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By emait

Dear Sangeseta

Neumann Steel Pty Ltd
Comments regarding steel reinforcing bar investigation

As you k'now, we represent Neumann Steel Pty Ltd ("Neumann Steel”) in this matter.

Neumann Steel manufaciures and supplies concrete reinforcing steel cut and bent rebar,
reinforcement mesh, and other fabricated items, in the Australian market. In doing so, Neumann
purchases the majority of its steel reinforcing bar (“rebar”) from OneSteel Manufacturing Pty Ltd
("OneSteel") and supplements this supply with imports from Greece and Spain. As such Neumann
has significant insight into the operations of the Australian rebar market and the interaction between
the imports that are subject to this application and the goods sold by OneSteel,

Neumann Steel wishes to share those insights with the Commission, as now follows.

A Neumann Steel’s imports were not injurious to OneSteel.......covvviiiniiniinnninn: 1
B OneSteel has not suffered material INJUTY ..o sy 2
1 OneSteel’s loss of market share was Not iNJUIOUS ...ccovrerveercrceeccerenmmrcrrrmeennieas 3
2  OneSteel did not suffer from price injury as a result of imports ........cccovuneernee 4

3  Reduced capital investment and reduced return on investment were not
CAUSEA DY IMPOIES ceiei e e s s e re e e s s e nas 6

A Neumann Steel’s imporis were not injurious to OneSteel

Neumann Steel purchases the majority of its rebar requirements from CneSteel. However, rebar is an
intermediate goad, which is used in the production of a range of products required by the residential,
commercial and engineering construction sections, such as cages and prefabricated structures

{referred to here-on as "downsiream goods”). The OneSteel mills are the largest suppliers of rebar in
the Australian market, representing some 78% of rebar sold during the period of investigation ("POI").
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OneSteel's related entities are also the largest providers of downsiream goods in the downstream
markets.

It is not commercially viable for Neumann Steel to solely rely on ils largest competitor as a supplier of
the rebar that is the subject of this investigation. Inthe absence of any other Australian-produced
rebar, the only option is to secure supply from overseas producers. This requirement was particularly
the case during the POI, during which OneSteel was in veluntary admiristration for all but five days.
During this period there was absolutely no certainty as to whether OneSteel would continue to
oroduce or sell rebar in the short, medium or long-term, This represented a significant risk for
Neumnann Steel with respect to its production and supply obligations towards its own customers.

Having said that, Neumann Steel's imports during the POl amounted to only [CONFIDENTIAL TEXT
DELETED - number] tonnes, or [CONFIDENTIAL TEXT DELETED ~ number] of the Australian
market. This imporls were comprised of:

[CONFIDENTIAL TEXT DELETED - details of imports]

Therefore, Neumann Stee! does not believe its imports specifically have caused material injury to
CneSteel. Further supporting this conclusion is the fact that Neumann's purchases from OnesSteel
were higher inthe period of investigation then they had been in previous years:

[CONFIDENTIAL TEXT DELETED - historic rebar purchase volume]

In these circurnstances Neumann Steel does not believe there is a basis 1o suggest that CneSteel's
ioss of market share can be blamed upon imports from Greece and Spain. Furthermore,
[CONFIDENTIAL TEXT DELETED - number] of Neumann Steel's imports were of [CONFIDENTIAL
TEXT DELETED ~ product]. ltis a matter of common knowledge that OneSteel cannct producs this
product, but instead imports it - a fact which would have been disclosed by OneSteel its verification.
OneSteel cannot produce [CONFIDENTIAL TEXT DELETED - product], nor can it produce a
product that is substitutable for [CONFIDENTIAL TEXT DELETED - product]. It is factually
impossible for OneSteel 1o have suffered injury as a resuit of the importation of such goods.

Accordingly, for the reasons we have expressed - Neumann Steel's purchase of imported rebar for
non-price reagons (supply continuity and [CONFIDENTIAL TEXT DELETED - product] coit
requirements), the minimal volumes of those imports, and Neumann's continuing and expanding
purchases from OneSteel itself in the POl - we submit that Neumann Steel's imports have not
themselves been injurious to OneSteel. We ask the Commission to find this to have been the case,
and to give full play to that finding in its considerations.

