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ABBREVIATIONS

ACDN Australian Customs Dumping Notice
ADA Anti-Dumping Authority

Asahimas PT Asahimas Subentra Chemical
Australian Vinyls Australian Vinyls Corporation Limited
BorsodChem BorsodChem Rt

CEO Chief Executive Officer of Customs
CFR cost and freight

CIF cost, insurance and freight

Citi Polymer Citi Polymer Ltd

CTMS cost to make and sell

Customs Australian Customs Service

Dumping Duty Act

Customs Tariff (Anti-Dumping) Act 1975

FOB

free on board

Hanwha Hanwha Chemical Corporation

Hyundai Hyundai Corporation

Intermin Intermin Enterprises Pte Ltd

Korea The Republic of Korea

LG LG Corporation International

Maspion PT Siam Maspion Polymers

Minister Minister for Justice and Customs

N/A not applicable

NIFOB non-injurious free on board price

NIP non-injurious price

PAD preliminary affirmative determination
PolyChem PolyChem Pty Ltd

PVC polyvinyl chloride homopolymer resin
Quantum Quantum Chemicals Pty Ltd

Satomo PT Satomo Indovyl Polymer

S. section, sub-section or paragraph

SEF statement of essential facts

SG&A expenses selling, general and administrative expenses
SPC Singapore Polymer Corporation (Pte) Ltd
Sumitomo Sumitomo Corporation (Singapore) Pte Ltd
the Act Customs Act 1901

the goods the goods the subject of the application
TMRO Trade Measures Review Officer

TRACE Customs’ commercial database

USA The United States of America

USP unsuppressed selling price

VCM vinyl chloride monomer







1 SUMMARY

1.1 BACKGROUND

On 5 March 1999, the Australian Customs Service (Customs) received an application
from Australian Vinyls Corporation Limited (Australian Vinyls) for anti dumping
measures to be imposed on imports of polyvinyl chloride homopolymer resin (PVC)
exported to Australia from Hungary, Indonesia, the Republic of Korea (Korea) and
Singapore.

On 1 April 1999, Customs initiated an investigation into the alleged dumping of PVC
from the nominated countries. The initiation was formally notified in the Australian
Financial Review and by Australian Customs Dumping Notice (ACDN) No. 99/016.
The notices stated that submissions by interested parties must be lodged by 11 May
1999, that a statement of essential facts (SEF) would be issued by 20 July 1999 and
that Customs would report to the Minister for Justice and Customs (Minister) by
3 September 1999.

On 19 July 1999, the Minister approved an extension of 30 days to the period for the
issue of the SEF. This decision was notified in ACDN No. 99/028. This decision also
resulted in the due date for Customs’ report to the Minister being 30 days later than
originally advised.

1.2 LIKE GOODS

PVC is a white powder produced by the polymerisation of vinyl chloride monomer
(VCM). PVC grades are identified by an ISO ‘K’ value. In general, lower K value
polymers are used for unplasticised applications, while higher K value polymers need
plasticisers to make processing possible and are used for flexible applications. PVC
is then processed by users who may employ a variety of different production
methods, such as calendering, vacuum forming, extrusion, injection and blow
moulding.

Customs examined information on PVC produced in Australia and on imported PVC
and is satisfied that PVC produced in Australia and PVC imported from the
nominated countries are like goods.

13 DUMPING

PVC exported to Australia from the four nominated counties was dumped. Dumping
margins for the exporter from Singapore and two exporters from Indonesia were
negligible. The volume of dumped goods from other exporters in Indonesia was also
negligible. Dumping margins and the dumped volume of exports of PVC from
Hungary and Korea were not negligible.

14 INJURY

The economic condition of the Australian industry declined over the period examined.
Australian Vinyls’ market share fell, it suffered price undercutting, price depression
and price suppression and its profits and profitability declined.




1.5 CAUSAL LINK

Significant volumes of PVC were imported from Korea at dumped prices. PVC was
also imported from Hungary at dumped prices. Customs considers that dumped
PVC exported from Hungary and Korea to Australia has contributed to the material
injury suffered by Australian Vinyls. Customs further considers that there is a threat
that material injury suffered by the Australian industry will continue.

1.6 PRELIMINARY AFFIRMATIVE DECISION

On 5 October 1999, Customs made a preliminary affirmative determination (PAD) in
respect of PVC exported to Australia from Korea and imposed securities in respect of
those goods.

1.7 CONCLUSIONS

Customs recommends that the Minister be satisfied that:

° PVC has been exported to Australia from Hungary and Korea at dumped prices;

o PVC has been exported to Australia from Indonesia and Singapore at dumped
prices, but dumping margins for the exporter from Singapore and two exporters
from Indonesia were negligible and the dumped volume from the remaining
exporters in Indonesia was negligible;

o the Australian industry producing PVC has suffered material injury from some
cause or causes;

o dumped exports of PVC from Indonesia and Singapore to Australia have not
caused material injury to the Australian industry;

o dumped exports of PVC from Hungary and Korea to Australia have caused
material injury to the Australian industry;

o there is not a threat of material injury from dumping of PVC from Indonesia and
Singapore to Australia; and

o there is a threat of material injury from dumping of PVC from Hungary and
Korea to Australia.

Customs recommends that the Minister take anti-dumping action against exporters of
PVC from Hungary and Korea to Australia.

Customs further recommends that the Minister take no anti-dumping action against
exporters of PVC from Indonesia and Singapore to Australia.

Details of Customs’ recommendations are at section 13.

A list of legal instruments required to give effect to these recommendations is at
Attachment 1.

A statement of facts and the evidence relied on by Customs for this investigation is at
Attachment 2.



2 BACKGROUND

21 PURPOSE OF INVESTIGATION

Part XVB of the Customs Act 1901 (the Act) and the Customs Tariff Anti-Dumping
Act 1975 provide recourse for Australian industries that believe they are being injured
by dumping. The purpose of the investigation is to submit a factual report to the
Minister recommending whether anti-dumping action should be taken against exports
of the goods the subject of the application (the goods) to Australia from the
nominated countries.

Dumping, simply defined, occurs when goods are imported into Australia at prices
lower than their normal value in the country of export. Anti-dumping measures may
be imposed where dumping has caused, or threatens to cause, material injury to an
Australian industry producing like goods.

A glossary of terms at Attachment 3 to this report contains more information about
the legislation.

2.2 CHANGES TO AUSTRALIA’S ANTI-DUMPING SYSTEM

Changes to Australia’s anti-dumping and countervailing system came into operation
on 24 July 1998. Prior to this date, Customs and the Anti-Dumping Authority (ADA)
administered the system.

Customs had 100 days to conduct an initial inquiry and to make a preliminary finding.

If Customs made a positive preliminary finding, the matter was referred to the ADA
who had a further 120 days to conduct a final inquiry and report to the Minister.

If Customs made a negative preliminary finding, the applicant could appeal to the
ADA. The ADA had 60 days to review this matter. It could either confirm Customs’
finding or overturn the finding and substitute a positive preliminary finding. The ADA
then had 120 days to conduct a final inquiry and report to the Minister.

