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STATEMENT OF REASONS

Concerning the making of final determinations with
respect to the dumping and subsidizing of

CERTAIN ALUMINUM EXTRUSIONS
ORIGINATING IN OR EXPORTED FROM

THE PEOPLE'S REPUBLIC OF CHINA

DECISION

On February 16,2009, pursuant to paragraph 41(1)(a) ofthe Special Import Measures Act, the
President of the Canada Border Services Agency made final determinations of dumping and
subsidizing respecting aluminum extrusions produced via an extrusion process, of alloys having
rnetallic e1ements falling within the alloy designations published by The Aluminum Association
commencing with 1,2,3,5,6 or 7 (or proprietary or other certifying body equivalents), with the
finish being as extruded (mill), mechanical, anodized or painted or otherwise coated, whether or
not worked, having a wall thickness greater than 0.5 mm, with a maximum weight per meter of
22 kilograms and a profile or cross-section which fits within a circle having a diameter of
254 mm, originating in or exported from the People's Republic of China.

Cet Énoncé des motifs est également disponible en français. Veuillez vous reporter à la section "Renseignements".
This Statement ofReasons is also available in French. Please refer to the "Information" section.
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SUMMARY OF EVENTS

[1] On July 4, 2008, the Canada Border Services Agency (CBSA) received a complaint from
Almag Aluminum Inc. of Brampton, Ontario, Apel Extrusions Limited of Calgary, Alberta,
Can Art Aluminum Extrusion Inc. of Brampton, Ontario, Metra Aluminum Inc. of
Laval, Quebec, Signature Aluminum Canada Inc. (formerly Bon L Canada Inc.) of
Richmond Hill, Ontario, Spectra Aluminum Products Ltd. of Bradford, Ontario and
Spectra Anodizing Inc. ofWoodbridge, Ontario (Complainants) alleging that imports of certain
aluminum extrusions originating in or exported from the People's Republic of China (China) are
being dumped and subsidized and causing injury to the Canadian industry.

[2] On July 18,2008, pursuant to subsection 32(1) of the Special Import Measures Act
(SIMA), the CBSA informed the Complainants that the complaint was properly documented.
The CBSA also notified the government of China (GOC) that a properly documented complaint
had been received and provided the GOC with the non-confidential version of the subsidy
complaint.

[3] The Complainants provided evidence to support the allegations that aluminum extrusions
from China have been dumped and subsidized. The evidence also discloses a reasonable
indication that the dumping and subsidizing has caused injury or is threatening to cause injury to
the Canadian industry producing these goods.

[4] On August 13,2008, the CBSA received written preliminary comments from the GOC
concerning the evidence presented in the non-confidential version of the subsidy complaint and
comments concerning the CBSA's practices in previous subsidy investigations involving China.
The GOC claimed that the complaint lacks sufficient evidence to initiate a subsidy investigation
on aluminum extrusions. The GOC also claimed that the complaint fails to provide supporting
evidence to show that subsidies applied to the aluminum extrusions sector in China. The CBSA
considered the representations made by the GOC in its analysis of whether there was sufficient
evidence of subsidizing to warrant an investigation.

[5] On August 14, 2008 consultations were held with the GOC pursuant to Article 13.1 ofthe
Agreement on Subsidies and Countervailing Measures. During these consultations, the GOC
made representations with respect to its views on the evidence presented in the non-confidential
version of the subsidy complaint.

[6] On August 18, 2008, pursuant to subsection 31 (1) of SIMA, the President of the CBSA
(President) initiated investigations respecting the dumping and subsidizing of certain aluminum
extrusions from China. On the basis of the available information, the CBSA concluded that there
was sufficient evidence to initiate a section 20 inquiry concurrently with the dumping and
subsidy investigations to examine the degree of GOC involvement in the aluminum extrusions
sector and the related impact on pricing.

[7] Upon receiving notice of the initiation of the investigations, the Canadian International
Trade Tribunal (Tribunal) started a preliminary injury inquiry into whether the evidence
discloses a reasonable indication that the alleged dumping and subsidizing of certain aluminum
extrusions from China have caused injury or retardation or are threatening to cause injury to the
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Canadian industry producing the goods. On October 17,2008, the Tribunal determined that
there is evidence that discloses a reasonable indication that the dumping and subsidizing of
certain aluminum extrusions have caused injury.

[8] On November 17,2008, as a result of the CBSA's preliminary investigations and
pursuant to subsection 38(1) of SIMA, the President made preliminary determinations of
dumping and subsidizing with respect to certain aluminum extrusions originating in or exported
from China.

[9] The CBSA continued its investigations and, on the basis of the results, the President is
satisfied that certain aluminum extrusions originating in or exported from China have been
dumped and subsidized and that the margins of dumping and the amounts of subsidy are not
insignificant. Consequently, on February 16,2009, the President made final determinations of
dumping and subsidizingpursuant toparagraph 41(1)(a) of SIMA.

[10] The Tribunal's inquiry into the question ofinjtiry to the Canadian industry is continuing.
Provisional duties will continue to be imposed on the subject goods until the Tribunal renders its
decision. The Tribunal will issue its finding by March 17, 2009.

PERIOD OF INVESTIGATION

[11] The period of investigation, with respect to dumping (Dumping POl), covered aIl subject
goods released into Canada from July 1,2007 to June 30,2008.

[12] The period of investigation, with respect to subsidizing (Subsidy POl), covered aIl
subject goods released into Canada from January 1,2007 to June 30, 2008.

INTERESTED PARTIES

Complainants

[13] The Complainants are major producers of aluminum extrusions in Canada, accounting for
a major proportion of the domestic industry for like goods.

The name and address of the Complainants are:

Almag Aluminum Inc.
22 Finley Road
Brampton, ON
L6T 1A9

Apel Extrusions Limited
7929-30 Street S.E.
Calgary, AB
T4C 1H7
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Can Art Aluminum Extrusion Inc.
85Parkshore Drive
Brampton, ON
L6T 5MI

Metra Aluminum Inc.
2000 Fortin Boulevard
Laval, QC
H7S IP3

Signature Aluminum Canada Inc.
500 Edward Avenue
Richmond Hill, ON
L4C 4Y9

Spectra Aluminum Products Ltd.
95 Reagens Industrial Parkway
Bradford, ON
L3Z2A4

Spectra Anodizing Inc.
201 Hanlan Rd
Woodbridge, ON
L4L 3R7

[14] Three other producers ofthe like goods, Extrudex Aluminum, Daymond Aluminum and
Kaiser Aluminum Canada Ltd. provided letters supporting the complaint.

Exporters

[15] At the initiation of the investigations, the CBSA had identified 261 potential exporters of
subject goods from customs import documentation and fromthe complaint.

[16] The CBSA sent a Dumping Request for Information (RFI) and Subsidy RFI to each of
the identified potential exporters of the goods.

[17] As part of the CBSA's section 20 inquiry, the CBSA also sent section 20 RFIs to each of the
identified potential exporters and producers ofthe goods located in China.

[18] While many ofthe export sales from China appear to involve international vendors and
tradingcompanies, in most instances the goods are shipped directly to Canada from China and
the Chinese manufacturer is considered to be the exporter ofthe goods. However, sorne goods
originating from China may be shipped ~o an intermediary country, such as the United States of
America (USA) and subsequently exported to Canada. In these situations, the exporter ofthe
goods is generallylocated in the intermediary country.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 3



[19] Complete and timely responses to the CBSA's dumping RFI were received from
seven exporters, including six exporters located in China as well as one exporter located in the
USA which is exporting goods originating from China to Canada. The six exporters located in
China also provided complete and timely responses to the section 20 inquiry RFI and the
subsidy RFI.

[20] After the dumping and subsidy preliminary determinations on November 17, 2008, the
CBSA conducted on-site verifications at the end ofNovember and early December 2008 with
these six exporters, as follows:

• Kam Kiu Aluminum Extrusion Co., Ltd.
• Press Metal International Ltd. (China)
• Panasia Aluminum (China) Limited
• Pingguo Asia Aluminum Co., Ltd.
• Guangdong WeiyeAluminum Factory Co Ltd.
• Guangdong Jianmei Aluminum Profile Factory Co., Ltd.

[21] During the course of the on-site verification with one of the Chinese exporters,
Pingguo Asia Aluminum Co., Ltd. (Pingguo), there were issues with respect to the accuracy and
reliability of their information. As a result, this exporter was considered non-cooperative for
purposes of the final determinations.

[22] Another Chinese exporter, Press Metal International Ltd. (China) (PMI), cooperated in the
dumping verification but failed to·provide requested information and documentation relating to the
subsidy verification. For purposes of the subsidy final determination, this exporter was considered
non-cooperative.

[23] The other four Chinese exporters fully cooperated during the on-site dumping and subsidy
verifications.

[24] In addition, during the course ofthe investigation, desk audits were performed by the CBSA on
a number of exporter RFI submissions, including late exporter submissions received after the deadline
date. Three Chinese exporters provided complete dumping and subsidy RFI responses and fully
cooperated during these desk audits for purposes of the final determinations. A desk audit was also
performed by the CBSA on one exporter located i,n the USA, which was exporting goods originating
from China to Canada through two subsidiaries. This exporter also provided complete dumping RFI
responses and fully cooperated for purposes of the investigation. These additional cooperating
exporters are:

• China Square Industrial Limited (China)
• Guangya Group - Foshan Guangcheng Aluminum Co. Ltd. (China)
• Guangya Group - Guang Ya Aluminum Industries Co. Ltd. (China)
• Hunter Douglas Designer Shades (USA)
• Hunter Douglas Window Fashions (USA)
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[25] Several other exporters and trading companies provided incomplete responses to the
CBSA's dumping, subsidy, or section 20 RFIs, and their information will not be taken into
consideration for purposes of the investigations.

Importers

[26] At the initiation of the investigations, the CBSA identified 535 potential importers of
subject goods based on a review of customs import documentation and information provided in
the complaint.

[27] The CBSA sent an RFI to aIl potential importers of the goods. Responses to the CBSA's
importer RFI were received from 43 importers.

[28] There may be instances where the importer in Canada for SIMA purposes may be a
different party than the importer of record. For certain transactions involving non:-resident
importers, the CBSA examined available information conceming the importations for purposes
of identifying the importer in Canada.

Government of China

[29] For the purposes of these investigations "Govemment of China" refers to allieveis of
govemment, i.e. federal, central, provincial/state, regional, municipal, city, township, village,
local, legislative, administrative or judicial, singular, collective, elected or appointed. It also
includes any person, agency, enterprise,or institution acting for, on behalf of, or under the
authority of any law passed by, the govemment ofthat country or that provincial, state or
municipal or other local or regional government.

[30] At the initiation ofthe investigations, the CBSA sent a subsidy and a section 20 RFI to
the GOC. While the GOC provided a substantially complete response to the section 20 RFI, the
GOC's subsidy response was found to be incomplete and was not used for the preliminary
determination.

[31] During the final stage of the investigation, after being advised by the CBSA that its
original subsidy RFI response was incomplete, the GOC provided additional subsidy
information. However, this additional information was filed very late in the investigation, which
left the CBSA insufficient time to analyze andverify the information before the legislated final
determination date. The GOC was. advised that the information was not submitted in a timely
fashion and that its subsidy information would not be used for purposes of the investigation.
Additional details on this matter are provided subsequently in this report under "Subsidy
Investigation".

Surrogate Countries

[32] As part of the CBSA's section 20 inquiry, an RFI was also sent to producers in India,
Malaysia, Mexico and Chinese Taipei, which are not subject to the present dumping
investigation. No responses to these RFIs were received.
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PRODUCT DEFINITION

[33] For the purpose ofthes~ investigations, the subject goods are defined as:

"Aluminum extrusions produced via an extrusion process, of alloys having metallic
elements falling within the alloy designations published by The Aluminum Association
commencing with 1,2,3,5,6 or 7 (or proprietary or other certifying body equivalents), with
the finish being as extruded (mill), mechanical, anodized or painted or otherwise coated,
whether or not worked, having a wall thickness greater thanO.5 mm, with a maximum
weight per meter of 22 kilograms and a profile or cross-section which fits within a circle
having a diameter of254 mm, originating in or exported from thePeople's Republic
of China."

Additional Product Information!

[34] Extrusion is the process of shaping heated material by forcing it through a shaped
opening in a die with the material emerging as an elongated piece with the same profile as the
die cavity. For greater clarity, the subject goods do not include goods made by the process of
impact extrusion orcold extrusion. Impact (or cold) extrusion is commonly used to make
collapsible tubes such as toothpaste tubes or cans usually using soft materials such as aluminum,
lead and tin. Usually a small shot of solid material is placed in the die and is impacted bya ram,
which causes cold flow in the material. Impact (or cold) extrusion is not performed by the same
machinery or using the same inputs as the extrusion operations of the Complainants.

[35] Alloys are metals composed of more than one metallic element. Alloys used in
aluminum extrusions contain small amounts (usually less than five percent) of elements such as
copper, manganese, silicon, magnesium, or zinc which enable characteristics such as corrosion
resistance, increased strength or improved formability to be imparted to the major metallic
element, aluminuin. Aluminum alloys are produced to specifications in "International Alloy
Designations and Chemical Composition Limits for Wrought Aluminum and Wrought
Aluminum Alloys" published by The Aluminum Association. These specifications have
equivalent designations issued by other certifying bodies such as the International Standards
Organization (ISO).

[36] All aluminum extrusions are produced as either hollow or solid profiles. Hollow profile
extrusions generally cost more to produce and obtain higher prices than solid profile extrusions.
Extrusions are often produced in standard shapes such as bars, rods, pipes and tubes, angles,
channels and tees but they are also produced in customized shapes.

[37] In addition to 'as extruded' or mill finish, extrusions can be finished mechanically by
polishing, buffing or tumbling. Extrusions can have anodized finishes applied by means of an
electro-chemical process that forms a durable, porous oxide film on the surface of the aluminum.
AIso, they can befinished with liquid or powder paint coatings utilizing an electrostatic
application process.

1 This section is based on the complaint. CBSA Dumping Exhibit# 2, non-confidential version of the complaint,
pages 6-8.
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[38] The ability to produce the full range of profiles is determined by the extrusion and
ancillaryequipment. The Complainants cannot produce extrusions having a wall thickness less
than 0.5 mm or a weight greater than 22 kg per meter or a cross-section larger than would be
enclosed within a 254 mm diameter circle.

[39] Working or fabricating extrusions includes any operation performed other than
mechanical, anodized, painted or other finishing, prior to utilization of the extrusion in a finished
product. These can include precision cutting, machining, punching and drilling.

[40] Aluminum extrusions are wide1y used in many end-use applications that span numerous
market sectors. The main end-use sectors for aluminum extrusions are building and
construction, transportation, and engineered products. Uses for aluminum extrusions in the
building and construction industry coyer a wide range of products, including windows, doors,
railings, bridges, light poles, high-rise curtainwalls, framing members, and other various
structures. Uses for aluminum extrusions in the transportation industry include parts for
automobiles, buses, trucks, trailers, rail cars, mass transit vehicles, recreational vehicles, aircraft,
and aerospace. Aluminum extrusions are also used in many consumer and commercial products,
including, air conditioners, appliances, furniture, lighting, sports equipment, e1ectrical power
units, heat sinks, machinery and equipment, food displays, refrigeration, medical equipment, and
laboratoryequipment.2

Production Process3

[41] While details may vary from producer to producer, the process by which extrusions are
produced is essentially the same for aIl.

[42] The intended use ofthe product in which the aluminum extrusion will be applied
determines the specifications for the extrusion. Machinability, finish and environment ofuse
will determine the alloy to be extruded. The function of the profile will determine its design and
that of the die that shapes it.

[43] The extrusion process begins with an aluminum billet. The billet must be softenedby
heat prior to extrusion. The heated billet is placed.into the extrusion press, a powerful hydraulic
device wherein a ram pushes a dummy block that forces the softened metal through a precision
opening known as a die, to produce the desired shape. This simplified description of the process
is known as direct extrusion, which is the most common method in use today. Indirect extrusion
is a similar process. In the direct extrusion process, the die is stationary and the ram forces the
alloy through the opening in the die. In the indirect process, the diè is contained within the
hollow ram, which moves into the stationary billet from one end, forcing the metal to flow into
the ram, acquiring the shape of the die as it does so.

[44] The aluminum billet may be a solid or hollow form, commonly cylindrical, and is the
length charged into the extrusion press container. Tt is usually a cast product but may be a

2 Aluminum Extruders Council (www.aec.org).
3 This section is based on the complaint. CBSA Dumping Exhibit# 2, non-confidential version of the complaint,

pages 9-11.
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wrought product or powder compact. Often it is cut from a longer length of alloyed aluminum
known as a log.

[45] The billet and extrusion tools are preheated (softened) in a heating furnace. The 'melting
point of aluminum varies with the purity of the metal but is approximately 1,220° Fahrenheit
(660° Centigrade). Extrusion operations typically take place with billet heated to temperatures in
excess of700° F (375° C), and depending upon the alloy being extruded, as high as 930° F
(5000 C).

[46] The actual extrusion process begins when the ram starts applying pressure to the billet
within the container. Various hydraulic press designs are capable of exerting anywhere from
100 tons to 15,000 tons ofpressure. This pressure capacity of a press determines how large an
extrusion it can produce. The extrusion size is measured by its largest cross-sectional dimension,
sometimes referred to as its fit within a circumscribing circle diameter.

[47] As pressure is first applied, the billet is crushed against the die, becoming shorter and
wider until its expansion is restricted by full contact with the container walls. Then, as the
pressure increases, the soft (but still solid) metal has no place else to go and begins to squeeze
through the shaped orifice of the die to emerge on the other side as a fully formed extrusion or
profile.

[48] About 10 percent of the billet, including its outer skin, is left behind in the container.
The completed extrusion is cut off at the die and the remainder of the metal is removed to be
recycled. After it leaves the die, the still-hot extrusion may be quenched, mechanically treated
and aged.

Classification of Imports

[49] The aluminum extrusions subject to this complaint are normally imported into Canada
under the following 34 Harmonized System (HS) classification numbers:

7604.10.11.10
7604.1 0.11.90
7604.10.12.11
7604.10.12.19
7604.10.12.21
7604.10.12.22
7604.10.12.23
7604.10.12.24
7604.10.12.29
7604.10.20.11
7604.10.20.19
7604.10.20.21

7604.10.20.29
7604.10.20.30
7604.21.00.10
7604.21.00.20
7604.29.11.10
7604.29.11.90
7604.29.12.11
7604.29.12.19
7604.29.12.21
7604.29.12.22
7604.29.12.23
7604.29.12.24

7604.29.12.29
7604.29.20.11
7604.29.20.19
7604.29.20.21
7604.29.20.29
7604.29.20.30
7608.10.00.10·
7608.10.00.90
7608.20.00.10
7608.20.00.90

[50] This listing ofHS codes is for convenience ofreference only. Refer to the product
definition for authoritative details regarding the subject goods.
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CANADIAN INDUSTRY

[51] The Canadian industryfor aluminum extrusions is eomprised of the folIowing
eompames:

Almag Aluminum lue. of Brampton, Ontario,
Apel Extrusions Limited of Calgary, Alberta,
Can Art Aluminum Extrusion me. of Brampton, Ontario,
Daymond Aluminum of Chatham, Ontario,
Extrudex Alillninum of Woodbridge, Ontario,
Indalex Aluminum Solutions Group of Mississauga, Ontario,
Kaiser Aluminum Canada Ltd. of London, Ontario,
Kawneer Company Canada Ltd. of Searborough, Ontario,
Kromet International Ine. of Cambridge, Ontario,
Metra Aluminum me. of Laval, Quebee,
Signature Aluminum Canada Ine. (formerly Bon L Canada Ine.) of Richmond Hill, Ontario,
Speetra Aluminum Products Ltd. of Bradford, Ontario,
Speetra Anodizing Ine. of Woodbridge, Ontario.

IMPORTS INTO CANADA

[52] During the final phase of the investigations, the CBSA refinedthe estimated volume of
imports based on information from its internaI Customs Commercial Systems, Customs import
entry documentation and other information reeeived from exporters, importers and other parties.

[53] The folIowing table presents the CBSA's estimates of imports of certain aluminum
extrusions for purposes of the final determinations:

Imports ofCertain Aluminum Extrusions (July 1,2007 - June 30,2008)

Imports into Canada % of Total Imports
China 43%
U.S.A. 49%
AlI Other Countries 8%
Total Imports 100%

INVESTIGATION PROCESS

[54] Regarding the dumping investigation, information was requested from known and
possible exporters, vendors and importers, eoneerning shipments of certain aluminum extrusions
released into Canada during the Dumping POl of July 1,2007 to June 30, 2008. Information
related to potential aetionable subsidies was requested from known and possible exporters and
the GOC eoneerning finaneial contributions made to produeers or exporters of aluminum
extrusions of Chinese origin released into Canada during the Subsidy POl of January 1,2007 to
June 30, 2008.
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[55] In addition, known and possible exporters and producers of the goods along with the
GOC were requested to respond to the section 20 RFI for the purposes ofthe section 20 inquiry.
Aside from the aforementioned exporters which provided complete information and fully
cooperated for purposes of the final determinations, several exporters and trading companies
provided incomplete or deficient RFI replies. Information from these companies has not been
taken into consideration for purposes of the final determinations.

[56] The GOC provided a substantially complete response to the section 20 RFI by the
extended due date. As explainedpreviously, after being advised by the CBSA that its original
subsidy response was incomplete and would not be used for purposes of the preliminary
determination, the GOC provided additional supplementary subsidy information. However, this
additional information was filed very late in the investigation, which left the CBSA insufficient
time to analyze and verify the information before the legislated final determination date.

[57] The GOC was advised that the information was not submitted in a timely fashion and that
its subsidy information would not be used for purposes of the investigation. Notwithstanding
that the GOC's subsidy information was nQt used, the CBSA has established individual amounts
of subsidy for the cooperative Chinese exporters under a ministerial specification,

[58] In summary, 56 potential subsidy programs were investigated and the CBSA determined
that 15 of the potential subsidy programs were conferring benefits to the seven cooperative
Chinese exporters during the Subsidy POL

[59] As part of the final stage of the investigations,. case briefs and reply submissions were
provided by thelegal representatives of the GOC, the Complainants, three Chinese exporters and
one D.S. exporter ofChinese origin goods.

DUMPING INVESTIGATION

Section 20 Inquiry

[60] Section 20 of SIMA may be applied to determine the normal value of goods in a dumping
investigation where certain conditions prevail in the domestic market of the exporting country.
In the case of a prescribed country under paragraph 20(1)(a) of SIMA4, it is applied where, in the
opinion of the President, domestic prices are substantially determined by the government of that
country and there is sufficient reason to believe that they are not substantially the same as they
would be if they were determined in a competitive market. Where section 20 is applicable, the
normal value of goods is not determined based on domestic prices or costs in that country.

[61] For purposes of a dumping investigation, the CBSA proceeds on the presumption that
section 20 of SIMA is not applicable to the sector under investigation unless there is evidence to
suggest otherwise. The President may form an opinion where there is sufficient information that
the conditions set forth in paragraph 20(1)(a) of SIMA exist in the sector under investigation.

4 China is a prescribed country under Special Import Measures Regulation Section 17.1.
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[62] The mere existence ofsubstantial domestic priee determination by the government would
be insufficient to apply section 20 of SIMA. The CBSA is also required to examine the priee
effectresulting from substantial government determination of domestic prices and whether there
is sufficient information on the record for the President to have a reason to believe that the
resultingdomestic priees are not substantially the same as they would be in a competitive
market.

[63] The Complainants requested that section 20 be applied in the determination of normal
values due to the alleged existence of the conditions set forth in paragraph 20(1 )(a) of SIMA.
The Complainants provided information to support these allegations concerning the aluminum
extrusions sector in China.

[64] At the initiation of the investigation, the CBSA had sufficient evidence, supplied by the
Complainants, and from its own research, to support the initiation of a section 20 inquiry. The
information indicated that the priees of aluminum extrusions in China have been substantially
determined, indirectly, by various GOC industrial policies regarding the aluminum and
aluminutn extrusions industries and by export restrictions and tax changes for aluminum and
aluminum extrusions.

[65] Accordingly, the CBSA, at the initiation of the dumping investigation, sent section 20
RFIs to 160 known exporters of aluminum extrusions in China, as weIl as to the GOC requesting
detailed information related to the aluminum extrusions sector. In response to the section 20
inquiry and the relevant questionnaires, the CBSA received substantially complete and verifiable
responses from eight Chinese exporters and from the GOC.

[66] The eight cooperative exporters represent approximately 41% of the total exports to
Canada of subject goods, by volume during the Dumping POL These companies represent a far
smaller proportion of the Chinese domestic aluminum extrusions industry, which the GOC has
indicated is comprised of over 460 producers. 5 A section 20 inquiry assesses the domestic
industry sector as a whole. As such, the review of the aluminum extrusions sector is not limited
to an examination of the information provided by the cooperative exporters.

[67] In addition, the CBSA has obtained information from other sources such as previous
CBSA reports, market intelligence reports, public industry reports, newspaper and internet
articles as weIl as other government documents.

[68] For purposes of the preliminary determination, the President considered the cumulative
effect that the GOC's measures have exerted on the aluminum extrusions sector in China. The
information indicated that the wide range and material nature of the GOC measures have resulted
in significant influences on the aluminum industry, including the aluminum extrusions sector,
through means other than competitive market forces.

[69] Accordingly, the President formed the opinion that domestic priees in the aluminum
extrusions sector in China are substantially determined by the GOC and there is sufficient reason

5 CBSA Dumping Exhibit# 266. GOC Response to the Govemment's Request for Infonnation (section 20).

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page Il



to believe that the domestic prices are not substantially the same as they would be in a
competitive market.

[70] The CBSA continued with the section 20 inquiry during the final stage ofthe
investigation.

[71] Taking together aIl the information obtained during the course ofthe section 20 inquiry,
the President has affirmed the opinion made at the preliminary determination that domestic
priees in the aluminum extrusions sector in China are substantially determined by the GOC and
there is sufficient reason tobelieve that the domestic prices are not substantially the same as they
would be in a competitive market.

[72] Appendix 3 provides a summary of the findings considered by the President in affirming
this section 20 opinion.

Normal Value

[73] Normal values are generally based on the domestic selling prices ofthegoods in the
country of export, or on the full cost of the goods including administrative, selling and aIl other
costs plus a reasonable amount for profit.

[74] For purposes of the final determination, the CBSA has concluded that normal values
could not be determined on the basis of domestic selling prices in China or on the full cost of
goods plus profit, as the CBSA has affirmed the opinion made at the preliminary determination
that the conditions of section 20 exist in the aluminum extrusions sector in China.

[75] Where section 20 conditions exist, the CBSA will establish whether normal values can be
determined using the selling price, or the total cost and profit, of like goods sold by producers in
a surrogate country designated by the President pursuant to paragraph 20(1 )(c) of SIMA.
However, no surrogate country producers provided the information necessary to determine
normal values in accordance with this provision.

[76] Alternatively, normal values may be determined on a deductive basis starting with an
examination of the prices ofimportedgoods sold in Canada, from a surrogate country designated
by thelresident, pursuant to paragraph 20(1)(d) of SIMA. However, sufficient information was
not submitted by importers in response to the importer RFI to allow for the application of
paragraph 20(1)(d).

[77] Accordingly, the CBSA has used an alternatemethod to determine normal values for
cooperative exporters for purposes of the final determination, pursuant to a ministerial
specification under subsection 29(1) of SIMA.

[78] In the complaint, the Complainants submitted that India is an appropriate surrogate
country to be used for the calculation of normal values, since it is a major producer of aluminum
extrusions and has comparable wage rates. Additionally, the cost of the aluminum raw material
input to extruders in India should reflect international, market economy prices.
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[79] The CBSA finds that the Complainants' selection of India for purposes of establishing
costs for use in determining normal values is reasonable since both India and China are
developing countries and the President has designated India as the surrogate country for China
previously.

[80] As the cost of aluminum accounts for such a significant portion of the costs of producing
aluminum extrusions, the CBSA's starting point for determining normal values is based on the
monthly average settlement priee of aluminum as reported on the LondonMetal Exchange
(LME). The LME is the largest futures and contract market for various metals inc1uding
aluminum and is a global reference pricing source for purchases and sales of such goods.

[81] Amounts have been added to the LME priees for the cost to convert the aluminum into a
finished aluminum extrusion product, using information provided by the Complainants, adjusted
to reflect costs in India as a surrogate. Separate conversion costs have been established to
account for cost differenees relating to product that is "mill finished" andproduet that undergoes
additional finishing, such as anodizing or painting. An amount for administrative, selling and aIl
other costs has also been added using information provided by the Complainants, again adjusted
to reflect costs in India.

[82] Lastly, an amount for profit has been added to these costs based on the profit eamed by
the Complainants on domestic and export sales of the like goods for the 2007 calendar year in
order to determine normal values for the cooperative exporters.

Export Priee

[83] The export priee of goods sold to importers in Canada is generally calculated pursuant to
section 24 of SIMA based on the lesser of the adjusted exporter' s sale priee for the goods or the
adjusted importer' s purchase priee. These priees are adjusted where necessary by deducting the
costs, charges, expenses, duties and taxes resulting from the exportation of the goods as provided
for in subparagraphs 24(a)(i) to 24(a)(iii) of SIMA.

[84] In the case of sales to related importers in Canada, the CBSA performs a reliability test of
the export priee undersection 24 of SIMA. If the export priee under section 24 of SIMA is
found not to be reliable, then section 25 of SIMA would be used to determine export priees.

[85] For purposes of the final determination, export priees for the cooperative exporters were
determined using reportedexport pricing data provided by the exporters and importers of the
goods. For non-cooperative exporters, the exportprice was determined based on the import
pricing data availablefrom customs' information..

Export sales to Canada involving third parties (i.e. intermediaries) whieh are related to the
exporter

[86] For goods shipped directly to Canada from China, the exporter for SIMA purposes is
usually the Chinese producer of the goods (i.e. it is usually the producer which knowingly
releases the goods for direct shipment to Canada). However, there are situations where the
Chinese produeer has a related trading company/sales office (i.e., an intermediary) located
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elsewhere in China or in other jurisdictions which is involved in the export sale of goods to
Canada. While the goods are shippeddirectly to Canada from the producer's facilities,
frequently, there is an internaI saleltransfer price between the Chinese producer and the related
intermediary.

[87] Under section 24 of SIMA,export price isgenerally based on the lesser oftheexporter's
selling price and the importer's purchase priee. For certain cooperating exporters, the
sale/transfer price between the producer and the related intermediary was used for purposes of
estimating export price at the time of the preliminary determination.

