5 Australian Government A N t| - D um p | n g
““ Department of Industry, Commission

Innovation and Science

ISSUES PAPER 2016/02

CHROME BAR EXPORTED TO AUSTRALIA FROM ITALY
AND ROMANIA (Case 319)

PURPOSE

The purpose of this issues paper is to outline the Anti-Dumping Commission’s
(Commission) reconsideration of the injury and causation analysis outlined in
Statement of Essential Facts 319 (SEF). The paper provides reasons why the
Commissioner is now satisfied, at this stage of the investigation, that chrome bar
exported from Romania at dumped prices caused the Australian industry to suffer
material injury and to invite further submissions from interested parties. Importantly,
the Commissioner still proposes to terminate this investigation against Italy, as
outlined in the SEF.

This issues paper reflects the Commission’s continued consideration of evidence and
the Commission’s consideration of a submission from Milltech Pty Ltd (Milltech — the
applicant in this investigation) in response to the Commissioner’s SEF released on
19 May 2016.

This issues paper should be read in conjunction with the SEF.

The Commissioner will have regard to submissions received in response to this
issues paper, provided they are received no later than 25 July 2016. Subject to
further submissions made in response to this issues paper, the Commissioner
intends to rely on the analysis and conclusions presented in this report in making his
recommendation to the Assistant Minister for Science and Parliamentary Secretary to
the Minister for Industry, Innovation and Science (Parliamentary Secretary).!

Interested parties making a submission should attach relevant evidence to support
any views expressed in their submissions. A non-confidential version of submissions
must be provided. Submissions should be provided preferably by email to
operations4@adcommission.gov.au or by mail to:

Director Operations 4
Anti-Dumping Commission
GPO Box 1632

Melbourne VIC 3001

The Commission has maintained a public record for the investigation, which is
available at http://www.adcommission.gov.au.

1 On 23 December 2014, the then Minister for Industry and Science delegated his powers and functions under Part XVB of the
Customs Act 1901 to the Parliamentary Secretary to the Minister for Industry and Science. On 20 September 2015, the
Department of Industry and Science became the Department of Industry, Innovation and Science. The titles of the Minister and
Parliamentary Secretary also changed to the Minister for Industry, Innovation and Science, and the Parliamentary Secretary to
the Minister for Industry, Innovation and Science. On 20 September 2015, the Prime Minister appointed the Parliamentary
Secretary to the Minister for Industry, Innovation and Science as the Assistant Minister for Science.
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PUBLIC RECORD

STATUS OF THE INVESTIGATION

On 9 May 2016, the Commissioner published a SEF in relation to its investigation
into the alleged dumping of chrome-plated steel bar (chrome bar) exported to
Australia from Italy and Romania following an application by Milltech. The SEF
indicated that the Commissioner proposed to terminate the investigation subject to
submissions received in response to the SEF. The SEF proposed to terminate this
investigation on different grounds for imports from Romania and lItaly.

In respect of Romania, the Commissioner proposed to terminate the investigation
under subsection 269TDA(13) of the Customs Act (1901) (the Act), subject to
submissions received, on the basis that the injury to the Australian industry was
negligible.

In the SEF, the Commissioner also indicated that he proposed to terminate the
investigation in respect of the only Italian exporter that exported chrome bar to
Australia in the investigation period, Stelmi S.p.A (Stelmi), under subsection
269TDA(1)(b)(i) of the Act on the basis of the finding that exports by Stelmi were not
dumped. The SEF also indicated that the Commissioner proposed to terminate the
investigation in respect of Italy under subsection 269TDA(3) of the Act on the basis
that the volume of dumped goods exported from Italy to Australia is negligible (being
less than 3 per cent of the total Australian import volume).

The Commission received one submission in response to the SEF, which was from
Milltech. In its submission, Milltech focused on aspects of the Commission’s analysis
on injury and causation.

The Commission has considered Milltech’s submission, including new evidence and
information. The Commission has reconsidered its injury and causation analysis and
this issues paper provides a more fulsome description of this analysis. Subject to
further submissions, this revised analysis will form the basis for the final report.

Milltech’s submission is available on the public record at
http://www.adcommission.gov.au.

On 22 June 2016, the Parliamentary Secretary extended, under subsection
269ZHI(3) of the Act, the deadline for the Commissioner to provide the final report.
The final report is now due to be provided to the Parliamentary Secretary on

6 August 2016. As 6 August 2016 falls on a Saturday, the effective due date for the
final report will be the next business day, being 8 August 2016.

ANALYSIS OF INJURY AND CAUSATION

Approach to injury and causation analysis

In its submission in response to the SEF, Milltech claimed that the Commission’s
injury analysis has been too narrow in scope, as it appears to have focused
exclusively on movements and trends of economic indicators within the investigation
period only, and did not compare those indicators to trends across the injury analysis
period, which commenced on 1 July 2011.

As noted in the Commission’s Dumping and Subsidy Manual, before the
Commissioner can make a recommendation to the Parliamentary Secretary that
action be taken against dumped or subsidised goods, the Commission must
demonstrate that the Australian industry producing like goods has been injured and
that injury has been caused by the dumped (or subsidised) goods.
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Importantly, while the Ministerial Direction on Material Injury 2012 notes that dumping
or subsidisation does not need to be the only cause of injury, the Commission cannot
attribute injury caused from other factors to the dumped or subsidised goods.

As such, the Commission uses the injury analysis period to consider the economic
performance of the Australian industry. This analysis assists the Commission in
identifying whether there are other causes of injury.

Further, analysing underlying trends in the injury analysis period assists the
Commission with its ‘coincidence’ analysis, the most common approach used in
establishing causation. Critically, however, the Commission may only establish a
causal link between dumped imports and material injury in circumstances where
indicators of material injury are identified as being present during an investigation
period in which dumped goods are found to be exported to Australia.

