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1 SUMMARY

1.1 Introduction

This termination report relates to an investigation (Investigation 418) by the Anti-Dumping
Commission (the Commission) in response to an application for the publication of a
dumping duty notice by OneSteel Manufacturing Pty Ltd now trading under the business
name Liberty OneSteel (the applicant or OneSteel).

OneSteel’s application alleged that steel reinforcing bar (rebar), exported to Australia from
Greece, the Republic of Indonesia (Indonesia), Spain ( by Nervacero S.A), Taiwan (by
Power Steel Co. Ltd), and the Kingdom of Thailand (together, the subject countries), at
dumped prices has caused material injury to the Australian industry producing like goods.

This report sets out the facts on which the Commissioner of the Anti-Dumping
Commission (the Commissioner) based his decision to terminate part of Investigation 418
in so far as it relates to certain exporters from Indonesia.

1.2 Finding

In accordance with subsection 269TDA(1) of the Customs Act 1901 (the Act),! the
Commissioner must terminate an investigation if the Commissioner is satisfied that there
has been dumping by an exporter of some or all of the goods (the subject of the
application), but the dumping margin for the exporter, worked out under section
269TACB, when expressed as a percentage of the export price or weighted average of
the export prices used to establish that dumping margin, is less than 2 per cent.

The Commissioner is satisfied that in relation to the goods that are subject of the
application (the goods)?, there has been dumping by Indonesian exporters PT Ispat
Panca Putera (Ispat) and PT Putra Baja Deli (Putra Baja Deli) but the dumping margin for
each exporter is less than 2 per cent.

In accordance with subsection 269TDA(1), the Commissioner therefore decided to
terminate Investigation 418 so far as it relates to exporters Ispat and Putra Baja Deli.

Public notice of the Commissioner’s termination decisions was published on the
Commission’s website (ADN 2018/08 refers).3

1.3 Authority to make decision

Division 2 of Part XVB of the Act describes, among other matters, the procedures to be
followed and the matters to be considered by the Commissioner in conducting
investigations in relation to the goods covered by an application under subsection
269TB(1) for the purpose of making a report to the Parliamentary Secretary.

1 All legislative references in this report are to the Customs Act 1901, unless otherwise stated.
2 A full description of the goods is at section 2.3 of this report.
3 Document 64, EPR 418
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The Parliamentary Secretary exercises the functions and powers of the Minister under
Part XVB of the Act.

Section 269TDA describes the circumstances in which the Commissioner must terminate
an investigation.

1.4 Application and initiation of the investigation

On 31 May 2017, OneSteel lodged an application requesting that the Parliamentary
Secretary publish a dumping duty notice in respect of rebar exported to Australia from the
subject countries.* In its application, OneSteel alleged that the Australian industry had
experienced injury due to exports of rebar from the subject countries at dumped prices
through:

price depression;

price suppression;

price undercutting;

lost market share;

lost sales volume;

loss of revenue;

loss of profits;

loss of profitability;

reduced capital investment;
reduced asset utilisation;
reduced employment and wages; and
growing stock-on-hand

On 16 June 2017, OneSteel provided further information in support of its application.
Having considered the application and the supporting information provided by OneSteel,
the Commissioner was satisfied of the matters set out in subsection 269TC(1). The
Commissioner therefore decided not to reject OneSteel’s application and initiated
Investigation 418 on 27 June 2017.

Details of the initiation decision made by the Commissioner are available in Anti-Dumping
Notice (ADN) No. 2017/92> and Consideration Report No. 418 (CON 418)¢, which are
available on the electronic public record (EPR) maintained on the Commission’s website.”

The Commissioner specified that:

e 1 April 2016 to 31 March 2017 is the investigation period for the purpose of
examining whether the goods exported from the subject countries were at dumped
prices; and

4 Documents 1,2 and 3, EPR 418
5 Document 5, EPR 418.

6 Document 4, EPR 418.

7 www.adcommission.gov.au.
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e the injury analysis period for the purpose of determining whether material injury to
the Australian industry has been caused by exports of dumped goods is from
1 April 2013.

1.5 Preliminary affirmative determination

In accordance with subsection 269TD(1), the Commissioner may make a preliminary
affirmative determination (PAD) if satisfied that there appears to be sufficient grounds for
the publication of a dumping duty notice, or if it appears that there will be sufficient
grounds subsequent to the importation of the goods into Australia.

Where a PAD is not made 60 days after initiation of the investigation, the Customs
(Preliminary Affirmative Determinations) Direction 2015 (PAD Direction) directs the
Commissioner to publish a status report providing reasons why a PAD was not made.

On 28 August 2017, being 60 days after the initiation of Investigation 418, the
Commissioner published a status report.8

As required by section 9 of the PAD Direction, if the Commissioner has published a status
report in relation to an investigation, the Commissioner must reconsider whether or not to
make a PAD at least once prior to the publication of the Statement of Essential Facts
(SEF).

