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Dear Ryan,

Milltech Pty Ltd (Milltech) provides the following response to SEF 319 dated 9 May 2016 (placed on
the Public Record on 10 May 2016).

INTRODUCTION

In SEF 319, the Commission made the following findings:

o The chrome bar market is price sensitive (p.13).

o Ina market the size of the chrome bars market, sales to a single customer can represent
significantly high proportions of volumes and values in relation to the entire market and, as
such, can have a relatively high impact on the market (p13).

o Sales of chrome bar exported to Australia during the investigation period:

- from Romania was at dumped prices with margins between 22.4 and 66.9 per

cent (p.25); and

- from Italy was not at dumped prices.
o Romanian chrome bars represent a significant proportion of the Australian market by volume.
o During the injury analysis period, Milltech has suffered injury in the form of:

- price suppression (p.27);

- price depression (p.27);

- lost sales volume (p.28);

- loss of profits (p.31);

- reduced profitability (p.32);

- reduced revenue (p.33); and

- reduced employment (p35).

o During the investigation period, Milltech has suffered injury in the form of:



- price suppression (p.28);
- loss of profits (p.32); and
- reduced (negative) profitability (p33).
o The injury suffered by Milltech is not material (found to be negligible).
o Milltech’s performance has been negatively affected by several factors, including:
- availability of chrome bar from Romania (dumped) and Italy;
- acontraction in the chrome bar market due to falling investment in machinery in
the mining sector; and

- availability of cheap imports of finished hydraulic cylinders.

SEF 319 also appears to accept that the Australian industry’s like goods directly compete with

Romanian chrome bars in the Australian market.
In SEF 319, the Commission has preliminary proposed to:

o terminate the investigation into Italy under subsection 269TDA(3) on the basis that the volume
of dumped goods exported from Italy to Australia is negligible; and
o terminate the investigation into Romania under subsection 269TDA(13) on the basis that the

injury to Milltech caused by dumped exports is negligible.

While Milltech welcomes the Commission’s findings of fact that injury has been suffered in the
investigation period in the form of price suppression, loss of profits and negative profitability, the
company contests the Commission’s finding that the injury it has suffered that has been caused by

dumped chrome bars from Romania is negligible.

In addition, while SEF 319 does not contain substantial analysis on whether the injury found to have
been suffered by Milltech has been caused by dumping®, Milltech has been advised? that the
Commission has also preliminary found that there is no causal link between the injury suffered by
Milltech (which the Commission has labelled as negligible) and dumped goods.

Milltech submits that, when all things are considered, it is clear that:

o the company has suffered injury caused by dumped Romanian chrome bars (which have
received a significant price advantage over Milltech’s like goods through dumping and have
been imported in significant volumes); and

o thatinjury is material.

These claims are discussed further throughout this submission.

! Though, as outlined above, SEF 319 does state that the availability of chrome bar from Romania has contributed to Milltech’s
performance being negatively impacted.
2 During a meeting between the Commission and Milltech on 25 May 2016 and by letter dated 27 May 2016.
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Milltech submits that the Commission’s injury analysis in SEF 319 has been too narrow in scope, as it
appears to have focussed exclusively on movements/trends of economic indicators within the
investigation period only, and not compared those indicators to trends across the injury analysis
period (commencing 1 July 2011). In doing so, the Commission has not found material injury caused
by dumping during the investigation period, because it has overlooked comparative economic
performance outside the investigation period. Milltech considers the Commission’s approach is
contrary to the position accepted by the WTO Disputes Settlement Panel in Thailand — H-Beams,

where it was found that:

“[g]iven that on an annual basis over a multi-year period, imports from Poland increased in
every period examined [injury analysis period], we do not believe that quarter-to-quarter
fluctuation in import volumes during one of the twelve month periods [investigation period]
examined invalidates the Thai authorities’ finding that the import volume of the subject imports

‘increased continuously’ [in that case, constituting the material injury alleged)]. 3 [emphasis
added]

Milltech also submits that material injury has been suffered in more economic factors other than those

identified by the Commission in SEF 319 — see below for further discussion.

