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Case number: 629

Product: Ammonium nitrate

From: China, Sweden and Thailand

Inquiry period: 1 April 2022 to 31 March 2023
Response due by: 12 July 2023

Return completed questionnaire to: investigations4@adcommission.gov.au.

Why you have been asked to complete this questionnaire?

The Anti-Dumping Commission (the commission) is currently undertaking an inquiry
into whether anti-dumping measures applying to exports of ammonium nitrate (the
goods) from the People’s Republic of China (China) and Sweden and the Kingdom of
Thailand (Thailand) should be continued.

Australian Dumping Notice No. 2023/038 provides details of the goods under
consideration, the application and the inquiry procedures.

The commission is seeking further information from Australian industry for the goods
to inform its:

e understanding of the dynamics of the Australian market, including factors that
may be impacting the economic condition of the Australian industry producing
the goods; and

e assessment of whether the expiration of the anti-dumping measures applying
to the goods would lead, or would be likely to lead, to a continuation of, or a
recurrence of, the dumping and subsidisation, and the material injury that the
anti-dumping measures are intended to prevent.

The commission will collect and use information in accordance with the commission’s
Collection and Use of Information Policy.

The timeliness of your response is important. If you are unable to meet the due date
specified above, please contact the commission.
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Confidential and non-confidential versions

If you elect to respond to this questionnaire, you are required to lodge a confidential
and a non-confidential version of your submission by the due date.

In submitting these versions, please ensure that each page of the information you
provide is clearly marked either “IN-CONFIDENCE” or “NON-CONFIDENTIAL” in the
header and footer.

All information provided to the commission in confidence will be treated accordingly.
The non-confidential version of your submission will be placed on the Public Record,
which all interested parties can access.

Your non-confidential submission must contain sufficient detail to allow a reasonable
understanding of the substance of the confidential version. If, for some reason, you
cannot produce a non-confidential summary, contact the investigation case officer
(see contact details on Page 1 of this questionnaire).

Declaration

You are required to make a declaration that the information contained in your
response is complete and correct. You must return the signed declaration of an
authorised person at end of this questionnaire with your response.
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Company information

Please provide details of any other business names you use to manufacture/produce/sell the
goods that are the subject of this inquiry.

Queensland Nitrates Pty Ltd (QNP).

Provide your company’s internal organisation chart. Describe the functions performed by each
group within the organisation.

Refer Commercial-in-Confidence QNP Anti-Dumping Data pack.

List the major shareholders of your company. Provide the shareholding percentages for joint
owners and/or major shareholders.

QNP is a joint venture between CSBP Limited and Dyno Nobel Asia Pacific Pty Ltd.

If your company is a subsidiary of another company list the major shareholders of that
company.

CSBP Limited is a subsidiary of Wesfarmers Limited. Dyno Nobel Asia Pacific Pty Ltd is
owned by Incitec Pivot Limited.

If your parent company is a subsidiary of another company, list the major shareholders of that
company.

As above.

Provide an outline diagram showing major associated or affiliated companies and your
company’s place within that structure (include the ABNs of each company).

Refer Commercial-in-Confidence QNP Anti-Dumping Data pack.

Are any management fees/corporate allocations charged to your company by your parent or
related company?

No.

Identify and provide details of any relationship you have with an exporter to Australia or
Australian importer of the goods.

No relationship.

Provide a copy of the two most recent annual reports (if relevant). Also provide copies of
relevant brochures or pamphlets on your business activities.

Refer Confidential Attachment A-1.9.
Provide details of any relevant industry association.

Not a member of any association.

Page | 3



PUBLIC FILE

A-2 The imported and locally produced goods
Model Control Code (MCC)

Category Sub-category Sales data Cost data
H High
Density Mandatory Mandatory
L Low
Form P Prilled Mandatory Optional
1. Fully describe your product(s) that are ‘like’ to the imported product:

¢ Include physical, technical or other properties.
e List this information for each make and model in the range.
e  Supply technical documentation where appropriate.

e Indicate which of your product types or models are comparable to each of the imported
product types or models. If appropriate, the comparison can be done in a table.

