PUBLIC

FILE L

CONSIDERATION REPORT NO. 183

- \)

<7

APPLICATION FOR A’'DUMPING’DUTY NOTICE

=Y

a
INTERNATIONAL TRADE REMEDIES BRQ;HQ

o\
FORMULATED GLYPHOSATE

Q THE PEOPLE’S REPUBLIC OF CHINA

February 2012




PUBLIC RECORD

[1  CONTENTS
1 COMIBNES ..ottt et et ettt ettt ae ert 2 et be e st saes e s sn et b s st es s nan 2
2  Summary and recommendations.
21 Recommendations ...........

w

(=]

~

8
9

2.2 Application of law to facts.
Introduction ........
31 Application.
3.2 The goods the subject of the application ...
3.3 Previous investigations
34 Consideration of the application....
Compliance with section 269TB(4)
41 Findings
42 Legistative framework ...
43 Customs and Border Protection assessment.
The Australian industry and Australian market
5.1 Finding.......ccoooiiviiiii e
52 Legislative framework ..........
5.3 Locally produced like goods.
5.4 Manufactured in Australia
5.5 Australian market .............
5.6 Australian industry information
Reasonable grounds — dumping..
6.1 Findings
6.2 Legislative framework ......
6.3 Export sources - China..
6.4 Export prices
6.5 Conclusion....
6.6 Normal values .. Sl
6.7 Import volumes - Chma\\

6.8 Dumping mar IK NS
Reasonable gyund l\tenal injury caused by dumped imports
71 Findings /\ ....... Qe et
7.2 Legtsla\t Jr me gk% ......

7.3 Appro c Sigjur, analysns

74 men me oi injury
7. 5 applrca ts injury claims.
(7{ oluwects

Pnce effects ...
7.8 Profit and Profitability eftects...
7.9\\ther economic factors (including revenue effects) ....
7.10  Factors other than dumping
7.11  Comparison of export price and non injurious price
7.12  Conclusion on material injury caused by dumped imports .

Conclusion
Attachments ...

CON 183 Formulated Glyphosate China Feb 2012 Page 2 ot 45




PUBLIC RECORD

r2 SUMMARY AND RECOMMENDATIONS

This report provides the results of the Australian Customs and Border Prolection
Service's (Customs and Border Protection) consideration of an application for the
publication of a dumping duty notice on formulated glyphosate exported to Australia
from the People’s Republic of China (China).

2.1 Recommendations
Based on an assessment of the application, Customs and Border Protection

recommends that the Chief Executive Officer of Customs and Border Prétection
(CEO) decide not to reject the application.

If the CEO accepts this recommendation, to give effect to that d@the
must publish the notice at Appendix A; indicating that Customs a\n\d:éorcrep
Protection will inquire into whether the grounds exist to pub/fsﬂ} umping duty

notice. >
2 2 . . Q \

Application of law to facts

%

Division 2 of Part XVB of the Customs Act 19 ( the@ts out procedures for
considering an application for a dumping duty ngt

2.2.1 The role of the International Tfade Rem\ed Branch

The International Trade Remedies Branch(Twls responsible for preparing a
report for the CEO examining appllcatlonjor a dumping duty notice.

In this report, the foIlomema ers aré\consmered in relation to the application:

whether the appllcallor{comploes with sub section 269TB(4);

o whether there\is, or is llkely to be established, an Australian industry in respect
of like go ds*an f

¢ whethe here’app to be reasonable grounds for the publication of a
dump"ng ol wu e in respect of the goods the subject of the application.

The above m\itle/rs are examined in the following sections of this report.
2.2:2. The role of the CEO of Customs and Border Protection

Division~2 of Part XVB empowers the CEO, after having regard to the ITRB report, to
reject or not reject an application for the publication of a dumping duty notice. Under
section 269TC(1), the CEO must reach a decision based on the factors listed in
section 3.4, within 20 days of the application being lodged.

If the CEO decides not to reject the application, the CEO must give public notice of
the decision providing details of the investigation.

1 All references in this report 1o sections of legislation, unless otherwise specified, are to the Customs Act 1901.
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The CEO's powers have been delegated to certain officers of the ITRB.

2.2.3 Findings and conclusions
Customs and Border Protection has examined the application and is satisfied that:

* the application complies with the requirements of sub section 269TB(4) (the
reasons for being satisfied are set out in section 4 of this report);

¢ there is an Australian industry in respect of like goods (as set out in section 5
of this report); and

* there appear to be reasonable grounds for the publication of a gumping duty

notice in respect of the goods the subject of the application gas‘sé out in
sections 6 and 7 of this report). \/\

N

O
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|3 INTRODUCTION

3.1  Application

On 21 December 2011, an application requesting that the Minister for Home Affairs
(the Minister) publish a dumping duty notice in respect of formulated glyphosate
exported to Australia from China, was lodged on behalf of Nufarm Limited (Nufarm)
and Accensi Pty Limited (Accensi)?, members of the Australian industry
manufacturing formulated glyphosate.

On 6 and 23 January 2012, additiona! information and data was received in-i respect
of the application. As a result, Customs and Border Protection restarte lhe 20 day
period for considering the application.

Within the application, the applicants claim that formulated glyp @as n
exported to Australia from China at prices lower than its normal va@é’and that this

dumping has caused material injury to the Australian indusfry producing formulated
glyphosate. The application has identified the injurious effects as:

loss of sales volume;

loss of market share; ﬁ\
reductions in prices and impacts on proffand. -profital Ofllyhly,
reduced revenues; { NI

reduced capacity utilisation;
increased inventory levels;
inadequate returns on mvestmen

reductions in capital expendnure
inability to attract capltg toreinvest; and

reduced employeeQr@and subsequent reductions in wages bill.

3.2 The goods the sub|e¢\:£ of the application
3.2.1 Descriptign
General descripti
NN . .
The goot\is the subject of the application (the goods) is formulated glyphosate. The
applieaticin\spec}iés that:
>~

"Tgé imported product the subject of this application is formulated glyphosate, a

on-selective herbicide, imported in varying strengths of the active glyphosate
acrdungred/enl (“glyphosate technical’). A non selective herbicide is one that
controls weeds in all situations”.

2 Unless otherwise specified, Nufarm and Accensi are herein referred to as “the applicants”.

3 Application for the publication of a dumping duty notice for formulated glyphosate exported from China
{Application), page 7.
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Formulated glyphosate products are used for the non-selective control of weeds
and are absorbed by the leaves and green tissue of susceptible plants.
Translocated throughout the plant, formulated glyphosate based herbicides inhibit a
specific enzyme, EPSP synthase, which plants need in order to grow. Without that
enzyme, plants are unable to produce other proteins essential to growth, so they
yellow and die over the course of several days or weeks.

Glyphosate formulations

The application states that in the Australian market the different formulations (of
glyphosate) are described according to grams of glyphosate technical per litre (g/L)
or kilogram, whereas on the global market the formulations are commoply,’d cribed
by the percentage of glyphosate technical contained in the formulationgon a w}ight
for weight basis. The application contains the following indicative compatison of the

lyphosate formulations described by grams per litre / kilogram or/percentage, jasis
9 T

of glyphosate technical. \ (%

Unit of product Glyphosate content — measured Glyphosate-contem — measured
as g/L or grams per kilogram on a welght per weight basis
(expressed as a percentage)

Litre 360 ﬁ \\ 3) 41.6%
Litre 450 7 506%
4
%
Litre 570 //D} \// 61.5%
N\
Kilogram 680 \/<\\> 75.7%

This table is indicative only*. N

The application specifies that:

“This applicatioq.is con}e\lggd with imported Glyphosate in all its fully
formulated liquidYorms including Glyphosate 360, Glyphosate 450 and

Glyphosat ’570._an {b%/fﬁlly formulated dry form including Glyphosate 680's.
M7

The applicar<1!\ clai @a‘t‘:

Same-and‘use;

-\ajl/formulations strengths are substitutable;

. thg imported dry formulation can be substituted for liquid forms; and

¢ alllimported formulations are applied within the approved application rates
indicated on the product label, expressed on a litre per hectare basis.

o(tt%kmponed formulated glyphosate products (at varying strengths) have the

Therefore, at this consideration stage, Customs and Border Protection considers that
the goods covered by this application, and thus any subsequent investigation,

4 Application, page 8.

5 Application, page 8.
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includes formulated glyphosate in any form (i.e. not limited to liquid forms) and at any
concentration (whether described according to weight of glyphosate technical by
volume or percentage of glyphosate technical).

Exclusion of certain qoods from investigation

The application specifies that it is important to distinguish between formulated
glyphosate (i.e. the goods) and glyphosate acid, which is the primary ingredient in the
manufacture of formulated glyphosate. Glyphosate acid is not the subject of the
application.

Customs and Border Protection considers that the goods covered by this-application,

and any subsequent investigation does not include glyphosate acid.
3.2.2 Tariff classification A

The application states that the goods are classified to tariff classification-3808°93.00
statistical code 48 of Schedule 3 to the Customs Tariff Act, 995\d
er Protection’s

Based on information provided in the application, Custor\ns\qnd Bolc

Trade Services Branch confirmed that the goods ar{e'./correctl‘yga ified to this tariff
subheading as at December 2011. Since 2007 thee have been a number of tariff
classification and statistical code amendmentsjn res)@he goods, as detailed in
the following table:

—

Period Taritt classification Statistical code
) N~
Prior to 2007 . 380%3{).00 50
~
'01/01/2007 to 31/12/2009 (( qq08.93.00 16
N /
01/01/2010 to 31/12/2010\1\\4{808.93.00 43
NS “
01/01/2011 to/3/1L/1\2<2Q\1\/> 3808.93.00 48
As of 0&@4@0}5\\ 3808.93.00 49
Y

The cur%@ty/applying to the goods imported to Australia from China is
5%

The>q'§re currently no Tariff Concession Orders applicable to the relevant tariff
subhea@gs.
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3.3 Previous investigations

3.3.1 Australia

Customs and Border Protection has previously conducted a dumping investigation for
glyphosate® exported from China, as detailed below.

