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POSCO NON-CONFIDENTIAL

SECTION B - SALES TO AUSTRALIA (EXPORT PRICE)

This | section requests information concerning your export practices and prices to
Australia. You should include costs incurred beyond ex-factory. Export prices are
usually assessed at FOB point, but Customs and Border Protection may aiso
compare prices at the ex factory level.

You |should report prices of all goods shipped to Australla during the investigation
periaod.

The linvoice date will normally be taken to be the date of sale. If you consider:

. the sale date is not the invoice date (see ‘date of sale’ column in question

B4 below) and;
. an alternative date should be used when comparing export and domestic

prices.

You| must provide information in section D on domestic selling prices for a matching
peripd - even if doing so means that such domestic sales data predates the
comimencement of the investigation period.

B-1 For each customer in Australia to whom you shipped goods in the

investigation period list:

name;

address;

contact name and phone/fax number where known; and

trade level (for example: distributor, wholesaler, retailer, end user, original
equipment).

ANSWER: POSCO has provided the requested information concerning each
customer to whom POSCO made export sales of subject merchandise to
Australia In Appendix B-1.

B-2 For each customer identified in B1 please provide the following information.

- Describe how the goods are sent to each customer in Australia, including
a diagram if required.

- Identify each party in the distribution chain and describe the functions
performed by them. Where commissions are paid indicate whether itis a
pre or post exportation expense having regard to the date of sale.

- Explain who retains ownership of the goods at each stage of the
distribution chain. In the case of DDP sales, explain who retains
ownership when the goods enter Australia.

- Describe any agency or distributor agreements or other contracts entered
into in relation to the Australian market (supply copy of the agreement if
possible).
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POSCO NON-CONFIDENTIAL

- Explain in detail the process by which you negotiate price, receive orders,
deliver, invoice and receive payment. If export prices are based on price
lists supply copies of those lists.

. State whether your firm Is related to any of its Australian customers.
Give details of any financlai or other arrangements (eg free goods,
rebates, or promotional subsidies) with the customers in Australia
(including parties representing either your firm or the customers).

. Details of the forward orders of the goods (include quantities, values and
scheduled shipping dates).

NSWER: For export sales of the goods under consideration to Australia,
0OSCO has *  ” channels of distribution.

) Channel 1

. POSCO madoe its export sales of the goods under consideration through

ts related trading company in Australia, [ ] (hereinafter
d ") to the final end-user during the investigation period.
POSCO Australian
Customer

All sales by POSCO to [Company A] are made on a | ] basis while sales
by [Company A] to the unrelated Australian customers are madeon| Jor
[ ]basis.

[Company A] is responsible for [

2) Channel 2

Hot 1
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| POSCO carries out Its export sales of the goods under consideration to

Austraiia through domestic trading companles (such as ” ¥ and
T =) during the investigation period.
POSCO Australian
> » Customer
All sales made by POSCO to the [ ] are made

onaf[ ]basis. The negotiation process starts with unrelated [Company
B] contacting POSCO to negotiate sales terms (le., price, quantity,
specification, delivery terms and payment schedule). Further to the
hegotiation, the parties agree on the terms for export sales. Once this
process is concluded, POSCO generates an order sheet to Initiate the
production of the goods. POSCO carrles out the production of the goods,
which are shipped to the destination by indicated by the customer. POSCO
issues the tax invoice approximately on the date of shipment to the

unrelated [Company B].

B-3 Do your export selling prices vary according to the distribution channel

identified? If so, provide details. Real differences in trade levels are
characterised by consistent and distinct differences in functions and prices.

ANSWER: The export selling prices do not vary [

]. Rather, the selling prices are determined
through [ ]
depending upon the market situation (e.g. supply and demand).

B-} Prepare a spreadsheet named “Australlan sales” listing all shipments (l.e.

transaction by transaction) to Australia of the goods in the investigation
period. You must provide this list in electronic format. include the following

export related information:
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NSWER: POSCO submits the requested information concerning
Australian sales with computerized file separately. The printouts of this
xport sales file are provided in Appendix B-2. POSCO also submits the
equested information concerning [Company AJ's Australian sales with
omputerized file. The printouts of this export sales file are also provided in

Appendix:B-3.

B-5 If there are any other costs, charges or expenses incurred in respect of the

exports listed above which have not been identified in the table above, add a
column (see “other factors” in question B-4) for each item, and provide a
description of each item. For example, other selling expenses (direct or
indirect) incurred in relation to the export sales to Australia.

ANSWER: In accordance with the instruction of this questionnaire, POSCO
has reported “credit expense” for export sales to Australia in the field
“Other factors” in question B-4.

B8 For each type of discount, rebate, allowance offered on export sales to

Austraiia;

- provide a description; and
- explain the terms and conditions that must be met by the importer to
obtain the discount.

Where the amounts of these discounts, rebates etc are not identified on the
sales invoice, explain how you calculated the amount shown In your
response to question B4. If they vary by customer or level provide an
explanation.

ANSWER: This question is not applicable because POSCO did not offer any
discount, rebate or other allowances to lts customers for export sales to

| Australia during the investigation period.

7 If you have issued credit notes (directly or Indirectly) to the customers in

Australia, in relation to the invoices listed in the detailed transaction by

Hot
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transaction listing in response to question B4, provide details of each credit
note if the credited amount has not been reported as a discount or rebate.

