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9.

[1. SUMMARY AND DECISION |

1.1 Preliminary affirmative determination

The Delegate of the Chief Executive Officer (CEO) of the Australian Customs and Border
Protection Service (Customs and Border Protection) has made a preliminary affirmative
determination (PAD) under s.269TD of the Customs Act 1901 (the Act)' in respect of
certain hollow structural sections (HSS) exported to Australia from the People’s Republic
of China (China), the Republic of Korea (Korea), Malaysia and Taiwan.

In making this decision, the Delegéte has determined that there appears to be sufficient
grounds for the publication of a dumping duty notice in relation to HSS exported to
Australia from China, Korea, Malaysia and Taiwan {but not HSS exponed from the
Kingdom of Thailand (Thailand)). R

N T
The Delegate has not, for the purposes of this report, made an assessment of whether

N e

N
e HSS exported to Australia from China has been in rece|pt fg tervallable
subsidies; or : R
* a market situation exists in the domestic HSS markets |n‘Ch|na\@£1d Fhailand that
renders domestic sales within those markets uinsuitable for'determining normal
values. ) Nin 5
o I \L\r oo
P o
Investigations into the above matters are ongoing. A N

N
5 N

Ui

4 N
This report publishes the reasons behm£d tHe: Dekg;]ate s dedision to make a PAD.

Note: findings, calcu/atlogﬁ and ;Dbnclt%s"lons dlévﬂsussed in this report are of a
preliminary nature and may ‘change ‘Batwesithe fime of its publication and the
publication of the statemient of essentialfacts.

N

1.2 Provisional measures. e il

The Delegate of t_hkeug_E"(b)\\ponmderswthat Customs and Border Protection should require
and take secuntles under s:42 of thé'Act in respect of interim dumping duty that may
become payable in rela"t'lon 1o'MSSjfrom China, Korea, MalaySIa and Taiwan (being
satisfied that it |s]necessary-to do’so to prevent material injury to an Australian industry
oceurring? whlle thé- mveshgatlon continues).

These securlﬁés will bé imposed as soon as practicable after publication of this PAD and
will B‘é\sub_l:éct to sepa‘?&te notification.

+

N

o

1 References to any section or subsection shall be references to sections or subsections of the Customs Act
1901 unless otherwise spedified.

HSS China, Korea, Malaysia, Taiwan and Thailand 4
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[2. INTRODUCTION . |

2.1 Application and consideration

On 12 August 2011, OneSteel Australian Tube Mills Pty Ltd (ATM) lodged an application
under s.269TB of the Act for the publication of a dumping duty notice in respect of certain
HSS exported to Australia from China, Korea, Malaysia, Taiwan and Thailand, and a
countervailing duty notice in respect of HSS exported to Australia from China.

Additional information was received from ATM on 26 August 2011 in support of its
. application.

Following an examination of the application and additional information, the Delegate of
the CEO of Customs and Border Protection decided not to reject the applucatlon and an
‘investigation was initiated on 19 September 2011. S N

Customs and Border Protection published a notice in The AustQallan oJr; : :
19 September 2011 notifying of the initiation of the mvestlgatlon\and,released Austrahan

Customs Dumping Notice (ACDN) 2011/43, which contams funher details on. the

investigation (availabie at www.customs.gov.au). . ‘U \T\. \\
The mvestlgatlon period used to determine whethepdumpmta*and subS|d|sat|on has
occurred, is from 1 July 2010 to 30 June 20113 N le_»"

5

>

D
Customs and Border Protection is examining'the Australian market and the economic
condition of the Australian industry fromﬁ"JuIy 2007 for the purposes of injury analysis.

W

3

\’\ L Ry e
2.2 Previous investigations , - B*—"tﬁ’
9 J\ \

Customs and Border Protectloq has prevnously*conducted several investigations,
(including reviews and continuation inquiries) into'HSS and specific sub-categories of
HSS from various countries. )
,‘\\ L \‘\‘,‘:1\,., ql};
These have included' 4, \L\ b

. 2006/2007tlnvest|gq§t|on (Report No. 116);

* 2008/2009 RE\‘I_I{EW (Report No. 143);

. 2008/2009 I‘Q‘r\\/estlgaltéon (Report No. 144);

gtL_QOQQontlnu%Llonflnqulw (Report No. 147); and

:°i¢ 2009/201 0 Review (Report No. 153).

B,

A summafy’of these investigations is in Customs and Border Protection’s consideration
report for the T|:nvest|gat|on (CON 177).

There are no current measures on any HSS exported to Australia.

HSS China, Korea, Malaysia, Taiwan and Thailand 5
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|3.  ABILITY TO MAKE PAD AND TAKE SECURITIES |

3.1 Ability to make a PAD

At any time not earlier than 60 days after the date of initiation of an investigation as to
whether there are sufficient grounds for the publication of a dumping duty notice and/or a
countervailing duty notice, in respect of goods the subject of an application, the CEO (or
his Delegate) may, if he or she is satisfied:

¢ that there appears to be sulfficient grounds for the publication of such a notice; or

¢ that it appears that there will be sufficient grounds for the publication of such a
notice subsequent to the importation into Australia of such goods;

make a PAD under 5.269TD to that effect. S .

s ”\ :
In deciding whether to make a PAD, the CEO must have regard to th>é apphcatlonj
concerned, and to any submissions concerning publication. of th&'notice that a are/received

by Gustoms and Border Protection within 40 days after the “daté: of m&fﬁﬁ of the

investigation.
9 ‘n \t—i T& \

The CEO may also have regard to any other matte{s that tr:\fCEO conS|ders relevant.
-
S
The CEO is not obliged to have regard to anyﬁsubmlssmn received after day 40 if to do so
would prevent the timely consideration of whether.grnot'to_r make a PAD.

)
3.2 Ability to Take Securities :K\«‘h Y r

Customs and Border Protectlorl} may, at the‘nme oftmakmg a PAD or at any later time
during the investigation, requirg=and take securmes under s.42 in respect of interim duty
that may become payable |[;the\'qf=ﬁcer of Custoins and Border Protection taking the
securities is satisfied that it is* necessary to:do so to prevent material injury to an

Australian industry occurring whll%tl'?e lnve'stlgallon continues.

‘{f',b\)l. h ™
g PEAN
RO Yol
RN W
RN Ja “\'-4—/
NN AN 5
F
b 3N
QN a1, Nyt
J}é‘ : A
-J\
b
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[4.  THE GOODS UNDER CONSIDERATION |

4.1 The goods
The goods the subject of the application (the goods) are:

certain electric resistance welded pipe and tube made of carbon steel, comprising
circular and non-circular hollow sections in galvanised and non-galvanised
finishes. The goods are normally referred to as either CHS (circular hollow
sections) or RHS (rectangular or square hollow sections). The goods are
collectively referred to as HSS (hollow structural sections). Finish types for the
goods include in-line galvanised (ILG), pre-galvanised, hot-dipped galvanised
(HDG) and non-galvanised HSS.

Sizes of the goods are, for circular products, those exceeding 21mm- up to and including
165.1mm in outside diameter and, for oval, square and rectangulaqproducts those with a
perimeter up to and mcludrng 1277.3mm. Categories of HSS excluded from. the goods are
conveyor tube; precision RHS with a nominal thickness of Iess than 1: 6mm and arr heater

tubes to Australian Standard (AS) 2556. *, r\) .; o

The application includes the following information to‘clarrfy’the nature of the goods.
T \tﬂ ‘r)

Finishing R ,l Ny T

/l\ \A’

All HSS regardless of finish is included in the® apphcatlonjl_L
Non-galvanised HSS is typically of palntedTbIack Iacquered or oiled finished coatings.

e

CHS with other than plain ends (such as threaded swaged and shouldered) are also
included in the application. r =h 413

A N
Standards R =
Ny \L\ > .,\

HSS is generally produced to erther the Brmsh Standard BS 1387 or the Australian

Standard AS 1 163 or_| mterrl%go\nal egulvalent standards (including ASTM/JIS and KS).
“ : 4

HSS can alsone categorised acco ording to minimum yield strength. The most common

classrflcatlons are§50‘and 350 'n117ega Pascals (MPa).