Under the new arrangements the ADA was abolished and Customs became the sole
agency responsible for dumping and countervailing investigations. Customs has
155 days from the date of initiation in which to conduct an investigation and report to
the Minister. A new review body, the Trade Measures Review Officer (TMRO) was
established.

23 THE INVESTIGATION PROCESS

Where the Australian industry applies under s. 269TB of the Act for the imposition of
anti-dumping measures, it must provide reasonable evidence to support its claims.
Customs has 20 days to review the application and will either reject the application or
accept the application and initiate an investigation.

If Customs initiates an investigation, interested parties are invited to participate.
Interested parties are advised of the investigation through an ACDN, a public notice




in a national newspaper or by direct contact. Submissions from importers, exporters
and other interested parties are due within 40 days of initiation of the investigation.

At any time not earlier than 60 days after initiation, Customs may make a PAD if
there appear to be sufficient grounds for the publication of a dumping duty notice. If
Customs makes such a determination, it may require and take securities under s. 42
of the Act. Customs must have regard to the application, any submission received
and any other relevant information in making a PAD. If Customs decides to take
securities it must give public notice of that decision. Provisional measures, in the
form of securities, provide the Australian industry with a temporary remedy from the
effects of dumping pending the Minister’s decision.

Customs must issue a SEF on or before 110 days after the initiation of the
investigation. This statement outlines the facts on which Customs proposes to base
its report to the Minister. The Minister may extend this deadline under certain
circumstances. Interested parties then have 20 days to respond and lodge
submissions on matters of concern.

Customs is not obliged to consider submissions in response to the SEF which are
received more than 20 days after the statement was placed on the public record.

Customs must conduct its investigation and report to the Minister within 155 days of
initiation unless the Minister has extended the deadline for the issue of the SEF. The
report must recommend whether dumping duty notices should or should not be
published and recommend the amount of any dumping duty. If measures are
imposed, Customs is responsible for the administrative arrangements.

The recommendations to the Minister are based on:

the application;

submissions to which Customs had regard when formulating the SEF;
the result of on-site verifications in Australia and overseas;

any submission made in response to the SEF; and

any other relevant matter.

The Minister's decisions are notified in the Gazette, through an ACDN and by a
public notice in a national newspaper.

Interested parties have 30 days after the publication of the Minister's decision in
which to ask the TMRO to review that decision. Following commencement of the
review, parties have 30 days to lodge submissions in response to the grounds of
appeal. The TMRO must make recommendations to the Minister within 60 days of
the public notification of the review.



3 PREVIOUS INQUIRIES AND REVIEWS

Customs and the ADA have conducted numerous inquiries and reviews of normal
values and non-injurious free on board prices (NIFOBs) in relation to the alleged
dumping of PVC from a number of countries. These are summarised in the following
table.

Report | Preliminary finding ADA recommendations

91/11 Positive finding against Argentina, | Measures imposed against Brazil,
Aug 91 | Brazil, Israel, Mexico, Taiwan & the | Mexico & USA (report no. 52 of
United States of America (USA) Dec 91)

Negative finding against Hungary, | ADA substituted a positive

Poland, Korea & Singapore preliminary finding (report no. 50 of
Nov 91). After further inquiry no
measures imposed (report no. 62

of Mar 92)
92/9 Positive finding against Canada, Measures imposed against
May 92 | China, France, Japan, Norway, Canada, China, France, Japan,

Romania, Saudi Arabia & Thailand | Norway, Saudi Arabia & Thailand
(report no. 82 of Sep 92)

Negative finding against the ADA not asked to review finding
Netherlands and Sweden
93/4 Review of NIFOBs for Brazil,
Sep 93 | Mexico & USA
93/14 Positive finding against Finland No measures (report no. 115 of
Aug 93 Dec 93)
94/1 Review of NIFOBs & normal

May 94 | values for Brazil, Mexico & USA
and NIFOBs for Canada, China,
France, Japan, Norway, Saudi
Arabia & Thailand

94/7 Negative finding against Korea No measures (report no. 131 of
Apr 94 Jul 94)
95/4 Review of normal values &

Aug 95 | NIFOBs for Brazil, Canada, China,
France, Japan, Mexico, Norway,
Saudi Arabia, Thailand & USA




Report

Preliminary finding

ADA recommendations

96/1 Review of normal values &
Jan 96 | NIFOBs for Brazil, Canada, China,
France, Japan, Mexico, Norway,
Saudi Arabia, Thailand & USA
96/6 Positive finding against Belgium & | No measures (report no. 158 of
Jul 96 Korea Nov 96)
Following a decision of the Federal
Court, this matter was reviewed.
No measures (report no. 174 of
Jul 97)
Measures continued against Brazil,
Mexico & USA (report no. 160 of
Nov 96)
Measures continued against
Japan. Measures not continued
against Canada, China, France,
Norway, Saudi Arabia & Thailand
(report no. 176 of Aug 97).
The Minister did not accept the
ADA’s recommendations.
Measures continued against
Canada, China, France, Japan, &
Thailand
Sep 97 | Termination of investigation Termination decision supported
against Indonesia, Iran and the (report no. 180 of Dec 97
United Arab Emirates
97/4 Positive finding against Germany, | No measures (report no. 182 of
Oct 97 Hungary, India, Israel & the Feb 98)
Netherlands
98/6 Review of normal values &
Apr 98 NIFOBs for Thailand

Customs is currently reviewing normal values and NIFOBs for Japan, Thailand and

the USA.




4 CURRENT INVESTIGATION

4.1 THE APPLICATION BY THE INDUSTRY

On 5 March 1999, Customs received an application from Australian Vinyls for anti
dumping measures to be imposed on imports of PVC from Hungary, Indonesia,
Korea and Singapore. The application alleged that injury was being caused to the
Australian industry in the form of:

price undercutting;

price depression;

price suppression;

lost sales and effect on market share; and
reduced profitability.

On the prima facie evidence, the application was not rejected and an inquiry was
undertaken.

4.2 PUBLIC NOTICES
4.2.1 |Initiation of investigation

On 1 April 1999, Customs initiated an investigation into the alleged dumping of PVC
exported to Australia from Hungary, Indonesia, Korea and Singapore. The initiation
of the investigation was formally notified in the Australian Financial Review and by
ACDN No. 99/016. The notices stated that submissions by interested parties must
be lodged by 11 May 1999, that a SEF would be issued by 20 July 1999 and that
Customs would report to the Minister by 3 September 1999.

4.2.2 Extension of time for SEF

During the course of this investigation the Minister approved an extension of 30 days
to the period for the issue of the SEF. This approval was granted under s. 269ZHI of
the Act. The request for an extension was made by the Australian industry to allow
them time to address alleged significant discrepancies in the completeness of the
normal value inquiry process at exporters in Indonesia and Singapore. The Minister
agreed to the request on 19 July 1999 and this decision was notified in ACDN
No. 99/028. This decision also resulted in the due date for Customs’ report to the
Minister being 30 days later than originally advised.

4.2.3 SEF

Customs placed the SEF on the public file on 19 August 1999. It requested
responses from interested parties by 8 September 1999 and advised that Customs
would report to the Minister by 5 October 1999.

