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2 SUMMARY AND RECOMMENDATIONS

This report provides the results of the Australian Customs and Border Protection
Service's (Customs and Border Protection) consideration of an application by
BlueScope Steel Limited and BlueScope Steel (AlS) Pty. Ltd. (BlueScope) for the
publication of a dumping duty notice on hot rolled coil steel (HRC) exported to
Australia from Japan, the Republic of Korea (Korea), Malaysia and Taiwan.

2.1 Recommendation

Customs and Border Protection recommends that the Chief Executive Mcer (CEO)
of Customs and Border Protection decide not to reject the applucatlan T L

If the CEO accepts this recommendation, to give effect to that dggl%aon the CEO
must publish the attached notice at Appendix A indicating. that @us ams and Border
Protection will inquire into whether the grounds exist t0‘ publlsh%a dumplng duty
notice. :

2.2 Application of law to facts

The International Trade Remedigs Bra dﬂ) is responsnble for preparing a report for

,,,,,,

the CEQO examining an appllqﬁi’oﬁ for a dumping duty notice.

In this report, the following. matgers ar¢ to be considered in relation to the application:

2, % ‘?99 rol@;;of the CEO of Customs and Border Protection

V,w

“’?g@e @fnsmn empowers the CEQ, after having regard to the International Trade
Rdwdles Branch report, to reject or not reject an application for the publication of a
‘dumptng duty notice.

If the CEO decides not to reject the application, the CEO must give public notice of
the decision providing details of the investigation.

1 All references in this report to sections of legislation, unless otherwise specified, are to the Customs
Act 1901.
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2.2.3 Findings and conclusions

Customs and Border Protection has examined the application and is satisfied that:

. the application complies with the requirements of subsection 269TB(4) (the
reasons for being satisfied are set out in section 4 of this report);
. there is an Australian industry in respect of like goods (as set out in section 5
‘ of this report); and
. there appear to be reasonable grounds for the publication of a dumping duty

notice in respect of the goods the subject of the application (as set’ aut in
sections 6 and 7 of this report). .
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3 BACKGROUND

3.1 Application

On 10 May 2012, BlueScope lodged an application requesting that the Minister for
Home Affairs (the Minister) publish a dumping duty notice in respect of HRC exported
to Australia from Japan, Korea, Malaysia and Taiwan. On 28 May 2012, BlueScope
provided additional information.

BlueScope alleges that the Australian industry has suffered material m;ufy caused by
HRC exported to Australia from Japan, Korea, Malaysia and Taiwan at dumg.\ed
prices. The applicant claims that material injury commenced dunng 20?0!1 1. ana that
the industry has suffered injury in the form of:

price depression;

price suppression;

reduced profits;

reduced profitability;

reduced revenues;

reduced employment;

reduced wages expense; and
reduced return on investment ...

w
N

Consideration of the app E

Under subsection 269TC(1),.the” CEO miist examine the application and within
20 days of lodgement demd& whether or not to reject the application. Following the
provision of new informatign an 28 I\an 2012, this decision must be made no later

e

than 17 June 2012

Subsection 269

§ §peciﬁg§s‘zihat the CEO shall reject the application if he/she is
not satisfi edt .

gtion eomplies with subsection 268TB(4); or
“ig'likely to be established, an Australian industry in respect of like

id

; ear to be reasonable grounds for the publication of a dumping duty
notice in respect of the goods the subject of the application.

The ”’éhave matters are examined in the following sections of this report.
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4 COMPLIANCE WITH SUBSECTION 269TB(4)

Customs and Border Protection is satisfied that the application complies with
subsection 269TB(4).

41 Legislative framework

Subsection 269TB(4) requures that the application must be in writing, be in an

industry.

4.2 Customs and Border Protection assessment

4.21 Approved form

form requires (as discussed in the following sectlons) and f§ algﬂed in the manner
indicated in the form. ,

The appllcant submitted conf dential and publlc racoﬁét Wrsmns of the application
Customs and Border Protectlon

for m[e than '50% of the total production or manufacture of like
that p g&gn of the Australian industry that has expressed either
e pdsition to, the application; and

r nof'less than 25% of the total production or manufacture of like

oods@A%aha

»Imffs é@plww BlueScope identified itself as the sole producer of HRC in Australia.
'%e@g on the evidence provided, Customs and Border Protection considers the
tlon is supported by a sufficient part of the Australian industry.

4.2.3 Concluslon — compliance with subsection 269TB(4)

Based on the information submitted by the applicant, Customs and Border Protection
considers that the application complies with subsection 269TB(4).
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5 IS THERE AN AUSTRALIAN INDUSTRY IN RESPECT OF

LIKE GOODS?

Customs and Border Protection is satisfied that there is an Australian industry in
respect of like goods.

5.1 Legislative framework

Subsection 269TC(1) requires that the CEQ must reject an application for.-a dumping
duty notice if, inter alia, he is not satisfied that there is, or is likely to be estabhshed
an Australian industry in respect of like goods. o

5.2 The goods the subject of the application

The goods the subject of the application are described as: i

Hot rolled coil (including in sheet form), a flat rolléd produé:t of iron or non-
alloy steel, not clad, plated or coated (other (ﬁan oil eoated}

Goods excluded from this application: are. -hot rolied products that have
patterns in relief (known as checker plate) and platv ‘products.

Rolled Coil steel products that cover: the range ef HRC products via specific grade
designations, including the recommended or guaranteed properties of each of these
product grades. i e

In |ts appllcatlon BIueSche ﬁoted that HRC i |s supplled in a range of thickness, all of

<<<<<

thickness of the gogl Men cut Will determine whether the product is classﬂ’ ed as hot
rolled sheet MI f&h Withln the descnptlon of the goods covered by the

Bamf“ﬂ ts rese:
@éhmnryww’i that plate is 3/1 6th of an |nch (4.75mm) thick or more whilst sheet is
Fthis thickness. Interested parties are invited to provide Customs and Border

Prof%@gon with further information on this matter should they agree or disagree.
5.2.1 Tariff classification

The tariff classifications and statistical class codes in Schedule 3 to the Customs
Tariff Act 1995 and relevant rates of duty for HRC are shown below.

