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on 9 December 20141, the Australian Custome aznd Border Protection Service
(Custorns 2nc Border Proiection) published a notice in The Ausiralian newspaper
inviting certain persons to apply to the Chief Executive Officer (CEN) of Custors and
Border Frotection for ths sontinuation of acti-durming neasures that apply te
sobwined chicride homopolymer resin (PVC) exporien ¢ Aaostraliz Fom Janan. Or

T Fsbiuars 2017 fustrelian ivgls Caporation Fry Les lustralizr Ve,

.....

manufacturar of =G in Ausiralia. lodged an applieation for she contnuation of the
anti-dumping measurss. The current anti-dumping measures on insorts from Japal

are due to sxpire on 21 October 2G12.

Following consideration
24 February 2012,
Australian on 24 February 2012.
No. 2012/09 urovides further

SV LSIG D S e

2.2

of the

The review

application

the

the

inguiry

inguiry was

and is

initiatea  on

Public notification of initiation of the inquiry vias made in The
Australian Custorns Dumping Notice (ACDNM,
details  of

available &t

On 2 February 2012, Chemiplas Australia Pty Lid (Chemiplas) lodged an application

for a review of the anti-dumping measures applying to PVC exported ta Australia
from Japan and the United States of America.

Following consideration of the

application

the

review was

initiated on

24 February 2012. ACDN No. 2012/08 provides further details of the review and is

available at ywww.customs.qov.au.

2.3

Existing measurss

Anti-dumping measures were imposed on PVC resin from Japan in October 1992
and have since been subject to continuation inquiries every five years. The cument
measures for Japan are due to expire on 21 October 2012.

Anti-dumping measures were imposed on PVC resin from the USA in January 1992
and have recently been continued for a further five years; International Trade
Remedies Report No 174 (REP 174) refers, and will apply to 23 January 2017 unless

revoked earlier.

Measures imposed before 1 January 1993 (‘'old measures’) are reviewed using the
provisions of section 269TAD of the Customs Act 71901 (the Act') which were
repealed in 1992 but remain in force under transitional arrangements.

1 A reference to a division, section or subsection in this report is a referance to a provision of the Act,

unless specified.
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Seciion 235720 06 dsd thet s wilnistar for Home Affsie s minisiar), if eslcnan
thal zny factor relgvznt i 13 sscerzinizm: 27 ncrmal eluss Mac zligrer, Mav ie-
ascerein romal valuszs, -
The non-injurious free on oard prices (iMIFOBs) may be veriad f.comding io
subsection 8(5) of the Custorns Tariff (Anti-Dumping Act) 1975, by virtue of section
33(3) of the Acfs Interpratation Act 1907 which provides that where an Act confers a
power to issus an instrumeni the power shall bs construed as induding & nower to
Jars e instrurssns,

There zrs o sgieleios dmsiranies for Tz wmnletlon of revizire weder saddicn
269TAD of the Act however the practics is i follow the sams manner and time frame
as reviews of the post 1 January 19¢3 measurss.

Division & of Pait XVB of the Act sets out. among other things, the proceciuras to be

followed by the CEQ in dealing with an application for the rsview of measures
impossd from i January 1993,

2.4 Furpose of vight
We explained to Australian Vinvis that the pumose of our visit was ta:

c discuss the company’s claims relating to the continuation of the anti-dumping
measures;

discuss the review process and application made by Chemiplas
discuss procedural matters reiating to the continuation inquiry and the review;

verify information provided in the application, including sales and cost
information;

collect and verify other information relevant to the inquiry;

discuss whether the expiration of the anti-dumping measures would tead (or
would be likely to lead) to a continuance of (or recurrence of) the material
injury that the anti-dumping measures were intended to prevent;

o give the company the opportunity to provide any further comments or raise
any further issues it believed relevant to the investigation; and
° discuss methods to establish an unsuppressed seiling price.

2.5 Contact details

Company: Australian Vinyls Corporation Pty Ltd

Address: 65 Leakes Road, LAVERTON NORTH VIC 3026

Telephone: 03 9368 6221

Fax: (3 9368 4881

Date of visit 22-23 March 2012

Australian Vinyls [ Peter Flinn, Sales and Marketing Manager

Carporation fan Owens, Commercial Manager

(Australian Vinyls) Adnan Fetai, Accountant

Consultant Mr John O'Connor

Customs and Border | John Bracic, Director, Operations 1

Protection Service Rod Jones, Manager, Operations 1
Rachel Lohan, Supervisor, Operations 1

7l
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2.6 Investigation process and timeframes I

We advised Australian Vinyls that the inquiry and review would follow the Sarfer———-—=-

timelines, but that separate statements of essential facts (SEFs) and final reports
would be issued. We outlined the processes and timeframes as follows:

¢ Initiation dates, 24 February 2012:

¢ Submissions, including exporter questionnaires, due by 4 April 2012;
* statements of essential facts (SEFs) due by 13 June 2012;

e submissions in response {o SEFs due by 3 July 2012;

¢ final reports to Minister due by 30 July 2012.

In regards to the continuation inquiry in accordance with section 269ZHF the CEO
must give a report to the Minister recommending that the Minister either:

a) takes steps to secure the continuation of the anti-dumping measures the
subject of the application or;

b) that the anti-dumping measure expire on the specified expiry date.

We also explained that the CEO must not recommend that the Minister take steps to
secure the continuation of the anti-dumping measures unless the CEO is satisfied
that the expiration of the measure would lead, or would be likely to lead, to a
continuation of, or a recurrence of, the anti-dumping measure is intended to prevent.