[88] This issue was reconsidered as part of the final stage of the investigation. This inc1uded
an examination of the relationship between the producer and related intermediary and the manner
in which the sales to Canada were made during the POL The investigation revealed that the
producer and intermediary are part of the same corporate group and meet the definition of
"associated persons" in SIMA. It was found that the intermediary and producer did not deal with
each other at arm's length, and in fact wereoperating as a single business entity on sales of
subject goods to Canada during the POL That is, the related intermediary was acting to facilitate
the producer' s sale of goods to the Canadian market and was not acting in its own commercial
interest or assuming the commercial risk associated with such sales.

[89] Therefore, for purposes of the final determination, where the cooperating Chinese
producers were selling to Canada through a related intermediary and the above-noted conditions
were met, the sale/transfer price between the producer and related intermediary was not taken
into consideration. Rather, the selling price from the related intermediary to the importer in
Canada was used as the exporter's selling price under section 24 of SIMA.

Results of Dumping Investigation

[90] The CBSA determined margins of dumping for each of the cooperative exporters by
comparing normal values with the export prices. When the export priee is less than the normal
value, the difference is the margin of dumping.

[91] For the exporters that did not respond to the RFI, or provided an incomplete or deficient
submission, the normal values were determined under a ministerial specification pursuant to
section 29 of SIMA based on the export priee as determined under section 24, 25 or 29 of SIMA,
plus an amount equal to 101% of that export price, which represents the highest margin of
dumping found for a cooperative exporter during the investigation, exc1uding anomalies.

[92] The determination of the volume of dumped goods was calculated by taking into
consideration each exporter's net aggregate dumping results. Where a given exporter has been
determined to be dumping on an overall or net basis, the total quantity of exports attributable to
that exporter (i.e. 100%) isconsidered dumped. Similarly, where a given exporter's net
aggregate dumping results are zero, then the total quantity of exports deemed to be dumped by
that exporter is zero.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 14



[93] In ca1culating the weighted average margin of dumping, the overall margins of dumping
found in respect of each exporter were weighted according to each exporter' s volume of certain
aluminum extrusions exported to Canada during the Dumping POL

[94] Based on the preceding, 99.8% of the subject aluminum extrusions from China were
dumped by a weighted average margin of dumping of 72.6%, as a percentage of export priee.

[95] Under Article 15 of the World Trade Organization (WTO) Anti-dumping Agreement,
developed countries are to give regard to the special situation of developing country members
when considering the application of anti-dumping measures under the Agreement. Possible
constructive remedies provided for under the Agreement are to be explored before applying
anti-dumping dutYwhere they would affect the essential interests of developing country
members. As China is listed on the Dev~lopment Assistance Committee (DAC) List ofOfficial
Development Assistance (ODA) Aid Recipienti maintained by the Organization for Economie
Co-operation and Development (OECD), the President recognizes China as a developing country
for purposes of actions taken pursuant to SIMA.

[96] Accordingly, the obligation under Article 15 of the WTO Anti-dumping Agreement was
met by providing the opportunity for exporters to submit priee undertakings. In this particular
investigation, the CBSA did not receive any proposaIs for undertakings from any of the
identified exporters.

Dumping Results by Exporter

[97] Specifie margin of dumping details relating to each of the exporters that cooperated in the
CBSA's dumping investigation are as follows:

Taishan City Kam Kiu Aluminum Extrusion Co., Ltd. (China)

[98] Taishan City Kam Kiu Aluminum Extrusion Co., Ltd. (Kam Kiu) is a 100% foreign
owned, limited liability company incorporated in Hong Kong. Kam Kiu Uses primary aluminum
to cast its own billets and the special tooled precision dies are made by Kam Kiu to produce
aluminum extrusions according to customer requirements. The CBSA conducted on-site
verification ofKam Kiu's RFI responses from December 4 to December 12,2008.

[99] Exports to Canada are sold via Kam Kiu's related trader and are shipped from China to
customers in Canada. For the final determination, export priees were determined pursuant to
section 24 of SIMA, on the basis of the exporter's selling priee from Kam Kiu's relatedtrader,
adjusted to take into account all costs, charges and expenses incurred in preparing the goods for
shipment to Canada and resulting from the exportation and shipment of the goods.

6 OECD, Development Assistance Committee List of Aid Recipients - As at 1 January 2006, onIine:
http://www.oecd.org/dataoecd/23/34/37954893.pdf
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Margin of Dumping

[100] The total normal value was compared with the total export priee for aIl subject aluminum
extrusions imported into Canada during the Dumping POL It was found that the goods exported
by Kam ~iu were dumped by a weighted average margin of dumping of27.8%, expressed as a
percentage of export price. .

Press Metal International Ltd. (China)

[101] Press Metal International Ltd. (PMI) is a 100% foreign owned company with the parent
company located in Malaysia. PMI is an aluminum extruder and has a related raw material
supplier of aluminum ingots. The CBSA conducted on-site verification of PMI's RFI responses,
from November 24 to November 28, 2008, and its related raw material supplier's responses from
December 8 to December 9, 2008.

[102] Exports to Canada are sold and shipped directly to several unrelated importers in Canada.
For the final determination, export prices were determined pursuant to section 24 of SIMA,
based on the exporter' s selling price, adjusted to take into account aIl costs, charges and
expenses incurred in preparing the goods for shipment to Canada and resulting from the
exportation and shipment of the goods.

Margin of Dumping

[103] The total normal value was compared with the total export price for aIl subject aluminum
extrusions imported into Canada during the Dumping POL It was found that the goods exported
by PMI were dumped by a weighted average margin of dumping of 35.2%, expressed as a
percentage of export price.

PanAsia Aluminum (China) Limited

[104] PanAsiaAluminum (China) Limited (PanAsia) is a Foreign-Invested Enterprise (FIE)
and manufacturer of the subject goods exported to Canada. It produces aluminum extrusions for
the domestic and various export markets at its production facility located in Zengcheng City in
the Chinese province of Guangdong. The CBSA conducted on-site verification of PanAsia's RFI
responses from November 24 to November 28,2008.

[105] Exports to Canada are sold through an affiliated trading company located in Macau and
are shipped directly from China to related subsidiaries and unrelated companies in Canada.

[106] In the case of sales to related importers in Canada, the CBSA performs a reliability test of
the export priee under section 24 of SIMA. If the export price under section 24 of SIMA is
found not to be reliable, then section 25 of SIMA would be used to determine export prices. The
results of the reliability test for sales made by PanAsia' s affiliated trading company to a related
subsidiary in Canada revealed that the section 24 export prices to this related subsidiary were
unreliable for SIMA purposes. As a result, for aIl sales to this related subsidiary, the export
prices were determined in accordance with section 25 of SIMA, based on the importer's resale
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prices in Canada less aIl costs incurred in importing and selling the goods, and an amount for
profit based on the profit earned by vendors of like goods in Canada.

[107] Export prices for aIl other sales to Canada were determined pursuant to section 24 of
SIMA, on the basis of the exporter's selling price from PanAsia's affiliated trading company,
adjusted to take into account aIl costs, charges and expenses incurred in preparing the goods for
shipment to Canada and resulting from the exportation and shipment of the goods.

Margin of dumping

[108] The total normal value was compared with the total export priee for aIl subjectaluminum
extrusions imported into Canada during the Dumping POl: It was found that the goods exported
by PanAsiawere dumped by a weighted average margin of dumping of31.4%, expressed as a
percentage of export price.

Guangdong Weiye Aluminum Factory Co., Ltd. (China)

[109] Guangdong Weiye Aluminum Factory Co., Ud. (Weiye) is a privately owned company
and is a manufacturer ofaluminum extrusions and stainless steel products. Weiye develops and
manufactures a wide range of aluminum extrusions for various industries (such as construction,
electronic, IT, sporting goods). The company purchases 100% ofits raw materials from several
domestic suppliers. The CBSA conducted on-site verification ofWeiye's RFI responses from
December 1 to December 5, 2008.

[110] Exports to Canada are sold and shipped directly to multiple unrelated companies in
Canada. For the final determination, export prices were determined pursuant to section 24 of
SIMA, based on the exporter's selling price, adjusted to take into accountall costs, charges and
expenses incurred in preparing the goods for shipment to Canada and resulting from the
exportation and shipment of the goods.

Margin of dumping

[111] The total normal value was compared with the total export price for aIl subject aluminum
extrusions importedinto Canada during the Dumping POL It was found that the goods exported
by Weiye were dumped by a weighted average margin of dumping of 42.4%, expressed as a
percentage of export price. .

Guangdong Jianmei Aluminum Profile Factory Co., Ltd. (China)

[112] Guangdong Jianmei Aluminum Profile Factory Co., Ud. (Jianmei) is a privately-owned
limited liability company. Jianmei has two production plants that produee different types of
aluminum profiles, including thermal break series, curtain wall series, doors and windows series
and other profiles. Jianmei purchases aluminum ingots and melts them into aluminum billets.
The CBSA conducted on-site verification of Jianmei's RFI responses from December 1 to
December 5, 2008. .
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[11~] Exports to Canada are sold by JMA (Hong Kong) Company Limited (JMA(HK)), an
associated trading company, and are shipped directly from China to multiple unrelated
companies in Canada. For the final determination, export priees were determined pursuant to
section 24 of SIMA, based on the exporter's selling priee from Jianmei's associated trading
company, JMA (HK), adjusted to take intoaccount aIl costs, charges and expenses incurred in

. preparing the goods for shipment to Canada and resulting from the exportation and shipment of
the goods.

Margin of dumping

[114] The total normal value was compared with the total export priee for aIl subject aluminum
extrusions imported into Canada during the Dumping POL It was found that the goods exported
by Jianmei were dumped by a weighted average margin of dumping of28.5%, expressed as a
pereentage of export priee.

China Square Industrial Limited (China)

[115] China Square Industrial Limited (China Square) is a limited 1iability company, and
inc1udes a Hong Kong based parent company responsible for export sales, and production
facilities in China (Zhaoqing). The company produees a range of aluminum extrusion products.

[116] Exports to Canada ofsubject goods are shipped directly from China to two unrelated
companies in Canada. For the final determination, export priees were determined pursuant to
section 24 of SIMA, based on the exporter's seIling priee, adjusted to take into account aIl costs,
charges and expenses incurred in preparing the goods for shipment to Canada and resulting from
the exportation and shipment of the goods.

Margin of dumping

[117] The total normal value was compared with the total export priee for aIl subject aluminum
extrusions imported into Canada during the Dumping POL The subject goods exported by China
Square were dumped bya weighted average margin of dumping of 1.7%, expressed as a
percentage of export priee.

Guangya Group (China)

[118] The CBSA received dumping and subsidy RFI responses from the Guangya Group,
which is comprised of Guangya Aluminum Industries Co., Ltd. (Guangya), Foshan Guangcheng
Aluminum Co., Ltd. (Guangcheng), Guangya Aluminum Industries (Hong Kong) Ltd.
(Guangya HK) and Guangcheng Aluminum Industries (U.S.A.) Inc. (Guangcheng US). The

.Group produces and seIls a wide range of aluminum products for architecture and industrial
markets in China as weIl as for export.

[119] During the POl, exports to Canada were produeeq. and shipped from China by Guangya
and Guangcheng, and sold through one of the four Guangya Group companies
(i.e. Guangya, Guangcheng, Guangya HK, or Guangcheng US) to multiple unrelated companies
in Canada.
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[120] As such, for the final determination, export priees were determined pursuant to section
24 of SIMA, based on the exporter' s selling priee, adjusted to take into account aIl costs, charges
and expenses incurred in preparing the goods for shipment to Canada and resulting from the
exportation and shipment of the goods.

Margin of Dumping

[121] The total normal value was compared with the total export priee for aIl subject aluminum
extrusions imported into Canada duringthe dumping POl, separately for Guangcheng and
Guangya. The results reveal that the subject goods exported to Canada by Guangcheng were
dumped by a weighted average margin of dumping of 33.8%, expressed as a percentage of
export priee. The subject goods exported to Canada by Guangya were dumpedby a weighted
average margin of dumping of 40.4%, expressed as a percentage of export priee. .

Hunter Douglas (United States)

[122] The Hunter Douglas group of companies is privately owned, and part of awider
corporate group, Hunter Douglas NV, located in the Netherlands.

[123] The Hunter Douglas group includes threeUSA subsidiaries, two ofwhich are distributors
and exporters of Chinese origin aluminum extrusions to Canada - Hunter Douglas Window
Fashions (HDWF) and Hunter Douglas Designer Shades (HDDS).

[124] Hunter Douglas Window Coverings Inc (HDWC), the third party in this Hunter Douglas
group, sources subject goods from Chinese manufacturers and paints them. BothHDWF and
HDDS then purchase the painted subject goods from HDWC and seIl them to USA and Canadian
fabricators. The fabricators then use the subject goods in the manufacture ofwindow shades and
treatments based on the specifications of their dealer customers.

[125] Both HDDS and HDWF make export sales directly from the USA to two related
Canadian importers.

[126] In the case of sales to related importers in Canada, the CBSA performs a reliability test of
the export priee under section 24 of SIMA. If the export priee under section 24 of SIMA is
found not to be reliable, then section 25 of SIMA would be used to determine export priees. The
results of the reliability test for such sales made by HDDS and HDWF indicate that the
section 24 export priee was reliable.

[127] Accordingly, for the final determination, export priees were determined pursuant to
section 24 of SIMA, based on the exporter' s seIling priee, adjusted t0 take into account aIl costs,
charges and expenses incurred in preparing the goods for shipment to Canada and resulting from
the exportation and shipment of the goods.

Margin of dumping

[128] The total normal value was compared with the total export priee for aIl subject aluminum
extrusions imported into Canada during the Dumping POL The subject goods exported by
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HDDS were found not to be dumped. The subject goods exported by HDWF were dumped by a
weighted average margin of dumping of 2.9%, expressed as a percentage of export price.

Non-Cooperative Exporters - Margin of Dumping

[129] For non-cooperative exporters, import pricing information available from the CBSA's
internaI Customs Commercial Systems was used for purposes of determining export priee. The
normal value was determined under a ministerial specification pursuant to section 29 of SIMA,
based on the export price as determined under section 24, 25 or 29 of SIMA, plus an amount
equal to 101% ofthat export priee,·which represents the highest margin of dumping found for a
cooperative exporter during the investigation, excluding anomalies.

SUMMARY OF RESULTS - DUMPING

Period of Investigation - July 1, 2007 to June 30, 2008

Dumped Goods
Weighted

Country
Dumped Goods

Country
as Percentage of

Average Margin
Imports as

as Percentage of
Country

of Dumping
Percentage of

Total Imports
Imports Total Imports

China 99.8% 72.6% 43% 43%

REPRESENTATIONS CONCERNING THE DUMPING INVESTIGATION

[130] Listed below are details ofrepresentations made to the CBSA with respect to the
dumping investigation, including case arguments and reply submissions, from exporters,
importers, the GOC and the Complainants. Following the representations on each issue is a
response explaining the position of the CBSA. Since there were a number of common positions
from multiple parties,the CBSA may make specific reference to only one or two parties when
documenting the issue raised.

1. Grounds for Initiation and Burden ofProof

[131] The GGC submitted that the complaint fell short of establishing a "reasonable indication"
of sufficient evidence of dumping or any causallink to any injury as required under Article 5.2
ofthe WTO Anti-Dumping Agreement.7

[132] Furthermore, the GOC submitted that the relevant provisions of SIMA must be construed
strictly and that their application should be limited to the terms of the applicable provisions.8 As
such, the GOC argued that the CBSA must interpret and apply the provisions in section 20 of
SIMA in a strict manner, as this section provides an exceptional method for determining normal
values.9

7 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 169, page 40.

8 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 47, page 7.
9 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 47, page 9.
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[133] Chinese exporter PanAsia claimed that the CBSA's interpretation of section 20 was
inconsistent with SIMA.

[134] Another Chinese exporter, Kam Kiu, also submittedothat the use of section 20 or
invocation of Article 15 of China' s WTO Accession Protocol does not eliminate the need for a
fair comparison, and the CBSA has failed to properly interpret and apply Article 15.10 The
company stated that since section 20 is an exception to the general rules, the burden of proof for
invoking the exception is on those parties requesting that section 20 be applied and that the
evidence provided in the complaint was not sufficient to meet this burden of proof. Il

[135] Chinese exporter Pingguo submitted that under section 20, the CBSA is required to
adhere to a two-fold test: first, that domestic prices are substantially determined by the
government of that country and second, that there is sufficient reason to believe that domestic
prices are not substantially the same as they wouldbe if they were determined in a competitive
market. 12

[136] Furthermore, Pingguo stated that atthe preliminary determination, the CBSA conclusions
referred to indirect price effects by GOC industrial policies and export restrictions, whereas
Pingguo proposed that more substantive analysis is necessary.

[137] The GOC submitted that in order to demonstrate that domestic prices are substantially
determined by the GOC, the evidence on the record must establish that the GOC has actively
taken steps to determine prices. Consequently, the CBSA's list of indirect factors that are
considered as methods a government may determine prices, cannot justify a section 20 finding.
The GOC asserted that while certain measures may influence or affect prices, this is not
sufficient to meet the "determine" threshold of section 20 of SIMA. 13

[138] Kam Kiu added that the CBSA cannot properly determine that SIMA section 20
conditions exist on the basis of indirect factors and general government policies. 14

[1391 The GOC argued that the ordinary meaning of the words "substantiaIly" and "determine"
provide that the CBSA must establish that the GOC "determinesor decides to a large extent or to
a large degree" the domestic prices of aluminum extrusions in China to meet this threshold under
section 20. 15

[140] The GOC also submitted that, in assessing whether or not the domestic prices are not
substantially the same as they would be if they were determined in a competitive market, that the
CBSA must assess aIl of the factors that determine prices and "net out" other causal factors that .
may be driving prices. The GOC submitted that the CBSA did not conduct such an analysis at

10 Exhibit 567 (NC) - Kam Kiu Case arguments, paragraph 8, page 3.
11 Exhibit 567 (NC) - Kam Kiu Case arguments -paragraph35, page la.
12 Exhibit 572 (NC) - Pingguo Case arguments - paragraphs Il to 22.
13 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy) - paragraph 60, page Il.
14 Exhibit 566- Kam Kiu Case arguments - paragraph 81.
15 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy) - paragraph 54, page la.
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the preliminary determination and simply noted that prices in China appeared lower than
prevailing world prices. 16

[141] The GOC further argued that the CBSA is bound by the fundamental principles of
interpretation applicable to taxation laws in Canada to the effect that "any reasonable uneertainty
or factual ambiguity resulting from a lack of explicitness in the statute should be resolved in
favour of the taxpayer". The GOC submitted that in the event that there is any ambiguity in
section 20 of SIMA, that the interpretation that favours the GOC and the exporters should be
adopted. 17 .

[142] The Complainants contended that section 20 of SIMA is applicable on the facts of the
present investigation, indicating that the GOC policies exert sufficient influence on the
aluminum extrusion industry, in China, so as to substantially determine prices of like goods and
prices are not the same as they would be in a competitive market. 18 The Complainants
contended that:

• The GOC manipulates aluminum billet cost, the largest material cost in the production of
like goods, by providing access to low cost billets;

• The GOC manipulates domestic priees by changing export taxes and rebates; and
• The GOC controls production inputs and finished like goods through its laws, guidelines

and through the influence of industry groups controlled by the GOC. 19

[143] Furthermore, the Complainants responded to the issue of the various interpretations of
section 20 of SIMA and cited illustrations of why the Chinese aluminum extrusion industry is

. . k 20not a competltlve maret.

[144] In response to definitions proposed by the GOC for section 20 terms such as
"substantially" and "determines", the Complainants contended that the GOC's own definition of
these words, "support the interpretation of section 20 which contemplates that indirect
government actions can substantially determine (non-market) pricing.,,21

[145] Regarding the GOC's suggestion that the CBSA's interpretation of SIMA relies on
presumptions that "favour the taxpayer", the Complainants argued that such interpretations are
based on a false premise and that SIMA's purpose is to protect the domestic industry?2 The
Complainants asserted that SIMA is "economic legislation" aimed to protect Canadian industry
and is thus, not a taxation statute.

16 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy) -paragraph 64, page 12.
17 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 39, page 7.
18 Exhibit 564 (NC) - Comp1ainants Case Arguments, paragraphs 2-3, page 1.
19 Exhibit 564 (NC) - Comp1ainants Case Arguments, paragraph 3, page 1.
20 Exhibit 579 (NC) - Comp1ainants Rep1y Submissions (Dumping and Subsidy), paragraph 3, page 1.
21 Exhibit 579 (NC) - Comp1ainants Rep1y Submissions (Dumping and Subsidy, Paragraph 5, page 1.
22 Exhibit 579 (NC) - Comp1ainants Rep1y Submissions (Dumping and Subsidy), Paragraph 4, page 1.
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CBSA Response

[146] Absent sufficient information to the contrary, the CBSA proceeds in an anti-dumping
investigation on the presumption that section 20 of SIMA does not apply to the sector under
investigation. This approach follows the CBSA's section 2Ù policy.

[147] The information before the CBSA at the initiation ofthe investigation included
information contained in the complaint from Canadian industry as weIl as information obtained
through the CBSA's own research. The CBSA's analysis ofthis evidence and justification for
initiating a section 20 inquiry is contained in the Complaint Analysis, which was placed on the
CBSA's listing of exhibits for this investigation?3

[148] At the time of initiation, aIl known exporters, producers and the GOC were informed of
the section 20 inquiry, requested to respond to a Request for Information and invited to provide
anyrelevant information, evidence and arguments.

[149] Once a section 20 inquiry is undertaken, the President may, having regard to the
information obtained from the complainant, the government of the country of export, producers,
exporters or any other sources of relevant information, form an opinion on the basis of fact and
positive evidence that the conditions described under section 20 exist in the sector under
investigation.

[150] Regarding the sufficiency of information in thecomplaint to meet the threshold to initiate
a section 20 inquiry, the CBSA notes that its policy with respect to the application of section 20
requires complainants to provide sufficient evidence that the conditions of section 20 exist in the
relevant industry sector ifthey wish to base their priee and cost estimates onthird country
information. In their complaint, the Complainants provided evidence that the section 20
conditions were met. The Complainants further provided normal values estimated on surrogate
country Costs and estimated costs in China..

[151] In short, the arguments regarding the alleged insufficiency of evidence to initiate a
section 20 inquiry do not specifically address or refute any of the CBSA evidence or analysis
contained in its Complaint Analysis.

[152] As in previous section 20 inquiries, the CBSA references a list of direct and indirect
factors that governments may use to substantially determine priees. The CBSA's use of indirect
factors is weIl established and the CBSA is of the opinion that such factors can result in a
government' s substantial determination ofpriees. The CBSA considered the cumulative effect
that the GOC's regulatory, tax and other measures haveexerted on the Chinese aluminum
extrusions sector.

[153] The information on the record discloses both the scope and nature of the GOC measures
in the aluminum extrusion sector and the related impact of these measures on pricing. The
CBSA is satisfied that the evidence on the administrative record for this investigation is reliable
and credible. The evidence is sufficient for the President to form the opinion that the GOC is

23 Exhibit 42 (PRO) - CBSA Complaint Analysis, August 13,2008.
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substantially determining domestic prices of aluminum extrusions in China and that there is
sufficient reason to be1ieve that these prices are not the same as they would be if they were
determined in a competitive market.

2. Priees for Aluminum Extrusions

[154] The GOC submitted that the CBSA failed to accord proper weight to the "ferociously
competitive and fragmented nature of the Chinese aluminum extrusions industry and instead
misdirected its analysis mainly to the state of the upstream aluminum industry in general." The
GOC submitted that the primary focus of the section 20 inquiry must be specific to the aluminum
extrusions industry, not generalized to the raw material production industry.24

[155] PanAsia also submitted that the CBSA should restrict its sector review to the
manufacture, production and saleof "like products." PanAsia further contended that the process
used to determine whether Chinese industry sectors are non-market violates the procedure for
determining market economy status agreed upon amongWTO members in China' s WTO
Accession Protoco1.25 PanAsia claimed that by relying on this flawed application, the
Government of Canada is acting in violation of its WTO obligation?6

[156] The GOC submitted that the CBSA failed to conduct a "pass-through" analysis in
assessing whether or not the alleged price effects on aluminum have indeed passed-through to
any downstream users of the raw materials.

[157] The GOC argued that the same fundamental principles for determining whether or not an
upstream subsidy is passed-through must be applied. In this regard, the GOC noted that the
CBSA has failed to conduct any analysis to show that any benefit from any program in China
relating to aluminum has contributed to or benefited producers of aluminum extrusions or had a
material impact onaluminum prices paid by aluminum extrusions producers.27

[158] The GOC further stated that the CBSA completely failed to note that approximately half
of the aluminum consumed by the aluminum extrusions sector is imported and not produced in
China and that imports of aluminum into China rose during the POl, which would not be
possible if market prices were artificially suppressed by government interference?8

CBSA Response

[159] Given that the cost ofraw aluminum constitutes a high percentage ofthe cost of
aluminum extrusions, the CBSA's section 20 analysis appropriately considered the impact of the
GOC's involvement in the upstream industry. The evidence on the record and the CBSA's
analysis demonstrates that GOC actions led to the price of aluminum in China being substantially
lower than the prices found in therest ofthe world during the POl, for what is essentially a
commodity product. In both the pre1iminary and final determinations, the CBSA has

24 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraphs 79 - 80, pages 15 - 16.
25 Exhibit 569 (Ne) - Pan Asia Case Arguments, paragraph 25, page 8.
26 Exhibit 569 (Ne) - PanAsia Case Arguments, paragraph 25, page 8.
27 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraph 92, page 19.
28 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraph 136D, page 31.
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demonstrated that the priees paid by cobperative exporters for aluminum (i.e. downstream users)
are consistent with this conclusion.

[160] Regarding the GOC's assertion that "half of the aluminum consumed by the aluminum
extrusions sector is imported and not produced in China," the CBSA notes that amongst the eight
cooperative Chinese exporters, only one exporter imported marginal amounts of aluminum
during the entire dumping POl; the rest relied entirely upon domestically produced aluminum.
The CBSA further notes that the GOC's support for their assertion refers to the fact that
aluminum producers in China import half oftheir alumina requirements, not that aluminum
extruders import half of their aluminum.

[161] However, evidence on the record regarding alumina in China indicates that imports of
alumina have been decreasing and amounted to approximately 20% of Chinese consumption in
2007.29 The CBSA did not analyze the impact GOC measures would have on the price of
alumina in China since alumina is not a direct raw material for aluminum extrusions and, to the
extent that the price of alumina is affected by GOC policies, this effect would be reflected in the
price of aluminum in China which was already included in the analysis.

[162] Furthennore, the CBSA does not disagree with the GOC's statement that extensive
import penetration and tising import penetration for aluminum would not be possible in the POl
if the Chinese market prices were artificially suppressed by government influence. lndeed, the
evidence on the record demonstrates that imports of aluminum shrank over 60% from 2006 to
2007, and further demonstrates that imports of aluminum comprised less than 1% of China' s
domestic consumption ofprimary aluminum in 2007.30 These facts demonstrate that aluminum
importpenetration was not possible, and was even significantly eroding during the POl, given
the artificially suppressed government price of aluminum in China. These facts also support the
analysis that the low priee of aluminum in China has "passed through" to aluminum extruders in
that virtually no imported aluminum was available in China during the POL

[163] The CBSA's policy regarding the application of section 20 provides that the President
may, having regards to the evidence on the record, form an opinion that the conditions described
under section 20 exist in the sector under investigation and reflects Canada's implementation of
its rights and obligations under the WTO,

3. Assessment of GOC Policies

[164] The GOC submitted that the CBSA has misconstrued the nature ofthe GOC "policies" it
has examined, and reiterated its position that the Industrial Development Policy for the
Aluminum Industry and the Special development Plan for Aluminum Industry Development have
not been formally promulgated by the State Council and are not in effect.

[165] The GOC further argued that, even ifthese policies had been formally adopted, they are
at most "aspirational expressions of the GOC's hopes for an industry".31 The GOC further

29 Exhibit 475 (NC) - GOC Response to Supplemental Section 20 RFI #2, page 347.
30 Exhibit 475 (NC) - GOC Response to Supplemental Section 20 RFI #2, page 35l.
31 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraph 98, page 20.
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argued that the CBSA failed to properly consider the stated objective and intent ofthese
industrial policies, in that they are directed towards concems such as the environmental impact

- of inefficient aluminum smelters in China.

[166] In response to the GOC, the Complainants contended that China remains a country where
the central govemment is an authority whose mere "aspirations" have more effect than actively
enforced laws in other countries.

[167] The GOC also contested the CBSA's listed restrictions, minimum standards and
thresholds for the aluminum industry, which the CBSA noted as being derived from GOC laws
and policies. The GOC argued that these standards are not legally mandated and enforceable,
and further noted that they aIl relate to the aluminum smelting industry and that the CBSA has
not shown any causallink to any measurable price effects in the aluminum extrusions industry.

[168] The GOC further argued that policies that restrict investment and new production
capacities should serve to limit supply and have a price increasing effect, if any. The GOC also
noted that their industrial policies are "market neutral" (i.e. they will not have any impact on
market prices)32 and that they had "allowed increases in costs in the aluminum industry. The
intended effect was to slow down overproduction". They further noted that these measures
would result in higher costs of production, which would counterbalance the effect of restricting
exports.33

CB8A Response

[169] In making its preliminary determination, the CBSA presented the facts surrounding its
request for the Industrial Development Policy for the Aluminum Industry and the Special
Development Planfor Aluminum Industry Development. The CBSA also presented the GOC's
explanations for refusing to provide these two documents. At that time, the CBSA explained that
it believed the documents existed and further explained why the documents were requested. The
CBSA did not attempt to speculate as to the contents of these two documents that were never
provided, nor did the CBSA ever infer that such documents resulted in enforceable measures.J4

[170] For the purposes of the preliminary determination, the CBSA did rely upon numerous
GOC circulars, regulations and other measures, provided by the GOC in its section 20 RFI
responses, that demonstrate the restrictions, minimum standards and thresholds for the aluminum
and aluminum extrusions industries. However, those items did not include the Industrial
Development Policy for the Aluminum Industry and the Special Development Planfor Aluminum
Industry Development. 35

-

[171] Regarding the GOC's statement that its industrial policies are "at most aspirational
expressions of the GOC's hopes for an industry", the CBSA notes that many of the GOC

32 Exhibit 332 (Ne) - GOC Response to Supplemental Section 20 RFI #1, page 4.
33 Exhibit 475 (Ne) - GOC Response to Supplemental Section 20 RFI #2, page 3.
34 Exhibit 444 (PRO) - Memorandum to file: Section 20 Inquiry of the aluminum extrusions sector in China

Preliminary Determination.
35 Exhibit 444 (PRO) - Memorandum to file: Section 20 Inquiry ofthe aluminum extrusions sector in China 

Preliminary Determination.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 26



documents obtained by the eBSA contain very strict wording, including harsh penalties for
companies that fail to conform to the written objectives.

