N _' Australian Government

PUBLIC FILE

¥*  Australian Customs and
Border Protection Service

i

1

| y
f CUSTOMS ACT 1901 — PART XVB

| |

| REVIEW OF ANTI DUMPING MEASURES
|

| EXPORTED FROM THE PEOPLE’S REPUBLIC OF
CHINA TO AUSTRALIA

f VISIT REPORT .
AUSTRALIAN INDUSTRY

5 CAPRAL LTD

|

1

Y 2012

PUBLIC FILE

CERTAIN ALUMINIUM EXTRUSIONS




PUBLIC FILE

TABLE OF CONTENTS |
TABLE OF CONTENTS ......... .00 T 2
ABBREVIATIONS ......ooooooooocevccrrereneenneeeeees e 4

b INTRODUCTION. ..ot 5
3.1 Background 10 the ReVIEW....................cu.wcrvmeeereeernooss oo 5
3.1.1 REVIEW ..o oo 5
3.2 History of the MEASUISS..............cooooevereroeoceesoo oo 6
33 PUIPOSS OF ViSt..........ocoovooe e 6
3.4 VS AOAIS ..oooocoo e 7
3.5 ROVIEW dMIIS .......ccocsoveeecneeeeeeeee 7
3.5.1 Review timeframes ...............ccccoorervnemvivvovvcocovoseee 7
3.5.2 Confidential iNfOrmation...............eoovececovvvvovercooer 8
THEGOODS.............oicsveeeeteeeeeosooii 9
4.1.1 The goods under cONSIAEraON............vececrerrevesroreo 9
4.1.2 Tariff classification ... 9
AUSTRALIAN INDUSTRY ......cocvmrmmrmenmnnroeeeeorcoosssssssooooe 11
L S 11
5.2 Like goods and the Australian INAUSEY ... 11
[5.3  Company overview and corporate structure..............co.covvveeeeeeo 11
54  ACCOUNUING SIUCHIE ..o 12
i 5.4.1 Cost accounting SYStems .............cooo.ovveeroeevcreommnreso 14
155 SOling &N GISHDULION. ... 14
5.5.1 Mill CUSLOMES ......o..oovoorveneeesveececesee e 14
1 5.5.2 DIiStHIDULION CUSLOMMETS ......oooveeveereerereeeeeeseeeeresssssesse oo 14
il 5.5.3 Terms of sales.........ooovvvvvveecrcesee 15
5.5.4 Sales value and volume............ooeevvervvovorccerereoees 15
555 Internal sales..............coouuurencnmmneensieerocen s 15
55.6 EXPOTt BaleS.........conorriviities oo 16
5.5.7 Ordering, pricing, invoicing and delivery arrangements ................ ... 16
5538 External sales prices and QUOLALIONS ... 17
1 5.5.9 PAYMIENt LEIMNS ......ooovvvovvtvrvconeeeecnncvccnsseeeeeeee oo 17
| 5:5:10  DiScOUnts and rebates. ... 17
6| Verification of Sales data.........c...................omno 19
Bl SRIOS T 19
6.1.1 Like good sales to source documents..........................____ 20
2 CONMOUSION....occceeoosooeeeeee 20
7|| Verification of Costto MaKe ... 21
1 711 BACKIOUN...coorctrc oo T 21
§ 712 Production VORMMES.......ccc.ce..........oooomm 21
4 7.1.3 Production SCheduling.............ccoccoomsevrverrocr 21
D718 DiOS oot 22
l7.1.5 Aluminium Extrusion ALOY ..ot 22
{7.1.6  Raw aluminium PUIChASES......ovvvniveereirnireceeeooo 22
17.1.7 SCIAP.cvvvesvieeeereeiee st eeie st e et esresereeaneesrans 23
17.1.8 Reconciliation of Standard Scrap Credit to Actual Revenue.......... . 24
17.1.9 WOTK [N PIOGIESS....vvcovvvvrnreecevercescsoseseesessoos o 25
§7-1.10  Direct IabOur Vatiable. ... 25
| 7111 Variable Overheads..........ccoccovvvrrorccconrssoosoo 25
47112 Variable overheads Other..........oooovrooeeevorso 26
{7113 Fixed variable overheads.........ooccmrvveeoerroooo 26
PUBLIC FILE




PUBLIC FILE

7114 DePIeCiation.............vocecereesevveonseoeoseoereesooooooo "
7115 Other INCOME .....covvvonoeeerresssarsoees oo e :
| 72 O8O SOl 27
7.2.1 GENETAL ......oovoiovticsenen oo 27
7.2.2 SEIlNg COSS.....cv.conririirieericrrensseeesse e 27
7.2.3 AMINISITALON ... e 27
7.2.4 AdMINISLIAtON Other ...............oovvceveevrvvemeeneoeeee oo 28
1 725 DiStHbUtoN..........covovvoveviesonees e 29
§ 73 COMOISION. ..o 77 29
| Profitability........cc.coocoovmvecnvecinvoinec 30
LIST OF APPENDIXES AND ATTACHMENTS........oooovomeee 31

PUBLIC FILE




Y

PUBLIC FILE ———
FoLID 1 %€
ABBREVIATIONS N,
$ | Australian dollars
ACIIN Australian Customs Dumping Notice
ThéjAct Customs Act 1901
AS Australian Securities Exchange
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B INTRODUCTION

|
\
|
|
i% n 29 March 2012, B&D Aluminum (Aust) Pty Ltd (B & D), an importer of
gluminium extrusions from China, lodged an application requesting a review of
IPe variable factors relevant to the dumping and countervailing duty notices
4bplying to certain aluminium extrusions exported to Australia by Wuxi Xisha
fhotoelectric Aluminium Products Co., Ltd (WXPAP) from the People’s
public of China (China).

