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2 BACKGROUND AND PURPOSE

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, Customs and Border Protection restarted the.20 day period
for considering the application. oy

On 6 February 2012, following consideration of the application, the A
Customs and Border Protection Service (Customs and Border _PW&ﬁ?ﬁWtiated an
investigation. Public notification of initiation of the invegfigatian Was made in The
Australian on 6 February 2012, Australian Customs Dumping Notice No. 2012/05
provides further details of this investigation and is ayalablé:at www.customs.gov.au.

Customs and Border Protection has previously canducteg two investigations into
formulated glyphosate from China. The mqﬁg‘regg'ﬁ%;_.' vestigation was in 2001-02,
following an application lodged by Mons Australia Limited (Trade Measures
Report No. 45 refers). 4Farmers Pty Lid (4Faemers y‘Wwas an interested party in this
previous investigation and was visited by Custoni&:@nd Border Protection officers.

There are no current anti-dumping countervailing measures on formulated
glyphosate exported to Austra]

fa from China:

22  Purpose of meetihg,

fan of tﬁ%invesﬁgation, a search of Customs and Border

Following the initia
‘ se

Protection’s imp:
glyphosate frof
period). Cug
Trust is_the pa
glyph e_}%were i

icated that the WPA Trust had imported formulated
g January 2011 to December 2011 (the investigation
order Protection was subsequently advised that the WPA
pany of 4Farmers and that the importations of formulated

sught their co-operation with the investigation and provided an importer
quesﬂ%aire to the company to complete. 4Farmers was also provided with a list of
its imports during the investigation period, extracted from Customs and Border
Protection’s import database, with selected consignments for further verification to
source documentation.

AFarmers completed the importer questionnaire, providing details regarding the
company, overseas supplier information, imports and importation and selling
expenses. A copy of Part A (company and supplier details) of 4Farmers
questionnaire response is at Confidential Attachment GENO1.

Formulated glyphosate 4Farmers visit report Page 3 of 27
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The purpose of this visit was to:

confirm that 4Farmers was an importer of formulated glyphosate and obtain
information to assist in establishing the identity of the exporter;

verify information on imports of formulated glyphosate to assist in the
determination of export prices from China;

establish whether the purchases were arms length transactions;

establish post exportation costs incurred in importing;

identify 4Farmers’ sales and customers and determine sales volume, selling
prices and costs;

recommend how export price may be determined under section 269TAB of the
Customs Act 19017, and

investigation.

During the visit, we identified that 4Farmers supplied formulatad g!yphosafe products
which were toll manufactured by Australian manufacture!% and manufactured at its
own agrichemical chemical production facilities. Therefora we also ‘sought 4Farmer's

views on the following:

e factors that affected commermal decusmns to sourse formulated glyphosate

23 Meeting

Company R
Address

70 McDowell Street, Welshpool, Western

armers

Austratia (WA)

Telephone no.

08 9366 3445

Fax no.

08 9356 3447

3 Aprll 201 2

Mr Neil Mortlmore “ General Manager

Mr Keith D'Costa, Scientific Affairs Manager
Other accounting and sales staff as required

Customs &nd Border Protection

Ms Joanne Reid, Director Operations 2
Ms Christie Sawczuk, Manager Operations 2
Ms Pamela Garabed, Supervisor Operations 1

1 Herein all references to legislation in this report refer to the Customs Act 1901, unless otherwise

specified.
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Prior to the meeting we forwarded an agenda to 4Farmers and advised that we
would require supporting documentation for the selected consignments that had
been previously identified. A copy of the visit agenda is at Confidential Attachment
GENO2.

At the meeting we provided a summary of the investigation process and timeframes
as follows:

investigation period is January 2011 to December 2011;

Customs and Border Protection will examine the Australian market from
January 2008 for the purpose of analysing the condition of the Australlan
industry;

a preliminary affirmative determination (PAD) may be made.no aarller than
10 April 2012 — which is the first working day after the Easter publlc holiday;
provisional measures may be imposed at the time of the" PAE of at any time
after the PAD has been made, but Customs and Berﬁer Prd@ectlon would not
make such a determination until it was satisfied t[ﬁat thera: ap’ﬁears to be, or
that it appears there will be, sufficient graunds fPr thé publication of a
dumping duty notice;

a statement of essential facts (SEF) will bes placed’; on the public record by
28 May 2012 or such later date as the Mm;gt“é&au_w ws - the SEF facts will set
out the material findings of fact on whi¢h Customs and Border Protection
intends to base its recommendations, to'the w%lster and will invite interested
parties to respond, within 20 days, ta the igsues raised (submissions received
in response to the SEF will be:gonsidered when compiling the report and
recommendations to the Minister); -

Customs and Bord@fsE Protectlon s report to the Minister |s due by

2.4

We advised 4 zﬂ%atﬁm would prepare a confidential report on the visit.
4Farmers would,| an &h opportunity to review the visit report for accuracy. A
non-confideritig V_ﬁs:oﬁof this visit report would be prepared in consultation with
4Farmers, T

A‘ ‘ s of ;ﬂé meeting, 4Farmers provided Customs and Border Protection with

Edition 1, 2012 of its ‘4Front newsletter that outlined its position in relation
to th ;glyphosate application and investigation. A copy of this newsletter is at
Non-Coffidential Attachment GENO1.