2 Most plate products are manufactured directly from steel slabs, however, some plate is cut from
HRC. All plate products are excluded from the goods description.
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Tariff Statistical | Rate of duty | Rate of duty | Rate of duty | Rate of duty
Classification | class code | - Japan - Korea - Malaysia - Taiwan
7208.25.00 32 5% 0% 0% 0%
7208.26.00 33 5% 0% 0% 0%
7208.27.00 34 5% 0% 0% 0%
7208.36.00 35 5% 0% 0% 0%
7208.37.00 36 5% 0% % %)
7208.36.00 37 5% 0% % o
7208.39.00 38 5% 0% s wﬁ” 0%
7208.53.00 22 5% % %] 0%
7208.54.00 23 % k| 0% 0%
7208.90.00 30 % 59/ T 4% 5%
7211.14.00 40 5% | 0% 0%
7211.19.00 41 5% 0% 0%

classified under 7208.5f: 3
class code 41), however, the Wi classifications relate to hot roIIed products that
are not in coils and ’&gve a thliﬁess of 4.75mm or more, and therefore Customs and

: gese to be plate products at this time. BlueScope has
% ascriptions describe plate products.

inder conSIderatlon or that, although not alike in all respects to the goods
i onS|derat|on have characteristics closely resembling those of the goods

5.3. 1 Appllcant’s claims

BlueScope claims that the locally produced goods are like product to the imported
flat-rolled products of iron or steel, not clad, plated or coated, of varying widths and
thicknesses. The applicant confirmed that the locally produced goods have a product
thickness range of 1.5mm to 12.7mm and a width range up to 1830mm wide.

In relation to physical likeness, BlueScope states that the locally produced goods and
imported goods must comply with International and Australian Standards. BlueScope
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outlined that the manufacturing process, including the steel chemistry, processing
temperature, percentage thickness reduction and coiling temperature are all used to
produce the required mechanical properties for each product grade, as designated by
the International Standards. BlueScope further outlined:

Typically each International Standard has a range of steel grades nominated
as formable, commercial or structural grades. The formable/commercial
grades are those with mechanical properties suitable for general pressing
and forming, whereas the structural grades are those with guaranteed
minimum properties that structural engineers utilize in the des:gn affhmr f nal
product designs.

BlueScope provided the most common grades of HRC steel at A-3 ﬁfkih'a ab‘ﬁlicaﬁbn

BlueScope explained that Australian grades were interchangs ,“Ie with mtérnatlonal
grades. It provided a grade equivalent table which provides the Austfahan Standard
AS1594 with the equivalent Japanese Intemnational Standard JIS 3131 and JIS 3101,
outllnlng the mechanlcal and chemlcal propemes of eah It Qppears that the

Customs and Border Protection is therefore satisfi ed that there is a physical Ilkeness
between the imported and locally manufacturad good&

,,,,,

competes directly with imported HRG in &e kustréhan market. As the imported
goods comply with the equivalent Australian standards, outlined above in relation to
physical likeness, Customs and Border %tectlon is satisfied that the imported goods
can be used mterchangeablx, in:the Australian market with the locally produced
goods. ‘

o fmcatlons at which it manufactured HRC, Port Kembla Steel
\ Wales and Western Port in Victoria. The Western Port facility

pe descrlbes that the process of manufacture involves four key stages, being
haking, steelmaking, casting and hot rolling. BlueScope gave the following
description of the manufacturing process:

lron making

Iron is extracted from iron ore in a blast furnace by a process known as
reduction.

The raw materials - iron ore, coke and fluxes (Dolomite and Limestone) - are
fed into the top of the furnace by conveyor. Air, which is heated to about
1200°C, is blown into the furnace through nozzles that are spaced around the
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lower section of the furnace. The air causes the coke to burn, producing carbon
monoxide which creates the required chemical reaction. The iron ore (iron
oxide) is reduced to molten iron by removing the oxygen.

About every two hours a hole at the bottom of the furnace is opened and the
molten iron and slag is drained. The molten iron runs into torpedo ladles that
are on rail tracks. These ladles are then transported to the steelmaking area.

Steel making

The Basic Oxygen Steelmaking (BOS) process creates liquid stee! from molten
iron, scrap steel and alloying materials. :

1. The first step is charging the BOS vessel, this comprises one-f.'ffh filled w.'th
steel scrap to which molten iron is added until the vessel s fufl (arOund 280
fonnes per batch) :

2. The BOS vessel is then stood upright and a lance is kxwemd down into it.
The fance blows 99 per cent pure oxygen onto the steel and {ron causing the

content of the molten iron and helps remove unWanted ekments

3. Fluxes {burnt lime or dolomite) are then fed lato the vessel to form slag which
absorbs impurities of the steelmaking ﬁfbcess Near the end of the blowing
cycle, which takes about 20 minutes, a. temperatur‘e reading and samples are
taken. The samples are tested and:-a corrgﬂuter analys:s of the steel is done to
ensure the desired chemistry is aeh:eved

4. The BOS vessel is then tilted agasn and the steel is poured into a giant ladle.
This process is called tappltig the stesl. In the ladle furnace, the steel is further
refined by adding alloging materials which give the steel special properties
required by the cu &5 Somalimes argon or nitrogen gas is bubbled into the
ladle to make sure aﬂay& m:x correctly The liquid steel now contains the

5. The ﬁnatﬁéﬁ% ce
the sla%ﬁle f with

ritsoui& casting machines that mould the liquid steel into sol:d.'ﬂed blocks of
Stoel cah‘ed slabs. The liquid steel is continuously poured from the ladle into a
“pottomless’ mould at the same rate as continuous steel cast slabs are

éxtracted. This continuous cast slab is cut to desired lengths and the slabs are
then cooled to ambient temperature.