B OneSteel has not suffered material injury

At the outset, Neumann Steel wishes to record its belief that it bas not impaerted the goods into
Australia at dumped prices. The mills which Neumann Steel purchases from are high-efficient and
iow-cost, and therefare can sell to Australia at competitive prices. Nonetheless, Neumann Steel
recognises that, for commercial reasons, one of its exporters has decided not to parlicipate in this
invastigation.? Neumann Steel understands that in this circumstance the determination of whether
those goods were dumped will be based on "relevant information”. Neumann Steel respectfully
requests that the Commission approach this exercise with all appropriate care and delicacy.

* We also note that if the [CONFIDENTIAL TEXT DELETED - volume of product] from Greece is
excluded from the consideration of import volumes, then the import of rebar from Greece are only
{CONFIDENTIAL TEXT DELETED - number]. These [CONFIDENTIAL TEXT DELETED - number]
cannot cause OneSteel injury, so Neumann Steel submits they should be excluded from the determination of the
valume of imported goods under Section 269TDA(3) of the Act.

2 Submission of Sidenor Steel Industry SA (file 008 on the electronic public record}.
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Irrespective of the outcome of the dumping margin analysis, Neumann Steel also notes that a positive
dumping finding is not, in and of itself, adequate {o reguire the imposition of dumping measures on
axports. What is required is a positive finding that during the period of investigation dumping has
caused material injury to the Australian industry producing like goods.®

Neumann Steel notes that a finding that dumping has caused materiai injury must be based upon
‘facts and not merely on allegations, conjecture or remote possibilities”.* Upon its review of the
information available on the public record, Neumann Steel does not believe that OneStes| was
materially injured as a result of import competition — whether or not that competition was dumped.
Neamarm Steel notes that the Commission has expressed prefiminary views, in invostigation 418
Alleged Dumping of Steel Reinforcing Bar Exported from Greece, The Republic of Indonsesia, Spain
{Nervacero 8.A), Taiwan (Power Steel Ca. Ltd) and the Kingdomn of Thailand ~ Visit Report -
Australian Industry Liberty OneSteel {"Visit Report”}, that OneSteel suffered injury in the following
forms:

« |ost market share;

* price suppression and depression;
« reduced profits and profitability;

+ reduced capital investment;

» reduced return on investment.®

Neumann Stee! will address these preliminary findings below.

1 OneSteel’s loss of market share was not injurious

As a starting point Neumann Steei notes that the relevant injury is injury caused by dumping.
Realistically, the only fink between the targeted imports and the injury that the Australian industry
considers it has suffered relates to price and volume. Neumann Stee! does not believe its imports
have caused any such injury to OneSteel.

Neumann Steel notes that the OneStesl Visit Report has nol come to a settled view regarding whether
OneStee! suffered injury in the form of loss of sales volume and sales value.® In Neumann Steel's
view, there is ample available information which establishes this injury was not suifered by OneSteel.

First, OneSteel has not suffered material injury in the form of loss of sales. It is quite clear from the
information on the public record that OneSteel's sales volumes have increased consistently and
significantly over the injury analysis period. CneSteel's Application indicates that OneSieel's sales
volume increased by 40% over the injury analysis period, and by 21% between 2015 and the 20187
While one can admire the courageous decision to argue that this substantial increase in sales volume
evidences injury, it clearly and emphalically does not.

Secondly, CneSteel's performance can be contrasted with a 17% increase in the total market during
the injury analysis period and a 25% decrease in imports ® OnaSteal is clearly and unamhiguously

Sections 269TAE and Section 269TG(2) of the Customs Act 1907 {“the Act™).
Section 269TAE(2AA).

Page 1i9.

Visit Report, page 20.

Application, page 22.

ibid.