We advised Australian Vinyls that the review will examine only the NIFOB and
normal values, (the variable factors), and that export prices are not a variable factor
subject to a review under ‘old measures’. At the conclusion of the review the Minister
may set new variable factors or leave them unchanged. We also advised Australian
Vinyls that revocation of the measures will not be examined during this review.

Woe informed Australian Vinyls that we would compile a confidential report on the
visit, and provide the opportunity for Australian Vinyls to comment on the accuracy of
the report. Following approval of this report a non-confidential version would then be
prepared for the public record.

We also informed Australian Vinyls that alt information provided by Australian Vinyls
to Customs and Border Protection would be treated as confidential unless advised
otherwise.

We explained the operation of the public file system, and the opportunity for
Australian Vinyls and all interested parties to comment on reports and submissions
placed on the public record, in particular the statements of essential facts for the
continuation and review.
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Australizr Vinvls was sstablished in 1997 as a joint venture of the two FVC resin
manufacturing sperztions then existing in Australia; 1CI Vinyle (naw Orica Ausiralia
2ty Ltd) and Auseon Limitsd (now PolyCQnel.  Australian Vinyis became a wholly
owned sulzsiciary of 2VC Holdings Pty Ltd (AVC Holdings) in 2002, 2V Trading v
Lic (AW Trzaing) was slso iormed in 2002 @ irnot PVC,

SLdune Z004 2VC Heidings scquirsd 2 majonity interest of 955 2nd tnsn acquived
the remaining 35% interest In July 2008) in 2 company. idcdWeod Tachnologie: Fry

Lt {(viodWoaod). MedWood nianufaciures decking noard from recyreled milk bottles.

dodune 2005 Australian Vinyls managsment, Colonial First State nvestents Lid
and Colonial First State Private Capital Ltd formed a new company. Manacol Pty Lidg
(Manacol). Manacol then acquired 100% of the shares in AVC Holdings. in
Septembsr 2007, Mancol's shares 'were acquired 3y SSBP Ltd, wrich is 100%
owned by Wesfarmers Ltd.

The company group structure is illustrated in the following diagram.

S e Ty
1 Waelarmers 11d

e

CSEP LY

Manacol

AVC Hldings
AVC Traairg
|
Manufaciure ot Specialty cruducts Imported FVC Impons=a ¢austic
PvC sGda

Australian Vinyls has the following product streams:

{ ModW oca

AVC

[T
+ hianuracture of
modwood

o locally manufactured PVC; and

o specialty products (plasticisers, stabilisers and impact modifiers and
processing aids for extruders) for resale.

AVC Trading has the following product streams:

o imported PVC; and
0 imported caustic soda for resale by Australian Vinyls.
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Tee  SJELIUNENT mTERITRE -
Australizin Vinvls hags four businesses:

2 rseing (PVC);

o speciality procucts;

c caustic soda; and

: MW cod.

fustrelisn invds hee Teer sperating on & Ll o Juns finencisl csar i :cs s
sienge I sismerehip I 2000 It uses JT Edwards Ths tvonc Firarciel 2cfciars

+Ong World). an emterniise resource planning sysism, to rscord all produciion, sosts.
zales and accounting defa. It uses & stand azions susiemt ‘0 rs cori zyroll
information.

Australian Vinvie 2¢1ised it was unable to provide audited financial statements zs it
ceased proaucing sudited financial reporis in 2007 when it was a«,quuen bv SSBP.
However. we were able to varifv data o Manacol's consolidated ‘ncoms statemsent.
which identified income ana costs for each business. Australian Vinyls stated that
this data is reflected in ‘Wesfarmers audited financial statements.

Australian Vinyls uses standard costs which results in purchase price and efficiency
variances. [t accounts for variances monthly.
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The geods covered by the dumping duty rotices ara PVC.

PVC is a whita free flowing poveder that is useq in combination with sther chemicals
to preducs 2 variety of products. PVC is cold to 2 rangs ~f arccesscre whe sither
sdrune. injgct. ould or Slow mould the FVC to male & —ids variets of gonas. The
migjor sna-ues o PYO bessd nreducts g inthe BUilding 249 dtnstiaaizin sseio s (5.0
pipse and fittings, cablss, ncuse cladding, gutters, own tipes. floorng and window
frames). PVC hased products are also used in packaging. upholster anc domestic
appliancss.

The goods subject 0 ths anti-dumping iisasures do noi ‘nctuds £ /C compounds,
pastes or emulsion graass.

PVC is classified under sub-heading 3904.10.00. statistical code 8, in Schedule 3 to
the Customs Tariff Act 1995. The rate of duty from the USA is free under the

Australia-United States Free Trade Agreement. The rate of duty for PVC exported
from Japan is 5%.

4.2  Like goods

In previous investigations, inquiries and reviews in respect of PVC, Customs and
Border Protection determined that Australian Vinyls was the Australian industry
producing like goods. On the basis of information provided by Australian Vinyls
during this visit and previous visits, Customs and Border Protection considers
Australian Vinyls is a producer of like goods.

gy - i
REANLERE , '. 77
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20 sustaden wroclusticn

Australian Vinyls is the sole manufacturer of PVC in Australiz. lis production facilities
are in Laverton Morth, Victoria. The company manufactures PV2 and wood-plastic
compounds, as well as supplying 2 rangs of imporisd chericels induding caustic
soda. FVC proczesing zdditves. sirthetic rutbsts 2-¢ speaielit - zlestomers.