[172] For example, in the Emergent Circular on Curbing Rebound Investment in the Aluminum
Industry, which respects aluminum enterprises that have been using "backward production
technology" or are considered "illegal" production facilities according to the industry policy and
related regulations, it states rather directly that the government will get the companies "out of the
market through stopping supplying power and water.,,36 The eBSA is ofthe opinion that this
type oflanguage clearly establishes that the GOe's industrial policies and regulations are much
more than aspirational expressions ofhope for an industry.

[173] Regarding the market neutrality of GGe industrial policies, the GOe themselves noted
that: "macro-economicadjustment policies have also had sorne influence on the generallevel.of
prices,,?7 As previously noted, they further stated that they have "allowed" cost increases within
the industry and, without providing any analysis, stated that these cost increases would fully
offset the effect of export restrictions. The GOe, in their own statements and arguments, are
therefore acknowledging the effects that their industrial policies and export restrictions can have
on determining prices.

[174] TheCBSA has considered the cumulative effect that the GOe's measures have exerted
on the aluminum extrusions sector in China as part of its "Summary ofFindings - Section 20"
analysis in Appendix 3 to this Statement of Reasons.

4. Priees of Aluminum in China and on the London Metal Exehange (LME)

[175] The GGe noted that in its preliminary section 20 determination, the eBSA has assumed a
75% aluminum raw material cost on the overall cost ofproducing aluminum extrusions. The
GOe contended this is a "significant overstatement" of the actual proportion, which the GOe
understands is closer to 67%. The GGe noted that certain responding producers will be making
detailed argumènts in this regard and that the eBSA must fully consider this evidence and
related arguments in making its final determination.38

[176] The GOe submitted that the eBSA's section 20 determination based on the factual
assumption that prevailing aluminum prices in China are consistently lower than LME prices is
wrong and not supported by the evidence on the record. The GOe states that a comparison
between the historical data for the monthly prices of aluminum on the Shanghai Nonferrous
Metals Market and the LME during 2007 and the first half of 2008 shows that there is an
insignificant price divergence of 3.67% on average. The same comparison with historical spot
price information from the Ling Tong Metal (LTM) shows an average price divergence of2.6%.
The GGe argued that these figures demonstrate that the spot prices for aluminum in the ehinese
markets closely follow LME and world prices.39

36 Exhibit 266 (Ne) - GOC Response to the Government's RFI (Section 20), page 836.
37 Exhibit 475 (Ne) - GOC Response to Supplemental Section 20 RFI #2, page 6.
38 Exhibit 565(NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 135, page 30.
39 Exhibit 565(NC) - GOC Case Arguments (Dumping and Subsidy), paragraphs 129 - 134, pages 28 - 29.
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[177] The GOC argued that, in comparing the LME and Shanghai Futures Exchange (SHFE)
prices of aluminum, the CBSA only took into account the alleged price differences without
considering the similarities in fluctuations, the influence of the LME over the SHFE, and the
difference in the size ofboth markets. These factors should have been examined and considered
before concluding that there is a substantial price difference between aluminum in the "world
market" and the SHFE.40

[178] Pingguo statedthat it does not purchase aluminum ingots but molten aluminum, and that
the SHFE price for aluminum is sometimes higher than the LME. Pingguo further added that it
quotes the LTM priee, which is a regional metal market exchange and is generally higher than
the Shanghai Futures Exchange price.41 . .

[179] Pingguo contended that China's pricing in the aluminum sector is a function of supply
and demand forces and China's aluminum ingot market prices were actually higher than the
LME for half ofthe POL Pingguo also submitted that global competition necessarily entails
there be variations from one market to the other.

[180] The GOC further submitted that the CBSA failed to considér any local premiums for
delivery, or the effects of long term supply contracts for aluminum extrusion producers, both of
which the CBSA has information on the record to consider.42

[181] The GOC argued that even if prices in China were materially lower, that the CBSA
cannot simply assume that it is a result of government intervention. The GOC noted that the
CBSA must take into consideration aIl relevant factors that may drive prices in the Chinese
market, but the preliminary determination does not disc10se "even a perfunctory attempt at such
rigour.,,43

[182] In its reply submissions, PanAsia stated that there is absolutely no evidence of GOC
involvement in any raw material pricing in the aluminum sector. Furthermore, PanAsia, like
many other Chinese extruders, does not buy billets but ingots, which it melts into billets.
PanAsia also submitted that the CBSA should acknowledge the difference in the methods of
production to establish a fair comparison.

[183] With respect to the Complainants' arguments that there is manipulation ofprices through
taxationgolicies, Pingguo submitted that this was no different than from taxation policies in
Canada. 4 Pingguo submitted that the reasoning in support of the President opinion established
at the preliminary determination is weak.

[184] As for difference betweens prices on the LME, the SHFE and the LTM, the Complainants
reiterated that the central fact is that the GOC substantially determined pricing of aluminum
extrusions in the POL To this end, the largest part of the reference price (the SHFE price of the
ingot), is not the same as in a competitive market (i.e. the LME).

40 Exhibit 565(NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 136C, page 31.
41 Exhibit 578 (NC) - Pingguo Reply Submissions, paragraphs 6 - 8, page 2.
42 Exhibit 565(NC) - GOC Case Arguments (Dumping and Subsidy),paragraphs 132 - 133, page 29.
43 Exhibit 565(NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 134, page 29.
44 Exhibit 578 (NC) - Pingguo Reply Submissions - paragraphs 3 - 15, pages 1 - 4.
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[185] The Complainants alleged that purehasing on the exehange where materials are
artifieially cheaper, due to the GOC's residency constraints on the SHFE, which is enjoyed
exclusively by Chinese producers, allows them to sell goods at below fair market prices. The
Complainants indicated that this very fact proves that the SHFE prices are artificially and
substantially determined by the GOC and are not the same as in a competitive market.45

CB8A Response

[186] In response to the GOC's representation, the CBSA did not assume a 75% raw material
cost of aluminum in making its preliminary determination. As stated in the pre1iminary
determination Statement of Reasons, this number is based on the CBSA's reviewofthe
cooperative exporters' cost of production information for the dumping POl provided in their
responses to the dumping RFL The CBSA adjusted this analysis for the final determination to
reflect cost revisions submitted during the investigation. The CBSA notes that no exporter
provided representations stating that the CBSA's figure used at the preliminary determination
was incorrect.

[187] The CB8A further notes the GOC assertion that the CBSAoverstated the cost of
aluminum by 8% (75% of cost versus 67% of cost). The GOC charaeterized this8% difference
as a "significant overstatement". In this regard, the CBSA would note that the President's
opinion that section 20 conditions exist in the Chinese aluminum extrusions sector is based on
evidence that clearly shows that the domestie prices of aluminum extrusions in China were lower
than in other competitive markets by 16% to 28% during the dumping POL

[188] The GOC argued that the priees for aluminum on various market exchanges in China
closely tracked the LME (world price). However, the Chinese aluminum prices in these Chinese
market exchanges are reported inclusive of the 17% Chinese VAT, whereas the LME prices do
not include VAT. The GOC did not remove the 17% Chinese VAT included in the Chinese
aluminum prices in its comparative analysis. The CBSA's comparison removed this Chinese tax
to bring the quoted Chinese aluminum prices to an appropriate comparative basis with the LME
quoted prices. With this adjustment, it became clear that the Chinese quoted prices were lower
that the LME quoted prices.

[189] The CBSA believes its analysis ofLME aluminum prices and prices in China, as
evidenced through the SHFE, appropriately considers differences between the two markets.
Given the alleged similarities in fluctuations, the CBSA finds the divergence of SHFE prices
from LME prices in response to GOC tax changes to be compelling eviderice of the GOC's
determination of prices through tax changes.

[190] In regards to making proper priee comparisons, it should be noted that companies
purchasing aluminum from aluminum producers quoting LME prices would also pay local
premiums on their purchases. This is evidenced by information contained in both the complaint
and in information from a Chinese extruder with a supply agreement for importations of
aluminum from an international supplier.

45 Exhibit 579 (Ne) - Complainants Reply Submissions, paragraph 13, page 6.
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[191] The CBSA's analysis ofthe prevailing price of aluminum in China for the preliminary
and final determinations demonstrates that the comparably low price of aluminum in China
results from aGC actions. Again, the aGC has not indicated what evidence on the record
disputes this analysis.

[192] The CBSA is satisfied that, based on the information collected during the course of the
investigation including thatobtained and verified during the final stage ofthe dumping
investigation, the aGC is exerting significant influence on the aluminum extrusion sector and
related pricing practices, resulting in substantially different domestic prices than would otherwise
exist were it a competitive market.

[193] Regarding arguments concerning the interpretation of the section 20 provisions of SIMA
and the evidentiary threshold, the CBSA believes that there is evidence on the record that is
reliable and credible, has been properly interpreted, and is sufficient to forman opinion that
section 20 conditions apply in the aluminum extrusion sector in China. The information on the
record discloses both the scope and nature of the aGC measures in the aluminum extrusion
sector and the related impact of these measures on pricing. See Appendix 3 "Summary of
Findings - Section 20" for details and analysis.

[194] The CBSA maintains that the information on the record supports the position that the
aoc has exerted s,ignificant influence on the Chinese aluminum extrusions sector.

5. Normal Value and SurrogateMethodology

[195] PanAsia and Karn Kiu submitted that the CBSA had not been transparent in its analysis
and conclusions regarding the application of section 20(1 )(c) and 20(1 )(d) of SIMA. PanAsia
further contended that the CBSA incorrectly chose not to use its privileges of extending the
preliminary phase of the investigation by an additional 45 days.

[196] PanAsia claimed that CBSA investigations continue to rely on methodologies that do not
result in surrogate values and are thus not in good faith in adhering to the international
agreements. Karn Kiu and Pingguo offeied similar cornrnents on this issue.

[197] Karn Kiu also indicated that the surrogate methodology employed by the CBSA at the
preliminary determination was unfair and inaccurate. Karn Kiu alleged that the CBSA did not
have a sound basis for ignoring the alternative methodology in 20(1)(d).

[198] Pingguo referred to the Agreement on Implementation ofArticle VI ofthe General
Agreement on Tariffs and Trade 1994 - Annex II, where a hierarchy of information to be used in

. the course of an anti-dumping investigation is listed. Pingguo referenced that the preferred
information is that which is actually provided by the producers and exporters ofthe subject
goods, along with that of the govemment in the country of exarnination.

[199] Pingguo argued that such submitted information cannot be rejected or disregarded
without a thorough explanation by the investigating authority before information from a
secondary source is used. Pingguo argued that the information from a secondary source could
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only be used in circumstances where the interested party has failed to cooperate.46 Pingguo also
submitted that the CBSA failed to make adjustments to ensure a fair comparison between export
price and normal value.47

[200] PanAsia further contended that section 20 refers to prices and costs in countries other
than Canada. The company asserted that there is no reference in section 20 to using Canadian
costs even if adjusted per the suggestion of the Complainants.

[201] PanAsia submitted that a determination of normal values under Section 29 of SIMA,
which is based on the facts available, would allow the CBSA to use Chinese processing costs and
General, Selling and Administrative (GSA) e~penses.

[202] PanAsia and Kam Kiu also submitted that the use of the section 20 methodology does not
preclude the use of eachcooperative exporter's own processing costs and GSA expenses in
calculating normal values, Karn Kiu submitted that the CBSA rejected this data in favour of an
alternative methodology, based on the self-servin~ and unverified filings ofpetitioners, whichby
its nature, is arbitrary and by definition punitive.4

[203] With respect to the section 20 normal values, Karn Kiu submitted that their normal values
are far closer to and in fact above Canadian prices and have no relationship to prices in India, the
purported surrogate information base. Karn Kiu alleged that the CBSA did not reveal its precise
methodology with respect to normal value calculations in any reliable way.49

[204] Pingguo further submitted thatthe cost of production portion of the normal value must be
reduced for further finished aluminum extrusions. Pingguo submitted that it purchases molten
aluminum not aluminum ingots and deductions to the normal value are necessary to account for
these differences. 5o

[205] Pingguo also claimed that the CBSA established normal values based on only the alloy
and surface finish of the aluminum extrusions and as a result, ignored the fact that there are
standard shapes of aluminum extrusions and also very complex aluminum extrusions. Pingguo
argued that this flaw has led to a significant overstatement of the normal values calculated by the
CBSA and high margins of dumping..

[206] The GOC further concluded that the CBSA must assign an "aIl others" rate to aIl other
exporters based on the weighted average margin of dumping found for the responding
exporters.51

46 Exhibit 572 (Ne) - Pingguo Case arguments, paragraph 29, page 10.
47 Exhibit 572 (NC) - Pingguo Case arguments, paragraph 37, page 12.
48 Exhibit 567 (NC) - Kam Kiu Case arguments by Kam Kiu, paragraph 179, page 49.
49 Exhibit 567 (NC) - Kam Kiu Case Arguments, paragraph 45, page 13.
50 Exhibit 572 (Ne) - Pingguo Case Arguments, paragraph 39, page 13.
51 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 239, page 59.
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CBSA Response

[207] The CBSA requested, but did not receive sufficient information to estimate ordetermine
normal values pursuant to paragraphs 20(1)(c) and 20(1)(d) of SIMA. AlI ofthe information
provided to the CBSA was placed on the administrative record and the public listing of exhibits.
This information was accessible to aIl interested parties who have disclosure privileges at any
time during the proceedings. The Statement of Reasons issued at the preliminary determination
explained that sufficient information had not been reeeived to apply paragraph 20(1)(c), and
explained how normal values were estimated for purposes of the preliminary determination.
This Statement of Reasons explains that sufficient information was not receivedto apply either
paragraph 20(1)(c) or paragraph 20(1)(d), and explains how normal values were determined for
purposes of the final determination. It is evident from the information on the record that the
CBSA did not have available sufficient pricing, costing or import data relating to a surrogate
country to possibly apply the said provisions ofsection 20. In the absence of surrogate country
information, normal values were determined on the basis of the best information available.

[208] The CBSA has fuIly met its investigative obligations under section 20 by contacting
producers in various surrogatecountries and also in requesting information from known
importers on their purchases of like goods from countries other than China.

[209] PanAsia contended that the CBSA incorrectly chose not to extend the preliminary phase
of the investigation by up to 45 days. The CBSA notes that subsection 39(1) of SIMA permits
the President to extend the preliminary investigation under certain circumstanees which make it
unusuaIly difficult for the decision to be made within the prescribed timeframes. In this
investigation and in accordanee with the provisions in SIMA, the President was not of the
opinion that an extension was·warranted..

[210] The President has rendered the opinion that domestic priees in the aluminum extrusion
sector are substantiaIly determined by the GOC and that there is sufficient reason to believe that
Chinese domestic priees of aluminum extrusions are notsubstantiaIly the same as they would be
in a competitive market. This opinion precludes the CBSA from using sales and associated
costing datafrom the respectivecooperating exporters.

[211] For the purposes of the final determination, in the absence of surrogate country
information, normal values were determined under a ministerial specification under section 29 of
SIMA, based on the best information available to the CBSA, to approximate surrogate normal
values. Given this determination, the arguments submitted, which do not favour this approach,
fail to provide an acceptable alternative to establish normal values.

[212] In respect of considerations for 'standard' versus 'custom' shapes, while the CBSA did
not establish separate normal values for these two groups, the CBSA did provide information to
the Tribunal relating to the margins of dumping for the cooperative exporters for standard shapes
and custom shapes as per the definitions provided by the Tribunal on December 18, 2008.

[213] Lastly, the CBSA notes that the GOC did not provide any arguments regarding why the
CBSA should use a weighted average margin of dumping for the "aIl others" rate. The CBSA's
treatment of non-cooperative exporters in this dumping investigation is consistent with its past
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practices in this regard. The GOC has not explained why the CBSA should deviate from this
established practice.

6. Import Duties, VAT Rebates and Export Taxes

[214] The GOC submitted that there is no evidence to support the CBSA's assertion that the
domestic prices of aluminum extrusions in China are substantially determined bythe
manipulation of VAT rebates. The GOC argued that the CBSA's reasoning in arriving at these
conclusions is "riddled with unsubstantiated assumptions," and that the CBSA has failed to
demonstrate that movements.in domestic prices were not caused by other normal·market
factors. 52

[215] The GOC also asserted that a section 20 determination must be premisedon active price
. determination by a government, and that it is not sufficient to rely upon the fact that a
government may have implemented general measures that have sorne permanent or temporary
price suppressive or increasing effect.

[216] The GOC argued that the CBSA has confused the two distinct concepts of "influence"
and "determine", and that the simple "effects" of government regulations aimed at environmental
or other legitimate areas of government regulation cannot be interpreted to meet the high
thresholds required bythe wording of section 20 of SIMA ("substantiaIly" and "determine").
They concluded that the CBSA has erred in equating influence or effect with price
determination, contrary to the letter and spirit of section 20 of SIMA.53

[217] The GOC further submitted that if the CBSA insists on assessing such indirect factors
that it must consider the net effect of aIl such measures, not just those the CBSA assumes may
havedriven prices down in China. The GOC noted that the preliminary determination disclosed
no such analysis. 54

CBSA Response

[218] The CBSA analyzed information on the record concerning export volumes of goods
affected by the removal of VAT rebates and export taxes. This evidence demonstrates that,
immediately following the GOC's tax changes to restrict exports, export volumes of the affected
goods plunged dramaticaIly.

[219] The CBSA's analysis at the preliminary determination also demonstrated that the
reduction ofVAT rebates and imposition of export taxes on aluminum coincided with a
significant divergence in SHFE and LME prices. The CBSA is satisfied that this presents
reasonable evidence that the reduction of VAT rebates and imposition of export taxes resulted in
a reduction in export volumes and corresponding reduction in domestic prices as domestic
supply increased.

52 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraph 114, pages 24 and 25.
53 EXhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 123, page 27.
54 Exhibit 565 (NC) - GOC Case Arguments (Dumping and Subsidy), paragraph 126, page 28.
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[220] The CBSA notes that the GOC has failed to identify information on the record that would
provide an alternative explanation as to how the prices of aluminum, a world wide traded
commodity product, could be significantly lower in China than the rest of the world. Instead, the
GOC supplied other spot price information and conducted its own comparison to show that
prevailing prices of aluminum in China are only about 3% below prices on the LME. However,
the GOC's analysis did not remove the 17% VAT that is included in the reported spot priee data.
To make the data comparable to LME quoted prices, the 17% Chinese VAT should be removed.

7. Onsite Verification Meetings

[221] Pingguo submitted that variations do occur between the exporter' s official invoices and
the commercial invoices issued to customers. Pingguo submitted that while invoices are
generally identical in terms of amount and value, certain variations could arise;55 Pingguo
submitted that variations do not diminish the reliability and accuracy of the information provided
to the CBSA in respect of export sales to Canada for the purposes of cooperating in this
investigation.56 . .

CBSA Response

[222] Issues with respect to the reliability and accuracy of information submitted to the CBSA
by Pingguo arose in the course of the verification. For example, Pingguo stated that it was not in
a position to reconcile its domestic sales database provided to the CBSA with its financial
information.57

[223] The reconciliation of domestic and export sales toan enterprise's financial data is a key
component of the CBSA's verification and is material to the CBSA's decision whether or not
normal values and export prices can be established based on the exporter's information.

[224] As indicated on the CBSA's administrative record, including the assembled verification
exhibits,58 there were several attempts by Pingguo to provide revised export sales to Canada.

[225] On December 2,2008, during the company's last attempt to reconcile the data and
provide explanations, Pingguo terminated the verification with the CBSA.

[226] On December 24, 2008, Pingguo provided additional information concerning the relevant
regulatory provisions under Chinese law concerning exportinvoices, tax rebate exemptions and
enterprise accounting.59

[227] However, while Pingguo provided the legislation to the CBSA, it did not make further
submissions or provide complete details of its own information concerning these variances, and
aIl other variances, along with the necessary explanations and supporting documentation. As a

55 Exhibit 572 (NC) - Pingguo Case Arguments, paragraph 51, page 18.
56 Exhibit 572 (NC) - Pingguo Case Arguments, paragraph 53, page 18.
57 Exhibit 498 (NC) - Pingguo Verification Exhibit 32, "Representations from PAA Regarding Domestic Sales".
58 Exhibit 498 (Ne) - Pingguo VerificationExhibit 32, "Representations from PAA Regarding Domestic Sales".
59 Exhibit 510 (NC) - Supplemental Information from Pingguo, December 24, 2008.
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result, Pingglio' s information was deemed to be deficient and could not be used for the purposes
of the final determinations.

8. Measures by Investigating Authorities of a Country Other Than Canada

[228] In its representations, lianmei stated that in South Africa's 2007 anti-dumping
investigation on aluminum bars, rods and profiles originating in or exported from China, lianmei
participated and was assessed a dumping rate of zero at the final determination.60

CB8A Response .

[229] The CBSA's dumping investigation on certain aluminum extrusions is independent of the
investigation initiated by South Africa. The determination in that investigation is not relevant to
this process.

9. Other Factors

[230] The GOC submitted that the CBSA failed to take into account or to give appropriate
weight to other important factors that confirm that the aluminum extrusions industry in China is
highly competitive and market driven.

[231] The GOC noted that the CBSA merely mentioned the low market concentration of the
aluminum extrusions industry in China (460 above-scale producers), butdid not provide reasons
why it did not consider this any further in its analysis. The GOC further noted that the CBSA
mentions the low levels of state-ownership amongst aluminum extrusions producers in China but
ignored this evidence in its analysis.61

[232] Pingguo submitted that there is a bàsic f1aw in the product definition in that the CBSA's
subject goods definition describes a process and not a product,62

[233] Pingguo also submitted that the multiple exchange rate calculations from US currency to
the Chinese Renminbi to Canadian currency in the calculation of export priees has erroneously
decreased the export priee resulting in an inf1ated margin of dumping.63

[234] PanAsia and Kam Kiu submitted that, as has been accepted in previous CBSA
investigations, the proper point in the transaction chain to determine export priees pursuant to
section 24 of SIMA is the sales between the company's trading arm and the customers in
Canada. PanAsia and Kam Kiu objected to a determination based on the transfer priee between
the manufacturer in China and trader located in another country (i.e. Macau, Hong Kong).

[235] The Complainants also replied to issues raised in regards to the differences between the
LME versus SHFE and LTM priees, the pass-through analysis, the nature of the GOC policies

60 Exhibit 188 (Ne) - Respùnse to RFI by Jianmei, question A12, page 7.
61 Exhibit 565 (Ne) - GOC Case Arguments (Dumping and Subsidy), paragraph 136A, page 30.
62 Exhibit 572 (Ne) - Case arguments from Pingguo, paragraphs 4 - 10, pages 1 - 3.
63 Exhibit572 (Ne) - Case arguments by Pingguo -paragraph 42, page 14.
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and guidelines as weIl as on state-owned aluminum companies.64 The Complainants concluded
that the evidence supported the appropriateness of a section 20 determination.

CBSA Response

[236] The CBSA notes that the information coneeming the Chinese aluminum extrusions
industry make-up, in terms of low market concentration and low state-ownership, was included,
analysed and given appropriate weight in itsanalysis for both the preliminary and final
determinations.

[237] Pingguo's allegation that the CBSA's product definition is flawed on the basis that it
defines a process and not a product is unfounded. The CBSA's product definition clearly defines
the parameters of the goods under investigation. Any description of the extrusion process that
coincides with or follows that definition, as with other product information, is meant to help
clarify the nature of the product, so as to best ensure that aIl interested parties are well informed
as to the parameters of the investigation.

[238] With respect to the exchange rates, the nature of export trade is that there are sales made
in different currencies. The exchange rates applied by the CBSA were the daily exchange rates
as postèd by the Bank at Canada on the date of sale of the goods as per subsection 44(1) of the
Special Import Measures Regulations.

[239] The CBSA recognizes that PanAsia China and PanAsia Macau, although they are set up
as two distinct companies, are owned by the same conglomerate and operate as one business
entity for the purposes of exporting the subject aluminum extrusions to Canada. As a result, the
CBSA recognized the transaction priee between PanAsiaMacau and the customers in Canada in
establishing export prices under section 24 of SIMA for purposes of the final determinations.

SUBSIDY INVESTIGATION

[240] In accordanee with SIMA, a subsidy exists if there is a financial contribution by a
govemment of a country other than Canada that confers a benefit on persons engaged in the
production, manufacture, growth, proeessing, purchase, distribution, transportation, sale, export
or import of goods. A subsidy also exists in respect of any form of income or priee support
within the meaning of Article XVI of the General Agreement on Tariffs and Trade, 1994, being
part ofAnnex lA to the WTO Agreement, that confers a benefit.

[241] Pursuant to subsection 2(1.6) of SIMA, there is a financial contribution by a govemment
of a country other than Canada where:

(a) practices ofthe govemment involve the direct transfer offunds or liabilities or the
contingenttransfer of funds or liabilities;

(b) amounts that would otherwise be owing and due to the govemment are exempted
or deducted or amounts that are owing and due to the govemment are forgiven or
not collected;

64 Exhibit 579 (NC) - Reply Submissions (Dumping and Subsidy) from Complainants, paragraphs 8-21, pages 4 - 8.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 36



(c) the government provides goods or services, other than general governmental
infrastructure, or purchases goods; or

(d) the government pennits or directs a non-governmentalbody to do anything
referred toin any ofparagraphs (a) to (c) where the right or obligation to do the
thing is nonnally vested in the government and the manner in which the
non~governmental body does the thing does not differ in a meaningful way from
the manner in which the government would do it.

[242] Where subsidies exist, they may be subject to countervailing measures ifthey are specifie
in nature. A subsidy is considered to be specifie when it is limited, in law, to a particular
enterprise within the jurisdiction of the authority that is granting the subsidy; or is a prohibited
subsidy. An "enterprise" is defined under SIMA as also including a group of enterprises, an
industry and a group of industries. A "prohibited subsidy" includes a subsidy which is
contingent, in whole or in part, on export perfonnance or a subsidy or portion of a subsidy that is
contingent, in whole or in part, on the lise of goods that are produced or that originate in the
country of export.

[243] Notwithstanding that a subsidy is not specifie in law, a subsidy may also be considered
specifie having regard as to whether:

(a) there is exclusive use of the subsidy by a limited number of enterprises;
(b) there is predominant use of the subsidy by a particular enterprise;
(c) disproportionately large amounts of the subsidy are granted to a limited number of

enterprises; and
(d) the manner in which discretion is exercised by the granting authority indicates

that the subsidy is not generally available.

[244] For purposes of a subsidy investigation, the CBSA refers to a subsidy that has been found
to be specifie as an "actionable subsidy," meaning that it is subject to countervailing measures if
the persons engaged in the production, manufacture, growth, processing, purchase, distribution,
transportation, export or import of goods under investigation have benefited from the subsidy.

Investigation process

[245] Prior to the initiation of the investigation, the Complainants submitted documents
alleging that the producers and exporters of aluminum extrusions in China benefited from
actionable subsidies provided by the GOC.

[246] Financial contributions provided by state-owned enterprises operating under the direct or
indirect control or influence of the GOC may also be considered to be provided by the GOC for
purposes of this investigation.

[247] At initiation, the CBSA identified 54 potential subsidy programs in the following eight
categories:

1. Special Economie Zones (SEZ) and other Designated Areas Incentives;
2. Grants;
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3. Equity Infusions/Debt-to-Equity Swaps;
4. Preferential Loans;
5. Preferential Income Tax Programs;
6. Relieffrom Duties and Taxes on Materials and Machinery;
7. Reduction in Land Use Fees; and
8. Purchase of Ooods/Services from State-owned Enterprises.

[248] Details regarding these potential subsidies were provided in the Statement ofReasons
issued for the initiation ofthis investigation. This document is. available through the CBSA
website at the following address:
http://www.cbsa-asfc.gc.ca/sima-lmsi/i-e/ad1379/ad1379-i08-de-eng.pdf,

[249] In conducting its investigation, the CBSA sent subsidy RFIs to identified potential
exporters located in China and to theOOC. Under SIMA, the amount of subsidy is based on the
benefits conferred by allievels of a foreign government, to any party engaged in the production,
manufacture, growth, processing, purchase, distribution, transportation sale, export or import of
the goods. Similarly, the determination of the amount of subsidy normally requires complete
information from both the exporters of the subject·goods and the government of the country of
export. Although sorne of the exporters involved in this investigation provided the subsidy
information that was requested from them, the OOC did not.

[250] Specifically, four of the six ehinese exporters that were verified on-site fully cooperated
with the CBSA during the subsidy verifications. In addition, three other Chinese exporters,
which submitted late subsidy responses, were verified by desk audit during the final stage of the
investigation and their subsidy information is also considered complete for purposes of the final
determination.

[251] Regarding the ooe, its original subsidy information was determined to be incomplete.
The OOC was contacted prior to the preliminary determination and advised that its subsidy
submission had been reviewed, was found to be incomplete and would not be used for purposes
of the subsidy investigation. At the same time, the GOC was informed that if it subsequently
submitted a complete response to the RFI, the CBSA would endeavour to use this information
for the investigation provided that it was provided in sufficient time for the CBSA to analyze and
verify before the closing of the record on December 31, 2008.

[252] On November 28,2008, the GOC provided additional information relating toits subsidy
submission. On December 31, 2008, after careful consideration ofmany factors, the CBSA
notified the GOC that their information was not submitted within a reasonable amount of time,
and consequently would not be used by the CBSA for purposes ofthe investigation.

[253] The following considerations, amongst others, were salient in considering whether the
supplemental information from the OOC was submitted within a reasonable period oftime:

• the CBSA made efforts to ensure that the Goe received the RFI as soon as possible, by
providing an electronic copy ofthe RFI to the Embassy of the People's Republic of
China in Canada on the day that the investigation was initiated, August 18, 2008;
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• the fact that a one week extension had already been provided to the GOC for purposes of
providing a response to the RFI, extending the original deadline of September 24, 2008,
to October 1,2008;

• the length of time by which the GOC missed the original deadline date for providing its
subsidy RFI response. The supplemental information was filed on November 28, 2008, a
full eight weeks past the October 1 deadline;

• there was insufficient time for the CBSA to verify the large quantity and complex nature
of information submitted, given that the additional subsidy information was filed so late
in the investigation;

• the late subsidy filing precluded the CBSA from planning andscheduling an on-site
verification with the GOC, particularly considering that on-site verifications were already
scheduled and underway with Chinese exporters at the time the supplemental information
was submitted to the CBSA;

• the CBSA is bound by tight legislative and administrative timeframes to conduct its
investigations, and to reach the final determination; and

• that using the information would likely compromise the orderly conduct of the
investigation and prejudice the interests of other parties to the investigation.