4Farmers was co-operative and had the required documentation available for the
meeting.

Formulated glyphosate 4Farmers visit report Page 5 of 27
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3 THE GOODS

3.1 The goods

neral ription

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-seloective herbicide, imported in varying strengths of the active glyphosate
acid ingredient (“glyphosate technical’). A non selective herbicide is one that
controls weeds in all situations’2. e Ty b

Formulated glyphosate products are used for the non-selective control:of weeds
and are absorbed by the leaves and green tissue- 6f “suseeptible plants.
Translocated throughout the plant, formulated glyphosaté based:herbicides inhibit
a specific enzyme, EPSP synthase, which plants need in order fo grow. Without
that enzyme, plants are unable to produce other proteins Bssential to growth, so
they yellow and die over the course of several da

r weel{gf.

Glyphosate formulations o

The application states that in the Australiartémarket the different formulations (of
glyphosate) are described accordin glyphosate technical per litre (g/L)
or kilogram, whereas on the global m & formulations are commonly described
by the percentage of glyphosate technical.contained in the formulations on a weight
for weight basis. The applicaffon contains the following indicative comparison of the
glyphosate formulations desc¥ibed byigrams per litre / kilogram or percentage basis
of glyphosate technical.

Kilogram (Kg)

This table is indicative only2.

The apptication specifies that:

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

3 application, page 8.

Formulated glyphosate 4Farmers visit report Page 6 of 27
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“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 bams

At the consideration stage of the investigation, Customs and Borﬂer Protection
considered that the goods covered by the application and qust&géﬁtm includes
formulated glyphosate in any form (i.e. not limited to Hquid- fcmps) and at any
concentration (whether described according to weight ef glyph@saté technical by
volume or percentage of glyphosate technical). A9
Excl f i investigation :

The application specifies that it is |mportam to d;stmgﬂ‘sh between formulated
glyphosate (i.e. the goods) and egphosate@ac@, whrcﬁ 1s the prlmary mgredlent in

ru

investigation do not include
3.2 Tariff classlﬂcatlm
Formulated glypho$

(statistical code,,,@ﬁ%o ;
of duty applw@ﬁ |

subheadiggs

4Faﬁ@rs advised that formulated glyphosate produced domestically are like goods
to the ?wnulated glyphosate imported from China, in terms of product end use and
functionality (i.e. as all formulated glyphosate is a herbicide designed to kill weeds /
plants).

4Farmers nbted that the Australian industry currently does not produce the dry
(granule) glyphosate product, although considers that they are like goods to the

4 Application, page 8.

Formulated giyphosate 4Farmers visit report - Page 7 of 27



Public record folic

LOf

PUBLIC RECORD

liquid products as they have the same end use (as the farmer can adjust the product
application rate).

Lower lity pr:

Active ingredient — glyphosate technical

4Farmers noted that all product formulations (and packing types) must be registered
with the Australian Pesticides and Veterinary Medicines Authority (APVMA).
Therefore, formulated glyphosate sold in Australia must meet regulatory
requirements for active ingredient strengths, although 4Farmers noted that there is a
5% tolerance (e.g. a 450 g/L product may be supplied at 427.5 g/L). 4Farmers
advised that intentionally reducing the active ingredient strength (Wlthln allowed
tolerances) reduces production costs and it is likely that there will. be no:discemable
difference |dent|f ed by the end user. 4Farmers advnsed they . do not engage in or
¥ insists: glyphosate
technical strengths of its products to be above toleranées. It also noted that
formulated glyphosate may be imported illegally with actwe |F@red|ent strengths
below acceptable tolerances, although this issue is. more relevant to the APVMA

than the Customs and Border Protection |nvest|gat1¢n

Inferior quallty - surfactants e A
4Farmers advised that there is also a dlﬁa:enc;e in thé quallty of the surfactants
contained in formulated glyphosate: pmﬁum ‘manufactured domestically and in
China. It noted that the Australian mdustry and. the significant Chinese exporters
sourced surfactant from an Australian. maﬁmg;turer (a Terwet 3780 tallow amine
surfactant with 120 g/L for a 450 formurated glyphosate). It noted that imports from
other Chinese manufacturers: xm%? contain“inferior quality surfactants or where the
ingredient level is less than ‘l209/L {as it is diluted). It noted production costs are
reduced if inferior quality: gaﬁg henge cheaper) surfactants are used. 4Farmers
advised that the impact of the inferiér surfactant may not be identifiable by the end
user under favourabm raym@*gondltlons Although it noted that if the end user (i.e.
farmer) was nofs mS -the effectiveness of the product, they would cease
sourcing froT the re ‘