3.3.2 2001/2002 Investigation (Report No. 45)

On 12 June 2001, following an application by Monsanto Australia Limited, the then
Australian Customs Service (Customs) initiated an investigation into the alleged
dumping of glyphosate exported to Australia from China. The investigation.covered:

“The chemical substance known as glyphosate, in its many diff é/%rms
including acid, salt or formulated".

On 21 January 2002, the final report in respect of this investigatiol was- forwarded to
the Minister responsible for Customs. This report detailed:

¢ Customs’ findings that overall the goods were not)dl{mped and that the
consngnments that were exported at dumped/prlces reb@s/éntw a negligible
volume in terms of section 263TDA of the A t and W

¢ Customs' recommendation that the Murg?e/rs ould not publish a dumping duty

notice in respect of the goods.

The Minister accepted the findings and mewn&w and this decision was
publically notified on 27 February 200

3.3.3 Current measures \C
[

There are no current measures on for %ulated glyphosate exported to Australia.

3.3.4 Other comparable a umpmg and countervailing jurisdictions
The European Un/on (EV)

During the perjc @8 to. 0)0 definitive anti-dumping measures in the form of a
duty were |mposed o e orls of glyphosate originating in China to the EU. A brief
summary of these~meas res and related investigations / reviews are detailed below:

. InQFebrua 1998 the European Council by Regulanon (EC) No 368/98(2),
o) posed définitive anti-dumping measures in the form of a duty of 24 % on

< ryports of glyphosate originating in China.
ln May 2000, that Regulation was amended by Council Regulation (EC) No
1Q86/2000 3) which increased the duty to 48 % following an anti-absorption
investigation pursuant to Article 12 of the basic Regulation.

* Subsequently, following an anti-circumvention investigation pursuant to Article
13 of the basic Regulation, Council Regulation (EC) No 163/2002(4) extended
the 48 % duty imposed on imports of glyphosate originating in China to

6 Note anti-dumping action in respect of glyphosate acid which occurred in Australia prior 101996 has not been
addressed in this report.

7 Trade Measures Report Number 45, page1 {dated 21 January 2002).
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imports of glyphosate consigned from Malaysia and Taiwan (whether declared
as originating in Malaysia or Taiwan or not), with the exception of those
produced by one named company in each of these countries.

¢ By Decision 2009/383/EC ( 3 ), the Commission suspended the definitive anti-
dumping duties for a period of nine months, with effect from 16 May 2009.
Subsequently, by Implementing Regulation (EU) No 126/2010 ( 4 ), the
Council extended the suspension for a period of one year, with effect from 14
February 2010.

¢ In June 2009, following the publication of a notice of impending expiry of the
anti-dumping measures in force on imports of glyphosate originating China,
the Commission received a request for review pursuant to Amclefu {2)of the
basic Regulation.

* By aletter dated 21 September 2010 to the Commission, t e-applicant
formally withdrew its request. The Decision 2010/1187 da &d s
13 December 2010) terminated the anti-dumping proce n-impors of
glyphosate originating in China and the measures »7 rer %

United States of America (US) I

dumeing acti - ~ A9 :
In 2010, anti-dumping action was instigated ag dinst orts/of glyphosate from China
to the US, as detailed below: <5/%70
o On 7 April 2010, the US |nternatlgﬁaN C ﬁmission publicly notified the
commencement of preliminary. Qase antl ping investigation No. 731-TA-
1178 (Preliminary) under section 733(a}-6tthe Tariff Act of 1930 (19 U.S.C.
1673b(a)) in respect of glyphosa@{g\m China. This action was in response to
a petition filed (on 31 March’2010) by-Albaugh Inc.
e On 22 April 2010, a réhmmary k?eanng was held.
e On 29 April 2010, fo @wqu\ttleyvllhdrawal of the anti-dumping petition, the US
International Trade Co%sston discontinued the anti-dumping investigation.

South Amenca{}
Other anti-d&np n /@ls have been instigated against exports of glyphosate from
China to.South-Ametlica! as detailed below:

Arge{mna/ In February 2004, following an dumping investigation for expors
<o/f glyphosate from China to Argentina, the Minister of Interior Affairs signed a
4gsolution declaring that Argentina decided not to levy anti-dumping duty on
Chinese glyphosate imports. The investigation was a result of an appeal to the

Argentine Foreign Trade Committee by the US company Monsanto and its
Argentine partner.

¢ Brazil - In May 2010, following an investigation the Brazil's Foreign Affairs
Ministry agreed to apply a dumping duty (representing 2.1%) to exports of
glyphosate from China to Brazil. The investigation was a result of a complaint
from Brazil's two glyphosate producers, US-based Monsanto and local firm
Nortox.
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3.4 Consideration of the application

Under subsection 269TC(1) of the Act the CEO must examine an application for
publication of a dumping duty notice upon its receipt and, within 20 days of
lodgement (or 20 days of lodgement of further information received in support of the
application), decide whether or not to reject the application.

In relation to this application, the CEO's decision must be made no fater than
13 February 2012 (the next business day following day “20" (12 February 2012,
which is a Sunday)).

Sub section 269TC(1) specifies that the CEO shall reject the application-ifthe-CEQ is
not satisfied that:

o the application complies with sub section 269TB(4); or

o there is, or is likely to be established, an Australian indd @1 respect of like
goods; or u\

» there appear to be reasonable grounds for the qul/iéMf\g)dumping duty

notice or a countervailing duty notice in respect of the gooas thé subject of the
application. \/

These matters are examined in the following séctions of this report.

N
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(4 COMPLIANCE WITH SECTION 269TB(4)

4.1 Findings

Customs and Border Protection is satisfied that the application complies with the
requirements of sub section 269TB(4).

4.2 Legislative framework

Sub section 269TB(4) requires that the application must be in writing, be jn-an
approved form, contain such information as the form requires, be signe ,in’thé\\
manner indicated by the form and be supported by a sufficient part of thaA@tralian

industry. O
4.3 Customs and Border Protection assessment

4.3.1 Approved form @

The application is in writing, is in an approved form’@ains such/jfformation as the
. . . . . N S

form requires (as discussed in the following sections) and ig-signéd in the manner

indicated in the form.

The applicants submitted confidential and| Qut\lio ecord versions of the application
along with numerous appendices and apachpeng. /gustoms and Border Protection
considers that the public record versidn of the_application contains sufficient detail to

allow a reasonable understanding of the. substance of the information.

4.3.2 Supported by Australlﬁdustw\

An application is taken to Re s p_porte/d by a sufficient part of the Australian industry if
Customs and Border Protectlon-is:satisfied the persons who produce or manufacture
like goods in Australi@d who\\sgppon the application:

* account of | ore\{ha;? 50% of the total production or manufacture of like
good by\th prbportion of the Australian industry that has expressed either
support\for‘o\r\CJ{iP(Ssition to, the application; and

s ateount h\)\r\ne ess than 25% of the total production or manufacture of like

N\ N\, . .

goPowu tralia.
The\gpgl cation specifies that the two largest manufacturers of formulated glyphosate
in Australia are Accensi and Nufarm. The application claims that the two companies
accountfor sales of more than 75% of Australian production of the goods the subject
of the application. The applicants also toll manufacture formulated glyphosate on
behalf of some of the other Australian producers of formulated glyphosate (and
therefore the applicants claim their combined production of locally produced
formulated glyphosate is likely to exceed 85%).

An assessment of whether the applicant has sufficient industry support must take into
account all members of the Australian industry.
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The application identified the following other Australian producers of formulated
glyphosate:

Company
Autopack Pty Ltd
Bayer Australia Pty Ltd
Cheminova Manutacturing Pty Ltd
Chempak (Aust) Pty Ltd
Eureka Manutacturing Pty Ltd
Gemax Pty Ltd

Imtrade Australia Pty Ltd
Intec Industries Pty Ltd
Loral Ipsum Pty Ltd
Opal Australasia Pty Ltd
Rygel Australia Pty Ltd
The applicants provided estimates of the production capa(@,_ ope t rates and
production volumes (for formulated gyphosate 360 g/Leqﬁb/alents /of the other
identified members of the industry, based on marketfmtelllgence/ ‘he applicants

identified market shares for the other Australian praducers i 2010/11, which were
not significant.

Based on the evidence provided in the applt tiofbustoms and Border Protection
considers the application is supported bﬁsu ent g/a?n of the Australian industry
and meets the legislative prescribed a{c}ng requl{ements

Customs and Border Protection.| no7tes that due to the confidential nature of

applications, prior to mmatlon{éustoms and Border Protection has not contacted the
listed other producers of formd [ated giyphosate to confirm their production volumes

and verify the information‘p proviged by/the applicant. These volumes will be
investigated after initiation. x

X2
QO
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E THE AUSTRALIAN INDUSTRY AND AUSTRALIAN MARKET

5.1  Finding

Based on the information provided in the application, Customs and Border
Protection is satisfied that there is an Australian industry producing fike goods to the
goods the subject of the application and that the data provided within the application
is sufficient for the purpose of analysing the economic condition of the Australian
industry.

5.2 Legislative framework \ﬂ
Sub section 269TC(1) requires that the CEO must reject an appho tiotnfora dufnping
duty notice if, inter alia, the CEO is not satisfied that there is, ords Ilkelkl to Fe/
established, an Australian industry in respect of like goods/\

In making this assessment, the CEO must firstly determing,that thg'goods produced
by the Australian industry are ‘like’ to the imported goods S@on 269T(1
defines like goods as:

\
"Goods that are identical in all respa%s> to th goo/ds under consideration or
that, although not alike in all respedfs\@/l e goods under consideration, have
characteristics closely resemb/t/ngl()os c< ?eAgoods under consideration”.

This issue is examined in section 5.3 bglow—>

The CEO must also be satlsflgdf—hat the 'like>goods are in fact produced in Australia.
Sub sections 269T(2) and 269T (3) specify that for goods 1o be regarded as being
produced in Australia, the}must be wholly or partly manufactured in Australia. In
order for the goods to be consi ered-as partly manufactured in Australia, at least one
substantial process art\he man facture of the goods must be carried out in Australia.