ANSWER: This question Is not applicable because POSCO did not Issue

|any credit notes to its customers for export sales of subject merchandise

to Australia during the investigation period.

if the delivery terms make you respensible for arrival of the goods at an
agreed point within Australia (e.g. delivered duty paid), insert additional
columns in the spreadsheet for all other costs incurred.

For example:
Import dutles Amount of impart duty paid in Australia
inland Amount of inland transportafion expenses within Australia inciuded in the seliing
fransport price
Other costs Customs brokers, port and other costs Incurred (itemise)

ANSWER: This question is not applicable because the delivery terms for

export sales to Australia between POSCO and lts customers are all[ |

Select two shipments, in different quarters of the investigation period, and provide a
complete set of all of the documentation related to the export sale. For example:

- the importer's purchase order, order confirmation, and contract of sale;

- any technical material in respect of the goods;

- commercial invoice;

- bill of lading, export permit;

- freight invoices in relation to movement of the goods from factory to
Australia, including inland freight contract,

- marine insurance expenses, and

- letter of credit, and bank documentation, proving payment.

Customs and Border Protection will select additional shipments for payment
verification at the time of the visit.

'ANSWER: POSCO provides its sample documentation for two export sales
to Australia during the investigation period in Appendix B-4.

Hot rolled coll — investigation no. 188 - exporter questionnaire B-5
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No Description

B-1 Customer Information for Export Sales to Australia

B-2 Printouts of Computer File Named "Australian Sales" (POSCO)

B-3 Printouts of Computer File Named "Australian Sales" (Company A)
B-4 {Sample Documentation for Two Export Sales to Australia




Appendix B-1

Customer Information
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Appendix B-2

Printouts of Computer File

Named “Australian Sales”
(POSCO)
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Sample Documentation for

Two Export Sales to Australia



POSCO

Sam

e Doc

(- (1) Serial Number (SN): 75

(2) Invoice Number: |

(3) Inv

{4) Qu

oice Date: 20110710

antity : [ 1 (MT)

(5) Customer Name: [

o

ale to Australia
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POSCO

Sample Documentation for Export Sale to Australia

" (1) Serial Number (SN): 152

(2) Invaoice Number: [ ]
(3) Invaice Date: 20120117
(4) Quantity : [ ] (MT)

(5) Customer Name: [ ]
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POSCO NON-CONFIDENTIAL

SECTION C - EXPORTED GOODS & LIKE GOODS

(. C Fully describe all of the goods you have exported to Australia during the

: investigation period. Include specification details and any technical and
illustrative material that may be helpful in identifying, or classifying, the
exported goods.

ANSWER: POSCO exported hot-rolled steel as well as pickied and oiled
steel (called as “P/O") to Australia during the investigation period.

POSCO uses the ERP accounting system which defines products using an

" ¥ consisting of [ ] A key to these codes is
provided in Appendix C-1. The [ ] codes have a corresponding
' ] product group code. A list of these product group codes are
also provided in Appendix C-1. The [ ] codes are used by
POSCO in the ordinary course of business and are recorded on [

I in the [ J]. The same

N product coding system is used for both the Korean market and the export
(. markets including Australia.

Concerning the details of the goods under consideration including
product specification, please refer to POSCO’s product brochure provided
in Appendix C-2.

C-2| List each type of goods exported to Australia (these types should cover all
types listed in spreadsheet "Australian sales” — see section B of this
guestionnaire).

ANSWER: A list showing each type of goods export to Australia during the
Investigation period is provided in Appendix C-3.

Please note that POSCOQ creates individual product model for each unique

lvpe and possible combination of product characteristics for all the goods

inder consideration exported to Australla as _well as for those sold
omestically by using the following criteria;

Hot rglled coil stee! — investigation no. 188 - exporter questionnaire C-1
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like goods — see explanation in glossary) are not identical to goods exported

to Australia.

(‘ ' EXPORTED TYPE DOMESTIC TYPE IDENTICAL? DIFFERENCES
Product code of aach Product cods of If goods are Whers the good exported 1o
modal of the goods comparable mode! scid on Identical indIcate Australia is not identical to
exported to Australla the domestic market of the "YES”. the llke goods, desctibe the

country of export Otherwise "NO” specification differencas. if it
Is impractical to detail
speclfication differences In
this table refer to documents
which outline differences

Prepare this information on a spreadsheet named "Like goods”.

ANSWER: POSCO submits the requested information concerning exported
goods and like goods with computerized file named “Like goods”
separately. The printout of this file is provided in Appendix C-4.

C-4 Please provide any technical and illustrative material that may be helpful in
identifying or classifying the goods that your company sells on the domestic
( market.

ANSWER: Concerning any technical and illustrative material in identifying
or classifying the goods, please refer to the product brochure provided in

\Appendix C-2.
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5) Width Range

: The category of thickness code described below is in

accordance with POSCO’s internal
classification. Please refer to the details of “actual item

code” in Appendix G-8.