Hot Strip Rolling

The input feed slab runs continuously through five key processes fo convert the
slab to hot rolled colil.
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1. The first operation is reheating the siab in a furnace to obtain consistent thru
thickness temperature of around 1200 deg celsius.

2.The heated slab has scale removed and passed through a roughing mill

where the slab is reduced in thickness to around 40mm thick (from the 230mm .

thickness of the input slab). This is done via passing the slab 5 or 7 times
through a set of horizontal rolls, producing a long transfer bar.

3. The third operation is where the transfer bar is then further reduced in
thickness by passing through a set of five or six rolling mill stands to aohieve the
customers ordered thickness. :

4. The fourth operation of the hot strip rolling process is the c@ntrotled mohng of
the strip after it leaves the last rolling stand and prior to the sﬁ'lp bglng coled up.

5. The final fifth stage of the process in making hot strip coiffe the coiling up of
the long flat strip where it is wound up on a mandrel, banded aad has its identity
marked.

The Hot Strip Mill is both a shaping device and @ metallgrgibél tool. The steel is
not only made hot for ease of rofling to hghfer thicknesses but for metallurgical
reasons that have a major influence in dsf“ mag the prbducts properties.

surface. This oxide film is termed hgt—m.'ll ‘scale. Hot strip product can be
supplied without this oxide film / sgale by further processing the strip through
heated acid baths that remayes the Piat-m:h‘ scale. — a process called “Pickling”.
Pickled strip is general{pé supphed oiled to preserve this sutface finish (ie this is
noted as PO). -

BlueScope advised that tha prdcéss of manufacture up to the slab casting stage
occurs entirely at F’m Kembla ‘Steel Works. The slab is then transported within Port
Kembla Steel festern Point (until the closure of this plant in 2011) to
‘complete the.§ )

To substanﬁaj,e % r@é‘nufacturmg description, BlueScope's production flow diagram
was p@ylded.“

Mm‘

aﬁedign’!hg gﬁove description of the manufacturing process, Customs and Border
P tg@ion is satisfied that there is at least one substantial process of manufacture
peﬁﬁrmed in Australia and, therefore, that the goods may be taken to have been
produéed in Australia.

Accordingly, Customs and Border Protection is satisfied that there is an Australian
industry producing like goods to the imported goods. The remainder of this chapter
examines the Australian HRC market and provides an overview of the financial
information provided by the Australian industry.
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5.5 Australian market
5.5.1 Background

BlueScope states that HRC is marketed and sold directly to customers within three
key Australian market sectors, being the Pipe and Tube market, the Automotive
market and the General Manufacturing market. BlueScope provided the foliowing on
the typical end uses of HRC in each of the relevant market sectors:

{H Pipe and Tubing Market Sector 2
Structural tubing, precision tubing, square hollow sections (SHS), clrcular haﬂow
sections (CHS), water, oil and gas pipelines. e 4

(i) Automotive Market Sector
Vehicles, structural members and components.

(ﬂi) Manufacturlng Market Sector

agriculture, engineering, construction, mmmg on’ and g’as non-residential
construction, residential construction and transport. Some end uses within these

segments are agriculture plant, machinery.. and equipment, mining
consumables, electrical generation amngd trénsm.'ss:on equipment and plant, }
racking solutions, steel furniture, hau.sehold apphances hardware and tools, |
commercial and industrial constrtictto i ad‘ and rail equipment and plant. |

The imported HRC has the same end useg as the HRC produced by the Australian
industry. g

BlueScope states that it: §elm dlrectly to pipe and tube manufacturers, automotive
manufactures and to gema‘f mantfacturers within the agriculture, engineering
construction, mini oil ‘apnd gas, non-residential construction, residential
construction and tra&%ort mdu?tnes BiueScope also sells indirectly into the end use
markets via dl%%[’

BlueScope“g IaM' that both the Australian industry and importers of the GUC
compete ac ¢h market segment in the Australian market via the same
distributign ch&mels in order to sell product directly to larger Australian |
n@‘fuﬁcﬂi@w gompanies and to distributors that on-sell into these markets. |
ﬁjuesgbpe states that distributors and resellers may offer further services, including |

r product sizes, further processing and credit facilities.

Y

BIueSé’bpe states that the Australian market for HRC was adversely affected by a
reduction in demand in 2009/10 attributable to the global economic slowdown. The
market demand recovered in 2010/11 but not to pre-2009 levels.

application. These include seasonat fluctuations, such as wet versus dry construction
seasons in tropical climates and the seasonal demand for items such as hot water
storage; factors which contribute to overall market growth or decline, such as

|
|
BlueScope provides a list of factors that impact demand variability at section A4 of its
Australian manufacturing’s ability to compete with imported products, and global and
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domestic economic conditions; government regulations, such as rebates and carbon
credit policy; and short term pricing volatility.

5.5.2 Market size

BlueScope provided its estimate of the size of the Australian market for HRC at
Confidential Appendix A2 of the application and summarised indexed movements in
the market in section A4 of the application. The data was provided for the period
1 July 2007 to 31 March 2012 inclusive.

sourced export data for Japan, Korea, Malaysia and Taiwan frqm E%B Ltd,
European company involved in the publication of reports covering. the UK, European
and Global trade in steel and raw materials. import data for H% steel Qlass?ﬁed to
7208 and 7211 from the Australian Bureau of Statistics (ABS) was w available as it
is the subject of suppression orders.

in the following chart. This chart is consistent thh the markat size estimate provided
in the application. :

Market size

\——g——"""\.*._\__..___

Y 2008/09 2009/10 2010/11 2011/12

pICtS the downturn in demand described by the applicant in 2009/10 resulting

Aithe global economic slowdown. The chart also indicates that the market did not
recovér to 2008/09 levels subsequent to this. This is relevant to BlueScope's injury
claims, discussed further at subsection 7.2 below.

