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ACDN

Australian Customs Dumping Notice

Australian industry

the Australian industry producing aluminium road
wheels

Arrowcrest Arrowcrest Group Pty Limited

ARWSs Aluminium Road Wheels
I CEO Chief Executive Officer of Ihe Australian Customs
L and Border Protection Service
| China People's Republic of China ‘fﬁ\%
: CTMS cost to make and sell A.‘H‘A"b'\ ;

Customs and Border

2
the Australian Customs and Boﬂ%r P 5‘{7857’

Protection Service [
FIE foreign invested enterprisg/ “I}_\ N
FOB free on board pall lér /\74
GOC Government of Chi&a C;‘U‘D'
GQ Government gfféstichgaire 4
GUC Goods undzﬁqn deration (also referred to as the
goods, ardalutiniumkoad wheels)
_LME Londoh Mefd) Exchdnge
| Minister The Minister for Home Affairs
NIP bt noﬁ-injuriou?price
PAD Q, Y-prelimlpary affirmative determination
SEF Statément of Essential Facts
 SHFE A _‘Qhanghai Futures Exchange
. SOE 4/ state-owned enterprise

! Tariff At S\ W

Customs Tarift Act 1995

TtheActy, &

Customs Act 1901

the goods the subject of the application

the §obdsT
Luse

unsuppressed selling price
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[1. SUMMARY AND RECOMMENDATIONS ¥

This investigation is in response to an application by Arrowcrest Group Pty
Ltd (Arrowcrest) for publication of a dumping duty notice and a countervailing
duty notice in relation to aluminium road wheels (ARWs) exported to Australia
from the People’s Republic of China (China).

This statement of essential facts (SEF) sets out the facts on which the
delegate of the Chief Executive Officer (CEO) for the investigation
{Investigation 181) proposes to base their recommendations to the Minister
for Home Affairs (the Minister) in relation to the application.

1.1. Proposed recommendation

Customs and Border Protection has considered the allegal atgirved in
the application and made enquiries of interested parti

Customs and Border Protection has made a prelimipasy finding that the
dumping and subsidisation of ARWs exported t§f Austral@ frbm China has
caused material injury to the Australian ind strw&[:duq}ng like goods.

The delegate of the CEO proposes to re qnfﬁénd‘td the Minister that:

1) a dumping duty notice be blisﬁ}.d jn‘%‘éos‘:)ect of ARWs exported to
Australia from China by all e Brers bther than Zhejiang Shuguang
Industrial Co. Ltd (P, ;and

2) a countervailing duﬁ notice,ﬁe published in respect of ARWs exported
to Australia from Chiha byg exporters

So
1.2 Applicafion of law to facts

0 “ L
1.2.1. r;\m 0 make decision
S
Division;l2 of ﬁa\rt of the Customs Act 19017 (the Act) sets out, among

other-mattgrs, theé procedures to be followed and the matters to be

ct@gﬁege yrtfre CEO in conducting investigations in relation to the goods

covq;eﬂ by an application for the purpose of making a report to the Minister.
<,

>
The CE®'s powers under this Division have been delegated to certain officers
of Customs and Border Protection.

1.2.2 Application

! A reference 1o a division, section or subsection in this report 15 a reference 1o a provision of the Customs Act
1901, unless otherwise specified.

SEF 181: Aluminium Road Wheels China 5
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On 26 September 2011, Arrowcrest, on behalf of the Australian industry _NO
manufacturing ARWs, lodged an application requesting that the Minister
publish a dumping duty notice and a countervailing duty notice in respect of
ARWs exported to Australia from China.

The delegate of the CEO was satisfied that the application was made in the
prescribed manner by a person entitled to make the application2.

1.2.3. Initiation of investigation

After examining the application, the delegate of the CEQ was satisfied that:

the application was made in the manner required; ﬂ
« there is an Australian industry in respect of like goods; and :
- there appeared to be reasonable grounds for the publicati S'f;a ;
dumping duty notice and a countervailing duty notice i@res ct e
goods the subject of the application, or for the publigatio Slséh notices
upon the importation into Australia of such goods3. hl-\ >
The CEO decided not to reject the application ﬁgd hofige ojptge initiation of
this investigation was published on 7 Novemb%2011 re1t to Australian
Customs Dumping Notice (ACDN) 201 1/543:)‘." <, 3’
: &)

1.2.4. Statement of essential faLch : ’po N

The CEO must, within 110 days aﬁg ednitjation of an investigation, or such
longer period as the Minister allowss, Blace an the public record a statement
of the facts on which the C b’roposes'(o base his recommendation in

relation to that applicatig::;:

In formulating the SEF, the:CE  Fust have regard to the application
concerned, any suﬁ?ﬁssions oncerning publication of the notice that are
received by Qg oMms and Border Protection within 40 days after the date of
initiation of)\?éﬁ;}{)ﬁt n and any other matters considered relevant’.

For thi _ves?iﬁ@'tio , the Minister granted a 60 day extension to the date by
whigltthe BEF niust be placed on the public record. ACDN 2012/06 was
is§ned ¢h 23Fe ruary 2012 notifying of the Minister’s decision. This SEF is
noﬁu{]t?é on or before 27 April 2012.

5N

13. 7 Preliminary findings and conclusions

2 Section 269TB

3 Subsection 269TC(1)

4 Subsection 269TC(4)

3 Section 269ZHI

6 Subsection 269TDAA(1)
7 Subscetion 269TDAA(2)

SEF 181: Aluminium Road Wheels China 6
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Customs and Border Protection has made the following preliminary findings} No ........ \ _-’ 5
and conclusions based on available information at this stage of the —
investigation:

1.3.1. Australian industry (Chapter 4 of this report)
Customs and Border Protection found:

- there is an Australian industry producing like goods;

« the like goods were wholly manufactured in Australia by Arrowcrest; and

- the Australian industry consists of one main Australian manufacturer of
ARWs, being the applicant. The applicant manufactures the majority of
Australian produced ARWSs and as such any injury to the applicantia
considered representative of overall injury to Australian indu
Australian manufacturers were contacted and their volum idergd
too small to be considered separately.

1.3.2. Dumping (Chapter 6 of this report)

Customs and Border Protection preliminarily d tha&,a market
situation existed in relation to the domestic market for Ws in China during
the investigation period such that selling peides 1 thartgiparket are not suitable
for normal value purposes. Normal val h constructed replacing
exporters’ costs of aluminium and/or m q})y with a benchmark cost.

Following the replacement of cerla
values under section 269TAC(2 lation to ARWSs exported from China
to Australia during the inve ga |on penod other than those exported by
PDW, Customs and Bogde Protepg]on found that:

» the goods re dum d; and
¢ the volume o mrfyg boods and the dumping margins, were not
negligi :

Cuslomg ar%\%“ rotection found the following dumping margins:
5N
frgbles1: DJmping Margins
k Exporter Dumping Margin
(% of Export Price)

CITIC Dicastal 9.1%
PDW -3.24%
Pilotdoer 21.6%
Jinfei Kaida 7.5%
YHI 32.9%
Yueling 14.62%
Selected non-cooperating exporters 32.9%

SEF 181: Aluminium Road Wheels China 7
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Where the delegate is satisfied that the dumping margin for an exporter is
less than 2%, the delegate must terminate the investigation so far as it relates
to that exporter®.

The delegate is proposing to recommend that the dumping investigation be
terminated so far as it extends to PDW.

1.3.3. Subsidy (Chapter 7 of this report)

Following its investigation into 40 alleged subsidy programs, plus additional
programs identified during the course of the investigation, Customs and
Border Protection has made the preliminary finding that the following 34
programs are countervailable subsidies:

No. Program O A

Table 2: Subsidy Programs {F;- % w
“Qhﬁ"b

yamin\]
1 Aluminium provided by government at less than fair vﬁ]ue N Mg

Preterential income tax for hi-tech enterprises g
Prises Qs D4

Preferential tax policies for western developmexmt “Go V‘F&“élrategy
a

| | &

Preferential tax policies tor FIEs established mgegqééstal economic
open areas and in the economic and té’c#no)Pgical evelopment zones

7 Reduced tax rate for productive FJEs schgduleddo operate for a period
of not less than 10 years 9

-
8 Preferential tax policies for FIE eX}fdrt enférprises whose annual output
value of all export prodggs[pmount tg 70% or more

9 Preferential tax polici% for FlEs which are technology-intensive and

knoMedge-inIensiv& -

10 Preferential tax policf'e‘%?erén'terpvises which provide employment to
unemployed o[\ple >

1" Pretergntiat ax*pgge"s tor FIEs in State high or new technology
industtigl d ment zones, and for advanced technology enterprises
invgqle iﬁ,and( rated by FIEs

<1 a !
13 <‘-E_r\efereﬁ},3l & policies for enterprises transferring technology

14%% -[FPréferentidl tax policies for enterprises making little profit
149 PPrafgrentl tax po P g little p

'2’1% 4, Grants for encouraging the establishment of headquarters and regional
< headquarters with foreign investment

22 [“Preferential tax treatments for new hi-tech enterprises (NHTE) in special
zones

29 Patent award in Guangdong province

30 Termination of tax refund policies for FIEs on their purchase of
domestically manufactured equipment

31 Exemption of tariff and import VAT for imported technologies and
equipments;

32 100% refund of VAT to FIEs on purchasing unused domestic equipment

8 Section 269TDA(1)

SEF 181: Aluminium Road Wheels China 8
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with currency in China;

35 Matching funds for international market development for SMEs
36 Innovative experimental enterprise grant
37 Special support fund for non-State-owned enterprises (NSOEs)
38 Venture Investment Fund for Hi-Tech Industry
39 Superstar Enterprise Grant
40 One-time awards to enterprises whose products qualify for “Well-known
Trademarks of China™ or “Famous Brands of China”
41 Technology assist
42 Export subsidies ‘f
43 SME assist a I
i
4 f
44 Environmental subsidies V‘%ﬁ{f Q.
Ty
46 Government Incentives for the Top Taxpayer of the ﬁaar Olnbaanbdao
City
J‘p a vt_ /10
47 Financial Support from China Postdoctoral Scitrce Foujsdaﬂén
48 Foreign Trade Public Service Platform Devejﬁgrﬁtogﬁu?d
50 Patent Application Fee Subsndy U 9 ' 1/
51 Enterprise Development N %ﬁ -Q-f
=3
53 New Product Trial Profﬁoh <+
56

W
Patent grants Oqg:bbh G';U

Y
Subsidy margins"d;‘;&qw%yare:

<

Tabl&3; Supsidy Margins

In relation to exports from China, where the delegate is satisfied that the

Exporter Subsldy Margin
(% ot Export Price)

ITIC Gicastal <2%

Sl row 20%

?ﬁlotdoer 4.4%

Jinfei Kaida 2.8%

Yueling 5.1%

Selected Non-cooperating 58.8%
Exporters

———..
PUBLIC
FILE
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subsidy margin is less than 2%, the delegate must terminate the investigation
so far as it relates to that exporter. The delegate is proposing to recommend
that the subsidy investigation be terminated so far as it extends to Dicastal.

SEF 181: Aluminium Road Wheels China
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1.3.4. Injury (Chapter 8 of this report)

Customs and Border Protection has made the preliminary finding that in the
investigation period the Australian industry producing like goods experienced
injury in the form of:

lost sales volume;

lost revenue;

price suppression;

lost profits and profitability;

reduced return on investment;

reduced employment; and FAn

reduced capacity utilisation. <E' <
1.3.,5.  Causation (Chapter 9 of this report) g,j'
Customs and Border Protection has made the prelimi
dumping and subsidisation caused material injury to the Austalian industry.
d

ai N
1.3.6. Will dumping and subsidy and m :'iall infary tontinue
(Chapter 10 of this report)

Customs and Border Protection has ma%e"brehmmary finding that:
» exports of ARWs from China in qU gl{ajbe at dumped or subsidised
prices; and
» continued dumping or subsidisati m%’%ause further material injury to
the Australian industry.

13.7. Proposed reggl%fnenqghon

Based on these pr mar%dmgs the CEO proposes to recommend to the
Minister that a p notlce and a countervailing duty notice be
published i m s exported from China to Australia.

13.8. . Fi rt
v‘\ nal B9

Tpe‘t s'ﬁge/ eport and recommendation must be provided to the Minister

bywqine 2012.

SEF 181: Aluminium Road Wheels China 10




PUBLIC

F
—FE

w0169

everes,
SSisenani,,,,

PUBLIC RECORD
[2.  BACKGROUND

2.1. Initiation

On 26 September 2011, Arrowcrest on behalf of the Australian industry
manufacturing ARWs, lodged an application requesting that the Minister
publish a dumping duty notice and a countervailing duty notice in respect of
ARWSs exported to Australia from China.

The application alleged that ARWs have been exported to Australia from
China at prices lower than their normal value, that ARWs exported to
Australia from China have received countervailable subsidies, and that this
dumping and subsidisation has caused material injury to the Aus{ﬁﬁé
industry producing ARWs.

ion, w"

- Public
Q;nber 2011

Following consideration of the application and additional u@rm
Customs and Border Protection decided not to reject tr@‘%p
notification of initiation of Investigation 181 was mad
(refer to ACDN 2011/54).

* Yo

The initiation notice advised that the SEF lq;tfnvesv%ation would be
placed on the public record by 27 Februany'201 er, the delegate was
satistied that the prescribed 110 days to qlsa%eﬁhe F on the public record
for the investigation was likely to befisuff d requested an extension.

The Minister extended the deadline _the publlcatlon of the SEF to 27 April
20129. ACDN 2012/06 wasdféstied on February 2012 notifying of the
Minister's decision. Intgre ed partigs were also separately notified.

Q .
The investigation period?0" <%‘l@p rpose of assessing any dumping
margins'! was set ay,1 July €10 to 30 June 2011. The injury analysis
period, for the se f etermining whether material injury has been

caused to the—“&u dustry was from 1 July 2006.

Re‘ékﬁndmg to this SEF
SEA}%\ t the essential facts on which Customs and Border

Protqeffon proposes to base its recommendation to the Minister. This
staterignt represents an important stage in the investigation. It informs
interestdd parties of the facts established and allows them to make
submissions in response to the statement. It is important to note that the
statement may not represent the final views of Customs and Border
Protection.

Interested parties have 20 days to respond to the statement. Customs and
Border Protection will consider these responses in making its report to the

9 Section 269ZHI
10 Section 269T(1)
) Subsection 269TC(4)(bf)

SEF 181: Aluminium Road Wheels China 1
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Minister. The report will recommend whether or not a dumping duty notic
and/or a countervailing duty notice should be published and the extent of
interim duties that are, or should be, payable. Customs and Border Protection
must report to the Minister by 11 June 2012.

Responses to this SEF should be received by Customs and Border Protection
no later than 17 May 2012.

Customs and Border Protection is not obliged to have regard to any
submission made in response to the SEF received after 17 May 2012 if to do
so would, in the opinion of the CEO, prevent the timely preparation of the
report to the Minister.

Submissions should preferably be emailed to {m

Alternatively they may be sent to fax number +61 2 6275 6 %o
Director Operations 2 Qﬁj%
Trade Measures Branch >

Australian Customs and Border Prolecﬂgn Servn% *

§ Constitution Avenue a
CANBERRA ACT 2601 gd V¢D_00
AUSTRALIA
Aﬁ» v‘
Confidential submissions must be clearly’ d a& rdingly and a non-

confidential version of any submissio |reqﬁor inclusion on the public
record. A guide for making submisgfons, ble at the Customs website
(follow the links to: Anti- Dumpmg > R?Eérﬂe Material > Guidance for
Submissions).

The public record contajp ips Bon- co?i’ idential submissions by interested parties,
the non-confidential vers: Qyétoms and Border Protection visit reports
and other publicly vallable cuments. It is available online at
http://adpr.cust .doy.au/Gustoms/, or can be viewed by request in
Canberra (p 796547 to make an appointment). Documents on
the public r 4;1 Be read in conjunction with this SEF.

23. “nPrevigu§cases
NN

There ave been no previous cases concerning aluminium road wheels.

SEF 181: Aluminium Road Wheels China 12
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[3. THE GOODS AND LIKE GOODS

3.1. Preliminary finding

Customs and Border Protection has made a preliminary finding that the
Australian industry produces ARWs that have characteristics closely
resembling those of ARWs manufactured in China and exported to Australia,
and has therefore made a prellmlnary finding that ARWs manufactured by the
Australian industry are like goods'.

3.2 The goods

The applicant, Arrowcrest, provided the following description of
subject of its application (the goods):

The goods the subject of this application are aluminium roa s”) of
the motor vehicles of HTISC heading 8708709178, in dj MB]Q; nglng from 13
d

inch to 22 inch.

2y
The goods under consideration (GUC) are finis d Or séthi- -firfished ARWs
whether un-painted, painted, chrome plated r farge: minium wheels
for go-carts and All-Terrain Vehicles (* Bés'? rq&\s%ec ally excluded.
al mtarm jon to assist in
scri tlon%ﬁ e goods is included in

The application also contained additi
understanding the goods. Further d
ACDN 2011/54.

AR
3.3. Tariff classification

The goods may be class‘ﬁ‘lgp*‘fo @gxfollowing subheadings in Schedule 3 of
the Customs TariffAct 199

*
i - N Pal
i 8708.70.91/y;ﬂd§gf‘vheels of akind used as components in passenger
| e

iptor vehicles
8708.70.99/‘8% > | 5A0ad wheels other than of a kind used as components in
[ passenger motor vehicles;
8716:50.00/.39 47 | Road wheels for trailers and caravans.
[z guuaS e

3.4?‘1\% Interpretation of the goods under consideration

<
While the description of the goods under consideration (GUC) is not subject
to change by Customs and Border Protection, latitude in interpretation of that
scope exists.

For example interested parties have submitted that the definition of the goods
does not include aluminium road wheels for 4WD vehicles'3 and caravans'4
classified to a tariff sub-heading other than 8708.70.91/ 78.

12 1 terms of section 269T
13 Hunt & Hunt lawyers on 22 December 2011
13 pWC on 21 December 2011

SEF 181: Aluminium Road Wheels China 13




pPusLiC
FILE
PUBLIC RECORD

Customs and Border Protection published issues paper 2012/181 to provide i seeeeeeriinll.
preliminary clarification of, and to invite submissions on, the scope of the
goods that Customs and Border Protection will examine for the purposes of
this investigation. Issues paper 2012/181 stated, inter alia, that:

Customs and Border Protection considers that the words ‘passenger motor
vehicles' in the initiation notice for the investigation are designed to be read
according to their common or generic meaning, that is, vehicles that are
designed to carry passengers. Customs and Border Protection acknowledges
that the Tariff Act contains specific definitions of passenger motor vehicles
that exclude 4WD vehicles that meet certain characteristics. This definition,
however, is not the one relied on for the purpose of the investigatioo-

It is Customs and Border Protection’s preliminary view thg&}t qgefin' n of

the goods includes: 4
9 : A bv p{y

* ARWs for passenger motor vehicles, trailers and q%an’ asstiiad to tarift
sub-heading 8708.70.91/ 78; Pr¥e,

A8
* ARWSs for 4WD vehicles (other than all terra VehiULes&yn trailers classified
to tariff sub-heading 8708.70.99/ 80; and

avr
= ARWSs for trailers and caravans clasgified t 8‘7:&(}.:,‘3{)‘00/ 39.

The only exclusions, as specifigdinthdinoticg” are ARWs for go-karts or Al
Terrain Vehicles (ATVs). Oxiqrd di L?R fefines ATVs as

“a small open motor vehicle withcone seat and three or more wheels fitted
with large tyres, desi&‘ﬁe for use on rough ground.”

Customs and Border Prd ec reg%ived submissions to issues paper
2012/181 from Ford, GM e ,LCITIC Dicastal and Arrowcrest. Non-
confidential versj r%g&:;ese ubmissions were place on the public record.
The main clai mi __gjﬁlrelation to the goods and like goods relates to
the issue ohthent rkets, OEM (original equipment manufacture) and AM
(aftermarkeﬁ’q Ins mgaary interested parties, other than Arrowcrest, claimed
that OEM and ¥ 1Xl‘ERWs are not like goods, but two separate markets where
goﬁ%qppete with each other and are not interchangeable. The
mel‘r{I zbr,g’um related to commercial likeness.

Arrow%@st‘s response to the issues paper supported Customs and Border
Protection’s findings and noted that OEM and AM ARWs are like goods as
supported by the European Union’s (EU’s) recent decision in relation to
dumping of ARWSs exported from China. In that case the EU considered
similar arguments put forward by interested parties but ultimately found that
although there exists two markets for the goods, OEM and AM wheels are not
separate goods and are like to each other.

It should be noted that ‘the goods’ described in the initiation notice for an
investigation cannot be changed once the investigation has commenced. The
description of the goods covered by this investigation covers both OEM and
AM wheels. The evidence shows that Arrowcrest manufactures ARWs for
both the OEM and AM markets and one issue to determine is whether those

SEF 181: Aluminium Road Wheels China 14
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goods manufactured by Arrowcrest are ‘like’ to the exported goods which a Now......LT T
both OEM and AM wheels.

Interested parties have claimed that there should be two separate
investigations, one for OEM goods and one for AM goods. Some parties
have referred to a previous investigation by Customs and Border Protection in
relation to canned pineapple. In that investigation Customs and Border
Protection decided, subsequent to initiation, that it was dealing with two
separate canned goods — goods sold into the consumer market and goods
sold into the food services and industrial market.

Customs and Border Protection notes that in other investigations, even
though there had been separate markets for the goods the investi n.
considered them together for the purpose of recommending wh ra

dumping and/or countervailing duty notice should be publis X lgs are
toilet paper and linear low density polyethylene. e
Customs and Border Protection acknowledges the clgfms ested

parties in relation to the operation of the OEM and Al markets. In this case,
although the investigation has not separated th gobdsmtg two discrete
investigations, as was the case in pmeapples shouldtbe noted that in
assessing injury and causation Customs afi Boh;er Pobtection analysed
each market segment separately.

N P
3.5. Like goods - Q‘-‘J
The Australian legislation mak_e; references to ‘the goods’ and ‘like goods’.
‘The goods are those stralia and alleged as being the cause of
material injury to the Aiggulltlb stry.

‘Like goods’ are t ro ed by the Australian industry'S. Subsection
2697(1) of th “Cu. 901def|nes like goods as:

goo s t, re identical in all respects to the goods under
c‘éh |der or that, although not alike in all respects to the goods
asék dsnderatlon have characteristics closely resembling those of
a% e goods under consideration.”

An Austrelian industry can apply for relief from injury caused by dumped or
subsidised imports even if the goods it produces are not identical to those
imported. The industry must however, produce goods that are ‘like’ to the
imported goods.

Where the locally produced goods and the imported goods are not identical in
all respects, Customs and Border Protection assesses whether they have
characteristics closely resembling each other against the following
considerations:

15 The term atso refers to goods which are sold on the domestic market in the exponting counury, or those which
may be exported to Australia in the future

SEF 181: Aluminium Road Wheels China 15
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i. physical likeness

ii. commercial likeness
iii. functional likeness
iv. production likeness

3.6. Claims Australian industry does not produce like goods
The following interested parties:

» GM Holden Ltd (Holden)

- Kelso Group Pty Ltd as trustee for The Kelso Family Trust tradin as
Versus Wheels Australia (Versus)

« Primal Alloy Wheels and Tyres (Primal)

lodged submissions claiming that Arrowcrest does not, or

certain models that would fit within the goods descnpt mcs any
non-confidential claims submitted, where not discus: ?‘l‘!r‘ﬁw ort, are
available in the respective submissions available on publlg record.

Certain pames have acknowledged that th traha ndustry currently
produces, or is able to produce, equwale to he particular imported
models in question. However, some su pagtes mai tam that local supply is
not available on agreeable terms, e. ltrﬂfé ardito price, quality, or service
levels. Jﬁ

Other parties submit that th%gstraluan@dustry does not currently produce,
equivalent models to thosejwhich are imported (for example, 22 inch wheels).

With regard to the two kﬁ‘ Bhclaims described above, even if correct, they
would not enable Oustoms d Border Protection to alter the goods
description (i.e, 4,0-8 flicular models from the investigation). However,
if proven correc sdvcb#(!%)ﬁg could contribute to undermining a finding of
material inj }%Ied y import of models for which direct substitutes are

unavailéttJ):‘QrQ e Australian industry.
NP
AfD :

3.7% 9:# Préilliminary finding - like goods

Y.
Custon'?s and Border Protection considers that the Australian industry
produces like goods on the following grounds:

i. Physical likeness:

- Products made by the Australian industry have a physical
likeness to the goods exported to Australia from China;

- Arrowcrest manufactures ARWs in sizes 13" to 20". Arrowcrest
has supplied sufficient evidence that 20" wheels can be
substituted with 22" wheels;

- The like goods are manufactured by Arrowcrest to meet
Australian Standards.
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ii. Commercial likeness: No:
Australian industry products compete directly with imported
goods in the Australian market, both OEM and AM, as
evidenced by the supply of Chinese ARWs to many customers
of the Australian industry.

ii. Functional likeness:

- Both imported and Australian produced goods have comparable
or identica! end-uses as evidenced by Australian industry
customers that source equivalent Chinese made ARWs.

- Both imported and Australian produced goods may be fitted on
passenger motor vehicles and used for the same purpose.

iv. Production likeness:
- Based on evidence obtained from visits to ArraWer Q{*\ggd ’
Chinese exporters, the Australian industry priduc; Sre‘f’
manufactured in a similar manner to the_@Qob goots
H A

The findings above lead to the conclusion that the Algv;ralian r:)%uced
products, some of which are not identical, hav §racleﬂ§ its closely
resembling the imported goods. These finding egre nogpre’mised ona
comparison of individual imported and doxg‘a’sti a&l\ygvduced models, but

rather represent a global consideration. ‘q\{
or

- P
Customs and Border Protection ha‘s”lhe foregrade a preliminary finding that
the ARWSs produced by the Australi it dustey are like goods to the goods
exported from China. +,

Qs
If it was established thagtheél Australjan industry does not manufacture and
offer for sale in Austral?g'ﬁz? to a particular and clearly identifiable
subset of the impoqid HS -,c‘&is open to the Minister to exclude that subset
from a dumpinggrty\rgpticz;nd countervailing duty notice.

g
4

N

0
[T
e

b,
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|4. AUSTRALIAN INDUSTRY

4.1. Preliminary finding

Customs and Border Protection has made a preliminary finding that there is
an Australian industry producing like goods, comprising of one main
manufacturer, being Arrowcrest.

4.2, Production process
For goods to be taken as produced in Australia'e:
«+ they must be wholly or partly manufactured in Australia; or

- for the goods to be partly manufactured in Australia, at least gfie b‘}
substantial process in the manufacture of the goods must e carried dut in
Australia.

oo

Customs and Border Protection undertook a verificat'aﬁ'VnS'! ab-Arrowcrest’s

premises. The visit included tours of the company’s #RW manufacturing

facilities. During the visit, Customs and Border Pratectign reviewed the
associated production processes and costs as ﬁ’etailed in:Adstralian industry
visit report on the public record.

Customs and Border Protection consi erW?AE}Ws are wholly
manufactured in Australia. : .

CLp
43. Manufacturers of ARWs ig Australia
b}

In its application Arrowcrespidentifred one other manufacturer of ARWs
during the investigation geriad — Pdrformance Wheel Nominees Pty Ltd
trading as Performance Industfig {Performance). Customs and Border
Protection was contacted by‘bragway Performance Engineering Pty Ltd

(Dragway) duri e Q%JF%QOf the investigation, which advised that it was
also an Austratjan fm 4Ju atturer of ARWs.

Based ap the data¥éceived in the application, we estimate Arrowcrest

repres s*more’ﬁhan 95% of ARW production during the investigation period.
Dufg 1o e srivdll volume of ARWs produced and sold by Performance and
Dragway, verification visits were not conducted. Customs and Border

Protec 'mpn requested further information from both Performance and
Dragway, however insufficient evidence of volume and sales data was
provided to allow further analysis.

Performance provided a submission to the investigation as an attachment to
submissions made by Arrowcrest, which was placed on the public record.
Dragway also provided a submission regarding the effect Chinese imports
had on their business, noting their support of Arrowcrest's application for
measures. This submission was also placed on the public record. Customs
and Border Protection formed the view that due to the volume of the

16 [n terms of subsections 2697T(2) and 269T(3)
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Australian industry held by Arrowcrest, any injury found to Arrowcrest woul

be considered as injury to the Australian industry as a whole.
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[5. AUSTRALIAN MARKET

5.1. Preliminary finding

There is an Australian market for ARWs, which Customs and Border
Protection understands to be around two million pieces during the
investigation period. The market is supplied by the Australian industry and by
importers.

5.2 Introduction

The Australian ARWs market is supplied by Australian manufactureesand
importers. ARWs are used in passenger motor vehicles, mcludmf‘t wh
drives, and trailer vehicles including caravans and trailers. %

There are two major distribution channels for ARWs: the OFi ;ﬁﬁEEqument
Manufacture (OEM) segment and the Aftermarket (A

The Australia industry and ARWs from China cgmpetel for sgtes to the OEM
and AM segments.

5.2.1. OEM segment ‘t;d ‘Q] o

motor vehicle (PMVs) manufacture fota Motor Corporation Australia,
General Motors Holden and Ford Mot Company, together with their
performance brands Holde Spécial véhicles (HSV) and Ford Performance
Vehicles (FPV). Toyota's pgﬁormﬁsce brand TRD was discontinued in 2009.

The Australian OEM segment cons'!g{spﬁ}the; Australian passenger

Arrowcrest suppl:e OEMAR Toyota and to HSV. The sales process in
the OEM segment riven byrthe motor vehicle manufacturers. The design
of the ARW Wlned by the motor vehicle manufacturer
(specifically t outekap arance), with the task of producing a safe and
reliable ARW\ thg ARW manufacturer.

Alternatlyeixth RW manufacturer may be given design freedom and can
elopan ARW to suit the vehicle. Generally the motor vehicle manufacturer
IE/borale with the ARW manufacturer to develop a new design.

3y, .
It is usual for a whee! production contract to be awarded up to two years prior
to the production phase of a new model vehicle. The typical life-cycle of a
model is between two and five years.

5.2.2. Aftermarket segment

Locally produced and imported ARWs compete at the same levels of trade
and the predominant source of imported ARWs is China.

ARWSs sold into the aftermarket segment of the market are essentially
designed by the ARW manufacturers, and at times in collaboration with their
customers. The various distribution channels in the Australian aftermarket
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are via wheel importers, tyre wholesalers, tyre retailers, PMV Customer
Service Divisions (CSDs) and retailers of PMVs, and manufacturers of trai
vehicles.

Wheel importers predominantly import ARWs from China for wholesale to
corporate and independent tyre wholesalers and retailers, as well as to CSDs,
the retailers of PMVs, and the manufacturers of trailers and caravans.

5.3. Market Structure

5.3.1. Australian Producers

The application was lodged by Arrowcrest on behalf of the Australi
producing ARWs. Whilst Arrowcrest has not been joined by any.
Australian industry members in its application, support for theig, ¢
been indicated in submissions by Performance and Dragw

industry is comprised of the following known manufacturersq:%‘%; O

» Arrowcrest ]
« Performance Wheels Oy,

- Dragway
Arrowcrest accounted for more than 95% the tgmlan production of like
goods during the investigation period (1 Ju\&’zmo to 30 June 2011).

Customs and Border Protection r es recelved information from the
abovementioned compames howev ere conducted with Arrowcrest
only.
5.3.2. Importers Q ‘j‘

NIThd

Customs and Bordéy,Protectibp performed a search of its database and
identified 181 iryﬁqﬂ Each of the identified importers was contacted

e investigation.

regarding pam{;&p

S
Customs ancﬁaq déﬁfgotectlon received importer questionnaires from, and
und‘epgqoklx{nsnts\tp the following major importers:

Q,M ns Wheels
. P
. GM¥ Holden;

« Kelso Family Trust trading as Versus Wheels;
« Primal; and
« YHI Australia

Reports from these visits were placed on the public record.

Two major importers — Bob Jane and Speedy Wheels — declined to fully
cooperate with the investigation and were not visited.
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5.3.3. Australia based distributors

(wholesalers/ retailers) of ARWs in the AM market during the investigation:
* Bob Jane,
= Beaurepaires/ Total Tyres;
* Bridgestone;
= City Discount Tyres;
= Jax;
» Speedy Wheels; and

= Tyrepower. ‘g 5

<

ap, S
Some of these entities are also importers of ARWs (see s ron{?.& a ve).

Customs and Border Protection forwarded an end user qu"e ‘t%)nai_r,% 0 each

of the above companies. A response was received fror#*Sgi y only.
A"
53.4.  Endusers Sy g
oo

Customs and Border Protection identified lowingtend users of ARWs in
the Australian OEM market: q ;‘p <%

= Ford; f‘; vay

= FPV; SAY o,

. HSV, =) ‘f'\-}

= Toyota. :{f v

Toyota declined to partrcfp {e-if) U&rnvesligation Customs and Border
Protection forward an entkyser ¢ questionnaire to the remaining companies
listed above, w alkrespop yded 0. Customs and Border Protection visited
Ford and HSV, é{ U e rnformalron provided in their responses and

other matters e é{@ the investigation.
Q Mar 1ze
2 %

s@ and Border Protection has combined import data from its import
databage with Australian industry sales information to estimate the size of the
Australidn market for ARWs during the injury analysis period. Customs and
Border Protection assessed the Australian market for ARWs to be
approximately two million wheels during the investigation period. The market
size fluctuated during the injury analysis period.

The following graph shows the size and proportion of Australian industry
versus imports by volume and percentages over the injury analysis period.
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Graph 1

Australian Market Volume

T T T . =
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) ) -

8 Australian Industry @ China @ Other Imports

Chinese imports supplied both the OEM and A gusmg the injury
analysis period.

SEF 181: Aluminium Road Wheels China 23




PUBLIC RECORD
[6.  DUMPING INVESTIGATION

6.1. Preliminary findings

Customs and Border Protection has made a preliminary finding that ARWs
were exported to Australia from China at dumped prices during the
investigation period. The preliminary dumping margins determined for
exporters are outlined in the table below:

Dumping Margins

Exporter Dumping Margin

(% of Export Price) [PRAS| b‘}
CITIC Dicastal 9.1%.
POW -3.2%. ch% <
Pilotdoer 21.6%. e
Jinfei Kaida 75% [
Yueling 146% d

5 c
Selected Non-cooperating 329% uh - *
Exporters )
Source: Confldential Attachment 1
Customs and Border Protection pro %@rec famend that the dumping

investigation be terminated so far €S it r/e PDW.
The total volume of dumpe @dbds is & negligible.

The volume of exports te;.A tralla uring the investigation period represented
by the selected non«:oope?g} xporters is around 65%.

6.2. Intrqp&ptl

Dumping occur her& product from one country is exported to another
countryat a p IBs¥'than its normal value. The dumping margin is the
dlffqbgjgk&%etwb%n the export price'? and the normal value!s.
Investi period, for the purposes of assessing any dumping margins,

s TRzt July 2010 to 30 June 2011. The investigation must be terminated so
far asvprelates to a particular country if the volume of dumped goods from
that couftry is negligible's. The volume of dumped goods is negligible if this
figure is less than 3% of the total Australian import volume?0.

This section of the SEF reports on Customs and Border Protection’s
determination of expont prices, normal values and dumping margins for
Chinese exporters.

17 Section 269TAB
18 Section 269TAC
19 Section 269TDA(3)
20 Gection 269TDA(4)
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6.2.1. Number and categorisation of exporters

Customs and Border Protection found there were 117 entities?! from China
that exported ARWs to Australia in the investigation period.

Despite the relatively large number of exporters, Customs and Border
Protection has not undertaken a sampling exercise in terms of subsection
269TACB(8).

Rather, Customs and Border Protection sought to determine exporter-specific
dumping (and subsidy) margin calculations for all exporters, after investigating
the exportations of all exporters in the investigation period, whether or not
they cooperated with the investigation. Therefore, Customs and %)
Protection regards all exporters to be ‘selected exporters’ in relat on to séction
269T.22 4N PN Y

<

In the case of those exporters that provided an adequa‘t/q_\ail n
to the exporter questionnaire, Customs and Border Ppotec fbg
base the dumping margin (and subsidy) calculations an the data submitted
and verified. These exporters were considered b ‘Selectsd cooperating
exporters'. .
4Y '3

In some instances, the data submitted 'Yhe @ exporters was verified in on-
site visits to the exporters’ premises. {frathil’casgs, the data was examined
by Customs and Border Protection;gzith t orisgfte verification.

L

0>,

In the case of those exportersj[;at provjded inadequate responses to the
exporter questionnaire, or id not make themselves known to Customs and
Border Protection, Custamsland BYrder Protection regarded these exporters

as 'selected non-cooperéti%gb-egpo ers’.

Customs and Bo,(;e% rotecm received 6 responses to the exporter
questionnairedssugd, i (gb ion to the dumping and subsidy investigation on
ARWSs. Thate porters that provided adequate and timely responses
to the egtport@biqu%ﬁ naires — four were visited for verification purposes,
and datdfor thelpther exporter was examined without on-site verification.

F
GWeleEfed cooperating exporters
Expoﬁ’e;s whose data was verified on-site
Customs and Border Protection undertook verification visits to the following

four selected cooperating exporters (which collectively accounted for an
estimated 30% of the volume of exports of ARWSs to Australia from China in

21 1 is difficutt to estimate the number ot exporters accurately because in some cases Customs and Border

Protection is only aware of the identities of the guppliers, which can be trading entities or manufacturers. Customs

and Border Protection usually regards the manufacturer to be the exporter. Where the supplier details for particular

importations in the Custams and Border Protection import database relate to traders, this means the identities and

numbaer of the exporters (manufacturers) are unknown. )
22 gection 269T(1) provides that “selected exporter, in relation to a dumping duty notice or a countervailing duty i
notice in respect of goods, means an exporter of goods the subject of the application or like goods whose '

P i were inv 1 for the purp

of deciding whether or not to publish that notice.”
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the investigation period), and based dumping margin (and subsidy) {32

calculations upon that verified data.
These exporters are as follows.

¢ CITIC Dicastal Wheel Manufacturing Co., Ltd (CITIC Dicastal)

e Zhejiang Shuguang Industrial Co. Ltd also known as PDW
International Co. (PDW)

e Zhejiang Jinfei Kaida Wheel Co., Ltd (Jinfei Kaida)

o Pilotdoer Wheel Co. Ltd (Pilotdoer)

Exporters whose data was assessed without on site verification -

Customs and Border Protection received a response to the expo
questionnaire from Zhejiang Yuleing Co. Ltd (Yueling), ho Ver \
visit was not undertaken.

Following receipt of additional information requested s ordettotorm a view
on the reliability of its data for assessing dumpingG loms and Border
Protection calculated dumping (and subsidy) mj rgms a r-ahalysing the data
submitted. The analysis included some tess ofithe d for completeness,

relevance and accuracy, and some bench arkm med data of a similar
nature. A report of Customs and Borde Bt%ﬁﬁtlop s analysis is available on
the public record. . o Q%

O

6.2.3. Selected non-coogea,tlnge rters

Customs and Border Pratektion received a response to the exporter
questionnaire from YHI Haeusing Co. Ltd (YHI). Customs and Border
Protection requested addl | information in order to form a view on the
reliability of the gata s8ing dumping and subsidy margins, however
YHI declined 48 proyi Ap&

Customs and Border, rotectlon considered whether visiting YH!'s related
|mporteF'.XHI AU ﬁla in combination with benchmarking to other verified
date’ il ad ¢ ss its concerns in relation to the exporter questionnaire
reg THe visit report to YHI Australia, which can be found on the public
rec&?%c‘tsclosed that Customs and Border Protection found its data to be
unreliable for the purpose of calculating an export price. Based on YHI's
refusal to supply further requested information, and the unreliability of YHI
Australia’s data, the information provided by YHI was assessed as being
materially deficient, not sufficient to warrant verification; and it is considered
to be unreliable.