In addition, the CBSA's review of the supplemental information submitted by the GOC still
revealed deficiencies in the subsidy response.

[254] As a result, the information submitted by the GOC in response to the subsidy RFI was not
used for purposes of the final determination. Notwithstanding that the GOC's subsidy
information was not used, the CBSA, in recognition of the amount of cooperation and the
volume of information that has been provided by the cooperative exporters, has determined
individual amounts of subsidy under ministerial specification for the seven cooperative Chinese
exporters.

Results of the Subsidy Investigation

[255] For the purposes of the final determination, the CBSA determined specific amounts of
subsidy for each of the seven cooperative exporters on the basis of the program(s) that the
exporter had utilized during the Subsidy POl.

[256] In surnmary, 56 potential subsidy programs were investigated and 15 of the potential
subsidy programs were determined to have conferred benefits to the cooperative exporters. The
information received from the cooperative exporters indicates that they received benefits under
one or more of the following programs:

• Preferential Tax Policies for Enterprises with Foreign Investment Established in the
Coastal Economic Open Areas and in Economic and Technological Development Zones

• Research & Development (R&D) Assistance Grant
• Superstar Enterprise Grant
• Matching Funds for International Market Development for SMEs
• One-time Awards to Enterprises Whose Products Qualify for "Well-Known Trademarks

of China" or "Famous Brands of China"
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• Export Brand Development Fund
• Preferential Tax Policies for Foreign Invested Enterprises - Reduced Tax Rate for

Productive FIEs Scheduled to Operate for a Period not less than 10 Years
• Preferential Tax Policies for Foreign-Invested Export Enterprises
• Local Income Tax Exemption and/or Reduction
• Exemption of Tariff and Import VAT for Imported Technologies and Equipment

65 .
• Patent Award of Guangdong Province
• Training Program for Rural Surplus Labor Force Transfer Employment66

• Reduction in Land Use Fees
• Provincial Scientific Development Plan Fund
• Primary aluminum Provided by Government at Less than Fair Market Value

[257] .A summary of the findings for the named subsidy programs can be found in
Appendix2.

[258] For purposes ofthe final detennination, the amounts of subsidy for the seven cooperative
Chinese exporters range from 2.59 Renminbi per kilogram to 3.88 Renminbi per kilogram, or
from 8% to 16% expressed as a percentage of export priee. The resultantamounts of subsidy for
each of the cooperative exporters are provided in Appendix 1.

[259] For the non-cooperative exporters, the amount of subsidy has been determined under a
ministerial specification, pursuant to subsection 30.4(2) of SIMA, based on:

1) the highest amount of subsidy (Renminbi per kilogram} found for each of the 15 subsidy
programs for the seven cooperative exporters located in China; plus

2) the simple average ofthese highest amounts in 1) applied to each of the remaining
41 potentially actionable subsidy programs for which infonnation is not available or has
not been provided at the final determination.

[260] As a result, the total amount of subsidy for the non-cooperative exporters is
15.84 Renminbi per kilogram, or 60% as a percentage of export priee.

65 This program was not identified at initiation but was found to have been used following the analysis of
the cooperative exporter responses to the Subsidy RF!.

66 This program was not identified at initiation but was found to have been used following the analysis of
the cooperative exporter responses to the Subsidy RF!.
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SUMMARY OF RESULTS - SUBSIDY

Period of Investigation - January 1, 2007 to June 30, 2008

Subsidized
Weighted Country Subsidized

Goods as
Country Percentageof

Average Imports as Goods as

Country
Amountof Percentage of Percentage of

Imports
Subsidy* Total Imports Total Imports

China 100% 47% 43% 43%
*As percentage of the export priee

[261] The final results indicate that 100% of the subject goods imported into Canada during the
Subsidy POIwere subsidized. The overall weighted average amount ofsubsidy is equal to 47%
of the export priee.

[262] In making a final determination of subsidizing under subsection 41 (1).of SIMA, the
President must be satisfied that the subject goods have been subsidizedand that the amount of
subsidy on the goods ofa country is not insignificant. According to subsection 2(1) of SIMA, an
amount of subsidy that is less than 1% of the export priee of the goods is considered
insignificant.

[263] However, section 41.2 of SIMA directs the President to take into account the provisions
of Article 27 of the WTO Agreement on Subsidies and Countervailing Measures (ASCM) when
conducting subsidy investigations. These provisions stipulate that any investigation involving a
developing country must be terminated as soon as the President determines that the total amount
of subsidy for a developing country does not exceed 2% of the export priee of the goods.

[264] The CBSA normally makes reference to the DAC List of Official Development
Assistance Aid Recipients, maintained by the Organization for Economie Co-operation and
Deve~opment, to determine eligibility for the differential amounts for developing countries in
subsidy investigations. As China is a developing country according to this list, the 2% threshold
for insignificance would apply. As the table above illustrates, the amount of subsidy found
during this investigation is not insignificant.

[265] For purposes of the preliminary determination of subsidizing, the President has
responsibility for determining whether the actual or potential volume of subsidized goods is
negligible. After a preliminary determination of subsidizing, the Tribunal assumes this
responsibility. In accordance with subsection 42(4.1) of SIMA, the Tribunal is required to
terminate its inquiry in respect of any goods if the Tribunal determines that the volume of
subsidized goods from a country is negligible.

REPRESENTATIONS CONCERNING THESUBSIDY INVESTIGATION

[266] Listed below are details ofrepresentations made to the CBSA with respect to the subsidy
investigation, including case arguments and reply submissions, from exporters, the GOC and the
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Complainants. Following the representations on each issue is a response explaining the position
of the CBSA.

1. Grounds for Initiation

[267] The GOC argued that the CBSA did not have sufficient grounds to initiate the subsidy
investigation.67 They contended that the èomplainants and the CBSA have failed to provide
primafacie evidence that any of the exporters benefited from the majority of the alleged
programs identified.

[268] The GOC asserted that the Complainants failed to provide a reasonable indication of
subsidization as is required by section 31 of SIMA and that the CBSA failed to provide the basis
for its decision to initiate in relation to materials submitted by the Complainants.

[269] The GOC also argued that the initiation of the investigation was inconsistent with respect
to Articles 11.2 and 11.3 of the ASCM and submitted that there was not sufficient evidence with.
respect to:

• The existence or nature of the subsidies contained within the complaint;
• Proof that these alleged subsidies applied to the industry sector concerned; or
• That the alleged subsidies were used by the aluminum extruders in China relevant to this

investigation.

CBSA Response

[270] At the time ofthe initiation of the subsidy investigation, based on the information
provided in the complaint,· other available information, and theCBSA's internaI data on imports,
there was evidence that aluminum extrusions originating in or exported from China had been
subsidized, and a reasonable indication that such subsidizing had caused or was threatening to
cause injury to the Complainants.

[271] The Statement of Reasons issued at the initiation ofthis investigation publicly outlined
the reasdns for initiating the investigation and the evidence considered in making that
determination. This document can be accessed at:
http://www.cbsa-asfc.gc.ca/sima-lmsi/i-e/adI379/adI379-i08-de-eng.html

2. Level of Cooperation bythe GOC and Use of the Facts Available

[272] In theircase arguments, the Complainants asserted that the GOC had not fully cooperated
in the subsidy investigation. They contended that since the GOC had chosen to answer with
specifie information relating to only 12 exporters, that such a selective response cannot ref1ect
any amounts of subsidy benefiting exporters not selected by the GOC. They stated that the GOC
has been non-cooperative and has "designed, intentionally, a response based on information
regarding certain selectedexporters.,,68

67 Exhibit 8478 - Case Arguments (Dumping and 8ubsidy) - Government of China, pages 39-45.
68 Exhibit 8492 - Reply 8ubmissions (Dumping and 8ubsidy) - Canadian Complainants, paragraph 23.
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[273] Furthermore, the Complainants stated that this type of non-cooperation, ifnot properly
addressed by the CBSA, could easily be used to manipulate results. Accordingly, they argued
thatamounts of subsidy from selected exporters should not subsequently be applied to calculate
countervailing duties for non-cooperative or newexporters.69

[274] The Complainants also submitted that, it is unreasonable to assume that subsidies given
to non-cooperative exportersare reflectedin any cooperative exporter's RFI response. The
Complainants submitted that the non-cooperative exporters should accordingly be assessed the
highest possible amount of subsidy. Consequently, the Complainants contended that the CBSA
should exercise its discretion in its approach to assessing duties to protect the Complainants from
imports of the subsidized goods.70

[275] Lastly, the Complainants stated that CBSA policies should not contemplate or encourage
partial cooperation by foreign governments in a subsidy investigation. They further asserted that
the GOC has not cooperated with the subsidy investigation and provided an incomplete response
even in respect of the selected exporters, which includes the cooperative exporters. Accordingly,
the Complainants argued that aIl exporters ofthe subject goods from China should be deemed
non-cooperative and have countervailing dutYrates determined for them under a ministerial
specification.71

[276] The GOC argued that their ability to provide a complete response to the RFI was
significantly hampered because the CBSA did not provide the GOC with requested particulars.72

[277] SpecificaIly, the GOC alleged that the CBSA did not provide clarification and
information to allow the GOC to confirm the existence of programs and identify the level of
government involved, nor did the CBSA supply a detailed list of deficiencies found in their
original RFI response.

[278] Furthermore, the GOC argued that the CBSA should not use the "facts available" clause
under Article 12.7 of the ASCM in its treatment ofthe GOC.73 The GOC argued that this Article
only applies where a country "refuses access to, or otherwise does not provide, necessary
information within a reasonable period or significantly impedes the investigation." The GOC
asserted that its participation in the subsidy investigation does not meet this standard.

[279] In response to the Complainants' arguments, Kam Kiu submitted that WTO mIes and
procedural faimess require that actual verifiable information is to be preferred to information
from unreliable sources.74

.

69 Exhibit s477 - Case Arguments (Subsidy) - Canadian Complainants, paragraphs, 2-3 and 15.
70 Exhibit s477 - Case Arguments (Subsidy) - Canadian Complainants, paragraphs 7-8.
71 Exhibit s477 - Case Arguments (Subsidy) - Canadian Complainants, paragraphs 10-11, 13.
72 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Government of China, pages 56-58.
73 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Government of China, pages 37-38.
74 Exhibit 580 - Reply arguments by Kam Kiu, paragraph 45.
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CBSA Response

[280] The GOC failed to provide a complete and timely response to the CBSA's subsidy RFI
and as a result, the CBSA was unable to use their information for the purposes of the
investigation. The information requested by the CBSA, which the GOC failed to provide, would
have enabled the CBSA to conduct a proper analysis for each of the alleged programs and
determine amounts of subsidy in the manner prescribed by SIMA.

[281] Therefore, in accordance with SIMA subsection 30.4(2), where, inthe opinion of the
President, sufficient information was not provided or was otherwise not available to enable the
determination of the amount of subsidy in the prescribed manner, the amount of subsidy was
determined under a ministerial specification.75

[282] Notwithstanding the incomplete GOC response, the CBSA is satisfied that the
information on the CBSA's subsidy administrative record, where provided in a timely fashion by
the cooperative exporters from China, is complete and verified. Therefore, for the final
determination, the CBSA determined amounts of subsidy for these cooperative exporters, under a
ministerial specification pursuant to subsection 30.4(2) of SIMA, using information provided by
those respective parties.

[283] In respect ofthe concems raised by the GOC regardingthe quality of the CBSA's
notification of deficiencies, the CBSA did notify the GOC, in a letter dated October 15,2008,
that their original responseto the subsidy RFI was not sufficiently complete to be used for the
investigation. In that letter, the CBSA explained the most significant aspects of the submission
that were found to be deficient, including the following:

• The GOC limited its response to account for only 12 "responding companies" it
identified instead oftaking intoaccount aIl 160 of the exporters identified by the CBSA.

• In many instances, the GOC did notanswer the question posed by the CBSA and simply
stated that none of the "responding companies" received benefits under the identified
programs.

• In cases where "responding companies" received benefits under a program, the GOC
failed to answer aIl of the CBSA's questions, failed to provide the amount ofbenefits
given to the "responding companies", did not provide information concerning the number
of industries andenterprises that received, applied for, or were denied benefits.

• The GOC failed to provide copies of33 govemment documents specifically requested for
various reasons, most notably, because the GOC believed the majority of the documents
were irrelevant to "responding companies" and the GOC simply refused to submit them.

• The GOC failed to provide aIl ofthe provincial five-year plans, limiting their response to
provinces where "responding exporters" were located.

• The GOC failed to provide the China Non-Ferrous Metals Yearbook and other statistical
publications requested.

75 Though technicaHy aH exporters had their amounts of subsidy calculated under a ministerial specification pursuant
to subsection 30.4(2), exporters that were deemed 'cooperative' were treated differently than non-cooperative
exporters under the methodology of the ministerial specification.
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• The GOC provided only partial information on 1 of 27 newly identified grant programs
and c1aimed to have no knowledge of the remaining 26 programs.

[284] In addition to identifying the major areas of deficiency through this correspondence, the
CBSA attempted to assist the GOC in its response conceming the grant programsby indicating
that the reference material used by the CBSA to identify these programs could be found on the
CBSA's Exhibit Listing for this investigation as Exhibits S38, S43, and S48.

[285] In a further effort to assist the GOC, the CBSA also noted through this correspondence
that sorne of the cooperative exporters indicated they had received benefits under sorne of the
newly identified grant programs for which the GOC stated they had no knowledge.

[286] As with the reference material, the submissions received from cooperative exporters were
also placed on the CBSA's administrative record and were available to the GOC and their
counsel.

3. Rejection of Other GOC Filings

[287] The GOC further argued that the CBSA should consider information the GOC submitted
on November 28,2008, for purposes of the investigation.76 The GOC indicated that the reasons
provided by the CBSA for not accepting the information have no merit and that the WTO
Appellate body has shown that a submission cannot simply be rejected for being untimely.

[288] The GOC alleged that the CBSA failed to provide a detailed list of deficiencies relating
to their original October 1, 2008 submission and that the CBSA did not provide a deadline to
submit additional information. .

[289] The GOC asserted that this information was submitted within a reasonable amount of
time before the c10sing of the record date of December 31, 2008, and that the CBSA would have
been able to verify the information.

[290] The GOC also argued that the CBSA is not limited to considering only verified
information, that the administrative deadlines are artificial and could have been changed, and
that the CBSA could have extended the date for the preliminary determination.

CBSA Response

[291] As previously stated, the CBSA's letter dated October 15,2008, notified the GOC that
their original response to the subsidy RFI was not sufficiently complete to be used in this
investigation. In that letter, the CBSA also indicated that if the GOC were to submit a complete
response to the RFI, that the CBSA would endeavour to use such information for the purposes of
the investigation, provided the information was submitted in sufficient time for the CBSA to
analyze and verify it before the c10sing of the record on December 31,2008.

76 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Govermnent of China, pages 51-56.
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[292] In a letter dated October 30, 2008, the GOC indicated that additional information in
respect of the subsidy investigation would be submitted shortly. On the same date, the CBSA
acknowledged this .letter with its own correspondence and reminded the GOC that any such
information submitted would be used if it were provided in sufficient time for the CBSA to
analyze and verify it before the closing of the record.

[293] On November 28,2008, the GOC submitted additional information to theCBSA in
respect of the subsidy investigation, in excess of 1,100 pages.

[294] On December 29,2008, counsel for the GOC requested confirmation that the information
submitted would beconsidered to be a complete response from the GOC and would be used as
part of the subsidy investigation final determination.

[295] On December 31, 2008, the CBSA responded in a letter to the GOC indicating that the
information would not be used, as it was not submitted within a reasonable period of time.77 In
considering whether the additional information was submitted within a reasonable period of
time, the CBSA considered a number of fact9rs including:

• the CBSA made efforts to ensure that the GOC received the RFI as soon as possible, by
providing an electronic copy of the RFI to the Embassy of the People's Republic of
China in Canada on the daythat the investigation was initiated, August 18, 2008;

• thefact that a one week extension had already been provided to the GOC for purposes of
providing a response to the RFI, extending the original deadline of September 24, 2008,
to October 1,2008;

• the length of time by which the GOC missed the original deadline date for providing its
subsidy RFI response. The supplemental information was filed on November 28,2008, a
full eight wee).<s past the October 1 deadline;

• there was insufficient time for the CBSA to verify the large quantity and complex nature
of information submitted, given that the additional subsidy information was filed so late
in the investigation;

• the late subsidy filing precluded the CBSA from planning and scheduling an on-site
verification with the GOC, particularly considering that on-site verifications were already
scheduled and underway with Chinese exporters at the time the supplemental information
was submitted to the CBSA;

• the CBSA is bound by tight legislative and administrative timeframes to conduct its
investigations, and to reach the final determination; and

• that using the information would likely compromise the orderly conduct of the
investigation and prejudice the interests of other parties to the investigation.

77 Exhibit 8463 (Ne).
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[296] While the information submitted by the GOC on November 28, 2008 was not submitted
within sufficient time for the CBSA to analyze and verify, the CBSA did conduct a review of the
submission for general content andcompleteness. As a result of that review, it was noted that
significant aspects of the submission were still deficient. In brief, some of the deficiencies
included:

• The GOC's response remained limited to the 12 "responding companies" that they had
previously identified, ignoring the CBSA's request for the GOC to consider an
160 exporters identified by the CBSA;

• Where the GOC acknowledged that exporters may have received benefits under a
particular program, the GOC does not name that company, referring to them only as
"responding companies";

• Similarly, in cases where "responding companies" received benefits under a program, the
GOC failed to answer an of the CBSA's questions, failed to provide theamount of
benefits given to the "responding companies;', and did not provide information
conceming the number of industries and companies that received, applied for, or were
denied benefits;

• The GOC failed to provide information for a number of programs, noting the information
with respect to the programs are unclear, broad, and difficult to identify, whilenoting in
the same response that "responding companies" have advised them that they have not
benefited from the programs;

• For programs administered in many different provinces, the GOC limited the information
submitted to the provinces and areas where the GOC's list of "responding companies"are
10cated;

• A complete and accurate list of SOE Primary Aluminum producers, though previously
requested,.was still not provided;

• The more than 30 govemment docu.nients requested by the CBSA in the RFI, which the
GOC refused to provide, were still absent from the submission; and

• The requested statistical publications ancl industry association yearbooks were omitted.

[297] This list above is not an exhaustive list of the deficiencies or a complete analysis of the
submission, which was not undertaken for reasons noted earlier. However, it demonstrates that
the information submitted by the GOç on November 28, 2008, was still incomplete and would
have required additional information and clarification on numerous issues prior to any formaI
verification and consideration of the information for purposes of the final phase of the
investigation.

[298] This also further substantiates the fact that the submission was not submitted within a
reasonable period of time given the amount of time that would have been required by the CBSA
to properly address these issues.

4. Extension of RFI Filing Deadline for GOC

[299] The GOC claimed that the refusaI to grant a reasonable extension to their deadline for
filing the subsidy RFI response breached the GOC's procedural rights in this investigation.78

78 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Govemment of China, pages 48-51.
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The GOC argued that this refusaI by the CBSA is inconsistent with ASCM Articles Il.11 and
12.1.1, as the CBSA failed to give due consideration to the requestgiven the special
circumstances.

[300] The GOC referenced previous investigations where the CBSA gave extensions and
submitted that their two-week extension request should have been granted considering the
complexity of the case. The GOC argued that had their extension request been granted, the
initial response to the subsidy RFI may have contained additional information which may have
allowed its response to be deemed substantially complete.

CBSA Response

[301] In terms of consistency withArticle 12.1.1 of the ASCM, the CBSA also addressed this
issue in a letter addressed to the GOC on September 23,2008. The CBSA noted that, while
Article 12.1.1 states that authorities should consider and grant extensions wherepracticable,
Article 12.12 qualifies this directive in stating that other provisions of Article 12 are not intended
to prevent the investigating authorities from proceeding expeditiously with their investigations.

[302] As a result ofthe due consideration given to Article 12 of the ASCM, the CBSA granted
a one-week extension to the GOC instead of the two-week extension requested. This decision
was meant to represent a balance between the rights of the GOC to defend their interests with the
CBSA's own right to proceed expeditiously with this investigation.

[303] It should also be noted that in addition to granting a one-week extension to the GOC, the
-CBSA made efforts to ensure the GOC re.ceived the RFI as soon as possible by providing an
electronic copy of the RFI to the Embassy of the People's Republic of China in Canada on the
day that the investigation was initiated (August 18,2008). The result of the extension and
provision of the RFI on the day of the initiation, in effect, afforded the GOC 44 days to respond
to the RFI on the deadline ofOctober 1,2008.

5. Developing Country Status

[304] In a position paper submitted to the CBSA, the GOC argued that Canada and other WTO
membersmust take into consideration China's developing country status and the importance of
permitting developing country Members to use special measures in order to promote their trade
and development.79 ,

[305] The GOC asserted that Canada's international obligations mandate that developed
Members refrain from introducing or increasing trade barriers against products of particular
export interest to developing countries, particularly primary products in raw or processed form. 8o

[306] The GOC submitted that the significant demand for aluminum extrusions from
North America demonstrates that this product is of particular interest to developing countries and
thus falls squarely within this provision.

79 Exhibit 8476 - Government of China consultations (Talking Points) with CB8A, pages 13-14.
80 Article XXXVI: 4 of the GATT 1947 and 1994.
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CBSA Response

[307] The CBSA is aware ofChina's developing country status and takes this, and Canada's
WTO obligations, into consideration when conducting a subsidy investigation.

[308] In making a final determination under section 41.2 of SIMA, the President must take into
account the provisions ofparagraphs la and Il of Article 27 ofthe ASCM. These provisions set
higher negligibility and insignificance thresholds for amounts of subsidy determined in respect of
developing countries, and have accordingly been addressed in the current investigation.

[309] In this subsidy investigation, the overallievei of subsidies found onthe subject goods
exceeded 2 per cent of its value calculated on a per unit basis and the volume of subsidized
imports represented more than 4 per cent of the total imports ofsubject goods imported into
Canada during the period of investigation.81 As noted previously, it is 'recognized that in
accordance with subsection 42(4.1) of SIMA, the Tribunal now has the responsibility for
determining if the actual or potential volume of subsidized goods is negligible.

6. Scope of the Investigation

[310] The GOC submitted that the CBSA unilaterally expanded the scope of the subsidy
investigation far beyond the scope of the complaint by including programs identified through
CBSA research. 82 The GOC alleged that the CBSA's research doesnot identify the factual and
legal basis for these programs and does not provide a basis for considering them actionable.

[311] The GOC further argued that Article Il of the ASCM sets out a process based on the
sufficiency of information within the complaint filed by the domestic industry and that Article 13
of the ASCM reinforces this obligation by providing the ability for WTO Members, whose
products are under investigation, to formally consult with the investigating authority.

[312] The GOC argued that the CBSAmust adopt the process set out in Article Il of the
ASCM. Furthermore, the GOC alleged that even if the CBSA were to have "self initiated" the
subsidy investigation, as per the stipulation in paragraph6 of Article Il of the ASCM, that the
CBSA did not satisfy the conditions ofthat provision to permissibly do so.

[313] The GOC also asserted that the CBSA failed to consult the GOC regarding programs not
specifically identified in the complaint during pre-initiation consultations. In this regard, the
GOC contended that the CBSA denied the OOC its right under Article 13 of the ASCM to
pre-initiation consultation with respect to targeted programs.

CBSA Response

[314] Upon receiving a formaI complaint, the CBSA conducts its own research conceming
alleged subsidy programs in order to analyze and validate the information submitted by the

81 ASCM Article 27, paragraphs 10(a) and (b) respectively.
82 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Government of China, pages 33, 40, 42-43.
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Complainants in order to determine whether there is enough evidence to proceed with the
initiation of an investigation.

[315] In sorne instances, during the course of this research, the CB8A may identify new
programs that were not included in the complaint. While the Complainants are required to
provide evidence that is reasonably available to them, this does not preclude the CB8A from
including additional evidence found through its own research for purposes of the investigation.
Any evidence found to support the identification of newly identified programs is placed on the
CB8A's administrative record, which is also listed publicly as a 'Listing of Exhibits' on the
CB8A's website. This supporting evidence was made available to interested parties upon
request during the course of the investigation.

[316] In conducting a subsidy investigation, the scope of the CB8A's investigation includes aU
potential programs that the CB8A has identified at initiation or identifies during the course of the
investigation, including programsidentified in the complaint, in previous subsidy investigations,
in information submitted by governments or exporters, and those found as a result of CB8A
research.

[317] In addition, RFIs issued by the CB8A to the GOC included a section which directed the
GOC to identify if any of the items listed as potential subsidy programs, which were not
specificaUy identified by the CB8A at initiation, may have provided benefits to exporters in the
industry under investigation. By including these potential programs the CB8A identifies through
its own research, the CB8A aimed to assist the GOC in identifying such previously unidentified
programs.

[318] It should he noted that, based on information submitted by cooperative exporters in this
investigation, anumber of new programs identified through CB8A research were found to have
benefited those exporters. These programs had not been previously identified by either
cooperative exporters or the GOC in previous subsidy investigations involving China.

7. Analysis of Actionable and Specifie Nature of Subsidies

[319] The GOC argued that the CB8A analysis respecting the actionable and specific nature of
subsidies was deficient. 83 In making this argument, the GOC provided alist of programs, which
they stated had been repealed and could thus not have possibly been received by any of the
exporters being investigated.

[320] The GOC also listed a number of programs they identified as being non-existent, as they
could notlocate relevant documents to support their existence. Consequently, the GOC claimed
there was no legal or factual basis for which the CB8A is investigating those programs.

[321] The GOC characterized the CB8A as being unfair and abusive for requiring them to
respond to questions on these programs, noting that the CB8A failed to provide particulars that
might have assisted them in locating information on such programs.

83 Exhibit 8478 - Case Arguments (Dumping and 8ubsidy) - Government of China, pages 39-45.
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[322] In addition to the programs the GOC listed as being repealed or non-existent, the GOC
listed two programs for which they argued the CBSA must have confused with programs
previously investigated, as the CBSA failed to include the province's name in the title of the
program. The GOC noted that while they could not obtain details on these programs, they were
able to confirm that none of the cooperative exporters received benefits under the programs. As
such, the GOC argued that there is no basis for the CBSA to assume non-responding exporters
received benefits under these programs.

[323] For the remaining programs not included in the list referenced above, the GOC asserted
that their responses to the initial RFI combined with their November 28,2008 submission are
adequate. The GOC contended that this information must be considered by the CBSA as it
provides clear and compelling confirmation that these remaining programs are not specific and
thus not actionable under SIMA.

[324] In addition, Pingguo, a Chinese exporter in this investigation, submitted that the CBSA
has countervailed programs that are generally accessible and do not meet the specificity
threshold. Pingguo argued that as part ofthe preliminary determination, the CBSA made no
specificity finding and that none of the factors statutorily identified in Section 2 of SIMA were
examined.84 Pingguo submitted that the absence of rigor in the examination and application of
countervailing measures is prejudicial to trade and export companies in China.

[325] Pingguo also submitted thatthe subsidy calculated for Pingguo was 0.92%, which was a
de minimis amount, and that the CBSA's methodology for calculating the amount of the subsidy
for non-cooperative exp0rterswas unreasonable and unfairly countervailed presumptive
non-existent subsidies. 5

CBSA Response

[326] As previously stated, the CBSA did not receive a complete and timely response to the
subsidy RFI from the GOC. The reasons for not using the GOC subsidy response are addressed
in the responses to other arguments made by the GOC and will not be further addressed in this
response.

[327] Regarding the argument that the CBSA's analysis of the subsidy programs identified in
this subsidy investigation was deficient, the CBSA notes that the GOC failed to provide the
requested and necessary information required by the CBSA. This required information would
have enabled the CBSA to conduct a proper de jure and de facto specificity analysis for each of
the programs identified, which in turn would have enabled the CBSA to properly determine
whether these programs were in fact specific and constituted actionable subsidies.

[328] In the absence ofthis information, the CBSA was unable to conduct an appropriate and
meaningful analysis of the subsidy programs identified based solely on its own research, the
information submitted by the Complainants, and the information submitted by exporters. In

84 Exhibit S485 - Case Arguments (Dumping and Subsidy) - Pingguo Asia Aluminum Co., Ltd., paragraph 63.
85 Exhibit S485 - Case Arguments (Dumping and Subsidy) - Pingguo Asia Aluminum Co., Ltd., paragraphs 58

ta 60.
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many cases, oruy the GOC is in a positionto provide the legal and government policy documents
requested, as weIl as application and usage statistics for each of the programs. Without this
information, the CBSA cannot undertake a thorough analysis of the programs to determine
whether they are specific and actionable.

[329] As a result of the absence ofthis information at the preliminary determination, the CBSA,
in the Statement of Reasons, was only able to provide a description of the programs that the
cooperative exporters in China'are known to haveused.

[330] For the purposes of the final determination, the CBSA determined amounts of subsidy for
both cooperative and non-cooperative exporters using a methodology under a ministerial
specification. The' determination of the amount of subsidy was made in accordance with SIMA
subsection 30.4(2), where, in the opinion of the President, sufficient information has not been
provided or is otherwise not available to enable the determination of the amount of subsidy in the
prescribed manner, the amount of subsidy shall be determined in such manner as the Minister
specifies.

[331] In respect of the argument that the CBSA has countervailed programs that are generaHy
accessible and do not meet the specificity threshold, the CBSA notes that in the absence of a
complete response from the GOC, the CBSA was unable to conduct specificity analyses, and
instead determined amounts of subsidy for the cooperative exporters under ministerial
specification on the basis of the information provided by those exporters.

8. Subsidy Calculations without use of Sampling

[332] The GOC submitted that it is inappropriate for the CBSA to calculate amounts of subsidy
without sampling exporters.86 The GOC argued that requiring 261 exporters to respond to RFIs
is unreasonable, is a departure from the CBSA's normal approach, and does not follow the
CBSA's own Statement ofAdministrative Practices. In choosing not to sample for this
investigation, the GOC accused the CBSA of setting up the investigation process to ensure the
imposition of punitive (i.e. non-cooperative) subsidy rates on the majority of exporters.

[333] The GOC argued that a weighted-average subsidy rate based on the amounts of subsidy
found for the responding exporters should be used to assess non-respondents for the CBSA's
final determination.