Given this focus, the SEF for this investigation included analysis of both the injury
analysis and the investigation periods. However, in light of Milltech’s submission the
Commission has revisited its analysis.

In the analysis that follows, the Commission has examined the injury analysis period
for the purposes of assessing the economic condition of the Australian industry. It
has done so by examining a range of injury indicators over the period from

1 July 2011 to 30 September 2015. The charts shown below in relation to the injury
indicators are set out in relation to five periods — FY2012; FY2013; FY2014; FY2015
and the investigation period. The last two periods contain data overlap in that they
both contain data for the quarters ending December 2014; March 2015; and

June 2015.2

The Commission then sets out its causation analysis which includes an examination
of the Australian industry’s performance within the investigation period, whether
injury, if any, has been caused by dumping, and whether that injury, if any, is
material.

The Commission considers this approach to analysis of injury and causation to be
consistent with its established policy and practice.

Economic condition of the industry

Price indicators

Price depression occurs when a company, for some reason, is forced to lower its
prices. Price suppression occurs when price increases, which otherwise would have
occurred, have been prevented.

In the SEF, the Commission found that Milltech suffered price depression and price
suppression over the injury analysis period.

Figure 1 shows the Commission’s reconsideration of its injury analysis in respect to
price. It indicates that Milltech’s weighted average net unit prices have declined over
the first four years of the injury analysis period, but then increased slightly in the
investigation period. Figure 1 also demonstrates that Milltech’s unit costs to make and

2 The Milltech data was only available in quarters for the period from July 2014 to September 2015. The absence of quarterly
data prior to this period prevented the Commission from examining four one-year periods that end with the investigation period.
In these circumstances, the Commission has retained its analysis of four consecutive financial years and then provided an
additional one-year observation for each injury indicator that is measured specifically for the investigation period.
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sell per tonne have fluctuated over the injury analysis period — increasing sharply at
the start of the injury analysis period before declining in FY2013 and then slowly rising
again over the remainder of the injury analysis period and the investigation period. In
FY2013, Milltech incurred a negative margin between prices and costs that increased
over the remainder of the injury analysis period.

Milltech's domestic unit price and unit CTMS
(AUD/tonne)

—

FY 2012 FY 2013 FY 2014 FY 2015 IP (Oct 2014 - Sep 2015)

e Uniit CTMS = Unit Price

Figure 1: Milltech’s unit selling price and unit cost to make and sell for chrome bars (Source:
verified data provided by Milltech)

In reconsidering the price indicators in the context of the entire injury analysis period,
the Commission has found that Milltech has experienced price depression. Further,
the Commission has found that since FY2012, the margin between unit price and unit
cost to make and sell has become negative and increasingly so. As such, the
Australian industry has suffered price suppression.

The Commission considers that Milltech has suffered injury in the forms of price
depression and price suppression.

Sales volume

In the SEF, the Commission found that over the injury analysis period, Milltech’s
domestic sales volumes of like goods fell by approximately one third and that it
suffered injury in the form of lost sales volume over the injury analysis period.

Figure 2 shows the Commission’s reconsideration of its injury analysis. It indicates
that Milltech’s sales volumes fluctuated, in a downward trend, over the injury analysis
period.
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Milltech's domestic sales volume (t)

FY 2012 FY 2013 FY 2014 FY 2015 IP (Oct 2014 - Sep 2015)

Figure 2: Milltech’s sales of chrome bars by volume (Source: verified data provided by Milltech)

In reconsidering the sales volume indicator in the context of the entire injury analysis
period, the Commission has found that Milltech’s total sales volume for the
investigation period was lower than in any other year during the injury analysis
period.

As such, the Commission considers that Milltech has suffered injury in the form of
reduced sales volumes.

Market share

In the SEF, the Commission found that Milltech had not suffered injury in the form of
lost market share.

Figure 3 shows the Commission’s reconsideration of its injury analysis. This graph
includes data from another commercial manufacturer of chrome bar, Martensite Pty
Ltd. Martensite ceased trading in February 2015. Figure 3 indicates that the
Australian industry’s market share grew from FY2012 to FY2014, and, while it
declined thereatfter, its market share remained higher than at the beginning of the
injury analysis period. Milltech’s market share reflected the trend of the Australian
industry as a whole.

Chrome bar market share

FY 2012 FY 2013 FY 2014 FY 2015 IP{Oct 2014 - 5ep 2015)

® Total Australian industry sales  ® Imports - Italy ~ ®Imports - Romania  ® Imports - all other countries

Figure 3: Australian chrome bar market shares by volume (Source: verified data provided by
Milltech, importers, exporters and DIBP data)
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The Commission remains satisfied that, in the context of the entire injury analysis
period, Milltech has not suffered injury in the form of lost market share.

Profits and profitability

In the SEF, the Commission found that the Australian industry has suffered injury in
the form of loss of profits for like goods in the injury analysis period.

In its submission in response to the SEF, Milltech claims that, in determining the
materiality of the profit and profitability injury that it has suffered, it is useful to
qguantify the cumulative loss in the investigation period. During the investigation
period, Milltech made a cumulative loss of approximately $450,000.3

The Commission concurs that Milltech did suffer a cumulative loss in relation to its
sales of chrome bar in the investigation period.

Figure 4 shows the Commission’s reconsideration of its injury analysis. It indicates
that Milltech made a profit on its sales of chrome bar in FY2012 and then it incurred a
loss in FY2013 and all subsequent years in the injury analysis period. The amounts
of Milltech’s yearly losses decreased from FY2014 to FY2015, but in the investigation
period, Milltech experienced its largest loss for the whole injury analysis period.

