
How Botten built an energy empire 

By any measure, Peter Botten’s
quarter-century reign leading Oil
Search ranks as one of corporate
Australia’s success stories.

The Papua New Guinea fo-
cused gas producer has grown
from a $250m minnow in 1994
with just seven staff and sustained
by a single oil project to a $12bn
powerhouse today.

Much of that value came via
an audacious bet: tapping the im-
poverished Pacific nation’s en-
ergy rich but remote gas fields,
piping the product to the Port
Moresby shore where massive
tankers await to export the fuel as

LNG to some of Asia’s biggest
utilities.

Then there’s Botten himself.
The average Australian boss

lasts just short of five years in the
top job, with a decade considered

a long stint, often reflecting the
value of that leader to their organ-
isation. 

But for many shareholders,
Botten and Oil Search are all
they’ve known.

“It’s incredibly rare to have a
run like this and to play a part in
building something greater than
most of us could have imagined,”
the British-born petroleum in-
dustry veteran told The Weekend
Australian.

“Being on the ground in PNG
and delivering on our promises
has been hugely fulfilling.”

Oil Search owns 29 per cent of
the PNG LNG plant operated by
ExxonMobil, which produces
nearly 9 million tonnes a year of
gas for export, with plans to dou-
ble that amount through an ex-

pansion currently the subject of
tense negotiations with the PNG
government. 

Some investors had ques-
tioned the drawn-out timeline for
Botten’s departure after he indi-
cated a preference to remain boss
through to the sign-off sometime
this year of the $16bn investment.
An added complication was Oil
Search’s unexpected jump into
Alaska in a bid to diversify reve-
nues and deliver different faster
returns to shareholders. 

“There was a feeling for a while
there the Oil Search board were
waiting for Peter to lay down a
timeline and leave when it suited
him,” a top 10 investor said.

“But after it became clear it
wouldn’t necessarily be smooth

Continued on Page 19
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Analysts say Oil Search boss Peter Botten ‘is a legend of the industry’

Source: Bloomberg
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It is the secret speakeasy bar hid-
den in an old ticket office next to
Rod Laver Arena which encap-
sulates just how tennis has be-
come a sports business
behemoth.

The bar, where a select group
of 20 invite-only VIPs, sponsors
and corporate heavyweights
drink until midnight each even-
ing during the Australian Open
in Melbourne, has dedicated bar
staff serving cocktails in a dimly
lit space fitted out to look like an
illicit Prohibition-era establish-
ment.

Similarly, there is a new jazz
bar fitted out at the top of the
Tennis Australia headquarters
for the two-week event. Invitees
access drinking and eating facili-
ties run by a rotating cast of Mel-
bourne’s most famous inner-city
bars nightly, in what is office
space the rest of the year.

It is all part of a strategy by
Tennis Australia designed to
make the Open look and feel like
an event for corporate guests and
general attendees like no other
sport or event in this country.

Take the Founders Club. Bill-
ionaires like John Gandel — a
big tennis fan who attends most
sessions —– and Gina Rinehart
are among only 70 members of
the most select “club” at this
year’s Open. For about $70,000
each over three years — which
means Tennis Australia makes
almost $5m revenue from the
venture — members are wined,
dined and pampered in a unique
offering.

“There’s a full concierge ser-
vice. (If they say) I’d like a heli-
copter or a riverboat back to
Crown Casino, or a babysitter,
that is what we do,” says Tennis
Australia’s chief revenue and ex-
perience officer, Richard Heasel-
grave.

Courtside seats on Rod Laver
Arena are complemented by be-
spoke dining and hospitality fa-
cilities on a specially fitted out
top floor of the Tennis Australia
HQ.

The Founders Club is part of a
range of corporate facilities,
unique sponsorship deals and re-
tail outlets and signage which
have changed the face of Mel-
bourne Park in the past three
years — and reaped Tennis Aus-
tralia hundreds of millions in ad-
ditional revenue in the process.

The Open has gone from a
Continued on Page 19
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Coonan takes charge in Crown shake-up as Alexander throws in his hand 

Crown Resorts executive chair-
man John Alexander will step
back from running the casino
business, and will be replaced by
Helen Coonan as chair and Ken
Barton as chief executive in a
move the company said happened
without the direct approval of
major shareholder James Packer.

