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1 BACKGROUND

On 8 June 2017, the Commissioner of the Anti-Dumping Commission (the Commissioner)
gave public notice of his decision to initiate an investigation in respect of the alleged
dumping of wind towers (the goods) exported from The Socialist Republic of Vietnam
(Vietnam). Anti-Dumping Notice (ADN) No. 2017/78 provides further information on the
investigation and is available on the Commission’s electronic public record (EPR) at
www.adcommission.gov.au.

Following the initiation of the investigation, the Commission wrote to the Australian arm of
General Electric International Incorporated (GE) inviting GE to cooperate with the
investigation. GE responded to the Commission’s invitation and completed the importer
guestionnaire and relevant attachments.

1.1 Import context

GE does not sell wind towers but purchases wind towers for use in constructing wind
farms. The wind farms are constructed by GE as turnkey power generation projects.

GE does not sell wind towers (except as part of a wind farm) and so the verification task
did not include verifying downstream sales or assessing the profitability of downstream
sales.

The Australian industry has previously tendered to supply wind towers to GE and so the
verification team sought information from GE concerning its tender processes, in particular
the verification team sought to understand why GE purchased wind towers from Vietnam
rather than from the Australian industry.
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2 IMPORTS

2.1 The goods

The verification team confirmed that GE imported goods during the investigation period
matching the description of the goods that are the subject of the application.

2.2 Verification of importation costs

The verification team verified the accuracy of importation costs listed by GE in its response
to Part B of the questionnaire to the source documents in accordance with ADN 2016/30.

The verification team noted the following issues in relation to GE’s importer questionnaire
response:

e The inland transport charges did not match the source documents; and
e GST was included in wharf storage costs for one of the shipments.

The verification team advised GE about the issues it identified prior to visit. GE revised its
importer questionnaire response to rectify these issues and provided the verification team
with an amended importer questionnaire response at the verification visit. The details in
relation to these issues are explained below.

Details of the verification are contained in Confidential Attachment 1.
2.2.1 Inland transport charges

At the verification visit, GE explained that its joint venture partner in the Ararat project,
Downer Engineering, which dealt with inland transportation of wind towers received
invoices for the transportation of the whole project. GE explained it re-assessed its
approach in allocating these costs to wind towers and how it re-calculated its inland
delivery cost allocation to wind towers. The verification team observed that GE’s new
allocation methodology appropriately apportioned total inland transportation costs to wind
tower components and was satisfied with the accuracy of the inland transport charges in
the revised importer questionnaire response. As a result of this exercise, GE updated the
costs allocated for the inland transportation of wind tower components in its revised
importer questionnaire response.

2.2.2 GST in wharf storage costs

GE confirmed that it had inadvertently included GST in wharf storage costs for one of the
shipments. The verification team noted that this issue was rectified in GE’s revised importer
guestionnaire response and verified that the wharf storage costs reconciled with the source
documents.

2.3 Forward orders

GE explained that it did not enter into any forward orders during the investigation period for
the goods.
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2.4 The importer

The visit team considers that GE is the beneficial owner of the goods at the time of
importation and is therefore the importer.

2.5 The exporter

Subject to further inquiries, the verification team considers that Korea based CS Wind
Corporation (CS Wind Korea) is the exporter of the goods. CS Wind Korea exports wind
towers from Vietnam by means of its subsidiary CS Wind Vietham Limited Liability
Company (CS Wind Vietnam).

The Act does not define the term “exporter”. The Commission will usually identify the
exporter as a principal in the transaction, located in the country of export from where the
goods were shipped, that gave up responsibility by knowingly placing the goods in the
hands of a carrier, courier, forwarding company, or its own vehicle for delivery to Australia;
or a principal in the transaction, located in the country of export, that owns, or previously
owned, the goods but need not be the owner at the time the goods were shipped. CS Wind
Korea is not located in Vietnam, however, invoices and purchase orders provided to the
verification team demonstrate that it is the principal in the transaction with GE and directs
CS Wind Vietnam to supply on its behalf.

2.6 Related party suppliers

The verification team found no evidence to suggest that CS Wind Korea is related to GE;
accordingly the verification team considers that the exporter is not a related party to the
importer.

2.7 Arms length

In respect of the transaction between GE and CS Wind Korea, concerning imports of the
goods to Australia by GE during the investigation period, the verification team found no
evidence that:

e there was any consideration payable for, or in respect of, the goods other than its
price; or

e the price was influenced by a commercial or other relationship between the buyer,
or an associate of the buyer, and the seller, or an associate of the seller; or

e the buyer, or an associate of the buyer, was directly or indirectly, reimbursed,
compensated or otherwise received a benefit for, or in respect of, whole or any part
of the price.

