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Dear Ms Robilliard

Importer's supplementary submission by General Electric International Inc (GE) regarding
ADC Case No 405 Investigation into the alleged dumping of certain wind towers exported
from the Socialist Republic of Vietnam

| refer to the submission made by Keppel Prince Engineering Pty Ltd (KPE) dated 30 August
2017. The following submissions, where relevant, supplement GE's submissions of 24 July 2017
(the 24 July submission).

1 KPE's claims regarding volume and capability capacity and efficiency

KPE has made a number of claims in response to GE's explanation of procurement
decisions made in relation to the Ararat project. These include, but are not limited to:

e That GE did not award the full volume of wind towers to KPE as 'it did not
consider that KPE would be able to produce the full amount in the required lead
time';

e That 'the allocation of a select number of towers...were not any part of the tender
process’ (sic);?

e That KPE had 'adequate capacity to produce the extra 40 towers and 75 TBR's
for Ararat'; and

e Various statements regarding other Australian wind energy projects for which
KPE has supplied wind towers.?

' KPE submission, dated 30 August 2017, 1.
2 KPE submission, dated 30 August 2017, 1.
5 KPE submission, dated 30 August 2017, 5-6.

page 1
General Electric International, Inc ABN 85 002 420 751
Incorporated with Limited Liability in Delaware USA
A Subsidiary of General Electric Company USA



GE does not dispute KPE's standing as a viable supplier of wind towers in the Australian
market and acknowledges that KPE has successfully supplied wind towers in the
Australian market prior to undergoing qualification by GE in relation to supply for the
Ararat project.

However, KPE's submissions on these points must be understood in the context of its
position in relation to the wind farm industry in Australia as a whole. In particular, KPE's
statements around its general manufacturing capability do not address the broader
concepts of capability, capacity and efficiency that are integral aspects of project-by-
project sourcing strategies and procurement processes undertaken by OEMs such as GE.
In this light, KPE's focus on manufacturing capability (and price) oversimplifies the
sourcing decision-making process.

As was noted in the 24 July submission, a range of commercial considerations are taken
into account by GE when evaluating prospective wind tower suppliers.* In particular, the
allocation of towers to particular suppliers is a commercial decision made by GE sourcing
teams taking into account the evaluation of prospective suppliers in relation to the specific
needs of the project and an assessment of associated commercial risks.

New suppliers present an elevated level of commercial risk to GE associated with high
instances of delay in production lead time, quality issues and specification deviations.
This was demonstrated by GE's experience with KPE in the context of supply of 35
towers for the Ararat project as set out in the 24 July submission, and evidenced by
information provided to the ADC following GE's verification visit.5

GE accepts that KPE may have preferred a scenario in which it secured 100% of supply
for the Ararat project. However, it is not helpful for KPE to opine as to how GE determines
risk allocation in supplier selection. Given that OEMs ultimately bear responsibility for on-
time delivery of a wind farm, it is legitimate for GE to arrange its sourcing of wind towers
and other componentry in a manner that minimises its exposure to the consequences of
failing to deliver a wind farm on time. GE understands that of the projects for which KPE
has supplied towers, only one OEM allocated KPE 100% of supply and that arrangement
was linked to a loan from the Clean Energy Finance Corporation.

Given KPE's status as a new GE supplier, allocation of 100% of supply for the Ararat
project to KPE would present an unacceptable distribution of commercial risk in
accordance with GE's sourcing strategies and its ability to source globally. Accordingly, it
is unrealistic for KPE to suggest that but for the impact of price competition with imported
goods (at allegedly 'dumped' prices) GE would have awarded all 75 towers and TBRs to
KPE. GE’s sourcing strategy with respect to KPE was to proceed with it as a potential
strategic party for the Australian market and not to overcommit KPE.

Further, GE submits that recent developments are relevant to GE and other OEMs'
consideration of the commercial risk and capability factors associated with the supply
chains of Australian tower manufacturers. In particular:

e KPE has recently lodged an application with the Comptroller-General Of Customs
(Comptroller General) for a Tariff Concession Order (TCO) with respect to
certain base sections for wind generator towers classified to Tariff Heading

* GE submission, dated 24 July 2017, 3 - 5.
® GE submission, dated 24 July 2017, 6.
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7308.90.00 (TC1761480).5 GE understands that the core criteria for making a
valid TCO application include a requirement that no substitutable goods are
produced in Australia in the ordinary course of business.” In making the
application, KPE is asserting to the Comptroller General that the subject goods
have not been produced in Australia on an ongoing or intermittent basis for the
past 5 years and there are no producers in Australia willing to accept an order to
supply these goods.

KPE's TCO application undermines the validity of the scope of goods under
consideration for the purposes of the present investigation — an issue that should
be investigated by the ADC in formulating its Statement of Essential Facts. It also
suggests that KPE are wholly reliant upon import sources for the manufacture of
base ring sections that meet the description provided in TC176480. For OEMs
such as GE that choose to source towers and base ring sections from the same
supplier, this creates added complexity and commercial uncertainty to KPE's
value chain. These issues are directly relevant to considerations of capacity and
capability.