The changes come as an in-
quiry gets under way in Sydney

looking at whether a planned buy-
out of a portion of a majority stake
in Crown by Lawrence Ho’s Melco
from Mr Packer raises probity is-
sues. 

The succession changes, out-
lined late on Friday after an hour-
long Crown board meeting in
Melbourne, will see Mr Alexan-
der, who has been called as a wit-
ness to the Sydney inquiry, remain
on Crown’s board as an executive
director for 12 months on a $3.54m
salary.

Ms Coonan, a former federal
communications minister, said
the move had been in the works

for about 12 months but the Crown
board delayed its finalisation as it
had been dealing with several in-
quiries, an aborted potential take-
over by Wynn Resorts and
Melco’s proposed buyout of half of
Mr Packer’s Crown stake.

“This is a very clear example of
the independent directors really
stepping forward and taking a
leadership role at the company,”
Ms Coonan said, while stressing
the rationale for the move was
shareholder concerns about the

Crown board and executive struc-
ture, including calls to split the
chair and CEO roles.

“We don’t have a tin ear and we
have been accused of staunchly
defending something that we
should otherwise direct our atten-
tion to.

“John had done a pretty good
job of stabilising the company
after the detention of our employ-
ees in China (in 2016). JA led the
process and he has very active in
encouraging the board in looking

at how we would make our
governance more aligned with
modern practice.”

When asked whether Mr Pack-
er, the billionaire and biggest
shareholder in Crown who is a for-
mer executive chairman and di-
rector of the company, had any
influence over her or Mr Barton’s
appointment, Ms Coonan said:
“He certainly has not been in-
volved in the process.”

But Mr Packer endorsed the
move, saying that “these initia-

tives have my full support” and
that the “new governance struc-
ture announced ... was driven by
the Crown board, responding to
evolving shareholder and market
expectations.”

He said he was “grateful” to Mr
Alexander, who has had a long-
term relationship with the Packer
family, for his work as Crown
executive chair over the past three
years and also paid tribute to Ms
Coonan and new deputy chair

Continued on Page 16
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SMALL FIRMS TOLD TO PAY UP FOR EARLY PAYMENT

ACCC probes 
Rio Tinto’s 
supplier rort 
Rio Tinto is pushing its 10,000
Australian suppliers to discount
their bills if they want to be paid
on time, delivering hundreds of
millions of dollars to the cashed-
up mining giant but sparking an
outcry from small businesses and
an investigation from the compet-
ition watchdog.

Rio’s so-called “dynamic dis-
counting” scheme targets small
and medium-sized suppliers, ac-
cording to company documents,
offering to pay invoices before the
due date in exchange for a dis-
count of up to 2 per cent from its
total — putting their margins
under renewed pressure while de-
livering big savings to Rio’s Aus-
tralian operations.

Small suppliers say Rio is “agg-
ressively” pushing a payment
platform provided by San Fran-
cisco-based financial services
company Taulia to businesses
that have little choice but to take
the discount to protect their own
cash flow. Rio introduced the plat-
form after shifting the payment
centre for all its global suppliers to
India, creating a bottleneck for in-
voices and triggering a wave of
complaints.

The move has angered suppli-
ers, who are facing increasingly
tighter margins, with some label-
ling the scheme nasty, cheeky and
not fair. 

One medium-sized business,
which relies on Rio work to stay
afloat, estimated it would cost

more than $20,000 a month if it
wanted all of its bills paid on time.
Another supplier told The Week-
end Australian they waited al-
most five months to receive
payment — and it only came after
multiple calls to Rio’s India office
— before they received an email
from Rio urging them to use the
Taulia platform and take a finan-
cial hit if they wanted to be paid
more quickly.

Australian Competition &
Consumer Commission chair-
man Rod Sims has launched an
investigation into Rio and its pay-
ments program, focusing on
whether it equates to unfair con-
tract terms or unconscionable
conduct under Australian con-
sumer law.

“Payment terms of say four or
five months are outrageous and it
doesn’t make them any better that
you pay a discount to get your
money earlier,” Mr Sims told The
Weekend Australian.

“You just shouldn’t have a
term of that length in the first
place. This whole system looks
like it’s a large player in a very

dominant position taking advan-
tage of that position to the disad-
vantage of small players. We are
certainly going to investigate it.”