6) Pickled and Oiled

A = Plckled and Olled
B = Not Pickled and Olfled

7) Edge

M = Mill edged
S = Siit edged

8)_Skin-pass

A = Skin-passed
B = Not skin-passed

If you sell like goods on the domestic market, for each type that your
company has exported to Australia during the investigation period, list the
most comparable model(s) sold domestically; and provide a detailed
explanation of the differences where those goods sold domestically (ie. the

“actual item code”

Hof ralled coll — Investigation no. 188 - exporter questionnaire
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The international standard to determine material
specificatlon for hot-rolled steel is “ASTM” (American
Standard), JIS (Japanese International Standard), EN
(European Standard), SAE (Soclety of Automotive
Engineers in USA), AISI (American Iron and Steel Institute).
POSCO also produced hot-rolled steel according to its
own standard. The detalls of each specification defined by
International standard as well as POSCO standard are
described in POSCO's product brochure in Appendix C-2.

4) Thickness Range

: The category of thickness code described below Is in
accordance with POSCO’s internal *“actual item code”
classification. Please refer to the details of “actual item

(. code” in Appendix G-8.

Hot ralled coil ~ investigation no. 188 - exporter questionnaire c-3
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PUSLIC

........... 768

1) Product Type
of ' — Hot-rolled Coil

s ° '« Hot-rolled Plate (or Sheet)
o* '— Pickled and oiled (P/0) Coll

2)Application {or Usage) Code
[

3) Specification

Hot rolled goil — investigation no. 188 - exporter questionnaire




List of Appendix C (Hot-rolled Steel
No Description
C-1 | [Product Code List
C-2 | |Product Brochure
C-3 | |List Showing Each Type of Goods Exports to Australia
C-4 | |Printouts of Computer File Named "Like Goods"
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Product Code List
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POSCO's Product Group / Name

(1) Prpduct Group/Name Code for Finished Products

NON-CONFIDENTIAL

Classification

Product Group

Group

Code

Carbon Stoel
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Classification
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Clussilication

Product Group

Group

Code

Coammon

) Pi'uduct Group/Name Code for Semi-finished Products

Classtfication

Product Group

Group

Code
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Classification

Product Group

Group

Code

Name

Carbon Steel
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Appendix C-2

Product Brochure
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Appendix C-3

List Showing Each Type of
Goods Export to Australia
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Appendix C-4

Printouts of Computer File
Named “Like Goods”
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POSCO NON-CONFIDENTIAL

SECTION D - DOMESTIC SALES

(" This section seeks information about the sales arrangements and prices in the
domestic market of the country of export,

All domestic sales made during the investigation period must be listed transaction by
transaction. If there Is an extraordinanly large volume of sales data and you are
unable to provide the complete listing electronically you must contact the case officer
before completing the questionnaire. If the case officer agrees that it is not possible
to abtaln a complete listing he or she will consider a method for sampling that meets
Customs and Border Protection requirements. If agreement cannot be reached es to
the appropriate method Customs and Border Protection may not visit your company.

Customs and Border Protsction will normally take the invoice date as being the date
of sale in order to determine which sales fall within the investigation period.

d be used when comparing domestic and export prices.

You must provide information on domestic selling prices for a matching period - even
if doing so means that such domestic sales data predates the commencement of the
invastigation petiod.

If you do not have any domestic sales of like goods you must contact the case officer
whe will explain the information Customs and Border Protection requires for
determining a normal value using alternative methods.

D-1  Provide:

- a detailed description of your distribution channels to domestic
customers, Including a diagram if appropriate;

- information concerning the functions/activities performed by each party
in the distribution chain; and

- a copy of any agency or distributor agresments, or contracts entered
into.

If any of the customers listed are associated with your business, provide

details of that association. Describe the effect, if any, that association has
upon the price,

ANSWER: In domestic market, POSCO has[ ] channels of distribution.

(1) Channel 1 {( )
(. POSCO , | Domestic
Customers

Hot rolled coil steel - investigation no. 188 - exporter questionnaire D-1
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POSCO NON-CONFIDENTIAL
C (2} Channel 2 ( )
POSCO | | Domestic
Customars

POSCO sold most of like goods directly to its domestic customers (end-
user or distributors) during the investigation period while it sold a small

volume of sales in the domestic market through [
] to domestic

customers during the investigation period.

[Company P] acts as [ Jand [ ] in domestic
market. Please note that [Company P] did not take physical possession of

like goods.

The terms of sales made by POSCO to its customers areona [ Jor
[ ] basis.

D-2 Do your domestic selling prices vary according to the distribution channel

identified? If so, provide details. Real differences in frade levels are
characterised by consistent and distinct differences in functions and prices.

ANSWER: POSCO’s selling prices do notvary {
]. Rather, the prices are established through
in the

" domestic market.

D-3  Explain in detail the sales process, Including:
- the way in which you set the price, receive orders, make delivery,
(- . invoice and finally receive payment; and the terms of the sales; and
- whether price includes the cost of delivery to customer.
if sales are in accordance with price lists, provide copies of the price lists.
Hot rplled coll — investigation no. 188 - exporter questionnalire D-2
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POSCO NON-CONFIDENTIAL

ANSWER: In the domestic market, customers who wish to purchase like

oods contact POSCO to place an order. POSCO collects all of the relevant

isales information from the customer and generates an order sheet listing

pecification, quantity and price of the merchandise concerned. POSCO’s

_personnel also then transfer the order sheet fo the factory and generate

production request.

POSCO subsequently produces like goods and makes arrangements for
shipping them to the customer. Also, POSCO generally issues a shipping
invoice and a tax Invoice to the customer. And then, Customers make
payments to POSCO.

