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ABBREVIATIONS

$ Australian dollars
the Act Customs Act 1901
ADN Anti-Dumping Notice

the applicant, or OneSteel

OneSteel Manufacturing Pty Ltd (subject to a Deed of
Company Arrangement)

Arrium Arrium Limited (subject to a Deed of Company
Arrangement)

CFR Cost and Freight

COGS cost of goods sold

the Commission Anti-Dumping Commission

CON 416 Consideration Report 416

CTMS cost to make and sell

EAF electric arc furnace

EBIT earnings before interest and tax

EXW ex-works

FIS Free In Store

FOB Free On Board

FY financial year

GAAP generally accepted accounting principles

the goods the goods the subject of the application (also referred to
as the goods under consideration)

Indonesia the Republic of Indonesia

IPP import parity price

Korea the Republic of Korea

mm millimetres

NIP non-injurious price

PAD preliminary affirmative determination

the Parliamentary Assistant Minister for Industry, Innovation and Science

Secretary and the Parliamentary Secretary to the Minister for
Industry, Innovation and Science

RIC rod in coils

SEF statement of essential facts

the subject countries

collectively, Indonesia, Korea and Vietnam
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USP unsuppressed selling price

Vietnam the Socialist Republic of Vietnam
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1 BACKGROUND AND PURPOSE

1.1 Background

On 12 May 2017 OneSteel Manufacturing Pty Ltd (subject to a Deed of Company
Arrangement) (OneSteel, or the Applicant) lodged a request for an investigation into the
alleged dumping of steel rod in coils (RIC) exported from the Republic of Indonesia
(Indonesia), the Republic of Korea (Korea) and the Socialist Republic of Vietnam
(Vietnam) (collectively, the subject countries).

On 7 June 2017 the Commissioner of the Anti-Dumping Commission published a notice
announcing the initiation of an investigation into the alleged dumping of RIC from the
subject countries. The information is contained in Anti-Dumping Notice (ADN) No.
2017/79. This ADN is available on the internet at www.adcommission.gov.au.

Full details regarding the background of the case can be found on the public record for
this investigation, which includes a copy of Consideration Report 416 (CON 416).

1.2 Purpose of visit
The purpose of the visit was to:

e obtain general information about the Australian market for RIC;

e gain a greater understanding of the company’s manufacturing, marketing and
distribution processes;

e verify information provided in the application;

e obtain additional financial data about claimed injury to the Australian industry; and

e gather information relevant to assessing whether the allegedly dumped imports
had caused material injury to the Australian industry.

1.3 Meeting details

Company OneSteel
Dates of visit 19-21 June 2017

The following were present at various stages of the meetings.

Trade Measures

Trade Measures

Trade Measures

Market Manager - Steel in Concrete

Sales Manager — Steel in Concrete

Senior Commercial Analyst

Commercial Manager - R&B, Steel Manufacturing

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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s Commercial Analyst, Laverton Steel Mill
I Superintendent Maintenance, Steel Manufacturing
I Technical and Lean Superintendent, Steel Manufacturing
] General Manager Rod Bar, Laverton Steel Mill

Patrick Quiggin Assistant Director, Anti-Dumping Commission

Michele Ouzman Assistant Director, Anti-Dumping Commission

Steven Spears Assistant Director, Anti-Dumping Commission

1.4 Investigation process and timeframes

We advised the company of the investigation process and timeframes as follows.

The investigation period is 1 April 2016 to 31 March 2017.

The injury analysis period is from 1 January 2013 for the purpose of analysing the
condition of the Australian industry.

A preliminary affirmative determination (PAD) may be made no earlier than day 60
of the investigation (7 August 2017) and provisional measures may be imposed at
the time of the PAD or at any time after the PAD has been made.