A V |se§zthat there is a commercial (product) differentiation for glyphosate
oﬁ;@ulat@ns baged on active mgredlent strength It noted that formulated glyphosate

supplle&éto the broad acre market segment. It noted that the stock standard product
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 advised that market
demand for the 360 g/L formulated glyphosate was decreasing, as the overall market
is transitioning away from this product (which initially was considered the base
product). It noted that this transition was due to product branding and placement and
efficacies associated with products with higher active ingredients and larger
containers sizes.

Formulated glyphosate 4Farmers visit report Page 8 of 27
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4Farmers also advised that there is significant product differentiation by packaging
sizes (i.e. 1L, 110 L and 1000 L (or IBCs) containers?). It noted that the 360 g/L
product is predominantly supplied in smaller packing containers (in particular, 1 L
bottles and 20 L drums), however the 450 g/L. product and formulations with active
ingredient strengths greater than 450 g/L are supplied in packaging sizes 20 L and
above. It also noted that Nufarm does not hold a registration to supply formulated
glyphosate 450 g/L in certain smaller containers.

Others issues related fo like goods

At the visit we discussed the difference between the legislative provisions (and test)
relevant in determining whether the goods produced by the Australiap: Industry are
substantially manufactured in Australia for the purposes of a dumpmg and SQbsmy
investigation and for a TCO investigation. 4Farmers advised that, it did ‘not coastder

the production of formulated glyphosate with a potassmm salt base to be a
substantial process of manufacture. T

5 The terms “containers” and “sizes” are used interchangeably in this report.

Formulated glyphosate 4Farmers visit report Page 9 of 27
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4 COMPANY BACKGROUND

4.1 Company background

4Farmers is a privately owned proprietary company, limited by shares, registered in
Australia from 6 December 1994 under the ABN 55 067 443 485. 4Farmers is
currently wholly owned by two shareholders (Philip Garry Patterson and Wendy
Dianne Patterson). It was initially established as a partnership involving four farmers
to address WA farmers concerns over high cost agricultural chemicals.

4 Farmers accounting period is July to June. It operates a computens@ accountmg
system called Arrow Integrated Financial Software. o

Formulated glyphosate 4Farmers visit report Page 10 of 27
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4.2 Commercial operations

- operatiohs,
%Jahb!a&surance

4Farmers stated that it is invested in ensuring that it sources and supplies high
quality fermulated glyphosate. 4Farmers noted that a key factor in its commercial
decision to source product from particular exporters was dependant on their
reputation for producing a high quality product.

4Farmers stated that they had maintained sales volume because of this investment
as it has established a reputation for selling a quality product (which it noted was
important for farmers). 4Farmers also considered that its commercial decision to
supply formulated glyphosate 470 g/L, which it indicated provided better value to
farmers, has positively impacted its total sales volume.

Formulated giyphosate 4Farmers visit report Page 11 of 27
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44  Relationship with suppliers

4Farmers state

d that during the investigation period it imported formulated
alyphosate from [

4Farmers also noted —[relationship with

supplier].

4Farmers states that it has no commercial relationship other than buyer or seller with
I - - -/

At this stage Customs and Border Protection is satisfied that relatlonsﬁlps batween

4Farmers and its supplier were normal commercial relationshi (p““ glng fﬂrther
verificaion H g

4.5 Relationships with customers

4Farmers advised that it predominately supplies formuiated gfgphosate products
directly to their distributors {or agents) who on sell the product (which is consignment
stock) to farmers or it sells directly to farmers. Ig advised that the distributors are
4Farmers agents and recelve a commission for all mles of iormulated glyphosate to

made though these agents to access regloﬂgL &ased cllentele) 4Farmers advised
that a minor proportion of its sales af fdrmufﬁggﬁlyphosate are made dlrect to

agents) reflected normal commemtal
arms length transactions. i

relationships between 4Fa 3&5 ﬁl}ﬁ its customers were not normal commercial
relationships or wergnot armsdgngth.

Formuiated glyphosate 4Farmers visit report Page 12 of 27



Public record folio

L o%3

PUBLIC RECORD

5 IMPORTS

51 Introduction

Customs and Border Protection’s import database indicates that during the
investigation period 4Farmers (shown as the WPA Trust) imported 25 consignments

consistin
of:
.[imported goods description].