Unlike the typical sales stated above, POSCO made a small portion of

\domestic sales through Internet. The bidding procedure and sales
‘Inegotiation process for POSCO’s cyber transactions Incurred. POSCO

lannounces an auction over the Internet to customers that have registered
on POSCO’s website (www.steel-n.com). At the end of the auction, POSCO
prepares an order sheet based on the successful bidder’s order. Once
manufactured, POSCO then creates shipping and tax invoices and ships
the order.

] After shipping, POSCO Iissued tax invoice to [Company P] and
[Company P] also issued tax invoice to its customer.

D-4 Prepare a spreadsheet named “Domestic sales” listing all sales of like

goods made during the investigation period. The listing must be provided on
a CD-ROM, Include all of the following information.

Hot r

plied coll — Investigation no. 188 - exporter questionnaire P-3
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| ANSWER: POSCO submits the requested information listing all sales of like
|goods made by POSCO during the investigation period with a CD-ROM

separately. The sample printout of this “Domestic sales” file is provided in
Appendix D-1.

If there are any other costs, charges or expenses incurred in respect of the
sales listed which have not been identified in the table in question D-4 above
add a column for sach item (see “other factors”). For example, certain other
selling expenses incurred.

ANSWER: In accordance with the instruction of this questionnaire, POSCO
has reported three other adjustments such as (1) credit expense, (2) duty
drawback, and (3) interest revenue for domestic sales in the field “Other

factors” in question D-4.

D-6 For each type of commission, discount, rebate, aliowance offered on

domestic sales of like goods:

- provide a description; and
- explain the terms and conditions that must be met by the customer to
qualify for payment.

Where the amounts of these discounts, rebates etc are not identifled on the
sales invoice, explain how you calculated the amounts shown in your
response to question D4.

If you have issued credit notes, directly or indirectly to the customers, provide
details if the credited amount has not been reported as a discount or rebate.

ﬁNSWER: This question Is not applicable because POSCO did not offer any
iscount, rebate or other allowances to its domestic customers during the

By

investigation period.

Hot rofled call - investigation no. 188 - exporter questionnaire D-4
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D-7 Select two domestic sales, in different quarters of the investigation period,
that are at the same level of trade as the export sales. Provide a complete
(" set of documentation for those two sales. (Include, for example, purchase

‘ order, order acceptance, commercial invoice, discounts or rebates applicable,
credit/debit notes, long or short term contract of sale, inland freight contract,
bank documentation showing proof of payment.)

Customs and Border Protection will select additional sales for verification at
the time of our visit.

ANSWER: POSCO provides its sample documentation for two domestic
isales during the investigation period in Appendix D-2,

Hot rolled coil — investigation no. 188 - exporter questionnaire D-5
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C No Description

D-1 Sample Printout of Domestic Sales File
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POSC NON-CONFIDENTIAL

le Documentation for Domestic Sale

¢ (1) Seripl Number (SN): 82,102
(2) Imfcice Number: [ ]
(3) Invgice Date: 20110712
(4) Quantity : [ J(MT)
(5) Customer Name: [ ] (Customer Code: )




NON-CONFIDENTIAL

iple Documentation for Domestic Sale
(1) Serial Number (SN); 189,752
(2) Invﬁice Number: [ 1
(3) Invaice Date: 20120102
(4) Qu#utity [ 1(MT)

(5) Customer Name: [ ] (Customer Code: )
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SECTION E - FAIR COMPARISON

Section B sought information about the export prices to Australia and Section D
sought information about prices on your domestic market for like goods (le. the
normal vaiue).

re the normal value and the export price are nol comparable adjustments may
be made. This section informs you of the fair comparison principle and asks you to
quantify the amount of any adjustment.

As prices are baing compared, the purpose of the adjustments is to eliminate factors
thatlhave unequally modified the prices to be compared.

To be able to quantify the level of any adjustment it will usually be necessary to
examine cost differences between sales in different markets. Customs and Border
Protection must be satisfied that those costs are likely to have Influenced price. In
pragtice, this means that the expense item for which an adjustment is claimed should
have a close nexus to the sale. For example, the cost is incurred because of the sale,
or because the cost is related fo the sale terms and conditions.

Conversely, where there Is not a direct relationship between the expense item and
the |sale a greater burden is placed upon the claimant to demonstrate that prices
have been affected, or are likely to have been affected, by the expense item. In the
absence of such evidence Customs and Border Protection may disallow the

adjystment.

Where possible, the adjustment should be based upon actual costs incurred when
making the relevant sales. However, if such specific expense information is
unavailable cost allocations may be considered. In this case, the parly making the
adjustment claim must demonsirate that the allocation method reasonably estimates

rial Is to be available at the time of the verification visit. Customs and Border
Protection will not consider new claims made after the verification visit.

E-1| Costs associated with export sales

(Thgse cost adjustments will relate to your responses made at question B-4,
‘Augtralian sales')

Hot rolled coil steel — Investigation no. 188 - exporter questionnaire E-1




POSCO NON-CONFIDENTIAL

1.
Ex

Transportation

lain how you have quantified the amount of inland transportation associated with

the lexport sale (“Inland transportation costs”). [dentify the general ledger account
whare the expense is located. |f the amount has been determined from contractual

arri

2.
List

aca

actu

ngements, not from an account item, provide details and evidence of payment.