CON 188:HRC from Japan, Korea, Malaysia and Taiwan June 2012 . Page 13
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5.6 Australian industry information
5.6.1 General accounting/administration information

The applicant explained that its audited financial statements are consolidated into the
BlueScope Steel Limited annual report. The company operates on a financial year of
1 July to 30 June.

BlueScope provided details of general accounting and administration information.
5.6.2 Australian industry’'s sales and costs

BlueScope provided information including a summary of domestic sales volumes and
revenue as required in appendices A2, A3, A5 and A6 for the ﬁnanma? ‘years
2007/08, 2008/09, 2009/10, 2010/11 and the first three quarters. of 2@1’1/12

As required by appendix A4, BlueScope included a detallad ||st|ng af domestlc sales
of HRC for the period of 1 April 2011 to 31 March 2014.. BfugSoopg sells some HRC
through a related distributor, BlueScope Distributioh Pty Lid:: Customs and Border
Protection has examined selling prices and has found that the price to BlueScope
Distribution Pty Ltd is consistent with prices, 10 unrsiated gartles Therefore, these

sales are considered to be suitable for injury: analyﬁs pUFﬁﬁSSes

domestic sales. The information provided in .app endlx A6 included production and
sales volumes, manufacturing costs, seiﬂ}ig, distribution and administrative expenses
and sales volumes for the pengg 4 July 20@? to 31 March 2012.

Customs and Border Prote@on examined the detail in, and link between, these
appendices and have foumm%m to reconcue

5.6.3 Other econ@mlc factm

The applican g;ﬁppendlx A7 showing movements in assets, capital
investment, ré .development expenses, return on investment, capacity,
capacity uﬁg mployment, productivity, stocks, cash flow measures and

wagesy,

gd on the information in the application, Customs and Border Protection is
satisfied that there is an Australian industry producing like goods to the goods the
subject of the application and that the information contained in the application is
sufficient for the purposes of a preliminary analysis of the economic condition of the
industry from 1 April 2008 to 31 March 2012.
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6 REASONABLE GROUNDS - DUMPING

Customs and Border Protection is satisfied that HRC appears to have been exported
to Australia from Japan, Korea, Malaysia and Taiwan at dumped prices.

6.1 Legislative framework

Subsection 269TC(1) requires that the CEQO must reject an application for a dumping
duty notice if, inter alia, he is not satisfied that there appear to be reasonable grounds
for the publication of a dumping duty notice. Under section 269TG, one of the
matters that the relevant Minister must be satisfied of to publish a notice is that the
export price of goods that have been exported to Australia is less than the nq:mal
value of those goods. :

6.2 Source of exports
in part B-1.4.1 of the application, BlueScope identified pfoducers exporters and
importers of HRC from Japan, Malaysia, Taiwan and Korea. =

- Due to suppression orders on steel import |nfogmatiag from the Australian Bureau of
Statistics, BIueScope obtamed data regardi‘ﬁg m;’iﬁrts from ISSB, a European

the import volumes will be slightly dlifere due f& ﬁmmg difference. At the time the
application was submitted, BlueScope was tinable to get export data for Malaysia in
February and March 2012 and Talwan in March 2012

Using this data, BlueScope Qstlmated the volume of imports from Japan, Malaysia,
Taiwan and Korea separgtely and cdllectively for all other countries for 2008/09 to
2011/12 (using March to Aﬁul mﬁ The proportion of these imports in 2011/12 is
shown below:

Malaysia | Talwan Other Total
Countries | Imports
2.7% 42.9% 22.4% 100%

me of imports for Malaysia is below 3% from the data currently

@Qallag&e Blije! cope considers that the volume of imports from Malaysia would be
ab‘agge 3% of imports if the remaining months were included.

.....

To tést the accuracy of these estimates, Customs and Border Protection has

compared the information submitted in the application with its import database. The

database showed import volumes similar to those provided by ISSB. However,

Customs and Border Protection noted that some goods within these tariff |
classifications were not hot rolled coil but were other hot rolled products, such as flat

bars, or misclassified goods, such as cold rolled coil.

Customs and Border Protection found that the proportion of imports of hot rolled coil
(exctuding as far as possible items that were not the goods under consideration) was
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similar to the estimates provided by the industry. The proportion of imports from all
nominated sources was above 3%.

However, Customs and Border Protection notes that a more accurate assessment of
these import volumes will need to be conducted during an investigation into HRC
from these countries and territory.

6.3 Dumping from Japan

BlueScope presented monthly data for period January 2011 to March 2012 to
demonstrate that HRC had been exported from Japan at dumped prices. .

6.3.1 Export prices

BlueScope submitted monthly free-on-board (FOB) export prices. for HRC ea(pprted
from Japan, as reported by the data sourced from ISSB, converted from British
Pounds to Australian Dollars using its corporate monthly average rate of exchange

Customs and Border Protection has examined the Japanese export prlces provided
by BlueScope within its application and compared these to its import database. The
export prices provided by BlueScope do not differ sxgmﬁc:antly from the export prices
in the import database.

Neither the ISSB export data nor the data in Customs ‘and Border Protection’s import
database identified goods by finish. #

Customs and Border Protection therefore eonsiders the export prices submitted by
BlueScope for Japan to be reliable, re!evant* and sultable for establishing reasonable
grounds that dumping has occurred fortha purpﬁses of initiation of an investigation.