Refer to QNP Commercial-in-Confidence Anti-Dumping slides for AN manufactured by QNP.

2. Provide a summary and a diagram of your production process.
QNP understands the ADC has a production flow diagram for ammonium nitrate.

3. If your product is manufactured from both Australian and imported inputs:
e describe the use of the imported inputs; and

e identify that at least one substantial process of manufacture occurs in Australia (for
example by reference to the value added, complexity of process, or investment in
capital).

QNP product is made from Australian inputs.

A-3 The Australian market

Products in the Australian market

1. Generally describe the range of the goods offered for sale in the Australian market. Your
description could include information about:

e quality differences

e price differences

e supply/availability differences
e technical support differences
e product segmentation.

AN in the following forms is sold on the Australian market:

- Low Density AN (LDAN) — used in bulk and packaged explosives;

- AN Solution — sold as a concentrated (85-90%) solution) for use in manufacture of bulk
emulsions for explosives;

- High Density AN — used in production of bulk emulsion explosives.

2. Describe the end uses of the goods in the Australian market from all sources.

AN is used as a raw material in bulk emulsion explosives.
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Describe the different sales channels you supply the goods (for example, retail, wholesale,
direct installation etc.), and the types of customers in each sales channel.

QNP sells direct to explosives manufacturers and end-use customers.

Describe the key product attributes that influence purchasing decisions or purchaser
preferences in the Australian market. Rank these preferences or purchasing influences in
order of importance.

Key considerations include:
- Price;
- Quality;
- Availability of supply;
- Timeliness of supply.

Describe the process by which your customers select your goods and the key factors that
informed that decision.
Based on price and reliability & timeliness to supply.

What are the key differences between locally made goods and imported goods? How do these
factors impact the purchasing decisions of your customers?

No quality differences. Main difference is price.

How easily can your customers change suppliers? Provide a description of factors that may
cause a re-evaluation of your supply arrangements.

Change of suppliers is undertaken with relative ease. There are no barriers to switching
supply.

Identify if there are any commercially significant market substitutes in the market for the goods
in Australia.

There are no commercially significant substitutes.

Have there been any changes in market or consumer preferences for the goods in Australia in
the last five years? Do you anticipate any change in preference in the coming five years? If
yes, provide details including any relevant research or commentary on the industry/sector that
supports your response.

There has been no change in customer preferences for AN over the last five-year period.

Prevailing conditions of competition in the Australian market

10.

In respect of the Australian market for the goods and the prevailing conditions of competition
within the market:

(a) Provide an overall description of the market for the goods in Australia which explains its
main characteristics and trends over the past five years.

The Australian market for ammonium nitrate (“AN”) is primarily as a raw material in the
production of explosives consumed by the mining and quarrying industries.
There is a secondary market for AN as used as a fertiliser in the agricultural industry.

Page | 5



PUBLIC FILE

(i) Volume

In terms of the current overall supply/demand balance on the east coast, the local domestic
manufacturers have some excess capacity, with some AN being supplied by both west coast
based manufacturers and imported product from other countries.

In recent years, Orica/Yara have established a new AN production facility on the Burrup
peninsula in Western Australia. This operation has had a publicly-reported problematic start-
up but is now reported to be steady in operation, returning the east coast to a position of some
spare capacity (some of this was being used to supply the West Coast). QNP estimates this at
between 50,000t and 100,000t per annum of under-utilised production capacity.

A relatively steady volume of imported AN continues at 30,000t to 60,000t pa.
(ii) Pricing

Currently contract pricing (1 to 5 years terms) appears to be driven by a combination of
both domestic and imported offers/competition. While the outcomes in terms of volume
appear be weighted heavily to domestic supply, there is a component reportedly lost to
imported competition (this is third-hand information relating to recent Glencore NSW
supply — not direct QNP experience but believed to be Glencore sourcing decisions going
to a mix of Orica/lmports). From a pricing perspective, import pricing (offers as well as
demonstrated pricing) forms part of the negotiation, contributing to pricing outcomes.

(b) Provide the sources of demand for the goods in Australia, including the categories of
customers, users or consumers of the product.