PART A: MATERIALITY OF INJURY

Ministerial Direction on Material Injury

On 27 April 2012, the then Minister for Home Affairs issued the Ministerial Direction on Material Injury
(the Direction) under subsection 269TA(1) of the Customs Act 1901 (the Act).

Key elements of the Direction are detailed below.

o Material injury is that which is:
- greater than that likely to occur in the normal ebb and flow of business;
- not immaterial, insubstantial, or insignificant.
o There is no threshold test for material injury, it will depend on the circumstances of each case
and will differ from industry to industry and from time to time.
o Dumping need not be the only factor causing injury to the Australian industry, but the injury
caused by dumping must be material in degree.
o Anindustry that at one point in time is healthy and could shrug off the effects of dumped
products in the market can, at another time, suffer material injury from the same amount and

degree of dumping.

® panel Report, THAILAND — ANTI-DUMPING DUTIES ON ANGLES, SHAPES AND SECTIONS OF IRON OR NON-ALLOY STEEL AND H-BEAMS
FROM POLAND, WT/DS122/R, adopted 28 September 2000 at para. 7.168
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o Anti-dumping action is possible in cases where an industry has been expanding and dumping
has slowed the rate of growth without causing it to contract. A decline in an industry’s rate of

growth may be just as relevant as the movement of an industry from growth to decline.

Trend analysis to show injury not suitable to chrome bars market

Milltech notes that SEF 319 makes assessments as to the injury experienced by Milltech and its
materiality based predominantly on the Commission’s observation of graphed trends of performance
indicators. However, this analysis is not particularly useful or accurate in depicting the reality of its

performance and what is occurring in the Australian chrome bars market.

As identified in SEF 319, the Australian chrome bars market is not substantial in volume. The market
is not similar to the large volume markets of other steel products investigated by the Commission
where the type of trend analysis undertaken by the Commission is more revealing of the reality of the
circumstances of the market.

In light of this, Milltech submits that the Commission should approach trend-based analysis such as
that seen in SEF 319 with caution, and instead should develop an injury picture based on an
understanding of the characteristics of the market and the reality of the elements of competition in that

market.

Key considerations in undertaking an injury analysis for the chrome bars market should be:

e the market is price sensitive and price competition is fierce;

e single sales in the market can represent a significant proportion of the market (so upwards
trend analysis can represent only a small number/volume of sales and could as easily change
to a decrease through loss of a small number of sales);

e there is a high level of substitutability between suppliers for the product;

e there has been an overall downturn in the Australian market — which amplifies the impact of
dumped goods; and

e Milltech’s cost to make and sell (CTMS) has decreased over the injury and investigation
periods diluting the impact of price and profit effects.

Additional material injury: loss of sales

SEF 319 appears to conclude that Milltech has not suffered injury in the form of lost sales during the
investigation period, as there is an upwards trend of sales volumes seen in the third and fourth
guarters of the investigation period, after decreasing from the first to second quarters of the

investigation period.



Milltech does not consider the observed trends to be conclusive evidence that it has not lost sales
volume during the investigation period. Specifically, Milltech submits that:

o although sales volumes increased in the final two quarters of the investigation period, its sales
volumes during the period were at all times lower than the otherwise would have been in the
absence of dumping which provided Romanian chrome bars with a significant price
advantage over the Australian industry; and

o the upwards trend in sales volumes in quarter three and four of the investigation period are
due to a recovery of Milltech’s sales volumes driven by stock orders that were obtained by
matching dumped prices from Romania. For example, approximatelyi[calculated
percentage] of sales in Q3 of the investigation period relate to the single stock order from
February where Milltech was forced to match the dumped prices. This transaction is

examined in detail later in the submission.

Sales lower than they would have been in the absence of dumping

As noted above:
o Milltech directly competes with imports of chrome bars from Romania;
o those chrome bars have been dumped at high margins in significant volumes; and
o the chrome bar market is extremely price sensitive, with price impacting purchasing decisions.

In order to realise the levels of sales volumes that it has been able to achieve, Milltech has been
forced to heavily reduce its prices of chrome bar, so as to be competitive on price with imports, a
large volume of which are dumped Romanian chrome bars (see further discussion on import volume
below). However, in many circumstances, Milltech’s has lost the price war with Romanian imports,
and has lost sales to those imports as a result.