Milltech's domestic profit
(AUD/tonne)

FY 2012 FY 2013 FY 2014 FY 2015 IP (Oct 2014 - Sep 2015)

Figure 4: Milltech’s profit for chrome bars (Source: verified data provided by Milltech)

In the SEF, the Commission found that the Australian industry has suffered injury in
the form of reduced profitability (unit profit measured as a percentage of unit
revenue) in the injury analysis period.

Figure 5 shows the Commission’s reconsideration of its injury analysis. It indicates
that Milltech’s had a positive profitability rate in FY2012 and then it incurred a
negative rate in FY2013 and the negative rate increased in all subsequent years in
the injury analysis period.

3 This figure derives from the Commission’s injury analysis, but is referenced in Milltech’s confidential
submission in response to the SEF. Milltech has provided the Commission permission to make this
figure public.
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Milltech's domestic unit profitability
(AUD/tonne)
FY 2012 FY 2013 FY 2014 FY 2015 IP (Oct 2014 - Sep 2015)

Figure 5: Milltech’s unit profitability (Source: verified data provided by Milltech)

The Commission considers that Milltech has suffered injury in the forms of reduced
profits and reduced profitability.

Other relevant economic factors

The Commission has considered the following economic indicators in addition to the
injury factors above.*

Revenue

In the SEF, the Commission found that Milltech’s revenue from sales of like goods
decreased from FY2012, but remained relatively stable since that time and, on
balance, the Australian industry has suffered injury in the form of reduced revenue in
the injury analysis period.

Figure 6 shows the Commission’s reconsideration of its injury analysis. It indicates
that Milltech’s revenue from sales of like goods has generally been in decline since
FY2012.

4 Milltech provided the Commission with data on a financial year basis only in respect of employment and capacity utilisation. All
data provided by Milltech has been verified by the Commission.
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Milltech's domestic sales revenue

—

FY 2012 FY 2013 FY 2014 FY 2015 IP (Oct 2014 - Sep 2015)

Figure 6: Milltech’s revenue of like (Source: Verified data from Milltech)

As such, the Commission considers that Milltech has suffered injury in the form of
reduced revenue.

Capacity utilisation

The SEF stated that Milltech had not suffered injury in the form of reduced capacity
utilisation. However, the Commission notes that capacity utilisation declined during
the injury analysis period. Due to Milltech investing in its continuous chroming

technology, Milltech’s capacity for chrome bar production increased.” However,
production volumes have not correspondingly increased as sales volumes have
fallen. Milltech claimed in its submission that low capacity utilisation is a significant
indicator of injury as the company made a significant investment, but low sales
volumes have prevented a reasonable capacity utilisation of the chrome bar plant.
Figure 7 indicates that Milltech’s utilisation of production capacity to produce like
goods decreased from FY2012, but remained relatively stable since that time.

Sin 2013, Milltech purchased the first continuous chroming line to replace immersion tanks for chroming. Milltech purchased a
second continuous chroming line in 2015.

Chrome bar issues paper Page 8



PUBLIC RECORD

Capacity Utilisation - like goods (%)

FY 2012 FY 2013 FY 2014 FY 2015

Figure 7: Milltech’s capacity utilisation (Source: Verified data from Milltech)

The Commission considers that Milltech has suffered injury in the form of reduced
capacity utilisation.

Employment

The SEF stated that Milltech has suffered injury in the form of reduced employment.

Figure 8 indicates that the number of people it employs in the production of like goods
has declined over the injury analysis period.

Employment - like goods

\

FY 2012 Fy 2013 FY 2014 FY 2015

= Employment - persons

Figure 8: Milltech’s employment level producing like goods (Source: Verified data from
Milltech)

The Commission considers that the Australian industry has suffered injury in the form
of reduced employment.

CAUSATION
While the Commission has observed that the Australian industry has suffered injury

in the forms of price depression, price suppression, reduced sales volume, reduced
capacity utilisation, reduced employment, reduced sales revenue, reduced profits
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and reduced profitability, the Commissioner is unable to make recommendations to
the Parliamentary Secretary that measures be imposed until he is satisfied that
material injury has been caused by the dumped goods. Given the Commission has
not found exports of chrome bar from Italy were at dumped prices, the Commission’s
causation analysis focuses on whether the injury has been caused by dumped
imports of chrome bar from Romania.

Subsection 269TAE(1) of the Act outlines the factors that the Parliamentary
Secretary may take into account in determining whether material injury to an
Australian industry has been, or is being, caused or threatened by dumped exports to
Australia.

The Commission has analysed the following factors in assessing the causal link
between the dumped imports from Romania and injury suffered by the Australian
industry:

e size of the dumping margins;

e price undercutting;

e price effects,

e volume effects;

e profit effects, and,;

e other possible causes of injury.
Size of the dumping margins
Subsection 269TAE(1)(aa) of the Act provides that the Parliamentary Secretary may
have regard to the size of each of the dumping margins, worked out in respect of
goods of that kind that have been exported to Australia. If the dumping margins are

at two per cent or below, they are considered negligible and the Commissioner is
required to terminate the investigation.

The Commissioner’s assessment of dumping margins for chrome bar exported from
Romania is set out in Table 1:

ROMANIAN EXPORTER / MANUFACTURER DUMPING MARGIN
ASO Cromsteel 22.4%
Nimet srl 35.3%
All Other Romanian Exporters 66.9%

Table 1: Dumping margins for exports from Romania
These dumping margins are above two per cent and, as such, are not negligible.

The Commission considers that the magnitude of dumping provided exporters with
the ability to offer chrome bar at lower prices than would otherwise have been the
case, and that this enabled importers of chrome bar to have a competitive advantage
in terms of price compared to the Australian industry. The lower prices offered by
exporters became apparent through the Commission’s price undercutting analysis,
outlined below.
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Price undercutting

The Commission conducted price undercutting analysis to determine whether dumped
chrome bar exported from Romania undercut the Australian industry’s prices. The
Commission has undertaken this analysis on the selling price of chrome bar occurring
under similar terms and conditions of sales. The Commission’s price undercutting
analysis is a major component in its broader causation analysis.