The Anti-Dumping Commission (Commission) will not make a PAD until (and if) it
becomes satisfied that there appears to be, or that it appears there will be,
sufficient grounds for the publication of a dumping duty notice and/or a
countervailing duty notice. This was distinguished from the ‘reasonable grounds’
threshold for initiation of the investigation.1

The statement of essential facts (SEF) for the investigation is due to be placed on
the public record by 25 September 2017, or such later date as the Assistant
Minister for Industry, Innovation and Science and the Parliamentary Secretary to
the Minister for Industry, Innovation and Science (the Parliamentary Secretary)?
allows under section 269ZHI of the Customs Act 1901 (the Act).

The SEF will set out the material findings of fact on which the Commission intends
to base its recommendations to the Parliamentary Secretary, and will invite
interested parties to respond, within 20 days, to the issues raised therein.
Following receipt and consideration of submissions made in response to the SEF,
the Commission will provide its final report and recommendations to the
Parliamentary Secretary.

This final report is due no later than 9 November 2017, unless an extension to the
SEF is approved by the Parliamentary Secretary.

1 A Day 60 Status Report in respect of this investigation was published on the Commission website on

7 August 2017.

2.0n 19 July 2016, the Prime Minister appointed the Parliamentary Secretary to the Minister for Industry,
Innovation and Science as the Assistant Minister for Industry, Innovation and Science. For the purposes of
this investigation the Minister is the Parliamentary Secretary to the Minister for Industry, Innovation and
Science.
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1.5 Visit report

We explained to the company that we would prepare a report of our visit (this report) and
provide it to the company to review its factual accuracy, and to identify those parts of the
report it considers to be confidential.

We explained that, in consultation with the company, we would prepare a non-confidential
version of the report, and place this on the investigation’s Public Record.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel



PUBLIC RECORD

2 THE GOODS

2.1 Description
The goods the subject of the application (the goods) are:

Hot rolled rods in coils of steel, whether or not containing alloys, that have
maximum cross sections that are less than 14 mm.

The goods covered by this application include all steel rods meeting the above description
of the goods regardless of the particular grade or alloy content.

Goods excluded from this application include hot-rolled deformed steel reinforcing bar in
coil form, commonly identified as rebar or debar, and stainless steel in coils.

Also known as “wire rod” or “rod for mesh”, the goods are sold into the Australian market
typically in a range of diameters from 5.5 millimetres (mm) to 18.5 mm. Whilst rod is
typically circular in cross section, it can also be supplied in a range of non-circular
shapes. This application only includes RIC with a cross section of less than 14 mm and
excludes products 14 mm and above.

The RIC that are the subject of this application are sold in a range of grades that include
low, medium and high carbon grades, whether or not containing alloys.

2.2 Tariff classification

The goods are classified to the following tariff subheadings in Schedule 3 to the Customs
Tariff Act 1995:

e 7213.91.00 statistical code 44
e 7227.90.90 statistical codes 02, 42

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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3 THE AUSTRALIAN INDUSTRY

3.1 Corporate, organisational and ownership structure

OneSteel is a wholly owned subsidiary of Arrium Limited (subject to a Deed of Company
Arrangement) (Arrium), formerly OneSteel Limited.

Arrium is an international mining and materials company listed on the Australian
Securities Exchange. The company is structured around two key businesses segments:

e Arrium Mining: an exporter of hematite iron ore, also supplying iron ore feed to
OneSteel's integrated steelworks at Whyalla; and

e Arrium Steel: comprises steel manufacturing, recycling, and processing and steel
distribution businesses.

OneSteel is part of the Arrium Steel business. OneSteel produces a wide range of
finished long products including alloy round bar, reinforcing or deformed bar (rebar), hot
rolled structural steel sections, merchant bar, rail and wire products.

The production process for rod in coil made by OneSteel is via multiple steps and multiple
sites:

e the production of steel billet at its steelworks in Whyalla, and steel making facilities
in Laverton North and Rooty Hill; and

¢ the rolling of steel billet into rod at manufacturing plants in Newcastle and
Laverton.

OneSteel provided a detailed diagram of associated companies in its confidential
application. At the visit OneSteel provided a presentation of the integrated supply,
production, processing and distribution chain for RIC.