Demand for AN is driven by the mining industry, specifically coal mines in the Hunter
Valley in NSW, the Bowen Basin in Central Queensland, and in iron ore (Pilbara) and gold
mines in W.A.

(c) Provide your estimate of the proportion (%) of the market that each of those sources of
demand listed in (b) represents.

(d)

The larger producing AN companies are better position to advise of demand proportions.

(e) Describe the factors that influence consumption/demand in Australia, such as seasonal
fluctuations, factors contributing to overall market growth or decline, government
regulation, and developments in technology affecting either demand or production.

Production of coal, iron ore, and gold drives demand for AN in mining applications.

(f) Describe any market segmentations in Australia; such as geographic or product
segmentations.

The following geographical segments of the Australian AN market were identified in recent
Investigation No. 473:
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(g) Provide your estimate of the proportion (%) of the market that each of the market

segments listed in (e) represents.

(h) Describe the way in which Australian manufactured and other imported goods compete in

(i)

1)

the Australian market.

The Commission has previously determined:

e  HDAN, LDAN and ammonium nitrate are technically similar, being AN with variations
in density, form and concentration;

* there is a commercial likeness between the goods as they are sold to the same
customers and compete in the same market;

* the goods are functionally alike as they are used in the manufacture of explosives and
are substitutable; and

* the key steps in the production process are similar.

Imported HDAN (and LDAN) from the exporting countries are the subject goods and the
Australian industry produces goods that are alike to the imported goods.

Describe the ways that the goods are marketed and distributed in the Australian market.

AN is generally supplied to mining companies either directly by local manufacturers or by
commercial explosives and associated services providers. AN is typically imported by
service providers, traders and mining companies and is directly substituted for locally
produced prill (in the case of LDAN) or locally produced ANsol (in the case of HDAN).

Describe any other factors that are relevant to characteristics or influences on the market
for the goods in Australia.

The Australian market for AN has experienced reasonable growth year-on-year resulting
in additional domestic capacity by the Australian industry. The cost of new production
facilities is significant as is the risk associated with new investments.
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Describe the commercially significant market participants in the market for the goods in
Australia at each level of trade over the inquiry period. Include in your description:

names of the participants;

the level of trade for each market participant (e.g., manufacturer, reseller, original
equipment manufacturer (EOM), end-user etc.;

a description of the degree of integration (either vertical or horizontal) for each market
participant; and

an estimate of the market share of each participant.

The Australian market for AN is supplied from local production facilities by Orica Australia Pty
Ltd, CSBP Limited, Queensland Nitrates Pty Ltd and Incitec Pivot Pty Ltd. Orica Australia is
also involved in a newly commissioned joint venture facility with Yara A B in the Pilbara.

AN is also soured from imports including from Russia, China, Sweden, Thailand, Indonesia,
Vietnam, Chile and Lithuania.

The main explosives producers and service providers are shown in the diagram below.

Identify the names of commercially significant importers in the market for the goods in
Australia over the investigation period and estimate their market share. Specify the country
each importer imports from and their level of trade in the Australian market, if known.

QNP notes the following market diagram that was included in Report 473.
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3
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Russia J
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QNP understands that there has been a change in the structure of the market for AN in
Australia with Downer EDI now part of ENAEX . AEL is now called AECI.

Describe any entry restrictions for new participants into the market for the goods in Australia.
Your response could include information on:

patents and copyrights;

licenses;

barriers to entry;

import restrictions; and

government regulations (including the effect of those government regulations).

In responding to this question ensure that relevant regulations are referenced.

Government regulations apply to the storage and transportation of AN and vary from
state to state.
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The Queensland Nitrates Ammonium Nitrate Facility is a determined Major Hazard Facility
under the Work Health and Safety Regulation 2011 and must comply with Chapter 9 of this
regulation.

For the manufacture and storage of AN, QNP must also comply with Explosives Regulation
2017.

The following legislation covers the Australian Dangerous Goods Code in Queensland:
Transport Operations (Road Use Management) Act 1995 and the Transport Operations (Road
Use Management — Dangerous Goods) Regulation 2018.