4Farmers import database . spF 56t is  at
Confidential Attachment IMPO1. |

4Farmers advised that the formulated glyphosate m;ported was in:20 L containers or
1000 L IBCs. The 1000 L imported product was e!ther suppﬁed to the customer in
1000 L IBCs or decanted and supplied in 110.L or 120 L containers. It noted it was
more cost effective and efficient to source aﬁﬂ supﬁiy product in larger containers.
4Farmers also advised that a very mmor voiume of the Chinese product is supplied
in 110 L containers. T

5.2 Rationale for importing

4Farmers advised that the qgcmlon to tmport formulated glyphosate was primarily
driven by price. 4Farmers de@nbed that the glyphosate market is very dynamic with
the price of glyphosate te ical ﬂu@Uatlng This impacts on 4Farmers decision to
toll manufacture, mgnufactui‘a on’ ‘site or import fully formulated glyphosate. On a

ers consid@r the price of technical glyphosate (which it imports)
ter gﬁurced locally) to be provided to Australian toll
8 yaieg to'the price of the imported formulated glyphosate product.
Where possibie it:will also consider product costs for manufacturing its own product
to meet gupplf Eeqmmments It also noted that the timeframe to import glyphosate

4Farmers outlined its process for ordering formulated glyphosate products sourced
from China. In September (on an annual basis), 4Farmers review sales of formulated
glyphosate products made during the previous two years in order to forecast orders
for the following twelve months. 4Farmers subsequently adjust forecasts to reflect
seasonal conditions. 4Farmers noted it provides incentives to customers that pre-
order glyphosate products; which assists with forecasting their supply requirements.

In order to source imported products 4Farmers solicits quotes from at least two
Chinese exporters. Purchasing decisions are based on price, payment terms, quality

* Formulated glyphosate 4Farmers visit report Page 13 of 27
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of product and reliability of supplier. Generally once quotes are received, 4Farmers
select a supplier and submit a purchase order (six to eight weeks before the order is
required or sometimes longer). Price is agreed at the time of the purchase order (in
Unites States dollars (US) and does not vary). Goods are supplied to order and the
exporter arranges for delivery of the goods to port, loading and shipping. 4Farmers
are invoiced at the time of (or just before) shipping and payment is made for the
goods based on the terms specified on the commercial invoice.

4Farmers advised that generally formulated glyphosate 470 g/L is shipped to
Fremantle and delivered to 4Farmers warehouse and formulated glyphosate 450 g/l
is shipped to Brisbane or Melbourne and delivered directly to 4Farmers distributors.
4Farmers engages a freight forwarding company to arrange lrnpartatlon af the
goods, payment of importation costs and delivery of goods. j

54 Verification

Prior to the visit we selected twelve shipments, representing 48% of the total number
of importations during the period, so that 4Farmers. cotttd provtde the necessary
source documents in the form of shipment mfermatlon ‘and:‘invoicing to allow
Customs and Border Protection to reconcile the documents to the completed
importer transaction (questionnaire) form. 'Fﬁe cdmpleted importer questionnaire
form is at Confidential Attachment IMP02.: .

For each of the selected cons:gnmentg 4Fan’ne

commercial invoices;

purchase orders;
shipping documents |riclud|ng Qllls of Iadlng,
packing lists;
certificates of anaIyS| T
post mportatnts@ costs |ﬁwoaces provide by relevant Customs broker (showmg

ing the visit we reviewed the documentation and noted several minor
discrepancies with post importation costs recorded in 4Farmers importer
questionnaire form. We also noted that Customs duty had not been included for
respective consignments. We subsequently amended the importer questionnaire
form using actual costs as shown on commercial documentation, including Customs
duty (of 5%) (Confldential Attachment IMP04 refers). We are satisfied with the
reconciliation of the commercial invoices to the revised importer questionnaire form.

5.5 Importation costs

For the selected consignments the terms of sales and payments varied, as shown
below:

Formulated glyphosate 4Farmers visit report Page 14 of 27
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e Free On Board (FOB) at Telegraphic Transfer (T/T) at 120 days from the bill
of lading;

» Credit and Freight (CFR) at Documents Against Payment (D/P) 90 days from
the bill of lading; and

o Cost, Insurance and Freight (CIF) at T/T60 and 120 days from the bill of
lading.[Payment terms].

For CFR and CIF, where the exporter organises and paid freight only or freight and
insurance, 4Farmers provided source commercial documents related to these costs,
provided by their freight forwarder Intergroup Shipping (WA) Pty Ltd (Confidential
Attachment IMP05 refers). We noted that insurance costs had bean mduded in
4Farmers importer questionnaire form for CFR and FOB imports. ﬁ%grmers were
unable to provide supporting documentation for the insurance (of: mealﬁwhyjt had
been included for CFR or FOB sales), although we noted that thé insyrance’ amounts
matched the amounts entered on the FIDs for the goods. We negé that' payment of
insurance costs will be subject to further verification at Jlaﬂqs*i:i Good Harvest
company’s premises in China.