CBSA Response

[334] The CBSA is legislatively required to calculate amounts of subsidy for aH exporters
identified in a subsidy investigation. SIMA does not contain provisions foramounts of subsidy
based on sampling. It should be noted that sampling in an investigation is only provided for in
SIMA for purposes ofdetermining a margin of dumping as prescribed by section 30.3. In
addition, there are no provisions for sampling in a subsidy investigation contained in the ASCM.

86 Exhibit S478 - Case Arguments (Dumping and Subsidy) - Government of China, pages 58-60.
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[335] It should also be noted that the CBSA has never used sampling in any ofits previous
subsidy investigations involving China. In previous cases involving China where both subsidy
and dumping investigations were conducted and the CBSA sampled for the dumping
investigation,87 the CBSA did not sample for purposes of the subsidy investigation.

[336] In those cases, a dumping margin was calculated for cooperative exporters and
non-cooperative exporters while an average dumping margin was calculated fornon-sampled
exporters. However, for the subsidy investigations involving those products, amounts of subsidy
were calculated for only two categories - cooperative ~d non-cooperative exporters - as the
CBSA does not use sampling in subsidy investigations.

[337] As such, the CBSA followed its own administrative practices and acted in accordance
with the provisions of SIMA in conducting its subsidy investigation.

Upstream Subsidy Concerning Press Metal International Ltd. (PMI)

[338] Subsequent to the onsite verification with the company, PMI made two separate
representations on December 15 and 31, 2008 respectively.88 The company argued that PMI
should not be treated as a non-cooperative exporter as a result of the verification conducted at
Hubei Press Metal Huasheng Aluminum-Electric Co. Ltd. (PMH), an associated aluminum raw
material supplier ofPMI.

[339] In their representations, PMI argued that the documentation requested by the CBSA
regarding the acquisition of state-owned assets by PMI's Malaysian parent company is outside
the scope of the subsidy investigation and that such documentation was not listed in the
verification outline provided to PMH.

[340] In addition, PMI argued that the requested documentation was in the possession ofits .
parent company and it thus could not provide the documents without permission of the parent
company. PMI further contended that the parent company wasnot obligated to participate in this
investigation according to the original and supplemental subsidy RFIs.

CBSA Response

[341] Pursuant to subsection 2(1) of SIMA, "subsidized goods" refers to goods in which "a
subsidy has been or will be paid, granted, authorized or otherwise provided, directly or
indirectly, by the govemment of a country other than Canada". The CBSA considers that an
indirect subsidy includes an "upstream subsidy".

[342] In other words, a producer of the goods under investigation can receive a subsidy through
the acquisition of goods and services where the producer.or supplier ofthose goods and services
has received a subsidy.89

87 For example: Certain Copper Pipe Fittings and Carbon Steel and Stainless Steel Fasteners.
88 CB8A 8ubsidy Exhibits 8474 and 8449.
89 The subsidy is thus 'passed through' to the producer of the goods under investigation.
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[343] In determining whether an upstream subsidy has been passed-throughto the producer of
the goodsunder investigation, the CBSA considers whether the upstream recipient and the
downstream purchaser are associated persons as defined in SIMA. If so, the amount of the
subsidy that is deemed to have been received by the downstream purchaser is thetotal amount of
the subsidy that is attributable to the upstream product.

[344] In this case, PMI, PMH and the parent company are associated persons pursuant to
subsection 2(2) of SIMA. During the subsidy POl, PMI purchased significant amounts of
aluminum raw material fromits associated supplier, PMH. As a result, any subsidy received by
PMH (i.e. upstream subsidy) during the subsidy pal should be included in the total amount of
the subsidy determined for PMI.

[345] In its responses to the subsidy RFIs, PMI failed to provide a full disclosure of the history
ofPMH. During the verification at PMH, CBSA officers were informed that prior to its
establishment as 'PMH', the company was a state-owned enterprise (SOE) and that PMI'sparent
company purchased most of the state-owned assets of the operation in 2006,

[346] The requested documentation was necessary for the CBSA to determine whether any
subsidy had been received by PMH under one of the subsidy programs identified in the subsidy
RFI, (i.e. Purchases ofGoods and Servicesfrom State-Owned Enterprises). The CBSA did not
receive any of the requested documentation from PMI by the closing of the record date. As a
result, the CBSA considered PMI to be non-cooperative in the subsidy investigation.

10. Concurrent use of Countervailing Remedy with Section 20 Conditions

[347] Pingguo submitted that in the absence of a competitive market economy, which forms the
basis of a CBSA section 20 determination, it is impossible to measure specificityand the
"financial contribution" made by a government to a recipient, which is required in order to
countervail a subsidy.90

CBSA Response

[348]' The CBSA maintains that it has adhered to the provisions ofboth SIMA and the relevant
intemationalrules goveming anti-dumping and countervailing investigations.

[349] Neither the WTO Anti-Dumping Agreement, the ASCM, nor SIMA preclude the
imposition of countervailing duties in respect of goods that are also subject to anti-dumping
duties, where normal values have been determined pursuant toa surrogate country methodology
(i.e. section20 determination).

[350] More specifically, SIMA does not restrict or limit the applicability of the subsidizing
provisions set forth in the Act when, in the opinion of the President, section 20 conditions exist
in the industry sector under investigation, which requires that normal values be determined in a
manner other than those set forth in sections 15 or 19 of SIMA.

90 Exhibit 572 - Case argumentsby Pingguo, paragraphs 56 & 57.
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[351] With respect to concurrent dumping and subsidy investigations, section 10 of SIMA does
direct that anti-dumping duties levied, collected and paid in respect of goods will only reflect the
margin of dumping that is not, in the opinion of the President, attributable to the export
subsidy.91

[352] Accordingly, the CBSA will, where necessary, offset the amount of anti-dumping dutY
levied or collected on goods imported into Canada by an amount that is attributable to an export
subsidy.

[353] In short, the CBSA treats dumping and subsidy investigations as separate processes. In
so doing, the CBSA is in no way prohibited in law or in practise, from conducting concurrent
dumping and subsidy investigations where the conditions of section 20 are found to exist in the
industry sector under investigation. In effect, neither investigation impedes nor restricts the
process of the other and thus, it is weIl within the scope of the CBSA to conduct both
concurrently.

Il. Aluminum pricing on ail Chinese exchanges reflect the forces of supply and demand

[354] Chinese exporter Kam Kiu submitted that the CBSA should not determine that
differences in Chinese and LME priees constitute a subsidy.

CBSA Response

[355] The CBSA has not determined that primary aluminum purchased in China at priees
different than LME solely constitute a subsidy on that basis.

[356] However, in cases where the CBSA found that goods were provided by the government'
through State-Owned Enterprises (SOEs) at prices below fair market value, the differenee
between the purchase price and the fair market value of the goods was determined to be a
financial contribution that benefitted an exporter. Purchases of primary aluminum from private
enterprises and, where applicable, manufacturers that are in fact not SOEs would not constitute a
subsidy regardless of the price at which the transactions took place.

[357] Regarding the determination and method of calculation of subsidy amounts in respect of
the subsidy program Primary Aluminum Provided By Government at Less Than Fair Market
Value, the details are addressed in Appendix 2 as Program 15.

DECISIONS

[358] The CBSA is satisfied that certain aluminum extrusions originating in or exported from
the People's Republic of China, have been dumped and that the margins of dumping are not
insignificant. Consequently, on February 16,2009, the CBSA made a final determination of
dumping pursuant to paragraph 41(l)(a) of SIMA.

91 This is consistent with Article VI, paragraph 5 of the General Agreement on Tariffs and Trade 1994. Note that an
error in the original wording ofthis footnote was corrected on April 15, 2009.
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[359] Similarly, the CBSA is satisfied that certain aluminum extrusions originating in or
exported from China have been subsidized and that the amounts of subsidy are not insignificant.
As a result, the CBSA also made a final determinationof subsidizing pursuant to paragraph
41(1)(a) of SIMA on this same date.

[360] Appendix 1 contains a summary of the margins of dumping and amounts of subsidy
relating to the final determinations.

FUTURE ACTION

[361] The provisional period began on November 17,2008, and will end on the date the
Tribunal issues its finding. The Tribunal is expected to issue its decision by March 17,2009.
Subject goods imported during the provisional period will continue to be assessed provisional
duties as determined at the time of the pre1iminary determinations. For further details on the
application of provisional duties, refer to the Statement of Reasons issued for the preliminary
determinations, which is available on the CBSA web site at:
http://www.cbsa-asfc.gc.ca/sima-Imsi/menu-eng.html

[362] If the Tribunal finds that the dumped and subsidized goods have notcaused injury and do
not threaten to cause injury, aIl proceedings· relating to these investigations will be terminated.
In this situation, aIl provisional duties paid or security posted by importers will be returned.

[363] If the Tribunal finds that the dumped and subsidized goods have caused injury, the
anti-dumping and/or countervailing duties payable on subject goodsreleased from customs
during the provisional period will be finalized pursuant to section 55 of SIMA. Imports released
from customs after the date of the Tribunal's finding will be subject to anti-dumping dutYequal
to the margin of dumping and countervailing dutYequal to the amount of subsidy.

[364] The importer in Canada shall pay aIl applicable duties. Ifthe importers of such goods do
not indicate the required SIMA code or do not correctly describe the goods in the customs
documents, an administrative monetary penalty could be imposed. The provisions of the
Customs Act apply with respect to the payment, collection or refund of any duty collectedunder
SIMA. As a result, failure to pay dutYwithin the prescribed time will result in the application of
interest.

[365] Normal values and amounts of subsidy have been provided to the cooperating exporters
for future shipments to Canada in the event of an injury finding by the Tribunal. These normal
values and amounts of subsidy will come into effect the day after the date of the injury finding, if
there is one.

[366] Exporters that were non-cooperative in the dumping investigation will have normal
values established by advancing the export price by 101% based on a ministerial specification
pursuant to section 29 of SIMA. Anti-dumping duty will apply based on the amount by which
the normal value exceeds the export price of the subject goods. Similarly, exporters that were
non-cooperative in the subsidy investigation will be subject to a countervailing dutYamount of
15.84 Renminbi per kilogram, based on a ministerial specification pursuant to subsection 30.4(2)
of SIMA.
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RETROACTIVE DUTY ON MASSIVE IMPORTATIONS

[367] Under certain circumstances, anti-dumping and countervailing dutYcan be imposed
retroactively on subject goods imported into Canada. When the Tribunal conducts its inquiry on
materialinjury to the Canadian industry, it may consider if dumped and/or subsidized goods that
were imported close to or after the initiation of the investigation constitute massive importations
over a relative1y short period oftime and have caused injury to the Canadian industry. Should
the Tribunal issue a finding.that there were recent massive importations of dumped and/or
subsidized goods that caused injury, imports of subject goods released by the CBSA in the
90 days preceding the day of the preliminary determination could be subject to anti-dumping
and/or countervailing duty.

[368] However, in respect of importations of subsidized goods that have caused injury, this
provision is only applicable where the President has determined that the whole or any part of the
subsidy on the goods is a prohibited subsidy. In such a case, the amount of countervailing dutY
.applied on a retroactive basis will equal the amount of subsidy on the goods that is a prohibited
subsidy.

PUBLICATION

[369] A notice ofthese final determinations of dumping and subsidizing will be published in
the Canada Gazette pursuant to paragraph 41 (3)(a) of SIMA.
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INFORMATION

[370] This Statement ofReasons has been provided to persons directly interested in these
proceedings. It is also posted on the CBSA's website at the address below. For further
information, please contact the officers identified as follows:

Mail SIMA Registry and Disclosure Unit
Anti-dumping and Countervailing Program
Trade Programs Directorate
Canada Border Services Agency
100 Metcalfe Street, Il th Floor
Ottawa, Ontario K1A OL8
CANADA

Telephone

Fax

Rob Wright
Matt Lerette

(613) 948-4844

(613) 954-1643
(613) 954-7398

Email

Website

Attachments

SIMARegistry@cbsa-asfc.gc.ca

http://www.cbsa-asfc.gc.calsima-Imsi/

-

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 58



APPENDIX 1 - SUMMARY OF MARGINS OF DUMPING AND AMOUNTS OF
SUBSIDY

Margin of Amount of
Exporter(Country) Dumping* Subsidy

(Renminbi per
kilo2ram)

Kam Kiu Aluminium Extrusion Co.,
27.8% 3.88

Ltd. (China)
Press Metal International Ltd. (China) 35.2% 15.84
Panasia Aluminium (China) Limited 31.4%

3.51.(China)
Guangdong Weiye Aluminium Factory 42.4%

3.65
Co., Ltd., (China)
Guangdong Jianmei Aluminum Profile

2.59
Factory Co., Ltd. (China) 28.5%
China Square Industrial Limited (China) 1.7% 2.82
Foshan Guangcheng Aluminum Co., 33.8%

2.95
Ltd., (China)
Guang Ya Aluminum Industries Co., 40.4%

3.07
Ltd., (China)
Hunter Douglas Designer Shades (USA) 0.0% N/A**
Hunter Douglas Window Fashions 2.9% N/A**
(USA)
AU other exporters 101.0% 15.84
* As percentage of the export pnce.
**No amount of subsidy was found for this V.S. exporter. However, countervailing duties are applicable to this exporter, based
on the amount of subsidy found for the Chinese supplier of the goods that the V.S. exporter sold to Canada.
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APPENDIX 2 - SUMMARY OF FINDINGS FOR NAMED SUBSIDY PROGRAMS

As addressed earlier, the original informationsubmitted by the GOC was reviewed by the CBSA,
was considered to be incomplete, and was not used for the purposes of the preliminary
determination. The additional information submitted by the GOC was not received within a
reasonable period of time to allow the CBSA to analyze and verify the information prior to the
c10sing of the record. As a result, none of the information submitted by the GOC was used for
the purposes of the final determination. Sufficient information was not provided to the CBSA to
enable a proper analysis of the programs or to demonstrate whether or not programs used by the
cooperative exporters were specific and would therefore constitute actionable subsidies. The
ab~ence ofsuch information would normally prevent the CBSA from determining amounts of
subsidy for the cooperative exporters and would result in the CBSA resorting to the use of facts
available. However, in recognition of the amount of cooperation and the volume of information
thathas been provided by the cooperative exporters, the CBSAhas determined an amount of
subsidy for each cooperative exporter under ministerial specification pursuant to subsection
30.4(2) of SIMA. The ministerial specification provides the authority to determine amounts of
~ubsidy for the cooperative exporters based on the available information, absent the information
needed from the GOC.

This appendix consists of descriptions of the 15 subsidy programs used by cooperative exporters
in the current investigàtion, followed by a listing of the other subsidy programs investigated by
the CBSA that were not found to have been used by cooperative exporters.

SUBSIDY PROGRAMS USED BY COOPERATIVE EXPORTERS·

Without a complete response to the subsidy RFI from the GOC, the CBSA has used the best
infontlation available to describe the subsidy programs used by the cooperative exporters in the
current investigation. This inc1udes using information obtained from CBSA research on
potential subsidy programs in China, information provided by the cooperative exporters and
descriptions ofprograms that the CBSA haspreviously public1y published in recent Statements
of Reasons relating to subsidy investigations involving China.

Program 1: Preferential Tax Policies for Enterprises with Foreign Investment Established
in the Coastal Economie Open Areas and in the Economie and Technological Development
Zones

General Information:

This program wasestablished in the Incarne Tax Law ofthe People's Republic ofChina for
Enterprises with Foreign Investrnent and Foreign Enterprise, which was promulgated on
April 9, 1991, and came into effect on July 1, 1991. This program was established in order to
encourage foreign investment in Economic and Technical Development Zones (ETDZs) in open
coastal cities and encourage sorne districts to take the lead in development. The granting
authority responsible for this program is the State Administration of Taxation and the program is
administered by local tax authorities.
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Vnder this program, Foreign Invested Enterprises (FIEs) of a productive nature established in
coastal economic open zones or in the old urban districts of cities where the SEZs or the ETDZs
are located shaH pay income tax at a reduced rate of24%.

Calculation ofAmount of Subsidy:

The CBSA has determined that three of the cooperative exporters have received benefits under
this program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the tax benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 2: Research & Development (R&D) Assistance Grant

General Information:

This program appears to be established by governments at the locallevel and was established to
encourage and support enterprises to develop new technologies and products, to promote energy
savings, to enhance product quality, to improve export structure, and to cultivate and develop
high-tech industry and new pillar industry. The granting authority responsible for the program
for this investigation is the government of Jiangmen City, in accordance with the Administrative
Measures ofScience & Technology Three Kinds ofFunds ofJiangmen City.92

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the grant was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

92 CBSA Subsidy Exhibit# 206, Non-confidential Response to the Exporter's Subsidy RFI for Taishan City
Kam Kui Aluminium Extrusions Co., Ltd., page 25.
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Program 3: Superstar Enterprise Grant

General Information:

Under this program, enterprises located in certain cities and selected as "Superstar Enterprises"
may receive grants from the local government. In order to qualify for a "Superstar Enterprise",
total annual sales of the superstar enterprise have to reach a threshold. The granting authority
responsible for this program appears to be the local municipal government.

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the grant was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 4: Matching Funds for International Market Development for SMEs

General Information:

This program appears to be established by governments at the locallevel. According to a
document obtained through CBSA research, entitled Investing in China: Incentives Offered by
Local Government/3

, the municipality of Zhengzhou will provide one-to-one matching funds for
the international market development funds of small and medium-sized export enterprises that
are supervised at the provinciallevel.

This program does not appear to be limited to the municipality of Zhengzhou as, in the CUITent
investigation, a cooperative exporter located in a different municipality received funding under
this program.

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those

93 Exhibit 843: Tab 4 - Information on Zhengzhou, Investing in China: Incentives Offered By Local Governments.
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exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 5: One-time Awards to Enterprises Whose Products Qualify for "Well-Known
Trademarks of China" or "Famous Brands of China"

General Information:

This program appears to be established by the State level government and administered by both
the provincial and local authorities. According to a document obtained through CBSA research,
entitled Notions Concerning Accelerating The Growth ofthe Non-State-Owend Econom/4

,

published by the Yunnan provincial government, the provincial government shall grant a
one-time award to NSOEs whose products are qualified as "Well-known Trademarks of China"
or "Famous Brands of China", or are listed among the most famous export commodities
identified by the state trading authority. In addition, should an enterprise qualify as a
well-known trademark or famous brand of the province, one-time awards will be granted by
local authorities.

This program does not appear to be limited to the province of Yunnan as, in the CUITent
investigation, one of the cooperative exporters located in a different province received awards
under this program.

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the grant was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 6: Export Brand Development Fund

General Information:

This program appears to be established by the State government and administered by the
provincial authorities. According to a document obtained through CBSA research, entitled

94 Exhibit 843: Tab 5 - Information on Yunnan, Notions Concerning Accelerating The Growth ofthe
Non-State-Owend Economy, Yunnan Province, Article 6 paragraph 19.
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Notice on Issuing the Directive on Supporting the Development ofName Brands for Export 95,

within its Foreign Trade Development fund, the state shall arrange a special item under the
heading "export brand development fund" to support enterprises in building up their independent
brands and nurture and develop name brand exports.

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 7: Preferential Tax Policies for Foreign Invested Enterprises - Reduced Tax Rate
for Productive FIEs Scheduled to Operate for a Period not less than 10 Years

General Information:

This program was established in the Income Tax Law ofthe People's Republic ofChina/or
Enterprises with Foreign Investment and Foreign Enterprise, which was promulgated on
April 9, 1991, and came into effect on July 1, 1991. This program was established in order to

. encourage foreign investrnent. The granting authority responsible for this program is the
State Administration of Taxation and the program is adrninistered by local tax authorities.

Under this program, frorn the year an FIE begins to rnake a profit, they rnay apply for and
receive an exemption frorn incorne tax in the first and second years and a 50% reduction in the
third, fourth, and fifth years of profitable operation. Should an FIE cease operation following a
period of less than 10 years, that enterprise will be responsible for repaying the arnount of tax
that has been reduced or exernpted under this program.

If the FIE business license prescribes a scope that encornpasses both business of a "productive"
nature and of a "non-productive" nature, the FIE may only apply for and receive benefits under
this program in the years where the incorne frorn productive business exceeds 50% of its total
incorne. Should the scope of the FIE not include business of a "productive" nature in the scope
prescribed by its business license, it rnay not receive benefits under this program under any
circurnstance, regardless if it has productive business incorne that exceeds 50% of total incorne.

95 Exhibit S48: Tab 6 - Information on Brand Names in China, Notice on Issuing the Directive on Supporting the
Development ofName Brandsfor Export, Section III.
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Calculation ofAmount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the tax benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specific amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 8: Preferential Tax Policies for Foreign Invested Export Enterprises

General Information:

This program was established in the Income Tax Law ofthe People's Republic ofChina for
Enterprises with Foreign Investment and Foreign Enterprise, which was promulgated on
April 9, 1991, and came into effect on July 1, 1991. This program was established to expand
foreign economic cooperation. The granting authority responsible for this program is the
State Administration of Taxation and the program is administered by local tax authorities.

Under this program, export oriented enterprises invested in and operated by foreign businesses
may paya reduced income tax rate of 15% if their annual output value of all export products
amounts to 70% or more ofthe output value of the products of the enterprise for that year.
Export oriented enterprises in the SEZs and ETDZs and other such enterprises subject to
enterprise income tax at the tax rate of 15% that qualify under the abovementioned conditions,
shall pay enterprise income tax at the tax rate of 10%.

Calculation ofAmount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the tax benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specific amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.
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Program 9: Local Income Tax Exemption and/or Reduction

General Information:

This program was established in the Income Tax Law ofthe People 's Republic ofChina for
Enterprises with Foreign Investment and Foreign Enterprises, which was promulgated on
April 9, 1991, and came into force on July 1, 1991. This program was established to provide
preferential tax treatment to FIEs to accelerate the development of local economies. The
granting authority responsible for this program is the State Administration of Taxation and the
program is administered by local tax authorities.

Under this program, any FIE that operates in an industry or undertakes a project encouraged by
the State may receive an exemption or reduction in local income taxes.

Calculation of Amount of Subsidy:

The CBSA has determined that one ofthe cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the tax benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 10: Exemption of Tariff and Import VAT for Imported Technologies and
Equipment

General Information:

The exemptions of tariffs and import linked VAT is provided for and administered in accordance
with the Circular ofthe State Council Concerning the Adjustment in the Taxation Policy of
Import Equipment, which was established on December 29, 1997, and came into effect on
January 1, 1998. This program was established to further expand foreign capital utilization,
attract technologies and equipment from abroad, promote structural adjustments in industry and
technological advancement and to maintain the sustained, rapid and healthy development of the
national economy.

The granting authorities responsible for this program are the Ministry of Finance and the General
Administration of Customs and the program is administered by local provincial and municipal
customs branches.

Under this program, enterprises meeting the eligibility criteria set forth below may apply for
exemption from tariffs and VAT on imported equipment and its related technologies,
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components and parts. The enterprise must receive approval of its application from the
appropriate authority, and subsequently that approval documentation is submitted to the local
customs officiaIs who verify that the documents presented are adequate and that the imported
items are not listed in the catalogues of commodities that are not eligible for tax exemptions.

Calculation of Amount of Subsidy:

The CBSA has determined that two of the cooperative exporters have received benefits under
this program during the Subsidy POl. The amount of subsidy was ca1culated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to ca1culate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program Il: Patent Award of Guangdong Province

General Information:

This program appears to be administered by municipal authorities. According to information
submitted by one of the cooperative exporters96

, the program is provided for in the
Administrative Measures ofPatent Award ofGuangdong Province and is administered by the
Intellectual Property Office of Guangdong Province and the Bureau of Personnel of Guangdong
Province. The program was established to support improvement in technology innovation and to
promote intellectual property. The grant is provided in the form of a one-time award or bonus
and the enterprise is also issued a certificate.

Calculation of Amount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POl. The amount of subsidy was ca1culated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the grant was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to ca1culate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

96 Exhibit S206 - Response to the Exporter's Request for Information (Subsidy) - TaiShan City Kam Kiu Aluminium
Extrusion Co., Ltd. (Non-Confidential).
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Program 12: Training Program for Rural Surplus Labor Force Transfer Employment

General Infonnation:

This program appears to be administered by municipal authorities. According to infonnation
submitted by one of the cooperative exporters97

, the program is provided for in the ImplementaI
Scheme ofTraining Program for Rural Surplus Labor Force Transfer Employment ofTaishan
City from the year of2005 to 2009 and is administered by the Labour and Social Security Bureau
of Taishan City. Enterprises meeting the qualification are entitled to receive funds from the local
government for providing training to the rural surplus labor force which is aimed at supporting
agriculture and villagers.

Calculation of Amount of Subsidy:

The CBSA has detennined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was ca1culated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the grant was attributable.

As the CBSA has no infonnation regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has detennined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 13: Reduction in Land Use Fees

General Infonnation:

This program is administered in accordance with the Circular on Further Encouraging Foreign
Investment Opinions ofthe Ministry ofForeign Trade and Economic Cooperation and Other
Ministries Transmitted by the General Office ofthe State Council, which was established on
August 20, 1999. This program was established to attract foreign investors by providing a land
use fee exemption to those enterprises with foreign investment that have acquired their lands
from the GOC and have paid the transferring fee. The granting authority responsible for this
program is the Administrative Office of the State Council.

At present, every Chinese enterprise is required to paya land transfer fee when land use rights
are acquired through the bidding system. Effective January 1,2007, aH FIEs were required to
pay land use tax which is administrated by the State Administration of Taxation and local tax
authorities.

97 Exhibit S206 - Response to the Exporter's Request for Information (Subsidy) - TaiShan City Kam Kiu Aluminium
Extrusion Co., Ltd. (Non-Confidential).
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Calculation ofAmount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specifie amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

Program 14: Provincial Scientific Development Plan Fund

This program appears to be established and administered by the Provinciallevel governments.
According to a document obtained through CBSA research, entitled Notions Concerning
Accelerating The Growth ofthe Non-State-Owend Econom/8

, published by the Yunnan
provincial government. According to this document, projects launched by NSOEs, which boast
intellectual properties and good marketing prospects, can be included in the projects that enjoy
the support of the province' s special funding such as the Provincial Scientific Development Plan
Fund.

This program does not appear to be limited to the province of Yunnan as, in the current
investigation, a cooperative exporter located in a different province received awards under this
program.

Calculation ofAmount of Subsidy:

The CBSA has determined that one of the cooperative exporters has received benefits under this
program during the Subsidy POL The amount of subsidy was calculated under ministerial
specification pursuant to subsection 30.4(2) of SIMA, by distributing the benefit amount
received by the exporter over the total quantity of goods to which the benefit was attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specific amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

98 Exhibit 843: Tab 5 - Information on Yunnan, Notions Concerning Accelerating The Growth ofthe
Non-State-Owend Economy, Yunnan Province, Article 6 paragraph 18.
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Program 15: Primary Aluminum Provided By Government at Less Than Fair Market
Value

General Information:

At the preliminary determination, the CBSA stated that information was still being reviewed to
determine whether aluminum extrusion producers had purchased goods or services from
state-owned enterprises (SOEs), including major manufacturing inputs, at priees below fair
market value. Pursuant to this review, the CBSA examined the information provided by the
cooperative exporters in respect of primary aluminum purchases during the Subsidy POL

The information submitted by the cooperative exporters provided a detailed breakdown of
primary aluminum purchases, such as billets and ingots. The information also included the
names and addresses of suppliers and the raw material manufacturers as weIl as the ownership
structure of these parties, when known. The cooperative exporters indicated that primary
aluminum was purchased from SOEs, private trading companies, and other manufacturers during
the Subsidy POL The primary aluminum purchased by aluminum extrusion produeers from
private trading companies is provided to the private trading companies by producers that have
been identified as SOEs or Non-SOEs by the cooperative exporters, where known. However,
only one of the cooperative exporters was able to reliably and accurately identify purchases in
which the supplier, trading company and/or manufacturer, was not an SOE. These purchases
were imported by the cooperating exporter and were priced according to a pricing agreement that
was in effect during the entire Subsidy POL

Calculation of Amount of Subsidy:

In many instances, the CBSA was unable to identify whether primary aluminum was being
provided indirectly by SOEs through private trading companies. For a large number of such
purchases, exporters were unable to identify the manufacturer of the primary aluminum. AIso, in
many cases where they did identify the manufacturer, they could not indicate whether the
manufacturer was in fact an SOE and, in sorne cases, the exporter identified known SOE
suppliers and manufacturers as being Non-SOEs.

As a complete submission was not received from the GOC, which was to include a complete a
list of aIl primary aluminum manufacturers for which the GOC retains partial or complete
ownership, the CBSA was unable to verify the SOE/Non-SOE designations made by exporters
for accuracy. As a result, where the CBSA found that an exporter identified one or more known
SOE suppliers as being Non-SOEs, the designations were determined to be unreliable and aIl
purchases designated as Non-SOE were treated as SOE purchases.

In cases where the exporter was unable to designate a supplier (either trader or manufacturer) as
being either an SOE or Non-SOE, or where they could not identify the name of a manufacturer
for purchases made from a trading company, such purchases were also treated as SOE purchases.

Where a subsidy relates to the provision of goods by government, the CBSA determines whether
there is a differenee between the fair market value of the goods in the territory of the government
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providing the subsidy, and the priee at which the goods were provided by that government. For
the purposes of determining a fair market value benchmark for primary aluminum in China, the
CBSA considered using the Shanghai Metals Market (SMM) or the Shanghai Futures Exchange
(SHFE) pricing. A summary of this analysis follows.

Based on research conducted by the CBSA in combination with information provided by
exporters during the course ofthe investigation, the CBSA was able to identify more than 30
state-owned primary aluminum producers and trading companies. However, without a complete
subsidy submission from the GOC, it is unclear whether these companies would form the
majority of primary aluminum sold by SOEs. Further, without information from the GOC, the
CBSA was unable to accurately determine the production and sales figures for the SOEs which it
identified.

While the CBSA cannot accurately determine what percentage of primary aluminum is in fact
produced and sold by aIl SOEs in China, the CBSA did obtain the 2007 Annual Report99 for
Aluminum Corporation of China Limited (Chalco) that was filed with the United States
Securities and Exchange Commission. The report states that Chalco's largest shareholder and
parent company is the Aluminum Corporation of China (Chinalco), a state-owned company. In
addition, the CBSA noted that Chalco is also listed as one of the 150 "Central SOEs" on the
State-owned Assets Supervision and Administration Commission of the State Council (SASAC)
website100.