A Rio spokesman said the
company paid all its “eligible
small business suppliers within 30
days of receipt of invoice”, in line
with Rio’s commitments to the
voluntary Australian Supplier
Payment Code. 

“To assist our suppliers to
manage their cash flow we intro-
duced additional measures. In
2019 we introduced a portal so
suppliers can view invoices and
run remittance reports, tracking
when their cash will be received.
This is a free and voluntary service
for any supplier,” the spokesman
said.

“Via this portal, suppliers can
voluntarily elect a financing op-
tion to accelerate payments and
receive their cash faster than the
agreed 30 days. This is at the full
discretion of the supplier.”

If all of its Australian suppliers
signed up to the new program,
which cuts the amount owed on
invoices by up to 2 per cent, this
would equate to a windfall of up to
$200m a year for Rio.

Timely payment is a critical
issue for small businesses, which
cannot dictate terms to their own
suppliers and staff, and are often
required to pay their own bills on
shorter terms than major com-
panies — and must make those
payments whether the big com-
panies they work for pay on time
or not.

The Australian Securities &
Continued on Page 18
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Rio Tinto net profit

Source: Bloomberg
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La Trobe Financial Asset Management Limited ACN 007 332 363 Australian Financial Services Licence 222213 Australian Credit Licence 222213 is the issuer and manager of the La Trobe Australian Credit Fund ARSN 088 178 321. It is important for you to consider the Product Disclosure 
Statement for the Credit Fund in deciding whether to invest, or to continue to invest, in the Credit Fund. You can read the PDS on our website or ask for a copy by telephoning us. 

*Returns on our investments are variable and paid monthly. Past performance is not a reliable indicator of future performance. The rates of return from the Credit Fund are not guaranteed and are determined by the future revenue of the Credit Fund and may be lower than expected. 
Investors risk losing some or all of their principal investment. An investment in the Credit Fund is not a bank deposit. Withdrawal rights are subject to liquidity and may be delayed or suspended. Visit our website for further information.

# While we have 12 months under the Credit Fund’s Constitution within which to honour your redemption request if there is insu!cient liquidity in this Account at the time of your request, we will make every endeavour to honour your redemption request from your Classic 48 hour 
Account within 2 business days, and your 90 Day Notice Account within 90 days. At the time of this document, there has never been a case in the history of the Fund when we have not honoured a redemption request on time due to a lack of liquidity.

^ La Trobe Financial’s 12 Month Term Account was judged the Best Credit Fund - Mortgages for 2020 by Money magazine.

Make your money 
work harder
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Rio Tinto plotted a strategy of “in-
creasing pressure, aggression and
risk” to win quick control of urani-
um miner ERA, partly because it
would get tax breaks from the
transaction, according to the
Takeovers Panel. 

The Takeovers Panel ruled last
year that ERA’s $476m equity rais-
ing, to fund its rehabilitation liabil-
ities at the Ranger uranium mine,
was made in “unacceptable cir-
cumstances” — but allowed the
Rio-backed raising to go ahead for
fear the uranium miner would go
bust if it was blocked.

The panel published its deci-
sion reasons in the matter on Fri-
day, revealing that dissident share-
holder Richard Magides was
blocked from making an alterna-
tive offer to fund the rehabilitation
because Rio, in part, wanted full
control of ERA so it could use the
company’s tax losses to offset prof-
its across its other Australian oper-
ations. Codenamed “Project Emu”
by Rio, the plan is now likely to re-
sult in minority shareholders
being bought out for 15c a share —
the same price as the rights issue
that will put Rio in a position to
seize full control of ERA.

Mr Magides’ Zentree Invest-
ments has long argued that Ran-
ger’s life should be extended, or its
Jabiluka growth project built, to
take advantage of an expected re-
turn to strength of global uranium
markets in the 2020s — despite

The last time Rio Tinto tried to use
payment terms to put the squeeze
on its suppliers, the global mining
giant walked into a storm of politi-
cal and community outrage. 

In 2016, as commodity prices
tumbled, outgoing chief executive
Sam Walsh joined BHP in pushing
out payment terms to tens of thou-
sands of suppliers, doubling their
payment wait to 90 days from the
end of the month the invoice was
submitted, and pushing the time
frame for payment out to as much
as four months.