5.6 Summary

We calculated the weighted average post FgB"‘ex enses. féf the selected shlpments
which are summarised in the following table

4Fg£fnéfm &?@p&ﬁave any forward orders at the time of the visit.

Who Is the importer

We noted that 4Farmers:

is named as the customer on supplier invoices;

is named as the consignee on the bill of lading;

declares itself as the owner of the goods for entry to Customs; and
pays the importation costs associated with the entry.

We consider 4Farmers was the beneficial owner of the goods at the time of
importation and is therefore the importer.

Formulated glyphosate 4Farmers visit report Page 15 of 27
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5.9 Who is the exporter?
Customs and Border Protection will generally identify the exporter as:

a principal in the transaction located in the country of export from where the
goods were shipped who gave up responsibility by knowingly placing the
goods in the hands of a carrier, courier, forwarding company, or their own
vehicle for delivery to Australia; or

a principat will be a person in the country of export who owns, or who has
previously owned, the goods but need not be the owner at the tlme the goods
were shipped. 4

******

will normally consider the exporter to be the person who gave up rQSpons;bﬂlty for
the goods as described above. ; ;

 to thé ?qeiéeted shipments
sx_;ld the goods to
ralia. In Wry, upon review of

When we reviewed the documentation provided in relati
of glyphosate it was identified that
4Farmers and arranged for their transport to Aust
this documentation, we identified that:

I i identif ed-::?*':as .u.fhe”'*ﬁubﬁlier in the commercial

invoides;

is rdentmed as th w;;mpllelr in the bills of lading;
pays the ralevant costs of ocean freight and

insurance; and

4Farmers pays _ for the goods.

7 2
ble we are satisfied that | NG s

Based on the informatioﬁ%av
the exporter of the goods.  *

Formulated glyphosate 4Farmers visit report Page 16 of 27
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6  AUSTRALIAN MARKET AND SALES

6.1 Gerieral

4Farmers described the Australian formulated glyphosate market as very
competitive. It noted that there were minimal barriers to entry, especially when
compared to other international markets (i.e. in Australia a $600 product registration
fee (per product label) is payable to the AVPMA, however in the US registration
costs can be in excess of a million dollars). It also noted that pricing in the market is
very transparent and there is a relatively minor difference between costs of toll
manufactured product (including importing raw ingredients) and the ful!y formulated
imported product 4Farmers advised that there is a cost advantage m mﬁertlng

4Farmers estimated that the market size for formulated glyphesata will either be
maintained or increase in the foreseeable future, as a result of |ﬁcreasmg crop
levels, continued rainfall and increased utilisation of cansemgtlon or no tillage

farming techniques. It noted that depending on seasonallty farmers apply formulated
glyphosate to their land up to three to four tlmgs per. annurm

: ”;}1 March 2012) 4Farmers noted that
they support the applicants’ claim that fhe broad
approximately 85% of the total Australlian @r{myufﬁ?ed glyphosate market. 4Farmers
claim that formulated glyphosate with: activé ingredients above 450 g/L are
predominately supplied to this-market segment. As discussed previously, there is
also an increasing customer preference for products supplied in this market segment
to be in larger containers gm &artlculaMOOOL IBCs), due to increased efficiency and

cost effectiveness.

4Farmers stated ha%;; the dls?ﬁbutlon channels for agriculture chemicals have
changed in tmf*’* tr%n ﬁiarket which were historically dominated by large
distributors m@g %" Bldars and Landmark etc). However it noted that there has
been a signifit rﬁE re#se in the number of small independent wholesalers/retailers

changi d, as it considers it is a commodity rather than a value added product. It
noted that there has been an increased registration of potassium salt based
formulated glyphosate products, with high active ingredients (i.e. formulated
glyphosate 500 g/L and 540 g/L). It noted that while the supply of premium products
has increased, end users still demand low cost standard formulated glyphosate
450 g/L.

6.2 Australian sales

4Farmers sells a range of agricultural chemicals, including formulated glyphosate
products direct to farmers through its head office in WA and also through supply of
its products to a broad network of local distributors (some of which are farmers).

Formulated glyphosate 4Farmers visit report Page 17 of 27
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4Farmers provided a copy of its distributor / agent list by region (Confidential
Attachment SALESO01 refers). It also made some sales to wholesalers and end
users. During the visit 4Farmers provided a sales report by product for all sales of
glyphosate (to their distributors and other customers) during the investigation period
(Confidential Attachment SALES02 refers).