Customs and Border Protection regards YHI as a selected non-cooperating
exporter. It also considers all those entities that exported ARWSs to Australia
that did not make themselves known to Customs and Border Protection to be
selected non-cooperating exporters.
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The export prices and normal values (and subsidy amounts) for selected no No:
cooperating exporters have been determined after having regard to all
relevant information.

6.3. Assessment of particular market situation

After having regard to all relevant information, Customs and Border Protection
has preliminarily formed the view that it is satisfied there was a situation in the
Chinese ARW market during the investigation period such that sales in that
market are not suitable for use in determining normal value under section
269TAC(1). An assessment of whether a market situation existed is provided
at Appendix A.

Customs and Border Protection therefore considers that the nor
respect of ARWs exported to Australia from China should be 0| s Rjgte
under section 269TAC(2)(c) of the Act. & L.

It is noted that the construction of normal value underslégign 69TAC(2)(c)
has been undertaken in accordance with the conditiofis of R@ulatlons 180
and 181 of the Customs Regulations 1926 (thegRedulationsi{as required by
section 269TAC(5A). The Regulations prov% ?r an ¢kamination of the
reasonableness of exporters’ recorded c %IS discussed further in
section 6.4 below.

6.4. Reasonableness of ABW c€sts Mﬁina
Qs

In the course of making its market si s\t:E/ on assessment for China, Customs
and Border Protection notefl the Government of China (GOC) significantly
influenced the Chinese e%nlum hdustry, and this influence is likely to have
materially distorted com 3&7’@ co#ditions and both directly affected the price
of the main raw m ial used in the manufacture of ARWs, as well as likely

affecting suppl ghat Qdustry
Much of the: nh[ﬁ'llsis%at ed Customs and Border Protection to the market

situation finding, elevant to assessing whether the various elements of
the costsito maKg and sell ARWSs in China, as recorded by exporters, are

reggoﬁﬁsl

Cusﬁ@%’s and Border Protection has formed the view that the GOC influence
in the Auminium industry is pronounced in the parts of that industry upstream
from ARW production. In particular, Customs and Border Protection considers
that GOC-driven market distortions have resulted in artificially low prices for
the key raw materials used in ARW production in China — aluminium and
aluminium alloy.

In these circumstances, Customs and Border Protection considers the costs
incurred by ARW manufacturers in China for aluminium and aluminium alloy
used in the investigation period do not reasonably reflect competitive market
costs in terms of Regulation 180(2).
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Customs and Border Protection therefore replaced the costs of aluminium
and aluminium alloy for each Chinese exporter, as recorded by these Leeseeneene -
exporters, when constructing normal values. Customs and Border Protectio
used costs based on London Metal Exchange dala, plus an adjustment for
alloy manufacture where appropriate (benchmark cost). This is the same
benchmark data used for the purposes of the subsidy investigation, i.e.
subsidy program 1 (refer Appendix B).

This benchmark was used at it is considered to be a reasonable reflection of
competitive market costs for aluminium and aluminium alloy. In each case,
application of this benchmark resulted in an uplift to 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).

To arrive at this uplift amount, Customs and Border Protectiai”3 B‘rfqgjtg
benchmark cost to all purchases of aluminium and aluminif abga{ by
selected cooperating exporters to arrive at a percentagg:gplf%}p bé'%pplied to
the raw materials cost recorded in the exporters’ recc'gds. 5 DG

Q

For selected non-cooperating exporters, the hi st p&zg_ﬁbe uplift found in

relation to the selected cooperating exporters was use?J in the absence of

reliable information to demonstrate this up&fﬂ’w u@ haV,e been lower for these
Vv (w)

exporters.

: £ P
Customs and Border Protection cojéid tht nchmark to be reflective of
competitive market costs for aluminmy 'y ahdatuminium alloy. The details of
the benchmark used are outliged in Appgndix B to this SEF.

The constructed normakvalles for Chinese exporters discussed below are
based on revised costs toupnake sell that take account of the uplift for
benchmark aluminiym and ai{gy costs.

6.5. D fermm -ﬁfprofit for constructed normal values in China

A T
Customs andBo é’rotection notes Regulation 181A provides that, where
reasonably possiple’ profit must be worked out using data relating to the
pr i r'fapg 3ale of like goods by the exporter or producer of the goods in
thergrdinary cdurse of trade.

Accor ly, Customs and Border Protection calculated a weighted average
net profit, measured as a percentage mark-up on full cost to make and sell,
for each selected cooperating exporter, using the verified cost to make and
sell data (i.e. prior to substitution of costs) and verified domestic selling prices
from sales made in the ordinary course of trade in the investigation period.

Where the exporters made domestic sales in the ordinary course of trade, in
sufficient quantities, this measure of profit was used to construct normal
values that were based on revised unit costs that included substituted
aluminium and alloy costs from the benchmark data.
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In the case of one Chinese exporter, Pilotdoer, Customs and Border
Protection used the average net profit from domestic sales made in the
ordinary course of trade by the other selected cooperating exporters from
China. Pilotdoer made a low volume of domestic sales as it is export
focussed. The few domestic sales it did make were one-off and not
considered to be made in the ordinary course of trade. Customs and Border
Protection therefore did not consider profit from those sales to be a
reasonable basis for constructing a normal value.

The constructed normal values for Chinese exporters discussed below
include the profit amounts calculated in the manner described above.

6.6. Dumping margins for selected cooperating export

6.6.1. CITIC Dicastal

CITIC Dicastal manufactured and exported ARWSs to AustralLa
investigation period. The goods were imported by tw ralfan importers.

It was found that for exports to GM Holden: =) 4
¢ The goods have been exported to %{Eh{ﬁwlse than by the

importers and have been purcha porters from the

exporter; and
» The purchase of the goods thepmgggéf)s was an arms length
transaction.

The export price for these séfed were astertained under
section 269TAB(1 usmé’the inwiced price less any part of that price that
represents a charge m re“sp‘got of tBe transport of the goods after exportation
or in respect of anygt;:r rﬁh&e%rnsnng after exportation.

It was found th here the ultimate customer was Ford:
. the goodsabav ot been exported to Australia otherwise than by the
ortef“ Cl Dicastal and Dicastal Australia are considered to be
exporter; and
5 thb k‘F%asfer of the goods between these related parties were not arms
"q 4éngth transactions.

On the basrs of the above conclusions, export prices are unable to be
determined under section 269TAB(1)(a) or (b). Export price was determined
under section 269TAB(1)(c). Customs and Border Protection considered it
appropriate, for the calculation of export price, to include a proportionate
deduction reflecting the SG&A costs associated with CITIC International’s role
as trader in the exportation process.

Normal values were established in accordance with section 269TAC(2)(c)
using Dicastal’s quarterly weighted average cost to make and sell data
(revised for raw material cost uplift), by wheel diameter, and an amount for
profit based on domestic sales of like goods made in the ordinary course of
trade. Negative adjustments were made for domestic packaging costs. A

SEF 181: Aluminium Road Wheels China 29




PUBLIC
FILE

FoLIO | ﬂ)

PUBLIC RECORD

positive adjustment was made in relation to commission, export credit
insurance and export packaging costs.

The dumping margin for Dicastal was established in accordance with section
269TACB(2)(a), by comparing the weighted average of export prices over the
whole of the investigation period with the weighted average of corresponding
normal values over the whole of that period. The dumping margin for Dicastal
is 9.1%.

Submission from Dicastal

In Dicastal's visit report the dumping margin was calculated using two
alternatives — one compared the export price to normal value by tee or
diameter size, and the other compared a single export price per ra

a normal value per kilogram, ie dumping was calculated by refer

weight. Dicastal has made submissions that the most appgopna w
assess dumping is on the basis of weight. —

Given the finding of market siluation this submission% no Io%ge‘f"relevam
because normal values were constructed on th asis\*g( a sipgle domestic
selling price per kilogram, ie by reference to weight, in gach-quarter.
Constructed normal values were comparegyto i“i’d'vidu% export prices to

calculate the dumping margin during th ?Tveetig enPeriod.
‘ %@W
6.6.2. PD

Export price for export sale PDWwas established under section
269TAB(1)(a), being the pn e pan or payable by the importer less, as
appropriate, expenses rese t a charge for any matter arising after
exportation.

Normal values 1 ed in accordance with section 269TAC(2)(c) of
the Act usin ’Pp ted average cost to make and sell data (revised for
raw matenahco by product code, and an amount for profit based on

domestic; sa e\éRf goods A positive adjustment was made in relation to
creqp

eigr{mpmg margm for PDW was established in accordance with section
269TAEB(2)(a), by comparing the weighted average of export prices over the
whole o?lhe mvestngalnon period with the weighted average of corresponding
normal values over the whole of that period. The dumping margin for PDW is
-3.2%.

Customs and Border Protection is proposing that the dumping investigation
should be terminated so far as it relates to PDW.

6.6.3. Pilotdoer

Export price was calculated under section 269TAB(1)(a), by reference to the
invoice from Pilotdoer to the Australian customer less any part of that price
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that represents a charge in respect of the transport of the goods after
exportation or in respect of any other matter arising after exportation.

Normal values were established in accordance with section 269TAC(2)(c)
using Pilotdoer’s weighted average cost to make and sell data (revised for
raw material cost uplift), by wheel diameter, and an amount for profit.
Regulation 181A(2) cannot be used to determine profit as Pilotdoer's volume
of domestic sales is too low to be considered reasonably reflective of
domestic sales of like goods. Regulation 181A(3)(a) cannot be applied for the
same reason. Profit has therefore been based on the weighted average of
actual amounts realised by other cooperating exporters from the sale of like
goods in the domestic market (Regulation 181A(3)(b)). No adjustments were
made. i

B,
€~
The dumping margin for Pilotdoer was established in accord w'@ seﬁion
269TACB(2)(a), by comparing the weighted average of exgrt piices dvér the
whole of the investigation period with the weighted avg) gsné orr@sbonding
ing margi

d

normal values over the whole of that period. The du for
Pilotdoer is 21.6%.

Q
7 Nyo#
6.6.4.  Jinfei Kaida P njp

Export price was calculated under seg% A$1 (@), by reference to:

» For exports directly by Jinféﬁ( i
to the Australian customer; al

e For exports by Jint?y\‘-ﬁl’dings, fﬂe invoice price from Jinfei Holdings to
the Australian cust Qler, i

a8, the-Invoice price from Jinfei Kaida

less any part of that price ;tbr'é esents a charge in respect of the transport
of the goods after ortatioror in respect of any other matter arising after

exportation. @J&

Normal valﬁb@\ &re stablished in accordance with section 269TAC(2)(c)
using Jigfei Kaida arterly weighted average cost to make and sell data
(revi fdr raw fnaterial cost uplift), by wheel diameter, and an amount for
pugtit ba e&o:ﬁémomestic sales of like goods made in the ordinary course of
tra egative adjustments were made for inland freight. A positive
adjustment was made in relation to freight to the port and terminal handling
charges”

The dumping margin for Jinfei Kaida was established in accordance with
section 269TACB(2)(a), by comparing the weighted average of export prices
over the whole of the investigation period with the weighted average of
corresponding normal values over the whole of that period. The dumping
margin for Jinfei Kaida is 7.5%.

6.6.5. Yueling

Export price for export sales from Yueling was established under section
269TAB(1)(a).
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Normal values were established in accordance with sectlo
the Act using Yueling's quarterly weighted average cost to make and sell data
(revised for raw material cost uplift), by wheel diameter, and an amount for
profit on domestic sales of like goods made in the ordinary course of trade.

A positive adjustment was made in relation to inland freight, handling loading
and ancillary expense, commission expenses and bank and currency
expenses.

The dumping margin for Yueling was established in accordance with section
269TACB(2)(a), by comparing the weighted average of export prices over the
whole of the investigation period with the weighted average of corresponding
normal values over the whole of that period. The dumping margm for Yueling
is 14.6%. R

6.6.6. Selected non-cooperating exporters @ Dd:?l/
Selected non-cooperating exporters of ARWs compr' e: ﬁ\u

+ YHI; and :
« all other exporters of ARWs from ther than the selected
cooperating exporters.
Export price . \*3? :fi

Customs and Border Protection exaw@ecpaﬁd considered a range of options
for determining export priceéprtselectec@on-cooperating exporters, including:

» export price data gom the &Jstoms and Border Protection import
database;
* export pricetqgt: frg%lmporter visits where that data related to

exports seleg ed non-cooperating exporters;
*  expo r| m the application for a dumping duty notice and a
coufigerV: 8,uty notice;

. Sa(%c;rmrl@e;g‘éta from the selected cooperating exporters.

T ﬂ%ﬁ ajaifrom Customs and Border Protection’s import database does
notcoptain sufficient detail to establish whether the imported goods are
ARWaRr other types of wheels, nor does it contain information about wheel
sizes. This means that unit export prices derived from that data are not a
reliable basis for calculating export price by diameter.

The export price data verified in importer visits does not include broad and
detailed coverage of the goods exported by the selected non-cooperating
exporters. Rather, that data pertains mainly to the exports of selected
cooperating exporters. While it may be possible to identify small volumes of
the goods exported by some of the selected non-cooperating exporters, this
would represent only a small proportion of the total volume of ARWs exported
by those exporters.
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Export prices submitted in the application for a dumping duty notice and a §
countervailing duty notice were based on individual quotes at a specific poilf,
in time and not considered as reflective of overall export prices as verified
data.

Customs and Border Protection considers the maost directly relevant and
therefore best information available would be the export price data obtained
and verified in relation to the selected cooperating exporters.

After having regard to all relevant information, export prices for all selected
non-cooperating exporters were established in accordance with s.269TAB(3)
of the Act.

Specifically, Customs and Border Protection used the lowest we@’t
average export price for the entire investigation period fromxﬁ’e e n'é_g'
cooperating exporters, by diameter, excluding any pan of tia %&v
relates to post-exportation charges.

Other than YHI, selected non-cooperating exporters did not ﬁiake themselves
known to Customs and Border Protection, and Hot‘i’egpgﬁ’d to the Exporter
Questionnaire. In this context it cannot be ass ed, and there is no
reasonable basis to find, that the export pgt:es L@e lected cooperating
exporters were any higher than those determ d e approaches

described above. f
Normal value %ﬁg
Customs and Border Prot |on examlned and considered a range of options
for determining normal u tor [ cted non-cooperating exporters,
including:

« normal e data ;}g}n the application; and

» normafyal ata from the selected cooperating exporters.
The normaré}ajy&\e%u mitted in the application were based on two

altern ti%qs:
i

3

The agplicant‘s own research of prices in China; and
constructed cost using LME prices as the basis for raw material
ts, and estimates of overheads and SG&A based on the applicant’s
own production.

While these constructed normal values were found by Customs and Border
Protection to be suitable for initiation purposes, Customs and Border
Protection has since undertaken verification of exporter data in all of the
nominated countries/region. As explained in Customs and Border Protection's
Dumping and Subsidy Manual (the Dumping and Subsidy Manual)™ at page
43, Customs and Border Protection considers that where there are

23 Available online at htps/www costoms govaufsite/pageS719 4 N
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After having regard to all relevant information, normal values for all selected
non-cooperating exporters were established in accordance with s.269TAC(6)
of the Act.

Specifically, Customs and Border Protection used the highest weighted
average normal value for the entire investigation period from the selected
cooperating exporters, by diameter.

Other than YHI, selected non-cooperating exporters did not make themselves

known to Customs and Border Protection, and did not respond t AeExporter

Questionnaire. In this context it cannot be assumed, and there iS\ao

reasonable basis to find, that the normal values of the selectgtgo ra;]g

exporters were any lower than those determined in the apgyoac ﬁ? cribed

above. YHI's data was considered unreliable for the reageﬂ:L t out-at 6.6.6.
>

Dumping margin . g

Ty . PR
The dumping margins for selected non-cooperating exporters were
established in accordance with section 268¥AC (%&by comparing the
weighted average of export prices over wlrele ot the investigation period
with the weighted average of corresppadi%@fg?}a‘l values over the whole of
that period. The preliminary dumpitig mﬁgji:a Selected non-cooperating

exporters is 32.91%. !
go o
bl
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SUBSIDY INVESTIGATION

7.

71. Preliminary findings

Customs and Border Protection has made a preliminary finding that ARWs
exported from China to Australia were subsidised during the investigation

period. The subsidy margins determined for exporters are:
Subsidy Margins
Exporter Subsldy Margin
(% of Export Price)
CITIC Dicastal <2%
POW 2.0% <
: Aﬁz“ Pb
Pilotdoer 4.4% ﬂ? <
Jinfei Kaida 2.8% ol S,
8% e
Yueling 51% nI] NN
Selected Non-cooperating 58.8% a % o
Exporters < 01.7
Source: Confidentlal A h it 2 ?;;

The delegate proposes to terminate theéi}&y investi igation so far as it

extends to Dicastal. ‘}’{.q

7.2. Investigated programs

7.2.1. Original 40 progr s

Arrowcrest submitted tha® ers]a%roducers of the goods have benefited
from a range of coyptervaildgle subsidies during the investigation period.
Following consjgetatio, _of/A(rgwcresl‘s claims, Customs and Border
Protection initigted: (§s igations into 40 programs (Programs 1 — 40), for

which it corfsrd d thé) application contained reasonable grounds for
publication ofacodnférvailing duty notice in relation to ARWSs exported to

Austr. 1’51153\3{‘
sﬁ and order Protection included questions relating to each program
in th ovemment Questionnaire (GQ), which was forwarded to the GOC.

A response to the GQ was received from the GOC on 1 February 2012.
7.2.2. Programs 41 - 56

During verification visits by Customs and Border Protection to selected
cooperating exporters, 16 other potentially countervailable subsidy programs
were identified (Programs 41 — 56).

Based on its investigations with the relevant exporters, Customs and Border
Protection considered that the information available established reasonable

grounds for the publication of a countervailing duty notice for these programs.
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Customs and Border Protection sent the GOC the Supplementary FOUO \ u
Government Questionnaire (SGQ) to pose questions and ask for

documentation in relation to these new potential programs.

The GOC provided a response to the SGQ on 11 April 2012.

7.3. Summary of countervailable programs

After assessing all relevant information available, Customs and Border
Protection has preliminarily found that countervailable subsidies have been
received in respect of ARWs exported to Australia from China, under 34
subsidy programs.

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

No. Program A ‘Qﬂ’""zb Countervailable in
; N respect of ARWs?
N
1 Aluminium provided by government at less than, djﬁ»r dvahe ﬁ Yes
2 transitional preferential tax policies for tax reanenl ente&ﬁnsés No
3 preferential policies on Enterprise Incomffax é], No
f_l
4 referential income tax for hi-tech ente s Yes
p : Vﬁgﬁg‘r
5 preferential tax policies for wes_tjm d%elobdw 'Go West” strategy; Yes
6 preferential tax policies for FIES gStablidhed in the coastal economic Yes
open areas and in the ecqgc;mic angy chnological development zones;
7 reduced tax rate for préductive FIEs scheduled to operate for a period of Yes
not less than 10 y«
8 preferentiat tax policids fOMFIE export enterprises whose annual output Yes
value of all ex‘g‘ort pros amounted to 70% or more;
9 prefere for FIEs which are technology-intensive and Yes
kno ge-i leg Q
10 prefeten lax;ﬁohcnes for enterprises which provide employment to No
.ynem[g%“\ ple;
1 erenug’i tax policies for FIEs in State high or new technology Yes
“‘F‘ development zones, and for advanced technology enterprises
nvested in and operated by FIEs;
12 E{eiu nd of income tax for direct reinvestment; No
13 preferential tax policies for enterprises transferring technology; Yes
14 preferential tax policies for enterprises making littte profit; Yes
15 preferential tax policies for enterprises with foreign investment in the No
border cities;
16 preferential tax policies for FIEs in central and western China; No
17 preferential tax policies for FIEs established in Pudong area of No
Shanghai;
18 preferential tax policies in the western regions — domestic companies No
and FIEs;
19 preferential tax policies for FIEs in the Three Gorges of Yangtze River No
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Economic Zone, ie Shanghai, Zheijiang and Jiangsu;
20 preferential tax policies for enterprises established in poverty stricken No
areas;
21 grants for encouraging the establishment of headquarters and regional Yes
headquarters with foreign investment;
22 preterential tax treatments for new hi-tech enterprises (NHTE) in special Yes
20nes;
23 preferential policies in industrial zones in China including Economic & No
Technological Development Zones (ETDZ), High & New Technological
Development Zones (High Tech Parks), Export Processing Zones
(EPZ), Special Economic Zones (SEZ), Free Trade Cooperation Zones
(FT2), Industrial Zones (I1Z) and Export Processing Zones (EPZ);

24 preferential policies in Xinzhuang Industrial Zone, Shanghai, d_-;" I:‘l\ No
25 terential policies in Shanghai; . T No
preferential policies i ghai Fg )3
26 preferential policies in Weihai Economic Development( Hig%}ech“q‘“ No

Industry Development and Export Processing zones, ok
province;
27 tax incentives for manutacturing FIEs in Jiangsu proviﬁ_c\e; ‘:; I No
28 preferential tax rates in Guangzhou, GuangwﬁbVinéeg Y No
29 patent award in Guangdong province; ¢ L{_\ Yes
30 termination of tax refund policies {br FIES o -their purchase of No
domestically manufactured equipment; ¥ -
Pramd \T-:(? Id
31 exemption of tariff and impos{ VAT{for ipgdited technologies and Yes
equipments; " .
32 100% refund of VAT to E. Eﬁ on pu?un\qsing unused domestic equipment Yes
with currency in China, b
33 preferential tax trew@; for ca'ﬁing and forging products; No
34 preferential tax treatma&t?b «6% products; No
D
35 matching‘&{\a&zr international market development for SMEs; Yes
36 mnovaj\(e %ﬂ%{)}@l enterprise grant; Yes
37 spegjal §%jonﬂ1d tor non-State-owned enterprises (NSOEs); Yes
’d
38 qﬁntur?@ve’éﬁfem Fund for Hi-Tech Industry: Yes
ZLS‘VL" -ZS%rséatyEnterprise Grant Yes
"l’Q,U :,one-time awards to enterprises whose products quality for “Well-known Yes
;\f’#Trademarks of China" or “Famous Brands of China”.
hwd
41 Technology assist Yes
42 Export subsidies Yes
43 SME assist Yes
44 Environmental subsidies Yes
45 New Products No
46 Government Incentives for the Top Taxpayer of the Year-Qinhuangdao Yes
City
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47 Financial Support rom China Pastdoctoral Science Foundation 'r\ﬁs N

48 Foreign Trade Public Service Platform Development Fund Yes

49 SME International marketing project funds No

50 Patent Application Fee Subsidy Yes

51 Enterprise Development Yes

52 Economic Development Zone No

53 New Product Trial Production Yes

54 Patent Special Funds f"' d t‘h No

55 Technological innovation products funded A‘\Pa"’h;J ;V No

4z o
56 Patent grants ~ Qa7 Yes
BEASTN

7.4. Subsidy margins B “‘D F
7.4.1. Selected cooperating exporters‘:A
Customs and Border Protection h e tr?at the selected cooperating
exporters received financial conlrl &ge ect of the goods that

conferred a benefit under certaln pro

h
Exporter-specific subsidy rgms ave been calculated for each selected
cooperating exporter wifh, réterenc to the specific programs that conferred a
benefit on each exporter. xS

7.4.2. Selectm}‘l\;qggyerating exporters
GOC mforrﬁat aﬁf ,C/D

Wlt%ﬁg GQ a d SGQ, Customs and Border Protection requested that the
1i§ @_r;_ﬁese ARW producers and/or exporters that have produced
an rgexported ARWSs destined for Australia during the investigation period
that applied for, accrued, or received benefils under Program 1 - 56.

<

In its responses to the GQ and SGQ, the GOC did not provide this information
completely, limiting its response to the ‘respondents' or ‘respondent
enterprises’ in the GQ, and apparently limiting its response in the SGQ to the
selected cooperating exporters already identified by Customs and Border
Protection to have received those programs addressed in the SGQ.

in the absence of relevant information to identify enterprises that had received
financial contributions under each of the investigated subsidy programs,
Customs and Border Protection has had regard to the available relevant facts
and determines that non-cooperating exporters have received financial
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contributions that have conferred a benefit under all programs found to be JFOLIOQ \
countervailable in relation to ARWSs. No: L‘( \

7.4.3. Preliminary margins

Customs and Border Protection has calculated the foliowing subsidy margins
for each selected cooperating exporter individually and for selected non-
cooperating exporters collectively:

Exporter Subsidy Margin
(% of Export Price)
CITIC Dicastal <2%
POW 2.0% [}
Pilotdoer 4.4%
Jinfei Kaida 2.8% } )
Yueling 51% B
Selected Non-cooperating 58.8% %3‘
Exporters . d
Source: Confidential Attachment 2 ;’}7 T Tuag¥
Wik &
each program

Customs and Border Protection’s findinﬁe‘%e{?atlon

investigated program are outlined i Bs/

The calculation of the subsidy marghfor 40N selected cooperating and
selected non-cooperating e:?mner is at:'gonﬁdentlal Attachment 2.

In the case of exports f ”Qgg e delegate must terminate an
investigation if the sub: r%'sqm below 2%. Customs and Border
Protection is prop |ng to reggmmend termination of the subsidy investigation
so far as it exte) |ca
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[8. ECONOMIC CONDITION OF THE INDUSTRY

8.1. Preliminary finding

Customs and Border Protection is of the preliminary view that the Australian
industry experienced material injury in the form of:

e price suppression;

* |ost sales volumes;

e lost revenue;

* lost profits and profitability;

* reduced capacity utilisation.

o reduced employment; and

e reduced return on investment;
8.2. Introduction

This section reports on the economic condition of th strallan mdustry and
provides an assessment as to whether the indugtry uyered injury. The
period from 1 July 2006 is being exammed for k@g lysis purposes.

The analysis of injury to the Australian i m rlgly based on verified
information from Arrowcrest. The rema gmdust embers —
Performance and Dragway — were msnféh as fhieir volumes were
considered minor relative to that Arrchres ased on the (unverified)
data from Performance and Dragw. Q:UMGSI s production is estimated to
represent over 95% of salesby Austratign manufacturers during the
investigation period. i

Australian Customs and%‘prder_Pjitectlon has analysed the economic
performance of the, ustralfhn mdustry in the OEM and AM segments
separately, as VﬁJ‘ in the, AUstralian market overall.

8.3. Mjarlt%> ng And distribution

Arrowcr trad’éﬁ as ROH Automotive (ROHA) and ROH Wheels Australia
(Rgr«w

OHA anufactures and supplies ARWs to Arrowcrest's OEM

-qgustomers including Toyota and HSV; and

« ROHWA operates five branch warehouses, one in each capital city
(except Hobart and Darwin), from which it wholesales Arrowcrest’'s AM
ARWs to the tyre retail industry.

8.4. Commencement of injury
Arrowcrest claimed that imports of ARWSs from China commenced causing

material injury to the Australian industry as early as 2003, and that the
injurious effects have continued.

Customs and Border Protection is reluctant to place much weight on trends
observed prior to 2006 given the lack of relevant sales and cost information

SEF 181: Aluminium Road Wheels China 40




PUBLIC RECORD

available for the earlier period. For the purpose of this investigation, most
weight is given to the period from 1 July 2006 for injury analysis purposes.

8.5. Approach to injury analysis

Arrowcrest provided production and sale of like goods information for the
entire injury analysis period, July 2006 to June 2011 - to enable analysis of
the Australian industry. Arrowcrest's application included data submitted on
the basis of its financial year. All references to year in this report are
references to the period 1 July to 30 June.

Injury analysis has been conducted on a per piece basis by wheel di%rpeter.
Analysis has been conducted by examination of data in the folloxyﬁ'ﬁﬁ S:
VA -
I
\-::

e QOverall industry figures; and a
¢ Separation of OEM and AM markets. & Q
| =aS
8.6. Price depression and suppression { P 4

q
. . a0 Y . .
Price depression occurs when a company, for gome reas:m;%wers its prices.

Price suppression occurs when price increage {or the'gpplicant’s product,
which otherwise would have occurred, hayg beempreyBnted. An indicator of
price suppression may be the margin béfyeeff revenues and costs.

O
Arrowcrest claims that its prices hay’émn ressed and suppressed.

N Q=
Arrowcrest claims that the average se'ﬁ/ipg B_rTEes for ARWs have not tracked
the rise and fall in rest-of-th?—Wdrld LME.grices for primary aluminium, which
is the raw material for ARWS. ThisyArrowcrest claims, is due to the influence
of the continuously decﬁh{% %in %e import prices. Arrowcrest expected the
selling prices for ARW's toe at higher levels in 2010 due to the 80%
increase since 200340 the l?é?.raw material, being aluminium.

Customs andBord} rotection examined Arrowcrest's external unit sales
price and c&\%g; ring the injury analysis period.

o b
R

|
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Diagram 1:
OEM and AM unit price
——
FY2007 FY2008 FY2009 FY2010 FY2011 X
e==0EM Av Unit Price==AM Av Unit Pricemmm (T ===Tot3l Av unit pnce |

Customs and Border Protection noted that: %w
» the overall average unit price de ed 19 0«‘% and then increased
marginally in FY2011
¢ the average OEM unit price

Iovﬁadagbgqégme trends as the overall
unit price. This is because e jnjury analysis period 94% of
Arrowcrest's sales were to the QEM segment;

s the average AM uni fice declinéd to FY2009, then remained
reasonably slable un I 201 and

* unit costs rose su gg—u‘m 2009, however decreased similarly in
2010 and roge sllgh er in 2011. While AM unit prices were

ro houtj,hé injury analysis period, OEM unit prices fell

9/and did not increase in proportion to costs in

profitable th
below ghsts;

201 hh;é
Arrowcregt su ome price depression in the AM segment during the
lénﬁ'( d. Although Arrowcrest's prices to the OEM segment of the
‘é et (and hence overall prices) declined during the injury
anal period they increased during the investigation period. Arrowcrest did
not suttey price depression during the investigation period in relation to its
overall average unit price because it sales to the AM market are low
compared to total sales.

In relation to price suppression Customs and Border Protection notes that:

s Arrowcrest’s overall average price closely follows the CTMS line during
the injury analysis period (except in FY2009);

s The overall average price increased in FY2011, but not to the same
extent as cost increases; and

e CTMS decreased in FY2010 by 29%. Arrowcrest claims that this was
due to Arrowcrest's self help initiatives. The graph shows that gains
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rodinindTOHO | 7{‘

made by the company in FY2010 were unable to be sustained in th No:
investigation period. 9______..

Given the significance of OEM sales to Arrowcrest's business during the

investigation period, any price suppression in this market has a material

impact on Arrowcrest’s revenue, profit and profitability. Customs and Border

Protection is of the preliminary view that the Australian industry suffered price

suppression during the investigation period.

8.7. Volume Effects

Customs and Border Protection estimated the size of the Australian market
based on:
= verified Arrowcrest sales data;
» verified import data from exporters and importers visited dgring th
investigation; and a7y R
* import volume from the Customs and Border Proted{fon jd
database.
Import volume was estimated based on the volume o ﬁgéﬁs
tariff sub-headings 8708.70.91/78 and 8708.70.99/802¢. Thege sub-headings
also include goods that are not ARWs, in particeftar’stSetwhgéls and wheels
for all terrain vehicles. The data was cleansedhere gpssible to remove
transactions that were obviously not the ds, hewever it is possible the
remaining dataset includes goods other fan ARWSs= Despite this, we are
satisfied that the data available is v 'd:fgr‘?lj}wﬁalysis purposes.

IN
ot

8.7.1. Sales volume { Qe

o .
Changes in the size of the Australign ARW market over the injury analysis
period are illustrated in %a ram 2‘%

o
R 4
AF‘%/H#\
9.
NINADN ;
PG
=
%
24 Note:

1. the market volume includes wheels imported under tariff sub-headings
8708.70.91/78 (which covers road wheels ot a kind used as components in PMVs) and
8708.70.99/80 (which covers road wheels other than of a kind used as components in
PMVs). Tariff sub-heading 8716.90.00/39 has not been included as it was found to be
problematic to cleanse the data.

2. Tariff sub-headings 8708.70.91/78 and 8708.70.99/80 includes both aluminium and
steel wheels. Stee! wheels have been excluded where the description of the goods
clearly identified the goods as steel. Wheels have been excluded where the
description of the goods clearly identifies the goods as not being for PMVs, 4WD
vehicles, trailers or caravans. Goods have been excluded where the description of
the goods clearly identifies the goods as not being wheels.

SEF 181: Aluminium Road Wheels China 43




PUBLIC RECORD NO:.covrmosemessiss”

A 4
Diagram 2: Austratian ARW market volume ‘ ‘—;U—ELTC-_.‘

Australian Market \O

/\ NEO: .. mensosassoseess”
/ ~Ne— N B

FY07 FYO8 FY03 FY10 FY11 Sb

- <

i
Diagram 2 shows in particular that the Australian AR mafkpt iggreased
significantly in 2008 before decreasing in 2009. This&oincidBd with the onset
of the global financial crisis. The market parti r@co‘\;ergggq 2010 and

remained stable in 2011. v O

Changes in the size of ARW market seggient $é'75¥he injury analysis period
are shown in Diagram 3. : i P

Diagram 3: Australian ARW Market Seg & Oy

Australian Market Segments

wheels

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

B 0em Bam

Note: the data used in Diagram 3 was estimated based on Arrowcrest’s reported sales to the
OEM segment plus export volume by CITIC Dicastal (the majority Chinese supplier of ARWs
to the OEM segment) extracted from the Customs and Border Protection import database.
There is therefore a small discrepancy (less than 1%} in the data used in Diagrams 1 and 2.
Customs and Border Protection consider this discrepancy to be insignificant.

Customs and Border Protection found that:

= changes in size of the OEM segment corresponds approximately to
changes in the size of the overall market; and
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* the AM segment represented over 70% of the Australian ARW market
during the investigation period. Therefore movements in the size of | FOLIO
the AM segment largely determined movements in the size of the (I \ A
Australian ARW market during the investigation period.

Trends in volume have been examined on a financial year basis over the

injury analysis period. Changes in volume from Arrowcrest, China and other
imports are shown in the following tables.

Table 1: Changes in volume (wheels) by source during Injury analysis period

AUSTRALIAN MARKET | Fyo7 FY08 FY09 FY10 FY11
N

0 R
Arrowcrest 100 114.6 68.9 2 ﬁ 108.7
China 100 221.6 2228 759 | I 2659
Other imports 100 147.2 820 -1 ABaq U 847
TOTAL 100 157.4 112, R 37.F 133.8

Source: confidentlial attachment 1: market summary ‘% Kn
Qy 1’

Table 2: Changes In Australian market size by sogment d ng the In}ury(Lnalysls period
AUSTRALIAN MARKET FY 2007 FY 2008 FY 2009 FY 2010 FY 2011
OEM 100 Yoepl 0 32 208 152
AM 100 | fr. NP3 | 4 106 115 128
Total wet Y 15 112 136 133

STy
Q

Table 3: Changes In Arrowcve_st’s;’gples to farket segments during the injury analysis period

ARROWCREST 2007 2008 2009 2010 2011
[ cEM N > 100 1314 78.2 138.1 129.5
AM P NPT 39.9 27.2 18.4 15.8
Total = 4o A 100 114.6 68.9 116.2 108.7

In respect to Tabﬁggyﬁustrahan Customs and Border Protection notes that:

¥ A!ro e%t lost sales volume in 2009 and 2011. Arrowcrest's increase
4n volume in FY 2010 was partly due to Toyota’s decision to replace
Y’gteel wheels used in its productlon of PMVs with ARWs. This change
ig'also reflected in the increase in the OEM market segment in 2010 in
Table 2;

= Imports from China increased significantly at the commencement of
the injury analysis period and remained consistent during the
investigation period. Arrowcrest’s significant loss of valume in
FY 2009 coincides with the onset of the GFC, however the volume of
imports from China does not appear to have been affected by the
GFC;

* Arrowcrest lost volume in FY 2011 when the Australian ARW market
appears to have stabilised; and
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= The volume from imports other than from China appears to be
relatively stable. ' No:

In respect to Tables 2 and 3, Australian Customs and Border Protection notes
that:

OEM segment

The majority of Arrowcrest’s sales are to the OEM segment of the Australian
market. Arrowcrest supplied Toyota with 100% of its requirements of ARWs
during the investigation period?s. Sales volume to Toyota decreased in the
investigation period

Arrowcrest was also the major supplier of ARWs to HSV during thig inj
analysis period. HSV began to also source ARWs from suppligrsother
the Australian industry during the injury analysis period. AgPwcrest §;s
volume to HSV decreased in the investigation period, how e iyl impact
of this loss of volume cannot be fully seen until after the'tmvestigation period.
Arrowcrest has supplied sales reports that show volu%e to V‘Q!ecreasing
significantly shortly after the investigation period%. g V‘fm 00

AM segment A“’ Q;

The AM segment makes up over 70% o e ustraﬁm market for ARWs,
however Arrowcrest had only a sm IIW.S o ion gFthat market during the
injury analysis period. As evudenc 1 above, sales to the AM
segment are significantly more pr e per unit basis than sales in the
OEM segment.

The AM segment grew betwgen 2009 and 2011, while Arrowcrest’s
sales volume to this segf%gab ased in the same period

Overall g}x&q
The data showg@v Il, Arrowcrest lost sales volume in the investigation

period. <
Nis
8.7.2~,:‘Qwark¢t Share
Rt

Maﬂ;eGshares held by Arrowcrest, imports from China and other imports on a
fmancia\ljyear basis over the injury analysis period are shown in Table 4.

25 Toyota declined 1o panticipaie in the investigation so we have relicd on Arrowerest's statement o this effect.
combined with data obtained from selected cooperating exporters.
26 Arrowcrest visit report November 2011 - confidential attachment CAUSATION 2
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MARKET
SHARE

FY07

FY08

FY09

FY10

FYyn

Arrowcrest

23%

17%

14%

20%

18%

China

24%

34%

47%

48%

48%

Other
Imports

53%

49%

39%

32%

33%

100%

100%

100%

100%

100%

Source: confidential attachment 1: market summary

Table 4 shows, in particular, that:

= Arrowcrest's total market share declined by 4% during th
analysis period while the market share held by imports fr

increased by 24% during the same period; and

%

= Arrowcrest's total market share increased in FY 201 rérpained at
the increased leve!l in FY 2011.
Table 5: Market share in AM segment a-
2007 2008 2009 2010 2011
ARROWCREST 5% | ¥ 1% 0 1% 1% 1%
CHINA 26% \bgﬁ 46% 50% 54%
OTHER IMPORTS 69%4" N 6% | Y  53% 49% 45%
100%{ £ 0100% 100% 100% 100%

Table S shows, in particular, tEgt

* Arrowcrest lost
the lost market
analysis per jod;

. Import

th

other

digglosing m

the™
2010

Overall, Arrowcrest did not lose market share in the investigation period.

