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Introduction 

Penglai Dajin Offshore Heavy Industry Co Ltd (Penglai Dajin) submitted data to the  
Anti-Dumping Commission (the commission) in response to an exporter questionnaire for 
Review of Measures 615 (case 615) into Wind Towers from the People’s Republic of China 
(China). 

A verification team (the team) has verified whether the data Penglai Dajin submitted is 
complete, relevant and accurate for use in case 615. Anti-Dumping Notice (ADN) 2016/30 
describes the commission’s verification procedure. 

This report explains the team’s key findings, including the evidence considered and material 
issues identified. Where Penglai Dajin or the team materially revised the submitted data, this 
report outlines the nature, extent and outcomes of these revisions. 

The commission prepared this report to publish on the electronic public record for case 615.  

Verification teams are authorised to conduct verifications under sections 269SMG and 
269SMR of the Customs Act 1901 (Cth) (the Act).1 

 

1 All legal citations in this report are to the Act unless otherwise stated. 
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1 Company background 

1.1 Corporate structure and ownership 

Penglai Dajin Offshore Heavy Industry Co., Ltd (Penglai Dajin) is a producer of wind towers 
(onshore and offshore wind towers), jacket platforms, and other offshore equipment such as 
monopiles and transition pieces for the global market. It specialises in offshore wind power 
engineering construction and offshore equipment manufacturing. The company is based in 
Penglai Economic Development Zone, Shandong province. 

Penglai Dajin can perform the following functions in relation to the goods under 
consideration (wind towers):  

 manufacture of the goods under consideration 
 selling in the domestic market  
 export to Australia, and  
 export to countries other than Australia  

Penglai Dajin is part of a larger group of companies that are 100% owned by parent 
company, Dajin Heavy Industry Co., Ltd (Dajin Heavy Industry). This group includes Penglai 
Dajin’s related entity suppliers Xing’anmeng Dajin Heavy Industry Co., Ltd and Zhangjiakou 
Dajin Wind Power Equipment Co., Ltd. Dajin Heavy Industry was first listed on the public 
stock exchange in Shenzhen in 2010.  

1.2 Related parties 

The team examined the relationships between Penglai Dajin, and the parties involved in 
producing or selling the goods. 

1.2.1 Related suppliers  

During the review period Penglai Dajin purchased minor quantities of steel plate from Dajin 
Heavy Industry.  

During the review period Penglai Dajin purchased wind towers from two related party 
manufacturers Xing’anmeng Dajin Heavy Industry Co., Ltd and Zhangjiakou Dajin Wind 
Power Equipment Co., Ltd that were on sold to domestic customers.  

The team’s analysis of the related party purchases is at chapter 6. 

1.2.2 Related customers  

During the review period Penglai Dajin sold wind towers to Dajin Heavy Industry. The team 
analysed these transactions and found that these were not at arms length. The team’s 
detailed analysis is at chapter 8. 

1.3 Accounting records  

BDO China Shu Lun Pan Certified Public Accountants LLP audited Penglai Dajin’s audited 
financial statement and included a statement that the financial accounts comply with 
Accounting Standards for Business Enterprises. 
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Therefore, the team considers that the accounting records held by the company comply with 
the generally accepted accounting principles of China. 
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2 Goods under consideration and like goods 

2.1 Production process  

Raw materials: Steel plate, flanges, internal fittings, welding materials 

 Production stage 1: The steel plate is placed on the moulding bed and the four 
sides of the steel plate are cut by flame or plasma equipment. 

 Production stage 2: The steel plate is placed on the moulding bed, and the angle of 
four sides of steel plate is processed and polished by semi-automatic flame cutting.  

 Production stage 3: The steel plate is bent into a cylinder by three-roller or four-
roller, and tack welding the joints. 

 Production stage 4: The cylinder body is placed on a roller carrier. The inner and 
outer longitudinal joints of the cylinder are welded by boom vehicle. 

 Production stage 5: The cylinder is rolled and pressed again to correct any 
deformation caused by the longitudinal joints welding. This process ensures cylinder 
roundness. 

 Production stage 6: Fit up and tack, welding the flange and cylinder on roller 
technical equipment. Assemble the single cylinder into groups of two on fit up 
machine and welding the inner and outer circumferential joints of the cylinder by 
boom vehicle. 

 Production stage 7: Welding the inner and outer circumferential joints of final 
assembly completed tower sections by boom vehicle on roller carrier. 

 Production stage 8: Mark, assemble and welding weldments and door frames in 
tower section. Measure the flatness of the flange after welding. Inspect all 
measurements. Polish the surface of the tower section. 