@ o~ @B W
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winning market share from imports and has been the largest beneficiary of increased demand in the
Australian market for rebar. Again, this does not evidence injury.

Thirdly, although the Visit Report does believe there is evidence to support OneSteel's claim that it
lost market share in the PO, we note that CneSteel’s market share in the POl was the second highest
it had been during the injury analysis period. If one has regard to information from previous rebar
investigations, it is apparent that OneSteel's market share in the POl was the second highest it has
been since 2010/11.% Having said all of that, variations in market share are not {o be autcmatically
considered indicative of injury. The slight decline in market share needs to be undersicod in the
context of the massive increase in sales volume. A decrease in market share - which appears to be a
3% decrease - can hardly be said to be materially injurious in fight of a 21% increase in sales volume.

Fourthly, as noted al the beginning of this submission, it is never going to be the case that OneSteel
will supply the entire Australian market. Australian consumers of rebar that are not related to
OneSteel need to have alternate sources of rebar in order to operate viably in the Augtralian market.
Whan one allernate source is biocked off, those customers will nead to seek a different source.
Ultimately, however, OneSteel is in a globally enviable position with regard to is sales volume and
market dominance.

Finally Neumann Steel understands that OneSteel's optimal production capacity for the goods under
consideration is around the 850,000 MT mark. Neumnann Stee! notes that this is very close io the
amount sold by OneSteel in the POl [CONFIDENTIAL TEXT DELETED — comments regarding
supply]. This suggests it is at capacity, and cannot service the Australian market further, Finding that
it has suffered material injury despite being close 1o capacity is illogical, and the imposition of
measures in thase circumstances would have significant adverse effects on the broader Australian
economy.

2 OneSteel did not suffer from price injury as a result of imporis

The Visit Report finds that OneSteel has suffered price depression and suppression. These concepts
are defined in these terms:

Price depression occlirs when a company, for some reason, lowers its prices. Price
suppression occurs when price increases, which otherwise would have occurred, have been
pravented. An indicator of price suppression may be the margin between prices and costs.™

As an initial point, Neumann Steel does nct consider its imports have caused OneSteel price
supprassion or depression. indeed, OneSteel increased its prices to Neumann Steel across the
pericd of investigation:

[CONFIDENTIAL TEXT DELETED ~ details of Neumann's prices from OneSteel]

Neumann Steel submits that this refutes any finding that OneStes! was unable to increase prices over
the period of investigation, or lowered prices over that period. This upward trend has also been
maintained since the end of the POI, with prices in the Jul - Sep 17 quarter averaging
[CONFIDENTIAL TEXT DELETED - price]. Therefore, Neurnann Steel submits that its imports could
not have caused OneSteel price injury.

More generally, the Visit Report considers that there is a “causative link” between the imporl price of
goods and movements in the price that OneSteel sets for its customer. ™ This is no surprise given the

9 Report No. 264 Alleged Dumping of Steel Reinforcing Bar Exported from the Republic of Korea,
Malaysia, Singapore, Spain, Taiwan, the Kingdom of Thaifand and the Republic of Turkey (“Report 264), page
B2.

1 Page 15.

n Page 20.
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pricing methodolegy that OneSteet has adopted. As the Commission is aware, OneSteel uses import
parity pricing {"IPP"} to sets its prices to related customers. in practice this means that:

[CONFIDENTIAL TEXT DELETED - price seiting practice]

So, there is a clear link between export prices and OneSteel’s price. However, there are a number of
implications arising from this process — implications that corfuse and contradict OneSteel's claims
that it is dumping that has caused it material injury - that are not considered oy the Visit Report.
Foremost of these is the obvious fact that the perception of price undercutting by imporied gocds is
virtually guaranteed as a result of this methodology. Experters' prices are set prior to OnaSteel's
prices being set, and OneSteel's prices are essentially the exporters' prices plus a premium. This is
not indicative of injury.