The move was part of Mr
Walsh’s ongoing campaign to im-
prove Rio’s working capital pos-
ition, and came after he stripped
billions from the miner’s costs, cut-
ting jobs and pressuring contrac-
tors to cut their own costs and
profit margins.

But the shift in payment terms
was a step too far, effectively using
Rio’s suppliers as a bank to im-
prove its own balance sheet and
preserve its credit rating. 

It caused an enormous back-
lash from smaller suppliers who,
despite being exempted from the
longest payment terms, were still
struggling with their own prob-
lems as they lost business as the
mining boom ended.

“This is a world first for the
mining industry and is all part of
Rio Tinto’s relentless pursuit of
productivity gains across our busi-
nesses,” Rio group executive tech-
nology and innovation Greg
Lilleyman said at the time.

“The centre will help us predict
the future through the use of ad-
vanced data analytic techniques to
pinpoint with incredible accuracy
the operating performance of our
equipment. Our aim is to run more
efficient, smarter and safer mining
operations and provide greater
shareholder returns.”

That relentless pursuit of pro-
ductivity gains also meant every
invoice — from Port Hedland to
200km south of the Arctic Circle
in Diavik, Canada — would go
through Pune, blowing out pay-
ment times and triggering a wave

ERA bid hinged 
on ‘tax breaks’

longstanding opposition from tra-
ditional owners of the land under
which it sits.

The panel’s decision reasons
reveal Mr Magides signed a confi-
dentiality agreement with ERA to
explore options to fund Ranger’s
rehabilitation in May last year that
would potentially allow ERA to
build its undeveloped projects in
the future.

But ERA was already deeply
locked into discussions with Rio
over a funding package and the
panel’s deliberations suggest Zen-
tree was effectively excluded from
participating in that process.

Options put to Rio by its cor-
porate advisers included buying
Ranger from ERA, paying a take-
over premium to acquire the 31 per
cent of ERA shares it did not al-
ready hold, lending ERA the
money to complete the rehabili-
tation, or backing a rights issue
likely to dilute minority share-
holdings to below 10 per cent and
then acquiring their holdings
under Corporations Act pro-
visions. Rio settled on the rights
issue as the best option after being
told it would be a “less expensive
option than a minority take-out at
market pricing”, and after receiv-
ing advice that the estimated re-
habilitation costs would be fully
tax deductible if Rio won complete
control of ERA.

“The purchase by Rio Tinto of
ERA or the Ranger mine would
bring it into Rio Tinto’s Australian
consolidated tax group and would
permit future expenditure on re-

habilitation to offset taxable prof-
its generated from the con-
solidated tax group,” said a report
to Rio’s investment committee,
quoted in the panel’s reasons for
decision.

According to internal calcula-
tions put to Rio’s board, pricing a
rights offer at a point where min-
ority shareholders were unlikely
to take up their entitlements —
allowing Rio hit 90 per cent con-
trol and buy them out on a com-
pulsory basis — would save the
company up to $210m.

“Underwriting a $500m enti-
tlement offer where 20 per cent of
shareholders participate would
cost Rio Tinto $400m, but under-
writing a $500m entitlement offer
where Rio Tinto exceeds 90 per
cent and proceeds to compulsory
acquisition would cost Rio Tinto
$289m (given the deductibility of
rehabilitation expenditure),” the
Takeovers Panel said.

Rio denied offering the rights
issue as the only way it would fund
ERA’s rehabilitation costs at Ran-
ger because it wanted to win full
control of the company, saying its
offer was purely about the best way
to fund the clean-up and “there is
no hidden agenda or secret con-
spiracy to be uncovered or
inferred”.

But the Takeovers Panel said it
was “prepared to infer from the
materials as a whole that Rio Tinto
sought to consolidate control and
acquire ERA”.

Rio has been approached for
comment.

NICK EVANS

Rio Tinto’s chequered history of bleeding suppliers
Rio was forced to overturn that

policy after mass supplier outcry
and heavy political pressure, in-
cluding from then prime minister
Malcolm Turnbull and the WA
government.