This issue is ex@d} ecti/gn 5.4 below.
5.3 Loc<a\lly p@ ed like goods

5.3.1—Applicants’ claims

eapp icants-claim that the formulated glyphosate manufactured by the Australian
industry’is like to the imported formulated glyphosate. The application states that:

“The im}orted goods are alike to locally produced formulated glyphosate as they
each possess the following essential characteristics:

() Glyphosate technical is the dominant active ingredient in the locally
produced formulated glyphosate products and the imported formulated
glyphosate product;

(ii) The various formulations represent variations in the presentation of the
glyphosate technical for both the locally produced and imported goods;

(i) The production of formulated glyphosate (for both locally produced and
imported goods) is a relatively standard process.

CON 183 Formulated Glyphosate China Feb 2012 Page 13 of 45




PUBLIC RECORD -

(iv)  All glyphosate formulations whether locally produced or imported have
the same end use.

(v) Al glyphosate formulations whether locally produced or imported
generally have the same channels of market distribution.

(vi)  There is an absence of any clear dividing line in terms of market
segmentation between the various formulations and product
substitution can occur between the formulated products (whether locally
produced or imported)'®.

The applicants advised that all formulations of glyphosate produced domestically are
like goods to the goods imported from China. Formulated glyphosa\ <i§_e\ss\\er\nially
the same product where glyphosate technical is converted into a soLugle form at
varying concentrations, through the addition of water and/su acta ts./When
packaged all products (imported and local) at varying formu\(ati9néstrengths are
labelled for identical uses. All imported and local formulations. aﬁva’ryihﬁtrengths)
are applied within the approved application rates indicatéd o th%})roduct label,
expressed on a litre per hectare basis. i

5.3.2 Conclusion

Customs and Border Protection has examine/djﬁe ev@e\nge,presented in the
application and considers the Australian indt{stry /p/foduces—like goods to the goods
the subject of the application as defined in-sectidn’269%(1).

The applicants have demonstrated that:

e the primary physical ~characteristics of imported and locally produced
formulated glyphosateé\re simi\l r

¢ the imported and locallysproduced formulated glyphosate are manufactured in
a simitar manner; \/}

e the imponed<§Qd Iocally\\produced formulated glyphosate are commercially
alike as they-are sold to.,common end users; and

¢ the impgééd\z}nd\\k}ga)(y/produced formulated glyphosate are functionally alike
as they_ have/the'sanie end-uses.

5.4 ‘Manufactured in Australia

Tt\@catitmstgtes that Nufarm produces liquid formulated glyphosate herbicides
at its;Laverton North, Victoria and Kwinana, Western Australia plants. The applicants

N T : - .
explamgd\that Accensi manufactures formulated glyphosate at its plant in Narangba,
Queensland.

The application provides the following description of the manufacturing process for
formulated glyphosate:

‘Formulated glyphosate is produced via a two-stage process, followed by
packaging for transportation and sale.

8 Application, page 10
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The initial stage of the process involves the amination of glyphosate acid and .
mono- isopropylamine to produce the isopropylamine salt of the N-
phosphonomethylglycine molecule (i.e. the active ingredient). The amination
process is essentially a controlled acid-base chemical reaction. The amination
process is an exothermic reaction that generates significant heat.

The amination process is carried out in large purpose built reaction vessel that
incorporates cooling equipment and microprocessor based process controls to
maintain the temperature of the chemical reaction. This facilitates production
in large-scale batches. The vessels are also equipped with sulphuric acid
scrubbers to prevent emission of noxious fumes of mono-isoproplyamine to
the atmosphere.

The following depicts the chemical reaction that occurs du ngl e arpination

process.
b
fo) OH
HO_ # \/g aq, AH=-57 // H N
P__NH + HzN‘< ~~H 3
wo 0 \\

ag

The second stage of the @ess involves formulation, where the
isoproplyamine salt of glyphos te “i~blended with surfactants and other
ingredients to produce;@ glyphos ate herbicide at the desired level of
concentration (i.e. between 7.2 —“540 grams per litre). The addition of
surfactants fact/ltates ﬂke absor(ﬁt/on of the active ingredient by plants. Without
the addition of the su actams/p/ants do not readily absorb the isopropylamine
salt of glypho x

After for /a /o\\tbe glyphosate herbicide is packaged in a variety of retail
coma/ners rang from 250 mi to 1000 litre. The herbicide is also loaded into
bulk cq a@r transport to refilling stations located through regional
us!raI/a

To s tan vate manufacturing process description, Nufarm’s production flow
dlagram Was'p pr vided.

Subs / ! process of manufaclur
No
The application also claims that:

“Formulated glyphosate is made from imported glyphosate technical, there
being no manufacturer of glyphosate acid in Australia. Similarly, some raw
material surfactants (i.e. those not purchased locally from Huntsman
Chemicals), mono-isoppropylamine (“MIPA"), and antifoam consumed in the

9 Application, page 10.
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production of formulated glyphosate are all imported ingredients.

The formulation of glyphosate is considered a substantial process of
manufacture where transformation of the glyphosate technical into a
commercial herbicide occurs™0.

Based on the above description of the manufacturing process, Customs and Border
Protection is satisfied that there is at least one substantial process of manufacture
performed in Australia and, therefore, that the goods may be taken to have been
produced in Australia.

P

Accordingly, Customs and Border Protection is satisfied that there is an’Austrafian
industry producing like goods to the imported goods.

5.5 Australian market O\)
5.5.1 Background ((\

The applicants state that formulated glyphosate is useg as an herbicide for broad-

acre weed control, along with certain horticulture a d'home\\@ﬁérden applications
(requiring weed control). \ j/\
Fully formulated products manufactured by-{He applit 7 other Australian industry

formulators and imported products are \sﬁp fiéd to the Australian agricuttural
(including horticulture) market. The pﬂiﬁ?; ar a/léjsold to domestic / residential !

and industrial end-users for weed cortpol purposes
N
§.5.2 Market size >
\

//

The applicant provided its estjmate ofdbe size of the Australian market for formulated

glyphosate at the consolirf%tgd\ingusté'S‘Appendix A2 of the application and

summarised indexed movements-inithe market in section A4 of the application. The

data was provided fo’r\the perioQg007-08 to 2010-11.

The data within/ef)_p\epdi A2 ifPrelation to the sales volumes and values for other

Australian industc bers-were based on market intelligence. The consolidated
1y men ; =nce. .

industry salés\\d\ataus disgussed at section 7 of this report (including calculation and

quantitative methoﬁt\)@él/es used for market and economic analysis).

For/t}fe\\ ugposes of constructing import levels at Confidential Appendix A2, the
ap_plicar)t/s sourced export data for Chinese exports and for other countries (including
Argé‘ptipa, Indonesia, Malaysia, New Zealand and Singapore). Import data from the
AustraILaQ Bureau of Statistics (ABS) was not considered reliable for the purposes of
establishing import levels. This issue is further examined later in this report.

5.5.3 Marketing and distribution

The applicants submit that the Australian formulated glyphosate market comprises
local manufacturers, traders / importers, formulators (other Australian producers),
other suppliers, distributors, resellers and end-users.

10 Application, page 11.
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The application provides a description of each of the market suppliers as follows:

e Traders / importers — traders are responsible for importing fully formulated
glyphosate products from Asian manufacturers and then selling to other
suppliers, distributors and end users.

¢ Formulators - are responsible for importing glyphosate technical to formulate
glyphosate products in house and then sell the formulated product to other
suppliers and distributors. Accensi and Nufarm formulate glyphosate on behalf
of local suppliers in Australia.

¢ Other suppliers - are responsible for purchasing formulated glyphosate
products from traders and other formulators and selling to dlstrlbgtors ~

* Distributors - Distributors act as traders and import fully formula\te\d product
from Asian manufacturers, but more generally are responsnble{or\purchasmg
formulated product from traders, formulators and other supp/llers

N —~
The application contained the following diagram, which deplcts th\gg10/11 market
supply and distribution channels for locally produced \wponed formulated

glyphosate in the Australian market. //—_b \J

[ -

Australian Channel to market: Julyl10to junell
I Asian manufacturer l [ UsA f: ]
¥ i'
Fully formulated
Fulty fonnum:;:uoduct 6’”}::;‘“ G Teeh w:’:c'
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Traders Other Formulators Wutarm/Accens)
n  son tom ) I =y on on

I Other Suppllers ]

| =

Oistribution I

|

End u-':?- I
l

[

The applicants claim that the majority of formulated glyphosate is supplied and sold
through traders and/or distributors to end-users.
5.5.4 Market segmentation

The applicants claim that formulated glyphosate products are supplied to five market
segments in Australia, as tabulated below.
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Segment Weed control % of market
Pre plant winter cropping Broadacre weed control 40%
Pre plant summer cropping Broadacre weed control 15%
Fallow weed control Broadacre weed control 30%
Trees, nuts, vines and
Horticulture vegetable weed control 5%
Railways, mining, forestry
Industrial/retail and home weed control 10%

\

The applicants claim that preferences / customer choice for formulated’ egph\osage

products may vary between market segments. Market segmentation-will-be examined
further during the investigation. \> N\

5.5.5 Demand variability //N <%

The application states that demand for formulated glyphosate Yaries according to
seasons, as demand reflects weather variations a d—ag\(cultural butput levels. For
example, as rain stimulates weed growth, this impdcts the Aﬁsj_raf(an market through
facilitating higher demand for formulated gly@os fe. MarKet demand is dependant
on growth cycle for weeds and timing of crops?

The application notes that the peak demand’period>for formulated glyphosate is
August to March.

5.5.6 Product inter-changeability ~

The application states that thgl/o:cslly produged product and imported formulated
glyphosate are wholly interch§Qgeablq\and can be substituted in all end use

applications. Product inter~¢hangeability will be examined further during the
investigation. %//

5.5.7 Alternatiye:products

)\
The applicgn\t\\s@tgs«t\h}lvthere are other products substitutable for formulated
glyphosate fo the\(gurp/oses of weed control. However they claim that formulated
glyphosate is t\épre((;’rred fit-for-purpose herbicide used in Australia.

5.5:{(” R\po s/

Custgn]s/and Border Protection's import database shows that in 2010-2011 the
Australjan market was also supplied by imports from China, Argentina and Taiwan.
As mentioned previously the applicants sourced export data to make an assessment
of import volumes and to estimate the size of the total Australian market. The
applicants’ and Customs and Border Protection’s assessment in respect of imports of
formulated glyphosate is discussed as sections 6.3 and 7.3.4 of this report.