6.3.2 Normal Values
BlueScope submitted domesﬂc price informatlon for HRC sold in Japan sourced from

i
i

BlueScope, sf e normal values for Japan were free-into-store (FIS) prices

éég]
and therefo%v'i&‘g inglusive of domestic inland freight. As export prices at the FOB
level are also’ %clu“ﬁi’e of inland freight, BlueScope considers that no adjustment is

neg@gsaw

£ ‘, cal pricing data for Japan from Steel Business Briefing, a group that provides
mforﬁ%aﬂon on steel and found that it was consistent with the information provided by
BlueScope. However, this information indicated that the domestic prices shown were
free-on-truck (FOT).

Based on the information submitted in the application, Customs and Border
Protection considers that the amounts used by BlueScope to estimate domestic
selling prices in Japan appear to be reasonable. BlueScope has supported its
estimates with information that is reliable and reasonably available to it.
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Customs and Border Protection is also satisfied that, based on the information
submitted in the application, no adjustments to domestic selling prices are required.
Whilst it would be preferable to include an adjustment for domestic inland freight, the
inclusion of this adjustment would increase the normal value and therefore any
dumping margin found.

To calculate a weighted average normal value, Customs and Border Protection has
used the domestic selling prices over the period of April 2011 to March 2012 and
multiplied this by the declared monthly import volumes of HRC from Japan. Customs
and Border Protection has used the average monthly exchange rate to oonvert the
prices from Japanese Yen to Australian Dollars. :

6.3.3 Conclusion - dumping from Japan

BlueScope's application estimates dumping margins for HRC expgrted to- Australia
from Japan to be 5.11%.

Customs and Border Protection has calculated a dumplng margln that is similar to
that submitted by BlueScope. ;

Customs and Border Protection considers that the: apphcant has prowded sufficient
information to demonstrate that HRC from Japan has been exported to Australia at
dumped prices and that the dumping margin was not negligible.

Customs and Border Protection's analysus I8 Wfthih g_qwgg_nﬂaj_gnag_me_m_

6.4 Dumping from Korea

BlueScope presented monthly data for perlod January 2011 to March 2012 to
. demonstrate that HRC had bgén éxported from Korea at dumped prices.

6.4.1 Export prices

BlueScope submitted monfh;g fma-an board (FOB) export prices for HRC exported
from Korea, as repgrted by the data sourced from ISSB, converted from British
Pounds to Austrgl;an wlars Lgsmg its corporate monthly average rate of exchange.

Customs and: Eorq ;{"'Milon has examined the Korean export prices provided by
BlueScope:wi iy its égpllcatlon and compared these to its import database. The
weighted ave price in the import database was significantly lower than the

i
e

welght&g averagg pfice provided by BlueScope. This lower export price was driven
b A,‘W'ﬁ: in ogé month in which prices appear to have been incorrectly recorded.

nth ‘was therefore excluded from Customs and Border Protection’s analysis
dﬁ»mﬁ purpose of calculating an export price and the resulting export price was
snm’ifar to that provided by the applicant.

Neither the ISSB export data nor the data in Customs and Border Protection’s import
database identified goods by finish.

Customs and Border Protection considers the export prices submitted by BlueScope
for Korea to be relevant and suitable for establishing reasonable grounds that
dumping has occurred for the purposes of initiation of an investigation.
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6.4.2 Normal Values

BlueScope submitted domestic price information for HRC sold in Korea sourced from
a local independent steel based business. These prices were in Korean Won and
were converted to Australian Dollars using BlueScope's corporate monthly exchange
rate.

BlueScope stated that the normal value for Korea were ex-works (EXW) prices and
therefore were exclusive of domestic inland freight. As BlueScope does not have any
information regarding domestic freight costs in Korea, it considers that it is
reasonable not to include an adjustment for domestic freight, as to do so would only
increase the normal value and dumping margin.

Customs and Border Protection has access to verified infqrmatiqja relating to
domestic sales of HRC in Korea and considers that, based on .the information
submitted in the application, the amounts used by BlueScope to estimate domestic
selling prices in Korea appear to be reasonable. BlueScope has ‘supported its
estimates with information that is reliable and reasonably avallable té it.

Customs and Border Protection is alsc satisfied _mf_(hat based on the information
Whilst it would be preferable to include an ad}ustmgnt for.domestic inland freight, the
inclusion of this adjustment would mcreas& thﬁ normal value and therefore any
dumping margin found. o

To calculate a weighted average normal vaiu& Customs and Border Protection has
used the domestic selling priceg over the. period of April 2011 to March 2012 and
multiplied this by the declared manthly import volumes of HRC from Korea. Customs
and Border Protection has dsed the -average monthly exchange rate to convert the
prices from Korean Wan 6. Auatrallan Dollars.

6.4.3 Conclusion ~ dumplng trom Korea

Customs am
submltg.ed by %e

dﬁmgﬁﬂ prlces and that the dumping margin was not negligible.
Cusf&ms and Border Protection’s analysis is within confidential attachment 1.
6.5 Dumping from Taiwan

BlueScope presented monthly data for the period January 2011 to March 2012 to
demonstrate that HRC had been exported from Taiwan at dumped prices.
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6.5.1 Export prices

BlueScope submitted monthly free-on-board (FOB) export prices for HRC exported
from Taiwan, as reported by the data sourced from ISSB, converted from British
Pounds to Australian Dollars using its corporate monthly average rate of exchange.

Customs and Border Protection has examined the Taiwanese export prices provided
by BlueScope within its application and compared these to its import database. The
export prices in the import database were similar to the export prices provided by
BlueScope.

Neither the ISSB export data nor the data in Customs and Border Protection s import
database identified goods by finish.