2, N4
HSS miay.: also be referred to as extra-light, light, medium or exira heavy according to its
wall- thrckness ~-
Ve

\t‘,

xgludegrgogd
q

The following‘fcategories are excluded from the goods subject of the application:

e conveyor tube (made for high speed idler rolls on conveyor systems, with inner
and outer fin protrusions removed by scarfing (not exceeding 0.1 mm on outer
surface and 0.25 mm on inner surface), and out of round standards (i.e. ovality)
which do not exceed 0.6 mm in order to maintain vibration free rotation and
minimum wind noise during operation);

* precision RHS with a nominal thickness of less than 1.6mm (is not used in
structural applications); and

¢ air heater tubes to AS.2556.

HSS China, Korea, Malaysia, Taiwan and Thailand 7
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4.2 Tariff classification

The goods may be classified to the following subheadings in Schedule 3 of the Customs
Tariff Act 1995:

e 7306.30.00 (statistical codes 31, 32, 33, 34, 35, 36 and 37)
e 7306.61.00 (statistical codes 21, 22 and 23)
e 7306.69.00 (statistical codes 26, 27 and 28)

The goods exported to Australia from Korea and Taiwan are subject to a’5% rate of duty.
For China and Malaysia the goods exported to Australia are subject to a 4% rate of duty.

The goods exported to Australia from Thailand using Thailand Free Trade Agreement are
free from duty as of 1 January 2010. R
There are numerous Tariff Concession Orders applicable to the relevant tanff ‘ N
subheadings. :

4.3 Like goods A \: > T
4.3.1 Background N N .
Subsection 269T(1) defines like goods as: oY ‘ :\;‘ ‘/;i

goods that are identical in all respects‘to the gogfis 7lﬁ/nde[_ ~consideration or that,
although not alike in all respects to; the goods Under-consideration, have

characteristics closely resembllng lhose of the e goods under consrderat/on

\\,.I

<
Subsections 269T(2) and 269T(3)'specify thgt_ for goétds to be regarded as being
produced in Australia, they muet be wholly or pgrtly manufactured in Australia. In order for
the goods to be considered:as partly manufactured in Australia, at least one substantial
process in the manufacture ot*the goods must be carried out in Australia.

In its application, ATM relle_(\i on Customs and Border Protection’s previous findings in
REP116 (and the{ater flndlngs of REP153) in asserting that HSS manutfactured in
Australia is Ilke goods to_ |mported1HSS from the nominated countries.

in support. of its clalms,\ATM submltted a product brochure listing the numerous types of
HSS produc\e{j and” sold by ATM.

~ Y4 r\\

Customs a‘ﬁd B%rdg_r‘grotectlon has undertaken an inspection of ATM'’s Mayfield plant
and obsqged the production process of HSS at ATM’s Duragal® galvanising plant and
dispatch fagility.

Customs and Border Protection understands, and has observed that ATM manufactures a
comprehensive range of HSS, in various shapes (rectangular (RHS), square (SHS),
circutar (CHS), oval and others), finishes, sizes (diameters and perimeters) gauges (wail
thicknesses), lengths and grades, AT ITS Mayfield plant.

4.32 HDGHSS

Customs and Border Protection has received numerous submissions that allege that ATM
no longer produces hot-dipped galvanised (HDG) HSS (which is aimost entirely CHS) in
Australia after the mothballing of its Acacia Ridge HDG plant in mid-late 2011, but rather
sources HDG HSS from imports (from a source not subject to this investigation).

HSS China, Korea, Malaysia, Taiwan and Thailand 8




PUBLIC

FILE 2/8’

Trade Measures PAD No 177 PUBLIC RECORD ’ Decembef 2011

These submissions allege that, consequently, there is no longer an Australian industry
producing HDG HSS in Australia (as no other Australian industry member produces HDG
HSS). '

Further, these submissions allege that there is no functional substitute for HDG HSS,
which has high anti-corrosion properties (not found in other forms of galvanised HSS),
making it suitable for all-weather applications.

In relation to this issue, ATM has submitted:2

¢ it has mothballed its last operational HDG facility (Acacia Ridge), however ATM
continues to make black CHS which is sent to an outsourced galvaniser that hot-
dip galvanises the ATM-produced CHS and hence ATM still supplres locally-
produced HDG HSS;
¢ the displacement of locally-produced HDG HSS by allegedly dumped |mports has
contributed to this decision to mothball the HDG plant; el N
¢ in the event anti-dumping and/or countervailing measures arewapphed ATN may
re-commence production at Acacia Ridge; and 4 . :7’ /
¢ ATM’s Duragal® and Supagal® HSS, which it contencﬁrs “fit-for purpose for
P SN 3
many applications and directly substitutable with HDG pipe for’ many common
apphcatrons s w N
Customs and Border Protection has not undertaken;’\a full assessme—nPt of whether ATM-
produced Duragal® and Supagal® (or other\l-dSS produced in Australia) HSS is directly
‘like’ to imported HDG HSS. A hrfp‘ :
N :

Regardless, Customs and Border Protes:tron prelrurn\lnau’y,consrders that ATM does supply

the Australian HSS market wrth‘l__gcally produced‘HDG HSS (noting that throughout the

investigation this was manufactured by ATMY on- -site’ but subsequently through outsourcing

the finishing of ATM-produced black HSS). Consequently, in its preliminary view,

Customs and Border Protection ‘does not conS|der that HDG HSS should be treated

separately . - \q
3 & r

4.3.3 L/ke@oods assessment
R4 3

Customs andéorderr Pfotectioh qgrpllmrnarily determines that ATM undertakes at least one
substantial process of}manuf&cture in producing HSS in Australia, and therefore that there
is an Australian mdustryqt\r;atrproduces goods that are like to the goods.

Custfé’rﬁ'sfand Border I?_rotectron preliminarily considers that ATM, a member of the
Australfran mdustryqproduces goods that are like to the goods under consideration for the
followmg reasons:

o physﬁcal likeness - the goods are produced in similar grades, weights, standards
and appearance;

e commercial likeness - the goods directly compete with Australran produced goods
and are interchangeable;

¢ functional - the goods are used to perform the same function and have the same
end-use; and

¢ production - the goods are manufactured in a similar process.

2 inits submission 'ATM Correspondence 2011/02 - HSS exported from China, Korea, Malaysia, Taiwan and
Thailand — Investigation No. 177 — Like Goods and HDG”, dated 5 December 2011 (Public Record file
2011/035616-01, folios 116-140).

HSS China, Korea, Malaysia, Taiwan and Thailand 9
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[5.  AUSTRALIAN MARKET ]

Within its application, OneSteel ATM submitted that the Australian HSS market is
supplied from local production and imports, with local production sourced from OneSteel
ATM, Orrcon and ITM and imports sourced from a range of countries including China,
Korea, Malaysia, Taiwan and Thailand as major sources of supply.

5.1 Market participants

Customs and Border Protection’s preliminary understanding of the Australian HSS market
is summarised in the below diagram. This indicates the main participants in the market, as
well as the distribution and selling channels of HSS in the Australian market.

Overseas manufacturers Australian industry

(ATM, Orrcon, ITM, OS Ol and Gas}

Overseas trading houses v
(Shanghai Minmetals, Beijing Distributors, resellers, wholesalers
Jinghua, efc.}

- hold stock

/]
AN

Importer/wholesaler
- do not generally hold stack

(CMC, Stemcor, Steelforce Trading,
Croft, efc.}

Smaller distributors and
resellers
- hold stock

v v l

l End users

hN L\}\“J
(A\ A,

ﬁtj 1.1 KA TM and,othérAustralian industry members

To Customs and Border Protection’s knowledge, the Australian industry is comprised of
the followmg manufaeturers (in addition to ATM):

. OrrCOQ Operations Pty Ltd (Orrcon);
¢ Independent Tube Mills Pty Ltd (ITM); and

* OneSteel Oil & Gas Pipe (which manufactures large-size HSS at its Kembla
Grange facility that it supplies to ATM).