The Commissioner reconsidered whether to make a PAD prior to the publication of the
SEF in relation to Investigation 418 (SEF 418), and on 14 November 2017, the
Commissioner made a PAD as he was satisfied that there appeared to be sufficient
grounds for the publication of a dumping duty notice in relation to exports of the goods
from the subject countries, except for goods exported by Ispat and Putra Baja Deli (ADN
2017/167 refers).®

Following the making of the PAD, and to prevent material injury to the Australian industry
occurring while the investigation continued, securities were taken in respect of any interim
dumping duty that may become payable, for goods exported from the subject countries
(except for exports by Ispat and Putra Baja Deli) and entered for home consumption in
Australia on or after 15 November 2017.

1.6 Statement of essential facts

The Commissioner must, within 110 days after the initiation of an investigation, or such
longer period as allowed under subsection 269ZHI(3), place on the public record a SEF
on which the Commissioner proposes to base a recommendation to the Parliamentary
Secretary in relation to the application.

The Commissioner placed SEF 418 on the public record on 14 November 2017.10 In the
SEF, the Commissioner proposed to terminate the investigation with respect to Ispat and

8 Document 16, EPR 418.
9 Document 42, EPR 418.
10 Document 41, EPR 418.
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Putra Baja Deli on the basis that Ispat was found not to be dumping, and the dumping
margin for Putra Baja Deli was negligible.

1.7 Final report

The Commissioner must, within 155 days after the initiation of an investigation arising
from an application under section 269TB, or such longer period as allowed under
subsection 269ZHI(3), provide his final report and recommendations in relation to the
investigation to the Parliamentary Secretary, unless the investigation is terminated earlier.

The Commissioner’s final report in relation to Investigation 418 (Report 418) was
originally due to be provided to the Parliamentary Secretary by 29 November 2017. The
due date for providing the final report and recommendations was extended on two
occasions by the Commissioner and Report 418 is to be provided to the Parliamentary
Secretary on or before 22 January 2017.

1.8 Submissions

The Commission received numerous submissions from interested parties during the
course of Investigation 418. Submissions relevant to this termination report are discussed
in the report.

1.9 Public Record

The public record contains the non-confidential submissions received from interested
parties during the course of Investigation 418, the non-confidential versions of the
Commission’s visit reports and other publicly available documents. It is available by
request in hard copy in Melbourne or online at www.adcommission.gov.au.

Documents on the public record should be read in conjunction with this termination report.

Steel reinforcing bar — Greece, Indonesia, Spain (Nervacero S.A),
Taiwan (Power Steel Co Ltd) and Thailand
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2 THE GOODS AND LIKE GOODS

2.1 Finding

The Commissioner is satisfied that rebar manufactured by the Australian industry is like
goods to the goods that are the subject of the application.

2.2 Legislative framework

Subsection 269TC(1) of the Act requires that the Commissioner must reject an application
for a dumping duty notice if, inter alia, the Commissioner is not satisfied that there is, or is
likely to be established, an Australian industry in respect of like goods.

In making this assessment, the Commissioner must firstly determine that the goods
produced by the Australian industry are “like” to the imported goods. Subsection 269T(1)
defines like goods as:

“Goods that are identical in all respects to the goods under consideration or that,
although not alike in all respects to the goods under consideration, have
characteristics closely resembling those of the goods under consideration”.

2.3 The goods

The goods are:

Hot-rolled deformed steel reinforcing bar whether or not in coil form, commonly
identified as rebar or debar, in various diameters up to and including 50
millimetres, containing indentations, ribs, grooves or other deformations produced
during the rolling process.

The goods covered by this application include all steel reinforcing bar meeting the
above description regardless of the particular grade, alloy content or coating.

Goods excluded from this application are plain round bar, stainless steel and
reinforcing mesh.

2.4 Tariff classification

The goods are generally, but not exclusively classified to the following tariff subheadings
in Schedule 3 to the Customs Tariff Act 1995:

Tariff subheading Statistical code
7213.10.00 42
7214.20.00 a7
7227.90.10 69
7227.90.90 4211

11 Operative until 31 December 2014.
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Tariff subheading Statistical code
7227.90.90 01, 02, 0412
7228.30.10 70
7228.30.90 40
7228.60.10 72

Table 1 -Tariff Classifications

Note: The goods are defined by the goods description, not the tariff classifications
2.5 Like goods assessment

In its application OneSteel stated that imported rebar is manufactured in a similar manner
to the rebar produced in Australia, is directly substitutable for rebar produced domestically
by OneSteel, and possesses the same essential performance characteristics as locally
produced rebar. It noted that rebar is generally regarded as a commodity product, which
when having similar grade and dimension, is interchangeable regardless of origin.

The Commissioner’s assessment of whether locally produced rebar is identical to, or
closely resembles, the goods under consideration is based on a comparison of the
information provided by OneSteel in its application, the information gathered through
verification visits to OneSteel, importers and exporters, and submissions made to
Investigation 418.

An Australian industry can apply for relief from injury caused by dumped or subsidised
imports even if the goods it produces are not identical to those imported. The industry
must however, produce goods that are “like” to the imported goods.