42.4 PAD

On 5 October 1999, Customs made a PAD in respect of PVC exported to Australia
from Korea and imposed securities in respect of those goods. Customs considered
that it was appropriate to impose securities to prevent material injury occurring to the
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Australian industry while the Minister considers Customs’ report and
recommendations.

4.2.5 Reports on Internet

The SEF, ACDNs and this report are available on Customs Internet homepage
www.customs.gov.au/notices/index.htm.

4.3 INVESTIGATION DETAILS

At the initiation of the investigation, non confidential versions of the application and
relevant questionnaires were distributed to known overseas exporters and Australian
importers of the goods. This information was also sent to two exporters identified
during the investigation. Copies of the non confidential versions of the application
and Customs’ initiation report were placed on the public file.

The public file is held by the Trade Measures Branch office management at Customs
House, 5 Constitution Avenue, Canberra, ACT 2601, telephone (02) 6275 6057.

In compiling this report and recommendations, Customs examined submissions from
the applicant, overseas exporters, Australian importers and other interested parties.

It undertook on-site verifications in Australia and overseas where necessary and
practicable. It also had several meetings with interested parties and their
representatives.

Customs started writing this report on 8 September 1999.
4.3.1 Submissions and information received
The following companies provided submissions after initiation of the investigation:

BorsodChem Rt (BorsodChem);
PT Asahimas Subentra Chemical (Asahimas);
Singapore Polymer Corporation (Pte) Ltd (SPC);

Intermin Enterprises Pte Ltd (Intermin);
PolyChem Pty Ltd (PolyChem);

Nylex Corporation Pty Ltd; and
Huntsman Film Products Pty Ltd.

Thor Plastics Pty Ltd
4.3.2 Companies visited
The following companies were visited during the investigation:

Australian Vinyls;

Kanji Group Pty Ltd;
Sanwa Pty Ltd;



Vinidex Tubemakers Pty Ltd;

Quantum Chemicals Pty Ltd (Quantum);

PolyChem;

Primaplas Pty Ltd;

Pipemakers (a division of Metroll Queensland Pty Ltd);
BorsodChem;

Asahimas;

Hanwha Chemical Corporation (Hanwha);

SPC;



5 GOODS UNDER INVESTIGATION

5.1 THE APPLICATION

The applicant described the goods as PVC. Paste and emulsion grades are not
included. PVC is a white powder produced by the polymerisation of VCM.

The main raw material used in the manufacture of PVC is VCM. VCM is a liquefied
gas made from oil or natural gas. PVC is produced in batches rather than by
continuous production. The VCM is mixed with demineralised water, a suspension
agent and an initiator or catalyst. The mixture is heated to start the reaction of
converting the monomer (VCM) into a polymer (PVC). Once initiated, the reaction
gives off heat and must be cooled. The reaction continues for five to eight hours,
during which time about 80-90% of the monomer is converted to PVC. Excess VCM
is removed and recycled. Temperature and reaction time govern the grade of PVC
produced.

PVC grades are identified by an ISO ‘K’ value. In general, lower K value polymers
are used for unplasticised applications, while higher K value polymers need
plasticisers to make processing possible and are used for flexible applications. PVC
is supplied in 25 kilogram, 500 kilogram or 1 tonne bags or in bulk.

PVC is then processed by users who may employ a variety of different production
methods, such as calendering, vacuum forming, extrusion, injection and blow
moulding. Each method may use a different grade of PVC depending on the end
product/use, including pipe, plastic film and wire coating.

5.2 TARIFF CLASSIFICATION

PVC is classified to subheading 3904.10.00, statistical code 18 of the Customs Tariff
Act 1995. The general rate of duty of 5% applies to the goods from the countries
subject to the application.

5.3 LIKE GOODS

In the context of a dumping or subsidy inquiry, subsection 269T(1) of the Act defines
‘like goods’ as follows:

like goods, in relation to goods under consideration, means 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 closely resembling those of the goods under consideration.

The issue of ‘like goods’ is important in two areas:
(i) in assessing normal values in the country of export; and

(i) in determining whether there is an Australian industry producing the same
product to that imported.




Customs examined information on the products produced in Australia and information
on imported products. It is satisfied that PVC produced in Australia and PVC
imported from the nominated countries are like goods.
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6 THE AUSTRALIAN INDUSTRY AND MARKET

6.1 THE AUSTRALIAN INDUSTRY

Australian Vinyls is a joint venture formed in August 1997 between ICI Vinyls, now
Orica Australia Pty Ltd, and Auseon Limited.

Australian Vinyls produces PVC marketed under the brand name “CORVIC’.
Australian Vinyls supplies PVC in bulk (either container or tanker), as well as in 25
kilogram or 1 tonne bags depending on user preference.

Australian Vinyls manufactures PVC at its plants at Altona and Laverton in Victoria; it
is currently the only Australian manufacturer of PVC. Australian Vinyls provided
confidential financial information in support of its application. Following the initiation
of the investigation, Customs visited Australian Vinyls to verify the evidence set out in
the application. From Customs’ inspection of the Altona and Laverton plants,
Customs considers the goods are wholly or partly manufactured in Australia and that
there is a substantial process in the manufacture of the goods carried out in
Australia. Accordingly, the requirements of s. 269T(2), (3) and (4) of the Act have
been met.

Australian Vinyls employs about 200 people in the production and sale of PVC.
About 170 staff are employed at the Altona and Laverton plants with a further 20
employed in the corporate office at Altona. Staff are also employed at other sites.

Customs’ commercial data base (TRACE) revealed that Australian Vinyls had
imported a small amount of PVC. Australian Vinyls stated that these imports were
either paste not covered by the application or quantities of a very specialised PVC
product not manufactured in Australia.

The goods under consideration are not close processed agricultural goods as set out
in s. 269T(4A) and (4B) of the Act.

6.2 THE AUSTRALIAN MARKET

The Australian market for PVC is supplied by Australian Vinyls and by imports from a
number of countries.

Based on the information contained within TRACE, Customs established that PVC
has been imported from 26 countries between July 1998 and June 1999. The
countries under review accounted for the majority of imports of PVC in that period.
Korea was the major source of imports over this period, although Indonesia and
Singapore also exported significant quantities to Australia. Hungary accounted for
smaller quantities.

Australian Vinyls sells PVC to endusers; the major use is in the manufacture of PVC
pipes and fittings. Australian Vinyls also owns four compounding plants accounting
for a small percentage of total domestic sales. Australian Vinyls also export small
quantities of PVC. All sales of PVC by Australian Vinyls are direct to its customers
(end users).




The majority of Australian Vinyls’ sales are under contractual arrangements whereby
prices are negotiated and set on a monthly basis. These prices vary from customer
to customer.

Analysis of information from TRACE identified 16 importers of PVC between July
1998 and June 1999. Importers are of two main categories:

. distributors, who sell to end users of PVC; and

o end users, who import direct and use the PVC in the manufacture of various
products and do not sell the PVC in the form it was imported.

The price for PVC is influenced by world trends in the price of VCM, which is the
major raw material input for the production of PVC. When the price of VCM is high,
the price of PVC is usually high, and vice versa.

6.3 MARKET SIZE

In calculating the Australian market, Customs uses, where possible, verified sales
data obtained from the Australian industry, importers and exporters. In this
investigation, Customs used sales and import information obtained from the
Australian manufacturer, importers, exporters and TRACE.

