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2 BACKGROUND

2.1 The application

On 21 December 2011, Nufarm Ltd (Nufarm) and Accensi Pty Ltd (Accensi) lodged 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 the
People's Republic of China (China).

The applicants subsequently provided further information in support of their
application. As a result, Australian Customs and Border Protection Service (Customs
and Border Protection) restarted the 20 day period for considering the ap‘plicatioﬁ

On 6 February 2012, following consideration of the application, Customs aad Border
Protection initiated an investigation. Public notification of initiation of the jnyestigation
was made in The Australian on 6 February 2012. Australian @mptpn@ Dumplng Notice
(ACDN)} No. 2012/05 provndes further details of this mve&tlgatlon and is available at

www,customs.gov.au

formulated glyphosate from China. The most: recent |nve$t|gat|on was in 2001-02,
following an appllcatlon lodged by Monsanito Ausfr&has «Eimited (Trade Measures

glyphosate exported to Australia from China.
2.2 Purpose of visit

) aﬁ@ prowded |n the application relating to the company;

gcgii;;,.ggpfa;p addﬁonal financial data to assist in the analysis of the claimed injury to

tﬁp A(m;g:auen industry;

"« giVe the company the opportunity to provide any further comments or raise any
“further issues it believed relevant to the investigation; and

o discuss and gather data relevant to establishing an unsuppressed selling price
(USP).

A copy of the visit agenda is at Confidential Attachment GENO1.

During its previous involvement in Customs and Border Protection’s investigations for
formulated glyphosate and other agricultural chemicals (e.g. 2-4D), Nufarm has been
visited and undergone verification of data submitted to Customs and Border Protection
(most recently in 2008).

Nufarm visit report - Formulated Glyphosate ~ Page 4
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2.3 Contact details
Company: Nufarm
ABN 37 091 323 312
Address: 103-105 Pipe Road, Laverton North, VIC 3026
Telephone: (03) 9282 1444
Fax: (03) 9282 1111
Date of visits: Visit 1: 28 February to 1 March 2012
Visit 2: 20 March to 21 March 2012

The following representatives were present at various stages of the visits.

Nufarm -Lachlan McKinnon, General Manager. Austratasia
eBernard Lee, Industry & Govermment Affairs Manager
« Michael Summons, Regional Busmess Manager

Roundup & Glyphosate .- £
» Maree Porter, Reglonal Fmancnal Controller, Australia

and New Zealand
¢ Other financial aocountmgamt Sales support staff

TR O’'Neill & | eTerry O Neill Adwser

Associates Pty Ltd

John O'Connor & oJoh_n_Q Connqr, Dlrector

Associates

Customs and Border o@hrlstle Sawczuk Manager, Operations 2
Protection oRodJongs. Manager, Operations 1

-Rachel Lohan, Supervisor, Operations 1

»»»»»

2.4 Investigattﬁh cﬁss and timeframes

As an applr@anf‘?;% anf rmed that Nufarm were cognisant of the key reporting
mvestlgat:on ﬂmeframa& as specified in ACDN 2012/05. We provided a summary of
the mveShgatlon p}rocess and timeframes as follows:

VVVVVV

. thg mv&ﬁgaﬂon period is 1 January to 31 December 2011,

s Customs and Border Protection will examine the Australian market from
':Jgnuary 2008 for the purpose of analysing the condition of the Australian
industry;

¢ a preliminary affirmative determination (PAD) may be made no earlier than

10 April 2012 — which is the first working day after the Easter public holiday.
Provisional measures may be imposed at the time of the PAD or at any time
after the PAD has been made, but Customs and Border Protection would not
make such a determination until it was satisfied that there appears to be, or that
it appears there will be, sufficient grounds for the publication of a dumping duty
notice;

* a statement of essential facts (SEF) will be placed on the public record by

28 May 2012 or such later date as the Minister allows - the SEF will set out the
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material findings of fact on which Customs and Border Protection intends to
base its recommendations to the Minister and will invite interested parties to
respond, within 20 days, to the issues raised (submissions received in response
to the SEF will be considered when compiling the report and recommendations
to the Minister), and

e Customs and Border Protection’s report to the Minister is due on 10 July 20121,

2.5 Visit report

As Nufarm has previous experience with the verification and visit reporting process,
we briefly explained to the company that we would prepare a report of our visit (this
report) and provide it to the company to review its factual accuracy, and to identify
those parts of the report it considers to be confidential. .

We noted that, in consultation with Nufarm, we would prepare a non-conﬂdential
version of the report to be placed on the Public Record.

2.6 Introductory presentations

At the commencement of the first visit, Nufanm representaﬂves provided two
PowerPoint presentations which covered: :

« company background, organisational. sfructure'aad product differentiation for
Nufarm Australia Ltd (Nufarm Australia) and Crop Care Australasia Pty Ltd
{Crop Care); :

¢ information regarding the Australlan r_g_chemlcal market, drivers for demand,
market segmentation and key dist 'utlon ¢hannels; and

» information regarding the -Australiar: formulated glyphosate market including;
market volumes and shares market segmentatlon key distribution channels

“““““

Copies of the pres l:lt'aagns are”a% Confidential Attachment GEN02.

Ton24 May 2012, public notification was provided regarding the Minister's decision to grant an extension to the SEF. The
revised due dates for the SEF and final report are 25 June 2012 and 9 August 2012 respectively.
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3 THE GOODS

3.1 The goods
neral iption

The goods the subject of the application (the goods) is formulated glyphosate. The
application specifies that:

“The imported product the subject of this application is formulated glyphosate, a
non-selective herbicide, imported in varying strengths of the active glyphosate
acid ingredient (“glyphosate techmcal "). A non selective herb.'c:de is one that
controls weeds in all situations”.

are absorbed by the leaves and green tissue of susceptlpl_ne‘,vplaqts “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. gmwth so they yellow and
die over the course of several days or weeks.

Glyphosate formulations

The application states that in the Austrahan 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 fermulations are commonly described by
the percentage of glyphosate technlcal wntalned in the formulations on a weight for
weight basis. . :

The application contains. tha following indicative comparison of the glyphosate
formulations described by g?ams ‘per litre / kilogram or percentage basis of glyphosate
technical.

L 450 50.6%
L 570 615%
Kilogram (Kg) 690 75.7%

This table is indicative onty’.

2
Application for the publication of a dumping duty notice for formulated glyphosate exported from China
{Application), page 7.

? Application, page 8.
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The application specifies that:

“This application is concerned with imported Glyphosate in all its fully formulated
liquid forms including Glyphosate 360, Glyphosate 450 and Glyphosate 570 and
the fully formulated dry form including Glyphosate 680”.

The applicants claim that:

o the imported formulated glyphosate products (at varying strengths) have the
same end use;
all formulations strengths are substitutable;
the imported dry formulation can be substituted for liquid forms; and
all imported formulations are applied within the approved application. rates
indicated on the product label, expressed on a litre per hectare basis.

At the consideration stage of the investigation, Customs- and Border Protection
considered that the goods covered by the application and mvestfgatlon includes
formulated glyphosate in any form (i.e. not limited to’liquid forms) and at any
concentration (whether described according to wafght of glyphosate technical by
volume or percentage of glyphosate technical).

f in m investigati

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

Customs and Border Protectlen considers that the goods covered by the application,
and the investigation does’ m_; fnclude glyphosate acid.

3.1.1 Tariff classif' aapon

Formulated glyphosate |s dgssﬁ ed under the tariff subheading 3808.93.00 (statistical
code 48) of Sci'maﬂle:i to the Customs Tariff Act 1995. The current rate of duty
applylng to thégoéés |mﬁorted to Australia from China is 5%.

There: are currenﬂy no Tariff Concession Orders applicable to the relevant tariff
subheadings

4
Application, page 8.
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4 BACKGROUND - NUFARM AND THE AUSTRALIAN
- INDUSTRY

4.1 Corporate, organisational and ownership structure

Nufarm was established in 1957 and is an Australian Public Company (limited by
shares) listed on the Australian Stock Exchange.

Nufarm is currently ranked the ninth largest crop protection company in the world and
has substantial operations in North and South America, Europe, New Zealand and
Asia (with 14 manufacturing sites and sales made in 100 markets). Nufarm is the
largest crop protection company in Australia which manufactures and supplies
agricultural chemicals, including herbicides, insecticides and fungicides products.

In Australia, Nufarm operates through the following four subsidiaries: ,

o Nufarm Australia — an Australian public company IImlted by shares which was
registered in 1957,

e Crop Care — an Australian proprietary company Ilmlted by ‘shares which was
registered in 1993;

¢ Croplands Equipment Pty Ltd — an Australlan gropnetary company limited by
shares which was registered in 1985; and

¢ Nuseed Proprietary Limited — an Australlan propnetary company limited by
shares which was registered in 1993 L

We noted that the names of the companies I|sted above have changed since initial
registration; however these chgﬂges are not detailed in this report.

As part of Nufarm's intreductory presentation they provided a chart showing its
structure, including the identities of all legal entities within the global business
(Confidential Attachment GENDZ refers). Nufarm also provided a chart displaying
their corporate strug;ure {Confldentlal Attachment GENO03).

As a manufactm?gr of afop protectlon products in Australia, Nufarm has production

Kwinana. and ngsh’pﬁol Western Australia (WA) Nufarm also has an extensive
network of twelve regional service centres in key agricuttural areas, including; New
South Wales Southem Australia, Tasmania, QLD and VIC. Nufarm has Sales
Managers positioned in all Australian states and temitories and research and
develt pment (R&D) field teams and R&D Managers regionally dispersed.

Nufarm advised that it operates according to a service delivery and value add
business model; which includes:

manufacturing (synthesis and product formulation);
logistics (extensive network of regional service centres);
reguiation (337 product registrations held with the Australian Pesticides and
Veterinary Medicines Authority (APVMA));

e product development (significant investment in R&D programs to develop new
products, innovative packaging and product mixtures);

Nufarm visit report - Formulated Glyphosate Page 9
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s marketing (agency and loyalty programs); and
¢ sales {field sales force and after sales service and administration).

mpan karoun relevant to formul lvphosate

In 2011, Nufarm’s sales of glyphosate represented .% of total sales for all products’
(reflecting a decrease from [§% in 2010).

Two of Nufarm'’s Australian subsidiaries, Nufarm Australia and Crop Care are directly
involved in supplying formulated glyphosate into the Australian market.

Nufarm manufacture formulated glyphosate (in liquid forms) at its plants in VIC and
WA (and are also responsible for financial, R&D and logistic functions), Nufarm’s
production facilities in QLD are for insecticide and fungicide products.: Nufarm
Australia and Crop Care are responsible for selling and marketing functions in respect
of formulated glyphosate. Nufarm advised that Nufarm Australia offers full service and
value, strong branded proprietary products (i.e. Round Up), technology leading
products and programs (including Round Up Powermax) and industry and market
leaderships (i.e. stewardships). Crop Care offer lower cost products, strong branded |
proprietary products (i.e. Hammer) and adopt a segmented market approach (i.e. seed
treatment focus). :

Nufarm is the exclusive distributor of Round Up® agncultural herbicide brands in
Australia, as they entered into an agreement ‘with.-Monsanto in 2002 for exclusive
distribution rights to these products. “The orlglnai ‘Round Up herbicide, containing the
active ingredient glyphosate, was introduced in 1974 by Monsanto and its patent for
these products expired in September 2000

Nufarm also manufacture Nufarm formulated products and toll manufacture formulated
glyphosate on behalf of other Aﬂgtrallan companies.

The application states that Nufarm is also a member of Croplife Australia (an industry
association). S T

4.2 Accouatiﬁg aﬂructﬂre end details of accountlng systems

Nufarm Australla and Crop Care's financial statements are consolidated into global
arrhual statements and financial reports for the Australia/New Zealand (NZ)) segment
for Warm Limited, which are audited annually. This segment's results incorporate
the four-Australian subsidiaries and NZ Nufarm, which are reconciled through a global
business ‘matrix’. In 2011, sales by the Australia/New Zealand segment represented
Hll: of total sales for all Nufarm companies / subsidiaries.