The B0 rresuszd b Lacivsliar s nefudes:
Sreds Teezlus 'asler Bad les '
| '
TR ‘BT .2 Rigic  fittings, oire!
albows, caps. ioins and .
Linner core foan, core !
|| pine. [
62R2 62 Rigid extruded profiles. |
’ Non-pressure pipe
: |
66R1 & 66R2 66 Rigid, pressure non- |
pressure pipe, conduit, |
profiles |
"67R1 & 67R2 67 Rigid, pressure  non- |
pressure pipe, conduit,
profiles
67F1 67 Flexible, electrical plugs,
footwear, auto trims,
flooring
71F1 71 Flexible, insulation
sheathing of cables, |
catering film. hose,
footwear I
J

All PVC produced by Australian Vinyis is sold under the brand name “Corvic’,
technical data sheets for the above are at nen-confidential aRzchment G-1.

8.2 PVYC production process

PVC is a white free flowing powder that is used in combination with other chemicals
to produce a variety of products.

The main input into the production of PVC is vinyl chloride monomer (VCM). VCM is
manufactured by combining ethylene and chlorine to form ethylene dichloride that is
cracked in a furnace. PVC is made in a batch process in which VCM droplets are
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TUERIZFELIFT

polynisriess, whils uependsd in rzier, W dis pressnes of 2 irilisicr srd oiner ; 5

zdditi 2z,

Australian “finyis edvised that its straiegy [ | linformation on Auvsializin
Vinyls™ prodiuction sirategy]

ot -y, e e Cpree e * e e . rrre .
g. apecil, smpleitisnt and annual tWinevel
~usirzlian invs sizted thai ite Lovericn etk clamt bas ths tznesits '« pracucs
approyitngtsl s 140,000 {ornse of 20 per anmum denending o7 ine e af FAT
SrEGES Trovured. Ths plent sew v 2lzame (el produes s adous e o

=MC.

Australian /inyls employs approximately [~ |psople, of which about || are
smploved 'n the production znd sale of PH/C,

Australian Vinvis arinual turnover is about million. of which about [ % ralates
0 produced PVC and about [ % to PV/C imported by Australian Vinvis Trading.

All of Australian Yinyts PYC is sold on the Australian demestic market, no B/ is
gxported.
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.4 Martat etruzturs

The Australian market for PVC is supplied througii local nroduction and imporis frorm
a number of sources.  Australian Vinyls imports PYC frorm Taiwan to suppiement
dorsstic production.

=VC s soid ic 2 rangs of processors who sither =grud s, injeot, mculd or How mouid
the PYC ¢ male = wids varisty of goeds, The msjer srd-vs: of AT Czsed
prodiicis is i the building and construction sector (such as pibes and fitt ngs, cables,
house cladding. guiters, downt pipes, flooting and window frames,. FVYC based
products are also used i water supply piping. packaging, upholstery and domestic
apnliances.

%)
K]

Marlet siz sn¢ demand

During the recent continuation inquiry into PVGC fram the USA (Rep i74), Custoims
and Border Protection estimated the size of the market at slightly aver
190,000 tonnes in the financial years 2009-10 and slightly below 190.000 tonnes in
2010-11. REP 174 showed the market peaking in 2007/08 at around 225.000 tonnes
hefore declining in suhsequent years.

In its application Australian Vinyls estimated the size of the market in the calendar
year 2011 at approximately 180,000 tonnes. Australian Vinyis estimated the current
market was at 190,000 to 200,000 tonnes per annum.

Australian Vinyts said that it relies on monthly forecasts from its larger customers to

estimate demand for the next three months, however these forecasts can be
unreliable.

Australian Vinyls said the market is weaker due to the effects of the global financial
crisis and the breaking of the drought and floods. During the drought there was
demand for large water projects requiring irrigation pipe, however the floods reduced
demand as there was no longer a need for those projects. In addition it aiso became
impossible to lay pipes in the flooded areas. The global financial crisis had an effect
due to the slowdown in the construction industry which uses PVC for pipes, cables
flooring, profiles, ducting, window profiles and siding. Technology improvements,
such as using thinner walled pipes, can also affect demand as less material is
required, however this may make PVC more competitive as it lessens the cost.

Australian Vinyls was also affected in the first half of 2008 by a prolonged plant

shutdown that meant its larger customers could not get PVC at a time when the
economy was still booming.

Customs and Border Protection estimated the size of the Australian market for the
calendar years 2007-2011 using information from its import database and information
supplied by Australian Vinyls. The market declined from 2007 to 2009 before
increasing to approximately 200,000 tonnes per annum in 2010 and 2011.
Movements in the size of the Australian market are illustrated in the following chart.
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3.5 Distrlisuticr: 2rrangemante

Australian Vinyls said that PVC is stored in bulk silos at its Laverion facilities and alsc
in (4] tonnes shipped by rail and stored at leased sites in different states. Ths PVC
can also be stored at its customers sites using the cusiomers silos and sold on a

consignment arrangement where the customer pays for the PVC it uses each month
from the amounts held on the site.

Australian Vinyls also advised that PVC may be delivered direct to customers as bulk
shipments using B-double trucks. Approximately [@li% of its sales are bulk sales

with other pack types being 25 kilogram bags comprising about [j]% of sales and
bulk bags of one tonne comprising about [§#% of sales.

The Australian Vinyls produced Corvic brand is sold to al! states, however when the
market is strong PVC imported by Australian Vinyls is sold primarily in Queensland
and Western Australia due to the high transport costs to sell Corvic there.