Customs found that some PVC had been entered for home consumption under
incorrect tariff classifications. These import figures were adjusted in Customs’
market calculation. Imports of paste and emulsion grades were excluded from
Customs’ market calculation.

Based on this data, Customs estimates that the total market for PVC sold in Australia
is relatively stable. There is recent evidence of growth, but it is not possible at this
stage to determine if this growth will be sustained or is attributable to other factors
such as the introduction of a goods and service tax.

The charts below illustrate the relative stability in the size of the Australian market
and relevant market shares over the period examined.
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Tonnes

Chart 1: Australian market Qtr 4 1997 to Qtr 2 1999

Qtr 4/97 Qtr 1/98 Qtr 2/98 Qtr 3/98 Qtr 4/98 Qtr 1/99 Qtr 2/99

Chart 2: Market shares prior to claimed injury

Other Countries

Countries Under Investigation
—_—

Australian Vinyls



Chart 3:

Countries Under Investigation

Market shares during injury period

Other Countries

—_—

Australian Vinyls
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7 THE DUMPING INVESTIGATION

71 INTRODUCTION

Dumping occurs when the export price of a product is less than the normal value of
the same (or similar) product in the domestic market of the country of export. This
section explains this aspect of Customs' investigation.

The ACDN formally notifying initiation of the investigation stated that Customs would
examine exports to Australia from July 1998 onwards for the purpose of its dumping
analysis. In accordance with s. 269TEA(2) of the Act, Customs has examined
exports to Australia up to 8 September 1999, 20 days after the SEF was placed on
the public record; a summary of these exports is at Confidential Attachment 4.
However, it was not practicable to obtain normal value information after June 1999
and the investigation period is the period between July 1998 and June 1999.

During the investigation period, Customs identified that PVC had been exported to
Australia from a total of eight manufacturers of PVC in the four nominated countries.
It identified a further eight companies had been involved in the exportation of PVC
manufactured by those manufacturers. Analysis of information from TRACE
identified 16 importers of PVC manufactured in these countries. A matrix showing
the amount imported by each importer through each company from each of the four
nominated countries during the investigation period is at Confidential Attachment 5.

7.2 EXPORT PRICES

Customs has refined slightly the information on export prices presented in the SEF.
Additional shipments have been included and excluded to account for goods that
were incorrectly classified. Other shipments represent the consolidation of individual
entry lines. These refinements have not materially changed the results of Customs’
analysis.

7.21 Hungary

The goods exported to Australia from Hungary were manufactured by BorsodChem.
Customs identified one Australian importer.

BorsodChem provided a submission to Customs. Customs visited the Australian
importer on 27 April 1999 and visited BorsodChem on 14 and 15 June 1999.

Customs identified four exportations from Hungary to Australia during the
investigation period. In addition, BorsodChem provided details of an exportation prior
to the investigation period that was imported in the investigation period. The goods
entered Australia between July 1998 and January 1999. There have been no entries
of PVC from BorsodChem since the end of June 1999.

Customs’ investigation confirmed that BorsodChem manufactured the goods and
exported them to Australia. The company’s Australian exports were arranged directly
with the Australian importer. There was no evidence of a relationship other than for
commercial trade between BorsodChem and the Australian importer. Customs is




satisfied that the sales by BorsodChem to the Australian importer were arms length
transactions.

There are reasonable grounds to believe that the goods were exported to Australia
other than by the importer and were purchased by the importer from the exporter. All
exports were on the basis of cost and freight (CFR) and the place of export was the
Hungarian border during rail transit.

Customs has determined export prices under s. 269TAB(1)(a) of the Act using the
CFR price less ocean freight and less the proportion of the inland freight cost
equivalent to the freight from the Hungarian border to the port of shipping.

Export price calculations are shown at Confidential Attachment 6.
7.2.2 Indonesia

The goods exported to Australia from Indonesia were manufactured by Asahimas, PT
Siam Maspion Polymers (Maspion) and PT Satomo Indovyl Polymer (Satomo).
Customs identified five Australian importers.

Asahimas

Asahimas provided a submission to Customs. The Australian importer of PVC from
Asahimas was visited by Customs on 13 May 1999. Customs visited Asahimas on
16 and 17 June 1999.

Customs identified 64 exportations from Asahimas to Australia during the
investigation period. It identified a further 15 entries between July 1999 and
8 September 1999. Customs notes that the invoiced prices for the later shipments
were significantly higher than those verified during the normal value visit to
Asahimas.

Customs’ investigation confirmed that Asahimas manufactured the goods and
exported them to Australia. The company’s Australian exports are arranged through
a distributor in Australia. There was no evidence of a relationship other than for
commercial trade between Asahimas and the Australian importer. Customs is
satisfied that the sales by Asahimas to the Australian importer were arms length
transactions.

There are reasonable grounds to believe that the goods were exported to Australia
other than by the importer and were purchased by the importer from the exporter. All
exports were on the basis of cost, insurance and freight (CIF).

Customs has determined export prices under s. 269TAB(1)(a) of the Act using the
CIF price less the cost of overseas freight and insurance.

Export price calculations are shown at Confidential Attachment 6.

Other Exporters

Customs notified Maspion and Satomo’s Singapore agent, Sumitomo Corporation
(Singapore) Pte Ltd (Sumitomo) that the investigation was initiated and invited them
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to make a submission. Maspion did not respond to Customs’ invitation. Sumitomo
verbally advised Customs that it was not going to provide a submission. However,
the Australian importer provided documentation to Customs in respect of each
exportation. Customs also identified an exporter of Indonesian origin goods which
was not a manufacturer. This exporter agreed to cooperate and provided information
to Customs.

Customs identified two entries by Maspion in the investigation period. There have
been no entries of PVC from Maspion since the end of June 1999. There were two
Australian importers; one was visited on 27 April and provided all relevant
documentation to Customs. Customs used this information, information extracted
from TRACE and information obtained from other sources relating to ocean freight
and insurance costs and has recommended that export prices be determined under
s. 269TAB(3) of the Act.

Customs identified 10 entries from Satomo in the investigation period. There have
been a further five entries between 1 July 1999 and 8 September 1999. Customs
notes that the invoiced prices for these shipments were significantly higher than for
the previous 10 shipments. There was one Australian importer and this company
provided all relevant documentation to Customs. Customs used this information and
information obtained from other sources relating to ocean freight and insurance costs
and has recommended that export prices be determined under s. 269TAB(3) of the
Act.

Customs identified eight exportations from the other exporter. There have been a
further four entries between 1 July 1999 and 8 September 1999. Customs notes that
the invoiced prices for these shipments were significantly higher than that for
shipments in the second half of 1998 and the 1% quarter of 1999. Customs visited
the Australian importer on 21 April 1999. Prices were verified at the importer's
premises and relevant costs were obtained from the exporter. Customs has
determined export prices under s. 269TAB(1)(a) of the Act using the CFR price less
the cost of overseas freight.

Export price calculations are shown at Confidential Attachment 6.
7.2.3 Korea

The goods exported to Australia from Korea were manufactured by Hanwha, LG
International Corporation (LG) and Hyundai Corporation (Hyundai). Customs
identified 13 Australian importers.