Where the locally produced goods and the imported goods are not alike in all respects,
the Commissioner assesses whether they have characteristics closely resembling each
other against the following considerations:

e physical likeness;
commercial likeness;
functional likeness; and
production likeness.

2.5.1 Physical likeness

The Commissioner is satisfied that the primary physical characteristics of the imported
goods and locally produced rebar are alike.

Australian industry produces rebar in coil and straight forms (rebar coils and rebar
straights, respectively) in a range of sizes and diameters to meet the requirements of
AS/NZ 4671:2001 Steel reinforcing materials (Australian Standard). The Australian
Standard specifies the desired mechanical, chemical and dimensional characteristics for
rebar in the Australian market.

12 Operative from 1 January 2015
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Like the locally produced rebar, the imported goods that are sold in the Australian market
are typically manufactured to meet the requirements of the Australian Standard. The
desired chemical, mechanical and dimensional requirements for rebar that are specified
by the Australian Standard can be achieved by different methods such as the addition of
micro-alloys or heat treatment and cold working processes.

The imported rebar and locally produced rebar are manufactured to a similar range of
lengths and diameters, and are alike in appearance. While the indentations, ribs and
grooves on the rebar vary between mills, these variations do not significantly modify the
performance characteristics of the rebar. The Australian Standard dictates the percentage
of surface area that must contain deformations.

2.5.2 Commercial likeness

The Commissioner is satisfied that locally produced rebar competes directly with imported
rebar in the Australian market and is sold to common users. The imported rebar and
domestically produced rebar are therefore commercially interchangeable.

Imported and locally produced rebar is purchased by rebar processors and steel service
centres for supply into the residential, commercial and engineering construction sectors.
The distribution channels are the same for imported rebar and the locally produced rebar.

The verified exporter and importer data indicates that parties in the supply chain switch
between import sources and Australian industry. There is close price competition between
the imported rebar and domestically produced rebar indicating that product differentiation
is not recognised by the market.

2.5.3 Functional likeness
Both the locally produced and imported goods have comparable or identical end-uses.

Rebar can be used ‘as is’ or may be subject to post production processing such as
bending, welding and cutting. The use of rebar coil requires the use of straightening and
cutting machines but rebar processors or service centres can use either rebar straights or
rebar coils depending on the equipment available in their processing facility.

The end uses are similar with locally produced and imported rebar being predominantly
used to reinforce concrete structures and precast structures. The imported goods and the
locally produced goods are therefore functionally substitutable.

2.5.4 Production likeness

The Commissioner considers that the locally produced goods are manufactured in a
similar manner to the imported goods.

OneSteel’s mills are certified by Australasian Certification Authority for Reinforcing and
Structural Steels (ACRS), which is an independent, not for profit production certification
scheme. The ACRS ‘mark’ is internationally recognised as the means of showing
conformity to the Australian Standard. Steel mills with ACRS accreditation are subject to
the manufacturing and testing processes prescribed by ACRS to meet the requirements
of the Australian Standard. Imported rebar sold in the Australian market generally
originates from mills that are ACRS accredited.

Steel reinforcing bar — Greece, Indonesia, Spain (Nervacero S.A),
Taiwan (Power Steel Co Ltd) and Thailand
11
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Based on its observation of the exporters’ production facilities and OneSteel’s production
facility at Laverton, and the information provided by exporters and OneSteel regarding
their production processes, the Commission considers that key production steps and

processes are alike.

Steel reinforcing bar — Greece, Indonesia, Spain (Nervacero S.A),
Taiwan (Power Steel Co Ltd) and Thailand
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3 DUMPING INVESTIGATION

3.1 Finding

The Commissioner has found that during the investigation period exports from Indonesia
by Ispat and Putra Baja Deli were dumped but the dumping margins were negligible (i.e.
less than 2 per cent).

The dumping margin for Ispat was 0.3 per cent. The dumping margin for Putra Baja Deli
was 0.4 per cent.

The Commission’s calculations of export price, normal value and dumping margins for
Ispat and Putra Baja Deli are at Confidential Attachment 1.

3.2 Exporters

Subsection 269T(1) provides that, in relation to a dumping investigation, an exporter is a
‘cooperative exporter’ where the exporter’s exports were examined as part of the
investigation and the exporter was not an ‘uncooperative exporter’. At the commencement
of the investigation, the Commission contacted known exporters of the goods from the
countries within the scope of the investigation as identified in the import database of the
Australian Border Force, and invited them to complete an exporter questionnaire. The
exporter questionnaire sought information regarding the exporters’ commercial
operations, the goods exported to Australia, like goods sold on the domestic market and
to third countries, economic and financial details and relevant costing information.

The Commission received satisfactorily completed response to the exporter
guestionnaires (REQ) within a reasonable period from Ispat and Putra Baja Deli. The
Commissioner considers that these exporters are cooperative exporters.