 Production stage 9: Place the tower section on a roller carrier in the sand washing 
room and treat the inner and outer surface of tower section by sand washing. After 
cleaning, zinc is sprayed in the flange area. Then the tower section is moved to the 
paint room and painted inside and outside. 

 Production stage 10: Place the tower cylinder in the storage yard, pre-install the 
internal mechanical parts into the tower section, adjust the position clearance and 
size of the parts, and tighten the connecting bolts. Lay and install the inner electrical 
parts into the tower section, bind and fix them as required. Once completed the final 
product is tested and inspected.  

The ends of the finished towers are covered with tarpaulin and the doors are tied up. The 
team observed that domestic goods are covered with blue generic “Dajin” branded tarpaulin. 
Export customers require covering with their own logo. All export goods are transported by 
ship from Dajin’s port. The domestic goods are transported by road or by ship depending on 
destination, and on the size of the goods. Large offshore towers are typically transported by 
ship. 

The goods that are transported by ship is sold at FAS incoterms. The shipping company 
supplies the cages that hold the towers in place during the journey. 

2.2 The Australian export goods and domestic like goods 

2.2.1 Australian export goods (the goods under consideration) 

The team was satisfied that, during the review period, Penglai Dajin produced the goods 
under consideration (Australian export goods) and exported them to Australia. 
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2.2.2 Domestic like goods (like goods sold in the domestic market) 

The team is satisfied that Penglai Dajin produced and sold like goods for home consumption 
in its domestic market, being the country of export (domestic like goods).  

The team considers that the domestic like goods were identical to, or had characteristics 
closely resembling, the Australian export goods, because: 

 Physical likeness: Penglai Dajin does not distinguish between domestic like goods 
and the Australian export goods during production (the exported goods and goods 
sold in the domestic market are produced in the same way, subject to individual 
customer specifications, and the costs of production for models sold domestically and 
for export are the same).  

 Production likeness: Penglai Dajin produced all goods at the same facilities, using 
the same raw material inputs and production processes. 

 Commercial likeness: all goods compete in the same market sector, are 
interchangeable and use similar distribution channels.  

 Functional likeness: all goods are functionally alike, as they have similar end uses. 

2.3 Like goods assessment 

The team considers that goods Penglai Dajin 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). 
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3 Verification of sales completeness and relevance 

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 verification process. 

The team verified whether the sales listings Penglai Dajin submitted are complete and 
relevant by reconciling them to the audited financial statements, consistent with 
ADN 2016/30.  

The team verified whether the sales data was complete and relevant by:  

1. Matching the total sales revenue for CY22 and CY21 to audited financial statements. 
2. Matching the sales amount for goods under consideration and other products to the 

trial balance for Jul-Dec 2021 and CY22.   
3. Matching the total sales amount of domestic, export and third country sales to the 

filtered trial balance for Jul-Dec 2021 and CY22. 
4. Matching the sales volume to a filtered sales inventory listing for domestic, export 

and third country sales.  

The team identified the issues outlined below. The team detailed this process in the 
verification work program and its relevant attachments in confidential attachment 1. 

3.1 Sales completeness and relevance exceptions  

Exception 1: Sales incurred outside the review period 

Description: The team identified sales transactions in the domestic and export sales listing 
from outside of the period of review (POR). Penglai Dajin explained during the verification 
that its sales data includes data relevant to all projects that were active during the review 
period, hence transactions made on projects outside the POR were included in the sales 
listings for completeness.  

Resolution: The team revised the domestic and export sales listing to include only those 
transactions in the POR.   

Exception 2: Exclusion of sales of purchased goods 

Description: The team identified that the sales listing included sales of purchased goods 
that was manufactured by related party entities. This may cause a problem when conducting 
the OCOT testing for said goods if verifiable CTM is not available. The team requested 
details of the cost to make for these goods, which Penglai Dajin was not able to provide. 

Resolution:. In the absence of reliable cost data in relation to the purchased goods the 
team selected to remove these goods from the sales listing and the OCOT calculations. 

3.2 Sales completeness and relevance finding 

The team is satisfied that the sales data Penglai Dajin submitted is accurate, including any 
revision outlined in the exceptions above. 
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4 Verification of sales accuracy 

The commission typically verifies sales as accurate by reconciling a selection of volume, 
revenue and other key data in the sales listings down to source documents. ADN 2016/30 
further describes this verification process. 

The team verified whether the export and domestic sales listings Penglai Dajin submitted are 
accurate by reconciling them to source documents, consistent with ADN 2016/30.  