Hanwha

Hanwha provided a submission to Customs. There were eight Australian importers
of PVC manufactured by Hanwha; three of these importers dealt directly with
Hanwha and the other five dealt through agents located in Korea and Singapore.
The major direct importer was visited by Customs on 27 April 1999. Two of the
importers who dealt through selling agents were visited on 21 April and 24 May 1999.
Customs visited Hanwha between 7 and 11 June and again on 16 June 1999.
Customs also visited two of the selling agents on 30 May 1999.



Customs identified 63 exportations from Hanwha to Australia during the investigation
period. There have been no entries of PVC from Hanwha since the end of June
1999. Thirty two of the shipments were the result of direct dealings between Hanwha
and the importers with the remaining 31 through agents.

Customs’ investigation confirmed that Hanwha manufactured the goods. As
mentioned above the exports were arranged through various channels. The
Australian importers are both distributors and end users. Hanwha arranges shipment
to Australia in accordance with instructions received from any of the parties ordering
the goods. Customs considers that in all cases Hanwha was the exporter of the
goods.

In respect of direct dealings between Hanwha and the importers, there was no
evidence of a relationship other than for commercial trade between Hanwha and the
Australian importers. Customs is satisfied that the sales by Hanwha directly to the
Australian importers were arms length transactions and there are reasonable
grounds to believe that the goods were exported to Australia other than by the
importers and were purchased by the importers from the exporter. All exports
directly from Hanwha to the Australian importers were on the basis of CFR.

Customs has determined export prices under s. 269TAB(1)(a) of the Act using the
CFR price less the cost of overseas freight.

In respect of dealings through selling agents, there was no evidence of a relationship
other than for commercial trade between the selling agents and the Australian
importers. Customs is satisfied that the sales of Hanwha PVC through selling agents
to the Australian importers were arms length transactions. For these sales there are
reasonable grounds to believe that the goods were exported to Australia other than
by the importers but the goods have not been purchased by the importers from the
exporter as payment for the goods is made to the selling agents. The basis of these
sales were CFR.

For seven of the shipments, where prices were verified at the importers' premises
and relevant costs were obtained from the selling agent, Customs has recommended
that export prices be determined under s. 269TAB(1)(c) of the Act using the CFR
price less the cost of overseas freight.

For the remaining 24 shipments Customs was able to extract information about
export prices from TRACE. Customs used this information and information obtained
from other sources relating to ocean freight and has recommended that export prices
be determined under s. 269TAB(3) of the Act.

Export price calculations are shown at Confidential Attachment 6.

Other Exporters

Customs notified LG and Hyundai, the other two manufacturers of PVC in Korea, and
the remaining major supplier that the investigation was initiated and sought
information from each. All declined to cooperate. LG subsequently provided a
submission in response to the SEF. Discussion of issues in the submission is at
section 11 of this report.
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Customs identified 42 entries from LG and Hyundai. There have been a further
10 entries between 1 July 1999 and 8 September 1999. Customs notes that the
invoiced prices for these shipments were significantly higher than for the shipments
during 1998-99. There were four Australian importers; three of the importers were
visited on 29 April, 12 May and 13 May 1999.

Customs identified three entries of PVC from Korea by other companies. There were
two Australian importers; one importer advised the product was manufactured by
Hyundai and the other was unable to advise who was the manufacturer. There have
been no entries of PVC from other suppliers since the end of June 1999.

Customs has recommended that export prices be determined under s. 269TAB(3) of
the Act using the CFR and free on board (FOB) prices less the cost of overseas
freight as applicable.

Export price calculations are shown at Confidential Attachment 6.
7.2.4 Singapore

The goods exported to Australia from Singapore are manufactured by SPC. There
was one Australian importer.

SPC provided a submission to Customs. Customs visited the Australian importer on
29 April 1999 and visited SPC on 23 and 24 May 1999.

Customs identified 13 exportations from Singapore to Australia during the
investigation period. There have been a further nine entries between 1 July 1999
and 8 September 1999. Customs notes that the invoiced prices for these shipments
were significantly higher than for the shipments in early 1999.

Customs’ investigation confirmed that SPC manufactured the goods and exported
them to Australia. The company’s Australian exports were arranged directly with the
Australian importer. There was no evidence of a relationship other than for
commercial trade between SPC and the Australian importer. Customs is satisfied
that the sales by SPC to the Australian importer were arms length transactions.

There are reasonable grounds to believe that the goods were exported to Australia
other than by the importer and were purchased by the importer from the exporter. All
exports were on a CIF basis.

Customs has determined export prices under s. 269TAB(1)(a) of the Act using the
CIF transactions less overseas freight and insurance charges.

Export price calculations are shown at Confidential Attachment 6.
7.3 NORMAL VALUES

Customs has refined slightly the information on normal values presented in the SEF.
These refinements have not materially changed the results of Customs’ analysis.



7.3.1  Hungary

In determining normal values for BorsodChem, Customs considered information
provided in its submission and gathered at the verification interview.

BorsodChem is the manufacturer and exporter of the goods under consideration. On
the Hungarian domestic market, BorsodChem sells PVC direct to end users. There
are no sales through agents.

BorsodChem declined to provide Customs with details of all of its domestic sales or
to provide sufficient information to enable Customs to confirm whether domestic
sales were in the ordinary course of trade. It was noted however, that some
information was provided by BorsodChem which indicated that in the last two
quarters of 1998, domestic sales of all grades of PVC were profitable. BorsodChem
selected a domestic customer which it considered was a suitable customer for the
purpose of comparing domestic sales with the export sales to Australia.
BorsodChem provided details of that customer's sales for the last two quarters of
1998. That period closely aligned with the sales to Australia.

No market factor was identified to render the selected domestic sales to be
unsuitable within the meaning of s. 269TAC(2)(a) of the Act. Customs verified the
price paid by the domestic customer and is satisfied that the sales are arms length
transactions.

However, Customs considers that the concept of ‘ordinary course of trade’ is not
limited to s. 269TAAD of the Act. To be satisfied that the selected sales are
‘ordinary’ they need to be compared to the circumstances which pertain to other,
perhaps the majority, of sales. Customs did not have details of all domestic sales by
BorsodChem and it was unable to test if the selected sales were in the ordinary
course of trade. There were no known other sellers of like goods in Hungary.
Customs has not ascertained the normal value in accordance with s. 269TAC(1) of
the Act.

Insufficient verified cost information was available to determine a normal value under
s. 269TAC(2)(c) of the Act.

Customs next attempted to examine the price paid or payable for like goods sold to
an appropriate third country, using the provisions of s. 269TAC(2)(d) of the Act.
BorsodChem did provide third country sales information but it could not be verified.
Customs could not determine that sales to a selected customer were at arms length
and it was not possible to identify other export customers in appropriate countries
that purchased in similar volumes or circumstances to the Australian importer.
Normal value cannot be determined under s. 269TAC(2)(d) of the Act.

Customs has recommend that the normal values be determined under s. 269TAC(6)
of the Act, using domestic sales from BorsodChem to the nominated domestic
customer adjusted to account for different circumstances between domestic and
export sales. Customs considers that this is the best available information.