Evidence available to the Commission supports these assertions, noting the fact that importers of
chrome bars from Romania and other sources are also regular customers of the Australian industry,
willing to switch supply between Australian and imported goods (which are like and directly
competitive goods) using price as a major purchasing decision. A prime example of this is
ﬁ[name of customer], which is a major importer of chrome bars from Romania as well as a
major customer of Milltech. Milltech has previously provided a separate submission on pricing issues
during the investigation period.

In light of this, it is reasonable to conclude that, in the absence of dumping (which has given a
significant price advantage to Romanian chrome bars), Milltech would have been able to:
e compete more closely on price with Romanian chrome bars during the investigation period;
and



e secure additional sales and make greater sales volumes during the investigation period than
those that were achieved.

It is therefore submitted that the upward trend of sales volumes observed by the Commission in
Figure 7 of SEF 319 is in fact not as strong as would have been achieved had this dumping not

occurred and has only been achieved by matching dumped prices.

Cyclical trend of volumes

The analysis contained in the SEF is flawed in the assertion that Milltech’s sales are improving based

on a trend analysis limited to four quarters.

The investigation period covers two financial years and therefore is considered to be impacted by
customer inventory decisions related to financial factors. The pattern for the previous year (FY2014)
was also shows strong Q1 sales before a decline in subsequent quarters. Analysis of a longer time
series shows that strong Q1 sales when customers were potentially re-stocking at the start of a new
year with lower levels of sales in subsequent quarters.

Milltech receives the request for the largest ‘stock order’ fronﬁname of customer] early each
calendar year for deliver in the following six months. The stock order discussed in detail later is an
example of causation is for a volume of approximatelyi [quantity] tonnes representing i
[calculated percentage] of sales for the quarter. Milltech would not have achieved this sale without
matching the dumped price from Romania.

The trend analysis for the investigation period therefore cannot be used to draw a conclusion of
‘improving sales’ in the long term. The sales reflect deliveries in a particular quarter based on orders
that may have been placed with lead times for delivery requested by customers of up to six months.

Milltech’s quarterly domestic sales volume of chrome bars from Q3 FY2014 to the most recently

completed quarter (Q3 FY2016) is charted below to demonstrate this.
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Figure 1 — Milltech quarterly chrome bars domestic sales volumes
Milltech also notes that, had the Commission’s investigation period commenced one quarter earlier
(i.e. making the period FY2015), this analysis would have concluded that there was a serious decline

in sales during the investigation period, with only a marginal improvement in the final quarter.

Conclusion: loss of sales volume

Milltech submits that it is unreasonable for the Commission to make a finding that it has not lost sales
volume during the investigation period based solely on the fact that Milltech’s sales volumes

increased during the last two quarters of that period.

Milltech submits that this improved performance is partially due to cyclical ordering trends, but also
that any improvement in sales volume has been lower than it otherwise would have been had Milltech
not been in direct competition with dumped Romanian chrome bars, which had a significant price

advantage due to this dumping.

The Direction specifically identifies that material injury may occur in circumstances where an industry
has seen improved performance but dumping has slowed the rate of growth without causing it to
contract. Noting that Milltech disputes the significance of any growth in sales volumes that it has
achieved in the investigation period, it submits that any growth that it was able to achieve, however

small, has been hindered due to dumping in any case.



Additional material injury: loss of market share

In SEF 319, the Commission finds that Milltech has not suffered material injury in the form of loss of

market share during the investigation period.

Figure 8 of SEF 319 demonstrates that Milltech has had a declining share of the market from FY2014
to FY 2015. However, Figure 9 shows that Milltech’s quarterly market share during the investigation
period increased from the quarter of October — December 2014 to the end quarter of July —
September 2015. This leads the Commission to conclude on page 30 that Milltech has not suffered

material injury in the investigation period.

However, Milltech notes that if the investigation period was aggregated into a year and compared with
FY2014 and FY 2015, it would show that Milltech’s market share has decreased to approximately
31% of the total market by volume for the entire investigation period, compared to approximately 34%
in FY2015 and 45% in FY2014 (as shown in Figure 8).