8.8.

r%%q tsha

ﬂ%?r reased market share in the AM segment
ro u1 m analysis period at the expense of imports from

pin the AM segment in FY 2008. None of
overed during the remainder of the injury

Profit and Profitability effects

Givﬁ&@ne number of enterprises in the OEM segment of the market,

Arrowcrest submits that whilst its CTMS has closely followed its praoduction

and sales volumes, its profitability is dependent on volume particularly in

regard to the recovery of fixed overheads.

Arrowcrest claims that it has managed its costs, including via restructuring,
whilst its market share, sales volumes, sales turnover and profitability have all

declined.

t share details may reveal confidential information. However,
Iysis shows that Arrowcrest's OEM market share decreased through to
hgjore increasing in 2011.
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The following graph illustrates Arrowcrest's total profit and profitability during NO...cooeetaDornns
the injury analysis period based on the data contained in the application.

Profit and Profitability

-y

. ~C

FY07 FY08 FY09 FY10 FY11

B Profit$ == Profitability %

o

Diagram 4 3

fluctuated but with a downward trend towar: 008 Qefore declining
significantly to a loss situation in FY200% Arr@rv restfs profit improved
significantly in FY2010 before declini _ad‘gf‘m the investigation period.

ay c
The graph above shows that Arrowcrest's totaldrofit 3 i}?\i‘fprofitability

Based on this analysis, Customs
concludes that Arrowcrest has suffer
profitability.

r.Protection preliminarily
injury in the form of reduced profit and

8.9. Other econdm_ie"g%ctog
10,

Arrowcrest include its application information identifying assets, capital
expenditure, resgarchnd velopment expenses, return on investment,
capacity, cgpﬁ’q@t fMisation, productivity, cash flow measures and wages.
The appiicalign lsg igcluded indices of revenue variations and employment
numbers, Othekecdomic factors are discussed below in relation to
Arragtre
g N
8.1&‘.?’ Capacity utilisation
5N

Arrowcrést claims that it has had to reduce staff levels and is currently
running at approximately 50% of capacity. Calculations provided at the
verification visit show that previously Arrowcrest operated 3 shifts, 24 hours
per day, 7 days per week. That has now been reduced to a 5 day working
week with 3 die casting machines sitting idle due to the cessation of
production for Holden and Ford. Based on current maximum capacity figures
provided to Customs and Border Protection at the verification visit, assuming
a 5 day working week, producing an 18" diameter wheel, Arrowcrest's level of
actual unit output has been just above 50% for the 2011 financial year. This
figure would be less if the maximum capacity figures for a smaller diameter
wheel was used as the basis for comparison.

SEF 181: Aluminium Road Wheels China 48




PUBLIC RECORD

Arrowcrest stated that they could meet any level of demand as they ha
ability to increase their maximum capacity if demand required it.

Customs and Border Protection is of the preliminary view that Arrowcrest
experienced injury in the form of reduced capacity utilisation.

8.11. Employment

In 2003, Arrowcrest employed around 267 personnel in its ARW business, the
majority of whom were employed in South Australia. Arrowcrest estimates
that it has lost around 49% of its workforce since that time, including in its
interstate sales branches, due to the influx of ARWs imported from China at
dumped and subsidised prices. f

Customs and Border Protection was provided with ewdenceasba Tftg\the ;
reduction in employee numbers within its warehousing and‘}sale ofhcey‘"
during the verification visit. Staff levels were further reg_g%e ¥ téber 2011
and will remain at the current level until the need arisesfor’; staff to be
put on to meet future orders. %

a v
Customs and Border Protection is of the preliminary vi SWHAt the Australian
industry has experienced injury in the formpf ced}mployment

8.11.1. Assets '2
There has been only a minor decre e ab‘fhe value of assets used in the

production of ARWs. Oy ,
8.11.2. Capital |nvestm iﬁ D}
Arrowcrest p ed um ry of all capital expenditure activities from 2003
to 201127, T d a high level of capital investment in 2003 with
reduced capi a esndglture in the following years. Capital expenditure
peaked. agam due to the investment in Robotics for the paint system,
then a gm |n 20 hen new automated equipment was purchased that

wo, d ovid t savings to enable price concession to be passed onto
To order to retain their business.
8.11 .Séhesearch and development

Arrowcrest's investment in research and development related to production of
ARWs has not changed.

8.11.4. Return on investment

Arrowcrest's return on investment in relation to ARWs has decreased by
almost 50% in 2011.

27 Amawerest visit report Nov 2011 - confidential attachment INJURY |
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8.11.5. Productivity

There has been little change in productivity, due to the contractual nature of
employment as discussed above.

8.11.6. Stocks

There has been no change to stock on hand as Arrowcrest generally
produces to order.

8.11.7. Cash flow measures

IN
Accounts receivable balance, receivables turnover and invento rnov

have remained stable.
8.11.8. Wages

Total and average wages have remained stable qﬂr}

8.11.9. Preliminary findings on other ;5” ctors

The other factors show that Arrowcrest h su‘ﬂere‘d'm.jury in the form of
reduced capacity utilisation, employ é‘a H@tm on investment.

Qs
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9. HAS DUMPING AND SUBSIDY CAUSED MATERIAL [FPWO &%
INJURY? NI

9.1. Preliminary tinding

Customs and Border Protection has made a preliminary finding that the
dumping and subsidisation of the goods exported from China has caused
material injury to the Australian indusiry producing ARWs.

9.2 Introduction

In the case of concurrent dumping and subsidisation, where it is g§tz ed
that the exported goods are both dumped and subsidised, there i§.no :g%d to
quantify separately how much of the injury being sutfered isAR& resh r1§07("
dumping or subsidisation. Customs and Border Protection<ill exami

idiSEd prices,

whether the exports of ARWSs to Australia, at dumped g/n%s
have caused material injury to the Australian industry‘?fro u\qm dike goods.
: 4

In this case, the substitution of benchmark alu ﬁ%i@mge&ﬁdy costs in
constructed normal values, and the use of ben m:k}}luminium and alloy

costs for subsidy Program 1 leads to an aséesstent o dumping margins and
subsidy margins that may contain some-<glement ot overlap, or double-count.
To the extent that this exists, in varyjrmgdegees 16t each exporter, or group of
exporters, Customs and Border P ecti§n héb_ﬂéﬁsured that any such overlap
or double count has been removed retaking account of the size of the
dumping margin?8 and the partigulars oﬂhe countervailable subsidy?? when
assessing whether dumpingaa;d subsidisation has caused material injury.

-
Further discussion of theQ?'g_ al-ef any overlap or double-count of dumping
and subsidisation, i the context of the proposed measures, is contained in
Chapter 12 of this-épart.

w A
9.3. By g ahd subsidy margins
N\ b;; Z

IS 2

Cuszt'ﬂgn(;@%d Birder Protection has established that exporters in China
exported A 5to Australia at dumped prices during the investigation period.
Tﬁ’é,qd ping margins ranged from de-minimus to 32.9%.

A
Custon#s and Border Protection has established that exporters in China
exported ARWs to Australia at subsidised prices during the investigation
period. The subsidy margins ranged from de-minimus to 58.8%.

The proportion of exports to Australia in the investigation period found to be
dumped represented over 90% of total exports. The proportion of exports
represented by dumped goods from selected non-cooperating exporters is
around 65% of total exports to Australia.

285 269TAE( Yas)
295 269TAE(I Yub)
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Exports from China accounted for just under 50% of the Australian market f
ARWs in the investigation period.

9.4. Price effects

Customs and Border Protection considers that the magnitude of dumping and
subsidies described above, even after removing any overlap or double
counting, provided for exporters to offer significantly more competitive prices
than would otherwise have been the case. The effects of this are discussed
below.

9.4.1. Price undercutting

Price undercutting occurs when the imported product is sold at a pyice b&low
that of the Australian manufactured product. AN Py

AVE,
Arrowcrest claimed that it has had to reduce prices as air Rgfesiifol price
pressure from the imported products from China. In 'ppor‘?g thjs claim,
Customs and Border Protection received the following relevant evidence that
certain ARWs exported from China to Australiad tRe Trygsti§ation period
appear to have undercut prevailing prices offergd by t ustralian industry:
1. Correspondence between Arrowcrgst vt\a_J jor customer
concerning a Chinese exportex'syri sedspricing, and requests for
Arrowcrest to provide compgﬁtive ric
2. Correspondence between Ari réghand a customer concerning a
Chinese exporter's propgsed prging.3!
3. Correspondence between ArrowcPest and Suzuki regarding quote
provided for Suzyki and thelf subsequent decision to source from YHI
at a price $40-$5l3;(%§549 rrowcrest offered.32

‘Macro’ analysi N v;t\

Using sales_g\ g?afg\ed from importers, exporters, and from Arrowcrest,
Customs and'§order, Protection charted weighted average prices for 14" to
22" ARWig for the ptirposes of price comparison between suppliers. This
angyfs .caducted both including, and then excluding, chrome finished
Eg?, The'féason for both considerations is that chrome finished ARWs
cosf &ignificantly more than other finishes, and are priced accordingly. The
chromejnish therefore had the ability to distort the results. We do note that
both importer and industry advised that the market for chrome finish now is
much smaller than previously. it is no longer a popular finish choice for
customers because of the new range of finishes such as shadow paint and
others that are available.

30 Arrowerest Visit Report November 201 1 - confidential attachment CAUSATION 10
31 Armowcrest Visit Repont November 2011 - confidential attachment CAUSATION 1
32 Armowcrest Visit Repon November 2011 - confidential attachment CAUSATION 9

B cis not possible to accurately quantify the propurtion of the Australian market represented by chrome finish
ARWs, however based on venfied data obtained from selected cooperating exporters it is considered low.,
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Customs and Border Protection observed that Arrowcrest's prices were \ 1—1
undercut in every size by one or more of the importers, in both the OEM angiNO........ceceraseeer

AM markets. The total undercutting margin for each importer was between
21% and 45% when analysing the data including chrome finishes.

When chrome finishes were excluded from the analysis, Customs and Border
Protection observed price undercutting throughout the investigation period up
t0 28%.

Customs and Border Protection further analysed the OEM market in isolation.
Dicastal exports wheels in sizes 16” to 19". In each of these sizes price
undercutting was established, ranging from around 20% in the smaller sizes
and up to 65% on the larger sizes. The exclusion of chrome fro alysis
did not affect these figures as chrome is not exported for the OEM,mark

‘Micro’ analysis & O

Customs and Border Protection undertook additional

nalysig,of prices from
different suppliers of identical sizes, by compa {i‘:al

Australian industry with sales of Chinese ARWg to majer dual-sourcing
customers.

Using sales data provided by the A tpallfnjndu y and importers, Customs
and Border Protection compared Affowctest imported ARWSs prices from
China for purchases by end users g BResinvestigation period.

A chart of prices to individ customfsbeannot be shown as it may reveal
confidential information; :Q«ever alysis of the actual price reductions
shows average price undercuigin between 2% and 37% (when including
chrome finishes) bythe Cﬁ?Ptgse ARWs relative to Arrowcrest prices during
the mvestlgatlor)hper?éd. Wg:le'h chrome finish was excluded the average
price undercugfﬁg Ween 2% and 24%.

Prellmlnary Elp ng>~ Price undercutting

Custg‘m # der Protection considers that there appear to be sufficient

% to cohclude that dumped or subsidised goods exported from China
undérgut prices of the Australian industry during the investigation period
causm&mjury as aresult.

9.4.2. Price suppression

Despite costs increasing overall during the period 2006 to 2009, Arrowcrest's
price did not match these increases. Arrowcrest advised that commencing
from around 2008 it introduced cost saving measures and efficiencies aimed
at reducing the impact of the rising raw material costs and falling prices. This
has resulted in unit prices above unit costs in the years 2010 and 2011,
although to a small degree.
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Some major AM customers of the Australian industry multi-source ARWs
from both Chinese and Australian manufacturers. The direct comparability of,
suppliers afforded by this approach provides major customers considerable
leverage over Australian industry.

puUBLIC
FILE

Arrowcrest has provided evidence of its negotiations with one customer that ! FOLIO
show Chinese prices were used to reduce a price increase proposed by §
Arrowcrest in order to meet increased costs. Other relevant evidence, listed at S
section 9.4.1 above, also supports Arrowcrest’s claim of price suppression

caused by Chinese ARWs.

Customs and Border Protection therefore considers it has sufficient evidence
to be satisfied that price suppression experienced by the Australj try i
in the injury analysis period was caused by the dumped and substdised goods :

exported from China. 4% %;I;,
g
.Q’. ?ﬁ’.]

9.5. Sales volume AN

e
The analysis shows that Arrowcrest lost sales volumgin the fAvestigation
period. While the Australian market for ARWSs 4 ePaIl‘Beg_g&;ed in the
investigation period, Arrowcrest’s volume céqg:r sed tola greater extent.
R ,U° ST
9.5.1. AM market o <P

Customs and Border Protection is ‘gg bFrajor customers of Arrowcrest
that have multi-sourced their i_\ﬂWs requirements from both the Australian
industry and Chinese manufacturers in tRe injury analysis period.

Arrowcrest has argued t%' ey reason for the mutti-sourcing
arrangements, andrgesulta L-ess of volume, is price undercutting. Given the
extent of price ugde%-j%i’ngg is reasonable to conclude that if the Australian
industry was yfab afeh, or come close to, prices offered on Chinese
imports thae\]vye’r umped and subsidised it would lose volume.

YI;; N{
Price untjercuttitig is most prevalent in the AM sector. As discussed earlier in
this BEF, tRg AMsector accounts for 73% of the Australian market for ARWs.
Ariowcrest's ghare of the AM segment of the market was low throughout the
injurfdnalysis period. Customs and Border Protection found that Arrowcrest
did notose market share during the investigation period, however considers
that due to the extent of undercutting found during the investigation period it
was not possible for Arrowcrest to gain AM market share that was potentially
available to it. Arrowcrest’s share of the AM market was 5% at the beginning
of the injury analysis period, and Arrowcrest has provided data which, while
not verified, indicates that its sales volumes to this segment were much higher
than that in 2003.

Arrowcrest provided a sales history for four key customers in the AM segment
during the injury analysis period. The data shows that in the investigation
period, sales volume to these customers decreased by between 8% and 36%
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grew in the investigation period.

Arrowcrest has provided evidence of its attempts to regain or increase sales
to customers in the AM segment. Arrowcrest claims that it was required to
offer significant rebates in order to capture sales, which would have seriously
eroded its margins. It has therefore turned down some sales on such terms.
Customs and Border Protection considers that but for the dumping and
subsidisation Arrowcrest’s price offers to customers would have been more
competitive and it would not have lost volume, and could also have regained
some volume.

9.5.2. OEM market [}E)

In relation to the OEM segment Customs and Border ProteLtion.
acknowledges that Ford has not been a customer of A
years. It has provided reasons why it does not sour
Australian industry, none of which relate to price.

oFsdme
the

ajy C
4

Arrowcrest has provided evidence of its sales té, Hold Lifited in recent
times. It has also provided evidence of itsl;{ﬁlot supply Holden ARWs for
a particular model in the investigation pegod. (f was nsuccessful in its
tender, which ultimately was awarde. a@Hinesg manufacturer. Holden
advised that the reason Arrowcresgﬁas eenypsuccessful in recent tender
was not solely due to pricing. Custorpg'ahd-Border Protection considers it
reasonable to conclude, hogv(ﬂgr, thatprice would be an important factor in
any tender process. The eyldence of Arfowcrest’s supply of other ARWs to
Holden supports a viewthat Holdel perceives at least some of Arrowcrest's
ARWSs to be of sulfficient m%iz:;s fgﬂts needs.

9.5.3. Prelil@ggla finding

Customs and Bgr ‘r rofection makes a preliminary finding that Arrowcrest's
loss of yolurmegin Qf#he AM and OEM segments in the investigation period
was cauSed by ¢yuntped and subsidised ARWSs exported from China.

AN
9 B Reduced profit and profitability

The Australian industry’s reduced profit and profitability is a function of a loss
of volume and suppressed prices in the investigation period.

As discussed above, Customs and Border Protection considers that lost sales
volume during the investigation period was attributable to dumped or
subsidised imports. Customs and Border Protection also found that Australian
industry prices were suppressed as result of price competition from dumped
or subsidised goods exported from China.

Volume lost to Chinese exports by the Australian industry and price
suppression had a significant effect on profits and profitability in the injury
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analysis period. Higher fixed unit costs due to lower production volumes | No:.....oesesseseess
would also reduce profits and profitability.

Customs and Border Protection therefore makes a preliminary finding that
dumping and subsidisation has caused the Australian industry to lose profits
and profitability.

9.7. Other injury factors

Arrowcrest experienced injury in the form of reduced capacity utilisation
during the injury analysis period. Customs and Border Protection considers
that dumped and subsidised goods exported from China caused the
Australian industry to lose sales volume, the consequence of whi i1§‘1>¢
reduced capacity utilisation and increased average fixed costs.

9.8. Other possible causes of injury N O

Customs and Border Protection has considered whetfjer infry ¥ an industry

is being caused or threatened by a factor other thar} Q&Udumped imports34.
¥

9.8.1. Changes in the Australian marketor Pl:‘g]s

During the investigation period the OEM-gegent Consisted of three
Australian PMV manufacturers: Toygta; Holden apd Ford, together with their
performance brands HSV and FPY 9 JF

The sales process in the OEM seg t isDEﬁven by the PMV manufacturers.
It is typical for a wheel proggttion contract to be awarded up to two years
prior to the production phase of a Rew model vehicle. The typical life-cycle of
a model is between two.@nd. ive ygars. The size of the OEM segment is
therefore driven by the veRicle mahufacture.

Changes in the, o%‘uction yofume of PMVs (excluding performance vehicles)
during the pefjBad’ 09_8\&201 135 are shown in Diagram 5.
a '5?

V{IJ;

5"]::%%
<
S

* Subsection 269TAE(2A)
35 1n calendar years
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Diagram §: Estimate of production volume of PMVs

Estimate of production volume of PMVs

~

\*

——

2008 2009 2010 2011

No. of PMvs

=Production volumé&=—Toyot “—=For ==Holden

| o )
Source: Federation of Automotive Products M factﬂgzrs éEAPM):
Automotive Production Build Forecast, Novem r 201

The OEM segment also consists of tralr%hg‘{évan Giassis and caravan
manufacturers. The trailer and car. segent is also supplied by
Arrowcrest, to a lesser extent, and pods froWChlna Customs and Border
Protection was not able to source cﬁ specvﬁcally for trailer and caravan
production, however considers jt would'represent an insignificant segment of
the OEM market. 37

There was a general re ct(lqgﬂm thtrallan industry sales of ARWs during
the GFC-affected period c arly during the first six months of 2009.

However, this doe ot appear lo be mirrored by a reduclion in exports of the
goods to Ausir fr?)‘r‘qQS a. The ARWs market started to recover in 2010
and 2011, aI is ower than pre-GFC levels. The reduction in the

size of the Ay % arket for ARWs during 2011 is not as great as the
reductiQn in p n of PMVs, which is due to an increase in the market
shacetheld:by AW ARWs.

ction’in Arrowcrest's sales volume during the investigation period
was ‘{;’:__eater than the reduction in overall market size. Based on the evidence
provided in relation to this loss of volume, the overall reduction in PMV
production does not displace a finding that volume injury to the industry was
caused by dumping and subsidisation.

9.8.2. Claims of poor service, or non-price factors

Some customers claimed that Arrowcrest lost business because it is a poor
supplier. Customers have stated that they moved away from Arrowcrest for
various reasons including, but not limited to, poor performance in:

¢ service delivery,
e communication,
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» product quality and reliability and timeliness of supply, =~ 1 ¥O-.eeoeeeee kbl |

o ARW style releases, and
+ standards required by motor vehicle manufacturers.

Arrowcrest responded that during the investigation period, it supplied more
than 1,200 customers — and that during that time they had never been
advised they were not meeting the required standards.

Arrowcrest's former major customers have told Customs and Border
Protection that price is not generally the most important consideration in their
sourcing decisions. HSV, a major Arrowcrest customer, advised® it is looking
to source from China, as Arrowcrest does not have the operational 'Iity to
fulfit its requirements in the new manufacturing method it seeks lor
its future ARWSs needs, being ARWs manufactured using the flo rm
casting and forged methods.

During the investigation Customs and Border Protecti dvused by
importers that they had experienced difficulties with t m%; upply from
Chinese expaorters, however, this did not appear tp, aftact them decision to
source from those exporters.

Several importers in the AM market advi thal ast Arrowcrest set
the standards for the rest of the indust aaﬁ‘re to owever, in recent times
they have not kept up with commergi ‘Téﬁgﬁl‘[ﬁ or style releases to be able
to remain competitive.

Qe

Of the claims made, insuffieat-avidencexyas produced to support those
claims or show how they ni§y have,directly affected Arrowcrest sales.

<+
Therefore whilst Custom? WkBorHer Protection does concede that some of
the factors outlmed ove CO! |d have an affect on Arrowcrest's performance,

there was not wd e produced to conclude that these factors could
have caused4te e y experienced by the applicant.
1)

9.8.3. .
sr

'm other countries

ed to Australia from countries other than China. Arrowcrest
ts appllcatlon that prior to 2003 it had been competing with imports
from untries other than China without any serious economic consequence.
Howevep, when imports from China began entered the market in large
volumes from 2003 onwards, it found it was unable to match price quotes
being presented to it by customers looking for a cheaper option.

No interested parties that import ARWs from countries other than China, nor
any Australian industry member, has suggested that ARWs imported from
countries other than China have influenced prices in the Australian market.
However, some importers advised during verification visits, that if measures
were imposed on Chinese imports they would look to other countries for

36 HSV visit report - March 2012
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future import supplies. Customs and Border Protection is aware of at least
one exporter that has manufacturing plants in countries other than China.

essssossesvissnses

9.8.4. Certain models unavailable from certain Australian industry
members

Interested parties claimed they were unable to source certain ARW models
from the Australian industry. Ford and Holden in particular claimed that their
supply agreements had moved to requiring ARWs manufactured from the
flow formed or forged methods. Arrowcrest currently only manufactures
wheels using the low pressure die casting method. Ford and Holden claim
that the other methods produce wheels that are stronger but lighter.
Arrowcrest has responded that cast flow forming and forging progﬂ?s\_gz
not allow for greater flexibility in styling as claimed. In cast flow férming,%he
blank is cast by conventional low pressure die casting methgds*hu ’vg'uh f
abbreviated rim section. This section is then machined ang flowformted’to
produce the rear rim section of the wheel. There are noad agestn terms
of front face styling as the initial casting process is th%'sam%b EN

necessary that will meet performance and streggth requirements. When

consulting on style design, Arrowcrest hafgjiﬁ thé&.past duestioned the weight

of some designs and offered to redesign—t&e  style way to reduce weight,

however has been required to proce i :desiaﬁs they consider to be
ient.

unnecessarily heavy at the instrucipn O,fjrle
T
9.9. Summary - Cau Ialir?l!(hb‘f;Q
The other possible caus sgnjuw‘;ﬂiscussed above highlight how the
Australian industry has expergnged injury that may have been in part caused
by factors other than dumped or subsidised goods exported from China.
However, Cust Boggef Protection considers that aside from those
other causes .dum Jed subsidised goods exported from China were of a

quantum aig prige whieh, in isolation, also caused material injury to the
Australian indust

Arrowcrest claim they can produce lightweight %ﬂWs 8&(&(39& and fitment

s Provides sufficient grounds to conclude that dumped and subsidised
expors from China significantly undercut the prices of the Australian industry.
In som&instances, the Australian industry has been unable to match prices of
the imported product and it has therefore lost sales volume. Additionally,
customers of the Australian industry have used prices of ARWs from China to
ensure the Australian industry's prices are suppressed. These factors have
led to reduced volumes and suppressed prices and consequently reduced
profits and profitability.

Custory a der Protection considers that the evidence set out in this
tio
&‘h‘é’

Customs and Border Protection considers that other possible causes of injury
do not detract from the assessment that dumping and subsidisation, of itself,
has caused material injury to the Australian industry.
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10. WILL DUMPING AND SUBSIDY AND MATERIAL
INJURY CONTINUE?

10.1. Preliminary findings

Customs and Border Protection makes a preliminary finding that exports of
ARWSs from China in the future may be at dumped and subsidised prices and
that continued dumping and subsidy may cause further material injury to the
Australian industry.

10.2. Introduction

When the Minister is satisfied that material injury to an Australianjpdustis has
been caused by dumping and subsidies, anti-dumping measiré; ar‘@
countervailing measures may be imposed on future exportof |; goa'dg if
the Minister is satisfied that the dumping and subsidie.s}agdh eriafinjury
may continue. { LR
IS 7
10.3. Customs and Border Protection’ ssessgvalﬁa

124 .
10.31.  Will dumping and subsldisitfqt:jgnurye

Customs and Border Protection’s difmpidg aRal gﬁ shows that ARWs
exported to Australia from China ditind tRecigvestigation period were at
dumped and subsidised priceés, with margins ranging from de-minimus to
32.9% and de-miniumus toy38.8%, respettively.

Chinese suppliers haveQLng' 06"(9\;19 Australian industry’s prices during the
investigation period and gal REC volume from the Australian industry. In view
of the combined gffects of thetransparent nature of pricing in the ARW

agiet situation in relation to the domestic market in
idy-fimding in relation to Program 1, Customs and Border
rs.that dumping and subsidisation will continue if anti-

performance over the injury analysis period and has made a preliminary
finding that ARWSs exported at dumped and subsidised prices have caused
material injury to the Australian industry.

Customs and Border Protection considers that a continuation of price
competition from dumped and subsidised imports from China is likely to have
a continuing adverse impact on the Australian industry. Customs and Border
Protection considers that this impact may be particularly evident in price
undercutting, price suppression, lost sales volume, and reduced profits and
profitability.
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Based on the available evidence, Customs and Border Protection makes
preliminary finding that exports of ARWs from China in the future may be at
dumped or subsidised prices and that continued dumping or subsidisation
may cause further material injury to the Australian industry.
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[11.  NON-INJURIOUS PRICE [ S
11.1. Preliminary findings

Customs and Border Protection constructed unsuppressed selling prices
(USPs) for ARWSs using Arrowcrest's cost to make and sell during the
investigation period, plus an amount for profit.

11.2 Introduction

Duties may be applied where it is established that dumped or subsidised
imports have caused, or threatened to cause, material injury to th ‘Aaglralian
industry producing like goods. ‘f Bt

am Vs L
Under the Customs Tariff (Anti-dumping) Act 1975, the Mi igrer ﬁ’nust%;’be
regard to the desirability of ensuring that the amount of du%zi duty and
countervailing is not greater than is necessary to prevgnt ,‘8r a
recurrence of the injury. Q

Qv
S.269TACA of the Act identifies the NIP of theéods vp%rftgd to Australia as
the minimum price necessary to remove thg-inj &cau}d by the dumping

and/or subsidisation. g f SIS

%n free-on-board (FOB)

Anti-dumping and countervailing d ie’?%re
is calculated in FOB terms for

prices in the country of export. Th e‘t‘%:eta'
*e

the country of export. a,

Customs and Border Pr?te tion geferally derives the NIP by first establishing
a price at which the Australi inT(gtry might reasonably sell its product in a
market unaffected by dum%‘ is price is referred to as the unsuppressed

lg&.

selling price (U%l: . }%‘y“
Having cal(:‘ullér kg , Customs and Border Protection then calculates a

v

te 16
NIP by deddﬁ\giqg;p%; sts incurred in getting the goods from the export FOB
point (oRanothBg poimt if appropriate) to the relevant level of trade in Australia.
Theﬂg’:?[:edzgons ormally include overseas freight, insurance, into store costs
ar{{!{nﬁ;}&unt%r importer expenses and profit. :

11.3.‘1{1 Preliminary assessment of NIP

Arrowcrest has submitted that prices during the investigation period were
suppressed and are therefore unsuitable for the purpose of establishing a
USP. Customs and Border Protection has also made a preliminary finding of
price suppression.

Arrowcrest claims that the USP should be based on Arrowcrest's cost to
make and sell during the investigation period, plus profit. It submits that the
profit it achieved on sales to a particular customer during the investigation
period is representative of a profit that could be achieved in the absence of
dumping and subsidisation. Arrowcrest also submitted an alternative, lower
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level of profit that represents the level of profit necessary to achieve the
minimum required return on investment.

Customs and Border Protection considers Arrowcrest's alternative level of
profit a more reasonable measure of profit that could be achieved overall in
the absence of dumping and subsidisation, and has applied this to
Arrowcrest's average cost to make and sell to determine a NIP.

Customs and Border Protection has calculated a NIP by deducting from the

USP the average post-exportation costs, SG&A and profit from verified
information collected from importers.

11.4. Comparison of NIPs and export prices UC‘\*‘%
Customs and Border Protection compared NIPs with weigh gﬁ“u;;(’ag%g‘ﬁpon
oot ne
casés

prices of ARWs exported from China during the investigatifa p
NIPs were higher than the weighted average export priees.|

This analysis supports the conclusion that dumped aé subsidised ARWs
exported to Australia from China have caused Tlé"rial?ejgy;to the Australian

industry.
éf’ ™
'
L

4 A o)

: ¥
ikt

Cy <

&'
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[12. PROPOSED MEASURES

FNO: . ccoveresanseres
Customs and Border Protection proposes to recommend to the Minister that a
dumping duty notice be published in respect of ARWs exported to Australia
by all exporters other than PDW. It also proposes to recommend that a
countervailing duty notice be published in respect of ARWs exported to
Australia by all exporters.

The calculation of combined dumping and countervailing duties is not simply
a matter of adding the reported dumping and subsidy margins together for
any given exporter, or group of exporters. Rather, subject to the lesser duty
rule (given effect through the NIP), the collective interim dumping dfity-and
interim countervailing duty imposed, as proposed in this SEF, isqfie sum.of:

H Y
» the subsidy rate calculated for all countervailable prég:}%_‘s, ir|ading
‘Program 1 — aluminium provided by governmen at Yass than~
adequate remuneration’; and g\g
ubsSidy rate
[=}
o

« the dumping rates calculated, less an amountfior the
applying to Program 1. Gy

This approach avoids any overlap or doublgfcolmting t?:]at may arise from the
circumstances of this case where there afe d pres cBubsidies and a
constructed normal value that includes_a Major cast component that is based
on surrogate data. IR

AT
The lesser duty rule can only reduce Ti[magnitude of the collective interim
dumping duty and interim ceun ervailingbduty. In this case, this does not occur
for any wheel diameter, for%ny exporter.

3
Therefore, the operative m‘@;?éin relation to all selected cooperating and
non-cooperatin x&gers from China is the normal value, and the proposed

measures arenltnfe‘ t tt@qﬁ‘:ll margin of dumping.
& '#f Oﬁ
<§.
Na Af
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|APPENDICES AND ATTACHMENTS

Appendices

Appendix A Assessment of market situation

Appendix B Assessment of countervailability of
subsidies

Attachments

Confidential Attachment 1

Confidential Attachment 2

Calculation of dumping margins -
selected cooperating and selected
non-cooperating exporters
Calculation of subsidy margins -
selected cooperating anggs nted
non-cooperating exporte
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APPENDIX A — ASSESSMENT OF MARKET SITUATION ==
IN CHINA
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[1. INTRODUCTION [
1.1. Allegations of a market situation

In its application, Arrowcrest alleged that during the investigation period, a
particular market situation existed in the Chinese ARWs industry and certain
raw material inputs that rendered sales in that market unsuitable for
determining normal values of ARWs under s.269TAC(1).

This claim focussed on allegations that the Government of China (GOC) has
heavily influenced the domestic ARWs industry in China through{a\qx

e provision of ARW raw materials (primary aluminium ‘ékj)mi m
alloy 356 and 356.2) at less than adequate remuneggtion alleged
subsidy programs}); . -

¢ the prevalence of SOEs involved in the manufg ture'%;j minium in
China that receive benefits for the production af theseunalerials
resulting in artificially low raw material ingf Brié'qstfj%a\RW
manutacturers in China;

¢ reduced and/or subsidised electrici '?np ricgin the manufacture of
aluminium products (including aluﬁgi}im ality)"and /or ARWSs; and

ach{rers J(bm the GOC including

s 6h dutte&’and VAT, the provision of
Payments (i.e. government subsidies)

RW manufactured in China.

e Dbenefits received by ARW ma
reductions in taxes, exempti
grants, and concessional int
that impact the selling prices fo

Arrowcrest's allegations strigngly rihed on the findings of the European
Commission (EC) in its 2010%avgstlgation into ARWs originating from China.
The cooperative Chinese e;'&)orters of ARWSs that requested market economy
treatment (MET}J@H the Qpﬁmission’s required evidentiary standard
concerning cqsts fflectingmarket values and that the costs of raw material
aluminium wa: freg of GOC's influence.

<
Itis n,oltce\?i.thatJs eEC test applied in the above-mentioned investigation is
di tl‘ricﬁ?/qe?fgrp at applied by Customs and Border Protection in its
a§s{ ssgent 6f whether a ‘market situation’ exists in a particular market.
Howayer, it is considered that many considerations of the EC are relevant to
Custors and Border Protection’s assessment, and have been taken into
account in this assessment where relevant.

In International Trade Remedies Branch Consideration Report No. 181
(CON181), it was accepted that Arrowcrest provided sufficient evidence in the
application to support its claim that domestic sales of ARWs were unsuitable
for the purposes of determining a normal value in China under s.269TAC(1),
given the degree of government interference and the likely impact on
competitive conditions on the domestic market in China.

1.2 Australian legislation, policy and practice
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1.2.1. China as a market economy

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.

1.2.2. The Act fﬁj\

Ay Y

478 T
Market situation & o <
o

S.269TAC(1) of the Act provides that the normal val; ods exported
to Australia is the price paid or payable for like goods'sold dtgpe tically in the
ordinary course of trade in arm’s length transat%:ms <I

However, .s.269TAC(2)(a)(ii) provides thatthe

ﬂ;g%lue of the goods
exported to Australla cannot be determl \g’ tion (1) where the

relevant Mlmster is satisfied that:
..because the situation in the ma;% fihereountry of export is such that
sales in that market are not sgg!;b/e se in determining a price under

subsection (1)".

Where such a market si?ﬂaé“o»@ s, normal value cannot be established on
the basis of domesxlc sales: dg};stead the normal value may be determined on

the basis of a trucuo or third country sales.® Therefore, a
determmatlo there is a market situation has potential
consequen S essment of normal value and dumping margins.

S. 269TAG ro |des that a cost construction of normal value comprises
the-Sufiof ! he Minister determines to be the cost of production or

nidnufatiure of the exported goods and (on the assumption the goods were
sol mestlcally in the ordinary course of trade rather than being exported)
the administrative, selllng and general costs assaociated with the sale and the
profit on that sale.*

37 In this case. the Mimister tor Home Affairs.

38 Section 269TAC(2)(¢)

39 Section 269TAC(2)(d)

40 The inclusion of an amount for profit is conditioned by s. 269TAC(13). which provides that ‘where, because of
the operation of section 269TAAD, the normal value of goods is required to be determined under subsection (2),
the Minister shall not include in his or her calculation of that normal value any profit component under
subparagraph (2)(¢)(i1).” Scction 269TAAD applies to sales deemed not 1o be in the ‘ordinary course of trade’ due
1o sales being at below cost prices.
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S.269TAC(2)(d) provides that where the Minister directs that third countryt No........ \ l\.
sales be used for normal value, it will be based upon the price paid or payma—“'-'—‘
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, s.269TAC(5A) provides that
these costs must be worked out in accordance with the Regulations.

In terms of costs of manufacture or production, Regulation 180(2) requires
that it:

1. an exporter keeps records relating to like goods that are ccor
with generally accepted accounting principles (GAAP) in th c6n t
and

2. those records reasonably reflect competitive ts a%?ocnated
with the production or manufacture of like goods;

the Minister must work out the cost of productial o’r’m f@ature using
information set out in the exporter’s records {Q"

In terms of administrative, selling and ge ra{eost ﬁ}gulatlon 181(2)
provides that if:

tuhg%ﬁ-ke goods that are in accordance
gples (GAAP) in the country of export;

1. an exporter keeps records re
with generally accepted ac(?zyrging pr
and

2. those records regsdpably rellect the administrative, selling and
general costs associate v;uthimg le of like goods;

the Minister mus}: S"‘ﬁ%ﬁut tge cost of selling, general and administrative
expenses usua |n ioft set out in the exporter's records.

Where the ccmdl'thon f Regulation 180(2) and 181(2) are not met, it is
Cust nd B der Protection's position that the cost records kept by that

6?19'?33 n 14 equired to be used in working out their costs, and Customs
an Bg‘gder Protectlon may resort to other information to calculate these

costs¥
S

41 For example, in the recent investigation into aluminium extrusions from China (REP 148) - refer
section 2.4 below.
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Market situation

In relation to market szltuatnon the Customs and Border Protection's Dumping
and Subsidy Manual  states:

‘Sales that would otherwise be relevant for determination of normal value
may be unsuitable because the price does not reflect a fair price in
normal market conditions. The legislation does not define market
situations that would render domestic sales as unsuitable. The
investigation and analysis of each case must fully set out the teasons for
the unsuitability of sales before determining normal value udder
succeeding provisions of section 269TAC of the Act. S s

a
In considering whether sales are not suitable for use"ig e_tézmg@? g a
normal value under s. 269TAC(1) of the Act becauSergfthe situation in
the market of the country of export, Customs anﬁ Bord% Pfotection may

have regard to factors such as:
g { o< <o 00

® whether the prices are artificia i oW, or 3

e whether there is significant ém:nga

e whether there are other ¢ %ﬁzv gge market which render
sales in that market no su:t /eﬁzpr‘ e in determining prices

under

s. 269TAC(1) of t/}g ACI. v‘e

Government /n/luencélz;n pricgs or costs could be one cause of
‘artificially low pr/C/ Lb,qge or;}nent influence means influence from any

level of government.
In investi ’ggfﬁ‘ %hethé? a market situation exists due to government
/nf/ueace .tC is nd Border Protect/on w:// seek to determ/ne whether

petitive condlt/ons A I/nd/ng that compem/ve ]

aeonditians. Jave been materially distorted may a/ve rise to a finding that
< i fici bstantially th
Wibuid be if in r

]
[Emphasis added)

It is considered that the underlined quote partially reflects the nature of
Customs and Border Protection’s assessment in this report |4r1 relation to the

existence of a market situation in the Chinese ARW market.

42 Available online at BUp://wyw UOMS.SOY.Qu/sile/pageST1 9.25p

43 Customs and Border Protection Dumping and Subsidy manual June 2009, pp 26-27

441t noted that Customs and order Protection considers it is possible for a degree of government
influence to exist in a market withoul rendering the situalion in the market such that sales are
unsuitable for establishing normal value under s.269TAC(1). However, Customs and Border Protection
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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 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 quantified.

Determination of costs %1\' N
In relation to the determination of reasonableness of costs eg%gﬁtm

180(2) and Regulation 181(2), it must be assessed:

competitive market costs’ associated with thelmanufagture of like
goods; and
2. whether selling, general and admini tra‘(g‘;:odﬁ reasonably reflect

1. whether the costs of manufacture are reasor‘%;l?neq; e of

costs associated with selling like g hese costs generally
reasonable).

It is noted these Regulations speci, iCallytela eao the costs of like goods
rather than the price of the goods t &Ve¥ (the price of these goods is
what is examined for a market £ gtuatlomgssessmem)

influence on these costs h that these costs are not reasonably

Customs and Border Prgted}ion co‘ﬁ.siders it is possible that government
reflective of compatl\iée,:ja t costs (costs of manufacture) or not generally
isttative

reasonable (ad elling and general costs). Again, it is considered
that this is a gtiesti degree of the influence.