5.5.9 Other factors impacting on the Australia market

The applicants consider that other influencing factors including technological
advances and government regulations have not impacted the market in recent years.
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The application states that the recent increase in Chinese imports of formulated
glyphosate can be partially attributed to the removal of the 8% export rebate on
glyphosate acid in July 2010. Furthermore the Chinese Government’s decision to
retain a 5% export rebate on exports of formulated glyphosate has resulted in
increased volumes of exported formulated glyphosate, instead of glyphosate acid.
Relevant source documentation to substantiate these claims were provided in
confidential appendices to the application.

5.6  Australian industry information

5.6.1 General accounting/administration information
Nufarm

Nufarm is a publically listed company on the Australian stock ex\c(a/@. Two:
Nufarm’s Australian operating subsidiaries, Nufarm Australia Lim&ed’arﬁjmop Care
Australasia Pty Ltd, manufacture and sell formulated glyprp@%o%ls in
Australia. - 3

The application explains that Nufarm’s financial acqol/ﬁ"r?mg&@gus 1 August to
31 July. Nufarm’s audited financial statements are consoliddted at a global level.

Nufarm Limited's Annual Reports for 2010 and’201 \yere p ovided.
NS

Accensi

Accensi is a 100 per cent owned sub@\sxz’ty Ltd.

The application explains that l/\gcqpsi‘s finapcial accounting period is

1 January to 31 December. Alc\censi‘s(gnanc al statements are consolidated into
Henrich Investments (1hepare\nl company for Isnecca Pty Ltd), which are audited
annually. The application §t§1es¢hat.?ccensi's parent company is ultimately owned
by CK Life Sciences@atlo}iah% dings Inc., (a company listed on the Hong Kong

stock exchange).
Henrich Investm@‘ Ahgual'Reports for 2009 and 2010 were provided.

5.6.2 Australi n\lnd try’s sales

The glei\ca\ng provided information in the application, including a summary of
er‘f/lesti;/and?egﬁon sales (Nufarm only) volumes, revenue and rebates as required
in A\Qpe}wdices A2, A3, A5 and A6. The relevant data periods for these appendices is
discussgg in section 7 of this report. Customs and Border Protection examined the
detail in>and link between, these appendices, and considers them reliable for the

purposes of assessing the economic condition of the industry.

As required by Appendix A4, the application includes detailed domestic sales of
formulated glyphosate (including for toll manufactured formulated glyphosate) as
follows:

e for Nufarm for the 12 month period ending July 2011; and
¢ for Accensi for the 12 month period ending September 2011.

Customs and Border Protection examined the detail in, and link between, relevant
appendices and despite some minor discrepancies, considers that they reconcile
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reasonably. Australian sales of formulated glyphosate are discussed in further detail
at section 7 of this report.

5.6.3 Australian industry’s costs

The applicant completed an appendix A6 cost to make and sell spreadsheet for
domestic sales, export sales (for Nufarm only) and for toll manufactured goods.
According to the application Accensi did not export formulated glyphosate. The
information provided in appendix A8 included production and sales volumes,
manufacturing costs, selling, distribution and administrative expenses and sales
volumes for:

o Nufarm for 1 August 2007 to 31 July 2011; and -

e Accensi for 1 January 2008 to 30 September 2011. \
Appendix A1 was also provided to substantiate production volu @i ca| Qd/)l for
the applicants (for the period 1 July 2010 to 30 June 2011). { {

Customs and Border Protection examined the detail in, aq@ﬁnﬂe\t@evam
appendices and despite some minor discrepancies, consi?ers thal the)}reconcile
reasonably. These issues are discussed in further detail-a e{ti@ of this report.

5.6.4 Other economic factors
The applicants completed appendices A7 higryJ/g‘\hting{ngvj)\ems in assets, capital

investment, research and development expéQs\e/s//r‘etum-Jn investment, capacity,
capacity utilisation, employment, productingy, 0Cks, gash flow measures and

wages. Other economic factors are dis@e\g intyrther detail at section 7.9 of this

O
N

CON 183 Formulated Glyphosate China Feb 2012 Page 20 of 45




E é
( FILE
PUBLICRECORD =

|6  REASONABLE GROUNDS — DUMPING

6.1 Findings

Having regard to the matters contained in the application and to other information
considered relevant, Customs and Border Protection is satisfied that there appear to
be reasonable grounds to support the claim that:

+ formulated glyphosate has been exported to Australia from China at dumped
prices and calculated dumping margins are not negligible; and

« the individual total volume of the goods that have been dumpedJromtha is
greater than 3% of the total Australian import volume of thegodS\ and

therefore, not negligible. <)
6.2 islati : =

Legislative framework

Sub section 269TC(1) requires that the CEO must reject /app%%ion for a dumping
duty notice if, inter alia, the CEQ is not satisfied thatttiere a garto be reasonable
grounds for the publication of a dumping duty notic { Under. section 269TG, one of
the matters that the Minister must be satisfied ofto Rublish a notice is that the export
price of goods that have been exported to Autralia i$Nessthan the normal value of
those goods.

6.3 Export sources - China

The applicants stated that ABS lmpon da Qus not rellable to accurately depict import
volumes or used as a basis fo evudence of pon prices, as import data for tariff
classification sub headmg 3868 93. Ompcludes a range of herbicide products and
formulations. Customs and Bo\ er F’ro)ectlon examined its import data base and
contirms that a range of herbidide products and formulation were imported under the
relevant tariff subheaakng, mclualng goods which are not the subject of the

application. It alg&?}esdh@:
b

. goodé‘\d\e\é\' /e_d\ “glyphosate” were imported under different tariff
subheadlqgs,

{pecmc consignments of goods imported under sub heading 3808.93.00,

fro the d scrlpllon of the goods formulation is not easily identifiable; and

/|n/2010 11 under tariff sub heading 3808.93.00 no imports of 360 g/L (41%

equivalent) were identifiable.

Discrepancies

Customs and Border Protection identified goods described as “glyphosate 41 %" and
“glyphosate 360 formulated” imported under a tariff classification which falls within
Chapter 29 [Organic chemicals)'! from China in 2010/11. It is reasonable to assume
that these imports are the goods. The total net volume of these imports in 2011 was

1 Note. effective 1 January 2012, certain tariff classitications which fall under Chapter 29 were replaced, as part
of the HS2012 amendments.
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approximately 3.4% of the total import volume of the goods'2 from China. Customs
and Border Protection also notes that the nominated supplier and importer of these
goods did not import formulated glyphosate under tariff classification 3808.93.00 in
2010/11. As the volume of these imports will not significantly impact total import
volumes and market shares, for consideration pumposes they have not been included.
However, this issue will be addressed during the investigation.

For the purposes of assessing the application and to inform the CEQO'’s consideration
decision, Customs and Border Protection is satisfied that its import data classified to
tariff sub heading 3808.93.00 is sufficient. However, as mentioned above, further
investigation will be required to address identified deficiencies. The list offm\perts
from Customs and Border Protection’s import database is at Confidential
Attachment 1. /

The application identified the exporters / producers and importers;of f rwal/ted
glyphosate from China in 2010/11, as tabulated below. f_\

Producer / exporter
Jiangsu Good Harvest Welen Agrochiemical'Co.-ltd/
Shandong Rainbow Chemjcal'Co., Lt8\
Hangzhou Banghua Chehiical Ca., Lt&/
Zhejiang LingHua Ind@fCorﬁﬁaLy Cimited
Zhejiang Wynca Chémical'Group”Co., Ltd
Zhejiang Biok K{P. ChemicalCo. Ltd

P
Importer

~ \\  4Farmers Pty Ltd
GenFarm’Crop Protection Pty Ltd

A N\ Titan AG Pty Ltd

N > Uniled Farmers

//NY_\\. _ Ravensdown Ltd

\\/\/;\ United Phosphorous Limited

The ap_pﬁi\Qa\ms\c\QaAat in 2010-11 Jiangsu Good Harvest Welen Agrochemical
Co l;fd‘z-\\nd‘ h@qi)ng Rainbow Chemical Co., Ltd accounted for more than 90% of

\

to@\imppns 0t450 g/L tormulated glyphosate. Customs and Border Protection

examiried the data contained in its import database and:

identified discrepancies between the exporters and importers of the goods
listed in the application and database; and

e confirmed that the applicants claims in respect of the significant exporters of
the goods were reasonable.

12 These goods include formulated glyphosate imported under tarift classification sub heading
3808.93.00.
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6.4 Export prices

Given the issues with ABS import data, for the purposes of establishing export prices
the applicants have:

¢ provided China Chemicals Market International (CCM) export data (CCM is a
company which specialises in distribution of export sales data}; and
¢ calculated deductive export prices.

These export prices and supporting calculations are examined below.

6.4.1 CCM export prices (\

The CCM export data provided includes exports to Australia from (;ﬁc‘Qe\a oQorrpglated

glyphosate at varying strengths (including 41%, 51%, 62% and 75% equivalégts) for
the period July 2007 to September 2011. Y%

The CCM export prices are shown in United States dollar@ c\aﬁlated at free

on board (FOB) and ex-wharf. The export prices are/inﬂys%e\ of loc/al freight to the
wharf from the manufacturer premises. Export quaniities aré-meabtred in kilograms.

Customs and Border Protection has compared’t/ﬁe C M export prices for formulated
glyphosate with export prices from its importdatabise~As-€xport prices in Customs
and Border Protection’s import databasg;y\ere{rﬁ ustr lian dollars (AUD), average
exchange rates for each quarter (bas(egonf rex-datay were used for comparison

. . . / .
purposes. The export prices in the im nvdatabgs/e/were generally marginally lower
than the CCM export prices.

However given the limitations, of impogt data and as the prices were not significantly
different, for the purposes@f\swportiné the applicants claims, the database price and
volume information supports{he\hgsg/rfion that the CCM export prices are reasonable
and representative ot Ghinese-gxport prices. CCM export prices are at

Confidential Attachment 2.

The applicantsiayve aIQ\calculaled quarterly weighted average export prices for
formulated glhzhosgte/a/so, 450, 570 and 680 g/L (1 litre pack size) for the period
July 201;Q\to Seﬁl\e\mﬁer 2011 (see section 6.8 for export prices provided by the
applicant f :t\h?/p rposes of calculating dumping margins).