Australian Vinyls advised that its imported PVC is also stored on site around

Australia, however the Corvic product takes priority over the imported product for
sales.

6.4 Japarsse impots

In its application Australia Vinyls noted that it was only able to identify imports from

Japan in 2010 and 2011 due to restrictions on the country of origin being in force on
published data.

Australian Vinyls said during the visit that PVC production in Japan had been
affected in 2011 by the tsunami in March 2011 and the closure of a VCM plant in
October 2011 due to an accident. (TOSOH's three VCM lines were shutdown in
November 2011, with two scheduled to recommence production in May 2012).

73
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Australian Vinys providad mionthly saies of domestically produced PVC in its cost to
make and sell spreadsheet. It separately provided imonthly sales of imported PVC.
Prior fo the visit, Australian Yinyls provided & sales ledger rapori with 2 ling by line

alss listing for thes perics October 2010 to Decsmibar 2071,  fustralisn Vs
iEleined hat 1§ separatel ~sported szles of Iotall crizuced T 0C ‘earwar A0,
rairietisT BT wimanan £0).

T Fecarelisten

[

PVC. the imporis appendix and Apperdix A 4 for all seles for 2014, There was a
minor varizncs on sales revenue (-0.9%) for domestically nroduced PYC and minor
sariances on revenue (.4%) and volumes (0.5%) for imneoriet FYC etween the
appendices.

This reconciliation is at gonfidentigt stachmant sales 1
7.1.2 Fricing

We raconciled the sales data between the Appendiy & € for dorassticzit nraduced

Australian Vinyls explained that it negotiated prices with major customers monthiy
and formalised these prices in a price letter to the customer.

Australian Vinyls said that the pricing is based on [#il N

[commercially sensitive pricing details]. The port and unloading charges
in Australia and storage and distribution costs.

Australian __Vinyls advised that volumes had an effect on pricing

Qflcommercially sensitive pricing details]. PVC imported by Australian
Vinyls was sold at the same price to its customers as its produced PVC.

7.1.3 Robates znd discounts

Australian Vinyis said that rebates are offered to keep prices to individual customers
confidential, rebates QIN-[purpose).

Australian Vinyts | 2liiie commercially sensitive pricing details] were price
and volume rebates. Others included rebates for accuracy in forecasting PVC

requirements, market development and for PVC used in goods for export. The value
of rebates varied from customer to customer.

Australian Vinyls advised that rebates were recorded in the sales ledger in the same
month that the iOOdS subject to the rebate were sold. However, it explained that one

customer, also received additional rebates that were |23 388 [details
of additional rebates].
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Austrzlizn “finyls siated that its largest custornsrs wsrs [ | ane | Thess
customers havs several Incations around Ausiralia. Australizn Vinyls explained that
its price tc thase customers was the same regaidless of the location and zource of
the PVC, locally produced or imported. However Australian Vinyls said that it did
incur additional freight costs depending on whers the goods wsre deliversd. As a
resuli, Austrafian Vimde explained that it was most advantageous for it to sell
Jomestically produced FVZ e Liew South Wales, South fustraliz znc victoriz ena
impcitsa FVC 0 Western fustralia and Queenslana.  Rovevar, 2ustralizs Vinds
swleined that it was only ziie to g thie when ns made as i2ree sroush and i
could seil all of its production in the southern states.

Austrzlian vinvls stated that it processes arders in two waye:

< receives the order by phone which is entered dirsctlv intc One Word: and

< according to a monthly delivery schedule — one order ie raised for the month
and aelivered according to the delivery schedule.

Australian Vinyls stated that over [@% of its sales ars by consignment, the PVC is
stored in silos at the customer’s site and Australian Vinyls invoices the customer
according to the amount of PVC used each month. The sale of PVC is hooked as a

sale and invoiced to the customer when the PVC is used, not when the PVC is
delivered.

7.2 Verlfication of domestic sales

7.2.1  Verification to {inancial accounts (completeness)

As noted above, Australian Vinyl's accounts are not audited. However, we were able
to verify data to Manacol's, consolidated income statement.

7.2.2 Sales of domastically produced PVC

Australian Vinyls provided Manacol's consolidated income statements for the months
ended June 2011 and December 2011, the 12 months ended June 2011 and the six

months ended December 2011. These documents are at confidential attachment
gales 2.

Sales revenue and rebates are reported in Manacol as separate items, the A 4
appendices provided separate details on revenue and rebates whilst the A 6
appendix provides revenue net of rebates.

Whilst the revenues net of rebates reconciled to the A 6 with a minor discrepancy
(0.002%) the rebates on the A 4 listing did not reconcile to the Manacol statement.

Australian Vinyls explained that this discrepancy was due to the additional
rebates (YNNG (Cotails of additional rebates).