Further, OneSteel's practices mean thai it purposefully does not set ils price with regard to its costs,

but rather with regard Lo import prices.” Therefore, lhe lacl thal in some inslances CneSleel has sold
the goods at a price less than its cost is not truly indicative that OneSteel's prices are suppressed or
depressed. Therefore, the value of OneSteel's margin being an “indicator of price suppression” is nil,

The pricing methodology also means that OneSteel cannot respond accurately or immediately 1o
unexpeclad cost increases that occur after the setting of the price. For example, in the final quarter of
the POl there appears o have been a significant, and unexplained, increase in the cost associated
with the production of the goods under consideration (13% to 14% higher than the previous
quarter).** OneStesl's prices in that quarter did increase over the previous quarter, but not to a
degree that was sufficient to make up for this spike in costs. This shortfall is due to ihe fact that
OneSteel set its price three months earlier and was therefore unable to amend it to reflect the actual
costs that it eventually incurred in its production of the goods. Again, this is not caused by the
imports, but is a risk inherent in OneSteel’'s pricing policy.

Given these matiers, Neumann Steef submits that a comparison of prices to cosis is a misleading test
for deterrnining whether injury in the form of price suppression/depression has been caused by the
targeted imports. What is important is the overall trend during the POI. Uliimately, OneSteel's prices
clearly and evidently trended upwards over that period, ending 9% higher than they were at the start
of the POL. ™ The Visit Report itself supports the fact that prices and unit revenue increased over the
POl

Accordingly, Neumann Steel submits that OneSteel has not lessened its prices over the period of
investigation but, rather, has increased its prices. This is at the same time that it has maintained
historically high sales volumes. Accordingly, OneStesl's strategy has been successful.

In summary, Neumann Steel is of the view thal OneSieel did not suffer price injury as a result of the
targeted imports. Any suggestion to the alternative would not be factually based.

Finally, with regard to “profit injury” Neumann Steel needs to emphasise that {he adoption of the IPP
makes it more likely than not that OneSteel's price will be below its costs. In a submission to the
inquiry info the Future of Australia's Steel indusiry the Department of Indusiry, Innovation and
Science found that the Austraiian industry's cost of producing steel was between 10% and 12%
higher than the weighted-average world cost.® Accordingly, the decision to adopt an PP all but
ensures that OneSteel's prices are going lo be less than ils cosl 1o make and seli, because the IPP Is
going to be based on prices that have a competitive advantage over CneSteel. Nonetheless,

2 Report 264, page 77.
i3 Application for the Publication of Dumping and/or Countervalling Duties — Steel Reinforcing Bar Exported
1fgom the Republic of Indonesia, Greece, Taiwan {Power Steel Co., Lid} and Spain (Nervacero 5.A), page 32.

ibid.
15 Page 17.
e Submission to the inquiry into the future of Australia’s Stee! Industry, Department of Industry, Innovation
and Sclence, pages 11 - 13.
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Neumann Steel also notes that the period in which the loss of profitability was most acutely felt was
the final quarter of the PO!. As discussed above, this appears to have been a result of the significant
increase in costs in that quarter. We reiterate that the nature of OneSteel's pricing mechanism is such
that it is unable to react to unexpected cost increases. Accordingly, this cannot be pinned on the
targeted imports.

3 Reduced capital investment and reduced return on investment were not caused by
imports

Neumann Steel noles that the OneStee! Visit Report dees not identify any causative relationship
betwaen the allegedly dumped exports and the claimed “injuries”. To the extent that any such injury

cannot be found to be caused by the targeted imports, it is irrelevant to the question of whether
dumping measures should be imposed.

[n summary, Neumann Steel submits that:
s imports of rebar from Greece were negligible in volume;
« Neumann Steels imports did not cause material injury to OneSteel; and
s OneSteel has not suffered material injury as a result of the imports.

Resultantly, there is no basis to impose anti-dumping measures in relation 10 Neumann Steel's
imports from Spain and Greece.

Neumnann Steel raspectfully requests that this investigation be terminated in accordance with Section
269TDA(13) of the Act at the soonest possible convanience.

Alistair Brigges
Assoclate
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