6.4.2 ¢Deductive export prices

The applicants claim that the CCM export data is reasonable for the purposes of
comparison with normal values and calculation of dumping margins. To substantiate
this claim, the applicants also calculated weighted average deductive export prices
for formulated glyphosate (360, 450, 570 and 680 g/L equivalents) exported to
Australia from China for the period August 2010 to July 2011.

The applicants calculated FOB export prices using market intelligence regarding into
store prices in Australia (to unrelated customers) less the following deductions:

e net profit (trader);
e delivery into store (to customer) costs;
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warehousing / storage costs;

selling, general and administrative (SG&A) expenses;
freight costs from wharf to store;

Customs duty — 5%;

import clearance and handling fees and charges; and
overseas fright and insurance.

All costs were exclusive of goods and services tax. Supporting documentation was
provided to support “landed” / into store prices in the Australian market (which was
also provided to substantiate the applicants’ injury claim in respect_of price
undercutting’?). Offers for the supply of imported Chinese formula}e/ alyphosate
(dated 25 August 2010) and an importer price list of October 2011, hi t\lighting\‘FOB
and Cost, Freight and Insurance prices were provided. Suppo )’f@\do?\ur\ne '}ation
was also provided at confidential appendices to support i Q}a\fon cq§)t; and
calculations. >

Customs and Border Protection examined the deductive e'xgm\pnce calculations and
found that the applicant had made an error in regards:to, ublicatio'  of Customs duty,
which was included in importation clearance fees. (After thi{s\ﬁr Srwas corrected, the
deductive export prices increased by 5%. T A%)Iigr;s\g deductive export price
calculations and the revised deductive/ /expo i calculations are at
Confidential Attachment 2. é

Customs and Border Protection also/(m/rn/E\aLr_gad e applicants’ deductive calculation
and the revised deductive export pnégs/to‘CCM export prices. The CCM export
prices were generally higher/tr@n the<applicants' deductive export prices but
generally lower than the reviséd deductive e)port prices for each product formulation.

Price variances are apparent [ewper, however are not considered significant.

6.5 Conclusion /

Article 5.2 of lhe/)lqud\ ¥ade.Organisation Anti-Dumping Agreement stales that an
application shei{Kingl;;deb«gvlgeﬁce of dumping. It states that simple assertion,
unsubstantia”&ed\t)(&ele ant evidence, cannot be considered sufficient to meet this
. N\ vl . . .
requirement, bu \suc{lyﬁormatlon must be reasonably available to the applicant.

Custom$ant.Bosder Protection considers that, based on the information submitted in
theé\pgli;ation,—-the CCM export data and deductive export prices appear reasonable,
witha-€drrection made for duplication of Customs duty.

Customs-and Border Protection therefore considers the export prices submitted for
China to be reliable, relevant and suitable for establishing reasonable grounds that
dumping has occurred for the purposes of initiation of an investigation.

13 Section A-9.2 of the application refers.
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6.6 Normal values

For the purposes of establishing normal values the applicants have:
e provided a commercial invoice for a domestic sale of 360 g/L (41% equivalent)
formulated glyphosate dated September 2011, )
* conducted a market survey of domestic selling prices with two domestic
suppliers (dated October 2011); and
e calculated constructed normal values based on estimates for cost to make and
sell plus SG&A and profit in China.

These normal values and supporting calculations are examined below.

6.6.1 Domestic selling prices

Commercial invoice L.
The application contained a commercial invoice for a dome,slic.sa\@\'or formulated
glyphosate 360 g/L (41% equivalent) dated September 201(1,’59 upbgging evidence
for domestic Chinese selling prices. The domestic sale was for foripulated
glyphosate: ~

+ sold in1 litre containers at RMB 24,779 per I'\ re; and

» sold in 200 ml containers at RMB 26,106/pen|itre.

Prices were value added tax (VAT) exclusiv @ﬁ@ustom‘s and Border Protection
noted that terms of payment (e.g. crediu’aeli‘v (K/(V}m'é‘not identifiable on the source

documentation. Q

Domestic market survey

The application also comaineﬁarket survey conducted by an applicant company
from two domestic suppliers afformul ted glyphosate, covering the 12 month period
ending September 2011, fo\\proﬁd\eﬁ pporting evidence of Chinese domestic prices.
One of these suppliers is a manufacturer of formulated glyphosate and also
purchases glyphosa e\technicﬁftgom a large Chinese manufacturer. The other
supplier is a retai é?;\vyho\sgppﬁes formulated glyphosate. A brief summary of the
market surveyd/@t ite\d\bqjow:

Domestic prici

. _Ig:@e months Teading up to September 2011 domestic selling prices declined

/‘b\e)tw en 5;,10%.

& Bemestic’prices for formulated glyphosate (product strength unspecified)

supplied by Zhejiang Wynca Chemical Group (identified as the largest

rﬁanufacturer of glyphosate) in 200m! containers declined to RMB 22,000 per
kilo litre.

* One supplier advised that in August/September 2011 net selling prices for
formulated glyphosate delivered ta warehouse (VAT exclusive) ranged
between RMB 18,000-26,000 per kilo litre.

* A second supplier (a retailer) advised that the domestic purchase prices
sourced from two Chinese manufacturers for formulated glyphosate 360 g/L
(41% equivalent) were RMB 17,500 and RMB 20,000 per kilo litre (VAT
exclusive) {specific date not specified). Payment terms for these sales were
described as “end of the season”.
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Market / product
¢ Formulated glyphosate sold domestically incorporates a locally manufactured
surfactant, however formulated glyphosate exported to Australia incorporates
an imported surfactant (which is more expensive).

6.6.2 Constructed normal values

The applicants constructed domestic Chinese selling prices (normal values) based
on the cost to make (packaging, freight and formulation costs inclusive) and including
a margin encompassing SG&A expenses and profit. Constructed domestic selling
prices were calculated for comparison with equivalent formulations of glyphosate
exported to Australia and to reflect differences in surfactants and paclgaéi@\ uged to
manufacture domestically supplied and exported formulated glyphosate!

Costing methodology O

The applicants calculated ex-factory domestic selling pricg.{fo?ﬁp\pg&iods

June 2010, June 2011 and August 2011. The applicants claim tha\ i\t is-considered
reasonable to use the June 2010 data to construct go/wl‘ lues for the September
and December 2010 quarters, the June 2011 data fof the Mareh-ard June 2011
quarters and the August 2011 data for the Septe b@uaner.

The applicants constructed normal value co t\m;tﬁbdo ogy’is detailed below.

Glyphosate technical /D </
‘OV '

An applicant secured 2010-11 cost o 901@/ ata for glyphosate technical from
two Chinese manufacturers. The applicants claii that glyphosate technical
represents 60-70% of the total-€ost of pro l}gtion. It is not evident if this calculation is
a proportion of variable, fixed/or total cost to make and sell, and therefore, this claim
has not been substantiateg.

Average costs for glyphosate 1 \[mical were calculated for June 2010, June 2011
and August 2011 for, formulate/d) glyphosate 360, 450, 570 and 680 g/L. Costs were
calculated in RMB and USD,ahd are VAT exclusive.

ANV :
SG&A and proQt were not applied to costs of glyphosate technical to reflect the
applicants claimiha ~Chinese manufacturers of formulated glyphosate also
mar)u/fa\ctu\t‘&ech;\)cal glyphosate. Customs and Border Protection does not consider
thi\s\app;bach\i‘s_‘appropriate, as it is reasonable to assume Chinese manufacturers of
techQi atglyphosate will incur SG&A expenses. However Customs and Border
Protectio\n notes that including an SG&A and/or profit component for glyphosate
technical.is unlikely to impact on the constructed selling prices, given the applicants’

constructed costing methodology. This is discussed further below.

Other raw material costs (e.q. surfactants)

The applicant constructed other raw material costs (including costs for locally

produced and imported surfactant, MIPA and water). An applicant advised cost |
estimates for other raw materials were based on market intelligence obtained from

Chinese manufactures (of surfactants and glyphosate). Other raw material costs

were calculated for June 2010, June 2011 and August 2011 for formulated

glyphosate 360, 450, 570 and 680 g/L. Costs were calculated in RMB and USD and

are VAT exclusive.
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Customs and Border Protection noted that the locally produced cost was more than
50% less than cost of imported surfactant. Customs and Border Protection calculated
that surfactant (imported and domestic) costs represent between 1-2% of the total
cost to make and sell the different formulated glyphosate. The application did not
provide any further details regarding the difference in surfactant costs.

Packaging an itional ¢

The applicants calculated costs for packaging (including costs for pallets, stretch
wrapping, labels, cartons and filling) and additional cost (e.g. formulation). An
applicant advised cost estimates for these costs were based on market.i tel}ence
obtained from Chinese manufactures and suppliers.

Packaging and additional costs were calculated for June 2010, Jd 2011 aqd
August 2011 for formulated glyphosate (standard costs applled o) all forthatlons
sold in 200ml, 20 litres, 200 litres and 1000 litres pack S|ze vq@a calculated in
RMB and USD and are VAT exclusive. DB

Ereight costs
Aninland freight cost was also calculated to transpo\n lhe fo?\pulated glyphosate from

the factory to the port as an equivalent cost fo@@e This freight cost was

based on market intelligence.

Margin - SG&A expens nd profi

To estimate SG&A expenses (other tha ckaging, freight and formulation costs)

and a profit margin for the construgted sell g prices, the applicants compared the

constructed cost to make and’séll fo domestic selling prices obtained for

August/September 2011 from\lhe doﬁestlc market survey). Although the domestic

selling prices represent a s glepom )1 time, the applicants consider it is reasonable

to use the derived sellmg ma Qu@espemally as prices were declining in 2011) and

apply to costs to make> and sellipJune 2010, June 2011 and August 2011.

Selling margi b/‘ mpassm@SG&A and profit) were derived from the lowest net
\:

selling pnce oBtained'fr m~or(e supplier in the market survey (RMB 18,000 per kilo
litre) and thé- domesllc selling price (RMB 26,000 per kilo litre).