3.1 Background to the Review
i

e review application lodged by B & D sought the review for one exporter
ly, being WXPAP, and the application did not seek a revocation of those
‘ levant measures.

I

pllowing consideration of the application, the Chief Executive Officer of the
Abistralian Customs and Border Protection Service (CEO) decided not to

I
[

dject the application. On 21 May 2012 a notice indicating that Australian
Chstoms and Border Protection Service (Customs and Border Protection)
mmenced the review was published in The Australian. Interested parties
pre invited to lodge written submissions concerning the review no later than
2% June 2012.

k1.1 Review
|

ected parties of the dumping duty and countervailing duty notices may
;i;.' for a review of the measures 12 months after the publication of those
ndtices or the last review of those notices.

I
i
T( Minister may at any time initiate a review of the measures upon a
reégommendation from the CEO, or on his or her own initiative where the
‘ ister feels it is appropriate.

Difision 5 of Part XVB of the Customs Act 1901 (the Act) sets out, among
otHer things, the procedures to be followed by the CEO in dealing with an
ap lication for the review of measures.

Th

p review period is from 1 April 2011 to 31 March 2012,

|
Aflpr concluding the review, Customs and Border Protection wili recommend
to [the Minister that the dumping duty notice:?

] remain unaltered: or

i. have effect as if different variable factors had been ascertained for

WXPAP.
Th 4 variable factors relevant to this review are the normal value, export price,
colgtervailable subsidies and non-injurious price.

| ‘

1
I
! Inigccordance with 5.269ZDA of the Act
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'i" 11 May 2009 a dumping investigation was initiated for alu
imited (Capral). In that investigation, and as outlined in Trade Measures
Report No. 148, it was found that:

o with the exception of one exporter, Tai Ao (Taishan) Co Ltd (Tai Ao),

| the goods were exported from China at dumped prices;

1o with the exception of Tai Ao, the goods exported from China were

i subsidised:;

| the Australian industry producing like goods had suffered materia!

¥ injury as a result of those dumped and subsidised goods; and

future exports from China may be dumped and subsidised and that
continued dumping and subsidisation may cause further material injury

i to the Australian industry.

\

A rdingly, it was recommended that the Minister impose anti-dumping
asures on the goods exported from China. On 28 October 2010, the
ytorney General published a dumping duty and countervailing duty notice for
‘ql minium extrusions exported from China to Australia, Notification of the

’ orney General’s decision was given in Australian Customs Dumping Notice
f

(CDN) No. 2010/40.
H IIowing a review by the Trade Measures Review Officer (TMRO), Customs
d Border Protection conducted a reinvestigation into certain findings made
Trade Measures Branch Report No. 148. International Trade Remedies
prort No. 175 sets out the findings affirmed and new findings made by
q ‘| stoms and Border Protection as a result of the reinvestigation.

i

¥ give effect to this decision, the Attorney-General published a new notice
u “- section 269ZZM of the Act. This notice is in substitution of the dumping
afe countervailing duty notices published 28 October 2010. The new notice is
effective from 27 August 2011 and replaces the earlier notice.

T i effect of the new dumping duty notice and countervailing duty notice was
t E| the measures apply by finish. The finishes being, milled, anodised,
powvder coated, and other. Another consequence of the new notices was that
thé dumping duty notice no fonger applied to Zhaoging New Zhongya
A minium Co Ltd now called Guangdong Zhongya Aluminium Co. Ltd

C'

of}}

toms and Border Protection visited Capral Limited (Capral) in 2009 as part
e original aluminium extrusions investigation.

|
3.3 Purpose of visit

The purpose of the visit was to:
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. discuss with the Australian industry member, Capral, B&D Alumi im *N
claims relating to the review of measures; >
[ ]

l I
\

i
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collect and verify information submitted relevant to the review,
including sales and cost information; and

discuss methods to determine an unsuppressed selling price; from
which non-injurious price is determined.

discuss procedural matters relating to the review;
.

Hrior to the verification visit, Capral provided its costs and sales worksheets
emed Appendices A3, A5 and A6 for the goods under consideration. See
( onfidential Attachment GEN 1

3.4 Visit details

o

ntact details for the applicant and visit details are as below.

3
T
A

;T

on}
ag

The
is$ | e

{ Company Capral Ltd
1 ABN 78004213692
4 Address Level 4
: 10-14 Smith Street
PARRAMATTA NSW 2000

| Company Phil Jobe — Chief Executive Officer and Managing Director

| representatives Andrew Barlow — National Manager Commercial — Extrusion
[ Telephone 02 9682 0967
| Fax 02 9682 0777

Nominated Justin Wickes - Anti-dumping Specialist, Justin Wickes &

frepresentative Associates

| Telephone 0438 700 570

j Customs and Border | John Bracic, Director — Operations 1

{i Protection Tom O'Connor, Manager — Operations 1

\ Timothy Flor, Supervisor — Operations 3

{Dates of visit 17 — 18 July 2012

|
3.5 Review details
|

ﬁ{ the commencement of the meeting, we discussed the time frames and
inquiry and review processes.

1.1 Review timeframes

b review commenced on 21 May 2012,

ptatement of essential facts (SEF) on which the CEO proposes to base
pmmendations to the Minister for Home Affairs (the Minister) will be placed
he public record on or before 10 September 2012 (or such longer period
he Minister allows?).