S Including phenoxy herbicides, other herbicides, insecticides, fungicides, seeds and other. Nufarm Limited Annual Report 2011,
page 12. .

6 Refer to section 8.2 for a description of Nufarm's financial quarters. Any references to dates in this report are in accordance with
Nufarm’s reporting period (unless otherwise specified).
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As part of the application Nufarm Limited Annual Reports for 2010 and 2011 and
Nufarm Australia’s and CropCare's internal financial statements for years ending
July 2010 and July 2011 were provided (Nufarm’'s Confidential Attachment A-6.3.2 of
the application refers). At the visit, Nufarm provided updated internal income profit and
loss (P&L) statements to January 2012.

Nufarm utilise a Business Process Analysis (BPA) financial consolidation tool to record
!/ reconcile Nufarm’s financial accounts to statutory accounts for the global Nufarm

group.

To verify the data provided in the application Nufarm provided a letter from its auditors,
KPMG to confirm that the data provided to Customs and Border Protect!on reconcned
“without exception” to

e Nufarm Australia’s audited BPA trial balance at 31 July 2010 and 2011;

e Crop Care’s audited BPA trial balance at 31 July 2010 and 2011; and

e Consolidation schedule for the years ending 31 July 2010 and 2011 audited as
part of the Nufarm Limited group audit.

The letter and attachments are at Confidential Attaéhment-@bﬁdt

Nufarm utilises JD Enterprise (E.1) as its financial (general ledger) and management
accounting system. During the verification we viewed Nufarm extract financial
information in respect of sales and costs from this system, which-utilises Julian dates.
Nufarm advised that this system is regulaﬁy t‘ewew‘ad by KPMG.

Nufarm also utilises an Enterprise Resourne Planning (ERP) tool to produce E-Dash
and crystal financial reports to enable it to extract, manipulate and analyse financial
data. During the visits for the purpose of verifying data, we viewed Nufarm
interrogating the E.1 system and downloadlng and exporting relevant financial data
into reports.

Nufarm Australlaﬁa@d Crop Cares accountmg practlces are in accordance with

Nufarm's geﬂeraf igdger chart of accounts was also provided at Nufarm’s Confi dentlal
Attachment A-&a f o:f tma application.

?”Il
Nufamgfadvised that is does not have any direct relationships with the Chinese
exporters of formulated glyphosate. The application states that:

companies within the Nufarm Group have approximately B% in shareholdin

e arepresentative of Nufarm was a member of the Board of Directors of |||l
until 2009-10; and
mpanies within the Nufarm Group have supply agreements with -

Nufarm visit report - Formulated Glyphosate Page 11
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However at the visit Nufarm clarified that the shareholdings and agreements relate to
supply of glyphosate technical (not formulated glyphosate products) to countries other
than Australia. Nufarm advised that it has made a significant investment with [JJHn
establishing their production facilities and processes for formulated glyphosate (which
is exported to markets other than Australia).

Customers

Nufarm advised that is does not have any relationships with its domestic customers
other than that of buyer or seller.

4.4 Nufarm’s manufacturing facilities and product range

4.4.1 Manufacturing facilities

Nufarm operates two manufacturing facilities in Australia at which formulated
glyphosate is produced:

o North Laverton (VIC), which contains two dedicated glyphosate vessels; and
¢ Kwinana (WA), which contains one dedicated glyphusate vessel

As mentioned previously, Nufarm manufacture a range of herbidde insecticide and
fungicides products at sites in North Laverton, Kwinana, Lytton and Welshpool. Plant
operating caﬁacny (with current resources avaﬁable) for formtilated glyphosate

represents |2 and % of total productlon capadty at North Laverton and Kwinana
respectively. L . :
Nufarm advised that they (with Accens!).cutrently s ' % of the

total glyphosate market,

Nufarm's production facmtlas ing rporate a number of segregated manufacturing
sheds, laboratories, offices aﬂd warghouse. The sites also include laboratories for
quality control and formulation ﬁevelopment Packaging for formulated glyphosate is a
shared production ki ."*Nufarm advised that the product which is produced is either
packaged on sﬂ; p kagaq at distribution centres or delivered in bulk.

Details in respa
section &.

4, 4.2 prduct mﬁge (formulated glyphosate)

Nufﬁrm Is Australia’s predominant manufacturer of crop protection products and they
have 33 registrations with the APVMA for formulated glyphosate products (including
the Monsanto Roundup brands). Nufarm supply formulated glyphosate to the
Australian market which it:

Nu“fsa,rm s production capacity and employment numbers are at

¢ manufacturers;

¢ purchases from other Australian companies (including through sub contract
manufacture arrangements);

7 Nufarm advised that they have estimated market size and market volumes for formulated glyphosate in RELs, which is a
measurement used to convert products at varying concentrations to 360 g / L Roundup (the first patented formulated glyphosate
product which was introduce into the Australian Market by Monsanto) equlvalent L.
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¢ toll manufactures on behalf of other Australian companies; and
s imports.

Nufarm also exports small volumes of formulated glyphosate to other countries.

As discussed at section 4.1, Nufarm is the exclusive distributor of Roundup crop

protection products in Australia, which are supplied to distributors. Nufarm advised
et ey oot ol e ond s ==

Nufarm manufactures formulated glyphosate with an active concentration cortaining
glyphosate technical and a salt base of either mono-isopropylamine (MIPA) or
potassium. Nufam also supply an ammonium salt based formulated. glyphosate it dry
(water based granules) form, which is imported (as Nufarm do not manufacture dry
product). , -

Nufarm has recently developed new product formulations and recently released the
Roundup Attack Herbicide with IQ inside (registered in November 2011). Nufarm also
recently developed a new chemical “QuikPour” 15 L ¢ardboard container, with a large
mouth and collapsible internal liner. From July 2011, Nufarm commenced supply of
certain formulated glyphosate (including Roungdup 360 Roi.mdup Biactive, Roundup
DST and Glyphoate CT) in the new QuukPour COntamers‘ s

.....

registrations for products in multiple packa i izeg (from 200 m L to bulk
containers). In 2011, Nufarm manufacturw the féilowmg formulated glyphosate
products (shown by packing type):.

Yk R ey N N T DN SRR S
360 Roundup 360 L, 5L and 20
RounduﬁBuactwe “ 8L, 20Land 110L
Wmaeﬁﬂuo 1L, 5L 10L,20L,110Land 1000 L
450 1 o 20L,110L and 1000 L

251, 20L 110L and 1000L
20L, 110 L and 1000 L.

201, 110L, 500 L and 1000 L
20L,110L and 1000 L

‘ 500 L and 1000L

Credlt + Bonus (Kit) 20L,110L and 1000 L

3 Glaggtor Maximus

Credit 204,110 L and 1000 L

Gladiator Optimax 20L, 110 Land 1000 L

Roundup Powermax 15L,20L,110L, S00L, 1000 L and bulk
570 Mon 76453 20L

Nul 2359 151L

Roundup Attack 1561,20L,110L, 500 L and 1000 L

Nufarm also toll manufacture formulated glyphosate with glyphosate technical sourced
by Nufarm or supplied by the customer. These toll manufactured products are
registered by other Australian companies and Nufarm manufacture products on behalf
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of these companies. In 2011, Nufarm toll manufactured the following formulated
glyphosate products (shown by packing type):

[Formulation | Product Name Product registrant Packaging type |
ot | NN D ||

B

—— -
| — —
oo T — T

Arrangements with other Australian manufacturers
Nufarm advised that it manufactured formulated glyphosate which was shipped to

other Australian formulators, which was recorded in its accounting system as goods
manufactured by a third party. For example, during 2010-11 to 2011-‘12‘ Nufarm's
accounting system highlights that it sub contracted Pty Ltd (D to
pack off 574, 800 L of formulated glyphosate 540 g/L (product code 574). Nufarm
advised that - is not the manufacturer of the goods, as.they only re-fill re-usable
containers from a bulk storage tank.

Imporis
In 2011, Nufarm imported formulated glyphosate 690 gIL (Roundup Ready and
Roundup Ready Plant Shield) from Argentma, whlch controls annual and perennial

In 2011, Nufarm manufactured and exported formulated glyphosate 360 gL
(Weedmaster Duo and RoundUp) and 450 g/L (Glyphosate CT). These exports
represented less than 1% of tOt‘al volume of all formulated glyphosate sales in 2011.

4.4.3 Nufarm’ afortnulatgd glyphosate production process

As specified m the appllzatlon Nufarm'’s formulated glyphosate production process is
as follows &

"'The m;gl stage of the process involves the amination of glyphosate acid

. and mornio- isopropylamine to produce the isopropylamine salt of the N-

E phosphonomethylglycme molecule (ie. 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.
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The following depicts the chemical reaction that occurs during the amination
process.

o
0 OH . HO 0 .
HO_ \/g aq, AH=-57 kj/mal Ny HaN
P _NH + HzN—< - PN 3
HOI ~ o HO o

aq

The second stage of the process involves formulation, where the
isoproplyamine salt of glyphosate is blended with surfactants and other
ingredients to produce a glyphosate herbicide at the. des:red level of
concentration (i.e. between 7.2 — 540 grams per litre). The addition of
surfactants facilitates the absorption of the active: ingredlenr by plants.
Without the addition of the surfactants, plants do not readily absorb the
isopropylamine salt of glyphosate.

After formulation, the glyphosate herbicide is packaged in a variety of retail
containers ranging from 250 mi to 1000 litre. The herbicide is also loaded
into bulk contamers for transport w ref:llmg ‘stations located through
regional Australia”

We noted that the production process. descrlbed above relates to glyphosate with a
-MIPA salt base. However in the appﬂaatlon (at Confidential Attachment A-3.6, a
diagram was provided which illustrated  the production process of formulated
glyphosate with an ammomum or potassium salt base (Confldentlal Attachment
COMO2 refers)).

During the verification visit we conducted an inspection of Nufarm's production (and
warehousing) facilities:at North Laverton. As a result of the information provided by
Nufarm and our 1nspectton of Nufarm's production facilities, we are satisfied that
Nufarm:

. produce§ ermulated glyphosate in the method described above; and
e undertake at least one substantial process of manufacture in producing
formulated giyphosate in Australia.

Durmg 2008 to 2011, Nufarm manufactured glyphosate which it manufactured or toll
manufacétured (with glyphosate technical sourced by Nufarm or the toll customer). For
the purpose of this report to distinguish these products they are herein referred to as:
o “Nufarm’s own sales” — formulated glyphosate manufactured by Nufarm (with a
Nufarm label};
o “Third party sales (Nufarm technical)” — toll manufactured for a third party with
glyphosate technical sourced by Nufarm; and

? Application, page 10.
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o “Third party sales (third party customer)” — toll manufactured for a third party
with glyphosate technical supplied by a third party.

4.5 Like goods

Like goods are defined as "goods that are identical in all respects to the goods under
consideration or that, although not alike in all respects to the goods under
consideration, have characteristics ciosely resembling those of the goods under
consideration™.

The application states that:

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

(i} Glyphosate technical is the dominant active ingredient in the locally
produced formulated glyphosate products and the unported formulated
glyphosate product;

(i} The various formulations represent vartatlons 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.

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

(v}  All glyphosate formulations whether Iocally produced or imported

generally have the same channefs of market distribution.

(vii There is an abgence of any clear dividing line in terms of market
segmentation bstween the various formulations and product substitution
can occur between the formulated products (whether locally produced or
:mported)” A

Nufarm advised that: the formulated glyphosate produced domestically are like goods
to the formulatad tpsate imported from China and that there is no discernable
difference beiween the products Nufarm reiterated that:

. Formulated glyphosate is a non selective herbicide, where glyphosate technical
" is'converted into a soluble form at varying concentrations, through the addition

. ofwater and surfactants.

+ “When packaged all products (imported and local) at varying formulation
strengths are labelled for identical uses.

+ The AMPVA controls registration and supply of formulated glyphosate in the
Australian market. All imported and local formulations (at varying strengths) are
applied within the approved application rates indicated on the product label,
expressed on a litre per hectare basis.

