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1 SUMMARY AND RECOMMENDATIONS

1.1 Summary

This continuation inquiry (the inquiry) is in response to an application by Capral
Limited (Capral) seeking the continuation of anti-dumping measures applying to
certain aluminium extrusions (aluminium extrusions) exported to Australia from the
People’s Republic of China (China).

This statement of essential facts (SEF) sets out the facts on which the Commissioner
of the Anti-Dumping Commission (the Commissioner) proposes to base his
recommendations to the Parliamentary Secretary to the Minister for Industry and
Science (the Parliamentary Secretary).1

1.2 Application of law to facts

Division 6A of Part XVB of the Customs Act 1901 (the Act)?2 provides for the
Commissioner to alert interested parties to the impending expiry of measures and
provide certain interested parties with an opportunity, before those measures expire,
to apply for a continuation of those measures. Division 6A of Part XVB:

e sets out the consequences if no application is made;

e outlines the procedures to be followed by the Commissioner in dealing with an
application and preparing a report for the Parliamentary Secretary; and

e empowers the Parliamentary Secretary, after consideration of that report,
either to decide that the measures will expire, or to take steps to ensure the
continuation of measures, and either to leave the measures unaltered or to
modify them as appropriate.

Pursuant to subsection 269ZHF(2), the Commissioner must not recommend that the
Parliamentary Secretary take steps to secure the continuation of the anti-dumping
measures unless he is satisfied that the expiration of the measures would lead, or
would be likely to lead, to a continuation of, or a recurrence of, the dumping or
subsidisation and the material injury that the anti-dumping measures are intended to
prevent.

1.3 Findings and conclusions

Based on the evidence currently available, the Commissioner is satisfied that:

e aluminium extrusions have been exported to Australia from China between
1 April 2014 to 31 March 2015 (the inquiry period) at dumped and subsidised
prices; and

e the expiration of anti-dumping measures would lead, or would likely lead to a
continuation of, or a recurrence of:

1 The Minister for Industry and Science has delegated responsibility for anti-dumping matters to the
Parliamentary Secretary. Accordingly, the Parliamentary Secretary is the relevant decision-maker for the inquiry.

2 A reference to a division, section, subsection, paragraph or subparagraph in this report is a reference to a
provision of the Act, unless otherwise specified.
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o the dumping and subsidisation; and
o the material injury

that the anti-dumping measures are intended to prevent.

The Commissioner has also found that subsections 8(5BAAA) and 10(3DA) of the
Customs Tariff (Anti-Dumping) Act 1975 (Dumping Duty Act) apply. As such, it is no
longer mandatory for the Parliamentary Secretary to have regard to the lesser duty
rule for the purposes of continuing the anti-dumping measures.

1.4 Proposed recommendations

Based on the above findings, and subject to any submissions received in response
to this SEF, the Commissioner proposes to recommend that the Parliamentary
Secretary take steps to secure the continuation of anti-dumping measures applying
to aluminium extrusions exported to Australia from China from the expiry date of
28 October 2015.

The Commissioner recommends that, in continuing the anti-dumping measures, the
interim dumping duty and interim countervailing duty rates determined by Review of
Measures No. 248 (Review 248), once published, remain in place. This will mean no
change to the variable factors3 of export price, normal value and subsidies as a
result of the inquiry.4

The Commissioner further recommends that the full dumping and subsidy margins
determined in Review 248, once published, be applied to any interim dumping duty
and interim countervailing duty taken in relation to aluminium extrusions exported to
Australia from China. The Commission notes that the Parliamentary Secretary is not
obliged to, but still may, consider applying a lesser amount of duty in accordance
with the lesser duty rule.

3 Subsection 269T(4D)

4 The Commission notes that the final report for Review 248 was submitted to the Parliamentary Secretary on 13
July 2015. The Parliamentary Secretary’s decision for Review 248 is due within 30 days, which is 12 August
2015, unless she extends her decision date. Until such time that Final Report No. 248 is published, all references
to Review 248 in this SEF are to the preliminary findings as outlined in SEF No. 248 (available on the
Commission’s website).
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2 BACKGROUND

2.1 Continuation inquiry process

Dumping duty notices and countervailing duty notices (that have not been earlier
revoked) automatically expire five years after the date on which they were published,
unless the Parliamentary Secretary decides to continue them.

Not later than nine months before particular anti-dumping measures expire, the
Commissioner must publish a notice informing persons that anti-dumping measures
are due to expire on a specified day and invite certain interested parties to apply,
within 60 days, for continuation of the anti-dumping measures.> If no application for
continuation is received by the Anti-Dumping Commission (the Commission) within
the period allowed, the anti-dumping measures expire on the specified expiry date.®

If an application for continuation of anti-dumping measures is received, and not
rejected, the Commissioner has up to 155 days, or such longer period as the
Parliamentary Secretary allows, to inquire and report to the Parliamentary Secretary
on whether continuation of the anti-dumping measures is justified. Within 110 days of
the initiation notice, or such longer period as the Parliamentary Secretary allows, the
Commissioner must place on the public record, a SEF on which he proposes to base
his recommendation to the Parliamentary Secretary.”

Before recommending the continuation of the anti-dumping measures, the
Commissioner must be satisfied that the expiration of the anti-dumping measures
would lead, or would be likely to lead, to a continuation of, or a recurrence of, the
dumping or subsidisation and the material injury that the anti-dumping measures
were intended to prevent.

Where the Parliamentary Secretary decides to continue the anti-dumping measures,
the dumping duty notice and countervailing duty notice will remain in force after the
specified date for a further period of five years (unless the relevant notices are
revoked before the end of that period).

In making recommendations in the final report to the Parliamentary Secretary, the
Commissioner must have regard to:8

e the application for continuation of the anti-dumping measures;

e any submission relating generally to the continuation of the anti-dumping
measures to which the Commissioner has had regard for the purpose of
formulating the SEF;

e the SEF; and

e any submission made in response to this SEF that is received by the
Commission within 20 days of the SEF being placed on the public record.

S Subsection 269ZHB(1)(a)
6 Subsection 269ZHB(3)
7 Subsection 269ZHE(1)
8 Subsection 269ZHF(3)(a)
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The Commissioner may also have regard to any other matter that he considers to be
relevant to the inquiry.®

Following the Parliamentary Secretary’s decision, a notice will be published advising
interested parties of the decision.10

2.2 History of anti-dumping measures

A history of the anti-dumping measures applying to aluminium extrusions exported to
Australia from China is summarised in the following table.

24 June 2009

Capral lodged an application requesting the publication of
dumping duty notice and countervailing duty notice in respect of
aluminium extrusions exported to Australia from China.

28 October 2009

The then Attorney-General published a dumping duty notice
and countervailing notice applying to aluminium extrusions
exported from China. Final Report No. 148 (REP 148) refers.

27 August 2011

The then Attorney-General published new notices as a result of
a reinvestigation of certain findings made in REP 148 following
a review by the former Trade Measures Review Officer. Final
Report No. 175 refers.

21 November
2012

Publication of the outcome of a review of the anti-dumping
measures as they apply to Wuxi Xisha Photoelectric Aluminium
Products Co. Ltd. Final Report No. 186 refers. Anti-dumping
measures applicable to Wuxi Xisha Photoelectric Aluminium
Products Co. Ltd altered as if different variable factors applied.