SEFs will invite interested parties to respond, within 20 days, to the
s raised therein.

Submissions received in response to the SEFs will be

X3
5

%
9 ‘ ccordance with 5.269ZHI of the Act.
I

PUBLIC FILE




Ylinister.

PUBLIC FILE

nsidered when compiling the Final Report and recommendations to

e Final Report to the Minister is due on or before 23 October 2012 (or such

@nger period as the Minister allows3).

45.2 Confidential information

e advised Capral that any documents obtained during the course of the

eeting would be treated as confidential unless otherwise indicated by
Japral.

e stated that we would prepare a report of our meeting and that we would

ovide a copy to Capral in order to review its accuracy. We also stated that

would ask Capral to identify any confidential information so that a public
version could be made available for other interested parties.

Jccordance with 5.269ZHI of the Act
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THE GOODS

‘ 1.1 The goods under consideration

e imported goods the subject of this application (the goods) are:
Aluminium extrusions produced via an extrusion process, of alloys having
metallic elements falling within the alloy designations published by The
Aluminium Association commencing with 1, 2, 3, 5, 6 or 7 (or proprietary or
other certifying body equivalents), with the finish being as extruded (mill),
mechanical, anodized or painted or otherwise coated, whether or not worked,
having a wall thickness or diameter greater than 0.5 mm., with a maximum
weight per metre of 27 kilograms and a profile or cross-section which fits
within a circle having a diameter of 421 mm.

The goods include aluminium extrusion products that have been further
cessed or fabricated to a limited extent, after aluminium has been extruded
tifrough a die. For exampie, aluminium extrusion products that have been
hinted, anodised, or otherwise coated, or worked (e.g. precision cut,
fachined, punched or drilled) fall within the scope of the goods.

fle goods do not extend to intermediate or finished products that are
focessed or fabricated to such an extent that they no longer possess the
gture and physical characteristics of an aluminium extrusion, but have
gcome a different product.

Miminium extrusions can generally be described as lengths of extruded
minium, in various profiles including hollow aluminium sections (tubes and
es) that are not further worked except, in some instances, to coat the ‘mill

filish’ product and to further simply work the product by cutting, drilling or
pinching, but not by more complex fabrication processes such as joining and
agding other parts to the extruded lengths.

{.2 Tariff classification

4
T GUC may be classified to the following subheadings in Schedule 3 of the
Cyistoms Tariff Act 1995:

H s ) L P TR I N R A o T R SN s
7684.10.00/06 non alloyed aluminium bars, rgzis nd profiles;
7694.21.00/07 aluminium ailoy hollow angles and other shapes:
76d4.21.00/08 aluminium alloy hollow profiles;
764.29.00/09 aluminium alloy non hollow angies and other shapes;
76(§4.29.00/10 aluminium alloy non hollow profiles;
76088.10.00/09 non alloyed aluminium tubes and pipes;
76/18.20.00/10 aluminium alloy tubes and pipes:
76(§0.10.00/12 Doors, windows and their frames and thresholds for doors
76/40.90.00/13 Other

PUBLIC FILE
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“ most cases where goods are correctly classifiable to tariff codes with ‘13 /¥
i reﬁx 7604 or 7608, those goods would be the goods subject of this  |FOLIO .,

vestigation and subject to any resulting securities or duties. Nor W
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he rates of duty for the goods from China are 4 percent for goods classified

headings 7604 and 7608 and 5 percent for goods classified to heading
10.
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5.1 Introduction

rusions in Australia. Report 148 refers.

rotection considers that Capral has not materially changed its manufacturing

perations since Report 148 was finalised for Customs and Border Protection

b change its view that Capral is no longer a manufacturer of aluminium

gktrusions in Australia.

5.2 Like goods and the Australian industry
ain referring to report 148, the Physical characteristics of aluminium
rusions are:
Primary — aluminium alloy (wrought alloy designation) and temper;
Secondary - profiles and shapes, finishes, length and mass.

justoms and Border Protection considers the Australian industry produces

ie goods to the goods the subject of the application on the following

Physical likeness:
- Capral's extruded products are made of aluminium alloys;
- Caprai manufactures aluminium extrusions in numerous profiles;
and
- The finish of Capral's product is predominately mill, painted and
anodised;
ii. Commercial likeness:
- Capral's products compete directly with the imported goods; and
i. Functional likeness:

- Both imported and iocally produced goods have the same end-
uses.

5.3 Company overview and corporate structure

ral is a public company listed on the Australian Securities Exchange (ASX
e: CAA). It was first listed as Alcan Australia Limited in 1986. In 1995 it
nged its name to Capral Aluminium Limited, and in 2008 changed to its
rent name, Capral Limited. Capral’'s major shareholder is GPG Nominees
Y Ltd which at 29 February 2012 held 30.43% of issued ordinary shares of

ral.* The top twenty shareholders own approximately 90% of issued
Mire capital.

ral 2011 Annual Report, 78

PUBLIC FILE

tustoms and Border Protection has found in previous investigations that
apral is Australia’s largest manufacturer and distributor of aluminium
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Rapral is engaged in the manufacturing, marketing and distribution of sefhi
bricated aluminium products used in residential, commercial and industfi
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plications. It is Australia's largest manufacturer and distributor of aluminium
ktrusions. It employs approximately [ staft.