1.3. 4 ?r\e&a{vs gelevant investigations

C{é;fb der Protection’s 2009 investigation into aluminium

S fro Chlna (REP148) involved an investigation into allegations of a
partiddlar market situation in Chinese aluminium extrusions market. During
this mv‘é‘stngatnon Customs and Border Protection found significant evidence
of GOC interventions 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 therefore limited (or isolated) to the market for the raw
material for the investigated product, rather than the market for aluminium
extrusions itself. Customs and Border Protection found that all other costs of

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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production and selling, general and administrative costs of Chinese exporters ‘0
of aluminium extrusions were reasonable.

Consequently, Customs and Border Protection determined normal value by:

¢ 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

¢ constructing normal value under s.269TAC(2)(c) using the ituted
acceptable primary aluminium costs (again, the LME price}_and
other costs recorded by exporters (as these were congjdgre
reasonable).

u

O
This was summarised in Appendix 2 of REP 148 as f

...Customs and Border Protection considets jhag.cenai identified
domestic selling prices, or constructed Bmestic lﬁr?b prices, of
aluminium extrusions in China within.thelqvesti@ation period were not
artificially low, and are suitable a asis fof dftermining normal value
under either s. 269TAC(1) or s, 269{f (2)c).

1.4. Information relied up q% :

In addition to the informatiogrcantainedi Arrowcrest’s application for this
investigation, Customs andiBorder[Protection has also received the following
that provide information-&l é:t t§he assessment of the existence of a
particular market situation')ﬁ%s ind, and the reasonableness of Chinese
exporters’ costs for}pe purpeses of the Regulations:
a
. vgr'regs i196ions from interested parties;
* responses the Chinese Exporter Questionnaire;
nq\resp 1ses?from the GOC to the Chinese Government
4= ~Questionnaire (GQ) and Supplementary Chinese Government
& 4 Questlonnaire (SGQ); and
4% relevant information supplied by the GOC to Customs and Border
Na  Protection in relation to its investigation of alleged dumping and
subsidisation of certain hollow structural sections exported from
China (the HSS investigation).

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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1.5. Background — ARW production process and materials

1.5.1. Production process

ARWSs are manufactured from an aluminium alloy, commonly A356 or A356.2.
If a manufacturer alloys the material itself, pure aluminium ingot is purchased,
melted and other alloying materials are then added. The molten alloy is then
cleaned (flux) and degassed, and usually subjected to spectrometry testing to
ascertain the correct metallurgy. Alternatively, manufacturers may purchase
pre-alloyed material and melt it on-site.

The molten alloy aluminium is transferred to the die-casting machine, where it
is kept molten. ARWSs can be manufactured from a number of met :low
pressure die casting, gravity casting, flow formed or forged. Afte’ﬁcasti g_any
unwanted cosmetic marks from the die-casting process are [om . TH
‘as-cast’ wheels are subject to heat treatment to achieve a@:é;;@c 'i;}’
mechanical hardness. The wheels are then subjected to a % 'el-af tests
including leak testing and wheel balance. 'Wﬁh &

Wheels are then cleaned and a surface treatment applied befbre painting. An
additional step may be included for remachinin, ‘a ﬁaigtegﬁjﬁeel, followed by
washing and clear-coat painting to create a bright macfiined finish on the front
face of the wheel. & L}

SG

1.5.2. ARW raw materials f il
(NP4} UJ%.

As mentioned above, ARW&yare nufactured from an aluminium alloy,

commonly A356 or A356.2, 7

The following descriptioo f aI;%]inium process is taken from the

European Aluminil{rvn Asrzgﬁ%tion[:

l%lbsi;‘p?oduced by electrolysis. Primary aluminium is

t%n plants (or “smelters”), where pure aluminium is

extracted Rimina. The reduction of alumina into liquid aluminium is
opeyated B aFolind 950 degrees Celsius in a fluorinated bath under high

Limtersfly elgctrical current. This process takes place in electrolytic cells

Cg}q(ﬂ:rfpot “where carbon cathodes form the bottom of the pot and act as

& negative electrode. Anodes (positive electrodes) are held at the top
olthe pot and are consumed during the process when they react with
the oxygen coming from the alumina.

At regular intervals, molten aluminium tapped from the pots is
transported to the cast house where it is alloyed in holding furnaces by
the addition of other metals (according to the user’s needs), cleaned of
oxides and gases, and then cast into ingots.
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1.5.3. Aluminium alloy raw materials

As part of its examination of the Chinese ARW market, Customs and Border
Protection has also examined the Chinese markets for aluminium alloy, and
the raw materials for this product.

For the purposes of this report, it is considered useful to briefly outline the
process of making the raw material - alumina.

Alumina is recovered from the raw material, bauxite, using a chemical refining
process. One common process is the Bayer process, which comprises four

stages

Digestion — the ore is finely ground and mixed with a hor{%a]eti oda
iles a

solution that dissolves the alumina in the bauxite. | not
dissolved.

Q-
Clarification - the solution passes into re the solid

. disposed "of as waste

impurities sink to the bottom. These ar
is fll@red to make it

products. The remaining alumina trihydrat
clearer

g

Precipitation — the solution |54:6jl nr,‘édntrated and stirred in

holding tanks until crystals for

. qu‘;lga-una is added to assist.

filtered then heated to
egC to remove water molecules.
hite powder.

Calcination — the cryst
temperatures in excess of
This forms alumina fine, dry,

Around four tonnes of hguxite is required to produce two tonnes of alumina,
which in turn produces one\l% aluminium at the primary smelter.

45 Information obtained from the website of Comaleo.
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2.1. Introduction

Customs and Border Protection has identified various GOC influences that
relate to the Chinese aluminium industry. These take the form of:

1. broad, overarching GOC macroeconomic policies and plans that
outline aims and objectives for the Chinese aluminium industry; and

2. more specific ‘implementing measures’ that go towards actively
executing the aims and objectives of these policies and plans.

These identified policies, plans and implementing measures are‘ﬁtrj‘r;nzur'd’ S,
and it is considered that it is not practicable to outline and ugq ake detdjled
discussion of each identified item. Instead, Customs and Bé¢rde rofagpon
has sought to outline and assess the most prominent oét‘_\h‘ eff Risgeport.
. 1A
22 Broad macroeconomic policies “K b <
2.21. Guidelines for Accelerating the R?Ostruc ﬁhﬁ’%f the
Aluminium Industry

The NDRC issued the Guidelines for Acc m%ngjhe Restructuring of the
Aluminium Industry (the Guidelines E.?:IE e GOC submitted in
response to Part C2.9 of the GQ t elines set out the ‘aspirational
goals of achieving greater organisatioqy, structure and sustainability in the
aluminium industry. Rather jfaf direcﬂ%@ how the aluminium industry will
operate, the Guidelines st how the industry should ideally operate.’

The Guidelines note the i &ace of aluminium as a fundamental raw
material for the devRlopmen qf the national economy. The aluminium
industry compqs’éé gggetors alumina, electrolytic aluminium and
processed ghﬁm

The Gut ellne M e achievements made to date in regards to restructure
of tq;al |n|u vndustry, such as:

’q 1‘s‘ gnmcant achievements on corporate mergers and restructure;
tgrmmatron of electrolytic aluminum enterpnses which adopt backward
techniques or which production cost is high. The terminated production
capacity would be approximately 1,200,000 tons;

* abolition of the Soderberg cell approach due to the serious pollution to
the environment;

e reduction in power consumption from main electrolytic aluminum
enterprises by 347 kilo-watt hour per ton aluminum compared to the
previous year;

e adjustment to the policy of the export tax for electrolytic aluminium;
AND

46 Provided as Attachment Al to the GQ
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e abolition of the trade for alumina process which results in the export
reduction of 21.7% in 2005.

However the Guidelines note the structural and systematic problems
remaining, including over-exploitation of bauxite mining, over supply of
electrolytic aluminium, the high cost of alumina production resulting in
enterprise losses and low industrial concentration of aluminium processors.

Chapter Il of the Guidelines set out the following objectives (among others):

(i) Achieve domestic production of alumina of 14 million tons in 2010;

(ii) Spread the Bayer mineral processing approach more wide’[y\;‘

(iii) Change the product mix by 2010 to higher value produ%f?; ;

(iv) Improve all equipment and facilities; < ‘lj;

(v) Reduce energy consumption down to 900 kilograms’g st%,nda
coal per tonne or less; . oy

(vi) Balance supply and demand for electrolytic alumj i

(vii) Support good enterprises and eliminate infgrior ones through the
market; P q

(viii) Encourage good enterprises to increase Yhelwgction up to 75%
out of entire praduction of the whole fhdust

(ix) Encourage the adoption of the KA gmellig technique of the
large-scale rebaked anode al iniyﬁl reddction cell; and

(x) Increase the proportion of ly-8ddedjvalue products.

Z o

Chapter lll of the Guidelines set out[}t:(\A fBItEWing objectives (among others):

-0y <
(i) enhance the cont?éntration of the industry;
(ii) strengthen thg cobrdinatign between credit policy and industrial
policy; Q“Qq Py
(iii) enforce m_?agegulau'\qn that capital invested in the electrolytic
alumjgiym nstruction projects is proportioned by 35% or more;
(iv) 1ina§'alb E(tments should continue providing financial support to

the\élQ%ma nd electrolytic aluminium enterprises which conform to
N tat . ingyatrial policy, credit policy and the industrial access

b—condi%%m ;

(v qré‘gy\ﬂ;g ion of the reform by departments and governments at
various levels to prevent enterprises from taking the chance of
reform to evade bank debts;

(vi) » handle the examination and approval procedures to grant
exploration permission and exploitation permission for newly-built
bauxite mining;

(vii) encourage the use of overseas bauxite resources;

(viii) strengthen the coordination and monitoring over the import of
alumina;

(ix) control the export of electrolytic aluminium;

(x) improve the mechanisms of power price formation and power
supply;

(xi) export rebate rules do not apply to the electrolytic aluminium export
products;

(xii) prohibition of the trade of alumina process;

SEF 181: Aluminium Road Wheels China 1
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(xiii) improve the price mechanism for electrolytic aluminium; and

(xiv) formulation of the new electricity price policy by taking into adoOB........ocevo....
of voltage grade, loading rate, and other electricity characteristics or

factors.

The Guidelines also refer to other documents, being the Industrial
Development Policy of Aluminium Industry and Special Planning for
Aluminium Industry Development. Customs and Border Protection requested
copies of these documents also, however the GOC responded that it *has not
formally published these two documents’ and therefore is unable to provide
them.

2.2.2. National and regional tive-year plans/guidelines

At the Central Government level, the GOC develops and iss|
plans (FYPs) for the economic and social development of
of these national FYPs was issued in 1953, and subse
issued periodically since this time.

Customs and Border Protection understands t ag‘Ehin 3 ‘ralgijlonal
Development and Reform Commission (ND playsta primary role in the
development of these FYPs, and they ar bated and:given final approval by
the National People’s Congress (NPC), tg Cftinese legislature and highest
GOC body. 2o "

Further, each FYP is compiled in a Reerwith the ‘suggestions’ of the
Central Committee of the Comgunist Payty of China on the formulation of that
particular FYP. 5

The current national FY&&@Q @b‘?delines of the 12th Five-Year (2011-2015)

Plan of the P%)p/e Repub ff China for the National Economic and Social

Development (g 1 AN ttonal FYP), which was approved by the NPC in
prior to the end of the investigation period.

March 2011, ELW

e
The prey\ious’?ﬂ\anﬁb Eleventh Five Year (2006 — 2010) Plan of the People's
Rep#Q/L Cfli for the National Economic and Social Development (1 "
NQﬁonaRF YL was promulgated in 2006 and relates to the years preceding,
and{{h& majority the investigation period itself. The 11" FYP is therefore

consiae{,ed most relevant to the investigation into ARWSs.
The stated purpose of the 11™ National FYP plan is to:

\...Clarify the national strategic intention, define key emphasis in the
government work, and guide the behaviour of market subject"

47 The GOC submitted in response to Part C1 of the GQ that the NODRC's main focus is macro-level
economic and social development strategy.

48 GOC responsc to the GQ. Attachment 21,
49 GOC response to the GQ. Alachment 20.
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The plan's introduction notes it is: NO:. coritsrnssapesser

...the common program of action of our people...and is the important
basis for the government to fulfil the responsibility of economic
adjustment market control and surveillance, social management and

public service'

The 11" National FYP (and all other FYPs) sets out the GOC's general aims,
principles and objectives for development of the Chinese economy of the
following five-year period, as well as specific development aims for regions,
social groups (e.g. peasants) and industries/sectors in China.

In relation to the aluminium industry, Chapter 13, of the 11" Natigal
refers to the adjustment of the raw material ‘structure and disgﬂp iqn’

Section 1 of this Chapter outlines the GOC's aims and obj&eﬁv’e rel atilr;;go
the aluminium industry specifically: . 'QJ:

IN
‘Control the total quantity of electrolytic aluminfim, méderately develop
alumina, encourage the development of deep auminigm processing
and new type alloy material and enhancg the compretiensive utilization

level of aluminium industrial resour‘?;.’ 1Y
: s
Section 2 of Chapter 11 of the 11" NatioRal EYP re%rs to the automobile
industry and sets out the GOC's 03‘5 e td;y, 4
54

.
‘Reinforce the independent in vatiz%"ab/‘/iry in the automobile industry
and accelerate the di valopmenr’qf,.,key assemblies and parts and
components with in %;njr intellectual property rights.’

i0

Customs and Border Pr?)bet otes the existence of certain subsidies

associated with apBlications™qr patents (refer to Appendix 3) that it is
{he achievement of the above objective.

considered go_p};
’:'r J
Further, CHa tg»ﬂgz_ﬂ}\he 11™ National FYP outlines specific development

goals fes certdih, rédidns of China, noting that the Central regions should
accg;ggiekge ’siifiuctural readjustment of the non-ferrous metal industry.

e
Tr'?’egegsct#atements clearly articulate the GOC's desire to re-structure, develop
and infsome cases ‘control’ aspects of the domestic aluminium industry, and
display the importance placed by the GOC on the development of its
aluminium industries.

23. Alignment of GOC policies and importance of the aluminium
industry

The 11™ National FYP was issued for the period 2006 — 2010, just prior to the
promulgation of the Guidelines in 2006. Each policy/plan is complimentary,
and consistent in their aims and objectives for the Chinese aluminium

50 11h National FYP. page 1.
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industry, with many common aims and objectives between the three ‘
documents observed, such as to:

eliminate backwards capacity;

control production levels;

encourage mergers, restructuring and relocation;

promote technological and product quality improvement; and
implement and encourage environmental measures.

It is considered that the 11" National FYP and the Guidelines
comprehensively and collectively outline the GOC’s macroeconomic policy for
the Chinese aluminium industry from 2005-2011, and that these policy aims

and objectives have been continued past 2011 in the 12™ Natio

It is further observed that muttiple GOC policies, plans andqsféﬁ“ regd
prior to the Guidelines have similar goals and objectives to‘tggf:geu es and

11" National FYP. These include the:

e Tenth Five-Year Plan for the National Ecor@;m’aand Social

Development of the People’s Republic of China \_?061? - 2005);5‘
e the Directory Catalogue on Readjusttnentpof Indystrial Structure
(discussed in Section 2.5.1 of this ®port); and
* the State Economic and Trade sign; (SESTC)52 Development
Plan for the Metallurgical /ngﬁs! 20817 2005).
[y e
Customs and Border Protectign,obser®s that the Chinese aluminium industry
has therefore been a focusiBt the GOC fbr over a decade.

In addition to outlining tﬂé;gi #n's and objectives in relation to the Chinese
aluminium industry these roeconomic plans highlight the overall
importance of thg_indystry to,ihe Chinese economy. As stated above the
nium industry as fundamental to the development

24. ;’Mmpo arice and implementation of GOC macroeconomic
i

24. GOC position
%

In its response to the GQ and SGQ, the GOC has indicated that the
importance of its broad macroeconomic policies is limited, suggesting that

st goc response to the GQ in the HSS investigation, Attachment 23.
52 This entity no longer exists. The functions of SETC were absorbed by the NDRC in 2003.
53 Although Customs and Border Protection has been able to access the text of this plan, Asia Times
Online reported in its article Execution plan for China's industrial revolution ot July 20, 2001

. im n. h that it was 'based on China‘s 10th Five-Year Plan
...(and) is aimed at promoting the restructuring and upgrading of the industrial sector. The article further
reported the objectives of the plan include targeted oulput and demand rates for aluminium and
concentrated effort on further processed aluminium products. It also stated that the industry will form
12 large enterprise groups, with the output of the top five of these constituting 75% for aluminium.
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they are somewhat intangible and set out the GOC's aspirations for the
aluminium industry, rather than act as enforceable plans that the GOC sets
out to achieve.

In relation to its FYPs, in the HSS investigation the GOC submitted that:

An FYP is an aspirational guidance document, and does not set
mandatory targets for the steel industry. Moreover, industrial policy
aspirations of an FYP are relatively macroeconomic and vague, rather
than being specific and quantifiable aims.

Similarly, the GOC has submitted in its response to Question C2.9 of the GQ
that the Guidelines are a purely aspirational document about the gB‘?ED the
aluminium industry, and that it is a statement of ‘ambition and gsal'.ﬁn
addition, the GOC submitted that the Guidelines ‘do not set ‘%ny\gg;l
structure, nor provide any legal rights or liabilities, there is fq “a )@hig ation”
of the document’ and no office or officials are responsi surifig that
the goals of the Guidelines are met.

This is despite the fact that the Guidelines are yrittén i ych a way that

indicates its importance and binding nature. Pégélll, Item 3 of the Guidelines
states that enterprises that do not conformto th jnnd%gpial policy shall not be
provided financial support by financial dép arjgents.’

s NE
2.4.2. Customs and Border%:;e;’étio sfassessment
7%

Customs and Border Protect rbconsidi s that the ‘aspirational’ nature of
these policies/plans does necessarily mean that the aims and objectives
they establish are not atfg _ted tope realised by the GOC, or their progress
monitored. @ o
Significant evidepcehas begn’observed to suggest that the aims, objectives
and action ite. gasukestin these policies are actively implemented and
monitored bzt and adhered to by Chinese aluminium enterprises.
<
For exdrgple, fq{g’n’b'its recent investigation into aluminium extrusions from
Chir\EGﬂE’@ 44)¥Customs and Border Protection undertook verification
mé"e'tir?s with’the GOC. During this verification, the GOC's NDRC was
qué‘ﬁ%pabout FYPs in China generally.

<
This discussion was summarised in Customs and Border Protection’s
Government of the People’s Republic of China Visit Report, February 2010,
which observes:

The NDRC stated that GOC's F YPS“ is (the) most important plan of
China, like a blueprint for the next five years of development of the
country. The NDRC noted that the national FYPs are the leading
document in planning the economy and social development of China.

54 In reference to the national-level FYP,

PUBLIC
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However, the NDRC stressed that FYPs are only guidance documelm‘? ]

rather than an operable documents, and there are no details for
operation and implementation in the FYPs.

The NDRC noted that implementation of the objectives of the FYPs is
at the GOC-agency level, whereby each area will release specific
policies and regulations (i.e. each responsible area develops and

implements its own policies to implement the FYPs).

Additionally, during that same verification visit, the China State ?{é@
Bureau (who also participated mﬂtshe verification) noted the 1 1"{',_ jgn:r%YP
was a legally binding document. 4 '\71;'

L Qa,
While the NDRC confirmed the guidance or ‘aspiratiop&ft# %fe of these
FYPs, the above is evidence that the GOC makes efforts to Schléve the

outcomes of the plans through various sub- pol aand m res in the

sphere of responsibility of each level of GOC a ns r} epartments.
Specifically, it is noted that GOC has [SSfed num‘ﬁtw ub-policies,
directives, notices, etc. and imposed e ures since the
promulgation of the Guidelines an:%ge 1 al FYP that appear to go
towards achieving at least some o d aims outlined in these
documents.

These include:

* measures tg elimin qz.f’t@&]kwards production capacity and
encourage téaﬂmcal ahld environmental improvement;

marke cri nd industry operating conditions;
meagy c%b%roductlon capacity redundancy’;
importan gﬁg‘ﬁ measures on bauxite and aluminium; and

s!tlbs:dl:a;*tjf e aluminium industry.

N
Tﬁ%ﬁeasu s are discussed separately in more detail in Section 3.3 of this
rep

2.5. Implementing measures

During its investigation, Customs and Border Protection has identified
numerous GOC measures that it considers go towards meeting at least some
of the objectives of the above-mentioned GOC macroeconomic policies in
relation to the domestic aluminium industry.

55 page 39.
36 Customs and Border Protection’s Government of the People's Republic of China Visit Report, February 2010,
page 49
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The most prominent of these are discussed individually below.

2.5.1. Measures to eliminate backwards production capacity and to
encourage technical and environmental improvement

The elimination of ‘backwards production’ or ‘backward technology’ is a
common theme observed in the GOC's macroeconomic policies relating to
the aluminium industry.

The encouragement of certain more advanced technology or ‘hi-tech’
products, and environmental improvements are also common objectives of
the GOC's macroeconomic policies and plans.

Specific measures that are considered to be aimed at |mpl in hes%
policy objectives are discussed in this section.

Customs and Border Protection asked the GOC whejter 3%.% the Ministry
of Commerce or the NDRC had approved the additiot or redtction of any
aluminium of ARW capacity since 2006. The GQClre nde‘, that it ‘does not
compile a list of such projects’.

Nonferrous Metal Industry Adjustmentﬁ&ﬂiﬁe tallzatlon Plan

The Nonferrous Metal Industry Adpystm, Revitalization Plan

(Nonferrous Plan)5 was |ssued by thelState Councn in 2009. The Nonferrous
Plan notes that following thefidancial cridis in 2008, China’s nonferrous
industry was hit hard with f% ing pr@duction and weak domestic demand. At
the same time, some prdduét{exg rienced overcapacity and elimination of
backward productlg\n capa&x Wds difficult.

The guiding idedlogy o the ﬁonferrous Plan is to stabilize and expand the
domestic ma%ﬁ(, ﬁgc ‘the volume and eliminate backward production
capacity, str hnological innovation, promote enterprise
restructiﬁg(ng any, foelis on promotion of non-ferrous metals industrial
resiructyrmg andfupgrading.

Thehasic principles include restricting exports of primary materials to
encourage processing, emissions reduction, technology improvements and
eliminating obstacles to corporate restructuring. On this point, the Nonferrous
Plan states that aluminium enterprises will be encouraged to restructure and
the implantation of large mergers and acquisitions will be supported.

Policy measures outlined in the Nonferrous Plan include:

1) Adjusting the export tax rebate rate structure to promote ‘high capital’
exports with a high value-added export tax rebate rate

57 Provided as Atiachment A47 to the GQ
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Further expanding the scale of the state purchasing and storage
mechanism for nonferrous metals

Interest subsidies in the form of loans to support R & D and
technological transformation and financial incentives to increase
energy-saving technological transformation support

Elimination of backward production capacity

2

-

W
-~

4

Two specific aims by 2011 are:

e to achieve production by the top ten aluminium producers representing

70% of national output; and
¢ alumina production capacity of 100 million tonnes.
£
The Directory Catalogue on Readjustment of Industrial SfHigtuPg and the
Interim Provisions on Promotion Industrial Structure Aajussfﬁ%?

The GOC has promulgated the Directory Catalogue %ﬁ?gé\q; sgment of
Industrial Structure (the Directory Catalogue), which 8 issuediand updated by
the NDRC. @ Yoo

The GOC provided the revised Directory (/)réfalo e (i Qued in2011) as
Attachment A42 of the GQ, and the 2005}0095na ) vérsion at Attachment A41

of the GQ. - N¥

A
in the Directory Catalogue, certain ReuStiaetivities, products and equipment
are listed into three categog‘sza =

- 'Encouraged Investr%t: Indus‘&ies‘;
€

‘Restricted Investm melysiries’; and
‘Eliminated Investment Iydustries'.

?
Customs and,Bg;? r, }gb{tlion has observed the following items of note in
the Directoqﬁ}h ogyt (original version) in relation to the aluminium and
ARWSs industrigs {anming other items).
aﬂ;%% iﬁ
SCR
¢
%
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and upgrading, and to keep the stable and fast development of the
national economy.

The people’s governments...shall take the promotion of industrial
structure adjustment as an important reform and development task at
present and within a period in the future, establish the liability system,
lay emphasis on implementation, and shall, in accordance with the
“Interim Provisions” and in light of the local situation on industrial
development, formulate specific measures, rationally guide the
investment directions, encourage and support the development of
advanced production capacities, restrict and eliminate outdated
production capacities, prevent blind investments and low-lev
redundant construction, and effectively propel industrial sg:fcgrlufe%
optimization and upgrading. 2

The Interim Provisions make direct reference to the Direct&@;_é@’éf

observing: ;
%,
e The "Catalogue for the Guidance of 1 igtrial Structure
Adjustment'(the Directory Catalogfie) is tha igibortant basis for

guiding investment directions, an for tﬁovernments to
administer investment proje e and enforce policies
on public finance, taxatlon g‘g? laod, rmport and export, etc.

e The restricted catego transformed or prohibited

from being newly bur

e The e//mrnale%ﬁ!ego a/n/y include the outdated techniques,
equipment a products hich do not conform to the relevant
laws and reg @nons?er/ous/y waste resources, pollute
environmeht, da.not4neet the work safety conditions, and need

to be /na%
The Interim F{E_{@m i to state:

S
. @anEWnsw’(Q)ns shall provide credit support to encouraged
invgstment industries; and
\?,3"[’]|r‘1;/esul)~ s are prohibited towards projects in the restricted and
ch,ehmmated categories.

<
In its reSponse to the SGQ in the HSS investigation, the GOC confirmed that:

Investments are prohibited for projects under the "restricted” or
“eliminated” categories. Relevant departments shall supervise projects
of the eliminated category to exit the industry within the prescribed time

limit in accordance with law.

9 Chapter II1. Article 12
0 Chapter 111, Article 15
61 Chapter 1M1, Anticle 16
62 1 response to Question 32(b)(ii) of the SGQ for the HSS investigation
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Encouraged Restricted Eliminated

Investment Investment investment

Industries Industries Industries
2005 * Design and ¢ Electrolytic » None
Directory development of aluminium applicable
Catalogue auto and their project (with

engines and key

exceptions)

parts ¢ Secondary
Precision forging aluminium
and forging of key reverberatory

auto parts furnace project
of below 4 tons
* Wet method Aftpnv
fluoride salt in am Sa Tt

the productlon 4 ;ﬁ A“?‘}
of alummlum \ o

It appears that the GOC has only trans!ated parts of ¢ e 20 Dkectory
Catalogue that it considers relevant to this inves, gn Cusgfoms and Border
Protection notes that it has included expanded anslat"a?r item 8 of the
Encouraged Investment Industries, which ri /?;at to |ro and steel (relevant to
the HSS investigation), but included no trans m 9 that relates to
nonferrous metals (relevant to this i mves A similar situation oceurs in
relation to the Restricted and EI|m| c? orms

The original and updated Directory Iog'bg also categorises certain items
of coal, power, and petrolewﬂmd natufal gas as encouraged, restricted or
eliminated.

A‘gugue was issued alongside the Decision of
mulgating the “Interim Provisions on Promoting .
nt" for Implementation (the Interim Provisions),
tB» e Directory Catalogue.

The original (2005) Dlrect
the State Counc:/ d

The Intérjm Pr&isns note:

AN
fiﬁe f6AhLiation and implementation of the “Interim Provisions™ is an

-“important measure to implement the spirit of the fifth plenary session of
‘the 16th CPC Central Committee, to achieve the objective of the
“Eleventh Five-year” planning, and is of great significance to ensure
the all-round implementation of the scientific view of development, to
strengthen and improve macro-control, to further transform the ways of
economic growth, to propel industrial structure adjustment, optimization

58 provided in relation to the HSS investigation. Customs and Border Protection notes that the GOC
has submitted that the Interim Provisions are 'abolished’, however the date of abolition is not clear. In
any event, Customs and Border Protection merely relies on the Interim provisions in this case to
demonstrate the importance of the Directory Catalogue to the GOC and the reasons for its imposition,
noting the original Directory Catalogue has bee in force from 2005, being updated in 2011 (i.e. in force
in the years prior to and during the investigation period).
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The GOC also noted:

The encouraged category enjoys some corressgonding preferential

treatment with regard to imported equipment.
It is observed that the Interim Provisions make direct reference to the 11%
National FYP and its role in implementing the objectives of that plan. Further,
Anticle 19 states:

If any enterprise of the eliminated category refuses to eliminate the
production technique, equipment or products, the local people:
government at each level and the relevant administrative c@f)a ent
shall, in accordance with the relevant laws and regulaléegSQL the ‘gtare,
order it to stop production or close it, and shall take apprdpriatg ;4,/
measures to resettle the employees of the enterprisé,a gg@?'ntee
the safety of financial institutions’ credit assets, efty products are
subject to the administration by permit for proti%ction}? elrelovant
administrative department shall lawfully reyafke s p,e;é'/t for
production; the administrative departmedt for indtistrg and commerce
shall urge it to lawfully go through rr(r;a iéion r@gistration or
nullification registration; the admini$trative’degartment of

environmental Protection shall re s pe{e)rmit for pollution discharge;
and the electric power supplzﬁ nierprige strall lawfully stop supplying
electricity to it. If any enterpeise es.the provisions, its persons

directly held liable and the relgiant ledders shall be subject to liabilities
in accordance with theFaw. Y,

The Interim Provisions theréafore g%e wide-ranging powers to GOC agencies
i

to impose the requiremen of thé rectory Catalogue to eliminate certain
production process%g equipfent and products, and encourage others.
a
= A
4
Noticeg‘f thé-Stata Council on Further Strengthening the Elimination ot
Bac@grd{roéyction Capacities

g N o . .
Fuithesto the Directory Catalogue, the GOC's State Council issued its Notice
of th "' tate Council on Further Strengthening the Elimination of Backward

Production Capacities“ (the Backward Capacities Notice) in 2010.State
Council and all institutions directly under the State Council.

In its response to SGQ in the HSS investigation, the GOC has explained that:
“Backward production capacity” means the out-dated techniques,

equipment and products which do not conform to the relevant laws and
regulations; which seriously waste resources; which pollute the

63 In respanse to Question 32(b)(ii) of the SGQ for the HSS investigation
& coc response to the SGQ for the HSS investigation, Attachment 176.
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environment; or which do not meet work safety conditions (same as! \'
those in the “eliminated category").

Customs and Border Protection notes from the above that the concept of
backwards production capacity is linked directly to the category of eliminated
items on the Directory Catalogue.

The Backward Capacities Notice focuses on the elimination of backward
production capacities ‘on schedule’ by:

...focusing on such industries as electricity, coal, aluminium, cement,
nonferrous metal, coke...in accordance with the scopes of and
requirements for elimination of backward production capacifle

prescribed in such documents as the Decision of the StateCouncit.on
Promulgating and Implementing the Interim Provisio i
the Industrial Restructuring (No. 40 [2005] of the Sr 6l
Interim Provisions)...Catalogue for Guiding Indj F%;ru%ring [the
Directory Catalogue] and the plans for restructijring vitalizing
industries including aluminium, nonferrousgve /, lighrd'ndustry, textile,
etc g;

It is considered these ‘plans’ for restructu:gﬁg an ,{evngllsmg the aluminium

industry include the Guidelines and the 3" ional FYP.

P
The Backward Capacities Notice s(é’tes at ‘rgfnarkable progress’ has been
made in China in terms of the elimi n oFtrackwards production capacities,
but notes the targets for eli ma}mg thls‘Sapacny have not yet been met.

The Backwards Capacities Notice autlines how this goal is to be achieved,
through measures such

* strengthening cy Constraint Mechanism’ — controlling market
acces str {! exll’ g the ‘economic and legal means’, ‘intensifying’
0 and punishment (including revising the Directory

y@limination, resettling employees, supporting the
nsformation of enterprises (science and technology upgrading);

@proving the ‘supervision and inspection mechanism’ — including each
region and the central Ministry of Industry and Information Technology
(MIIT) producing an annual list of enterprises with ‘backward
production capacities to be eliminated, the backward technologies and
equipment, the deadlines for elimination and the overall progress’and
the monitoring and reporting on the progress of the elimination of
backward production capacities;

* strengthening GOC organisation and leadership of the elimination of
backward production capacities;

¢ supporting competitive enterprises in elimination of backward
production capacities through merger, acquisition or restructuring of
enterprises with a backward production capacity;

-: gqh;ovmgpo icy incentives — strengthening fiscal support of backwards
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* relevant GOC agencies and government levels shall ‘earnestly workNo:... ...
out implementation plans, divide the objectives and tasks among citi
and counties, assign them to specific enterprises, and timely submit
lists of to-be-eliminated enterprises with a backward production
capacity to the Ministry of Industry and Information Technology and the
National Energy Administration’,

* improving the regulation and control of land use plans, and prohibiting
land supply for construction projects of backward production capacities
and in industries with severe overcapacity;

» giving ‘full play to the role of pricing mechanisms, such as differential
prices for electricity and reform of prices for resource products, in
eliminating backward production capacities... and raise the cgsts for
energy, resources, environment and land used by enterprisés
projects with a backward production capacity'.

The Backwards Capacities Notice further outlines that, if a prige-fails to
eliminate its backward production capacities before t crined time limit:

e its pollutant discharge permit shall be revokeg, c
rm Bf new credit

¢ no banking financial institution shall provide anyL
support to it, 0‘%
e the investment management dep ent sfgllgfot examine and

approve new investment projects oQﬁ? enterprise,
=3

¢ the land and resources man emen rtment shall not approve
new land for use by the entegprise,cand”

e the relevant management depdgment shall not issue any production
license for it or shall ¥itttiraw anydproduction license or production
safety permit preyio%ly issupd.

eliminate backward productiorcapacities according to the relevant provisions
4,

%
The Backwards Ca}f’;kifb‘ﬁ& urther provides for enterprises that do not

to be closed ?7 _
BN

Customs a’;nq Bﬁi}brotectlon’s assessment
[N

The@r}hggmc}}}alogue, Interim Provisions and Backward Capacities Notice

ar\?'cleage ples of sub-policies and measures to GOC macroeconomic
po iqies’that are designed to implement the ‘aspirational’ aims of those
polimé‘s%

Further, evidence exists to demonstrate that the GOC actively monitors the
elimination of backwards production, and measures the success of this
objective.

The GOC provided a document called the Announcement of the 2010 List of
Entities Subject to Elimination gsf Backward Production Capacity in Industry
Sector, issued by MIIT in 2010 . The document refers to an Appendix that
lists enterprises subject to elimination of backwards production capacity

95 Antachment A33 to the GQ
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across a number of industries, including electrolytic aluminium. However, thg.
Appendix attached to the document only contains a list for the steel industry.
It is considered that the GOC may have mistakenly provided Customs and
Border Protection with the document gathered for the purpose of the HSS
investigation.

In response to the SGQ for the HSS investigation, the GOC emphasised that
the Directory Catalogue is essentially an environmental measure:

The GOC defends its right to legislate for the Protection of its
environment and the health of its people. The Directory Catalogue is
not an instrument of industry intervention with the commercial intention
of making Chinese industries the most competitive in the of
forcing the industry to conduct its business as dictated by the GO&. It
is a regulatory document which articulates how enwran‘?ﬁgpté Liaws are
to be applied.

Provisions and Directory Catalogue would reasonablybe corgidered to be
environmentally-focussed, particularly those th Telfat -&Q{gé/ehmmanon of
older, environmentally harmful technologleé'is and technfgues.

Customs and Border Protection agrees that certain r%fsures the Intenm

&
However, it is considered that these meésg[ri]ga“czﬁﬁg be considered to be
purely environmental, particularly wheﬁ‘@e atu@bf some ‘encouraged’
items on the Directory Catalogue q:(e ol erv

In particular, the Directory Catglogue can reasonably be considered to go
towards meeting the GOC policy aims o encouraging technical innovation,
raising product quallty, angl the product mix, as well as encouraging
environmental i |mprove s*

25.2. Market e ry etia and industry operating conditions
é‘

The NDRC (he Reqwremenrs on Entry into the Aluminium Industry
(Entry Req:u%m ts; ollcy on 29 October 2007. The Entry Requirements
Pollc N ag?s tha all'departments should conform to the Requirements when
thev, inter éh_ﬁ&onduct reviews of approval of investment proposals, business

trglfons, financing concerning bauxite mining, smelting, processing and
utilis ‘T?I: of regenerated aluminium projects.

The aims of the Entry Requirements Policy are to speed up structural reform
of the aluminium industry and regulate investment behaviour, in addition to
achieving environmental goals.

» The production scales of newly built bauxite mines cannot be lower
than 300,000 tonnes per year

¢ Newly built alumina projects are subject to review and approval by the
State Council

66 Artachment 6, GQ
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capacity of not less than 800,000 tonnes
Alumina projects using imported bauxite must have annual production
capacity not less than 600,000 tonnes

In the near term only newly-built electrolytic aluminium projects that
require environmental protection technique renovation or designed to
eliminate production capacity that has become obsolete will be
approved

Production scale of newly built secondary aluminium projects must be
more than 50,000 tonnes per year. For existing projects the minimum
production requirement is 20,000 tonnes per year, and for
reconstruction and expansion projects more than 30,000 ton
year. N
The Entry Requirements Policy specifies the technlque met
that must be used by bauxite mines, alumina projec

eI
aluminium projects :
References certain targets to be met by the e?é.;ﬁiu%q Five Year
Plan

Existing enterprises that meet industry pglicigs d tefimprove their
technologies and techniques to meet the/standardsal Hat new
enterprises are required to meet

Aluminium enterprises that do notgifee th (c] |rements of entry are

subject to various sanctions, s ch t having their filing, application
for construction on land or e aL pact assessment
approved, withdrawal of cre rplination of power supply

The NDRC will actively superv an monltor the development of all
enterprises conformigg to the reqsirements

ts Reviewed by the Governmenr states

that electrolytic alu{g’lnlum Jec{s aluminium projects and mine exploitation

projects (with tot&

vestme tmore than RMB500 million) are subject to the

review of the vesgz;% artment of the State Council.

Customs and\B d

Cu

Protection’s assessment

r?@ha’nq Bgrder Protection considers that the GOC's measures for
try -and industry operation for the aluminium industry can

e
ag(&{;ly be considered to go towards the GOC’s aims of making

envirofimental improvements, and to encourage technological and product
quality advancement and structural adjustment in the Chinese aluminium
industry.

The linkages between the Entry Requirements Policy and the GOC's
measures to eliminate backwards production capacity and to encourage
technical and environmental advancement are observed.

67 Attachment 11, GQ

o A0

Alumina projects using domestic bauxite must have annual productlon\‘o
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Customs and Border Protection notes the potential impact these market entry : .
and industry operation criteria may have on enterprises operating in the
aluminium industries.