Non-confidential REQs and verification visit reports for Ispat and Putra Baja Deli are
available on the public record and provide additional detail to the discussion below. The
visit reports should be read in conjunction with this report.13

3.3 Approach to verification

The Commission conducted onsite verification in relation to Ispat and Putra Baja Deli. On
the basis of the Commission’s onsite verification, the Commissioner is satisfied that:

e the verified data provided by Ispat and Putra Baja Deli is reasonably accurate,
relevant, complete; and
e the data can reliably be used to calculate dumping margins.

The Commissioner has had regard to:

¢ the standard procedures that Commission staff follow at an onsite verification to
reach satisfaction as to the overall validity and veracity of the data provided by an

13 Documents 10, 14, 26, 27, 29 and 31, EPR 418.
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exporter. These verification procedures are documented in Attachment A of Anti-
Dumping Notice (ADN) 2016/30;4 and

e the verification procedures that were followed by the Commission in relation to
Ispat and Putra Baja Deli as documented in the confidential attachment to the
verification report for that exporter. The non-confidential verification visit reports
for each exporter are available on the Commission’s website.15

As noted in Attachment A of ADN 2016/30, information is verified by the Commission by
reviewing cross-sections of data and information from the REQ to reach satisfaction as to
the overall validity of that data and information. This involves interviewing relevant
company personnel, examining financial records, examining information on accounting
systems in real time and cross checking information provided by the interested party to
other external sources. In accordance with the Commission’s exception based verification
reporting, the verification processes are not described in great detail in the Commission’s
verification reports. The verification visit reports for Ispat and Putra Baja Deli provide
information regarding the material aspects of the verification, including explanations of
any material issues identified during verification.

3.4 Dumping assessment — Ispat (Indonesia)
3.4.1 Export price

In respect of Ispat’s Australian export sales during the investigation period, the
Commission considers that:

e the goods have been exported to Australia otherwise than by the importer;

e the goods have been purchased by the importer from the exporter; and

e the purchase of the goods by the importer was an arm’s length transaction.
The export price has therefore been determined under subsection 269TAB(1)(a), as the
price paid for the goods by the importer, less transport and other costs arising after
exportation.

3.4.2 Normal value

The Commission has found sufficient volumes of domestic sales of like goods by Ispat
that were at arm’s length and at prices that are in the ordinary course of trade (OCOT).
The Commissioner is therefore satisfied that the prices paid in respect of domestic sales
of rebar by Ispat are suitable for assessing normal value under subsection 269TAC(1).

3.4.3 Submissions received from interested parties

In a submission that was received by the Commission prior to publication of the SEF,6
OneSteel sought clarification regarding the date of sale for Ispat’s export and domestic
transactions. It also sought clarification as to why the Commission did not perform a direct

14 www.adcommission.gov.au
15 Document 26 and 31 respectively, EPR 418.
16 Document 37, EPR 418.
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model match to Indonesian rebar grade BjTS U50 rather than making an upwards
adjustment to normal value for specification differences to BjTS U50.

In its submission in response to the SEF1” OneSteel:

e sought clarification whether sales of round bar and further processed bars (cut and
bent) were identified and excluded by the Commission in its ascertainment of
normal value;

e reiterated that it was unclear why a direct model match between Indonesian rebar
grade BjTS U50 and the export model was not made, and

e stated that there was no evidence that the supply of like goods ex-stock has
affected price comparability between Ispat’'s domestic and export sales. Further,
the Commission must ensure that any calculation of inventory holding charges is
not affected by irrelevant goods warehoused alongside the goods exported to
Australia.

3.4.4 Commissioner’s consideration
Date of sale

The Commissioner confirms that the Commission used the date of the invoice as the date
of sale for Ispat’s export and domestic sales.

Direct model matching

In relation to OneSteel’s query as to why a direct model match between Indonesian rebar
grade BJTS U50 and the export model was not carried out, the Commissioner notes that
consistent with legislative requirements, the Commission generally applies the like goods
test to identify the pool of domestic sales that are available and then applies model
matching criteria to identify the most relevant sales for the purposes of comparison to the
goods exported to Australia.

The Commissioner has had regard to confidential information and is satisfied that the
Commission has correctly identified the most relevant sales for the purposes of
comparison. The Commission has found that there was a sufficient volume of domestic
sales of like goods (BjTS U40) made in the ordinary course of trade, in sales that were
arms-length transactions.

As the closest equivalent domestic rebar grade to the exported rebar is Indonesian rebar
grade BJTS U50, using information regarding the price difference between BjTS U40 and
BjTS U50 that was disclosed in documents provided by Ispat, the Commission applied an
upwards adjustment to normal values based on the percentage price difference.

17 Document 47, EPR 418.
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Exclusion of goods that are not like goods to the goods under consideration

The Commissioner is satisfied that sales of round bar and further processed bars (cut and
bent) have been excluded by the Commission in its ascertainment of normal value.

Inventory holding charges

As noted in the verification report,18 Ispat’'s domestic sales were generally supplied
ex-stock, while its export sales were made to order. Ispat claimed an adjustment for
inventory carrying costs. OneSteel objected to the adjustment.