Australian Vinyls provided the June 2011 GMargin report, the sales ledger report
listing the rebates and a listing of journal entries for that month. The rebates in the
sales ledger report reconciled to the listing in the A 4, whilst the rebates inclusive of
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oounzl sitries reconclied fo fis kianaco! sisteman: for Juns 204, Ve ars thersiors
zatisfize that ihs aacitionsl rebates vere the causs of ths discrepancy. Tie nst

sales and volumes in the GMargin report |‘=00l’t(‘l|6d {o (hC. A ‘3 datz. Documeits
relating to the rebates and reconcmatloncre at g2 Hechingnt sates S

e,
| eias
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Telee of imported) PYC

The et szles on the Gmargin "sport for June 2095 mezichss o the 4 4 and A 2
listing. The clume of! ltcn'. 3% o the Gmargin tsport matched % tns 4. 4 listing
ut ot the import appendix listing of ] fonnes fcr Jr'n, 200914, this vohune
jlifl.iz-lls.a Spissshiec (ne diffsrencs rowd at sscticrr 7.0 1. Vs conside s thet ths
A & 2na Smargin reported the correci olume and ”hanoec. the import appendic
listing for .June 2071 votume to [ ]tannes. We noted that all of ths | ] additional
rehates were applied against revenue from sales of domestic productlon. The value
of these rebates attributabls te imporied PVYC is #iot large enoug™ o Zistort e
analysis of Australiar Vinvis' performancs in respact of domestic Sroduetion.

o

roe Caiification (o source documents (relevanca and accuracy”

We selected eight sales transactions for verification from the A 4 sales listing and two
associated rebate transactions. Australian Vinyls provided copies of sales and
rebate invoices, proof of payment and pricing offers and formulae for the selected
transactions. We were able to reconcile the documents to the listings and the pricing

offers to the prices on the invoices. These documents are at confidential
attachment salgs 4.

7.3 Conclusion

We have verified the sales data provided in the application. We are satisfied the data
is complete, accurate and reliable and sales of domestically produced PVC can be
clearly identified from sales of imported PVC.
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Australisn finvls impoits PVYC via AVC Trading to supplemert coresiic prodiuciion.
Sales of domestic production and mpoits are ssparatelv racordsd n Ausirzlisi
Vinyls' sales ledger. Price agreemants with Ausiralian Vinyls' customers are for
PVC, regardiess of whethar it is dorastic production o iriporte.

Australian /imds currenﬂ purchasss it =VYC rzauirsmsnts from [ | Tas
delivery terms srg [ o9 ] and ihe pawr--e—ni Erg a «:~ /‘Vf' II ‘i i3
Ceactietes the pics of PVC or 2 shipent By ghi i
suigea Sy ihe aricgs | v | and sthsr indusiing I»ullutm.

Australian “Zinyls imports and sells the Formoss PVC in bulk cordainers, bulk bags
and 25 Filogram bags.

Australian Vinyls provided supporiing documentation for four selecied shipmernts,
these documents are at gonfidential aitachment impoite 1. As notad abovs.
Australiar: Vinyle does not distinguish hetween domestic production and imports in its
sales process and in determining the profitability of the selected shipments it used
selling prices and selling, general & administrative (SG&A) expenses from its cost to
make and sell spreadsheet. Australian Vinyls provided monthly costings and

profitability assessments of its imported PVC that showed overall the imported PVC
was profitable for 2011,
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Me siplained to fustralian Vinyls that we nesded © bs sstisfise thet ihe data
sulxmitted in the application was complets, rslevant zrnd accurate. The rompany
would have fo demonstrate that the data could he verifisd and iraced to financial
statements and to source documents.

-~

VL srTaaetic n o luries

DN

Slendnivsnifnecde ion solures s 2l voste re seliviatsy sing sslir s,

B
Criida

Tertficallen of cost to mele

2.2.%  farekle manufacturing coste

fariable manufaciuring costs comprise raw materials ang dirsct labour. The cost of
imported raw materials is identified in appendix A6. The ‘rarious components of this
cost are identified in a variable costs tab. The major ssniporzni is J1e landed cost of

VCM. Australian Vinyls stated that the price of VCIVi is based on [ sieiiatinie |
i ] [commercially sensitive purchass deieils).

We sought to verify the landed cost of VCM of for December 2011, which
accounted for about [#]% of the cost to make.

Australian Vinyls uses standard costs. The VCM landed cost nas two components,
the standard cost and the purchase price variance (PPV). The standard cost is
calculated as follows:

o sales tonnes, excluding floor sweepings (total sales of tonnes less floor
sweepings of [] tonnes — verified to the December sales listing report);
multiplied by the standard cost (Sii});

multiplied by (tonnes of VCM required to make one tonne of PVC) to
give the standard cost component of h million.

Documents relating to the standard costs for VCM are at confldontial gkachment
costs 1.

A PPV is calculated for each shipment. The PPV for each month is the PPV in stock
on hand at the end of the previous month plus the PPV for shipments during the
month less the PPV on hand at the end of the month. Australian Vinyls provided a
VCM PPV tracking spreadshest (tracking spreadsheet) identifying shipments to the
end of December 2011 and the PPV in stock on hand at the end of December
(confi ial atigeh { CO: ).

Australian Vinyls provided stock reports to verify stock holdings for the end of
December for:

° all PVC stocks, including consignment stock, plus stock held for a particular
customer, plus goods shipped but not invoiced ((+%(lld tonnes);
o multiplied by [ % Jto represent VCM component (W< | tonnes):
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o sccl bl st s vermingl: , 6 46
= 1OM teld in tzakie at Laverton: and : :
z /CM stocl in iransit.

Documients ‘o stock hinldings ars at

The last shipment was number X150, with tonnes into terminal of [ ] tonnes, all of
which was in stock, The lJarevious shipment was ;.14€, "with {cinzs into terminal of
Ctennes, of which = lonnes s in stocl.

Tis PR /er A0 for Decemet (s celolizten 28 s differsncs of 1z dlozing casncs
of the PFV less PPV in stock. The PPY “ariancz 2% % - - lfor Cecemer 2041 is
in the incomg staterent for Manacol.