According to Chalco's annual report101
, it produced 2.8 million metric tonnes ofprimary

aluminum in 2007, accounting for approximately 22% ofChina's total primary aluminum
production for 2007. This percentage appears to be correct as the International Aluminum
Institute102 reported that 12.6 million metric tonnes ofprimary aluminum was produced in China
in 2007. It should be noted that the total production figure reported by Chalco does not include
an amount of production for Baotou Aluminum, an SOE acquired by Chalco at the end of2007,
which has annual capacity of 307,000 metric tonnes103

. Based on this information pertaining to
only one SOE, at a minimum, SOEs account for almost a quarter of the total production of
primary aluminum in China.

In addition to a significant amount of SOE produced primary aluminum being sold in the
Chinese domestic metal markets, the analysis conducted as part of the Section 20 inquiry also
noted that a number of GOC export and VAT tax policies as weIl as trade restrictive industrial
policies may also have a material impact on the prevailing priee of primary aluminum in China.

Based on the above, the domestic selling priees of primary aluminum on the SHFE or SMM
markets in China are not appropriate for purposes of determining the fair market value of
primary aluminum for comparing to the priees paid by exporters on purchases of primary
aluminum from SOEs.

99 Exhibit s402 NC - SEC Fonn 20-F - Aluminum Corporation of China Limited (December 31, 2007).
100 SASAC Website: http://www.sasac.gov.cnln2963340/n2963393/2965l20.html.
101 Exhibit s402 NC - SEC Fonn 20-F - Aluminum Corporation of China Limited (December 31, 2007).
102 Exhibit s407 NC - International Aluminum Institute Statistics for China's Primary Aluminum Production.
103 Exhibit s402 NC - SEC Fonn 20-F - Aluminum Corporation of China Limited (December 31, 2007).
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To establish the fair market value ofprimary aluminum in China, the CBSA reviewed the
information available. As noted above, the CBSA found that one cooperative exporter had
imported primary aluminum from a supplier located outside of China during the Subsidy pal
and that the exporter also had a contract in place through the POl establishing the price for such'
purchases.

The CBSA is unable to use the actual pricing of those specific transactions that took place
between the cooperative exporter and its Non-SOE supplier as disclosing the confidential
information may be harmful to that entity as the premium portion of the price is negotiated by
the exporter. Therefore, in order to determine a fair market value price to compare with aIl
cooperative exporters' purchases of primary aluminum from SOEs, the CBSA based the fair
market value price on the non-confidential terms found in the pricing agreement. The pricing
agreement between the cooperative exporter and the Non-SOE supplier was based on the
monthly average LME price plus a negoJiated premium. In order toprotect the confidentiality of
the negotiated portion of the contract, the CBSA used the official LME monthly average cash
settlement price for primary aluminum (US$/Tonne) for purposes of establishing the fair market
value of primary alumil1um in China. As non-confidential information relating to premiums paid
on primary aluminum imported into China is not available, a premium amount will not be
included in establishing the fair market value. '

As a result, the CBSA has determined that aIl seven of the cooperative exporters have received
benefits under this program during the Subsidy POI. The amount of subsidy was calculated
under ministerial specification pursuant to subsection 30.4(2) of SIMA, by distributing the
benefit amount received by the exporter over the total quantity of goods to which the benefit was
attributable.

As the CBSA has no information regarding benefits received under this program by the
non-cooperative exporters, the CBSA is unable to calculate specific amounts of subsidy for those
exporters. As a result, for the non-cooperative exporters, the CBSA has determined an amount
of subsidy under ministerial specification as explained earlier under the Results of the Subsidy
Investigation section.

SUBSIDY PROGRAMS NOT USED BY COOPERATIVE EXPORTERS

The following programs were included in the current investigation. Questions conceming these
.programs were included in the RFIs sent to the GOC and to aIl known exporters of subject goods
in China. None of the cooperative exporters reported using these programs during the subsidy
POI. Without complete responses to the Subsidy RFI from the GOC and aIl known exporters,
the CBSA does not have detailed descriptions of these programs; nor does it have sufficient
information to determine that any of these programs do not constitute actionable subsidy
programs. In other words, the CBSA does not have sufficient information to determine that any
of these programs should be removed from the investigation for the purposes of the final
determination.
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Special Economie Zone (SEZ) Incentives and Other Designated Areas

Program 16. Preferential tax policies for enterprises with foreign investment established in
special economic zones (exc1uding Shanghai Pudong area).

Program 17. Preferential tax policies for enterprises with foreign investment established in
Pudong area of Shanghai.

Program 18. Preferential tax policies in the Western Regions.
Program 19. Local Income Tax Exemption and/or Reduction for SEZs and Designated Areas.
Program 20. Exemption/reduction of special land tax and land use fee.
Program 21. Tariff and Value-added Tax (VAT) exemptions on imported materials and

equipments.
Program 22. Income Tax Refund where Profits Re-Invested.
Program 23. Preferential costs of services or goods provided by govemment bodies or

state-owned enterprises.
Program 24. Corporate Income Tax Exemption and/or Reduction in SEZs and other

Designated Areas.

Grants

Program 25. The State Key Technology Renovation Projects.
Program 26. Reimbursement of Antidumping and/or Countervailing Legal Expenses by the

Local Govemments.
Program 27. Grant for Key Enterprises in Equipment Manufacturing Industry.
Program 28. Export Assistance Grant.
Program 29. Innovative Experimental Enterprise Grant.
Program 30. Inward Remittance of Export Eamings.
Program 31. Interest Subsidies for Loans Secured by Tax Refund Accounts.
Program 32. Special Support Fund for Non-State-Owned Enterprises (NSOEs).
Program 33. State Fund for R&D Technology Projects.
Program 34. Innovation Fund for Medium and Small Business.
Program 35. Technical Renovation Loan Interest Discount Fund.
Program 36. Special Project Support Fund.
Program 37. Special Funds for Foreign Economie and Technical Cooperation.
Program 38. Special Fund for Brand Development.
Program 39. Key Export Enterprise Assistance Fund.
Program 40. Support Fund for Key Commercial and Industrial Enterprises.
Program 41. Venture Investment Fund of Hi-Tech Industry.
Program 42. National Innovation Fund for Technology Based Firms.
Program 43. Guangdong - Hong Kong Technology Cooperation Funding Scheme.
Program 44. Grants for Encouraging the Establishment of Headquarters and Regional

Headquarters with Foreign Investment.
Program 45. State Fund with Interest Discount.
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Equity InfusionslDebt-to-Equity Swaps

Program 46. Debt-to Equity Swaps.

Preferential Loans

Program 47. Loans and Interest Subsidies provided under the Northeast Revitalization
Program.

Program 48. Loan Guarantee Fund for Small and Medium Enterprises.
Program 49. Interest-Free Loans to High and New Technology Projects.

Preferentiallncome Tox Programs

Program 50. Preferential tax policies for enterprises with foreign investment which are
technology-intensive and knowledge-intensive.

Program 51. Preferential tax policies for the research and development of foreign-invested
enterprises.

Program 52. Preferential tax policies for foreign invested enterprises and foreign enterprises
which have establishments or place in China and are engaged in production or
business operations purchasing domestically produced equipment.

Program 53. Preferential tax policies for domestic enterprises purchasing domestically
produced equipment for technology upgrading purpose.

Program 54. Income Tax Refund for Re-investment of FIE Profits by Foreign
Investors.

Program 55. VAT and Income Tax Exemption/Reduction for Enterprises adopting
Debt-to-Equity Swaps.

Relieffrom Duties and Taxes on Materials and Machinery

Program 56. Relief from Duties and Taxes on Imported Materials and Other Manufacturing
Inputs.
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APPENDIX 3 - SUMMARY OF FINDINGS - SECTION 20

INTRODUCTION

Section 20 is a provision under the Special Import Measures Act (SIMA) that may be applied to
determine the normal value of goods in an anti-dumping investigation where certain
"non-competitive" conditions prevail in the domestic market of the exporting country. In the
case of a prescribed country under paragraph 20(1)(a) of SIMA, it is applied where, in the
opinion of the President, the government ofthat country substantially determines domestic priees
and there is sufficient reason to believe that the domestic priees are not substantially the same as
they would be in a competitive market.

EVIDENCE OF SECTION 20 CONDITIONS

The following are guidelines that the CBSA considers when examining factors that suggest
domestic prices may be substantially determined by the government of an exporting country
under investigation.

These are factors which would suggest that the government directly determines pricing:

• the government or a government body sets minimum and/or maximum (floor or ceiling)
price levels in respect of certain goods which permits prices to be established no lower or no
higher than the minimum or maximum price levels;

• the government or a government body sets absolute pricing levels for certain goods;
• the government or a government body sets recommended or guidance pricing at which it is

expected that sellers will adhere to within a certain range above and/or below that value;
• there are government or regulatory bodies which are responsible for establishing the price

levels and for regulating and enforcing these price levels; and
• there are government-owned or controlled enterprises that set the price oftheir goods in

consultation with the government or as a result of government-mandated pricing policies
and, because of their market share or dominance, become price-Ieaders in the domestic
market.

Governments can also indirectly determine domestic priees through a variety of mechanisms that can
involve the supply or price of the inputs (goods and services) used in the production ofthe subject
goods or by influencing the supply ofthe subject goods in order to affect their price. For example:

• governments can control import and export levels through licensing, quotas, duties or taxes
to maintain domestic prices at a certain level;

• governments can subsidize produeers by providing direct financial subsidies or low-priced
inputs in order to maintain the selling price of the product at a certain level;

• governments can purchase goods in sufficient quantities to raise the domestic priee of the
goods or they can sell stockpiled goods to put downward pressure on prices;

• through taxation or other policies, governments can regulate the level of profits that a
company can earn which will affect selling prices; and
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• the government can regulate or control production levels or the number of producers or
seIlers permitted in the market in order to affect domestic priees.

BACKGROUND

Recent China Section 20 Inquiries

8ince June 2005, the CB8A has conducted two investigations and three normal value
re-investigations involving section 20 inquiries on steel products from China. The investigations
covered carbon or aIloy steel oil and gas weIl casing (oil country tubular goods or OCTG)
products and carbon steel welded pipe, while the three re-investigations involved hot-roIled steel
sheet and hot-roIled steel plate products. In aIl instances, information available to the CB8A
indicated that there was reason to believe that section 20 conditions exist in the steel sector in
China. Accordingly, the President was of the opinion that the conditions of section 20 were
present in the Chinese domestic steel industry.

This investigation is Canada' s first dumping and subsidy investigation involving an aluminum
product from China. Accordingly, while there are sorne similar characteristics shared between
the Chinese steel and aluminum industries, a separate, detailed analysis of the aluminum
extrusions sector must be conducted to determine if the conditions of section 20 exist.

Investigation Process

At the initiation of the investigation, the CB8A had sufficient evidence, supplied by the
Complainants, and from its own research, to support the initiation of a section 20 inquiry. The
information indicated that the priees of aluminum extrusions in China have been substantiaIly
determined, indirectly, by various GOC industrial policies regarding the aluminum industry and
by export restrictions and tax changes for aluminum and aluminum extrusions.

Accordingly, the CB8A, at the initiation of the dumping investigation, sent section 20 Requests
For Information (RFIs) to aIl 160 known exporters of aluminum extrusions in China, as weIl as
to the GOC requesting detailed information related to the aluminum extrusions sector. In
response to the section 20 inquiry and the relevant RFIs, the CB8A received substantiaIly
complete and verifiable responses that are usable for the section 20 inquiry from eight Chinese
exporters and from the GOC.

In addition, the CB8A has obtained information from secondary sources such as previous CB8A
reports, market intelligence reports, public industry reports, newspaper and internet articles as
weIl as other government documents.

The eight cooperative exporters represent approximately 41% of the total exports to Canada of
subject goods, by volume during the Dumping Period ofInvestigation (Dumping POl). These
companies represent a far smaIler proportion of the Chinese domestic aluminum extrusions
industry, which the GOC has indicated is comprised of over 460 producers. 104 A section 20

104 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 24.
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inquiry assesses the domestic industry sector as a whole. As such, the review of the aluminum
extrusions sector is not limited to an examination of the information provided by the cooperative
exporters.

For the purposes of the preliminary determination, the President formed the opinion that
domestic priees in the aluminum extrusions sector in China were substantially determined by the
GOC and there were sufficient reasons to believe that the domestic priees were not substantially
the same as they would be if they were determined in a competitive market. In arriving at this
opinion, the President considered the cumulative effect that the GOC's measures exerted on the
Chinese aluminum extrusions sector in China. The information indicated that the wide range of
GOC influence and measures have a material impact nature on the aluminum and aluminum
extrusions industries through means other than market forces.

CBSAANALYSIS FOR FINAL DETERMINATION

China As An Economy In Transition

The GOC started to move from a "planned economy" to "socialist market economy" in the early
1990's. China's CUITent economic structure reflects the legacy of central planning and the
e1ements of a modem and increasingly market based competitive system. lOS

There are differences between a socialist market economy and a market economy. The main
difference rests with the govemment involvement in various industrial sectors deemed to be
important to the Govemment. For example, the GOC has identified two industry groups where
the GOC must maintain a degree of control. The two groups are "strategie industries,,106 and
"fundamental and pillar industries", with the non-ferrous metals industry listed as a pillar
industry. 107 As reported in the United States International Trade Commission (USITC) Report
of December 2007, the State-owned Assets Supervision and Administration Commission
(SASAC) noted that for "strategie industries" the govemment must maintain absolute control,
which is a minimum of 50% govemment equity stake in every company in the industry group.
For "fundamental and pillar industries" the government should maintain relatively strong control
over the principal companies, which is a minimum of 50% govemment equity in the principal
enterprises in the industry group.108 It appears that the GOC considers the non-ferrous metals
industry, including the aluminum industry, to be a "fundamental and pillar industry".

An annual report (Form 20-F) filed with the United States Securities and Exchange Commission
(SEC) by the Aluminum Corporation of China Limited (Chalco) provides sorne insight into the
oversight role of the GOC in the economy and aluminum industry in general. Chalco is a
subsidiary of the Aluminum Corporation of China Limited (Chinalco), which is listed as one of

105 CBSA Dumping Exhibit #364. China: Description of Selected Government Practices and Policies Affecting
the Decision-Making in the Economy, USITC December 2007 [page xiv].

106 Ibid, page 18. Strategie industries inc1ude armaments, power generation and distribution, petroleum
and petrochemicals, te1ecommunication, coal, civil aviation and shipping.

107 Ibid, page 18. Pillar industries inc1ude machinery and equipment, automobiles, information technology,
construction, iron and steel, nonferrous metals, chemieals, mining resources exploration, and science
and technology.

108 Ibid, pages 18 and 27.
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the state-owned enterprises directly under the SASAC. 1Û9 In their Form 20-F filing, they stated
the fol1owing regarding the status of the economy in China and their own risks related to
conducting business in China:

A significantportion ofour business, assets and operations are located in China. The
economy ofChina differs from the economies ofmost developed countries in many
respects. The economy ofChina has been transitioningfrom a planned economy to a
market-oriented economy. Although in recent years the PRC government has
implemented measures emphasizing the utilization ofmarket forces for economic reform,
the reduction ofstate ownership ofproductive assets and the establishment ofsound
corporate governance in business enterprises, a substantial portion ofproductive assets
in China are still owned by the PRC government. In addition, the PRC government
continues to play a significant role in regulating industry by imposing industrial policies.
It also exercises significant control over China's economic growth through the allocation
ofresources, controlling payment offoreign currency-denominated obligations, setting
monetary policy andproviding preferential treatment to particular industries or
companies. Some ofthese measures benefit the overall economy ofChina, but may have
a materially adverse impact on us. 110

China's National Five-Year Plans

Five-Year Plans for National Economie and Social Development (Five-Year Plans) are
established by the GOC and arrange national key construction projects, manage the distribution
of productive asset and economic development, map the direction of future regional development
and establish social and economic targets. The first Five Year Plan was issued in 1953 and since
that time, the GOC has issued Five-Year Plans on a consistent basis.

China's CUITent plan is known as "Guidelines of the Eleventh Five-Year Plan for National
Economie and Social Development 2006-2010" (Eleventh Five-Year Plan)1

11 and was compiled
according to the suggestions of the Central Committee of the Communist Party of China.

The Eleventh Five-Year Plan specifical1y sets out a framework for adjusting raw material
industrial structure and distribution in Chapter 13, section 1 entitled "Optimize the Development
of Metal1urgical Industry", which notes that the GOC intends to:

Control the total quantity ofelectrolyticl12 aluminium, moderately develop alumina,
encourage the development ofdeep aluminium processing and new type alloy material
and enhance the comprehensive utilization level ofaluminium industrial resources. 113

109 CBSA Dumping Exhibit #372. SASAC website, "Name List of Central SOEs", available
at: http://www.sasac.gov.cnln2963340/n2971121/n4956567/4956583.html.

110 CBSA Dumping Exhibit #60. Aluminum Corporation of China Limited. Annual Report ofa Foreign Private
Issuer: Form 20-F, for the fiscal year ended December 3l, 2007. United States Securities and
Exchange Commission, commission file number: 001-15264, page 38. ["Chalco SEC filing 2007"].

III CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 971.
112 The term electrolytic refers to the electrolysis process used to produce aluminum. Electrolytic aluminum

is synonymous with the term primary aluminum.
113 Ibid, page 986.
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The inclusion of a specific reference to the aluminum industry in a broad national-level planning
document signifies the importance of the aluminum industry to the Chinese economy and
highlights the extent of GOC attention the industry receives. Despite being a general planning
document, that the GOC notes is a non-binding blueprint for economic and social
development1l4, there is very clear and specific wording that the GOC will "control the total
quantity of electrolytic aluminum". It is also worth noting that the design and production of
aluminum extrusions would fall under the realm of the "development of deep aluminum
processing and new type alloy material" that the GOC is broadly noting should be encouraged
during the Il th five-year planning period.

Flowing from the Eleventh Five-Year Plan, the provinces/municipalities develop their own
specific Five-Year plans which reflect the GOC' s objectives, as detailed below.

China's Provincial Five-Year Plans

Similar to the central Government' s Eleventh Five-Year Plan explained above, Chinese
provinces/municipalities have their own corresponding five-year development plans. The
Provincial Five-Year Plans reflect the Central Government' s overall objectives and incorporate
the specific National objectives for that province.

The CBSA requested that the GOC provide fully translated copies of the Provincial 10th and Il th

Five-year Plans for all of the provinces and cities in which the known exporters were located.
The GOC initially only provided provincial five-years plans for the two provinces where they
believed all of the responding exporters were located. In the GOC's supplemental section 20
response they provided partial translations of the provincial plans for an additional five provinces
in China. The GOC noted in their supplemental RFI response that these seven provinces
contained aluminum extruders that account for over 80% of the production volume for aluminum
extrusions in China in 2007. 115

Sorne of the provincial plans reference aluminum only in a general way. For instance, the
provincial five-year plans for Guangdong province only mentions that the province will "restrict
the exported products which take lots of resources with high energy consumption and
pollution,,1l6, which would presumably include exports of aluminum. Shandong province also
only has general comments about the aluminum industry, including "take joint management of
aluminum industry with power supply industry, accelerate the development of electrolytic
aluminum, form the aluminum industrial system integrated with aluminum plate, strip, foil and
shaped aluminum". 117 The five-year plans themselves contain no additional details on how the
provinces plan on implementing these initiatives. However, with respect to Shandong province
the CBSA has requested and received a copy of Shandong Government Opinion on Speeding-up
Adjustment in Structure ofAluminum Industry in the Area ofShandong, which does contain
additional details regarding their intentions towards the aluminum industry in their province.
Details on the contents of this plan can be found in Appendix 4.

114 CBSA Dumping Exhibit #332. GOC Response to Supp1ementa1 Section 20 RFI #1, pages 2 and 3.
115 CBSA Dumping Exhibit #332. GOC Response to Supplementa1 Section 20 RFI #1, page 6.
116 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 1166.
117 CBSA Dumping Exhibit #332. GOC Response to Supplemental Section 20 RFI #1, page 130.
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Other provinces' five-year plans contained much clearer plans for the aluminum industry. For
instance, Henan province had the fol1owing in their Il th five-year plan:

To further strengthen aluminum centralized non-ferrous industry. To rationally allocate
bauxite resources and to develop alumina intensivelyll8. To build 3 alumina bases in
Zhengahou, Jiaozuo and Yuxi. To promote the reorganization ofelectrolytic aluminum
enterprises and to increase the concentration ofelectrolytic aluminum industry. To
vigorously develop the deep processing ofaluminum, with an emphasis on high-precision
foil strip, die castings and industrial profiles, decorative building material in order to
guide gathering ofaluminum processing enterprises in aluminum industrial park. ll9

Like the national five-year plans, the provincial-Ievel plans' inclusion of specifie references to
the aluminum industry, plans for the aluminum industry, and even specifie company names,
signifies the importance of the aluminum industry and its major companies to these provincial
economies and highlights the extent of GOC attention the industry receives overal1.

Industry Structure and State-Owned Enterprise Involvement

Aluminum is the primary raw material input for aluminum extrusions and comprises a large
percentage of the cost of aluminum extrusions. A review of the information submitted by the
cooperating exporters shows that aluminum constitutes an average of approximately 81 % of total
cost of the aluminum extrusions they produce. 120 Given the importance of aluminum as a raw
material input and cost component for aluminum extrusions, it is important to examine the
GOC's involvement and influence over the Chinese aluminum industry, and any corresponding
impact that would have an affect on the priee of aluminum extrusions in China.

China is, by far, the world's largest producer of aluminum. In 2007, China produced
12.6 million metric tonnes (mt) of primary aluminum. 121 This accounted for over one third of the
world's 37.4 million mt ofprimary aluminum production in 2007. 122 To provide for the
production of aluminum, China produced 19.5 million mt of alumina in 2007. 123 As it takes
approximately 2 mt of alumina to produce 1 mt of aluminum, China is, and will remain, a large
importer of alumina.

118 Aluminum originates as an oxide called alumina. Deposits ofbauxite ore are mined and refined into alumina one
of the feedstocks for aluminum meta1. Then alumina and electricity are combined in a cell with molten electrolyte
called cryolite. Direct-cUITent electricity is passed from a consumable carbon anode into the cryolite, splirting the
aluminum oxide into molten aluminum metal and carbon-dioxide. (The Aluminum Association,
www.aluminum.org).

119 Ibid, page 371.
120 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
121 CBSA Dumping Exhibit #372. International Aluminium Institute, Alternative Source Statistical Report "China's

Primary Aluminium Production", April 21, 2008. Online at:
hrtp://stats.worl-aluminum.org.iai/stats_new/formServer.asp?form=ll.

122 CBSA Dumping Exhibit #372. International Aluminium Institute, Alternative Source Statistical Report
"Consolidated lAI Primary Aluminium Production", April 21, 2008. Online at:
hrtp://stats.worl-aluminum.org.iai/stats_new/formServer.asp?form=16.

123 CBSA Dumping Exhibit #372. International Aluminium Institute, Alternative Source Statistical Report "China's
Alumina Production", February 20,2008. Online at:
hrtp://stats.worl-aluminum.org.iai/stats_new/formServer.asp?form=13.
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China1co and it various subsidiaries, inc1uding Cha1co, dominate the Chinese aluminum sector.
China1co is listed as one ofthe state-owned enterprises directly under SASAC. Chinalco
produced 10 million mt of alumina in 2007, or 46% of Chinese alumina production (down from
73% in 2006).124 Aluminum production information for China1co for 2007 is not available, but
their subsidiary Chalco produced 2.8 million mt of aluminum, accounting for 22% of Chinese
production in 2007. 125 Chalco is the major, but not the only, aluminum producing subsidiary of
China1co. Chalco is a public1y traded company, ofwhich China1co currently owns 40% ofthe
outstanding shares.

Apart from a small amount of export sales, Chalco sells aIl of their aluminum production
domestically in China. There are approximately 100 aluminum smelting companies operating in
China, which, like Cha1co, sell substantially aIl of their products in China. In 2007, only
14 aluminum-smelting companies had production capacities in excess of 300,000 mt, with the
rest having relatively smaller capacities. 126

China's Aluminum Extrusion Production

While the Chinese primary aluminum industry is dominated by state-owned enterprises (SOE),
particularly by China1co, the same situation is not prevalent in the aluminum extrusions sector.
The downstream producers of aluminum extrusion products appear to have little direct state
ownership and the industry is very fragmented. The GOC's RFI response indicated there are
460 aluminum extruders in China that each produce and sell at least 5 million RMB annuaIly. Of
these 460 companies, the GOC indicated that only 12 are wholly or partially state-owned. In
their supplemental section 20 RFI response, the GOC provided the production volume of
aluminum extrusions for these 12 companies. Only one ofthe 12 companies is a large producer
of aluminum extrusions, producing over 75,000 mt in 2007. Canada customs information shows
that these 12 companies accounted for only 3.4% of the imports of aluminum extrusions from
China during the POl.

Government Industrial Polides

Like steel, aluminum has been identified by the GOC as an industry with "production capacity
redundancy" that requires GOC mandated structural adjustment. The government industrial
policies inc1ude several broader documents that discuss policies and approaches to multiple
industries (such as steel, cement, non-ferrous metals, etc.). The GOC's industrial policies also
inc1ude several documents that are specifically authored regarding the aluminum industry,
inc1uding the mining of bauxite, production of alumina, production of primary aluminum, and
the further processing of aluminum (inc1uding aluminum extrusions).

In past section 20 inquiries regarding steel products, the CBSA analyzed the GOC's China Iron
and Steel Industry Development Policy as the main authoritative document outlining the GOC's

124 CBSA Dumping Exhibit #372. Xinhua. "China's Top Alumina Maker Reports 24% Rise In 2007 Revenue",
January 14,2008. On1ine at: http://eng1ish/mofcom.gov.cn.

125 CBSA Dumping Exhibit #363. A1uminum Corporation of China, "Announcement of2007 Annua1 Results",
March 17,2008.

126 Chalco SEC filing 2007, supra note 7, page 38.
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policies and plans that are specifie to the steel industry. The CBSA, through its own research, is
aware of three documents that were authored around the same time as the China Iron and Steel
Industry Development Poliey that may contain similar GOC policies and plans related to the
aluminum industry. These documents are The Industrial Development Poliey for the Aluminum
Industry (Industrial Development Policy), The Special Development Planfor the Aluminum
Industry Development (Special Development Plan), and China 's Aluminum Industry Layout and
Restructuring Proposai (Layout and Restructuring ProposaI).

The CBSA requested aIl three of these documents in the section 20 RFI to the GOC. In
response, the GOC noted that the Industrial Development Policy and the Special Development
Plan had been "formulated in 2005" but that they had not "come into effect" and had not "been
circulated to the local governments for implementation". However, the GOC provided a
document authored in 2006 entitled Guidelines for Accelerating the Restructuring ofthe
Aluminum Industry which contained the following measure:

(1) strengthen the direction to the industrial policy and industrial
layout andplan

"It is important to complement the Industrial Development Poliey ofAluminum Industry
approved by the State Council, to stipulate the detailed measures for the implementation,
and to accelerate the structural adjustment of the industry. According to the Special
Development Plan for the Aluminum Industry Development, the aluminum industry will
be designed weIl and developed orderly".127

Additionally, in another document provided by the GOC entitled Emergent Circular on Curbing
Rebound Investment in the Aluminum Industry, promulgated in April 2007, the Industrial
Development Policy is again referenced:

"The local governments should implement the Decision ofPublishing and Implementing
the 'Interim Measures ofAccelerating Adjustment ofIndustrial Structure' by the
State Council, the Development Policy ofAluminum Industry, and the Notice Concerning
Guiding Opinion ofAccelerating Adjustment ofAluminum Industrial Structure to advance
the process of adjustment of industrial structure.,,128

In both of the above referenced quotes, the Industrial Development Policy is referenced by its
official title in italics (or in brackets in the manner of noting official documents in the original
Chinese version), in the same manner as the title of other documents the GOC provided as
officially approved documents. Additionally, the first quote above specifically notes that the
Industrial Development Policy is "approved by State Council" and the second quote instructs the
local governments to implement the noted policies.

In its second supplemental RFI response the GOC also provided the CBSA with articles
published in the China Non-ferrous Metals Monthly. This publication is under the administration

127 CBSA Dumping Exhibit #266. GOC Response to the Govemment's RFI (Section 20), page 495.
128 Ibid, page 834.
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and management of China Minmetals Corporation, an SOE under SASAC controI. 129 In an
article entitled "The Major Events ofChina's Aluminum Industry in 2005", this state-owned
publication noted the fol1owing:

In October 2005, the Project on the aluminium Industry Development and the Policies on
the Aluminium Industry Development were passed at a conference held by the
State Council. This project and the policies presented the principles for China 's
aluminium industry development in the future including total output control, improved
industry structure and rational distribution, lower energy cost, etc. 130

Regarding the Layout and Restructuring ProposaI, the GOC noted that this document was merely
a proposaI drafted by the Industry Department ofthe NDRC in 2005 and listed on its website.
They further noted that it had not been submitted to State Council for examination and approvaI,
and it had never come into effect. l3l The CBSA does not have any information indicating that
this proposaI has been adogted, however, the "proposaI" was still publicly Iisted on the NDRC's
website three years Iater. 13 This Layout and Restructuring ProposaI also made reference to the
other two industrial policies:

In order to optimize the layout ofthe structure ofChina's aluminum industry, the state
has drawn up a special aluminum industry development planning and industrial
development policies, to be made public after the approval ofthe State Council. In order
to further strengthen the aluminum industry to adjust industriallayout and structure of
the guide. Alliocalities should strictly enforce the aluminum industry development
policy, approved the project strictly to prevent redundant construction. 133

In a supplemental section 20 RFI, the CBSA reiterated its request to the GOC to provide the
Industrial Development Policy, the Special Development Plan and the Layout and Restructuring
ProposaI. In their response the GOC noted that for these documents "the required Iegislative
procedure has never been completed and, therefore, they are not in force". 134 The GOC also
provided a statement by the NDRC noting that the policies were not in force. The GOC,
therefore, again refused to provide the documents to the CBSA. The CBSA requested these
documents again in its second supplemental section 20 RFI, and also requested the minutes of
the State Council Executive meeting where the policies were discussed. The CBSA requested
the meeting minutes to ascertain what direction the State Council had given in either approving
the policies or Iimiting the policies to draft status. The GOC again refused to provide
documents, noting that they "are not in force and are internaI documents. The GOC did not
provide these policies since its disclosure would mislead the domestic and/or international
community.,,135 The GOC also noted that "any discussions on these policy documents within the

129 CBSA Dumping Exhibit #372. SASAC website, "Name List of Central SOEs", available at:
http://www.sasac.gov.cn/n2963340/n297ll21/n4956567/4956583 .html.

