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Guang Ya Aluminium

Guang Ya Aluminium Industries Co Ltd

Guangdong Zhongya Guangdong Zhongya Aluminium Co Ltd
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Kam Kiu Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd
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P&O Aluminium P&O Aluminium (Melbourne) Pty Ltd ()
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P&O Perth P&O Aluminium (Perth) Pty Ltd
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SOE State Owned Enterprises

The Act Customs Act 1901 (Cth)

the applicant PanAsia Aluminium (China) Co., Ltd

the Commission the Anti-Dumping Commission

the Commissioner the Commissioner of the Anti-Dumping Commission

the goods Certain Aluminium Extrusions as described in section 3.3

the Parliamentary Secretary | the Parliamentary Secretary to the Minister for Industry and
Science

The Regulations Customs (International Obligations) Regulation 2015 (Cth)

TMRO Trade Measures Review Officer

ushD United States Dollar

USP Unsuppressed selling price

WTO World Trade Organisation

SEF 248 Certain Aluminium Extrusions — China




PUBLIC RECORD

1. SUMMARY AND RECOMMENDATIONS

1.1. Summary

This review is in response to an application lodged by PanAsia Aluminium (China) Co.,
Ltd (PanAsia) to review the anti-dumping measures as they apply to exports to Australia
of certain aluminium extrusions?! from the People’s Republic of China (China).

The application was based on a change in the variable factors. The variable factors
relevant to the review are the normal value, export price, non-injurious price (NIP) and the
amount of countervailable subsidy received in respect of the goods. The application
states that the normal value, export price and the amount of countervailable subsidy
received in respect of the goods have changed. A key reason for PanAsia’s application
relies on the relative change between the prices for primary aluminium offered on the
London Metal Exchange (LME) and Shanghai Future Exchange (SHFE).

In relation to the PanAsia it received its own dumping duty rate after the then Minister for
Home Affairs published a notice on 28 October 2010 which specified dumping and
countervailing duty applying to aluminium extrusions exported to Australia from China.
Notification of the Minister's decision was given in Australian Customs Dumping Notice
No. 2010/40.

Although the application for this review was made by PanAsia, the change in
circumstances upon which PanAsia’s application commenced was found to be common
to all exporters. The Commission considered it appropriate to extend the review to ensure
the change to the measures applied to all exporters.

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
(Parliamentary Secretary)?.

1.2. Proposed recommendation

The Commissioner proposes to recommend to the Parliamentary Secretary that the
dumping duty notice and countervailing duty notice have effect in relation to all exports
from China as if different variable factors had been ascertained.

1.3. Final report

The Commissioner’s final report and recommendations must be provided to the

Parliamentary Secretary by 13 July 2015 or within such longer period as the
Parliamentary Secretary allows.

1 Refer to the full description of the goods in section 3.3 of this report.

2 The Minister for Industry and Science has delegated responsibility for anti-dumping matters to the
Parliamentary Secretary, and accordingly, the Parliamentary Secretary is the relevant decision-maker for
this review of anti-dumping measures.
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2. BACKGROUND

2.1. Initiation

On 2 May 2014, PanAsia lodged an application requesting a review of the anti-dumping
measures as they apply its own exports of aluminium extrusions to Australia from China
under Division 5 of Part XVB of the Customs Act 1901 (the Act)3. PanAsia claims that
certain variable factors relevant to the taking of the anti-dumping measures have
changed.

The Commission examined the application and the Commissioner of the Anti-Dumping
Commission (Commission) decided not to reject the application. A key element in
PanAsia’s application was centred on the relationship between the primary aluminium
price benchmarks that were relied upon in the original investigation.

In the original investigation initiated by Capral Aluminium Limited (Capral) the price
benchmarks referenced were the SHFE and the LME. In broad terms it was found that
primary aluminium purchased from State Owned Enterprises (SOEs) by PanAsia and
other exporters were at prices that were equivalent to the SHFE benchmark. It was further
found in the original investigation that primary aluminium was provided at less than
adequate remuneration and countervailable and was not a reflection of a competitive
market cost for dumping purposes. The original investigation did not make a finding
formal finding of a market situation.

The outcome of the original investigation resulted in a finding that PanAsia and other
exporters had received a benefit in the form of goods provided at less than adequate
remuneration. The measure of the benefit received relied on the observation that the LME
benchmark prices were higher than the SHFE prices. The variance between the two was
applied to the actual prices paid by the exporters for their primary aluminium for the
purposes of determining a constructed normal value, determining sales in the ordinary
course of trade and the amount of subsidy received under Program 15.

PanAsia’s review of measures application cites the change in the two benchmark levels
which is now appear to now indicate that LME prices are higher than SHFE prices. On
this basis, PanAsia has made the claim that it is no longer receiving a countervailable
subsidy in relation to its primary aluminium purchases and prices for primary aluminium in
China reflect a competitive market.

Anti-Dumping Commission Consideration Report 248 contains the Commission’s
assessment of PanAsia application. PanAsia’s grounds for claiming it no longer receives
a countervailable subsidy in relation to its primary aluminium was found to be reasonable
to determine that the amounts of countervailable subsidy ascertained for PanAsia had
changed.

3 All references to legislation in this report are references to the Customs Act 1901, unless otherwise
specified.
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2.2. Extending the review to include all exporters

Subsection 269ZC(4)(b) of the Act provides that if the Commissioner decides not to reject
an application for review of anti-dumping measures, the Commissioner may, if he or she
considers that the review applied for should be extended to include any additional matter,
recommend to the Parliamentary Secretary that the review be extended accordingly.

As the change in circumstances upon which PanAsia’s application for review of anti-
dumping measures would be commenced (a change in the relationship between the
SHFE and the LME) is common to all Chinese aluminium manufacturers, the Commission
considered that it would be appropriate to the review to ensure that any changes to the
measures are applied to all Chinese across all exporters of aluminium extrusions from
China. Prior to initiation of the review, the Parliamentary Secretary requested the
Commissioner to extend the review to all exporters.

On 12 June 2014, the Commissioner initiated a review of the anti-dumping measures in
respect of aluminium extrusions exported from China by all exporters. The review is
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. Notification of the initiation of the review was made in The Australian newspaper
on 12 June 2014 and Anti-Dumping Notice (ADN) 2014/46. The review period for the
purpose of this review is from 1 April 2013 to 31 March 2014.

2.3. Previous cases
Dumping and countervailing Investigation 148 (2009)

On 24 June 2009, following an assessment of an application made by Capral Limited, the
Australian Customs and Border Protection Service (ACBPS) initiated investigations into:

e the alleged dumping of certain aluminium extrusions exported to Australia from
the China; and,

e the alleged subsidisation of certain aluminium extrusions exported to Australia
from China.

The anti-dumping measures were initially imposed by public notice on 28 October 2010
by the then Attorney-General following consideration of Trade Remedies Branch Report
No. 148 (REP 148).

In REP 148, in relation to dumping, ACBPS concluded that:

e aluminium extrusions exported from China to Australia was dumped with margins
between 2.7% and 25.7%;

e that aluminium extrusions exported from China was subsidised during the
investigation period. The subsidy margins ranged from 3.8 to 18.4%.

e the dumped and subsidised exports caused material injury to the Australian
industry producing like goods; and

e continued dumping and subsidisation may cause further material injury to the
Australian industry.
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The ACBPS found that the combined dumping and subsidy margin for PanAsia was
10.1%.

The Minister accepted the recommendations contained in Report 148, including the
reasons for the recommendations, the material findings of fact on which the
recommendations were based, and the evidence relied on to support those findings.

The current measures are applicable to all exporters from China with the exception that
interim dumping duties and countervailing duties do not apply to Tai Ao Aluminium Tai
Shan Co., Ltd (Tai Ao) and interim dumping duties do not apply to Guangdong Zhongya
Aluminium Company Limited.

Reinvestigation 175 (2011)

Following a review by the former Trade Measures Review Officer, ACBPS conducted a
reinvestigation into certain findings made in REP 148. International Trade Remedies
Branch Report No. 175 sets out the findings affirmed and new findings made by ACBPS
as a result of the reinvestigation.

To give effect to this decision the then Attorney-General published new notices under
section 269ZZM of the Act. These notices, which came into effect on 27 August 2011,
replaced the dumping and countervailing duty notices published on 28 October 2010.

With the exception of Tai Ao, the Minister published a dumping duty notice imposing
dumping duties on the goods exported to Australia from China and a countervailing duty
notice imposing countervailing duties on the goods exported to Australia from China
(excluding Tai Ao) in The Gazette and The Australian on 3 July 2012.

Federal Court Proceedings September 2013

In the Federal Court proceedings, two exporters, Tai Shan City Kam Kiu Aluminium
Extrusion Co Ltd (and its related companies Kam Kiu Aluminium Products SDN BHD and
Kam Kiu (Australia) Pty Limited) (Kam Kiu) and PanAsia (and its related company OPAL
(Macao Commercial Offshore) Limited (formerly known as PanAsia (Macao Commercial
Offshore) Limited)) (OPAL Macao), applied to the Federal Court for judicial review of the
Attorney-General's decision based on International Trade Remedies Branch Report No.
1754.

The Federal Court judgment, dated 4 September 2013, held that the Attorney-General
had no power to vary the dumping and countervailing duty notice to impose anti-dumping
measures for aluminium extrusions by finish. The effect of the decision was that the rates
of dumping and countervailing duty against the applicants, Kam Kiu and PanAsia, had to
be amended and these changes were applied retrospectively from 27 August 2011.

For the purpose of this review, the original notice is the dumping and countervailing duty
notice published on 28 October 2010 as amended by the reinvestigation by ACBPS, and
the Federal Court decision®.

4 Anti-Dumping Notice 2013/80.
5 Anti-Dumping Notice 2010/40.
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Review of anti-dumping measures Case 186 (2012)

On 2 November 2012, a notice was published declaring the outcome of a review of the
anti-dumping measures as they apply to a single exporter, Wuxi Xisha Photoelectric
Aluminium Products Co. Ltd. International Trade Remedies Branch Report No. 186 refers.

Review of anti-dumping measures Case 229 (2013)

On 8 May 2014, the Parliamentary Secretary to the Minister for Industry (Parliamentary
Secretary) published a notice following 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.

Anti-circumvention inquiry Case 241 (2014)

On 19 February 2015, a notice was published declaring 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. The findings and
recommendations are contained in the report to the Parliamentary Secretary in Anti-
Dumping Commission Report No.241 (REP 241).

In this inquiry, for certain aluminium extrusions applying to exports from PanAsia, under
subsection 269ZDBH(1) of the Act, the Minister declared that for the purposes of the Act
and the Customs Tariff (Anti-Dumping) Act 1975 (the Dumping Duty Act), a different
variable factor (a new ascertained export price) be applied to in relation to the original
dumping and countervailing duty notices published under subsection 269TG(2) and
subsection 269TJ(2) of the Act.

The key outcome of the inquiry determined that exports from PanAsia were being sold by
the Australian importers at a price which was not commensurate with the total amount of
duty payable. This was supported by the Commission’s finding that the goods subject to
dumping and countervailing duty were being sold at a loss.

The declaration to alter the original notice resulted in the dumping margin on exports from
PanAsia increasing from 10.1% to 57.6%. During the course of the anti-circumvention
inquiry, which was initiated on 14 April 2014, PanAsia applied for the review of measures
the subject of this report.

2.4. Review process
If anti-dumping measures have been taken in respect of certain goods, an affected party

who considers it may be appropriate to review those measures as they affect a particular
exporter or exporters generally may apply for a review of those measures if one or more

SEF 248 Certain Aluminium Extrusions — China
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of the variable factors have changed.é The Parliamentary Secretary may also request that
the Commissioner initiate a review at any time.”

A review application may not be lodged earlier than twelve months after publication of the
notice implementing the original anti-dumping measures or the notice(s) declaring the
outcome of the last review.8

If an application for a review of anti-dumping measures is received and not rejected, the
Commissioner has up to 155 days, or such longer time as the Parliamentary Secretary
may allow, to conduct a review and report to the Parliamentary Secretary on the review of
the measures. Within 110 days of the initiation, or such longer time as the Parliamentary
Secretary may allow, the Commissioner must place on the public record an SEF on which
he proposes to base recommendations to the Parliamentary Secretary concerning the
review of the anti-dumping measures.

In making recommendations in his final report to the Parliamentary Secretary, the
Commissioner must have regard to®:
e the application for a review of the anti-dumping measures;

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

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

The Commissioner may also have regard to any other matter considered to be relevant to
the inquiry.

During the course of a review, the Commission will examine whether the variable factors
have changed. Variable factors in this particular review are a reference to:

e the ascertained export price;
e the ascertained normal value; and
e the NIP.

At the conclusion of a review of anti-dumping measures, the Commissioner must provide
a final report that makes a recommendation to the Parliamentary Secretary that the
dumping duty notice and/or countervailing notice':

e remain unaltered; or

6 5 269ZA(1).

7 s 269ZA(3)(b).

8 5 269ZA(2)(a).

9 5. 269ZDA(3)

10 5 269zDA(1)(a).
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e be revoked in its application to a particular exporter or to a particular kind of goods
or revoked generally, or

e have effect, in relation to a particular exporter or to exporters generally, as if
different variable factors had been ascertained.

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

2.5. Sampling

On 11 July 2014 the Commission published a reportll to outline the its sampling
approach under section 269TACAA of the Act. The report outlined the Commission’s
consideration and assessment of the need to limit the examination of exportations to
‘selected exporters’.

Section 269TACB of the Act and the Anti Dumping Agreement (Article 6.10) sets out a
basic rule that an individual margin of dumping will be determined for each exporter
involved in an investigation.

An exception to determining an individual dumping margin for each exporter arises when
there is a large number of them — as provided for in s.269TACAA of the Act. It states that
where the number of exporters from a particular country of export in relation to the
investigation, review or inquiry is so large that it is not practicable to examine the exports
of all of those exporters, then the investigation, review or inquiry may be carried out, and
findings may be made, on the basis of information obtained from an examination of a
selected number of those exporters:

e Wwho constitute a statistically valid sample of those exporters; or

e who are responsible for the largest volume of exports to Australia that can
reasonably be examined.

In considering whether this review should be limited to a smaller number of exporters, the
Commission took into account:

e the large number of suppliers/exporters from China;

e the large number of exporters likely to submit completed questionnaires; and

e the current and foreseeable investigative workload of the Commission in other
investigations and the resources available to examine exporters of aluminium
extrusions.

In these circumstances, the Commission considered it appropriate to limit the number of
exporters to a sample of exporters to ensure the review is manageable and completed
within a reasonable timeframe.

11 Case 248 EPR Item No.13
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The sampling report describes three categories of exporters and how the dumping and
subsidy margins will be calculated for each category. The three categories are described
below

1. Selected Exporters - the Commission decided to investigate the exportations of
five ‘selected exporters’ of aluminium extrusions from China. These ‘selected
exporters’ are the largest exporters of the goods to Australia during the
investigation period and represent approximately 85% of the total import volume of
aluminium extrusions from China.

2. Residual Exporters - As a consequence of limiting the examination of exportations
to the ‘selected exporters’, exporters who responded to a PIR will fall within the
definition of ‘residual exporters’. For residual exporter who completed an exporter
guestionnaire, the Commission may examine that exporter’s exportations and as a
result determine an individual dumping margin for them, unless to do so would
prevent the timely completion of the review.

3. Uncooperative Exporters - An uncooperative exporter is defined as an exporter
that did not provide information considered to be relevant to the review, or an
exporter that significantly impeded the review.

Responses to the PIR and Exporter Questionnaire responses

The sampling report follows on from the outcome of a preliminary information request
(PIR) process that targeted suppliers whose exports to Australia exceeded one metric
tonne over the review period.

The Commission received 28 responses to the PIR process. Out of the list of exporters
who responded to the PIR, nine (9) exporters listed below lodged exporter questionnaire
responses.

e Foshan Jma Aluminium Company Limited

e Fujian Minfa Aluminium Inc

¢ Guang Ya Aliminium Industries Co Ltd

e Guangdong Jinxiecheng Al Manufacturing Co Ltd

e Guangdong Jma Aluminium Profile Factory (Group) Co Ltd

e Guangdong Zhongya Aluminium Co Ltd

e Panasia Aluminium (China) Co Ltd

e Press Metal International Ltd

e Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd

Selected Exporters

All of the exporters who are classified as ‘selected exporters’ have cooperated with the
review. The following exporters are considered the ‘selected exporters’ for the purpose of
the review.

e Guang Ya Aluminium Industries Co Ltd

SEF 248 Certain Aluminium Extrusions — China
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Guangdong Zhongya Aluminium Co Ltd (Countervailing only)
Panasia Aluminium (China) Co Ltd

Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd12

Kam Kiu Aluminium Products Sdn Bhd.

Cooperating Residual Exporters

The Commission identified the following 23 exporters as ‘residual exporters’ having
completed a PIR and indicating to the Commission that they were prepared to cooperate
with the review.

100 Door Window and Curtain Wall (Guangdong) Co., Ltd
Air Comfort System Co

Avangarde Ceramiche

Chander Trading Co Ltd

Clenergy (Xiamen) Technology Co Ltd

Fletcher Aluminium

Foshan City Nanhai Yongfeng Aluminium Co Ltd

Foshan JMA Aluminium Co Ltd

Foshan Yuelin Import and Export Co., Ltd

Fujian Minfa Aluminium Inc

Guangdong Huachang Aluminium Factory Co Ltd
Guangdong Jinxiecheng Al Manufacturing Co Ltd
Guangdong JMA Aluminium Profile Factory (Group) Co Ltd
Guangdong Weiye Aluminium Factory Group Co Ltd
Guangdong Xinfa Aluminium Co Ltd

Guangzhou Jangho Curtain Wall System Engineering Co Ltd
Guangzhou Parkson Logistics Services Co Ltd

Jangho Curtain Wall Hongkong Limited

Press Metal International Ltd

Silver 100 Aluminium Innovation (Guangdong) Limited
Suzhou Rizhongtian Aluminium Co Ltd

Zhaoging Xinlianchang Metal Corporation Ltd

12 Tai Shan City Kam Kiu Aluminium Extrusions Co Ltd and Kam Kiu Aluminium Products Sdn Bhd are
related entities. As such they will be treated as a single entity for the purpose of determining an export price
and normal value.
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e Zhaoquing Jin Zhong Cai Aluminium Industrial Limited

From the initial listing of 23, the following five ‘residual exporters’ submitted exporter
guestionnaire responses.

e Foshan Jma Aluminium Company Limited

¢ Fujian Minfa Aluminium Inc

e Guangdong Jinxiecheng Al Manufacturing Co Ltd

e Guangdong Jma Aluminium Profile Factory (Group) Co Ltd
e Press Metal International Ltd

Uncooperative and all other exporters

The Commission considers that the exporters who are not identified as either a ‘selected
exporter’ or ‘residual exporter’ are for the purpose of this review considered as being
either uncooperative or in the all other exporters category. For uncooperative and all other
exporters, the Commission will establish export prices and normal values under
subsections 269TAB(3) and subsection 269TAC(6) respectively, having regard to all
relevant information.

Exporters who have not been identified in this review and are subject to the
uncooperative and all other rate may be entitled to seek an individual dumping and
subsidy margin by applying for an accelerated review under Division 6 of the Act.

2.6. Responding to this SEF

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

This SEF represents an important stage in the investigation. 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.

Interested parties have 20 days to respond to the SEF. The Commissioner will consider
these responses in making his final report to the Parliamentary Secretary. The report will
recommend whether or not the dumping duty notice and countervailing duty notice should
be varied, and the extent of any interim duties that are, or should be, payable.

Responses to this SEF should be received by the Commissioner no later
than 18 June 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 report to the Parliamentary
Secretary.

The Commissioner must report to the Parliamentary Secretary by 13 July 2015.

Submissions should preferably be emailed to operations3@adcommission.gov.au.

SEF 248 Certain Aluminium Extrusions — China
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Alternatively, they may be sent to fax number 1300 882 506 or +61 3 8539 2418 (outside
Australia) or mailed to:

Director Operations 3
Anti-Dumping Commission
Level 35

55 Collins Street
MELBOURNE VIC 3000
AUSTRALIA

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 www.adcommission.gov.au.

The Public Record contains non-confidential submissions by interested parties, the non-
confidential versions of the Commission’s visit reports and other publicly available
documents. Physical copies of the Public Record can be viewed by request at the
Commission’s Melbourne office (phone 1300 884 159 to make an appointment) or online
at www.adcommission.gov.au.

Documents on the Public Record should be read in conjunction with this SEF.

SEF 248 Certain Aluminium Extrusions — China
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3. THE GOODS AND LIKE GOODS

3.1. Finding

The Commission considers the Australian industry produces aluminium extrusions that
have characteristics closely resembling those of the goods under consideration, and
therefore, aluminium extrusions manufactured by the Australian industry are considered
like goods™.

3.2. Legislative framework

The Commissioner must be satisfied that the “like” goods are in fact produced in
Australia. Subsection 269T(2) of the Act specifies that for goods to be regarded as being
produced in Australia, they must be wholly or partly manufactured in Australia. In
accordance with s. 269T(3) of the Act, for the goods to be considered as partly
manufactured in Australia, at least one substantial process in the manufacture of the
goods must be carried out in Australia.

3.3. 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 the findings of the original investigation in Final Report 148, this review
has also relied upon the information shown in Table 1 in its assessment of like goods.

13 |n terms of s.269T.
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<GUC > < Non GUC >
1 2 3 4 5 6 7
Aluminium | Aluminium Aluminium Aluminium Unassembled | Intermediate Fully assembled
extrusions | extrusions extrusions extrusions products or partly | finished
with  minor | that are | that are | containing assembled products
working parts themselves | aluminium products containing
intended for | finished extrusions, containing aluminium
use in | products e.g. ‘kits’ that aluminium extrusions
intermediate at time of extrusions
or finished import
products comprise all
necessary
parts to
assemble
finished
goods
< Examples >
Mill  finish, | Precision Aluminium Carpet Shower frame | Unglazed Windows, doors
painted, cut, extrusions liner, fence | kits, window | window or
powder machined, designed for | posts, heat | kits, door frames
coated, punched or | usein adoor | sinks unassembled
anodised, drilled or window unitised
or aluminium curtain walls
otherwise extrusions
coated
aluminium
extrusions

Table 1 - Goods under Consideration

3.4. Tariff classification

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

7604.10.00/06
7604.21.00/07
7604.21.00/08
7604.29.00/09
7604.29.00/10
7608.10.00/09
7608.20.00/10
7610.10.00/12
7610.90.00/13

non alloyed aluminium bars, rods and profiles;

aluminium alloy hollow angles and other shapes;
aluminium alloy hollow profiles;

aluminium alloy non hollow angles and other shapes;
aluminium alloy non hollow profiles;

non alloyed aluminium tubes and pipes;

aluminium alloy tubes and pipes;

doors, windows and their frames and thresholds for doors
Other

Table 2 —aluminium extrusions tariff classifications

3.5. Like goods produced by the Australian industry

During the original investigation, ACBPS found that:
e there was an Australian industry producing like goods;

e a substantial process of manufacture was carried out in Australia in

producing the like goods;
e the like goods were wholly manufactured in Australia; and
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e there was an Australian industry consisting of four Australian companies
that produce like goods in Australia.

The Commissioner remains satisfied that there is an Australian industry producing like
goods.

3.6. Like goods produced by the exporters.
During the original investigation, ACBPS found that aluminium extrusions sold on the
domestic market in China by PanAsia possesses similar physical characteristics and

manufacturing processes and is commercially and functionally substitutable with
aluminium extrusions exported to Australia.

SEF 248 Certain Aluminium Extrusions — China
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4. VARIABLE FACTORS — DUMPING NOTICE

4.1. Finding

The Commissioner finds that the variable factors relevant to the determination of duty
payable under the Dumping Duty Act have changed.