4 September 2013

The Federal Court ruled that dumping duty and countervailing
duty notices cannot impose different variable factors for each
finish of aluminium extrusion.11

8 May 2014

Publication of the outcome for a review of anti-dumping
measures as they apply to Alnan Aluminium Co., Ltd. Anti-
dumping measures applicable to Alnan Aluminium Co., Ltd
remained unaltered. Final Report No. 229 refers.

19 February 2014

Publication of the outcome of an anti-circumvention inquiry into
the avoidance of the intended effect of duty concerning certain
aluminium extrusions exported to Australia by PanAsia
Aluminium (China) Co., Ltd. (PanAsia). Final Report No. 241
refers.

9 Subsection 269ZHF(3)(b)
10 subsection 269ZHG(1)

11 panasia Aluminium (China) Limited v Attorney-General of the Commonwealth [2013] FCA 870
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12 June 2015 A review of anti-dumping measures as they affect all exporters
generally was initiated after an application lodged by PanAsia.
The Final Report No. 248 was provided to the Parliamentary
Secretary on 13 July 2015. The Commission notes that the
Parliamentary Secretary’s decision for Review 248 is due within
30 days, which is 12 August 2015, unless she extends her
decision date.

Table 1 — History of the anti-dumping measures for aluminium extrusions
2.3 Notification and participation in the inquiry

Anti-dumping measures applying to aluminium extrusions exported to Australia from
China are due to expire on 28 October 2015.

On 27 January 2015, the Commission published a notice in The Australian
newspaper inviting certain interested parties to apply for the continuation of the anti-
dumping measures in relation to aluminium extrusions exported to Australia from
China. On 27 March 2015, Capral, a manufacturer of aluminium extrusions in
Australia, lodged an application for the continuation of the anti-dumping measures.

Following consideration of the application, the inquiry was initiated on 24 April 2015.
Public notification of initiation of the inquiry was made in The Australian newspaper
on 24 April 2015. Anti-Dumping Notice (ADN) No. 2015/48 provides further details of
the initiation and is available at www.adcommission.gov.au.

The Commission requested sales and cost to make and sell (CTMS) data from
Capral and other Australian industry manufacturers covering the period from the
beginning of the original investigation period (1 July 2008 to 30 June 2009) to the
end of March 2015.

Given that a verification visit to Capral (the largest Australian industry manufacturer)
was conducted in August 2014 for the purpose of Review 248, the Commission did
not conduct further Australian industry visits as part of the inquiry. The Commission
has cross checked data provided by Capral in this inquiry with verified data in
Review 248 and is satisfied of its accuracy, relevance and completeness.

Similarly, verification visits of importers and exporters were not conducted as part of
this inquiry. The Commission notes that the change in circumstances upon which
PanAsia’s application for Review 248, e.g. a change in the relationship between the
Shanghai Futures Exchange (SHFE) and the London Metal Exchange (LME) was
common to all Chinese aluminium manufacturers. For this reason, the Commission
considered it appropriate to ensure that any changes to the measures were applied
to all exporters of aluminium extrusions from China.

Therefore, prior to initiation of Review 248, the then Parliamentary Secretary decided
to extend Review 248 to all exporters and the review was limited to examining
whether the variable factors, relevant to the taking of the anti-dumping measures as
they affect the goods exported from China by all exporters, have changed. Having
conducted Review 248, the Commission considers it is in possession of sufficient
verified data to base many of the findings for this inquiry. To supplement the verified

SEF 287 — Continuation inquiry — Certain aluminium extrusions — China 9
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data from Review 248, on 19 June 2015, a file note and exporter questionnaire was
placed on the public record, inviting exporters to provide updated information relating
to the inquiry period (1 April 2014 to 31 March 2015).12

2.4 Responding to this statement of essential facts

This SEF sets out the essential facts on which the Commissioner proposes to base
his final recommendations to the Parliamentary Secretary in relation to the inquiry.

This SEF represents an important stage in the inquiry. It informs interested parties of
the facts established and allows them to make submissions in response to the SEF.

It is important to note that the SEF may not represent the final views of the
Commissioner.

The Commissioner must have regard to submissions received in relation to this SEF
within 20 days of the SEF being placed on the public record, in making his final
report to the Parliamentary Secretary. Responses to this SEF should be received by
the Commission no later than 1 September 2015. The Commissioner is not obliged
to have regard to any submission made in response to the SEF received after this
date, if to do so would, in the opinion of the Commissioner, prevent the timely
preparation of the final report to the Parliamentary Secretary.13

Submissions should preferably be emailed to operations4@adcommission.gov.au.

Alternatively, submissions may be sent to fax number +61 3 8539 2499, or posted to:

Director Operations 4
Anti-Dumping Commission
GPO Box 1632
MELBOURNE VIC 3001

Confidential submissions must be clearly marked accordingly and a non-confidential
version of any submission is required for inclusion on the public record.

A guide for making submissions is available on the Commission’s web site at
www.adcommission.gov.au.

The public record contains non-confidential submissions by interested parties, the
non-confidential versions of the Commission’s reports and other publicly available
documents. It is available online at www.adcommission.gov.au.

Documents on the public record should be read in conjunction with this SEF.

12 The Commission did not conduct a separate sampling exercise under section 269TACAA of the Act as part of
the inquiry. The file note also indicated that the Commission will, in assessing whether dumping and
countervailing has continued, have regard to the outcomes of Review 248.

13 subsection 269ZHF(4)
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2.5 Final report

Submissions received by 1 September 2015 in response to this SEF will be taken
into account in completing the final report and recommendation to the Parliamentary
Secretary. The final report is due no later than 28 September 2015. If the
Parliamentary Secretary receives the final report within 30 days of the specified
expiry date, that is 28 October 2015, she is required to make a declaration prior to
that date.

SEF 287 — Continuation inquiry — Certain aluminium extrusions — China 11
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3 THE GOODS AND LIKE GOODS

3.1 Findings

The Australian industry produces aluminium extrusions that have characteristics
closely resembling aluminium extrusions produced in China and exported to
Australia. Therefore, aluminium extrusions manufactured by the Australian industry
are like goods as defined in subsection 269T(1) of the Act.

3.2 The goods

The goods the subject of the current anti-dumping measures (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 processed or
fabricated to a limited extent, after aluminium has been extruded through a die. For
example, aluminium extrusion products that have been painted, anodised, or
otherwise coated, or worked (e.g. precision cut, machined, punched or drilled) fall
within the scope of the goods.

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

Consistent with Investigation No. 148 (the original investigation), the inquiry has also
relied upon the information shown in Table 2 in its assessment of the goods under
consideration and like goods.

