
































































































































































































Comparison ofWorld Aluminum Priees
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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"].
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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.

Trade Programs Directorate (Anti-dumping and Countervailing Program) Page 96



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.
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• 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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