2.5.3. Measures to curb production capacity redundancy

Circular of the State Council on Accelerating the Restructuring of the
Sectors with Production Capacity Redundancy

In 2006, the State Council promulgated its Circular of the State Council on
Accelerating the Restructuring of the Sectors with Production Capacity

Redundancy (the Redundancy Circular). ®

)

The Redundancy Circular notes the

4%{3?»;;

...major and difficult task’ of the 11th National FYP 4§ ‘pramotesifre

strategic restructuring of the economy as well a%i&& te"the
IR

international competitiveness of all sectors. %
q
The document goes on to note that some sect a "%Q_QU

...make such blind investment arl%@fefﬁ& t e;_;ansion that they have
incurred production capacity redutigangy, Hi¢R has turned into a
predominant problem in the egeaomg 3

S

The Redundancy Circular singles o SBaminium industry as one that is
particularly affected by this proglem. h&Redundancy Circular further
outlines the observed downtalls or ‘aftermaths’ of production capacity
redundancy, and observ%s. y 2\

‘Q] —.
If such situation is /é}bo at random, the conflict rooting in the binding
force of re scagcﬁy will pop up further, the issue of structural
imbalaa&z}&/l,begﬁrsen off, there will witness an obvious increase in
ente@rié‘e‘fian ptcy as well as in unemployment. So we should
resolutely make efforts to solve all the problems.
The“'ﬁ]ela Qan§ Circular continues by outlining the ‘requirements and
pringi lp{' and key measures’ to accelerate the restructuring of sectors with
pro ion capacity redundancy.
<

The Redundancy Circular notes:
The key to promote the restructuring...is to give full play to the
fundamental role of the market in allocating resources and fully exert
the market strength to promote the survival of the fittest. ..

but goes on to state

68 GOC response 1o the GQ in the HSS investigation, Auachment A20.
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...we should, by means of restructuring, reform and elimination throu
selection, accelerate the restructuring process in the sectors with
production capacity redundancy.

In relation to the aluminium industry, the Redundancy Circular states the
GOC should intensify the implementation of industrial policies related to this
sector, ‘strengthen the examination thereof and improve them in practice as
well’.

Customs and Border Protection considers that these measures are
inconsistent with the notion of giving ‘full play to the fundamental role of the
market in allocating resources’.

25.4. Taxes and tariffs

"Js
The GOC has provided requested schedules of its import @nd ort te;fﬂs
and VAT rebate rates for bauxite, aluminium, aluminium_all ARWSs from

1 July 2006 to 30 June 2011. The GOC also prov:dengféfa"b total import
and export volume of these products for that period, as well g3 i ormation on
export quotas, export licensing, and restrlctlonsm ﬁroﬁestllggmade

The levels of import tariffs for ARWs remam‘ed saﬁ throughout 2006 to
2011, at 10%. Lower rates applied to b Yite d aluminium, including
pre-alloyed aluminium (between 5% 4;;5 indicates that the GOC
tax policies encourage import of ra g’ma rla& tch as bauxite and primary
aluminium) used in the production v[,\g?Wsm preference to import of finished

aluminium products . Lip v‘
There was no export tax;on-ARWs\g\roughout July 2006 to June 2011. The
export tax on alloy was reﬁuceq frgm 30% to 15% in 2007 and remained
steady. The expo x on pmqary aluminium was reduced from 30% to 0% in
2007 but was m?@uéed if 2009 at a rate of 15%, and remained at that rate
% rt tax on bauxite was imposed at a rate on 10% in
2007, incre age uring 2008 and 2009, and then reduced to 0%. The
export tanffs r&g;é discourage export of primary aluminium and bauxite
mdncatm he hi emand for alumlmum (including bauxite, which is a raw

naﬁjof\a!u inium) in Chma .

through to J

In rela on to VAT export rebates, Customs and Border Protection note that
bauxite dnd primary aluminium attracted no export rebates (zero rates) from
July 2006 to June 2011. Over the same period, aluminium road wheels
attracted VAT export rebates of 17%, encouraging export of processed
aluminium products from China.

The GOC also advised that while there were no export restrictions in place in
relation to bauxite after 2007, export licences were required throughout the
period 2006 to 2011.

69 Response to the GQ. Attachment 31
70 Respunse to the GQ. Attachment 30
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The import and export volume data provuded by the GOC in its SGQ respons&No;

is summarised below (in millions of tonnes). ——
Iﬁom ana |mpons ;' mum nlum

2006 [Iul- Dec 2007 — 2008|2009 2010 2011 {lan - Jun] |
AL Export (MT} 0.59 Q.55 0.84 0.31 0.75 035
AL Impont {MT) 0.24 0.28 0.26 174 0.37 0.16
Exports and Imports of Bauxhe

3006 {Jul- Dec] 07 3008 2008 2010 2011 an Jun] |
Bauxite Export (M) - 0.10 7.00 - 15000 -
Bauxite Import (MT) 5.80 23.20 25.80 19.60 30.00 20.70

xports and Imports of Alumvina

2006 [Jul- Dec) 7007 2008 008 2010 __!mT_I_’_an Jun
AL Export (MT] X3 0.03 X 007 (L
AL Import (MT) 3.60 5.20 4.60 5.20 4.40

The data shows that exports of bauxite were almost non-existentantil 2
which coincides with the removal of the export tax.

When combined with the observation that export taxe; ary a ummlum
were at significant levels with no VAT export rebatesfand p)ﬂgc

aluminium products attracted lesser export taxes an onS|defabIe VAT
export rebates, it seems to indicate a policy degfte to nhimpise exports of
primary aluminium and encourage exports of ptocessefl aluminium products.

Customs and Border Protection conside?%lj)haé‘e observatlons relevant in so
far as it is reasonable to expect suc| to?&: eda significant increase to
the supply of primary aluminium i G hi .Ha‘s orters’ competitiveness would
have been seriously eroded by the rt1axes and lack of VAT export
rebate. As aresult it is reasanable to cQqsider this exerted downward
pressure upon the domesti prlc f primary aluminium in China. These
conditions appeared to Qﬁ nmc t for the primary aluminium market in
China given there was li e ion of alumina or aluminium into the
Chinese market thrbughout g perlod 2006 to 2011.

VAT export¥ebatgs pijvide direct evidence of the GOC's intervention in the
market for pr‘ibary inium in line with its macroeconomic policies of
focus&R &;essed aluminium products and increasing domestic demand

foga un'g'm
quidj[rade Organisation (WTO) Dispute DS394

o
Therefore, Cus g:;é‘ brder protection considers the GOC taxes, tariffs or

China’s export tariffs, *and export quotas and licensing of bauxite (and other
raw materials) has recently been subject to a WTO dispute before a WTO
Panel and then the Appellate Body, the findings of which were handed down
in July 2011 and January 2012 respectively.

7V This data was pro-rated for 2006 and 2011, as the GOC was only asked to provide data from July 2006 - Junc
2011

72 The Pancl noted that the 2010 Taniff Implementation Program did not maintain an export duty on any category
of bauxite,
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This dispute also involved objections to the setting of minimum export pr
(MEPs) tor these raw materials.

Both the Panel and Appellate Body (appeal on certain matters) found that
these Chinese measures were WTO-inconsistent, with the Appellate Body
finding in conclusion:

The Appellate Body recommends that the DSB request China to bring
its measures, found in this Report and in the Mexico Panel Report, as
modified by this Report, to be inconsistent with China's Accession
Protocol and the GATT 1894, into conformity with China's obligations
thereunder, such that the “series of measures” do not operate to bring

about a WTO-inconsistent result.”3 Al

Of particular note is the fact that the Panel found thgg‘\eg %
demonstrated that the application of export restnctnons@o UXI{E nd |s
justified pursuant to Article XX(b) of the GATT 1994. e *f\?

China did not demonstrate that the application of%n expgrt‘{&uota to was
justified pursuant to Articles Xl:2(a) or XX(g) ofﬁe GA’U 1994

w4

It is considered that the GOC's vanou&{n res @n the raw materials used
in the manufacture of ARWs, in the ;?10 v tariffs, VAT rebates,
licences and export restrictions, cal 3%1 be considered to have had a
significant impact on the domestlc al mum industry.

Customs and Border Protection’s Asseﬁsm

2.5.5. Subsidies in t nium industry
Subsidies to ARW prod ergl

found that A producetdin China have benefited from 34 identified
countervallable éﬁbsn programs.
<

The,l géa of thgse programs (i.e. the program that is anticipated would have
pr ldewth gae“atest benefit to ARW producers) is Program 1, which

c}:s the provision of aluminium raw materials (pure alumlmum and
aluml jum alioy) to ARW producers by state-invested enterprises (also
referredo previously as state-owned enterprises) at a price that is considered
to be less than adequate remuneration.

During its inve @!lo Cu oms and Border Protection has preliminarily

Other subsidies that have been preliminarily identified as being
countervailable include grants for research and development, hi-tech industry
investment, and holding specific patents, as well as tax reductions based on
location and enterprise type.

73 Reports of the Appellate Body, China - Measures Related to the Exportation of Certain Raw
Materials (AB201-5) at 363.
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It is reasonable to consider that at least some of these subsidies will assisk No:
with the implementation of the GOC’s macro-economic plans for the it

aluminium industry (e.g. encouraging hi-tech enterprises and product
research and development).

‘Upstream’ subsidies

In addition to these investigated subsidies, Customs and Border Protection
notes that the identified GOC macroeconomic policies and implementing
measures it has examined have made multiple references to the provision of
grants, financial support and other subsidies to enterprises generally (i.e.
including ‘upstream’ enterprises to ARW manufacturers) to assist with the
implementation of GOC policies and plans. N

For example the Backwards Capacities Notice outlines that t

Although Customs and Border Protection notes evidghce of Mese upstream
subsidies in the context of this assessment of mafRet athn in China, itis
not considered that sufficient evidence has be%t:) E suggests that
there are reasonable grounds for the publleétlo fac ntervachng duty
notice in relation to these programs, as ¥ unred B?SfGQTACC(t) when
initiating investigations into alleged p

Specifically, sufficient evidence ha{ ound that suggests:

countervailable .or
s that benefit rece hee subsidies by upstream producers as

¢ that these subsndleﬁcould reasoﬁably be considered to be
passed thr%}gh to manufacturers.

For this reasqd, th q§;¢bs«(;i"les have not been further investigated by
Customs aqd ofection for the purposes of the concurrent
countervaulm igation.

Dire intervention in the primary aluminium market

Chinese State Reserve Bureau during the investigation period to purchase
and stockpile large quantities of primary aluminium from the Chinese

domestic aluminium market .

In that investigation Customs and Border Protection's analysis found that the
GOC's intervention in the primary aluminium market did impact domestic
aluminium prices. Although the investigation period for the aluminium
extrusions investigation is different to the investigation period for the ARWs

74 preliminary Affimutive Determination 148, October 2009
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investigation, Customs and Border Protection notes these findings as FOLIO \‘)\
evidence of the GOC's propensity to impact on aluminium prices generally. | No ..........
25.7. Price Law of the People’s Republic of China

The Price Law of the People’s Republic of China (Price Law) was provided to
Customs and Border Protection in response to the GQ .

Article 28 of the Price Law states that departments shall create a price
monitoring system. In response to question C2.9(c)(i) of the GQ the GOC
advised that four price monitoring reports have been issued pursuant to the
Price Law. One of these is the Monitoring Report System for Price of National
Important Means of Production. The GOC advised that aluminiurgFang,
alumina are currently subject to price monltonng, stipulated i m th N
aforementioned document. In the SGQ ® the GOC was re ide
a copy of the price manitoring report for aluminium and alui ?%ﬁé OC's

response was that ‘Price collecting/submitting entities unred to
provide a specific report to price authorities under thébadml ve system
which is in effect.” Customs and Border Protectiop, |ders:that the

question in the SGQ could reasonably be infernfd 10 be’a. refquest for the
document referred to in the GOC's responsg to he GQ’ and therefore
considers that the GOC was not fully CO?BE?&IIV esponse to the
question in the SGQ.

2.6. Evidence of impleme| ng '970: by SIEs

Manufacturlng Co. Ltd, ond of the exporters of ARWSs to Australia. CITIC
group is wholly owned b Govefnment of China. CITIC Group’s 2009

CITIC Group is the ultlmat{mrollmg s*areholder of Dicastal Whee!
annual report note the ro e.th carrying out the GOC's policies:

largest'co r‘ére while fulfilling its historic responsibility of
pA/qt{n hinals economic reform and showcasing the country’s
opering p amme. Looking into the future, we will explore and
ild a“pusiness model that fits our needs as a large conglomerate.
\._}ﬁp‘b J{l’ perate in a more systematic, routinized, specialized and
< sophisticated way, enhancing existing strengths and creating new
AN ' Ones. Our shift from just being big to also being strong in pursuit of
<sustainability will help us better serve China’s economic and social
deve/opmen7t7as an enterprise directly under the central

government .

Over ga ree décades CITIC Group has grown into China's

Yunnan Aluminium Co. Ltd is a SIE involved in the manufacture of various
aluminium products, including alloy. Customs and Border Protection was
unable to obtain its annual reports from the English version of the website™

75 Awachment A7 to the GQ

76 Question B14(i)

77 GOC response (o the GQ p 33 and Atachment 52, pg 45
78 Provided in GOC response to the GQ. Atachment 133
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however the company information states its role in implementing the
objectives of the Yunnan Province 9" and 10" Five Year Plans.

CHALCO is a SIE and the largest supplier of aluminium in China. The
following statements are taken from its Form 20-F filing with the SEC for
201079:

As a significant majority of our assets and operations are located in
the PRC, we are subject to a number of risks relating to conducting
business in the PRC, including the following:

e The central and local PRC government continues to exercise a
substantial degree of control and influence over théTaRupinum
industry in China and shape the structure and development &f the
industry through the imposition of industry po/iciea-"gbger??glg najor
project approvals, preferential tax treatm§nt ~apd V}%’afety,
environmental and quality regulations. If the, C\‘g&/ernment
changes its current policies or the inrerp/etalgn on sg policies that
are currently beneficial to us, we may face pPessure\dn profit margins
and significant constraints on our g '!}9 tgwd our business
operations. PR jfh

e Although China has been tran ?c’mi_ f?b’rfr' é)planned economy to a

market-oriented economy, a stgatial,portion of productive assets
in China are still owned W thg PR&Jgovernment. It also exercises
significant control over * a'sSeconomic growth through the
allocation of res S, trol of payments of obligations
denominated in fogeign currenSies and monetary and tax policies.
Some of thesecmedsures'henefit the overall economy of China, but
may have a mateRy !

A

rse impact on us.

and

A,
Th ! floducl/'on capacity of Liancheng branch and Lanzhou
.brae;%% sed by a total amount of 85,000 tonnes because we
Geased thevoperation of some obsolete smelters in compliance with
e enefgy-saving and emission reduction policy carried out by local
D overfiments in the fourth quarter of 2010.

and

In order to improve the efficiency and competitiveness of the Chinese
alumina industry as well as to protect the environment, NDRC
published "Entrance Conditions for Aluminum Industry" (the "Entrance
Conditions”) in November 2007. According to the Entrance
Conditions, new bauxite projects must be approved by the provincial
authority or the relevant department of the State Council of China
depending on the amount of total investment, and any new alumina

79 Accessed at

hup:/iwww.chalgw.com,gn/ziimlf 1447201 1/201 1041 605555907974 2570/201 104 16055645799590983 . pdf.pdf
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project must be approved by the relevant department of the
Council of China. The Entrance Conditions also provide detan
requirements for capital size, service period and resource utilization
rate for a new bauxite or alumina project to be approved. The
Entrance Conditions has established a high entry barrier for new
alumina producers in China.

and

The PRC government's encourages consolidation in the Chinese

primaryaluminum industry to create larger, more efficient producers

that are better positioned to implement measures to reduce

emissions. Accordingly, the /arger smelters are granted jpteferential

treatment, including priority in the allocation of raw ter/a and

electricity supplies, which give them a comperm ‘2%" ag?\ over
S

small domestic smelters. Moreover, according. rance
Conditions, effective from 2007, new alumin “Hust have
secured a supply of alumina to seek ap, ovaﬂ%‘ rhe relevant
department of the State Council of China. As\ f the date of the annual
report, the relevant department of the Ul cll of China is not
expected to approve any new a/u /nu o;ects except those
environmental protection upgrad profa d expired equipment
exchange projects planned by ll@ Pﬁe gov ment.

and

PRC Regulation Affecting th /uminum and Other Non-ferrous Metal
Products Industries: 9

The central ands / F}?C government continues to exercise a
substantial degreexof&dntrol and influence over the aluminum and
other non-fagrous Metal product industry in China and shape the
struct, d“devgfdpment of the industry through the imposition of
indys politles~governing major project approvals, preferential tax
Irea?l’:g;'(anttsafety, environmental and quality regulations, including
byt n ed to the "Aluminum Industry Development Policy”,
pt "N@/C}?n Guiding Opinions for Accelerating Aluminum Industrial
estriiEturing”, "Environmental Protection Guide for Developing
£ Circular Economy in Aluminum Industry", "Notice of the State Council
:9f China on Further Strengthening the Elimination of Obsolete
Production  Capacities” and “"Non-ferrous Metals Industry
Restructuring and Revitalization Planning”, etc. Certain existing laws
and regulations involve barriers to entry, production quotas, setting,
amending or abolishing import tariffs and limitations and duties on the
export of aluminum and certain non-ferrous metals and related
products. If PRC government changes its current policies or the
interpretation of those policies that are currently beneficial to us, we
may face pressure on profit margins and significant constraints on our
ability to expand our business operations.
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27. Conclusion TNO:...cercssisinnes

PUBLIC

After reviewing the identified GOC macroeconomic policies in relation to the
aluminium industry, and related implementing measures, Customs and
Border Protection considers there is extensive evidence on the record to
show that the GOC plays a significant role in the aluminium industry in China,
through its various policies, plans and implementing measures.

For ease of analysis, it is considered that these GOC influences can be
broadly categorised as follows:

measures to drive structural adjustment;

technological, efficiency and environmental development styres;
taritfs, taxes, rebates and licences; and %‘;
subsidisation of encouraged practices and products. Aﬁﬁgq{\ ;, ;
v A\dy

In categorising the above, it is noted that there is some de r’é\%féf%vibrlap
et By
Q

PO~

between these categories (e.g. subsidisation is consi used to
encourage technological and efficiency developmentjy
[N

NS
The likely impact of these measures, and whether thegpa?e created a

‘market situation’ is explored in the follow‘gggch&;gr.

"eij‘zdv ‘U
3 el

Pl
.
A
o R
S5
R
g
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[3. ASSESSMENT OF MARKET SITUATION

After identifying numerous GOC influences on the aluminium industry,
Customs and Border Protection has undertaken an assessment as to whether
it is reasonable to consider that a market situation existed in the Chinese
ARW market during the investigation period, such that sales in that market
are unsuitable for determining normal value under s.268TAC(1).

3.1. Approach to assessment

In assessing whether a market situation has been created by government
influence on an industry, it is considered that several approaches e
open to Customs and Border Protection. h

R AT
In examining whether a market situation existed in the Chi W%qﬁrket
Customs and Border Protection has focussed particularl ‘{{% fpact of the
various GOC macroeconomic policies and plans, an(% %nentmg
measures, on the cost of inputs to the manufacture ARW%

3.2, Impact on price of alumlnlum §P VO Og

Customs and Border Protection accepts thrat tge“&oai of primary aluminium is
a major cost component in alumlmu eels> The applicant claims that
due to GOC's interference, the pn rﬁ“m China is less than the
‘fair market’ price.

The exporters that provide bésuonnalre responses advised that their
purchase price of alumlmu and/o aluminium alloy is based on one or more

of the Shanghai Future SHFE the Yangtze River Exchange or
the Changjiang Rlver Excl ang one of the verified exporters imported

aluminium or alumi allo uring the investigation period.

3G, the GOC advised that the ‘Changjiang River

Exchange’ a e Rlver Exchange’ no doubt refer to the same thing

becausg, in th Bese language, both ‘Changjiang River’ and ‘Yangtze’

ri(;n&he&am river. In addition the GOC advised that it is not aware of
su

In its respons got '

exBhange’ - in the sense of an entity that specifically trades in
al um futures — existing in China. The GOC obtained mformatlon that the
Changirang River Exchanges is a nonferrous metal spot market” . For ease
of reference, for the remainder of this section Customs and Border Protection
will continue to refer to these as the ‘Changjiang River Exchange’ and
‘Yangtze River Exchange’ as this is the terminology used by the visited
exporters.

Jinfei Kaida provided spot market prices for aluminium from the Changjiang
River Exchange throughout the investigation period. Yueling provided similar
data for the Yangtze River Exchange. Customs and Border Protection also
purchased data from Shenzhen Zhunda Technology Development Co.,Ltd

80 Goc response Lo the SGQ. question B15(a)
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{Ometal Website) in relation to these exchanges. A comparison was made
between the purchased data and the data provided by exporters, which
showed very close correlation between the data sets.

As shown in the graph below, the price of aluminium on both of these markets
closely resembles the monthly average spot market prices of SHFE (all prices
are in USD).

Price of Aluminium SHFE, Changjiang
& Yangtze R

2,500.00
2,000.00 1
1,500.00
1,000.00

500.00

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

—&— Aluminium (Changjiang River) == Aluminium {Yangtze River)
== Aluminium (SHFE)

In the aluminium extrusions investigé n &gtoms and Border Protection
found that the London Met%}tx”change ME) prices could be used as a

benchmark for a price in a gompetitive market. This is due to the LME being
an open and transparentst Q{ ange that operates without any
restrictions. The benchm ?i€k of most metals worldwide are based on the
LME prices. By comtsast, the SHFE is a closed exchange and is restricted to
Chinese natlona

The compa %IS of the aluminium prices between LME and SHFE,
as shown in th below, during the investigation period shows a
vana;uxe 3°/ n three month average prices and 14% using spot market
pr{bes with prices being consistently lower than LME prices.

‘&A
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/

In a Qﬁg@: the investigation, the GOC included a graph that it said

i’ of alumlmum on both the LME and SHFE markets during

gvpsngatlon perlod That graph showed that SHFE prices were above

the LME price for at Ieast part of the investigation period. Customs and
Border Protection obtained the data from the website referenced in the
submission and compared it to the data used in the graphs above. Itis
apparent that the SHFE prices included in the graph provided in the GOC
submission are inclusive of VAT, whereas VAT should be deducted for fair
comparison with LME prices.

The alloy used in the manufacture of ARWs is not traded on either the LME or
SHFE. The information provided in relation to the Yangtze River Exchange is
the only price data Customs and Border Protection has for both primary

Bl GOC submission dated 20 March 2012
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aluminium and alloy during the investigation period. This data shows an FOLIO/I 7
average price difference over the investigation period of 6.42%, with alloy No:......
being more expensive. This contrasts with estimates supplied by Arrowcré

that show the cost of alloy should be around 10% higher than the cost of

primary aluminium.

Primary Aluminiumvs Alloy (USD)
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—&— A356.2 Alloy =@~ A356 Alloy == Primary Aluminium

d =
Customs and Border Prote ‘cm;considé;s the macroeconomic policies, plans
and guidelines outlined in séction %,of this Appendix, combined with their
implementing measures:guch as tatjffs, taxes, rebates and subsidies, exert
downward pressure onfﬁ@‘pr ce-af aluminium and aluminium alloy in the
Chinese market. hinY

The GOC claifns thit gminium market in China operates in a
competitiveeway A1 heGOC advised that in 2010 SIEs representeadz 28.2% of
aluminigm alloy-praguction and that there were 274 ‘above-scale’  producers
of al r%ﬂ?ugnuasltlgj in China. In a submission to the investigation the GOC

r eddo ms and Border Protection’s findings in the aluminium

e ihs investigation and stated:

“The fact that primary aluminium was cheaper domestically in China
when compared to the LME during the period of investigation is not a
result of any subsidy. It is a result of active competition between low-

cost and high volume producers in the Chinese domestic market.

Customs and Border Protection considers the evidence outlined in section 3
of this paper demonstrates that it is likely the existence of low cost and high

82 The GOC advised that this term refers 1o enterpriscs with revenue greater than RMBS million
83 (;OC submission dated 20 March 2012

SEF 181: Aluminium Road Wheels China 38




puBLIC
FILE

PUBLIC RECORD FOLIO 7 (o

volume producers in China has been brought about by the GOC's palicies | No:
and other measures in relation to the aluminium industry.

3.2.1. Customs and Border Protection’s assessment

Customs and Border Protection considers that the GOC's actions have
directly impacted the price of aluminium materials in China, causing prices to
be lower than they would be without the intervention of the government.

In visits to exporters Customs and Border Protection was advised that the
price of aluminium is a key determinant in pricing ARWSs for sale. Itis
therefore reasonable to conclude that the domestic prices of ARWs are lower
than they otherwise would be without the intervention of the GOC. ;figy

¢
3.3. Economics of supply

Customs and Border Protection has also considered an ecanamiic
assessment of the likely impact of these GOC influen, determinants
of supply of ARWs, and the resulting likely impact orgthe price oFARWS in
China

o

It is accepted economic analysis that decre su&:&;ﬁal costs of production
would, all other things being equal, causgfd's hift’ ly. This causes
producers to supply more products at an n price. In this case, the
equilibrium price (the price at whicl u manded equals the
quantity supplied) will be lower thdm bef, we hift in supply.

3.3.1. Direct impact gcost of ranw materials

As discussed above, Cu§toms andBorder Protection has found that the price
of aluminium and aluminil n% Qy1§i China was below world prices throughout

the investigation pé!é\%é

Direct intervem%r? ﬁOC in the form of taxes, tariffs, export licences
and other n‘(gaﬁ;éw likely to have impacted the supply of ARWs and the
price of ARWS thr the reduction of input prices through the impact of the
redu ed ice ofbauxite on the supply of alumina, and then the flow-through
efg{a s’Bj Byr n aluminium, then alloy production, then ARWs itself.

3.3.&?’ Subsidisation
IS

]
It is noted that Customs and Border Protection has found that Chinese
exporters of ARWs have been in receipt of numerous countervailable
subsidies from the GOC, and that evidence exists to suggest that upstream
suppliers of aluminium and aluminium raw materials have also potentially
been in receipt of subsidies.

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

¢ improving the technology used by ARW manutacturers, decreasing
the cost of production, as well as affecting the supply and hence price
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of aluminium enterprises (and upstream industries that are also likel

to have received subsidies); TNOL et
» decreasing the cost of inputs of aluminium and ARWSs through the

encouraged structural adjustment of aluminium and upstream industry

entities; and
e directly reducing input prices of products at each stage of production if

the subsidies are passed on by the recipient enterprises.

3.3.3. Conclusion — economics of supply

Customs and Border Protection preliminarily determines that the price of
ARWSs in China is likely to also have been influenced by changes in a
determinant of supply, primarily the costs of production, in both t [
and upstream markets. Customs and Border Protection considery.it is liKely
there has been a change in supply in ARWs and a consequefit’ p%;t oy
ARW prices, brought about in a significant part by the GO(XianH ce'or the
aluminium industry. It is considered that this influenceg@\ e lower
ARW prices that what would have been the case if the relevant garkets
operated without GOC intervention. % )

20 Yag

34. Conclusion — market situation ?‘}

Customs and Border Protection prelimim{ﬂﬁ%@tmg; that the price of

ARWs in China is likely to have beenynfluegded by:
¥ o5

e directy, lower input costs; an& S
* more generally, changes,in the determinants of supply in both the
ARWSs and upstrean{/industries.

Customs and Border Prf)‘iéqu cohsiders that the resultant impact on ARW
prices has been brught aboyt in a significant part by the GOC influence
within the alumjni dustry. It is considered that this influence has resulted
in significantlyy ilf%t prices to what would have been the case if the
relevant markety | pel;%ted without significant GOC intervention.

Custom8rand Boyder Protection considers that the extent of the impact of
the :&g%) “taflyences on supply are extensive, complex and manifold, and
thelx,reglilting impact on the price of ARWs is not able to be easily quantified.

However, as discussed in Section1.2.3, it is not considered that the
quantification of price effects is necessary in assessing the suitability of prices
for normal value under s.269TAC(1).

However, 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 ARWs in the investigation period, such that prices of ARWS
in that market are no longer suitable for determining normal value under
$.269TAC(1).

Customs and Border Protection therefore preliminarily considers that GOC
influences in the Chinese aluminium industry has created a ‘market situation’
in the domestic ARW market.
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APPENDIX B - ASSESSMENT OF COUNTERVAILABILITY

OF SUBSIDIES

This appendix details Customs and Border Protection’s assessment of the 56
subsidy programs investigated during its investigation.

PART | - INTRODUCTION

1.1 The Act

S.269T of the Act defines a ‘subsidy’ as follows:

‘subsidy’, in respect of goods that are exported to Ausrrajj}% ns:

(a) a financial contribution:

(i) by a government of the épuntry
of origin of those goods, g1 d
(ii) by a public body ofthal coldry, & of which that
government is a meniger; or
(iii) by a private bpdy usted or directed by that
government o1 ub‘ﬁwbod to carry out a governmental
function;, a.- 3; -

g ¢

a’ngFg;'ith the production, manufacture or

iv) a direct transfer of funds from that government or
£Y Iy to the enterprise by whom the goods are
roducéd, manufactured or exported; or
%} a direct transfer of funds from that government or
dy to that enterprise contingent upon particular
. q.$Circumstances occurring, or
(vi) the acceptance of liabilities, whether actual or
4 potential, of that enterprise by that government or
body; or
1 (vii) the forgoing, or non-collection, of revenue (other
than an allowable exemption or remission) due to that
government or body by that enterprise; or
(viii) the provision by that government or body of goods
or services to that enterprise otherwise than in the
course of providing normal infrastructure; or
(ix) the purchase by that government or body of goods
provided by that enterprise; 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 in relation to those goods.

S.269TAAC defines a countervailable subsidy as follows:
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(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 imited 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 nce;

or

() if the subsidy is contingent, whether so 1) one bf

several conditions, on the use of domestigally pipdu r
bods.

manufactured goods in preference to imp

|=4St N
(3) Subject to subsection (4), a subsidy is &or speQ{{c‘ffaccess to the
subsidy. n g
< QQU

(a) is established by objﬁct/‘ cr/ler/éf r conditions set out in
primary or subordinatefegis/a iQq of gther official documents
that are capable of veﬁqca:pn; an

(b) those crire%:‘gwoﬂdlﬂons db not favour particular

enterprises ove{'others an'a:eQ economic in nature; and
(c) those criteri Hﬂ%ﬂs are strictly acdhered to in the
adm/n/;gtlgn of t e&ubwdy,

(4) Despite the fact that access to a subsidy is established by
objective cr';zeni,g]e ister may, having regard to:
(=]

& ) the fdct.that the subsidy program benefits a limited number
gartipular enterprises; or
"N fact that the subsidy program predominantly benefits
icular enterprises; or
‘5.{C) the fact that particular enterprises have access to
- ‘{% disproportionately large amounts of the subsidy; or
Q’.‘V“ ”c# X 4} (0) the manner in which a discretion to grant access to the

subsidy has been exercised;

\IQ] determine that the subsidy is specific.

S.269TACC of the Act directs how it is to be determined whether benefits
have been conferred by a subsidy and the amount of this benefit.

Customs and Border Protection makes references to these sections
throughout this appendix.

1.2 Information relied upon

In addition to the information contained within Arrowcrest's application for this
investigation, Customs and Border Protection has had regard to the following

SEF 181: Aluminium Road Wheels China 42




PUBLIC
FILE

PUBLIC RECORD

L L
in arriving at the conclusions regarding countervailable subsidies in this* No ....................
appendix: -

* the responses from the GOC to the GQ and SGQ;

e responses to the exporter questionnaire by selected cooperating
exporters, and information gathered from and verified with these
exporters; and

¢ information submitted to Customs and Border Protection’s 2009
investigation into aluminium extrusions from China (REP148), and
Customs and Border Protection’s analysis and findings in this
investigation.

undertake a visit to the GOC to verify information contamé‘

Customs and Border Protection has decided for this mvest notsto
SGQ.

Customs and Border Protection considers the resp S O;Ee GOC contain
limited information that is by nature ‘verifiable' gs pnmaﬁ] onsists of
written responses and documentation that d9e qmol Ieplf itself to verification.
£
In making this determination, Customs a N‘B_p(r)der Ptotection considered that,
where necessary, it is more practicab conféxt of the ARW
investigation to pose additional qug§tions to t OC in the form of
supplementary government questionifiires or requests for comment, rather
than during face-to-face megtings with-GOC officials.

PART Il - ALUMINIUM‘Q\ éb;ssjnm ADEQUATE REMUNERATION
(PROGRAM 1)

Backg

The Applic Ealg that Chinese exporters of ARWSs have benefited
from the pro E,r w material (in the form of aluminium and aluminium
alloft] b?’tge G E afless than adequate remuneration.

2R

In’ bﬁﬂ@lar it was claimed that aluminium and aluminium alloy, the main raw
matergls used in the manufacture of ARws, was being produced and
suppliettby SIEs in China at less than adequate remuneration.

The definition of a subsidy under s.269T(a)(ii) includes reference to 'a
financial contribution by a government or any public body’.

The application alleges that Chinese SIEs that produce alumnium and/or
aluminium alloy are public bodies, and that a financial contribution in the form
of provision of raw material inputs at less than adequate remuneration by
these SIEs to ARW producers constitutes a countervailable subsidy.
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aluminium and/or alloy constitute a public body within the meaning of
$.269T(a)(ii) is discussed separately in this appendix.

This assessment concludes that these Chinese SIEs that produce aluminium
and/or alloy are ‘public bodies’ for the purposes of 5.2697, and the remainder
of this section continues on the basis of this finding.84

.2 Legal Basis

Customs and Border Protection 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).

3 WTO Notification

Customs and Border Protection is not aware of any
respect of this program.

na Effect of the program Qy Lbn ‘

Under this program, a benefit to exported is corierred by aluminium
and/or alloy being provided by the GOC @fough8{Eg¥at an amount
reflecting less than adequate remuneraﬂo% ué’vmg regard to prevailing
market conditions in China. 4

Customs and Border Protection’s a% ss%é’ht of what constitutes ‘adequate
remuneration’ for aluminiuggand/er allay in China is contained elsewhere in

this appendix.

1
Customs and Border Prcﬁec Snhasuested information from all Chinese
exporters in relatlorHo thelr chases of aluminium and/or alloy during the

investigation peﬁdﬁ

For each siip, y(;I‘(zaﬁhmnnnum and/or alloy, the Chinese exporters were
requlre 1o i nuf her the supplier was a trader or manufacturer of the
%e the supplier was not the manufacturer of the goods, each
ortegw. ,asﬁed to identify the manutacturer. As well as identifying the
acturers of all purchased aluminium and/or alloy, the exporters were
also aned to indicate whether these enterprises were SIEs.

Information presented by these exporters showed that SIEs were significant
suppliers of aluminium and/or alloy to ARW exporters. The GOC was
requested at questions B2(ii) to provide information about domestic
production by type of enterprise in the aluminium industry, including primary
aluminium and aluminium alloy. The GOC responded that as exporters
indicated they only used alloy in the production of ARWSs, ‘for the sake of
expediency’ the GOC restricted its response to alloy producers only.
Customs and Border Protection was therefore not provided with production

84 it were to be delermined that these SIEs are not ‘public bodies', this pragram would not meet the definition of a
‘subsidy’ in 5.2697.
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information for aluminium producers by entity type. Two of the exporters !

visited by Customs and Border Protection purchased primary aluminium an
produced their own alloys, therefore it is considered the GOC has not
provided relevant information in relation to this line of inquiry.

During its investigation of the dumping and subsidisation of aluminium
extrusions, Customs and Border Protection found that the share of total
domestic aluminium production in China by SIEs was significant. Customs
and Border Protection has no reason to expect that this situation has changed
since the aluminium extrusions investigation.

Information provided by the GOC in relation 1o alloy producers showed the
share of total domestic alloy production in China by SIEs was als_gfé’rﬁﬁ'q%:‘;am.

< ]
: » A

.5 Eligibility Criteria 4
« <
There are no articulated eligibility criteria for enterpris%éc\{/‘?@'-muminium
and/or alloy at less than adequate remuneration. { Ab >

1.6 Is there a subsidy? f n vﬁuﬁ
o

Based on the information above, Customs gnd Border}rotection considers
that this program involves a financial coqt‘ﬁibut' todhe extent that it was
0

made in connection with the productig ol SFEB m China that involves the
provision of goods (aluminium andjgr alldy) s, being public bodies, at
less than adequate remuneration. < CE=

[
As Chinese exporters use auMhium afdior alloy in their production of ARWSs,
itis considered this financig] contrifution is made in respect of the production,
manufacture or export 6?:@(} ood

public bodies agd¥e rs of ARW, Customs and Border Protection
considers tga}?g‘fl)ig f
that the gootig w 5; vided at less than adequate remuneration, as
determined by Gusteins and Border Protection.
SN

:4‘,:; t#)e\mxén‘téial contribution involves the provision of aluminium and/or
allo"){;bf?’public bodies to private intermediaries that then trade those inputs to
the eﬂy%rters of ARWs, Customs and Border Protection considers, in
accordance with s.269T(2AC)(a), that an indirect benefit is conferred in
relation to the exported goods to the extent that the benefits conferred to the
private intermediaries are passed-through to the exporters of ARWs by way of
aluminium and/or alloy being provided at less than adequate remuneration.

Where the financiaPeg'ntrith:lbn involves a direct transaction between the

| contribution confers a direct benefit to the extent

Where exporters of ARWs during the investigation period purchased
aluminium and/or alloy at less than adequate remuneration under the
program in connection with the production, manufacture or export of those
goods, it would confer a benefit in relation to those goods equal to the amount
of the difference between the purchased price and the adequate
remuneration, and the financial contribution would meet the definition of
subsidy under s.2697T.
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These benefit amounts are equal to the amount of the difference between the
purchased price and the adequate remuneration.

nz Is the subsidy a countervailable subsidy (specific or prohibited)?

As provided for in s.269TAAC(4)(a), the Minister 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 aluminium and/or alloy is a key input in the manufacture of further
processed aluminium products, it is clear that only enterprises engaged in the
manufacture of these processed products would benefit from the pyovision of
the input by the GOC at less than adequate remuneration.

For this reason the subsidy is determined to be specific. .

.8 The amount of subsidy in respect of the g

Selected cooperating exporters g;:;

0¥

Customs and Border Protection found that all ok the selected cooperating
exporters received a financial contributi n‘nhat;c g€d a benefit under this
program during the investigation perio ?ﬁtengh the purchase of aluminium
and/or alloy at less than adequate y SIEs (as public bodies), in
accordance with s.269TACC(4)(d

In accordance with s. ZGQTQ‘S@(S). The adequacy of remuneration was
determined by reference toza 'benghmark’ for adequate remuneration,
established having rega?cbtcmg prévailing market conditions in China.

In accordance with‘s%ngA‘dc(e)(d), the amount of subsidy attributable to
the benefit ha at{'rqg)hed as the difference between adequate
remunerallon % lishied) and the actual purchase price paid for
aluminium d incurred by the selected cooperating exporters in

purchaSmg th ?%ﬁéds from SIEs.

Ine ccogﬂanc@a ith s.269TACC(10), the amount of subsidy received in
respegt of ARWs has been apportioned to each unit of ARWSs using the total
sales volume of goods to which the benefit was attributable.

Selected non-cooperating exporters

For the selected non-cooperating 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.

However, considering the facts that:

* all ARWs exported from China are made using alloy (made from
aluminium);
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» asignificant proportion of Chinese enterprises that produce alumin
and/or alloy are known to be SIEs; and

¢ selected cooperating exporters purchased a significant amount of
aluminium and/or alloy from SIEs during the investigation period;

It is considered likely that selected non-cooperaters purchased aluminium
and/or alloy from SIEs and therefore received a financial contribution under
this program.