< GUC > < Non GUC >
1 2 3 4 5 6 7
Aluminium Aluminium | Aluminium Aluminium | Unassembled Intermediate | Fully
extrusions extrusions | extrusions that | extrusions | products containing or partly assembled
with minor are parts that are aluminium extrusions, assembled finished
working intended for themselves | e.g. ‘kits’ that at time of | products products
use in finished import comprise all containing containing
intermediate or | products necessary parts to aluminium aluminium
finished assemble finished extrusions extrusions
products goods
< Examples >
Mill finish, Precision Aluminium Carpet liner, | Shower frame Kkits, Unglazed Windows,
painted, powder | cut, extrusions fence posts, | window Kkits, window or doors
coated, machined, designed for heat sinks unassembled door frames
anodised, or punched or | use in a door unitised curtain walls
otherwise drilled or window
coated aluminium
aluminium extrusions

extrusions

Table 2 - Goods under consideration and like goods

SEF 287 — Continuation inquiry — Certain aluminium extrusions — China 12
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3.3 Tariff classification

The goods subject to the anti-dumping measures may be classified to the following
subheadings in Schedule 3 of the Customs Tariff Act 1995:

7604.10.00/06 non alloyed aluminium bars, rods and profiles
7604.21.00/07 aluminium alloy hollow angles and other shapes
7604.21.00/08 aluminium alloy hollow profiles

7604.29.00/09 aluminium alloy non hollow angles and other shapes
7604.29.00/10 aluminium alloy non hollow profiles

7608.10.00/09 non alloyed aluminium tubes and pipes

7608.20.00/10 aluminium alloy tubes and pipes

7610.10.00/12 doors, windows and their frames and thresholds for doors
7610.90.00/13 Other

Table 3 — Aluminium extrusions tariff classifications

3.4 Like goods

In the original investigation, subsequent inquiries and reviews in respect of
aluminium extrusions (as detailed in Section 2.5), the Commission (or the then
Australian Customs and Border Protection Servicel4) found there to be an Australian
industry producing like goods.

As part of the inquiry, Capral specified that it continues to manufacture like goods to
the goods under consideration. As a result, the Commissioner remains satisfied that
there is an Australian industry producing like goods.

14 As of 1 July 2015, the former Australian Customs and Border Protection Service is now known as the
Australian Border Force - see https://www.border.gov.au/

SEF 287 — Continuation inquiry — Certain aluminium extrusions — China 13
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4 THE AUSTRALIAN INDUSTRY

4.1 Findings

The Commission is satisfied that there are like goods wholly manufactured in
Australia and that there is an Australian industry consisting of nine aluminium
extrusion manufacturers.

4.2 Australian industry

In its application, Capral outlined that the Australian industry comprises of itself and
the following eight manufacturers:

Aluminium Profiles Australia Pty Ltd (APA);

G. James Extrusion Co Pty Ltd (G. James);

Almax Aluminium Pty Ltd (Almax);

Independent Extrusions Pty Ltd (Inex);

Extrusions Australia Pty Ltd (EA);

Olympic Aluminium Co Pty Ltd (Olympic);
Aluminium Shapemakers Pty Ltd (AluShapes); and
Ullrich Aluminium Pty Ltd (Ullrich).

The Commission has made inquiries and remains satisfied that the Australian
industry continues to consist of the entities listed above.

The Commission sent an information request to each of the Australian industry
manufacturers and received responses from Capral, EA, Inex and AluShapes.15

4.3 Production of aluminium extrusions

The production of aluminium extrusions involves the shaping of aluminium, by
forcing it to flow through a shaped opening in a die. The extruded aluminium
emerges as an elongated piece of aluminium with the same profile as the die
opening.

15 The Commission notes that Inex, EA and AluShapes collectively account for a minor proportion of
the Australian market.
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5 AUSTRALIAN MARKET

5.1 Findings

The Commission estimates the market for aluminium extrusions was approximately
165,000 tonnes in the inquiry period. The size of the Australian market has increased
slightly since the original investigation.

5.2 Market structure and factors influencing market performance

As part of Review 248, Capral advised that the market structure in Australia, with
respect to aluminium extrusions, has not changed significantly since the original
investigation. Capral considers the main market segments are:

e residential - including products such as windows and doors, security, internal
fitout of showers and robes, external fit out, and fencing;

e commercial - including commercial window and doors, internal and external
fitout, and curtain wall; and

e industrial - including automotive, truck and trailer, rail, electrical, signage,
marine, portable buildings and large industrial infrastructure.

Capral also advised that key drivers of the market are:

housing construction and commercial building activity;

general industrial activity - mining, general fabrication, marine, etc.;
major infrastructure projects - rail, roads, airports, etc.; and

the level of finished product substitution (for local manufacture).

5.3 Market size

The Australian market for aluminium extrusions is supplied by Australian industry
manufacturers and imported goods predominately from China. The Commission
estimated the size of the Australian market using data submitted by the Australian
industry and declared imports from the Australian Border Force (ABF) import
database. The Commission used several filtering techniques to identify the goods
declared under the relevant tariff subheadings in the ABF import database, including
unit price and goods description. The Commission is satisfied that this data is
reliable for estimating the size of the Australian market for aluminium extrusions.

The Commission estimates that the size of the Australian market in the inquiry period
was 165,000 tonnes, which is slightly higher than the original investigation period.16

The Commission estimates that Capral currently accounts for almost half of
domestically manufactured aluminium extrusions.

16 The Commission notes that in the final report for investigation 148, the estimated size of the Australian market
was stated as approximately 195,000 tonnes. However, as part of the inquiry, the Commission has applied
additional filtering criteria, which indicates that import volumes, in particular from Japan, were overstated in the
final report for investigation 148.
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Subsequent to lodging its application, Capral provided its estimates of the Australian
market for aluminium extrusions. In providing its estimates, Capral relied on its own
sales volumes, import statistics, and its knowledge of local competitors (including
press capacity, published financial accounts and market feedback). The Commission
compared Capral's estimates to other information available to it and considers
Capral’s estimates are suitable for examining movements in market share from 2009
to 2014.

Aluminium extrusion market size/share

2009 2010 2011 2012 2013 2014
B Capral WOther Australian industry O Imports

Figure 1: Capral’s estimation of Australian market for aluminium extrusions

Figure 1 shows that Capral’s market share has decreased slightly in 2014 from the
levels achieved in 2009. For the same period, the market share of other Australian
industry manufacturers has increased, whereas the market share held by imports
has decreased slightly.

5.4 Import volume

Figure 2 below shows that Chinese import volumes were at their highest levels in
2008 (which partly covers the original investigation period). Chinese import volumes
dipped in the first half of 2009 (also in the original investigation period). Chinese
import volumes overall decreased in the period June 2009 to June 2011 and have
since remained relatively constant to June 2014. Imports from China have increased
over the inquiry period.

Figure 2 clearly shows that Chinese imports have remained the largest source of
imports and accordingly the total import volumes follow a similar trend to the Chinese
import volumes. The Commission estimates that import volumes from China have
ranged between 60 to 80 per cent of the total imports of aluminium extrusions since
the original investigation period.

The Commission estimates there was a moderate increase in imports from other
countries not subject to anti-dumping measures, including Malaysia, the Republic of

SEF 287 - Continuation inquiry — Certain aluminium extrusions — China 16
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Indonesia, the Kingdom of Thailand and the Socialist Republic of Vietham. Based on
the ABF import database, for the 2014 calendar year, imports from those four
countries accounted for approximately 29 per cent of total imports.