9 Subsection 269T(1)

10 Application, page 10,
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o The different formulated product can be interchanged, as the end user can
adjust application and usage rates. Nufarm advised that there is variability in
the quality of the surfactants used to produce formulated glyphosate (in
particular for the Chinese imports).

We sought Nufarm's views on the different salts of glyphosate (i.e. MIPA, potassium
and ammonium) and whether these are all like goods.

In their submission dated 19 March 2012, Nufarm claim that all salts of glyphosate are
like goods. Nufarm advised that formulated glyphosate with an IPA salt base (is the
predominant product in the market, as it is highly effective. It noted that the costs of
potassium salt are slightly lower where as the ammonium salt cost are slightly higher
(however with increased efficacy in kifling weeds). In advice to Customs and Border
Protection dated 27 April 2012, Nufarm stated that in the Australian market formulated
glyphosate with an ammonium salt base are dry products, as the liquid products with
this salt base are not registered (and therefore illegal).

We sought Nufarm's views on whether 62% isopropylamine (IPA) salt forms of
glyphosate (manufacturing concentrate) were like goods. :This is an intermediary
product produced following the first stage of the anirnatlon productlon process, where
surfactants and water have not been added. Nufarm advised that this product
requires further formulation (with addition of surfactants and dies etc). Nufarm does
manufacture this product {(in minor volumes). 'In-& submission provided at the second
visit (dated 19 March 2012), Nufarm claim that the IPA salt 62% glyphosate products
are like goods with the same ultimate ‘end use (as a herbicide). Nufarm indicated that
currently, based on market mtelllgence Slgnlf icant volumes of this product are not
being imported. :

4.5.1 Preliminary assesgméht

Customs and Border Protecﬁqn examined the evidence presented in the application
and concluded in CON 183 that the Australian industry produces like goods to the
goods the subject of the application.

Customs and Bé‘rﬂaf';Pfdiedtion considered that the applicants demonstrated that:

o the pnmary physmal characteristics of imported and locally produced formulated
- glyphasate are similar,
s the imported and locally produced formulated glyphosate are manufactured in a

“.glmilar manner;

o the imported and locally produced formulated glyphosate are commercially alike
as they are sold to common end users; and

e the imported and locally produced formulated glyphosate are functionally alike
as they have the same end-uses.

Based on the information in the application, information provided and verified at the
visit to Nufarm and our tour of Nufarm’s production facilities we consider that the
goods produced by Nufarm are like goods to formulated glyphosate imported from
China.
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4.6 Annual turnover

Nufarm's annual net revenue ($AUD) for its Australian companies for domestic and
export products (including formulated glyphosate) was submitted with Nufarm’s
Confidential Appendix A6 as summarised below for the 2011 financial year:

"Product market | Gross Rebates Net sales revenue for [ % of total net revenue
Revenue glyphosate for glyphosate
ttor _ '

TR I | - -
domestic

Third party (all) ]

Export :

Total
Export sales
We noted that export sales of like goods have been at minor quantlties and values
since 2007. _

Revenue reconciligtion PA an r Ib_aluou ¢ 0

In order to verify Nufarm's total revenue and profits for all sales (as shown in
application appendices) to audited financial* reports / statutory accounts, Nufarm
provided a comprehensive financial reconcitiation: package (Confidential Attachment
COMO3 refers). This package shows. total revenue and profit figures for Nufarm's
financial year 2010 and FY 2011 I|nk|ng tht'bugh

¢ the Nufarm company groups oomplex global business matrix to the audited
figures in Nufarm’s Annual Report;

e results for Nufarm Mstralla and Crop Care as reported in the Australasian
segment;

. results for Nufarm Australla and Crop Care as recorded in the BPA
results for. Nufarm and Crop Care shown in the E.1 system; and
data prtmd&d in Nufarm s application appendices.

Within the reconciﬂatlon package, Nufarm noted variances of figures (which were not
mgnlﬁcaﬂt) and.provided appropriate explanations (including treatment of sales made
into- regions by different Nufarm companies). Copies of the BPA and E.1 income
statements and general ledger accounts were also provided.

Working through the reconciliation package with Nufarm, we are satisfied that revenue
and profit data provided to Customs and Border Protection is reliable, accurate and
complete and can be linked to audited financial reports.

Nufarm visit report - Formulated Glyphosate Page 18

|



‘ Public file
PUBLIC RECORD \ oM

5 AUSTRALIAN MARKET

5.1 General

The application states that formulated giyphosate is used as an herbicide for broad-
acre weed control, along with certain horticulture and home and garden applications
(requiring weed control).

5.2 Australian manufacturers

The application identified the following eleven companies, other than Nufarm and
Accensi, as Australian toll manufacturers of formulated glyphosate.

Company
Autopack Pty Ltd
Bayer Australia Pty Ltd
Cheminova Manufacturing Pty Ltd
Chempak (Aust) Pty Lid
Eureka Manufacturing Pty Ltd
Gemax Pty Ltd
Imtrade Australia Pty Ltd
Intec Industries Pty Lid
Loral Ipsum Pty Ltd - e
QOpal Australasia Pty Ltd
Rygel Australia w L

Nufarm provided estimates of the produc;tien capacny, operating rates and production
volumes (for formulated gyphosate 360 g/L equivalents) of the other identified
members of the industry (other than Nufarm and Accensl), based on market
intelligence. The applicants identified market shares for the other Australian producers
in 2010-11, which were not significant. -

5.3 Imports (Nufarin s vievﬁé}

Nufarm advised that ths Ausfrallan market for formulated glyphosate is supplied
through local produgtion: and imports from a number of sources, mainly China, but also
including Arganﬂna Indonesia, Malaysia, New Zealand and Singapore. Nufarm
advised .that over the past couple of years there has been a shift in market volumes
and size towards Chinese imports. It noted that historically formulated glyphosate was
mporte&trom Israel, Malaysia and Vietnam.

The aﬁphcatlon states that import data for formulated glyphosate is not individually
identifiable in published Australian Bureau of Statistics data. Nufarm therefore
sourced export data for China (from )11)
and for all other countries (from ) for the purposes of
estimating import volumes.

Nufarm estimated that imports from China had increased their share of the market
from approximately 5% in 2009-10 to approximately 45% in 2010-11. Nufarm advised
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that this increase in market share occurred as total market size increased from 100
RELs to approximately 115 M RELs. Nufarm advised that most of the formulated
glyphosate was exported from China to Australia in 20 L and 1,000 L containers.

5.4 Market size

Nufarm estimated that the Australian formulated market size for 2010-11 was
approximately . Nufarm advised that their market size estimation was
based on the following:

o Nufarm's own production and sales volume;
¢ market intelligence for sales volumes of other Australian formulators and
xport data in respect of exports to Australia obtained from

Nufarm stated that the formulated glyphosate market size had increased from [N

in 2007-08, which predominately reflects increased demand due to increased
rainfall and changed agricuitural faming practices (evidenced through increased
conservation tillage (as opposed to ploughing or chemicat tillage)). Nufarm advised
that market demand for formulated glyphosate for the period August 2011 to January
2012 has been below forecasts, however it was anticipated that the total market size
for 2011 to 2012 would be comparable to the preceding financial year (as the market
performance was expected to improve in the second half of the year). Nufarm advised
that the market size was very dependant o seasonal;ty (and rainfall).

5.5 Market segments and dlstrlbutlm amngements

Mark mentation
Nufarm identified the followmg f ive market ‘segments in the Australian formulated
glyphosate market (in order of market size):

Pre plant winter 1. Broadacre weed March to June Low Conservation
cropping | _control [ tillage
Fallowweed .| Broadecre weed October to High Moisture

control . control | | January conservation
Pre plant summer | Broadacre weed October to High Conservation
C—.Eﬂm . control [ December tilage
" Railways, mining, All year Very high Focus on
Industrlal!retaul an& forestry weed perennial
home control [ ] weeds
Trees, nuts, vines Autumn and High + Spraying
and vegetable spring programs
Horticulture weed control B

Nufarm explained that formulated glyphosate products are supplied to the agricultural
sector for planting and weed control purposes and to retail and horticultural market
segments and that preferences/customer choice for formulated glyphosate products
may vary between market segments. Nufarm advised that in Australia there is
approximately 21 M hectares of crops to which formulated glyphosate is applied (at
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approximately ]l applications in the winter pre plant period and [N
applications during the summer/fallow period). .

Distribution
A diagram of distribution / supply channels to market was provided in the presentation
by Nufarm (as provided in the application).

This diagram provides a description of each of the market suppliers follows:

» 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 sel! the formulated product to other
suppliers and distributors. Nufarm formulates products for its own sales whilst
Accensi and Nufarm also formulate glyphosate on behalf of Iecal suppliers in |
Australia.

e Other suppliers - are responsible for purchasing formulated glyphosate
products from traders and other formulators and selling to distributors.

« Distributors - Distributors act as traders and import fully formulated product from
Asian manufacturers, but more generally are responsible for purchasing
formulated product from traders, formula!tors and other suppliers.

The application noted that distributors can act as traders and import fully formulated
product from Asian manufacturers, but are more’ geqerally responslble for purchasing

The majority of formulated glyphosate is supplled and sold through distributors to end-
users; approximately [l]l M RELs (lill%) is sold direct from traders to end users.
Nufarm identified the follqwlng major ‘distributors and their estimated market shares
as: V

Nufé‘rm adwse ‘that traditional market distribution channels have changed over the
last few years, with an increasing number of independent distributors (trading through
the intemet).

5.6 Product segmentation

Nufarm advised that there is a commercial (product) differentiation for glyphosate
formulations based on active ingredient strength. It noted that formulated glyphosate
360 g/L is predominately supplied to the horticulture / retail market and is not supplied
to the broad acre market segment. It noted that the product most utilised in the
Australian market was formulated glyphosate 450 g/L, with increasing volumes of
510 g/l and 540 g/l. formulated glyphosate. It noted that this transition was due to
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product branding and efficacies associated with products with higher active ingredients
and larger containers sizes.

Nufarm stated that their Glyphosate CT formulated glyphosate product {or Gladiator
CCA) as well as other 450 gram per litre products were preferred in the fallow market
segment.

5.7 Factors influencing market performance

Nufarm stated that formulated glyphosate has become the most predominantly utilised
herbicide (globally). Formulated glyphosate has a low cost as a farming input and has
a superior performance to use rate to other products. Glyphosate's costs per hectare
are low in comparison with other farm inputs. Nufarm advised that formulated
glyphosate was an environmentally safe product that was specific to plants, required
lower dose rates in comparison with other products and had low user toxicity. -

Nufarm advised that the Australian formulated glyphosate market is @ unique market
as a result of Australia’s dry environment which is seasonality demand driven. It noted
that given large geographical size of Australia, that suppliers needed connectivity with
their end users (local farmers).

At the visit Nufarm identified the following key factors affectmg agrochemical markets,
including formulated glyphosate:

. volatlllty in cost of goods and proﬁtabillty,

changing agricultural and farmmg praetlces (including water use crop
efficiencies); .

requlatory impact; -

growth in genetically modified (GM) crops;

corporate and stocking policies; and

changed dlstnbutlon channels and market participants.

ofitabilit
Nufarm advised ihaf volatility In costs and prices effect market demand / supply and
inventory costs ‘for' formulated glyphosate. It advised that during 2007 to 2009,
significant price. voﬁatlllty (in particular price decreases) for glyphosate occurred due to
global supply shana‘ges for glyphosate technical, simultaneous with an increasing
number.of Chinese glyphosate manufacturers and suppiiers. It noted that some price
stability was ‘achleved following increased regulation of domestic manufacturers in
Chir!a, whlch rationalised supply (reducing the number of suppliers).

hangin

agri ggl;ural and farming practices)

The application noted that the Australian market for formulated glyphosate has grown
significantly since 2007-08, reflecting increased market demand due to a change in
local climatic conditions that supported improved conditions for use (i.e. increased
rainfall equals increase in weeds). Earlier season rainfall has also meant accelerated
weed growth, necessitating higher formulated glyphosate usage rates. As mentioned
previously changed agricultural practices has resulted in significant increased used of
formulated glyphosate. Nufarm noted that future growth in the market may be
impacted on increased weed resistance to formulated glyphosate an growth of GM
crops.
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6 SALES'2

6.1 Introduction

As part of its application, Nufarm provided Customs and Border Protection with a line
by line sales listing for the twelve months ending July 2011 (Confidential Appendix A4
of the application refers). The sales transaction listing identified sales made by Nufarm
Australia and Crop Care (and inter-company / staff sales’s).