ATM's estimates of market size in its application and verified ATM data (showing HSS
sourced from imports/Kembla Grange) indicate that ITM and OneSteel Oil & Gas Pipe are
relatively small members of the Australian industry for HSS, with Orrcon and ATM

collectively accounting for the vast majority of the Australian industry (see Section 5.2 for
further discussion of market size and share).

Since the initiation of this investigation, Customs and Border Protection has requested
information from Orrcon and ITM in relation to their Australian production and sale of

HSS China, Korea, Malaysia, Taiwan and Thailand 10
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HSS. At the time of writing, only Orrcon has provided Customs and Border Protection with
requested information.

The Delegate of the CEO has had regard to the information verified with ATM and the
matters discussed in their verification visit report, 3 as well as data submitted by Orrcon in
making a PAD.

5.1.2 Importers

Following the initiation of the investigation, Customs and Border Protection performed a
search of its commercial database and identified 107 potential importers of HSS from the
countries/regions under investigation. Seven of these importers were identified as ‘major’
importers.

Orrcon was identified as both an Australian industry member and a major |mporter of the
goods. N

Letters were sent to the 100 ‘minor’ importers informing them ofrthe |nvest|gat|on and
inviting submissions to the investigation. The major |mporters were sent Importer
Questionnaires. LN N T
-\ '1\ S
Customs and Border Protection undertook verification™ vrsns to the followmg importers and
is in the process of finalising reports on the visits: RS

st [!
[olER N pNTitd
«* CMC Australia Pty Lid; d;\j P . B

« Croft Steel Pty Ltd;

¢ The Trustee for Pedruco Famlly‘gTrust,\(tradmg as GP Marketing International Pty

Ltd) \‘,l\ \'\ o=
¢ Steelforce Trading Pty Ltd—'u V\}’ ‘ 111\, ~
¢ Stemcor Australian Py} ftd; and "{ -

* Thyssenkrupp Mannex Pty Ltd. <

Customs and Border Prote;%es%?nates that the above companies collectively
accounted for morg, than' 80 percent of thé volume of the goods imported during the
investigation perlodLDB

The Deiegate of\ tthCEO hasxhad regard to the matters discussed and information
verified during thesz? |mporterjvrsns as well as the matters discussed in the in-progress

importer visit- reports,JR ridking a PAD.

'5.1.30, Producer-éxporters -

From theisearch of its commercial database, Customs and Border Protection also
identified Mbre than 153 possible exporters and suppliers of the goods manufactured in
China, Korea,'Malaysia, Taiwan and Thailand. Each of these companies was sent an
invitation to participate in the investigation, and were requested to contact Customs and

Border Protection to obtain an export questionnaire.

Customs and Border Protection received 26 Exporter Questionnaire responses. The
Delegate of the CEO has considered these Exporter questionnaire responses in making a
PAD.

3 Public file 2011/035616-02, folios 1-97 refers
4 Public file 2009/021 268-08, folios 86-74 refers

HSS China, Korea, Malaysia, Taiwan and Thailand 11
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5.2 Market size and share

ATM'’s application contained estimates of sales volumes for other Australian Industry
members based on ATM’s market intelligence in relation to Orrcon and ITM. -

Using this information, as well as data sourced from an independent trade analysis
company5, ATM provided a whole-of-market estimate, which displayed that sales of its
own production accounted for over 60% of sales by Australian industry members (with the
vast majority of remaining sales by the Australian industry being made by Orrcon), and
over 30% of the total Australian market.

Customs and Border Protection has compared the estimates in ATM’s application and its
commercial database with sales volumes provided in the Exporter Questionnaires for
FY2011. Following this comparison, Customs and Border Protection preliminarily
considers the estimates provided in the application are a reasonable‘mdmatuon of export
volumes to Australia from China, Korea, Malaysia, Taiwan and Thalland over the injury
analysis period. It fi‘ . \\ \',.

5 OneSteel ATM submitted that the provided data is based on export volumes from the country of origin rather than
imports to Australia, and that some timing differences were thus expected between the provided data and actual
import figures.

HSS China, Korea, Malaysia, Taiwan and Thailand 12
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[6.  PRELIMINARY DUMPING ASSESSMENT ]

6.1 Introduction
6.1.1 Background

Customs and Border Protection calculated preliminary dumping margins based on
information provided by HSS exporters in responses to the Exporter Questionnaire.

Customs and Border Protection received 26 responses to the Exporter Questionnaire in
this investigation, 20 of which were lodged by entities that manufacture HSS, and 6
companies that trade in HSS.

Given its understanding of the HSS market and export process, Custon"ni and Border
Protection preliminarily considers it is most likely that the manufactures are'the exporters
of the goods, not the traders, and it has determined preliminary- dumplﬁg mardlns for only
those entities it preliminarily considers to be exporters. {y S,
‘1\ N \ .
Customs and Border Protection has determlned preliminary- dumpmg marglns on an
exporter specific basis for 11 exporters that collectively abCount for more than: 75% of all
HSS exported to Australia in the investigation penod \1\ 5 v\ \‘
a

Customs and Border Protection considers that,. of tbgse expom?rs ~t4havt prowded
responses to the Exporter Questionnaire, thg@xponers for whichtindividual preliminary
dumping margins have been calculated coIIectleely represent the largest volume of
exportations of HSS that can reasonably)xbe assesSed forlines purposes of this PAD.

Preliminary dumping margin calculatlonﬁlfor wtthexponers have been based on the
exporter-specific assessments ayd are explalﬂedlbelow for each country.

The preliminary dumping fmdlngs are outlined ifithe below assessment for each
investigated country/region. \* A

1
s

6.1.2 Particular arket sttuatlon“*‘/

Inits appllca'uonLATstubmmed that'domestic selling prices within the domestic Chinese

"and Thai HSS: markets are)cnot smtable for establishing normal values in relation to HSS
exported to Austrgblla from China'or Thailand under s. 269TAC(1) of the Act, as a particular
market situation eX|sts ﬁthose markets that renders the domestic sales unsuitable for
normal.valuel, 4

ATMTs claﬂns in relatxon to China allege that HSS prices in China are artificially lower, or
not substantlally the same as they would be if they were determined in a competitive
market, due\tg a range of factors that directly and indirectly impact prevailing Chinese
HSS prices, including:

e provision of raw steel materials (hot rolled steel (HRS), which can either be in the
form of hot-rolled coil (HRC) or narrow strip) at less than adequate remuneration;

¢ prevalence of state-owned enterprises (SOEs) involved in the manufacture of hot
rolled steel in China that receive benefits for the production of hot rolied steel
(resulting in artificially low raw material input prices for HSS manufacture in
China);

¢ reduced and/or subsidised energy (i.e. electricity) input prices in the manufacture
of hot rolled steel and HSS; and

HSS China, Korea, Malaysia, Taiwan and Thaitand 13
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¢ benefits received by HSS manufacturers from the Government of China (GOC)8
including reductions in taxes, exemptions on duties and VAT, the provision of
grants, and concessional interest payments.

In relation to Thailand, ATM alleges that a particular market situation exists due to Thai
domestic prices for HRC being artificially low as the Thai Government set a ceiling for the
maximum price of HRC. ATM submits that this affects the domestic selling prices of HSS
due to the fact that a ‘significant proportion’ of the cost to make and sell HSS is
represented by HRC.

