is only likely to oceunere that entry is sponsored.
The ACCC understands that customers may also a&cqthier plastic or
packaging products from their building cartridg@liers. The ACCC considers
that these pre-existing broader relationships betveeistomers and suppliers
may:

* lessen the likelihood of customers sponsoring entrgspect of a single
product — building cartridges - due to the pos#ipbdf losing discounts or
transactional efficiencies associated with purafgsi range of products from
a single supplier; and

* to the extent that a potential new entrant doedretady produce related
packaging products, increase the range of prodhatsa potential new
supplier would need to enter in order to effecivampete in building
cartridges.

The ACCC further understands that, notwithstandleglower prices that
resulted from Baroda’s entry, quality control isstieat affected Baroda shortly
after its entry may mean that market participanasiial be presently less willing
to sponsor new entry than they were in 2007. Howekie ACCC also
understands that amended building cartridge spatidins introduced since 2007
may mean that the issues that affected Baroda wirildss likely to affect a new
entrant today.

The ACCC invites comments from interested parties on the likelihood of entry
into the supply of building cartridges and the likely price effect of new entry

The ACCC seeks further detailed information onlikelihood of other parties,
with or without previous experience in injection uhding, commencing supply of
building cartridges. In particular the ACCC is irgsted in:

the effect of Baroda’s entry in 2007 on the pripa&l for building cartridges at
the time by both customers who sponsored Baroddiy,eand by other
building cartridge customers;

whether any other companies have expressed agvigs to supply, or an
interest in supplying, building cartridges;

the likelihood of a potential new entrant beingeaféd by quality control issues
of the kind that affected Baroda upon its entry ibtiilding cartridges; and
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» whether building cartridge customers also acquir@nge of other plastic or
packaging products from their plastic cartridge@igpos, and if so, the
likelihood of customers sponsoring the entry okavrsupplier for just one
product — building cartridges.

Imports

70. The ACCC’s market inquiries to date have identifiedts on the viability of
importing unfilled plastic cartridges similar tooe outlined above in respect of
plastic pails, namely: security of supply, warehongsosts, and perceived
guality issues (in the case of building cartridties also includes the quality of
decoration available on imported cartridges). TIRCA& understands that despite
these limitations, some building cartridge custav@mnchmark domestic prices
to import prices for unfilled cartridges. The AC@0nterested in receiving
further information about the ability and incentiviecustomers to source unfilled
plastic cartridges from overseas.

71. The ACCC also understands that some building daetrcustomers import pre-
filled cartridges for some or all of their proddicies. The ACCC is interested in
whether a significant proportion of building cadge customers would have the
ability and incentive to substitute to importingnaterial proportion of their
product lines as pre-filled building cartridgeg@sponse to a small but
significant increase in the price of domesticallgmafactured unfilled building
cartridges.

72. The ACCC recognises that customers that acquireedtically manufactured
building cartridges may compete in downstream ntaragainst parties that
import pre-filled building cartridges, and thatthenay be a degree of indirect
downstream constraint to the merged firm from jiteef building cartridges.
Consistent with the discussion of imported presfliplastic pails given above,
the ACCC'’s preliminary view is that imports of piked building cartridges
would not provide a strong constraint to the mery®al.

73. The ACCC is seeking further information and comnnthe competitive
constraint imposed by imports of building cartridge domestic supply.

The ACCC invites comments from interested parties on the competitive constraint
provided by imports of building cartridges

The ACCC seeks examples or estimates of:

» the landed cost of importing unfilled building cadges; and

» other costs associated with importing or storinganted cartridges.
The ACCC seeks further detailed information on:

* whether imported building cartridges have signifitalonger lead times than
domestically manufactured cartridges, and if se,itmpact of longer lead time
on a customer’s production or storage processelss; an
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* whether there are quality issues associated wigoited building cartridges,
including recent examples of quality concerns witported cartridges, or the
basis upon which quality concerns are held; and

» the extent to which customers seek quotes from itapoof unfilled and / or
pre-filled building cartridges, and benchmark dotiegsrices against those
guotes, as part of their procurement process.

Market for the manufacture and supply of PET bottlesin Western Australia

74. The ACCC understands that Pact, Viscount and Misyttee only suppliers of
PET bottles to third-party Western Australian custos. Pact’s involvement in
this market is currently minimal, arising from slyppy Pact of small volumes to
limited customers from its interstate manufactupgrations. Visy and
Viscount both manufacture PET bottles in Westerstralia. The ACCC
understands that while Visy is of a significantlyder scale than Viscount, Visy
and Viscount compete for Western Australian PETarusrs with annual
requirements of less than 15 million units per anrfapproximately). The ACCC
has therefore focussed its review on customersigftize.