Milltech submits this evidence of loss of market share, year-on-year, and represents material injury to

the Australian industry.

Level of reduced profit and negative profitability (material in and of itself)

SEF 319 finds that Milltech has suffered injury in terms of both loss of profits and negative profitability
(p.32-33) during the investigation period. In addition, the commission has found that Milltech has been
injured by price suppression during the investigation period (p.27), and has not been able to increase
prices to cover its CTMS for any period since FY 2012 (Figure 4 of SEF 319).

The Commission has presented Milltech’s profitability analysis during the investigation period in
Figure 13 of SEF 319, showing a trend that the Commission concludes shows Milltech ‘has improved

its performance over the investigation period’.

Milltech notes that, the profit, profitability and price suppression analysis in SEF 319 clearly show that
despite any trend improvement, Milltech operated at a loss and experienced price suppression in
every quarter of the investigation period in regards to the production and sale of like goods.

This is due to the fact that, in a price sensitive market, Milltech has had to lower its prices of chrome
bar to a position that is not profitable, over a sustained period of time, in order to make any sales

volumes of chrome batr.

Milltech considers that the failure to ever make a profit or reach profitable levels in relation to like

goods, in and of itself, demonstrates material injury. It is Milltech’s aim to achieve a profit on the



goods it produces and sells, and cannot continue to produce and sell chrome bars at a loss and
remain a viable Australian industry for those goods.

This concept is recognised by the Commission in Final Report 301 (REP 301) in relation to its
investigation into rod in coils from the People’s Republic of China, which states (in considering price
suppression:

The Commission considers that over the investigation period, OneSteel would have intended
to set such prices as would have covered the fully absorbed cost to make and sell while

making a reasonable rate of return.

Milltech submits that, in determining the materiality of the profit and profitability injury that it has
suffered, it is useful to quantify the cumulative loss suffered by Milltech during the investigation period
due to extended unprofitable sales of chrome bars. This loss is shown below.

Cumulative loss on domestic sales

Qa1 az Qa3 Q4

Cumulative loss on domestic sales

\

Figure 2 — cumulative loss on domestic chrome bars during investigation period

As shown in Figure 2, the cumulative loss suffered by Milltech during the investigation period alone on
the sale and production of the goods was over il [amount]. This represents a reduction in
overall business profit before tax ofi[calculated percentage] based on FY2015 full year results.

Conclusion: profit and profitability

The fact that Milltech has been unable to achieve profit on its sales of like goods since FY2012 is in

and of itself material injury.



These ongoing losses have seen significant cumulative losses for the business, which is a significant
impact on a medium sized company that represents material injury in and of itself, and is not

sustainable even in the medium term.

Unacceptable capacity utilisation

SEF 319 concludes that Milltech has not suffered injury in the form of reduced capacity utilisation for
like goods. This conclusion is made below Figure 16 of SEF 319. Milltech notes that Figure 16 shows
an overall decrease in Milltech’s capacity utilisation from FY2012 to FY2015, which it concludes does
show injury in the factor of capacity utilisation.

More importantly, when the figures behind the trend shown in Figure 16 of SEF 319 are examined,
the magnitude of this injury factor becomes clearer. Milltech’s capacity utilisation (as a percentage of
actual production over capacity) is tabulated below.

FY2012 FY2013 FY2014 FY2015
Gapacity ili[calculated jili[calculated jili[calculated jili[calculated
utilisation % percentage] percentage] percentage] percentage]

Table 1: capacity utilisation injury analysis period*

Table 1 demonstrates that, during the injury analysis period, Milltech’s capacity utilisation was at no

time greater than i[calculated percentage], ending the period as low aicalculated percentage].

Milltech has made an investment of almost il [2mount] in advanced continuous chrome
plating technology. The business case developed in 2012 as part of the investment process
considered the size of the market, current market share and reasons for the increasing level of
imports seen at the time. The investment proceeded on the basis that it would enable costs to be

reduced leading to an increase in market share with a reasonable margin.