The Dumping and Subsidy Manual sets out the Commission’s practices in assessing
whether an adjustment for inventory carrying costs is warranted.1® Inventory carrying
costs generally include the opportunity cost of the investment involved with inventory and
the costs incurred in storage, warehousing activities and insurance. Exporters need to be
able to demonstrate that the costs associated with holding goods for sale are different in
so far as they relate to relevant domestic sales and relevant export sales and that the
differences are reflected in price. On further consideration the Commissioner is of the
view that the information provided by Ispat does not satisfy these two elements.

The Commissioner has therefore not accepted Ispat’s claim for an adjustment for
inventory holding charges. This resulted in a reversal of the adjustment for inventory
holding charges that was accepted in SEF 418.

Adjustments summary

The Commission is satisfied that there is sufficient and reliable information to justify the
following adjustments, in accordance with subsection 269TAC(8), and considers these
adjustments are necessary to ensure a fair comparison of Ispat’s normal values and
export prices:

Adjustment Type Deduction/addition

Domestic inland freight Deduct the cost of domestic inland freight
Domestic bank charges Deduct the cost of domestic bank charges
Specification Adjustment Add a specification adjustment

Export inland transport Add the cost of export inland transport
Export handling expenses Add the cost of export handling expenses
Export bank charges Add the cost of bank charges

Table 2: Adjustments to normal value - Ispat
3.4.5 Dumping margin

In SEF 418, a preliminary dumping margin of -2.2 per cent was proposed in respect of
rebar exported to Australia by Ispat for the investigation period.

18 Document 31, EPR 418.
19 page 75, Dumping and Subsidy Manual

Steel reinforcing bar — Greece, Indonesia, Spain (Nervacero S.A),
Taiwan (Power Steel Co Ltd) and Thailand
16



PUBLIC FILE

In calculating the preliminary dumping margin for Ispat in SEF 418, the Commissioner
found that the material terms of Ispat’s export sales were established on the date of the
invoice rather than the date of the contract. However, in order to compare the export price
of goods exported to Australia and the corresponding normal values of like goods the
Commission converted currencies using the Reserve Bank of Australia (RBA) exchange
rate that applied on the date of the contract rather than the date of the invoice. Subsection
269TAF(1) requires that a conversion of currencies is to be made using the rate of
exchange on the date that best establishes the material terms of the sale of the exported
goods. In order to compare the export price of goods exported to Australia and the
corresponding normal values of the like goods the Commission has therefore now
converted currencies using the RBA exchange rate that applied on the date of the invoice.

As discussed at section 3.4.4 above, the Commissioner has also not accepted Ispat’s
claim for an adjustment for inventory holding charges. These two changes have resulted
in a revised dumping margin.

The dumping margin has been assessed by comparing weighted average Australian
export prices to the corresponding quarterly weighted average normal value for the
investigation period, in accordance with subsection 269TACB(2)(a) of the Act.

The dumping margin in respect of rebar exported to Australia by Ispat for the investigation
period is 0.3 per cent.

3.5 Dumping assessment — Putra Baja Deli (Indonesia)

3.5.1 Export price

In respect of Putra Baja Deli’'s Australian export sales during the investigation period, the
Commissioner considers that:

e the goods have been exported to Australia otherwise than by the importer;
e the goods have been purchased by the importer from the exporter; and
e the purchase of the goods by the importer was an arm’s length transaction.

The export price has therefore been determined under subsection 269TAB(1)(a), as the
price paid for the goods by the importer, less transport and other costs arising after
exportation.

3.5.1.1 Submission from OneSteel

OneSteel raised the following issues?0 in relation to the export price ascertained by the
Commission:

e it requested clarification as to how the Commission satisfied itself that Putra Baja
Deli was in fact the producer of the goods exported to Australia;

e it expressed concern regarding the reliability of the information used to determine
export prices under subsection 269TAB(1)(a). It noted particular sections of the
verification report that it believed lent support to its concerns, including parts of the
report that stated that the exporter had included a formula for calculating the

20 Document 47, EPR 418.
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exchange rate applicable on the date of the sale and provided a link to the
Indonesian government website that published the exchange rate used by Putra
Baja Deli; and

e it noted that during the verification, Putra Baja Deli had been asked to revise its
Australian sales data to exclude all sales of non-goods and queried if there had
been an assessment that all sales of non-goods were in fact excluded and that all
goods exported to Australia were included.

3.5.1.2 Commissioner’s consideration

Identity of exporter and producer

The Commissioner is satisfied that Putra Baja Deli was in fact the producer of the like
goods and the goods. While the verification visit was conducted at Putra Baja Deli's head
office located at Jakarta, the Commission’s verification team visited Putra Baja Deli’s
rolling mill at Serang and viewed the production of the goods. The Commission also
verified Putra Baja Deli’s financial records that indicated the shift in production from its
facility based at Medan to Serang around June 2016.

Accuracy of export price information

As discussed at section 3.3 of this report, the Commissioner has had regard to:

e the standard procedures that Commission staff follow at an onsite verification to
reach satisfaction as to the overall validity and veracity of the data provided by an
exporter;

e the verification procedures that were followed by the Commission in relation to
Putra Baja Deli; and

e the information provided by Putra Baja Deli; and

is satisfied that the export price information provided by Putra Baja Deli is reasonably
accurate, relevant and complete, and can be relied on to determine export prices under
subsection 269TAB(1).