3.2 Relationship with suppliers and customers

OneSteel manufactures RIC from two sources of billet — billet cast from Blast
Furnace/Basic Oxygen Furnace steelmaking and billet cast from Electric Arc Furnace
(EAF) steelmaking. These two sources of billet are produced either at the Arrium
steelworks at Whyalla, or from scrap metal purchased from a number of sources including
OneSteel Recycling which OneSteel converts to billet at its EAF in Laverton North and
Rooty Hill. All these entities are related parties within the Arrium group.

OneSteel sells RIC to a number of entities, both related and unrelated. Pricing for related
parties is set in relation to prices for unrelated parties. OneSteel typically supplies

each customer’s purchases of RIC, with some customers purchasing
requirements from OneSteel. [customer supply relationships]

3.3 Manufacturing facilities and product range

3.3.1 Manufacturing facilities
OneSteel has the following manufacturing facilities used in the production of RIC:

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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Whyalla Blast Furnace and BOF
Sydney EAF

Laverton EAF and rolling mill
Newcastle rolling mill

3.3.2 Range

OneSteel make RIC from 5.5 mm to 13.5 mm in 0.5 mm increments. The chemical
composition of the rods is in line with Australian standards.

3.4 Like goods

Like goods are defined by section 269T as:

goods that are identical in all respects to the goods under consideration or that,
although not alike in all respects to the goods under consideration, have
characteristics closely resembling those of the goods under consideration.

OneSteel stated in its application that it considers that the imported RIC possesses the
same essential characteristics as locally produced RIC for the following reasons.

i Physical likeness:

OneSteel’s locally produced RIC and the imported goods are manufactured to the
requirements of the relevant Australian and International standards, and are alike
in physical appearance. The imported and locally produced RIC are manufactured
in a similar range of grades and diameters.

il Commercial likeness:

OneSteel's locally produced RIC competes directly with imported RIC in the
Australian market.

iii. Functional likeness

Both the locally produced and imported RIC have comparable or identical end-
uses.

iv Production likeness

The RIC manufactured by OneSteel is manufactured in a similar manner and via
similar manufacturing processes to the imported goods.

From information submitted in the application, gathered during the visit to OneSteel and
responses from exporters and importers and previous investigations concerning the same
product, the visit team observed that locally produced RIC and imported RIC:

are alike in physical appearance;

compete directly with each other in the Australian market;
have comparable or identical end-uses; and

are manufactured in a similar manner.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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The visit team is satisfied that the Australian industry produces like goods to the goods
the subject of the application, as defined in section 269(T) of the Act. The issue of like
goods will continue to be assessed throughout the investigation.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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4 AUSTRALIAN MARKET

OneSteel submitted that the Australian market is supplied by itself and imports from a
range of countries, predominantly the subject countries during the investigation period.
OneSteel also submitted that RIC is a commodity product and that end users can quickly
change their source of supply between exporters and countries.

OneSteel explained that RIC is sold nationally with the majority of sales in the eastern
states of Queensland, New South Wales and Victoria and that all sales are direct to end-
users. OneSteel said that there are no sales to distributors of RIC in the market. End
users will purchase rod from either OneSteel, an importer or import the product
themselves.

4.1 Market segmentation and end use

OneSteel explained that the key market segments for RIC are commercial and residential
construction, wire, mining and resource construction, and, to a lesser degree, engineering
fabrication and springs.

In its application OneSteel stated that RIC less than 14 mm is a semi-finished
intermediate feed material that is largely utilised by the wire manufacturing industry. Wire
manufacturers subject the RIC product to cold drawing processes which produces wire for
use in a variety of applications which include:

concrete reinforcing mesh manufacturing (steel in concrete);
wire manufacturing (wire rope, springs, nails, fencing);

mine mesh manufacturing;

general manufacturing; and

reinforcing ligatures.

RIC for the mesh market and general purpose wire is the dominant market sector
comprising approximately. per cent of OneSteel’s sales. Products in this sector are of a
low carbon grade. OneSteel advised that products in this sector are generally priced at
the same price per tonne regardless of the diameter size, with some variances for very
large sizes or speciality orders.