ANSWER: POSCQO has reported in this field the [ ]
freight expense incurred to transport the goods from the factory to the port
of export. POSCO used [ ] trucking companies to transport the
lgoods. This inland-freight expense is recorded In “Transportation
Expense” account (Account Code: ) under POSCO’s accounting
system.

Handling, loading and anciliary expenses

all charges that are included in the export price and explain how they have been

unt where the expenses are located. If the amounts have been determined using
| observations, not from a relevant account item, provide details.

qua{h‘ied (Handling, loading & ancillary expensaes”). Identify the general ledger

The various export related ancillary costs are identified in the table at question B4, for

example:
- terminal handling;
- wharfage and other port charges;
- container taxes;
- document fees and customs brokers fess;
- clearance fees;
- bank charges, letter of credit fees
- other ancillary charges.
tNSWER: POSCO has reported in this field the [ ]
ading fee incurred at the port of export. This loading fee Is recorded in
YTransportation Expense” account (Account Code: ) under POSCO’s
accounting system.
Hot rglled coil — investigation no. 188 - exporter questionnalire E-2
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3. Credit

The cost of extending credit on export sales is not included in the amounts quantified
at question B4. However, Customs and Border Protection will examine whether a
cradit adjustment is warranted and determine the amount. Provide applicable
interest rates over each month of the investigation period. Explain the naturs of the
interest rates most applicable to these export sales eg, short term borrowing in the
currency concerned.

If your accounts receivable shows that the average number of collection days differs
from the payment terms shown in the sales listing, and if export prices are influenced
by this longer or shorter period, calcuiate the average number of collection days.
See also item 4 in section E-2 below.

ANSWER: POSCO has reported credit expense on export sales in the field
“Other factors” in question B4. The reported credit expenses were
calculated on a transaction-spaecific basis using the following formula:

Credit Expense = Net Invoice Value (KRW) x (Payment date — Invoice date) /
365 x Short-term Interest Rate

The calculation of POSCO’s short-term borrowing rate during the
investigation period is provided in Appendix E-1.

4, Packing costs

List material and labour costs associated with packing the export product. Describe
how the packing method differs from sales on the domestic market, for each model.
Repprt the amount in the listing in the column headed ‘Packing’.

NSWER: POSCO has reported packing cost associated with packing the
xport product by packing type. The reported packing costs include

acking materials, labour and overhead costs. POSCO provides In
ppendix E-2 a worksheet detailing the calculation of per unit packing cost

y packing type used for reporting packing cost for both export sales to
Australia and domestic sales,

Hot rglled coit — investigation no. 188 - exporter questionnaire E-3
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For

Re
“c

Fo

1

Rep
IIR
exp

Commissions
any commissions paid in relation to the export sales to Australia:

- provide a description; and
- axplain the terms and conditions that must be met.

ort the amount in the sales listing in question B-4 under the column headed
mmissions”. Identify the general ledger account where the expense is located.

ANSWER: [ 1 in relation to the

export sales to Australia, this question Is not applicable.

Rebates
any rebates paid in relation to the export sales to Australia:

- provide a description; and
- explain the terms and conditions that must be met.

ort the amount in the sales listing in question B-4 under the column headed
bates or any other allowances”. Identify the general ledger account where the
nse is located

7.

List
exp

ENSWER: [ ] in relation to the export
ales to Australia, this question is not applicable.

Warranties, guarantees, and after sales services

the costs incurred. Show relevant sales contracts. Show how you calculated the
nses (“*Warranty & guarantee expenses” and “Technical assistance & other

services”), including the basis of any allocations. Include a record of expenses
incurred. Technical services include costs for the service, repair, or consultation.

Wh

re these expenses are closely related to the sales in question, an adjustment will

be considered. ldentify the ledger account where the expense is located.

Hot rolled coll - investigation no, 188 - exporter gquestionnaire E-4
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] In relation to the export sales to Australia, this question is not

applicable.

8. Other factors

There may be other factors for which an adjustment is required if the costs affect
price comparability -~ these are identified in the column headed “Other factors”. For
example, other variable or fixed selling expenses, including salesmen's salaries,
salesmen’s travel expenses, advertlsing and promotion, samples and entertainment
axpensas. Your consideration of questions asked at Section G, concerning domestic
and export costs, would have alerted you to such other factors.

ANSWER: As explained above, POSCO has reported “credit expense” in
this field. See POSCO’s response to question E-1.3.

9. Currency conversions

In ¢omparing export and domestic prices a currency conversion is required.
Fluctuations in exchange rates can only be taken into account when there has been
stained’ movement during the investigation period (see article 2.4.1 of the WTO
Agreement). The purpose is to allow exporters 60 days to adjust export prices to
reflact ‘sustained’ movements. Such a claim requires detailed information on
exchange movements in your country over & long period that includes the
investigation perlod.

NSWER: POSCO does not think a currency conversion Is required due to
he fluctuations in exchange rates for the investigation period in this
roceeding.

E-2 Costs associated with domestic sales

(These cost adjustments will relate fo your responses made at question D4,
estic sales”)

Hot rglled coil — investigation no, 188 - exporter questionnaire E-5
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Tha following items are not separately identified in the amounts quantified at question
D-4. However you should consider whether any are applicable.

1. Physical characteristics

The adjustment recognises that differences such as quality, chemical composition,
structure or design, mean that goods are not identical and the differences can be
quantified in order to ensure fair comparison.