WA premier Colin Barnett
threatened to legislate minimum
50-day payment terms in the min-
ing industry if Rio did not come to
heel, and Mr Turnbull offered to
raise the issue directly with Rio
after being bailed up by small busi-
nesses on a tour of the Pilbara.

The anger eventually led di-
rectly to a WA Nationals push to
slap BHP and Rio with a $5 a tonne
levy on ore moved down their own
rail lines.

Rio was forced into a humiliat-
ing backdown within a month of
announcing the move, readjusting
its terms on the eve of the com-
pany’s London annual share-
holders meeting at which Mr
Walsh was expected to be con-
fronted by a delegation of angry
suppliers and contractors.

And suppliers were already fac-
ing delays in payment after Rio
shifted its global payments centre
to Pune, India, which is also home
to the company’s Analytics Excel-
lence Centre.

Launched in March, 2015, the
analytics centre was a place where
Rio would mine big data in an ef-
fort to bolster productivity across
its entire global operations.

of complaints from suppliers. One
supplier told The Weekend Aus-
tralian they had waited up to five
months to be paid after Rio had
shifted its global payments centre
to India.

“Once everything started going
through Pune, it became agony,”
the supplier said. “I used to get paid
in three to four weeks (after sub-
mitting an invoice). Then it be-
came months and months.”

Then a couple of months ago
the supplier, like thousands of oth-
ers, received an email from Rio, of-
fering a solution of sorts. Rio
hatched another plan to bolster its
balance sheet at the expense of
suppliers — this time partnering
with San Francisco-based finan-
cial technology company, Taulia. 

Taulia specialises in supplier fi-
nance, offering what it describes as
two “solutions” for its clients —
supply chain financing and an-
other service called dynamic dis-
counting. Rio opted for the latter,
which sees it paying suppliers be-
fore the due date on their invoices,
provided they take a financial hit
of up to 2 per cent. 

If all Rio’s Australian suppliers
signed up to the program it would
deliver Rio a windfall of up to
$200m a year — then there is the
interest which comes, “as Taulia’s
clients liberate working capital
from your global supply chain”. 

“By investing your cash to cap-

ture discounts, you can earn risk-
free returns that are much higher
than traditional investments,”
Taulia says on its website.

“Our customers achieve dou-
ble-digit returns and there is no
risk as you’re committed to pay at
invoice maturity anyway.”

Such discounting was raised
briefly at a parliamentary inquiry
in 2018. Industry group Resource
Industry Network (RIN), told the
committee its members had mixed
feelings towards dynamic dis-
counting, with some highly critical
of the practice.

“Financing packages that take
2 per cent off the invoice total are
paid in 30 days. Some overseas
companies are bidding for projects
on that basis, which slashes mar-
gins — very nasty,” one RIN mem-
ber said.

RIN suggested government
legislate 30-day payment terms as
a minimum requirement of doing
business in Australia “in light of
the ongoing cost to the regional
economy in terms of lost jobs and
investment” that stem from longer
payment terms.

A Rio Tinto spokesman main-
tained it paid “all eligible small
business suppliers within 30 days
of receipt of invoice”, which he said
was in line with the company’s
commitments under the voluntary
Australian Supplier Payment
Code.

JARED LYNCH 
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Investment Commission’s latest
figures on business failures show
cash flow problems are responsi-
ble for about half of company
collapses, with the figure on the
rise over the last three years.

Many small suppliers say
they must take the discount if
they want to get cash through
the door to pay their own bills. 

Rio purchased $6.8bn on
goods and services from more
than 2500 suppliers in Western
Australia, and another $3.2bn
from another 2500 suppliers in
Queensland, according to a
company statement to a parlia-
mentary inquiry in 2018. 

During a presentation in May
last year, Rio’s vendor relation-
ships manager, Dirk Fourie, and
short-term liquidity risk man-
ager, New Zi Xuan, said the com-
pany’s dynamic discounting
program specifically targeted its
small and medium-sized suppli-
ers. Under a headline stating
‘Why dynamic discounting?’ the
pair wrote it was a “competitive
financing option to suppliers,
particularly smaller to medium-
sized firms or those unable to ac-
cess supply chain financing’.

Mr Fourie and Mr Zi Xuan
said the economic benefits to Rio
were an “alternative investment
option for group surplus cash at
low risk” and “reduces cost of
unit purchase”.