Do you anticipate any changes in patterns of supply and demand in the Australian market over
the next 1 to 5 years? What are your expectations for your own sales/purchases of the goods
over that period? Provide any relevant commentary to support your answers.

No changes in patterns of demand are anticipated.

Relationship between price and cost in Australia

15.

16.

17.

18.

Is your organisation/business entity the price leader of the goods in the Australian market? If
no, please explain the reasons behind your response and specify the name(s) of the price
leaders.

QNP does not consider itself to be a price leader in the local market for AN. Australian prices
for AN are influenced by import prices from well known supply sources including Russia,
China, Sweden, Thailand, Lithuania, Chile, Vietnam and Ukraine that have supplied the
Australian market for lengthy periods.

Describe the nature of your pricing for the goods (e.g. market penetration, inventory clearance,
product positioning, price taker, price maker, etc.) and your price strategies (e.g., competition-
based pricing, cost-plus pricing, dynamic pricing, price skimming, value pricing, penetration
pricing, bundle pricing, etc.) in Australia. If there are multiple strategies applied, please rank
these by importance. If there are different strategies for different products, please specify
these. Provide copies of internal documents which support the nature of your product pricing.

Pricing is influenced by availability, volume size, quality and reliability of supply. QNP has
approximately 25% market share of the Queensland AN market.

How frequently are your Australian selling prices reviewed? Describe the process of price
review and the factors that initiate and contribute to a review.

Typical contracts for AN supply are in the three to five year timeframe. There are some spot
contracts for supply on occasion.

Rank the following factors in terms of their influence on your pricing decisions in the Australian
market, with the most important factor ranked first and the least important factor ranked last:

o Competitors’ prices;

e Purchase price of raw materials;

e Cost to make and sell the goods;

e Level of inventory;

e Value of the order;

e Volume of the order;

e Value of forward orders;

e Volume of forward orders;

e  Customer relationship management;
e Supplier relationship management;
e Desired profit;
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e Brand attributes;
e Other [please define what this factor is in your response].

Please refer to response to 16 above.

Company sales

Attach a copy of distributor or agency agreements/contracts.
QNP does not have agency or distributor agreements.
Provide copies of any price lists.

QNP does not utilise price lists.

Please complete appendix A4.1 contracts and tenders. Please provide two contracts that had
the highest monetary value.

QNP has not been selected for verification purposes.

If any price reductions (for example commissions, discounts, rebates, allowances and credit
notes) have been made on your Australian sales of like goods provide a description and
explain the terms and conditions that must be met by the customer to qualify.

¢ where the reduction is not identified on the sales invoice, explain how you calculated the
amounts shown in appendix A4 (sales).

o if you have issued credit notes (directly or indirectly) provide details if the credited
amount has not been reported appendix A4 (sales) as a discount or rebate.

See response to (3) above.

Select the two highest domestic sales invoices from the data supplied in appendix A4 (sales).
Provide a complete set of commercial documentation for these sales. Include purchase order,
order acceptance, commercial invoice, discounts or rebates applicable, credit/debit notes, long
or short term contract of sale, inland freight contract, and bank documentation showing proof
of payment.

See response to (3) above.

General accounting/administration information

Specify your accounting period. 1 July to 30 June.
Provide details of the address(es) where your financial and production records are held.
Lot 4, Three Chain Road, Moura, QLD, 4715.

Please provide the following financial documents for the two most recently completed financial
years plus any subsequent statements:

. chart of accounts;

. audited consolidated and unconsolidated financial statements (including all footnotes
and the auditor’s opinion);

. internal financial statements, income statements (profit and loss reports), or

management accounts, that are prepared and maintained in the normal course of
business for the goods.
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These documents should relate to:

a. the division or section/s of your business responsible for the production and sale
of the goods covered by the investigation, and

b. the company overall.
QNP has not been selected for verification. Annual reports can be supplied on request.

If your accounts are not audited, provide the unaudited financial statements for the two most
recently completed financial years, together with your taxation returns. Any subsequent
monthly, quarterly or half yearly statements should also be provided.