Volume of imports

——> Anti-dumping measures apply

Investigatiori.period

S & S s S s & S & o

e CHIMA = NEW ZEALAND —— MAILAYS5IA ——INDONESIA —VIETNAM -——THAILAND =——TOTAL IMPORTS

Figure 2: Imports of aluminium extrusions
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6 ECONOMIC CONDITION OF THE INDUSTRY

6.1 Findings

Based on available evidence, the Commission considers that the economic
performance of the Australian industry deteriorated from 2010 to 2013. Despite a
minor improvement in economic performance in 2014, the Commission considers
that the Australian industry is susceptible to material injury caused by dumping and
subsidisation.

6.2 Approach to injury analysis

The Commission has analysed data dating back to 2009. In doing so, it is noted that
that not all Australian industry manufacturers provided data for this period.

As noted in Section 5.4, Capral is the major producer of aluminium extrusions in
Australia. Where necessary, for the purposes of the inquiry, the Commission
considers that Capral is an appropriate representation of the Australian industry. The
Commission has used Capral’s data to assess the economic performance of the
Australian industry. This approach is consistent with the original investigation.

The following analysis examines trends in respect of sales of local production and
imports where noted, on a calendar year basis from 2009 to 2014 (inclusive).

6.3 Volume effects

6.3.1 Sales volume

Movements in Capral’s sales volume are illustrated in Figure 3.

Movements in Capral's Sales Volumes

2
M Sales Volume

Figure 3: Capral’s sales volume movements 2009 - 2014
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Figure 3 shows that Capral's sales volumes have increased in 2014 from levels
achieved in 2013; however the levels achieved in 2014 are approximately 13 per
cent lower than when anti-dumping measures were imposed in 2010.

The Commission does not find this conclusive evidence of volume injury. As outlined
in Section 5.3, the Commission found that the Australian industry (including
manufacturers other than Capral) has collectively increased its market share relative
to imports in the inquiry period. As depicted in Figure 1, data available to the
Commission suggests that the Australian industry as a whole has increased its sales
volumes in the inquiry period relative to the original investigation period.

6.4 Price effects

6.4.1 Price depression and price suppression

Price depression occurs when a company, for some reason, lowers its prices. Price
suppression occurs when price increases which otherwise would have occurred,
have been prevented. An indicator of price suppression may be the margin between
revenues and costs.

Figure 4 shows Capral’'s weighted average annual unit selling prices and weighted
average annual unit CTMS of aluminium extrusions for the period 2009 to 2014.

Capral Annual Unit CTMS and Unit Revenue
Movements

;<:\\\\§_—

2009 2010 2011 2012 2013 2014

Unit CTMS

Unit Revenue

Figure 4: Capral’s selling price prices and CTMS 2009 - 2014
Figure 4 illustrates that in 2009, Capral’s unit CTMS exceeded its unit revenue.

In 2010, when anti-dumping measures were first imposed, Capral’s unit revenue
increased relative to its unit CTMS and at this point unit revenue surpassed unit
CTMS. However, between 2010 and 2012, Capral’s unit revenue has declined. From
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2011 to 2013, Capral’s unit CTMS once more exceeded unit revenue. It was not until
2014 that Capral's unit revenue again exceeded its unit CTMS. Despite recent
improvement, the Commission considers that the Australian industry has remained
susceptible to injury in the form of price depression and price suppression.

6.5 Profits and profitability

Movements in Capral’s profits and profitability are illustrated in Figure 5.

Capral Profit and Profitability Movements

2013 2014

s Profiit e Profitability

Figure 5: Capral’s profit and profitability 2009 - 2014

Figure 5 shows that Capral’s profit and profitability was lowest in 2009. In 2010 when
anti-dumping measures were imposed, profit and profitability substantially improved.

However, profit and profitability decreased significantly in 2011, remaining negative
in 2012 and 2013 before returning to similar levels as 2010 in 2014. Despite recent
improvement, profit and profitability are yet to exceed levels obtained in 2010 when
anti-dumping measures were imposed. The Commission is satisfied that Capral has
experienced ongoing pressure in terms of profit and profitability.

6.6 The Commission’s assessment

The Commission considers that the Australian industry’s economic performance has
continued to experience pressure in terms of price depression, price suppression,
profit and profitability. The sales volumes, profit and profitability of the Australian
industry have improved recently, however this improvement is considered to be
marginal and has yet to be sustained. As a result, based on evidence currently
available, the Commission considers that the Australian industry is susceptible to
material injury caused by dumping and subsidisation.

The Commission’s assessment of the economic position of the Australian industry is
at Confidential Appendix 1.
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7 WILL DUMPING, SUBSIDISATION AND MATERIAL INJURY
CONTINUE OR RECUR?

7.1 Findings

Based on the evidence currently available, the Commissioner is satisfied that, in the
absence of anti-dumping measures, dumping, subsidisation and material injury are
likely to continue or recur.

7.2 Introduction

In accordance with subsection 269ZHF(2) of the Act, the Commissioner must not
recommend that the Parliamentary Secretary take steps to secure the continuation of
anti-dumping measures unless the Commissioner is satisfied that the expiration of
the measures would lead, or would be likely to lead, to a continuation of, or a
recurrence of, dumping or subsidisation and the material injury that the anti-dumping
measures are intended to prevent.

7.3 Will dumping continue or recur?
7.3.1 Australian industry’s claims

In its application, Capral submitted that:

e following the imposition of a dumping duty notice in October 2010, exports of
aluminium extrusions to Australia from China have continued in significant
volumes;

e PanAsia, the main Chinese exporter (by its estimations accounting for over
half of aluminium extrusion exports to Australia from China) has maintained its
market share and recorded revenue growth in recent times. In addition, duties
of 10.1 per cent originally imposed on PanAsia were increased to 57.6 per
cent as a result of anti-circumvention inquiry 241 (Inquiry 241);

e inits view, dumping margins for other exporters are currently under review for
Review 248 and will be revised; and

e the Australian Dollar (AUD) has depreciated by around 15 per cent following
the end of the review period for Review 248 (31 March 2015). Capral
considers that the declining AUD is likely to have impacted dumping margins
in the most recent 12 month period and that this increases the likelihood of
dumping in the future.

7.3.2 Commission’s assessment —dumping

Import volumes

The Commission has found in Chapter 5 that exports of aluminium extrusions to
Australia from China have continued in significant volumes. Whilst there has been
some decline in the volume and market share of imports from China, as noted in
Section 5.4, imports from China have remained between 60 to 80 per cent of total
imports since the original investigation period. The continuing volume of imports from
China indicates that Chinese exporters have maintained distribution channels into
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the Australian market since anti-dumping measures were imposed in October 2010.
The trend in import volumes suggests that imports are likely to continue in significant
volumes in the immediate future.

Anti-circumvention inquiry no. 241

The key outcome of Inquiry 241 determined that exports from PanAsia were being
sold by Australian importers at a price which was not commensurate with the total
amount of duty payable.

As part of Inquiry 241, the Minister for Industry and Science (as the decision maker
at the time) declared that for the purposes of the Act and the Dumping Duty Act, a
different variable factor (a new ascertained export price) be applied to PanAsia in
relation to the dumping duty notice and countervailing duty notice published under
subsection 269TG(2) and subsection 269TJ(2) of the Act.

The declaration to alter the original notices resulted in the dumping margin on
exports from PanAsia increasing from 10.1 per cent to 57.6 per cent.