[Nufarm’s identification of sales]. For the purposes:of this gection
of the report, references to Nufarm’s sales include sales by Nufarm Australla and Crop
Care, unless otherwise specified.

At the visit we sought to verify the company's sales informatlon to its financial
accounts and source documents for selected sales in order to establish that the
information provided was complete, relevant and accurate.-

To cover the entire investigation period, subsequent to the first verification visit,
Nufarm provided an updated sales transaction listing to include sales for the period
August 2011 to January 2012 (Confidential Attachment SALESO01 refers). Nufarm
also provided source sales data for formulated glyphosate and other products (which
we viewed being extracted from the E.% system) for the period November 2010 to
January 2012 (Confidential Attachment SALES02 refers). As the transaction listing
included all sales transactions types (mduding ‘eredits) which impact total values and /
or volume of sales, Nufarm provided a sales order transaction type list to assist with
verification (Confidential Attachment SALES03 refers). This source data formed the
basis for sales values and volumes comamed in Nufarm’s Confidential Appendices A4
and A6. ;

" 6.1.1 Customers and Level 6f-trade
As prewously mémloned, tha majority of Nufarms customers are dlstrlbutors for

channels into the ajgrocnemlcal markets mciudmg formulated glyphosate. Durmg the
period November 2&10 to January 2012, Nufarm’'s main customer groups (and
customer group sig,fe as designated by Nufarm) included:

12 Ynless specified, this section does not cover sales of imported formulated glyphosate or formulated glyphosate which Is
produced via sub contracted manufacture arrangements with other Australian companies.

13 These were not slgnificant. Nufarrm allocated these sales to their Manufacturing division.
14 These groupings were based on sales volume.
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Within these customer groups, Nufarm supplied formulated glyphosate to multiple
customers (including regional distributors within the customer group).

Nufarm’s distribution customers on sell the goods to other suppliers or sell directly to
end users (i.e. farmers or the retail market). .

6.1.2 Related parties and arms length transactions

In the application, Nufarm claimed that no saies were made to related parties and that
all transactions were arms length. During the visit we noted that inter-company sales
of formulated glyphosate occurred in 2011, as identified in Nufarm's Confidential
Appendix A4. We calculated that these sales represented less than of total sales
for the year and thus were not deemed significant to warrant further investigation.

Based on our assessment, we consider all transactions to have been at arms length.
6.1.3 Ordering, invoicing and delivery arrangements

Nufarm advised that the ordering process for customer varies (by region), however
provided the following generic description of orderingj and invoieing arrangements:

o Customer contacts Nufarm (specifically- Sales Mangers) usually through email,
telephone or facsimile and requests an order of formulated glyphosate.

e The majority of orders are managed through. Nufarm’'s ERP (excel software
server system) which is used for business planning and sales foresting by
product family (Nufarm stated that it ‘also utilises a demand forecasting system
which informs supply schedules).

¢ The price is negotiated and agreed wfth the customer (this includes a toll fee for
third party sales). :

o ERP generates purChase orders (and assesses stock availability and dispatch
methods). Nufarm advised that it does not supply products on a consignment
basis. :

If needed, morder for manufacture is forwarded to the production department
Nufarm advnsed that ‘seasonality, demand / supply drivers and commodity
prices’. will dmpact on its forecasting for glyphosate technical to meet toll
manufaf:ture ;;eqwrements (although very minimal volume was toll
_manufactured in 2011).

° ‘Purchase orders are issued based on forecast orders, which are forwarded to

_ the customer.

« - Goods may be delivered as described below:

. o Nufarm organises delivery direct to customers (small volume),

o goods are delivered to distribution centres which organise delivery of the
goods to others distributors (who then on sell to other customers,
including via agricultural stores), and

o goods are delivered to distribution centres that organise delivery direct to
customer warehouses or direct to the end user (still within a specified
distribution channel).

¢ Nufarm advised that formulated glyphosate is predominately supplied through
distribution centres, if produced at Laverton and through third party logistics if
produced at Kwinana.
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o Invoices are provided to the customer (with Nufarm or Crop Care listed as the
supplier).

e The customer pays the invoice based on their credit terms.

o If applicable, rebates are made retrospectively in respect of the goods to
customers based on rebate agreements or terms of sale.

Nufarm noted that historically it had (informal) supply agreements with toll customers,
which reflect agreed costing model (by packaging size) to calculate a toll price. It
noted that very small volume of formulated glyphosate had been supplied to third
parties in 2011. Nufarm also advised that one of their toli customers also has an
agreement with Monsanto regarding distribution of Monsanto products.

Nufarm advised that it participates in environmental and recygling programs
associated with formulated glyphosate packaging (including drum master levy
collection).

Roynd Up Ready
Nufarm advised that sales of Round Up Ready formulated glyphosate products occurs

through distribution agents (. in Australia), which receive commissions (standard and
performance) for these sales. Nufarm provided a copy of the distribution agreement
(product schedule) for Round Up Ready Herbicide with Plantshield in the application.
We note that this arrangement is only relevant for the |mported formulated glyphosate.

6.1.4 Pricing

ided internal price lists for all products (including formulated
glyphosate) b age type for each month during September 2010 to July 2011
(Confi dentlal Atfachmeht AB5.8 of the application refers).

Nufarm advised that there is significant pricing competltlon in the market and that
formulated glyphosate 450 g/L is the base product which is a determinant for pricing of
other‘*fbrmulated glyphosate products (as pricing for this product operates as a floor
price). Nufarm advised that pricing was demand elastic (reflecting the large nhumber of

Nufarm advised
that demand for formulated glyphosate with active ingredients above 450 g/L is
dependant on the price of formulated glyphosate 450 g/L, as the products are
substitutable. Consumers can purchase increased volumes of formulated glyphosate
450 g/L at lower prices (instead of purchasing the higher concentrated product) and
adjust product usage rate. Nufarm stated that they are price takers for formulated
glyphosate 450 product; although can be price setters in formulated glyphosate with
higher concentration levels.
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Nufarm advised that historically there has been minimal pricing variance for formulated
glyphosate sold in different packaging sizes (e.g. 20 L or 110 L), however this has
changed over the last 12 months. They stated that currently there is a variance of 10
to 15 cents per L for container costs, which impacts price (for all formulated
glyphosate products).

Nufarm stated that the terms of sale for the significant majority of formulated
glyphosate) sold domestically were d

Nufarm advised that it also provides off invoice discounts and rebates, in particular to
regular customers (which are reflective of contractual rebate agreements). These
rebates form part of Nufarm's pricing support policy. Section 6.1.7 discusses rebates
in further detail.

6.1.5 Credit Terms

In 2011, the credit terms applicable to Nufarm’s formuiated glyphosata sales varied by
customer, with payments due:

Nufarm provided- a. spreadsheet listing all payment terms, calculated number of
payment days and examples of invoice dates and payment dates. We noted that
commercial invoiges only specify invoice dates and payment due dates and actual
payment (credit) terms: are not specified. Based on the commercial documentation
provided-for selected sales, we were able to verify that the payment terms reasonably
reflected dates as shown on the commercial invoices.

Nufarm: provided a copy of the interest calculation spreadsheet and copies of the
accounts statement for the injury analysis period (this related to Nufarm's Confidential
Appendix AG).

6.1.6 Freight

Nufarm organises delivery of formulated glyphosate to distribut'ion centres, distributors
and customers (dependant on region / product type). Nufarm provided a list of all
freight providers which the company utilised for delivery of formulated glyphosate (and

other crop protection chemicals) (Confidential Attachment SALES04 refers). Nufarm
advised that while the majority of sales
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[freight details] {Confidential Attachment
SALESO5 refers). We noted some minor discrepancies which we addressed through
verification. Freight expenses were further verified as part of the cost verification.

6.1.7 Rebates and discounts

Rebates

As a pricing support strategy, Nufarm offers rebates (expressed as price or volume) to
customers. Theses rebates are paid retrospectively Nufarm explained that while price
trends for formulated glyphosate may remain static, that rebates expressed as a
percentage of price has increased since 2007-08 (section 6.1.3 refers).

Nufarm has rebate agreements with key customers, although it advised that rabates
were also applied to sales to customers without rebate agreements.. Rebate
agreements cover all products and different types of rebates (at different levels,
usually expressed as a percentage of price) apply to specific customers, including
corporate rebates, trading allowance and other pricing supports. Rebates also vary by
product type and customer location (region) {i.e. national and regional rebates apply).
Payment of rebates is cyclical and varies by customer/ product (i.e. rebates may be
paid mouthy, semi annual, end of season or ad hoc). Nufarm advised that rebates
were provided as credit notes, payments and free stock.

Nufarm included rebates in their cost to make and sell at Confidential Appendix A.6
and in the list of their domestic sales of. formulatad glyphosate Verification of rebates
(and allocation basis) is discussed at sectlon 6 3

Discounts v
Nufarm also advised that they provided off the invoice discounts for customers, in

respect of formulated glyphosate which usually equated to

6.2 Verification of domesﬂg salos
6.2.1 Veriflcatlon to ﬂnancial accounts (completeness)'s

We sought to reconcﬂe Nufarm's sales (volume and value) data to the company's
management .accotints to ensure completeness. As mentioned previously Nufarm
provided a set of line by line sales data for both Nufarm’s own, Nufarm’s third party
(Nufarm technical) and Nufarm’s third party (customer technical) formulated
glyphosate produéts. During the visits, we viewed Nufarm interrogating E.1 to run trial
balance. by object reports for all products for the months covering the investigation
period: (including August to December 2010) from relevant general ledger accounts
(for cost centres for Nufarm Australia and Crop Care) for domestic / export sales, inter-
company sales, discounts and rebates. Print screen views of these reports are at
Confidential Attachment SALES06. Nufarm explained that sales values shown in
E.1 were at level 1 (inclusive of rebates) and for all sales transaction types (including
returns and credits etc). Despite some very minor variances were able to reconcile
values shown in E.1 to financial statements (by subtracting relevant accounts).

|

18 n respect of domestic sales verification we verified sales data for 2010-2011 at the first verification visit and data for quarters 1
and 2 of 2011-2012 at the second visit, following the similar verification processes.
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As the general ledger data shown in E.1 contains sales values only, we viewed
Nufarm running crystal reports for details of this data. These reports contained line by
line sales transactions for products with the glyphosate molecule and non glyphosate
molecule (which Nufarm identified as like and non like goods). As previously
mentioned, sales data for Nufarm’'s appendices was based on this source data. Using
the total from this report, Nufarm were able to reasonably reconcile the value of all
sales to Nufarm’s financial statements. Given Nufarm's confidentiality concerns in
respect of non glyphosate sales, once we were satisfied that data from E.1
represented total sales they removed details of these sales from the source data.
However Nufarm provided summary product lists (for Nufarm Australia and Crop Care)
for all products (with some sales volumes) from the source data Confidential
Attachment SALES07. This process also identified that certain formulated glyphosate
products which were like goods were initially omitted from Nufarm's application
appendices. Nufarm provided a revised Confidential Appendix A.4 (and other related
appendices) (Confidential Attachment SALEO08 refers) to - incorporate these
products.

As E.1 data shows sales value inclusive of rebates and does not show sales volume,
crystal and E-Dash reports (pivot summaries of sales data) “were extracted to
substantiate values (net rebates) and volumes in 2010-11 and in particular quarters
(for 2011-12) to verify to the source data (which included sales value net of rebates —

level 2) used to prepare Nufarm’s Confi dentlal Appandlx ‘A4 (revised and initial).