4.2. Exporter questionnaire responses

The Commission sent exporter questionnaires to 25 exporters who responded to the
Commission’s PIR process. Exporter questionnaire responses were due on 18 August
2014. Consistent with the Commission’s sampling approach outlined in section 2.5, five of
these exporters were selected for verification. All five selected exporters lodged
guestionnaires by the due date.

The remaining exporters who responded to the PIR were classified as residual exporters.
The Commission received questionnaire responses from five residual exporters by the
due. The Commission’s sampling report indicated that residual exporters who completed
a questionnaire would be examined unless to do so would prevent timely completion of
the review. The Commission ability to examine the questionnaire responses lodged by
residual exporters was contingent on a number of factors;

e the level of cooperation from the five ‘selected exporters’;

e the number of ‘residual exporters’ seeking an individual dumping margin
determination; and

e the available resources within the Commission to undertake either on-site or
remote verification.

Whilst the Commission initially indicated it may examine the questionnaire responses
received from residual exporters, the circumstances of the case have precluded the
Commission from being able to do so. The approach to calculating the residual exporters
export price and normal value is outlined in the following sections.

All other exporters of aluminium extrusions from China that were not identified as either a
selected or ‘residual exporter’ are considered to have not cooperated with the review. The
exception to this was where an exporter provided a completed response to the exporter
guestionnaire by 18 August 2014. An exporter not identified as a ‘selected exporter’ or
‘residual exporter’ has been considered an uncooperative exporter.

4.3. Export price

The following outlines the export prices determined for each selected exporter, residual
exporters and all other exporters.

4.3.1. Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd (Kam Kiu Aluminium
Products Sdn Bhd)

The Commission conducted on site verification at Kam Kiu in China in January 2015. A
copy of the visit verification report can be obtained on the case public record at Item 51.
SEF 248 Certain Aluminium Extrusions — China
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Verification of Kam Kiu’'s exporter questionnaire found;

that the goods have been exported to Australia otherwise than by the
importer;

that the goods have been purchased by the importer from the exporter; and
the purchases of the goods were arms’ length transactions.

Accordingly, export prices for Kam Kiu have been established under subsection
269TAB(1)(a) of the Act being the price paid or payable by the importer less any part of
the price that represents a charge in respect of transport of the goods or in respect of any
other matter arising after exportation.

4.3.2. Guangdong Zhongya Aluminium Co Ltd

The Commission conducted on site verification at Guangdong Zhongya in China in
January 2015. A copy of the visit verification report can be obtained on the case public
record at Item 52.

Verification of Guangdong Zhongya'’s exporter questionnaire found;

that the goods have been exported to Australia otherwise than by the
importer;

that the goods have been purchased by the importer from the exporter; and
the purchases of the goods were arms’ length transactions.

Accordingly, export prices for Guangdong Zhongya have been established under
subsection 269TAB(1)(a) of the Act being the price paid or payable by the importer less
any part of the price that represents a charge in respect of transport of the goods or in
respect of any other matter arising after exportation.

4.3.3. PanAsia

On site verification was conducted at PanAsia in China during February 2015. A copy of
the visit verification report can be obtained on the case public record at Item 53.

Based on the information available at the visit, the Commission found no evidence that;

e there is any consideration payable for in respect of the goods other than price;

e the price is 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, will, directly or indirectly, be reimbursed, be
compensated or otherwise receive a benefit for, or in respect of, the whole or any
part of the price.

The Commission was therefore satisfied that transactions between PanAsia and its
Australian customers were arm’s length transactions.

However, the findings of Anti-Circumvention Inquiry 241, which included verification of the

importers of aluminium extrusions from PanAsia, are contrary to the results of verification
of PanAsia’s exporter questionnaire. The importer verification and findings of the inquiry
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have also been relied on for this review on the basis that the inquiry’s investigation period
relates to the same goods and examined importations for a period that significantly
overlaps the review of measures investigation period.

The importer verification process for the inquiry was identical to that which would be
carried out for a review of measures. As a result the Commission determined it was not
necessary to conduct verification of the importers for the review. The review case team
contacted the importers who participated in the inquiry to inform them of this approach?4.
No objection was received.

As part of the anti-circumvention inquiry, the following five importers who represented
over o6 of PanAsia’s exported volumes to Australia were invited to complete an importer
guestionnaire.

e P&O Aluminium (Melbourne) Pty Ltd (P&O Melbourne)
e P&O Aluminium (Brisbane) Pty Ltd (P&O Brisbane)

e P&O Aluminium (Perth) Pty Ltd (P&O Perth)

e P&O Aluminium (Sydney) Pty Ltd (P&O Sydney)

e Oceanic Aluminium Pty Ltd

Questionnaire responses were received from P&0O Sydney and Perth and Oceanic
Aluminium. P&O Melbourne and Brisbane did not provide questionnaire responses.

Verification was conducted at P&0O Sydney and P&O Perth and Oceanic in June 2014.
The visit verification reports are available on the public record of Case 241 at items 28
and 29.

The detailed findings and approach regarding the Commission’s verification activities and
profitability analysis for the inquiry are set out in Section 4.4 of Anti-Circumvention Inquiry
Final Report 241. The following findings of the anti-circumvention inquiry are considered
to be the most relevant for the review with respect to determining an export price;

e The Commission could not verify the relevance and completeness of the
importers sales data on account that the requested audited financial
statements were not provided by any of the importers who were subject
to verification.

e The profitability analysis conducted by the Commission found the sales
of the goods subject to measures purchased by P&O Melbourne, P&O
Perth, P&O Sydney, P&O Brisbane and Oceanic from PanAsia were
found to have been sold in Australia at a loss.

Whilst the importer’'s questionnaire responses from the inquiry have been used in this
review, it should be acknowledged that the period of investigation for the inquiry covered
1 January 2013 to 31 December 2013. The period of investigation for the review however
covers the period 1 April 2013 to 31 March 2014. To address the difference between the

14 Case 241 Public Record Items 19 & 20.
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two cases, the Commission has had regard to all relevant information for its assessment
of quarter 1 2014.

To establish the importers selling prices in quarter 1 2014, the Commission has relied on
a submission made the anti-circumvention inquiry that provides an account of the prices
that were offered by the P&O entities and Oceanic over the period November 2013 to
March 201415, The Commission compared this data against the quarter 1 2014 verified
FOB export prices reported by PanAsia and the cost data provided by the importers
during the inquiry. The result of this comparison shows that the importers would also be
selling at a loss. For all other quarters the Commission has relied on the data used in the
anti-circumvention inquiry.

Verification of the importers examined in the anti-circumvention found that the goods
subject to measures were sold in Australia by the importers at a loss during the period
between 1 January 2013 and 31 March 2013.

Under subsection 269TAA(2) of the Act, the Minister may, for the purposes of subsection
269TAA(1)(c), treat the sale of those goods at a loss as indicating that the Identified
Importers or an associate of the Identified Importers will, directly or indirectly, be
reimbursed, be compensated or otherwise receive a benefit for, or in respect of, the whole
of part of the price.

As a result, the Commission could not be satisfied that the purchase of the goods by the
importers were arms length transactions. In the circumstances, the Commission is of the
view that subsections 269TAA(1)(c) and (2) of the Act are enlivened and therefore, it
would be inappropriate to determine the export price under subsection 269TAB(1)(a) of
the Act.

On the basis that the Commission was not unable to verify all of the data provided by the
importers subject to verification in the anti-circumvention inquiry, the Commission is not
satisfied that the importers’ data is sufficient for determining a deducted export price
under subsection 269TAB(1)(b).

If the export price cannot be determined under subsection 269TAB(1)(a) or TAB(1)(b), the
Minister may determine an export price having regard to all of the circumstances of the
exportation by determining the export price under 269TAB(1)(c). However, due to the
issues relating to verification of the importers data, the Commission is precluded from
determining the export price under 269TAB(1)(c).

Subsection 269TAB(3) of the Act allows the export price to be determined by the Minister
having regard to all relevant information if sufficient information has not been furnished, or
is not available, to enable the export price to be ascertained under subsection
269TAB(1)(a), (b) or (c).

For this review, relevant information available to the Commission includes the information
relied on in the anti-circumvention inquiry. This has included elements which, whilst not
found to be suitable for use under subsection TAB(1)(b) or (c), were able to be used in

15 Ccapral submission 27 June 2014 (Case 241 EPR No.11).
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conjunction with other information available to the Commission. The Commission has
therefore determined the export price under section 269TAB(3).

Export price calculated under 269TAB(3)

The methodology for calculating PanAsia’s export price in this review is consistent with
the approach adopted in the anti-circumvention inquiry derived an FOB export price from
the importers weighted average selling prices less amounts for reasonable profit, selling
general and administration costs, importation costs and duty payable. Full details of the
various components are explained in section 5.3 of Anti-Circumvention Inquiry Final
Report 241.

The weighted average selling price relies on a sample of 48 sales lines that have been
verified to source documents. The sample data is spread across all quarters in 2013 of
the investigation period and for each finish type. Export prices for the remaining quarter,
quarter 1 2014, were indexed from the prior quarter against fluctuations in the verified
quarterly CTM for each finish type between quarter 4 2013 and quarter 1 2014.

The above methodology relates to non-fabricated finish types only. As explained in the
PanAsia verification report, the Commission has also included a quantity of fabricated
extrusions that were found to meet the description of the goods. This was established by
reviewing a sample of technical drawings provided by PanAsia. The drawings indicated
that the extrusions had features such as slots and notches or were precision cut. These
types of extrusions fall under Category 2 of the goods under consideration shown in Table
1 which describes aluminium extrusions with minor workings.

The importers’ sales data in the anti-circumvention inquiry the Commission relates to non-
fabricated finish types only. All other types of extrusions were excluded. However, as a
result of the exporter verification process in this review the Commission now understands
that the importers sales data may not have fully disclosed fabricated finish types as goods
under consideration.

The export price for fabricated finish types has been calculated by indexing the difference
in the verified quarterly CTM between fabricated and non-fabricated finish types.

4.3.4. Guang Ya Aluminium Industries Co Ltd
Guang Ya's exporter questionnaire was remotely verified by the Commission using a

combination of benchmarking of data to other verified exporters and requests for further
information made to Guang Ya.

Guang Ya provided an Australian sales spreadsheet that included a line by line listing of
all sales of like goods to Australia during the investigation period. It also provided
documents related to eight invoices in its exporter questionnaire response. Upon further
examination the Commission identified that a quantity of sales were to a related company,

I e remaining sales to non-related entity, [customer],
were selected for verification. Sales to i} [customer] represented over [§% of exports

to Australia.

Guang Ya's export sales spreadsheet was found to include a quantity of sales that
labelled as “jf however it was not clear if these were subject to measures. Guang Ya
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provided technical drawings to demonstrate that the products were intermediate or partly
assembled products or fully assembled finish products (Refer to GUC Category 6 & 7 in
Table 2). The drawings indicated that “panel” products were fencing assemblies so the
Commission was satisfied that these products should be excluded from verification. The
description of the goods as “panel” also corresponds with the packing lists provided by
Guang Ya.

To verify the export price the Commission concentrated on one invoice in January 2014
which contained eleven lines items relating to the good subject to measures. To support
verification Guang Ya provided the following documents;

commercial invoice;

l [customer] purchase order;

bill of lading;

documents supporting Chinese inland freight cost;
documents supporting the calculation of credit terms;
documents supporting the cost of customs fees; and,
evidence of payment from xxxxxx to Guang Ya.

Further verification of Guang Ya export data was compared against like exporters. The
weighted average export prices and costs were found to correspond with other exporters
within an acceptable range. Relying on the comparison to other verified exporters and its
own supporting data, the Commission did not identify any significant variances that would
warrant Guang Ya’s export spreadsheet unreliable.

Regarding the assessment of Guang Ya’s sales to ] [customer] being at arms length, the
Commission notes that [JJij notified the Commission in June 2013 that it did not wish to
participate in the review. As a result the Commission has relied on other information to
assess whether or not transactions between Guang Ya’'s and its Australian customers are
at arms length.

The Commission requested Guang Ya to provide a remittance advice from XxXxXx as
evidence of payment for goods purchased in January 2014. Guang Ya explained that it
receives payment from [JJ [customer] on a |l that does not recognise individual
invoices. Guang Ya provided bank transfer receipts for January 2014 as evidence of
payment for goods purchased by |JJJlij in December 2013.

The Commission compared the amounts paid by | [customer] and the sum of ||}
December 2013 purchases. It was found that JJj [customer] had transferred approximately
more than total sum of its December 2013 invoices. This amount is approximately

of annual sales to l over the investigation period. Guang Ya has also advised that the
average collecting period of accounts receivable in relation to its sales to [ [customer] is

J days.

The Commission considers it reasonable to conclude that the amounts paid by JJj in
January 2014 correspond to the value of sales recorded by Guang Ya for December
2013. The timing of the payments by [JJlil also corresponds to the collecting period
advised by Guang Ya. Based on the information available, the Commission has found no
evidence that is satisfied that;
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e there is any consideration payable for in respect of the goods other than price;

e the price is 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, will, directly or indirectly, be reimbursed, be
compensated or otherwise receive a benefit for, or in respect of, the whole or any
part of the price.

The Commission is satisfied that transactions between Guang Ya and its Australian
customers are arm’s length transactions

Verification of Guang Ya’'s exporter questionnaire found;

that the goods have been exported to Australia otherwise than by the
importer;

that the goods have been purchased by the importer from the exporter; and
the purchases of the goods were arms’ length transactions.

Accordingly, export prices for Guang Ya have been established under subsection
269TAB(1)(a) of the Act being the price paid or payable by the importer less any part of
the price that represents a charge in respect of transport of the goods or in respect of any
other matter arising after exportation

4.3.5. Residual exporters

Export prices for the residual exporters listed in section 2.5 were established under
section 269TACAB(2)(c) of the Act using the weighted average export price determined
for the selected exporters.

In accordance with section TACAB(3), export prices and normal value for exporters which
result in no dumping or the dumping margin is less the 2% have been excluded.

4.3.6. Uncooperative exporters and all other exporters

Export prices for uncooperative and all other exporters were established under section
269TACAB(1)(d) using the export price worked out under 269TAB(3) having regard to all
relevant information. The export price is based on the model which was the highest
quarterly dumping margin observed for the selected exporters.

4.4. Market situation assessment
4.4.1. Submissions to the Commission

Capral submitted that since REP 148 (the original aluminium extrusions investigations
where no market situation was found) the Commission’s understanding of the aluminium
industry has “evolved” and that the factors underpinning the findings in REP 181 also
affect the production of aluminium extrusions. Capral set out the broader range of factors
identified in the REP 181 that underpinned the ACBPS'’ finding of significant distortions in
the primary aluminium market and consequently, the ACBPS’ finding of market situation
in the Chinese aluminium road wheels market.
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Capral submitted, “It is clear that the same distortions must affect the price of aluminium
extrusions to an equal or greater degree given that primary aluminium represents
approximately 60% of the cost to produce extrusions”.16 Capral concluded that similar to
the findings in REP 181, the situation in the Chinese domestic market for aluminium
extrusions is such that domestic selling prices are not suitable for use in determining
normal value.

4.4.2. The Commission’s assessment

After having regard to all relevant information, the Commission has found that the
Government of China (GOC) has influenced the Chinese aluminium industry, and 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 has
formed the view that it is satisfied there was a situation in the Chinese aluminium
extrusions market 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. An
assessment of the market situation is provided at Appendix A.

4.5. Applicable legislation

Subsection 269TAC(1) provides that the normal value of any goods exported to Australia
is the price paid or payable for sufficient volumes of like goods sold domestically in the
ordinary course of trade in arm’s length transactions.

However, subsection 269TAC(2)(a)(ii) provides that the normal value of the goods
exported to Australia cannot be determined under subsection (1) where the Parliamentary
Secretary is satisfied that:

...the situation in the market of the country of export is such that sales in that
market are not suitable for use in determining a price under subsection (1).

Where such a market situation exists, normal value cannot be established on the basis of
domestic sales. Instead, the normal value may be determined on the basis of a cost
construction (subsection 269TAC(2)(c)) or third country sales (subsection 269TAC(2)(d)).

The Commission’s assessment

The Commission sent a questionnaire to the GOC requesting the following information in
relation to the aluminium extrusions market in China:

¢ identification of the names of the government departments, bureaus or agencies
that are responsible for the administration of any GOC measures concerning the
aluminium industry;

16 Ccapral Submission, Case 248, Public Record item 5
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e details of all manufactures/traders of aluminium extrusions in China including
location, whether they are a State Invested Enterprise (SIE), production quantity
and whether there is GOC representation in the business;

e a detailed description of the domestic Chinese aluminium extrusions industry and
the relevant upstream industries;

e (uarterly import and export data (volume and value);
e details about the operation of the Price Law of the People’s Republic of China; and

e identification of any GOC initiatives and/or policies that affect the aluminium
extrusions industry, including raw materials used in its manufacture.

The GOC did not provide a response to any of the questions related to an assessment of
market situation.

The Commission has relied on submissions made to the review, the findings of previous
cases conducted by the Commission and further information gathered by the
Commission.

In light of all the information before the Commission, the Commission considers that the
GOC has had substantial influence on the aluminium extrusion market in China, and the
evidence for this finding is set out in non-confidential Appendix 1.

4.6. Establishing normal values —third country sales or construction

Following the above preliminary finding that domestic sales are not suitable for use in
determining normal value due to a situation in the market, the Commission has examined
the possibility of establishing normal value using either:

e sales of aluminium extrusions to third countries by Chinese exporters (subsection
269TAC(2)(d) of the Act); or
e constructing normal values (subsection 269TAC(2)(c) of the Act).

In responses to the Exporter Questionnaire, all exporters provided:

e aggregate third country sales data (not split into model or in line-by-line detail); and
e detailed domestic and export (to Australia) CTMS data, split into month and model-
level detall.

The Commission assessed the suitability of using third country sales of aluminium
extrusions in determining normal values under subsection 269TAC(2)(d). The
Commission determined that third country sales were not a viable option for determining
normal values in relation to the goods due to its consideration that the exporter’s cost of
primary aluminium does not reflect a competitive market cost (refer to section 4.6). This
would in turn have affected the exporter’s prices to third countries making them unsuitable
for use in determining normal value.

SEF 248 Certain Aluminium Extrusions — China

28



PUBLIC RECORD

Consequently, the Commission has constructed normal values under subsection
269TAC(2)(c) of the Act, and has done so in accordance with the conditions of Regulation
43, 44 and 45 of the Regulations®’, relevant aspects of which are outlined below.

4.7. Constructed normal values — outline
4.7.1. Applicable legislation, policy and practice
Subsection 269TAC(2)(c) of the Act provides that:

(c) except where paragraph (d) applies, the sum of:
(i) such amount as the Minister determines to be the cost of production or
manufacture of the goods in the country of export; and

(i) on the assumption that the goods, instead of being exported, had been sold
for home consumption in the ordinary course of trade in the country of
export—such amounts as the Minister determines would be the
administrative, selling and general costs associated with the sale and the
profit on that sale;

The construction of normal values under paragraph 269TAC(2)(c) of the Act is required to
be undertaken in accordance with the conditions of regulation 43, 44 and 45 of the
Regulations?é.

To determine costs of manufacture or production, subregulation 43(2) requires that if:

e an exporter or producer keeps records relating to like goods that are in
accordance with generally accepted accounting principles (GAAP) in the country
of export; and

e those records reasonably reflect competitive market costs associated with the
production or manufacture of like goods;

the Parliamentary Secretary must work out the cost of production or manufacture using
information set out in the exporter or producer’s records.

It is the Commission’s policy and practice that, where the conditions of Regulation 43(2)
are not met, the cost records kept by that exporter are not required to be used in working
out their costs, and the Commission may resort to other information to calculate these
costs.

4.8. Reasonableness of costs in constructing normal values
4.8.1. Introduction

As outlined above, in addressing the normal value of the goods, Capral’s submission
alleged that a market situation exists in the Chinese aluminium extrusions market and that
normal values should be constructed as a result.

17 as required by subsections 269TAC(5A) and 269TAC(5B) of the Act.
18 as required by subsections 269TAC(5A) and 269TAC(5B) of the Act.
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Capral asserted that this construction of normal values should take account of the fact
that Chinese aluminium extruders purchase primary aluminium at below the cost of
production. As a result, the cost of primary aluminium does not reasonably reflect a
competitive market cost for that input and should be substituted.

4.8.2. Commission’s assessment

As outlined above, Regulation 43(2) requires that if an exporter keeps records in
accordance with the appropriate GAAP, and those records reasonably reflect competitive
market costs associated with the production of like goods, then the cost of production
must be worked out using the exporter’s records.

The Commission’s preliminary assessment of exporters’ data has found that the records
of Chinese exporters of the goods have been kept in accordance with the relevant GAAP.

However, the Commission’s preliminary view is that primary aluminium costs have been
distorted and have had a significant impact on the price of aluminium extrusions. The
Commission, therefore, considers that all domestic sales of aluminium extrusions in China
are unsuitable for determining normal value under subsection 269TAC(1) of the Act in all
circumstances, and consequently, the normal value in respect of aluminium extrusions
sold in China should be constructed under subsection 269TAC(2)(c) of the Act.

The construction of normal value under subsection269TAC(2)(c) of the Act has been
undertaken in accordance with Regulations 43 and 44 of the Customs (International
Obligations) Regulation 2015 (the Regulations), as required by subsection 269TAC(5A) of
the Act. The Regulations provide for an examination of the reasonableness of exporters’
recorded costs.

As a result, when constructing normal values for these exporters, the Commission
replaced the costs of aluminium for each Chinese exporter, as recorded by these
exporters, with a reasonably competitive market cost for these inputs. The Commission
has constructed a benchmark cost based on the LME price plus other reasonable costs
and charges.

Primary aluminium costs

The Commission did not send out questionnaires to producers of the primary aluminium
(the main raw material used in extrusions). However, having regard to available
information on the production cost of primary aluminium, the Commission observed that
the purchase prices of the primary aluminium by extruders were below the cost to make
of the primary aluminium19,

The smelting cost data provided by Capral is based on cost curve analysis prepared by a
third part party industry intelligence organisation named Harbor Aluminium. Capral
sourced the smelting cost data through its subscription with Harbor Aluminium2. The
smelting cost data is the cash cost of production and does not include depreciation,

19 Ccapral Submission Case 248 Public Record Item 38
20 |bid
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sustained capital expenses, working capital and amortisation. The cash cost is exclusive
of VAT of 17% which is paid by Chinese smelters for raw materials, energy and services.
The Commission compared this data to the selected exporters primary aluminium
purchases and found that a significant proportion of purchases were at prices which were
below the cost the cost of production.

The exporters CTMS data shows that 70% to 80% of the cost of aluminium extrusions is
represented by primary aluminium. With such a high proportion of the cost represented by
primary aluminium, it is reasonable to conclude that the price for aluminium extrusions is
especially sensitive to variations in the price for primary aluminium. The purchase of
primary aluminium at below cost is a significant indicator that the distortion in the price of
primary aluminium would also distort the price for aluminium extrusions.

The December 2014 decision published by the United States Department of Commerce
International Trade Administration’s (ITA) review2! of countervailing duty order on
aluminium extrusions form China is consistent with the Commission’s views regarding
GOC influence and price distortion.

The ITA found that the “the market for primary aluminium is distorted through the GOC’s
predominant involvement in the market through government owned or managed
producers of primary aluminium in the market and market controls.”

The ITA goes further by finding that the “GOC’s involvement in the market in the PRC for
this input results in significant distortion of the prices such that they cannot be used as a
tier one benchmark...hence, the use of an external benchmark is warranted...”.

Under US legislation, the identification of a suitable benchmark is necessary to determine
the existence and amount of any benefit conferred by producers. Three potential
benchmarks (tiers) are listed in order of preference;

1) market prices from actual transactions within the country under investigation;

2) world market prices that would be available to purchases in the country under
investigation; and,

3) prices consistent with market principle bases on assessment.