This finding supports Capral’s claims that during the relevant period for Inquiry 241,
the goods subject to dumping and countervailing duty were being sold at a loss,
which allowed importers to circumvent the measures and undercut the Australian
industry’s selling prices. The Commission is of the view that if the measures were to
expire, there would be an increased risk that price undercutting from importers would
materially injure the Australian industry.

Review 248

As part of Review 248, the Commissioner found that the original dumping duty notice
should have effect as if different variable factors had been ascertained.

The following weighted average dumping margins calculated for the various
exporters in SEF 248 are listed below:

Exporter Preliminary dumping margin
Kam Kiu 2.5%
PanAsia 23.2%
Guang Ya -7.0%
Residual Exporters 16.8%
Uncooperative and all other exporters 39.9%

Table 4 — Preliminary dumping margins published in SEF 248

The findings from Review 248 support Capral’s claims that dumping has continued to
occur since the imposition of anti-dumping measures in October 2010.

The Commission notes that PanAsia’s dumping margin of 23.2 per cent is
substantially higher than the other selected cooperating exporters and residual
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exporters from Review 248. Verified data from the original investigation, Review 248,
and unverified data from the ABF import database statistics confirm Capral’s claims
that PanAsia is the single largest exporter from China by volume and value. Taking
into consideration the size of PanAsia’s dumping margin, in the absence of anti-
dumping measures, there would be significant scope for importers of PanAsia’s
goods to injure the Australian industry by undercutting its selling prices.

Continuation inquiry

Three exporters completed an exporter questionnaire for the inquiry.

e PanAsia (and related trading company OPAL);
e Guang Ya Aluminium Industries Co Ltd (Guang Ya); and
e Guangdong Jinxiecheng Al. Manufacturing Co Ltd (Jinxiecheng).

In order to establish whether dumping has continued to occur in the inquiry period of
1 April 2014 to 31 March 2015, the Commission took the following approaches.

1. For exporters who submitted an exporter questionnaire response as part of
the inquiry, using data contained in the exporter questionnaire responses. Due
to the findings in SEF 248, the Commission constructed the normal values
under paragraph 269TAC(2)(c) of the Act.1” Consistent with Review 248, the
Commission replaced the costs of primary aluminium with a reasonably
competitive market cost. Specifically, the Commission replaced each
exporter’'s primary aluminium costs with contemporaneous LME cash prices
plus other reasonable costs and charges. Where applicable, the Commission
made adjustments to normal values to ensure comparability with the export
price.

2. For Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd (Kam Kiu), the
Commission relied on all relevant information, specifically on declared FOB
values from the ABF import database to establish its export price.18 The
Commission benchmarked the declared FOB values for the inquiry period with
the declared FOB values in the review period for Review 248 and also verified
data from Review 248 and is reasonably satisfied with its accuracy. In relation
to normal value, the Commission relied on cost data previously verified for
Kam Kiu as part of Review 248 and updated the aluminium component of the
costs data to reflect contemporaneous LME cash prices plus other reasonable
costs and charges. The Commission applied the same adjustments to Kam
Kiu’s normal values as determined for Review 248.

17 as part of Review 248, the Commission found that the Government of China influenced the Chinese
aluminium industry. This influence is likely to have materially distorted competitive market conditions and both
directly affected the price of the primary input used in the manufacture of aluminium extrusions, as well as likely
affecting supply within that industry. The Commission formed the view that it is satisfied that based on the
distortion in the upstream raw material market having a flow on effect there was a ‘market situation’ in the market
for aluminium extrusions during the review period such that sales in that market are not suitable for use to
determine normal value under subsection 269TAC(1) of the Act. As a result, the Commission constructed normal
values under paragraph 269TAC(2)(c) of the Act. The Commission’s inquiries suggest that there would be no
change to the market situation in the time since Review 248; therefore the inquiry has not revisited this finding.

18 The Commission filtered the ABF import database and isolated imports of aluminium extrusions made during
the inquiry period and calculated quarterly weighted average export prices at FOB terms.
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3. The Commission established the export price for all other exporters having
regard to all relevant information. Namely, the Commission used the weighted
average declared FOB values of Chinese exporters from the ABF import
database. The Commission also relied on best available information to
calculate the normal value for all other exporters. Specifically, the
Commission used the highest quarterly normal value of the three exporters
who submitted an exporter questionnaire as part of the inquiry.

Dumping margins

The Commission has calculated dumping margins by comparing the weighted
average of export prices over the investigation period with the weighted average of
corresponding normal values over the investigation period.

For exporters who submitted an exporter questionnaire as part of the inquiry,
dumping margins ranged from -2.0 to 13.9 per cent. Kam Kiu’s1®, dumping margin
was within this range. These dumping margins were found to be relatively consistent
with Review 248.

For all other exporters the Commission calculated a dumping margin of 11.2 per
cent. Dumping margin assessments are at Confidential Appendix 2.

Decline in the AUD

Figure 6 below shows the value of the AUD compared to the Chinese Yuan
Renminbi (CNY) from June 2008 to June 2015. Figure 6 supports Capral’s claims
that the AUD has declined in comparison to the CNY since January 2013.

Figure 6 provides limited support of Capral’s claims that the decline in the AUD has
impacted on the export price when converted to CNY. However, Figure 6 also shows
that declared FOB values from ABF import database, when converted from AUD to
CNY, also correlate loosely to the spot price of primary aluminium as quoted in
United States Dollars (USD) on the LME. It is reasonable to expect that the normal
value would have followed a similar trend.2® The Commission also notes that a
significant proportion of importations of aluminium extrusions are invoiced in other
currencies, therefore the Commission is reluctant to place heavy reliance on the
likely effects of the decline in the AUD on dumping margins in this instance.

19 Guangdong Zhongya is currently exempt from dumping duties.

20 Particularly given that primary aluminium is the major raw material input and that normal values for aluminium
extrusions were constructed for Review 248 under paragraph 269TAC(2)(c) of the Act.
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FOB value vs exchange rate movement
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Figure 6: AUD to CNY comparison

Conclusion - dumping

The Commission has found that:

e imports have continued from China at substantial levels;
the outcomes of Inquiry 241 found that the anti-dumping measures had been
circumvented and Review 248 found that dumping has continued since the
original dumping duty notice was published; and

e there was dumping in the continuation period.

The Commissioner is satisfied that expiration of the measures would lead, or would
be likely to lead, to a continuation of, or a recurrence of, dumping that the anti-
dumping measures are intended to prevent.2!

7.4 Will subsidisation continue or recur?
7.4.1 Australian industry’s claims

As part of its application, Capral submitted that:

e the countervailing duty notice for the original investigation was published in
October 2010 and covered 19 subsidy programs. The majority of the subsidy
programs covered by the original investigation have been found to exist in
subsequent investigations; and

21 Whilst the Commission has calculated dumping margins for the purposes of the inquiry, as outlined in
Chapters 8 and 9, it will not be altering the variable factors to reflect these dumping margins.
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e exporters have recently declared receipts of benefits under additional subsidy
programs investigated in Review 248.

In Capral’s view, this is a clear indication that subsidisation is continuing and will
continue should the countervailing duty notice be allowed to expire.