Print screen views of relevant reports and data extractlons and the actual reports are
at Confidential Attachment SALES08S.

Linking source licatign: ndice

Discrepancies were initially identified with domestic sales values and volumes shown
in extracted source data reports and Nufarm’s Confidential Appendices A4 and A6.
This was a result of particular sales order transactions being included which were not
actual sales, but were credit or trial stock. Using the list of all sales order types
provided by Nufarm we were abl*e to identify and discount sales orders which did not
relate to actual wies (or impact cost of goods) but which impacted source data total
values and voiumes We were then able to reconcile source data to application
appendices (Nufarm also ran defined crystal reports for relevant sales transactions for
particular periods to further substantiate source data).

Nufarm provided a reconciliation excel workbook showing values and volumes (as
relevant)-for all application appendices (linking A4 where applicable to A2, A3, A5 and

A8) (Confidential Attachment SALES10 refers). We noted a discrepancy between
application appendices in respect of sales of
product. Nufarm advised that when a sale is processed for a a

sales detail line is recorded for the combined product as well as for the individual
component (i.e. a and a ), which are recorded as nil sales value

resulting in duplication. In their revised Confidential Appendix A4, Nufarm identified
B sales which were part of Confidential Attachment
SALES11 refers). We were able to use Nufarm’'s to

verify sales volumes to other appendices.
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We also viewed Nufarm utilise E-Dash inquires to obtain information for specific sales
transactions.

6.2.2 Conclusion on completeness

We are satisfied that the revised sales spreadsheets provide a complete and relevant
list of all sales of the goods by Nufarm to the Australian market and are reliable for use
in injury analysis.

6.3 Verification to source documents (accuracy)

Prior to the visit we selected the following Nufarm own and Nufarm third party
formulated glyphosate sales from Nufarm's transactions from the sales lists for
venf cation to source documents.

360 g/L
360 g/L
360 g/L
450 g/L
450 g/l
450 g/L
470 g/L
470 g/L
510 g/l
510 g/l
540 g/L
540 g/l
540 g/l
570 g/l
570 g/L

For each selected sale, Nufarm provided the relevant:

commercial invmce (andlor adjustment note/credit note as applicable);
purchaseorder; -

delivery documents;

evidence of payment made by the customer (including remittance statements from
Nufarm’s:bank-account);

e rebate credit notes (shown as volume or price discounts), if applicable; and

rabate calculation summaries by customer and period and other supporting
documentation.

The sales source documentation is at Confidential Attachment SALES12.

Eviden f paymen

As listed above for each transaction Nufarm provided a copy of the bank statement
(remittance advice) showing the customers payments into Nufarm’'s designated bank
account. For transactions were the amounts did not directly reconcile, the remittance
advice outlining which invoices were paid or the debtors ledger were also provided to
assist in reconciling the bank statement to the invoice.
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We noted that the invoice amounts were paid in full for each of the selected
transactions. We note that off invoice rebates applied to most customers, as discussed
below.

Verification of r

Nufarm advised that rebates applicable to sales are accrued. As discussed previously
we viewed Nufarm interrogating E.1 to extract details for general ledger accounts (by
cost centre per company), including rebates accrued. The E.1 reports were then
reconciled to Nufarm’s financial statements.

Nufarm advised that rebate amounts accrued may not be the actual amounts paid. It
also noted that rebates are paid in different period from when they are accrued. To
ensure accuracy of rebate allocation to sales, Nufarm adopted the rebate allocation
methodology from a previous dumping investigation, by allocatlng rebates paid to
sales.

For the period 2010-11 to the second quarter of 2011-12, Nufarm identified for all
sales (domestic, internal company and export) each customer group;
e rebates paid for products with the glyphosate molecule;-
 rebates paid for products without the glyphosate molec¢ule; and
» residual rebates which were not attnbutable dltectly to particular products (i.e.
corporate rebates).

To allocate residual rebates paid to formulated glyphosate sales, Nufarm calculated a
ratio to determine the proportion of total rebates which were applied to glyphosate
products and to other products. To calculate unit rebates paid Nufarm divided the total
rebates paid (for glyphosate. and non glyphosate products, including apportioned
residual rebates) by total sales volume (per quarter / annum). Nufarm’s rebate
calculations form Confidential: Attachment SALES13). Nufarm also utilised E-dash
pivot to provide rebate data by customer to showing total rebates, rebates apportioned
by product type and residual rebates to be apportioned to glyphosate products
(Confidential Atmhm%nt SAI..ES14 refers).

For each formulateé giyphosate sale Nufarm applied the calculated unit rebate which it
multiplied by sales quaﬁtlty (as shown in Confidential Appendix A4 and the source
data sales Ilstlngs) to determine an “Extended Sales Price"(net rebates). Nufarm also
incorporated rebates paid by quarter and annum in Confidential Appendix A.6.

We: viewed Nufarm extract rebate accounts summary showing rebates accrued and
paid (by sales transaction type) by company to link to E.1 / GL accounts. We identified
a minor discrepancy which was less than h% (which Nufarm explained related to
a write back to the P&L). We viewed Nufarm interrogating E.1 to identify a rebate
associated with particular invoices (shown as a credit note — “CB” sales transaction).

Nufarm provided their [ NN :=rd we sighted rebates

agreements for several other major customers (which could not be released to third
parties with out the consent of all parties) (Confidential Attachment SALES15
refers).
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We also viewed Nufarm utilise E-Dash inquires to obtain information for rebates
(shown as credit notes) linked to specific commercial invoices for formulated
glyphosate sales. We verified rebates for particular customers shown in the E.1
system and E-dash pivot reports during November 2010 and April 2011. Print screen
views of the report extractions (and process) are at Confidential Attachment
SALES16.

We consider that Nufarm's rebate allocation appears accurate and reasonable.

6.3.1 Conclusion on accuracy
Based on the material provided we are satisfied that:

the invoiced amounts and sales details in the revised sales listing are accurate;

e the invoiced amounts were paid by Nufarm’s customers (noting these sales
were linked to rebates); o

 the net proceeds and net transaction amounts within the revised sales list are
accurate; _ N

e the rebate amounts shown in the sales listings have been reasonably
apportioned (and are based on actual amounts paid); and

« the quantity (in L) is recorded accurately in the revised sales listing.

On this basis, we consider the revised sales gjata' is accurate.

6.4 Conclusion on sales

We have verified the revised sales data to source documents and to Nufarm’s income
statement and we are satisfied that the data is accurate, relevant and complete.
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7 COST TO MAKE AND SELL

7.1 Introduction

We explained to Nufarm that we needed to be satisfied that the data submitted in the
application was complete, relevant and accurate and contained only costs applicable
to the cost to make and sell for glyphosate. We also explained that the company
would have to demonstrate that the data could be verified and traced to financial
statements and to source documents.

In its application Nufarm provided cost to make and sell (CTMS) spreadshests for all
glyphosate products by quarter from the quarter commencing August 2007 to the
quarter ended January 2012. Nufarm provided CTMS spreadsheets for “product
families”, which were identified with a specific number (i.e. 0574 for the PowerMax
family). There are several product families within differing formulated glyphosate
strength (i.e. there may be several product families which are all formulated
glyphosate 360 g/L product etc). -

Nufarms financial year is from 1 August to 31 July. We focused on verifying data for
Nufarms 2011 financial year and collected additional information for the half year of
1 August 2011 to 31 January 2012. - '

Nufarm produced and sold 11 glyphosate products for the domestic market in the
period Feb 2011 to January 2012. We selected two products for verification:

« Roundup PowerMax 0574, active ingredient strength per litre of 540 grams; and
» Roundup 0539, active ingredient strength per litre of 360 grams.

% of the formulated glyphosate volume sold over the period February 2011 to
January 2012. '

[products selected for

The spreadsheets for the three products are at Confidential Attachment CTMS01.

Nufarm produced and sold two products for export in the period. Nufarm's exports
have been of a very low volume accounting for less than %6 of total volumes
produced and sold. We did not select export products for verification.

Nufarm also provided worksheets for all glyphosate products for the period
August 2007 to January 2012, the worksheets detail allocations of costs to make and
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costs to sell (Confidential Appendix A6 refers). These spreadsheets are at
Confidential Attachment CTMS02. '

7.2 Production and sales volumes

Nufarm advised that it used sales volumes as its basis for costs as one bulk product
can belong to multiple product families sold by Nufarm and sold to third party
customers.

We consider that cost attribution based on sales volumes is suitable for the purpose of
injury analysis.

7.3 Verification of cost to make

Nufarm explained that it uses standard costs for the raw materials that are updated
each quarter. Raw materials comprising glyphosate technical and raw materials other
incipients are shown in the CTMS spreadsheet at the standard cost for that quarter.

At the end of the each quarter the difference between the standard and actual cost is
recorded as a purchase price variance (PPV), this PPV is shewn in the CTMS
spreadsheet as part of fixed manufacturing costs.

Stock on hand is re-valued at the end of each quarter to the new standard cost. The
new standard cost is calculated based on the actual and or forecast cost of purchases.
The stock revaluation is shown m the CTMS spreadsheet as part of fixed
manufacturing costs.

Formulation overheads comprise fixed a‘h‘c_t_variable overheads including depreciation
and are shown as part of varieblfe" manufacturing costs.

The last cost in the cost to make is packaging costs, which is a weighted average of
costs for the 20 L and 1000 L containers.

7.3.1 Raw material costs

Nufarm prowded its. cost book and bill of materials for the three selected products;
these documeats ere at Confidential Attachment CTMO1.

Nufarm prowded details of the standard cost of glyphosate technical in Roundup 0574
for the qtaarter endtng July 2011 from its accounting system; the details match those in

These documents are at

of the contract for our
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I (D:!ai's regarding glyphosate technical costs and purchasing
arrangements].

Included in the cost of the other incipients are items such as the base, dye, anti-foam
and surfactant / wetter agents.

Nufarm provided a purchase price variance listing for the quarter ending July 2011, the
PPV matched the details in the CTMS worksheet. Nufarm explained that the PPV
listing comprised two variances, an OV variance which is the difference between the
standard cost and the cost on the purchase order and a PV variance which is the
difference between the cost on the purchase order and the final invoiced cost.

We selected suppliers of the glyphosate tech and the two main other incipients from

this listing and then selected individual invoices from the listings for verification.
~ Nufarm provided the selected invoices; proof of payment and a worksheet reconciling

the OV and PV variances, these documents are at Confidential Attachment CTMO03.

Nufarm also provided listings for the stock revaluation; these documents are at
Confidential Attachment CTMO04. :

7.3.2 Formulation overheads

Nufarm explained that formulation overhead cost is calcuiated as a weighted average
of fixed and variable overhead expenses attributed to dedicated glyphosate vessels at
Laverton and Kwinana plants divided by total volume of glyphosate produced. To
ensure completeness of overhead costs. ;ndudad Nufarm provided a list of these fixed
and variable overhead costs (shown by account code) for their Laverton plant for the
period 2010-11. :

The majority of glyphosate is produced at Laverton; however both plants also have
shared production areas where other formulated products h
are manufactured.

Costs are dlrecﬂy asslgned to glyphosate where identified, for example depreciation of
the plant and eqmpment sulely attributable to glyphosate. Shared costs in shared
formulation areas are allocated based on volumes of products produced or an
allocation based on ‘staff expenses identified with the products. Nufarm also looked at
historical data for volumes and overhead costs over the last 4 to 5 years to identify
overhead cost.:drivers and recovery rates. Nufarm provided detailed costing
workboaks to show formulation overhead calculations and allocations. We verified
these expenses and product volumes (used for allocations) for 2010-11 and were able
to link to'Nufarm's P&L accounts.

We selected depreciation to verify to the calculations in the worksheet. Nufarm
provided an asset listing relating to glyphosate, the year to date depreciation expense
match the plant and equipment depreciation expense directly attributable to
glyphosate in the worksheet.

