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File note

The Anti-Dumping Commission (commission) conducted a comparative
assessment of the response to the exporter questionnaire (REQ) by
Chengxi Shipyard Co Ltd (Chengxi) concerning wind towers (the goods)."

The assessment involved targeted procedures informed by risk and consistent with
Anti-Dumping Notice 2016/030, to satisfy the commission of the accuracy, relevance
and completeness of the data provided. This included comparing the information in
Chengxi’'s REQ to verified information from Penglai in Review 615 (the review) and
information relating to Chengxi from accelerated review 597 (case 597).

This file note details the evidence gathered and the key findings from the verification
team’s (the team) assessment of the data, including explanations of any material
issues identified. This file note has been prepared for publication on the electronic
public record for the review.
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CHENGXI SHIPYARD CO LTD

1 Company background
1.1 Corporate structure and ownership

Chengxi is the producer of various kinds of wind towers (including goods under
consideration (GUC) and non-GUC) and other products, including defence products,
ship building and repairing, industry (non-marine) appliances and maritime services.
Chengxi’'s markets include the Chinese domestic market, Australia and third
countries. The production and sales of wind towers (i.e., the GUC) is the main
engagement of the steel structure subdivision under the non-marine appliances
division.

Chengxi is a subsidiary corporation of China State Shipbuilding Corporation Limited
and a holding subsidiary of China CSSC Holdings Limited. Chengxi is 100% owned
by China CSSC Holdings Limited. China CSSC Holding Limited is a publicly listed
company on the Shanghai Stock Exchange. The only principal shareholder with
more than 5% of shareholding of China CSSC Holdings Limited is China State
Shipbuilding Corporation Limited, which held 44.47% shares in the company as of
30 October 2021.

Chengxi did not sell the GUC to the Australian market during the review period.
Chengxi did not have any related suppliers during the review period.

The team detailed this in the work program and its relevant attachments in
confidential attachment 1.

2 Goods under consideration and like goods

2.1 Production process
The manufacturing process for Chengxi is as follows:

e Cutting and Bevelling — Chengxi staff cut steel plates into the shape
consistent with the technical designs and bevel the edges of plates for the
next process.

¢ Rolling - Chengxi staff roll the steel plates into steel “cans”.

e Welding - Chengxi staff weld the long seam on each steel can and arrange
the Non-Destructive Testing inspection for the welding seam.

e Fitting-up - Chengxi staff weld a certain amount of steel cans together to form
one wind tower section and install the steel flange on the two ends of each
section.

e Blasting and Painting - Chengxi staff use the steel blasting machine to remove
the rust on the inner and outer surface of each section, and then spray the
paint on the surface.

e Internals - Chengxi staff install the internal components for each section.
There is no difference in the manufacturing process for wind towers produced
for the domestic or export market.
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2.2 Model control codes

Chengxi produces and sells wind towers to order, which are specific to the customer
and its project requirements. Considering the bespoke nature of the goods, it is not
appropriate to establish a MCC for these goods.?

2.3 Like goods assessment

The team considers that goods Chengxi produced and sold for domestic home
consumption had characteristics closely resembling those of the Australian export
goods and were therefore ‘like goods’ according to section 269T(1) of the
Customs Act 1901 (Cth) (the Act).?

3 Sales

The commission typically verifies sales as complete and relevant by reconciling the
revenue and quantity in sales listings up to management accounts and then audited
financial accounts. ADN 2016/30 further describes this process.

In reviewing Chengxi’s sales data, the team identified no Australian sales during the
review period. The team detailed this in the work program and its relevant
attachments in confidential attachment 1.

The team is satisfied that the sales data Chengxi submitted is complete and relevant.
4 Cost to make and sell

The commission typically identifies cost to make and sell (CTMS) as complete and
relevant by reconciling the total cost to make (CTM) and selling, general and
administrative (SG&A) expenses in cost listings up to management accounts and
then audited financial accounts. ADN 2016/030 further describes this process. The
team detailed this process in the work program and its relevant attachments in
confidential attachment 1.

The team is satisfied that the CTMS data Chengxi submitted is complete and
relevant.

5 Normal value

The applicant in the review has claimed that the situation in the market in the country
of export is such that sales in that market are not suitable for use in determining a
normal value under section 269TAC(1). Where a market situation is found pursuant
to section 269TAC(2)(a)(ii), the normal value may be determined as the cost of
production in the country of export, plus SG&A associated with the sale and the profit
on that sale, in accordance with section 269TAC(2)(c).

2 The manual, chapter 14.

3 All legal citations in this report are to the Act unless otherwise stated.
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The team has not considered whether section 269TAC(2)(a)(ii) is satisfied as the
commission is currently assessing the applicant’s claims. Therefore, the team has
not calculated a normal value. The team recommends that, in the event the normal
value is determined under section 269TAC(2)(c), certain adjustments in accordance
with section 269TAC(9) will be necessary to ensure that normal values are properly
comparable with export prices.

5.1 Domestic arms length assessment

In respect of domestic sales of like goods during the review period, the team found
no evidence that:

e there was consideration payable for, or in respect of, the goods other than its
price

e the price appeared to be influenced by a commercial or other relationship
between the buyer, or an associate of the buyer, and the seller, or an
associate of the seller

e the buyer, or an associate of the buyer, was directly or indirectly reimbursed,
compensated, or otherwise receive a benefit for, or in respect of, the whole or
any part of the price.

The team therefore considers that, for all unrelated customer domestic sales,
Chengxi sold at arm’s length.*

5.2 Ordinary course of trade assessment

Section 269TAAD states that domestic sales of like goods are not in the ordinary
course of trade (OCOT) if arm’s length transactions are both:

e unprofitable in substantial quantities over an extended period
e unlikely to be recoverable within a reasonable period.®
For domestic sales of like goods, the team assessed:

e if each sale was unprofitable by comparing the price to the relevant CTMS

e if each product code had substantial quantities of unprofitable sales by
calculating the volume of unprofitable sales as a percentage of total sales

e if any unprofitable sale was unlikely to be recoverable by comparing the price
to the relevant weighted average CTMS.

6 Dumping margin

As outlined in chapter 5, the team did not calculate a normal value.
The team therefore could not calculate a dumping margin.

4 See section 269TAA.

5 The commission generally considers the inquiry, investigation, or review period — whichever applies
in the given case — is the relevant ‘extended period’ and ‘reasonable period’.
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CONFIDENTIAL APPENDICES AND ATTACHMENTS

Confidential attachment 1

Work program
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