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Figure 1: Ammonium nitrate supply channel to the mining sector

Orica indicated that ammonium nitrate is either sold to explosives and associated
services providers or is sold directly to mining companies which consumed ammonium
nitrate at mine sites.

Orica claimed that ammonium nitrate is imported either directly by explosives producers
or is imported via traders. Orica indicated that it is unusual for mining companies to
directly import ammonium nitrate.

Orica indicated that it imports ammonium nitrate to supplement its stock and ensure
continuity of supply during manufacturing plant shutdowns. This is further discussed in
section 8.4.4 of this report.

4.2.2 Sales and distribution

As stated in section 4.2.1 of this report, Orica views itself primarily as a commercial
explosives and associated services provider to the mining, quarrying and construction
industries. Orica explained that most of its income is derived from ‘down-the-hole’ (DTH)
services, which includes the provision of bulk explosives (ANFO, heavy ANFO and
emulsion based explosives) and loading the explosives at the customer’s mine site.

The verification team observes that Orica had recorded sales data in Appendix A3
(turnover) and Appendix A4 (Australian sales) separately for ammonium nitrate (at ex-
works), bulk explosives and packaged explosives. The verification team found that, during
the investigation period, approximately X per cent of Orica’s total sales volume™°
encompassed direct (wholesale) sales of ammonium nitrate.

The verification team found that the majority of Orica’s sales (ammonium nitrate, bulk
explosives and associated services) made during the investigation period were in
accordance with fixed-term supply agreements, with the remaining sales made on a ‘spot’
basis. The majority of these ‘spot’ sales were of downgraded ammonium nitrate. Orica

10 100 per cent equivalent ammonium nitrate volumes (Y%owt/wt).
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International ASA’s subsidiaries.?8 Orica stated that it entered into the joint venture in
order to service customers in the Pilbara region, due to the growth in this market in recent
years.

The verification team noted that, in late 2017, Orica had won two supply contracts to
supply BHP Iron Ore and Roy Hill in the Pilbara region. The verification team understands
that the incumbent supplier at the time was an entity that sourced ammonium nitrate from
another Australian manufacturer. Therefore, the loss of these contracts cannot be
attributed to the allegedly dumped goods.

8.4.4 Imports by Orica

As discussed in section 5.4 of this report, the verification team found that Orica imported
ammonium nitrate from China, Egypt and Indonesia during the investigation period. The
verification team observes that Orica commenced importing the goods from China in the
last quarter of the investigation period (March 2018).

Orica claimed that it had imported ammonium nitrate from these countries for the
following reasons:

e to acquire more of a particular grade of ammonium nitrate for emulsion
manufacture. Orica claims it would generally source this type of grade from its
Yarwun plant, however, due to production ramping up slowly at Yarwun, this was
not possible;

e to meet increased demand in Queensland and to manage stock levels during
plant shutdowns; and

e to meet contractual supply obligations in the Pilbara region due to the Burrup
plant not performing to expectations.

It is the verification team’s understanding that the imports by Orica were for the fulfilment
of its current contractual obligations and it did not refer to these imports when competing
for new contracts.

Nevertheless, the verification team understands ABS import data and other publicly
available trade data can be referred to for market intelligence relevant to ammonium
nitrate imports in order to appraise alternative supply options including volumes and
prices. It is therefore possible for customers of other Australian ammonium nitrate
manufacturers to have regard to these prices when negotiating contracts.

Given this, the verification team has reviewed data from the Australian Border Force
customs import database?” and observes the following in terms of the FOB export prices
of Orica’s imports of the goods during the investigation period:

e the weighted average FOB export price of Orica’s import consignments from
China was higher than the weighted average price of all other import
consignments during the March 2018 quarter, and was also higher than the

26 The verification team understands that this joint venture is a separate entity to Orica Australia Pty Ltd.

27 This data was reconciled to Orica’s source documentation relevant to its import consignments — refer
section 5.4 of this report.
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