As a first step, the Commission compared Milltech’s chrome bar prices to prices of
chrome bar exported from Romania which have been found to be dumped. This step
can determine whether Milltech’s chrome bar prices have been undercut by dumped
imports.

The Commission then compared Milltech’s prices with both undumped imports from
Italy and imports from other countries. This analysis can assist in determining
whether the Romanian exporters are price setters in the market, or whether Milltech’s
prices were undercut by other competitors.

Finally, the Commission then compared Romania’s prices to Milltech’s prices by
factoring in the respective dumping margins for each Romanian exporter. This
involved adding the dumping margins to the weighted average prices. This would
assist in determining the significance of the competitive advantage on price that has
been afforded to importers of the Romanian goods because of the dumping.

The Commission’s methodology for analysing price undercutting aims to compare
verified selling prices of importers to selling prices achieved by the Australian
industry under the same conditions. Milltech and the importers of the goods from
Romania sell on different levels of trade (such as free on board (FOB) or free into
store (FIS)). Some of these importers undertake further processing of chrome bar, by
cutting it to specified lengths, rather than selling just by weight or diameter. Milltech’s
customers are distributors, and these distributors may also be importers of the goods
from Italy and Romania. The distributors then sell the Australian or imported chrome
bar to end-users.

The Commission accounted for different grades of chrome bar when conducting price
undercutting analysis. The Commission compared the two main grades of chrome
bar (1045 and 4140) as well as other models to minimise the potential for any price
differences that may distort price comparisons, such as those resulting from different
product mixes. The Commission notes that, in addition to steel grade, the product
characteristic of induction hardening also influences the price.

Comparison of Cromsteel’s prices to Milltech

The Commission compared Milltech’s prices to the prices of chrome bar from the
major Romanian exporter over the investigation period, Cromsteel. Cromsteel
exports accounted for the majority of Romanian imports of chrome bar by volume
over the investigation period. Milltech’s chrome bar sales are at the FIS level, and so
the Commission adjusted Cromsteel’s prices to be at the same level of trade as
Milltech. The Commission used verified data from Romanian exporters and verified
data from importers to derive prices of imported chrome bar to the FIS level.

Cromsteel and Milltech did not sell chrome bar during every month of the
investigation period. Therefore, this comparison analysis concentrates on the
common months of sale over the investigation period.

The Commission’s analysis demonstrated that selected grades and models of
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chrome bar sold by Cromsteel to common customers undercut Milltech by significant
margins in all months that both companies sold comparable products during the
investigation period. This analysis is contained in Confidential Appendix 1.

Comparison of Nimet's prices to Milltech and Cromsteel

The Commission also conducted price undercutting analysis by the second
Romanian exporter, Nimet.

As with the above analysis, the Commission compared Milltech’s prices and Nimet's
prices at the same level of trade. The Commission used verified data from Nimet, but
it did not have any verified data from importers. There were no common customers
between Milltech and Nimet.

The Commission’s analysis found that over the investigation period, Milltech’s prices
for each steel grade of chrome bar were undercut by Nimet, although Nimet’s imports
of chrome bar into the Australian market was small in terms of volume.

Comparison of Italian and other exporters to Romanian and Milltech prices

The Commission also analysed price undercutting by other exporters of chrome bar
in the market. The analysis was conducted in two stages. The Commission
compared the prices of all exporters of chrome bar within the investigation period to
determine the lowest price in the market.

Using Department of Immigration and Border Protection (DIBP) data, and verified
data from Italian and Romanian exporters, the Commission compared prices of
imported goods at FOB level from all major exporting countries during the
investigation period.

Figure 9 indicates that in three of four quarters in the investigation period, the FOB
prices of chrome bar — for all exporters and all grades — exported from Romania were
lower than those from all other countries. The Commission also found that the
weighted average FOB prices of chrome bar exported from Romania for the entire
investigation period were lower than those from all other countries. This analysis
indicates that the Romanian exports were generally the lowest export prices in the
investigation period and, when taking into account the magnitude of the undercutting
and the market share of those goods in Australia, it is likely that the prices of the
dumped goods from Romania influenced the prevailing market prices in Australia in
the investigation period.
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FOB export unit prices
(AUD/tonne)

e
]
Oct 2014 - Dec 2014 Jan 2015 - Mar 2015 Apr2015 - Jun 2015 Jul 2015 - Sep 2015
=——ROMANIA  =———ITALY =——=NETHERLANDS —@=—TAIWAN PROVINCE OF CHINA  =——CHINA

Figure 9: Comparison of imported chrome bar prices (Source: DIBP data base, verified data from
Stelmi, Cromsteel and Nimet)

Comparison of Italian and Romanian prices with Australian prices

The Commission compared Romanian and Italian chrome bar prices in Australia to
Milltech’s prices over the investigation period. This comparison of quarterly weighted
average prices for the two main grades of steel — 4140 and 1045 — are shown in
Figures 10 and 11 respectively.

The Commission found there was consistent undercutting of Milltech’s prices by
Stelmi over the investigation period.

The Commission also found that Cromsteel's prices were consistently lower than
those of both Milltech and Stelmi from Italy apart from one exception for 1045 grade
steel in the first quarter of the investigation period. Sales by Nimet only occurred in
two quarters of the investigation period. Nimet’s prices undercut Milltech’s in both of
those quarters.