7.4.2 Commission’s assessment — subsidies
Review 248

In Review 248, the Commission found that the programs outlined at Attachment 1
were countervailable in respect of aluminium extrusions exported to Australia from
China. The following subsidy margins were calculated in SEF 248:

Exporter Preliminary subsidy margin
Kam Kiu 1.8%
Guangdong Zhongya 0.6%

Pan Asia 8.0%
Guang Ya 6.0%
Residual Exporters 10.2%
Uncooperative and all other exporters 16.8%

Table 5: Subsidy margins published in SEF 248

Continuation period

For the three exporters who submitted an exporter questionnaire response, the
Commission relied on information contained in the exporter questionnaire response
to establish whether subsidies have continued to be received. Subsidies were found
to have been received from programs 5, 7, 15 and 26. Subsidy margins for these
entities ranged from 8.8 per cent to 15.5 per cent in the inquiry period.

The Commission also looked at data submitted by the selected cooperating
exporters as part Review 248. Of the existing programs found to be countervailable
in Review 248, no new information has been presented to indicate that any of those
programs will cease in the near future.22

Conclusion - subsidies

Based on the available evidence, the Commissioner is satisfied that subsidisation is
likely to continue.

22 The Commission sent a letter to the Government of China advising it of the inquiry, offering the opportunity to
discuss any aspect of the inquiry and inviting it to request and complete a questionnaire. To date, the
Commission has not received a response from the Government of China.
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7.5 Will material injury continue or recur?
7.5.1 Australian industry’s claims

As part of its application, Capral submitted that:

e material injury from dumped and subsidised Chinese imports commenced as
early as 1998 and was found to have occurred during the original investigation
period of July 2008 to June 2009. Provisional measures were imposed on
Chinese imports in November 2009, followed by the imposition of measures in
October 2010;

e the Australian industry has not recovered as would be expected following the
imposition of measures. Capral highlights that its sales volume has continued
to decline since measures were imposed,;

e China continues to be the main source of imports into Australia; and

e circumvention of duties enabled importers to continue to undercut the
Australian industry’s prices, causing ongoing injury to the industry.

7.5.2 Commission’s assessment — material injury

Injury assessment

The Commission examined the economic condition of the Australian industry at
Chapter 6 and is satisfied that the Australian industry is susceptible to material injury
caused by dumping and subsidisation. Based on the evidence before it, the
Commission considers that it would be unlikely that injury from other factors, if any,
would detract from the Commissioner’'s view that dumping and subsidisation has
materially injured the Australian industry’s economic performance.

As noted in Section 7.3.2, the Commission established that imports of Chinese
aluminium extrusions have continued in substantial volumes. Data from exporter
guestionnaires for Review 248 and this inquiry indicate that Chinese aluminium
extrusions manufacturers have excess capacity, with production utilisation ranging
from 58 to 83 per cent. Data from the exporter questionnaires also demonstrates that
many Chinese aluminium extrusions producers have a strong export focus. In
addition, Canada and the United States of America impose anti-dumping duties on
Chinese aluminium extrusions which demonstrates that Chinese exporters have a
propensity to dump.

The Commission is also of the view that the conditions of competition between
imported products and between imported and domestically produced aluminium
extrusions are similar. The Commission has established that importers and the
Australian industry are both selling goods into the same markets, to the same
customers, or alternatively that domestically produced aluminium extrusions can be
substituted with imported goods. The Commission also considers that domestic and
imported goods are like, have similar specifications, and have similar end-uses. The
above finding has been verified during previous importer, exporter and Australian
industry visits.

SEF 287 — Continuation inquiry — Certain aluminium extrusions — China 27



PUBLIC RECORD

For the above reasons, the Commission considers that import volumes are likely to
continue and in the absence of anti-dumping measures would likely increase and
continue to cause material injury.

Market for primary aluminium in China

In Review 248, the Commission established that the Government of China (GOC)
substantially influenced the aluminium extrusion market in China due to the distorted
price of primary aluminium. This influence is likely to have materially distorted
competitive market conditions and both directly affected the price of the primary input
used in the manufacture of aluminium extrusions, as well as likely affecting supply
within that industry.

Of particular note is a current comparison between the SHFE (which guides the price
for aluminium traded within official warehouses in China) and the LME (which guides
market activity for the rest of the world). Historically, the SHFE has tracked the LME
price. However, in recent years, in part due to changes to China’s domestic market,
the LME prices and SHFE prices have diverged, with SHFE prices lowering at a
greater rate than LME prices.

According to the Resources and Energy Quarterly June 2015,23 published by Office
of the Chief Economist,?4 the Chinese aluminium industry has grown significantly in
recent years, with its production growth exceeding world growth. China is now
responsible for 49 per cent of world aluminium production.2> The Office of the Chief
Economist has also established that within China’s domestic aluminium market,
supply has been rapidly increasing and demand has been growing at a slower rate.
With higher international prices on the LME, China has increased its exports of
aluminium in 2014 and has moved from being a net importer of aluminium to a net
exporter. This is expected to continue with Chinese aluminium production forecast to
continue increasing on the back of new smelters, capacity upgrades and efficiencies
achieved by smelters that opened in 2014 reaching full production.

On this basis, it is reasonable to conclude that Chinese aluminium extrusion
exporters will continue, because of GOC influence, to have the capacity and a
competitive advantage over Australian manufacturers, such that the domestic sales
prices of aluminium products, including aluminium extrusions are unsuitable for
determining normal value. In the absence of anti-dumping measures, exports of
aluminium extrusions to Australia are likely to continue to injure the Australian
industry.

A report?6 by IBISWorld??, dated October 2014, provides further support that import
volumes and injury from imports are likely to continue for the aluminium rolling,

23 Available at http://www.industry.gov.au/Office-of-the-Chief-economist/Publications/Documents/req/REQ-
Junel5.pdf

24 Office of the Chief Economist is a research unit within the Department of Industry and Science, providing
objective, robust and high quality economic analysis to inform policy development across resources and energy,
industry and innovation, skills and evaluation.

25 \World Bureau of Metal Statistics, World Metal Statistics May 2015, Volume 68 Number 4, Table 7.
26 Industry Report C2142 Aluminium Rolling, Drawing, Extruding in Australia, October 2014.
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drawing and extruding industry (of which aluminium extrusions represented
approximately 28 per cent). In particular, IBISWorld predicts:

“Over the next five years, the Aluminium Rolling, Drawing, Extruding
industry’s prospects are not expected to improve significantly. Excess supply,
weak demand and ongoing structural changes within Australia’s
manufacturing base mean that industry players will face deep-seated
challenges. With domestic demand expected to remain subdued at best, the
international market will increase in significance as players increasingly derive
their earnings offshore. In 2019-20, about 85.0% of the industry’s revenue
base will originate from international markets. At the same time, additional
cuts to the local industry’s manufacturing base will mean that imports will
satisfy an even higher proportion of domestic demand.

Echoing trends throughout the general aluminium supply chain, the industry is
expected to contract further. Revenue is forecast to decline by an annualised
2.2% over the next five years, to just $867.0 million in 2019-20. This includes
an expected fall of 1.0% in 2015-16.

In view of this weak performance, industry enterprise and establishment
numbers will decline. Establishment numbers are expected to fall by 2.8%
annualised as the industry seeks to cut excess capacity. The exit of players
as struggling participants are forced to leave the industry will contribute to
further cuts to the industry’s base. This will result in a fall in employment to an
expected 1,510 people in 2019-20.”