2 Claims regarding the value-adding effects of specification deviation

KPE has referred to 'cost saving proposals' made to GE tower specifications in the
context of the Ararat project and other OEMs in relation to other Australian wind energy
projects. KPE have simultaneously characterised these proposals as evidence of KPE's
capability® and their approach to efficiency.?

It is accepted that KPE offered some alternative supply options to GE in the context of
Ararat (including alternative sub-suppliers of steel used in production and painting) to
reduce the unit cost offered for the Ararat project. However, GE submits that it is not
unusual for tower manufacturers to explore cost-savings that can be achieved through its
relationships with sub-suppliers and notes that CS Wind also demonstrated a willingness
to seek cost efficiencies through its sub-supplier management in order to present the
most cost competitive solution in the context of the Ararat project. Evidence of these
proposals submitted by KPE and CS Wind have been provided to the ADC.

GE is aware that there is a material delta between the manufacturing cost base of GE
towers and global tower manufacturers which has a correlative impact on relative price
competitiveness. It is in KPE's best interests that it attempts to identify variable costs
associated with the supply of towers that could be reduced. GE does not consider that
these actions demonstrate efficiency in KPE's production processes.

3 Pricing and price competition

KPE's submission makes various references to the relevance of price and price
competition in the context of GE's sourcing decisions. Most notably, GE notes that KPE
has claimed that it has ‘provided evidence to the Commission that if it were competing
against an un-dumped CS Wind price for Ararat KPE would have won all the 75 Towers

® TC 1761480,Commonwealth Gazette No. TC17/30, dated 12 July 2017.
"Per section 269C of the Customs Act 1901.

8 KPE submission, dated 30 August 2017,2, 3.

¢ KPE submission, dated 30 August 2017.6.
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and 75 TBR's available for tender given that the KPE price was lower than the CS Wind
un-dumped price".

This statement relies on the assumption that price is the determinative factor in GE's wind
tower sourcing decisions.

OEMs are responsible for delivering a cost effective total solution to project proponents
and, consequently, the composite costs to manufacture and supply wind towers for a
project will be a key consideration in sourcing decisions. A supplier's cost proposition is
taken into account in the context of other commercial considerations, including certainty of
supply, quality and timeliness.

It is unrealistic for KPE to suggest that the price delta between KPE and CS Wind was the
only barrier to KPE winning all 75 towers and TBRs for the Ararat project. Similarly, there
is no reasonable basis for KPE to suggest that if its prices were at parity or below import
sources GE would have awarded 100% of supply to a supplier who was, at the time, yet
to be qualified by GE and unfamiliar with producing GE towers. GE repeats its 24 July
submission in relation to material injury and causation on this point.

4 References to Boco Rock Wind farm

KPE has made reference to the Boco Rock wind farm project in its submissions to support
its various assertions regarding capability, efficiency and qualification.®

KPE has acknowledged that:

¢ the supply of wind towers for Boco Rock were awarded to Chinese suppliers and
did not involve competition with Vietnamese exporters

 wind tower sourcing decisions were made around August 2013 and,
consequently, the project was outside the Period of Investigation for the previous
investigation of alleged dumped wind towers from China.!!

On the basis of the above, the Boco Rock project bears no relevance to the current
investigation in relation to Vietnamese wind towers. Accordingly, the ADC should not have
regard to those aspects of KPE's submissions that refer to this project in formulating the
SEF.12

Without limiting the above claims regarding the relevance of this project, GE notes that
any link drawn between the alleged competitive dynamics of Boco Rock and Ararat is
unfounded in any event. As KPE has acknowledged, the dynamics of price and
competition between Chinese imported goods and domestic alternatives in relation to the
Boco Rock project (and the variable factors necessary to determine the extent to which
Chinese goods were or were not dumped) was not verified by the ADC in the context of
Investigation 221. The assertion that the findings made by the ADC in INV221 suggests
that the goods offered for supply in relation to Boco Rock were 'likely dumped''? is
conjecture and lacks any objective merit in the context of the present investigation.

9 KPE submission, dated 30 August 2017, 3 — 6.

" Investigation 221, Wind towers exported from China and Korea.
'2 Per subsection 269TDAA(2)(b) of the Customs Act 1901.

'* KPE submission, dated 30 August 2017, 7.
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5 Conclusion

KPE's recent submission contains factual inaccuracies and assumptions that do not
accurately reflect the commercial realities associated with wind tower sourcing decision
making generally, and the interaction between GE and KPE in relation to the Ararat
project specifically.

GE would be happy to assist the Commission with further queries in relation to any of the
additional information provided in this submission.

Yours sincerely,

\ﬁ/@/‘ |

page 5