In accordance with the Commission’s exception-based verification reporting?!, the Putra
Baja Deli verification report outlined all the changes that were made to the data originally
supplied by Putra Baja Deli, including data corrections made by the exporter to the
satisfaction of the Commission’s verification team. The reporting of the exceptions does
not negate the overall finding by the Commission regarding the accuracy of the export
price information.

As noted in the verification report?22, the Commission’s verification team requested that
Putra Baja Deli revise the Australian sales spreadsheet to provide the actual exchange
rate (as recorded in its own accounting records) that it used to convert US dollar (USD) to
Indonesian Rupiah (IDR). Putra Baja Deli made the changes as requested, and for
verification purposes, also provided a link to the Indonesian government website that
published the exchange rates which it adopted for currency conversion.

21 ADN 2016/30 available on www.adcommission.gov.au
22 Document 26, EPR 418.
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At the visit, the Commission’s verification team, having identified that some non-goods
were included in the list of goods exported to Australia that was provided to the
Commission, asked Putra Baja Deli to revise the listing to exclude all non-goods from that
listing. Putra Baja Deli provided an amended list. The Commission viewed Putra Baja
Deli’'s general ledger system using the general ledger codes and chart of accounts codes
and noted that only the goods exported to Australia during the investigation period were
included in the revised data.

The Commissioner is satisfied that the revised Australian sales data provided by Putra
Baja Deli does not include the sale of goods not subject of the investigation and includes
all goods exported to Australia and is hence complete and accurate.

3.5.2 Normal value

The Commission has found sufficient volumes of domestic sales of like goods by Putra
Baja Deli that were at arm’s length and at prices that are in the OCOT. The
Commissioner is therefore satisfied that the prices paid in respect of domestic sales of
rebar by Putra Baja Deli are suitable for assessing normal value under subsection
269TAC(1).

3.5.2.1 Submission from OneSteel

OneSteel raised a number of issues in relation to the Commission’s ascertained normal
value:

OneSteel stated that it was not clear how the Commission had determined the accuracy
of the volume and value of finished goods purchased and resold by Putra Baja Deli after
asking the exporter to amend the cost to make and sell (CTMS) spreadsheet to exclude
those sales. It submitted that the verification does not provide satisfaction that all
irrelevant sales have been identified and excluded.

With respect to the Commission’s assessment of Indonesian rebar grade BjTS U50 grade
as the most comparable model to the exported goods, OneSteel submitted that there was
an unacceptable degree of unreliability on the financial information of Putra Baja Deli due
to the following reasons:

e it was unclear that the sales price for the BjTS U50 grade ‘like goods’ was in fact
compared to the verified quarterly CTMS for BjTS U50 grade product;

e it was unclear whether there were sales of BjTS U50 grade ‘like goods’ at a loss
when compared to the quarterly CTMS for BjTS U50 grade products and if so
whether sufficient proportions of that unprofitable volume was found to be
recoverable against Putra Baja Deli’'s CTMS across the investigation period;

e it was unclear what percentage of Putra Baja Deli’'s domestic sales volume of
BjTS U50 grade was profitable and recoverable; and

e it was unclear in the event that domestic sales of BjTS U50 sold in OCOT were
insufficient to be used to ascertain normal values under subsection 269TAC(1), if
other grades were treated as like goods (with adjustments).

OneSteel stated that:
¢ the Commission had failed to clarify whether there were additional billet grades

(other than the billet grades 5SP and 3SP mentioned in the verification report)
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used to produce the finished grades of like goods (Indonesian rebar grades B|TS
U35, BjTS U40 and BjTS U50) sold into the domestic market;

the Commission must clarify which billet grade was used to produce which
finished goods sold into the domestic market. Unless the Commissioner is able to
have any confidence in the relationship between the billet costs and the finished
grades of rebar, Putra Baja Deli’'s CTMS information for domestic sales is
unreliable for use in ascertaining whether there are suitable domestic sales of like
goods made in OCOT,;

to ensure that only relevant costs are included in the amount worked out to be the
cost of production of like goods, clarification is required of the grade of billet used
to produce the exported rebar. The 5SP billet grade could not have been used to
produce rebar that met the chemistry specification of the Australian Standard as
the Australian Standard specifies a maximum carbon content of 0.22 percent for
the cast billet grade while the Russian Standard GOST 380 specifies a carbon
range of 0.28 per cent to -0.37 per cent for billet grade 5SP;

clarification is required of whether the Commission assessed the method of
production of the grades of like goods sold in the domestic market (i.e. thermo-
mechanical treatment or micro-alloying). OneSteel sought clarification as to
whether the Commission inspected a number of mill test certificates for each billet
grade purchased and observed any deliberate addition of microalloys like
vanadium or niobium, and where such additions were found to have been made,
OneSteel sought clarification as to why the Commission had not made an
upwards adjustment to the normal value on account of observed differences in
price comparability;

it is unclear how the Commission was able to satisfy itself of the accuracy,
relevance and completeness of Putra Baja Deli’s financial information given the
errors that were identified by the Commission in the spreadsheets provided by
Putra Baja Deli in its REQ and the revisions of the raw materials spreadsheet. It is
also unclear when the Commission requested that Putra Baja Deli revise the raw
materials spreadsheet, whether it also requested that Putra Baja Deli determine
the domestic CTMS for each model sold on the domestic market or at least BjTS
U50; and

in summary given the number of variances, revisions and shortcomings in Putra
Baja Deli’'s CTMS information for domestic sales, the Commissioner cannot be
satisfied of the reliability of the exporter’s cost of production or manufacture of like
goods and should disregard the submitted information.