‘Ne than sought {c verify costs for shipmeni »714S in the tracking s3rzadsnastl. This
spreadshest recoras:

: onnes into terminral:

the standard cost of VCM for the shipment, based on icininss into isrminal;

total PPV for the shipment;

an adjustment reflecting the difference between the standard cost and the

amount paid to the supplier;

ocean freight;

2 clearing charges; and

o an adjustment reflecting the difference between the invoiced amount from the
bill of lading and the tonnes into terminal, based on the standard cost of VCM
in tanks at the terminal (Australian Vinyls stated that unless the quantity

varies by more than [§%, it pays on the bill of lading quantity, not tonnes into
terminal).

[T B

(2]

Australian Vinyls provided supplier invoices and bank statements supporting the
purchase cost and freight cost for the VCM ( dential chment costs 4). We
verified the VCM and freight costs from the supplier invoices and to bank statements,
there was a minor variance on the VCM cost of 0.02%.

We are satisfied that the raw material costs in the cost to make and sell spreadsheet

reflect the actual raw material costs for the resins business in Manacol's consolidated
income statement.

9.2.2 Fined costs and selling and distribution expenses

Australian Vinyls advised that during previous investigations, Customs and Border
Protection stated that costs should be recorded in the cost to make and sell
spreadsheet in the format required by Customs and Border Protection, even though
the company does not record costs in that format.

To complete the cost to make and sell spreadsheet Australian Vinyls runs a separate
cost centre report identifying the total labour and non-labour costs in each fixed cost
centre. A separate wages and salaries report is then run for each cost centre to
identify the labour component. Australian Vinyls uses these reports to then:
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the resing businzss;

: fuithsr zllocate cosis (o the cost to make, with the bzlzncs heing aliocaisa to
SGEA epenses:

< alloczie non-labow: cost to make epenses io sithesr raiable of i ed orsis:

S allocate labour cost to make expenses to direet labour costs; and

: allocates labour and non-labour SG&L coste o sither seling or
administretive = penses.

For ¢ample. surchasing znd looistic coste sr% reociciad i w0 —anires | S
S %o of hete wets are allocated o ihe resing businses, lusralian Vinide

advised that the ailocatior. percerniages ware deternined scme vears =go.

Australian Vinyls providec a repoit by cost centre for the monii and “rsar to date
shded December 2011, costs centres not associated with resing, sush as hicdwood
and AVC Traging are identified in a summary analysis repcri. The tota’ of the reports
reconcilea {0 the business unit fixed costs on the Wianzsol income statement ior
December 201 1. These raporis are at ¢onfidendsl e€asiimant costs &,

Australian Vinyls also provided a separate wages and salaries repori for Decsmber
2011 that reconciled (o the Manacol staternent, this repori is at gonfidenial

aitachment costs 6.

The reports reconciled to the spreadshests provided with the CTMS appendices and

were used fto allocate the labour and fixed costs to variable overheads. fixed
overheads and selling and administration costs.

We are satisfied that the fixed costs in the cost to make and sell spreadsheet reflect

the actual fixed costs for the resins business in Manacol's consolidated income
statement.

9.2.3 Other costs

Depreciation charges, recorded in fixed manufacturing charges, and transport
charges, recorded in selling expenses, were taken from the resins component of
Manacol's consolidated income statement.

2.2.4 Verslilcation to financial accounts

Australian Vinyls provided a reconciliation to trading profit spreadsheet from A 6 to
Manacol accounts as part of the appendices. We were also able to separately
reconcile the material, manufacturing and transport costs of million in the A 6
to the net revenue less gross margin in the Manacol income statement of $

million. The labour and fixed costs reconciled to the Manacol income statement as
noted previously.

2.3 Conclusion
We have verified the cost data provided in Appendix A6. We are satisfied the data is

complete, accurate and reliable and only includes costs in respect of domestic sales
of like goods.

zilocais @ protordzn T igh ow snd ne-teour 2030 7 5 280 S181 SRS fo é
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As noted previously, Australian Vinyls advised that its strategy (i8] [information
on Australian Vinyls' production strategy).

The lower sales volume in 2008 is attributable to a plant shutdown in March 2008.
The shutdown was required to allow the installation of a new distributed control
system. Sales volumes since 2008 have been steady and at the levels approaching
maximunt output.

Australian Vinyls sales of imported PVC rose in 2008 to help offset the shortage
caused by the plant shut down but have been declining since then.

As Australian Vinyls has been producing close to optimum capacity market share
would not appear to be not an injury factor relevant to this inquiry.

Australian Vinyls has also managed to sell all of its production though stock levels
have risen in 2011 as noted further in this section.

10.2 [Price afiects

Price depression occurs when a company, for some reason, lowers its prices.

AustratianVinyls visit report - PVC 2012 - Continuation Japan & Review Japan USA Paga 21

S A CDV"




R FES TR

Ea =L . . A T T

W H

T PP T T Py A T S S S g
FROS SULEOZASION TOIUS TSN DNoE NCrseres for ois zpnlican: s poadust, vhich é

Jtheraise vauld hevs ceouimed, avs bisn prevsinies. ‘
A indicator of price supprassion may bs the margin beiwesn revaruss 26 aosts.

Miovarients in unit revenues and costs are illustrated in the folloving chait.

Australian Vinyl's average price was relatively steady from 2007 to 2008 before
declining in 2009 following the global financial crisis, prices have been steady since

then. Prices have been depressed being lower from 2009 to 2011 than they were in
2007 and 2008.

Movements in both total and unit revenue and costs indicate that costs exceeded
prices from 2008 to 2011.