The ITA determined that Tier 2 prices were appropriate in the circumstances. The use of
an internal country benchmark was not determined to be appropriate, despite a GOC
submission to the first review of aluminium extrusions conducted by the United States
which argued to the contrary.

It should be noted that the ITA requested the GOC to complete a questionnaire for the
December 2014 review however none was received. The questionnaire sought to gain
information regarding, consumption of primary aluminium, domestic volumes and value of

21 United States Department of Commerce International Trade Administration - Decision Memorandum for
the Final Results of the Countervailing Duty Administrative Review: Aluminium Extrusions from the People's
Republic of China (22 December 2014).
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production that the GOC maintains an interest, export prices and controls and export
licencing requirements. No other evidence was submitted to the ITA’s review that caused
it to revisit its prior determinations that domestic prices in China cannot be used as
benchmarks due to GOC influence.

‘Due to differing domestic laws, the ITA’s approach to its investigation followed a slightly
different methodology to this Commission’s. However, both the ITA and the Commission
independently concluded that GOC influence continues to distort the prices for primary
aluminium, which represents a significant proportion of the cost of aluminium extrusions.

The Commissioner intends to have regard to the ITA's findings when making
recommendations to the Parliamentary Secretary because the ITA’s findings are relevant
to the Commission’s review pursuant to subsection 269ZDA(3)(b) of the Act. The
Commissioner considers that the conclusions of the ITA investigation are relevant to this
investigation because it

Replacement cost for primary aluminium

The Commission considers that a reasonable alternative for actual costs incurred for
primary aluminium purchases is to replace these with an external competitive market cost
benchmark that would be available to the exporters.

Submissions made to the Commission in relation to this review suggest a selection of
alternative benchmarks that could be used to replace primary aluminium costs. The
Commission considered the proposed benchmarks and found the most appropriate was
that based on LME market prices.

The function of the LME price for ‘price discovery’ and as ‘reference prices’ for physical
contracts supports that the LME cash prices are ‘sufficiently reliable and representative
for use in benchmark calculations’. With the addition of regional premiums and other
costs, this is considered an appropriate replacement as it represents what is a
competitive market cost for primary aluminium available outside of China.

The submission’s proposed LME based benchmark relies on the following assumptions;

1) LME cash price; plus,
2) trader’s premium; plus,
3) regional premium; plus,
4) import costs; plus,

5) import duties; plus,

6) inland transport.

To verify the suggested benchmark methodology, the Commission verified one of the
exporter’s shipments of imported aluminium ingots.
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The exporter confirmed that the unit price shown on commercial invoices was inclusive of
the LME cash price and a premium, although the premium was not characterised as
being a regional premium or a trader’s premium.

The ITA’s 2014 findings?2 are consistent with the exporter’'s explanation and Australian
industry’s view that the LME cash price requires the addition of regional premiums that
would be charged to extract the aluminium from the warehouse.

4.8.3. Calculation of uplift

The uplift of primary aluminum costs has been determined by comparing the constructed
benchmark price to the exporter’s actual prices, and applying the resulting variation to the
exporter's CTMS material expenses for each relevant domestic model.

In cases where an exporter has purchased ingot or billet, the uplift to the material
expenses will be proportionate to the amount of billet and ingot purchased in the relevant
quarter. Imported ingot and billet will not be subject to uplift. The proportion of imported
aluminum reported in a quarter will be accounted for in the uplift. This approach is
intended to acknowledge that the prices of imported materials purchased outside of are
not distorted.

For instances where an exporter’s average quarterly purchase price for domestic ingot
and billet is above the constructed benchmark, a downwards adjustment has been
applied. Where the benchmark is higher, the actual price paid will be adjusted upwards by
an amount which is commensurate with the variation between actual and benchmark.

Listed below is a full description of the composition of the various elements in the
constructed benchmark.

LME cash price

The Commission has relied on the average monthly LME official cash price data provided
in a submission made by Australian industry. The data was sourced from Metal Prices Pty
Ltd under subscription. The Commission compared this to its own sources and found that
the data was accurate. LME price data is generally available directly from the LME or via
third party sources via subscription.

Regional Ingot Premium

In the original investigation the uplift of primary aluminum costs included additional
expenses for trading premiums, delivery charges and interest charges. The review has
followed this approach however new and further information has been provided to the
Commission. This information has allowed the Commission to establish a detailed
understanding of the full cost associated with purchasing primary aluminum on the LME
market.

22 United States Department of Commerce International Trade Administration - Decision Memorandum for
the Final Results of the Countervailing Duty Administrative Review: Aluminium Extrusions from the People's
Republic of China (22 December 2014).
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Capral submitted that “the LME price is not the actual price paid for delivered metal-it is
the price of a warrant traded on the exchange”. Capral cites to a study by Europe
Economics regarding contract terms with respect to metals traded on the LME. Further,
Capral also refers to a recent judgement of the England and Wales High Court explaining
the price of physical aluminum. The High Court stated:

“The LME price, which is used as the global benchmark for physical
contracts, is a price for metal traded 'in---warehouse'. This entails that the
additional costs associated with making delivery of "free metal” outside
the constraints of the LME system are not reflected in the LME price, with
the result that the physical market price for aluminum will be higher than
the LME price. The physical market price of aluminum, known as the "all
in" price, is therefore made up of the LME price plus a premium.”23

The ITA December 2014 finding?* also found that regional premiums are paid to secure
delivery of physical aluminum.

The Commission’s exporter verification also found that a regional premium is paid for
purchases of primary aluminum. One exporter provided the Commission copies of its
contract. The contract showed that the purchase of primary aluminum from an LME
supplier also required the payment of a premium based on the Major Japanese Ports
(MJP) premium, ex Yokohama.

The Commission has relied on the published Major Japanese Ports (MJP) regional
premium?25, Shipments under the MJP premium are made on a Cost, Insurance and
Freight (CIF) basis. This means that the premium is inclusive of all costs associated with
transporting the goods from the country of export to the destination port except for those
cost relating to inland transport from the port of arrival to the final destination and port of
arrival charges.

Billet Premiums

Australian industry’s submission proposed that purchases of billet attract a premium in
addition to the fully cost price of ingot purchases. The Commission’s inquiries with one
exporter who imported billet and ingot confirmed that billet premiums were paid in addition
to the ingot price.

23 United Company Rusal Plc v The London Metal Exchange [2014] EWHC 890 (Admin)
http://www.bailii.org/ew/cases/EWHC/Admin/2014/890.html at paragraph 13

24 United States Department of Commerce International Trade Administration - Decision Memorandum for
the Final Results of the Countervailing Duty Administrative Review: Aluminium Extrusions from the People's
Republic of China (22 December 2014).

25 Metal Prices Pty Ltd
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The ITA's December 201426 review also founds that ingots and billets are two distinct
types of inputs with different pricing structures. To ensure proper comparability, the ITA
matched the ingot benchmark to ingot purchases and billet benchmark to billet purchases.

The Commission considers that the ITA's2” approach which distinguishes between billets
and ingots is reasonable and has adopted a similar approach for this review.

For determining the billet premium, the Commission has relied on Australian industry’s
submission of its own billet price schedule converted to US dollars for February 2014.
Adjustments to account for currency fluctuations between the AUD and USD have been
made for each month of the period of investigation.

Import duty

The Commission’s exporter verification process found that imports of primary aluminum
with less than 99.95% purity were subject to 0% duty under Chinese tariff code
7601.10.90. Primary aluminum imported under tariff code 7601.10.10 attracts 5% duty.

Data provided to the Commission in relation to Chinese imports of primary aluminum
shows that between July 2008 and June 2014, 3 million tonnes of aluminum was imported
under 7601.10.90. In comparison, 35,000 tonnes was imported under 7601.10.10
attracting 5% duty. This information supports that 0% duty is appropriate for calculating
the uplift as it is more likely than not that primary aluminum imports would be declared
under the tariff code that attracts zero duty.

Importation costs

The Commission has been provided Chinese importation costs data that was relied on by
the ITA’'s Review of Aluminum Extrusions. Port of arrival charges are not included in the
CIF terms for MJP shipments so it is necessary to include broker’s fees and port charges
in the uplift calculation.

The ITA obtained third party cost estimates for a standard 20 foot long cargo container.
The cost estimate was provided in August 2014. The Commission considers these costs
to be a reliable estimate for the purpose of the review of measures. Adjustments have
been made to account for currency fluctuations between the USD and RMB.

Trader’s premium

Australian industry submits that the uplift should also include an amount for a trader’s
premium. An analysis of the exporter's aluminum purchases was inconclusive in
determining if a trader's premium was paid. It was observed that the unit price for
purchase through a trader was less than the unit price directly from a smelter. On the
basis that Commission was unable to establish with a reasonable level of certainty if a

26 United States Department of Commerce International Trade Administration - Decision Memorandum for
the Final Results of the Countervailing Duty Administrative Review: Aluminium Extrusions from the People's
Republic of China (22 December 2014).

27 |bid, p.28.
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trader’s premium was paid by the exporters, an allowance for trader’s premium will not be
included.

Inland transport costs

As previously stated, none of the exporters provided details regarding inland transport
costs for primary aluminum purchases. Noting the CIF shipping terms, it is likely that
inland transport costs from the port of arrival to the exporter’s location will be incurred. In
the absence of actual costs, the Commission calculated the weight average inland
transport costs reported by one exporter for its export sales of aluminum extrusions to
Australia.

4.9. Determination of profit for constructed normal values

Regulation 45(2) — the primary provision — requires that, where reasonably possible, profit
for constructed normal values must be worked out using data relating to the production
and sale of like goods by the exporter or producer of the goods in the ordinary course of
trade.

Accordingly, the Commission has calculated a weighted average net profit, measured as
a percentage mark-up on full cost to make and sell, for each selected exporter, before
performing the abovementioned amendment to the recorded costs incurred in relation to
primary aluminium.

4.10. Normal value

Selected cooperating exporters

Except for Guang Ya, the normal values for each selected exporter were established in
accordance with section 269TAC(2)(c) of the Act using each exporter’s quarterly weighted
average cost to make and sell data (revised for primary aluminium cost uplift), by model,
and an amount for profit determined as outlined in Section 4.9 above. Where applicable,
adjustments to the normal value for each selected exporter were made under section
269TAC(9) for differences in:

e inland transport;
e credit cost;
e handling and other expenses;

Guang Ya verification

As mentioned in section 4.3.4, the Commission verified Guang Ya’'s exporter
guestionnaire using a combination of benchmarking to other verified selected exporters
and desktop verification using data provided by Guang Ya.

For the purpose of constructing a normal value, the Commission reviewed Guang Ya’'s
CTMS data. In doing so a number of issues were identified that have precluded the
Commission from relying on Guang Ya’s data.
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The Commission was not able to reconcile Guang Ya's total CTMS for the review period
to its audited financial statement. In particular, the total CTMS reported in the
guestionnaire was found to be significantly higher than the cost of goods sold reported on
Guang Ya’s income statement. Guang Ya provided further information to demonstrate
how the CTMS data reconciled to the income statement. However, the reconciliation data
revealed additional anomalies in which Guang Ya were unable to explain. This included a
significant amount of goods that were described as self-use however the Commission
could not establish the nature of self-use goods. The calculation of cost of goods sold was
also found to include the cost of Guang Ya’'s casting workshop. It is the Commission’s
understanding that Guang Ya does not sell the billet produced by its casting workshop.

Regarding SG&A costs, the Commission found that Guang Ya's SG&A costs reported in
its CTMS data were twice that reported on its income statement. Guang Ya’s reported
sales volumes were found to be significantly lower than its reported production volumes.
Whilst this in itself may not be an issue, the disparity between the two suggests that
Guang Ya carries unusually high levels of inventory when compared to other exporters
verified by the Commission. The resulting SG&A cost is therefore based on a large
amount of inventory so the Commission does not accept that selling costs should be
attributed to product which hasn’t yet been sold. Upon requesting the underlying sales
volumes which support the unit SG&A costs Guang Ya responded by indicating it would

The cost of direct labour reported in the CTMS data was found to be significantly lower
than the direct costs reported by other exporters. Guang Ya The cost of power coated
extrusions was found to be on average higher than mill finish extrusions. However a
comparison to other verified exporter’'s data suggests that the cost differential between
Guang Ya’s finish types was unusually low. Anodised finish extrusions were found to be
approximately o6 higher than mill finish.

In order to further understand Guang Ya’s production volumes, the CTMS production
volume was compared to Guang Ya’'s purchases of primary aluminium over the review
period. Guang Ya’s turnover statement reports [Jj tonnes of production compared to |||}
| tonnes of primary aluminium purchases over the review period. However, the CTMS
data reports a production volume of [} tonnes over the review period. Again, Guang Ya
explanation regarding the difference was not sufficient.

Due to the difficulties encountered in attempting to verify Guang Ya's CTMS data, the
Commission is not satisfied that there is sufficient information available to enable the
normal value of the goods to be ascertained under section 269TAC(2)(c). The
Commission has therefore determined Guang Ya's normal value under section
269TAC(6) having regard to all relevant information. The normal value has been
calculated by relying on other relevant information that has been verified for the other
selected exporters.

Residual exporters

The normal value for residual exporters has been determined under section
269TACAB(2)(d) being the weighted average normal value for the like goods of the
cooperative exporters from the same country of export where it was found there was a
dumping margin that exceeded 2%.

Uncooperative and all other exporters
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The normal value for uncooperative and all other exporters has been determined under
section 269TACAB(1)(e) being the normal value worked out under section 269TAC(6)
having regard to all relevant information.

4.11. Preliminary Dumping margin

A calculation of dumping margins is not required for the purpose of reviewing variable
factors. However, for this review a dumping margin for the review period has been
calculated by comparing the weighted average of export price of the goods during the
review period, with the weighted average of corresponding normal values in accordance
with s.269TACB(2)(a) of the Act.

The weighted average dumping margin for each selected exporter is listed below;

Kam Kiu 2.5%
Pan Asia 23.2%
Guang Ya -7.0%
Residual Exporters 16.8%
Uncooperative and all other exporters 39.9%

A summary of the export price, normal value and dumping margin calculations is
at Confidential Attachment 1.
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5. VARIABLE FACTORS — COUNTERVAILING NOTICE

5.1. Finding

The Commission finds that countervailable subsidies have been received in respect of
aluminium extrusions exported to Australia from China during the investigation period.
The subsidy margin was not negligible.

The Commission finds that the volume of subsidised goods exported to Australia during
the investigation period was not negligible.

5.2. Programs reviewed

The Commission has reviewed the existing 19 subsidy programs that were found to be
countervailable in the original investigation. A further 19 additional programs that were not
included in the original investigation have also been reviewed in this investigation. The
inclusion of these additional programs was in response to submissions made to the
review alleging that producers of the goods benefited from a number of countervailable
subsidies that were not included in the original investigation. These alleged subsidies
referred to programs for the provision of good at less than adequate remuneration, grants,
and beneficial taxation schemes.

The Commission requested all cooperating exporters to provide data and information
regarding all subsidies they received during the review period as part of its response to
the exporter questionnaire.

5.3. Summary of countervailable programs

After assessing all relevant information available, the Commission has found that the
following programs are countervailable subsidies in respect of aluminium extrusions
exported to Australia from China.

The findings in relation each investigated program are outlined in the below table.

Countervailable

Program Program in relation to
Number FUDYEND NETIES Type the goods
(Yes/No)

Preferential tax policies for FIEs in the coastal
1 economic open areas and economic and technological Tax No
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
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Countervailable

Program Program in relation to
Number FUDYEND NETIES Type the goods
(Yes/No)
5 Matching Funds for International Market Development Grant Yes
for SMEs
6 Superstar Enterprise Grant Grant Yes
7 Research & Development (R&D) Assistance Grant Grant Yes
8 Patent Award of Guangdong Province Grant Yes
9 Training Program for Rural Surplus Labour Force Grant Yes
Transfer Employment
Preferential Tax Policies for FIEs — Reduced Tax Rate
10 for Productive FIE's scheduled to operate for a period Tax No
of not less than 10 years
15 AIumlnlum_ provided at less than adequate LTAR Yes
remuneration
16 Preferential tax policies for FIEs established in Special Tax No
Economic Zones (excluding Shanghai Pudong area)
17 Preferential tax p_oI|C|es for FIEs established in Pudong Tax NoO
area of Shanghai
18 Preferential tax policies in the Western Regions Tax Yes
21 Tarnff and VAT Exemptions on Imported Materials and Tax Yes
Equipment
26 Innovative Experimental Enterprise Grant Grant Yes
29 Spemal. Support Fund for  Non-State-Owned Grant Yes
Enterprises
32* Venture Investment Fund of Hi-Tech Industry Grant Yes
Grants for Encouraging the Establishment of
35* Headquarters and Regional Headquarters with Foreign Grant Yes
Investment
44" Prgferentlal lending programs — Ioans: from Chinese Loans NoO
policy banks and state owned commercial banks
45" Provision _of land use rights for less than adequate LTAR No
remuneration
46" Provision _ of electricity for less than adequate LTAR No
remuneration
47" Prefere_ntlal tax policies for high and new technology Tax Yes
enterprises
48" ;g)glnmal Government of Guangdong tax offset for Tax Yes
49" Exemption from city construction tax and education tax Tax NoO

for FIEs
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Countervailable

Program Program in relation to
Number FUDYEND NETIES Type the goods
(Yes/No)

Refund of land-use tax for firms located in the

50* Zhaoging New and High Tech Industrial Development Tax No
Zone (ZHTDZ)

51" Fund for SME bank-enterprise cooperation projects Grant No

52" Special fund for science and technology in Guangdong Grant No

53* Provincial fund for fiscal and technological innovation Grant No

54* Provincial loan discount special fund for SMEs Grant No

55t Export rebate for mechanic, electronic, high tech Grant No
products

56" PGOG special fund for energy saving technology Grant Yes
reform

57% PGOG science and technology bureau project fund Grant No

58" Development assistance grants from the ZHTDZ Grant Yes

59% Provision of water for less than adequate remuneration LTAR No

60" Provision _of natural gas for less than adequate LTAR No
remuneration

61" Provision _of heavy oil for less than adequate LTAR No
remuneration

62" Currency undervaluation Other No

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

5.4. Subsidies received

5.4.1. Selected exporters

After assessing all relevant available information and the data provided by the exporters,
the Commission has determined that the following exporters have received a financial
contribution conferring a benefit28 in respect of the goods, in the form of subsidies listed in
the table in 5.3.

Exporter-specific subsidy margins have been calculated for each selected exporter with

reference to the specific programs that conferred a benefit on each exporter.

Exporter Applicable programs
Tai Shan Kam Kiu 15,21,47,48
Guangdong Zhongya 15,21,56

28 5 269TACC(2)(a)-(b).
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Pan Asia 15

Guang Ya 5, 15, 26, 56

5.4.2. Residual exporters

In the absence of GOC advice regarding the individual enterprises that had received
financial contributions under each of the investigated subsidy programs, the Commission
has determined subsidy margins for the residual exporters based on the weighted
average countervailable subsidisation determined for all selected exporters.

Applicable programs

5, 15, 21, 26, 32, 35, 47,
48, 56

5.4.3. Uncooperative and all other exporters

In the absence of GOC advice regarding the individual enterprises that had received
financial contributions under each of the investigated subsidy programs, the Commission
has had regard to the available relevant facts and determines that uncooperative
exporters and all other exporters have received financial contributions that have conferred
a benefit under 19 programs found to be countervailable in relation to aluminium.

5.4.4. Preliminary margins

Table 7 below shows the Commission’s individual subsidy margin calculations for
selected exporters, residual exporters, and collectively for uncooperative and all other
exporters:

Exporter Prellmlnary_subS|dy
margin

Tai Shan Kam Kiu 1.8%

Guangdong Zhongya 0.6%

Pan Asia 8.0%

Guang Ya 6.0%

Residual Exporters 10.2%

Uncooperative and all other 16.8%

exporters
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The Commission’s findings in relation to each program investigated (including the method
of calculation of subsidy margins) are outlined in Non-Confidential Appendix 2.

The calculation of subsidy margins for the selected exporter, residual exporter and
uncooperative exporters is at Confidential Attachment 3.
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6. NON-INJURIOUS PRICE

6.1. General

Under section 8 of the Customs Tariff (Anti-Dumping) Act 19752° (the Dumping Duty Act),
the Parliamentary Secretary must have regard to the desirability of ensuring that the
amount of dumping duty is not greater than is necessary to prevent injury or a recurrence
of the injury.

Under section 10 of the Dumping Duty Act30, the Parliamentary Secretary must have
regard to the desirability of ensuring that the amount of countervailing duty is not greater
than is necessary to prevent injury or a recurrence of the injury.

Subsection 269TACA(a) of the Act identifies the NIP of the goods exported to Australia as
the minimum price necessary to remove the injury caused by the dumping.

The Commission generally derives the NIP by first establishing a price at which the
Australian industry might reasonably sell its product in a market unaffected by dumping.
This price is referred to as the unsuppressed selling price (USP). Deductions from this
figure are made for post-exportation costs to the relevant level of trade in Australia.

6.2. Commission assessment

During the original investigation, the ACBPS determined the USP utilising Australian
industry’s CTMS for the investigation period however no profit margin was applied.

For the purpose of this review, a weighted average USP has been determined based on
Capral’s verified CTMS data during the review period. Capral’s visit verification report is
available on the case public record at item 43. The NIP has been calculated to FOB
delivery terms by deducting from the USP amounts for:

e importer expenses;
e Australian customs duty;

These deductions were based on data provided by verified importers of the goods from
China during the review period. This approach is consistent with the approach taken in
the original investigation.

NIP calculations are at Confidential Attachment 2

29 Subsection 8(5B) of the Customs Tariff (Anti-Dumping) Act 1975
30 Subsection 10(3C) of the Customs Tariff (Anti-Dumping) Act 1975
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/. EFFECT OF THE REVIEW

The Commission has found that, in relation to exports to Australia of certain aluminium
extrusions from China during the review period:

e the ascertained export price has changed;

¢ the ascertained normal value has changed;

e the ascertained NIP has changed; and,

¢ the amount of countervailable subsidy has changed.

Consistent with the Federal Court finding discussed in section 2.3, the review
recommends to apply the measures based on a weighted average dumping and
countervailing duty for all finish types.

The forms of duty available when implementing measures are prescribed in the Customs
Tariff (Anti-Dumping) Regulation 2013 (Anti-dumping Regulations) and include:

combination of fixed and variable duty method (combination method);

floor price duty method;

fixed duty method ($X per tonne); or

ad valorem duty method (i.e. a percentage of the export price).

The method of duty measure currently applied to aluminium extrusions is the combination
method pursuant subregulation 5(2) of the Anti-Dumping Regulations.. The Commissioner
proposes to recommend that this form of duty continues to apply to exports of aluminium
extrusions from China

Consistent with the current form of measures, the Commissioner also recommends that
the collective interim dumping duty and interim countervailing duty imposed on the
exporters subject to the combination method in relation to aluminium extrusions exported
from China to be the sum of:

¢ the subsidy rate calculated for all countervailable programs; and
e the dumping rates calculated, less an amount for the subsidy rate applying to
Program 15 (where this has been received by the exporter or group of exporters).

This approach avoids any overlap or double-counting that may arise from the

circumstances of this case where there are domestic subsidies and a constructed normal
value that includes a major cost component that is based on surrogate data.
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APPENDICES AND ATTACHMENTS
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dumping margin summary.
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NON-CONFIDENTIAL APPENDIX 1 - MARKET SITUATION
ASSESSMENT

PART I Introduction

A. Allegations of a market situation

In a submission to the Commission, Capral alleged that during the review period, a
particular market situation existed in the primary aluminium market. Capral cited the
findings made in the dumping and countervailing investigation into aluminium road wheels
(ARW), as set out in Final Report 181 (REP 181), which was completed in December
2012, following the original aluminium extrusions investigation (REP 148).