As prevr/ch\sly noted, SG&A and profit were not calculated for derived glyphosate
techﬁtca]«f:oéts Ab'plylng these factors would result in reducing the margin between
thédotal'constructed cost to make and sell formulated glyphosate and the net selling
pnceé for domestic sales based on the domestic survey, but applying the margin to a
hlgher\c?g/st base. Therefore, while their omission is not appropriate, it is noted that
based on the applicants constructed selling price methodology, the inclusion of these
costs and profit would have no impact on the overall constructed domestic selling
prices. Therefore for the purposes of a consideration decision, these costs have not
been recalculated.

Summary — consiructed selling prices
In summary, to construct domestic selling prices for formulated glyphosate (as prima
facie normal values) the applicants have:

* used average glyphosate technical costs;
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. » added costs of other raw material (including surfactants);
» added packing, packaging and delivery costs; and
* applied an estimated margin (derived from lowest and highest prices provided
in a domestic market survey) to reflect other SG&A expenses and profit.

The applicants constructed calculated domestic selling prices for formulated
glyphosate 360, 450, 570 and 680 using locally and exported surfactant and in
differing packing sizes (200ml, 20 litres, 200 litres, 1000 litres and 10 kilogram (kg)
bags). Customs and Border Protection notes that constructed selling prices for
formulated glyphosate (in 1 litre packaging) declined only from the secor)d-qugrter in
2011. This does not support the applicants’ claim that domestic prices decreased in
the 12 months ending September 2011.

6.6.3 Adjustments

To ensure comparability to export prices the applicants ha\‘/gc nstn{ct/emmal
values at FOB level (equivalent to export prices). The appficants t\\a\ve\\glso made two
adjustments to normal values for comparison to equivalenWices.

The applicants have adjusted constructed normal \Iues togseflect differences in VAT
applied to sales and export rebates. The applicgnts plifted/ he constructed selling

prices by 12% to account for the difference bé eer the-17% VAT which applies to

domestic formulated glyphosate sales and tﬁe\sf’//expon rebate which applies to
formulated glyphosate exported to Austyali

The applicants also noted an adjustme fordiffetences in surfactants used in
manufacturing imported and e}pg\r;ed form&l\ated glyphosate. For the purposes of
constructed normal values, thle’imported surfactant costs have been used to ensure
comparability to export prices:

_
The applicants do not considepany-other adjustments are necessary.

6.6.4 Conclusio
As noted prgvé sly ,@cleéol the World Trade Organisation Anti-Dumping
Agreement stétes»@at ap) application shall include evidence of dumping. It states
that simple ass\b?r\tiontﬁnsubstamiated by relevant evidence, cannot be considered
sufﬁ/ci/gnt\ Qﬁr;eet t};is requirement, but such information must be reasonably
avajlable 1o the gpplicant.

Custorys and Border Protection considers that, based on the information submitted in
the appl?l;ation, the amounts used by the applicant to estimate domestic selling prices
in China appear to be reasonable. The applicants have supported their constructed
cost model with information that is reasonably available to it and, where assumptions
have been made, have explained the basis for those assumptions. Where
appropriate, the applicants have used market intelligence, to make adjustments to
prices, if necessary, to make them appropriate to their understanding of industry

conditions in China.
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The applicants have also included a profit margin (derived from the margin calculated
representing the difference between costs to make and sell and net selling prices'4)
as part of the constructed normal value. Customs and Border Protection agrees that
a reasonable level of profit where appropriate needs to be applied to the cost to
make and sell formulated glyphosate in China. In this instance, whilst the applicants
have not provided any supporting evidence for its estimate of profit, it is considered
reasonable because it is based on a margin between evidenced costs and evidenced
selling prices.

In the course of this investigation, Customs and Border Protection will seek
information regarding an appropriate level of profit to apply should a construgted cost
model be required for the determination of normal value.

Customs and Border Protection is also satisfied that, based on t @rmaﬁog /
submitted in the application, no further adjustments to domestic~s\elliy _/price\sfare
required. Constructed normal values and supporting calculations_atgGat
Confidential Attachment 3. (i

6.7 Import volumes - China

The application states that in 2010/11 imports/oj:forrqqlatedj};lyphosate from China
represented the largest volume (approximateWo) of:totalimports into Australia.

From the information available from Cygﬁr?g and Bgré?er Protection’s import
database, it appears that imports fron{ \hip _LQasgjﬂéd to tariff sub heading
3808.93.00) represented more than 3%\9'{?10&' import volume of formulated

glyphosate during 2010-11 and.are therefale not in negligible volumes as defined in

section 269TDA. Y N
6.8 Dumping marg(i\rS\\//
The applicants have(l}Qe\d constriycted normal values for formulated product (360,

450, 570 and 6/89@‘/.\%.‘ N I{trejback size) and compared to quarterly weighted
average exporl\p(igeg(or eﬁu’ivalent formulations, to determine dumping margin

calculationsSas t tlated below (see page 30).
N

K

14 As previously noted the derived margin also includes SG&A.
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360 g/L strength formulate glyphosate (1 litre pack size)

Low High
Period Normal China Margin | Margin [ Normal | China Margin | Margin
Value Export USS$/L % Value Export uss$/L %
US$/L ussiL Uss$/L USS$/L
Qtr 3, 2010 2.68 1.45 1.23 85% 3.88 1.45 243 168%
Qtr 4, 2010 2.68 1.86 0.82 44% 3.88 1.86 2.02 109%
ouT,2011 [281 194 087 |d45% |405 194 2.12/:‘\\\\09%
Qtr 2,201 2.81 1.76 1.05 60% 4.05 1.76 I2.29. 130%
/ NINNZ
Qtr 3,201 2.76 1.62 1.14 70% 3.99 1.62 \ 237 \146%

450 g/L strength formulate glyphosate (1 litre pack size)

/\\\

Low High

Perlod Normal China Margin | Margin [ Normal | China Margin | Margin

Value Export | USS$/L % Value Export | US$/L %

Us$/L uss$/iL uss/L uss/L
Qtr3,2010 [3.10 1.90 1.20 63% 448 1.90 2.58 136%

g
Qtr 4, 2010 3.10 2.05 1.05 \|B51% 4.48 2.05 2.43 119%
P AN
Qtr 1,201 3.24 2.27 (( 0.97 43% 4.68 2.27 2.41 106%
A\
Qtr 2, 2011 3.24 21 N.06 49% 4.68 218 2.50 115%
8%\ y
, 2011 3.18 N 217 1.01 47% 4.60 2.17 243 112%
Qtr 3, 20 \\ \r\\) 0
PN \S P
PN\
570 g/L sireng(tktonnt@yphosate (1 litre pack size)
Low High

Period Normal China Margin | Margin | Normal | China Margin | Margin

Value Export USsS/L % Value Export | US$/L %

us$iL uss/iL USS$/iL uss/L
Qtr 3,2010° | 3.15 1.99 1.16 58% 4.55 1.99 2.56 129%
Qtr 4, 2010 3.15 2.48 0.67 27% 4.55 2.48 2.07 83%
Qtr 1, 2011 3.29 275 0.54 20% 4.75 275 2.00 73%
Qtr 2, 2011 3.29 275 0.54 20% 4.75 2.75 2.00 73%
Qtr 3, 2011 3.23 2.06 1.17 57% 4.67 2.06 2.61 127%
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680 g/L strength formulate glyphosate (1 litre pack size)

Low High
Period Normal China Margin | Margin | Normal | China Margin | Margin
Value Export | US$/L % Value Export | US$/L %
usDS$/L USS$iL ussiL uss/iL
Qtr 3, 2010 4.1 2.77 1.34 48% 5.94 2.77 317 114%
Qtr 4,2010 41 2.72 1.39 51% 5.94 2.72 3.22 118%
Qtr 1,2011 4.21 3.26 0.95 29% 6.08 3.26 282~ 87%
//\\
Qtr 2, 2011 4.21 3.32 0.89 27% 6.08 3.32 2‘.7{ 83%
RN | /)
Qtr 3, 2011 4.13 3.63 0.50 14% 5.96 3.637 233 J[64%
A==

andBon
To test the applicants’ dumping margin calculations, Cust (r(s_and Border Protection
calculated dumping margins for the period August 201Q-t0 uj@}iﬁ using revised
deductive export prices, as tabulated below:

% )
Based on Low Normal Values Based on High Normal Values
Glyphosate UsDS$/L USDS$/L
360 35-58%\ \{___ ¥ 96-128%
450 3187% J) N\ 98-127%
570 15°57%, ~—r 66-127%
680 __61-127% 69-109%
o

Customs and Border Protgqtib\ 'S calcft}lations, which fall within the range of 15% to
128% for the different formutatiol s,.age( generally lower than those contained in the
application (excluding{iumpin@‘\margins for formulated glyphosate 680 g/L which
were higher). Dumpin‘g\margin calculations (the applicants’ and Customs and Border

Protection’s) are/at‘(\:onﬁ\dqnual Attachment 4.

Customs anfj\\@o e@tection is satisfied that, based on the information submitted
in the applicationxthe-applicant has demonstrated that there appear to be reasonable
grounds f&ngncluping that formulated glyphosate has been exported to Australia

front China ‘atdufiped prices and;

o\ that the volume of these dumped imports was not negligible; and
¢ duymping margins were not negligible.

'S This period was used as price and cost data for deductive export prices were provided for quarters
which align with Nufarm's financial year (August to July) and could not be extrapolated to calculate
prices on a July to June financial year.
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7 REASONABLE GROUNDS — MATERIAL INJURY CAUSED BY
DUMPED IMPORTS

7.1 Findings

Having regard to the matters contained in the application and to other information
considered relevant, Customs and Border Protection is satisfied that exports to
Australia of formulated glyphosate from China at allegedly dumped prices appear to
have caused material injury to the Australian industry.

