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15 September 2017 

 

Director Operations 2 

Anti-Dumping Commission 

Level 35, 55 Collins Street 

Melbourne VIC 3000 

 

Review of measures applying to aluminium extrusions exported from China 

Dear Director, 

This submission is made on behalf of PanAsia Aluminium (China) Co. Ltd (PanAsia China) 

and in response to the Anti-Dumping Commission’s (the Commission) preliminary 

findings outlined in Statement of Essential Facts Report No. 392 (SEF 392). 

Error in profit calculation 

PanAsia China has discovered an error in the Commission’s calculation of domestic profit. 

The pivot used to calculate profit includes domestic sales which had no finish designation 

and were recorded as “N/A”. For those domestic sales, the Commission’s OCOT 

spreadsheet does not attribute any cost to the goods and as such, the full sales value is 

reflected as profit. 

To rectify this error, PanAsia China proposes that the small volume of those domestic sales 

be excluded from the profit calculation, which results in the average rate of profit reducing 

from XX% to XX%.  

Profit – inclusion of high end powder coated products 

PanAsia China considers the Commission’s calculation of domestic profit to be significantly 

overstated as it includes sales of powder coated products which are not considered to be 

‘ordinary sales’ and therefore ought to be excluded from the determination of profit.  

As the Commission has verified, PanAsia China manufactures and sells high end 

integrated window and door systems under its “XXXX” brand. The powder coated 

products sold domestically are for use in these systems and are priced at a significant 

premium, to reflect the substantial long-term investment required to develop and improve 
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those systems. This contrasts to the standard lengths of powder coated product exported to 

Australia which are sold individually in bundles and purchased by Australian customers 

for use in their own developed window and door systems. 

In addition, the domestic powder coated products require a near perfect surface finish and 

as such have a higher rejection rate than compared to the standard powder coated profiles 

exported to Australia. This higher rejection rate results in a higher average unit cost, which 

again requires PanAsia China to attach a significant price premium to the product when 

sold into the market. 

PanAsia China contends that the unique product and production characteristics of these 

domestic powder coated products, support a finding that those domestic sales do not 

reflect sales made in the ordinary course of trade. This is further supported by a 

comparison of profit rates across the different finishes, which shows that profit rates 

achieved on ordinary domestic sales of extrusions ranged from XX% to XX% for mill and 

anodised respectively, compared to XX% for powder coated extrusions. 

On that basis, PanAsia China requests the Commission to treat the domestic sales of 

powder coated products as sales not made in the ordinary course of trade, and calculate 

profit using only domestic sales of mill and anodised extrusions sold in the ordinary course 

of trade. 

Profit to be calculated using uplifted CTMS 

It is noted that the Commission’s calculation of profit in this review is not consistent with 

the Commission’s original approach determined during the original investigation in REP 

148. During the original investigation, the Commission calculated PanAsia’s profit by 

comparing ‘selling prices for comparable domestic models to the corresponding monthly 

revised CTMS’. That is, profit was calculated by reference to the uplifted CTMS which 

included the substituted primary aluminium benchmark costs.  

During this review, the Commission has instead calculated profit on the basis of PanAsia’s 

costs without the inclusion of the substitute benchmark cost for primary aluminium. 

PanAsia disagrees with this approach as it does not accurately reflect the profit rate that 

could be achieved in the domestic market, in the face of higher raw material costs. As 

considered by the Commission during the original investigation, it is too simplistic a notion 

to assume that domestic prices will increase proportionately to the increase in costs and 

that producers will be able to maintain a fixed profit margin in those circumstances.  

Therefore, PanAsia China requests the Commission to reconsider its methodology for 

calculating profit and to revert to its original approach whereby the rate of profit is 

determined by reference to the uplifted CTMS following the substitution of the primary 

aluminium benchmark costs. 
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Due allowance – non-refundable VAT 

The PanAsia China exporter visit report correctly highlights that  

PanAsia incurs a non-refundable VAT expense on export sales to Australia of 4 per cent, being 

the difference between the VAT rate of 17 per cent less 13 per cent VAT refunded on export 

sales of aluminium extrusions. Therefore, the visit team applied an upward adjustment of 4 per 

cent to the normal value. 

However, the Commission’s report does not accurately reflect the point at which the 

adjustment was made to the normal values.  

As confirmed and verified by the Commission during its visit to PanAsia China, and 

consistent with the Commission’s long-standing understanding and practice, the export 

VAT and non-refundable VAT component are calculated by reference to the free-on-board 

export price of the goods. This reflects the point at which goods are exported from China.  

This is further confirmed and supported by the Commission’s policy position which 

stemmed from its VAT issues paper (Attachment A) and independent accounting advice 

provided by Ernst & Young (Attachment B) during the original investigation into 

aluminium extrusions (REP 148).  

Therefore, the 4% non-refundable VAT adjustment is required to be calculated and applied 

on PanAsia’s FOB normal value ex-China. Instead the Commission’s preliminary 

calculation incorrectly applies the 4% VAT to the FOB normal value ex-Macau. That is, the 

4% VAT adjustment is applied to a constructed normal value that includes OPAL Macao’s 

SG&A and export credit terms. 

Given that the Commission’s policy and practice is to apply the VAT adjustment to the FOB 

value of the goods at the Chinese border, the Commission has erred by applying the VAT 

adjustment in PanAsia’s case at the Macau border. Therefore, PanAsia requests the 

Commission to amend the preliminary calculations by adding the 4% VAT adjustment at 

PanAsia’s FOB normal value (ex-China). This has the effect of reducing the normal values 

and the corresponding dumping margin. 

Due allowance – export credit terms 

PanAsia contends that the Commission’s calculation of the adjustment for export credit 

terms to be flawed as it misinterprets the nature of the arrangement agreed between 

importer and the exporter. 

As explained to the Commission, PanAsia Australia was only recently established in late 

2015 and continues to operate in a start-up phase requiring working capital for salaries, 

warehouse rental, and to grow and maintain its operating inventory levels. In these 

circumstances, rather than requiring PanAsia China to inject additional funding into 
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PanAsia Australia, PanAsia China agreed to reinvest the value of certain account 

receivables back into the Australian business.  

This arrangement did not result in credit terms being extended beyond the originally 

agreed XX days as considered by the Commission. The arrangement simply provided 

administrative expediency as it avoided PanAsia Australia having to make payment as per 

the agreed XX days terms, and for PanAsia China to then immediately transfer the funds 

back to the Australian business as working capital.  

Therefore, the Commission has incorrectly calculated export credit terms on the basis of the 

average number of payment days, as this figure is distorted by PanAsia China’s decision to 

automatically transfer the value of some accounts receivables into working capital. To 

rectify this error, PanAsia China requests the Commission to amend the export credit term 

calculation using the invoiced XX day export credit terms. 

 

Yours sincerely 

 

John Bracic 
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