Customs and Border Protection considers the export prices submlﬁed by BiueScope
for Taiwan to be reliable, relevant and suitable for establishing masonable grounds
that dumping has occurred for the purposes of initiation of an m\!@sﬂgqtlon

6.5.2 Normal Values

BlueScope submitted domestic price information for. HRC" sold in Talwan sourced
from a local independent steel based business. These pnces ‘were in New Taiwan
Dollars and were converted to Australian Dollars usmg BIueScopes corporate
monthly exchange rate. : L

BlueScope stated that the normal value for Taiwan was based on ex-works (EXW)
prices and therefore were exclusive of domestic inland freight. As BlueScope does
not have any information regarding domestic: fmsgh’t costs in Taiwan, it considers that
it is reasonable not to include an adjustment for domestic freight, as to do so would
only increase the normal valug and dumping margin.

Customs and Border Rrotéi:tlon has access to verified information relating to
domestic sales of HRC in-Talwan for a part of the investigation period. Whilst the
verified pnces were sugmﬁca‘h&ly lower than the prlces prowded by BlueScope for the

Aty

correspondlng m;'t ﬁﬁces gﬁd therefore demonstrated dumping.

Customs a@d tection considers that, based on the information submitted in
the appllcatlolgkt tounts used by BlueScope to estimate domestic selling prices
in Taiwgn appesr 8 be reasonable. BlueScope has supported |ts astimates with
m@Mtlﬁn thatJS reliable and reasonably available to it.

.....
uuuu

@#fis and Border Protection is also satisfied that, based on the information
b%;ted in the application, no adjustments to domestic selling prices are required.
Whilst'#t would be preferable to include an adjustment for domestic inland freight, the
inclusion of this adjustment would increase the normal value and therefore any
dumping margin. To calculate a weighted average normal value, Customs and
Border Protection has used the domestic selling prices over the period of April 2011
to March 2012 and multiplied this by the declared monthly import volumes of HRC
from Taiwan. Customs and Border Protection has used the average monthly
exchange rate to convert the prices from New Taiwan Dollars to Australian Dollars.
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6.5.3 Conclusion — dumping from Taiwan

BlueScope's application estimates dumping margins for HRC exported to Australia
from Taiwan at approximately 19.95%.

Customs and Border Protection has calculated a dumping margin that is similar to
that submitted by BlueScope. Customs and Border Protection also conducted a
dumping margin assessment for the period of time for which it had other evidence for
the normal value. This normal value information and the concurrent export prices
resulted in a similar dumping margin.

Customs and Border Protection considers that the applicant has provudad sufﬁclent
information to demonstrate that HRC from Taiwan has been exported to- Australia at
dumped prices and that the dumping margin was not negligible. ’

Customs and Border Protection’s analysis is within mmmmm_
6.6 Dumping from Malaysia

BlueScope presented monthly data for period Januaryi 2011 tb Apnl 2012 to
demonstrate that HRC had been exported from Malaysm at dum,pgd prices.

6.6.1 Export prices

BlueScope submitted monthly free-on-boargt (FOB) expmt pnces for HRC exported

Pounds to Australlan Dollars using its carpﬁtate monthly average rate of exchange. |

Customs and Border Protection has exanynad the Malaysian export prices provided
by BlueScope within |ts appllcatlon anng these to the data within its |mport |

provided by BlueScope.

Neither the ISSB export dﬁa mr the d‘ata in Customs and Border Protection’s import
database identified goods bﬁ! fin nfsh

vant and suitable for establishing reasonable grounds |
r the purposes of initiation of an investigation. |

BIueSé@ge submlttgﬁ that it was unable to obtain actual domestic selling prices for
ﬂl%@agldwwlthlryﬁ/lalaysm and therefore it has constructed a normal value.

coil and that cold rolled coil was made by further working HRC. Therefore,
BlueSeope constructed a normal value for HRC in Malaysia by deducting the costs
for cold rolling from the selling price of cold rolled coil.

In doing so, BlueScope:
¢ started with monthly cold rolled coil selling prices in Malaysia:

¢ deducted the cold rolling costs of its Westem Port factory, as it considered that
this plant is similar to the Megasteel facility in Malaysia; |
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o adjusted labour costs downwards and energy charges upwards, as it
considered that there are lower labour costs and higher energy charges in
Malaysia; and

o added an amount for selling, general and administrative (SG&A) expenses of
approximately 5%, due to the additional sales and market requirements of
HRC as opposed to cold rolled coil, based on published data for two HRC
producers in Korea and its own SG&A costs.

Customs and Border Protection’s assessment

Customs and Border Protection considers that, based on the information submitted in
the application, the amounts used by the BlueScope to estimate domestic selling
prices in Malaysia appear to be reasonable. The applicant has supﬁofted its.detalled
cost model with information that is reasonably available to it and; wherQ assuMptlons
have been made, has explained the basis for those assumptlons ey

BlueScope has provided evidence of cold rolled coil selllrg price iﬁ MalaySIa which
was consistent with the estimates provided. It also has provided the conversion cost
for cold rolled coil at its Western Port plant, as well as the calculations used to make
adjustments for gas and energy differences. To support its estimated SG&A costs,
BlueScope has provided the SG&A data from two manufactyrers in Korea, as well as
its own and used an average of the three as. the basis ofthe Malaysia SG&A rate.

Customs and Border Protectlon has angess to verlf ed |nformat|on relatlng to

Customs
that supm itteth:

% nd B&rder Protection considers that the applicant has provided sufficient
mﬁirmétlo 'to. d8monstrate that HRC from Malaysia has been exported to Australia at
ﬂt.gmggé prices and that the dumping margin was not negligible.

Cusib{:ns and Border Protection’s analysis is within gonfidential attachment 1.
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7 REASONABLE GROUNDS -~ MATERIAL INJURY
CAUSED BY DUMPED IMPORTS

Customs and Border Protection is satisfied that exports to Australia of HRC from
Japan, Korea, Malaysia and Taiwan at allegedly dumped prices appear to have
caused material injury to the Australian industry.