Grade 4140 - Free into store unit prices
(AUD/tonne)

= Milltech
——Stelmi

= Cromsteel

Oct 2014 - Dec 2014 Jan 2015 - Mar 2015 Apr 2015 - Jun 2015 Jul 2015 - Sep 2015

Figure 10: Comparison of free into store unit prices for 1045 grade steel chrome bar (Source:
verified data provided by Milltech, importers and Cromsteel)
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Grade 1045 - Free into store unit prices
(AUD/tonne)

— Milltech

Stelmi

= Cromsteel

— Nimet

Oct 2014 - Dec 2014 Jan 2015 - Mar 2015 Apr 2015 - Jun 2015 Jul 2015 - Sep 2015

Figure 11: Comparison of free into store unit prices for 4140 grade steel chrome bar (Source:
verified data provided by Milltech, importers, Nimet and Cromsteel)

Findings

The Commission has found that chrome bar exported from Romania at dumped
prices was, in all cases except for one grade in one quarter, the cheapest in the
Australian market during the investigation period and undercut Milltech’s prices
across all grades and models in the investigation period. The Commission considers
that the price differential between chrome bar exported from Romania at dumped
prices, and all other chrome bar sold in the Australian market, has allowed importers
of Romanian chrome bar to be price setters and to influence the prevailing market
prices in Australia.

The Commission has also found that when the amount of dumping margin is added
to the price of chrome bar exported to Australia from Romania, the price in Australia
of chrome bar exported from Romania in many instances would not have undercut
Milltech’s prices. This analysis indicates that the magnitude of the dumping margin
was a significant factor in allowing the dumped goods to be sold in Australia at prices
that undercut Milltech’s prices and that exerted significant downward pressure on
Milltech prices.

Further details of the Commission’s price undercutting analysis are at Confidential
Appendix 1.

Price effects

The Commission analysis in this issues paper has found that Milltech has suffered
injury in the form of price depression and price suppression.

As noted above and in the SEF, the Commission has found that the Australian
chrome bar market is price sensitive with price being an important, but not the only,
factor affecting purchase decisions. These other factors include quality, the range of
models available (including steel grade and diameters) and the ability to purchase
complementary products like tube also affect whether importers choose Australian
chrome bar or imported chrome bar.

Milltech has asserted and provided evidence that import price offers and movements
in the price of import offers are used by buyers to negotiate prices with Milltech. This
was verified during the Australian industry visit by the Commission. The Commission
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has found that buyers of chrome bar can make purchases either from the Australian
industry or from overseas, and can switch suppliers easily. The Commission has also
found that end-users can purchase chrome bar from Australian and imported sources
simultaneously.

On 26 April 2016, Milltech provided a submission concerning price effects in the
chrome bar market. Milltech made similar comments in its submission in response to
the SEF. Both submissions provided examples of price negotiations between Milltech
and its customers, highlighting how Milltech’s prices have been undercut during the
investigation period. The evidence highlights how Milltech’s prices have been
influenced by Romanian prices. The submission supports the claim that Milltech was
responding to price competition by reducing its own prices. Milltech’s examples are
listed at Confidential Attachment 1.

In the SEF and as shown in figure 12 below, the Commission found that Milltech’s
unit price has remained steady throughout the investigation period. While prices have
remained steady throughout the investigation period, they still remain lower than unit
cost throughout the investigation period. This indicates that during the period,
Milltech suffered injury in the form of price suppression.

Milltech's unit price and unit CTMS
(AUD/tonne)

Q1 Q2 Q3 Q4

Investigation period

Unit price Unit CTMS

Figure 12: Milltech’s unit price and CTMS over the investigation period (Source: verified data
provided by Milltech)

The Commission considers that Milltech was forced to respond to price undercutting
from dumped imports from Romania by maintaining low and suppressed prices in
order to remain competitive and to maintain sales and production levels. Further, the
Commission considers that Milltech would have been able to increase its prices in
the absence of competition from chrome bar exported from Romania at dumped
prices. This supports the finding that Milltech suffered injury caused by dumping in
the form of price suppression.

In regard to price depression, Milltech’s submissions included evidence that when
negotiating sales with a major customer, its sales prices declined over a 12 month
period for long-term orders. Milltech provided evidence of one sale that occurred
before the investigation period, and one that occurred within the investigation period,
noting Milltech was not able to maintain its prices between the two points in time.

The Commission also notes that Milltech’s prices have been trending downwards
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since the beginning of the injury analysis period. The Commission cannot determine
whether dumping occurred prior to the investigation period. However, in the context
of the longer term trend of falling prices, the Commission considers it reasonable to
find that Milltech was forced to respond to price undercutting and price pressure from
dumped imports from Romania by lowering its prices in the investigation period,
relative to earlier years. The Commission also considers it reasonable to find that
Milltech was forced to maintain those depressed prices throughout the investigation
period in order to remain competitive and to maintain sales volume and production
levels.

The Commission has found that chrome bar exported from Romania at dumped
prices that undercut and exerted downward pressure on Milltech’s prices caused
Milltech to suffer injury in the form of price depression and price suppression.

Sales volumes
In the SEF, the Commission found that Milltech’s sales volumes increased during the

investigation period, and therefore did not find injury. This trend is demonstrated in
Figure 14.

Milltech's domestic sales volume (t)

Ql Q2 Q3 Q4
Investigation period

Figure 14: Milltech’s sales volumes over the investigation period (Source: verified data provided by
Milltech)

In its submission in response to the SEF, Milltech claimed that in order to realise the
levels of sales volumes that it has been able to achieve during this period, it has
been forced to heavily reduce its prices of chrome bar, so as to be competitive on
price with imports.

The Commission considers that it is reasonable to attribute the improvement in sales
volume during the investigation period to two factors. The first factor is Milltech’s
need and willingness to maintain lower prices in order to compete with dumped
chrome bar that was undercutting its prices. If Milltech increased its prices, it would
have had lower sales and thereby would have also lost market share. Secondly, the
other Australian manufacturer of chrome bar ceased trading in February 2015, which
is the second quarter of the investigation period. The Commission considers it
reasonable to attribute some of the increase in sales after this time to Milltech gaining
sales from its former competitor.