In relation to the accuracy of Putra Baja Deli’s cost of production, OneSteel stated that:

it is unclear whether the CTMS is at all relevant to the like goods or if it is
representative of the costs of production of completely irrelevant models and
goods outside OCOT given the admissions of unreliability contained in the
verification report; and

it is not clear whether or not an allocation of the fixed overhead expenses of the
facility at Medan were included in Putra Baja Deli’s cost to make (CTM) or selling,
general and administration (SG&A) expenses across the entire investigation
period and whether the charges for the establishment of the Serang facility have
been included. The verification reports suggests that the Commission did not
consider these costs relevant and if that is the case that is an error and an
understatement of Putra Baja Deli’'s CTMS of domestic goods. One Steel queried
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whether the CTM or SG&A expenses included depreciation expenses and if so
what was the method of allocation used.

OneSteel submitted the Commission’s finding that there was no evidence of a relationship
other than a commercial relationship between Putra Baja Deli and its domestic customers
is at odds with Putra Baja Deli’'s REQ which contains an admission of a related party
transaction leading OneSteel to believe that the Commission failed to test whether the
related party sales were at arm’s length.

OneSteel questioned the accuracy of adjustments made by the Commission for due
allowance:

e noting that the Commission asked Putra Baja Deli to revise the domestic sales
spreadsheet using actual inland transport costs, OneSteel stated that it is unclear
how the revised inland transport costs were verified to Putra Baja Deli’s actual
inland transport costs. OneSteel also questioned why the Commission applied an
adjustment based on the quarterly weighted average costs (per kilogram basis)
when the actual costs were available. Because of the unreliability of Putra Baja
Deli’s claims, OneSteel submitted the adjustment should not be made;

e inrelation to the Commission’s assessment of the correct export inland freight and
handling costs to apply an adjustment for these costs, One Steel queried whether
there was a verification of the actual ocean freight costs at the time of the invoice
against the sales of the goods to Australia; and

e OneSteel queried whether handling and other costs for sales on a cost and freight
(CFR) basis included Putra Baja Deli’s containerisation expenses and submitted
that if not an upwards adjustment to the normal value should be made by the
Commission.

3.5.2.2 Commissioner’s consideration

Finished goods purchased by Putra Baja Deli

The Commissioner is satisfied that:

e the volume and value of the finished goods that were purchased and resold by
Putra Baja Deli were appropriately verified by Commission staff in accordance
with the Commission’s standard verification procedures, and

e the domestic sales listings relied on for ascertaining normal values under
subsection 269TAC(1) are relevant and accurate and do not include the finished
goods that were purchased and resold.

In accordance with ADN 2016/30, the Putra Baja Deli verification report prepared by the
Commission does not detail the entire verification process followed by Commission staff
in relation to each element of the verification. These details are contained in Confidential
Attachment 1 to the verification report.
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Assessment of rebar grade BjTS U50 as the most comparable ‘like goods’ to the exported
grade

The Commissioner is satisfied that:

e sales by Putra Baja Deli of Indonesian rebar grade BjTS U50 during the
investigation period met the tests of subsection 269TAC(1), :

e as stated in the verification visit report, there was a sufficient volume of domestic
sales of like goods (BjTS U50) made in the ordinary course of trade in accordance
with section 269TAAD; and

e domestic sales prices for the BjTS U50 grade were compared to the verified
quarterly CTMS for BjTS U50.

The Commissioner does not agree that it is necessary to further disclose confidential
information such as what percentage of Putra Baja Deli’s domestic sales were profitable
and recoverable. The Commissioner does not agree with OneSteel’s assertion that there
is an unacceptable degree of unreliability with Putra Baja Deli’s financial information.

OCOT test and CTMS of domestic sales

The Commissioner is satisfied on the basis of the information provided by Putra Baja Deli
and the verification and analysis of that information carried out by Commission staff, that
Putra Baja Deli’'s CTMS information for domestic sales is reliable for use in ascertaining
whether there are domestic sales of like goods in OCOT.

As noted in the verification report, the Commission established that billet grades 3SP and
5SP were used by Putra Baja Deli to produce finished goods sold into the domestic
market and that the 5SP grade billets constituted the majority of the billets purchased by
Putra Baja Deli during the investigation period.