7.2 Legislative framework

Sub section 269TC(1) requires that the CEO must reject an app /9at|on\for dlynpmg
duty notice if, inter alia, the CEQO is not satisfied that there appeagto be- 'reasonable
grounds for the publication of a dumping duty notice. Under~ Qtlo 269TG70ne of
the matters that the Minister must be satisfied of to publls dumpmg\guty notice is
that, because of the dumping, material injury has been Ol'l emg ‘caused or is

threatened to the Australian industry producing like oods
7.3 Approach to injury analysis
7.3.1 Financial data

As previously mentioned; the appllcatl n states hat)\lufarm s financial year is from
1 August to 31 July, whereas Accensi's fm ncxwear is 1 January to 31 December.
As aresult, Nufarm’s and Accensi’s quarters are mis-aligned by a month as

illustrated in the table below: /(3

A\
Month Nufarm Accensi
January N\ N2/ Qtr2
February \) Qtr 1
—~March  ~° Qtr3
iAY Y INZ4
QAN May ~ Qtr 2
N\ \\Jdne Qir 4
N\ uly
[ /] August Qr3
~~" September Qtr 1
October
November Qtr 4
December Qtr 2

In presenting combined Nufarm and Accensi data, the application has aggregated
each applicant’'s most comparable quarters. For example, Accensi's March quarter
data has been combined with Nufarm's April quarter data. The application has then
aggregated four quarters and presented annual data on a year ending June basis
from 2007/08 to 2011/12. Customs and Border Protection considers that it is
acceptable for the purpose of demonstrating that there appears to be material injury
suffered by the Australian industry.
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Furthermore, as Accensi only commenced operations from January 2008, the
2007/08 combined financial data only includes six months of Accensi's financial data
(or if relevant, the data has been presented on a pro rata basis).

Customer and Border Protection notes that the application includes data down to the
formulated glyphosate product leve! (for varying formulations) for Nufarm and
Accensi. However, for the purpose of assessing reasonable grounds of injury and
causal link in this section, total annual aggregated figures have been used. Analysis
at a lower product level, such as by product concentration, will be undertaken during
the investigation.

7.3.2 Other Australian manufactured formulated glyphosate

As previously mentioned; the application states that the Australiap,fur@\ul tgd
glyphosate industry comprises of a number of other Australian r{!aﬁufaglu art
from Nufarm and Accensi. The applicants have estimated the saTQs formgby the
other Australian manufacturers for the purpose of determlplﬁ“l\gto al Australian
industry's sales volume. In doing so, the appllcatlon has excluded ufarm’s and
Accensi's sales of “toll” manufactured product in calculati nd*t \e_ag) icants own sales
volume to avoid double counting.

In addition, the application has also presented- /édsls\qma for/lts “toll” manufactured
product separately in Appendix A6 for each pllcaht however only presented
combined Nufarm and Accensi costs da/ta -for Qv/n manufactured products (i.e. non-
toll). Therefore, the analysis on price f|t eUts also excludes “toll”
manufactured products. a</

For the purpose of assessing rgasonable grands of injury caused by dumping in this
section, Customs and Border( Protecllon considers excluding toll manufactured
products from the analyswto b ccep table. However, Customs and Border
Protection notes that the ap plica I@/dalms that injury “is pamcularly evidenced in
formulated glyphosate. productkz that is toll manufactured...”. In order to investigate
and assess mjury,to\the\whole dstralian industry, Customs and Border Protection
will seek to cont%ct other Au ralian producers to analyse sales and production of toll
dgetsdun ring the investigation.

man ufacture\\\

733 gregating difterent concentrations

The- phcahon pf;sented market volume data in Appendix A2 by converting the
vd@mes f different concentrations to 360 ¢/L equivalents, before aggregating the
data using the following conversion rates:

Concentration Conversion rate to 360 g/L
360 1.000
450 1.250
470 1.306
510 1.417
540 1.500
570 1.583
680 1.889
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However, the application did not use 360 g/L equivalents in its combined costs
spreadsheets at Appendix A6 and aggregated the cost data using actual volumes.
Customs and Border Protection was able to convert the data in appendix A6 into 360
g/L equivalents.

7.3.4 Import data

As mentioned previously, Customs and Border Protection conducted a comparison of
the import data contained in the application with data contained in Customs and
Border Protection’s import database. Despite the issues / discrepancies previously
discussed, no significant variances in import volumes were identified and the

applicants’ estimates are therefore considered reasonable.

For the purpose of analysing the application in this report, the ana/y; f mport
volumes have been based on data contained in the application \5

In this section, sales of imported formulated glyphosate by/mp i ants were

included in the Australian industry’s sales volume and excluded fﬂ{ the import
volume. \ D

7.4 Commencement of injury /

The application claims that material injury to\Q

tratidn-industry caused by
dumping commenced after imports of formulated.glyphgsate exported to Australia
from China increased by almost 400%@}0/ \/

7.5 The applicants injury.claims
The application claims that d ie to mgorts of formulated glyphosate exported to
Australia from China at dumped pnces Chinese exporters have undercut the
Australian industry’s sellmg i es\by etween 14.6% and 49.0%. The application
argues that the pnce\undercutt%g by the dumped imports have caused injury to the
Australian mdlyy l%wf

e lost sales<oBmes

« lost matket: s\hg/re and

*  réductions\in prices and impacts on profit and profitability.

Th@fation a>lso claims that, in certain circumstances, the Australian industry has
redugegpnces to compete with the dumped imports. However, it adds that the
appllcams have not sought to match all offers of the imported Chinese product as the
offers wete below the Australian industry's fully absorbed costs to make and sell.

The application further claims that lower production volumes due to an increase in
import volumes of dumped formulated glyphosate in 2010/11 have caused the
Australian industry's costs to be higher than it would otherwise be, impacting on
profits and profitability.
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W

In addition, the application claims that in 2010/11, the Australian industry has
experienced injury caused by dumping in the following other economic injury
indicators:

reduced revenues;

reduced capacity utilisation;

increased inventory levels;

inadequate returns on investment;
reductions in capilal expenditure;
inability to attract capital to reinvest; and

reduced employee numbers and subsequent reductions in wages’billg

7.6 Volume effects

The following graph shows the total volume of formulated glyphosatesales in
Australia in 360 g/L equivalent (in litres) based on the data comagecr\gthe

application. ) (3 %)

Australian market
2007/08 2008/09 2009/10 2010/11

Y%
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The following graph shows the applicants combined total sales volume (including

imports and excluding "toll” manufactured products) and the import volume from

China of formulated glyphosate in 360g/L equivalent litres based on data contained in
the application.

Sales volume

Py /\
— — >
V /

| —~—

I 2007/08 2008/09 2009/10 2010/11

-—&— Applicants' domestic sales  —#—China

RO
In the graph above it appears that the agplucan\tsghave/lost sales volume between

2009/10 and 2010/11 to the allegedly du
China.

The following graph shows the/ma\fket sha@of formulated glyphosate in 360g/L
equivalent litres based on datﬂ,c'ontained in'the application broken down into:

* formulated glyphosgt{e ‘ia\les by()\the applicants (including imports);

s formulated glyphosatq\salg__g)/other Australian industry members (including
toll manufactured goods);

e imports of/forr\nulgted gl bhosate from China; and
imports Qf«fb\rmulat\eg}g/léphosale from other countries.

m“pé/d i'm@s/of formulated glyphosate from

N
Marketshare
i
e
LY ¥,
q @ Other Imports
W Ochina
@ Other Australian producers
@ Applicants’ domestic sales
2007/08 2008/09 2009/10 2010/11
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The graphs above show that the Australian formulated glyphosate market
experienced an expansion between 2008/09 and 2010/11. This expansion was
partially reflective of the end of drought periods in Australia. Despite this, it appears
that the applicants lost sales volume between 2009/10 and 2010/11. In the same
period, imports of formulated glyphosate significantly increased, capturing greater
market share at the expense of the applicants and the overall Australian industry.

Consequently, it appears that the applicants have lost market share between
2009/10 and 2010/11 to the allegedly dumped imports of formulated glyphosate from
China.

7.6.1 Conclusion - volume effects (g\
0 \the claim

Based on this analysis, there appear to be reasonable grounds to/§u )
that dumped imports have caused injury to the applicants in the fofm ofllost%fes
volume and market share. —

7.7 Price effects | Q
Price undercutting )

Price undercutting occurs when imported prod i is Id at g/price below that of the
locally manufactured product.

VA

As previously mentioned, the applicapl fc"lﬁiln,l t ktl’}e Australian industry’s selling
prices have been undercut by the imp rtgd/’O@e/se formulated glyphosate (in the
Australian market). They claim that a co grison of selling prices (at the distributor
level of trade) for imported forpyilated glyphgsate to the Australian industry’s selling
prices shows significant levels{of pricg.undercutting (ranging between 14.6% and
49.0%). The applicants alsg\c\ ir;rj that for certain product lines they have not reduced
prices to match the selling pr@es\cg-t/h/ Chinese imports because the price reduction
required would resultin selling rices below the Australian industry’s fully absorbed
cost to make and.sell."Xer these product lines the applicants claim that price
undercutting is-fot Substattiaf-

To support lhe‘\clai of price undercutting (and evidence of into store costs for the
Chinese‘irgports}}{hevapplication also refers to the deductive export prices which
wer/ecalcurated and the supporting documentation which was provided (section 6.4.2
refers).

In assessing these claims, Customs and Border Protection notes that based on the
information provided there does appear to be some level of price undercutting for
certain formulated glyphosate products.

As previously mentioned an error was identified with deductive export price
calculations (through duplication of Customs duty). However based on the prices
provided for comparison purposes (at application section A.9.2) for 360 and 450 g/ L
there does appear to be price undercutting for these products (even if an adjustment
is made to account for the duplication of Customs duty).

However as noted at section 7.3.1, for the purposes of assessing reasonable
grounds, injury is not being assessed down to product levels by concentration /
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formulation. Also, based on the applicant’'s own admission price undercutting is not
evident across all product lines. While there appears to be price undercutting for
certain products, the extent of this undercutting across all formulated glyphosate
cannot be confirmed (at this stage). Therefore Customs and Border Protection
cannot be satisfied that any price undercutting of the Chinese imports is causing
injury to the applicants. This issue will be further investigated.

Price depression and price suppression
Price depression occurs when a company, for some reason, lowers its prices.

Price suppression occurs when price increases, which otherwise would have

occurred, have been prevented. An indicator of price suppression ma} the margin
between prices and costs.

/.
Although the appllcatlon has not claimed injury in the form of. pncegepresscon or
price suppression, Customs and Border Protection nonetr?é eSS anal}sed the
applicants’ sales and cost data as part of the usual course\of asse§§mg y whether
there appear to be reasonable grounds for the publication owumpmg duty notice.