The Commission considers that the exports of chrome bar from Romania at dumped
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prices have caused Milltech to lose some sales volume, despite Milltech increasing
its sales volumes in the investigation period as a result of maintaining lower prices.
Therefore, the Commission considers Milltech experienced injury in the form of
reduced sales volumes.

Profit

The Commission notes that Milltech’s profit and profitability declined sharply from
FY2012 to FY2013, as demonstrated by Figures 4 and 5. This decline in profit and
profitability is correlated with the fall in the size of the chrome bar market over the
same period. The Commission considers it reasonable to consider that this fall in the
market was also a cause of the injury in profit and profitability. This analysis is
expanded below in the ‘Other causes of injury section’.

While profit and profitability declined over the injury analysis period, the SEF
observed that Milltech’s profit and profitability increased during the investigation
period, though still remained negative. These trends are shown in Figures 15 and 16.

Milltech's Profit - Like Goods

Oct 2014 - Dec 2014 lan 2015 - Mar 2015 Apr 2015 - Jun 2015 Jul 2015 - Sep 2015

Figure 15: Milltech’s profit for like goods over the investigation period (Source: verified data
provided by Milltech)

Milltech's Profitability - Like Goods

Oct 2014 - Dec 2014 Jan 2015 - Mar 2015 Apr 2015 - Jun 2015 Jul 2015 - Sep 2015

Figure 16: Milltech’s unit profitability for like goods over the investigation period (Source: verified
data provided by Milltech)
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The Commission has established above that the dumping allowed the Romanian
goods to undercut, and to exert downward pressure on, Milltech’s prices such that
Milltech experienced price depression and price suppression caused by that
dumping. The Commission has also established above that dumping has caused
Milltech to experience reduced sales volumes. As a consequence, these adverse
price and volume effects caused by dumping have also caused Milltech to
experience reduced profits and profitability, which can also be attributed to the
dumping.

The Commission notes that a significant reason for Milltech’s improving profit and
profitability indicators during the investigation period was the company’s reduction of
costs. Milltech’s costs for chrome bar fell significantly during the investigation period.
This was because of the installation and operation of its two continuous chroming
lines. However, Milltech’s unit CTMS remains on an upward trend in the context of
the entire injury analysis period, as demonstrated in Figure 1, and the CTMS in the
investigation period is not below unit price, meaning Milltech is unable to make a
profit.

The Commission considers that the exports of chrome bar from Romania at dumped
prices have caused Milltech to experience injury in the forms of reduced profit and
profitability.

Injury caused by factors other than dumping

In the SEF, the Commission referred to three potential other causes of injury to
Milltech. These were undumped goods from Italy, importation of finished hydraulic
cylinders, and the declining market for chrome bar. Two of those factors were
explored in detail in the SEF in relation to the size of the Australian market — finished
hydraulic cylinders and the mining downturn.

Undumped goods from Italy

The Commission has found in its price undercutting analysis that the Italian exporter,
Stelmi’s, prices undercut those of Milltech, but not by as much as both Romanian
exporters’ prices. This was despite the finding that Stelmi’s exports of chrome bar to
Australia were not dumped during the investigation period.

The Commission has also found that Stelmi's market share for chrome bar remained
stable in FY2012 and FY2013. It contracted sharply in FY2014, and then recovered

in FY2015.°

In addition to the price undercutting finding, the Commission considers that there are
two other reasons that may explain Stelmi’s performance in the Australian market.
First, importers often have a preference to purchase chrome bar from suppliers that
can also supply the tubes with which chrome bar is used in the manufacture of
hydraulic and pneumatic equipment. This allows importers to reduce their freight and
importation costs per unit of chrome bar and provides them with a competitive
advantage over the Australian industry which does not supply the tubes.

Second, both Milltech and some importers acknowledged that Italian chrome bar is of
good quality, and is often superior in quality to Romanian chrome bar. The
Commission has not received any submissions concerning the quality of chrome bar

6 See section 6.4.2 of the SEF
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from respective manufacturers. However, the perceived quality of Stelmi’'s chrome
bar at a low price is likely to have contributed to it maintaining significant volumes
and market share during the investigation period.

The Commission considers that chrome bar exported from Italy at undumped prices
is a secondary factor influencing prices in the Australian chrome bar market when
compared to the impact of dumped chrome bar from Romania, which undercut all
other suppliers, including Stelmi from Italy. The Commission considers that
undumped chrome bar from Italy may have contributed to the injury experienced by
the Australian industry.

Declining market for chrome bar

The Commission notes that the size of the market for chrome bar has fallen
significantly in volume terms from FY2012 to FY2013, then fell slightly again in
FY2014 before stabilising in FY2015. The chrome bar market is shown at Figure 17
below.

Total Australian Market (t)

FY 2012 FY 2013 FY 2014 FY 2015

m Total Imports  m Australian Industry sales

Figure 17: Size of the chrome bar market (Source: DIBP import data and verified data provided by
Milltech)

In the SEF, the Commission identified two factors that likely caused the decline in the
chrome bar market. These were imports of finished hydraulic cylinders, and the
downturn in capital investment in the mining sector.

Finished hydraulic cylinders

During visits to importers of chrome bar, the Commission noted that importers
indicated that the market for fully assembled hydraulic cylinders is one of the factors
responsible for the decline in the size of the Australian chrome bar market. Chrome
bar is one component of a hydraulic cylinder, the other being a tube. The
Commission has found that end-users are able to source hydraulic cylinders direct
from overseas at cheaper prices than purchasing bar and tube from distributors in
Australia.

Milltech contended in its submission in response to the SEF that sales of chrome bar
exported from Romania at dumped prices are the main source of the injury that it has
experienced. Milltech acknowledged that other factors, such as the importation of

finished hydraulic cylinders may have contributed to the market downturn for chrome
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bar.