Anti-circumvention inquiry 241

The Commission determined, that for the relevant period of Inquiry 241, certain
goods subject to dumping duty and countervailing duty were being sold by Australian
importers at a loss. For Inquiry 241, Capral provided the Commission with evidence
of the circumvention goods undercutting the Australian industry’s selling prices. The
Commission is satisfied that the expiry of anti-dumping measures would lead to a
recurrence of price undercutting, further injuring the Australian industry. This
undercutting would likely lead to further pressure on Australian industry’s prices
resulting in price depression and suppression. The resulting price effects would flow
through to a deterioration of the Australian industry’s profit performance.

Comparison of the non-injurious price to the export prices

Consistent with Review 248, the Commission calculated a non-injurious price (NIP)
by establishing an unsuppressed selling price (USP) using Capral's CTMS data and
profit from the inquiry period. The Commission deducted from the USP amounts for
importer selling, general and administrative expenses, profit and relevant post-
exportation expenses verified as part of Review 248.

The Commission compared the NIP with weighted average export prices of
aluminium extrusions exported from China to Australia during the inquiry period. The

27 |1BISWorld is an independent research agency - www.ibisworld.com.au
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NIP was higher than the weighted average export prices of aluminium extrusions
exported from China during the investigation period.

This analysis supports the conclusion that dumped aluminium extrusions exported to
Australia from China caused material injury to the Australian industry.

In the absence of measures, it is reasonable to expect that the exportation of
aluminium extrusions from China is likely to be dumped and potentially undercut the
Australian industry’s selling prices. This undercutting would likely lead to further
pressure on Australian industry’s prices resulting in price depression and
suppression. The resulting price effects would flow through to a deterioration of the
Australian industry’s profit performance. The NIP calculations are at Confidential
Appendix 3.

Conclusion — material injury

The Commission is satisfied that the expiration of the measures would lead, or would
be likely to lead, to a continuation of the material injury that the anti-dumping
measures are intended to prevent.

7.6 The Commission’s assessment

The Commission has found:

e Review 248 and the Commission’'s assessment of dumping (Section 7.3
refers) in the inquiry period indicate that dumping has continued to occur
since the imposition of the dumping duty notice in October 2010;

e Inquiry 241 found that certain importers of aluminium extrusions from China
have circumvented the intended effect of anti-dumping measures, allowing
importers of Chinese aluminium extrusions to undercut the Australian
industry’s selling prices;

e there is limited evidence to support claims that changes in the AUD may
impact on the level of dumping margins in the future;

e of the selected exporters from Review 248, PanAsia, the single largest
exporter of aluminium extrusions from China was found to have the highest
dumping margin, which is substantial at 23.2 per cent;

e Canada and the United States of America impose anti-dumping duties on
Chinese aluminium extrusions which demonstrates that Chinese exporters
have a propensity to dump;

e that there is strong price competition between imported goods and
domestically produced like goods;

e the GOC substantially influences the primary aluminium and aluminium
extrusion market in China and this influence is likely to have materially
distorted competitive market conditions in the aluminium extrusions market. In
the absence of anti-dumping measures it is likely that Chinese aluminium
extrusion exporters would capitalise on cheaper aluminium inputs and further
target export markets such as Australia;

e subsidisation is likely to continue to occur, given that existing programs found
to be countervailable in Review 248 are likely to continue in the near future;

e the Australian industry is susceptible to material injury particularly in terms of
price and profitability as a result of dumping and subsidisation;
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e since the imposition of anti-dumping measures, the size of the market has
increased slightly and imports of Chinese aluminium extrusions have
continued in substantial volumes (currently accounting for approximately 60
per cent of the market). It is reasonable to assume that in the absence of anti-
dumping measures, dumped imports of Chinese aluminium extrusions are
likely to increase in volume to levels achieved prior to the original
investigation;

e exporter questionnaire data shows that many Chinese aluminium extrusions
manufacturers have excess capacity and have a strong export focus;

e the calculated NIP is higher than weighted average export prices; and

e the economic outlook for the Australian industry is that it is likely to experience
further pressures from imports in the short term, therefore continued dumping
and subsidisation may cause further material injury to the Australian industry
as price competition from dumped and subsidised imports from China is likely
to have a continuing adverse impact on the Australian industry.

Based on the above factors, the Commissioner is satisfied that the expiration of the
anti-dumping measures would lead, or would be likely to lead, to a continuation of, or
a recurrence of, the dumping, subsidisation and material injury that the anti-dumping
measures are intended to prevent.
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8 VARIABLE FACTORS

8.1 Findings

Based on the analysis of the Commission, the Commissioner recommends that the
Parliamentary Secretary, in deciding whether to continue the anti-dumping
measures, leave the variable factors of export price, normal value and subsidies
unaltered.

However, the Commissioner is satisfied that subsections 8(5BAAA) and 10(3DA) of
the Dumping Duty Act apply. Therefore, the Parliamentary Secretary is no longer
required to have regard to the desirability of fixing a lesser rate of duty under
subsections 8(5BA) and 10(3D) of the Dumping Duty Act. If the Parliamentary
Secretary chooses not to apply the lesser duty rule, this means that a variable factor,
the NIP, will be altered, in that it will have no future application.

8.2 Export price, normal value and subsidies

The Commission has taken into account information received as part of the inquiry
and is satisfied that dumping and subsidisation continued to occur during the inquiry
period.

However, given that Review 248 applied to all exporters and altered variable factors
in relation to export price, normal value and subsidies and that the dumping duty and
countervailing duty notices will soon be amended, the Commission considers, in this
instance, it is preferable to rely on verified data from Review 248 in continuing the
measures. The Commission estimates that the anti-dumping measures calculated
during Review 248 are unlikely to have changed so substantially as to warrant the
fixing of different variable factors.

As a result, the inquiry has not established new variable factors for export price,
normal value and subsidies and will rely on the findings from Review 248, in relation
to export price, normal value and subsidies in continuing the anti-dumping measures.

8.3 Non-injurious price
8.3.1 Submission by Capral

In a submission dated 8 July 2015, Capral submitted that, as part of the inquiry, the
Commission should recommend that the Parliamentary Secretary not impose the
lesser duty rule, thus removing the requirement for a NIP.

8.3.2 Relevant legislation

Duties?8 may be applied where the Parliamentary Secretary is satisfied that dumped
or subsidised exports of the goods to Australia have caused or threatened to cause
material injury to the Australian industry producing like goods.

28 | the form of a dumping duty notice under subsection 269TG(1) or (2) of the Act and a countervailing duty
notice under subsection 269TJ(1) or (2) of the Act.
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Under section 269TACA of the Act, the NIP of the goods exported to Australia is the
minimum price necessary to prevent material injury caused, or threatened to be
caused, to the Australian industry by dumping or subsidisation of the goods.

Where the Parliamentary Secretary is required to determine both interim dumping
duty and interim countervailing duty, subsection 8(5BA) of the Dumping Duty Act
applies. Subsection 8(5BA) requires the Parliamentary Secretary, in determining the
interim dumping duty payable, to have regard to the ‘lesser duty rule’ which requires
consideration of the desirability of fixing a lesser amount of duty that does not
exceed the NIP. That is, a duty that is less than the full amount of the dumping
margin but is sufficient to prevent material injury to Australian industry.