The amount of the adjustment shall be based upon the market value of the difference,
but where this is not possible the adjustment shall be based upon the difference in
cost plus the gross profit mark-up (i.e. an amount{ for selling general and
administrative costs (S G & A) plus profit).

compared and upon the manufacturing cost data. Identify the physical differences

The| adjustment is based upon actual physical differences in the goods being
be:ieen each model. State the source of your data.

ANSWER: Since POSCO does not claim any adjustment for the difference
of physical characteristics, this question is not applicable.

2. Import charges and indirect taxes

If eXports to Australia:

- are partially or fully exempt from internal taxes and duties that are borne
by the like goods in domestic sales (or on the materials and
components physically incorporated in the goods), or

- if such internal taxes and duties have been paid and are later remitted
upon exportation to Australia;

the price of iike goods must be adjusted downwards by the amount of the taxes and
dutigs.

The [taxes and duties include sales, excise, turnover, value added, franchise, stamp,
tranj;er, border, and excise taxes. Direct taxes such as corporate income tax are not
included as such taxes do not apply to the transactions.

Adjustment for drawback is not made in every situation where drawback has been
recejved. Where an adjustment for drawback is appropriate you must provide
information showing the import duty borne by the domestic sales. (That is, it is not
sufficient fo show the drawback amount and the export sales quantity to Australia.
. For example, you may calculate the duty bome on domestic sales by quantifying the
e total| amount of import duty paid and subtracting the duty refunded on exports to all

Hot ralied coil — investigation no. 188 - exporter questionnaire E-6
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countries. The difference, when divided by the domestic sales volume, is the amount
of the adjustment).

( In substantiating the drawback claim the following information is required:

- a copy of the relevant statutes/regulations authorising duty exemption
or remission, translated into English;

- the amount of the duties and taxes refunded upon exportation and an
explanation how the amounts were calculated and apportioned to the
exporied goods;

- an explanation as to how you calculated the amount of duty payable on
imported materials is borne by the goods sold domestically but is not
borne by the exports to Australia;

titution drawback systems

Annex 3 of the WTO Agreement on Subsidies provides: “Drawback systems can
allow for the refund or drawback of import duties on inputs which are consumed in
the production process of another product and where the export of this latter product
contains domestic inputs having the same quality and characteristics as those
substituted for the imported inputs”

If such a scheme operates in the country of export adjustments can also be made for
the |drawback payable on the substituted domestic materials, provided the total
amaunt of the drawback does not exceed the total duty paid.

NSWER: POSCO received duty drawback refunds associated with the
xports of the subject merchandise to Australia during the investigation
eriod. POSCO applied to the Korean Customs authorities for duty
rawback on its exports to Australia using an individual application system,

copy of the Korean law governing the duty drawback scheme Is provided
t Appendix E-3.

OSCO pays the customs duties when importing raw materials from

f reign suppliers. Prior to importation, POSCO is required to obtain an

import permit. At the time of entry and duty collection, the Korean Customs

thorities record the amount of dutias paid on POSCO’s import permit.

Imported inputs on which import duties are paid are eligible to receive a full

refund of the import duties paid if the finished product in which the input
as used Is exported.

rior to exporting the merchandise, POSCO is required to obtain an export
permit. After exportation, POSCO applies for the duty drawback by first

Hot railed coil - investigation no. 188 - exporter questionnaire E-7
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documenting the use of the materials in the production of the merchandise
7 that was exported. Korean Customs reviews the documentation and if
¢ approved issues POSCO a notification that its application for duty drawback
has been granted.

POSCO provides in Appendix -E-4 a sample calculation and supporting
documentation demonstrating how the reported duty drawback amount
was calculated. This refund was received in Korean Won and, therefore,
the duty drawback has been reported in Korean Won per MT.

POSCO also provides in Appendix E-§ a worksheet showing Import duties
pald and duty drawback refunded by POSCO during the investigation period.

3. Level of trade

Question D-4 asks you to indicate the level of trade to the domestic customer. To
claim an adjustmaent for fevel of trade differences you will need to quantify the amount
by which level of trade influences price.

(L.. * Trade level Is the level a company cccupies in the distribution chain. The trade level
to which that company in turn sells the goods and the functions carried out
distinguish a level of trade. Examples are producer, national distributor, regional
distributor, wholesaler, retailer, end user, and original equipment.

It may not be possible to compare export prices and domestic prices at the same
level of trade. Where relevant sales of like goods at the next level of trade must be
used to determine normal values an adjustment for the difference in level of trade
may be required where it is shown that the difference affects price comparability.

The|information needs fo establish that there are real trade level differences, not
merely nominal differences. Real trade level differences are characterised by a
istent pattern of price differences between the levels and by a difference in
functions performed. If there is no real trade level differences all sales are treated as

| difference in level of trade (may be adjusted for using either of the following
ods:

(a) costs arising from different functions: the amount of the costs,
expenses etc incurred by the seller in domestic sales of the like goods
resulting from activities that would not be performed were the domestic

( sales made at the same level as that of the importer.