In its submission BorsodChem claimed an adjustment for inland freight. The normal
value report recommended that export inland freight and credit terms be adjusted as
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these cost differences between domestic and export sales were verified. Customs
has recommended that the domestic sales be adjusted for verified differences in
relation to export inland freight and credit terms to determine the normal value.

Normal value calculations are shown at Confidential Attachment 7.
7.3.2 Indonesia
Asahimas

In determining normal values for Asahimas, Customs considered information
provided in its submission and gathered at the verification interview.

Asahimas is the manufacturer and exporter of the goods under consideration. On
the Indonesian domestic market, Asahimas sells PVC to end users and dealers.

Asahimas declined to provide Customs with details of all domestic sales. There are
numerous end users in the domestic market of which Asahimas has an association
with two. Asahimas provided Customs with domestic sales details for a dealer which
it argued were more comparable to export sales to Australia than sales to the other
dealer and end users. The reasons proffered for this selection were that the
Australian importer and the selected dealer are at the same level of trade and have a
similar number of end user customers, both purchased a similar volume of PVC from
Asahimas over the investigation period, the payment terms are comparable and sales
to both customers are in the same currency. These claims were verified by Customs
during the visit.

No market factor was identified to render the selected domestic sales to be
unsuitable within the meaning of s. 269TAC(2)(a) of the Act. Customs verified the
price paid by the domestic customer and is satisfied that the sales are arms length
transactions. Sufficient verified cost information was available to enable an accurate
assessment to be undertaken to determine if the domestic sales to the proffered
customer were conducted in the ordinary course of trade.

However, Customs considers that the concept of ‘ordinary course of trade’ is not
limited to s. 269TAAD of the Act. To be satisfied that the selected sales are
‘ordinary’ they need to be compared to the circumstances which pertain to other,
perhaps the majority, of sales. The selected sales account for a small percentage of
domestic sales. Insufficient details of other domestic sales were provided to enable
Customs to test if the selected sales were in the ordinary course of trade. There
were other sellers of like goods in Indonesia but they declined to provide information
to the investigation. Customs has not ascertained the normal value in accordance
with s. 269TAC(1) of the Act.

As normal value could not be assessed under 269TAC(1) of the Act, the next
recourse was 269TAC(2)(c) of the Act. Customs examined the cost to manufacture
the goods in Indonesia and the selling, general and administrative (SG&A) expenses
associated with the sale on the basis that the goods instead of being exported had
been sold for home consumption.

Customs’ investigation team verified the cost to make and sell (CTMS) PVC,
including the cost of the major raw material. The transfer price was verified and



compared to independently available data; this price recovered all costs. Customs
also compared the verified costs with estimates obtained from costing models
prepared by international marketing organisations; it found that the total cost before
depreciation for an integrated PVC plant was similar to the verified cost. Sufficient
information was available and verified to determine a constructed normal value.

Customs has recommended that normal values be determined under
s. 269TAC(2)(c) of the Act, using the cost to manufacture the goods in Indonesia and
the SG&A expenses associated with the sale on the basis that the goods instead of
being exported had been sold for home consumption. An amount for profit to be
added has been calculated from data observed in all of the markets examined
throughout the investigation.

In its submission, Asahimas claimed adjustments to cover differences between
export and domestic sales in relation to warehousing costs, royalty and management
fees, domestic freight and insurance charges, interest on inventory and FOB
charges, including fumigation costs. The normal value report recommended that
normal values be determined under s. 269TAC(1) of the Act and that the price paid
be adjusted for warehousing costs, royalty and management fees, domestic delivery
and insurance charges and FOB charges. Customs has recommended, under the
provision of s. 269TAC(9) of the Act, that the constructed CTMS be adjusted to
account for verified differences between domestic and SG&A expenses (including
warehousing costs and royalty and management fees), domestic delivery costs and
FOB charges.

Normal value calculations are shown at Confidential Attachment 7.

Other Exporters

Customs notified Maspion and Satomo’s Singapore agent, Sumitomo, that the
investigation was initiated and invited them to make a submission. Maspion did not
respond to Customs’ invitation. Sumitomo verbally advised Customs that it was not
going to provide a submission. The other exporter of Indonesian origin goods agreed
to provide information to Customs and was visited on 30 May 1999.

For the 12 shipments from the two manufacturers, Customs does not have sufficient
information to determine normal values under s. 269TAC(1) or (2) of the Act. It has
recommended that normal values for those exporters be determined under
s. 269TAC(6) of the Act using verified CTMS information from the manufacturer
visited, adjusted for costs verified in relation to domestic delivery and FOB charges.
This results in normal values higher than they might otherwise have been.

For the remaining exporter (eight shipments), PVC of Indonesian origin was exported
from another country. Customs has recommended, in accordance with
s. 269TAC(10) of the Act, that normal values be determined as if Indonesia was the
country of export. Customs does not have sufficient information to determine normal
values under s. 269TAC(1) or (2) of the Act. Customs has recommend that normal
values be determined under s. 269TAC(6) of the Act using verified CTMS information
from the manufacturer visited adjusted for costs verified in relation to freight to the
country of export, freight, fumigation and packing costs in the country of export, FOB
charges and sales commission.
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Normal value calculations are shown at Confidential Attachment 7.
7.3.3 Korea
Hanwha

In determining normal values for Hanwha, Customs considered information provided
in Hanwha'’s original submission, information gathered at the verification interview
and information in Hanwha’s submission in response to the SEF. Customs also
considered this information when examining details relating to sales through agents
located in Korea and Singapore. Two of the selling agents provided information to
the investigation and were visited on 30 May 1999.

Hanwha is the manufacturer and exporter of the goods under consideration. On the
Korean domestic market, Hanwha sells PVC directly to end users and also through
distributors.

Hanwha provided Customs with a computer-generated list of all domestic sales of
PVC for the period July 1998 to April 1999. Hanwha would only provide the listing of
sales without customer names; however, the list of customer names was sighted by
the investigation team. From the sales listing Customs selected random
transactions. Evidence of sales directly to end users and through agents was
verified.

No market factor was identified to render the domestic sales to be unsuitable within
the meaning of s. 269TAC(2)(a) of the Act. Customs verified the price paid by
domestic customers and an agent and is satisfied that the sales are arms length
transactions. Sufficient verified cost information was available to enable an accurate
assessment to be undertaken to determine that domestic sales were conducted in
the ordinary course of trade.

Initially, Customs concluded that the normal value could be determined under
s. 269TAC(1) of the Act using the weighted average selling price of domestic sales.
However, Customs was unable to verify total sales revenue for PVC to company
accounts and this raised the question as to whether the sales data was sufficiently
verified. Customs could not be satisfied that all relevant data had been verified.
There are other sellers of like goods in Korea but they initially declined to provide
information to the investigation. Customs has not ascertained the normal value in
accordance with s. 269TAC(1) of the Act.

Customs examined the cost to manufacture the goods in Korea and the SG&A
expenses associated with the sale on the basis that the goods instead of being
exported had been sold for home consumption. Sufficient information was available
and verified to determine a constructed normal value.

