PUBLIC FILE

§ LIBERTY

ONESTEEL

9 November 2017

The Director
Operations 2
Anti-Dumping Commission

EMAIL: investigations2@adcommission.gov.au

Dear Director,

Dumping Investigation ADC 418 - Steel Reinforcing Bar exported from Greece, the Republic of Indonesia,
Spain (Nervacero S.A), Taiwan (Power Steel Co. Ltd) and the Kingdom of Thailand

This submission responds to the published comments and statements of SANWA Pty Ltd (SANWA) and Nervacero
S.A (Nervacero) as reported in the Meeting Minute - File Note (EPR 32 / 418). Liberty OneSteel addresses the
erroneous or inaccurate statements as follows:

1a. OneSteel has a share of between 60-70% of the finished product market. Approximately 30-40% of
the downstream market is supplied by independent processors.

Liberty OneSteel has routinely disclosed the fact that it has related party customers. Liberty OneSteel refutes the
claims by SANWA/ Nervacero that its related customers account for a 60—70% share of the finished-goods market.
This claim is simply false and is absent of evidence to the contrary. The industry applicant estimates that its related
customers currently have approximately a . share. This is _ lower than the assertions made by SANWA/
Nervacero.

1b. These independent processors compete directly with OneSteel’s subsidiaries, OneSteel Reo and
Australian Reinforcing Company (ARC) in supplying the construction sector

SANWA/ Nervacero’s explanation of the competitive dynamic in the respective finished-goods markets fails to
acknowledge that whilst Liberty OneSteel’s related party customers compete with independent processors, the
independent processors also compete against each other for supply to the Australian construction market.

1c. OneSteel sources a majority of its scrap from related party suppliers.
SANWA/ Nervacero’s claim is false and is simply absent of any evidence to the contrary. Liberty OneSteel purchases

the majority of its scrap from unrelated parties.? The scrap that it does purchase from the related parties are made
at arms- length.
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2a. Some of the independent processors have access to rebar directly from OneSteel. Some of them
previously had access but have recently been told that their direct access supply to OneSteel will be cut
completely.

Most if not all large independent processors have direct access to rebar from Liberty OneSteel.
SANWA/Nervacero’s claim that some of them have recently been told their direct access supply from Liberty
Onesteel “will be cut completely” is false.

Following the investigation period, one small-sized processor did relinquish their direct access on the basis that they
were no longer committed to meeting the agreed terms and conditions of the existing Supply Agreement between
the two parties, i.e. by their choice they elected to source their steel elsewhere. On this basis, advice was provided
that the Supply Agreement would cease in accordance with the agreed to terms and conditions.

2b. Some independent processors have had quotas placed on the amount of rebar they can access, with
OneSteel supplying only 60 to 70% of requested supply.

Liberty OneSteel continues to supply its customers at record volumes as domestic market demand continues to
increase. Liberty OneSteel works closely with its customers regarding their forecast demand profile so as to match
supply capability. Liberty OneSteel is subsequently expecting to supply even greater volumes into the market
moving forward.

SANWA/Nervecaro fails in its commentary to advise the Commission that currently in the international market,
there has been a significant tightening of marginally priced seaborne traded reinforcing steel as a direct result of a
shortage of carbon electrodes (a key consumable for EAF steel making). i.e. steelmakers are choosing to focus on
their more profitable domestic market rather than chase low priced marginal exports that will expire their finite
key steelmaking consumable in carbon electrodes. The impact of this reduced seaborne trade is that import
availability of dumped reinforcing bar into Australia has become temporarily limited — with many overseas mills
cancelling orders placed on them and/ or limiting supply. With imports comprising ~ .% of the domestic demand
for reinforcing bar — those customers who import have (on an un- forecast basis) sought to seek this supply from
Liberty OneSteel on very short notice. Efficiently run steel mills do not operate with idle .% ‘sprint capacity’ — nor
could they from an operational perspective.

As such, it is importers such as SANWA who routinely source dumped product rather than establish longer term
sustainable supply chains, that bear significant responsibility for the current shortages in the Australian market.