The negative margin between revenue and costs has been increasing since 2008
indicating that prices have been suppressed.
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Revenue fell significantly in 2008, this was mainly due to the plant shutdown in March
2008. Revenues increased from 2008 as production came back on line. Total profits

have been steadily decreasing since 2007.

Profitability is profit expressed as a percentage of revenue.

AVC produced PVYC

cllL

Profitability sharply decreased from 2007 to 2008 and has been on a steep dectine
since.
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Injury 7aciors indicats thei the economic perfiormancs of the fustralizn ndustry has
deteriorated from 2007 t¢ 2011. Profits and nrofitahility havs incrsasingly declinsd
Vrom 2007 as costs rose zbove piices. Revenues have shown some dscline whilst
volumes appear to reflect the plant is running at capacity.

We sonsider that the dedling in profite, piofizbility and Wi price supprsssion & idsnt
38 coate have risen asbevs prcss indicstes that fustrelisn /inds is suseeptitis io
“urther injury should t92 fosiraliss PV vartet deteforsts further or if cthzr marist

[Freesllss S s,
8.6 Ciher frjurs indlostore

Australian Vinvls provided e updated appengii L 7 summar®ng it riun
indicators from 2009 to 207 1.

Of these factors return or investment shows a cecling frorm 2008 i 2041, re/enues
have decreased as noied and siock ioldings after declining in 2010 have increased
in 2011,

Data relating to the analysis of the economic condition of Australian Vimyls is at

confidential anrendix .

AustralianVinyls visit report - PVC 2012 - Continuation Japan & Review Japan USA Page 24




T EETES
I
At
i AL CUDRIE DD DGTETLLL LWUE ST IR 0 o O
FECLF |

1A VN duraning continite T recur
ST ORI e orte Trom Jepan acetings

“ustoms znd Border Pratsction's impert datatess irdicatss that thers wers low
dolurass of iperte of PV from Janzrn ehnee 2007,

ite epplicaticn, Avstralian “imds tighlightes that Jepean iz “he worls's second
lergest producsr of PVC globally and over 2011 its produciion utilization rate “as
anly 7i%. which suggests consicerable excess capacity. Australian Vinyls also
Jrovided data on ilew Zealand imports. Australian Vinvls highlightes that #/C import
Jolumes from Japan increased bv 54% over 2041 on ihe pravious vear to
demonstrate Japan's exporiers are capable of ‘ncreasing volumes to canitalise on
opportunities for supply.

Ir its application Australian Vinyls also suggesied that the nublication, Harriman
Chemsult, in December 2071 indicated that Japanese exportars are seeking markets
due fo sluggish domestic demand. Japanese production of VCiM and PVC has been
severely disrupted by two recent events: the earthquake and subsequent tsunami
early in 2011 and the fire and explosion at the TOSOH complex in Nanyo in
September 2011, Production at the No 1 and No 3 plants is expected {o resume in
2012 increasing availability for an expansion of PVC production and exports.

Australian Vinyls said at the visit that PVC production in Japan had been affected by
the tsunami in March 2011 and the closure of a VCM plant in October 2011, however

Japan was still the largest producer in the Asia region and exported 300,000 -
400,000 tonnes per month.

11.1.2 Will dumping continue or recur

In its application, Australian Vinyls provided Harriman Chemsult data on domestic
and export prices in Japan for 2011 and New Zealand import statistics on PVC from
Japan for 2011. Australian Vinyls calculated monthly dumping margins for 2011 for
PVC imported inio New Zealand from Japan; the margins ranged from 32 — 91%.

Australian Vinyls claims were assessed in Consideration Report 184 (Con 184) which
noted given the margins calculated it is reasonable to conclude that exports (from
Japan to New Zealand) were at dumped prices.

Australian Vinyls said that prices in the Asia region were low due to the presence of
low priced exports from the USA. The USA producers were looking for new markets
to sell into as the USA domestic market had very little demand, the prices of the USA
exports were affecting pricing of other exporters, including Japan in the region. This

situation made it more likely that exports from Japan would be tower priced and more
likely to be dumped.
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In its application Australian Vinyls claimed that its financial position in 2042 was
pracaiious with domestic selling prices  declining.  orice  suppressior  being

sperienced and profit and profitability deterarating.  2ustralizn invis assertad in
the znpiicetion that ths prices of FYC sinortec fror: Japzn to e Zezland v 2011 if
SLoieT W o~ustigliz g afier acaing soste o zpprovineis = e sere [rics would

havs undercut its avsizge selling price that would likeiv nave cateed it ¢ respond by
lowering its prices resulting in additicnal injury.

We soted that Ausirzlian Yinyls profitabitity was positive in 2607 but kas heen
declining since then. The olume of imports from Japan over tnis period 'was minor
end we asked Australian ‘inyls to erplai thess resulte ir = nsriod “hers znti-
dumping measures applied ¢ PVC from the USA.

Australian Vinyls explained that three years ago it installed new software that did not
work very well and this lead to shortages in the market when it had to shutdown the

plant in March 2008. Australian Vinyls claimed it would have made a profit if it were
not for this problens.

Australian Vinyls said that the global financial crisis also affecied the market and that
in 2009/10 dumped exports from the USA and other countries to the Asia region
affected prices in that region which had a flow on effect to Australia Vinyls pricing.