Customs and Border Protection has issued, and received responses to, Government
Questionnaires addressing these allegations from both the Government of Thailand and ,
the Government of China. Further, additional questions in relation to these claims were !
posed (and responses were received in relation o these questions) gnghaiiavnd Chinese
exporters involved in the investigation as part of the Exporter Questio’n’naire b

; A Ny v
Customs and Border Protection’s assessment of these allegatlon‘é' 3 oggomg and:thls
PAD does not include any assessment of whether there is 2 market sntuatlon in. elther
Thailand or China. ISR 7

6.2 China
6.2.1 Dalian Steelforce Hitech Co., Ltd (Dallan Steelforce) / )

Export prices were established in accordanc\éjfvnh S. 262TAB(1 )(a) of the Act, using
Dalian Steelforce’s quarterly weighted average.e export mvw prices, by model, excluding
any part of that price that relates to post exportanon charges

Normal values were established i in accordancetw1th K 269TAC(2)(c) of the Act using
Dalian Steelforce’s quarterly wgrlghted average costito make and sell, by model, plus an
amount for profit. The only ad]ustment made was an upwards adjustment to normal value
of 8% in relation to the resndual export VAT expense that is incurred for export sales but
not domestic sales. o, b

R ]
~

The dumping margin: for\BaIlan Steelforce was established in accordance with
5.269TACB(2)( a) of the;Act\by comparlng the weighted average of export prices over the
whole of the mvestlgatlon perlod wnh the weighted average of corresponding normal
values over the’ v@ole%f that, perlod The preliminary dumping margin for Dalian
Steelforce’} is less than 2%. )U

. e, N

J%J\fa,, Hengshu: Jinghua Steel Pipe Co., Ltd (Hengshui J/nghua)

Export prices were Sstablished in accordance with s. 269TAB(1)(a) of the Act, using
Hengshui le\ghua [ quarterly weighted average export invoice prlces by model,
excluding any:part of that price that relates to post-exportation charges.

Normal values were established in accordance with $.269TAC(1) of the Act using
Hengshui Jinghua's quarterly weighted average domestic invoice prices for like goods, by
model, where those sales appeared to be in the ordinary course of frade. The only
adjustment made was an upwards adjustment to normal value of 8% in relation to the
residual export VAT expense that is incurred for export sales but not domestic sales.

The dumping margin for Hengshui Jinghua was established in accordance with
5.269TACB(2)(a) of the Act, by comparing the weighted average of export prices over the
whole of the investigation period with the weighted average of corresponding normal

6 This refers to government at all levels in China (including national, provincial and local governments).
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values over the whole of that period. The preliminary dumping margin for Hengshui
Jinghua is 9.2%.

6.2.3 Huludao City Steel Pipe Industrial Co., Ltd (Huludao)

Export prices were established in accordance with s.269TAB(1)(a) of the Act, using
Huludao’s quarterly weighted average export invoice prices, by model, excluding any part
of that price that relates to post-exportation charges.

Normal values were established in two ways. In relation to some models, normal values
were established in accordance with s.269TAC(1) of the Act using Huludao's quarterly
weighted average domestic invoice prices for ke goods, where those sales appeared to
be in the ordinary course of trade. In relation to the other models, normal values were
established in accordance with s.269TAC(2)(c} of the Act using Huludag's quarterly
weighted average cost to make and sell, plus an amount for profit. The on|y adjustment
made was an upwards adjustment to normal value of 8% in relation fo. the reS|dua| export
VAT expense that is incurred for export sales but not domestic sales \: .

k. \ T iy < L-
The dumping margrn for Huludao was established in acc%qince wrth s. 269TACB(2)(a) of
the Act, by comparing the weighted average of export prices over, the whole of ‘the
investigation period with the weighted average of correspondlng normal valuds over the
whole of that period. The preliminary dumping margln nifor Huludao is- 6 3%.

J

J

6.2.4 Qingdao Xiangxing Steel Pipe Co >Ltd {(Qingdao Xlangxrng)

Export prices were established in accordance wrth S. 269TABj1)(a) of the Act, using
Qingdao Xiangxing's quarterly weighted average export hvoice prices, by model,

= A <o
excluding any part of that price that relates ta post exportatlon charges.

s 4B

Normal values were establrshe?jnraccord;ngg wrth~s 269TAC(1) of the Act using
Qingdao Xiangxing's quarterly vx\elghted averagg\domestlc invoice prices for like goods,
by model, where those sales appeared to be in the ordinary course of trade. The only
adjustment made was an upwardé‘hadjustment to normal value of 8% in relation to the

residual export VAT expense that |s mcurre‘d for export sales but not domestic sales.

The dumping margrn AHfor ngdao Xlangxmg was established in accordance with
s.269TACB(2)(a) ) of théLA_q; by cp_ﬁlpanng the weighted average of export prices over the
whole of the mvestrgatron period with the weighted average of correspondmg normal
values over the whgle ofrthat penod The preliminary dumping margin for Qingdao
Xrangxmg |s\]¢0 .5%. 3" ik

lq’6 2.5, Zhe/langf}:(/ngland Pipeline and technologies Co., Ltd (Kingland)

Export prices were established in accordance with s.269TAB(1)(a) of the Act, using
Kingland’s quqarterly weighted average export invoice prices, by model, excluding any part
of that price that relates to post-exportation charges.

Normal values were established in accordance with s.269TAC(1) of the Act using
Kingland's quarterly weighted average domestic invoice prices for like goods, by model,
where those sales appeared to be in the ordinary course of trade. The only adjustment
made was an upwards adjustment to normal value of 8% in relation to the residual export
VAT expense that is incurred for export sales but not domestic sales.

The dumping margin for Kingland was established in accordance with s.269TACB(2)(a) of
the Act, by comparing the weighted average of export prices over the whole of the
investigation period with the weighted average of corresponding normal values over the
whole of that period. The preliminary dumping margin for Kingland is less than 2%.
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6.2.6 Other Chinese exporters that provided responses to the Exporter
Questionnaire

The following Chinese exporters of HSS submitted responses to the Exporter
Questionnaires, but exporter-specific dumping margins have not been determined for
these companies:

» Jiedong Economic Development Testing Zone Tai Feng Qiao Metal Products Co.,
Ltd

» Tianjin Jinshengde Steel Tube Produce Co., Ltd

» Zibo Litong Steel Pipe Co., Ltd

The dumping margins for these exporters were determined with reference to the weighted
average of the margms determined for Hengshui Jinghua, Huludao, and, ngdao
Xianxing, which is 8.7%.

6.2.7 All other Chinese exporters Ui \

The dumping margin for all other Chinese exporters was based on. the hrghest exponer
specific dumping margin for Chinese exporters discussed- above WhICh is10. 5%
R

6.3 Korea RFRRSN "Ta N

W M N

6.3.1 Kukje Steel Co., Ltd (Kukje) R \5 Ry

i A, Lt
Export prices were established in accordanc\ecwnh S. 269TAB(1L)\(a) of the Act, using
Kukje's quarterly weighted average export invgice prlceseby model, excluding any part of
that price that relates to post- exponatlolr{ﬂcha[rfes 2
N ot
Normal vaiues were established in accordgpcegwnlttn s 269TAC(1) of the Act using Kukje's
quarterly weighted average domestlc invoice’ prlcestor like goods, by model, where those
sales appeared to be in the ordmary course ofitrade. No adjustments were made.
I 3 'd

N N
The dumping margin for Kulzjég]as"@gtabl@ed in accordance with 5.269TACB{2)(a) of
the Act, by comparing the weighteg average of export prices over the whole of the
investigation perlgg ;with the welghteg average of correspondlng normal values over the
whole of that perlod _The prehmmary dumpnng margin for Kukje is 11.5%.
T
6.3.2 Other Korean exporters that provided responses to the Exporter
“LQuestionpaire,

The: |fol|owmg<Korean exporters of HSS submmed responses to the Exporter

Questvxgnn%Lres but t exporter- specific dumping margins have not been determined for
these companles S

. Dae'Myung Steel Co., Ltd
¢ Jinbang Steel Korea Co. Ltd
¢ Yulchon Co itd
The dumping margins for these exporters were based on the Kukje margin of 11.5%.