Documents relating to formulation overheads are at Confidential Attachment
CTMOS.
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7.3.3 Packing costs

Nufarm explained that packing costs had been calculated on the weighted average
packing costs for 20 L and 1000 L packs. Nufarm further explained that these packing
costs had been used as the goods exported from China were only in the 20 litre and
1000 litre packs and this is what Nufarm had to compete against.

We considered the use of packing costs for the 20 L and 1000 L containers a
reasonable method to apply to the CTMS. The two products account for the maijority
of volume sold and the costs have been relatively stable over the injury period.

Packing costs were recalculated to take into account application of weighted average
costs per L; these changes resulted in lower packing costs in the appendices.
Documents and calculations for the packing costs are at Conﬂdenthl Attachment
CTMO6.

7.4 Selling, General & Administrative expenses

Nufarm advised that global costs relating to Nufarm's global business had been
separated from Nufarm’s Australian business; global costs have.their own cost centres
in the ERP system. Nufarm provided details reiatmg ta global expenses, these
documents are at Confidential Attachment CTS01.

Selling, general and administration (SG&A) overheads were allocated using the
proportion of glyphosate sales volume to the éompany’s total sales volumes of all
products. Foreign exchange (forex) gains and losses and interest charges have also
been applied on a sales volume baSIS

Interest charges were recalcuiated to take into account inter-company loans, these
changes resulted in a lower interest charge per litre. Documents relating to SG&A,
interest and forex charges are at Conﬂdential Attachment CTS02.

7.5 Other cost |ssues

Large sales re:umg
Nufarm advised" thaﬁn the period June 2009 to January 2010, unusually large volume

of formulated g{yphgsatg product was returned by customers. The product (valued at
M). was returned due to significant global price decreases due to over supply
and .reduced demand (due to dry conditions). This resulted in the inability for
dlstributats to-on sell stock at higher prices. Nufarm advised that the returned stock
was: ac&epted by Nufarm as part of its pricing support policy. Nufarm's 2010 Annual

Report states that AUD M related to losses and costs for pricing support in
respect of glyphosate (with AUD S|l M recorded as a half yearly result). These
returns are reflected in the A6 data.

1
S
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). [Confidential Contractual Arrangements].

[Confidential Contractual
Arrangements] [ Confidential 'Attachment CTMO7 refers).

[Confidential Contractual Arrangements].

7.6 Vaerification of CTMS to accounfs

Nufarm provided a detailed reconciliation of the P&L accounts for Nufarm and Crop
Care to the published Annual Reports for Nufarm; this reconciliation also identified and
separated global costs associated with the Nufarm businesses. Details were also
provided reconciling individual accounts, including raw materials, purchase price
variances, SG&A expenses and formulation overheads to the P&L accounts. Nufarm
also provided a detailed CTMS reconciliation workbook with all cost components,
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volumes and cost allocations for products sold domestically and exported from

2007-08 to 2011-12 (quarter 2). We were able to match data contained in this
workbook to relevant general ledger and management accounts.

These reconciliations are at Confidential Attachment CTMS04.

7.7 Conclusion
We have verified the cost data provided in Appendix A6.

The revised appendices that take into account the changes in packing costs and
interest charges are at Confidential Appendix01.

We are satisfied the revised data is complete, accurate and reliable and only includes
costs in respect of domestic sales of like goods.
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8 INJURY

8.1 Applicant’s injury claims

The application claims that formulated glyphosate has been exported to Australia from
China at prices lower than its normal value and that this dumping has caused material
injury to the Australian industry producing formulated glyphosate. The application
identified the injurious effects as:

loss of sales volume;

loss of market share;

reductions in prices and impacts on profit and profitability;

reduced revenues;

reduced capacity utilisation;

increased inventory levels;

inadequate returns on investment;

reductions in capital expenditure;

inability to attract capital to reinvest; and

reduced employee numbers and subsequent reductions in wages bill.

The application claims that material injury to the Australian industry caused by
dumping commenced after imports of formulated glyphosate exported to Australia
from China increased by almost 400% in 2010—11 :

8.2 Injury analysis period and approach
Period

Customs and Border Protection is' examlnlng the Australian market and the economic
condition of the industry from 1 January 2008 for the purposes of injury analysis.

As previously mentioned; Nufarms ﬁnanmal year is from 1 August to 31 July, as
tabulated below:

ufarm’s quarters
September Quarter 1
" Qctober
November
December Quarter 2
January |
February
March Quarter 3
April
May
June Quarter 4
July

Nufarm’s quarterly financial data contained in Confidential Appendix A6 was presented
in accordance with Nufarm's financial year. Therefore, as monthly data could not be |
extrapolated for the purposes of analysing and assessing injury data, the period |
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February to January was utilised as the closest equivalent period to a calendar year.
This approach was considered reasonable for the purposes of assessing trends over
time.

Products

For the consideration of the application, the economic condition of the applicants was
assessed excluding the applicants toll manufactured products. This approach was
adopted as the sales volume for other Australian manufacturers, which were used to
calculate the total Australian industry’s sales volume, included Nufarm’s and Accensi’s
sales of “tolt” manufactured product. Therefore to avoid double counting sales volumes
of the toll manufactured products, the applicants consolidated sales and cost data did
not include toll manufactured products. For the purpose of assessing reasonable
grounds of injury caused by dumping the exclusion of toll manufactured products from
the analysis was acceptable, however, it was noted that the application claimed that
injury “is particularly evidenced in formulated glyphosate producﬂon that is toll
manufactured..."\7.

For the purposes of this report to provide a comprehehsive analysis of Nufarm’'s

following section includes analysis for:

o “Nufarm’s own”formulated glyphosate products these are Nufarm'’s registered
products and where Nufarm sources glyphosate technical;
“‘Nufarm’s third pa

third party Salesc ‘

Nufarm's sales of ‘imported formulated glyphosate 690 g/L (whlch represented
apprommately l% of total formulated glyphosate sales in 2011) have not been
mcluded in the analysis in this section.

As Nsufarm manufacture and sell a range of formulated glyphosate products, for the
purposes of injury assessment, the graphs shown in the section below highlight total
formulated glyphosate sales and sales of specific formuiated glyphosate products (i.e.
450 g/L, 540 g/L and 570 g/L), which when combined represented over 90% of the
total sales volumes (during 2008 to 2011). Data for differing product families has been
amalgamated for the specific formulated glyphosate products. All data is presented on
actual volumes not RELs.

17 lication, page 29.
[detalls regarding products].
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Factors im ing on in nalysi

We note that the following factors have effects on Nufarm's financial data which may
impact analysis of injury factors:

¢ large returns of sales product {which was written off);
. I (o bz dob)
| ]

introduction of new (higher premium) product formulations to replace existing
product formulations; and
e cessation of third party (toll manufactured) sales during certain period.

We note that the first two factors (discussed previously) impact on Nufarm’s financial
data prior to the investigation period. We also note that for the purposes of this report
we are considering trends over time. N

8.3 Volume trends (excluding market share)'
Total sales — all formul. fyph /i
The following chart illustrates Nufarm's annual salés volum

“Htype of sales] during the period
2008 to 2011. R

Chart 1: Total sales (Nufarm's owrl and third party).— 2008 to 2011

m Nufarm's own sales & Third party sales m Total ’

2008 2009 2010 2011

This;.gna*ﬁ’t shovtié that Nufarm’s total glyphosate sales volume
increased from 2008 to 2010 and decreased from 2010 to 2011.

Nufarm explained that the formulated glyphosate market experienced an expansion
between 2008 and 2011, which was partially reflective of the end of drought periods in
Australia.

19 A conclusion on market share will be made following analysis of data gathered at visits to the other Australlan Industry
applicants and the importers of the goods.
20 \ote for the purposes of this report, production sales and unit price and costs data is shown by L. .
21

[detalls regarding products].
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[details regarding Nufarm’s third party sales].

Nufarm’s own sales

The following chart illustrates Nufarm’s annual sales volumes for Nufarm’s own sales
of formulated glyphosate (all) products and for formulated glyphosate 450 g/L, 470 g/L
and 540 g/L for 2008 to 2011.

Chart 2: Nufarm's own sales ~ 2008 to 2011

H 450 m470 m 540 = Total

2008 2009 2010 2011

The chart shows that:

e the total sales volume for Nufarm’s own formulated glyphosate products
increased from 2008 to 2010 and decreased from 2010 to 2011;

formulated glyphosate 450 g/L decreased continually from 2009 to 2011;
formulated glypnosate 470 g/L increased continually from 2009 to 2011; and
formulated: g&phmate 640 g/L increased from 2008 to 2010 and decreased
from 201;8 04

ch V""s illustrates Nufarm’s annual total sales volumes for Nufarm’s third
formulated
osate products?? during 2008 to 2011.

22 This Includes formulated glyphosate _ Specific product names are listed in section 4.4.2. Ncte, for any third
party sales with very minor volume, cost data has been Incorporated into the most appropriate product famlly (resulting in slight
varlation in product list to the Confidential Appendix A.6).
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Chart 3: Nufarm's third party sales — 2008 to 2011

3rd party [type A) W 3rd party (type B} u Total

2008 2009 2010 2011

The chart shows that Nufarm’s third party formulated glyphsosate total sales increased
substantially from 2008 to 2010 and decreased significantly ftom 2010 to 2011. There
has been a significant reduction in sales Nufarm’s thi

2010 to 2011 and for Nufarm’s third party from 2009 to 2010
which no sales in 2010). However, sales volume forNufarm’s third party
_) increased in 2011 (which related to sales to one customer).

8.4 Revenue effects

The application claims that the appllcants have Iost sales volume which has also
resulted in reduced revenues. .- .

Total revenue — all formulateg
The following charts illustrate:h
Nufarm’s third party

s revenue (net rebates) for Nufarm’'s own and

uctg(at all strengths) during 2008 to 2011.

Chart 4 Nl.gfarms ovm{otafws revenue by Chart 5: Nufarm’s third party sales revenue total and by
ct — 200810 2011 type of third party sale — 2008 to 2011

B 3rd party (type A) W 3rdparty (type B) M Total
nas0 [ Y] B 540 | Tatal

2008 2009 2010 2011 2008 2009 2010 2011

The charts show that for;
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e Nufarm’s own sales revenue for all formutated glyphosate products decreased
from 2008 to 2009, increased from 2009 to 2010 and decreased from 2010 to
2011 (resulting in sales revenue at the lowest level since 2008),

o Nufarm’s own sales revenue there was a constant downward trend from 2008
for formulated glyphosate 450 g/L,;

o Nufarm’s third party sales revenue
for formulated glyphosate products increased significantly from 2008 to 2010
and decreased significantly from 2010 to 2011 (reflecting reduced or no sales
volume).

o Of total Nufarm third party sales the most substantial variation in sales revenue
occurred for [N </cs, =5 sslos revenuo

significantly decreased (reflecting decreased sales volume) from 2010 to 2011.

8.5 Price effects

Price depression occurs when a company, for some reason,: lowers its pnces Price
suppression occurs when price increases for the applicant's product ‘which otherwise
would have occurred, have been prevented. An mdncator of pnce st.ippressmn may be
the margin between revenues and costs. y

The following charts illustrate Nufarm'’s welghted average nnual unit revenue and
CTMS for Nufarm’s own, Nufarm’s third party

" products (at all strengths) during
2008 to 2011. s

Nufarm’s own sales

Chart 6: Nufarm’s own sales unif révenus and CTMS for all products — 2008 to 2011

MR |nit Revenue e Unit CTMS

2008 2010 2011

The chaﬁ shows that:

e since 2008, there has been a downward trend for unit revenue for total
Nufarm’s own formulated glyphosate products {which indicates price
depression);

» there has been a downward trend from 2008 to 2010 for unit CTMS for total
Nufarm’s own formulated glyphosate products, with unit CTMS increasing from
2010 to 2011;
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¢ the relationship between unit prices and CTMS for Nufarm's own formulated
- glyphosate products has varied, as unit CTMS was greater than unit revenue
from 2008 to late 2009 but increased above unit revenue in 2011. As unit
CTMS increased in 2010 while unit revenue continued to decrease (this
indicates price suppression).