Capral submitted that in REP 181, the ACBPS found that domestic selling prices were not
suitable due to the influence of the GOC on the aluminium industry in China. Capral noted
that, in particular, Customs found that the GOC’s actions directly impacted the price of
aluminium in China, causing prices to be lower than they would without the intervention of
the government. Capral argues that the same market distortions caused by the GOC and
found in REP 181 “must affect the price of aluminium extrusions to an equal or greater
degree given that primary aluminium represents approximately 60% of the cost to
produce extrusions” compared to 48% of the cost to produce ARWSs.31 Capral suggested,
“It is therefore reasonable to conclude that Chinese domestic prices of aluminium
extrusions are lower than they otherwise would be without GOC intervention”.32

B. Australian legislation, policy and practice

Australia treats China as a market economy for anti-dumping purposes and Customs and
Border Protection conducts its investigation in the same manner for China as it does for
other market economy members of the World Trade Organisation (WTO).

Irrespective of the country subject of the investigation, the Australian anti-dumping
framework allows for rejection of domestic selling prices in market economies as the
basis for normal value where there is a ‘market situation’ making the sales unsuitable, as
outlined below.

1. The Act
Market situation
Section 269TAC(1) of the Act provides that the normal value of any goods exported to

Australia is the price paid or payable for like goods sold domestically in the ordinary
course of trade in arm’s length transactions.

31 Capral submission, dated 19 June 2014, Case 248 Public Record Item 5
32 |pid.
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However, .section 269TAC(2)(a)(ii) provides that the normal value of the goods exported
to Australia cannot be determined under subsection (1) where the relevant Minister is
satisfied that:

‘...because the situation in the market of the country of export is such that sales in that
market are not suitable for use in determining a price under subsection (1)'.

Where such a market situation exists, normal value cannot be established on the basis of
domestic sales. Instead, the normal value may be determined on the basis of a cost
construction or third country sales. Therefore, a determination as to whether there is a
market situation has potential consequences for the assessment of normal value and
dumping margins.

Section 269TAC(2)(c) provides that a cost construction of normal value comprises the
sum of what the Minister determines to be the cost of production or manufacture of the
exported goods and (on the assumption the goods were sold domestically in the ordinary
course of trade rather than being exported) the administrative, selling and general costs
associated with the sale and the profit on that sale.

Section 269TAC(2)(d) provides that where the Minister directs that third country sales be
used for normal value, it will be based upon the price paid or payable for like goods sold
in the ordinary course of trade in arms length transactions for exportation from the country
of export to a third country.

Determination of costs

In constructing normal value based on costs, section.269TAC(5A) provides that these
costs must be worked out in accordance with the Regulations.

In terms of costs of manufacture or production, subsection 43(2) of the Regulations
requires that if:

1. an exporter keeps records relating to like goods that are in accordance with
generally accepted accounting principles (GAAP) in the country of export; and

2. those records reasonably reflect competitive market costs associated with the
production or manufacture of like goods;

the Minister must work out the cost of production or manufacture using information set out
in the exporter’s records.

In terms of administrative, selling and general costs, Regulation 44(2) provides that if:

1. an exporter keeps records relating to like goods that are in accordance with
generally accepted accounting principles (GAAP) in the country of export; and

2. those records reasonably reflect the administrative, selling and general costs
associated with the sale of like goods;

the Minister must work out the cost of selling, general and administrative expenses using
information set out in the exporter’s records.
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Where the conditions of subsection 43(2) and 44(2) of the Regulations are not met, it is
Customs and Border Protection’s position that the cost records kept by that exporter are
not required to be used in working out their costs, and Customs and Border Protection
may resort to other information to calculate these costs.

2. Policy and practice

Market situation

In relation to market situation, the Customs and Border Protection’s Dumping and
Subsidy Manual® states:

In considering whether sales are not suitable for use in determining a normal value
under s. 269TAC(1) of the Act because of the situation in the market of the country
of export, Customs and Border Protection may have regard to factors such as:

e whether the prices are artificially low; or

e whether there are other conditions in the market which render sales in that
market not suitable for use in determining prices under
S. 269TAC(2).

Government influence on prices or costs could be one cause of ‘artificially low
pricing’. Government influence means influence from any level of government.

In investigating whether a market situation exists due to government influence,
Customs and Border Protection will_seek to determine whether the impact of the
government’s _involvement in__the domestic _market has materially distorted
competitive conditions. A finding that competitive conditions have been materially
distorted may give rise to a finding that domestic prices are artificially low or not
substantially the same as they would be if they were determined in _a competitive
market.”

[Emphasis added]

It is considered that the underlined quote partially reflects the nature of the Commission’s
assessment in this report in relation to the existence of a market situation in the Chinese
aluminium extrusions market.”

It is considered that the assessment as to whether a market situation exists in a particular
market constitutes a positive test. That is, before actual selling prices are rejected,
Customs and Border Protection needs to identify a ‘market situation’, and be satisfied that

33 Available online at http://www.customs.gov.au/site/page5719.asp

34 Anti-Dumping Commission Dumping and Subsidy manual June 2009, pp 26-27
35 |t noted that the Commission considers it is possible for a degree of government influence to exist in a market
without rendering the situation in the market such that sales are unsuitable for establishing normal value under

s.269TAC(1). However, the Commission considers that significant government intervention in relevant market factors
could distort prices to a degree that those prices may unsuitable for normal value.
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the ‘market situation’ renders the sales in that market not suitable for normal value
purposes.

Although it is for Customs and Border Protection to establish the nature and consequence
of the ‘market situation’, including an evaluation of whether there is an impact on
domestic prices, it is considered that the pricing effect does not necessarily have to be
guantified.

Determination of costs

In relation to the determination of reasonableness of costs under Regulation 43(2) and
Regulation 44(2), it must be assessed:

e whether the costs of manufacture are ‘reasonably reflective of competitive market
costs’ associated with the manufacture of like goods; and,

e whether selling, general and administrative costs reasonably reflect costs
associated with selling like goods (i.e. are these costs generally reasonable).

It is noted these Regulations specifically relate to the costs of like goods, rather than the
price of the goods themselves (the price of these goods is what is examined for a market
situation assessment).

Customs and Border Protection considers it is possible that government influence on
these costs can be such that these costs are not reasonably reflective of competitive
market costs (costs of manufacture) or not generally reasonable (administrative, selling
and general costs). Again, it is considered that this is a question of the degree of the
influence.

3. Previous relevant investigations

Certain Aluminium Extrusions (REP 148)

Customs and Border Protection’s 2009 investigation into aluminium extrusions from China
(REP148) involved an investigation into allegations of a particular market situation in the
Chinese aluminium extrusions market. During this investigation, Customs and Border
Protection found significant evidence of GOC intervention in the primary aluminium
market (the raw material for aluminium extrusions) in China, but limited evidence of GOC
influence on the domestic market for aluminium extrusions.

In that investigation, Customs and Border Protection considered that market situation
‘factors’ were limited (or isolated) to the market for the raw material for aluminium
extrusions, rather than the market for aluminium extrusions itself. Customs and Border
Protection found that all other costs of production and selling, general and administrative
costs of Chinese exporters of aluminium extrusions were reasonable. Other factors
identified in the investigation included GOC regulations for market entry and production
efficiency, taxes and tariffs and State Reserve Bureau purchases of primary aluminium.

Consequently, Customs and Border Protection determined normal value by:
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e substituting the cost of primary aluminium in the cost records of exporters with
acceptable costs (in this case, the prevailing London Metals Exchange (LME) price
for primary aluminium), and using domestic selling prices under s.269TAC(1) found
to be in sufficient volumes in the ordinary course of trade after this test was
performed using the substituted costs; or

e constructing normal value under s.269TAC(2)(c) using the substituted acceptable
primary aluminium costs (again, the LME price) and all other costs recorded by
exporters (as these were considered reasonable).

This was summarised in Appendix 2 of REP148 as follows:

...Customs and Border Protection considers that certain identified domestic selling
prices, or constructed domestic selling prices, of aluminium extrusions in China
within the investigation period were not artificially low, and are suitable as a basis
for determining normal value under either s. 269TAC(1) or s. 269TAC(2)(c).

Aluminium Road Wheels (REP 181)

Customs and Border Protection’s 2012 investigation into aluminium road wheels (ARW)
from China (REP181) also involved an investigation into allegations of a market situation
in the aluminium road wheels market. The ARW investigation concluded that GOC
macroeconomic policies in relation to the aluminium industry, and related implementing
measures demonstrated that the GOC plays a significant role in the aluminium industry in
China, through its various policies, plans and implementing measures.

The GOC influence was summarised in four broad categories as follows:

measures to drive structural adjustment;

technological, efficiency and environmental development measures;
tariffs, taxes, rebates and licences; and

subsidisation of encouraged practices and products.

N

REP181 determined that the price of ARWs in China is likely to have been influenced by
directly, lower input costs and general changes in the determinants of supply in both the
ARWs and upstream industries.

Customs and Border Protection considered that the impact on ARW prices had been
brought about in a significant part by the GOC influence within the aluminium industry. It
was considered that this influence had resulted in different ARW prices when compared
to what would have been the case if the relevant markets operated without GOC
intervention.

The ARW case formed the view that the GOC influence in the aluminium industry is
pronounced in the parts of that industry upstream from ARW production. In particular,
GOC-driven market distortions which resulted in artificially low prices for the key raw
materials used in ARW production in China — aluminium and aluminium alloy. In terms of
Regulation 43(2), these costs were not considered to reasonably reflect competitive
market costs.
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The main observation that supported this view was the comparison between the LME
benchmark price and the Shanghai Futures Exchange (SHFE) benchmark. In every
month of the investigation period, the LME price was higher than the SHFE. As the SHFE
benchmark was determined to be a distorted price, the LME benchmark was used as it
was considered to be a reasonable reflection of competitive market costs for aluminium
and aluminium alloy.

The ARW case constructed normal values using section 269TAC(2)(c) to replace the
costs of aluminium and aluminium alloy for each Chinese exporter. The substituted costs
were based on LME data, plus an adjustment for alloy manufacture where appropriate
(benchmark cost). In each case, application of this benchmark resulted in an uplift to an
exporters’ aluminium and/or alloy costs (i.e. the actual costs incurred by ARW exporters
for aluminium and/or alloy were lower than the benchmark amount).

C. Information relied upon

In addition to the information contained in PanAsia application for this investigation, the
Commission has also received the following that provide information relevant to the
assessment of the existence of a particular market situation in China, and the
reasonableness of Chinese exporters’ costs for the purposes of the Regulations:

. various submissions from interested parties;
. responses to the Chinese Exporter Questionnaire;
In addition, independent research into these matters has been conducted.

This information has been analysed, assessed, and considered in arriving at the
conclusions in this paper.
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PART Il GOC influence on the Chinese aluminium industry
A. Introduction

In this review of measures, the Commission has identified various GOC influences and
interventions that have affected the markets for primary aluminium and aluminium
extrusions in China. These have been identified in the form of:

1. The GOC’s broad, macroeconomic policies and plans that outline aims and
objectives for the Chinese aluminium industry, as set out in the 12" Five-Year
Plan; and

2. Implementing measures that go towards executing the aims and objectives of
the 12" FYP and any other pressing government concern.

B. GOC macroeconomic policies and plans - Five-Year Plans

As set out in REP 181, at the central government level, the GOC develops and issues
five-year plans (FYPs) establishing a social and economic blueprint for Chinese policy.
The GOC createa a set of targets and guidelines covering various social, economic and
environmental issues that outline China’s developmental direction. The first of these
national FYPs was issued in 1953, and subsequent FYPs have been issued periodically
since this time.

The Commission understands that the GOC’s National Development and Reform
Commission (NDRC) leads the development of these FYPs. The NDRC’s website
provides a detailed and comprehensive list of the NDRC'’s functions. The Commission
observed, among other things, the following NDRC functions:

e To coordinate and address major issues in economic operation and adjust
economic performance;

e To set and adjust the prices of important commodities that are regulated by
the state;

e To push forward strategic economic restructuring; to organize the
formulation of comprehensive industrial policies, coordinate key issues in
the development of primary, secondary and tertiary industries as well as
balance and coordinate industrial plans, major policies and plans for the
national economic and social development;

e To maintain the aggregate balance and overall control of important
commodities; and

e To formulate plans for the overall volume of import and export of important
agricultural products, industrial products and raw materials, supervise the
implementation of these plans and adjust them in accordance with the
performance of the national economy.

Once the NDRC submits a draft FYP, it is debated and given final approval by the Central
Committee of the Communist Party of China (CPC).
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In December 2014, the General Guidelines were established, setting out the scope for the
13™ FYP. The Commission understands that from February to October 2015, the NDRC
will be preparing a Consultative Draft that will lead into the finalisation of the 13" FYP in
March 2016.36

For the purposes of this investigation, the Commission analysed the application of the
current national FYP, the Guidelines of the 12" Five-Year (2011-2015) Plan of the
People’s Republic of China for the National Economic and Social Development (12"
FYP).The Commission considered the 12" FYP’s treatment of industries relating to non-
ferrous metals and aluminium.

Improve and promote manufacture

Section 1 of Chapter 9 of the 12" FYP refers to promoting the restructuring of key
industries. The GOC has identified the smelting and building material industries as a key
industry under the 12" FYP. The FYP states that the smelting and building material
industries should:

e Control overall volume expansion;
e Optimise variety structure;

e Make progress in product R&D;

e Integrate resources utilization;

e Conserve energy; and

e Reduce emission based on domestic demand.

Section 2 applies to the orderly relocation of urban enterprises for non-ferrous metals.
The GOC requires that key industries follow the orderly relocation of urban enterprises,
such as those relating to non-ferrous metals. The GOC also indicted that it would guide
the “clustering” of factories in order to create “advanced manufacturing bases with
international competitiveness”.

Section 4 applies to the GOC’'s plan to guide the merger and reorganisation of
enterprises. The GOC explained that its motivation is to encourage “alliance, cross-
regional merger and reorganization, and increase industry concentration with focus on
...electrolytic aluminium...industries”.

C. Implementing measures

During the investigation, the Commission identified a series of GOC measures that it
considers go towards meeting at least some of the objectives mentioned in the GOC'’s
macroeconomic policies in relation to the domestic aluminium industry.

The most prominent of these are discussed below:

36 hitp://epi.yale.edulvisuals/china-five-year-plan/
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1. 12th Nonferrous Metals Five Year Plan

On 30 January 2012, the Ministry of Industry and Information Technology (MIIT)
published the 12" Nonferrous Five Year Plan (Nonferrous Metals FYP).3” The 2012
Nonferrous Five Year Plan sets out to:

e Accelerate the construction of nonferrous mines and promote mining
exploration overseas;

e Encourage the development of alumina refineries in a number of regions
that are thought to be rich in bauxite;

e Promote the ‘circle economy’ or use of recycled materials, such as the
recovery of alumina from power generation coal ash;

e Establish guidelines that sees the movements of aluminium smelters from
Easter and Central China to Western China to encourage development in
Western China; and

e Set absolute production targets.

The Nonferrous Metals FYP specifically seeks to increase bauxite capacity to increase its
production of alumina to 8 million tonnes by 2015. Alumina is a semi-finished product
used to make primary aluminium. The Nonferrous Metals FYP also seeks to provide
“encouragement” to the development of the aluminium sector, including the manufacture
of auto aluminium sheet, heat treated aluminium plate, and high strength aluminium
extrusions

While the Nonferrous Metals FYP aims to increase bauxite and alumina production and to
encourage the development of the aluminium sector, it seeks to curb the expansion of
smelters in the production of nonferrous metals like copper and aluminium. The
nonferrous metals FYP sets a national annual aluminium output cap at 24 million metric
tons by 2015. The Bloomberg News reports that the GOC’s attempt to cap aluminium
production is designed to “curb surging raw-material prices, protect the environment and
contain inflation”.38

The Nonferrous Metals FYP seeks to set aluminium production at 24 million tonnes by
2015, however, industry expert, CRU, was of the view that Chinese primary aluminium
production was expected to reach 24 million tonnes in 2012 (when the article was
published), three years ahead of the target. As a result of unrealistic production targets,
CRU opined that the GOC'’s attempts to curtail the expansion of non-ferrous smelting
capacity would most likely fail.3® CRU :

37 www.crugroup.com/about-cru/cruinsight/chinanonferrousmetalsFiveYearPlan, “Implications from China’s
12" nonferrous metals Five Year Plan”, 24 April 2012.

38 Bloomberg News, “China to Curb Nonferrous metal Production Growth Through 2015”, 16 January 2012.

39 CRU, “Implications from China’s 12" non ferrous metals Five Year Plan, www.crugroup.com/about-
cru/cruinsight/chinaonferrousmetalsFiveYearPlan, 24 April 2012.
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“CRU believes that the central government will fail to control the growth of non ferrous
smelting capacity. China is an investment driven economy and there are few technical
barriers to construction. These facts, combined with strong growth in consumption
explain why smelting overcapacity has existed in non ferrous metals. CRU sees no
fundamental reason why this will not continue throughout the next Five Year Plan period.

2. The Directory Catalogue on Readjustment of Industrial Structure

As noted in REP 181, in 2011, the NDRC issued the Directory Catalogue on
Readjustment of Industrial Structure (Version 2011) (2011 Directory Catalogue) to
implement the 12" FYP.4 The 2011 Directory Catalogue is described as providing an
“important basis for the government to guide the direction of investments, to administer
investment projects, and to formulate and implement policies on public finance, taxation,
credit loan, land, imports, and exports”.

Under the 2011 Directory Catalogue, each industry sector is identified as either an
“encouraged”, “restricted” or “eliminated” investment industry. As noted in REP 181, the
2011 Directory Catalogue describes the non-ferrous metals industry as an encouraged
industry. As a result, the non-ferrous metals industry is eligible to receive preferential
treatment, such as in the form of credit loans. Encouraged industries can also take
advantage of exemptions from customs duties and import value added taxes in the
importation of equipment.

REP 181 indicated that the 2011 Directory Catalogue describes aluminium-related areas
as an encouraged investment industry:

e Recycling of scrapped and miscellaneous non-ferrous metal,
e Comprehensive utilisation of valuable elements;

e Comprehensive utilisation of red mud and melting slag;

e Alumina extracted from high-alumina fly ash; and

e Production of new non-ferrous metal materials for eras (sic) such as
transportation and high end manufacturing.

3. Guidelines for Accelerating the Restructuring of the Aluminium Industry

In REP 181, the ACBPS described the NDRC’s publication of the Guidelines for
Accelerating the Restructuring of the Aluminium Industry (Restructuring Guidelines) in
2006 as an indication of the GOC'’s influence in the aluminium industry. The ACBPS
noted the how the Guidelines set out “how the industry should ideally operate™.41

The Commission understands that the Restructuring Guidelines continue to operate. An
industry article states that on 24 July 2013, the MIIT published new standards for the
alumina and aluminium sectors in support of the GOC’s general directions to accelerate
the restructuring of the aluminium sector.4? Platts noted that the July 2013 standards are

40 http://www.kslaw.com/library/newsletters/TradeManufacturingAlert/2011/June/article2.html
41 REP 181, page 12.

42 Platts, “China rolls out new standards for alumina projects, focus on bauxite supply,” 25 July 2013.
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aimed at preventing unlicensed mining and waste of resources, accelerating the
restructuring of the aluminium industry and monitoring smelter expansion.

The Commission understands that the standards issued by the GOC relate to a number
of requirements for the aluminium industry, including:

e Setting long-term bauxite supply source and access;
e Minimum capacity (800,000 mt/year) for new alumina projects;

e Locations for new smelters needing to be near the coal flu ash production
zones; and

e Refining aluminium smelting projects requiring approvals from relevant
authorities and compliance with state requirements for alumina, power and
transport.

In addition to the Restructuring Guidelines, the MIIT issued the Guiding Opinion on
Accelerating the Promotion of Merger and Reorganization of Enterprises in Key Industries
(Merger Guidelines). The Merger Guidelines encourage nine of China’s key industries,
which includes electrolytic aluminium, to “increase their merger activities in an effort to
become more competitive overseas, and more efficient”.43 It requires that the top 10
enterprises in the electrolytic aluminium industry reach a concentration of 90% of the
whole industry by 2015.

4. Nonferrous Metal Industry Adjustment and Revitalisation Plan

In response to the Global Financial Crisis, the GOC released a series of industrial
revitalisation plans from January to March 2010 (Revitalisation Plans). The China
National Machinery Industry Corporation (SINOMACH), a state-owned enterprise,
reported that the Revitalisation Plans were designed to curb any downward trends in the
economy, to continue the restructure of industries and to restore market confidence.44
SINOMACH summarised the Revitalisation Plans affecting the nonferrous metal industry:

Nonferrous Metal Industry

o Efforts will be made to stabilize and expand the domestic market
and improve the export environment. Product portfolios need to be
restructured to meet the demands of various industrial sectors like
power, transportation, construction, machinery and light industries.
Supports will be extended to those exports that are featured with
high technical contents and high added values.

e Strict control will be exercised over the total production capacity
and on phasing out of backward production technologies.

43 China Legal Briefing (April 25 — May 03 2013), www.wenfei.com
44

http://www.sinomach.com.cn/templates/T_news_en/content.aspx?nodeid=320&page=ContentPage&conten
tid=3028
SEF 248 Certain Aluminium Extrusions — China

57



PUBLIC RECORD

e Greater efforts will be made to promote technical modernization
and R&D programs. Cutting-edge generic technologies will be
further developed to improve the processing strength for
mechanical equipment and critical materials.

e More efforts will be made to improve the competitive advantages
of enterprises, by promoting enterprise restructuring, optimizing
industrial distribution, enhancing management skills and safety
supervision. Resources both from home and abroad shall be fully
utilized to ensure readily access to resources.

e Speedy efforts shall be made on establishing a non-ferrous metal
recycling system that covers the whole society. Circular economy
shall be developed to improve the comprehensive utilization of
resources.4

5. Notice of the State Council on Further Strengthening the Elimination of
Backward Production Capacities

As indicated in REP 181, the Commission identified the Notice on Strengthening Work on
the Elimination of Backward Production Capacity (Backward Production Notice) issued by
the GOC in 2010 as another example of the GOC’s implementing measures. The
Backward Production Notice targets and provides a timeline for eliminating production
capacity in major industries, such as the nonferrous metal industry.46 The China Business
Review indicated that the GOC released the Backward Production Notice in order to
reduce per unit consumption of energy by 20% by the end of 2010. In keeping with the
Backward Production Notice, in May 2010, the China Business Review also reported that
the MIIT called on local governments to curb the production of 18 additional industries
involved in energy-intensive and highly polluting enterprises.4?

The Commission understands that the Backward Production Notice operates to date and
in particular, during the review period.

News articles published during the review period suggest that:

¢ In May 2013, the State Council issued a new plan to tackle overcapacity in a
number of industries. The article stated, “The long-awaited plan, published
by China’s cabinet, said it would focus on “establishing and perfecting”
market mechanisms, marking a change of approach after years spent trying
to strong-arm the sectors in submission...As well as blocking new
approvals, the new plan will seek to absorb overcapacity by stimulating
domestic demand, and will also offer tax incentives to encourage firms to
relocate plants overseas”. The news article also suggested that previous

45 Ibid.

46 http://www.chinabusinessreview.com/china-accelerates-efforts-to-combat-overcapacity/, 1 September
2010.

47 http://www.chinabusinessreview.com/china-accelerates-efforts-to-combat-overcapacity/, 1 September
2010.
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efforts in curbing overcapacity had not succeeded due to the “...growth-
obsessed local governments, which had encouraged rapid capacity
expansions with subsidies, access to credit and favourable oversupply”.48

e In July 2013, the GOC issued further directions in its attempts to control
China’s “bloated” aluminium sector49. Further examples of the ongoing
GOC intervention in reducing the overcapacity of aluminium production in
China are set out below. The GOC:

» directed 1,400 companies in 19 industries, including the electrolytic aluminium
industry, to cut excess production capacity in that 2013;%0

»> tightened regulations for operating smelters, including setting stricter limits on
power consumption and emissions;

» banned the construction of new aluminium smelters in environmentally
sensitive areas; and

» raised the production capacity of alumina refiners that use bauxite imports.