130 CBSA Dumping Exhibit #475. GOC Response to Supplemental Section 20 RFI #2, page 222.
131 Ibid, page 30.
132 CBSA Dumping Exhibit #375.
133 Ibid.
134 CBSA Dumping Exhibit #332. GOC Response to Supplemental Section 20 RFI #1, page 4.
135 CBSA Dumping Exhibit #475, GOC Response to Supplemental Section 20 RFI #2, page 1.
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State Council are also privileged,,136 and therefore refused to provide the State Council Executive
meeting minutes.

The GOC has requested that the CBSA give due consideration to its statement that the
documents are not in effect and are non-Iegal drafts only. In its case briefs the GOC argued that
the CBSA has placed an undue emphasis on these draft policies. Given the GOC refusaI to
provide these documents, the CBSA is wholly unaware ofthe contents ofthese policies, and
therefore, cannot place an undue emphasis on their importance. The analysis ofthe GOC's
industrial policies contained in the rest of this report analyzes the impact of GOC policies and
regulations that have been provided by the GOC in its responses as being in force.

However, the CBSA notes the GOC's unwillingness to provide these policies and their failure to
provide the minutes of the State Council Executive meeting that would have showed the context
in which these policies were discussed and the direction the State Council provided regarding
their implementation (or lack thereof). Even if the documents are "internaI" as the GOC asserts,
the fact that they are subsequently referenced in other official GOC policy documents at least
demonstrates that these policies direct or guide, internally within the GOC, govemment officiaIs
in their overall policies objectives and treatment of the aluminum and aluminum processing
industries. The CBSA therefore maintains that the documents are highly relevant to this
investigation and takes note of the GOC's refusaI to provide the documents after repeated
requests. A report by the People's Daily on the policies' planned "launch" noted that they would
"curb China's aluminum exports and calI on domestic producers to mainly target the home
market,,137 As discussed later in this report, the GOC has adopted measures that are in line with
the apparent contents of these unofficial plans.

GOC Industrial Policies Summary

The GOC did provide numerous documents that coyer their general industrial policies
and investment guidance, as weIl as several documents more specific to the production of
alumina, aluminum and aluminum products. The CBSA has extensive information on the
record regarding numerous GOC industrial polices in general and polices that are specific
to the aluminum industry. This information demonstrates a substantial amount of GOC
involvement directed specifically towards the aluminum industry in China. Appendix 4
details, in chronological order, the information that has been obtained regarding various
GOC laws, circulars and policy measures affecting the Chinese aluminum and aluminum
extrusions industry from 2002 until present.

136 Ibid, page 8.
137 CBSA Dumping Exhibit #372. People's Daily Online --- http://english.people.com.cn.China ta Reveal

Aluminium Refarms, September 22,2005.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 84



To summarize, the GOC has laws and policies relating to the aluminum industry that dictate:

• the type of aluminum smelting processing technology that is permitted and bans on certain
types of technology used in aluminum production; restricting foreign investment in the
primary aluminum industry;

• minimum annual production capacity for new primary aluminum producers;
• minimum capital investment requirements for new aluminum projects;
• minimum efficiency standards for new and existing aluminum projects (in terms of electricity

and coal usage per MT produced); and
• minimum amounts of raw materials the alumina or aluminum producer is required to have

access to in order to be granted project approval.

Furthermore, the GOC has laws and policies relating specifically to the aluminum extrusions
sector that dictate:

• minimum annual production capacity for new aluminum fabricators (including a minimum
50,000 MT capacity for new aluminum extruders); and

• minimum efficiency standards for new and existing aluminum extrusion facilities
(in terms of electricity usage and raw material consumption per output).

The policies show that over time the GOC's restrictions in the aluminum industry in China have
progressed further downstream. Earlier policies sought to restrict additional aluminum
production, but encouraged the further processing of aluminum products, including aluminum
extrusions. However, the most recent GOC policies now also place restrictions directed towards
aluminum processors, including aluminum extrusions producers.

Another important aspect is that the earliest policies sought to restrict or outright ban inefficient
technology for producing aluminum, but in the years following these restrictions aluminum
smelting capacity actually increased substantially.138 Analysis on the record from Metal Bulletin
Research attributes much of the growth in China's aluminum capacity to the GOC's industrial
policies. The report notes the following with respect to the elimination of older smelting
technology:

The government repeatedly stated its intention to close al! inefficient andpol!uting
smelting ca~acity. Around 1.4m tpy ofChinese smelting capacity was based on
Soderbergl

9 pot technology during 200112002. The authorities announced in early 2003
a plan to phase out al! this capacity during 2003, although it took until early 2005 for the
vast majority ofthis capacity to be closed. Many smelters decided the best approach to

138 CBSA Dumping Exhibit #552, Information submitted by - Taishan City Kam Kiu Aluminium Co., Ltd. and Kam
Kiu Aluminium Products Sdn. Bhd., page 43. Metal Bulletin Research, An Analysis ofthe Global Marketfor
Extruded Aluminium, February 2006.

139 There are two main types of aluminium smelting technology - Soderberg (or self-baked) and Pre-baked. The
principal difference between the two is the type of anode used. Soderberg technology uses a continuous anode
which is delivered to the cell (pot) in the form of a paste, and which bakes in the cell itself. Pre-bake technology
uses multiple anodes in each cell, which are pre-baked in a separate facility and attached to rads that suspend the
anodes in the cell. The Pre-baked technology is newer, and is much more efficient in terms of energy use. Over
80% ofthe world's aluminum smelters employ the Pre-baked technology.
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dealing with the threat ofclosure was to firstly expand capacity by building prebake
potlines and then subsequently close old Soderberg technology. However, in many cases,
the capacity ofthe newly installedpotlines far exceeded the scale ofthe Soderberg pots

dh 1 d " d . 140an ence resu te zn zncrease capaclty.

In response to the GOC's move to ban a forro of production technology, Chinese aluminum
producers eventually complied but, overall, they first increased their production capacity with
GOC approved technology. This response, combined with increasing domestic consumption,
and preferential government treatment in the forro of low electricity tariff rates and government
grants for expansion, led to a surge in aluminum production in China. 141 As is reflected in the
specifie policies summarized in Appendix 4, the GOC' s policy emphasis during the subsequent
years (2003 and 2004) focussed on closing Soderberg technology to reduce capacity. While
Chinese smelters still found this production method to be profitable they resisted attempts to be
closed down. 142 As a result, Chinese aluminum production capacity continued to increase, partly
fuelled by the GOC's mandate to shift into modem manufacturing methods. Having their
attempts at restraining aluminum production capacity by closing Soderberg method production
prove ineffective, or less effective than desired, the GOC was forced to pursue other measures,
such as tax regime changes, to restrain production (see the import and export restrictions section
ofthis report).

It should be noted that none of the GOC policies or regulations obtained by the CBSA in this
investigation demonstrate any degree of direct priee setting within the aluminum or aluminum
extrusions industries. However, these policies and regulations do demonstrate the degree of
control the GOC has over the industry in general. Overall, the extent of GOC oversight and
control within the industry via their various policies and regulations is quite significant. The
GOC's involvement is extensive enough to significantly affect companies within the industry.
As Chalco notes in their 2007 SEC filing:

The central and local PRC governments continue to exercise a substantial degree of
control and influence over the aluminum industry in China and shape the structure and
characteristics ofthe industry by means ofpolicies in respect ofmajor project approvals,
preferential treatments such as tax incentives and safety, environmental and quality
control. Ifthe PRe government changes its current policies or the interpretation ofthose
policies that are currently beneficial to us, we mayface pressure on profit margins and
significant constraints on our ability to expand our business operations or to maximize
our profitability. 143 (emphasis added)

Clearly, in Chalco's opinion, the GOC's extent ofregulatory control is substantial and could
significantly constrain their profitability and business operations. This wording, by a
state-owned company, cleady reflects the strength and impact of GOC industrial policies and

140 CBSA Dumping Exhibit #552, Information submitted by - Taishan City Kam Kiu Aluminium Co., Ltd. and
Kam Kiu Aluminium Products Sdn. Bhd., page 43. Metal Bulletin Research, An Analysis ofthe Global Market
for Extruded Aluminium, February 2006.

141 CBSA Dumping Exhibit #372. Robin Bhar, Base Metals Analyst at Standard Bank London ltd. Commodities
Now: "Aluminum - The China Syndrome", June 2003.

142 Ibid
143 Chalco SEC filing 2007, supra note 7, page 13.
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defies the GOC's assertions that they are "aspirational expressions of the GOC's hopes for an
industry".144

GOC Preferential Treatment and Subsidies

At the same time they were banning older technology, the GOC was providing preferential
treatment to large aluminum smelters. In their 2005 SEC filing Cha1co provided an explanation
of their competition in the domestic market and the preferential treatment they were receiving
from the GOC:

It is the PRC government's industrial policy to consolidate the Chinese primary
aluminum industry into one consisting oflarger, less polluting and more efficient
producers. Accordingly, the larger smelters are being grantedfavorable treatment,
including priority in the allocation ofraw materials and electricity supplies andpriees.
These preferential treatments, especially discounts in electricity priees, represent
stronger competitive advantage large domestic smelters have over small domestic
smelters. In addition, since January 1, 2005, the PRC government prohibits domestic
aluminum smelters whose annual production capacity lower than 100,000 tonnes from
directly importing alumina to China. We are among a few companies in the PRC that
are currently qualified to directly import alumina for our primary aluminum production.
As imported alumina will usually be cost effective, we believe our competitiveness is
enhanced as a result. ...

PRC governmental policies directed at fostering the growth oflarger domestic smelters
are likely to be retained after China enters the WTO, such as tax benefits, preferential
electricity tariffs, and subsidies for research and development.145

Further, in 2005 Cha1co noted that their domestic competition mostly came from sizable smelters
and that there were only nine smelters with annual production capacity in excess of200,000 mt.
By their 2007 SEC filing, Cha1co noted that there were fourteen Chinese smelters with annual
capacity of at least 300,000 mt. Chalco notes that "Effective September l, 1999, the former
State Economie and Trade Commission, has prohibited construction of any new smelter with less
than 100,000 tonnes in annual primary aluminum production capacity". Therefore, while the
GOC was moving to ban older production technology they were providing strong incentives and
encouragement to larger smelters to expand, and they were setting a minimum annual capacity,
forcing such encouraged expansions to be large ones. As a result, Chinese aluminum smelting
output increased from 5.5 million mt in 2003 to 7.8 million mt in 2005. 146 China also became a
net exporter of aluminum in 2005. 147

144 CBSA Dumping Exhibit #565. GOC case arguments, page 20.
145 CBSA Dumping Exhibit #60. Aluminum Corporation of China Limited. Annual Report ofa Foreign Private

1ssuer: Form 20-F, for the fiscal year ended December 31, 2005. United States Securities and Exchange
Commission, commission file number: 001-15264, pages 29 and 30. ["Chalco SEC filing 2005"].

146 CBSA Dumping Exhibit #372. International Aluminium Institute, Alternative Source Statistical Report
"China's Alumina Production", February 20,2008.
Online at: http://stats.worl-aluminum.org.iai/stats_new/formServer.asp?form=13 .

147 CBSA Dumping Exhibit #475, GOC Response to Supplemental Section 20 RFI #2, page 249.
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Perhaps the most significant aspect of the GOC's preferential treatment of aluminum smelters is
the preferential electricity rates charged to Chinese aluminum producers. The smelting of
aluminum employs an electrolytic reduction process that requires a large and continuous supply
of electricity. Electricity comprises a significant percentage of the cost of production for
aluminum. For Chalco, the cost of electricity represents 30% oftheir cost of production for
aluminum. 148 The GOC has had a policy of providing preferential electricity rates to large
producers of aluminum. Reports indicate that the preferential power tariffs were in excess of
RMB O.IO/kwh, and that the elimination of the preferential power rates is to be phased in by
RMB O.OS/kwh annual increments. 149 In 2006, Chalco reported that their average cost of
electricity was RMB 0.348 per kwh. 150 Therefore, the average preferential electricity concession
ofRMB 0.02 to greater than RMB 0.10 per kwh could represent substantial savings on the cost
of electricity. However, in their 2007 annual SEC filing, Chalco notes that their preferential
electricity rates were cancelled at the end of 2007 pursuant to a GOC circular ending the

.Ç • 1 1 .. 151prelerentla e ectnclty rates program.

In their RFI response, the GOC provided the notice implementing the cancellation of preferential
electricity rates. This notice provides for a phased in approach whereby a benefit of S cents per
kwh was to be eliminated by December 2007; a benefit ofbetween S and 10 cents would be
reduced by S cents in December 2007 with the remainder eliminated in July 2008; and where the
benefit was more than 10 cents, for S cents to be eliminated in December 2007, S cents
eliminated in July 2008, and the remainder eliminated in January 2009. 152 The GOC was
therefore still providing preferential electricity rates for the production of aluminum during the
pal and, prior to the pal, was in sorne cases providing preferential electricity rates in excess of
10 cents per kwh.

Regarding preferential treatment for aluminum extruders themselves, it should be noted that the
CBSA is also conducting a countervailing investigation with respect to benefits provided by the
GOC to aluminum extruders in China. The final results of that investigation will show an
amount of subsidy for each of the cooperative exporters that were investigated. The amount of
benefits received ranges between 8% and 16% of the export prices of aluminum extrusions sold
to Canada.

As noted by the World Bank in their China Quarterly Update - February 2008, provided by the
GOC in the second supplemental RFI response:

Fiscal measures such as direct subsidies and taxes can sometimes substitute for
administrative measures and have a different economic impact. Overall, they tend to
keep incentives doser to being market determined and thus to be less distortive. A
producer subsidy increases the incentive to supply and leaves demand market

148 Ibid page 28.
149 CBSA Dumping Exhibit #62. China Strategies LLC, "China Renewable Energy and Sustainable Development

Report", January 2008: Volume l, page 8.
150 CBSA Dumping Exhibit #60. Aluminum Corporation of China Limited. Annual Report ofa Foreign Private

Issuer: Form 20-F, for the fiscal year ended December 31, 2006. United States Securities and Exchange
Commission, commission file number: 001-15264, page 30. ["Chalco SEC filing 2006"].

151 Chalco SEC filing 2007, supra note 7, page 11.
152 CBSA Dumping Exhibit #266, GOC Response to the Section 20 RFI, page 817.
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determined. We would normally expeet a producer subsidy to result in a (somewhat)
lower market priee, and higher supply and demand. 153

Therefore, the GOC's preferential treatment and subsidies available to aluminum and aluminum
extrusions producers in China would have served to artificially increase the supply of the
products in China. As previously noted, Chinese aluminum smelting production was
5.5 million mt in 2003. China's aluminum capacity rapidly expanded during the next few years
and production reached 12.6 million mt in 2007. 154 Similarly, China's aluminum extrusion
output rose from 2.62 million mt in 2003 to 5.5 million mt in 2007. 155

Import and Export Restrictions

An important tool the GOC uses in implementing their industrial policy objectives is their tax
regime regarding import tariffs, value-added tax rebate rates and export taxes. In general terms,
China' s value-added tax (VAT) system is similar to a consumption tax, with the ultimate burden
borne by the consumer. A manufacturer in China pays 17% VAT on its purchases of raw
materials, processes the goods, and then sells the end-products, collecting 17% VAT in the
process. The manufacturer then remits the difference between the VAT collected and the VAT
paid on the purchases of the raw materials. In this manner, a manufacturer does not incur any
VAT related costs on his production materials. However, VAT on export sales is treated
differently.

With exports, the exporter still pays the same 17% VAT on their purchases of raw materials,
however, when they export the goods, they only receive a VAT tax refund (tax refund) of a fixed
percentage, which is established by the GOC. In addition, the tax refund cannot exceed the VAT
paid on raw materials. Consequently, the tax refund on exports would offset the VAT paid on
the raw materials.

153 CBSA Dumping Exhibit #475, GOC Response to Section 20 Supplemental RFI #2, page 420.
154 CBSA Dumping Exhibit #372. International Aluminium Institute, Alternative Source Statistical Report

"China's Alumina Production", February 20,2008.
Online at: http://stats.worl-aluminum.org.iai/stats_new/formServer.asp?form=13 .

155 CBSA Dumping Exhibit #475, GOC Response to Section 20 Supplemental RFI #2, page 354.
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Over the previous three years, the GOC has made substantial changes to the import tariffs, VAT
rebates for exports, and export duties on aluminum raw materials, aluminum, and finished
aluminum products. These changes are summarized in the table below. 156

January 2004 Lowered VAT rebate on aluminum from 15% to 8%
January 2005 Fully removed VAT rebate and imposed a 5% export tax on

aluminum
September 2006 Lowered VAT rebates on various aluminum products from 13% to

5-11% (11 % for aluminum extrusions, except aluminum pipe and
tube which remains at 13%)

November 2006 Increased the export tax on aluminum to 15%
July 2007 Fully removed VAT rebates on alloy and non-alloy aluminum bar,

wire and profiles
August 2007 - Removed 5% import tariff on aluminum

- Imposed a 15% export tax on non-alloy aluminum rod and bar
January 2008 - Removed 3% import tariff on alumina

- Imposed 15% export tax on alloy aluminum rod, bar and sorne
solid aluminum profiles

When considering the above VAT rebate changes, it is also very important to note the GOC's
treatment of export sales for which the VAT rebate has been fully removed. When VAT rebates
are fully removed the GOC deems an export sale to be a domestic sale for VAT purposes. 157

What this means is that the exporter's FOB Port selling price is effectively treated by Chinese
authorities as being a VAT-inclusive priee, and the exporter is assessed a VAT liability equal to
14.53% (1-(1/1.17)). Therefore, when the VAT rebates on aluminum extrusions were redueed to
zero, aluminum extrusion exporters went from a position of receiving an Il% refund on their
FOB selling price to their FOB selling price being deemed VAT inclusive and effectively being
reduced by 14.53%. This change in tax treatment is quite significant.

Another important aspect affecting imports and exports is the restrictions placed on processing
trade. Processing (or tolling) trade involves importing goods dutYand VAT free provided the
finished good is then exported. In October 2004, the GOC banned processing trade for alumina
(importing alumina VAT and dutYfree if aluminum is exported) for aIl but the largest smelters

156 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, pages 47, 48, and 577.
CBSA Dumping Exhibit #332. GOC Response to Supplemental Section 20 RFI #1, page 8.
CBSA Dumping Exhibit #332. pages 7 and 8.
WTO, Trade Policy Review Body. "Trade Policy Review, Report by the Secretariat, China", WT/TPR/S/199,
April 16, 2008, page 75.
CBSA Dumping Exhibit #372. Interfax-China. "New Aluminium Product Export Tax Policy to Hasten Industry
Reform", June 25,2006. Online at: http://www.chinamining.org/Policies/2007-06-25/1182738229d5773.html.
CBSA Dumping Exhibit #372. Chinamining.org. "China Adjusts Tarif[ on Aluminum Products to Cut Energy
Consumption, Pollution", July 20, 2007. Online at:
http://www.chinamining.org/Policies/2007-07-20/1184893800d6266.html.
CBSA Dumping Exhibit #372. Interfax-China. "China to Cancel Aluminium Import Tax, Impose Export Tax",

July 19,2007. Online at: http://resourceinvestor.comlpebble.asp?relid=34031&t=60
CBSA Dumping Exhibit #372. Resource Investor, Ida Chen. "China to Remove Import Tax on Alumina and
refmed Copper", December 26,2007. Online at: http://www.resourceinvestor.comlpebble.asp?relid=39029&t=60.

157 CBSA Dumping Exhibit #475, GOC Response to Section 20 Supplemental RFI #2, pages 8, 9 and 20.
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that were in conformity with their industrial policies. The GOC fully banned processing trade
for alumina in August 2005. 158

The removal of VAT rebates, export taxes and restrictions on processing trade, were enacted in
accordance with an official GOC plan directed at reducing exports of certain products. In
July 2005, the GOC issued a circular explaining the need for export controls of certain products
and its plan to control export levels within certain products. The stated government goal for
these measures was to curb the export of energy-intensive, highly polluting and resource-wasting
products, encourage energy conservation and raw material imports. 159 The specific products that
were identified in the plan are steel billets and ingots, electrolytic aluminum, and other
non-ferrous metals. Recent reports also suggest that the government is not satisfied with the
results of the export taxes and may increase the export taxes on aluminum to divert more primary
aluminum output towards domestic demand. 160

An effect of these tax changes is that it increases the cost of exports and reduces their
profitability, which in turn reduces the volume of material that is exported and leaves additional
capacity to serve the domestic market. While the GOC has stated that many of these policies are
intended to address environmental and resource efficiency issues, these measures are
dramatically changing the demand and supply balance in the domestic market and materially
affecting the domestic prices of aluminum and aluminum extrusion products. As noted by China
Non-ferrous Metals Industry Association in the China non-ferrous Metals Yearbook, "The
adjustment for provisional export tax rate will increase the cost of enterprises which may affect
the export of enterprises. The intent of the structural adjustment [to VAT rebates] is obvious.
This is for the purpose of guiding resources and energy enterprises to domestic markets and
optimizing exported products structure when carrying out macro control,,161.

The GOC provided information regarding the export volume of the aluminum and aluminum
extrusions products that are affected by these tax changes. This information is summarized in
the following chart, which shows the quarterly export volume of primary aluminum affected by
VAT rebate removal and export taxes, and aluminum extrusions covered by the VAT rebate
removal. 162 The chart shows the information, as provided by the GOC, only for the Chinese
commodity tax codes that were affected by the tax changes.

158 CBSA Dumping Exhibit #552, Information submitted by - Taishan City Kam Kiu Aluminium Co., Ltd. and Kam
Kiu Aluminium Products Sdn. Bhd., page 43. Metal Bulletin Research, An Analysis ofthe Global Market for
Extruded Aluminium, February 2006, page 46.

159 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 865.
160 CBSA Dumping Exhibit #372. China Aluminum Network. "China May Raise Primary Aluminum Export Tax to

Secure Domestic Supplies", May 30, 2008. Online at: http://www.alu.com.cn/enNews/NewsInfo_1580.html.
161 CBSA Dumping Exhibit #488. Addendum to the GOC Response to Supplemental Section 20 RFI #2, page 27.
162 CBSA Dumping Exhibit #475. GOC Response to Supplemental Section 20 RFI #2, pages 368-374.

CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
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Regarding aluminum exports, this chart shows the significant impact that the VAT rebate
cancellation, export taxes and banning of processing trade had on ehinese exports. The volume
of exports of aluminum decreased significantly during 2005, as the cancellation of VAT rebates,
imposition of a 5% export tax and banning of processing trade of alumina took effect. Chinese
export volume remained steady for several quarters until the Goe raised the export tax to 15% in
November 2006, again causing a significant decrease in export volume, from 200,000 mt per
quarter to 50,000 mt or less per quarter.

Regarding exports of aluminum extrusions, the above chart shows the significant growth in
export volume during 2006 and the first half of2007. Export volumes peaked at a high of
372,000 mt in the second quarter of2007, and then plunged to 43,000 mt by the first quarter of
2008, which precisely coincides with the cancellation of VAT rebates and imposition of export
taxes on sorne extrusions. Again, the effect of the GOe's tax changes is clear and results in a
significant reduction in export volumes for the affected products.

The information available to the eBSA shows a strong level of GOe involvement in the
aluminum industry through import tariffs, VAT rebate levels and export taxes. The use of such
measures by the Goe is shown to severely restrict the export volume of the affected products.
Arguments submitted by the Goe noted that there was no information on the record that
demonstrates that reduced export volumes resulted in increased domestic supply (versus a
reduction in production) or resulted in suppressed domestic prices. The next two sections ofthis
report deal with the impact on domestic supply and prices that Goe policies have had on
aluminum and aluminum extrusions.
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Impact of GOC Policies on Domestic Chinese Supply and Price of Aluminum

In its first supplemental request to the GOC, the CBSA requested domestic sales volume and
value statistics for aluminum and aluminum extrusions. The GOC noted that "neither the GOC
nor the CNMIA maintain statistical data on domestic sales".163 The CBSA therefore relied upon
other information on the record to demonstrate the increasing volume of domestic supply.

The following information summarizes the domestic market situation of Chinese aluminum in
2006 and 2007: 164

Units in Tons 2006 2007
Production 9,350,000 12,256,000
Imports 289,855 111,363
Exports 838,286 160,793
Net Exports 548,431 49,430
Stock Change in SHFE -34,983 69,716

The above information demonstrates that domestic production increased in 2007 over 2006. At
the same time, export volumes were significantly lower (as previously noted). AIso, import
volumes were significantly reduced, lowering 61 % between 2006 and 2007. The stock change in
the SHFE also increased significantly, by over 100,000 mt. While Chînese consumption also
grew during this period, it is clear that export volumes were diverted to the domestic market in
China, causing increased availability of product, as evidenced through increasing SHFE stocks,
and reduced import penetration due to domestic oversupply.

Regarding the first imposition of the 5% export tax on primary aluminum in January 2005,
Chalco noted in their 2005 annual SEC filing that:

The abolishment ofexport tax refund and the imposition ofexport tax affected the
allocation ofdomestic and export sales by aluminum producers in China and resulted in
an increase in domestic sales. The increase in domestic sales further intensified the
competition in domestic primary aluminum market, where we conduct most ofour
primary aluminum business. Intensified domestic competition could have a material
adverse effect on the price and margins ofour products and market share. 165

One indicator of the domestic priee of aluminum in China is the priee of aluminum futures traded
on the Shanghai Futures Exchange (SHFE). Trading on the SHFE is only open to corporations
organized and registered in China. 166 In addition, companies that wish to trade in overseas
futures markets have to be approved by the China Securities Regulatory Commission. Only

163 CBSA Dumping Exhibit #332. GOC Response to Supplemental Section 20 RFI #1, page 14.
164 CBSA Dumping Exhibit #475. GOC Response to Supplemental Section 20 RFI #2, pages 351 and 352.
165 Chalco SEC filing 2007, supra note 41, page 5.
166 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 1994.
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31 Chinese eompanies in any industry in the entire country are eurrently allowed to eonduct
overseas futures transactions. 167

It is important to note that SHFE priees are quoted Chinese VAT inclusive. 168 As previously
explained, Chinese aluminum extruders would be eligible to be reimbursed for the amount of
VAT they pay on raw materials. The quoted SHFE priees are therefore 17% higher than the
effective eost that SHFE aluminum would represent to Chinese aluminum extruders.

Market Spot Priees 2003 2004 2005 2006 2007 tH 2008
SHFE spot priee
RMB/mt169170 14,595 16,242 16,744 19,000 19,580,
SHFE spot priee
eonverted to US$/mt171 $ 1,763 $ 1,962 $ 2,046 $ 2,388 $ 2,583 $ 2,677
SHFE spot priee
US$/mt (net ofVAT) $ 1,464 $ 1,629 $ 1,698 $ 1,982 $ 2,144 $ 2,222
LME spot priee
US$/mtl72,173 $ 1,437 $ 1,722 $ 1,901 $ 2,568 $ 2,661 $ 2,868

As ean be seen from this eomparison of London Metal Exehange (LME) and SHFE aluminum
eontract prieing, the priee of aluminum in China is not always refieetive of the international
priee. Priees of aluminum on the SHFE (excluding VAT) were refieetive of international priees
unti12004. Sinee then, priees on SHFE have not moved in syne with LME priees, and have
often been substantially lower. This divergenee of priees is also evident in the ehart beloW. 174 In
addition to showing both the LME and SHFE (net ofVAT) priees for aluminum, the ehart
includes aluminum priees as traded on the New York Mercantile Exehange (NYMEX). While
there may be sorne temporary differenees, the LME and NYMEX priees for aluminum closely
traek eaeh other, or are exaetly equivalent, for the entire period from 2003 to June 2008. This
refieets the eommodity nature of aluminum and establishes that there is a world priee for this
eommodity produet.

167 WTO, Trade Policy Review Body. "Trade Policy Review, Report by the Secretariat, China", WT/TPRlSI199,
April 16, 2008, page 160.

168 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 2007.
169 CBSA Dumping Exhibit #363. Aluminium Holdings Limited. Global Offering on Hong Kong Exchange, March

17,2008, page 67. Note their source for the information is The 2006 Yearbook ofNon-ferrous Metals /ndustry of
China ofCN/A.

170 Chalco SEC filing 2007, supra note 7, page 51.
171 Converted at the average yearly exchange rate.
172 CBSA Dumping Exhibit #1. Aluminum Extrusions Complaint. Confidential attachment 6, page 149.
173 Chalco SEC filing 2007, supra note 7, page 51.
174 Source information for the chart is CBSA Dumping Exhibit #365, aluminum priees on different commodity

exchanges.
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Again, it is evident that the SHFE price of aluminum traded at the world price of aluminum in
2003, but began to diverge from the world price in 2004, coinciding with the timing of the GOC
first adjusting the VAT rebates available for primary aluminum. This divergence in pricing
continued to increase during 2005 and 2006, which coincides with the timing of the GOC's full
removal of VAT rebates (January 2005) and imposition of export taxes (5% in January 2005, and
15% in November 2006) on primary aluminum and primary aluminum products. As the WTO
Trade Policy Review Body notes:

Removalofthe VATrebate together with the imposition ofthe export tax tends to
reduee exports ofprimary aluminum and thus increase its domestic supply. As a
result, the domestic priee ofprimary aluminum tends to be lower than would
otherwise be the case. 175

There is also information on the record that shows that SHFE prices generally reflect the prices
of aluminum bought and sold in China (between two parties and not through the commodities
exchange). In their 2007 SEC filing, Chalco notes "Like most primary aluminum producers in
China, we price our primary aluminum products by reference to the Shanghai Futures Exchange
spot prices".176 Chalco further notes the average SHFE 3-month contract price during 2007 was

175 WTO, Trade Policy Review Body. "Trade Policy Review, Report by the Secretariat, China", WT/TPR/SI199,
April 16, 2008, page 75.

176 CBSA Dumping Exhibit #60. Aluminum Corporation of China Limited. Annual Report ofa Foreign Private
Issuer: Form 20-F, for the fiscal year ended December 31, 2006. United States Securities and Exchange
Commission, commission file number: 001-15264, page 51. ["Chalco SEC filing 2006"].

