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27 August 2010

National Manager

Trade Measures

Australian Customs and Border Protection Service
Customs House

5 Constitution Avenue

CANBERRA ACT 2601

Email: timpolicy@customs.gov.au

Dear Sir/Madam

Productivity Commission Report on Australia’s Anti-Dumping and
Countervailing System

| refer to the Joint Ministerial Media Release of the Assistant Treasurer and the
Minister for Home Affairs dated 27 May 2010.

The Joint Media Release notified the tabling in parliament of the Productivity
Commission’s Report No.48 into Australia’s Anti-Dumping and Countervailing
System. The release called for submissions from interested parties in response to
the productivity Commission’s Report.

Qenos Pty Ltd (“Qenos”) is an interested party to an effective Anti-Dumping System.
Please find attached a submission on behalf of Qenos in response to the Productivity
Commission’s Report No.48.

If you have any questions, please do not hesitate to contact me on (03) 9258 4409.

Yours sincerely

%T(——\ g_t\

Stephen Bell
General Manager Commercial

Qenos Pty Ltd
471-513 Kororoit Creek Road Altona Victoria Australia 3018 Private Mail Bag 3 Altona VIC 3018
Telephone 61 3 9258 7333 Facsimile 61 3 9258 7451 Website www.qenos.com
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Qenos’ comments on Productivity Commission Report
Australia’s Anti-Dumping and Countervailing System

Executive Summary

Qenos holds significant reservations with the Productivity Commission’s recommendations following
its inquiry into Australia’s Anti-Dumping System. Qenos does not consider the proposed changes will
deliver improvements to an effective Anti-Dumping System. It is Qenos’ view that the changes will
limit access to the Anti-Dumping System and will erode the effectiveness of the System.

Qenos strongly opposes:

o introduction of a public interest test as it creates uncertainty based upon
ambiguous criteria and will exclude access to measures for certain manufacturers;
o limiting the life of anti-dumping measures to a single three-year extension is

inconsistent with the WTO Anti-Dumping Agreement and disadvantages Australian
manufacturers viz-a-viz producers in other jurisdictions;

° abolition of the current review of measures process to be replaced with
annual reviews is not justified based upon infrequent review applications;

. abolition of the duty assessment process which will contribute to a reduction in the
deterrent effect of the anti-dumping measures; and

o annual reviews of measures based upon risk managed, desk audit methodologies

encourages a reduced standard of quality and data integrity.

The identified changes will render Australia’s Anti-Dumping System ineffective. In the event a
manufacturer gains access to anti-dumping measures, the application of those measures will lack
substance.

Qenos is supportive of specific proposed administrative changes to the Anti-Dumping System,
including:

o retention of the roles and responsibilities of the Australian Customs & Border
Protection Service, the Minister and the Trade Measures Review Officer;

° the extension of reviewable decisions to include those concerning the continuation of
measures;

adequate resourcing and skill levels of the investigating agencies;
requiring Customs and Border Protection to publish the relevance of overseas
investigations on the goods which are the subject of the investigation; and

° recommending the Australian government consult with the Australian Bureau of
Statistics to address the suppression of import data which is ultimately available from
third party sources.

Background

The Productivity Commission’s Report on Australia’s Anti-Dumping and Countervailing System was
tabled in Parliament on 27 May 2010. '

Upon tabling of the Final Report, the Assistant Treasurer and the Minister for Home Affairs
announced that interested parties would be given an opportunity to review the report and make
submissions on the final recommendations.

The Australian Customs and Border Protection Service (“Customs and Border Protection”) has been
requested to ‘receive and coordinate consideration of submissions from stakeholders’. Submissions
are due from interested parties by 31 August 2010.

Qenos Pty Ltd (“Qenos”) is an Australian manufacturer with substantial investment in capital-intensive
value-adding production in the local petrochemical industry. Qenos' is the sole producer of
polyethylene in Australia and competes directly with the global polyethylene producers and exporters.
Qenos is, therefore, a stakeholder in an effective Anti-Dumping System.

Qenos participated in the Productivity Commission’s inquiry:
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. through direct discussions with the presiding Commissioner and Deputy
Commissioner in interviews following the release of the Issues Paper on Australia’s
Anti-Dumping System;

o via submission to the Commission in response to the Issues Paper; and

o through a further submission responding to the Commission’s Draft Report.

Qenos has participated as an applicant industry in a number of anti-dumping investigations over
recent times. Qenos supports improving the effectiveness of Australia’s Anti-Dumping System to
ensure anti-dumping measures are imposed in a timely and appropriate manner. Qenos also
welcomes initiatives that enhance the administration of the Anti-Dumping System — in particular,
ensuring the Trade Measures Branch and the Trade Measures Review Office are adequately
resourced with skilled and competent staff.

Qenos is concerned by certain key recommendations contained in Productivity Commission’s Inquiry
Report into Australia’s Anti-Dumping and Countervailing System’. The Commission’s apparent pre-
occupation with the introduction of a ‘Public Interest Test' to counter the suggested ‘negative impacts
of imposing anti-dumping measures fails to recognize that the Anti-Dumping System is a means of
correcting unfair price discrimination by exporters that inflicts financial damage on an industry in the
importing country. Qenos is opposed to the Commission’s recommended introduction of a public
interest test.

H

The application of the Non-Injurious Price “(NIP") provision in Australia’s Anti-Dumping System
negates the concern that anti-dumping measures may be higher than is necessary to remove the
injurious effects of dumping. The proposed public interest test is not comparable with the processes
identified in Canada and the European Union — the Commission has proposed criteria that are
intended to significantly curtail access to anti-dumping measures by Australian manufacturers.

Qenos does not support the Commission’s proposed abolition of the present review of measures and
administrative review provisions. The Commission's simplistic explanation of these provisions does
not reflect the importance either provision contributes to the ongoing integrity of Australia’s Anti-
Dumping System. The Commission's failure to recognize that exporters have engaged in an unfair
trading practice is reflected in its suggested solution that the same exporters will voluntarily remit the
appropriate dumping duties is a nonsense.

Qenos generally supports the Commission’s suggested administrative changes to the System, with
the notable exceptions of reinvestigation of TMRO recommendations.

Qenos and Australia’s Anti-Dumping System

Qenos is involved in large scale value-adding of Australia’s natural resources. The company
purchases ethane gas (from the Cooper Basin and Bass Strait) and converts it to raw material
ethylene — the key feedstock in polyethylene manufacture. Qenos operates polysthylene
manufacturing facilities at two sites - Botany, New South Wales and Altona, Victoria.

Ethylene and polyethylene are capital-intensive value-adding production processes. The replacement
value of the combined production assets is estimated at approximately $2.5 billion. The company's
annual turnover is in the range $700-900 million.

Polyethylene is a globally-traded commodity product. Qenos competes with manufacturers in the
Asia-Pacific region, North America, the Middle East and Europe. Import tariffs in Australia for
polyethylene are essentially at zero rates of duty — particularly for key competitors in Asia and North
America.

Pricing for polyethylene is linked to the demand-supply continuum. Presently, there exists an
oversupply of certain polyethylene types (e.g. LLDPE and HDPE) due to reduced demand and
oversupply in North America, and oversupply in the Asia-Pacific region. Producers in locations where
demand has fallen will seek opportunities in export markets, often at prices reflecting marginal costs
(i.e. less than full cost recovery). Australia is an open market often targeted by exporters with excess

! Productivity Commission Inquiry Report No.48, 18 December 2009.
