Historically, 4Farmers has sold the following formulated glyphosate products (which
are either produced domestically or Imported):

e Glyphosate 450 (20L, 120L, 200L, 1000L), which is usually formulated in
Australia from imported active;

* Glyphosate 470 (20L, 120L, 200L, 1000L), which is formulated mChlna

» Glyphosate 875 WG (20Kg), which is formulated in China; and. - ~
Potassium Glyphosate 500 (200L, 500L, 1000L) whlch IS pltoduced
domestically with domestically sourced raw matenals h

In 2011, 4Farmers supplied different product formulatlons to ﬂlﬁerent regional
markets, as shown below: et . o

‘ Formultejglyphate 450 g/L

Formulated glyphosate 470 g/L

Formulated glyphosate 875 SG

®f 4Farmers products and perform a basic marketing function.

sales orders to 4Farmers to satisfy product demand in their region.
4Fanﬁrs advised that the distributors predominantly hold consignment stock,
althouéh may have small excess volumes to meet customer requirements. Once a
customer (end user) orders a product, the order is processed at 4Farmers head
office. A 4Farmers distribution officer assesses stock availability to satisfy the order.
The formulated glyphosate is usually delivered to distributors’ warehouses and once
delivered to these local distributors the goods location is changed in 4Farmers
management system, although the goods still remain within 4Farmers management
and control.

4Farmers control the price of formulated glyphosate in all regions. Price of the
formulated glyphosate delivered to distributors does not differentiate between
imported or locally produced goods.
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To end _customer
Distributorsjcan make their own arrangements with the customers in relation to
delivery of the goods except in WA, where 4Farmers trucks can deliver direct to the

customer. Generally the price of formulated glyphosate (ex distributor) varies
between regions because of freight costs and local competitive prices. 4Farmers

provided a price list for formulated glyphosate products (at the retail level) dated

May 2011 (Confidential Attachment SALES03 refers). The prices shown in the
price list are ex distributor / agent to the end customer. 4Farmers advised that
payment for: formulated glyphosate supplied to the end customer is made directly to
4Farmers. When payment is received, 4Farmers pays its Iocal dfstrlbutor a
commission for the goods sold. :

4Farmers advised that pricing in the market is very competitive and transparent and
that they are price takers. It noted that the profit margins on formulated glyphosate
sales are very minor and that it is considered a base broduct in the range of
agricultural chemicals supplied to farmers. It noted that other chemicals had higher
margins and overheads for glyphosate were kept Iow to be able %o offer the lowest
price to customers.

6.4 Rebatos and discounts

6.5 Commission

4}"

4Farmers advised that aII bf ;ts msmbutors / agents receive a sales commission. It
noted that the commis,snon amaunt changed just prior to the investigation period. The
commission is a@qn
size), as tabul

||
Formu‘%hg glyphosate 470 g/l | B
Formulated glyphosate 470 g/L 110L ]
Formulated glyphosate 470 g/L 200L ]
Formulated glyphosate 470 g/L 1000L -
Formulated glyphosate 875 SG 20 Kg | ]
Formulated glyphosate 4Farmers visit report Page 19 of 27




Public record folio

Qe

PUBLIC RECORD

4Farmers advised that the sales commission does not vary by region. 4Farmers
provided Commission reports for formulated glyphosate 470 g/L for February, May,
August and: November 2011 to verify the commission amounts paid (Confldential
Attachment SALES04 refers). The price list for all products provided by 4Farmesr
also shows the commission rates applicable. We noted that the commission amounts
matched.

We also noted that the importer transaction form provided by 4Farmers did not
include commission amounts. However we included commission amounts as part of
SG&A expenses in the revised importer questionnaire form, discussed at section 6.8.

6.6 Sales verlfication (accuracy)

As discussed at section 6. 2 4Farmers provided us with a sales re'po‘r"i of Qtyphesate
packing size), month and price (Confidential Attachment SALI‘:’QOZ refers) and a
price list (ex retail) for all formulated glyphosate produéts (by ﬁackaglng type and
region) for May 2011 (Confidential Attachment SAI..E$03 refers)n

4Farmers sell directly to end users invoices. We checked the unlt prices in the sales
reports with the unit prices in the price Ilst_jﬁor vanous pack sizes, however, and
found that they matched. Information from the gales réports could also be cross-
matched with data in the commission repotts. We are satisfied that the sales reports
accurately reﬂect 4Farmers’ sales of the goads '

6.7 Upwards verification (complete%: ,_ss)

During the visit we sighted- 4Farmegs Prof t and Loss (P&L) statements for the
2010/2011 financial year and for the half year 2011/12. We were able to identify total

income / revenue, cost of Jopds mafiufactured, total expenses and operating profit
for all sales for 4Fm;ners 4‘ﬁermers stated that Customs and Border Protectlon

The mﬂial lmpo " “nsaction form provided by 4Farmers did not include SG&A

» il% of the imported formulated glyphosate. We advised 4Farmers
thﬁ in Q?;ier*ie :determine the profitability of the imported goods (and test the arms
Iengmmﬁatune of the transactions) that SG&A expenses needed to be calculated.
4Farmers advised that SG&A expenses expressed as a percentage of revenue was
not the most appropriate calculation method, as the P&L operating expenses
covered sales of other agricultural chemicals (non — glyphosate related) and it was
not easy to apportion these expense across specific products.