Customs has recommended that normal values be determined under
s. 269TAC(2)(c) of the Act, using the cost to manufacture the goods in Korea and the
SG&A expenses associated with the sale on the basis that the goods instead of
being exported had been sold for home consumption. An amount for profit to be
added has been calculated from data observed in all of the markets examined
throughout the investigation.



Hanwha did not claim any adjustments in its submission. The normal value report
considered adjustments for inland freight, credit terms, waste levy, 5

, VAT and selling and administration costs. Adjustments for inland freight, credlt
terms, waste levy, and selling and administration costs were
recommended. Customs has recommended, under the provision of s. 269TAC(9) of
the Act, that the constructed CTMS be adjusted to account for the verified differences
between export and domestic sales in relation to inland freight and FOB charges,
credit terms, waste levy, and selling and administration costs.

For the shipments through the selling agents, Customs does not have sufficient
information to determine normal values under s. 269TAC(1) or (2) of the Act. It has
recommended that normal values for those suppliers be determined under
s. 269TAC(6) of the Act using the normal values established for Hanwha adjusted to
include a

Normal value calculations are shown at Confidential Attachment 7.

Other Exporters

LG provided a submission in response to the SEF. No other exporters or selling
agents of PVC from Korea provided information to the investigation. Discussion of
issues in the submission is at section 11 of this report.

For the remaining manufacturers and selling agents, Customs does not have
sufficient information to determine normal values under s. 269TAC(1) or (2) of the
Act. It has recommended that normal values for those exporters be determined
under s. 269TAC(6) of the Act using CTMS information from the manufacturer visited
adjusted for costs verified in relation to inland freight and FOB charges, waste levy
and ascertained credit terms. In relation to selling agents, Customs also considers
that a should be included. These adjustments result in normal values for
both manufacturers and selling agents higher than they might otherwise have been.

Normal value calculations are shown at Confidential Attachment 7.
7.3.4 Singapore

In determining normal values for SPC, Customs considered information provided in
SPC’s submission and gathered at the verification interview.

SPC is the manufacturer and exporter of the goods under consideration. On the
Singapore domestic market, SPC sells PVC direct to end users.

SPC provided a complete list of its domestic sales for the period January to March
1999. Customs chose one of SPC’s customers for further inquiry and a detailed list
of all PVC sales for the period July 1998 to April 1999 was obtained. This customer
was chosen as being suitable for comparison on the basis of similar volumes and
level of trade.

Customs found no evidence to indicate that the transactions were influenced by any
relationship between the buyer and seller. Customs concluded that SPC sales on the
domestic market were arms length transactions.
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Based on the information provided and its verification, Customs established that the
price paid in respect of a substantial quantity of the goods for an extended period of
time did not recover the costs incurred in the production and sale of PVC within a
reasonable period of time.

Domestic sales by SPC were not in the ordinary course of trade in accordance with
s. 269TAAD of the Act. SPC is the only manufacturer of PVC in Singapore. Normal
value could not be determined under s. 269TAC(1) of the Act.

Customs examined the cost to manufacture the goods in Singapore and the SG&A
expenses associated with the sale on the basis that the goods instead of being
exported had been sold for home consumption. Sufficient information was available
and verified to determine a constructed normal value for the period July 1998 to April
1999.

Customs has recommended that normal values be determined under
s. 269TAC(2)(c) of the Act, using the cost to manufacture the goods in Singapore
and the SG&A expenses associated with the sale on the basis that the goods instead
of being exported had been sold for home consumption.

SPC claimed adjustments for local transport and payment terms. The normal value
report recommended adjustments for credit terms and the difference between
domestic and export inland freight and packing. Customs has recommended, under
the provision of s. 269TAC(9) of the Act, that the constructed CTMS be adjusted to
account for verified differences between export and domestic sales in relation to
credit terms, inland freight and packing.

Normal value calculations are shown at Confidential Attachment 7.
7.4 DUMPING MARGINS

A dumping margin is the amount by which the export price is less than the normal
value. It is expressed as a percentage of the export price. The margin may be
established on the basis of a comparison of either:

° weighted averages of comparable normal values and export prices; or

o normal values and export prices on a transaction by transaction basis; or

o individual export prices and normal values over part or parts of the investigation
period, and weighted average export prices and normal values over another
part, or other parts of the investigation period; or

o a weighted average of normal values and individual export price transactions (if
the export price differs significantly between purchasers, regions, or time
periods).

The method of calculation used to assess dumping margins for this report was the
quarterly weighted averages of comparable normal values and export prices over the
investigation period. The base date used for comparison purposes was the export
invoice date.

Maximum dumping margins found for PVC exported from Hungary, Indonesia, Korea
and Singapore are shown in the Table below.



Table 1: Maximum Dumping Margins

Country Exporter Maximum Dumping Margins
Hungary BorsodChem 22.4%
Indonesia Asahimas 1.9%

Other seller 0%

Other manufacturers 9.8%
Korea Hanwha 9.2%

Hanwha through agents 13.6%

Other manufacturers 25.9%

Other sellers 33.8%
Singapore SPC 0.3%

Note: negative dumping margins have been expressed as 0%.
Dumping margin calculations are shown at Confidential Attachment 8.
7.4.1 Negligible dumping margins

Section 269TDA(1) of the Act requires the Chief Executive Officer of Customs (CEO)
to terminate an investigation, in relation to an exporter, where there has been

o no dumping by the exporter, or

o where all of the exporter's dumping margins are negligible (de minimus), ie.
where all margins worked out under s. 269TACB of the Act, when expressed
as a percentage of the export price or weighted average of export prices, are
less than 2%.

Dumping margins for exports by Asahimas and from Indonesia and for SPC
from Singapore, when calculated on the basis of quarterly weighted averages of
comparable normal values and export prices, were below this threshold (ie less than
2%).

7.4.2 Negligible volume of dumped goods
Section 269TDA(3) of the Act provides that

if the volume of goods exported to Australia, over a reasonable examination
period (whole or substantial part of the investigation period), from a particular
country, that have been dumped is negligible, the CEO must terminate the
investigation so far as it relates to that country.

This section defines a negligible volume of dumped goods as that which, when
expressed as a percentage of the total Australian import volume is less than 3%.

Section 269TDA(5) of the Act provides that

imports of dumped goods may be "aggregated" from countries that individually
constitute less than 3% of the total Australian import volume over a
reasonable examination period. If cumulatively the aggregated volumes
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account for more than 7% of the total Australian import volume they are not
considered negligible.

Section 269TDA(6) of the Act provides that

the fact that the dumping margin, or each of the dumping margins, in relation
to a particular exporter, is less than 2% does not prevent exports by that
exporter being taken into account in working out the total volume of goods
from a country that have been dumped or in aggregating for the purposes of
subsection (5), the volumes of goods dumped.

The volume of dumped imports from Indonesia and Singapore were less than 3%
each and totalled less than 7% of the total Australian import volume.

7.4.3 Termination of investigation

While the CEO has the power to terminate an investigation, it is first necessary to
determine if dumping has or has not occurred. This determination can only be made
by the Minister. Customs attempted to arrange for the Minister to make the
necessary determinations that would enable the CEO to consider the
appropriateness of a decision to terminate the investigation as far as it related to
these exporters. The necessary determinations were not made before Customs
completed its investigation and submitted its recommendations to the Minister.