75. The ACCC queries whether the proposed acquisitionlavrepresent a bare
transfer of market share from Viscount to PacthemACCC'’s view, Pact may
not provide effective independent competition teywas a result of the current
and historical relationships, including financiadacorporate links between Pact,
Visy and their respective principals. Accordinglye ACCC is concerned that
the proposed acquisition may remove or mute theéadend potential
competition that currently exists between two inetegent suppliers of PET
bottles in WA.

Barriers to entry

76. The ACCC is assessing the likelihood of new entty the manufacture and
supply of PET bottles in WA in the event that Paad Visy sought to increase
prices to WA customers, having regard to the conarakincentive for entry and
the barriers to such entry. Particular parties ¢pemnsidered as possible entrants
are parties who currently manufacture PET bottlgside of Western Australia,
and manufacturers of other bottle types (such aBBE)Qvith existing production
facilities in Western Australia.

77. Coca-Cola Amatil has made public statements thaaris to move to 100% self
sufficiency in PET bottle manufacture in Austradiya2015. The ACCC'’s
preliminary view is that the significant excess mifacturing capacity of
incumbent suppliers (especially after Coca-Cola #fdimzoves to in-house PET
bottle supply) may represent a strategic barriemtoy to the WA market.

The ACCC invites comments from interested parties on the likelihood of new
entry into PET supply in Western Australia.

The ACCC seeks further information on:
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the costs and incentives of new suppliers entehiagNVestern Australia marke
to supply customers of less than approximately llkom units per annum; and

the likely impact of CCA’s planned move towardshiobse production (and th
excess capacity that the move may create for ineatrguppliers) on those
incentives.

[}

Countervailing power

78.

79.

80.

As noted above in respect of Coca-Cola Amatil ARECC recognises that there
are examples of companies that either currentlyutaature, or have current
plans to manufacture, PET bottles in-house in Wesgiestralia.

The ACCC is investigating the incentives of currédfdstern Australian PET
customers to switch to in-house manufacture inaese to a small but significant
increase in the price of PET bottles. The ACCC’skatinquiries suggest that
PET bottle customers in WA over whom Viscount ansi\compete currently
have little interest in the capital investment aeselopment of expertise in non-
core manufacturing operations associated with inskananufacture of PET
bottles.

However, the ACCC notes that there are multiplesypf PET production
processes, and that customers may be able to egynall scale single stage
machines for relatively low capital expenditurethis context the ACCC is
considering whether the incentives of customers purghase fewer than 4
million units per annum to commence in-house mastufa of PET bottles are
different to the incentives of customers who pusehlaetween 4 million and 15
million units per annum. The ACCC understands thiatomers who acquire less
than 15 million units per annum acquire approxinyai&% of total Western
Australian PET bottle production, but constitute thajority of Western
Australian PET bottle customers by number.

The ACCC invites comments from interested parties on the likelihood of PET
customers moving their manufacturing in-house

In particular, the ACCC is seeking information tilg to:

the current per unit cost of a PET bottle for Westsustralian customers;

the likely per unit cost associated with small eaathouse PET bottle
manufacture;

capital costs associated with purchasing singlgesRET manufacturing
equipment (including machinery cost and any otlneillary setup costs); and

any additional ongoing costs associated with insedRET manufacture, such
as additional labour to supervise the producti@ctess.
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Issues unlikely to pose concerns

National market(s) for supply of materials handling products

81.

82.

83.

The ACCC has examined the potential for competitioncerns to arise in
relation to the national market(s) for the supdlynaterials handling products.

The ACCC understands that the extent of product@yend aggregation in
materials handling products is very limited and tha merged firm would be
constrained by other competitors. Market inquiteegate have not revealed
concerns about the impact of the proposed acaunsiti this sector.

While the ACCC'’s preliminary view is that the prgeal acquisition is unlikely
to raise significant competition concerns in thekets) for the supply of
materials handling products, the ACCC welcomes centeregarding its
preliminary findings in this sector.

ACCC's future steps

84.

85.

86.

87.

The ACCC will finalise its view on this matter aftie considers market responses
invited by this Statement of Issues.

The ACCC now seeks submissions from market pasitgpon each of the issues
identified in this Statement of Issues and on ahgwissue that may be relevant
to the ACCC's assessment of this matter.

Submissions are to be received by the ACCC no tagerl5 December 2011
The ACCC will consider the submissions receivednftbe market and the
merger parties in light of the issues identifiedwadand will, in conjunction with
information and submissions already provided bypdwies, come to a final
view.

The ACCC intends to publicly announce its finalwiey 19 January 2012
However the anticipated timeline may change in Vit theMerger Review
Process Guidelines. A Public Competition Assessment for the purpdse o
explaining the ACCC's final view may be publishetldwing the ACCC's public
announcement.
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