This investment has been compromised by the depressed prices and profitability caused by dumping
from Romanian suppliers. The project justification (including a typed version for clarity of reading),
budget assumptions for the acquisition of Martin Bright Steels, background information on the new
technology and loan approvals are provided as Confidential Appendix 1.

Milltech submits that this very low capacity utilisation is a significant indicator of material injury to the
Australian industry, after making a significant investment and never being able to get to stage where a
volume of sales have been made to allow for reasonable capacity utilisation of the chrome bars plant.

* Source: Milltech Application October 2015 Confidential Appendix A7
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Reduction in Unit CTMS has mitigated injury

In SEF 319, the Commission observes that Milltech’s CTMS chrome bar during the investigation
period has declined (see Figure 5). SEF 319 also notes on page 37 that this reduction in CTMS has

mitigated the ‘negative influences’ that have impacted its performance (i.e. its level of injury).

Milltech submits that this mitigation of injury by these cost reductions is an extremely important factor
that should be considered by the Commission in determining whether injury suffered by Milltech has

been material.

SEF 319 concludes that, although there has been injury in the form of loss of profits and negative
profitability during the investigation period, it goes on to find that this material (included with price
suppression) is negligible. However, Milltech notes that the quantum of this injury has been eased by
reductions in its CTMS, which, if had not been achieved by Milltech, would have made the loss of
profit and negative profitability greater.

In relation to analysis of quarterly costs, CTMS per unit is volatile in the short term and susceptible to
changes due to sales volumes. The ratio of fixed to variable conversion cost per unit is relatively high
at approximatelyi calculated percentage]. In the short term, some of the significant variable costs
such as labour, behave as fixed costs. Skilled labour used in the production of the goods is not a
factor that can easily be adjusted based on short term production fluctuations. The CTMS per unit is
therefore highly correlated to sales volumes over a 12 month investigation period.

In addition to sales volumes, the CTMS per unit is lower in Q4 of the investigation period as it is the
first quarter of FY2016 with lower depreciation charges. The increased tonnes sold result in a lower
allocation of fixed costs per tonne.

Market downturn makes any injury material

As noted in SEF 319, the Australian chrome bars market has seen a significant decrease in total
volume in recent years, dropping dramatically from FY2012 to FY2013, remaining somewhat stable
through the remainder of the injury analysis period. Milltech does not dispute this significant downturn.
However, Milltech considers that this downturn in the overall market size (and hence the total number
of sales that could be achieved by any one market player) serves to exacerbate the materiality of the

injury that Milltech has suffered as a result of the dumping of Romania chrome bars.

As noted above, the Direction provides:
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o material injury will depend on the circumstances of each case and will differ from industry to
industry and from time to time; and

o anindustry that at one point in time is healthy and could shrug off the effects of dumped
products in the market can, at another time, suffer material injury from the same amount and

degree of dumping.

Milltech is operating in a market that has faced significant decline in the recent past. This decline in

market size has seen all market players reduce their overall sales volumes significantly.

In this context, Milltech has suffered injury in the form of loss of profits, negative profitability, loss of
volume, loss of market share, price suppression and several other injury factors. The materiality of
this injury is magnified by the fact that Milltech is operating in a decreasing market, where it is facing

pressured from several sources, a major one being dumped Romanian chrome bars.

Has Milltech’s injury been ‘negligible’?

The Commission has found that the injury suffered by Milltech is negligible.

Milltech can find no legislative definition or policy and practice statements from the Commission that

defines or directs what is to be considered ‘negligible’ injury.

Various definitions found for ‘negligible’ indicate that to be considered negligible, injury must logically

be very slight. Definitions of negligible found by Milltech are as follows:

o Sosmall or unimportant as to be not worth considering; insignificant (Oxford Dictionary)

o Not significant or important enough to be worth considering; trifling
(http://lwww.thefreedictionary.com/negligible)

o So small or unimportant or of so little consequence as to warrant little or no attention

(Merriam Webster).