In the absence of information that demonstrates the volume of aluminium
and/or alloy purchased from SIEs by selected non-cooperating exporters,
Customs and Border Protection considers that:

e s5.269TACC (2), (3), (4) and (5) are inappropriate for dete
whether a benefit has been conferred to selected nog-Copp
exporters under this program; and ﬁ O

* $.269TACC(6) is inappropriate for determiningthe f amount of
subsidy attributable to that benefit. %ﬁ}y Ak

d

In accordance with s.269TACC(7), Customs a Egrd totection has
determined that selected non-cooperating axparters wdgld have had benefits
conferred to them under this program by this fin&i nlnbutlon and has
calculated the amount of subsidy attributablg-B that benefit by reference to
the highest individual subsidy rate of-fé &selgtted exporters (in the
absence of other reliable informatiin). ..

3 %
1.9 Do aluminium and_alloy producers SIEs qualify as ‘public bodies’
under the Act? ‘%&

As outlined earlier in thls ap§ the definition of a subsidy under s.269T of
the Act includes refQ ence 103 fmancna| contribution by a government or any

public body'. R
)7

The appllcéhon that Chinese SIEs that produce aluminium and/or

alloy ar pub chbo , such that a financial contribution in the form of less

tha e ate r rnuneratlon for raw material inputs of aluminium and/or alloy
I|e hese SIEs constitutes a countervailable subsidy.

. 9<}&éWhat are ‘public bodies’?
Deflnltlon

The term ‘'public bodies’, is not expressly defined under the Act, or the
Agreement on Subsidies and Countervailing Measures (SCM Agreement)

However, the WTO Appellate Body in United States — Definitive Anti-Dumping
and Countervailing Duties on Certain Products from China, dispute (DS379),
recently considered the meaning of ‘public body’ within Article 1.1(a)(1) of the
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SCM Agreement. The Report of the Appellate Body®® (the Appellate Body N0

Repon), circulated 11 March 2011, outlines its findings in relation to this
matter.

In ACDN 2011/27, Customs and Border Protection announced that its
countervailing investigations involving allegations of subsidies being granted
by public bodies would be conducted in accordance with the findings of the
Appellate Body in DS379.

The assessment of public bodies in this appendix therefore takes account of
the DS379 findings in arriving at its conclusions.

DS379 findings @R\t
In its findings report, the Appellate Body stated: @Aﬁ*’{;ﬂ\ I;'
<
... the determination of whether a particular congct ' a%c‘)ﬁa public
body must be made by evaluating the core fedtures ot @,entity and its
relationship to government in the narrow sensé That Sssessment must

focus on evidence relevant to the questigr of w @g‘%e entity is
ith or i vern horityRe

pal N
hd
[Emphasis added] 0, o
| N |
The Appellate Body provided furthgf?gm Janc this point as to how it can
be ascertained that an entity exerci§é§ of iSested with government

authority, outlining the following,indiciathat may help assess whether an
entity is a public body (vestgd with or exgrcising governmental authority):”
r

e  where a statute or?)nrtq% Finstrument expressly vests government
authority in thé.entity copcerned;

e where thire i3 'de'ﬁtgg that an entity is, in fact, exercising governmental
functic gy sefve as evidence that it possesses or has been vested

witgﬁgov m*qgfél authority; and

<
. ,Oa w%re‘}bgasis evidence that a government exercises meaningful control
“spver an entity and its conduct may serve, in certain circumstances, as
eh:idence that the relevant entity possesses governmental authority and
exé¥cises 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

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

86 Appellate Body Report, at 345
87 bid at {318]
88 1big
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the government exercises meaningful control over the conduct of that entit
much less that the government has bestowed it with governmental authorit?

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 relevants.

The Appellate Body went on to acknowledge (in the context of examining
state-owned enterprises in China (referred to in this paper as SIEs):%

..determining whether an entity is a public or private body may be a
comp/ex exercise, particularly where the same entity exhibj e

characteristics that suggest it is a public body, and other tharactedistics
that suggest that it is a private body.

119.2  SIEs in China generally o e

The GOC advised, in response to D2.1(b), that the falr cateqories of
enterprises with state investment are governed,by-if é‘lgnt Igws. Although
not provided in its response to the GQ for the ARWs qveshgatlon in its
response to exactly the same question in H! mv tigation the GOC
advised that the main laws governing théestgbllshm nt and operation of SIEs
are: 3 K;:g

1. the Law of the People’s Re b?ZCh/na on Industrial Enterprises
Owned by the Whole People (H§S investigation, GQ Attachment 15)
for wholly-state-owngd enterprise® (the SOA Law); and

2. the Company Law ( ‘,Q Anaﬁhment 12) in relation to the other three
categories of SIEE vQ, o

The GOC, as p _‘L?tlts GQ redponse, explained that the notion of the ‘capital
contributor’ isgqui tafthe term ‘shareholder’ of a company as used in
Company \ further explained that the term capital contributor is
a legal notm t"&?q tates the shareholding body comprising the State. The
GOC stzile thaty ational State-Owned Assets Supervision and

mmission (SASAC) and/or the provincial or local
ou

ts p orm the role of capital contributor on behalf of the State
or local people’s government respectivelyd'. The GOC has submitted
that thecmstltutlons performing contributors’ functions are shareholders in the
normal sense.9?

The GOC has advised that SASAC is the main body responsible for the
implementation of the system for the administration and supervision of state-
owned assets in accordance with the Law on State Owned Assets®3. As

89 (bid at [319]

90 ibid at 345

9 Ggoc GQ Response. response to question 1D2.7(b)
92 Goc GQ Response, response t question, D2.7(a),
93 GOC GO Response, response to question D2 8
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stated above, the responsibilities of SASAC include performing the capital
contributor functions for SIEs.

In accordance with the Company Law, a Board of Supervisors may be
established to undertake functions of scrutiny and supervision of the
enterprise®4. For a wholly state-owned enterprise, its board of supervisors
shall be appointed by the agency performing the contributor’s functions9s.
Hence SASAC for some SIEs shall appoint a board of supervisors. The
responsibilities of the board of supervisors are set out in Article 54 of the
Company Law.

19.3 The GQ and response ft
Customs and Border Protection sought extensive mformatnongu :GQ ahd
SGQ concerning the core features of SIEs producing alu m nde on
and their relationship to the GOC, which it considered nec S§ Jb.eyaluate
whether Chinese aluminium SIEs are public bodies "i[f@“ of he DS379
findings.

The GOC provided responses to both the GQ 4nd SG ‘Tﬁéfudmg multiple
requested documents. However, Customs nd Border rotection considers
that the GOC did not provide detailed resﬂons,es geveral questions posed
in the GQ and SGQ. N

<. “
The GOC did respond to certain questi t@ggrding the core features of the
SIEs producing aluminium and/or all .ga general manner with reference to
legislative and regulatory pE&/isﬁons.

¢
19.4 Key Informationboft &r’ovlged
)

As part of the GQ, [B%(i(‘)f was requested to respond to a series of
questions rega 4
o AL
. ownefsp: N7
L] vema e
-rpgrfo\rmag'ce and profits; and
gnterpnse functions

L O

of |denflyed SIEs that produce aluminium and/or alloy.

Included in the GQ was a request at Question D2.25 to describe the legal
structure of the enterprise showing the percentage of ownership by the GOC
and other entities; the ownership of all entities including subsidiaries and
parent companies, and the ownership of these entities (also indicating the
functions and roles of each associated entity including whether they are
involved in the production of aluminium, ARWSs or any other aluminium

94 GOC GQ Respunse. response to question D2.14
95 Law on State Owaed Assets, Anicle 19
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product). The GOC did not provide a detailed response to this question,
stating:

The ARW and aluminium sectors are diversified and dynamic, with a
low concentration ratio. Unfortunately the GOC has no systematic and
comprehensive and statistical data to respond to the level of detail
required by this question.

Further, at C3.11, the GOC was requested to provide the annual reports of 15
aluminium enterprises that Customs and Border Protection considered were
possibly SIEs. The GOC advised that only 6 of the listed enterprises wre
SIEs. It stated that it did not collect much of the information requested by
Customs and Border Protection and searched publicly available j
order to respond to the questions. The GOC provided the requested anfual
reports for 3 of these entities, although the 2009 annual re&lﬁ;ﬂ o?ig entity

was provided in Chinese only.

It is considered that this requested information, partuq{arly?he agnual reports
of these entities (which are at least in part owned by the GO®and it is
therefore reasonably considered that the GOC goulld Have gEcess to these
reports), would have assisted Customs and Bo@er Prdjection in its analysis
of this matter. g

19.5 Previous relevant investiga| ns %

In its reinvestigation of the subsidisatigh df2uminium extrusions exported
from China (REP175), Custor&s’and rder Protection considered the issue
of whether producers of pn ary aluminidm were public bodies for the
purpose of determining er a Subsidy exists. REP175 concluded that
SIE primary aluminium predu Qrg@‘r’:d suppliers do qualify as public bodies
under the Act. Q

The findings @(F?E 7Keré)relevant to this investigation as at least some of
the suppliees oi\_j tetial to the aluminium extrusion industry are the same
as suppllers A{gwl industry.

‘? F%I =P175 examined CHALCO, a subsidiary of a wholly state

ahy, CHINALCO. Customs and Border Protection has identified
that oH?sof the seven suppliers of aluminium to the selected cooperating
exporters in the ARWs investigation are CHALCO subsidiaries.

As background, CHINALCO owns 38.56% of CHALCO, and CHALCO
represents the largest producer of primary aluminium in China%%.

119.6 Indicia of the Appellate Body in DS379
In addition to having regard to the findings of REP 175, in assessing for the

purpose of this investigation of whether SIEs in China that produce aluminium
and/or alloy are public bodies Customs and Border Protection has again had

96 CHALCO Annual Report 2010, Attachment 51 1o the GQ
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regard to each of the three indicia outlined as guidelines for this assessm
by the Appeltate Body in DS379 below.

Indicia 1: The existence of a ‘statute or other legal instrument’ which
‘expressly vests government authority in the entity concerned’

Customs and Border Protection is not aware of any statute or other legal
instrument which expressly vests government authority in any SIE producing
aluminium and/or alloy.

As discussed above, the GOC has submitted that the key pieces of legislation
that govern Chinese SIEs are the SOA Law and the Company Law. Customs
and Border Protection has not found provisions in these laws thajlﬁ;(b_fe@sly
vest SIEs with government authority. <

. . F \11 eV
On the contrary, the GOC submitted that these enterpnses’{qpes@t in Ifne
with the general principle of separating government fugqtie §ﬁ(\)m"en erprise
management. 4 R

The GOC observed in response to Question D ZEER % g Y

The principle of separation §d§ové T eﬂ‘%luncrions from
enterprise management re ygs{é’str[c’t Separation of
government from th;g_merpf&é, tg ensure that the enterprises
themselves are the g{kef_p@yérs.’ The principle of separation
of public administrative- ietiboris and the responsibilities of
State-owned assats conlrigutors requests that public
administrative_functions of government at any level be
separated {(P the responsibilities of State-owned assets
contributors @ b’owrﬁmem at all levels. Both of the two
princibles of ‘séparation’ request GOC entities not to interfere
witbih‘g‘(z rmal Business activities of enterprises.
S npe

= 4

P

The GOC s’Qbrf?‘nt{ge%f t the major legal documents in this regard are the
Compagy LaW.and:{fé Law of Civil Servant. Article 6 of the SOA Law states
that&z&oa&ital‘éqmributors‘ functions in wholly-owned SIEs must be carried
oL” 2 b
AR - . )

<s ...based on the principles of separation of government bodies
and enterprises, separation of the administrative functions of
public affairs and the functions of the state-owned assets
contributor, and non-intervention in the legitimate and
independent business operations of enterprises.

Article 15 further requires the capital contributor to act as a market participant:

Bodies performing the contributor's functions shall protect the
rights legally enjoyed by the enterprises as the market
participants, and shall not intervene in the business activities of
enterprises except to legally perform the contributor’s functions.
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The evidence above indicates that the capital contributor is, expressly thro
legislative means, prevented from exercising government functions in the
performance of its duties.

However, Customs and Border Protection observes that these legislative
provisions relate to the role of the capital contributor, and do not expressly
prevent SIEs themselves from being vested with government authority or
exercising government functions (though, as mentioned above, no statute or
other legal instrument has come to light that appears to vest this authority).

The 2010 Annual Repon of CHALCO®7 provides one source of evidence of
the existence of a “statute or other legal instrument” vesting government
authority in CHINALCO, (CHALCO's majority shareholder, and a,wWhdily:,
owned SIE). kS

It is contended that the following agreements constitute Iegﬁl in %ymé’ﬁg that
‘vest’ CHINALCO with the authority to impose on its suBsndlans (inttuding
the CHALCO group of companies) state-prescribed ggcmg

¢ the general agreement on Mutual Provisjon Bt F;rodqgffon Supplies and
Ancillary Services; g

e Provision of Engineering, Construotj’bn aanSup rvisory Services
Agreement;

* Mineral Supply Agreement; N4
s Comprehensive Social and @:q?:{?ags Sédiices Agreement; and
¢ Mutual Supply Agreement i
Gy
Many transactions are cove(ed b);g\e same conditions as the Comprehensive
Social and Logistics Sefyiceg, Agregment, which subjects transactions to the
following pricing policy hiefar

. adoptlor}/of:pbr%'c\es pEescrlbed by the Chinese Government (state-
prescrﬁgd occ'a)
s in the‘absence of a state-prescribed price, then adoption of a ‘state-

guidance pric

gp,J}, Rere is ne:ther a state-prescribed price, nor a state-guidance price,
thken‘adoption of the market price (being the price charged to and from

< 4ihdependent third parties); and

. ‘Ilt,none of the above are available, then adoption of a contractual price
(being reasonable costs incurred in providing the relevant services plus
not more than 5% of such costs).

Although no direct evidence has been obtained of the exercise of this pricing
regime, the pricing hierarchy is prescriptive and CHALCO considers itself
bound by it.

Transactions for the supply of specialist or specific goods and services are
subject to the following pricing prescriptions:

97 GOC GQ Response. Attachment §1
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» utility services, including electricity, gas, heat and water, are supplied
at the state prescribed price,

e engineering, project construction and supervisory services are covered
by the Provision of Engineering, Construction and Supervisory
Services Agreement, which prescribed the state-guidance price or
prevailing market price,

¢ purchases of key and auxiliary materials (including bauxite, limestone,
carbon, cement, coal) from the CHINALCO Group are covered by the
General Agreement on Mutual Provision of Production Supplies and
Ancillary Services and the Mineral Supply Agreement, with the effect
that the pricing policy set out in the pricing hierarchy above i
prescribed, and

* social services and logistics services provided by the C N C
Group were covered by the Comprehensive Social AZB@
Services Agreement, which prescribes the pricing h Qg

The above agreements vest CHINALCO with governfnent \lmﬂhty to impose
state mandated pricing policies on its subsndlanes.
$
o]
Indicia 2: Evidence that an entity is, in fagt, E(erclsf g governmental
tunctions ‘vﬁ } :

Customs and Border Protection has. o neQu ePed direct evidence to
suggest that aluminium and/or allag.pn 4ucm IEs in China have expressly
been granted the authority to exercnsefg ovérimental functions (e.g. provided
for in the entity’s article of ?samatlon LBle.).

However, Customs ancK

0 dg%Pro ction observes Article 36 of the SOA
Law, which requires; Rl

rhe e ow sons; and shall conduct a transaction on a fair and paid
QaS/s and Wa/n a reasonable consideration.

{ ?}mphaérs added)

Custofq_sband Border Protection considers this direction requiring SIEs to

comply with national industrial policies, albeit related to investments in this
instance, amounts to a direction that SIEs carry out a government function,
namely the achievement of the GOC'’s national industrial policy objectives.

Customs and Border Protection considers that there is a significant body of
circumstantial evidence to suggest that SIEs play an integral and leading role
in the implementation of various GOC policies and plans in relation to the
aluminium industry.

Broad GOC policies and plans
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In Appendix A to this SEF Customs and Border Protection examined the,
various policies, plans and implementing measures that relate to the
aluminium industry, including:

the Guidelines;

the Backwards Capacity Notice;

the Directory Catalogue and the Interim Provisions; and
the Redundancy Circular

These GOC documents comprehensively outline the GOC’s aims and
objectives for the aluminium industry in China (including manufacturers of
aluminium and/or alloy). It is considered that the essential objectiv%g\jrthese
policies, plans and measures is to advance and improve the Chigese ‘Ef
aluminium industry, which is clearly a government mandate and aﬂcqtion.,

§

e
Evidence of SIE role in poli mpliance and implementatian , QF_\U’
In Appendix A, Customs and Border Protection outlin‘gmnr;%e that the

GOC actively implements and monitors the progress oits poicies, plans and
implementing measures. It is considered this agfivity is 11 Iin& with Article 36
of the SOA Law.

Customs and Border Protection observes;%e{n}?rovjsi&ns of:
ofthe State Council about

te-owned Capital and the
erprises (SASAC Guiding Opinion);™

¢ the Guiding Opinions of th&-$
Promoting the Adjustment of
reorganization of Stafg-éwned
and Y
o the Interim Measuges"for the{ Supervision of and Administrate of the
Assets of Stﬁte-OWﬁg}}‘Eht rprises (the Interim Measures);?8
>

which further indiCate that StEs have played an integral role in implementing
GOC pollcug;’igt .t

RN
The purpﬁsegfigh'é’tSASAC Guiding Opinion is to further economic reform
throggf},t adjystment of state-owned capital, reorganisation of state-owned
eq}erpris}as s'well as improvement of the mechanism of entry-withdrawal and
ratlo@\_ej;?movemenl of state-owned capital'®.

5N
This document indicates that SIEs have played an integral role in
implementing GOC policies and plans, particularly those in relation to
‘execute(ing) the spirits of the Third and Fifth Plenary Sessions of the
Sixteenth CPC Central Committee, and the Opinions of the State Council
about Deepening the Economic System Reform, namely:

98 December S, 2006, General Office of the State Council - provided in relation to REP 148, and also the HSS tavestigation

99 Referred to, but not provided as an attachment, n the response o the GQ. However provided as Attuchment 170 (o the HSS
nvestigation
100 gasnC Guiding Opinion, preamble
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e '..enhance the state-owned economy’s controlling power, influenceNo;

dr/wng force, bring the leading role of state-owned economy into T ——

play...";

e ‘...persist in strengthening supervision over state-owned assets, rigidly
enforce the procedures for property right transactions and equity
transfer, promote orderly flow, prevent the loss of state-owned assets
and ensure the value maintenance and increase of state-owned
assets’;

e ‘... persist in safeguarding the legitimate rights and interests of
workers, protect the workers' rights to enterprise reorganisation,
restructuring and other kinds of reform, and fully mobilize and protect
the initiatives of the vast majority of workers to participate inthe, reform
and reorganisation of state-owned enterprises’; f

e ‘promote state-owned capital to concentrate on major /Qg slijes a
key fields relating to national security and national e ﬁ;:: /If@// es..
and accelerate the formation of a batch of predomi pyiSes
with independent intellectual property rights, fambusb nds and strong
international competitiveness’; ‘Q

e ‘enhancing the controlling power of state;qwne eco ggmy, and
bringing its leading role into play’. ~o

The purpose of the Interim Measures is tdfést@TshjrState owned assets
supervision and management syste wts thg needs of a socialist
market economy, to better run Sta hbrlses push forward the
strategic adjustment to the layout a d s_truc( of the State economy,
develop and expand the State econo?ﬁx and realise the preservation of and
increase in the value of State/dwned aSsets'0!.

Article 14 of the Intenm‘h{gf‘smes\\{esls as one of SASAC'’s main obligations
the responsibility to:

(2) maintain-and: /mg;bve the controlling power and cgmggmlvg power
of the gg{e‘eggnomz in areas which have a vital bearing on the lifeline

aun_e_rfggqgwmz and State security, and improve the overall
quality éha‘,State economy.

o~
z{fl “@m;’?ﬁhﬁé added]

The s?bhments of Article 14 reflect those of the SASAC Guiding Opinion,
although'it is acknowledged that this Article discusses the responsibilities of
SASAC not SiEs.

In relation to the SASAC Guiding Opinion, in the HSS investigation the GOC
submitted that this is not a legally binding document (rather having the status
of a research and discussion paper), and cannot override current law.

101 jntenem Measures, preamble
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Further, the GOC submitted that the current law, as outlined in Article 7 of th FOLIO
Interim Measures, which prevents SASAC from exercising any government Ng:
functions of administrative public atfairs. Article 7 states: S —————

People's governments at all levels shall strictly abide by the laws and
regulations on State-owned assets management, persist in the
separation of government functions of social and public administration
from the functions of investor of State-owned assets, persist in the
separation of government functions from enterprise management and
separation of ownership from management.

The State-owned assets supervision and administration authority shall
not perform the functions of social and public administratiog’asstaned
by the government. Other institutions and departments uﬁd%r the':
government shall not perform the responsibilities of r41:; or a(__\‘?ﬁa -
owned assets of enterprises. % } =
+

T 0
The contradiction between Articles 7 and 14 of the Inférim ga’gures is

observed. _ 4
o, P N 4
Conclusion — Indicia 2 , ¢
V N 5

s L2
Customs and Border Protection consideré.thatsignificant evidence exists to
suggest that Chinese aluminium ind SiEs, igﬂuding those that produce
aluminium and/or alloy, play a leadfpg and_ackive role in implementing GOC
policies and plans for the developmentot thé*aluminium industry.

£ 0 Q
This development is consic{'pfred to‘ge a 'governmental function’, and it is
therefore considered the&e 'SIEs arg in fact exercising governmental

functions. ;h;%g‘ﬁ

of the GOC wés regugstec of, and not provided by, the GOC (e.g. annual
reports of Slis)%@usto'ms and Border Protection considers that further

It is noted that additioaal i;fgrﬁation considered likely to be in the possession

>

evidencg of t I\g\in’@é}or may have been observed in this omitted information.
hY
B
< : i
'q,ernce that a government exercises meaningful control over

In réié :
anentity and its conduct

Customs and Border Protection considers that sufficient evidence exists to
determine that the GOC is in fact exercising meaningful control over Chinese
SIEs generally, and SIEs that produce aluminium and/or alloy.

Aluminium industry policy implementation

As discussed above, the GOC has issued a multitude of plans, policies and
implementing measures aimed at realising its overall policy aims in relation to
the Chinese aluminium industry. Furthermore, evidence exists to demonstrate
that SIEs are leaders in the implementation of these policies and plans.
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The Guidelines for Accelerating the Restructuring of the Aluminium Industry] FOLIO S w,
(the Guidelines) are also considered evidence of the Chinese Government § \y. '
exercising meaningful control over primary aluminium producers and Pt
suppliers, whether or not they were enterprises with state investment. The

scope and degree of this control, in the circumstances, amounts to evidence

that primary aluminium producers and suppliers, possess governmental

authority and exercise such authority in the performance of governmental

functions, namely the achievement of the Chinese Government'’s industrial

development policy. The Chinese Government provided a translated copy of

the Guidelines in its response to the GQ. The government explained that the

National Development and Reform Commission (NDRC) is responsible for the

Guidelines.

The government explained that the Guidelines are a broad review:of the'r,
performance of the aluminium sector in respect of the commjf‘ﬂ?gﬁs\ma >
the Chinese Government concerning the reduction of was!é’ar;?-gollmign
from industrial operations, and aspirational slatements_[gQgLn‘ & goafs of the
aluminium industry. Accordingly, the government sufgmitted ghatjhe
Guidelines review the past performance of the ChineSe Govétnment and of
enterprises in achieving structured and sustain e[‘perogq;’f{ce.

5
The Guidelines are prescriptive in their polié@ dﬁ‘e&tionf They prescribe which
aluminium industry participants should b%.sugporle y Chinese Government

departments and entities, for exan;ige:__‘ g A
3 '{},./

gFOMinue providing financial support
to ... aluminium r%tqprise which are conformed to the state
industrial policy,credit policy and the industrial access conditions.
As to the entg, ~?p(ses. which are not conformed to the industrial
policy and mégipr’écg_eés conditions, or which have been
eliminateq by thé taws or regulations due to backward technology
or tqebg‘;[q s, thg, financial departments should not provide any
supp’brmg,-a weform. If any support has been provided to the
Q)_té?g(ifses y mistake, the financial departments should withdraw

o it S.avoid:financial risk.”

“financial departments s

5 ‘T.:E
Trlg“’é?r’é_gti&o_s&aﬁ considered highly prescriptive and designed to achieve
corupligrice by primary aluminium producers and suppliers, with the
cons‘e’gyence of a withdrawal of support for non-compliance.
]

Additionally, the impact of GOC policies on aluminium industry SIEs is further
noted in the following statements from the Form 20-F Return of CHALCO for
201002

“As a significant majority of our assets and operations are located
in the PRC, we are subject to a number of risks relating to
conducting business in the PRC,including the following:

102 Accessed al
hup:tiwww. chalgo com.en/Afimi/ 1447201 1/201 1041 6058559079742570/201 104 605564 5799590983 pdf. pd €
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* The central and local PRC government continues to exercise
substantial degree of control and influence over the aluminum
industry in China and shape the structure and development of the
industry through the imposition of industry policies governing major
project approvals, preferential tax treatment and safety,
environmental and quality regulations. If the PRC government
changes its current policies or the interpretation of those policies
that are currently beneficial to us, we may face pressure on profit
margins and significant constraints on our ability to expand our
business operations.

* Aithough China has been transitioning from a planned economy
to a market-oriented economy, a substantial portion d/ﬁ\bduct/ve
assets in China are still owned by the PRC govemVnem -,also
exercises significant control over China’s economfd‘qsoﬂtp ugh
the allocation of resources, control of paym@nts, -af obligations
denominated in foreign currencies and mopeta fid tax policies.
Some of these measures benefit the overall economy, of China,but
may have a materially adverse impact og Eg 03 )

<
“PRC Regulation Affecting the A/ inum n% Other Non-ferrous
Metal Products Industries. 9/1 “\t\l "

The central and local PR&g rnment continues to exercise a

substantial degree of co[nro) andNafiience over the aluminum and

other non-ferrous metal p o‘{ﬂ)cx:mdusrry in China and shape the

structure and deve@gmen f the industry through the imposition of

industry policies ﬁovern/ng mdjor project approvals, preferential tax

treatment ‘safety\f environmental and quality regulations,

including buﬁhof I: /!ed to the "Aluminum Industry Development

Policy", {"Notice}oq @/d/ng Opinions for Accelerating Aluminum

/ndustqal\l?ce;struc?ur/ng , "Environmental Protection Guide for

op/n lar Economy in Aluminum Industry”, "Notice of the

unc// of China on Further Strengthening the Elimination of

roducnon Capacities” and "Non-ferrous Metals Industry

‘-\Re ruc Ur/ng and Revitalization Planning”, etc. Certain existing

7 “taws. and regulations involve barriers to entry, production quotas,

™ set}fﬁg, amending or abolishing import tariffs and limitations and

N duties on the export of aluminum and certain non-ferrous metals
= and related products. 04

The above extracts further highlights to Customs and Border Protection the
fact that GOC policies, plans and measures for the aluminium industry places
constraints on SIEs, and thus meaningful control is placed over the activities,
decisions and conduct of enterprises in this industry by the GOC.

Conclusion — Indicia 3

103513
104 a5
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For the reasons outlined above, it is considered that the GOC is exercisin
meaningful control over aluminium and/or alloy producers.

The impact of these GOC measures is assessed in Appendix A.

As with Indicia 2, it is noted that additional information considered likely to be
in the possession of the GOC was requested of, and not provided by, the
GOC (e.g. annual reports of SIEs). Customs and Border Protection considers
that further evidence of this indicia may have been observed in this omitted
information.

9.8 Conclusion )

N
It is considered that evidence exists to show that at least both Indcia 2 ¥,
(evidence that an entity is, in fact, exercising governmental fy;\’q%ioﬁ an
Indicia 3 (evidence that a government exercises meaningfyf co fol GvgFan
entity and its conduct) are satisfied in relation to Chines_g_ralu\xﬂn mkand/or

alloy manufacturers. T“ 1
y N \\h

Itis further noted that the GOC was likely to beén%os%.siogdol further
information that may have assisted in Customs@nd Bq; eP Protection's
analysis of these matters and provided furtjer & idencg of indicia 1 and 2 in
particular (particularly the annual reports%f ig’eﬁgjfiad(é'lEs), but that this

information was not provided. 4 N4 A

Although not all 3 indicia have beel @ﬁwﬁis case, it is noted that the
Appellate Body in DS379 sta}ed that ‘where the evidence shows that the
formal indicia of governmepf control are"Manifold and there is also evidence
that such control has been\é_xercis" in a meaningful way, then such
evidence may permit an‘thfer ceqhat the entity concerned is exercising
governmental authqrity”.105" ’

The Appellatqu:;:)h 'S Essrﬁent at 345 of the Appellate Body Report is again
acknowledggd:k_ 4

NA TR
.‘?rdeter/:r\z{ning whether an entily is a public or private body may be a
N +Fleg ex & ercise, particularly where the same entity exhibits some
<’ characteristics that suggest it is a public body, and other characteristics
I 4 0y s .
V\; Jf)at suggest that it is a private body.

\I
It is considered that the position of SIEs that produce aluminium and/or alloy
in China are examples of entities that exhibit some public body characteristics
and some private body characteristics.

Notably, GOC submissions and evidence suggest there is a certain degree of
separation and independence of SIEs from the GOC, and that they are given
certain freedoms to behave relatively independently. However, further
evidence exists to show that these entities are still constrained by, and
abiding by, GOC policies, plans and measures.

195 Appellate Body Report. ibd, at [318)
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In noting this, Customs and Border Protection considers that sufficient  1No:......cccceeeene..
evidence exists to reasonably consider that, for the purposes of its
investigation into the alleged subsidisation of ARWSs from China, SIEs that
produce and supply aluminium and/or alloy should be considered to be ‘public
bodies’, in that the GOC exercises meaningful control over SIEs and their
conduct.

As such, Customs and Border Protection preliminarily considers that these
SIEs qualify as ‘public bodies’ under the Act.

10 ASSESSMENT OF ‘ADEQUATE REMUNERATION’ FOR
ALUMINIUM AND/OR ALLOY IN CHINA N,
After determining that SIEs that produced and supplied alunuﬁf‘qg?éhd/ F.?
alloy in China are in fact 'public bodies’ for the purposes ofidhe Act, C‘G§%)ms
and Border Protection has turned its attention to determjning etieT the
provision of goods by these SIEs conterred a benefit in respect of the goods
(i.e. whether this provision of aluminium and/or al._loly \]as at 18ks than
adequate remuneration). * Vs

In doing so, Customs and Border Protectirﬁlﬁhag’sougr}to establish an
appropriate benchmark for aluminium aﬁd/o,r’a’ﬂoy\fﬁ‘China, having regard to
the guidelines set out in ss.269TACC{4H{d)and (§Pof the Act, and Article
14(d) of the SCM Agreement. . y

R

Customs and Border Protection;has congidered the reasonableness of using
both an ‘internal’ benchma;ﬂ’(privat‘e prié'es in China) and an ‘external’ (out-of-
country) benchmark.

5 )
I110.1 The Acta scmiggeement
$.269TACC(5)10 %e Rt pidvides:
o B
For thre.r;zbhgo 's of paragraphs (4)(d) and (e), the adequacy of
_ réquneratjolin relation to goods or services is to be determined
B ving regard revailing market conditions for lik ods or services
in'the ¢ountry where th ! rQVi r

“v’.iogrghgsed.

<

<
[Emphasis added)

Article 14(d) of the SCM Agreement provides:

the provision of goods or services or purchase of goods by a
government shall not be considered as conferring a benefit unless the
provision is made for less than adequate remuneration, or the
purchase is made for more than adequate remuneration. The
adequacy of remuneration shall be determined in relation to prevailing
market conditions for the good or service in question in the country of

SEF 181: Aluminium Road Wheels China 61




PUBLIC RECORD

provision or purchase (including price, quality, availability,
marketability, transportation and other conditions of purchase or salef®

[Emphasis added]
1.10.2 Use of external benchmarks - DS257

In the WTO dispute United States — Final Countervailing Duty Determination
with Respect to Certain Softwood Lumber from Canada (DS257 dispute), the
issue of the use of benchmarks for determining whether goods were provided
at less than adequate remuneration in terms of Article 14(d) of the SCM
Agreement was examined in detail.

S
In particular, DS257 examined the circumstances under which afi_exterfal
benchmark' (i.e. a benchmark established outside of the domewgjic faarket’of
like goods) can be used. }3;1 S

11.10.3 Customs and Border Protection’s assessmmg\

Customs and Border Protection has examined i éﬂn‘crihxgsqqfthe Appellate
Body in DS257. P N

Firstly, Customs and Border Protection r@ess};he'/\'ppéllate Body's position
that an internal benchmark (i.e. priva_typkri’ s for,gellers of like goods) is the
‘starting point’ or ‘primary benchmg{k‘ for estabjishing an appropriate
ae‘;}{opremuneration.“’ﬁ
&

i < .
Customs and Border Protes‘tionyals_o notés the Appellate Body's position that
an external benchmark ywbe usd if:

~

itis first es b/ished«tﬁg‘l private prices in that country are distorted

because of the government'’s predominant role in providing those
goods 1, \%\,;}

Lo

X0 7
However, it i%ﬁted that the Appellate Body in DS257 does not limit
the use‘QLexté‘rﬁtal enchmarks to these circumstances. Although DS257
spgﬁfi“ Il'flsqn,siﬁers a situation where private prices are distorted due to the
pr’edor,g' ant'rdle of the government as suppliers in the market, it is
con?(dered that it does not limit the use of external benchmarks only to
circumstances where this is the cause of the distortion.

4

benchmark to determine the adeq

Rather, Customs and Border Protection considers that the circumstances
examined in DS257 are an example of where market distortion can lead to
the use of external benchmarks. It is Customs and Border Protection’s view
that the material point is that private prices are unsuitable due to market
distortion, not the reasons for this distortion.

.10.4 Benchmark established

106 At paragraph 90.
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Starting point - internal benchmarks

Private prices

In establishing a benchmark price for aluminium and/or alloy reflecting
adequate remuneration, Customs and Border Protection has first considered
whether prices from private enterprises in China were an appropriate basis for
this benchmark.

However, Customs and Border Protection’s assessment of the Chinese

aluminium and/or alloy market has found the entire market for aluminium

and/or alloy in China to be affected by significant influence by the GQF: during
N

{and prior to) the investigation period. (F/ 2
;\.\. N

This assessment is outlined within Appendix A of this SEFAF? ‘nsidgrie]d

that the GOC influences on the Chinese aluminium and aIlel t have

had a distorting effect on the market overall, and henc)ed)aye istortéd prices
throughout the entire market (it is considered this disi mon\@ 2ly to have !
resulted in prices for aluminium and alloy that are Iovig\han they would have

been without this GOC influence — see Appendix lﬂ) *

It is noted that this distortion is considereg-to haVB.ﬁaffe%ted the entire Chinese
aluminium and alloy market, and has therefoIé’dlstorted all prices within that !
market, whether they be from SIEs gﬂprnvatg entaiprises. For this reason,

Customs and Border Protection ce‘nsndqrs tha“tgl_i prices of aluminium and/or

alloy in China (regardless of whether-lhe Material was manufactured by an

SIE or not) to not be suntablejmdetermmmg adequate remuneration for

aluminium and alloy in Chl%‘é as b&th private and SIE prices are distorted.

It is considered that the &stoﬂmgs{%bserved in the Chinese aluminium and/or
alloy market as a result of GBC influence is another example of where market
distortion makespvg te dorue“étlc prices unsuitable for determining adequate

remuneratlon; hencg pror\/;dmg for the use of external benchmarks.

mport gnces‘l,m ,},

Cu§1on?§ aﬁd Béﬁder Protection has considered whether it would be suitable
to‘use{gmported aluminium and/or alloy prices into China as an appropriate in-
count(y benchmark.

<

However, Customs and Border Protection observes that China does not
import significant quantities of aluminium or alloy in any case (appearing to be
somewhat isolated from the global aluminium market), and none of the
selected cooperating exporters imported aluminium or alloy during the
investigation period.

Benchmark used — external price average

Benchmark selected
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After concluding that private prices in China are unsuitable for determining &t sseersee-.
benchmark for adequate remuneration for aluminium and/or alloy, Customs

and Border Protection has determined that it is instead reasonable to

construct benchmarks for aluminium and alloy using LME data at comparable

terms of trade and conditions of purchase to those observed in China. The

LME data is considered representative of prices in a truly competitive market.

As discussed in Appendix A, the aluminium alloy used in the manufacture of
ARWs is not traded on the LME. In order to derive a benchmark for alloy
Customs and Border Protection has calculated the average price difference
between aluminium and aluminium alloy as quoted on the Yangtze River
Exchange (that is, a price difference from the Chinese market), and added
this amount to the LME aluminium price. r :

Further, Customs and Border Protection has adjusted thls benz:
account of differences in delivery terms observed in Chm ex- q;rks‘I
delivered).

Adjustments to th nchmark

PR

1) Differences in quality, availability, or mad;vetai?lllty b

Customs and Border Protection conmde‘tﬁ%l?ﬁhvérjé_‘é not sufficient evidence
on the record to consider that any adjt negds to be made to its
aluminium benchmark to account fg’r’dd ren&g&rm quality, availability, or
marketability as evidence has not be p?esented to suggest significant
differences between these matters in ‘|¢na and the LME.

2) Comparative advant

Customs and BordQLP:gtg%\mn notes the Appellate Body's comments in
DS257 at Parag;a&bog th £

Itis c thajabstract, that different factors can result in one coun
aving'g ¢ rative van over another with respect to the

rb\gucﬂo}?_] of certa/n goods. In any evenr any mm@ﬂg_aq_mmaqg
Ry

reflected in the adjus tmems made to any method used for the

rmingtion neration, if it is to relate or refer to,
or be connected with, prevailing market conditions in the market of
provision.

Customs and Border Protection considers such an adjustment is not
reasonable or warranted in this case.

Firstly Customs and Border Protection notes that China does not have an
unfettered comparative advantage in producing aluminium, alloy and the
upstream raw materials of these products. Multiple identified GOC policies,
plans and measures identify that China's aluminium industry lacks
advantageous conditions.
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For example, the Guidelines state that: -

Even though there are some achievements made through macro
control over national economy, the problems relating to structural and
production of aluminum industry stand out significantly because some
structural and systematic problems, which resuit in investment booming
in aluminum industry, have not been resolved yet

The Guidelines go on to set out a number of problems in the aluminium
industry. It is considered this provides evidence to suggest that, if anything,
China may have a comparative disadvantage in certain areas when it comes
to producing aluminium and upstream inputs. *\4.\..

Secondly, Customs and Border Protection considers that, m cen

where China has developed (or is developing) a comparatwe a ta e in
producing aluminium and/or alloy, this has been heavuly{;n(geﬁ“c ﬁ“GOC
activities in the Chinese aluminium markets (by way gfpoll @S\hans and
implementing measures), which has been aimed at ¢ rcomlng the

comparative disadvantages outlined above. ' 7 a¥

This GOC influence is examined in delalljgd;\p dIXjA‘

Customs and Border Protection consj er&bat %;}:thls way, at least some of
whatever comparative advantage GhineSe aldminium and/or alloy producers

may have, is likely to have been cre’ate&by-GOC influence (and hence should
not be reasonably adjustedlgrén any c§§e

3) Delivery & /}

The LME prices are_ex- wo«spnces however Customs and Border Protection
notes that pure%ﬁ,as alum fum and alloy by the cooperating exporters were

made at deli\ﬁ‘and hglde ivered (ex-works) terms.