2c. A large proportion of independent processors do not have the opportunity to buy from OneSteel and
can only purchase domestic rebar from the downstream operators OneSteel Reo or ARC.

SANWA/Nervacero’s is factually incorrect on two grounds.

Liberty OneSteel supplies ~ .% of independent processor demand. Furthermore, independent processors who do
not have a direct account with Liberty OneSteel are actually able to source directly from exporters, importers or
other independent processors as well as from ARC or Liberty OneSteel Reinforcing. If the suppliers of import

Liberty OneSteel

MEMBER OF

www.libertyonesteel.com G? s -
ALLIANCE

OneSteel Manufacturing Pty Ltd ABN 42 004 651 325 Page 2



PUBLIC FILE

§ LIBERTY

ONESTEEL

sources have temporarily abandoned the Australian market, it is they who have let their customers down — not
Liberty OneSteel.

3a. There is currently a shortage in the rebar market which is expected to continue. The shortage in the
market has led OneSteel looking to source rebar internationally post the investigation period. OneSteel is
now seeking to import rebar coils in a range of diameters.

There is a shortage of rebar in the international market which has impacted the Australian market in the short term.
Liberty OneSteel is a committed supplier and partner to the Australian construction industry and as such is acting to
fill the supply void recently left by importers. As an interim measure Liberty OneSteel has purchased a small
quantity of imported rebar, and has added additional shifts to increase its operational capacity post-Christmas. By
early-2018 Liberty OneSteel plans to add an additional _ tonnes of steel making operating
domestically.

4. If OneSteel is unable to supply the market and import supply is penalised by dumping duties,
independent processors will have no access to rebar and will be further tempted to import finished cut and
bent product. The long lead times for importation are an issue but it will be possible to import standard
products.

It is not the responsibility of Liberty OneSteel to supply the entire rebar market although once the additional shifts
are optimised, the industry applicant has the potential capacity to do so.

SANWA and Nervacero are aware that import supply itself is not penalised by dumping duties. There remain many
sources of rebar that do not have dumping duties applying to them, many already with ACRS certification. These
include exporters in NZ, Malaysia, Turkey, Italy and Portugal.

Further, dumping duties where applied, are only set at a level to remove the dumped value of the goods. They do
not prevent importers from continuing to import the goods if they choose to at non dumped prices. Countries with
dumping duties applied to rebar exports to Australia that have continued to supply the Australian market include
Singapore, South Korea, China and Spain.

5. A number of independent processors were looking to invest in machines to process 24mm coils. Due to the
uncertainty caused by anti-dumping investigation 418, the market lacks the confidence to go ahead with
these investments.

Uncertainty does impact investment decisions. Dumped product and unfair trade creates a greater level of
uncertainty for investors than creating a level playing field. If Nervacero or the other mills that SANWA purchase

from are not dumping, then the outcome of Dumping Investigation No. 418 should not impact their decision making
process.
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6. Nervacero supplies hot spooled deformed bar coils. These can only be processed using machines used in
the international market. The type of spooled rebar supplied by Nervacero is not manufactured in Australia.

Liberty OneSteel also manufacturers and supplies spooled deformed bar coils in 10mm, 12mm and 16mm sizes and
- [ Confidential supply commentary ].

Below is a photo of a Nervacero spooled rebar coil versus a Liberty OneSteel spooled coil. If the Nervacero coil had
unique benefits that were valued highly by the market there should be no need for them to be dumping the
product into the Australian market.

Nervacero DBIC

Liberty OneSteel DBIC
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7. The viability of a steel company is judged by the difference between its input costs and what it sells at.
Nervacero stated that the gap between input costs (in particular scrap) and deformed bar pricing was
around twice as high in Australia as in other steel producing countries.