Japral is the holding company for the following group of companies. Capral
mlvised that all subsidiaries below excluding Aluminium Extrusion &

Histribution Pty Ltd and Austex Dies Pty Limited were deregistered in 2012;

Aluminium Extrusion & Distribution Pty Limited:

Capral Superannuation Pty Limited;

Capral Wages Superannuation Pty Limited:

Aluminium Distributors Pty Limited:;

Capral Finance Pty Limited;

Capral Aluminium NZ Limited (non-Australian subsidiary); and

Austex Dies Pty Limited (this company was acquired on 17 September
2010 by Capral Limited).

were further advised that the companies deregistered were dormant
mpanies with no trading activities. Capral provided a copy of its 2011

= =

Mdited financial statements. see Attachment GEN 1.
5.4 Accounting structure

assist with the verification Capral provided a document addressing a
mber of the agenda item questions. Confidential attachment GEN 2

low the audited financial statements, in terms of reporting, Capral has split

itd business into three main business operations. These are Manufacturing,
grporate and Distribution.

nufacturing and Manufacturing other

hin this division, Capral advised that it has five manufacturing sites. Each
gnufacturing site being Penrith, Bremer Park, Angaston, Campbellfield and
Cgnning Vale is a profit centre for the purposes of its accounts. Capral has
exfrusion pressing facilities in:
New South Wales (Penrith);
Queensland (Bremer Park);
South Australia (Angaston);
Victoria {Campbelifield); and
Western Australia (Canning Vale).

4 were advised that not all of Capral's extrusion facilities make all finishes.
The table below identifies the respective facility and finish.

Fagility Mill Anodised Powder Other
| Coated

Pagrith X

Brgimer Park X X X

PUBLIC FILE
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Angaston X X Ne:.... ‘/3? .......
ampbelifield X X -
anning Vale X X

The business segment Manufacturing is divided into two parts. Manufacturing,
d Manufacturing (other). Manufacturing consists of the five manufacturing
tes.

anufacturing (other) has three parts which are;
ex-warehouse sales (which due to the ‘level of trade’ were excluded by
Capral in its cost allocations for the like goods in its cost to make
spreadsheets; and
divisional costs which are a subset of the manufacturing costs. These
costs include for example general management, commercial,
technical, and human resources etc. These costs are allocated to each
manufacturing plant based on a forward looking budget. The budget in
turn is based on estimated levels of activity and previous experiences.
Austex dies, although 100% owned, is a separate business with the
dies being purchased on an arms length basis,

tribution

These costs relate to the distribution of the goods from a warehouse or trade
ntre - and are considered to be at a different level of trade to those sold for
the purposes of this review.

rporate

is cost centre refers to head office and corporate costs. These costs are
sfiared services (accounts payable and accounts receivable), corporate
fifance and treasury, IT, executive management, company secretariat, and
ts associated being a publicly listed company on the ASX.

©

ere the costs are deemed to be directly attributable to the business, they
allocated to the business (based on annual budget cost estimates as
lained above). For example, IT costs are allocated to each business based
¥ the appropriate cost drivers. For example SAP licence costs are directly
ibutable to the number of people in each business with a SAP licence.
rounts receivable costs are allocated based on the proportion of work
fformed by the accounts receivable team for each business. Some costs
not allocated to the manufacturing and distribution businesses and these
8ts remain unallocated and apportioned to corporate costs.

QD PLO OO
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4.1 Cost accounting systems

e company uses SAP as its financial management information sysl%rpx.uo ¥

apral operates on a 1 January to 31 December financial year,

allocate metal, labour and overheads Capral uses a standard costing

lystem. Metal is allocated based on a standard consumption level for the

eces produced and labour and overhead are allocated on a standard output

#te multiplied by a standard activity rate. inventory valuation is based on the
Irst In, First Out (FIFO) principle.

ch Plant accounts for its manufacturing costs separately.

5.5 Selling and distribution

pral informed us that it has two defined selling segments for the goods.

£mely;

customers
Customers

me customers in each segment may also purchase product from a

igtribution centre or trade centre.

& main factor separating the selling segments is | RSN,
r the purposes of this report the [IEEENEENEGNEENEEEN -
h will all be considered mill customers collectively.

lko for the remainder of this report the analysis concerns mill customers only
ess otherwise stated.

5.1 Mill Customers

se customers are able to purchase directly from the mill. They are typically
e entities with large orders and the goods purchased are the extruded
files which are to be further processed into other products such as window
es and doors for example.

(4]

rt from the ustomers, the Il customer list is
aT roximately A

or re-processing may occur such as cutting, punching, routing, de-burring

on glight polishing etc. The maijority of the customers in this segment use the

inium extrusion profiles in downstream processing facilities.

2 Distribution customers

Tase

bf the distribution customers’ sales have been excluded in this analysis,
ever the distribution division has about [l customers in its

base. These are Capral’s customers who predominately require and
hase ex-stock.

PUBLIC FILE
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'ales via the distribution centres are significantly different. Thel RLice JM

7.
L 1L A

and purchase volumes
Whilst the goods are generally
ﬂi' rchased from a distribution centre or trade centre, larger or more specific
yders are sometimes placed directly on the Mill.

5.3 Terms of sales

A

iII customer sales are generally sold on |GG

‘ :‘ rms.

; 5.4 Sales value and volume

Luring the investigation period, Capral’'s sales value of like goods was
: with ﬁ tonnes being sold. The table below identifies

fe sales by finish and volume.

|
';l?' ring he investigation period _ of like goods were sold from the

II to the distribution centre which are included in the figures below. The
‘Ies from the distribution centres to Capral's customers have been excluded
pm this table.