The verification team considers that the sales of the goods (as between GE and CS Wind
Korea) imported to Australia by GE during the investigation period were arms length
transactions.?!

1 Section 269TAA of the Act outlines the circumstances in which the price paid or payable shall not be treated as being
at arms-length.
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3 Ararat Wind Farm Project

3.1 Background

The Ararat Wind farm project is the only project that GE initiated during the investigation
period. It is located approximately 180km northwest of Melbourne near Ararat in Victoria
consisting of 75 wind turbines. In 2015, GE initiated a request for proposal process for the
purchase of wind towers for the project. This process resulted in Keppel Prince
Engineering Pty Ltd (Australian industry) winning a contract for 35 of the wind towers, and
CS Wind Korea LLC winning a contract for 40 wind towers and 75 tower base rings
(TBRs) which was manufactured and shipped by CS Wind Vietnam.

3.2 Request for Proposal Process

The verification team were provided evidence that GE operated a request for proposal
process for the supply of wind towers to GE’s Ararat wind farm project during the
Commission’s investigation period.

GE assessed applicants for the Ararat project under strict qualification criteria.

GE discussed price comparisons for the proposal process. The verification team was
advised that these were based on comparisons with GE’s database of what all inputs
should cost based on its experience in various regions. This forms GE’s ‘should-cost’
model. Pertinent to the investigation is GE’s statements concerning the target price that
KPE were requested to meet in order to receive a purchase order. GE advised that this
target price was based on its ‘should-cost model’ and in the course of a regular business
negotiation strategy rather than a comparison with CS Wind’s price.

GE maintained that the ability to deliver on time and to the required quality was of greater
importance in GE’s decision making for the Ararat wind farm than price considerations.

3.3 Qualification process

GE maintains a qualification process for suppliers. This is a two part qualification process.
The qualification criteria required a Supplier Quality Engineer to visit and assess the new
supplier for capacity, quality and price-competitiveness in the global market. If the supplier
meets this criteria its bids are evaluated and if successful the supplier is awarded a
purchase order. This process is then followed by a First Piece Qualification. It is GE’s
standard practice globally to perform a commodity assessment of all new potential tower
suppliers.

GE also stated that it was always risky to work with a new supplier because most new
suppliers underestimate the amount of effort involved. It is for this reason that GE will not
give a new supplier a whole contract. GE indicated that as KPE was a new supplier it was
not in the running for all of the contract. As supporting evidence of this it provided
correspondence from KPE indicating that it was only asked to bid for 30-33 towers in
January 2015.
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GE stated that it took a calculated risk by sharing close to 50 per cent of the tower order
with a local supplier although the supplier had not worked with GE previously.

3.4 Quality and timeliness considerations and Standard Deviation
Requests (SDR)

During the verification visit, GE discussed issues that it experienced with delays in KPE
meeting pre-qualification requirements, delays in non-destructive testing and delays in the
supply of the wind towers to schedule. GE provided supporting email correspondence
concerning these delays. The verification visit team observes that the delays and concerns
pertaining to quality are after the tender decision was made.

A factor that GE claims was relevant to its decision to award 40 towers and 75 TBRs to
CS Wind was capacity. In its submissions to the Commission, GE stated that it had
concerns pertaining to KPE’s capacity to supply if it was awarded the full Ararat contract.
During the meeting the verification team requested further reasons for this concern together
with evidence of this. GE advised that due to the number of lines available to CS Wind it
was possible for it to run multiple lines simultaneously if it was required in order to meet
tight timeframes. No further information or evidence was provided by GE to support this
requirement for the Ararat project.

However, during the meeting GE maintained that it would not have given the full contract
for the Ararat wind farm to a new supplier, such as KPE.
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4 RECOMMENDATIONS

The verification team are of the opinion that for the goods imported by GE:

e the goods have been exported to Australia otherwise than by the importer;
e the goods have been purchased by the importer from the exporter; and
e the purchases of the goods by the importer were arms length transactions.

Subject to further inquiries with the exporter, the verification team recommends that the
export price for the goods imported by GE from the exporter can be established under
S.269TAB(1)(a) of the Customs Act 1901, the price paid or payable by the importer, less
costs arising after exportation. In particular, the verification team considers that the export
price should be determined as the FAS price paid by GE to the exporter plus the cost of
loading the goods.
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5 ATTACHMENTS

Confidential Attachment 1 Verification Work Plan
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