The following injury analysis is based on the financial information submitted by
BlueScope and import information from Customs and Border Protection's:import
database. In 2011 BlueScope shut down its Western Port plant and underwent a
restructure, which incurred significant costs. These costs have been rerﬂqved fﬁom
the charts and analysis in this section. 3

7.1 Legislative framework

Subsection 269TC(1) requires that the CEO must reject an appllcaﬁipn for a dumping
duty notice if, inter alia, he is not satisfied that there appear ta be redsonable grounds
for the publication of a dumping duty notice. Under section”289TG, one of the
matters that the relevant Minister must be sausﬁea of to publlsh a dumping duty
notice is that because of the dumping, material |njury ‘has been or is being caused or
is threatened to the Australian industry prodtmng like goods

7.2 Volume Effects

7.21 Sales volume

Movements in the applicants: ; aléé vgj;umesﬁare illustrated in the following chart.

Sales (tonnes)

\\7

2008/09 2009/10 2010/11 2011/12
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The data shows that BlueScope's sales volumes of HRC fell in 2009/10 (this was a
result of the global financial crisis), partially recovered in 2010/11 before falling again
in 2011/12.

7.2.2 Market share

Movements in the market share ére illustrated in the following chart.

Market share

H BlueScope
B Nominated sources

W Other countries

2008/09 2009/10 2010/11 2011/312

V Wn a company, for some reason, lowers its prices. Price
en price increases, which otherwise would have occurred,
#An indicator of price suppression may be the margin between

~~~~~~~
i .! X

n nfmﬁ;ﬁ!e applicant's unit revenues and costs are illustrated in the following

( :# shows that the margin between the unit costs and the unit selling price has
debt%gsed and in 2011/12 costs exceeded the selling price.
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Price Effects

2007/08 2008/09 2009/10 2010/11 2011/12

—4— CTMS {S/tonne} —i-- Sales revenue ($/tonne)

7.4 Profit effects

Movements in the applicant’s profits and pmﬂ_;gbilﬁy_ are ili'_égstrated in the following
chart. e

Net gain ornlos“s ()

|
|
|
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Profitability

AN

Profitability

I T L] 1
2008/09 2009/10 2010/11 \@.1[12

~

BlueScope has had reduced profits and profitability smm 200&09 in 2011/12,
BlueScope's domestic sales of HRC were unproﬁtame

7.5 Other injury factors

Border Protection cannot draw any concly |ons“from the A7 data at thls point in time.
The A7 data will be subject to ﬁﬁher mves?ﬂgatlon at a verification visit to BlueScope.

7.6

As outlined abg %g @a |mports from the countries and territory subject to the
ipbreased over the penod of analysis, whilst imports from other

i first commenced in 2010/11.

Bluegéfepe notes that in 2009/10, the Australian market for HRC contracted due to
the global financial crisis. In 2010/11, the market started to recover but BlueScope
faced increasing competition from imports. In 2011/12 BlueScope argues that to
protect its market share from dumped imports, it lowered its prices.

BlueScope claims that its objective has been to maintain sales volumes to hold
market share where possible. To do so, it has sought to meet import parity offers of
competitive HRC imports from the nominated countries and territory. BlueScope
provided evidence of negotiations for HRC supply with customers where BlueScope
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reduced its prices in response to competitive offers of imported HRC at Confidential
Attachment A-9.2.2.

BlueScope also provided evidence at Confidential Attachment A-9.2.3 of price
depressmn in the distributor segment of the Australian market, whereby the selling
price was lowered to meet competitive offers through the provision of discounts.

BlueScope argues that these price reductions have result in price depression and
price suppression, impacting profit and profitability. BlueScope experienced losses
on domestic HRC sales in 2011/12, having deteriorated from a s&gnlf cant prof it in
2010/11.

BlueScope also argues price depression and suppression has aecurfed as it has
been unable to increase its prices in line with increasing costs. B]ue?ﬁbpe prbwded

mformatlon that the cost to make and sell has increased from 2910!@5 “to 2011/12 by

ability to re-invest in domestic HRC production. :;Thls has forced reductions in
employment of personnel involved in HRC praduction: in 2911/12 BlueScope claims
that the negative return of the capital- mteﬁswe investment of BlueScope’'s HRC
operatlons that result from the allegeg. d mplng of |mported goods from the

production.

7.6.3 Injury caused by factqg,_&-.gther than dumping

The applicant accepts that: the global downturn experienced in 2009/10 has
contributed to the loss of sgleayolupm While the market subsequently increased, it
has not yet grown back to “the sfz6 it was in 2008/09. However, BlueScope argues
that this reduction in_market '$ize has not impacted all suppliers equally but that
imports from the: nom;nath* sources have actually increased since 2008/09.
Furthermore,.ft’ argm thﬁwiven the smaller market size it is more susceptible to the

effects of dwnp?ng -

BlueScope aIs .notes that it incurred significant costs in the shutdown of its export
busmes ‘@and the restructure of its import business, however, as mentioned above,
these g@stéh&v% been excluded from the profit and cost analysis.

\;_Companson of export prices and estimated non-injurious prices

As an additional test of the causal link between the alleged dumping and injury,
Customs and Border Protection compared the estimated weighted average export
price from each of the countries and territory in 2011/12 with a conservative non-
injurious price based on BlueScope's costs to make and sell in 2011/12 with a zero
profit margin.

The comparison showed that export prices were below the non-injurious price, a
further indication of the dumping causing injury to the Australian manufacturers.
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7.6.5 Customs and Border Protection’s assessment

Based on information provided in the application and information from Customs and
Border Protection’s import database, the Australian industry’s share of the Australian