6.3.3 Other Korean exporters

The dumping margin for all other Korean exporters was also based on the Kukje margin,
which is 11.5%.
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6.4 Malaysia
6.4.1 Alpine Pipe Manufacturing Sdn Bhd (Alpine)

Export prices were established in accordance with s.269TAB(1)(a) of the Act, using
Alpine’s quarterly weighted average export invoice prices, by model, excluding any part of
that price that relates to post-exportation charges.

Normal values were established in accordance with s.269TAC(1) of the Act using Alpine’s
quarterly weighted average domestic invoice prices for like goods, by model, where those
sales appeared to be in the ordinary course of trade. An adjustment was made for a
difference in production costs (considered to be indicative of a price difference) between
export and domestic sales.

The dumping margin for Alpine was established in accordance with ngSTAEB(Z)(a) of
the Act, by comparing the weighted average of export prices over the\rv!hole of: t[}e
investigation period with the weighted average of corresponding normalyalues over the
whole of that period. The preliminary dumping margin for Alplner,l\é 15: 0%\ \,'.a
6.4.2 Other Malaysian exporters that provided responses fo the Exporter
Questionnaire T N

» Y L
The following Malaysian exporter of HSS submnted?response to thi Exporter
Questionnaires, but an exporter-specific dumpmg margln has; not been determined for this
company:

Yt’ 2‘) o
. Southern Steel Pipe Sdn Bhd Y 7\ RS 1_,L

N

Y

The dumping margin for this exporter |s*based on theﬂplne margin of 15.0%.
\4 \"\ <
6.4.3 All other Ma/ays:an exporters N

The dumpmg margm for alF; othelMaIaystan expor’(ers was also based on the Alpine
margin, which is 15. 0% \\ 'L\ 4

v\ SN

6.5 Taiwan ., 3 T
6.5.1 Sh/mYa)%Ste‘gi C“i Ltd (Shin Yang)
Export pnces we\ie estabhshed in accordance with s.269TAB(1)(a) of the Act, using Shin

Yang's quaﬂerty wqghteg gyderage export invoice prices, by model, excluding any part of
that pnce that,relates 7tg post-exportation charges.

Normal values were_;estabhshed in accordance with s.269TAC(1) of the Act using Shin
Yang's qua\rterly weighted average domestic invoice prices for like goods, by model,
where those- ;s\sles appeared to be in the ordinary course of trade. No adjustments were
made. "

The dumping margin for Shin Yang was established in accordance with s.269TACB(2)(a)
of the Act, by comparing the weighted average of export prices over the whole of the
investigation period with the weighted average of corresponding normai values over the
whole of that period. The preliminary dumping margin for Shin Yang is 15.7%.

6.5.2 Other Taiwanese exporters that provided responses to the Exporter
Questionnaire

The following Taiwanese exporter of HSS submitted a response to the Exporter
Questionnaires, but an exporter-specific dumping margin has not been determined for this
company:
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¢ Ta Fong Steel Co., Ltd
The dumping margin for this exporter is based on the Shin Yang margin of 15.7%.

6.5.3 All other Taiwanese exporters

The dumping margin for all other Taiwanese exporters was also based on the Shin Yang
margin, which is 15.7%.

6.6 Thailand
6.6.1 Pacific Pipe Public Co. Ltd (Pacific)

Export prices were established in accordance with s. 269TAB(1 )(a) of the Act, using
Pacific's quarterly weighted average export invoice prices, by model, excluding any part of
that price that relates to post-exportation charges. 1’): \J;:\

Normal values were established in accordance with s.269TAC(1){ofithe ]RAct usmg Pacific’s
quarterly weighted average domestic invoice prices for like goo'&s by’ model* whgge those
sales appeared to be in the ordinary course of trade. An ad)ustment was.made for a
difference in production costs (considered to be indicativé: Sofa pnceralfference)\between
export and domestic sales. n \

AT \'f‘r \\1\ h

The dumping margln for Pacific was established mxa}gcordé‘rﬁ:e with r_sj269TACB(2)(a) of
the Act, by comparing the weighted average of expor‘tfpnces overithe whole of the
investigation period with the weighted average(\ fcorrespondmg normal values over the
whole of that period. The preliminary dumplng thargin for~Pacmc is less than 2%.

6.6.2 Saha Thai Steel Pipe Public. C\‘HLtd (Sajl7+$)“’

Export prices were establishedi IIEI accordance with=s:269TAB(1)(a) of the Act, using
Saha’s quarterly weighted average export |nv0|g2 prices, by model, excluding any part of
that price that relates to post- exportatlon charges.

Normal values were establlshed in accordé];ce with §.269TAC(1) of the Act using Saha’s
0 ! [y

quarterly weighted average domestic invoice prices for like goods, by model, where those

sales appeared 1lBein the’ordinary‘Jcourse of trade. No adjustments were made.

The dumplngn%argm for ?e;ha was established in accordance with s.269TACB(2)(a) of the
Act, by coLnKparmg “,1? welghted average of export prices over the whole of the
investigation; genod with the % weighted average of corresponding normal values over the
who_l% of that period. The preliminary dumping margin for Saha is less than 2%.

2‘%13 Samchai Steel Industries Public Company Limited (Samchai)

Export priceszere established in accordance with s.269TAB(1)(a) of the Act, using
Samchai’s quarterly weighted average export invoice prices, by model, excluding any part
of that price that relates to post-exportation charges.

Normal values were established in accordance with s.269TAC(1) of the Act using
Samchai’s quarterly weighted average domestic invoice prices for like goods, by model,
where those sales appeared to be in the ordinary course of trade. No adjustments were
made.

The dumping margin for Samchai was established in accordance with s.269TACB(2)(a) of
the Act, by comparing the weighted average of export prices over the whole of the
investigation period with the weighted average of corresponding normal values over the
whole of that period. The preliminary dumping margin for Samchai is 11.8%.
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6.6.4 Thailand - insufficient grounds to make a PAD

As outlined above, Customs and Border Protection has preliminarily assessed the
dumping margins of the three cooperating Thai HSS exporters (Pacific, Saha and
Samchai). Of these, Customs and Border Protection has preliminarily found that only HSS
exported by Samchai was dumped during the investigation period.

Customs and Border Protection’s data indicates that the total volume of HSS exported to
Australia by Samchai and all other Thai exporters other than Pacific and Saha is less than
3% than the total volume of all HSS exported to Australia from the investigated
countries/region during the investigation period.

Consequently, the Delegate is not satisfied that there are sufficient grounds to make a
PAD in relation to HSS exported to Australia from Thailand.

This assessment may change in the future as a result of Customs and' Border Protechon s
ongoing investigiation as to whether a particular market situation exlsts ifi the Tha| HSS
market, as well as further analysis and verification of Thai exponers data
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|7. PRELIMINARY COUNTERVAILING ASSESSMENT

|

ATM submitted in its application that Chinese producers of the goods have benefited from
a range of countervailable subsidies.

As aresult of its assessment of the information provided by ATM in its application,
Customs and Border Protection initiated an investigation into 20 alleged subsidy
programs that may have conferred benefit in relation to HSS exported to Australia from
China during the investigation period.

At the time of making a PAD, Customs and Border Protection's assessment of these
programs is ongoing and no PAD in relation to the countervailing investigation has been
made. It is considered that further analysis of all reasonably available information
(including responses to the Exporter Questionnaire and the Governmejt of . China's
response to the Chinese Government Questionnaire) is necessary prior to a PAE being
made in relation to the receipt of countervailable subsidies in respect of HSS exported to
Australia from China. t ~
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|8.  PRELIMINARY INJURY ASSESSMENT ]

As Customs and Border Protection has preliminarily assessed that ATM represents a
significant percentage of the Australian industry during the investigation period (over
60%), in the absence of verified data from Orrcon, ITM, and OneSteel Oil & Gas Pipe,
the injury analysis discussed in this section is based on the economic performance of
ATM.