. Finish Value ($000) | Volume (mt
Mill
|

Anodised
Powder coated -

Painted
Other - fabricated
Total

ithin the financial statements [ of sales value needed to be

;l inated due to the internal sales value between the mills and the
diptribution centres. To record this elimination at the corporate level, the
d ision ‘corporate’ records a negative of $

pral uses the term painted to describe powder coating and fabricated to
d§ ‘: cribe other. Fabricated goods are considered to be minor re-processing of
like goods. This may include processes such as cutting, punching, routing,
pishing and de-burring. Capral indicated that these fabricated goods are
gapds whereby the process undergone does not significantly alter the
c *f-: racteristics of the goods so that they become something else or another
tyle of good. These goods hold the same essential characteristics to the

gopds before they went under the additional processes.

5. .5 Internal sales

Although Capral has defined its customers into various segments it informed
5‘ hat the sales from the mill to the distribution centres is equivalent to an
am

fs length price - and comparable to its major external distribution
cuftomers [
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demonstrate the price comparability between the intemnal saléhidg _the

tribution centres and its major external distribution customers;'“Capr'ﬂ:-:'-L“.'Z
_‘ovided copies of the selling agreements of the two groups. At Confidential
tachment Sales 1 is the Supply Agreement between the mill and the
i tribution centres. At Confidential Attachment Sales 2 is the supply
apgreement to . Capral informed us this is a

ajor external distribution customer. Whilst the agreement is for [l the
ficing is updated on a needs basis, generally h To this end we

pre provided with the March 2012 price schedules for the distribution centre
apd — We confirmed the prices for sales of mill
fish of between 250kg, 500kg and 1000kg varied by only 2 cents between
ese two customers. See Confidential Attachments 3 and 4 respectively.
h inspection we found the price for the other products were also very similar,

I} o

r internal sales to the distribution centres no invoice is raised. To confirm
B sales process we selected two transactions of mill sales to the distribution
gntre. We selected two purchase orders and Capral provided these. From
e purchase order we could identify the mill location and the destination for

e sales purchased. Confidential Attachment Sales 5

apral provided further evidence to confirm the price between the Mill and the
Btribution centres. Whilst no invoice is raised between the two divisions, via
i :‘ SAP system we could identify the price paid by the distribution centre.
ese prices agreed with the price lists. Confidential attachment Sales 6

5/p.6 Export Sales

region. Details of these export sales were recorded in Capral's Ad
Nes spreadsheets. Capral exported approximately . tonnes of aluminium
frusions during the investigation period.

i§.7 Ordering, pricing, involcing and delivery arrangements
fpral sells to third parties and to its distribution centres as shown below. It

dlls directly to fabricators, distributors and other users either directly or via its
idtribution network.
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}15.8 External sales prices and quotations

(fpral receives an order and it is recorded in SAP. Price lists are maintained
" hin SAP masterdata. These prices are generally based on market prices.
l-*-‘| current market conditions, Capral advised that prices are often under

BsSsure.

‘ invoice price is the price set at the date the order is confirmed.

h supply agreement between Capral and

ps provided. See Confidential Attachment Sales 2. According to this
,_\-- agreement pricing is based on:

b.9 Payment terms

5
Ies are made on a basis with payment terms offered to the mill
stomers being either days after the end of the month in

|
c
ich the invoice is raised.

I

[
|

'«::-e ional cities incur a regional freight surcharge and other freight premiums
4y need to be charged should the transport distance be significant and

3

Iside the parameters set by Capral.

5 .10 Discounts and rebates

Cépral has a system of processing the following rebates:
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h ese rebates are recorded as credit notes within Capral's A6 Spreadsheets.
(Rher adjustments to sales such as returns and pricing adjustments are
focessed as debit and credit notes.
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'§ Verification of Sales data | ’Mo*’,,,, 33 £
e

p verify the sales value provided by Capral in its Appendix A6 spreadsheset,
ln‘-: pral provided a complete electronic download of all its sales and costs for

le investigation period. See Confidential Attachment CTM 1 Capral
: parated the sales data into GUC and non-GUC goods. The data presented
ps as follows:

|
I 6.1 Sales
|
]

b Ml

Powder-Coated

Ancodised

Worked (Campbellfield Aluminium Light Fabrication)

Ex-warehouse

Rolled product. These are flat products used, for example, for hot
water systems. Capral claimed they are not manufactured by Capral
and are not extrusion products.

Export — Mill Finish

[
T} e GUC and non-GUC A6 spreadsheets also provide the total value and
vesume for the investigation period.

confirm the value and costs incurred in the investigation period we were
p b vided with three schedules of Capral's costs and revenue that covered 15

dnths from 1 January 2011 to 31 March 2012 Confidential Attachment
GHN 3. These represented the companies’ three divisions, manufacturing,
Iporate and distribution. The total revenue of the divisions equalled the

ti|
2(
M |

T

11 annual report. The total revenue for the months April 2011 through to
i ch 2012 equalled the total revenue indicated in the Appendix A3 total
\»i pany Turnover.

Tq reconcile the value of goods under consideration to the divisional reports
cq fidential attachment GEN 3, Capral provided a copy of a document
prented in Appendix A6 format Confidential Attachment GEN 4 for all
u‘l This Non Goods Under Consideration Appendix A6 separately
!l tified the non goods under consideration. We totalled the sales values of
th ;-;3‘ respective goods,

. We then subtracted this total sales value from the divisional
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‘tal sales to reconcile to the goods under consideration in AppenifgoAG
cpnfidential attachment GEN1.

fpllowing is our reconciliation of from the Appendix A3 to the audited financial
slatements.