Nufarm’s third party sales

Chart 7: Nufarm’s third party (type A) Chart 8: Nufarm's third party (type B)
unit sales revenue and CTMS — 2008 to 2011 unit sales revenue and CTMS — 2008 to 2011
W Revenue - 3rd party (type A) B CTM&5 - 3rd party (type A) M Revariue -3rd party (type B} —&- CTMAS - 3rd party (type B)

//\\//. /)\\

; - /\

/ — ‘ \\
—— — - Tk

2008 2009 2010 2011 2008 2009 2010 011

We note that as Nufarm’'s third party"fg{mula{ed glyphosate sales ceased during
certain periods that this impacts on the trends lines shown in the graph above.

The chart shows that:

aen a downward trend in unit revenue for Nufarm’s third

Osate products (which indicates price depression);
x downward trend in unit CTMS from 2009 to 2010 Nufarm’s

has varied. For

Nufarm’s third part

There were no sales of these products in 2010 and in 2011 the unit
CTMS for these products increased while unit revenue decreased from 2009
levels (indicating price suppression, but to a lesser extent).

Pricing and CTMS analysis has also been competed by product strength for all
products supplied by Nufarm and is at Confidential Attachment INJURY01.
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8.6 Profit and profitability effects??

The following charts illustrate Nufarm's weighted average annual unit profit and

rofitability for Nufarm’s own, Nufarm’s third party (h) h
h} formulated glyphosate products {at all strengths)
during 2008 to 2011.

Nufarm’s own sales

Chart 9: Nufarm’s profit for Nufarm’s own Chart 10: Nufarm's profitability for Nufarm’'s own
total products — 2008 to 2011 fotal products and by product type — 2008 to 2011
g Tt f\
\\ // \\
\\ //
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The charts show that profits for Nufarm’s own formulated glyphosate saies decreased
significantly from 2008 to 2009, increased from: 2009 to 2010 and decreased from
2010 to 2011. The charts also show that the profitability of Nufarm’s own formulated
glyphosate sales, followed similar trends
compared to profits, which decreased from 2010 to 2011 but to levels higher than
2009 (which reflects the period in which Nufarm made significant sales retums due to
highly overvalued inventory). Since 2010, there has been a significant decline in profit
and profitability of Nufarm's éwn formulated glyphosate sales.

Chart 11: Nufarm'aproﬂtaforNufarm‘s third party Chart 12 Nufarm's profitability for Nufarm’s third party
produgts = 2008 to 2011 products — 2008 to 2011
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The charts show profits for Nufarm’s third party sales have been negative from 2008 to
2011, although have improved since 2009. Profitability for Nufarm’s third party total
sales and Nufarm’s third party || ]} folowed similar trends (which was
also negative during this period). For these products profitability decreased from 2008
to 2009, although substantially increased from 2009 to 2010 and decreased from 2010
to 2011. Since 2010 there has been an improvement in profits in Nufarm’s third party
fotal sales and a significant decline in profit and profitability for all Nufarm third party
sales ﬂ although to levels higher when
compared to 2008, but as discussed this period reflects significant sales returns and -
highly overvalued inventory levels.

8.7 Summary of major injury indicators

Based on the preliminary analysis detailed above, it appears that Nufarm has
experienced injury in the form of:

All products - Nufarm’s own sales and Nufarm's thir ‘ : lyphosate
¢ lost sales volume from 2010 to 2011;
¢ reduced revenues from 2010 to 2011;
e reduced profitability from 2010 to 2011;

Nufarm’s own formul lyphosate prod

lost sales volume from 2010 to 2011;.

price depression, since 2008;

reduced revenues from 2008 to 2010

price suppression;

reduced profits and profitablllty from 2010 to 2011;

Nufarm’s third party glvphosate prodycts (only)
lost sales volume from 2010 to 2011;
price suppression;

reduced revenue from 2008 to 2011; and
reduced profitability from 2010 to 2011.

8.8 Other injury factors

Asgets =~
The *a,gpﬁcation makes no injury claims in respect of assets.

Capital investment
Nufarm advised that it has made some investment for formulated glyphosate
production. Since 2008, it has invested | to upgrade glyphosate production
facilities (including installation of new production equipment and technologies,
upgrading warehousing facilities and packaging equipment). As evident in Nufarm’s
revised Confidential Appendix A.7, capital investment in respect of formulated
lyphosate production has been fairly constant since 2008 (representing between B
% of total capital investment for all production).
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R rch and development (R&D

Nufarm advised that it has undertaken considerable investment in R&D related to
production of formulated glyphosate, including through the development of new
technologies and product formations. Nufarm has R&D teams and managers
positioned in their regional service centres. As mentioned at section 4.4.2, particular
formulated glyphosate products are the first products to be available in the new

QuikPour 15 L packaging. R&D expenses for formulated glyphosate as shown in the
revised Confidential Appendix A7 increased in 2010-2011 h
Return on investment (RO1

Nufarm advised that its ROl in relation to formulated glyphosate has decreased in

2011. To support this claim Nufarm provided financial information regarding its ROl in
Confidentiat Appendix A.7.

i
In Confidential Appendix A7 of the application, Nufarm provided production capacity
figures for all plants and plants specifically used toc manufacture formulated glyphosate
for the period 2007-08 to 2010-11. Following the visits Nufarm provided a
spreadsheet detailing plant production capacity calculations and a revised Confidential
Appendix A7 to cover the calendar year 2011 (Conﬂdential Attachment INJURY01
refers).

Nufarm’'s maximum practical and physmal productlon capacity for formulated
glyphosate is tabulated below:

Laverton
Kwinana
Total capacity

Nufarm explamed that practical production capacity was calculated assuming existing
resource constraints (wiﬂ'l the plant operating at 24 hours for five days with current
labour). ‘Maximum physical capacity was calculated assuming the plants are operating
at 24 hours on seven days per week, with additional labour.

Nufarm -also calculated production capacity utilisation rates based on practical
produet;on capacity figures, as tabulated below:

2007-2008
2008-2009
2009-2010
2010-2011
Quarter 1 2011-2012 (Aug - Oct)
Quarter 2 2011-2012 (Nov - Jan)

Nufarm advised that its three designated glyphosate manufacturing vessels are
currently operating at below maximum capacity and less than practical capacity, which
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is supported by Nufarm’s data. They attribute this to the rapid rise in Chinese exports
to Australia in 2010-11. This reduced capacity predominately reflects declined
volumes of formulated glyphosate produced.

Employment

In Confidential Appendix A7 of the application, Nufarm provided details of its
employment numbers (shown as an average number of staff per week) for like goods
for its Laverton and Kwinana production facilities for the period 2008-07 to 2010-11.
Subsequent to the visit Nufarm provided a revised Confidential Appendix A7 which
included data for the first two quarters of 2011-12 (Confidential Attachment
INJURYO02 refers). The revised Confidential Appendix A7 highlights that during the
injury analysis period the average of staff attributed to formulated glyphosate declined
from ﬂ We noted that over this period the average number of employees
fluctuated, with a significant increase from 2008-09 to 2009-10 and decreased from
2009-10 to quarter 2 in 2011-12. In 2010-11 of total employees those directly
attributed to formulated glyphosate was o6 which has decreased from e in

2010-11 (although is higher than [l in 2009-10).

Nufarm’'s Confidential Appendix A7 shows a significant redyction in average FTE
assigned to production of like goods. Nufarm advised that that the hours (shifts)
worked by employees has also reduced for both plants in 2010-2011. We note that the
FTE levels (and number of hours worked) attnbuted to-non like goods production
increased in 2010-11. .

Productivity ' o
The application makes no injury claims in. respect of productlwty

Stocks |

Data in respect of this indicator in Nufarm’s revised Confidential Appendix A7 shows
an increase in inventory stocks from 2009-10 to quarter 2 in 2011-12. These increases
were significant with §tock levels increasing by approximately .

h flow m
The applscatlorf makes no'injury claims in respect of cash flow measures. Data in
respect of thia;ndicator is shown in Nufarm's revised Confidential Appendix A7.

Wages

Data in respect of this indicator is shown in Nufarm’'s revised Confidential Appendix
A7. This dat4 shows that the total wages bill associated with FTE for like goods
redueed from 2009-2010 to 2010-2011. The average wage bill associated with FTE for
like goods increased during the same period reflecting reduced FTE numbers.
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9 CAUSATION

We discussed with Nufarm whether the alleged dumping of imported formulated
glyphosate can be demonstrated to be causing material injury to the Australian
industry (including Nufarm). The following section examines the evidence provided to
substantiate this claim, noting the information provided relates to Nufarm only, which
may or may not be indicative of the Australian industry.

9.1 Volume and price effects

Nufarm claim that they have lost significant sales volumes for Nufarm’'s own and
Nufarm’s third party formulated glyphosate products. In particular Nufarm claim that for
Nufarm’s third party sales they have reduced sales volumes significantly as they have
not been able to reduce prices required to be able to match low prices of Chinese
imports.

Nufarm also claim that their selling prices have been undercut by prices of the
imported Chinese formulated glyphosate supplied to the Australian market. The
application claims that a comparison of selling prices (at the distributor level of trade)
for imported formulated giyphosate to the Australian industry's selling prices shows
significant levels of price undercutting {ranging between ﬂ% and %). Nufarm
also claim that, in certain circumstances, they have reduced prices, particularly for
Nufarm’s own products to compete with the dumped imports. However, they have not
been able to match all offers for imported Chinese formulated glyphosate if the price
would be below Nufarm’s fully absorbed CTMS. Supplying product below the CTMS
would have a significant negative impact on profit and profitability.

In assessing these claims in.;ﬁébN 183, Customs and Border Protection notes that
based on the information provided there appears to be some level of price
undercutting for certain formulated glyphosate products

At the visit Nufarm advised that the Australian formulated glyphosate market is highly
competitive, predominantly due to very low barriers to entry and evidenced by the
large number of suppliers. To support claims of head to head competition, including
price undercutting:and to support claims in respect of price and volume effects Nufarm
provided the following; -

o. ‘Evidence no.1 - diary exiracts from notations recorded by Nufarm
.. representatives in respect of meetings and price / cost negotiations with key
. -6ustomers (Confidential Attachment CAUSATIONO1 refers);
¢ Evidence no.2 - market intelligence report titled “450 Glyphosate Pricing
Intelligence” (Confidential Attachment CAUSATIONO2 refers); and
+ Evidence no.3 - sales rebate data and PowerPoint graphs (Confidential
Attachment CAUSATIONO3 refers).
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9.1.1 Evidence no.1 — diary extracts

mer A — volume effect — to show in ing volum hin
imports)

19 October 2010
« Nufarm’s notations highlight that based on market intelligence approximately
2 to 3 M L of formulated glyphosate has been exported from China and entered
the Australian market.

r volume and price effi

7 October 2010
e Nufarm’s notations describe formulated glyphosate sales to in 2010
(including volume, packaging, delivery time, rebate, costs and price). The diary
ighlights the proposed new costing model.to ¢ ly formulated

The new costing model was requested by seeking
supply at new price due to competitive pressures in the market (at the retail
level).

26 Qctober 2010 '

-Nufarms notations highlight costs for formulat.ed glyphosate imported from
China, based on assumptions for delivety cost and payment terms. Price of
formulated glyphosate in 1000 L IBCs exported by Good Harvest Weien
Agrochemcial Co., Ltd (Good Harvest) being supplied at

‘ ) 'price with Nufarm’s toll price based on
cost assumptions for raw materials (MIPA, surfactants and packing), noting
Chinese imports were 15-20% cheaper.

2 February 2011
¢ Nufarm's notatlons state _ agreement is not profitable and
Nufarm will need’ to exit the supply agreement. Noting that Nufarm will honour
existing purahase orders but that no further purchase orders should be taken.
Noted that. |mported formulated glyphosate from China was 15-20% cheaper

~than Nufarmy's third party 450 g/L formulate glyphosate.
+ Nororm (R .. 2cin competiion

S in the market place from imported formulated glyphosate from China.