Similarly, in relation to the determination of interim countervailing duty, subsection
10(3D) of the Dumping Duty Act is applicable and requires the Parliamentary
Secretary to have regard to the lesser duty rule in relation to interim countervailing
duty.

However, in January 2014, legislative provisions commenced that prescribe certain
circumstances where if they exist, the Parliamentary Secretary is not required to
have mandatory regard to the desirability of fixing a lesser amount of duty. These
include:

e there is a situation in the market that makes domestic selling prices unsuitable
for the purpose of determining normal value;

e the goods have been in receipt of countervailable subsidies; and

e China, the country in relation to which the subsidy has been provided, has not
complied with its requirements under Article 25 of the Agreement on
Subsidies and Countervailing Measures (SCM Agreement) for the compliance
period.

These changes apply to dumping duty and countervailing duty notices that where
published before 1 January 2014, but are continued on or after this date.2°

8.3.3 Commissioner’s assessment

For the inquiry (and relying on SEF 248 findings), the Commission has found that
two of the prescribed circumstances mentioned above exist.

The Commission has found that there is a situation in the market that makes
domestic selling prices for Chinese aluminium extrusions unsuitable for the purpose
of determining normal value.

Article 25 of the SCM Agreement requires that WTO members are to notify the WTO
of any specific subsidies (as defined in Articles 1 and 2) that are granted or
maintained within their territories.

29 Specifically the legislative changes apply in circumstances where the Parliamentary Secretary publishes a
notice under subsection 269 ZHG(1) of the Act to continue the measures concerned.
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The Annual Report of the Committee on Subsidies and Countervailing Measures (the
Committee) includes, in separate annexures to the Report, the status of notifications
by Members for relevant reporting periods on a biennial basis (reflecting the above
decision of the Committee that new and full notifications should be submitted every
two years). These reports are the primary source of information for the Commission
in making determinations regarding compliance with the subsidy notifications.

The Committee’s Report dated 3 November 2014 indicates that China has not
submitted new and full subsidy notifications since 2011.

Given these circumstances, the Commissioner notes that the Parliamentary
Secretary is not required to have regard to the desirability of fixing a lesser amount
of duty due to the operation of paragraphs 8(5BAAA)(a) and (c) and paragraphs
10(3DA)(a) and (c) of the Dumping Duty Act. However, this does not prevent the
Parliamentary Secretary from considering and applying the lesser duty rule, if
considered appropriate.

The Commissioner is considering recommending that the full dumping and subsidy
margins be applied to any interim dumping duty and interim countervailing duty taken
in relation to aluminium extrusions exported to Australia from China. The
Commissioner notes that notwithstanding his recommendation the Parliamentary
Secretary is not obliged to, but still may, consider applying a lesser amount of duty.
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9 PROPOSED RECOMMENDATIONS

9.1 Recommendation

The Commissioner proposes to recommend to the Parliamentary Secretary that:

e the anti-dumping measures relating to certain aluminium extrusions exported
to Australia from China be continued;

e in continuing the anti-dumping measures, the interim dumping duty and
interim countervailing duty rates determined by Review 248, once published,
remain in place. This will mean no change to the variable factors of export
price, normal value and subsidies as a result of the inquiry; and

e the full dumping and subsidy margins determined in Review 248 be applied to
any interim dumping duty and interim countervailing duty taken in relation to
aluminium extrusions exported to Australia from China. If the Parliamentary
Secretary chooses to accept this recommendation and not impose the lesser
duty rule, this means that a variable factor, the NIP, will be altered in that it will
have no future application.
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10 ATTACHMENTS

Attachment 1

Countervailable programs from Review 248

Confidential Appendix 1

Economic condition of the Australian industry

Confidential Appendix 2

Dumping margin calculations

Confidential Appendix 3

Subsidy calculations

Confidential Appendix 4

NIP calculations
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ATTACHMENT 1 - SUBSIDY PROGRAMS FROM REVIEW 248

Countervailable

for R&D

Program Program in relation to
Number EIGDAI S Ae Type the goods
(Yes/No)
Preferential tax policies for FIEs in the coastal
1 economic open areas and economic and Tax No
technological development zones
One-time Awards to Enterprises Whose Products
2 Qualify for ‘Well-Known Trademarks of China’ and Grant Yes
‘Famous Brands of China’
3 Provincial Scientific Development Plan Fund Grant Yes
4 Export Brand Development Fund Grant Yes
Matching Funds for International Market
. Development for SMEs e b
6 Superstar Enterprise Grant Grant Yes
7 gtreasre:frch & Development (R&D) Assistance Grant Yes
8 Patent Award of Guangdong Province Grant Yes
9 Training Program for Rural Surplus Labour Force Ciit Vs
Transfer Employment
Preferential Tax Policies for FIEs — Reduced Tax
10 Rate for Productive FIE’s scheduled to operate for Tax No
a period of not less than 10 years
Aluminium provided at less than adequate
L remuneration s L
Preferential tax policies for FIEs established in
16 Special Economic Zones (excluding Shanghai Tax No
Pudong area)
Preferential tax policies for FIEs established in
17 . Tax No
Pudong area of Shanghai
18 Preferential tax policies in the Western Regions Tax Yes
21 Tariff anq VAT Exemptions on Imported Materials Tak Yes
and Equipment
26 Innovative Experimental Enterprise Grant Grant Yes
29 SpemaI_Support Fund for Non-State-Owned Grant Yes
Enterprises
327 Venture Investment Fund of Hi-Tech Industry Grant Yes
Grants for Encouraging the Establishment of
35* Headquarters and Regional Headquarters with Grant Yes
Foreign Investment
Preferential lending programs — loans from
44* Chinese policy banks and state owned Loans No
commercial banks
45% Provision qf land use rights for less than adequate LTAR Ko
remuneration
46* Provision {_Jf electricity for less than adequate LTAR NG
remuneration
# Preferential tax policies for high and new
& technology enterprises Tax tes
48* Provincial Government of Guangdong tax offset i Vhas
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Countervailable

Program Proaram Name Program in relation to
Number g Type the goods
(Yes/No)

49" Exemption from city construction tax and Tak No
education tax for FIEs
Refund of land-use tax for firms located in the

50% Zhaoqging New and High Tech Industrial Tax No
Development Zone (ZHTDZ)

# Fund for SME bank-enterprise cooperation

51 projects Grant No

5o* Special fund for science and technology in Grant No
Guangdong

53¢ Provincial fund for fiscal and technological Grant No
innovation

54 Provincial loan discount special fund for SMEs Grant No

55* Ert;%chrit r:bate for mechanic, electronic, high tech Grarii No

56* E;(fBOCr)rE special fund for energy saving technology Cianit VG

57# fF:Jﬁ((;)G science and technology bureau project Girarit No

58* Development assistance grants from the ZHTDZ Grant Yes

5g* Provision of water for less than adequate LTAR No
remuneration

60* Provision c_)f natural gas for less than adequate LTAR No
remuneration

# Provision of heavy oil for less than adequate
61 remuneration LEAR bo
62" Currency undervaluation Other No

# - Denotes programs not previously countervailed in relation to aluminium extrusions.
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