As outlined above, Milltech considers that it has suffered material injury in relation to chrome bars
during the investigation period, and for a significant period of time over several years. A large

indicator of this injury is Milltech’s lack of profit or profitability.
Milltech submits that, under no circumstances, could a business consider that a failure to make a

profit over a significant period of time is insignificant, unimportant, or of little consequence. For this

reason, Milltech refutes that the injury that it has suffered has been negligible.
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PART B: CAUSATION OF MATERIAL INJURY

Causation: size of dumping margins and volume of dumped goods

Subsection 269TAE(1) of the Act provides that, in determining whether material injury to an Australian

industry has been caused by dumped goods, the Minister may have regard to:

o the size of the dumping margins established (paragraph (aa)); and
o the quantity of the goods that have or are likely to be exported to Australia (paragraph (a)).

Size of dumping margins

As identified above, SEF 319 finds that chrome bars exported to Australia from Romania have been
dumped, at margins of between 22.4 and 66.9 percent, with the two known exporters of chrome bars

from Romania during the investigation period having the following dumping margins:

ROMANIAN EXPORTER / MANUFACTURER DUMPING MARGIN
ASO Cromsteel 22.4%
Nimet srl 35.3%

Milltech submits that these dumping margins are substantial, representing over 1/5 and 1/3 of the

export prices charged by those exporters for chrome bars sold to Australia.

As outlined above, Milltech, the sole Australian manufacturer of chrome bars, directly competes with
imported chrome bars from Romania on price in a market that is highly price sensitive (see the
Commission’s findings at Section 4.6 of SEF 319). In the context of a price sensitive market, dumping
provides Romanian chrome bars with a significant price advantage over the Australian industry’s

goods.

Milltech notes that evidence of this price competition has previously been provided to the

Commission.

Volume of dumped goods

Dumped chrome bars from Romania are a major source of goods in the Australian market during the
investigation period, and over the injury analysis period (with market share of Romanian chrome bars

increasing over the injury analysis period).

Milltech estimates that, in FY2015, imports of Chrome bar from Romania represented approximately

25% of the total Australian chrome bars market by volume (increasing over the injury analysis period
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from approximately 7% in FY2012). In FY2015, imported chrome bar from Romania represented the
largest source of chrome bars in the Australian market other than Milltech, which held approximately
44% of the market by volume.®

Milltech submits that Romanian chrome bars represent a significant proportion of the Australian
market by volume. It is considered likely that Romanian chrome bars are likely to continue as a major
source of chrome bars to Australia in the future, particularly if anti-dumping measures are not

imposed as a result of this investigation.

Milltech notes that the Commission has found that major importers of chrome bars have placed
forward orders for those goods (stating for each visited importer that the Commission noted ‘no
unusual trends in relation to forward orders when compared to past trading patterns’). This indicates

that importers intended to continue the pattern of large volumes of imports of Romanian chrome bars.
‘Coincidence’ analysis

The Dumping and Subsidy Manual (the Manual) outlines that the most common approach to

causation analysis is a ‘coincidence’ approach, where:

...the volume and prices of the dumped imports and the injury factors are examined in order
to assess whether a linkage exists between these events.

Milltech believes that when such an analysis is undertaken, it becomes clear that material injury it has
suffered can be easily linked to Romanian chrome bars, which have been dumped in substantial
volumes in the investigation period, and exported at substantial volumes over the injury analysis
period.

In particular, Milltech notes:

o the market share of Romanian imports has increased over the injury analysis period;
e at the same time, the following performance factors of the Australian industry have
decreased:

o sales volume;

o market share;

o unit price;

o unit profit;

o profitability

o revenue;

o capacity utilisation; and

® Estimates based on market shares shown in Figure 8 of SEF 319.
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o employment.

Milltech notes SEF 319 is silent on any comparative price analysis between Milltech’s sale prices and
imported sales prices, but it strongly believes that if this analysis was undertaken, it would show that
the price of imported Romanian chrome bars over the injury analysis period and investigation periods
have either been:

e |ower than Milltech’s prices (undercutting) ; or

e similar to Milltech’s prices (due to the price competition between the two requiring Milltech to

meet Romanian prices.

Milltech considers the above demonstrates a ‘coincidence’ causal link between the Australian
industry’s material injury over the injury analysis and investigation periods, and Romanian chrome
bars which increased in volume over that period and have been shown to have been dumped in the
investigation period.