Australian Vinyls explained that PVC was a commodity product and the price in
Australia was influenced by global factors. The price in Australia was particularly
influenced by the price of PVC in Asia, as listed in industry publications such as
Harriman Chemsult. The publications meant that prices in the market were quite
transparent. Australian Vinyls stated that the influence of the USA on these prices
was critical. Australian Vinyls provided Harriman Chemsult reports for June, July and
December 2011 discussing the PVC market, these documents are at confidensial
agachment fnd 1,

Australian Vinyls also provided a graph on PVC prices and profits in East China in
2011 that showed PVC was being sold unprofitably since May 2011 and thus
demonstrated the pricing pressures on PVC in the region. This graph is at

confidential attachment inf 2,

Australian Vinyls said that in 2011 its results had been affected by imports from
Korea that it alleged were at dumped prices and injurious.

Australian Vinyls also said that from 2008 its major customers, [il had been a
formula driven price based on il However from [§8] and started taking Korean
imports and asking Australian Vinyls to match the import prices.
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raditional mailiets s ths low piiced USA @rports ang hat Vorean siporiers weis
sesking nev maikets in Australia.

Austizlizn invs 2zid that Korsan imponis into Ausiralic wers subjact (o the gensral
5% duty and would need to be dumped to compets with yports from Thailand which
wers nof subject to *hs 5% duty.
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Custorns and Boider Fioiection generally derives the nor-injurious [iice? v first
<stablishing z price at which the zpplicant might reascnzily sell its procuct in a
market unaffected by dumping. This price is referved to as the unsuppressed selling
price (USP). Having calculated the unsuppressed selling price. Customs and Sorder
Protection then calculates a nor-injurious nrice by deducting the cosis incured in
astting the goods from: the sport FOR point (or another poiit if nproprietel o the
rslevant isvel of trade in Australiz. The deductions nonmally include ovarseas frsighi.
msurencs. inio-stors ooste and emounts for inmartsr 3orensse end rydt
This inquiry is not reviewing any of the variabls factors (the norme! valls ard the
aor-injuiious price). howevsr a review of the msasures applying o Japan and the
SA was initiated following consideration of an application from Chsmitize.

‘Ne noted that in its application Australian ‘/inyls had calcilated a 'JSF Lased cn its
CTMS plus a level of profit achieved in 2006 and asked wiy profite or selling prices
from later rears should not be considered.

Australian Vinyls said that its prices from 2008 had been aifected by other factors
such as construction demand and the droughi and flocds as noted at sections 6.2
and i1.2. Australian Vinyls also did not consider the prices of other imports in ihe
market as an appropriate reference as these prices would have been affected by the
allegedly dumped imports from Korea.

Australian Vinyls said that a USP based on CTMS plus the level of profit it achieved
in 2007 may be appropriate, however it also said that this profit had been distorted by
a large one off impairment item in June 2007 that needed to be taken into account.

Australian Vinyis said that it would provide further details on this item.

2 The current measures have been in place since 1992 and the legislation at that time referred to the

non-injurious FOB price. Any reference to the non-injurious price indudes reference to the non-
injurious FOB price.
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~ustrelian Vinyls statsd that it had sxpsrienced difficultics with falling gemand it ths
domestic market ovsr ts period since 2008. The end of the draught across Eastem
Australia prompted e govemment to terminate plans (o uss PVC piping fo pipe
water across the country to major capital cities 0 ease concsime over watsr secuiity.
In addition. heawvy flooding zcross the Eastem seahoard nad praventsd ths laving of
=G bipes.

Auvstrzlizr Uirds glet puivisd e delling damand e PO Tu thr tousing
asstruciicn maikst across “fctoriz, e 3outt ivalss =pt owzspslane for

U

dsteriorating mar-et conditions,

Australian ‘finyls highlighted PVC pips product dsvelopment which is being
nginesred 1o C3o0ms mors light waight resulling in 2 rsducticn in olumse ¢f PG
"gsin used n pipe Jroduction as a further factor which is suppressing dermand.

Australien Minvls cormmentsd dat due o the falling deisstie demend the volume of
imported product ‘t imports to supplement supply has decreased. In the past
Australian Vinyls had the option of reducing import volumes should overall demand
decrease. however this buffer is no longer an available opiion.

Australian Vinyls highlighted that it has underiaken product development to imest
customers’ (Armstrong Industries) expectations to create a green star comptiant PVC
resin for use in green star buildings. Australian Vinyls also noted that it had
developed a locally produced grade of PVC in conjunction with Armstrong Industries
to replace the imported PVC it used to use.

Australian Vinyls stated green star compliant products are currently not available
through imported sources.
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Tachnical data shaets Corvic PVC

Conildsntial Appsndl;;

Dete for Australian Vinyls zconarnic condition

Confidential ztschimen: sziss 1

| Reconciliation of sales of domsstic production
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Confidential attachmen: cales 2

" Manaco! staterents

.

Confidential attechmant cales 2

| Rabates

Conildentizl elizelinsn celes &

| Selected sales and rebatzs frenszolicns

L

Conddantlzl cGzchmen: limzorns 4

- Szlected import documsniz

: Confidantlel etieslinisnt 325% ¢

/€14 standars oozt

- Cenidantizl eliechant esote 2

L MO FEY tracking shez®

Confdantial ctiachmasnt 2000 3

| Stock reports

Confidential attzchment cosis &

. VOM and shipping invoicsz snd peymeits

| Confidental techmont cos’s &

| Cost centres reports

_Confidentizcl| sitachment costs 6

Wages and salaries

Confldential aitzchment Inj i

i PYC market reports

| Confidential zttachment inj 2

' PVC prices and profits Ezst C Fina 2017
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