The team identified the issue/issues outlined below. The team detailed this process in the 
verification work program and its relevant attachments in confidential attachment 1.  

4.1 Sales accuracy exceptions  

Exception 3: Australian and domestic payment days  

Description: The team could not match the payment terms listed in the export and domestic 
sales listings.  

Resolution: The team recorded the actual payment days using the date listed on proof of 
payment and the purchase order for the export sales. For the domestic sales the team 
calculated payment days based on accounts receivables turnover. 

 

Exception 4: Credit interest rate 

Description: The team identified that Penglai Dajin submitted an outdated credit rate in the 
domestic sales listing.  

Resolution: The team obtained source documents for the period of review to calculate an 
average credit rate. This credit rate was used to revise the domestic and export sales listing 
for the review period.  
 

4.2 Sales accuracy finding 

The team is satisfied that the sales data Penglai Dajin submitted is accurate, including any 
revision outlined in the exceptions above. 
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5 Verification of cost to make and sell completeness and 
relevance 

The commission typically verifies 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 2016/30 further describes this verification process. 

The team verified whether the CTM and SG&A listings Penglai Dajin submitted are complete 
and relevant by reconciling it to audited financial statements, consistent with ADN 2016/30. 

The team verified the CTM data as complete and relevant by: 

1. Matching the cost of goods sold (COGS) for CY 2022 and the review period to 
audited financial statements and the income statement in the accounting system. 

2. Reconciling the COGS to the CTM for all goods manufactured by the company to 
opening and closing inventory ledgers to arrive in the CTM for the period. 

3. Interrogating the categorisation of goods to ensure that all goods under consideration 
(wind towers) had been included. 

4. Reconciling the CTM for wind towers to the domestic and Australians cost listings. 

The team verified the SG&A data as complete and relevant by:  

1. Reconciling the SG&A listing for CY 2022 to the audited financial statement. 
2. Querying the nature of direct selling expenses and how these can be traced to 

individual projects. 
3. Reconciling expenses claimed as direct selling expenses to the domestic and 

Australian sales listing. 
4. Reconciling R&D material purchases to relevant inventory and R&D account. 

The team identified the issue outlined below. The team detailed this process in the 
verification work program and its relevant attachments in confidential attachment 1. 

5.1 Cost to make and sell completeness and relevance exceptions 

Exception 5: Exclusion of cost of purchased goods 

Description: When verifying the domestic cost listing the team identified that some projects 
destined for the domestic market had no variable cost allocated. Penglai Dajin explained that 
these projects are purchased from related entities and then on sold to unrelated domestic 
customers. The team requested the cost to make for these goods, which Penglai Dajin was 
not able to provide.  

Resolution: The team decided to remove the cost of the purchased goods from the cost 
listing under s269TAC(7) as it could not be verified and is therefore not reliable Therefore, 
the team recommends  it will not form part of the OCOT calculations. The final decision rests 
with the case team. 

5.2 Cost to make and sell completeness and relevance finding 

The team is satisfied that the CTMS data Penglai Dajin submitted is complete and relevant, 
including any revision outlined in an exception above. 
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6 Verification of cost to make and sell accuracy 

The commission typically verifies CTMS as accurate by reconciling a selection of volume, 
cost and other key data in the CTM and SG&A listings down to source documents. 
ADN 2016/30 further describes this verification process. 

The team verified whether the CTM and SG&A listings Penglai Dajin submitted are accurate 
by reconciling them to source documents, consistent with ADN 2016/30. 

The team identified the issue outlined below. The team detailed this process in the 
verification work program and its relevant attachments in confidential attachment 1. 

6.1 Cost to make and sell accuracy exceptions (SG&A exception) 

Exception 6: Revised SG&A listing 

Description: The company presented a revised SG&A listing during the verification. They 
stated that the SG&A had been adjusted for 2 finance items during the audit of the financial 
statements.  

Resolution: The team confirmed the 2 finance items that had changed and proceeded to 
verify the revised SG&A listing. 

6.2 Cost allocation method 

Table 1 outlines how the team allocated each cost component. 

Cost component  Method applied  

Raw materials  Penglai Dajin recorded raw material costs to each project based 
on actual consumption. 

Scrap offset  Penglai Dajin doesn’t claim a scrap offset as scrap is not 
returned to production. Scrap is sold and captured in other 
revenue. 

Direct labour  Penglai Dajin recorded direct labour cost to each project based 
on actual consumption. 