Causal link examples (‘smoking guns’)

Milltech submits that there is a clear ‘coincidence’ link between dumped imports from Romania and
the injury suffered by Milltech in the form of lost profits, negative profitability and price suppression —
see above.

However, Milltech has been advised by the Commission® that its causation argument would be
strengthen by clear examples of where Milltech has lost sales to Romanian imports based on the fact
that those importers undercut Milltech’s prices (i.e. ‘smoking guns’).

Milltech submits that it has experienced numerous cases where it has been requested to quote on a
sale and has later lost these sales, and it is suspected these sales have been to Romanian imports
(particularly forﬁ[name of customer] that buys from both Milltech and Romania). However, the
commercial reality is that Milltech does not always know for certain, and certainly doesn’t have a
paper trail, of the outcome of these sales (customers do not disclose who they have bought from).

However, Milltech is able to provide an example of where it has been required to reduce its prices to
compete with Romanian imports in order to win sales (showing price depression and suppression, as
well as making an unprofitable sale resulting in loss of profits and negative profitability).

* I [name of customer] is Milltech’s major customer for a range of products including
chrome bar.
* Militech is aware that jjjjjjjij[name of customer] purchase chrome bar from either Romanian

suppliers or Milltech. This is supported by the sales data provided by Milltech and the findings

g Meeting of 25 May 2016 on 25 May 2016 and by letter dated 27 May 2016
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on the Commission’s public record that ﬁ[name of customer] is an importer of
Romanian chrome bar.

e On 31 January 2014 Milltech were asked to quote on ‘stock’ and ‘urgent’ chrome orders
totalling approximatelyi [quantity] tonnes (attached as Confidential Appendix 2).

e Milltech were successful in obtaining the orders (attached as Confidential Appendix 3) with
prices for the stock orders with the prices for the typical 40-100mm size of:

o 1045 grade -ﬁ [price] per tonne
o 4140 grade -l [price] per tonne

e On 30 January 2015 Milltech were again asked to quote on ‘stock’ and ‘urgent’ chrome orders
(attached as Confidential Appendix 4) totalling approximatelyi [quantity] tonnes.

e Milltech were requested to meet with =[name of customer] on 12 February 2015 where
the price of chrome bar was discussed. Milltech were advised that the price would need to be
reduced for the level of previous stock orders in order to obtain any part of the order. Milltech
were advised that the prices needed to be reduced by i[ca|cu|ated percentage] and needed
to be within i[calculated percentage] of Romanian prices to get the order. Notes taken at this
meeting are attached as Confidential Appendix 5.

e Milltech subsequently reduced the prices for the stock order (attached as Confidential
Appendix 6) for the prices for the typical 40-100mm size of:

o 1045 grade -ﬁ [price] per tonne (a i[calculated percentage] reduction from
2014)
o 4140 grade -ﬁ [price]per tonne (a i[calculated percentage] reduction from 2014)

Milltech fulfilled this order with delivery over the next six months incurring a loss of profits and
profitability in doing so. In addition, the lower price for these orders then sets a low benchmark price
and an expectation that these prices will be maintained. An example of this pressure to maintain low
prices to match the dumped import price is show at Confidential Appendix 7.

This clearly demonstrates the link between injury to Milltech and dumped imports from Romania
during the Investigation Period.

The requests for quotation, notes from the meeting with jjjjjiij[(name of customer] discussing price

reduction and purchase orders are attached as confidential appendices.

World Chrome Bar Market

Milltech is the sole remaining large scale Australian producer of chrome plated bar.

Martensite Pty Ltd was the only other producer of chrome plated bar on a commercial scale before

they ceased trading in February 2015. Despite the closure of this local competitor, Milltech has

continued to see a decline in the Australian market.
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A publically available report prepared by Luciano Giol (attached as Public Appendix 1)’, a former
senior manager of ASO Cromsteel in Romania, claims that ‘Cromsteel and Nimet had made massive
investments aimed at increasing their production capacity and, ultimately, at gaining market share and
volume. So, basically, they put a large quantity of product on the market and started to decrease the
selling price®.’” As a result of this action ‘the price war [has] spread to all the European players, the
final selling price has continuously fallen to a level that nowadays is not able to cover even the

production costs.”