The Commissioner notes OneSteel’s submission that the 5SP billet grade could not have
been used to produce rebar that met the chemistry specification of the Australian
Standard. However, the Commissioner is satisfied that Putra Baja Deli predominantly
used the 5SP billet grade to produce like goods for the domestic market and rebar for
export to Australia. The Commissioner is also satisfied that during the verification the
method of production of the grades of like goods and the exported rebar was assessed
and no upwards adjustments to the normal value are warranted on account of any
observed differences in production costs that affect price comparability.

The Commission followed its standard verification procedures to satisfy itself as to the
accuracy, relevance and completeness of Putra Baja Deli’s financial information. In
accordance with the Commission’s policy of exception-based verification reporting?3, the
Putra Baja Deli verification report outlined all the changes that were made to the data
originally supplied by Putra Baja Deli, including data corrections made by the exporter to
the satisfaction of the Commission’s verification team. The Commissioner considers that
the reporting of the exceptions does not negate the overall finding regarding the accuracy,
relevance and completeness of the information.

23 ADN 2016/30 available on www.adcommission.gov.au
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In summary, the Commissioner is satisfied regarding the reliability of Putra Baja Deli’s
CTMS information for domestic sales.

Accuracy of allocation methodologies

The Commissioner is satisfied that Putra Baja Deli’s cost of production are relevant to the
like goods. The Commissioner does not agree that there are admissions of unreliability in
the verification report.

The Commissioner confirms that there was no allocation of the start-up costs of Putra
Baja Deli’s Serang facility. There was an allocation of the fixed overhead costs for Medan
in the CTM for the first quarter of the investigation period and for Serang in the next three
quarters of the investigation period.

The Commissioner is satisfied that depreciation expenses were included in the CTMS
and that the method of allocation of the depreciation expenses is reasonable.

In relation to the ‘other operating expenses’ component of its CTM information Putra Baja
Deli was unable to satisfy the Commission about the portion of its CTM that was for the
Medan facility. The Commission’s verification team formed a view that this component of
Putra Baja Deli’'s CTM would have no material effect on the calculation of the normal
value.

Domestic sales: testing of arm’s length

In its REQ,24 Putra Baja Deli disclosed one associated domestic customer but noted that
the association had no effect upon price.

In relation to Putra Baja Deli’s sales to this customer, the Commissioner is satisfied that
there is no evidence that:
e there was any consideration payable for, or in respect of, the goods other than its
price: or
e the price was influenced by a commercial or other relationship between the buyer
or an associate of the buyer, and the seller, or an associate of the seller; or
e the buyer or an associate of the buyer would subsequent to the purchase or sale,
directly or indirectly be compensated or otherwise receive a benefit for, or in
respect of the whole or any part of the price.

The Commissioner is therefore satisfied that sales by Putra Baja Deli to the associated
domestic customer were arm’s length transactions.

Adjustments to normal value

The Commissioner is satisfied that Putra Baja Deli’s revised inland transport costs were
verified to its actual inland transport costs in accordance with the Commission’s standard
verification procedures as set out in ADN 2016/30.

The Commissioner is satisfied that an adjustment was made to the normal values using
actual domestic inland transport costs to calculate an ex-works price with a further

24 Document 10, EPR 418.
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adjustment made using the quarterly weighted average export inland freight cost (per
kilogram) basis to obtain a Free On Board (FOB) price for comparison to export sales.

The Commissioner is satisfied that the actual ocean freight costs at the time of the invoice
were verified by the Commission.

The Commissioner is satisfied that the handling and other costs component for sales on a
CFR basis included Putra Baja Deli’'s containerisation expenses.

Adjustments summary

The Commission is satisfied that there is sufficient and reliable information to justify the
following adjustments, in accordance with subsection 269TAC(8), and considers these
adjustments are necessary to ensure a fair comparison of Putra Baja Deli’s normal values
and export prices.

Adjustment Type Deduction/addition

Deduct the cost of domestic inland

Domestic inland freight freight

Export inland freight and Add the cost of export inland freight and
handling costs handling costs

Table3: Adjustments to normal value — Putra Baja Deli
3.5.3 Dumping margin

The dumping margin has been assessed by comparing weighted average Australian
export prices to the corresponding quarterly weighted average normal value for the
investigation period, in accordance with subsection 269TACB(2)(a) of the Act.

The dumping margin in respect of rebar exported to Australia by Putra Baja Deli for the
investigation period is 0.4 per cent.

3.6 Conclusion

The Commissioner has found that that there has been dumping by Ispat and Putra Baja
Deli of the goods during the investigation period but the dumping margin for each
exporter, worked out under section 269TACB, when expressed as a percentage of the
export price or weighted average of the export prices used to establish that dumping
margin, is less than 2 per cent.

In accordance with subsection 269TDA(1), the Commissioner has terminated
Investigation 418 in so far as it relates to these two exporters.
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4 APPENDICES AND ATTACHMENTS

Attachment

Description

Confidential Attachment 1A

Calculations of export price, normal value, dumping margins for Ispat

Confidential Attachment 1B

Putra Baja Deli

Calculations of export price, normal value, dumping margins for
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