To calculate oynt for delivery to add to the LME benchmark price,
Custom§*3nd Boyder Protection has used the verified average delivery cost of
a#gy“ff one vgooperatung exporter (being the only exporter whose data

dwed or thig isolation and comparison) to arrive at a per tonne delivery cost
in China.

This delivery cost has been added to the adjusted benchmark prices to arrive
at a delivered benchmark price.

It is considered that this delivery cost to be reasonable as it reflects verified,
actual delivery costs for alloy incurred in China.

1.10.5 Conclusion
Customs and Border Protection considers that, in assessing whether the

provision of aluminium and/or alloy in China by SIEs was for less than
adequate remuneration an external benchmark based on LME prices during
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the investigation period, with adjustments, should be used to compare wi
exporters’ purchase prices of aluminium and alloy from SIEs.

PART Il - OTHER PROGRAMS
l. Consideration of other programs

This section sets out Customs and Border's consideration of all other alleged
subsidy programs, other than Program 1. Quantification of any benefit is
discussed at Part IV.

n2 Transitional Preferential tax policies for Tax Resident Enterprises
(Program 2)

The GOC has advised that no such subsidy program exists. ‘f“: \’

Customs and Border Protection considers that the benefits, aJP’Bgd uaedmhls
‘program’ by the Applicant may be covered by other progréms and
therefore does not consider Program 2 to be counterva;laple

<
mn3 Preferential Policies On Enterprise Income Ta{ (Progrém 3)

The GOC submits that this is a very broad descqopuon qha fﬁgt it has
responded to specific policies under each g{‘th&ivanoé other programs in the
questionnaire provided by Customs andg rder nggctlon

Customs and Border Protection has Ilmujanly decided not to pursue this
program, unless further mformaluoq;\?mes@vmbble

Cin
n4a Preterential income Ex_ufor hi-te \t)v\ enterprises (Program 4)

H
4.1 Background {}%} |
Ao

ja]

This program is admlmstrated by the State Administration of Taxation and is
implemented by local tax authaorities. It was established to encourage
domestic investment and support technology upgrading of an eligible
enterprise. .
n. 4,,‘,j )\Lle%al quis
The:\ge‘l,evant Ieglslatlon under which the subsidy is provided for is:

-\I :Enterprise Income Tax Law of the Peoples Republic of China;

ﬁegu/ar/ons on the Implementation of Enterprise Income Tax Law of
the Peoples Republic of China by the State Council

1.4.3 Eligibility of the program
Enterprises which own key intellectual property rights and satisfy the following
conditions are eligible:

¢ compliance with the scope of the Key State Supported High and New
Technology Areas;

¢ the enterprises proportion of research and development must be no
less than the prescribed proportion;
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* the enterprises proportion of income from high-tech technology "‘ow

/products/ services in the enterprises total revenue shall be no less
than the prescribed proportion;

» the proportion of the technical personnel in the enterprises total
employees shall be no less than the prescribed proportion

.4.4 Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

Where received, this financial contribution is considered to confer a benefit in
relation to eligible enterprises because of the tax savings realized. Where
exporters of ARW during the investigation period received tax savings under
the programs in connection with the production, manufacture or export of
those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under 5.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWS).

4.5 Is the subsidy a c%untervallablé subsidy?

As provided for in s. 269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises, the
specificity of the subsidy is not excepted by reference to s.269TAAC(3).
Customs and Border Protection preliminarily determines Program 4 to be a
countervailable subsidy in respect of ARWs.

o
Illsoa r\reiesg_n'ﬁal Tax Policies in the Western Regions (Program 5)

III.5.1L¢'\ Background
Y

The application alleges that ARW producers/exporters are likely to have
benefited from exemptions to income tax based upon the location of the
industry in the Western Regions of China.

I.5.2 Legal Basis

The relevant legislation under which the subsidy is provided for is the Circular
on Deepening the Implementation of Tax Policy concerning Development of
Western Regions (Cai Shui [2011] N0.58).
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1.5.3 Eligibility and etfect of the program

Eligibility is limited to both domestic and foreign-invested enterprises that
produce goods that are listed in the relevant catalogues. The catalogues
include:

s Guiding Catalogue for Industry Restructuring; Catalogue of Industries,
Products and Technology Particularly Encouraged by the State for
Development 2000;

* Catalogue for the Guidance of the Foreign Investment Industries, and

* Catalogue for the Guidance of the Advantageous Industries in Central

and Western Regions for Foreign Investment. _
AFEN
The programs also require that these items form the major business revenue
amounting to over 70% of the total business revenue. N
s

11.5.4 Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

Where received, this financial contribution is considered to confer a benefit in
relation to eligible enterprises because of the tax savings realized. Where
exporters of ARW during the investigation period received tax savings under
the programs in connection with the production, manufacture or export of
those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWS).
~ o

Illé‘.’srjbllf thg,g}ﬁ)sldy a countervailable subsidy?

< A
As provided for in s.269TAAC(2)(b) a subsidy is specific if access to the
subsidy is limited to particular enterprises carrying on business within a
designated geographical region that is within the jurisdiction of the subsidising
authority.

A subsidy is also considered specific if access to the subsidy is explicitly
limited to particular enterprises (s.269TAAC(2)(a)). For enterprises located in
the Western Regions, only those industries which are ‘encouraged’ are
eligible for the subsidy. Other companies in the designated geographical
region (being those enterprises which are not ‘encouraged’) are not eligible
for the subsidy.
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As the criteria or conditions providing access 1o the subsidy favours partichdD:.........eeee..

enterprises, being those ‘encouraged’ enterprises, over all other enterpnseT—_'—
the specificity of subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

1.6 Preferential policies for FIEs established in the coastal economic open
areas and in the economic and technological development zones (Program 6)

ll.6.1 Background

This program was established to encourage foreign investment in and~to
enhance development of coastal economic open areas and eco omlc :
technological development zones. \;

4

A
H.6.2 Legal Basis fJ) ‘/
=4 x‘t\tt

The relevant legislation under which the subsidy is provnded for are the
transitional provisions under the Notice of the State Council on the
Implementation of the Transitional Preferential Policies in respect of
Enterprise Income Tax.

<1 T o
t\b £ ASTED4
111.L6.3 Eligibility and effect of the p:ogram o
w9 L’_\\ﬂ. “
For enterprises located within coastal economic open areas and economic
and technological developmenmt zones,\gnly FIEs are eligible for the subsidy.
» >

.6.4 Istherea subilgz’?&\ \5

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

Where received, this financial contribution is considered to confer a benefit in
relation to eligible enterprises because of the tax savings realized. Where
exporters of ARW during the investigation period received tax savings under
the programs in connection with the production, manufacture or export of
those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income {profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWs).
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6.5 Is the subsidy a countervailable subsidy? FOLO S

“ecsrescesnaveserees

As provided for in s.269TAAC(2)(b) a subsidy is specific if access to the
subsidy is limited to particular enterprises carrying on business within a

designated geographical region that is within the jurisdiction of the subsidising
authority.

A subsidy is also considered specific if access to the subsidy is explicitly
limited to particular enterprises (s.269TAAC(2)(a)). As the criteria or
conditions providing access to the subsidy favours FIEs over all other
enterprises the specificity of subsidy is not excepted by reference to
s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes

that the program constitutes a countervailable subsidy. -

L7 Reduced Tax Rate for Productive FIEs scheduled Jop‘;}st;?or;egj
period of not less than 10 years: “Two years of exemption ghr‘ﬁa&/ears fifty
per cent reduction” (Program 7) Y,

d
.71 Background By

The applicant has alleged that Chinese e§p3rter of alminium extrusions
have benefited from preferential tax poiigiae_g gfor ign invested enterprises
which are provided under the Foreig erprise (FIE) and Foreign
Enterprise Income Tax Law. The agblica t ai?egéd that this program exempts

FIEs from income tax in their first rolitable years and requires them to
pay half of their applicable tax (ate for _3 following three years.

7.2 Legal Basis _SD
3y Vi

The income tax reduction and exemption for FIEs under this program is
provided for in Article 8 of the Foreign Invested Enterprise and Foreign
Enterprise Income Tax Law 1991 (the FIE Income Tax Law) which came into
effect on 1 July 1991. The program is administered by the State
Administration of Taxation and its local Branch Offices or Bureaus. it is
administered in accordance with the Implementing Rules of the Foreign
Investment Enterprise and Foreign Enterprise Income Tax Law (the FIE Tax
Regulations).

The FIE Income Tax Law and the FIE Tax Regulations were in operation
through to 31 December 2007, with transitional arrangements extending the
operation of the FIE Tax Law in respect of this program and other preferential
tax programs in accordance with the Notice of the State Council on the
Implementation of the Transitional Preferential Policies in respect of
Enterprise Income Tax (State Council Notice No 39 of 2007) until 2012.

.7.3 Effect of the program

During the investigation period (July 2010 - June 2011) the prevailing income
tax rate for FIEs was 25%.
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Under this program, from the year an FIE begins to make a profit, they ma No:
receive a full exemption from income tax in the first and second years and Al
50% reduction in income tax in the third, fourth, and fifth years. A benefit to

the tax payer is conferred in the amount of the tax saving.

7.4 Eligibility Criteria

Under Article 8 of the FIE Income Tax Law to be eligible for this program the
enterprise must be:

e anFIE,
. a ‘production orientated’ FIE,

. an enterprise which has an anticipated term of operation of at least
10 years, and

e an enterprise that has had a financial year in which it made a profit.
T -

To be categorised as an FIE the enterprise must be a Chinese-Foreign equity
joint venture, a Chinese—Foreign cooperative joint venture or a wholly foreign
owned enterprise established in China.

This program begins in the first profitable year and concludes at the end of
the fifth subsequent year. There is no deferral of the exemption or reduction
for subsequent years where the enterprise does not make a profit.

Ty ol
O

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

.7.5 Is there a subsidy?

Where received, this financial contribution is considered to confer a benefit in
relation 1o eligible enterprises because of the tax savings realized. Where
exporters of ARW during the investigation period received tax savings under
the programs in connection with the production, manufacture or export of
those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWSs).

111.7.6 Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access 1o the
subsidy is explicitly limited by law to particular enterprises. Only FIEs are
eligible for the subsidy. Other companies in China (being domestic invested
enterprises or DIEs) are not eligible for the subsidy.
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As the criteria or conditions providing access to the subsidy tavours particular”
enterprises, being those eligible production orientated FIEs, over all other
enterprises in China the specificity of subsidy is not excepted by reference to
s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

ns Preferential tax policies for FIE export enterprises whose annual
output value of all export products amounted to 70% or more (Program 8)

lil.8.1 Background

Pt e
This program is administrated by the State Administration of Taxation and is
implemented by local tax authorities to encourage foreign inzestment.

~
NP AR
1.8.2 Legal Basis Ay I;Qﬁf’ A

The relevant legislation under which the subsidy is pfgvided If\gr %z

e Income Tax Law of the Peoples Republic-of Cﬁtga,fgf/’Enterprises with

Foreign Investment and Foreign Enterpfise; -
* Rules for the Implementation of tthFor gn Erg;arprise Tax Law.
N3
.8.3 Eligibility and effect of the prog o
¥ 3 Ny 4
Eligible enterprises are export-oriented enterprises invested in and operated
by foreign businesses. oy .
*

1.8.4 Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)}, it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWs).
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111.8.5 Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours FIEs over all non-FIEs, the
specificity of subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

neg Preferential tax policies for FIEs which are technology-intensive and
knowledge-intensive (Program 9)

BASIN
9.1 Background < A
P J

This program is administrated by the State Administration of Taxation and is
implemented by local tax authorities. Its purpose is to encourage foreign
investment and the introduction of advanced technology in the old downtown
areas of cities which are located in the special economic zones, the open
coastal economic areas and the technology and economic development

zones. - i
S Y
.9.2 Legal Basis & d;b‘*o N

X,
The relevant legislation under whighﬁ%g@}t}(‘ %provided for is:

*  Rules for the Implementatioi gfithe\lnpcome Tax Law of the Peoples X
Republic of China for enterprises with Foreign Investment and Foreign i
Enterprise; = S

e Circular of the State qum/‘nf?stration of Taxation Concerning Enjoying
the Preferential Ta ation_Folicy of ‘the Two Intensive Enterprises” by
Enterprises,with Foreign’investment;

» Circular of the State ,;ldminisrration of Taxation Concerning the Tax
Prefe(éﬁtia )Ezo/ic\;:lApp/icab/e to Enterprises with Foreign Investment
with: égi;i;%wechno/ogy-/mensive and Knowledge-intensive

Projects. \y,,
'\’L\ A
n.g;3 Ell‘glbilltg' and effect of the program
LB Y

Eligible enterprises are FIEs engaged in technology intensive and knowledge
intensive activities with central production lines in the Catalogue of High and
New Technology Products of China provided that sales revenue generated by
these eligible products accounts for over 50% of the totat annual sales
revenue in the subject year.

11.9.4 Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which invoives foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.
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This financial contribution is considered to confer a benefit in relation to \
eligible enterprises because of the tax savings realized. Where exporters o N°

ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under 5.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWSs).

9.5 Is the subsidy a countervailable subsidy? 4{ JXJF}

As provided for in s.269TAAC(2)(a) a subsidy is specific if access 10 the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours FIEs over all non-FIEs, the
specificity of subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable §ubsidy.

+ 9
.10 Preferential tax policies for enterpﬂgeqvwﬁich vide employment to
unemployed people (Program 10) . *’ifl .

The GOC has advised that this prqg?la\;l‘f/vas'bséblished in 1994 under the
Interim Rules of Enterprise Income Eas-dndthat the Regulation was repealed
on 1 January 2008 with no trangitionatgeriod.

Customs and Border Protegtion is satisfied that this program ceased to
operate in its entirety prigg 18 the igg}estigation period and that any benefit
conferred under this progr QEraor'to its cessation was not applicable to the
goods during the invgstigation period.

P
.11 Preferel;\t'qil,xa)‘(\pdﬁcies for advanced technology enterprises invested

in and operated y FI{I;; (Program 11)
c.h \IJ\{L) "}'—

l.131-Bagkground

{/4 43% ‘9re
Thisipfogram was established to encourage foreign investors to invest in the
ﬁelds‘éf{J advanced technology projects.

{I.11.2 Legal Basis

The relevant legislation under which the subsidy is provided for is the Income
Tax Law of the Peoples Republic of China for Enterprises with Foreign
Investment and Foreign Enterprise.

.11.3 Eligibility and effect of the program

Eligible enterprises must be a Chinese-foreign equity joint venture recognised
as an advanced-technology enterprise with an operation period exceeding 10
years.
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FOL
1Il.11.4 Is there a subsidy? No: 0 O

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
the production, manufacture or export of all goods of the recipient enterprise
(including ARWSs).
20 V'\fD Qp

I1l.11.51s the subsidy a countervailable subgidy? ?\

LR B

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours joint venture enterprises
over all other enterprises, the specificity of subsidy is not excepted by
reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes gogtewailable subsidy.

.12 100% refurid,of income tax paid on direct reinvestment (Program 12)

The GOC ha{s‘,aé\\?i%ﬁe\a’:tgapﬁis program was established in 1991 under the
/mplemema‘_!\/bnQ ggatation of FIE Income Tax Law, which was repealed on 1
January 2008with,noAransitional period.

- %
Custom’sfiqnd B?\J';der Protection is satisfied that this program ceased to
0L N H . . n . . .
ogeyate_l,n |Y§_%ryirety prior to the investigation period and that any benefit
coﬁfg; 6d under this program prior to its cessation was not applicable to the

goods:during the investigation period.
5

13 Preferential tax policies for enterprises transferring technology
(Program 13)

The GOC submits that this is a very broad description and that a similar
preferential tax policy exists in Article 27 of the Enterprise Income Tax Law of
the PRC.

Customs and Border Protection has preliminarily determined not to pursue
this program, unless further information becomes available.

FiLE .
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.14 Preferential tax policies for enterprises making little profits (Program FOuo 56\ ’
14) M

Background

This program is administrated by the State Administration of Taxation and is
implemented by local tax authorities. Its purpose is to encourage the
development of small-scale low-profit enterprises.

Legal Basis

The relevant legislation under which the subsidy is provided for is:

¢ Enterprise Income Tax Law of the Peoples Republic of Ghiina;

e Regulations on the Implementation of Enterprise Incom Laus)

e Circular on the Preferential Policy on Corporate /no_g’\ X of»Sma//-
scale and Low-profit enterprises (Cai Shui [2009] N6

e Circular on the Continuous Implementation ofﬂ%%fe nt/a/ Policy
on the Coporate Income Tax of small-scale agid Low- Pro it enterprises
(Cai Shui [2011] No.4) an] A.A.;

Eligibility and eftect of the program d_/ ﬁ‘n ‘5

7

Eligible enterprises are enterprises making little proflt that are not engaged in
restricted and prohibited mdustrles(]and that m\g\et the following conditions:

e Industrial enterprises which have an annual taxable amount not
exceeding RMB 300,000, employ not more than 100 employees and
have a total asset of not more than RMB30 million;

* Any other enterprises with annual taxable not exceeding RMB300,000,
employ not more than 80 employees and have a total asset of not
more than RMB10 million.

pay
Is there a subsldﬁ}? f) l’

Based on lhe |nformat|0n above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what aclivities generate this income (profit)), it is considered that
a financial contribution under this program would be made in connection to
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the production, manufacture or export of all goods of the recipient enterpri
(including ARWs).

Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours enterprises making little
profit and meeting the required conditions, over all other enterprises, the
specificity of subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

A7 4
1S  Preferential tax policies for enterprises with foreign investﬁ:gnt irﬁrlthe
border cities (Program 15) ALIEN S ?-/

The GOC has advised that this program was established iﬁy 2-0nder a
series of State Council Notices, which was repealed o ~January 2008 with a
one year transitional period. The program has ceased to be Q{fe‘éﬁve since 1
January 2009. S0 N,

[
Customs and Border Protection is satisfied maghis prégram ceased to
operate in its entirety prior to the investiga;fon pegod and that any benefit
conferred under this program prior to ils‘(;g&s_gﬂon va¥ not applicable to the

goods during the investigation periodd;5 “.L\\ &
i

.16  Preferential tax policies for Fig S A ¢entral and western China

(Program 16) =7 EN
This program appears to be/a duplicate of Program 5 as it is governed by the
same legislation, contaif\ tf‘@%am‘g eligibility requirements and provides the
same benefits. {\‘ o

Therefore, Custo ?e'a d Bq?d\er Protection does not intend to countervail the
benefits from [fifs programcas those benefits would be countervailed under
Program 5o, B LV

NN
maz cQrefemé’\i;t,b\rtz«x policies for FIEs established in the Pudong area of

Shagghai (Program 17)
d N
Baé\?&i{ound
N

This program is administrated by the State Administration of Taxation and is
implemented by local tax authorities with its purpose to encourage foreign
investment and enhance development in the relevant area.

Legal Basis

The relevant legislation under which the subsidy is provided for is:
¢ Notice of the State Council on the Implementation of the Transitional
Preferential Policies in respect of Enterprise Income Tax;
e Income Tax Law of the Peoples Republic of China for enterprises with
Foreign Investment and Foreign Enterprise;
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* Rules for the Implementation of the Income Tax Law of the Peoples 10 ’6—]\@
Republic of China for enterprises with Foreign Investment and Foreign >
Enterprise. —tpesese

Eligibility and effect of the program

Eligible enterprises with foreign investment in the Pudong New Area of
Shanghai and engaged in construction projects such as airports, ports,
railways, highways, and power stations where the period of operation is 15
years or more.

Is there a subsidy? - N
Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realised. Based on the
eligibility criteria and the nature of projects eligible, Customs and Border
Protection considers it unlikely that ARW manufacturers would benefit from
this program. Customs and Border Protection has therefore not countervailed
this program.

V'[\ A4
.18  Preferential tax pollcm for dol vestvc companies and FIEs in the
western regions (Program 1 )

This program appears t ) dupligate of Program 5 as it is governed by the
same legislation, contain -the"samé eligibility requirements and provides the
same benefits. L,

Therefore, ng ar rler Protection does not intend to countervail the
benefits from this program’as those benefits would be countervailed under
Program 5. o

\
19, Pm(eren I tax policies for FIEs in the Three Gorges of Yangtze River
Eoéno (Program 19)

The OC has advised that this program was established in 1992 under a
series 6hState Council Notices, which were repealed on 1 January 2008 with

a one year transitional period. The program has ceased to be effective since
1 January 2008.

Customs and Border Protection is satisfied that this program ceased to
operate in its entirety prior to the investigation period and that any benefit
conferred under this program prior to its cessation was not applicable to the
goods during the investigation period.

SEF 181: Aluminium Road Wheels China 78




pUBLIC
FILE

FOLIO ’6\0

enesssere

PUBLIC RECORD

120 Preferential tax policies for enterprises established in poverty stricken
areas (Program 20)

The GOC has advised that this program was established in 1994 under the
Notice of State Administration of Taxation, which were repealed on 1 January
2008 with no transitional period.

Customs and Border Protection is satisfied that this program ceased to
operate in its entirety prior to the investigation period and that any benefit
conferred under this program prior to its cessation was not applicable to the
goods during the investigation period.

121  Grants for encouraging the establishment of headquarters and
regional headquarter with foreign investment (Program 21) QV;F*Q 1\‘}

Background ja ‘QL

The objective of this program is to increase global market access lmprovmg
the investment environment and promoting economic development.

d

Cly
oY

Legal Basis

™
The relevant legislation under which the subsidy is provided for is the
Provisions of Guangzhou Municipality on Encouraging Foreign Investors to
Set up Headquarters and Regional Heaqquantg_rs.
N Sy e
Eligibility and effect of the program(\
£ 8 N
To be eligible, enterprises must qualify as either ‘Headquarters’ or ‘Regional
Headquarters'. ‘Headquarters' requires that all operations and management
of an enterprise’s investments in China and internationally are controlled by
one facility. There can only be one facility located in the Guangzhou
Municipality.
‘Regional Headquarters' requires that the enterprise’s facility controls
operations and management of some or all of its investment located within a
certain Erea of China.
_4 1
4 \Y 10
Is\%hely a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. if exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.
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Due to the nature of the grant, (i.e. to encourage the establishment of
company headquarters that would reasonably be used to administer all or
multiple activities of the company), it is reasonable to consider that a financial:z-+-
contribution received under this program by ARW manufacturers could be

made in connection to the production, manufacture or export of ARWs.

Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours qualifying enterprises, over
all other enterprises, the specificity of subsidy is not excepted by reference to
s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy. 0Ny

. G
122 Preferential tax policies for FIEs in State high o ngw teghnology
industrial development zones (Program 22) D T

g
ﬁﬁ o] Vf\, 0{7
Background ? [ul
: . . I j ) .
This program is administrated by the State 'Ad&ylrﬂsgg;fon of Taxation and is
implemented by local tax authorities witr‘ﬂgp rpose of encouraging foreign

investors to invest in the fields of hi\?ﬁfa}r‘tpe\@‘ecmology and to promote the
development of high or new techna| g‘%x qdfgt:?’in China.
N

Legal Basis =] ¥
alZ

The relevant legislationain 6t which) the subsidy is provided for is:
¢ Income Tax Law okthePeoples Republic of China for Enterprises with
Foreign Inve%,tment\a‘qg Foreign Enterprise;
s Rules }oﬂl;fe m\Plefﬂemat/‘on of the Foreign Enterprise Tax Law;
s Noticepf theeStatg*Council on the Implementation of the Transitional
Prefe{g al Pglicies in respect of Enterprise Income Tax

= RE
Eligibilit):and attect of the program

N e
Chinese-foreign equity joint ventures recognised as new and high technology
enter‘pﬁises and established in new and high technology industrial
development zones approved by the State Council, with the operation period
exceeding 10 years.

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.
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This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is reasonable to
consider that a financial contribution received under this program by ARW
manufacturers could be made in connection to the production, manufacture or
export of ARWSs.

Is the subsidy a countervailable subsidy? (f;!"‘\r "Ef

As provided for in s.269TAAC(2)(a) a subsidy is specific if a
subsidy is explicitly limited by law to particular enterprises. Q@g 3] cutena or
i

conditions providing access to the subsidy favours jointue entery prises,
over all other enterprises, the specificity of subsidy is' ot ted by
reference to s.269TAAC(3). . J]

—

Based on the available information, Custom and Border Protectlon concludes

that the program constitutes a countervalla)ble subsnd!n_
, :

m T
23  Preferential policies in industrial z Yin China including Economic &
Technological Development Zonos hA& New Technological
Development Zones (High Tech Pén ), g Processing Zones (EPZ),
Special Economic Zones (SEZ), Free Trade Cooperation Zones (FTZ), Industrial
Zones (1Z) and Export Pr iRg ZonesYEPZ) (Program 23)

The GOC submits that the escn ﬁbn of this program is broad and vague.

Customs and Border Protedtj oﬁ%‘onsnders that benefits available under this
program as allege&by the Applicant may be duplicated in other investigated
programs.

Customs and

assess whethgr
N -

N
n2g4 RP?éte{rfgﬁal policies in Xin Zhuang Industrial Zone, Shanghai (Program
24

Y
er Rrofection considers insufficient information exists to
:nofithis is a countervailable program.

The G@Q submits that the description of this program is broad and vague and
has difficulty understanding what program is alleged under the catch-all
description of a variety of “preferential policies”.

Customs and Border Protection considers insufficient information exists to
assess whether or not this is a countervailable program.
25  Preferential policies in Shanghai (Program 25)

The GOC submits that the description of this program is broad and vague and
has difficulty understanding what program is alleged under the catch-all
description of a variety of “preferential policies”.

Customs and Border Protection considers insufficient information exists to
assess whether or not this is a countervailable program.
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26 Preferential policies in Weihai Economic Development, High-tech :2“0 ?)5

Industry Development and Export Processing zones, Shandong province! 4
(Program 26)

The GOC submits that the description of this program is broad and vague and

has difficulty understanding what program is alleged under the catch-all

description of a variety of “preferential policies”.

Customs and Border Protection considers insufficient information exists to
assess whether or not this is a countervailable program.

27  Tax incentives for manufacturing FIEs in Jiangsu Province (Program
27)

=
The GOC submits that the description of this program is broad afague and
has difficulty understanding what program is alleged under thgrc cp-all
description of a variety of “tax incentives”. R \ 4

Customs and Border Protection considers insufficient mform%fﬁ e)dsts to
assess whether or not this is a countervailable progr.

28 Preferential tax in Guangzhou, Guangd ong pm@ce (Program 28)

The GOC submits that the description of thig plhgram broad and vague and
has difficulty understanding what prograrq—as all ggd L{/der the catch-all
description of a variety of “preferential péI‘Lmesv

Customs and Border Protection coné ders u%ut}mnent information exists to
assess whether or not this is a coﬁr(%zalLaJe program.

29 Patent Award of Guiibaong Province (Program 29)

Background < ‘(h]‘g\

This purpose of thls program'is to encourage innovation and the generation of
associated pateﬁt The.prdgram is administered by the Guangdong Province
DepanmenLo’?lnte Te‘:ﬂjai’Property and Department of Personnel.

Legal Basls 2 Y

TQE releyaht‘ Ieglslatlon under which the subsidy is provided for is the 2009
Guaggt!ong Patent Award Implementation Proposal.

Ellglbility and effect of the program

An application under the innovations and utility models patent head must
establish that the product in question:
. is skilfully constructed and innovative with high creation and
technical level,
e  contributes to technical improvement and creation.
. the patent has created or have the potential to bring significant
economic or social benefit;
. the patent holder has significantly protected the patent.

An application under the industrial design head must establish that:
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colour;

. application of this industrial design has brought or has the potential
to bring significant economic or social benefit; and

o the patent holder has significantly protected the patent.

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to reward the granting of a patent for an
advanced product) it is reasonable to consider that a financial contribution
received under this program by ARW manufacturers could be made in
connection to the production, mangfacture or export of ARWs.

Is the subsidy a countervallable suﬁsndy?

As provided forin s. 269TA AC(2 aka subS|dy is specific if access to the
subsidy is explicitly limi b law t pamcular enterprises. A grant under this
program is limited Sg quali g mduct patents.

As the criteria or,@onqu'g)\rjs rovndmg access to the subsidy favours particular

enterprises, béi ing tho d recipients, over all other enterprises, the
specificity ot-s\ut;q_) y |slnot excepted by reference to s.269TAAC(3).

Based on the avaulable information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

A
lIl.30~ ;i Termination of tax refund policies for FIEs on their purchase of
doméﬁg}_c);ally manufactured equipment (Program 30)

The GOC submits that this program was terminated on 31 December 2007
under the Circular of the State Administration of Taxation concerning
Stopping the Implementation of the Policy of Enterprises Income Tax
Deduction and Exemption for Investment by Purchasing Domestically
Produced Equipment.

Customs and Border Protection is satisfied that this program ceased to
operate in its entirety prior to the investigation period and that any benefit
conferred under this program prior to its cessation was not applicable to the
goods during the investigation period.
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.31  Tariff and VAT Exemptions on Imported Materials and Equipments NO
(Program 31)

Background

The policy objective of this program is to attract foreign investment and to
encourage domestic investment, and the introduction of foreign advanced
technology equipment and industry technology upgrades.

Legal Basis

The relevant legislation under which the subsidy is provided for is the Notice
of the State Council Concerning the Adjustment of Taxation Policies for
Imported Equipment.

Eligibility Criteria Y o

To be eligible for this program the enterprise must be an FIE:

. with the equipment relating to the project concerned must align
with projects listed in the ‘encouraged’ category of the Catalogue
for the Guidance of the Foreign Investment Industries,

. the equipment must be for the applicant's own use and the value of
the equipment must be within the total amount of investment in the
foreign project;

or the enterprise must be a DIE

o R

(o
. with the equnpment relatlnq to the project concerned must be listed
in the Current Catalogue of Key Industries, Products and
Technologies the Development of which is Encourage by the State;

. the equipment must be for the applicant’'s own use and the value of
the equipment must be within the total amount of investment in the
dgmestic project;

Is twé’%subs gy?

Based on the mformatlon above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves foregoing, or
non-collection, of revenue due to the GOC by eligible enterprises in China.

This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

It is Customs and Border Protection’s understanding that certain equipment
used in China by ARWs manufacturers is imported.
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It is considered that, depending on the nature of this imported equipment, a
financial contribution made under this program could be made in relation to
the production, manufacture or export of ARWs.

Is the subsidy a countervailable subsidy?

As provided for in $.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. Customs and
Border Protection concludes that FIEs constitute a set of particular
enterprises.

Whilst certain domestic enterprises are eligible to receive VAT and tariff
exemptions under this program as well as certain FIEs, the reach or the
particularity of enterprises is not sufficiently broadened to render the program
non-specific. For these reasons the subsidy is specific.

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsid‘x P “
.32  Full refund of VAT to FIEs on purchasin unused doqpshc equipment
with currency in China (Program 32) §

A

A »

7 N
Background <o
This program encourages foreign (lj;[m a\pr&eetgo use domestically-
manufactured equipment and is a J\tgtéreqby local branch offices of the
State Administration of Taxatlon ,,
>

Legal Basi

egal Basis .
The relevant legislation under which the subsidy is provided for is the Notice
of the State Administration of Taxation and the National Development and
Reform Commission on Printing and Distributing the “Trial Implementation
Measures on Tax Refund Administration for the Purchase of Home-made
Equipment for Foreign-funded Projects” No. 111 [20086] of the State
Administration of Taxation.

1. 3¢
2N

Ellghbility Critéria

To be eligible, enterprises must be considered as foreign-funded enterprises,
which are defined to include Chinese-foreign joint venture enterprises,
Chinese-foreign cooperative enterprises and wholly foreign-owned
enterprises. Criteria relating to enterprise equipment must also be satisfied to
qualify for the program.

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the laws governing this program mandate a financial contribution by the
GOC, to the extent that it is made in connection with the
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This financial contribution is considered to confer a benefit in relation to
eligible enterprises because of the tax savings realized. Where exporters of
ARW during the investigation period received tax savings under the programs
in connection with the production, manufacture or export of those goods it
would confer a benefit in relation to those goods and the financial contribution
would meet the definition of subsidy under s.269T.

It is Customs and Border Protection's understanding that certain equipment
used in China by ARWs manufacturers is domestically-manufactured.

It is considered that, depending on the nature of this domesticall = .
manufactured purchased equipment, a financial contribution made underthis
program could be made in relation to the production, manuﬂt:?:ﬁﬁg rt of

ARWSs. b D D
Is the subsidy a countervailable subsidy? ’ %1

- -
As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours foreign funded enterprises,
over all other enterprises, the specificity of subsidy is not excepted by
reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

7 ¢
.33  Preferential tax treqf’r’nent for casting and forging products (Program
33) RN

-
The GOC has advi§ed that® is"prrogram was established in 2003 under the
Interim Regulation o&gn!emr@e Income Tax, which was repealed on 31
December 2985\}“vhh na_ rgh)sitional period.
Customs ahc&éo@\er rotection is satisfied that this program ceased to
operate.in its éntirety, prior to the investigation period and that any benefit
conf r;e@underphis program prior to its cessation was not applicable to the

godds Z}}ﬁn\gm‘e’investigaﬁon period.

m Lw‘l Preferential tax treatment to dies products (Program 34)
S
The GOC has advised that this program was established in 1997 under a

series of notices of the State Administration of Taxation, which expired on 31

December 2008.

Customs and Border Protection is satisfied that this program ceased to
operate in its entirety prior to the investigation period and that any benefit
conferred under this program prior to its cessation was not applicable to the
goods during the investigation period.

SEF 181: Aluminium Road Wheels China 86




TPuBLC
FILE
PUBLIC RECORD FoLo ?/%

135  Matching Funds for International Market Development for SMEs [ No:..
(Program 35)

LIITYTRVRYY o

Background

This purpose of this program is to support the development of SMEs and
encourage their export-readiness through capacity building to reduce the risks
confronted by SMEs.

Legal Basis

The relevant legislation under which the subsidy is provided for is lhe
e Circular concerning the Printing and Distributing the Mea fBsfor,
Administration of International Market Developing Funds Sma/f nd
Medium Sized Enterprises;
o Detailed Rules for the Implementation of the Measdr S f E o
Administration of International Market Developing:Fi nds of Sma/l and
Medium Sized Enterprises for Provisional /mpt:uen

Eligibility and effect of the program e

3 17
SME enterprises meeting the following crilena N [;b

. legal personality according to wad?
capacity to manage an imgort oNgxpart business;
exports in the previous ¢ ear o¥45 WOOO US dollars or less;
sound financial manage t’syst’éms and records;
employees who specialise intforeign trade and economic business
who possess thd,basic sillls of foreign trade and economics; and
. a solid marke{:g glopr}a nt plan to open up new and emerging
mternatlonal mal

Is there a subgdy? q

B 4-\_-_P '“
Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. a grant to enterprises who export to
encourage this function) it is reasonable to consider that a financial
contribution received under this program by ARW manutacturers could be
made in connection to the production, manufacture or export of ARWs.
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Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours qualifying SMEs, over all
other enterprises, the specificity of subsidy is not excepted by reference to
$.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.36 Innovative Experimental Enterprise Grant (Program 36)

Y
Background ‘f‘u =,

$

This purpose of this program is to accelerate technology de “ﬁeloﬁmedy
Zhejiang Province. g \._,q,

(ZASIN
i b

Legal Basis % o <

The relevant legislation under which the subsidgis provsdad:fgr is the Work

Implementation Scheme of Zhejiang Prownce 0 Settlffig Up Innovative

Enterprises. N P % %
Eligibility and effect of the program, 1. 47

Eligible enterprises located in Zhejiahg Province and those that are:

. independent econqm)c enti les with reasonable asset-liability
rations, consiste o\ earnmgs oVer the past 3 years, with an
increasing m ~E’5share

. well placed to ~?‘(ak,e"“research and development activities with
a provnnqual or new(and high-tech technology centre available and

elanons s with colleges and scientific research centres;

. mv%m Iea 5% of annual sales income;

. usi 1g‘ﬁtelletctual property rights to protect major products; and

. o) strof mmltted to technological innovation and protection with

an \.\prevfgj s technological achievements.
A AN
Is theré)a subs:dy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.
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Due to the nature of the grant, (i.e. to encourage technological development; No:
of products) it is reasonable to consider that a financial contribution receive:
under this program by ARW manufacturers could be made in connection to
the production, manufacture or export of ARWs.

Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises,
being those fund recipients, over all other enterprises, the specificity of
subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.37  Special Support Fund for Non-State-Owned Enterp rggram 37)

Background 4{;:%%
The GOC advised that it is unaware of this pro ?am andundble to distinguish

its features from the limited information pro id

Legal Basis ‘{ A"

g
The relevant legislation under whic the subsﬂ{ls provided for is Notions
Concerning Accelerating the Growtﬁ—oﬂhe‘Non state-owned Economy.

Eligibility and effect of thé%rogram ®
Non-SOEs located in Yu'ﬁ‘gg‘agoyn ce
Is there a subsldy‘?t]\

LT J/”

Based on the mformallon above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benéefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Is the subsidy a countervailable subsidy?

As provided for in 5.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours non-state-owned
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enterprises, over all other enterprises, the specificity of subsidy is not FJLIO 2/\5 |
excepted by reference to s.26STAAC(3). FOliiieiienenseneenees :
s 1y el

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.38  Venture Investment Fund of Hi-Tech Industry (Program 38)

Background

This purpose of this program is to encourage the development of high and
new technology industry in Chongging

Legal Basis

The relevant legislation under which the subsidy is provudedfior rg\:y#r of
Chongqing People's Government Office on Temporary AdWipi aﬂ

Measures on Venture Investment Fund of Hi-tech Industiz ig ongqmg
L e
Eligibility and effect of the program a0 \T<r,: b
-
High-tech programs of the venture investm %nd muit be located in the
High-Tech Zone or the High-Tech Park o e new No ern District. In

addition, the program must meet the followmg*condltons

. have a leading technolo <fg)’c(ar poslli r](fJ its field, and sufficient
experience to enter the ta&atnon development phase
(industrialisation program ith intellectual property rights are given
priority); \1

. the product musfbe of High quality and have potential economic
benefit to the éollﬁ&tlv_e,development of the Chongging High-Tech
Industry Zone; ©

. the department supporting the program must have good credit,
exce"er)\'h 0 exauéh mechanisms and strong innovation abilities;

s theent rprise must have good legal standing; and

*. thm;gtﬁl\lnylé’stment must be RMB 100 million or more.

|
Is thére\?s\tfbsidy?
&

Based on the information above, Customs and Border Protection considers

that the grant provided under this program is a financial contribution by the

GOC, to the extent that it is made in connection with the

production/manufacture of ARW from China, which involves a direct transfer

of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage technologica! development
of products) it is reasonable to consider that a financial contribution received
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under this program by ARW manufacturers could be made in connection
the production, manufacture or export of ARWSs.

Is the subsidy a countervailable subsidy?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises,
being those fund recipients, over all other enterprises, the specificity of
subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.39  Superstar Enterprise Grant (Program 39)
QP

Background

This purpose of this program is to encourage enterpr{es to"gc i
exceptional business performance.