Not applicable.

Describe your accounting methodology, where applicable, for:

e the recognition/timing of income, and the impact of discounts, rebates, sales returns
warranty claims and intercompany transfers

Income et al. are recognised in the period (month) that they occur.

e  provisions for bad or doubtful debts
No doubtful debt provision maintained — not required.

e the accounting treatment of general expenses and/or interest and the extent to which
these are allocated to the cost of goods

All costs excluding administrative, selling and interest are included in cost of goods.

e  costing methods — standard or actual costs (e.g. by tonnes, units, revenue, activity, direct
costs etc) and allocation of costs shared with other goods or processes

QNP’s ERP uses a ‘standard cost’ per tonne methodology which is based on budget expenses
updated annually.

e the method of valuation for inventories of raw material, work-in-process, and finished
goods (e.g. FIFO, weighted average cost)

Inventories are valued at standard.

e valuation methods for scrap, by-products, or joint products
Not applicable.

e valuation methods for damaged or sub-standard goods generated at the various stages
of production

“Offspec” is also valued at standard.

e valuation and revaluation of fixed assets
Reviewed annually by Ernst & Young audit team.

e average useful life for each class of production equipment, the depreciation method and
depreciation rate used for each

QNP uses the straight-line method of depreciation. Depreciation rates are calculated based on
guidance supplied by the Australian Tax Office for the Chemical Manufacturing Industry. The
average useful life of plant & equipment at QNP is 8.3 Years.

o treatment of foreign exchange gains and losses arising from transactions and from the
translation of balance sheet items

QNP does not export. Foreign exchange exposure is largely via capital purchases of equipment.
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This amount is typically immaterial for the purposes of the financial statement. Should this change
QNP would acknowledge the gain or loss via the balance sheet.

e restructuring costs, costs of plant closure, expenses for idle equipment and/or plant shut-
downs.

Excluding our major turnaround (every 3.5 years, depreciated over this period), the above costs

are acknowledged via the P&L in the period they occur.

If the accounting methods used by your company have changed over the period covered by
the inquiry please provide an explanation of the changes, the date of change, and the
reasons.

Not applicable.

Cost information

Please complete appendix A6.3 (SG&A list) for domestic selling general and administration
expenses.

QNP has not been selected for verification.

Upwards sales, costs and SG&A reconciliation

Please complete the reconciliation templates for appendix A7.1 upwards sales.
Please complete the reconciliation templates for appendix A7.2 upwards costs.
Please complete the reconciliation templates for appendix A7.3 upwards SG&A.
QNP has not been selected for verification.

Injury claims

Please provide any additional information (not already provided in your application) or
elaborate on your application claims, addressing the likelihood of material injury occurring to
the Australian industry in the absence of the anti-dumping measures.

QNP considers the industry application sufficiently details concerns about the expiration of the
measures against China, Sweden and Thailand.

Discuss factors other than dumped imports that may have caused injury to the industry. This
may be relevant to the inquiry in that an industry weakened by other events may be more
susceptible to injury from dumping.

The AN market has returned to pre-pandemic conditions with ammonia prices also reflecting
pre-pandemic pricing. This would indicate that import prices will again be attractive to
importers.

What impact did the covid-19 pandemic have or be likely to have on the economic condition of
the Australian industry?

Please see response to 3 above.

Did the measures on imported subject goods have an impact on the ammonium nitrate market
in Australia including any effects on cost, price, supply and/or demand?

QNP is of the view the measures did have the desired impact in addressing injury from the
subject countries.
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Responses should be made as accurately and as comprehensively as possible. Supporting evidence
should be attached wherever possible. It will not be sufficient to simply assert that the measure should
remain in force.
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Declaration

| hereby declare that.............oooori i, (company) have
completed the attached questionnaire and, having made due inquiry, certify that the
information contained in this submission is complete and correct to the best of my
knowledge and belief.

Name e e B BB B R R R B A e

SIignature ... -

Position in

Date et e e e e A Eaea A e A EAEA A RN R A A A EAEA A EAEAnEarararannnnnnn
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