Manufacturing overheads The team’s verification of overhead showed that some 
manufacturing overhead costs are tracked and recorded are 
recorded directly to each project. Other overheads, such as 
utilities, are allocated based on volume. 

Depreciation  The company allocated depreciation expenses based on 
production volume. 

Table 1 Cost allocation method 

6.3 Related party suppliers  

6.3.1 Purchases of steel plate 

Penglai Dajin purchased immaterial quantities of steel plate from related party, Dajin Heavy 
Industry, during the review period. 

The team compared the cost of these purchases with contemporaneous purchases made 
from unrelated suppliers. The team considers that the purchases from Dajin Heavy Industry 
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may be influenced by the relationship with a related party. In reviewing this report, Penglai 
Dajin referred the team to the commentary in its exporter questionnaire response, where it 
highlighted that price was dependant on a number of factors, and explained the re-pricing 
structure of related party purchases. 

The team has referred these related party transactions to the case team for their 
consideration. 

6.3.2 Purchases of wind towers for on selling 

During the review period Penglai Dajin purchased wind towers from related party 
manufacturers Dajin Heavy Industry Co., Ltd, Xing’anmeng Dajin Heavy Industry Co., Ltd 
and Zhangjiakou Dajin Wind Power Equipment Co., Ltd that were on sold to domestic 
customers. 

6.4 Cost to make and sell accuracy finding 

The team is satisfied that the CTMS data Penglai Dajin submitted is accurate and 
reasonably reflects the costs associated with the production and sale of the goods, including 
any revision outlined in an exception above. 
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7 Export price 

7.1 Background 

Section 269TAB states the general rules for calculating export price. Under this section, the 
commission assesses the following to identify the correct method of calculating export price: 

 Who is the importer? 
 Who is the exporter? 
 Did the importer purchase from the exporter at arms length? 

This chapter discusses how the team assessed Penglai Dajin’s Australian export sales. 

7.2  The importer 

The team considers that the customer listed for each sale of the Australian export goods was 
the beneficial owner of these goods at the time of importation into Australia and, therefore, 
the importer. For each sale, the relevant customer:  

 was named as the customer on the commercial invoice 
 was named as the consignee on the bill of lading 
 was named as the importer on the importation declaration to ABF 

7.3 The exporter 

The team considers Penglai Dajin to be the exporter of the Australian export goods2 
because Penglai Dajin:  

 produced the Australian export goods 
 is named as the supplier on the commercial invoice 
 is named as shipper on the bill of lading 
 arranged and paid for port handling charges at the port of export 
 is named as the exporter on the Certificate of Origin 

7.4 Australian export arms length assessment 

The team notes that Penglai Dajin sold the Australian export goods to one customer only 
during the review period. This Australian customer was not a related party customer.  

The team assessed whether Penglai Dajin sold the Australian export goods at arms length 
during the review period. 

 

2 The commission generally identifies the exporter as a principal in transacting the Australian export 
goods, located in the country of export and either: 

 gave up responsibility by knowingly placing the goods in the hands of another company, or its 
own vehicle, for delivery to Australia 

 owned the goods, either at the time the goods were shipped or previously. 
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The team found no evidence that: 

 there was consideration payable for, or in respect of, the goods other than its price 
 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 
 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 notes that the exporter:  

 obtained the contract with its Australian customer through a competitive tender 
process  

 appeared to genuinely negotiate the price with its Australian customer. 

The team therefore considers that, for all the Australian sales, Penglai Dajin sold the 
Australian export goods at arms length.3 

7.5 Export price assessment 

In respect of Australian sales of the goods by Penglai Dajin, the team recommends that the 
export price be determined under section 269TAB(1)(a), being the price paid by the importer 
to the exporter less transport and other costs arising after exportation. To ensure that the 
ascertained export price is calculated using a consistent delivery term, the team has added 
an amount for port charges and other charges where required to certain export transactions. 

The team has calculated export price at confidential appendix 1. 

 

3 See section 269TAA. 
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8 Domestic sales 

8.1 Background 

Section 269TAC states the general rules for calculating normal value. Under this section, the 
commission must assess the following to identify the correct method of calculating normal 
value: 

 Did like goods sell domestically at arms length? 
 Did like goods sell domestically in the ordinary course of trade (OCOT)? 
 Did like goods not sell domestically, or sold domestically in low volumes? 

This chapter discusses how the team assessed Penglai Dajin’s domestic sales for use in 
normal value. 

8.2 Domestic arms length assessment 

8.2.1 Unrelated customers  

The team assessed whether Penglai Dajin sold like goods domestically at arms length to any 
unrelated customers during the review period. 