This claim is unsubstantiated and surprising coming from SANWA/Nervacero. If the Australian pricing for rebar is
around twice as high in Australia as in other steel producing countries, why is it that exporters such as Nervacero
and its related business Celsa Barcelona, choose to dump to compete in the market. Selling into the Australian
market at a lower price than they do in their domestic Spanish market (dumping) contradicts this statement, unless
it is importers such as SANWA who are inflating prices with high margins?
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International Rebar Prices

Graph 1 —Platts

Graph 1 above indicates that it is Nervacero’s regional market of Southern Europe that has much higher prices for
rebar than the Asian markets that Australia competes alongside. The Celsa Group specifically is often quoted in
relation to the pricing and market activity in Europe. For example, in July 2017 Metal Bulletin reported:

Spanish steelmaker Celsa will introduce an extra charge of €9 (510) per tonne on all of its products across
Europe from the beginning of August, a company spokesman told Metal Bulletin on Thursday July 27.

The surcharge is to be introduced because of increased costs for ferro-alloys, electrodes and refractories, the
company said in a letter to customers seen by Metal Bulletin.

“Until July 2017, we absorbed these additional costs without passing them through to our
customers. Unfortunately, it is now apparent that this is not a short-term situation, and we envisage
that this will continue through the rest of 2017 and for the whole of 2018,”
Celsa said in the letter. Celsa’s decision comes after Metal Bulletin heard from other European mills this
month that rising production costs were squeezing margins and making price increases necessary. “As well
as [strengthening] markets, there is a very significant push from the cost side,”

In September 2017 Metal Bulletin also quotes Celsa Steel Commercial Director José Angel Rey:

“European costs for rebar and billet produced through the electric arc furnace (EAF) route have risen by
about €40 (548) per tonne”
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7. The issue affecting the independent fabricating market most is not about the price of rebar but the price of
the finished cut and bent products and in particular the apparent resistance from ARC and OneSteel Reo to
increase the finished cut and bent product pricing. When the price of rebar rises, independent processors
cannot pass on the price rise because OneSteel sets the price as the biggest player in the market.

This is again a confusing statement and is difficult to understand its relevance to Dumping Investigation No. 418.
After claiming that Australia’s rebar prices are twice as high as the rest of the world and that dumping duties
penalises all imports, SANWA/Nervacero also claim that it is not the price of the rebar itself that is the real issue,
but the fact that the processors cannot lift the prices of the finished goods high enough.

The verified facts of Dumping Investigation No. 418 are that the Commission has confirmed that Liberty OneSteel
was unprofitable during the investigation period and that the price it sold to related and unrelated customers was
comparable.

9. The biggest complaint of the independent processors is that if they do not have direct mill access, then
they have to purchase domestic rebar from their competitors (ARC and OneSteel Reo) at prices which are
too high to be competitive for them.

This statement is another misleading claim. Independent processors who do not have direct mill access do not have
to purchase from just ARC and Liberty OneSteel Reinforcing, they also have the choice to purchase from exporters,
importers or other independent processors. The only situation that would arise was if they were forced to buy from
ARC and Liberty OneSteel Reinforcing, because they were refused supply by the exporters, importers or other
independent processors.

10.The ACRS accreditation process means that a majority of the rebar exported to Australia is
manufactured by reputable exporters who have a minimum 6 month commitment to supply (to get ACRS
certification) and cannot be short term opportunistic “dumpers”.

SANWA/Nervacero are conflating the issues of quality assurance and unfair trade. ACRS third party quality
certification is a market requirement to ensure that steel goods (local or foreign) are in fact made to the applicable
Australian standard. There is no relationship between a company being ACRS accredited and whether or not that
company will be found to be dumping. To the contrary, the evidence shows that many ACRS certified mills have
been also found to be dumping.

The recent behaviour of those exporters (including those with ACRS certification) who have abandoned the

Australian market in preference to supplying their own more profitable domestic market indicates that they are
likely to be the opportunistic dumpers that SANWA/ Nervacero claim them not to be.

FOR AND ON BEHALF OF THE AUSTRALIAN INDUSTRY APPLICANT

ONESTEEL MANUFACTURING PTY LTD (trading as LIBERTY ONESTEEL)
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