.......

Confidential Attachment GEN 5 is a document prepared by Capral to
:“ oncile the domestic goods under consideration sales to the total sales as
sented in the manufacturing division performance report at confidential
agachment GEN 3,

-1 Like good sales to source documents

the verification visit we selected the following 8 sales transactions and
gauested Capral supply source documents for those sales.

ese selected sales covered a variety of finishes and from different sites. We
bo identified sales with rebates and those that were identified with zero
lume. Capral supplied the tax invoice, credit notes, extracts from its
jstomer ledger and bank statements. We traced the details from the source
gcuments to Capral's electronic domestic sales spreadsheet. These source
uments are supplied at Confidential Attachment Sales 5.

i bank statements and remittance advices we confirmed that the amount
did by its customers agreed to the invoice total.

6.2 Conclusion

lowing the verification of Capral's Appendix A3, A5 and A6 supplied, we
e satisfied the information presented reasonably refiect the selling values as
fhese documents. :
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11.1 Background

e explained to the company that we needed to be satisfied that the data
i bmitted in the application was complete, relevant and accurate. We also
akplained that the company would have to demonstrate that the data could be

1

'.- rified and traced to financial statements and to source documents.

]!- verify the costs of each finish we again used the information presented in
Ho nfidential Attachment CTM 1. Although the following verification does not
eciﬁcally identify the cost of the finish, within the Confidential attachment
‘IW M 1, the data is presented in a manner that identifies the goods by finish,
{ ‘I cost centre, by month, by mill, by activity and value. Within the Appendix
:: that we verify, this is the total costs of all finishes. It was considered for the
}! rposes of this report, and given the level of detail provided in Confidential
aftachment CTM1, a discussion of total costs was appropriate.

=
-

.2 Production volumes

|
pral, stated that determining total production capacity precisely was

u icult. They stated that this difficulty stems from the many variables that
d termine the production volume, namely; the alloy mix, the profile size, the
pipfile length and the production run size. Accordingly Capral did not indicate
bduction capacity because it would vary depending on the variable inputs.

(7

lits A6 appendix Confidential attachment GEN 4, Capral indicated that total
ume sold was | «ilograms.

Kgs

Domestic mill

Export

Domestic ex Distribution
Domestic Rolled

Total

Dmring the investigation period Capral manufactured the following like good
voJumes

Finish kgs
Mill

Anodised

Painted (powder coated)
Other

Total

7.843 Production scheduling
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{rders placed on the mill go into production scheduling management. JThe 0 /32
gpods are sorted by alloy, die, length and the pool of other orders to maxi Aesmatenssrasasen,.

el

e production run efficiency. Small individual production runs are spread
| ‘ oughout the overall production to minimise bottle necks.

.4 Dies

|
|
|
§| were advised that Capral has approximately [l dies in its inventory.
Ehch different aluminium extrusion profile has its own die. Capral informed us
i:: it either designs and manufactures the die itself, or is approached by a
v stomer that has a design or seeks help to design and manufacture a new

ik The die cost is

.ii' manufactures approximately [JJ] of dies in house via Austex Dies Pty
B and out sources the remainder.

‘: .5 Aluminium Extrusion Alioy
: ! minium extrusions are made from various aluminium alloys. The alloy will
#fluence the speed at which the profile can be extruded. Also depending on
the aluminium alloy components, price premiums may be charged.

P were informed that the main aluminium alloy used is 6060. Price
ptbmiums are charged for some alloys (eg: *). This is due
|2 number of factors namely the speed in which the profile can be extruded

ard the cost of the raw material.

6005 285 70
6063 250 95
1350 80 185

|
6082 315 50
|
|
7. |

16 Raw aluminium purchases

i

Ca . ral informed us that it does not operate an aluminium foundry. As such, it
ne ds to purchase the aluminium in the alloy state.

fn s electronic copy of the cost to make, Capral provided its total raw material
alyminium purchases. Capral indicated the raw aluminium alloy material used
in|ghe manufacture was S sce Confidential Attachment
Cc i 1 2. To confirm this value we selected to see the inventory transfer-in for
theimonth of January 2012, Confidential Attachment CTM 3.

|
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e raw material transfer-in in the general ledger total agreed wit
prfidential attachment CTM2. We calculated the unit value of $

ograms. Although this is a standard cost we asked to see direct purchases
¥ the goods to confirm the accuracy of the standard.

qapral informed us that the aluminium alloy is purchased from [N
liers,

. Capral purchases aluminium log. This log is then cut into smaller sizes
(#luminium billet), which is then used in the extrusion process.

ye were informed the pricing of the aluminium log is dependant on the LME
fice, the alloy specification and the diameter. Capral provided a January

12 price summary for the December 2011 purchases. Confidential
ftachment CTM 4. We were informed that the price paid is based on the
E average of the

Bpral also provided a January 2012 invoice of aluminium alloy purchases.
Be unit value in the invoice agreed to the standard cost entered into the

neral ledger. It also agreed to the January 2012 price summary.
nfidential Attachment CTM 5

.7 Scrap

grap aluminium accounted for approximately |l tornes and
agiproximately SN revenue during the investigation period.

e Appendix A6 provided by Capral didn't indicate the amount of scrap
ajgminium. Capral informed us that the scrap is sold. However in the raw

gterial manufacturing account, the raw material value has an automatic
ndpative adjustment by a standard credit of aluminium scrap sales revenue.

calculated, based on value the aluminium credit in the electronic data, to
approximately [Jlll% however we were informed this credit is valued at
proximately [il§% of the LME price and not the full value of the purchase

manufacturing account shown did not indicate the volumes being
insferred, only value.