Dumping volume calculations are shown at Confidential Attachment 9.



8 THE ECONOMIC CONDITION OF THE INDUSTRY

8.1 APPLICANT’S CLAIMS

Australian Vinyls claimed that it commenced to experience financial injury from
January 1999, however, it claims it suffered price depression and price undercutting
and an adverse affect on market share prior to the beginning of 1999. In its
application, Australian Vinyls provided copies of market visit reports prepared by its
staff. These reports alerted the local industry to the nature of import offers and the
existence of price undercutting throughout the 3™ and 4™ quarters of 1998.

In its application, Australian Vinyls claimed injury in the form of:

price undercutting;

price depression;

price suppression;

lost sales and effect on market share; and
reduced profitability.

8.2 CUSTOMS’ ASSESSMENT

Customs examined the Australian market from October 1997 to June 1999 for the
purposes of its injury analysis. Customs compared Australian Vinyls’ performance
from July 1998 onwards (the claimed injury period) with its performance from October
1997 to June 1998.

Customs found that negligible dumping margins applied to PVC that had been
exported by Asahimas and from Indonesia and by SPC from Singapore.
Customs also calculated that negligible volumes of PVC had been exported from the
remaining exporters in Indonesia at dumped prices. As previously stated, the
necessary determinations were not made before Customs completed its investigation
and submitted its recommendations to the Minister.

As no determination was made in relation to dumping margins for Indonesia and
Singapore and no decision was made to terminate the relevant parts of the
investigation, exports from Indonesia and Singapore have been included in the
following analysis of injury.

8.2.1 Volume trends

The Australian market

Customs estimated the size of the Australian market for PVC using verified
information on domestic sales by Australian Vinyls and information on imports from
TRACE. Most of the information on imports was verified during industry visits by
Customs’ staff.

The Australian market for PVC was relatively stable, fluctuating around 50,000
tonnes per quarter, although it did increase by about 10% in the 2™ quarter of 1999.
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The market for the 3™ quarter of 1999 has been estimated using data for July and
August. This indicates that the market has grown by almost 25% in this period.

Details of sales volumes and market shares for 1998-99 are at Confidential
Attachment 10 and details for the 3™ quarter of 1999 are at Confidential
Attachment 11.

Import volumes

Customs obtained information on imports to 8 September 1999 and extended its
analysis of the volume of PVC imported from all countries from July 1997 to
8 September 1999. The results are illustrated in the graph below.

Chart 4: Import volumes
Qtr 4/97 Qtr 1/98 Qtr 2/98 Qtr 3/98 Qtr 4/98 Qtr 1/99 Qtr 2/99 Qtr 3/99 2 Mth
B Countries Under Investigation OOther C ountries

The total volume of imported PVC increased by about 65% in the nine months to
June 1998. The volume further increased by 30% over the six months to December
1998. This volume was maintained in the 1% quarter of 1999. The volume of imports
declined by 10% in the 2" quarter of 1999, but was higher than the volume achieved
prior to the claimed commencement of injury.

It is estimated that the volume of imports will more than double in the 3™ quarter of
1999.

The volume of PVC from the four countries under inquiry almost tripled in the nine
months to June 1998. The volume further increased by almost 20% over the six
months to December 1998, increased by a further 20% in the 1* quarter of 1999 and
declined by about 50% in the 2" quarter of 1999. Korea was the largest supplier,
with imports from this source more than doubling in the 12 months to March 1999;
imports from this source declined by 70% in the 2nd quarter of 1999. Imports from
Indonesia and Singapore were also significant. Imports from Indonesia increased in



the 2" quarter of 1999 and were more than double the volume achieved in the 2™
quarter of 1998. Imports from Singapore were significant in the last six months of
1998, but declined in the first six months of 1999.

The estimated volume of imports from Indonesia, Korea and Singapore increased
significantly in the 3™ quarter of 1999.

Australian Vinyls’ sales volume

Australian Vinyls provided information on its sales of PVC in its application. The
sales volumes verified by Customs differed slightly from this information.

The volume of Australian Vinyls’ domestic sales of PVC increased by about 6% over
the nine months to June 1998. Sales volume declined by about 6% over the six
months to December 1998 and declined by a further 8% in the 1% quarter of 1999.
Sales volume increased by 19% in the 2™ quarter of 1999 to a level higher than that
achieved prior to the claimed commencement of injury.

Australian Vinyls’ estimated sales volume increased by a further 5% in the 3™ quarter
of 1999.

Market shares

Australian Vinyls’ market share declined by 4 percentage points in the nine months to
June 1998 and declined by a further 4 percentage points to December 1998. Its
market share declined by a further percentage point in the 1% quarter of 1999, but
increased by 4 percentage points in the 2" quarter of 1999. Its market share
declined by 1 percentage point in the 12 months to June 1999.

Australian Vinyls’ estimated market share fell by 12 percentage points in the 3"
quarter of 1999; as noted above, this market that has grown significantly.

The market share of imports from the four countries under inquiry increased by
6 percentage points in the nine months to June 1998 and increased by a further
2 percentage points to December 1998. The market share of PVC from these
countries increased by a further 4 percentage points in the 1% quarter of 1999, but fell
by 9 percentage points in the 2" quarter of 1999.

The estimated market share of PVC from the nominated countries increased by
9 percentage points in the 3™ quarter of 1999.

The market share of imports from Korea increased by 4 percentage points in the nine
months to June 1998. This market share was maintained over the next six months
and increased by a further 6 percentage points in the 1% quarter of 1999 then fell by
7 percentage points in the 2" quarter of 1999. The market share of PVC from
Indonesia peaked in the 4™ quarter of 1998 and has maintained this market share
since. The market share of PVC from Singapore has declined each quarter since the
3 quarter of 1998.
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The following graph illustrates the movement in quarterly market shares for PVC.

Graph 1: Australian market
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8.2.2 Price trends

Price depression/undercutting

Price undercutting occurs when a company sells goods at a price below that
achieved by its competitors, while price depression occurs when a company, for
some reason, lowers its prices. Customs considers that the market visit reports
provided by Australian Vinyls are prima facie evidence of price undercutting.
However, Customs examined actual prices in the market place to analyse this claim.
It found that the price of PVC from Korea and Singapore consistently undercut
Australian Vinyls’ monthly weighted average selling prices for domestically produced
PVC. The price of PVC from Indonesia undercut Australian Vinyls’ price on one
occasion; this was in respect of one small shipment. The price of PVC from Hungary
did not undercut Australian Vinyls’ price.

Customs noted that Australian Vinyls sells to a number of customers while Singapore
Polymer sells to one customer in Australia. It compared Australian Vinyls’ price to
this customer with the price the same customer was paying for PVC from Singapore.
Prices were comparable; some months the imported price was lower, in others
Australian Vinyls' price was lower.

Customs had insufficient information to undertake this comparison for PVC from
other sources. It did not have information on all sales by importers and some
importers sold to customers that did not purchase PVC from Australian Vinyls.
Where comparisons were possible, Customs found the price of PVC from Korea
generally undercut Australian Vinyls' price.

Customs calculated Australian Vinyls' quarterly weighted average selling prices for
PVC. It fo