<!'
Legal Basis ? & 00
The relevant legislation under which theﬂsb J» |slprowded for is Measures
for Assessment and Encouragemem slaﬁfnterpnses and Excellent

Enterprises. q{’ \)uay
N

NAS

Eligibility and effect of the prograrh’&
Yo

The output scale of the enterpnse qwst meet one of the following criteria:

*  business mcom% k{p&chrrent year not exceeding CNY3.5 billion
and sala(sL
. reven wu(%m the city exceeding CNY2 billion;
in the city exceeding CNY2.5 billion;
. ‘reve je wnhm the city exceeding CNY 1.5 billion where the
|nc$q .q ‘sales revenue between 2007 and 2008 was more than
<rf}{SO% énd the increased paid up tax between 2007 and 2008 was
mega)than CNY10 million; or
revenue from self-export of current year is more than USD150
million.
(b) The enterprises accumulated industrial input between 2006
to 2008 must have exceeded RMB 150 million;
(c) The enterprise must be profitable, and its paid up VAT,
consumption tax, income tax, business tax, city construction
tax and education supplementary tax must exceed RMB 30
million.
(d) The enterprise must not have suffered environmental or
unsafe production
accidents (or other illegal incidents) in the current year.
(e) If the enterprise is not a SOE, it must have passed the
‘Five- Good Enterprises’ assessment conducted by county or
district.
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Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage overall business
performance) it is reasonable to consider that a financial contribution received
under this program by ARW manufacturers could be made in connection to
the production, manufacture or export of ARWs.

o

Is the subsidy a countervailable subsidy? . D> ’\J . _Af!

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises,
being those fund recipients, over all other enterprises, the specificity of
subsidy is not excepted by reference to s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

140  One-time AwardS't EQterp,ﬁses whose Products Qualify for ‘Well-
Known Trademarks.of China:xand ‘Famous Brands of China (Program 40)

Background.‘

This purpose‘qité:pggram is to foster scientific development and

encouraga inveSiment by enterprises in branding and marketing. The GOC

hag adwsetﬂ_haﬁwo provincial level programs exist that meet this description
« ¥,

an haye responded on the assumption that these are the intended

programs.
<
Legal Basis

The relevant legislation under which the subsidy is provided for are:

* Notice Concerning Printing and Distributing the Implementation
Measures of Commending and/or Awarding to Industrial Enterprises of
Guangxi Zhuang Autonomous Region Whose Products are Famous or
Well-known;

e Decision Concerning Commending and/or Awarding to Enterprises of
Guangdong Province Whose Products Qualify for the Title of “China
Worldwide Famous Brand", “China Famous Brand", or “China Well-
known Brand".
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The GOC submits that the first of these was terminated in 2009 as set out in ~
Notice of terminating Implementation Measures of Commending and/or
Awarding to Industrial Enterprises of Guangxi Zhuang Autonomous Region
Whose Products are Famous or Well-known.

Eligibility and effect of the program

Eligible enterprises are:

e enterprises whose products qualify for the title of ‘China Worldwide
Famous Brand’;

* enterprises whose products qualify for the title of ‘China wellkaown
brand’ and/or ‘Famous Trademark (China famous Trademé}k)';*“?

B
. a4 Vb
Is there a subsidy? a4 IS
y & ,J \«7"7

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient ;
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies |
under the programs in connection with the production, manufacture or export ;
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage scientific development and
investment in branding and marketing) it is reasonable to consider that a
financial contribution received under this program by ARW manufacturers
could be made in connection to the production, manufacture or export of
ARWs.

Where received, this financial contribution is considered to confer a benefit to
recipient manufacturers of ARWs because of a direct transfer of funds from
the GOC.

Where exporters of ARWS during the investigation period received grants
under this program, this would therefore confer a benefit in relation to ARWs,

Is the subsidy a countervailable subsidy?

As provided for in s.268TAAC(2)(a} a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises,
being those fund recipients, over all other enterprises, the specificity of
subsidy is not excepted by reference 10 s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.
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.41 Technology Assist (Program 41) cerveanssesapene=t

Background

This program was established in July 2008 to:
e Enhance the capability of independent innovation;
e Accelerate the integration of informalisation and industrialisation;

¢ Promote the transformation of development pattern and the
optimisation and upgrade of industrial structure;

e Encourage the rapid and sound development of industrial economy
[PE

This program was one of the additional programs identified through a
response to the exporter questionnaire of Pilotdoer. Customs and Border
Protection asked further questions of the GOC in relation to this program in
the SGQ. The SGQ responded that it was unable to provide a complete
response due to insufficient time.

Based on the evidence received at the visit to Pilotdoer, Customs and Border
Protection makes a preliminary determination that this program is
countervailable in respect of ARWs, subject to receipt of further information
from the GOC. .

42  Export credit insurance assilstargge (ﬁ\brogrym 42)

N~ Dy
Background « ¥

<+
This purpose of this prograﬁ'ls to gncourage enterprises to expand into the
international market, andto- nelp th_gm with any exposure to exchange
fluctuations. \n

Legal Basis &jch h

The relevant Jegj Iatlog\“u‘ﬁder which the subsidy is provided for is the Interim
Measurg for P inistration of Support Development Funds of Export Credit
/nsuran?fa of Ningb City.

£,
Elfglblllfy and’/ tect of the program

Ellglble enterprises are qualified export enterprises that also meet the
following requirements:

* qualified as an independent enterprise legal person registered in
Ningbo City, which engages in the business of export and import;

e covered by the export credit insurance from the domestic insurance
agency, and paid the relevant premium;

¢ not having committed any unlawful act in foreign trade business,
financial and taxation business, foreign exchange administration and
customs supervision.
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Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage export) it is reasonable to
consider that a financial contribution received under this program by ARW
manufacturers could be made in connection to the production, manufacture or
export of ARWSs.

» b= T4

Is the subsidy a countervailable subsidy? 5 0y , Af

As provided for in s.269TAAC(2)(a) a sub5|gy §pecnl if access to the
subsidy is explicitly limited by law to parucular entému es. As the criteria or
conditions providing access to the sub5|d)*\t§f/our§-export enterprises, over all
other enterprises, the specificity of sGBscqy Is gob'excepted by reference to
$.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervallable subsidy.

M43 Low Charactenﬁfk: Indy SME Development Funds (Program 43)

N

<
¥

Background ;a? a

The purpos’g of‘t§1 prgram is to support technology advancement, energy
consen@tlon‘an sion reduction and coordination of SMEs located within
the CGara_ctensﬂ Industrial Cluster Areas of Ningbo City, and to promote the
str‘xucfuraj adjustient and optimisation of the industry.

Legak-gasns

N
The relevant legislation under which the subsidy is provided for is the Notice
of Issuing “Measures fro Local Characteristic Industry SME Development
Funds of Ningbo City".

Eligibility and effect of the program

Eligible enterprises must meet the following criteria:

¢ Located with the recognised industry base of city level, or a key SME
public service platform of city level,

¢ Qualified as a SME according to the relevant regulations of the State
which are in effect;
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F
¢ Have an independent qualification as a legal person, sound financd NO:.....cceessezesese
management system, correct and complete accounting information,
sound credit for tax payment and good bank credit;
¢ The reported project must meet the requirements of Ningbo City on the
structural adjustment and optimisation of the industry and must fall with
the five areas to be supported,;
» The reported project has not been supported by other policies of the
State or Ningbo City for the same industry.

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage technological development
of products, and environmental improvements) it is reasonable to consider
that a financial contribution received under this program by ARW
manufacturers could be made in connection to the production, manufacture or
export of ARWs.

o B
Is the subsidy a counteqfnlaglgsubsldy?

As provided for in g?{gQTAA%Q)(a) a subsidy is specific if access to the
subsidy is exp]';&llr;qimngdvb? law to particular enterprises. As the criteria or
conditions p_{b iqi g access to the subsidy favours particular enterprises, over
all other enterpr] %&th’e specificity of subsidy is not excepted by reference to
$.269TAAC(3)™ e

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

J\
.44 “Assistance for Closing Down Small Thermal Power Units in Zhejiang
Province (Program 44)

Background

This purpose of this program is to encourage the closin%down of small
thermal power units in Zhejiang Province during the “11™ five year” period, in
order to eliminate the backward production capacity and to promote
adjustment and optimisation of the structure of the power industry.
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Legal Basis

The relevant legislation under which the subsidy is provided for is the
Measures on Managing Collection of Capacity Fee for Closing Down Small
Thermal Power Units in Zhejiang Province.

Eligibility and effect of the program

Eligible enterprises must meet the following criteria:

* The enterprise must be registered in accordance with law;

¢ The small thermal power units to be closed down must be coal- fvred
power plants, generator units or fuel power plants list in the “11" " five-
year” closing down responsibility commitment agreement rsué‘Ql to
which the enterprise promises to undertake the close-dow

¢ The small thermal power unit must have been originally cb’nst cted
with authorisation from the relevant authority; 4

¢ The small thermal power units that are closed t have been
stopped and dismantled on-site within the timesallo d And must not
have been rebuilt in a different place;

* The capacity of the units closed down mﬁ'st be ¢ nftrmed by relevant
authority and used for purpose of “S| naDa YalXiao”, and

¢ The closing down requirements ojd rel?@bﬁ“ovmmal authorities
must also be met.

iH ‘L‘A’ A
Is there a subsidy? i

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

The nature of the grant is to close down small thermal power units. Customs
and Border Protection has observed that some ARW enterprises in China
generate their own electricity to manufacture their products, therefore it is
reasonable to consider that a financial contribution received under this
program by ARW manufacturers could be made in connection to the
production, manufacture or export of ARWs.

Is the subsidy a countervailable subsidy?
As provided for in s.269TAAC(2)(a} a subsidy is specific if access to the

subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises, over
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all other enterprises, the specificity of subsidy is not excepted by referen
s.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

45 Technology Assist — New Products (Program 45)

Background

This program was established in October 2010 to:

o Accelerate the adjustment of industrial structure and the transformation
of development pattern;

¢ Optimise the development environment of industrial economy;

« Continually improve a comprehensive, competitive and sustainable
development capability;

¢ Promote the rapid and sound development of igdustriﬂ economy

This program was one of the additional programs identified through a
response to the exporter questionnaire of Pilotdoer. Customs and Border
Protection asked further questions of the GOC in relation to this program in
the SGQ. The SGQ responded that it was unable to provide a complete
response due to insufficient time.

Based on the evidence received at the visit to Pilotdoer, Customs and Border
Protection makes a preliminary determination that this program is
countervailable in respect of ARWs, subject to receipt of further information
from the GOC. v 5

46 Govemment |no§m§ée fof'the top taxpayer of the year — Qinhuangdao

City (Program 46) >
SIS

Backgroundug
'\fq N

This purg‘ose o}%ﬂ?program is to:

wSpgbg_rﬁd and strengthen the development of enterprises;
\‘}’\-.“ Edstera number of top taxpayers;
0“<1§unher expand the source of financial revenue;
* Pfomote the rapid and sound development of Haigang District in
Qinhuangdao City

Legal Basis

The relevant legislation under which the subsidy is provided for is the Tria/
Measures on Incentives for the Top Taxpayer Enterprises in Haigang District.

Eligibility and effect of the program

The Program is open to all industrial, commercial, and construction and real
estate development enterprises, with the incentives given to the top ten
taxpayers in each year.
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The enterprises must also meet additional requirements to access the rew J db:.,.," :

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to reward enterprises based on their
income tax, the liability for which is generated across all business activities) it
is reasonable to consider that a financial contribution received under this
program by ARW manufacturers could be made in connection to the
production, manufacture or export of ARWSs.

Where received, this financial contribution is considered to confer a benefit to
recipient manufacturers of ARWs because of a direct transter of funds from
the GOC.

Where exporters of ARWS during the investigation period received grants
under this program, this would therefore confer a benefit in relation to ARWs,
"‘f

Is the subsidy a countemgﬁablg\gubsldy?
aliap

As provided for{ig_é?é@pTAAz&-Z)(a) a subsidy is specific if access to the
subsidy is engcntl ‘li{gﬂggxﬁy law to particular enterprises. As the criteria or
conditions provigipg access to the subsidy favours particular enterprises, over
all other en‘tléhiri'seéﬁt e specificity of subsidy is not excepted by reference to
s.2691AA$(3). \5

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.47 ‘Financial Support from China Postdoctoral Science Foundation
(Program 47)

Background

This purpose of this program is to:

¢ Fund excellent post-doctoral studies that have innovation capability
and development potential;
* Promote the completion of innovative research in scientific work.
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The relevant legislation under which the subsidy is provided for is the Circular=—
on Printing and Distributing the Funding Regulation of China Postdoctoral

Science Foundation.
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Legal Basis

Eligibility and effect of the program
The Program is open to post-doctors in the workplace.
Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under 5.269T.

Due to the nature of the grant, (i.e. encourage post-doctorate students in
workplaces to improve innovation and research) it is reasonable to consider
that a financial contribution received under this program by ARW
manufacturers could be made in connection to the production, manufacture or
export of ARWSs. v

Is the subsidy a count?rvggable‘gubsidy?

As provided forvﬁcp@r.\%\QQTAA\C&)(a) a subsidy is specific if access to the
subsidy is explicit| {ijitégdjby law to particular enterprises. As the criteria or
conditions ﬂgov'fd g e{lg':cess to the subsidy favours particular enterprises, over
all other, entefrises.the specificity of subsidy is not excepted by reference to
s.269_T_AA_CL;(3).\J

4D 2]
Based on the available information, Custom and Border Protection concludes
that tr\11e program constitutes a countervailable subsidy.

A
.48 “Foreign Trade Public Service Platform Development Fund (Program
48)

Background

This purpose of this program is to:

e Accelerate the transformation of the development pattern and the
restructure of foreign trade;

* Promote the development quality and level of foreign trade in Hebei
Province.
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Legal Basis

Fouo\U(
No:.

The GOC advised that the relevant document under which the subsidy is
granted is not available for submission.

Eligibility and effect of the program

Support funds are granted to construction projects of public service platform.
The applicant must demonstrate that it has the capital, the workplace, the
equipment and the personnel required to undertake the service under the
project.

Is there a subsidy? f“’PQJh
%

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage foreign trade) it is
reasonable to consider that a financial contribution received under this
program by ARW manufacturers could be made in connection to the
production, manufacture or export of ARWSs.

RIS
Is the subsl‘dy qﬁ%umervallable subsidy?

As proqugg for‘t s. 269TAAC (2)(a) a subsidy is specific it access to the

su sldﬁs 95.&" itly limited by law to particular enterprises. As the criteria or
conditioris préviding access to the subsidy favours particular enterprises, over
r enterprises, the specificity of subsidy is not excepted by reference to
C(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.

.49  SME Intemational Marketing Project Funds (Program 49)

This program appears to be a duplicate of Program 35 as it is governed by
the same legislation, contains the same eligibility requirements and provides
the same benefits.

Therefore, Customs and Border Protection does not intend to countervail the
benefits from this program as those benefits would be countervailed under
Program 35.
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.50  Patent Application Fee Subsidy (Program 50)

Background
This purpose of this program is to:

Strongly implement the strategy of intellectual property right;
Encourage invention and creation;

Promote independent innovation;

Promote development of patent technology and products;
Accelerate commercialisation of patent.

Legal Basis A >
K%

The relevant legislation under which the subsidy is provided for is the Interim

Measures of Jinhua City for Management of Patent Special Funds.

= - ot
Eligibility and effect of the program % \138:\
Ce ' h d

The grant is available to any entity located in Jinhua City or ahy individual
whose residence is in Jinhua City, who is engaged in patent application,

implementation and management. .
Is there a subsidy? jvﬁ‘\:\\ﬁiy‘y

.\/.T[ T
Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transfer

of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or expornt
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. encourage patents, innovation and
product development) it is reasonable to consider that a financial contribution
received under this program by ARW manufacturers could be made in
connection to the production, manufacture or export of ARWs.

Is the subsidy a countervailable subsidy?

As provided for in $.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises. As the criteria or
conditions providing access to the subsidy favours particular enterprises, over
all other enterprises, the specificity of subsidy is not excepted by reference to
$.269TAAC(3).

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.
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51 Foreign Economic and Trade Development Assistance Funds of
Jinhua City (Program 51)

Background

This program was established in January 2009 to respond to the new
situation of open economy development, to accelerate the transformation of
foreign economic and trade development approach and to create new
advantages in global competition.

This program was one of the additional programs identified through a
response to the exporter questionnaire of Jinfei Kaida. Customs and Border
Protection asked further questions of the GOC in relation to this program in
the SGQ. The SGQ responded that it was unable to provide a complete
response due to insufficient time.

Based on the evidence received at the visit to Jinfei Kaida, Customs and
Border Protection makes a preliminary determination that this program is
countervailable in respect of ARWs, subject to receipt of further information
from the GOC.

¥ Xy
.52  SME Intemational Marketing Project lrFu%s (Prqgnim 52)
The GOC have advised that this program is the same in nature to Program
51. Therefore, Customs and Border Protection does not intend to countervail
the benefits from this program as those benefits would be countervailed under
Program 51.

S EY4 =

.53  Foreign Trade Publfservice B?atjorm Development Fund (Program
53)
NS E
Background A *N;tq &
» +$
Thi "ﬁ'}?% ffi is to:
is purpose ofAl 'SL?* gg% is to

. AccéLera"t_e,\te%@ology innovation project;
* IncreaSe.indepéndent innovation capacity;
« --Réise the/jevel of industry competition;
4 P(gorhole_’fhe fast and good development of the economy of Jinhua
\\{: tCIty
N

NS
Legal Basis

The relevant legislation under which the subsidy is provided for is the
Measures of Jinhua City for Management of Technology Innovation Funds.

Eligibility and effect of the program

The grant is available to enterprises proposing to undertake national or
provincial technology projects.
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Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the grant provided under this program is a financial contribution by the
GOC, to the extent that it is made in connection with the
production/manufacture of ARW from China, which involves a direct transter
of funds by GOC to the recipient enterprises in China.

This financial contribution is considered to confer a benefit to recipient
manufacturers of ARW because of receipt of the respective funds from the
GOC. If exporters of ARW during the investigation period received monies
under the programs in connection with the production, manufacture or export
of those goods it would confer a benefit in relation to those goods and the
financial contribution would meet the definition of subsidy under s.269T.

Due to the nature of the grant, (i.e. to encourage foreign trade) it is
reasonable to consider that a financial contribution received under this
program by ARW manufacturers could be made in connection to the
production, manufacture or export of ARWs. 5 - -
. . )

Is the subsidy a countervailable subsidy? ga o V"aﬁg

As provided for in s.269TAAC(2)(a) a subsidy isfs eci@ if access to the
subsidy is explicitly limited by law to parmfa‘ mis'és As the criteria or
conditions providing access to the subg&yhiﬂurs particular enterprises, over
all other enterprises, the specificity o5 SI%HOI excepted by reference to
5.269TAAC(3). J&Jg

Based on the available information, Custom and Border Protection concludes
that the program constitutes a countervailable subsidy.
.54  Patent Special Fuod (Prog\?am 54)

This program appe‘a{f to bé‘&duphcate of Program 50 as it is governed by
the same Ieg|§latior,1, ‘&gs the same eligibility requirements and provides
the same bengfit s #

Therefore, Ch rqs d Border Protection does not intend to countervail the
benefnts:f(om ﬂ'u' program as those benefits would be countervailed under

Progrd 5&
rogay
III55**‘: Technologlcal Innovation Projects Funded (Program 55)

This pro‘gram appears to be a duplicate of Program 53 as it is governed by
the same legislation, contains the same eligibility requirements and provides
the same benefits.

Therefore, Customs and Border Protection does not intend to countervail the
benefits from this program as those benefits would be countervailed under
Program 83.

.56 Patent Grants (Program 56)

Background
The GOC provided the following information in relation to this program:
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¢ the purpose of the program is to encourage technology transformat
and science and technology innovation, and to increase the core
capacity of enterprises; and

» the Economic Development Bureau and Finance Bureau of
Administrative Commission of Zhejiang Jinhua Economic Development
Zone are responsible for administrating this program. A special fund of
Jinhua Economic Development Zone for intellectual property rights has
been established to provide assistance for patent application and to
award patent model enterprises.

This program was one of the additional programs identified through a
response to the exporter questionnaire of Jinfei Kaida. Customs and Border
Protection asked further questions of the GOC in relation to this program in
the SGQ. The SGQ responded that it was unable to provide a complete
response due to insufficient time.

I8 ' +
Based on the evidence received at the visit to Jinfei Kaida, G }Bms;g:j
Border Protection makes a preliminary determinationhiaf This Reogram is
countervailable in respect of ARWs, subject to receip‘f of further fnformation
from the GOC. Oy d

$
a
PART IV — AMOUNT OF THE SUBSIDY — nanAﬂ’ OTHER THAN
PROGRAM 1 o By

N,
IV.1 The amount of subsidy Im@gpgcf%l,}ﬁ% goods for Program 4

ﬁg SIS

S rating ex| I

Customs and Border Protection has determined that the following selected
exporters were eligible and received benefit under Program 4 - preferential
income tax for hi-tech enterprises:

e Zhejiang Yueling

» PDW

e CITIC Dicastal

. ZheJiang Jinfei Kaida Wheel Co., Ltd
N Ind

A0

nOA ) ) /): . .
In 'each_’ﬁase, tﬁe respective exponter received preferential tax treatment as a
resdl\f’at qualifying as a high technology enterprise. The amount of tax
payablé& by each exporter during the investigation period was an annual rate
of 15%.

In the first half of the investigation period, Jinfei Kaida received benefit under
Program 11, having enjoyed two years tax free and a further three years at
half tax. Jinfei Kaida began receiving benefits under Program 11 commencing
in 2005, and 2010 was the final year it was eligible to receive benefits under
Program 11. The tax rate payable by Jinfei Kaida in 2010 was 12.5%. For the
second half of the investigation period, Jinfei Kaida received benefit under
Program 4.
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As the financial contribution under these programs takes the form of reduJe&
tax liability (rather than a direct transfer of funds) it is determined that the
financial contribution has conferred a benefit under s.269TACC(3).

In accordance with s.269TACC(6)(d) the amount of subsidy is determined to
be the amount of tax revenue forgone by the GOC.

The amount of benefit for each exporter has been calculated in accordance
with 5.269TACC(10). The total amount of subsidy received by each selected
cooperating exporter has been apportioned to each unit of the goods using
that exporter's total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicable to
all remaining selected cooperating exporters under Programs 4 and\G.
PRt e
lected non-cooperating ex rs & I %
-~
For selected non-cooperating exporters, no informatign wag‘proy}ded by
either the GOC or the individual exporters themselvebregardihg whether
benefits were conferred on these exporters unqé? tﬂes&fqu?ams.
The GOC was asked to provide usage infgﬁatiﬁg}angzmerprise ownership
information considered necessary to detaimine whethér a financial
contribution has been received in respect ofjthe g6ods by selected non-
cooperating exporters, and detern&qing,@helﬁa a benefit had been conferred
to those exporters under these prograrﬁs’.qhis information was not provided.
o
Furthermore, it is noted thaﬁhé]se progr%ms are limited to FIEs in specific
regions in China, or thosg ﬁhich ar',é high-tech enterprises. Customs and
Border Protection reque'é?qd'the;GOC provide information as to the location of
all ARW exporters in China™and other information relevant to determining
eligibility for prg}g:gnt Itaxzpr’()grams, but this was not provided.

I I
Customs and Border Fpotection‘s commercial database does list ‘supplier’
addresses, butiit isynot certain for each 'supplier’ whether they are in fact the
exporterdf the goods, and whether the supplier operates in more locations
thgﬁ?tﬁ'a} listed (‘é.g. the listed location could represent a central or head office
ofag gpl’erpnse that operates ARW manufacturing facilities in multiple
IocatiQ51§ in China). Customs and Border Protection's commercial database
does not collect information about suppliers’ FIE status, or whether they are
considered ‘high-tech’ by the GOC.

In the absence of the above relevant information, Customs and Border
Protection considers it is likely that selected non-cooperating exporters meet
the eligibility criteria for these programs, have accessed these programs, and
therefore received financial contributions under these programs.

It is considered that this financial contribution has been made in respect of all
products of these exporters, including ARWs.
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In calculating the amount of subsidy attributable to selected non-cooperatqio:,
under these programs, it is noted that as: e

* these programs would operate to reduce enterprises' income tax
liability; but

¢ the maximum benefit under Program 11 (0% tax liability) has already
been applied to selected non-cooperating exporters;

the maximum benefit amount available under these programs has already
been countervailed in relation to Program 11.

Customs and Border Protection has therefore calculated a zero amount of
subsidy under these tax programs for selected non-cooperating e{ﬁ’ﬁ%ﬁ’égs.

;

N
Vo Qo .a;:'
IV.2  The amount of subsidy in respect of the goods’%r P \g;gn?ﬁyﬁ
| vy BI\““
Selected cooperating exporters '
2 he

As discussed above, Customs and Border Pro e%tign Hat{_oz%d that one
selected cooperating exporter, Jinfei Kaida 1;e}fgived afinancial contribution
under this program during the invesligatioélperio'dq@gﬁherefore received a
benefit under this program. £

It is considered that this financial cgptribUtion’ s been made in respect of all
products of this exporter, including )&1@5

5, Iy A3
Jinfei Kaida advised that itgﬁalifiesdfor tﬁ?s program due to its production of
ARWs. Itis therefore capsidered that this program has been received in
respect of ARWSs (and indé\ed?n respect of all goods sold by that exporter).
As the financiaLcuﬂt‘ bytion/under this program takes the form of reduced tax
liability (rathecthal ire¢t transfer of funds) it is determined that the financial
conlributiontt&s‘\%);fg' ed a benefit under s.269TACC(3).

. S 4
In ac;cqr\dgnce vsl'i‘th $.269TACC(6)(d) the amount of subsidy is determined to
bg,{h‘eéylo‘ﬁﬂ‘t’of tax revenue forgone by the GOC.

(& N

In aééé;rdance with s.268TACC(10), the total amount of subsidy received by
the selééted cooperating exporter has been apportioned to each unit of the
goods using that exporter’s total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicable to
all remaining selected cooperating exporters under this program.

lecte - rating ex I
Neither the GOC nor the selected non-cooperating exporters provided

information regarding whether benefits were conferred on these exporters
under this program.
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The GOC was asked to provide usage information, considered necessar;
determine whether a financial contribution has been received in respect e —————
goods by selected non-cooperating exporters, and determining whether a

benefit had been conferred to those exporters under this program. This

information was not provided.

Noting that a selected cooperating exporter received this program during the
investigation period, in the absence of relevant information, Customs and
Border Protection considers it is likely that certain selected non-cooperating
exporters also meet the eligibility criteria for this program, have accessed this
program, and therefore received a financial contribution under this program.

In the absence of this information, Customs and Border Protectigi;réﬁﬁséders

that, given: 1\%}'
¢ the program operates on a national level; ‘

¢ the understanding that approximately 3.2% of \{és mDChma are
FIEs and certain selected cooperating expon IS O BWs are FIEs;
and

e Customs and Border Protection found that one§elected cooperating
ARW exporter was eligible for this pypg m

itis likely that selected non-cooperating € gr{’ers meet the eligibility criteria
for this program, have accessed thl 'ﬁmgram agti therefore received a
financial contribution under this prdgram %64

It is considered that this financial contritytion has been made in respect of all
products of these exporteré\; indujfg ARWSs.

In the absence of usage mi)_}mau , Customs and Border Protection
considers that: {

LI 2691%&/0(}J (&) 4) and (5) are inappropriate for determining
whether iben fit has been conferred to selected non-cooperating
xporfers undeér this program; and
1,5-269TAGC(6) is inappropriate for determining the total amount of
Q’. gub dy. Httributable to that benefit.

Therefgre, in accordance with s.269TACC(7), Customs and Border Protection
determinies that selected non-cooperating exporters have had benefits
conferred to them under this program during the investigation period in the
form of tax savings.

In calculating the amount of subsidy aftributable to that benefit under
s.269TACC(7), Customs and Border Protection is mindful that, under this
program, the maximum benefit that can be conferred is a zero tax liability.

To ascertain the quantum of this benefit, Customs and Border Protection has
calculated the maximum amount of benefit that could have been attributed to
each of the selected cooperating exporters under this program during the
investigation period (zero tax liability on profits, making the benefit 25% of
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profit) and attributed this amount to ARWSs per wheel by %thls bene No:,
ob el ) ceernecrnneagns

by the total sales volume of each enterprise (in accordan

J

5.269TACC(10)).

A subsidy margin was then calculated (per unit benefit amount for each
selected cooperating exporter as a percentage of the weighted average
export price for that exporter).

Customs and Border Protection has then attributed the highest subsidy
margin for this program of the selected cooperating exporter to all selected
non-cooperating exporters.

IV.3  The amount of subsidy in respect of the goods for Pr
2,3,5,7,8,9, 13,14, and 22

Selected cooperating exporters ‘k}’ﬁ'\{?&

Customs and Border Protection has determined that pone ot\m’Qselected
cooperating exporters have received financial contnb ions uﬂrespect of the
goods under these programs during the mveshgatlon pqu

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to selected cooperating exporters under these programs.

- v N - 1}7
Selected non-cooperating expgﬂgr'g’? :\G:{)’
0y,

For selected non- cooperath e;porters‘ no information was provided by
either the GOC or the expofters r rdlng whether benefits were conferred on
these exporters under tb{asa Qroge%n

R
The GOC was asked to provnge usage information, and enterprise ownership
information, consider necessary to determine whether a financial
contribution has beé}re gﬁved in respect of the goods by selected non-
cooperatlngtexB ftersfland determining whether a benefit had been conferred
to those, exporters urder these programs. This information was not provided.

\+
Cu TOms ar@ﬁzﬁder Protection requested the GOC provide information to
as Lguyg identifying whether any ARW exporters were eligible for these
prograrps but this was not provided.

Cusloms and Border Protection’s commercial database did not provide
information that would assist in determining whether any of the non-
cooperating exporters received subsidy benefits under these programs.

In the absence of the above relevant information, Customs and Border
Protection considers it is likely that selected non-cooperating exporters meet
the eligibility criteria for these programs, have accessed these programs, and
therefore received financial contributions under these programs.

It is considered that this financial contribution has been made in respect of all
products of these exporters, including ARWSs.
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In calculating the amount of subsidy for attributable to selected non-
cooperators under these programs, it is noted that as:

» these programs would operate to reduce enterprises’ income tax
liability; but

s the maximum benefit under Program 11 (0% tax liability) has already
been applied to selected non-cooperating exporters;

the maximum benefit amount available under these programs has already
been countervailed in relation to Program 11.

Customs and Border Protection has therefore calculated a zero aa’i‘gﬁﬁgof
subsidy under these tax programs for selected non-cooperatin‘%zx onter:

IV.4  The amount of the subsidy in respect of the goads f ot

Program 40 ffh
£ ‘\)D Q
d

ratin I
=) c
r?]’ 7 DNy
Customs and Border Protection has detemﬁpedr{hat ndpe of the selected
cooperating exporters have received finar\fial gomgbyt{ons in respect of the
goods under this program during the inv&tiggflon'period
<70 %
Customs and Border Protection therefore considers a zero subsidy rate is
applicable to all selected cooperating exporters under these programs.
B Yo
| - ing gXx|
q; } . . . .
For selected non-cooperafing’ &xpofers, no information was provided by
either the GOC or the individyal exporters themselves regarding whether
benefits were coni rred or;}ywse exporters under this program.

The GOC was 'Red% provide usage information considered necessary to
determine whe he?\gtflnancial contribution has been received in respect of the
goods :t?)/’gelected non-cooperating exporters, and determining whether a

be é’ﬁfﬁadﬁe‘gﬁ' conferred to those exporters under this program. This
infoymatlon was not provided.

Funhg}rﬁore, it is noted that this program is limited to enterprises in specific
regions in China. Customs and Border Protection requested the GOC provide
information as to the location of all ARW exporters in China, but this was not
provided.

In the absence of the above relevant information, Customs and Border
Protection noted that an exporter in Investigation 177 into HSS received this
benefit, and in light of this receipt of the program by a selected cooperating
exporter in Investigation 177, Customs and Border Protection considers it is
likely that selected non-cooperating exporters in this investigation meet the
eligibility criteria for this program, have accessed this program, and therefore
received a financial contribution under this program.
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In the absence of usage information, Customs and Border Protection
considers that:

* s5.269TACC (2), (3), (4) and (5) are inappropriate for determining
whether a benefit has been conferred to selected non-cooperating
exporters under this program; and

* s.269TACC(6) is inappropriate for determining the total amount of
subsidy attributable to that benefit.

Therefore, in accordance with s.269TACC(7), Customs and Border Protection
determines that selected non-cooperating exporters have had benefits
conferred to them under this program during the investigation perejcd‘ﬁf%‘he
form of direct transfers of funds (grants).

In calculating the amount of subsidy attributable to that ber'ém@é\
s.269TACC(7), Customs and Border Protection considess- héféfbe sObsidy
amount calculated for selected cooperating exponerfl’n Invastigation 177 as
a reasonable basis for calculating the subsidy amau attributable to selected

non-cooperating ARW exporters in this investigation, a%d.!aas' used this

information as a basis for its calculations. b

In attributing the amount of subsidy to ea(ch urkit of RW under
s.269TACC(10), the benefit under e ‘sbbﬁs’_idy/grogram has been attributed
using the lowest total sales volumﬁﬁrsel&@d cooperating exporters, in
the absence of actual sales data forthe seletted non-cooperating exporters.

2 Q Y
IV.5  The amount of thd,subsidy in respect of the goods for Programs
31, 32, 35, 41, 4&, 43 M,g's, 47, 48, 50, 51, 53 and 56

<
Selected cgoggrg]if_tg }1\@( QOEE;
£=Y

o3

Selected coop?{a 'égr xpoﬁ‘rters reported receiving financial contributions

under one 6 moé of these programs during the investigation period.
q, AR

In ag:ﬁp&dakr]\ce Wi;h s.269TACC(2), receipt of these grants is taken to have

cci?ferreg a<b_gu'1=.ﬁt because of the direct financial payment to the exporter.

In ;éjcg;dance with s.269TACC(6)(a), the amount of that benefit is taken to be
equal té-the sum granted.

In accordance with s.269TACC(10), the total amount of subsidy received by
the selected cooperating exporter under each program has been apportioned
to each unit of the goods using that exporter's total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicable to
all other selected cooperating exporters under these programs.

Selected non-cooperating exporiers
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For selected non-cooperating exporters, no information was provided by | No:...

| ———

either the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under these programs.

The GOC was asked to provide usage information considered necessary to
determine whether a financial contribution has been received in respect of the
goods by selected non-cooperating exporters, and determining whether a
benefit had been conferred to those exporters under these programs. This
information was not provided.

Additionally, it is noted that some of these programs are limited to enterprises
in specific regions in China. Customs and Border Protection requested the
GOC provide information as to the location of all ARW exporters,id‘C'ﬁiqg, but
this was not provided. k,

Qs ‘-,‘; t

4 I
In the absence of the above relevant information, and in light of_gle abeve
. . (O

receipt of the program by selected cooperating exporte;s,\,(%\ toms-and
Border Protection considers it likely that selected nonlgcoopega ing exporters
are eligible for these programs in their respective provinces.

r."O ’ \“'t: 00
In the absence of usage information, Customs ﬂnd Borger Protection
considers that: e 2, j

© > =]

* $.269TACC (2),(3), (4) and $5fagéﬁ1§pprpbriate for determining
whether a benefit has been}c’onte;reff tg-selected non-cooperating
exporters under these progra; ands

¢ s.269TACC(6) is inaepngpriate‘\fb determining the total amount of
subsidy attributableto that benefit.

, Qo T .
Therefore, in accordancelb{lnm§_.2_69TACC(7), Customs and Border Protection
determines that sefegled no‘r@ooperating exporters have had benefits
conferred to thasmgnd%r th:.afse programs during the investigation period in the
form of direct anéje@ of funds (grants).

.
In calcu_lgtimhhe rount of subsidy attributable to that benefit under
s.26 IAG\?(”,\_QUS oms and Border Protection considers that the subsidy
amount al&glg;éd for selected cooperating exporters as a reasonable basis
for%@g lating the subsidy amount attributable to selected non-cooperating
ARW exporters in this investigation, and has used this information as a basis
for its calculations.

In attributing the amount of subsidy to each unit of ARW under
s.269TACC(10), the benefit under each subsidy program has been attributed
using the lowest total sales volume of the selected cooperating exporters, in
the absence of actual sales data for the selected non-cooperating exporters.

IV.6  The amount of the subsidy in respect of the goods for Programs
21, 29, 36, 37, 38 and 39

Selected cooperating exporters
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Customs and Border Protection has determined that none of the select
cooperating exporters have received financial contributions in respect of the
goods under these programs during the investigation period.

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to all selected cooperating exporters under these programs.

| - i I

For selected non-cooperating exporters, no information was provided by
either the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under these programs.

N
The GOC was asked to provide usage information considered necessaryr}
determine whether a financial contribution has been recelvegtf'n resp\ ct of the
goods by selected non-cooperating exporters, and determih ng viheth
benefit had been conferred to those exporters under tneg;g jrams.” Thus
information was not provided. (
Additionally, it is noted that some of these prodfpf% a?t}jlryned to enterprises
in specific regions in China. Customs and B g Protq?tlon requested the
GOC provide information as to the Iocatlon, fa A@W éxporters in China, but
this was not provided

Furthermore, Customs and Border ] F{:;téctlon&ﬁ:ested from the GOC
information as to the location of all ARW &pbners in China, but this was not
provided. Noting that at least-sgme oflthese programs are limited in operation
to specific areas in China, Customs and Border Protection does not have
reliable information as to, th"‘élocatlon of selected non-cooperating exporters.

Having regard to th&naturg\afldgeligibility criteria for each subsidy, and in light
of further mfor/rppggn',\lt is cc:ns:dered that the financial contribution received
for each program was\lxrgiespect of all goods sold by that exporter (including
ARW). e

‘,..

In the absence jus’age information, Customs and Border Protection
consude/:?s'ihat i
18.269TACC (2 (2), (3), (4) and (5) are inappropriate for determining

whether a benefit has been conferred to selected non-cooperating
exporters under these programs; or

¢ s.269TACC(6) is inappropriate for determining the total amount of
subsidy attributable to that benefit.

Therefore, in accordance with s.269TACC(7), Customs and Border Protection
determines that selected non-cooperating exporters have had benefits
conferred to them under these programs during the investigation period in the
form of direct transfers of funds (grants).

In calculating the amount of subsidy attributable to that benefit under
$.269TACC(7), Customs and Border Protection considers that:
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1. where the legislative instrument that establishes the program speciﬁéﬁ&m
the maximum financial contribution that can be made under that
program, that maximum amount be the amount determined to be the
benefit for each program;

2. where the maximum financial contribution grantable under a program is
not stipulated in its legal instrument (or where no known legal
instrument exists), the amount of the financial contribution shall be
considered to be the maximum amount found in relation to point 1.

This is summarised in the below table.

kel

Program Financial contribution basi5, 4
Provisions of Guangzhou Municipaldy ap '~ 5V
Program 21 Encouraging Foreign Investors t0Set , ‘IVA"
Headquarters and Regional Headq‘z? Aers"b
Program 29 Program 21 N
Program 36 Program 21 _ o4
Program 37 Program 21 A e d
Program 38 Program 21 N i
Notice of HuzhoyGovemggal Office Concerning
Program 39 Announcement‘qg "f’eriafor Superstar Enterprises,
Excellent Eai‘é‘rp,rig ian@ Backbone Enterprises
E)

P, -

In attributing the amount of subsidy éyéé?i"ﬂ'nit of ARW under

$.269TACC(10), the beneﬁ}pnder eachsubsidy program has been attributed

using the lowest total sales‘}volum of the selected cooperating exporters, in

the absence of actual sa@s@g}a f‘g;?)l the selected non-cooperating exporters.
o7

L
xx@}w ’
p\"\*;{ p’p
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