But the US-based Taulia of-
fers its clients much more. Taulia
touts the benefits of machine
learning and artificial intelli-
gence to model the discounts a
supplier may be prepared to ac-
cept. This includes an analysis of
the supplier’s own borrowing
costs to work out what discount
they might be prepared to wear
in order to access early cash.

Taulia boasts its dynamic dis-
counting service delivers a risk-
free, high return for its clients.
“By investing your cash to cap-
ture discounts, you can earn risk-
free returns that are much higher
than traditional investments.
Our customers achieve double-
digit returns and there is no risk
as you’re committed to pay at in-
voice maturity anyway,” the
company states on its website.

Taulia added that a survey
from all its clients found that 39
per cent of their suppliers were
paid late, creating fertile ground
to cut invoices in exchange for
early payment.

“This underlines the con-
siderable opportunity for early

Continued from Page 23

payment programs to provide sup-
pliers with much-needed working
capital support, while tackling the
issue of late payments,” said Taul-
ia’s vice-president of customer
success, Bob Glotfelty.

Like other major mining com-
panies, Rio began trying to cut
supplier costs as the mining boom

ended in the early part of the last
decade, slashing its own workforce
and pushing contractors to cut
costs and waste at the same time.

Rio has cut the cost of produc-
ing a tonne of Pilbara iron ore from
about $US24 a tonne in 2012 to
$US13.30 in 2018, trying to stay
ahead of the falling price to pre-
serve its profit margin, with cuts to
supplier payments helping drive
cost reductions.

But last year’s surging iron ore
price has exacerbated supplier
anger about Rio’s squeeze. Despite
operation problems at its Pilbara
mines that drove up costs and re-
duced shipments, consensus ana-
lyst estimates indicate Rio will
book underlying after-tax earn-
ings of about $US9.7bn ($14.16bn)
from its iron ore division at its Feb-
ruary annual financial results.

The Rio revelations come only
a week after the WA state govern-
ment banned departments and
trading enterprises from using a
similar scheme, after complaints
that the state government-owned
Water Corporation was urging
contractors to take a financial hit if
they wanted bills paid within 28
days. WA Treasurer Ben Wyatt
said on Wednesday that suppliers
should expect to be paid in a timely
manner if they had done the work.

“Governments should lead by
example and if suppliers do the
work, they should expect to be
paid in a timely manner,” he said.

“The issues raised last week by
Water Corporation suppliers were
rightly deemed unacceptable by
the Premier. As the Premier made
clear last week, we don’t believe
this is acceptable and have moved

swiftly to ensure suppliers are paid
within 30 days or sooner when
possible.”

The federal government has
also been progressively lowering
its payment terms to Australian
businesses that provide its servi-
ces, most recently cutting to five-
day terms on small business
invoices billed through its own
electronic payment system.

Amid wider concerns about the
fast growth of other forms of sup-
ply chain financial engineering,
federal small business ombuds-
man Kate Carnell is undertaking
an inquiry into claims companies
have been pressing suppliers to use
external financiers to manipulate
their working capital positions.

Do you know more? 
lynchj@theaustralian.com.au

ACCC probes miner’s supplier invoice rort

BLOOMBERG

Rio Tinto stands to gain up to $200m a year from its controversial payment scheme

‘Governments 
should lead by 
example and if 
suppliers do the 
work, they should
expect to be paid 
in a timely 
manner’
BEN WYATT 
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The Australian education sector leads the  
way in workplace gender equity and 
participant performance. 
 
This report provides a targeted advertising 
environment for schools and universities to 
promote their credentials to our weekend 
audience of 491,000 influential readers.

Advertising Inquiries 
Greg Wilson 
T: 02 9288 2903 
E: agency@theaustralian.com.au 
 
Jon Fox 
T: 02 9288 3690 
E: jon.fox@news.com.au 

BEDDISON
Anthony John AC

A funeral service for 
Mr Anthony John Beddison AC
will be held at St John´s Anglican 

Church, Clendon Road, Toorak on 
Tuesday 4th February 2020 

commencing at 2:00pm.
Private Cremation.
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stable environment onsite and reduce environmental impacts downstream of the 

site within the east branch of the Finniss River. 
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