The following graphs show the applicants combcped welghted average unit price and
unit cost to make and sell based on data cont?med in the appllcatlon The first graph
is presented in 360 g/L equivalents, while the subseq%nt graph uses actual volumes

N
Price and costs (360g/L)

)

.
—
<
\

< 2007/08 2008/09 2009/10 2010/11

—¢—Unit CTM&S —f Unit Price
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Price and costs (actual)

o

"\

—— AN
=\
~_~

\\‘.—_—-

2007/08 2008/09 2009/10 2010/11

——Unit CTM&S =@~ Unit Price

(2 \\b /]

The graphs above show that the applicants’ prices d\ecreas d-between 2007/08 and
2009/10 then stabilised in 2010/11. Similarly, the ap\plrcantg.’)costs observed a
downward trend over the same period with co$ts pe)aki@ln 2008/09. The
application explains that this peak was due fo a sportage of glyphosate technical.
The application also explains that glyppgsate\ form\ul/a ‘prices did not follow costs
higher in 2008/09 due to dry conditions’in Australiava the time.

r’\\/ %

In 2010/11, the period the apphcants claimed that i injury trom the alleged dumped
imports from China commenced; i appears that prices increased slightly while costs

decreased slightly. %\\ )

7.7.1 Conclusion — price effects

Based on this analys<\\there does appear to be reasonable grounds to support the
claim that dumpg,d |?)nport\s\ha)/’é undercut some of the locally manufactured goods,
however Custors and- Border Protection cannot be satistied that this has caused
injury to the%pplrcgﬁts (at this stage). There also does not appear to be reasonable
grounds\to suppc\)r\t a clarm that dumped imports have caused injury to the applicants
in the- fornﬁ\owdepressron and price suppression.

7.8\9roﬁt and Profitability effects

The following table shows the applicants’ combined total profit and profitability based
on data contained in the application. Customs and Border Protection notes that
calculating profitability using either actual or 360g/L equivalent volumes produce
identical figures.
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Profitand profitability

.\ )
/ 3

2007/08 2008/09 2009/10 2010/11

s Profit == Profitabitity

The graph above shows that the applicants’ fmancnﬁ mon detél/orated rapidly
between 2007/08 and 2008/09 from a profit to a}oss§\lt appe,ars that this was the
consequence of the glyphosate technical shopage/pus@g/costs higher on one hand
and low demand for formulated glyphosate due 1o the drought pushlng prices lower
on the other. However, the applicants’, fncnal{)osn/on improved in 2009/10 as the
cost fell from its peak, and then almost{ro/ke even\)w 2010/11.

As discussed in section 7.5 abogve, the apgcatlon claims that the lost sales volume
caused by dumped imports haCe résulted ineosts to be higher than it otherwise
would had been, presumably\lhroughhlgher unit fixed costs. Although this claim
appears to be reasonabIeQ@ " lnmlna‘ry analysis of the applicants cost data,
particularly the propomon ofits init:€ost that is fixed and the trend in fixed costs,
indicates that any redQctlon m\overall unit costs from higher sales and production
volume in 2010/11-wouk b\e/small

Overall, it appears f hat theré is insufficient evidence to find that the applicants have
suffered lost pr\ft oq)/rémablllty due to the alleged dumped imports.

7.8, 1/.Conclusio - profit and profitability effects

Based on thls analysas there does not appear to be reasonable grounds to support
the cialm that dumped imports have caused injury to the applicants in the form of
reduced) _profit and profitability.

7.9 Other economic factors (including revenue effects)

Customs and Border Protection examined the information provided in the Appendix
A7 and notes that both applicants production capacity of formulated glyphosate is
significantly underutilised throughout 2007/08 to 2010/11, with a significant fall
between 2009/10 and 2010/11. .
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The data also shows that the applicants experienced reduced revenue and higher
inventory levels between 2009/10 and 2010/11, which is likely to be a consequence
of lower sales volume experienced by the applicants (section 7.6 above).

7.9.1 Conclusion - other economic factors (including revenue effects)

Based on the information contained in the application there appears to be reasonable
grounds to support the claim that dumped imports have caused injury to the
applicants in the form of reduced revenue, reduced capacity utilisation and increased
inventory levels.

Customs and Border Protection will further analyse the other economlc/(gfd
revenue) indicators claimed in the application, including those discussed.in th|s
section, during the investigation. j

7.10 Factors other than dumping g\

The application claims that there are no factors other than the% umped
imports of formulated glyphosate exported to Australia frompChina that have caused
injury to the Australian industry.

Based on an analysis of the application, it appe,ars that thge were no other factors
that caused injury to the Australian mdustrya{mown 1-other than the increase in
imports of formulated glyphosate from Chinaa a@y dumped prices.

7.11 Comparison of export price:afid-rion injurious price

Unsuppressed Selling Price (U/SP)yand Nor\/njunous Price (NIP) issues are
examined at an early stage o an mvestlgatlon and, where possible and appropriate,
preliminary examinations ade du jng the application consideration period for the
purpose of assessing m;u%gandcaus link and therefore the appearance of
reasonable grounds for the phbhcatlon of a dumping duty notice.'6

The NIP is the Jini rice necessary to prevent injury to the Australian industry
producing like goo 2 +.

Custom and B rQervrotectnon generally derives the NIP by first establishing a price
at wplch\the appllcgnt might reasonably sell its product in a market unaffected by
dumjping and‘subSIdles This price is referred to as the USP.

Custor\n\s and Border Protection’s approach to establishing USPs observes the
following:hierarchy:

¢ industry selling prices at a time unaffected by dumping and subsidies; or
¢ constructed industry prices — industry cost to make and sell plus profit; or
¢ selling prices of undumped/unsubsidised imports.

16 Sub section 269TC(1)(c)
17 Sub section 269TACA(a)
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Having calculated the USP, Customs and Border Protection then calculates a NIP by
deducting the costs incurred in getting the goods from the export FOB point (or
another point if appropriate) to the relevant level of trade in Australia.

These deductions normally include overseas freight, insurance, into-store costs and
amounts for importer expenses and profit.

The applicants have not provided USP or NIP estimates as this is not required by the
application form. However, it is considered appropriate to compare the allegedly
dumped and subsidised export prices to NIP estimates for the purposes of this

report.
77N
If the export prices are greater than the NIP, it would suggest that dumplng and)

subsidies may not be causing material injury. If, on the other ha d/th\e ex \rt/p;ices
are lower than the NIP, this would support a finding that dumpe: ‘4nd élbsidised
imports have caused material injury to the applicant prodU/ng i e\doodsQ

Customs and Border Protection has undertaken a preliminary calculation of a USP
and NIP for formulated glyphosate. U

As discussed in section 7.4 above, the applicatjon ¢ aims t'h;t injury to the Australian
g 0

industry caused by dumping commenced |n/2 10/11\TFherefore, the USP has been
calculated based on the applicants’ selling pr! g/sjf? 2009/10, which at this
preliminary stage appears reasonable, a: ‘anlt ts lo/?nake and sell during this
period were relatively stable. < W

To derive the NIP, an amount for sellmg, eneral and administration expenses and
post exportation charges havg’been deducted from the USP based on data
contained in Part B of the applicatio

n.
The analysis found that estimated: e)g>rt prices (based on those calculated in
Section 6 above) wefe st|II all I er than the NIP. This finding supports the claim that

dumping has CZI?S m;{to/e Australian industry.

7.12 Concl S on on matenal injury caused by dumped imports

it appears <that du pmg has caused injury to the applicants in the form of lost sales
volu ’\\losl*n@r/k\ t share, reduced revenues and increased inventory levels.

H wever)tt does-hot appear, from the evidence presented in the application, that the
apth fts have suffered, or that dumping has caused the applicants to suffer, injury
in the ?31 of price depression, price suppression, lost profit or reduced profitability.
Further investigation is required in respect of price undercutting claims. During an
investigation, Customs and Border Protection will seek to gather more evidence from
the Australian industry to support the material injury claims in the application.

Nonetheless, it is clear from the application that the increase in imports of formulated
glyphosate from China in 2010/11 is significant and the consequential lost market
share experienced by the applicants is not immaterial. The data provided in the
application suggests that the applicants’ production capacity of formulated
glyphosate is under utilised and in the absence of the alleged dumped imports from
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China, the applicants could have achieved materially higher sales volume and
captured a significantly greater share of the expanding Australian market.

Considering that the applicants represent the majority of the Australian industry, it is
reasonable to conclude that it appears that the Australian industry, as a whole, has
experienced material injury caused by dumped imports from China.

Therefore, Customs and Border Protection is satisfied that there appear to be
reasonable grounds to support the claim that formulated glyphosate exported to
Australia from China at dumped prices have caused material injury to the Australian
industry.

The analysis contained in this section (and USP / NiP calculations) is at@

Confidential Attachment 5. @

=

o

@
N
®
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'8  CONCLUSION |

Customs and Border Protection has examined the application and is satisfied that:

¢ the application complies with section 263TB(4); and

e there is an Australian industry in respect of like goods; and

¢ there appear to be reasonable grounds for the publication of a dumping duty
notice in respect of the goods the subject of the application exported from
China.

Customs and Border Protection recommends that the CEO decide nog,t@t\the
application for the publication of a dumping duty notice under section 2éQTC(1 )\\

For the purposes of the investigation: <)
%

* the investigation period to determine whether du plng\ a occurred will be
from 1 January 2011 to 31 December 2011; and 'C &

e Customs and Border Protection will examine- e-the ustrah market and the
economic condition of the industry from 1 inua ry 2008«for the purposes of
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PUBLIC RECORD

|9  ATTACHMENTS

Confidential Attachment Number

Title

Confidential Attachment 1

Imports

Confidential Attachment 2

Export prices (including deductive
export prices and supporting costing
methodology)

Confidential Attachment 3

Normal values (constructed and
supporting costing methodology)
ZEN\N

Confidential Attachment 4

Dumping margin?/lxgliti{is >)

Confidential Attachment 5

Injury analysis (fncludipg volyfrie,

price and profit e\f( t\s)-and-

USP/ Nlpfa@@loqs>
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