In December 2013, the NDRC announced that efficient aluminium producers will
continue to pay the same electricity rates, however less-efficient producers
(requiring 13,700 kilowatts plus to produce a ton of liquid aluminium) will be
charged a higher electricity tariff. The article noted, “The NDRC is trying to address
the effects of protective local governments. It said...that they won’t be allowed to
offer lower power prices to their aluminium producers and asked them to roll back
any existing...preferential power prices”.51

In March 2014, a news article predicted the closure of 2 million tonnes of
aluminium smelter production capacity as a result of the low aluminium price and
the GOC’s drive to curb production capacity. The article observed that the low
aluminium price was “below full production costs of almost all smelters in China...”.
The article suggested that local governments have propped up unprofitable
smelters by offering subsidies. More recently, the central government had
prohibited local governments from providing subsidies. With the low domestic price
and apparent limitation of subsidies, several smelter operators have exited the
industry or have gone into bankruptcy. The article suggested that while the central
government had made tackling overcapacity as a priority, it was unlikely to allow
many smelters to go into bankruptcy due to possible widespread financial
fallouts.52

48 http:www.reuters.com/article/2013/10/15/us-china-overcapcity-idUSBRE99E05620, “China to ban new
projects, strengthen market in new overcapacity plan”, 1 May 2013.

49 http://www.reuters.com/article/2013/07/24/china-restructuring-aluminium-idUSL4NOFUO0IZ20130724

50 http://www.bloomberg.com/news/articles/2013-07-25/china-cuts-capacity-in-some-industries-to-reshape-
economy

51 The Wall Street Journal, “China Moves to Cut Aluminium Overcapacity,” 23 December 2013.
https://blogs.wsj.com/moneybeat/2013/12/23/china-moves-to-cut-aluminium-overcapacity.

52 www.reuters.com/article/2014/03/05/china-aluminium-idUSL3NOMO35520140305, “Low prices forcing

aluminium smelters in China to cut output-trade”, 5 March 2014.
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6. State Bureau of Material Reserve

In REP 148, the ACBPS found that the China State Reserve Bureau's (CSRB’S)
intervention in the primary aluminium market through the purchase and stockpiling of
large quantities of primary aluminium from the Chinese domestic market did impact
domestic aluminium prices. REP 148 stated:

The CSRB purchases of primary aluminium are regarded by Customs and Border
Protection to be significant government interventions in the primary aluminium market.
Irrespective of the motivation for two such interventions, the apparent outcomes were
that aluminium prices responded; in the first instance by stabilising and even
increasing from a falling trend; and in the second instance by further increases in
prices.53

In the current review, the Commission understands that the State Bureau of Material
Reserve (SBMR) (formerly known as the CSRB), situated within the NDRC, continues to
exert influence on the Chinese primary aluminium market.

As the government unit responsible for managing strategic material reserves, it continues
to purchase and sell aluminium when it considers necessary. For example in March
2013, the SBMR announced that it would buy up 300,000 tonnes of aluminium for delivery
between 1 April and 31 May 2013.5 The industry article suggested that the government’s
buy to buy excess aluminium in the market “perpetuate[d] the oversupply situation”. It
further observed that the GOC'’s decision to intervene in the market was “designed solely
to support China’s domestic market”.

The SBMR'’s role is not limited to purchasing aluminium due to the widely-perceived glut
in the Chinese aluminium market. At times, the SBMR has also been known to sell
aluminium to ease supply shortages. For example, in November 2010, the SBMR sold
117,000 tonnes of aluminium ingot reserves in order to address supply shortages
resulting from the government’s policies of limiting aluminium production.>>

7. Export tariffs on primary aluminium
In REP 181, ACBPS found the following:

When combined with the observation that export taxes on primary aluminium were
at significant levels with no VAT export rebates, and processed aluminium
products attracted lesser export taxes and considerable VAT export rebates, it
seems to indicate a policy desire to minimise exports of primary aluminium and
encourage exports of processed aluminium products.

53 REP 148, p36.

54 www.aluminiumtoday.com/news/view/china-state-reserves-bureau-buys-300kt, Aluminium International
Today, 22 March 2013.

55 www.worldal.com/news/china/2010-11-18/12900422583, “State Reserve Bureau to sell aluminium ingot
reserves”, 18 November 2010.
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Customs and Border Protection considers these observations relevant in so far as
it is reasonable to expect such factors caused a significant increase to the supply
of primary aluminium in China as exporters’ competitiveness would have been
seriously eroded by the export taxes and lack of VAT export rebate. As a result it
is reasonable to consider this exerted downward pressure upon the domestic price
of primary aluminium in China.>56

In this review, the Commission has found that the 15% export tax on primary aluminium
has not been abolished in spite of requests from a number of smelter operators. The
industry article notes that this export tax serves to encourage the manufacture and export
of value-added products, curb the flow of ingots overseas and conserve energy. The
article indicated that due to China’s limited power generating capacity, the GOC was
against abolishing the tax as it perceives the export of primary aluminium as “exporting
electricity and importing pollution”.57

In the original investigations into dumped aluminium extrusions and ARWSs, both cases
found that exports taxes applied to exports of primary aluminium. The ARW case made
the observations that the export tax on primary aluminium was reduced from 30% to 0%
in 2007 but was reintroduced in 2009 at a rate of 15%, and remained at that rate through
to June 2011. The aluminium extrusions case also made similar findings in relation to the
level of taxes imposed on exports of primary aluminium.

In both cases the view was formed that the existence of export taxes and VAT export
rebates on processed aluminium was an indication of GOC policy to minimise exports of
primary aluminium and encourage exports of processed aluminium products.

A recent Platts Financial report in December 2014 indicates that the 15% export tax
continues to apply to exports of primary aluminium and through the Commission own
verification process it was found that exporters are receiving a 13% VAT rebate for
exports for aluminium extrusions.

Information received from the GOC in its questionnaire for the current ARW review of
measures case supports media reports and demonstrates a continuation of the policies
that existed in the original extrusions and ARW cases.

The GOC response confirms that a 15% export tariff applies to non-alloyed aluminium
and bauxite and VAT rebates are not available for these products. Reflecting on the
original case finding that suggests these policies are designed to minimise exports of
primary aluminium, the Commission has compared the export volumes of primary
aluminium to the national output volumes. Both sets of data have been provided by the
GOC inits ARW review of measures questionnaire.

The GOC response confirms that a 15% export tariff applies to non-alloyed aluminium
and bauxite and VAT rebates are not available for these products. Reflecting on the
original case finding that suggests these policies are designed to minimise exports of

56 REP181,p34.

57 Platts, “China unlikely to cut 15% export tax on primary aluminium: sources”, www.platts.com/latest-
news/metals/sydney/china-unlikely-to-cut-15-export-tax, 9 December 2014.
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primary aluminium, the Commission has compared the export volumes of primary
aluminium to the national output volumes. Both sets of data have been provided by the
GOC inits ARW review of measures questionnaire.

The GOC primary aluminium export data is provided for the period July 2008 to June
2014. When compared to the figures provided in the original case, between June 2011
and June 2014, China exported 2.1 million tonnes of primary aluminium. The total volume
exports equates to 3.4 per cent of the national output of 62 million tonnes over the same
period.

8. State owned aluminium smelters

Further evidence of the GOCs involvement in the primary aluminium is shown in data
provided by the GOC for the aluminium road wheels review of measures case. This data
shows that state-owned enterprises and SIEs continue to account for a combined 60% of
the total national volume of primary aluminium produced in China in 2013 and
approximately 55% in the six months commencing 2014. This is consistent with the
original investigation which found that almost half of the production volume was sourced
from SOE and SIE companies. Total production of primary aluminium in China in 2013
was reported to be 22 million tonnes.

The information provided to the ARW case by the GOC also contained a listing of 50 SIE
primary aluminium producers. It is noted that SIE companies (also referred to as
collectively-owned enterprise) accounted for 989,000 tonnes of production in 2013
compared to 12.2 million tonnes produced by SOE companies and 5.5 million tonnes from
privately owned enterprises. Notably, the data demonstrates that the proportion of SOE
sourced primary aluminium production volume remains significant.

D. Commission’s assessment

After identifying relevant GOC macroeconomic policies in relation to the primary
aluminium industry and related implementing measures, the Commission considers there
is significant evidence on the record to show that the GOC influences the primary
aluminium industry in China.

Notwithstanding the GOC’s more recent attempts to reform the aluminium industry, the
Commission continues to be of the view that the significant GOC influences and
interventions continue to distort the competitive conditions in the primary aluminium
industry

1. Macroeconomic policies

As the architect of the FYPs, the Commission considers that the NDRC'’s functions
illustrate the situation in the Chinese market. That is, a main government body is
entasked to manage and control China’s macroeconomy instead of allowing market
forces to shape commercial dynamics and outcomes. As noted by the Commission
above, the State Council released a plan in May 2013 to tackle overcapacity in a number
of industries, including the aluminium industry. The State Council indicated that this plan
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would not force industries into submission, rather it would focus on “establishing and
perfecting” market mechanisms®8.

While a number of the GOC policies identified in the 2011 Directory Catalogue and
Backward Production Capacity relate to certain environmental and social policies, such as
reduction of outdated and high-cost technologies, the Commission considers that overall,
the GOC policies can reasonably be considered to go towards the GOC'’s policies of
management and control of industries, as embodied in the NDRC'’s functions:

e pushing forward strategic economic restructuring;

e setting and adjustment of prices of important commodities that are regulated by the
state;

e control of important commodities;

e planning of import and export volumes; and

e coordination of industrial development.

2. Nonferrous metals and aluminium-specific measures

Similar to findings in REP 181, the Commission considers that the 2011 Directory
Catalogue and Backward Production Notice are examples of sub-policies and measures
of GOC macroeconomic policies designed to implement the ‘aspirational’ aims of GOC
policies, in particular the 12" FYP.

The Commission considers that the Nonferrous Metals FYP, Restructuring Guidelines,
Merger Guidelines and Revitalisation Plans strongly suggest the GOC'’s influences and
interventions in the aluminium industry. These policies establish GOC expectations of
industry behaviours in mergers and acquisitions, business expansion, product
development, exporting and resource management.

The promulgation of these GOC measures suggests that competition and normal market
forces are diminished or are supplanted by government policies and measures. As
described in Part Il above, the Commission identified examples of the GOC'’s policies that
influenced the primary aluminium industry by mandating measures, such as the following:

¢ intervention by the GOC in reducing the overcapacity of aluminium production, for
example by capping the national annual aluminium output;

e increasing mergers in the electrolytic aluminium industry in order to make it more
competitive in the overseas market;

e increasing bauxite and alumina production (key materials for the production of
aluminium);

e revitalisation plans designed to curb downward trends in key industries, such as
the nonferrous metal industry; and

58 http:www.reuters.com/article/2013/10/15/us-china-overcapcity-idUSBRE99E05620, “China to ban new
projects, strengthen market in new overcapacity plan”, 1 May 2013.
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e imposing greater scrutiny of and additional government authorisations for new
aluminium smelters.

The Commission notes that the GOC'’s attempts to curb local government subsidies to
aluminium smelters highlight the continuing efforts by local governments to support
aluminium producers by providing preferential pricing, such as electricity prices. It also
highlights the apparent conflict between the central government and local governments in
their policies towards aluminium smelters.

In addition, the SBMR continues to purchase and stockpile significant quantities of
aluminium from the domestic market, depending on the GOC’s assessment of supply
levels and domestic pricing. The GOC also influences the production of aluminium
through state-owned aluminium smelters. As noted above, SOEs and SIEs together
account for over 60% of the total national output. Further, the GOC actively controls the
primary aluminium supply in China by limiting its exportation by imposing a 15% export
tax. These GOC interventions underlines the GOC'’s active role in controlling the supply
and demand (and hence pricing) of aluminium in the domestic aluminium market.

3. GOC reforms

During the review period, the Commission observed several examples of the GOC'’s
attempts to reform the nonferrous metals and electrolytic aluminium industry. Certain
GOC policies, such as capping of production capacity and limitation of smelters’ power
usage and restricting access to local government subsidies, were unveiled during the
review period. News articles published during the review period report that the GOC
seems to have made the reform of the aluminium industry as a priority. The Commission
notes that the GOC'’s attempts at reforming the aluminium industry were also cited in REP
148 and REP 181. Both REP 148 and 181 referred to the GOC'’s attempts to address
overcapacity through structural reforms and elimination of backwards capacity.

The Commission considers that while the GOC has signalled attempts to lessen
government influence on the aluminium industry by way of local government subsidies,
there has not been sufficient time for recent GOC reforms to address fully the chronic
issues of government subsidies in the production of aluminium and other factors
contributing to the glut of primary aluminium in the Chinese market. While there appears
be reform in local government subsidies, the central government continues to exert its
influence through other policies and measures. The Commission also considers that
certain industry analysts have expressed doubt about these reform programs succeeding
due to:

e conflicts between the central government’s policies and local governments policies;
e potential fallouts, such as widespread bankruptcy of aluminium producers; and
e unrealistic expectations concerning production caps.

PART Il The Commission’s assessment of the likely impact of the
GOC'’s influence on the aluminium extrusions industry
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A. Introduction

After identifying numerous GOC influences on the primary aluminium industry, the
Commission has undertaken an assessment as to whether it is reasonable to consider
that a market situation existed in the Chinese aluminium extrusions industry during the
review period, such that sales in that market are unsuitable for determining normal value
under section 269TAC(1).

In examining whether a market situation existed in the Chinese market for aluminium
extrusions, the Commission has examined the likely impact of the various GOC
macroeconomic policies and plans and their implementing measures on the price of
primary aluminium, the primary input to the manufacture of aluminium extrusions. In line
with REP 181, the Commission has accepted that the cost of primary aluminium is a
major cost component in aluminium extrusions. Finally, the Commissioner has considered
the GOC'’s direct influences on the aluminium extrusions industry.

B. Impact on price of aluminium — cost of primary input to aluminium
extrusion

1. LME and SHFE prices

Other relevant investigations have previously referred to the LME and SHFE in assessing
the impact of government influence on the price of aluminium.

In REP 148, ACBPS observed that SHFE prices were lower than LME prices. This
observation was a significant factor in explaining the impact of the GOC influence on
primary aluminium prices. ACBPS replaced the exporters’ cost of primary aluminium with
costs that reasonably reflected competitive market costs associated with the production or
manufacture of aluminium extrusions. ACBPS determined that there was no situation in
the market distorting the price of aluminium extrusions that rendered the domestic sales
unsuitable for normal value purposes.

On the other hand, REP 181 analysed the SHFE and conducted a comparative analysis
of the aluminium prices between the LME and the SHFE. ACBPS observed that the
SHFE spot market prices were consistently lower than the LME prices during the
investigation period. In this investigation, ACBPS determined that:

“...available information and Customs and Border Protection’s analysis indicates that
these influences are likely to have had a material impact on the domestic price of
ARWSs in the investigation period, such that prices of ARWSs in that market are no
longer suitable for determining normal value under s.269TAC(1)".

In this review, the applicant, PanAsia, claims that a comparison of LME prices from the
original investigation period to the year to date ending March 2014 shows a significant
change in prices between the periods. PanAsia claims that LME prices are now
approximately 5% lower than those during the original investigation period.

The Commission considers that the significant GOC influence and intervention (as
described in detail in Part 1l of this Appendix) has resulted in domestic aluminium prices
that are materially distorted and therefore, unsuitable for normal value purposes. In the
circumstances, the Commission considers that it would not be reasonable to compare the
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LME, a global competitive market, to the SHFE, a closed exchange that is restricted to
Chinese nationals only.

The Commission refers to relevant findings made in the United States Countervailing
Duty Investigation of Certain Softwood Lumber Products from Canada (Softwood Lumber
case). In this case, the Import Administration inquired whether the Canadian provincial
government’s stumpage programs conferred a benefit on Canadian softwood lumber
producers. The Import Administration applied its regulations in considering three
categories of comparison benchmarks for determining whether a government good or
service is provided for less than adequate remuneration®. The Import Administration
concluded that there was no market-based internal Canadian benchmarks. It referred to
the preamble to the relevant regulations in stating its reasons:

“Where the market for a particular good or service is so dominated by the presence of
the government, the remaining private prices in the country in question cannot be
considered to be independent of the government price. It is impossible to test the
governnlscgnt price using another price that is entirely, or almost entirely, dependent
upon it.””".

While the Softwood Lumber case focused on a government’s provision of service, the
analysis is relevant to the Commission’s consideration of an appropriate benchmark in
determining the GOC's influence on the price of aluminium. The Commission considers
that the significant examples of GOC control and management of the aluminium industry
renders the primary aluminium prices in the Chinese market, including the SHFE prices,
materially distorted. Like in the Softwood Lumber case, using the SHFE as a benchmark
for comparative analysis, would render the analysis “...circular because the benchmark
price would reflect the very market distortion which the comparison is designed to
detect”.61

2. Production of aluminium and smelters’ costs

The Commission considers that the smelters’ cost of production of aluminium provides a
meaningful illustration of the situation in the Chinese market. In a detailed submission
provided by Capral to the Commission, Capral wrote:

“China accounts for over 40% of global production of primary aluminium, yet the
average cash cost to produce primary aluminium in China is around 30% higher than
the rest of the world, primarily due to the higher cost of alumina and energy. For
example, in the March quarter of 2014 the cash cost in China was USD 2,097 per
metric tonne (MT), compared to an average for USD 1,573 per MT for the rest of the
world, and this was driven by higher alumina and energy costs (USD 210 and 388 per
MT higher respectively). For this same period analysis shows that 100% of China’s

59 |ssues and Decision Memorandum: Final Results of the Countervailing Duty Investigation of Certain
Softwood Lumber Products from Canada, 67 FR 15545, 2 April 2002.

60 |pid, p32.
61 |bid.
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aluminium production is unprofitable (on a cash cost basis), compared to only 6% for
the rest of the world.”62

Analysis by Harbor Aluminium Intelligence Unit

In support of its submission, Capral relied on data obtained from an independent analysis
performed by Harbor Aluminium Intelligence Unit (Harbor Aluminium). Harbor Aluminium
provides industry expert analysis and consultancy services, including strategic aluminium
industry and outlook reports. It provides specific reports on the Chinese aluminium
industry and in-depth cost curves analysis in aluminium smelting, aluminium refining and
bauxite mining.

Relying on Harbor Aluminium’s ‘aluminium smelting cost curve analysis’ reports, Capral
submitted that SHFE prices were lower than the estimated cash cost of production
across all quarters of the investigation period. Capral submitted that Chinese domestic
aluminium prices are below the estimated cost of production.

Further, Capral relies on Harbor Aluminium’s “Summary of Unprofitable Aluminium
Operating Capacity by Smelter”, which shows that of 23,894 Chinese smelters, after
casting, 100% are unprofitable and are operating at a loss. The Commission understands
that Harbor Aluminium has estimated these costs of production based on costs that are
unsubsidised.

Other evidence supporting that Chinese smelters are operating at a loss

Other information before the Commission are consistent with the Harbour Aluminium
analyses that: (1) domestic aluminium pricing are sold at below the cash cost of
production; and (2) Chinese smelters are operating at a loss. As set out in Part Il of this
Appendix, the non-ferrous metals industry’s status, as an “encouraged industry”, allows
aluminium producers to receive more favourable rates and charges from local and
provincial government. For example, electricity tariff data for 2013 available on the public
record from the US Countervailing Investigation into Boltless Steel Shelving Units Pre-
packaged for Sale from China shows that the primary aluminium, or electrolytic
aluminium, industry receives preferential tariffs that are lower than the rates generally
available to large industry®3.much of the “Chinese aluminium capacity operates at a loss
and is reliant on subsidies from local and regional governments to survive.”64

C. Direct influence on the aluminium extrusions industry
The Commission understands that aluminium is a significant commodity in the rapid

industrialisation of China. An industry article states, “Aluminium extrusion products, which
have enormous potential for industrial applications, will play a key role in this economic

62 Submission, Australian industry — Capral Ltd, EPR 248, no 038.

63 US ITA Case C-570-019 Countervailing Duty Investigation of Boltless Steel Shelving Units Pre-packaged
for Sale from the People’s Republic of China: Preliminary Benchmark Memorandum, 23 January 2015.

64 Reuters, “China aluminium surplus likely to cap price rally”, July 2014.
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transformative process. Among the country’s existing 124 industrial sectors, 113 (or 93%)
use aluminium products”.65

The GOC has also been trying to “boost the demand” for aluminium to address the
industry’s overcapacity. Similarly, government departments have issued guidelines on
increasing the consumption of aluminium extrusion profiles. Under the Notice on Guiding
Opinions for Accelerating Aluminium Industrial Restructuring, the NDRC, along with 9
other ministries and commissions, proposed increasing the proportion of high value-
added aluminium extrusion products to achieve a 70:30 ratio between industrial
aluminium extrusion profiles and construction aluminium extrusion profiles.

D. The Commission’s assessment

The Commission considers that the GOC'’s actions have directly impacted the price of
aluminium materials in China, causing prices to be materially distorted. The Commission
understands that the cost of primary aluminium makes up 70-80% of the cost of
aluminium extrusions, based on the Commission’s verification of exporters’ responses to
the Commission’s questionnaires.

Economics of supply

The Commission has also considered an economic assessment of the likely impact of
these GOC influences on the determinants of supply of aluminium extrusions, and the
resulting likely impact on the price of aluminium extrusions in China

It is accepted economic analysis that decreasing marginal costs of production would, all
other things being equal, cause a shift in supply. This causes producers to supply more
products at any given price. In this case, the equilibrium price (the price at which the
guantity demanded equals the quantity supplied) will be lower than before the shift in

supply.
Direct impact on cost of primary input

As discussed above, the Commission has found that the price of primary aluminium has
been materially distorted by the GOC'’s influences and interventions. Government
influence has also impacted the price of aluminium extrusions through the reduction of
input prices through subsidised production costs of primary aluminium and preferential
treatment provided to aluminium producers. Direct intervention by the GOC through the
purchase and stockpiling of large quantities of primary aluminium and export tariffs on
aluminium were likely to have impacted the supply of aluminium extrusions.

Subsidisation

65 China Zhongwang, “Aluminium Extrusion Industry: Overview and Outlook”, www://Izhongwang.com, 1
June 2011.

66 South China Morning Post, “China’s demand for copper, aluminium expected to rise in 2014”, 7 October
2013.
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As set out in Appendix 2 below, the Commission has found that Chinese exporters of
aluminium extrusions have been in receipt of countervailable subsidies from the GOC,
and that evidence exists to suggest that upstream suppliers of aluminium materials have
also potentially been in receipt of subsidies.

The likely impact of these subsidies on the costs of factors of production of aluminium
extrusions and hence the price of aluminium extrusions through:

e improving the technology used by aluminium extrusions manufacturers,
decreasing the cost of production, as well as affecting the supply and hence price
of aluminium enterprises (and upstream industries that are also likely to have
received subsidies); and

e directly reducing input prices of products at each stage of production if the
subsidies are passed on by the recipient enterprises.

The Commission’s conclusion

The Commission has determined that the price of aluminium extrusions in China is likely
to have been influenced by changes in determinants of supply due to lower costs of
production. The Commission considers that it is likely that there has been an impact on
aluminium extrusions prices, brought about in a significant part by the GOC influence on
the primary aluminium industry. It is considered that this influence has resulted in lower
aluminium extrusions prices than what would have been the case if the relevant markets
operated without GOC influences and interventions.

The Commission has determined that the price of aluminium extrusions in China was
likely to have been influenced by:

o directly, lower input costs; and
e more generally, changes in the determinants of supply in the aluminium extrusions
industry.