The other market sectors include bedding and auto springs, rural and manufacturers’
wires, rope and strand products and special purpose wire. OneSteel advised that
products in these sectors vary in pricing due to some steel grades requiring expensive
alloy addition, but generally products of the same steel grade would have the same prices
(on a per tonne basis) regardless of diameter size.

The information provided by OneSteel shows that there is a range of grades of steel used
to manufacture RIC for the various market sectors, and that factors such as carbon
content and / or alloy content may not necessarily determine the sector or end use for that
product.

The visit team notes, for example, that low carbon content RIC may have alloys added or
a separate process used, to produce a special purpose RIC distinct from what would be

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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typically used in the mesh and wire sector. OneSteel also advised that most specialist
grades, including spring grades, require a steel billet with lower levels of residual
elements that is best produced through a blast furnace and basic oxygen furnace
process, rather than an EAF process where higher residual element levels are likely due
to the scrap input.

The visit team considers at this stage of the investigation that, whilst there are separate
market sectors for RIC, it is not practicable to reliably separate those sectors by steel
grade and content.

4.2 Demand variability

OneSteel said that demand variability is driven by the market for mesh wire which
comprises four major segments:

Residential — the housing market where the mesh is used in concrete slabs;
Non-residential — such as warehouses, office buildings;

Mines - used to line tunnels in the mines; and

Engineering — bridges and roads.

OneSteel explained that the residential market is the main driver of demand for mesh
wire. OneSteel said that there is typically some seasonal fluctuation at the end of the year
as the construction industry closes for the Christmas holiday period.

4.3 Market size

In its application OneSteel estimated the size of the Australian market using Australian
Bureau of Statistics import data, data from an independent recognised international
supplier of trade statistics and sales to external customers.

The visit team examined the Australian Border Force import database to determine if
OneSteel’'s estimates were reasonable, and considered that the information submitted by
OneSteel is reliable, relevant and suitable for estimating the size of the Australian market
for RIC.

OneSteel’'s sales data was verified in the visit, including all sales of RIC including those
which are not the goods.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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5 SALES

5.1 Pricing

OneSteel stated that it has maintained a database that contains
market intelligence. OneSteel meets with
to inform its market intelligence. The data collected by OneSteel

OneSteel prices its goods on the basis of an import parity price (IPP), with an additional

premium.

OneSteel views itself as a price
taker. The evidence of a price premium demonstrates that it is able to charge above the
comparable price of imported goods.

5.2 Sales to related parties

OneSteel supplies RIC to three related downstream processing businesses, which are
separate legal entities. OneSteel stated that due to its related and unrelated customers
competing in the downstream processed market, prices are necessarily determined in the
same manner regardless of any relationship.

[related customer price negotiations]

An analysis of the sales process confirmed that sales orders placed by the related
downstream processing businesses are completed in the same manner as for unrelated
customers, their net price is similar to that of an unrelated customer and they are subject
to the same delivery terms and costs as unrelated customers. Payment terms are also the
same for related and unrelated customers and are accounted for as revenue in the sales
management system. OneSteel’s sales to related parties are priced such that, when
compared with sales to unrelated customers, the visit team is of the view that these are
arms length transactions.

As part of the downwards verification, the verification team analysed sales to the related
retail businesses and verified that the invoice prices listed in the A-4 sales listing matched
those prices on the commercial invoice produced from OneSteel’'s sales management
system. The verification team is satisfied that the sales transactions between OneSteel
and its related retail businesses reflect actual prices paid and constitute a transfer of
property.

Details of this verification process are contained in the verification work program, and its
relevant attachments, at Confidential Attachment 1.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
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5.3 Verification of sales data to audited financial statements

The verification team verified the completeness, relevance and accuracy of OneSteel’s
A-4 sales spreadsheet by reconciling it to audited financial accounts in accordance with
ADN No. 2016/30.

The verification team found one exception, with a variance of 0.5%,when reconciling the
A-4 sales spreadsheet to audited financial statements (see section 5.3.1 below). Details
of this verification process are contained in the verification work program, and its relevant
attachments, at Confidential Attachment 1.