3 February 2011
o Nufarm’s notations state that the formulated glyphosate market is facing
increasing pricing pressures from imported formulated glyphosate from China.

Noted in particular, that competition was very intense for formulated glyphosate
450 g/L, the price of Nufarm’'s product was compared to the
price of product from China at (delivered in June 2011).

24 Nufarm noted that while some of the evidence relates to late 2010 it was relevant for goods supplied in 2011.
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Chinese pricing based on commercial invoice provided to distributors || N

h Chinese landed price of imported formulated

lyphosate 450 g/L (in 1000 L) was *
-“ and costs of the goods in China were

Nufarm noted it would not be able to match these prices and would need to exit
their supply agreement with

28 February 2011

-Nufarm's notations highlight that Chinese formulated glyphosate 450 g/l
manufactured by Good Harvest and Shandong Weifang Rainbow Chemical
Co.,Ltd (Rainbow) was very cost competitive and below

Noted that as Nufarm cannot offer equivalent prices compared to the |mported
Chinese goods that they would not be able to su roduct to

5 May 2011

o Nufarm’'s notations highlight -—suppty forecasts from May 2011 to
December 2011 as nil.

» Noted that formulated glyphosate (in 1000 L was being su

exporters (i.e. Good Harvest) at .
Iirl s for formulated

» Notation details previous and proposed decreased costs
glyphosate 450 g/L supplied in 20 L; 110 L and 1000 L to

* Noted that it would be difficult for Nufarm to maintain business and margin

compared to prices of the importer product from China.

lied by Chinese

rice eff

mner

4 November 2011 :
INufarm's notetion from a meeting held with [l representatives and

includes: recorded guotes of imported formulated glyphosate from China (and
suppied locaty by SN

) which were cheaper than Nufarm's product (it is
not clear. whether this was

‘Noted that It was more cost competitive and hence attractive to source product
: ;‘ fr@m China.

9.1.2 Evldence no.2 - formulated glyphosate 450 g/L. pricing market intelligence

As evidence of pricing competition and price undercutting by cheaper imported‘
formulated glyphosate from China, Nufarm provided a market inteiligence report titled
“450 Glyphosate Pricing Intelligence” (Report).

This report, prepared by Nufarm, contains monthly summaries of market intelligence
regarding sales volume (including packaging size), market participants (predominantly
distributors and traders) and prices / quotes (including delivery and payment term) at
the distribution and retail levels for formulated glyphosate supplied to the Australian
market (including the imported Chinese product). This report also details prices of
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giyphosate technical purchased from Chinese supplier and used by Australian
companies to toll manufacture formulated glyphosate.

The report includes monthly notations regarding increasing volume of formulated
glyphosate (in particular from China), which has resulted in increased pricing
pressures in the Australian market. The report indicates that the Chinese product is
being traded at approximately 20% below other supply sources to the formulated
glyphosate 450 g/L market. Nufarm noted in January 2011, that the pricing points for
the formulated glyphosate sourced from China were well below Nufarm's acceptable
margin levels. Nufarm noted that in February, March and April 2011, increased supply
from Chinese exporters as a result of excess capacity and difficulty to supply products
to other global export markets.

The report also notes other factors impacting the formulated glyphosate market. It
notes that in April 2011 product demand stagnated as many distributors were holding
stock from the summer period. The end users also started to demand winter pre plant
products (including Roundup PowerMax). The report notes that prices in the Australian
formulated glyphosate market were at historically low levels in July and August 2011,
partially due to suppressed glyphosate technical price. In September 2011, it was
noted that some of the pricing improvement was a result of the appreciation of the
Australian dollar. The September 2011 notes indicate that .a Chinese exporter was
offering to supply formulated glyphosate with a Chinese sourced (as opposed to
imported) surfactant at a lower cost.

ms and Border Pr ion’s prelim yjews

Nufarm claims that lost sales volume oan be ‘directly attributed to the significant
increase (the application claims by 400%) in dumped imports of formulated glyphosate
from China in 2010-11. At this stage, based on the evidence provided, it appears that
Nufarm lost sales volume, in particular to their third party customers ), as a
result of more competitively priced Chinese imported formulated glyphosate (450 g/L).
Further investigation is required from Nufarm’s other lost sales customers regarding
whether or not the lost sales volumes was due to allegedly dumped Chinese imports.
Views and evidence from these customers will be sought regarding sourcing supply
from Chlnese |mports or Australian manufacturers (including toll manufacture).

Customs.and Border"'Ffrotection notes that the market pricing report evidences that the
Australian formulated glyphosate market is highly competitive, which may also be
attributed to competitive pressures from goods not sourced from China (and due to
excess supply and supply options (i.e. whether to import product or toll manufacture)).
However it is clear that the documentary evidence supports Nufarm’s claim that price
undercutting of the Chinese imports occurred in 2011 for both Nufarm’s own and
Nufarm’s third party products. As a result of the price undercutting Nufarm either
offered to reduce prices (predominately for Nufarm’s own sales) or where they could
not accommodate reduced prices (especially if the price would be below Nufarm's
CTMS, including margin) they lost sales volume (especially for Nufarm’s third party
sales). The evidence also shows pricing pressures and impacts on Nufarm's
customers at the distribution level who compete directly with importers of the Chinese
goods (at the retail level).
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9.1.3 Evidence no.3 - rebates

At the verification visit Nufarm stated that in response to increasing pricing pressure
from Chinese imports in the formulated glyphosate market that customer rebates have
increased (which is a pricing strategy utilised by Nufarm instead of reducing invoiced
prices). To substantiate this claim Nufarm provided domestic and third party sales data
for formulated glyphosate for the period 2007-08 to 2009-10 (shown by quarter). This
data highlights sales volume, total and unit sales net value (AUD), total and unit rebate
(AUD) and percentages for rebates as a proportion of net sales value.

ms and Border Pr ion's prelimin views

We note that rebates as a percentage of net sales value for formulated glyphosate
have increased since 2007-08. We note that in quarters 2 and 3 in 2010-11 rebates
per L were higher than all other periods except quarters 1 and 2 in 2008-09. We note
that rebates expressed as a proportion of net sales value have been at higher levels
since quarter 1 in 2008-10 (when rebates the proportion peaked at-%. which relates
to large returns in the six months to January 2010). However we note that since
quar_tﬁr two 2009-10, rebates as a proportion of net sales vaiue has only varies by less
than§%.

It is clear that as sales value and volume have decreased rebates expressed as a
proportion of these factors have increased. There is a trend to increasing rebates,
however this trend commenced prior to the mportation of alleged dumped imports
from China (which the applicants claim commenced in 2010-11). As the rebate data
presented does not cover the period July to ‘December 2011 (which is part of the
investigation period), a conclusnon in relation to a causation effect cannot be made, at
this stage. ;

9.2 Capacity utilisation

As the volume of goods manufactured by the Australian industry has declined (i.e.
lower ptant through?ut) the Australian producer’s costs to manufacture are higher than
they otherwise would be. The application further claims that lower production volumes
due to an increase. In mport 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.

As detaﬂed at sec'tlon 4.8, Nufarm provided capacity utilisation figures for both plants
for 2008 to quarter 2 in 2011-12. It is evident that during this period capacity utilisation
in respect of formulated glyphosate has reduced, which directly correlates to lost sales
volume. -

9.3 Other comments

Nufarm claims that should the increased trend in Chinese exports be permitted to
continue in 2011-12, then further reductions in local supply, reduced employment
numbers, limited capital investment, and a diminution of industry profits and profitability
will result.

The application states that the recent increase in Chinese imports of formulated
glyphosate can be partially attributed to the removal of the 9% export rebate on
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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.
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10 UNSUPPRESSED SELLING PRICE

USP and non-injurious price issues are examined at an early stage of an investigation
and, where possible and appropriate, pretiminary examinations are made during the
application consideration period for the purpose of assessing injury and causal link
and therefore the appearance of reasonable grounds for the publication of a dumping
duty notice.

Customs and Border Protection generally derives the non-injurious price by first
establishing a price at which the applicant might reasonably sell its product in a market
unaffected by dumping. This price is referred to as the unsuppressed selling price.

Customs and Border Protection’s preferred approach to establishing unsuppressed
selling prices observes the following hierarchy:

» industry selling prices at a time unaffected by dumping;
¢ constructed industry prices — industry CTMS plus profit; or
¢ selling prices of un-dumped imports.

Having calculated the unsuppressed selling price, Customs and Border Protection
then calculates a non-injurious price by deductlng the costs incurred in getting the
goods from the export free on board point (or another pomt if appropriate) to the

insurance, into-store costs and amounts for irnporter QXpenses and profit.

Nufarm has indicated that it will provfd_e a submlssmn to Customs and Border
Protection in respect of a proposed USP.
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11 ATTACHMENTS

Confidential Attachment No#

Attachment title

Confidential Attachment GENO1

Verification visit agenda

Confidential Attachment GENQ2

Nufarm’s introductory Power Point presentations

Confidential Attachment GENO03

Nufarm’s corporate structure

Confidential Attachment COMO1

KPMG audit reconciliation package (verifying
data provided to Customs and Border
Protection)

Confidential Attachment COMO02

Nufarm’s production process diagram

Confidential Attachment COM03

Nufarm's reconciliation 4package to BPA and
audited global accounts -

Confidential Attachment SALES01

Revised domestic sale transaction listing

Confidential Attachment SALES02

Source adata for Nufarm's sales (multiple
workbooks)- '

Confidential Attachment SALES(3

Sales order transaction listing

Confidential Attachment SALES04

R ﬁist-of.freight forwarders

Confidential Attachment SALES05 =+

TSource documentation for freight

Confidential Attachment SALES06

Screen views of E.1 general ledger account trial
balance reports for sales, discounts and rebates
(and others)

Confidential Attachment SALES07

Product summaries from source data

Confidential Attaghrent SALES08

Updated Confidential Appendix A4

Confidential Attachment SALES09

E.1 screen views, E-dash and crystal reports for
verification of sales '

Confidential Attachment SALES10

Application appendices reconciliation excel
workbook

Confidential Attachment SALES11

Nufarm's _ reconciliation

Confidential Attachment SALES12

Sales source documentation

Confidential Attachment SALES13

Nufarm'’s rebate calculations

Confidential Attachment SALES14

E-Dash rebate reports (and screen views)

Confidential Attachment SALES15

Rebate agreements
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Confidential Attachment No#

“Attachment title

Confidential Attachment SALES16

E.1 screen views for rebate verification

. Confidential Attachment CTMS01

Excel spreadsheets for formulated products
selected for verification

Confidential Attachment CTMS02

Nufarm’s Confidential Appendix A6

Confidential Attachment CTMS03

Cost reconciliation workbooks

Confidential Attachment CTMO01

Cost workbooks and bills of materials

Confidential Attachment CTM02

Verification documentation for raw glyphosate
technical

Confidential Attachment CTMO03

Source documentation and 'supbor'ting invoices
for other raw materials (and PV and OV
workbooks / reperts)

Confidential Attachment CTM04

Stock revaluation fisting

Coanfidential Attachment CTMO05

Fomﬁ'ulati'c‘)'n qurhéad documentation

Coanfidential Attachment CTM06

_:_D‘bmn‘ié'nts_. and calculations for the packing |

Confidential Attachment CTMQ7

L ‘f.E."I"écreen view — glyphosate technical query
'| showing distribution fee

Confidential Attachment CTS01

Global expense documentation

Confidential Attachment CTS02

Documentation (and workbooks) for SG&A,
interest and forex charges

Confidential Appegggist‘(‘)f:( “

Revised and final Confidential Appendix A.6

Confidential Attaghment INJURYO

Revised Confidential Appendix A7

Confidential Attachmant INJURY02

Revised production capacity calculations

Confidential Atiachmant CAUSATIONO

Evidence no.1 - diary extracts from notations

Confidential Attachment CAUSATIONO2

Evidence no.2 - market intelligence report titled
“450 Glyphosate Pricing Intelligence”

Confidential Attachment CAUSATIONO3

Evidence no.3 - sales rebate data and
PowerPoint graphs
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