market has remained stable since 2008/09. Whilst sales volumes have fluctuated in
part due to the global economic crisis in 2009/10, this has not impacted industry's
overall share in the Australian market during the relevant period.

However, the application contains probative evidence that the prices offered for the
imported goods from the nominate countries and territory have undercut the
applicant's prices of the locally manufactured goods. Furthermore, correspondence
from customers shows that the price of imports is used in price negotiations with the
Australian industry. In order to maintain market share, BlueScope has necessarily
reduced its prices to remain competitive in the Australian market.

This has inhibited BlueScope’s ability to raise prices in line with the Increase in the
cost to make and sell the locally manufactured product. Both this: ‘price depression
and price suppression has adversely impacted BlugScope's proﬂt and profitability.
This is confirmed by Customs and Border Protection's assessment of profit and
profitability at 7.4 above. This indicates that, whilst B&ueScopQ has maintained market
share, the profitability of its sales of HRC have been declmihg since 2008/09 and in
2011/12 were unprofitable.

The apparent price undercutting and pnce supﬁreasfon indicates that the allegedly
dumped imports from the nominated - .coufttries_and territory caused injury to the
Australian industry. The estimated produgt dumplng margin for imports from Japan,
Korea, Malaysia and Taiwan during 201 1712 is considered material. On the available
information, the injury causecﬁ by the dumplng appears to be material.

7.7  Conclusion on mm;ag fnjury caused by dumped |mports

Customs and Border: frotectlon is satisfied that, based on the information submitted
in the appllcatlm @;;e mltcgm has demonstrated that:

suffered injury; and

“there ap@ea? to be reasonable grounds for concluding that the dumping of
rted to Austraiia from Japan, Korea, Malaysia and Taiwan has
auéw ‘aterial i injury to the Australian industry producing like goods.

CON 188:HRC from Japan, Korea, Malaysia and Taiwan June 2012 Page 27

L



PUBLIC RECORD

8 CONCLUSION

Customs and Border Protection has examined the application and is satisfied that:

the application complies with s. 269TB(4); and
there is an Australian industry in respect of like goods; and

o there appear to be reasonable grounds for the publication of a dumping duty
notice in respect of the goods the subject of the application exported from
Japan, Korea, Malaysia and Taiwan.

Accordingly, Customs and Border Protection recommends that the CEQ decide not
to reject the application for the publication of dumping duty notlcea urfder
s. 269TC(1).

For the purposes of the investigation:

. the investigation period to determine whether dumpmg has; occurred will be
from 1 April 2011 to 31 March 2012; and
. Customs and Border Protection will examme the Australlan market and the

economic condition of the mdustry from 1 Apnl 2808 for the purposes of
injury analysis. _
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9 APPENDIX A

Customs Act 1901 — Part XVB
Hot Rolled Coil Steel
exported from Japan, the Republic of Korea, Malaysia and Talwan
Initiation of an investigation into alleged dumping
Notice under s. 269TC

The Chlef Executive Officer (CEQ) of the Australian Customs and Border Protection Service (Customs and Border Protection)
has Initiated an investigation into alleged dumping of hot rolled coil steel (HRC) from Japan, the Republic of Korea (Karea),
Malaysia and Taiwan following an application lodged on behalf of BlueScope Steel Limited and BIueScope Sted (ATSYPLy. Ltd.
(BlueScope). The investigation will commence on 15 June 2012. f.‘

The goods the subject of the application are desctibed as:

Hot rofled coif (including In sheet form), a flat rolled product of iron or non-alloy steel, not chd, pbkd or ooated
(other than oll coated). ) 1

Goods excluded from this application are hot rolled products that have patterns fn refiof fjmown as checker plate)
and plate products.

HRGC may be classified under sub-heading 7208.25.00 (statistical code 32), 7208.26.00 (uatistlcal codo 33) 7208.27.00
(statistical code 34), 7208.36.00 (statistical code 35), 7208.37.00 (statistical code 38), 720& 38.00 (st#tlcal code 37),
7208.39.00 (statistical code 38), 7208.53.00 (statistical code 42), 7208.54.00 {sististiéai cods: 43, 7208.90.00 (statlstical code
30), 7211.14.00 (sliatistical code 40) and 7211.19.00 (statistical code 41), in Sghedule 3 to the Customs Tariff Act 1985. The
general rate of duty for these tariff classifications for Japan is 5%. The general’rate of duty fer Korea, Malaysia and Talwan is
free with the exception of 7208.90.00, which Is 5% for Korea and Taiwasand 4%for Malaysia.

The application alleges that the goods have been exported to Austrﬁla at priggs o8t Mﬁhell‘ normal value and that the
dumping has caused material injury to the Australlan industry through pﬂcadepression price suppression, reduced revenues,
reduced employment, and reduced return on investment. i

The CEQ specifies that goods exported to Australia duriaﬁihe perlad 1 AM&@“H to 31 March 2012 will be examined to
determine whether dumping has occurred. The Australiar rkgg will be. g;.amined from 1 April 2008 for injury analysis
purposes,

The date of initiation of this investigation is the:déteiof publication of this notice.

Interested parties, as defined by subsectlori""’v 9T(1) of thﬁ Customs Act 1901 {the Act), are invited to lodge submissions
concerning the publication of the dumﬁpg duty notice sougiht in the application, no later than the close of business an
25 July 2012, addressed to: T e

Director Operationsi ]
international Trade Rés dies Branch '
and Hogder Protection Service

. g Notlce (ACDN) No. 2012/30, contalning impartant procedural detalls, and Consideration Report
au. Both documents should be read in conjunction with this notice. These

Enquirles éoncernlng this notice may be diracted to the case manager on telephone number (02) 6245 5453, fax
number (02) 6275 6990 or emall jfrops1@customs . gov.ay.

Kim Farrant
Delegate of the Chief Executive Officer
14 June 2012
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