The Commission considers that the extent of the impact of these GOC influences on
supply are extensive, complex and manifold, and their resulting impact on the price of
aluminium extrusions is not able to be easily quantified. The Commission considers that
the quantification of price effects is not necessary in assessing the suitability of prices for
normal value under section 269TAC(1). However, available information and the
Commission’s analysis indicates that these influences and interventions are likely to have
had a material impact on the domestic price of aluminium extrusions in the investigation
period, such that prices of aluminium extrusions in that market are no longer suitable for
determining normal value under section 269TAC(1).

The Commission, therefore, considers that GOC influences and interventions in the

Chinese aluminium industry have created a ‘market situation’ in the domestic aluminium
extrusions market, as set out under section 269TAC(2)(a)(ii).
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NON-CONFIDENTIAL APPENDIX 2 — ASSESSMENT OF
COUNTERVAILABILITY OF SUBSIDIES

PART | Overview

A. Introduction and summary of findings

This appendix details the Commission’s assessment of the 19 subsidy programs that
currently apply to aluminium extrusions exported from China. An additional 19 were also
investigated in the review.

The findings in relation to all investigated programs, and the Commission’s preliminary
assessment of the countervailability of each in relation to aluminium extrusions from
China, is outlined in the below table.

Countervailable
Program Program Name Program in relation to
Number 9 Type the goods
(Yes/No)

Preferential tax policies for FIEs in the coastal economic

1 open areas and economic and technological development Tax No
zones
One-time Awards to Enterprises Whose Products Qualify

2 for ‘Well-Known Trademarks of China’ and ‘Famous | Grant Yes
Brands of China’

3 Provincial Scientific Development Plan Fund Grant Yes

4 Export Brand Development Fund Grant Yes

5 Matching Funds for International Market Development for Grant ves
SMEs

6 Superstar Enterprise Grant Grant Yes

7 Research & Development (R&D) Assistance Grant Grant Yes

8 Patent Award of Guangdong Province Grant Yes

9 Training Program for Rural Surplus Labour Force Transfer Grant Yes
Employment
Preferential Tax Policies for FIEs — Reduced Tax Rate for

10 Productive FIE's scheduled to operate for a period of not Tax No
less than 10 years

15 Aluminium provided at less than adequate remuneration LTAR Yes

16 Preferential tax policies for FIEs established in Special Tax NoO
Economic Zones (excluding Shanghai Pudong area)

17 Preferential tax policies for FIEs established in Pudong Tax No
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Countervailable

Program Program in relation to
Number ALCI NS Type the goods
(Yes/No)

area of Shanghai

18 Preferential tax policies in the Western Regions Tax Yes

21 Tarnff and VAT Exemptions on Imported Materials and Tax Yes
Equipment

26 Innovative Experimental Enterprise Grant Grant Yes

29 Special Support Fund for Non-State-Owned Enterprises Grant Yes

32 Venture Investment Fund of Hi-Tech Industry Grant Yes

35 Grants fqr Encouraging the Es_tabllshr_nent of Headquarters Grant Yes
and Regional Headquarters with Foreign Investment

a4 Preferential lending programs — Ipans from Chinese policy Loans No
banks and state owned commercial banks

45 Provision .of land use rights for less than adequate LTAR NoO
remuneration

46 Provision of electricity for less than adequate remuneration LTAR No

47 Prefere.ntlal tax policies for high and new technology Tax Yes
enterprises

48 Provincial Government of Guangdong tax offset for R&D Tax Yes

49 E;(ée;nptlon from city construction tax and education tax for Tax No

50 Refund of land-use tax for firms located in the Zhaoqing Tax No
New and High Tech Industrial Development Zone (ZHTDZ)

51 Fund for SME bank-enterprise cooperation projects Grant No

52 Special fund for science and technology in Guangdong Grant No

53 Provincial fund for fiscal and technological innovation Grant No

54 Provincial loan discount special fund for SMEs Grant No

55 Export rebate for mechanic, electronic, high tech products Grant No

56 PGOG special fund for energy saving technology reform Grant Yes

57 PGOG science and technology bureau project fund Grant No

58 Development assistance grants from the ZHTDZ Grant Yes

59 Provision of water for less than adequate remuneration LTAR No

60 Provision . of natural gas for less than adequate LTAR NoO
remuneration

61 Provision of heavy oil for less than adequate remuneration LTAR No

62 Currency undervaluation No

B. Relevant legislation

Section 269T of the Act defines a ‘subsidy’ as follows:
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"subsidy" , in respect of goods exported to Australia, means:

(a) a financial contribution:

(i) by a government of the country of export or country of origin of the goods; or

(ii) by a public body of that country or a public body of which that government is a
member; or

(ii) by a private body entrusted or directed by that government or public body
to carry out a governmental function;

that involves:
(iv) a direct transfer of funds from that government or body; or

(v) the acceptance of liabilities, whether actual or potential, by that government or
body; or

(vi) the forgoing, or non-collection, of revenue (other than an allowable exemption
or remission) due to that government or body; or

(vii) the provision by that government or body of goods or services otherwise than
in the course of providing normal infrastructure; or

(viii) the purchase by that government or body of goods or services; or

(b) any form of income or price support as referred to in Article XVI of the General
Agreement on Tariffs and Trade 1994 that is received from such a government or body;

if that financial contribution or income or price support confers a benefit (whether directly
or indirectly) in relation to the goods exported to Australia.

(Emphasis added)

This reflects Article 1.1 of the WTO Agreement on Subsidies and Countervailing
Measures (SCM Agreement).

Section 269TAAC of the Act defines a countervailable subsidy as follows:

(1) For the purposes of this Part, a subsidy is a countervailable subsidy if it is
specific.

(2) Without limiting the generality of the circumstances in which a subsidy is
specific, a subsidy is specific:

(a) if, subject to subsection (3), access to the subsidy is explicitly limited to
particular enterprises; or

(b) if, subject to subsection (3), access is limited to particular enterprises
carrying on business within a designated geographical region that is within
the jurisdiction of the subsidising authority; or

(c) if the subsidy is contingent, in fact or in law, and whether solely or as
one of several conditions, on export performance; or

SEF 248 Certain Aluminium Extrusions — China

72


http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s4.html%23australia
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23country_of_export
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23country_of_origin
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s4.html%23country
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s4.html%23carry
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23allowable_exemption_or_remission
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23allowable_exemption_or_remission
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s4.html%23australia
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23subsidy
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23countervailable_subsidy
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23subsidy
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23subsidy
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23subsidy
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s4.html%23carry
http://www.austlii.edu.au/au/legis/cth/consol_act/ca1901124/s269t.html%23subsidy

PUBLIC RECORD

(d) if the subsidy is contingent, whether solely or as one of several
conditions, on the use of domestically produced or manufactured goods in
preference to imported goods.

(3) Subject to subsection (4), a subsidy is not specific if access to the subsidy:

(a) is established by objective criteria or conditions set out in primary or
subordinate legislation or other official documents that are capable of
verification; and

(b) those criteria or conditions do not favour particular enterprises over
others and are economic in nature; and

(c) those criteria or conditions are strictly adhered to in the administration of
the subsidy.

(4) Despite the fact that access to a subsidy is established by objective criteria, the
Minister may, having regard to:

(a) the fact that the subsidy program benefits a limited number of particular
enterprises; or

(b) the fact that the subsidy program predominantly benefits particular
enterprises; or

(c) the fact that particular enterprises have access to disproportionately
large amounts of the subsidy; or

(d) the manner in which a discretion to grant access to the subsidy has
been exercised;

determine that the subsidy is specific.

Subsection 269TACC(3) of the Act specifies the guidelines that the Minister is to have
regard to in determining whether a financial contribution confers a benefit.

Under paragraph 269TJ(1)(a) of the Act, one of the matters that the Minister must be
satisfied of to publish a countervailing duty notice under the Dumping Duty Act is that a
countervailable subsidy has been received in respect of the goods.

PART Il  Information considered by the Commission

A. INFORMATION PROVIDED BY EXPORTERS

The Commission has relied upon information provided by exporters in assessing the
alleged subsidy programs. This includes information provided by the cooperating exporter
group in the Exporter Questionnaire responses, as well as information provided during the
verification visit.

B. INFORMATION PROVIDED BY THE GOVERNMENT OF CHINA

The Commission included questions relating to each program in a Government
Questionnaire that was sent to the GOC on 25 July 2014. The requested deadline for
receipt of the questionnaire was 3 September 2014.

A representative of the GOC wrote to the Commission 11 September 2014 to advise that
the GOC questionnaire response was to be discussed during the 4™ High Level Dialogue
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on Trade Remedies that was held in Canberra on 19 September 2014. The Commission
advised the GOC representative that the High Level Dialogue was not appropriate forum
for raising issues in relation to specific investigations and was contrary to the purpose of
the dialogue. A final response from the GOC on 16 September 2014 advised of the
GOC'’s position that the Commission’s investigation on the new list of subsidy programs
was inconsistent with the relevant WTO rules and thus would not be responding to the
request to complete a questionnaire. The statement regarding the WTO rules reflects the
GOC position contained in its submission to the Commission dated 24 July 201467

A copy of the correspondence between the Commission and the GOC is provided on the
case public record at item 37. The Commission’s response to the GOC’s 24 July 2014
submission is also provided on the case public record at item 26.

Regarding the GOC'’s position on the initiation of new subsidy investigations, it was of the
view that the Commission had not met its obligations under Article 13.1 of the WTO
Agreement on SCM by not consulting with the GOC after receiving an application under
Article 11 of the SCM. It also argues that the Commission had not met its obligations
under Article 22 of the SCM to provide adequate information on the program beings
investigated.

The Commission’s response clarifies that the application for this review, made by
PanAsia is not an application under Article 11.1. The review of countervailing measures is
being conducted under Article 21.2 of the SCM and pursuant to Article 21.4 the provisions
of Article 12 of the SCM apply to this review. With respect to the obligations under Article
21 and the Article 22, the Commission advised the GOC that such obligations have been
met by the publication of a public notice announcing the commencement of the review.

In a later submission to the Commission regarding Program 62 - Currency
Undervaluation, the GOC'’s letter dated 24 September 201468 has been considered in the
decision to determine if Program 62 is countervailable. The Commission’s assessment of
this program is contained in Part PART Il

Whilst the GOC provided a submission regarding Program 62 it remains that it has not
cooperated with the Commission’s request for detailed information about any of the
programs identified in the Government Questionnaire.

C. INFORMATION CONSIDERED AS PART OF THIS ASSESSMENT

The Commission also considered as part of this assessment;

67 Case 248 Public Record Item 22.
68 Case 248 Public Record Item 41.
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e The findings from the December 2014 United States Department of Commerce
International Trade Administration’s (ITA) review®® of countervailing duty on
aluminium extrusions form China;

e Data collected from the public record of the ITA’s review of countervailing duty on
Boltless Steel Shelves exported from China

e findings from other subsidy investigations conducted by the Commission and other
jurisdictions.

PART Ill  Category One: Provision of Goods

A. Program 15 — Aluminium provided at less than adequate
remuneration.

BACKGROUND

In the original investigation it was alleged that Chinese exporters of aluminium extrusions
have benefited from the provision of goods by the GOC at less than adequate
remuneration. In particular it was claimed that primary aluminium, the main input used in
the manufacture of aluminium extrusion, was being produced and supplied by
government owned enterprises at less than adequate remuneration.

Under this program, a benefit to the exporter of aluminium extrusions is conferred by
primary aluminium being provided by the GOC at an amount reflecting less than adequate
remuneration, having regard to prevailing market conditions in China.

Consistent with the original investigation, the Commission sought information from the
exporters to establish the quantity and cost of primary aluminium purchases, the form
(ingot or billet), origin of product, identify of the supplier (trader or original manufacture)
and if the supplier was an SOE.

In determining whether the provision of goods conferred a benefit, Customs and Border
Protection has had regard to the guidelines set out in subsection 269TACC(3) of the Act.

In establishing a benchmark price for primary aluminium reflecting adequate
remuneration, the Commission again considered whether prices from private enterprises
were an appropriate basis.

The exporters from whom the Commission received questionnaire responses reported a
collective 450,000 tonnes of aluminium purchases during the period of investigation from
a mixture of SOE and SIE smelters, traders and privately owned firms.

Evidence of the presence of GOC influence is illustrated in new information provided to
the review in relation to Chinese smelting costs. This particular aspect of the Chinese

69 United States Department of Commerce International Trade Administration - Decision Memorandum for
the Final Results of the Countervailing Duty Administrative Review: Aluminium Extrusions from the People's
Republic of China (22 December 2014).

SEF 248 Certain Aluminium Extrusions — China

75



PUBLIC RECORD

primary aluminium smelting industry was not assessed in the original investigation. The
cost data shows that the prevailing SHFE price in China is below the cash cost of
production for primary aluminium. Information obtained by the Commission also suggests
that the primary aluminium industry receives local and provincial government assistance
for electricity. Electricity is reported to represent at least 40% of the cost of make primary
aluminium.

The Commission’s examination of the cooperating exporter's primary aluminium
purchases in this review illustrates that, with the exception on one exporter, the exporters
had paid less than the cost to make primary aluminium and ex-VAT paid prices were
found to closely track the SHFE price.

The exporter’s purchasing data also revealed that aluminium was purchased from an
SOE or and SIE. In some cases where a trader was involved the exporter was unable to
identify if the producing mill was an SOE or SIE mill. One exporter who did not provide
adequate information fell into this category.

Consistent with the original investigation, the Commission continues to hold the view that
prices of primary aluminium supplied by state-owned enterprises or state invested
enterprises are likely to have influenced domestic primary aluminium prices generally.
The continued large proportion of SOE and SIE sourced primary aluminium production in
China is considered to drive prices down generally and thus prices accepted by privately
owned smelters are also influenced such that it is below the cost to make.

The inference is made on the basis that that the effect of government owned and
subsidised primary aluminium production in China has suppressed prices such that
aluminium extruders are benefiting from lower input costs than would otherwise be
available.

The Commission has also taken into account the following factors which indicate the
Government’s involvement in the domestic aluminium market and the distorting effects on
domestic prices:

e export taxes on primary aluminium; and

e purchase of primary aluminium by the GOC,;

e significant ownership of smelting capacity by SOE and SIE;

e preferential treatment of the aluminium smelting industry;

e GOC policies that treat the aluminium smelting industry as an
encouraged industry

For these reasons, the Commission continues to consider that prices from privately
owned suppliers of primary aluminium are distorted and unsuitable for use as a
benchmark in determining whether a benefit is conferred by the program.

In ascertaining an appropriate benchmark, the original investigation had regard to the

need to determine a price that reflects prevailing market conditions for like goods in
China. This requirement is reflected in subsection 269TACC(5) of the Act.
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The original investigation determined that the comparison of domestic prices reflected on
the SHFE and equivalent prices for imported primary aluminium quoted on the LME was
an important factor in purchasing decisions. This was evidenced in the switch to imported
aluminium at about the same time that SHFE prices rose above LME prices.

However, analysis of purchasing data in this review has not identified a correlation
between price fluctuations and purchasing behaviour. In fact, a significant proportion of
the exporter’s purchases are sourced from domestic suppliers. As noted earlier, the
SHFE closely resembles the actual delivered price of aluminium into store. When
compared with the price of imported aluminium purchased on the LME market, inclusive
of all relevant premiums and importation charges, the domestic price was found to be
lower in all quarters of the investigation period and below the cost to make.

The Commission considers that LME based prices for imported primary aluminium are a
suitable benchmark for determining whether primary aluminium was provided at less than
adequate remuneration and conferred a benefit in relation to the goods exported.

The definition of a subsidy under subsection 269T(1) includes reference to ‘a financial
contribution by a government...or any public body....".

The Commission’s assessment of whether a SOE and SIE smelters providing primary
aluminium constitutes a public body as that term is used in the definition of ‘subsidy’ in
subsection 269T(1) of the Act is discussed below.

Under this program, a benefit to exported aluminium extrusion is conferred by being
provided by the GOC (through SOE or SIE) at an amount reflecting less than adequate
remuneration, having regard to prevailing market conditions in China.

LEGAL BASIS

The Commission has not identified any specific legal basis for this program (i.e. no
specific law, regulation, or other GOC document has been identified that provides for its
establishment).

WTO NOTIFICATION
The Commission is not aware of any WTO notification of this program.
ELIGIBILITY CIRTERIA

There are no articulated eligibility criteria for enterprises receiving electricity at less than
adequate remuneration.

IS THERE A SUBSIDY?

Financial contribution

Based on the information above, the Commission considers that this program involves a
financial contribution that involves the provision of goods, at less than adequate
remuneration.
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By a government or public body?

The definition of a subsidy under subsection 269T(1) of the Act requires the financial
contribution to be provided by a government, public body or a private body entrusted by
that government or public body to carry out a government function. The term ‘public
bodies’, is not expressly defined under the Act, or the Agreement on Subsidies and
Countervailing Measures (SCM Agreement).

The original aluminium extrusions investigation (REP 148) determined that SOEs or SIEs
aluminium producers were public bodies such that the provision of aluminium at less than
adequate remuneration to aluminium extruders constituted a countervailable subsidy.

Since the original investigation REP 148 was completed, the WTO Appellate Body in
United States — Definitive Anti-Dumping and Countervailing Duties on Certain Products
from China, dispute DS379, has considered the meaning of ‘public bodies’. The
Commission’s policy is to conduct its countervailing investigation involving allegations of
subsidies being granted by public bodies in accordance with the findings of the Appellate
Body in DS37971.

Further guidance on the meaning of public bodies was provided by the WTO Dispute
Settlement Body (DSB) in United States — Countervailing Measures (China), dispute
DS437 and United States — Carbon Steel (India) dispute DS436.

DS379 and DS436 findings

In its findings report, the Appellate Body stated:

... the determination of whether a particular conduct is that of a public body must
be made by evaluating the core features of the entity and its relationship to
government in the narrow sense. That assessment must focus on evidence
relevant to the question of whether the entity is vested with or exercises
governmental authority.”?

[Emphasis added]

The Appellate Body provided further guidance on this point as to how it can be
ascertained that an entity exercises, or is vested with government authority, outlining the
following indicia that may help assess whether an entity is a public body (vested with or
exercising governmental authority):73

- where a statute or other legal instrument expressly vests government authority in
the entity concerned;

70 Appellate Body Report, United States — Definitive Anti-Dumping and Countervailing Duties on Certain Products from
China, WT/DS379/AB/R

71 Refer to Australian Customs Dumping Notice 2011/27
72 Appellate Body Report, at 345

73 |bid at [318]
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- where there is evidence that an entity is, in fact, exercising governmental functions
may serve as evidence that it possesses or has been vested with governmental
authority; and

- where there is evidence that a government exercises meaningful control over an
entity and its conduct may serve, in certain circumstances, as evidence that the
relevant entity possesses governmental authority and exercises such authority in
the performance of governmental functions.

The Appellate Body considered’ that the existence of mere formal links (i.e. majority
government ownership) between an entity and government in the narrow sense is unlikely
to suffice to establish the necessary possession of governmental authority, because this
does not automatically demonstrate that the government exercises meaningful control
over the conduct of that entity, much less that the government has bestowed it with
governmental authority.

The Appellate Body further advised that in all cases, an investigating authority must give
due consideration to all relevant characteristics of the entity and avoid focussing
exclusively or unduly on any single characteristic without affording due consideration to
others that may be relevant’>.

The Appellate Body went on to acknowledge (in the context of examining state-owned
enterprises in China: 76

...determining whether an entity is a public or private body may be a complex
exercise, particularly where the same entity exhibits some characteristics that
suggest it is a public body, and other characteristics that suggest that it is a private
body.

In DS436, the WTO Panel further considered the issue of whether a government
exercises ‘meaningful control’ over an entity. The Panel stated that ‘to determine whether
an entity has governmental authority, an investigating authority must evaluate the core
features of the entity and its relationship to government. Governmental control of the
entity is relevant if that control is “meaningful”.

The GOC questionnaire

In order for the Commission to make its assessment of whether SOE/SIEs primary
aluminium producers are vested with or exercises governmental authority, the GOC was
asked to respond to a number of questions, as part of the government questionnaire.
These questions were intended to address the indicia outlined in DS379, and as such,
included questions concerning; core features including ownership and control,

4 1bid
75 |bid at [319]
76 ibid at 345
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governance, performance and profits, and functions of SOES/SIEs primary aluminium
producers.

As indicated elsewhere in this report, the GOC did not provide a response to the
government questionnaire. In the absence of this information, the Commission has had
regard to other relevant information in making its assessment of whether SOES/SIEs
primary aluminium producers are public bodies. The Commission considers that the most
relevant information it is in possession of with regards to the SOES/SIEs primary
aluminium producers is the findings of the aluminium road wheels investigation contained
in REP 181. The Commission considers that these findings are relevant to the review
given that REP 181 examined SOESs/SIEs primary aluminium and aluminium alloy
producers in China. The Commission acknowledges that the aluminium road wheels
countervailing measures are currently subject to a review however at this time no
preliminary or other findings have been made by the review which alter the findings
outlined in REP 181

Aluminium Road Wheels Investigation (REP 181)

The aluminium road wheels investigation (REP 181) examined the three indicia outlined
in DS379 (described above) and made the following findings with regard to SIEs
producing aluminium and aluminium alloy’’. In regards to indicia 1, the existence of a
stature or other legal instrument which expressly vests government authority in the entity
concerned, the ACBPS’8 found some evidence that a particular enterprise was vested
with some government authority in relation to imposing state mandated pricing policies on
its subsidiaries; however ACBPS was not aware of any statute or other legal instrument
which expressly vested government authority in any SIE producing aluminium or
aluminium alloy.

In relation to indicia 2, evidence that an entity is, in fact, exercising governmental
functions, ACBPS considered that ‘significant evidence exists to suggest that Chinese
aluminium industry SIEs, including those that produce aluminium and/or alloy, play a
leading and active role in implementing GOC policies and plans for the development of
the aluminium industry’. ACBPS further considered that the development of the aluminium
industry was a ‘government function’ and therefore considered that these SIEs were in
fact exercising governmental functions.

For the third indicia of DS379, evidence that a government exercises meaningful control
over an entity and its conduct, ACBPS concluded that sufficient evidence existed to
determine that the GOC is exercising meaningful control over Chinese SIEs that produce
aluminium and/ or aluminium alloy. In making this determination the ACBPS had regard to
the GOC's plans, policies and implementing measures aimed at realising its overall policy
aims in relation to the Chinese aluminium industry. As well as evidence that demonstrated
that SIEs were leaders in the implementation of these policies and plans.

77 Australian Customs and Border Protection Service, Report to the Minister No. 181, Appendix B, pp. 9-31.

78 Australian Customs and Border Protection Service (ACBPS) was at this time the administrative authority
responsible for anti-dumping matters.
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ACBPS concluded that evidence exists to show that at least both Indicia 2 (evidence that
an entity is, in fact, exercising governmental functions) and Indicia 3 (evidence that a
government exercises meaningful control over an entity and its conduct) are satisfied in
relation to Chinese aluminium and/or alloy manufacturers. On this basis ACBPS
considered sufficient evidence existed to reasonably consider that SIEs that produce and
supply aluminium and/ or aluminium alloy should be considered ‘public bodies’ in that the
GOC exercises meaningful control over these SIEs and their conduct.

Conclusion

In the absence of the evidence requested of the GOC, the Commission considers that its
findings outlined in REP 181 with respect to the aluminium producers in the China are
relevant to this review. On the basis of these findings the Commission preliminary
considers that aluminium producers in China exercise governmental authority and are
therefore public bodies within the meaning of subsection 269T(1) of the Act.

Conferral of benefit on the goods

As Chinese exporters use primary aluminium in their production of aluminium extrusions,
it is considered this financial contribution is made in respect of the production,
manufacture or export of the goods.

Where the financial contribution involves a direct transaction between the public bodies
and the exporters of the goods, the Commission considers that this financial contribution
confers a direct benefit in relation to the goods exported to Australia, because the goods
were provided at less than adequate remuneration, as determined by the Commission.