The Commission has not been able to obtain sufficient information about the
hydraulic cylinder market in Australia to determine whether this issue has, or has not,
caused injury to Milltech. There have been no submissions made to the Commission
concerning the performance of the hydraulic cylinder market or its impact on the
chrome bar market. As such, the Commission is unable to assess whether and to
what degree any injury was caused by imports of fully assembled hydraulic cylinders.

Investment in the mining sector

In its submission in response to the SEF, as well as in its application and during the
visit by the Commission, Milltech claimed any price and volume effects as a result of
falling investment in the mining sector were offset by demand from other industries
The only evidence Milltech provided to substantiate its claim was a Reserve Bank of
Australia chart of private non-mining investment. However, using this graph, the
Commission notes that non-mining investment in machinery and equipment since
2012, according to the graph, is showing a downwards trend. This does not
conclusively support Milltech’s claim that it been able to make up sales lost due to
the mining downturn by turning to other industrial sectors.

Other industries, while not in a downturn as defined by the RBA, have reduced
investment in capital equipment and machinery. This may have also contributed to
reduced demand and lower prices in the chrome bar market. Conversely, if demand
for chrome bar in the Australian market had remained steady, it is reasonable to
assume that if all other factors, including dumping, were constant, prices of chrome
bar achieved by Milltech and importers may have been higher than otherwise.
Neither scenario precludes the possibility that price undercutting by dumped chrome
bar from Romania results in Milltech achieving lower prices, volumes, profitability and
profits because of dumping.

Findings

The Commission considers that the decline in the chrome bar market is likely to have
been a factor contributing to limitations on Milltech achieving higher prices, volumes,
profitability and profits, and that this has contributed to the injury suffered by Milltech.
However, the Commission notes that the main decline in the chrome bar market
occurred in FY2013, and since then, the size of the market has stabilised. Milltech
has continued to suffer injury in the form of reduced sales volumes, price
suppression, price depression and reduced profit and profitability despite the market
stabilisation.

Non-Injurious Price

The Commission has not received any submissions from interested parties in relation
to the non-injurious price (NIP). The NIP is relevant to subsection 8(5B) of the
Customs Tariff (Anti-Dumping) Act 1975 which requires consideration of the
desirability of fixing a lesser amount of duty if sufficient to remove injury to the
Australian industry (the lesser duty rule). The Commission also utilises the NIP as an
additional test to establish whether there is a causal link between the alleged
dumping and material injury by comparing the NIP to the weighted average export
prices, as set out below.

The Commission has found that the NIP can be determined by setting the
unsuppressed selling price (USP) equal to Milltech’s cost to make and sell during the
investigation period, uplifted by profit from Milltech for the FY2012 period, a period
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claimed by the Australian industry to be unaffected by dumping. In order to calculate
the NIP, the Commission has deducted from the USP amounts for overseas freight,
insurance, port charges, Customs charges and duty, into store costs, an importer
selling general and administrative expense, and an amount for importer profit.

The Commission has compared the NIP with the calculated weighted average normal
values of Cromsteel and Nimet, which have been found to be dumping. The
Commission has determined that the NIP exceeds the normal values of Cromsteel
and Nimet. As a result, the NIP should not be the operative measure for exports of
chrome bar from Romania.

The Commission has also compared the NIP with the calculated weighted average
export prices of Cromsteel and Nimet. The Commission has determined that the NIP
exceeds the export prices of Cromsteel and Nimet. This finding supports the
conclusion that dumped chrome bar exported to Australia from Romania has caused
material injury to the Australian industry.

THE COMMISSIONER’S ASSESSMENT

The Commission has found that:

e the Australian industry has suffered injury in the forms of:
price depression

price suppression;

reduced sales volume;

reduced profitability;

reduced profits.

reduced sales revenue;

reduced capacity utilisation; and

O O O 0O 0O o o o

reduced employment;

e all chrome bar exported to Australia from Romania in the investigation period was
at dumped prices where:

o the margins of dumping were not negligible; and
o0 the volume of dumped goods was not negligible;

e chrome bar exported from Romania at dumped prices undercut the Australian
industry’s prices;

e the NIP exceeds the export prices of Cromsteel and Nimet; and

e other factors including undumped goods from Italy and the declining market for
chrome bar may have caused injury to the Australian industry.

The Commissioner notes that the chrome bar market declined significantly during the
injury analysis period and this caused injury to the Australian industry.

As noted in the Ministerial Direction on Material Injury 2012, an industry that at one
point in time is healthy and could shrug off the effects of the presence of dumped
goods in the market, could at another time, weakened by other events, suffer
material injury from the same amount of dumping.
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Notwithstanding that the decline in the chrome bar market — which may have been
caused by a decline in investment in the mining sector or competition from imported
finished hydraulic cylinders — has caused injury to Milltech, the Commission found
that chrome bar exported from Romania at dumped prices undercut the Australian
industry’s prices, and caused injury to Milltech.

Dumped chrome bar from Romania allowed price undercutting and exerted
downward price pressure which in turn prevented the Australian industry achieving
and maintaining prices to cover its cost to make and sell chrome bar. The
Commissioner considers that, in some instances, the Australian industry has been
unable to match prices of the dumped product and has therefore lost sales volume
and revenue. Additionally, customers of the Australian industry have used prices of
chrome bar from Romania to negotiate lower prices from the Australian industry.
These factors have led to reduced volumes and prices and consequently reduced
profits and profitability.

As a result, the Australian industry suffered injury caused by dumping in the forms of
price depression, price suppression, reduced sales volume, reduced profitability,
reduced revenue and reduced utilisation of production capacity and failure to make a
profit on the production and sale of chrome bar. The cumulative loss of profit over the
investigation period was $450,000.