5.3.1 Exception —incorrect goods

The verification team identified a group of sales of one particular product that had been
incorrectly included in OneSteel's A-4 sales listing. OneSteel stated that these sales
related to wire products that are used in the packing process of RIC. OneSteel removed
these sales from the A-4 listing and provided the verification team with a revised A-4
sales listing.

5.4 Verification of sales data to source documents

The verification team verified the accuracy of OneSteel's A-4 sales spreadsheet by
reconciling it to source documents in accordance with ADN No. 2016/30.
5.4.1 Net sales price determination

OneSteel stated that all customers have the choice of the mechanism to achieve the
monthly negotiated price.

[final net price determination]

The verification team verified the pricing process described by OneSteel down to source
documents as part of the sales verification process. Details of this verification process are
contained in the verification work program, and its relevant attachments, at Confidential
Attachment 1.

5.5 Completeness, relevance and accuracy of sales data - conclusion
The verification team is satisfied that OneSteel’s A-4 sales listing is complete, relevant
and accurate.

Details of this verification process are contained in the verification work program, and its
relevant attachments, at Confidential Attachment 1.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
16



PUBLIC RECORD

6 COST TO MAKE AND SELL

6.1 Verification of cost to make and sell data to audited financial
statements

The visit term verified the completeness and relevance of OneSteel’s costs spreadsheet
by reconciling it to audited financial accounts in accordance with ADN No. 2016/30.

The verification team noted that the costs spreadsheet provided by OneSteel in the
application did not contain cost to make and sell (CTMS) data for the final quarter of the
investigation period. This was because the Commission selected an alternative
investigation period at the time of initiation of the investigation to that proposed by
OneSteel in its application.? The additional quarter of data was provided upon request at
the verification visit.

The verification team found one exception resulting in a 0.3% variance across 15 months
(see Section 6.1.1 below). Details of this verification process are contained in the
verification work program, and its relevant attachments, at Confidential Attachment 1.

6.1.1 Exception - freight

The freight calculation provided in the Appendix A6 did not match the total cost of freight
in the Appendix A4. It was determined that this was due to the inclusion of freight costs
relating to purchased goods.

This was corrected and a new version of the Appendix A6 was provided during the visit.

6.2 Verification of production costs to source documents

The verification team verified the accuracy of OneSteel’s cost data by reconciling it to
source documents in accordance with ADN No 2016/30.

Details of this verification process are contained in the verification work program at
Confidential Attachment 1.

The verification team did not find any issues with the verification of the costs data to
source documents.

6.3 Related party suppliers

OneSteel has a number of related party suppliers. Verification was performed to the
financial records of the relevant suppliers to ensure that costs were recorded rather than
transfer prices. The visit team was satisfied that the costs in the Appendix A6 reflected
the actual costs of production for the related parties.

3 The OneSteel application had proposed 1 January 2016 to 31 December 2016 as the period of
investigation; the Commission recommended the period of investigation as 1 April 2016 to 31 March 2017 in
CON 416 with 1 January 2013 to be used as the start of the injury analysis period.
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Details of this verification process are contained in the verification work program at
Confidential Attachment 1.

6.4 Costs to make and sell — conclusion

We consider that OneSteel's CTMS data in Appendix A6 is a reasonably complete,
relevant and accurate reflection of the actual costs to manufacture and sell RIC during the
period from 1 April 2016 to 31 March 2017.

Accordingly, we consider the OneSteel CTMS data in Appendix A6 is suitable for
analysing the economic performance of OneSteel's RIC operations from 1 April 2016 to
31 March 2017.
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/  ECONOMIC CONDITION

7.1 Applicant’s injury claims
OneSteel claims that the Australian industry has been injured through:

¢ loss of sales volume
reduced market share
price depression

price suppression

loss of profits

reduced profitability
reduced cash flow

reduced employment
reduced wages

reduced capacity utilisation
e reduced return on investment

7.2 Commencement of injury, and analysis period

The injury analysis period is from 1 January 2013, with an investigation period of 1 April
2016 to 31 March 2017.