These benefit amounts are equal to the amount of the difference between the purchase
price and the adequate remuneration, i.e. an constructed price based on LME.

Where exporters of the goods during the investigation period received a financial
contribution under the program of primary aluminium at less than adequate remuneration,
it would therefore confer a benefit in relation to the goods, and the financial contribution
would meet the definition of a subsidy under s.269T.

IS THE SUBSIDY A COUNTERVAILABLE SUBSIDY (SPECIFIC OR PROHIBITED)?

As provided for in paragraph 269TAAC(4)(a) of the Act, the Parliamentary Secretary may
determine that a subsidy is specific, having regard to the fact that the subsidy program
benefits a limited number of particular enterprises.

Given that the price of primary aluminium on the SHFE appears to be below the cost to
make, all aluminium extrusion producers who purchase primary aluminium on the SHFE
receive a favourable price and would therefore a benefit from the provision of the input by
the GOC at less than adequate remuneration.

For this reason the subsidy is determined to be specific.
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AMOUNT OF SUBSIDY IN RESPECT OF THE GOODS

The Commission found that the following exporters received a financial contribution that
conferred a benefit under Program 15 during the investigation period, in accordance with
paragraph 269TACC(3)(d) of the Act.

e PanAsia
e Guang Ya
e Kam Kiu

e Residual exporters
e All other exporters and residual exporters

In accordance with subsection 269TACC(4) of the Act, the adequacy of remuneration was
determined by reference to a ‘benchmark’ for adequate remuneration, established having
regard to the prevailing market conditions for like goods in China.

In accordance with subsection 269TACD(1) of the Act, the amount of the subsidy has
been determined as the difference between adequate remuneration (as established) and
the actual purchase price paid for primary aluminium incurred by the selected exporters in
purchasing these goods from SOEs or SIEs.

In accordance with subsection 269TACD(2) of the Act, the amount of subsidy received in
respect of aluminium extrusions has been apportioned to each unit of the goods using the
total sales volume of the relevant companies.

Uncooperative and all other exporters

For the uncooperative and all other exporters, no information was provided by either the
GOC or the individual exporters themselves to identify whether a financial contribution
has been received under this program. The Commission considers that these entities
have not given the Commissioner information considered to be relevant to the
investigation within a reasonable period.

Pursuant to paragraph 269TAACA(1)(c) and 269TAACA(1)(d) of the Act, the
Commissioner has acted on the basis of all the facts available and made reasonable
assumptions in order to determine whether a countervailable subsidy has been received
in respect of the goods.

Considering the fact that:

e over half of primary aluminium production in China is from a SOE or and SIE; and,

e the prevailing price in China, the SHFE, is shown to be below the cost to make
primary aluminium; and,

e information contained from the selected exporters could not confirm the origin of
primary aluminium sources,
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it is considered likely that uncooperative and all other exporters purchased primary
aluminium from SOEs and SIEs at subsidised prices and therefore received a financial
contribution under this program.

In the absence of information that demonstrates the quantum of primary aluminium
purchased from SOEs and SIEs by uncooperative and all other exporters, in accordance
with subsection 269TACD(1) of the Act, the Commission determines that uncooperative
and all other exporters would have had benefits conferred to them under this program by
this financial contribution, and has calculated the amount of subsidy attributable to that
benefit by reference to the subsidy price based on the difference between the SHFE price
and the LME based import price (in the absence of other reliable information).

B. Program 46 - Electricity provided at less than adequate
remuneration.

Australian industry submissions to the case allege that the aluminium extrusion industry is
the recipient of electricity provided at less than adequate remuneration.

BACKGROUND AND WTO NOTIFICATION

US Findings

The 2011 findings of the US countervailing investigation into aluminium extrusions
exported from China determined that Provision of Electricity for LTAR to FIEs located in
the Nanhai District of Foshan City was countervailable. This finding was made under the
US adverse facts available provisions and in the absence of a response from the GOC.
The investigation also determined that provision of electricity for LTAR to firms located in
the ZHITDZ was not countervailable.

In a later countervailing review concluded in 2014, the US did not find that that electricity
for LTAR to FIEs Located in the Nanhai District of Foshan City was countervailable.

The 2008 US Thermal Paper countervailing investigation found that electricity was
provided at LTAR in the Zhanjiang Economic and Technological Development Zone
(ZETDZ). The investigation found that tariff rates in Guangzhou were higher than those
paid by firms in Zhanjiang and preferential pricing exists within Guangdong province. The
amount of subsidy received was the difference between the rate paid by the exporter and
the higher provincial rate.

EU Findings

In its 2013 countervailing investigation relating to Coated Steel exported from China the
EU determined that subsidies had occurred in relation to the provisions of electricity at
LTAR. The EU make the observation that “price differentials exist for different industrial
users to pursue the industrial policies set by the GOC and reflected in the catalogue
contained in Decision No. 40 (2005) of the NDRC (see further explanation in recital
(182)).” The EU case examined one exporter who was found to be benefiting from a lower
rate than the generally applicable large industrial users rate on the basis that the exporter
was located in a sub-category of certain industrial users. The subsidy amount was
calculated by comparing the actual rate paid by the exporter to the large industrial users
rate.

SEF 248 Certain Aluminium Extrusions — China

83



PUBLIC RECORD

Australian and Canadian Findings

In separate countervailing investigations in relation to exports of Silicon Metal from China
the Commission and Canadian authorities determined that producers of silicon metal had
received electricity at LTAR.

Broadly speaking, both cases found that the ferro-alloy industry, in which the silicon metal
producers are a part of, was entitled to a specific rate of electricity that was found to be
below the rate available to large industrial users. This is consistent with the findings of the
EU coated steel case and to a lesser extent the findings of the US thermal paper case.

LEGAL BASIS

The Commission has not identified any specific legal basis for this program (i.e. no
specific law, regulation, or other GOC document has been identified that provides for its
establishment).

ELIGIBILITY CRITERIA
The Commission is not aware of any specific eligibility criteria.
IS THERE A SUBSIDY?

In determining the existence of a subsidy, the review has followed the adopted by the
Commission for its silicon metal investigation and Canadian and EU investigation in
determining if a subsidy exists. As stated throughout this report, information about this
program was requested in the questionnaire sent to the GOC on 25 July 2014. The GOC
advised the Commission on 16 September 2014 that it would not be responding to the
guestionnaire.

In the absence of a GOC response, the Commission sought to establish if the aluminium
extrusions industry was eligible for a specific rate of electricity that was below the rate
available to large industry. Provincial electricity tariff data was obtained from the public
record for the 2013 US countervailing investigation in relation to the boltless steel
shelving units” exported from China.

The tariff data provided to the US case was submitted by the GOC and relates to 2013
electricity tariff schedules. The GOC data corresponds for the period of investigation for
this review the data so is considered to be best available information.

As was summarised in other electricity for LTAR cases, the Commission’s examination of
the 2013 tariff data did not show a specific rate that was available to the aluminium
extrusions industry in any province within China. The tariff data did not show that
preferential pricing exists in Guangdong in province where the selected exporters are
located.

79 US ITA Case C-570-019 Countervailing Duty Investigation of Boltless Steel Shelving Units Pre-packaged
for Sale from the People’s Republic of China: Preliminary Benchmark Memorandum, 23 January 2015.
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AMOUNT OF SUBSIDY IN RESPECT OF THE GOODS

Based on the evidence available, the Commission is not satisfied that the requirements of
subsection paragraph 269TACC(3)(d) of the Act are met. This program will not be
countervailed in respect of aluminium extrusions exported from China.

C. Program 59, 60 and 61 — Other goods provided at less than
adequate remuneration.

Australian industry submissions to the case allege that the aluminium extrusion industry is
the recipient of water, natural gas and heavy oil provided at less than adequate
remuneration. The following outlines the Commission’s findings in relation to these
allegations.

Program 59 - Water provided at less than adeguate remuneration

Australian industry cites the March 2013 findings of an EU countervailing investigation on
Coated Steel exported from China8 as the basis for arguing this should also be
countervailable in relation to aluminium extrusions.

The Commission has reviewed the EU case found that two sampled exporters did not pay
sewerage treatment fees. The findings make the observation that the exporter did not pay
the full price for water supply normally applicable to the category of users to which it
belongs. The benefit was considered to be the amount of sewage treatment fee not paid
for water consumption.

Specificity was reliant on the possibility that a certain enterprise producing coated steel
received water at LTAR and a discretionary benefit from the municipal government to
waive part of the rate normally paid. No legal basis was identified that facilitated such
practices however the investigation was able to confirm that the NDRC sets the basis
price of water.

Program 60 — Natural gas provided at less than adequate remuneration

Australian industry cites a publication on subsidies to Chinese industry which asserts that
GOC subsidies through pricing controls keep prices 60% lower on average than
international prices8l. Similar to the evidence identified for electricity subsidies, gas prices
are alleged to be regional or industry specific.

In further submission to the investigation®?, Australian industry suggest that in country
benchmarks are unsuitable and an external country benchmark should be applied to
compare against the price paid by the exporters in determining if natural gas has been
provided at LTAR.

80 Official Journal of the European Union L73/16 15 March 2013

81 Haley & Haley, 2013, Subsides to Chinese Industry, State Capitalism, Business Strategy and Trade
Policy, Oxford University Press.

82 Capral Limited, 31 July 2014, Case 248 EPR Item No.21
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Australian industry is of the view that the aluminium extrusions industry is the recipient of
subsidies for natural gas on account of this industry being an encouraged industry under
the GOC's Guidelines for Accelerating the Restructuring of the Aluminium Industry and
the Non-ferrous Metal Industry Adjustment and Revitalization Plan. These documents
were provided to the Commission’s original dumping and countervailing investigation in
relation to Aluminium Road Wheels exported from China.

A review of the above documents, together with the available evidence about the
operation of the natural gas market in China does not support a finding that Program 60 is
countervailable at this time. The Commission has not been presented with evidence that
suggests the aluminium extrusion industry receives preferential pricing for natural gas,
such as was found to be the case for electricity, e.g. non-ferrous metals industry.

Program 61 — Heavy oil provided at less than adeguate remuneration

Australian industry cites83 a publication on subsidies to Chinese industry which asserts
that GOC subsidises heavy oil by setting prices and issuing rebates to the refineries to
cover losses. It is estimated that RMB 130 billion in subsidies was paid out to refineries in
200884, Similar to the evidence identified for electricity subsidies, gas prices are alleged to
be specific on the basis that the aluminium extrusions industry in an encouraged industry.

The available evidence about the operation of the heavy oil market in China does not
support a finding that Program 61 is countervailable at this time. The Commission has not
been presented with evidence that suggests the aluminium extrusion industry receives
preferential pricing for heavy oil, such as was found to be the case for electricity, e.g. non-
ferrous metals industry.

PART IV Category Two: Preferential Tax Policies

In the original investigation, six preferential taxation programs (1, 10, 16, 17, 18 and 21)
were found to be countervailable by the ACBPS. In addition to those in the original case,
submission’s made to the Commission8® for this review argued that four new programs
(47, 48, 49 and 50) should be assessed as to whether these programs are
countervailable subsidies in respect of aluminium extrusions.

A. Program 1, 10, 16 and 17

In relation to Program 10 (reduced tax rate for productive FIEs scheduled to operate for a
period of not less than 10 years), the Commission has recently investigated this program
as part of its investigation into the subsidisation of deep drawn stainless steel sinks86

83 Ibid

84 Haley & Haley, 2013, Subsides to Chinese Industry, State Capitalism, Business Strategy and Trade
Policy, Oxford University Press.

85 Capral Aluminium, Case 248 EPR Item 6, 19 June 2014.
86 SEF 238
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exported from China and the subsidisation of silicon metal8” exported from China. In
response the GOC questionnaire for the steel sinks investigation, the GOC responded:

“This program does not exist.

The GOC notes that in response to the government questionnaire in the hollow
structural sections investigation (i.e. in relation to program 10), the GOC has pointed
out that the alleged subsidy will be in operation until the end of 2012. The GOC
reiterates that the alleged program does not exist anymore as the relevant law, i.e. the
Income Tax Law of the People’s Republic of China for Enterprises with Foreign
Investment and Foreign Enterprise 1991, which granted the subsidy has been
repealed and superseded by the Enterprise Income Tax Law of the People's Republic
of China 2008. (Attachment 4). The Notice of the State Council on the Implementation
of the Transitional Preferential Policies in respect of Enterprise Income Tax 2007
(Attachment 5) clearly provides that “enterprises enjoying the preferential policies in
respect of enterprise income tax under the former tax law, administrative regulations
and documents with the effects of administrative regulations shall be subject to a
transition” by which at the end of 2012 they will be subject to the normal tax rate of
25%.

Accordingly, the GOC believes that there is no evidence demonstrating that the
alleged program exists.”88

The GOC has provided persuasive evidence to indicate that this program no longer
exists. The Commission is not in possession of evidence to suggest that this program was
operable during its investigation period.

The Commission considers the available evidence indicates that this program is no longer
an operable subsidy in respect of aluminium extrusions exported from China.

For the same reasons (i.e. changes to the income tax laws applicable to enterprises with
foreign investment), the Commission considers it is reasonable to conclude that Programs
1, 10, 16 and 17 in this review were not operable subsidies during the investigation
period.

B. Program 18 Preferential tax policies in the Western Regions

In the original investigation, Program 18 was found to be countervailable. At the time of
the original investigation, the information provided by the GOC indicated that Program 18
operated under the same laws as the other programs that provided an income tax
reduction (10, 16 and 17). The GOC indicated in the original investigation that the
relevant laws under which these programs operated were repealed with the introduction
of the Enterprise Income Tax Law 2008. Transitional arrangements were put in place
under the 2007 Notice of the State Council on the Implementation of the Transitional

87 SEF 237

88 This text and the supporting GOC documents are available on the Public Record
(www.adcommission.gov.au/cases/EPR238.asp).
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Preferential Policies in respect of Enterprise Income. The period of transition was set to
conclude at the end of 2012.

Whilst the Commission has made the finding in previous cases that Programs 1, 10 16
and 17 are no longer operable, it is noted that these programs were considered specific to
Foreign Invested Enterprises (FIE). On the basis that the GOC has not cooperated with
the review and information contrary to the original investigation has not been received,
the Commission is unable to establish the current status of Program 18. Consistent with
the silicon metal investigation and the original aluminium extrusions investigation, the
Commission considers that Program 18 continues to remain countervailable.

C. Program 21 Tariff and VAT Exemptions on Imported Materials and
Equipment.

In the original investigation Program 21 was considered countervailable on the basis that
this programme was a financial contribution by the Government of China, to the extent
that it was made in connection with the production/manufacture of aluminium extrusions
in China, that involves the foregoing, or non-collection, of revenue due to the Government
of China by eligible encouraged FIEs. To verify the ongoing existence of Program 21 the
Commission sought the exporters asset register for imports subject to Program 21
purchased between 1 April 2005 and 31 March 2014.

Zhongya indicated that Program 21 ceased to operate on 30 April 2009 however the
Commission is not in possession of any substantive evidence that this is actually the
case. The Commission sought to establish this statement by reviewing the assets
registers of the exporters to identify imported purchases of material and equipment that
would be eligible under Program 21 since 30 April 2009.

The Commission found that the exporters had not purchased imported materials and
equipment during the review period and also confirmed that the most recent imported
purchase that predated the alleged end of the program was in March 2009. However, for
those imports that pre-dated 30 April 2009 that received an exemption under Program 21,
the asset registers indicated a depreciation period up to 10 years. Since the benefit
received through Program 21 has been found to be amortised over a 10 year period, the
benefit conferred is not expected to expire until at least 30 April 2019.

Apart from those exporters who provided the necessary information, the Commission also
considers it is reasonable that other unknown exporters could also have made eligible
purchases in the lead up to 30 April 2009. Relying on the data provided by the
cooperating exporters, the Commission considers that Program 21 continues to remain
countervailable on exports of aluminium extrusions from China until at least April 2019.

D. Program 47 Preferential Tax Policies for High and New Technology
Enterprises (HNTE).

Program 47 is a new program that has not previously been countervailed in relation to
aluminium extrusions from China. However, two recent cases conducted by the
Commission, deep drawn stainless steel sinks and silicon metal, made the finding that
Program 47 is countervailable.
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During exporter verification Kam Kiu indicated it has received a reduced income tax rate
of 15% during the review period and prior consecutive years on account of qualifying as a
HNTE under Article 28 of the Enterprise Income Tax law of China 2008.

Kam Kiu argued that the program described in Capral Aluminium’'s 19 June 2014
submission is different to the one under which it received the reduced tax rate. Capral’s
submission cites a US case which required the HNTE to be located in specific area to
benefit from the subsidy. From this perspective Kam Kiu appears correct however it also
stated that the program under which it received the reduced income tax is open to all
enterprises in China.

The program countervailed by the Commission in previous cases is consistent with Kam
Kiu's understanding that the program is available to all enterprises in China and not a
region specific program. On the basis of the Commission’s previous finding in relation to
Program 47 and Kam Kiu’s disclosure during verification, the Commission also finds that
Program 47 is countervailable in relation to exports of aluminium extrusions from China.

E. Additional preferential tax programs

In addition to the existing six tax programs that were considered as part of this review, the
Commission has also had regard to three additional grant programs, not including
Program 47, in response to submissions made to the Commission. The Commission’s
assessment of the following additional programs in contained in Table 3.

e Program 48 Provincial Government of Guangdong tax offset for R&D.

e Program 49 Exemption from city construction tax and education tax for FIEs.

e Program 50 Refund of land-use tax for firms located in the Zhaoqing New and
High Tech Industrial Development Zone (ZHTDZ).
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PUBLIC RECORD

Program

Background and WTO notification

Legal basis

Eligibility criteria

Is there a subsidy?

Is the subsidy
countervailable?

Method of subsidy rate
determination

Program 48 -

Provincial
Government of
Guangdong tax

offset for R&D.

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

This program is administered by the Provincial
Government of Guangdong (PGOG) Science
and Technology Department and the Economic
Trade Commission.

Fifty percent of R&D expenses incurred for
developing new products and technologies that
cannot be treated as intangible assets shall be
deducted as a tax offset.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

PGOG Science and Technology
Department and the Economic
Trade Commission pursuant to
Article 5 of the current Trial
administrative measure for the
pre-tax deduction of enterprises
R&D Expenses provides tax
offsets for eligible R&D projects

supporting national and
Guangdong provincial
technological policies and

industrial policies.

The measure limits benefits to eligible R&D
projects in Guangdong province that support
national and provincial technological and
industrial policies.

The reduction in corporate income tax
provided under this program is a
financial contribution by the GOC,
which involves the foregoing of
corporate  income tax revenue
otherwise due to the GOC.

Where  exporters  of  aluminium
extrusions during the investigation
period received tax offsets under the
program it would therefore confer a
benefit in relation to the goods, and
the financial contribution would meet
the definition of a subsidy under
subsection 269T(1) of the Act.

This program has been countervailed
by the US in relation to Chinese
exporters of aluminium extrusions in
2011 and withstood a review in 2014.

For this review the Commission has
identified eligible R&D tax offsets
received by one selected exporter.

However this is not to say that such
refunds are not being provided or are
available to other exporters who have
exported extrusions to Australia.

Preferential treatment is granted for
enterprises investing in eligible R&D
activities within Guangdong.

As the criteria or conditions providing
access to the subsidy favours
particular  enterprises over other
enterprises in China, the program is
considered to be specific.

The exclusions to specificity described
in subsection 269TAAC(3) do not
apply to this program.

For these reasons the subsidy is
specific and meets the definition of
countervailable subsidy in subsection
269TAAC(2) of the Act.

Selected exporters

A subsidy rate will be applied
to the selected exporter
found to have benefited from
this program.

In accordance with
S.269TACD(1) the amount of
subsidy is determined to be
the amount of tax revenue
forgone by the GOC.

In accordance with
S.269TACD(2), the total
amount of subsidy received
by the selected exporter has
been apportioned to each
unit of the goods using that
exporter's total sales
volume™.

This per unit amount was
then calculated as a
proportion of that exporter's
weighted average export
price, to determine a
subsidisation rate

Residual exporters

Residual exporters  have
been attributed the same
rate of per unit subsidisation
determined above for the
selected exporter who
received this program.

This was then calculated as
a percentage of
subsidisation by attributing
this per unit amount over the
weighted average export
price of the three selected
exporters.

All other exporters

As neither the GOC nor

89 |n accordance with Section 269TACD(1), the amount of that benefit is taken to be equal to the sum granted.

90 This approach differs to that taken in the relevant Exporter Visit Report, in which a unit subsidisation amount was determined by reference to total sales revenue. It is
considered that the approach of using sales volume is more appropriate in the circumstances.
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Program

Background and WTO notification

Legal basis

Eligibility criteria

Is there a subsidy?

Is the subsidy
countervailable?

Method of subsidy rate
determination

uncooperative exporters
provided information as to
whether benefits were
conferred on exporters under
this program, all relevant
information has been
considered” to conclude
that all other exporters had
benefits conferred to them
under this program during
the investigation period in
the form of a reduced
taxation rate.

The applicable subsidy rate
for all other exporters was
calculated on the assumption
that they had been in receipt
of this program (i.e. the
quantum of taxation that
would have been foregone in
relation to each exporter had
those exporters received this
program).

To determine this, the
Commission:

. calculated the per unit
rate of subsidisation
that would have been
applicable to all of the
three selected
exporters if they had
received this program
(in the same manner
described for selected
exporters above);

. attributed the highest
per unit subsidy
amount for this
program of the
selected exporters to
all uncooperative and
all other exporters; and

. calculated the
subsidisation
percentage for this
program as the above
unit amount over the
lowest weighted

91 pursuant to Sections 269TAACA(1)(c) and 269TAACA(L1)(d) of the Act, the Commission has assumed that all other exporters meet the eligibility criteria for this program,
have accessed this program, and therefore received a financial contribution under this in respect of all products of these exporters, including aluminium extrusions. The
Commission’s finding was made in view of the fact that the program operates on a national level, and one selected Chinese exporter of the goods was found to have benefited

from this program.
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Program

Background and WTO notification

Legal basis

Eligibility criteria

Is there a subsidy?

Is the subsidy
countervailable?

Method of subsidy rate
determination

average export price of
the selected exporters.

Program 49 -
Exemption from city
construction tax and
education tax for
FIEs.

The Australian industry submits that this
program constitutes a financial contribution,
namely that it constitutes amounts that would
otherwise be owing and due to the government
are reduced and/or exempted, and confers a
benefit to the recipient equal to the amount of
the reduction/exemption.

Australian industry cites the 2011 US
countervailing investigation into aluminium
extrusions exported from China as the basis for
its allegations.

According to the US case, local tax authorities
exempt all FIEs and foreign enterprises

from city maintenance and construction tax and
education fee surcharge. The exemptions

are financial contributions in the form of revenue
forgone by the government and provide a
benefit to the recipient in the amount of the
savings.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The 2011 US countervailing
investigation  into  aluminium
extrusions exported from China
cites the Circular concerning
temporary exemption from urban
maintenance and construction
tax and additional education fees
for foreign-funded and foreign
enterprises [1994].

Eligible production-oriented enterprises with
foreign investment were eligible to benefit
under this program.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

The Commission is not in possession
of any other evidence to suggest that
this program was operable during the
investigation period (noting that none
of the selected exporters received
benefits under this program).

The Commission therefore considers
the available evidence indicates that
this program was not an operable
subsidy in respect of aluminium
extrusions exported from China.

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.
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Program

Background and WTO notification

Legal basis

Eligibility criteria

Is there a subsidy?

Is the subsidy
countervailable?