The financial statements from the Italian producer Stelmi provided in Milltech’s application note that
they are forced to sell the goods at less than the cost of production in order to compete with Eastern
European suppliers and have made an overall loss in 2013 and 2014 in doing so. The sales made by
Romanian suppliers into Australia during the Investigation Period have been found to be at dumped

prices.

This ‘price war’ coincides with the sale of goods at dumped prices from Romanian suppliers and has
been shown by the commission to have resulted in price depression in the chrome plated bar market

and the injury to Australian industry is a result of a deliberate strategy to obtain market share.
Overall Industry Trends

Milltech supplies a wide range of engineering bar products that are used in engineering, agriculture,
waste management, mining and manufacturing.

Milltech as a company has maintained overall profitability over the entire investigation period.

The chrome bar segment of the business is the one that is significantly impacted, and coincidentally is
the one that is being affected by dumping. Precision Ground (PG) bars are used in the manufacture,
maintenance and repair of industrial equipment many of the same industries as chrome plated bars

and have actually shown trend growth over the period of decline in chrome bar sales.

Figure 3 on the following page shows the relative trends of the sales of both materials.

"L Giol, The Secret Data About the Price War in the Hydraulic Cylinder Industry ,http://www.lucianogiol.com/2015/09/ accessed 27 Nov
2015.
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Chrome and Precision Ground Bar Sales
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Figure 3 — Trend sales of Precision Ground and Chrome Plated bars

The SEF (Figure 2 p.15) shows mining investment data as a potential driver of lower chrome bar

sales. While chrome plated bar is certainly used in mining equipment repair and manufacture, it is
also used in a wide range of other industries.

Figure 4 below shows the trend in non-mining machinery and equipment investment over a similar
timescale to the SEF 319 mining data. This shows that the investment in non-mining equipment is

relatively flat and does not reflect the mining segment data. The RBA notes that We do not classify
the weakness in non-mining investment since the beginning of 2013 as another downturn’ 10

9 http://www.rba.gov.au/publications/bulletin/2014/dec/1.html accessed 27 May 2016
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Figure 4: Non-Mining Business Investment™

Mining investment data by itself cannot therefore be used as a proxy for the chrome plated bar
market.

CONCLUSION

Milltech considers the below facts are established:

e Milltech has experienced injury over a number of years, including during the investigation
period;

e in each of those periods, that injury has been material in nature;

e chrome bars from Romania have been imported in significant volumes for several years,
including during the investigation period;

e chrome bars from Romania have caused material injury to Milltech over the injury analysis
period and during the investigation period;

e chrome bars from Romania were dumped during the investigation period.

Consequently, when all things are considered, the requirements for a dumping duty notice have been

satisfied, as Milltech has suffered material injury caused by dumped chrome bars exported to

" http://www.rba.gov.au/publications/bulletin/2014/dec/1.html accessed 27 May 2016
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Australia from Romania, which have been dumped in significant volumes into Australia at substantial

dumping margins during the investigation period.

There is a direct causal link between dumped imports and prices depression, loss of profits and loss
of profitability.

This injury has occurred through:
e price suppression;
e loss of profits;
¢ reduced (negative) profitability;
e |oss of sales;
e loss of market share;

e unacceptable capacity utilisation.

This injury is material, being neither immaterial, insubstantial, or insignificant, and being far greater
than what would occur in the normal ebb and flow of business. While Milltech accepts that some of its
injury has been caused by a market downturn and the import of completed hydraulic cylinders, it
submits that its performance in relation to like goods would be substantially better than it has been,

had it not been in direct competition with heavily dumped goods from Romania.
Some of the injury suffered by Milltech has been mitigated by its own actions of:
e reducing its CTMS; and
e making sales at significantly reduced (and unprofitable) prices to compete with Romanian

imports and be able to maintain some volume (though reduced).

This injury has occurred in the context of a shrinking market, magnifying the impact of the injury.

Fred Reis

Managing Director
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