= - T oo

make the aluminium extrusions, scrap is created under two main
fegories: ‘engineered" waste, which is unavoidable at the beginning and
of each production run; and "process” waste - as the extrusion presses
argl not fully automated and not capable of total repeatability from run to run,
unglanned scrap is unavoidable. We were advised, from experience the

stahdard waste credit in the raw material manufacturing account is reasonably
acdurate.

© O -~

At|tonfidential attachment CTM 2 the scrap credit is shown against the raw
maferial transfer in.
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| A
proximately N > B tonnes of scrap aluminium is sold {R‘%UO 12y

4' In_the 2011 financial year aluminium scrap revenue amounte

.
o-ocoo-o-l-ounol L13

b verify the value of the scrap aluminium sold we examined the scrap sales
venue account. We selected the Scrap credit account in the general ledger
Hr January 2012. It totalled S|l Sce confidential attachment CTM 2.
pral provided the January 2012 general ledger detail Confidential
tachment CTM 6

N |
(B
f‘il
| o
(fapral informed us that the selling price of scrap is a function of the LME,
zu wever the actual value entered into the general Iedﬁis after adjustments

hich decreases the unit scrap down to approximately [ill% of the LME price.
efore the scrap can be sold back to

the scrap is

Capral provided an invoice for
cember 2011 for approximately tonnes. Confidential Attachment

MT

|
grap aluminium i sold back to

who set the price on

. To confirm this amount
Cpral provided a  cop of sales  invoice to
for January 2012.

-

nfidentlal Attachment CTM 8
|
THe invoice amount paid by
was $ per  kilo.
pricing
amangements to set the buy back price for a given volume of purchases.
|
‘ found the difference between the standard price in the scrap credit
geperal ledger and the amount paid to be . cents lower. However that
dirence needed to be adjusted for the aluminium scrap processing fee. We
e also provided with the March 2012 scrap sales general ledger and the
I| price received for the month was S|l We were also provided with an
“

W
u
in ice that reconciled to the line value within that month's sales. see
Canfidential attachment CTM 9

1
7. 8 Reconciliation of Standard Scrap Credit to Actual Revenue

examined the electronic data confidential attachment CTM 1 to determine

dfollowing table.
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Scrap credit i FOLIO 17 i
Standard Cost eteeeerensnnes
Scrap sales '

Actual Revenue

Difference between actual
and standard scrap
revenue received

Group sales volume kg

Difference / kg

1l 11l

ven that the cost to make is based on a standard cost and the aluminium
edit is based on a standard cost.

1! i: pral informed us that the variance is reasonable: and journal entries are
:f to adjust the difference between actual costs and standard costs. We
gjamined the electronic data and confirm such journal entries were made in

Cpnfidential Attachment CTM 1.

e submitted cost to make indicated that direct labour was $ .
pral informed us that labour was identified by activity in the manufacturing
pipcesses. Capral demonstrated this via the electronic cost data confidential
afp chment CTM 1 which identified the location, activity, and fixed and
viable wages as well as the variable components that made up the labour
fts. Shop floor labour was the variable component. Salaried staff were

hsidered fixed costs in the A6 schedules.

ol confirm the wages we selected June 2011 extrusion activity at the Bremer
¥k mill to see the wages detail. Capral provided a copy of the Bremer Park
si p wages schedule for this activity where the total agreed to the electronic
dafe supplied. See Confidential Attachment CTM 11

7. 11 Variable Overheads
In|the appendix A8, variable overhead totalled S Variabie
ovdrhead had categories and ] sub categories See Confidential

At chment CTM 12. We were advised that new dies purchased during the

gr were amortised over ] months for standard costing purposes as it was
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pnsidered to be a better match of cost and revenue. Remake diddoare,
kpensed at the time the cost is incurred. e SN
‘! e selected the August 2011 Bremer Park die amortisation which formed part
of the variable overhead expense. We were provided a schedule that itemised
ije amortisation charge for that month. The schedule also included other die
dnortisation charges but the cost centre code was different and was excluded
Ipm the Bremer Park calculation. Confidential Attachment CTM 13. The
i ortisation charge for the Bremer Park dies agreed with the electronic data
sfipplied.

PUBLIC FILE
i

11.12 Variable overheads other

ii" riable overheads other expense code is used to record the charges
iposed by external vendors for undertaking additional processes on behalf of
( ;i: pral. Although Capral can extrude mill finishes at ail of its facilities it does
!| have the capability to undertake all finishes in all locations. Hence, due to
H- cost of transporting goods in Australia, depending on the order, it is
gmetimes preferable to use external vendors to undertake this task. Variable
O¥erhead was $ for the period of investigation.

t

.13 Fixed variable overheads

|
|
a 1|' the electronic data we examined the fixed overheads. These costs
i Iuded the salaried staff and the costs associated with the administration of
t ‘:- manufacturing process.
g pral informed us that the majority of the cost in this category was [N
eipbenses. We were advised that Capral

'!‘ he fixed variable overhead total of S/ NN B <xocnse was
$

7. .14 Depreciation

hin the preparation of the Appendix A6, depreciation is considered a fixed
m@hufacturing cost. The depreciation expense in the Appendix A6 was
$ - To reconcile this amount to the 2011 annual report, we again
wéte referred to the Non GUC Appendix A6 see Confidential Attachment GEN
3. ;l depreciation charge had been calculated for all manufacturing. This
arfpunt could be traced to Confidential Attachment GEN 2 the divisional costs
a !l revenue performance reports, specifically the manufacturing division
reg

Drrt.