Method of subsidy rate
determination

Program 50 -Refund
of land-use tax for
firms located in the
ZHTDZ

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

The US investigation identified a one-time
refund of land-use taxes paid to the Zhaoqing
New and High Tech Industrial Development
Zone (ZHTDZ) local authority in 2007 was
received by enterprises in the locality, which
constitute the foregoing, or non-collection, of
revenue.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The 2011 US countervailing
investigation  into  aluminium
extrusions exported from China
does not identify any legal basis
under which the refund operates.

The Commission own inquiries
could not establish if this scheme
had any legal basis.

According the 2011 US investigation the
program was specific to firms located in the
ZHTDZ.

The Commission did not identify any other
published information on this GOC program.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

The Commission did not identify any
other published information on this
GOC program to suggest its
existence.

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.
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PARTV Category Three: Grants
A. Programs 5, 7 and 26

Programs 5, 7 and 26 were countervailed in original investigation and subsequently found
to be countervailable in subsequent investigations conducted by the ACBPS and the
Commission.

The Commission’s verification of the exporters subject to the review established that one
exporter received subsidies under Programs 5, 7 and 26. This is strong evidence that
these particular programs are still operable and are potentially available to other members
of the aluminium extrusion industry. The data collected in the review also supports the
findings from prior investigations into Aluminium Road Wheels%, stainless steel deep
drawn sinks® and silicon metal®* which also determined Programs 5, 7 and 26 to be
countervailable.

B. Program 8 - Patent Award of Guangdong Province

Regarding Program 8 (Patent Award of Guangdong Province), the Commission’s
investigation relating to silicon metal®> exports from China found that this program was
not countervailable for silicon metal however not for the reason that this program is no
longer operable. The Commission understands that to be eligible for this award,
enterprises must establish that the relevant product is ‘innovative with high creation and
technical level’ or that ‘the industrial design has reached high level at shape, pattern and
colour’?s,

Given the distinct differences between silicon metal and aluminium extrusions, the finding
in the silicon metal case is not considered relevant to this review. Noting that Program 8
relates to the Guangdong Province, which is where a large number of aluminium
extrusion exporters are located, the possibility that an exporter of aluminium extrusions
could receive a grant under Program 8 remains likely. It is also noted that this program
continued to be countervailable in relation to exports of aluminium road wheels from
China. This finding is in the absence of any other information received in relation to the
review which supports that Program 8 no longer operates.

C. Programs 2to 4, 6, 9, 29, 32 and 35

These programs were found to be countervailable in the original investigation and with the
exception of Programs 3, 4 and 9, were also found to be countervailable in the prior
investigations into exports of aluminium road wheels and silicon metal.

92 SEF 181
93 SEF 238
94 SEF 237
95 Ibid

96 Refer to Program 16, Investigation 193
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In the absence of GOC response to this review, the Commission has sought to establish if
the remaining grant programs remain operable by examining the GOC’s February 2015
response to the current review of measures into Aluminium Road Wheels exported from
China%. Programs 2, 6, 29, 32 and 35 were countervailed in the original ARW
investigation and accordingly included in the GOC questionnaire for the review of
measures. The GOC response to the ARW case in relation to these programs indicates
that “No selected exporter has reported usage of this alleged program”.

The Commission considers the GOC’s response to the ARW case was insufficient to
verify whether or not these programs, as identified in the original investigation, still exist in
relation to aluminium extrusions. For the purpose of this review, the GOC response to the
ARW case is therefore inconclusive. With respect to Programs 3, 4 and 9, the
Commission is not aware of the status of these programs on account that the GOC has
declined to participate in the review and the exporter questionnaires did not provide any
new information that would warrant a reconsideration of the determinations made in the
original case.

D. Additional grant programs

In addition to the existing twelve grant programs that were considered as part of this
review, the Commission has also had regard to eight additional grant programs in
response to submissions made to the Commission®. The Commission’s assessment of
the following additional programs in contained in Table 4.

e Program 51 Fund for SME bank-enterprise cooperation projects

e Program 52 Special fund for science and technology in Guangdong

e Program 53 Provincial fund for fiscal and technological innovation

e Program 54 Provincial loan discount special fund for SMEs

e Program 55 Export rebate for mechanic, electronic, high tech products

e Program 56 PGOG special fund for energy saving technology reform

e Program 57 PGOG science and technology bureau project fund

e Program 58 Development assistance grants from the ZHTDZ

97 Case 269 Public Record Item 21
98 Capral Aluminium 19 June 2013, Case 248 Public Record Item
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Program

Background and WTO notification

Legal basis

Eligibility criteria

Is there a subsidy?

Is the subsidy
countervailable?

Method of subsidy rate
determination

Program 51 - Fund
for SME  bank-
enterprise

cooperation projects

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

Under this program eligible small medium
enterprises (SMEs) receive loan interest
assistance, which constitute a direct transfer of
funds by the GOC.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The US case on aluminium
extrusions in 2011 referred to the
PGOG's Department of Finance
and the Bureau of SMEs
pursuant to the Circular on
printing and distributing of the
measures on implementing the
2009 Government-Bank-
Enterprise Cooperation special
Fund program.

The Commission was not able to
find published information on this
GOC program.

Information provided to the US case from the
GOC indicated this program involved 1000

eligble SMEs and several financial
institutions.
Under the Bank Enterprise Cooperation

Measures the top 500 SMEs deemed as
having the greatest potential, involved in the
manufacture of key equipment, pursue
creative technology or advanced
manufacturing that are also backed by the
PGOG and corresponding city received
preferential treatment.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

The Commission is not in possession
of any other evidence to suggest that
this program was operable during the
investigation period (noting that none
of the selected exporters were found
to have received benefits under this
program).

The Commission therefore considers
the available evidence indicates that
this program was not an operable
subsidy in respect of aluminium
extrusions exported from China.

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.

Program 52 -
Special fund for
science and
technology in
Guangdong

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

Under this program the PGOG funds technology
R&D and the promotion of technological
achievements and diffusion of technological
knowledge, which constitute a direct transfer of
funds by the GOC.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

The 2014 WTO Semi-Annual Report on
Subsidies and Countervailable Measures
submitted by Canada referred to countervailable
subsidies imposed for the Special Fund for
Significant  Science and  Technology in
Guangdong Province, in relation to exported
concrete reinforcing bars.

The Commission determines that the current
Special fund for significant science and
technology in Guangdong Province and
Program 52 are the same program.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The US case on aluminium
extrusions in 2011 referred to the
PGOG Science and Technology

Department pursuant to the
Provisional Measures on
Administration of Guangdong
Important

Science-Technology Project
Special Fund (YEUCAIGONG
(2009) No. 166).

The Canadian government's
2014 investigation into

countervailable  subsides in
relation to concreate reinforcing
bar from China found that this
program was countervailable
however is silent on the legal
basis of this program.

The Commission was not able to
find published information on this
GOC program.

Based on the information available to the
Commission the eligibility for this program
appears to be based on location, i.e.
Guangdong province.

With regard to this review, the
selected exporters were not found to
have received a grant under this
program.

The Commission is not in possession
of any other evidence to suggest that
this program was operable during the
investigation period (noting that none
of the selected exporters received
benefits under this program).

The Commission therefore considers
the available evidence indicates that
this program was not an operable
subsidy in respect of aluminium
extrusions exported from China.

Only enterprises that undertake
science and technology research and
development in Guangdong province
are eligible for the subsidy.

However, due to the lack of
Information from the GOC the US
relied on its adverse facts available
provisions to determine that this
program was specific.

The Canadian concrete reinforcing bar
case also did not receive a complete
response to its requests for
information from the GOC. The CBSA
concluded it did not have sufficient
information to warrant removal of this
program (Program 110).

The information available to the
Commission does not establish that
this program is countervailable. No
evidence obtained from the selected
exporters suggests that this program
is operable.

Not applicable — not an
operable subsidy program.
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Is the subsidy

Method of subsidy rate

Program Background and WTO notification Legal basis Eligibility criteria Is there a subsidy? e o
Program 53 - | Australian industry cites the 2011 US Provisional Measures on Based on the information available to the The US 2011 case found one exporter | Only enterprises that undertake Not applicable — not an
Provincial fund for | countervailing investigation into aluminium Administration of Exploration and Commission, the eligibility for this program had received a grant under this | science and technology research and operable subsidy program.
fiscal and extrusions exported from China as the basis for Renovation  Provincial  Level appears to be based on location, i.e. program. development in Guangdong province
technological its allegations. Fund (YUECAIQI (2003) No. Guangdong province. are eligible for the subsidy.
innovation 140) With regard to this review, the

This program is administered by the PGOG to
provide grants to firms for promoting
technological and fiscal innovation.

The US investigation identified that one exporter
had received a grant under this program.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The Commission’s own inquiries
could not establish if this scheme
had any legal basis other than
the information contained in the
US case.

selected exporters were not found to
have received a grant under this
program.

The Commission did not identify any
other published information on this
GOC program to suggest its
existence.

However, due to the lack of
information from the GOC, the US
relied on its adverse facts available
provisions to determine that this
program was specific.

Although the US case made a finding
that this program was countervailable,
the information available to the
Commission does not establish that
this program is countervailable. No
evidence obtained from the selected
exporters suggests that this program
is operable.

Program 54 -
Provincial loan
discount special
fund for SMEs

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

The US case described this program whereby
the PGOG provides interest subsidy grants to
promote and support SMEs, which constitute a
direct transfer of funds by the GOC.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

This case is administered by the
PGOG Provincial Department of

Finance and Economic and
Trade Commission of
Guangdong Province  SME
Bureau  pursuant to  the

Measures on Administration of
SME Loan Interest Assistance
Special Fund [2009].

The Commission’s own inquiries
could not establish if this scheme
had any legal basis other than
the information contained in the
US case.

Based on the information available to the
Commission, the eligibility for this program
appears to be based on the requirement that
the recipient is an SME company.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

The Commission is not in possession
of any other evidence to suggest that
this program was operable during the
investigation period (noting that none
of the selected exporters were found
to have received benefits under this
program).

The Commission therefore considers
the available evidence indicates that
this program was not an operable
subsidy in respect of aluminium
extrusions exported from China.

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.
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countervailable?

Method of subsidy rate
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Program 55 - Export
rebate for mechanic,
electronic, high tech
products

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

The US case does not provide details on how
this program is administered or why the grants
are provided.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The US case does not cite any
legal basis for the existence of
this program.

The Commission is not in possession of any
information that could establish the eligibility
criteria for this program.

The US case found that one exporter
located in Guangdong province
received a grant under this program.

The selected exporters who have
participated in this review were not
found to have received a grant under
this program.

The Commission considers it is not in
possession of sufficient information to
determine that this program meets the
definiton of a subsidy in section
269T(1).

Not applicable — not an operable

subsidy program.

Not applicable — not an
operable subsidy program.

Program 56 - PGOG
special fund  for
energy saving
technology reform

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

The PGOG provides grants at a rate per metric
ton (MT) of standard coal saved through
increased energy efficiency during a given year,
which constitute a direct transfer of funds by the
GOC.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

PGOG Provincial Department of
Finance and Economic and
Trade Commission of
Guangdong Province pursuant to
the Provisional measures on
administration of Guangdong
energy saving special fund which
began in 2008.

The criteria for a grant under this program is
limited to eligible entites located in the
Guangdong province with demonstrated coal
saving of 2,000 metric tonnes of coal per year.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

One selected exporter who has
participated in this review advised it
had received a grant under this
program.

Despite the US case finding, it would
appear that this program is still
operable.

Only enterprises that achieve coal
consumption savings in Guangdong
province are eligible for the subsidy.

As the criteria or conditions providing

access to
particular

the subsidy
enterprises  over

favours
other

enterprises in China, the program is

considered to be specific.

The exclusions to specificity described
in subsection 269TAAC(3) do not

apply to this program.

For these reasons the subsidy is
specific and meets the definition of
countervailable subsidy in subsection

269TAAC(2) of the Act.

Selected exporters

A subsidy rate will be applied
to the selected exporter
found to have benefited from
this program.

For the selected exporter
that received a financial
contribution during the
investigation period under
this  program, the total
amount of grant received by
the selected exporter has
been apportioned to each
unit of the goods using that
exporter’s total sales volume.

This per unit amount was

then calculated as a
proportion of that exporter's
weighted average export
price, to determine a
subsidisation rate
(percentage).

Residual exporters

Residual exporters  have

been attributed the same
rate of per unit subsidisation
determined above for the
one selected exporter who
received this program.

This was then calculated as
a percentage of
subsidisation by attributing
this per unit amount over the
weighted average export
price of the three selected
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exporters.

All other exporters

As neither the GOC nor
uncooperative exporters
provided information as to
whether these exporters
benefited from this program,
the Commissioner has
considered all relevant
information to conclude that
it is likely that uncooperative
and all other exporters have
had benefits conferred to
them under this program
during the investigation
period in the form of direct
transfers of funds (grants).

In calculating the amount of
subsidy attributable to that
benefit, the Commission:

e worked out the full
amount of the grant
received by the
selected exporter to
the investigation that
received this program;

e determined the per unit
subsidisation amount
by reference to the
lowest total sales
volume of the three

selected exporters;
and

e determined a
subsidisation rate

(margin) by reference
to the lowest weighted
average export price
seen amongst the
selected exporters.
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Program 57 - PGOG
science and
technology bureau
project fund

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

Under this program the PGOG distributes grants
to universities and firms to support, among other
things, industrial development and innovation in
Guangdong province.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

This program is administered by
the PGOG Department of
Finance and Department of
Science and Technology under
the Science and technology
bureau project fund (also known
as Guangdong Industry,
Research, University
Cooperating Fund).

The Commission has not
identified any other basis for the
operation of this program.

Based on the information available to the
Commission, the eligibility for this program
appears to be based on the requirement that
the recipient is located in Guangdong
province.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

The selected exporters who have
participated in this review were not
found to have received a grant under
this program.

The Commission is not in possession
of any other evidence to suggest that
this program was operable during the
investigation period (noting that none
of the selected exporters were found
to have received benefits under this
program).

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.

Program 58 -
Development
assistance  grants
from the ZHTDZ

Australian industry cites the 2011 US
countervailing investigation into aluminium
extrusions exported from China as the basis for
its allegations.

Under this program the Zhaoging New and High
Technology Development Zone (ZHTDZ) local
authority provides assistance grants to certain
entities in the ZHTDZ based on their output, tax

payments, level of foreign investment and
whether they have received famous brand
designation.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The US case does not cite a
legal basis for the operation of
the program.

It is noted that the US case
found that a one time grant was
provided to one exporter.

Relying on the findings of the US case, it
appears that this program is available to
companies located in the ZHTDZ.

Subsequent to its 2011 investigation,
the 2014 decision of the US
Countervailing Administrative Review
for aluminium extrusions exported
from China determined that this
program did not confer a measurable
benefit or not used.

One selected exporter who has
participated in this review advised it
had received a grant under this
program.

Despite the US case finding, it would
appear that this program is still
operable.

Only enterprises that achieve coal
consumption savings in Guangdong
province are eligible for the subsidy.

As the criteria or conditions providing
access to the subsidy favours
particular  enterprises over other
enterprises in China, the program is
considered to be specific.

The specificity of the subsidy is not
excepted by reference to
S269TAAC(3).

For these reasons the subsidy is
specific.

Selected exporters

A subsidy rate will be applied
to the selected exporter
found to have benefited from
this program.

For the selected exporter

that received a financial
contribution during the
investigation period under

this  program, the total
amount of grant received by
the selected exporter has
been apportioned to each
unit of the goods using that
exporter’s total sales volume.

This per unit amount was
then calculated as a
proportion of that exporter's

weighted average export
price, to determine a
subsidisation rate
(percentage).

Residual exporters

Residual exporters  have

been attributed the same
rate of per unit subsidisation
determined above for the
one selected exporter who
received this program.

This was then calculated as
a percentage of
subsidisation by attributing
this per unit amount over the
weighted average export
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price of the three selected
exporters.

All other exporters

As neither the GOC nor
uncooperative exporters
provided information as to
whether these exporters
benefited from this program,
the Commissioner has
considered all relevant
information to conclude that
it is likely that uncooperative
and all other exporters have
had benefits conferred to
them under this program
during the investigation
period in the form of direct
transfers of funds (grants).

In calculating the amount of
subsidy attributable to that
benefit, the Commission:

e worked out the full
amount of the grant
received by the
selected exporter to
the investigation that
received this program;

e determined the per unit
subsidisation amount
by reference to the
lowest total sales
volume of the three
selected exporters;
and

determined a subsidisation

rate (margin) by reference to

the lowest weighted average
export price seen amongst
the selected exporters.
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Is the subsidy
countervailable?

Method of subsidy rate
determination

Program 44 -

Preferential lending
programs — loans
from Chinese policy
banks and state
owned commercial
banks

Australian industry cites the 2011 US
countervailing investigation into  aluminium
extrusions exported from China as the basis for
its allegations.

Under this program preferential lending rate are
provided by Chinese policy banks and state-
owned commercial bank which constitutes a
financial contribution involving the foregoing of
revenue.

Information about this program was requested in
the questionnaire sent to the GOC on 25 July
2014. The GOC advised the Commission on 16
September 2014 that it would not be responding
to the questionnaire.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

Preferential loan rates are
provided for in the 12th 5-yr plan,
which points to non-ferrous metal
products as one of the 'key fields
of development of
manufacturing':

"Focus on the development of
key materials required for

aviation, spaceflight and
electronic information. Support
the extended application of
cutting-edge smelting
technologies, short and
continuous processes, and
energy conservation and

emission reduction technologies,
and encourage the recycling of
renewable energy sources, and
the integrated utilization of low-
grade minerals, associated
minerals, minerals that are
difficult to recover and refine,
tailings and waste residues."

Article 34 of the Law on
Commercial Banks [2003] states
that banks ‘carry out their loan
business upon the needs of the
national economy and the social
development and under the
guidance of the state industrial
policy’. In a response received
by the Commission from GOC in
relation to case 181 (aluminium
road wheels - ARWSs) stated that
the 5yr plans is a blueprint of
development of the country.

The WTO Trade Policy Review
of China [2014] noted that ‘The
high degree of state ownership is
another notable feature of the
financial sector in China’, and
that "four big state-owned banks
(Agricultural  Bank, Bank of
China, Construction Bank and
Industrial and Commercial Bank)
appear to represent more than
half of the Chinese banking
sector... Policy banks and other
state-owned banks are more
than 50 % state-owned."

Enterprises are eligible for low-interest rate
loans from government policy banks and
SOCBs pursuant to the GOC's policy to
provide financial assistance in accordance to
development needs of the country.

Preferential lending rates under this
program are a financial contribution by
the GOC which holds significant
control over the financial sector, and
involves the foregoing of revenue.

This program has been countervailed
by the US in relation to Chinese
exporters of aluminium extrusions in
2011 and withstood a review in 2012.

However, the Commission’s
verification of the selected exporters
did not reveal that exporters of
aluminium extrusions to Australia
were receiving preferential rates of
interest for loans.

The Commission therefore considers
the available evidence indicates that
this program was not an operable
subsidy in respect of aluminium
extrusions exported from China.

Not applicable — not an operable
subsidy program.

Not applicable — not an
operable subsidy program.
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Program 55
Currency
undervaluation

Australian  industry  submits that GOC
interventions in currency markets limit the
appreciation o the Renminbi (RMB) against the
US dollar and other currencies.

The alleged benefit is the difference between
the amount of RMB received in exchange for
foreign currency and the amount of RMB an
exporter would have received under a
benchmark rate of exchange.

The GOC provided a submission regarding this
program on 10 October 2014. The submission is
available to the case public record at item 41.

The Commission detailed its assessment in an
issues paper 2014/04 published on 9 December
2014. The paper is available on the case pubic
record at item 44.

WTO Notification

The Commission is not aware of any WTO
notification of this program.

The Commission is not aware of
any legal basis that may apply to
this program.

The Commission is not in possession of any
information that could establish the eligibility
criteria for this program.

The Commission is not satisfied that
the currency valuation is a ‘financial
contribution’ or a form of ‘income or
price support’, nor that a benefit is
conferred, within the meaning of
Article 1 of the SCM in respect of
aluminium extrusions exported to
Australia from China.

The requirements of specificity under
Articles 1.2 and Article 2 of the SCM
do not appear to be met. The benefit
received does not appear to be
specific to a particular industry (or to a
group of enterprises or industries) but
is a broad macroeconomic policy.
Therefore, even if currency valuation
could be considered a ‘subsidy’ under
Atrticle 1 this requirement would not be
met.

The Commission’s
assessment of this program
determines that it is not a
countervailable.

SEF 248 Certain Aluminium Extrusions — China

103




	CONTENTS
	ABBREVIATIONS
	1. SUMMARY AND RECOMMENDATIONS
	1.1. Summary
	1.2. Proposed recommendation
	1.3. Final report

	2. BACKGROUND
	2.1. Initiation
	2.2. Extending the review to include all exporters
	2.3. Previous cases
	Dumping and countervailing Investigation 148 (2009)
	Federal Court Proceedings September 2013
	Review of anti-dumping measures Case 186 (2012)
	Review of anti-dumping measures Case 229 (2013)
	Anti-circumvention inquiry Case 241 (2014)

	2.4. Review process
	2.5. Sampling
	Responses to the PIR and Exporter Questionnaire responses
	Selected Exporters
	Cooperating Residual Exporters
	Uncooperative and all other exporters

	2.6. Responding to this SEF

	3. THE GOODS AND LIKE GOODS
	3.1. Finding
	3.2. Legislative framework
	3.3. The goods
	3.4. Tariff classification
	3.5. Like goods produced by the Australian industry
	3.6. Like goods produced by the exporters.

	4. VARIABLE FACTORS – DUMPING NOTICE
	4.1. Finding
	4.2. Exporter questionnaire responses
	4.3. Export price
	4.3.1. Tai Shan City Kam Kiu Aluminium Extrusion Co Ltd (Kam Kiu Aluminium Products Sdn Bhd)
	4.3.2. Guangdong Zhongya Aluminium Co Ltd
	4.3.3. PanAsia
	4.3.4. Guang Ya Aluminium Industries Co Ltd
	4.3.5. Residual exporters
	4.3.6. Uncooperative exporters and all other exporters

	4.4. Market situation assessment
	4.4.1. Submissions to the Commission
	4.4.2. The Commission’s assessment

	4.5. Applicable legislation
	The Commission’s assessment

	4.6. Establishing normal values – third country sales or construction
	4.7. Constructed normal values – outline
	4.7.1. Applicable legislation, policy and practice

	4.8. Reasonableness of costs in constructing normal values
	4.8.1. Introduction
	4.8.2. Commission’s assessment
	4.8.3. Calculation of uplift

	4.9. Determination of profit for constructed normal values
	4.10. Normal value
	4.11. Preliminary Dumping margin

	5. VARIABLE FACTORS – COUNTERVAILING NOTICE
	5.1. Finding
	5.2. Programs reviewed
	5.3. Summary of countervailable programs
	5.4. Subsidies received
	5.4.1. Selected exporters
	5.4.2. Residual exporters
	5.4.3. Uncooperative and all other exporters
	5.4.4. Preliminary margins


	6. NON-INJURIOUS PRICE
	6.1. General
	6.2. Commission assessment

	7. EFFECT OF THE REVIEW
	APPENDICES AND ATTACHMENTS
	NON-CONFIDENTIAL APPENDIX 1 – MARKET SITUATION ASSESSMENT
	NON-CONFIDENTIAL APPENDIX 2 – ASSESSMENT OF COUNTERVAILABILITY OF SUBSIDIES
	BACKGROUND
	LEGAL BASIS
	WTO NOTIFICATION
	ELIGIBILITY CIRTERIA
	IS THERE A SUBSIDY?
	IS THE SUBSIDY A COUNTERVAILABLE SUBSIDY (SPECIFIC OR PROHIBITED)?
	AMOUNT OF SUBSIDY IN RESPECT OF THE GOODS
	BACKGROUND AND WTO NOTIFICATION
	LEGAL BASIS
	IS THERE A SUBSIDY?
	AMOUNT OF SUBSIDY IN RESPECT OF THE GOODS