The ATM economic data discussed in this section relates to domestic sales of like goods
produced in Australia.

8.1 Introduction

In its application, ATM claimed that the alleged dumping and subsidisation has caused
injury to the Australian industry producmg HSS.

ATM identified the injurious effects as:

lost sales volumes; RTINS
lost market share; B .
price undercutting; N o
price suppression; i ™
price depression; L . o
lost profits and profitability; o / h o A
reduced return on investment; SOy i
reduced attractiveness to remvest
reduced employment; My <~ SN
reduced plant utilisation rates; and™ ‘\ £

S
reduced forward orders cash flows ahd mventory levels.

~1

\
These have been exammed\k{eilovi .
S LN

8.2 Price effects St N T

AN \\
All suitable vermed volume and prlce -data of HSS importers was collated and analysed
alongside sales data %ubmmed byrATM for FY2011.
\
Sales by"ATM exjéluded export sales and sales of HSS imported from other countries.
HSS lmported by AT, was,8xcluded from HSS import data analysed.

Import: prlce and volume data was sourced from completed lmponer Questionnaires, with
Customs¢and Border Protection undertaking verification of the data prior to analysis
(several v1snt reports of these verifications are pending at the time of publication of this
PAD report). .

The volume of import sales included in the price undercutting analysis represents an
estimated 45% of the import volume (from the five countries/region subject to the
investigation) included in Customs and Border Protection’s commercial database.

Customs and Border Protection considers that, as this sales data represents a significant
proportion of total imports for the FY2011, it allows a reasonably representative and
accurate assessment of price effects on the Australian Industry.

8.2.1 Price undercutting

Price undercutting accurs when the imported product is sold at a price below that of the
Australian manufactured product.
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The chart below displays the trend line for monthly weighted average prices for various
finishes of the goods (black, painted, in-line galvanised (iLG) and HDG) for both ATM and
the sample of importers.

Weighted average unit selling prices - all
finishes

S
8
=
o
Y
I
R Tt - i
’\
S .0 N ) o o "3 > .g > "
&:\, \&\. Q:» ‘}:» & é"\’ & é:\, Q‘h %{\, &
T 0 W ¢ TR
=& ATM == [Mports
i' \

It can be seen from the above chart that ATM $. pnces for—l;lﬁs were consistently undercut
by the prices of imported HSS over theunvestlgauon period? =
\

When analysing the prices by finish, ATM S. pnces for- all‘{HSS finishes were undercut by
importer prices throughout the mf/‘éstlgatlo?\\penoc'i,\wnh only few exceptions on a monthly
weighted average basis. In the\case of HDG HSS preliminary analysis shows that ATM's
prices were significantly undercut by the lmport pnces over the entire investigation period.
1 "'\

Given the preliminary dunQplng flng{lngsrfor Thalland and certain Chinese exporters,
Customs and Border~Protect|on conducted another price undercutting analysis excluding
the Australian saiés of: theselexports ' The results were not dissimilar to the original price
undercumng anaklas 1}hezvoluq1e of exports included in the second price undercutting
analysis |s stlll conS|dered a’reasonable basis for price undercutting analysis.

\' a7
48 2 2 “Price depresston and suppression

Ve
kS o
Price ngresswﬁ Qceurs when a company, for some reason, lowers its prices.
(I =
Price supp_rg\ssion occurs when price increases, which would otherwise have occurred,
have been prevented.

The chart below represents ATM's weighted average unit selling price and weighted

average unit cost to make and sell (CTMS) for all finishes, based on data submitted in
their application and verified by Customs and Border Protection.
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Total ATM unit sales price and CTMS '.

FY2008 FY2009 FY2010 : FY2011

~—UnitCTMS  —@— Unit price

L

.,2.\ = W

The above chart shows that, on a weighted average basis’ for.all fmlshes ATM s-Unit
selling prices increased in FY2009, then significantly decreased i FY2010 and FY2011.

When prices are examined separately for each flnlsh ‘the | prlce tren\d for each finish was
similar to that for the overall weighted average, except N
o .
¢ downgrade HSS — which decreased egcgr yegr of\the |njury analysrs period; and
¢ HDG HSS - which increased inEY2010 While othef finishes decreased, before
falling in FY2011 along with all otherfllrrlshes /;,

Further, the chart displays that, ‘when consﬁiered*as ~a welghted average over all finishes,
the unit selling prices for ATM were slightly hlgher than its unit CTMS for FY2008, before
falling below unit CTMS in FY2009 in FY2010, unit selling prices recovered to be sllghtly
above unit CTMS (though both femthat year) prior to prices falling below unit CTMS in
FY2011, when prlces dld not mcrease in- Irn’e with rising unit CTMS.

When prices and. QTMS arerexammed separately for each finish, the trend and
relationship for\palnted and.| HDG/HSS was similar to that for the overall weighted
average N
3 \ /
Customs and Border Rrotéction further noted that:
o :unit: selllng pnces for downgrade HSS were consistently below unit CTMS over the
foxfr»‘i/ear period;

o blagk HSS unit selling prices in FY2008 were below unit CTMS, before rising
abovéiunit CTMS in FY2009 and FY2010, then again falling below unit CTMS in
FY2011, when unit CTMS rose and unit selling prices feil; and

* unit selling prices for in-line galvanised HSS were above unit CTMS for FY2008 —
FY2010, before falling to be only slightly above unit CTMS in FY2011 (when unit
CTMS increased and unit selling prices fell, and did not recover the rise in costs).

8.3 Volume effects

Customs and Border Protection compared import volume estimates in ATM's application
with data in Customs and Border Protection’s own database and sales volumes provided
in the Exporter Questionnaires for FY2011.
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This analysis establishes that the estimates.provided in the application are a reasonable
indication of export volumes to Australia from China, Korea, Malaysia, Thaxland and
Taiwan over the injury analysis period.

As such, the volume data provided in the application has been utilised in the volume
analysis below.

8.3.1 Sales Volume

ATM's sales volumes for all finishes of HSS over the injury analysis period are illustrated
in the below chart.

Total ATM HSS sales volume

FY2008 FY2009 FY2010 FY2011

Bsales Volume

\4>

The above chart displays that AQ]:M sytotal HSS sales volumes fell from FY2008 to a low in
FY2009. Sales volumekmcreased in FY2010 before falling slightly in FY2011.

[
Based on the estlm_@?les in ATM’s appllcatnon sales volume for the whole of the Australian
industry followed the,same* trendérs ATM, with sales down in FY2009, increasing
moderately in FY201 'O-then dlppmg slightly in FY2011.
s LN
The ghart below displays the trend in market volume for all finishes of HSS over the injury
analy5|s perlod j’

VA Bty

&
R
LS

N
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Australian HSS Market size

FY2008 FY2009 FY2010 F¥2011
—~¢=Total .
—-ATM \
—r-Towl Austratian industry B
=H=Imports from countriesfregions investigated 4
T‘k ‘\' N ~

The above displays that, since FY2008, the market/for HS% in Austraha}as contracted,
with the exception of FY2010 (which experienced a: mlnor expansmn,m the total sales
volume when compared to the previous year)L 3

R .
O

Sales volumes for the Australian Industry as a‘whole and ATM separately, have largely
mirrored this overall market contractlon e Sq

;~,\

NL

The volume of total imports from the f|ve |nvest|gated countnes/reglon shows relatlvely
_stable total sales volume over the period FY2008T6'7FY2010 with a slight decrease in
FY2011. ) '.\‘ >

N N

8.3.2 Loss of Market Share o 5

o7

The chart below |Ilulstrafze\s market:%hare for Australian Industry and imports from the
investigated countrles/reglon in reIat«on to all finishes of HSS.

S, M, LD

s Australian HSS Market Share

100% -

20%

FY2008 FY2009 FY2010 FY2011

0 Total Australian indusTy
T Other imports

8 Imports from countries/regions inve stigated
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The above chart displays that, from FY2008 to FY2009, the market share of the
Australian Industry reduced before increasing in FY2010 and again in FY2011.