At the start of the injury analysis period RIC supplied from the subject countries was
present in the import market. After the initiation of the investigation into exports from
Taiwan, Turkey and Indonesia, exports from those countries contracted and were
displaced by Chinese exports. The initiation of an investigation into exports from China
resulted in a rapid reduction in exports from that country, and share was regained by the
subject countries.# It is at this point that OneSteel alleges that injury caused by dumping
from the subject countries commenced.

The movement in share between the subject countries, countries now subject to
measures and other sources is demonstrated in Figure 1 below:

4 For further information see Section 2.5 of CON 416.
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Figure 1 — Australian market size for RIC (tonnes)
7.3 Volume trends

OneSteel has sold increasing volumes of RIC each year since the start of the injury
assessment period. Based on OneSteel’'s estimates of the size of the Australian market
for RIC, the visit team observes that OneSteel has gained market share in what is an
expanding market.

During the visit, OneSteel explained that as a manufacturer there is a commercial
understanding between itself and its non-related customers that they will purchase a
significant proportion of their RIC requirements from OneSteel. OneSteel also explained
that related parties would not consider purchasing RIC from any source other than
OneSteel.

7.4 Price suppression and depression

Due to the strong influence of the import price, noted in Chapter 5.1, OneSteel has
claimed that prices have been supressed and depressed by the presence of the allegedly
dumped goods in the market. OneSteel has provided evidence to support this view, the
nature of which will remain general as it is confidential. As demonstrated in Figure 2,
OneSteel has been unable to charge above CTMS for most of the injury assessment
period.
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Figure 2 — OneSteel unit revenue vs CTMS

7.5 Revenue

As indicated in its application, OneSteel has had reduced revenue for the goods since the
commencement of the alleged dumping. The visit team compared the revenue from sales
of RIC for each quarter in the investigation period with the corresponding quarter in the
preceding 12 month period and found that, despite the presence of dumped goods from
China in the market in the preceding period, OneSteel’s revenue is lower still in each
guarter of the investigation period. The visit team observes that this outcome occurred
when sales volume and market share had both increased.

7.6 Profits and profitability

OneSteel operates with significant levels of fixed unit costs. Despite the increase in sales
volume and a reduced unit cost to sell, the decreased total and unit revenue means that
OneSteel’s sales of RIC have been unprofitable for every quarter since the alleged
dumping commenced. On an annual basis, OneSteel’s sales of RIC were not profitable in
any year in the injury assessment period.

7.7 Other economic factors
7.7.1 Employment numbers and wage expense

OneSteel has claimed reduced employment as a result of the dumped goods. Employee
levels for the rod and bar section have remained steady with the period prior to the
alleged dumping, with a reduction ofl employees (- per cent) between financial year
(FY) 2015 and the 6 months from July-Dec 2016. Production of RIC has continued to be
between - per cent of total available capacity, and as such this loss of employment
could concelivably be due to improved efficiency in production, or dumping of other goods
made on the same line (such as reinforcing bar, which is being investigated by the
Commission in case 418).
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7.7.2 Investment and return on investment

Decreased revenue, unit revenue and profitability has resulted in a long run of loss-
making years for RIC and therefore a poor return on investment. The ability to increase
prices in the absence of the allegedly dumped goods would result in better return on
investment.

OneSteel demonstrated that there is a correlation between the export price and
investment, but did not provide arguments or evidence to substantiate a causal link
between investment decisions that would have occurred and a decision not to proceed on
the back of the allegedly dumped imports.

7.7.3 Capacity utilisation

OneSteel’'s overall capacity has increased by. per cent over the injury assessment
period. Capacity utilisation for RIC has remained steady, both as a proportion of the
goods manufactured by OneSteel and as a proportion of total capacity.