The Commissioner considers that these injury factors and their magnitude, are such
that when considered together, are material in degree and greater than that likely to
occur in the normal ebb and flow of business.

The other possible causes of injury discussed above highlight how the Australian
industry has experienced injury that was caused by factors other than dumped goods
exported from Romania. The Commissioner acknowledges that these other factors
may have caused injury to the Australian industry. However, the Commissioner notes
that the Ministerial Direction states that dumping need not be the sole cause of injury
to the industry, and therefore considers that aside from those other causes, dumped
goods exported from Romania were of a volume and price which, in isolation, caused
material injury to the Australian industry.

The Commissioner therefore considers that chrome bar exported from Romania at
dumped prices caused the Australian industry to suffer material injury.

Will dumping and material injury continue?

The Commission is of the view that exports of chrome bar from Romania in future may
be at dumped prices, and that continued dumping would cause further material injury
to the Australian industry.

Pursuant to subsection 269TG(2), where the Parliamentary Secretary is satisfied that
material injury to an Australian industry producing like goods has been caused by
dumping, anti-dumping measures may be imposed on future exports of like goods if
the Parliamentary Secretary is satisfied that the dumping and material injury may
continue.

The Commission’s dumping analysis found dumping margins between 22.4 per cent
and 66.9 per cent for chrome bar from Romania during the investigation period.

The Commission notes that forward orders exist for exports from Romania and that the
chrome bar exported from Romania has a significant market share and influence in the
Australian market.
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Further, the Commission has reviewed the Australian industry’s performance over the
injury analysis period and has made a finding that chrome bar exported at dumped
prices from Romania has caused material injury to the Australian industry.

The Commission considers that the continuation of price competition from dumped
imports from Romania is likely to have a continuing adverse impact on the Australian
industry in terms of causing adverse price, volume and profit effects.

Based on the available evidence, the Commission considers that exports of chrome
bar from Romania in the future will be at dumped prices and that continued dumping
is likely to cause further material injury to the Australian industry.

Form of measures

The methods that the Parliamentary Secretary may use to work out the amount of
dumping duty are prescribed in the Customs Tariff (Anti- Dumping) Regulation 2013.
They are:

e Combination of fixed and variable duty method;

e Floor price duty method,;

e Fixed duty method ($X per tonne); and

e Ad valorem duty method (i.e. a percentage of the export price).7

Forms of duty

In considering which form of duty to recommend to the Parliamentary Secretary, the
Commissioner has had regard to the published Guidelines on the Application of Forms

of Dumping Duty November 2013° (the Guidelines) and relevant factors in the chrome
bar market.

Fixed duty method

A fixed duty method operates to collect a fixed amount of duty — regardless of the
actual export price of the goods. The fixed duty is determined when the Parliamentary
Secretary exercises powers to ascertain an amount for the export price and the normal
value.

Floor price duty method

The floor price duty method sets a ‘floor’ — for example, a normal value of $100 per
tonne — and duty is collected when the actual export price is less than that normal value
of $100 per tonne. The floor price is either the normal value or the non-injurious price,
whichever becomes applicable under the duty collection system.

This duty method does not use an ascertained export price as a form of ‘floor price’ as
occurs with the combination and fixed duty methods.

7 Section 5 of the Customs Tariff (Anti- Dumping) Regulation 2013

8 Available at
http://adcommission.gov.au/accessadsystem/Documents/Forms%20and%20Guidelines/Guidelineformsofdumpingduty-
November2013.pdf
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Ad valorem duty method

The ad valorem duty method is one of the simplest and easiest forms to administer
when delivering the intended protective effect. It is duty applied as a proportion of the
actual export price of the goods.

Combination duty method

The combination duty comprises two elements: the ‘fixed’ element and the ‘variable’
duty element.

The fixed element is determined when the Parliamentary Secretary exercises powers
to ‘ascertain’ an amount (i.e. set a value) for the export price and the normal value.
This may take the form of either a fixed duty or an ad valorem on the ascertained export
price.

The variable component stems from a feature of this form of duty whereby, having
ascertained the export price for the purposes of imposing the dumping duty, if the
actual export price of the shipment is lower than the ascertained export price, the
variable component works to collect an additional duty amount (i.e. the difference
between the ascertained export price and the actual export price). It is called a
‘variable’ element because the amount of duty collected varies according to the extent
the actual export price is beneath the ascertained export price.

The Commission’s consideration

The proposed measures are recommended to be taken as an amount worked out in
accordance with the ad valorem duty method. Duties will be imposed in relation to the
goods exported to Australia from Romania at the rates specified in Table 1 of dumping
margins in this issues paper.

The Commissioner has had regard to the Guidelines and notes the following:

e chrome bar is prone to significant price variations over time as steel prices and
demand for chrome bar fluctuate; and

e chrome bar has several different models depending on steel grade, chromium
thickness and diameter. This means there is significant price variation between
models.

Further, the variance of chrome bar grades means that other forms of duty, especially
the combination duty, are disadvantageous, as multiple ascertained export prices
cannot be set for different grades. 9

Further, under the ad valorem duty method, as described in the Guidelines, export
prices may be lowered by exporters to avoid the effects of the duty. This is less
relevant in this investigation given the size of the dumping margins, the cost to the

9 Where the Parliamentary Secretary publishes a dumping duty notice, that notice must include a statement of the ascertained
normal value, ascertained export price and non-injurious price of the goods. The notice cannot specify different variable factors
for different sub-sets of the goods. This reflects the Federal Court of Australia decision in Panasia Aluminium (China) Limited v
Attorney-General of the Commonwealth [2013] FCA 870.
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exporters to lower prices by amounts equivalent to the magnitude of the dumping
margins to avoid the duty are considered to be prohibitive.
Proposed measures

The Commission recommends that interim dumping duties be calculated using the ad
valorem duty method).

The duty will be an amount calculated at the full dumping margins.
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