In FY2011 the market share of the Australian Industry was slightly lower than it was in
FY2008.

8.4 Profit effects
8.4.1 Total profits

The chart below illustrates ATM's total profit on sales of all finishes of HSS over the injury
analysis period.

ATM HSS total profit -

AN
N \
FY2008 F\ﬁ Fr2010 \\mou

N

»

—&—Net profit

.J—/ S

The above shows that ATM:s total HSS profits Were positive in the first year of the injury
analysis period (FY2008), befgLe falhng toa position of being unprofitable in FY2009.
These profits recoverquo a posmonroflprofltabnllty (though lower than FY2008) in

FY2010, before again dropping sharply N EY2011 (to the lowest point over the four year
analysis penod)« /ui’ 1‘ j“\

iy
842 Proﬂtabl/lty h “( *

The chart below IIIustra‘thés ATM s profitability on sale of all finishes of HSS over the injury
analysisT| pe?l_éd S
(l\j ‘h Ao }")

“d ATM HSS total profitability

¢

*, -~

FY2008 M F2010 \ FY2011

AN

Y

—eo—Profitability
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The above shows that profitability for FY2008 was positive and declined sharply to a

negative position in FY2009 before rising in FY2010 to a similar level of positive
profitability to FY2008. Profitability then declined significantly between FY2010 and
FY2011 to a position of negative profitability in FY2011.

8.5 Other economic factors

Customs and Border Protection has assessed other economic factors relevant to the
economic condition of ATM and concludes that these findings do not detract from the

assessment of injury that is based on the price, volume and profit factors above.

8.6 Conclusion

PUBLIC

Based on the analysis in the above sections of this report, Customs and:Border Protection

preliminarily consider that the Australian Industry has suffered injury if; the form of price

undercutting, price suppression, price depression and lost proflts and profltablhty\
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[9.  PRELIMINARY CAUSATION ASSESSMENT ]

9.1 Cumulation of injury

In determining the effect of the exportation of the goods to Australia from different
countries of export, the cumulative effect of those exportations can be considered if it is
appropriate to consider the cumulative effect of those exportations, having regards to:

¢ the conditions of competition between the exported goods; and
« the conditions of competition between the exported goods and the like goods that
are domestically produced.

Customs and Border Protection preliminarily considers that the conditions of competition
between imported and domestically produced HSS are similar, as domestlcally produced
HSS can be directly substituted with imported HSS.

Data submitted to Customns and Border Protection shows that some lmpone\rs of HSS
have imported the same finish of HSS from at least two of the countnes/reglon subject to
the investigation. This indicates that the products are used by the same or- snmllar
customers. . .

As discussed in Section 4.3, Customs and Border i?fotectidn%prelimiﬁérily considers that

domestically-produced HSS is like to the goods"(incﬁjding haviﬁ'g siffilar end-uses, and
Ay oy

competing in the same markets). It is prehmlg%a\rlly determmed that the conditions of

competition are such that it is appropriate to cons(lder tfie: cumulatlve effect of the dumped

imports from China, Korea, Malaysia, Thalland and Talwan

.

9.2 Dumping PN . 'f- L B
Customs and Border Protectlon has establlshed that exporters from the five
countries/region subject to. |gvest|gat|on have exported HSS to Australia at dumped prices
during.the mvestlgatlon penod The,prehmmary dumping margins calculated are up to
15.7%. > 3 NATREACT

< N S L
However, as dlscussed)m Sectlon 6 6:4, Customs and Border Protection preliminarily
finds that the volume o) #th googs_lexponed from Thailand that were dumped or may have
been dumped is. of a- negllglble volume.

In any ¢ case* Customsland Border Protection preliminarily finds that HSS exported at
dumped pnces from the remaining four countries/region represents a significant
propomon of totaHHSS/lmpons during the investigation period.

9.3 Prme;eﬁects

Customs and Border Protection’s preliminary analysis shows that product quality, delivery
time, and reliability of product supply and service, have featured as considerations in
purchasing decisions for HSS within the Australian market, but that price is also an
important determinant.

-Customs and Border Protection preliminarily considers that, whilst there may- be slight
differences in the characteristics of HSS from domestic and imported sources, evidence
suggests that imported and domestically produced HSS are substituted by end users, and
the degree of product differentiation is not significant.

In addition, Customs and Border Protection has found that it is not uncommon for

purchasers of HSS to procure supply from more than one source, including a combination
of imported and domestically produced HSS. This mixture of supply affords many HSS
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purchasers the ability to compare prices of domestically produced HSS with imported
HSS, and there is evidence that indicates the price of lmported product is regularly used
as leverage in price negotiations with ATM.

In this context, Customs and Border Protection considers the market for HSS in Australia
is transparent and price sensitive.

As discussed in the Section 8.2 above, Customs and Border Protection’s preliminary
analysis indicates that prices of imported HSS have consistently undercut prices of HSS
produced and sold domestically by ATM during FY2011. This analysis shows that in many
cases, the degree of undercutting was often significant. Customs and Border Protection
preliminarily considers that the breadth and degree of dumping has afforded importers an
increased capacity to compete on price.

Customs and Border Protection notes that, as a reactlon to this price uLndercuttmg, ATM
has implemented a pricing strategy in order to compete with the price of, umporf‘s ina bid
to maintain market share. As a result, ATM has suffered price def)@sston with overall
prices steadily decreasing from FY2009 to FY2011. ATM has also su/ffered ﬁr\lcr:ve K
suppression as the analysis shows the margin between cdsts and priceswas narrow
over the injury analysis period, but reached a point in FY2011 where pr|cesEropped
below costs. i Vi N
i N v
Customs and Border Protection preliminarily fmds thrat the dumw has enabled the
|mporters to be more competitive on price than they oth\enmse,would have been. This has
resulted in consistent and often a significant degreegﬁ of(pnf:e quercuttlng by the
importers, causing ATM to suffer i |njury m.the form of prlce"depressmn and suppression.
! ;:\ S A

i g
As discussed in Section 8.3, Customs and Border Protection has preliminarily found that
injury to ATM in the form of Iost sgles volumes Was broadly in line with a contraction in the
overall market for HSS, as ALM emerlencgd some loss of market share from FY2008 to
FY2009, but ended the.injury analys:s perlod with a market share in FY2011 similar to
that of FY2008. \*\ STV

4 ) \

It is not currently clear fo Custom/s gnd Border Protection whether HSS exported to
Australia from the ‘five countnes/reglon subject of the investigation have caused materially.
adverse \Qlume effectsafor the Australian HSS industry.

9.4 Volume effects

> f\‘*f

9.5 - Profiteffects®
Customs apd Border Rrotection preliminarily considers that as a direct consequence of

the price’] i\njury caused by dumping, ATM has experienced significantly reduced profits
and profltabmty

9.6 Injury caused by factors other than dumpmg

Interested parties have suggested there.have been a number of factors other than
dumping that would have contributed to injury experienced by ATM. These factors
include:

+ aslow housing market that has not yet fully recovered from the global financial
crisis, which is having a dampening effect on domestic demand for HSS;

» the strong Australian dolfar which provides importers greater purchasing power
and increased competitiveness on price in Australia for imported HSS; and
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* ATM's choice of distribution and selling system (limiting access to direct
purchases from ATM to larger ‘franchised’ distributors, thereby encouraging them
to source imports).

Customs and Border Protection will continue to assess the degree to which, if at all, these
factors have caused injury to the Australian HSS industry.

9.7 Conclusion

Customs and Border Protection preliminarily considers that it appears that dumping, in
and of itself, has caused material injury to the Australian HSS industry, in the form of price
and profit effects.

PN
i N
N O
NIV NN
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[10. PRELIMINARY NON-INJURIOUS PRICE ASSESSMENT |

10.1 Introduction

Duties may be applied where it is established that dumped or subsidised imports have
caused or threatened to cause material injury to the Australian industry producing like
goods.