The team found no evidence that: 

 there was consideration payable for, or in respect of, the goods other than its price 
 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 
 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 notes that Penglai Dajin:  

 obtained contracts through a process of open bidding or Invitation of Quotation with 
its unrelated customers 

 appeared to genuinely negotiate the price with unrelated customers. 
 

The team therefore considers that, for all the unrelated customer domestic sales, Penglai 
Dajin sold at arms length.4 

8.2.2 Related party customers 

The team assessed whether Penglai Dajin sold like goods domestically at arms length to any 
related customers during the review period. 

 

4 See section 269TAA. 
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The team considers that 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. 

The team found evidence that:  

 The related party customer was Dajin Heavy Industry that directly wholly owned 
Penglai Dajin during the review period.  

 Penglai Dajin’s sales function is managed by Dajin Heavy Industry where Penglai 
Dajin has embedded staff. The team therefore considers the transactions between 
the two entities unlikely to be at arms length. 

 The profitability achieved on the sales to Dajin Heavy Industry in the review period 
was considerably lower than to unrelated customers.  

The team therefore considers that, for all the related customer domestic sales, Penglai Dajin 
did not sell at arms length.5 

8.3 Ordinary course of trade assessment   

Section 269TAAD states that domestic sales of like goods are not in the OCOT if arms 
length transactions are both: 

 unprofitable in substantial quantities over an extended period 
 unlikely to be recoverable within a reasonable period.6  

 

For domestic sales of like goods, the team assessed: 

 if each sale was unprofitable by comparing the price to the relevant CTMS 
 if each MCC had substantial quantities of unprofitable sales by calculating the 

volume of unprofitable sales as a percentage of total sales 
 if any unprofitable sale was unlikely to be recoverable by comparing the price to the 

relevant weighted average CTMS. 
 

The following table summarises the figures the team used to assess OCOT: 

OCOT particulars Details 

Extended unprofitability period  The review period 

Reasonable recoverability 
period  

The review period 

Price  Net invoice price 

Cost  Quarterly CTMS, including direct selling expenses for each 
transaction. 

Weighted average cost  Weighted average CTMS over the review period, including direct 
selling expenses for each transaction.  

Table 2 OCOT details 

 

5 See section 269TAA. 

6 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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8.4 Domestic sales volume assessment  

Section 269TAC(2) provides alternative methods for calculating the normal value of the 
Australian export goods where there is an absence, or low volume, of relevant sales of like 
goods in the market of the country of export. 

An exporter’s domestic sales of like goods are taken to be in a low volume where the total 
volume of sales of like goods for home consumption in the country of export by the exporter 
is less than 5% of the total volume of the goods exported to Australia by the exporter – 
unless the Minister is satisfied that the volume is still large enough to permit a proper 
comparison for the purposes of assessing a dumping margin. 

The team assessed the total volume of relevant sales of like goods as a percentage of the 
Australian export goods and found that the volume of domestic sales was 5% or greater and 
therefore was not a low volume. 

The team’s volume analysis is at confidential appendix 3. 

Case 615 includes a claim that the situation in the market in the country of export is such 
that sales are not suitable for use in determining a normal value under section 269TAC(1).7 
This case also includes a claim that exporters’ records in the country of export, including 
Penglai Dajin’s records, do not reasonably reflect competitive market costs associated with 
the production or manufacture of like goods. 

The commission is currently considering this claim. The final assessment of whether 
domestic sales are in the OCOT rests with the case management team. 

 

7 See section 269TAC(2)(a)(ii). 
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9 Normal value 

As mentioned in chapter 8, case 615 includes a claim 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 the 
normal value under section 269TAC(1). Where a market situation is found, the normal value 
may be determined as the cost of production in the country of export, plus administrative, 
selling and general costs associated with the sale and the profit on that sale, pursuant to 
269TAC(2)(c). 

The commission is considering the applicant’s claims which is ongoing. Accordingly, the 
team has not calculated a normal value and has referred the calculation of the normal value 
to the case management team. 
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10 Dumping margin 

As outlined in chapter 9, the team did not calculate normal value. 

The team therefore could not calculate a dumping margin for the goods Penglai Dajin 
exported to Australia for the review period. The commission will calculate a dumping margin 
and describe its calculations in the Statement of Essential Facts. 
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11 Appendices and attachments 

Confidential appendix 1 Export price 

Confidential appendix 2 Cost to make and sell 

Confidential appendix 3 Domestic sales 

Confidential attachment 1 Verification work program 

 