This requires the following Information:

Hot rqlied coil ~ investigation no. 188 - exporter questionnaire E-8
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- a detailed description of each sales activity performed in selling to your
domestic customers (for example sales personnel, travel, advertising,
entertainment etc);

- the cost of carrying out these activities in respact of like goods;

- for each activity, whether your firm carries out the same activity when
selling to importers in Australia;

- an explanation as to why you consider that you are entitied to a level of
trade adjustment.

or

(b) level discount: the amount of the discount granted to purchasers who
are at the same level of trade as the importer in Australia. This is
determined by an examination of price differences between the two
levels of trade in the exporter's domestic market, for example sales of
like goods by other vendors or sales of the same general category of
goods by the exporter. For this method to be used it is important that a
clear pattern of pricing be established for the differing trade ievels.
Such pattern is demonstrated by a general availability of the discounts
to the level - isolated instances would not establish a pattern of
availability.

ANSWER: Since POSCO doaes not claim any level of trade adfustment, this
guestion is not applicable.

4, Credit

The cost of extending credit on domestic sales is not included in the amounts
quantified at question D-4. However, Customs and Border Protection will examine
whether a credit adjustment is warranted and determine the amount. An adjustment
for predit is to be made even if funds are not borrowed to finance the accounts
recgivable.

The|interest rate on domestic sales in order of preference is:

- the rate, or average of rates, applying on actual short term borrowing’s
by the company; or

- the prime interest rate prevailing for commercial loans in the country for
credit terms that most closely approximate the credit terms on which the
sales were made; or

- such other rate considered appropriate in the circumstances.

Provide the applicable interest rate over each month of the Investigation period.

r accounts receivable shows that the average number of collection days differs
_ the payment terms shown in the sales listing, and if domestic prices are
influenced by this longer or shorter period, calculate the average number of collection
da

Hot rgiled coil — investigation no. 188 - exporter questionnaire E-9
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- determined on the facts available. For example, where payment is made using an

Wh{ﬁ thers is no fixed credit period agreed at the time of sale the period of credit is
account system?, the average credit period may be determined as follows:

ope
1 Calculate an accounts receivable turnover ratio

This ratio equals the total credit sales divided by average accounts
receivable. (It is a measure of how many times the average receivables
balance is converted into cash during the year).

In calculating the accounts receivable turnover ratio, credit sales should be
used in the numerator whenever the amount is available from the financial
statements. Otherwise net sales revenue may be used in the numerator.

An average accounts receivable over the year Is used in the denominator.
This may be calculated by:

- using opening accounts receivable at beginning of period plus closing
accounts receivable at end of period divided by 2, or
- total monthly receivables divided by 12.

2  Calculate the average cradit period

( The average credit period equals 365 divided by the accounts receivable
: turnover ratio determined above at 1.

The resulting average credit period should be tested against randomly
selected transactions to support the approximation.

The following ftems are identified in the amounts quantified at qusstion D-4;

ANSWER: For domestic sales of like goods, POSCO has reported in the
field "Other factors” its credit expenses which were calculated on a
fransaction-specific basis using the following formulia:

Credit Expense = Net Invoice Value (KRW) x (Payment date — Invoice date) /
365 x Short-term Interest Rate

POSCO’s payment terms are stated on the order sheet. The payment

Terms granted to customers In the Korean home market are [

o 1 Ur{fzr an open account system, following payment the balance of the amount owing is carried into
the next period, Payment amounts may vary from one period to the next, with the result that the
amount owing varies.

Hot rgiled coil - investigation no. 188 - exporter questionnaire E-10
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]. POSCO provides in Appendix
E-6 a sample of the various payment terms offered to it domestic

customers.,

And, the calculation of POSCQO’s short-term borrowing rate during the
investigation period is provided in Appendix E-1.

5. Transportation

Explain how you have quantified the amount of iniand transportation assoclated with
the| domestic sales (“Inland transportation Costs”). Identify the general ledger
accpunt where the expense is located. |If the amount has been determined from
contractual arrangements, not from an account item, provide details and evidence of

payment.

ANSWER: POSCO has three types of transportation costs for domestic
sales, as follows:

1) Inland Frelght — Factory to Distribution Warehouse

For domestic sales, POSCO has reported the cost of inland freight from
the factory to the distribution warehouse in the “INLFTWH?” fleld. POSCO
fransports like goods from its factories to the distribution warehouse by
‘ship or train.

The freight charges for shipping the goods from the factory to the
pistribution warehouse are reported on a transaction-by-transaction basis.

2) Warehousing Expense

For domestic sales, POSCO incurs in certain warehouse/movement

xpenses in two location-f I- to assist in the
istribution of the goods fo the customer. The warehouses are used to
onsolidate shipments and are necessary element in the chain of transport

m the factorles to the customer and, therefore, are part of movement
xXpenses.

Hot rolied cofl ~ investigation no. 188 - exporter questionnaire E-11
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6.
List

The worksheet showing the calculation of the unit cost for warehousing

activities is provided in Appendix-E-7.

The reported warehousing cost in the “WAREHSH”" field Is calculated by
multiplying the unit warehousing cost by sales quantity for each
transaction.

3) Inland Freight- Factory/Warehouse to Customer
&. Freight from the Factory to Customer

POSCO has reported the cost of inland freight from the factory to the
customer in the “INLFTCH" field. This freight charge is reported on a
transaction-by-transaction basis.

b. Freight from Distribution Warehouse to Customer

POSCO has reported the cost of freight from the distribution
warehouse to the customer in the “INLFTCH” field. This freight

charge is reported on a transaction-by-transaction basis.