The level of dumping duty imposed by the Minister cannot exceed the margin of dumping,
but a lesser duty must be applied if it is determined that it is sufficient to remove the injury.

The non-injurious price (NIP) provides the mechanism whereby this lesser duty provision
is given effect. It is the price that would be sufficient to remove the i injury caused to the
Australian industry by the dumping.” Lo

Anti-dumping and countervailing duties are based on free-on-| bolard (FOQ) pnces\ln the
country of export. Therefore a NIP is calculated in FOB terms for, the country of export

Customs and Border Protection generally derives the NIR by fIYS\t estabhsthg & pnce at
which the Australian industry might reasonably sell its product inar market unaffected by
dumping. This price is referred to as the unsuppressed selllng pnce (USP)

Having calculated the USP, Customs and Border Pro_tgctlon then calculates a NIP by
deducting the costs incurred in getting the gggds from;the export FOB point (or another
point if appropriate) to the relevant IeveLgf trade ig_éus't?al}@@ﬁe deductions normally
include overseas freight, insurance, intg.store cos@s and amounts for importer expenses
and profit. Mg N ;:‘»’A)

RAW +

10.2 Preliminary assessment DENIP WD

Customs and Border Protectlon notes that only ATM has provided a submission on USP
and NIP to date. \ \t

4

w #=

&
L

ATM claims that USP Should be based on the Australian industry’s costs to make and
sell from the mveéhéat‘uonv‘penod pILTs an amount of profit based on the period January to
September 2008“5 b
he \ %
ATM exptgmed that the\.penod used for a profit amount was found by Customs and Border
Protectlon in- FteportBNumber 144 to be a period absent of material injury. Indeed, in
Report Nurrl\ber,t 44, Customs and Border Protection found that:
o D Nppd,
=, tﬁTé Australian HSS industry performed strongly in the first three quarters of
2008 in terms of profits and profitability before the onset of the global financial
crisis 2t

Customs and Border Protection considers, for the purposes of this preliminary
assessment of NIPs, that it is reasonable to adopt the approach to calculating USP that
has been submitted by ATM, in the absence of any other submissions that suggest a
different methodology for calculating USPs and NiPs.

Customs and Border Protection has calculated a USP for each ditferent finish of HSS.
To calculate non-injurious prices, Customs and Border Protection has deducted from the

USPs amounts for overseas freight, insurance, into store costs and also amounts for
importer expenses and profit. These deductions were based on verified importer data.

7 The non-injurious price is defined in section 269TACA
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10.3 ‘Injury margin’ approach to lesser duty rule

Customs and Border Protection has, for the purposes of this PAD, compared the
weighted average export prices to NIPs, to calculate weighted average ‘injury margins’.

This is a similar approach to that for calculating a dumping margin, only the NIP is used to
replace the normal value, and a percentage expression of the ‘injury margin’ can be
compared with a percentage expression of the dumping margin.

Customs and Border Protection has undertaken this exercise for the largest exporter by
volume from each of the five countries. Where the resulting ‘injury margin’ is less than the
dumping margin for any particular exporter and finish, then the lesser percentage figure
for the ‘injury margin’ can be used to give effect to the lesser duty ruIe

™~
Customs and Border Protection found in the case of each of the i Iargest expoder%lfrom
the five countries the injury margin percentages were higher than thet dumping marglns
Accordingly, Customs and Border Protection preliminarily cgnslgersk itis, reasonable to
find that provisional anti-dumping measures should be |mp|emented at the" full dumpmg
margins for all exporter/finish combinations. kY N \

EN \
;
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[ 11. REASONS FOR MAKING A PAD |

As discussed throughout this report, Customs and Border Protection preliminarily
considers it reasonable to expect that HSS imported from China (certain exporters),
Korea, Malaysia, Taiwan and Thailand (certain exporters) have experienced a competitive
advantage in terms of price as a result of dumping.

Customs and Border Protection preliminarily considers it reasonable to expect that the
increased competition with dumped imports has prevented the Australian industry from
achieving price increases which otherwise would have occurred, and has led to lost sales.

Customs and Border Protection has calcutated NIPs and found them to be above
Chinese, Korean, Malaysian, Taiwanese and Thai export prices. This supports a
preliminary finding that exported HSS has caused injury to the Australign industry.

Customs and Border Protection is of the preliminary view that: | '\\

¢ the goods the subject of the application have been exported‘f‘rk‘Chmg rKorea
Malaysia, Taiwan and Thailand at less than the amount; of the|r\ no’rn{al value

e the volume of HSS exported from Thailand that has been’ d\qmpep\or may have
been dumped is below a negligible volume of overall imports;,

7 Ay

* there is an Australian industry producmg like goods thgt\ is expenencmg material
injury; e

e the dumped goods are causing matenal mwry‘tc\;the mdustry, and

e itis necessary to require and takerecunt esito prévent, material i injury to the

Australian industry occurring whrle th\e m\/e‘sftrgahon continues;

Consequently, the CEO is satisfied, there appearto be suffucrent grounds for the
publication of a dumping duty notlce in respect\of the goods the subject of the appllcatlon
exported from certain exporters from China, Korea, Malaysia and Taiwan, but not in
respect of HSS exported to‘Australla from Thalland The Delegate of the CEO has
therefore made a PAD,under s. Z@TD of the Act to that effect.
N
in making his PAD; the Delegate of the CEO has had regard to the submissions posted to
the public record(for thig |nvest|gat|on and to the matters raised in reports posted to the
public record for thls 1\nvestlgat|on-‘as at 22 December 2011.
\ .
Addmogallyxthe Delegate of)the CEO has also had regard to other relevant information
and-data. sybmJQed by-interested parties to the investigation and gathered by Customs
and BorderProtectron durlng its investigation so far (where appropriate), including:
r\ "
. venhed data submmed in response to the Importer Questionnaire by several
|mporters of HSS;
+ data submitted by various exporters of HSS in response to the Exporter
Questionnaire; and
¢ data submitted by Australian industry members other than ATM.
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| 12. PROVISIONAL MEASURES

S.269TD(4)(b) of the Act states that if the CEQ makes a PAD, Customs and Border
Protection may, at the time of making that determination or at any later time during the
investigation, require and take securities under s.42 f the Act in respect of interim duty
that may become payable if the officer of Customs and Border Protection taking the
securities is satisfied that it is necessary to do so to prevent material injury to an
Australian industry occurring while the investigation continues.

In order to prevent material injury occurring while the investigation continues, Customs
and Border Protection considers that securities should be taken under s. 42 of the Act in
respect of interim dumping duty that may become payable in relation to HSS exported

from China, Korea, Malaysia, and Taiwan.

These securmes will be implemented separately, as soon as is practlcable after\the issue
of this PAD. Details of these provisional measures will be subjectJto a separate publlc

notification, subsequent to this PAD.

. '\

At the time of publlcatlon Customs and Border Protection |ntends to |mplement securmes

at the levels indicated in the below table.

’

.

: A t)\.‘ux e
\:.Prowswnal.measures rate
i .

w2

Country/exporters /Z“ .
China
Dalian Steelforce Hi-Tech Co., Ltd” 7«2, | 0%..
Hengshui Jinghua Steel Pipe Co., td 1., [9.2%

Huludao City Steel Pipe Industrial Co.;-Ltd>™

~41-6.3%

Qingdao Xiangxing Steel Pipe Co., Ltd. "% | 10.5%

Zhejiang Kingland Pipeline &\Technologles

Co., Lid Lo e e 0%

Other Chinese exporters that; prowded 8.7%

responses to thelExporter Questlonnaare

All other Chinese exportérs, fi, 10.5%
Korea

All exporters ™, A\ A 111.5%
Malaysia

Alkexporters-, = [ 15.0%
Taiwan

All exporters 115.7%
Thailand

No provisional measures

HSS

China, Korea, Malaysia, Taiwan and Thailand

34