7.8 Quantification of injury
OneSteel has sought to quantify the injury as a result of lost sales and lost value.
7.8.1 Volume injury

OneSteel sought to quantify the losses per customer which were offset by the gain of new
customers in the injury period. OneSteel used
[industry source] data to identify the total usage of RIC by state, then mapped its sales to
customers in those states to calculate a percentage of total supply for that customer for
that period. OneSteel then subtracted current share from its calculated maximum annual
share in the period to calculate the lost volume of sales. This resulted in lost sales of

S mitiion.

The visit team has declined to use this method due to the unreliability of the allocation
method proposed. Volume injury will be considered further in the SEF.

7.8.2 Value injury

OneSteel sought to identify what value of sales has been lost due to price suppression.
To achieve this, the method proposed was to identify the highest profitability achieved by
OneSteel on sales to any customer in any one quarter in the injury assessment period,
and to apply this profitability over the current (CTMS) to identify the maximum achievable
price (noting that this is different to the basis of calculation for a non-injurious price in
Chapter 9). This results in a claimed value injury of _ million on actual sales.

The visit team has not formed a view on this method, as it has not yet been established if
dumping has occurred, and if so to what extent. The Commission will revisit if value injury
has been caused in the SEF.

7.9 Factors other than dumping

OneSteel did not identify any factors causing injury other than dumping.
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7.10Conclusion

Based on an analysis of the information contained in the application and obtained and
verified, the visit team considers that OneSteel has experienced injury in the form of:

Price suppression

Price depression

Lost revenue

Lost profits and profitability
Lost return on investment

The visit team at this stage in the investigation does not support a finding of lost volume,
due to the significant increase in sales to unrelated parties, and the unreliability of the
method to calculate sales lost.

A conclusion on market share will be made following analysis of data gathered at visits to
the importers of the goods.
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8 CAUSAL LINK

The visit team discussed with OneSteel whether the alleged dumping of imported RIC can
be demonstrated to be causing material injury to the Australian industry.

8.1 Price effects

As outlined in Chapter 5.1, OneSteel uses an IPP model to price its sales. The evidence
provided demonstrated a causative link between the import price and movements in the
price set by OneSteel for each customer.

The Commission will seek to test this evidence further in the importer and exporter
verification process.

8.2 Price undercutting

OneSteel sets its prices (inclusive of a price premium) in reaction to import price offers. It
was unable to demonstrate the loss of sales based on this quote being used to negotiate
a lower import price. The Commission will consider this issue subsequent to the
completion of importer verification.

8.3 Volume effects

As outlined in Chapter 7.5, at this stage of the investigation the visit team has not found
that OneSteel has experienced injury in the form of lost volume.
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9 UNSUPPRESSED SELLING PRICE

OneSteel expressed the view that, due to ongoing overcapacity in the market for RIC, it is
not possible to use sales from a relevant period to determine the non-injurious price.
OneSteel claimed that, based on a report by McKinsey, that a steel industry requires 17
per cent profitability measured at earnings before income, tax, depreciation and
amortisation to be sustainable. As such, OneSteel’s view is that the unsuppressed selling
price (USP) should be valued at its CTMS, less depreciation & amortisation, plus 17 per
cent.

The Commission will consider the appropriateness of this methodology when calculating
the USP in the SEF.

Steel Rod in Coils — Australian Industry Visit Report — OneSteel
25




PUBLIC RECORD

10 GENERAL COMMENTS AND OTHER MATTERS

Other matters of note discussed during the verification are outlined below.

10.1 Model matching
OneSteel expressed the view that model matching should be done in the following order:

1. Rod diameter
2. Carbon, silicon & manganese content (or applicable metal standard)
3. Other Alloy content

10.2Form of measures

OneSteel stated that the only effective form of measures is combination form, as it
captures the full value of duties payable in both a rising and falling market. It expressed
the opinion that the Commission should not have regard to its own Guidelines on the
Application of Forms of Dumping Duty> as it would potentially suggest ad valorem
measures, which OneSteel claims are not effective at countering undercutting or
preventing dumping in a falling market.

5 Available on the Commission’s website.
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11 APPENDICES AND ATTACHMENTS

Confidential Attachment 1

Verification Work Program
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