4Farmers advised that the company’s internal costings summary for formulated
glyphosate products (sold ex distributor level), would be the most appropriate
methodology to calculate accurate SG&A expenses. 4Farmers provided costings for
formulated glyphosate 470 g/L to highlight all costs from importation of the goods to
distributor sales (including profit margins) (Confidential Attachment SALES05
refers). We were able to use the costings summary to calculate SG&A expenses for
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the imported goods which included: overheads; packaging transportation to
distributor; qnd distributor / agent Commission.

We checked that the percentage allowed for overheads in the internal costing sheet
closely aligned to the relevant SG&A expense on the profit and loss statement. We
were satisfied that no costs from the profit and loss statement had been omitted from
4Farmers’ internal costing worksheet, and were therefore satisfied that it was an
accurate representation of 4Farmers’ SG&A expenses for our purposes.

6.9 Profitability of sales and selling price

In order to calculate the sales revenue for each consignment, we used selllng prices
(retail level) for formulated glyphosate 450 g/L and 470 g/L (by packaglng size) by
region, as shown in 4Farmers price lists. We calculated the net réwenua for each
con5|gnment (less commission, which was calculated as a mmmnent of SG&A
expenses). PR

4Farmers advised that it operates on a very low ma;gln baSIS in respect of
formulated glyphosate products (reflecting its corpbrate stfategy of supplying low
priced product to farmers).

[Profitabilfty].

As 4Farmers have indicated fat formulated glyphosate is a very low margin product
and as the company is overa D rofi table we do not consider that this is an indication
that 4Farmers will directly Skindirectly be reimbursed, be compensated, or otherwise
receive a benefit for, or in re: sect of, the whole or part of the price® nor does it
warrant a varlath;lagromghe oopc"l‘usmn on arms length in section 5.9.

6 5. 269TAA(2)
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7 ARMS LENGTH

In determining export prices under s.269TAB(1)(a) and normal values under
8. 269TAC(1), the Ieglslatlon requires that the relevant sales are arms length
transactlons

Section 269TAA outlines the circumstances in which the price paid or payable shall
not be treated as arms length. These are where:

» there is any consideration payable in respect of the goods other than price;

* the price is influenced by a commercial or other relationship  between the
buyer, or an associate of the buyer, and the seller, or an aSaocnate of the
seller
directly or indirectly, be relmbursed be compensated or omemnse recelve a
benefit for, or in respect of, the whole or any part of the prﬁce

Furthermore, where:

e goods are exported to Australia othemnse than by the importer and are
purchased by the importer from tﬁe exportw {whether before or after
exportation) for a particular price; a.nd :

¢ the Minister is satisfied that ghe uﬁpo er_._;-,whether directly or through an
associate or associates, sells. thaée .goods in Australia (whether in the
condition in which they were |mp '“d or otherwise) at a loss;

the Minister may treat the gale of t,bose goods at a loss as indicating that the
importer or an associate of thﬁwgmporﬁsr will, directly or indirectly, be reimbursed, be

compensated or othenmse i‘%geﬁle .a'benefit for, or in respect of, the whole or a part
of the price. :

that this reflected their corporate strategy of prowdmg low
mers (and we note that the company was profitable overall (based
did hot find any evidence that:

n:;m there is any consideration payable other than price; or
ﬂ\at the price is influenced in 4Farmers’ favour by a commercial or other
refationship between 4Farmers and its suppliers.

We confirmed during our verification that the price invoiced by the exporter was the

rice paid . by d4Farmers. Therefore, we consider that sales between
&and 4Farmers were arms length transactions (pending

further verification at the exporter's premises in China).
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MATERIAL INJURY AND CAUSATION

4Farmers does not consider that the Australian industry has suffered injury as a
result of dumped imports of formulated glyphosate from China. It attributes any injury
experienced by the Australian industry to the following factors:

Highly competitive market - 4Farmers advised that the formulated glyphosate
market is very competitive, with transparent market information and pricing
which impacts consumer behaviour. For instance, the customer now monitors
global glyphosate (including technical) pricing with expectations that this will
be reflected in domestic pricing (which often places downwargjs pres&ure on
prices).

Changed market composition — 4 Farmers advised that there fg excass Supply
in the market, with an increased number of new suppliers that g ply Wnported
or toll manufacturer product. 4Farmers noted that several’ lﬂrge farm holders
have bought out smaller farmers, reducing the demand base.

Commodity versus value added product (glyphosate teckm.'cal) 4Farmers
stated that glyphosate technical is now consfdé?‘ed & commodity, as its price
fluctuates significantly as it is dependent:on factors impacting the world
market. Market distributors look to the: worf@ markét and compare the fully
formulated and technical prices beforg mals;ng ‘tommercial decisions to import
or toll manufacture, which impacts on.the p;pf tability of manufacturing in
Australia. Although it noted that the 5% Cus

product, which does not apply gfﬁ‘ technical, actually increased the
: manu?actured formulated glyphosate.