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 95



RMB19,580 per mt (or RMB16,251 excluding VAT) and that their own average selling price
during 2007 was at a comparable level of RMB 16,914 per tonne (excluding VAT).l77

Additionally, the CBSA has information on the record regarding the actual purchases of
aluminum by the cooperating exporters and information provided by the GOC for two spot
markets in China. The following chart shows that the cooperating exporters' actual transaction
priees of domestically sourced aluminum in China were at prices marginally higher than
aluminum traded on the SHFE, but still substantially below the world price established on the
LME. 178
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When the cooperative Chinese aluminum extruders imported aluminum, they did so at a price
that was generally comparable to the LME. 179 The cooperative exporters' aluminum purchase
data also confirms that the low level of aluminum import penetration in the Chinese market
applies to aluminum extrud~rs' purchases. In 2006, the cooperative extruders sourced 22% of
their purchased aluminum from imports. In 2007 the cooperative extruders sourced only 3% of
their aluminum from imports, and there were virtually no imports of aluminum by the
cooperative extruders during the Dumping POr. 180

177 Chalco SEC filing 2007, supra note 7, pages 52 and 53.
178 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
179 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
180 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
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The chart also demonstrates that different spot markets in China also sell at or below the SHFE
futures priee of aluminum. The GOC provided average spot priee information for two spot
markets in China, one in Guangdong and one for the Yangtze River area. 181 The CBSA averaged
these two spot markets priees together and removed VAT included in the price182 for comparing
to LME priees.

The cost of aluminum, as a raw material input, is the largest cost component of producing
aluminum extrusions. A review of the cooperative exporters' cost of production information for
the period of investigation reveals that, on average, the raw material cost of aluminum constitutes
over 81 % oftheir total cost of production for aluminum extrusions. 183 (Note: Many Chinese
extruders purchase aluminum ingots, which they then melt, add alloying elements, and cast their
own billets. Billets are the aluminum input placed in extrusion presses. This differs from the
Canadian industry where producers purchase billets directly, at a premium over the priee of
aluminum ingots). Given this high cost proportion, the availability oflow priced aluminum in
China would clearly impact the domestic priees of aluminum extrusions in China.

The above information demonstrates that the GOC's trade restrictions and preferential policies
have had a material impact on the prevailing priee of aluminum in China. The GOC has been
substantially affecting the Chinese aluminum extrusions industry through its above-noted
policies and SOE involvement in the primary aluminum industry.

Impact of GOC Policies on Domestie Chinese Supply and Priee of Aluminum Extrusions

As previously noted, the GOC explained that they do not collect or maintain information
regarding domestic sales. The information on the record conceming Chinese domestic sales of
aluminum extrusions is from the domestic sales of the cooperative exporters and from the China
Minmetals' China Nonferrous Metals Monthly. This limited information does show an
increasing amount of aluminum extrusions production serving the domestic market.

As previously noted, overall Chinese output for aluminum extrusions was reported to have
increased from 2.6 million mt in 2003 to 5.5 million mt in 2007, an increase of 112% in
four years. 184 At the same time, apparent Chinese consumption grew from 2.5 million mt to
4.6 million mt, an increase of 84%. As a result, China's export volume of aluminum extrusions
increased over the same period, from only 169 thousand mt in 2003 to nearly 1 million mt in
2007. 185 However, in mid-2007 the GOC moved to restrict exports of sorne aluminum extrusions
through their VAT rebate removals and export taxes on aluminum bar and rod. The impact of
these tax changes on the export volume of extrusions has already been discussed and, given that
exports still represented approximately 18% of the sales ofChinese production in 2007, the
GOC's restrictions on exporting this volume of production would force an oversupply situation
in the domestic market for aluminum extrusions.

181 CBSA Dumping Exhibit #332. GOC Response to Supplemental Section 20 RFI #1, pages 987 to 1002.
182 CBSA Dumping Exhibit #475. GOC Response to Supplemental Section 20 RFI #2, page 11.
183 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
184 CBSA Dumping Exhibit #475. GOC Response to Supplemental Section 20 RFI #2, page 354.
185 Ibid.
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Amongst the cooperative exporters, the first half 2008 domestic sales of aluminum extrusions
were nearly double the amount durin~ 2006 (approximately 160,000 mt annualized in the 1st half
of2008 versus 89,000 mt in 2006).18 During the same years, the cooperative exporters reported
export sales ofaluminum extrusions increased from 100,000 mt in 2006 to 121,000 mt in the
1st half of2008 (annualized), an increase of21 %.187 This information demonstrates the
increasing amount of aluminum extrusions that were being sold in the domestic market as the
GOC moved to restrict export sales on sorne aluminum extrusions.

The CBSA's understanding ofpricing practices in the aluminum extrusions industry is that
extrusions are priced by producers based on the current price of aluminum plus a conversion
factor. The Chinese aluminum extrusions industry follows this pricing practice. Many of the
cooperating exporters explained that they base their domestic prices on the SHFE or published
local spot market rate, plus their own conversion factor. 188 Therefore, the below world market
price of aluminum available to aluminum extruders in China must impact their domestic selling
prices for aluminum extrusions, which can be shown to be lower than other markets in the world.

The CBSA has information that substantiates this difference based on aluminum extrusions
pricing information in sorne European and North American markets from a Metal Bulletin
Research publication for aluminum extrusions. This pricing information shows that prices for
aluminum extrusion in other countries are higher than the average domestic prices of aluminum
extrusions sold in China by the cooperative exporters during the POr. 189
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186 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
187 Ibid.

188 CBSA Dumping Exhibit #188, page 24. CBSA Dumping Exhibit #209, page 17. CBSA Dumping Exhibit #220,
page 21. CBSA Dumping Exhibit #236, page 24.

189 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
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The chart above clearly demonstrates that the prices of aluminum extrusions in China are
substantially lower than in other markets in the world. During the dumping POl, prices in China
ranged from 16 to 28% Iower than the published prices shown in the Metal Bulletin Research
(MBR) publication. It is also worth noting that while the priees in the MBR publication are for
more developed markets, they are "regional prices for standard extruded shapes", which should
represent a very conservative comparison to the full product mix, including sorne higher
value-added products, that the cooperative exporters sold in the domestic market during the
dumping POL

The above selling price comparison chart becomes even more insightful when LME priee of
aluminum and the cooperative exporters' actual purchase prices of aluminum are added to the
chart. 190
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From the chart above, it is apparent that there is a strong correlation between the underlying cost
of aluminum and the fluctuation in aluminum extrusions prices. The MBR published priees
respond to fluctuations in the world price of aluminum (as represented by the LME), whereas the
cooperative exporters' domestic selling prices show Iess volatility and appear strongly correlated
to their own actual purchase prices of aluminum domestically.

It is aiso very revealing to compare the cooperative exporters' domestic selling prices with the
LME price of aluminum in the chart above. In early 2008, the world price of aluminum was
almost equivalent to the cooperative exporters' domestic selling prices for aluminum extrusions

190 CBSA Dumping Exhibit #586. CBSA Final Determination Section 20 Report.
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in China. Clearly, if the cooperative exporters had purchased aluminum at the world priee
during this period, their domestic selling priees would have had to be significantly higher to even
recover their costs of production.

SUMMARY

Based on the evidence on the record, it is clear that the GOC exerts a substantial degree of
influence over the aluminum industry in China through its industrial policy measures. As noted
under the government policy section, newer GOC aluminum industry documents also include
policy measures specifically applicable to the aluminum extrusion industry. These policies
impose minimum capacity size for new facilities, and minimum energy and production
efficiency levels. The GOC has also been shown to provide preferential treatment and subsidies
to aluminum producers and to aluminum extruders in China which would increase the ability of
Chînese produeers to supply the products to the Chinese market. The GOC also has measures in
place that restrict the exports of aluminum and aluminum extrusions, also affecting the supply
situation in the domestic market.

While the GOC does not directly set or control the priees of aluminum extrusions in China, the
information currently available to the CBSA indicates that priees of aluminum extrusions in
China are being substantially determined by GOC industrial policies and export restrictions. The
cost of aluminum in China appears to be weIl below the world priee of aluminum during the
dumping POL Since aluminum comprises a large percentage of the cost of aluminum extrusions
and directly impacts the priee of aluminum extrusions due to the 'aluminum cost plus' selling
practises of the industry, the low cost of aluminum in China clearly impacts the priees of
aluminum extrusions in China.

The CBSA has assessed the cumulative effect that the GOC industrial policy measures;
regulations controlling technology and production levels; GOC preferential treatment and
subsidies; and the control of import and export levels through tax changes have had on both
aluminum and aluminum extrusions. The CBSA is satisfied that there is sufficient evidenee on
the record demonstrating that the domestic priees of aluminum extrusions in China are being
substantially determined by the GOC and that there is sufficient reason to believe that these
priees are substantially different than if they were determined in a competitive market.

Based on the preceding considerations, the President of the CBSA has formed the opinion, for
purposes of the final determination, that Section 20 conditions exist in the aluminum extrusions
sector in China.
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APPENDIX 4 - GOC POLICIES AFFECTING THE CHINESE ALUMINUM AND
ALUMINUM EXTRUSIONS INDUSTRIES

The following represents a chronologicallisting, from 2002 to present, of excerpts from the
various policies that are relevant to the GOC's involvement in the aluminum and aluminum
extrusions industries.

2002
In 2002, the State Economie and Trade Commission published the Guidance ofRecent
Development in the Industrial Sector. This notice was formed to carry-out the framework
established in the Outline of the Tenth Five-year Plan for National Economie and Social
Development" and aimed to "strengthen the macro-control, guide the direction of the
investments with the fixed assets in the whole country, optimize the allocation of resources,
reduce the repeated construction, and promote the healthy and stable development in all
industries".191 Regarding the aluminum industry, this document noted:

We should accelerate the pre-baked transformation ofaluminum electrolysis, and must
combine newly bui/t and transformedpre-baked aluminum cells with the elimination of
Soderberg electrolytic cells, and try to eliminate Soderberg aluminum cells in 2003. We
should accelerate the construction ofhigh-Ievel hot tandem rolled aluminum plates and
belts production lines, develop high-precision aluminum plates and belts, electronic
aluminum foi/s, large industrial section bars and other varieties. We should stop the
repeated construction ofelectrolytic aluminum, and any newly bui/t electrolytic
aluminum project must be strictly subject to the approval formalities in accordance with
the relevant provisions. 192 [emphasis added]

2003
In late 2003, the State Council published a document entitled Several Opinions on Curbing
Illegal Construction and Irrational Investment in the Electrolytic Aluminum Industry. This
document begins by noting that:

Electrolytic aluminum industry is an important industry producing basic raw materials
and also an industry with high requirements for input, high energy and resource
consumption, which may significantly affect the environment. In recent years, pushed by
demand growth ofdomestic market, stipulated by price collapse ofalumina andprice rise
ofelectrolytic aluminum in international market, driven by economic interest, some areas
and enterprises illegally construct and irrational invest in electrolytic aluminum projects
without following stipulatedprocedures.

we should readjust the aluminum industrial development structure and industrial policy
according to the needfor a new approach to industrialization in order to make the
development ofaluminum industry and area distribution c!ear, to make the industrial
access system strictly, to guide the orderly development ofindustry.

191 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 737.
192 Ibid, page 752.
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Electrolytic aluminum and alumina projects which do not conform to industrial poliey
and development plan shall not be approved by government department. 193

It is interesting to note that, in the first paragraph of the above caption, the GOC acknowledges
that the aluminum industry has been growing in response to demand growth and priee factors in
the industry, particularly in response to a high international price for aluminum. While this
growth is in response to the industry' s own economic interests, the GOC decided it was
"irrational" investment because it did not conform to their industrial policy and development
plans for the aluminum industry as stipulated by the GOC.

Aiso during 2003, the GOC issued the Catalogue ofEncouraged Hi-tech Products for Foreign
Investment (2003).194 This catalogue established products that govemments at various levels
were to "actively conduct work in encouraging foreign investment and create favourable
conditions for the quickening development of high-tech industry". This catalogue listed the
following items ofrelevanee under the section for new materials: 195

1. Large-scale aluminum alloy bar section ofspecial type
2. Precise die forging ofaluminum alloy
3. High-intensity aluminum alloy material
4. Pre-stretching thickplate ofaluminum alloy and envelopedplate ofaluminum alloy
5. PS aluminum alloy plate
6. Aluminum plate for beverage can
7. Compound aluminum foi! for radiator

This demonstrates that while the GOC was working to restrict investment in the production of
primary aluminum, they were encouraging investment in products that further processed
aluminum, including in aluminum extrusions.

2004
During 2004, investment in the aluminum industry continued to be heavily restricted. In a
circular from the State Council on Liquidating Fixed Asset Investment Projects, the GOC noted
that "a new project of steel, electrolytic aluminum and cement shall in principle not be launched
. h' " 196In t IS year .

In the same year, the GOC issued the Notice Regarding the Further Enhancement ofthe
Environmental Regulation ofthe Electrolytic Aluminum Industry.197 This notice called for the
strengthening of the supervision and regulation on aluminum producers by the departments of
environmental protection at various levels of govemment. The document focussed on

193 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 576-577.
194 CBSA Dumping Exhibit #372. Document of the Ministry ofScïence and Technology and the Ministry of

Commerce. "Catalogue ofEncouraged Hi-tech Products for Foreign Investment (2003)", Guo Ke Fa Ji Zi [2003]
No. 179, June 2, 2003. Online at:
http://www.fdi.org.cn/pubIFDI_EN/Laws/InvestmentDirection/IndustriaIGuidance/t20060620_51273.jsp.

195 Ibid.
196 Dumping Exhibit #266. GOC Response to Section 20 RFI, page 567.
197 Ibid, page 585.
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implementing the desired move away from Soderberg ceH aluminum production technology to
the pre-baked ceH method.

Another GOC circular in 2004 increased the capital requirements for new aluminum projects. A
circular from the State Council On Adjusting the Proportions ofRegistered Capital in Fixed
asset Investment Projects ofSome Industries, ordered that "the proportion of registered capital of
projects of cement, electrolytic aluminum and real estate development. .. shaH be raised from
20% or more to 35% or more". 198

2005
In 2005, the State Council promulgated the Interim Provisions on Promoting Industrial Structure
Adjustment. The provisions were formulated for "the purpose of ensuring the aH-round
implementation of the scientific view of development, strengthening and improving the
macro-control policy, guiding social investments, and promoting industrial structure
optimization and upgrading". 199

The Interim Provisions noted above, led to the issuance of the Guidin~ Catalogue for Industry
Restructuring, which was issued by the NDRC on December 2,2005. 00 The decision of the
State Council notes:

The "Catalogue for the Guidance ofIndustrial Structure Adjustment" is the important
basis for guiding investment directions, andfor the governments to administer investment
projects, to formulate and enforce policies on public finance, taxation, credit, land,
import and export, etc. 201

The Catalogue is divided into three groups;

1. Catalogue of Encouraged Investment Industries,
II. Catalogue of Restricted Investment Industries, and
III. Catalogue of Eliminated Investment Industries

The foHowing lists are the references under each above noted catalogue that may be applicable to
aluminum or aluminum fabrication products of note:

Guiding Catalogue for Industrial Restructuring (2005l02

Encouraged:
• Construction of medium-sized copper, aluminum, lead, zinc and nickel mines
• Production ofhigh-performance, high-precision rigid aHoy, deep processing products

and ceramic materials
• Manufacturing of the high-performance metal materials used for rail traffic

198 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page734.
199 Ibid, page 525.
200 Ibid, page 531.
201 Ibid.
202 CBSA Dumping Exhibit #266. GOC Response to Section 20 RF!. National Development and Refonn

Commission. "Directory Catalogue on Readjustment ofIndustrial Structure (Version 2005)", NDRC decree No.
40, December 2, 2005.
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• Manufacturing oflight autos and environmentally-friendly new materials
• Development and manufacturing of new-type of materials for aviation and aerospace
• Manufacturing of high-performance external encircling structural materials and parts

for residence
Restricted:

• Electrolytic aluminum projects (except self-baked cell production capacity
replacement and environmental protection reconstruction project)

• Secondary aluminum reverberatory furnace project ofbelow 4 tons
• Reverberatory furnace project directly burning coals in renewable non-ferrous metal

production
• Wet method fluoride salt in the production of aluminum
• Project of independent carbonaceous materials used in the production of aluminum of

below 100,000 tons/year
Eliminated:

• Aluminum self-baking electrobath
• Recycled aluminum alloy and recycled lead melting technology with crucible furnace

(2005)

This catalogue contains the govemment regulations that are used to "guide" investment into or
out of a number oftargeted industries and activities in accordance with the GOC's industrial
policies. Such guidance includes, for example, instructions to financial institutions not to
provide credit for investment in certain sectors, as weIl as to the authorities in charge of
approving such investments to no longer accept proposaIs for such investment. Other measures
that can be taken include land and tax policies, pricing policies (regarding electricity specifically)
as weIl as trade restrictions.

This catalogue again demonstrates that while the GOC was working to restrict investment in the
production of primary aluminum, they were encouraging investment in products that further
processed aluminum, including in product areas that would use aluminum extrusions. The extent
of the restriction on investment in primary aluminum was confirmed in a recent report, which
quoted an official from the State Administration for Industry and Commerce (SAFIC) that "No
foreign investment projects in the steel, cement or electrolysed aluminum sectors have been
approved since 2005".203

The CBSA has several reports on the impact of the measures taken from 2003 to 2005, indicating
that during these years 28 aluminum smelters that used the Soderberg method were closed (with
a total capacity 300,000 mt), and a total of 43 smelters were closed by the end of2005. "These
smelters were forced to close because of a shortage of alumina or electricity, or both".2°4 Under
GOC trade policy at the time, only Chalco, China Minmetals Nonferrous Metals Co (Minmetals)
and severallarge smelters were allowed to import alumina directly. The govemment ofthe PRC
prohibited domestic aluminum smelters with annual production capacity lower than 100,000 mt

203 CBSA Dumping Exhibit #372. China Daily. "Foreign Investment Hits $2.11 trn in 30 Years", March 13,2008,
Online at: http://english.mofcom.gov.cn/aarticle/counselorsreport/europereport/200803/20080305427267.html.

204 CBSA Dumping Exhibit #61. Pui-Kwan Tse. "Us. Geological Survey MineraIs Yearbook - 2004, The Mineral
lndustry ofChina", page 8.3.
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from directly importing alumina into China?OS The remaining Chinese smelters had to purchase
alumina from Chalco or Minmetals. "Owing to environmental concems, Chalco and Minmetals
preferred to supply alumina to larger and pre-baked smelters,,?06 Other reports further indicated
that smelters suspended construction or expansion plans to a significant degree.

In September 2005, the China Daily reported that the National Development and Reform
Commission (NDRC) was releasing a national policy to reorganize the aluminum sector. The
policy would encourage domestic aluminum producers to form bigger groups through mergers
and acquisitions. The policy further required capital investment in aIl new aluminum projects to
account for at least 35% of the total investment. The policy would curb aluminum exports and
calI on aluminum producers to focus on the domestic market. The report noted that in
September 2005, the GOC had already banned tolling and processing trade of alumina. The
restrictions on exports (processing trade ban and export taxes) came as most (65%) of the
aluminum producers in China made losses on the year due to high priees of alumina and
electricity. FortYsmall aluminum plants had already shut down on the year due to heavy
losses.20

? As previously noted, the GOC has denied that the Industrial Development Policy for
the Aluminum Industry and the Special Development Plan for the Aluminum Industry are in
force, and have therefore not provided the CBSA with copies ofthese documents.

2006
In March 2006, the GOC issued a circular entitled Accelerating the Structure Adjustment ofthe
Industries with Production Capacity Redundancy. This circular covered the general approach
and macro-economic control measures the GOC would take to curb further investment in the iron
and steel, electrolytic aluminum, calcium carbide, ferroalloy, coke and automobile industries.
The macro-economic measures that were noted as being useful to curb investment in these
industries was for the GOC to strictly control access to land, financing, environmental protection
approval and construction permits. The GOC would encourage mergers and acquisitions within
these industries and eliminate inferior producers through bankruptcy. This circular also noted:

We should, based on the market orientation, utilize the restrictions on the market and
resources to intensifj; the reversed transmission ofthe pressure for easing monetary
condition so as to promote the gross balance and structural optimism. We should adjust
and rationalize the prices ofresource products so as to better exert the function ofthe
price leverage in adjustment and thus to promote enterprises ' independent innovation
and structural adjustment. 208

We should intensifj; the guidance for industrial policies, support credit policies,
adjustment by the policies for finance and taxes so as to promote industrial restructuring.
We should evaluate and strictly implement the relevant standards for market access
regarding environmental protection, security, techniques, land and investment. We

205 Chalco SEC filing 2005, supra note 41, page 38.
206 Chalco SEC filing 2005, supra note 41, page 32.
207 CBAS Dumping Exhibit #372. China Daily, "China to Reveal Aluminium Reforms", September 22,2005.

Online at: http://english.peopledaily.com.cn/200509/22/print20050922_21o123.html.
208 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 550.
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should improve and strictly implement the relevant laws and regulations and regulate the
acts ofboth enterprises and the government. 209

As to the relevant development planning ofas well as industrial policies for such
industries as iron & steel, electrolytic aluminum and automobiles, we should intensify the
implementation ofthese policies. 210

Of particular note is that in the first paragraph referenced above, the GOC appears to be
specifically noting that they intend to actively have an effect on the pricing of resource products
such that it will achieve their structural adjustment objectives.

In order to achieve the objectives for industrial restructuring in the aluminum industry, in 2006
the GOC also published the Guidelines for Accelerating the Restructuring ofthe Aluminum
Industry (the Guidelines). This document first noted the importance of the aluminum industry as
a "fundamental raw material for the development of the national economy", and then defined the
aluminum industry in China as "comprised of three sectors, alumina, electrolytic aluminum and
aluminum processing".211

The Guidelines also notes the accomplishments that have been met in restricting the aluminum
industry since 2003, as follows:

Pursuant to the requirements ofthe state macro-control, the electrolytic aluminum sector
has made a significant achievement by carrying out afile Guo Ban Fa [2003] NO 103
enacted by the executive office ofthe State Council. 23 illegal electrolytic aluminum
projects have been terminated, which involve investments valuing 1,730 million RMB.
The total production capacity terminated or postponedprojects will be 2,470,000 tons ...
Some electrolytic aluminum enterprises, which adopt backward techniques or which
production cost is high, have been terminated The terminatedproduction capacity
would be approximately 1,200,000 tons. 212

The 2003 document referenced in the above quotation is Several Opinions On Curbing Illegal
Construction and Irrational Investment in the Electrolytic Aluminum Industry, which was
previously discussed in this report. This quotation demonstrates that the GOC's industrial
policies are being followed and implemented, and are having a measurable impact on the
aluminum industry in China.

The Guidelines next note the problems that have yet to be resolved within the Chinese aluminum
industry. These problems indude?13

• A deficient level of government management and supervision over bauxite mining in China;
• The number ofplanned alumina projects that have not met aIl oftheir legal approvals or

confirmed their required level of bauxite resources;

209 Ibid.
210 Ibid, page 553.
2ll Ibid, page 489.
212 Ibid, page 491.
213 Ibid, pages 491-493.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 106



• Additional aluminum projects under construction despite industry capacity utilization at
approximately 75%;

• Aluminum smelting capacity in excess of alumina supply in the domestic market, resulting in
high cost of alumina and a high production cost for aluminum. The export volume of
aluminum is too high; and

• Industrial concentration in aluminum processing is too low. Equipment, technology and
techniques have fallen behind, and the variety ofhigh-value added products is insufficient

The Guidelines then note the guiding principles and main objectives of the document as follows:

The guiding principles are comprised offocusing on transference ofthe growth pattern of
aluminum industry, centering the structural adjustment, optimizing the industrial
structure, innovating production technology and techniques, designing andplanning in
scientific way, considering situation as a whole as undertaking adjustment, reducing the
production consumption, andprotecting the environment. These principles should be
exercised as a guide for macro-control.

It is neeessary to keep the balance ofelectrolytic aluminum between supply and demand
It is important to support the good enterprises and eliminate the inferior through the
market, and to encourage the good enterprises to increase their production up to 75%
out ofentire production for the whole industry.214

The Guidelines then note and describe eight specifie policy measures to accelerate structural
adjustment within the aluminum industry. Each ofthese eight measures are described in detail in
the document. The eight policy measures are?15

1. Strengthen the direction to the industrial policy and industriallayout andplan
2. Enhanee the concentration ofthe industry, and encourage to comprehensively use

and save resources
3. Strengthen the coordination between credit policy and industrial policy, build upon

exit mechanism under the legal system
4. Strengthen environmentallaw enforeement, and eliminate backwardproduction

capacity
5. Rectify the bauxite exploitation order, and exploit the domestic resources reasonably
6. Encourage to exploit overseas resources, and widen the channels ofusing overseas

alumina resourees
7. Strictly control the export ofelectrolytic aluminum, improve the mechanisms ofpower

priee formation andpower supply
8. Develop the aluminum smelting orderly, and develop highly-added value aluminum

process products

214 Ibid, pages 493-494.
215 Ibid, pages 495-500.
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2007
In 2007, the GOC updated its catalogue guiding the direction offoreign investment in China.
The Catalogue for the Guidance ofForeign Investment Industries (amended in 2007), contains
the following updated provisions applicable to the aluminum and aluminum extrusions
industries?16

Encouraged:
• Production ofhigh tech non-ferrous metallurgical materials: ... special kind oflarge

aluminum alloy materials, aluminum alloy precise model forge product...
• Production of lightened car, automobile and environment protecting new materials

(bodywork aluminum board, aluminum magnesium alloy materials, automobile
aluminum alloy frame and so on)

• Design, manufacturing and maintaining of metal product moulds (such as extrusion
moulds of pipe, stick and shape of copper, aluminum, titanium, and zirconium)

Restricted:
• Non-ferrous metal refining of electrolytic aluminum, copper, lead, zinc and other

non-ferrous metal

In early 2007, as electricity shortages eased and aluminum prices rose, investment in China in
the aluminum smelting sector surged 124% in January and February compared with the previous
year. In April 2007, the NDRC issued a circular entitled: Emergent Circular on Curbing
Rebound Investment in the Aluminum Industry. This circular noted the importance of GOC
control over the aluminum industry and called on local governments to maintain their efforts at
restraining the aluminum industry:

Atpresent the adjustment ofthe industry structure is at the key stage ofthe adjustment
reform. The government should deepen and strengthen the macro-control and
adjustment on the industrial structure, avoid unhealthy growth ofblindly investment and
exploitation capacity. Ali governmental departments at various levels must carry-out
strictly the measures for the macro-control and adjustment ofindustry structure on a
long view ofscientific development. 217

The circular called on GOC officiaIs at allieveis to:

1. regulate investing activities according to the industrial poliey and the administrative
measure on investment projects;

2. strengthen the coordination between industry policy andpolicy ofland utilization,
policy ofthe environmental protection, andjinancing poliey, and reinforce the market
monitoring;

3. accelerate abolishing the backwardproduction techniques andproducing device, and
preventing backwardproduction projects from reappearing;

4. strengthen environmental protection and avoid environmental pollution;
5. regulate the system ofexploitation and smelting ofore resource;
6. strengthen the monitoring and examination ofsafe production;

216 CBSA Dumping Exhibit #444, page 31.
217 CBSA Dumping Exhibit #266. GOC Response to Section 20 RFI, page 834.
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7. facilitate energy saving and consumption reduction, and accelerate the adjustment of
industry structure,' and

8. check up on current projects andfuture projects.218

The circular further noted that the GOC would prevent self-baked cell facilities from resuming
production. Companies attempting to operate such facilities would have their power and water
supply forcefully disconnected.

On October 29,2007, the NDRC promulgated the Requirements ofEntry Into the Aluminum
Industry (the Requirements), placing further restrictions on the aluminum industry in China and
introducing new requirements for minimum capacity, location and energy consumption. These
requirements are to be used by aIl GOC departments when conducting reviews for approving
investment proposaIs within the industry in terms ofverifying adequate investment, land supply,
business registrations, environmental impact assessments, safety permits and credit financings.2 19

This notice contained the following specific provisions:220

• New alumina projects using domestically produced bauxite must have an initial annual
capacity in excess of 800,000 tons.

• Alumina projects that rely on imported bauxite must possess a minimum of 5-years worth of
bauxite supply through a joint venture company, and this must be able to meet 60% of the
bauxite required to meet production needs. These projects must be capable of producing
600,000 tons of alumina per annum.

• Any new electrolytic aluminum project must be approved by NDRC and that only
environmental renovation projects, or projects replacing outdated production techniques, will
be approved in accordance with the GOC's plan for the industry.

• New bauxite mining projects must have a minimum capacity output of 300,000 tons per
annum, and a lifespan of at least 15 years.

• Proposed secondary aluminum projects require a minimum annual capacity of
50,000 tons, while existing projects must exceed 20,000 tons or face decommissioning.
Approval of reconstruction or expansion projects must exceed 30,000 tons per annum.

• Aluminum processing projects must have a minimum annual capacity of 100,000 tons per
annum (processing is defined as covering plate, strip, foil, and extrusions). Further, a
single-product project must have a capacity of 50,000 tons for plate and strip, 30,000 tons for
foil, and 50,000 tons for extrusions. [emphasis added]

• A minimum of35% of the total investment in aIl mining, smelting and recycling projects
must be made in cash.

• New Bayer-method alumina projects must limit energy consumption to less than
500 kgs of coal per tonne of alumina produced, aIl other alumina projects must consume no
more than 800 kgs coall tonne of alumina.

• New or upgraded electrolytic aluminum projects are restricted to a maximum of 14,300
kilowatt hours for every tonne of aluminum produced.

218 Ibid, pages 834-838.
219 Ibid, page 73.
220 Ibid, pages 74-81.
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Regarding the minimum annual capacity requirements for new extrusions facilities of 50,000 mt
per year, it is important to put the magnitude this capacity requirement into perspective by
considering that the estimated size of the Canadian market for aluminum extrusions was
200,000 mt in 2007.

The Requirements further note very specific energy consumption and raw material utilization
amounts for bauxite mining, alumina production, aluminum production and aluminum
processing. These provisions apply to both new and existing facilities. The fol1owing is a
summary of the type of detail the Requirements contain with respect to aluminum processing
projects:

Comprehensive energy consumption for new aluminum processing projects should be
lower than 350 kg of coal/ton; comprehensive electrical consumption should be lower
than 1150 kwh/ton of aluminum products produced. Existing facilities must adhere to
energy consumption limits of 41 0 kg of coal/ton and comprehensive electrical
consumption lower than 1250 kwh/ton of aluminum products produced. New facilities'
consumption of metal must be lower than 1025kg/ton of aluminum products produced,
including lower than 1015 kg/MT for aluminum extrusions; overal1 rate of finished
products must be higher than 75% for new facilities and 72% for existing facilities; metal
consumption for existing facilities must be lower than 1035 kg/ton of aluminum product
produced, including 1020 kg/ton for aluminum extrusions production?21 [emphasis
added]

221 CBSA Dumping Exhibit #62. China Strategies LLC, "China Renewable Energy and Sustainable Development
Report", January 2008: Volume l, page Il.
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