The relevant cost is recorded in “Transportation Expense” account
[Account Code: ) and “Warehousing Expense” account (Account
Code: ).

Handling, loading and ancillary expenses

all charges that are included in the domestic price and explain how they have

been quantified (“Handling, loading and ancillary Expenses”), Identify the
gengral ledger account where the expense is located. if the amounts have been

dete
deta

rmined using actual observations, not from a relevant account Iitem, provide
is.
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(. |ANSWER: POSCO has reported the loading and unloading charges on a
[ ] basis in this field.
T. Packing

List, material and labour costs associated with packing the domestically sold product.
Degcribe how the packing method differs from sales on the domestic market, for
each model. Report the amount in the listing in the column headed “Packing”.

ANSWER: Please refer to POSCO’s response to question E-1.4.

8. Commissions
For any commissions paid in relation to the domestic sales:

| - provide a description
C - explain the terms and conditions that must be met.

Report the amount in the sales listing under the column headed “Commissions”.
Identify the general ledger account where the expense is located.

NSWER: [ 1 in relation to the
omestic sales, this question is not applicable.

9. Warranties, guarantees, and after sales services

List the costs incurred. Show relevant sales contracts. Show how you calculated the
expgnses (“Warranty & Guarantee expenses” and “Technical asslstance &
othar services”), including the basis of any allocations. Include a record of
expanses incurred. Technical services Include costs for the service, repalr, or
consultation. Where these expenses are closely related to the sales in question, an
adjustment will be considered. Identify the ledger account where the expense is

located.
Hot rojled coll — investigation na. 188 - exportar questionnaire E-13
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(" ANSWER: ¥ a customer claims to have received defective merchandise,

POSCO will conduct an investigation to determine whether the claim is well
founded. Immediately after receiving the customer’s claim, POSCO will
investigate the sample received from the customer, or POSCO send its
personnel to the customer's site to Investigate. Further, POSCO negotiates

with the customer for appropriate compensation, if any.

POSCO has reported the cost of warranty expense on [
] in the domestic sales file.

The warranty cost is recorded in the “ " aeccount

(Account code: )

10. Other factors

There may be other factors for which an adjustment is required if the costs affect
price comparability — these are identified in the column headed “Other factors”. List
C % the factors and show how each has been quantified in per unit terms. For example:

- inventory carrying cost: describe how the products are stored prior to
sale and show data relating to the average length of time in inventory.
Indicate the interest rate used;

- warehousing sxpense: an expense Incurred at the distribution point,

- royalty and patent fees. describe each payment as a result of
production or sale, including the key terms of the agreement;

- advertising, and

- bad debt.

ANSWER: As stated above, POSCO has reported “credit expense” in the

|'Other factors (1)” field. Concerning the calculation of credit expense for

domestic sales, please refer to POSCO’s response to question E-1.4

POSCO also has reported “duty drawback” in the “Other factors (2)” field.
Concerning the calculation of duty drawback, please refer to POSCO’s
response to question E-2.2.

Finally, POSCO has reported the “interest revenue” collected during the
investigation period on a customer-specific basis in the “Other factors (3)”

7eld. POSCO charges its customers in the Korean home market interest for
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late payments and in certain situations where the customer requested an
extension of the payment date. POSCO provides in Appendix E-8 the
(l - calculation of the customer-specific Interest ratios.

E-3 Duplication

In ¢alculating the amount of the adjustments you must ensure that there is no
duplication.

For|example:

- adjustments for level of trade, quantity or other discounts may overlap,

or

- calculation of the amount of the difference for level of trade may be
based upon selling expenses such as salesperson’s salaries, promotion
expenses, commissions, and travel expenses.

Separate adjustment items must avoid duplication.

An @adjustment for quantities may not be granted unless the effect on prices for
quaptity differences is identified and separated from the effect on prices for level of
trade differences.

ANSWER: Since there is no duplication in POSCO’s reported adjustments
for sales in both markets, this question Is not applicable.
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Calculation of Short-term Interest Rate
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(alculation of Short-term Interest Rate (POSCO)

{(Unit: Korean Won)

Ending Balance of Short-

term borrowing Interest Expense

Year-Month

2011-04
2011-05

2011-06

2011-07
2011-08

2011-09

2011-10
2011-11
2011-12

C 2012-01

2012-02

2012-03

Total - -
(a) (b)

Average Balance of Short-term Borrowings = (a) /12 = - {¢)

Total Interest Expense = (b) = - (d)

Short-term Interest Rate = (d) / (¢) = [1.0 ~5.0%)]
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Calculation of Packing Cost (POSCO) [INDEXED].

Packing Type Product Quantity Overheél:s:’neldng Mater:;lnl:lcldng Total Packing Cost Packl‘i::t(:o! t
DCAlA 1,102
DCA4A 4,604
DCBIA 5,662
DCBIT 6,208
DCB2A 6,222
DCRIK 5,198
DCBIAT 7.613
DCB3C 7,341
DCB3E 6,817
DCBEA 7,151
DCB9A 6,939
pcclja 11,131
ECRIA 6,083
ECRIL 7.856
ECBIL 6,686
ECBIT 6,626
ECCIA 12,44
ECC1L 13,103
ECCZA 14,204
ECCOA 19,286
ECCOL 19,015
ECCON 14,578
TCC4A 20,922

Total 10,500