,,,,,,,,,,,

‘ ué ddded pr&éuct (formulated glyphosate) — 4Farmers
stated that formulated ‘glyphosate is considered as a commodity, with farmers
seeking the cheapest” produezt These customers are not demanding a
premium value add pra uct (ae supplied and marketed by Nufarm).
Inferior produtt — As disgussed previously, 4Farmers stated that an inferior
atqﬁggproduct has been imported into the market, with a
Surfdetant or with a diluted active ingredient. It noted that the
Vcﬂ@w for these products were significantly lower, which resulted

Omgr pnc‘@;g éctors - 4Farmers advised that certain importers have been

: i’mpom%% formulated glyphosate misclassified as technical glyphosate to

avoid the 5% Customs duty applicable. As margins are low for glyphosate,

dFarmers believes this misclassification provides a pricing advantage and

enables the Australian industry’s prices to be undercut.

Nufarm’s strategic decision to diversify its product portfolio - 4Farmers referred
to Nufarm's recent Annual Report, which stated that it was seeking to diversify
its product portfolio and drive growth in product markets with higher value.
Nufarm's Annual Report outlined that this would be achieved by moving its
focus from glyphosate to other agriculture chemicals. It noted that Nufarm's
reduced production / supply of formulated glyphosate was a result of this
strategic direction and not as a result of dumped imports from China.
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her commen

e 4Farmers commented that the presentation of dumping margins in 1 L
packaging sizes for the purposes of the application for duties was misleading
and not indicative of pricing in the Australian formulated glyphosate market.
They noted that 1 L packaged formulated glyphosate accounted for a very
small percentage of the Australian glyphosate market and that this product is
irrelevant to the broad acre market. 4Farmers advised that the pricing of a 1 L
product (predominately supplied in the home market) to a 1000 L product
(predominantly supplied top broad acre) is not comparabie.

o 4Farmers also stated that the presentation of market size and share data in
360g/L equivalents contained in the application is not reﬂactlve of the
Australian market. It noted that formulated glyphosate 4509!&, is now ‘stock
standard product sold in Australia. ;
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9  UNSUPPRESSED SELLING PRICE

Unsuppressed selling price and non-injurious price issues are examined at an early
stage of an investigation and, where possible and appropriate, preliminary
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 sellmg
price.

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

¢ industry selling prices at a time unaffected by dummng, _
» constructed industry prices — industry cost to. make and sell 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 deducting the costs incurred in getting the
goods from the export free on board goint, ( ‘ngﬁ'ler point if appropriate) to the
relevant level of trade in Australia: uetions normally include overseas
freight, insurance, into-store costs and amnuntg‘fbr importer expenses and profit.

At the time of the visit 4Farmafs dud not have any comments on the calculation of an
unsuppressed selling prlcg :
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10 RECOMMENDATIONS

As a result of the importer questionnaire submitted by 4Farmers and the verification
conducted on site, we are of the opinion that the goods imported by 4Farmers are:

goods that have been exported to Australia otherwise than by the importer;
goods that have been purchased by the importer from the exporter,
purchases of the goods by the importer were arms length transactions; and
the goods are subsequently sold by the importer to a person who is not an
associate of the importer.

Subject to further inquiries with the exporters, we are satisfied that, the ‘export pnces
can be established under s. 269TAB(1)(a) using the invoice prlc.es Téss any gosts in
respect of matters arising after exportation.
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11 ATTACHMENTS

T

tachmentNo: ., |Title

ke

Part A of 4Farmers |mporter questnonnalre response

Confidential Attachment GENO1 (confidential version)

Confidential Attachment GENO2 Verification visit agenda

Confidential Attachment IMPQ1 4Farmers’ list of imports extracted from the import database

Importer questionnaire form provided by 4Farmers for Part

Confidential Attachment IMP02 B of their importer questionnaire response .

Confidential Attachment IMPO3 Source documentation relating to mportatlon of the

selected consignments

Confidential Attachment IMP04 Revised importer questionnaire fofm £
Confidential Attachment SALES01 4Farmers distributor / agent list (shown by r‘é’gten)
Confidential Attachment SALES02 Sales transaction listing. for to- 4'Farmers to domestic

customers in 2011

4Farmers price Ilsts for foﬂnulateﬂ glyphosate (price ex

Confidential Attachment SALES03 distributor / agent w ond u ser)

Confidential Attachment SALES04 Commlssm;} ;%ports

4Farmers’ ‘a%mrrmry costlngs for formulated glyphosate [l

Confidential Attachment SALES05 for basis: Q

Non-Confidential Attachment GENO1 Eﬁlon tion 1,

012. ‘4F‘ront’ newsletter
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