'1 could trace the value of the depreciation in the Non GUC Appendix A8 to
th manufacturing division performance report.
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11,15 Other Income i'No- 259 fl

tea
.................

: ithin the cost to make we identified some other income received. Capral
provided evidence that showed the other income identified was an

. Confidential attachment CTM 14

7.2 Cost to sell

" .1 General
; e costs to sell are divided up into two basic components. Costs that can be
diectly allocated and other corporate costs that are allocated on per kilogram
sdld basis.

|

|

R.2 Selling costs
\
|
“- were advised these costs relate directly to the selling activity of the goods.
-t' that matter these are the salesmen’s salaries, cars and other direct
fi hctions associated with the sale of the goods. For the investigation period
the total selling costs associated with all manufacturing volume sold was
i . A per kilogram rate based on total volume sold of each finish

s applied to the goods under consideration sold in the investigation period.
b

A

B

\
I
| demonstrate this allocation Capral provided a Divisional Allocation budget
rksheet that itemises the costs by cost centre and month, Confidential

achment CTMS 1.

df e budget is developed on a bottom up approach and is based on people,

t 'IiTI el and incidentals. After subtracting the shared services compeonent, we
c ﬁ ld identify the selling costs. Capral also identified these selling costs in the
el@ctronic data worksheet.

hin this allocation worksheet are the shared services. Shared service costs
- ve been separately captured under the other administration heading at
{§.4, but removed in the selling cost allocation for Appendix A6 purposes.
fared services include the IT functions, accounts receivable, accounts

alable and human resources efc.

~N O

.3 Administration

|
|
Tafal overhead costs for allocation during the investigation period was
These included the selling costs at 7.3.2 and the
'1; inistration-other costs at 6.3.4. The balance was allocated on the basis of
mg ﬁ ufacturing sales volume versus distribution selling volume. This split is
ﬂ‘: ulated at a % to |l respectively. Confidential attachment
MS2 is the calculation provided by Capral.

£5
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% Confidential Attachment CTMS3 is the calculation of the corporate C{M

'i d a small abnormal, $ million is available for allocation. This is

scorded in the Appendix A8 non goods under consideration Confidential
Attachment GEN 3. This amount is divided by total volume sold (all goods)

g ;i d then applied by the volume sold of the various finishes for the goods

der consideration.

.4 Administration other

pral indicated there are numerous other activities that needed allocation;
wever, these functions are undertaken at the corporate head office. These
afsts included IT, payroll, staffing, accounts receivable and accounts payable.
calculate these costs, Capral develops a budget each year. The budget is
sed on expected future costs and these costs are entered into the standard
§st with a variance being charged at the end of the period. The charge for

investigation period was h for all goods sold. A per kilogram
gte was calculated and applied to each finish the subject of the review to
mplete the Appendix A6.

Apral provided a copy of the 2012 financial year budget which is forecast to
4 lower than 2011. it also showed the 2011 budget. The amount charged
dygring the investigation period was between the two budgets. Confidential
achment CTMS 4

A were able to trace the budgeted amounts for January, February, and
prch 2012 in Confidential Attachment CTMS3 to the electronic data in
gnfidential Attachment CTM 1.
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g allocation. After deducting the costs at 7.3.2 and 7.3.4 and adding interest ™=
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otal distribution costs were S| From an examination of the
glectronic data, we could see that the significant majority of the distribution
sts were for outward freight.

A.2.5 Distribution

yithin the accounting structure, each site records the freight charge. We
selected the freight charge incurred by the Penrith Mill for February 2012. To
prify the value in the electronic data, Capral provided two copies of invoices
bm an external freight company and the general ledger detail where the
voices were recorded. The general ledger detail identified the two invoices
Ad we could see they were posted into the general ledger in February 2012.
e values of the invoices agreed to the general ledger detail. We also traced
e general ledger detail for December 2011 and January 2012 values to the
grectronic data worksheet. Confidential attachment CTMS 5

fe were informed that within a delivery, a number of orders of different
hishes could be carried. Conversely it could be one order of goods being
fcated from a number of sites around Australia. For this reason, to
gpecifically apply a freight charge to a single finish was difficult. Accordingly,
apral calculated a per kilogram rate based on the total volume sold and then

abplied this rate to the various finishes.

7.3 Conclusion

Figllowing the verification of Capral's Appendix A3, A5 and A6 supplied, we
e satisfied the costs reasonably reflect the cost to make and sell as
esented in these documents.
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I | Profitability | J 2%

e mill finish forms the basis for the cost of the other finishes. To calculate

e cost of the other finishes, the unit cost to make of the mill finish is

. Iculated and then the cost to make of the processes involved in the other

i| ishes, is calculated per unit, for anodised, powder coated or other, and then

I" to the mill finish unit cost to make.

“‘ applying the above calculations, Capral was able to caiculate a unit cost to
jI: ke for all finishes.

the [N «os production quantity only [N gs was
d as a mill finish. The balance was used in the manufacture of the other

ishes.
|
his adjustment was made prior to calculating the cost to make and sell of the
Il customers.

p calculate profitability it was a simple arithmetic formula that subtracted the
lit selling value from the unit cost to make and sell.

e rate of profitability is for mill customer sales which exclude the distribution
yision sales.

[Fihish Profitabili
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