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The Director — Investigations
Anti-Dumping Commission
GPO Box 2013

Canberra ACT 2601

By email

Dear Director,

Investigation 645 — interchangeable bolted clipping system clip heads
No basis to impose measures on the subject goods from China

This submission is made on behalf of A C Plumbing Supplies Pty Ltd (“ACP”) in accordance with section
269TC of the Customs Act 1901 (“Customs Act”).
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A Introduction

ACP is an importer, wholesaler and distributor of interchangeable bolted clipping system clip heads (the
subject goods, “the goods”) in Australia. ACP operates nationwide to provide plumbing, bathroom and
hardware products to its customers in the plumbing industry.

ACP has been named by Abey Australia Pty Ltd (the Australian industry, “Abey”) as a relevant importer

in Investigation 645. ACP has reviewed the application made by Abey in this investigation and is
concerned with several aspects of the narrative that Abey presents to support its call for protection.
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This submission provides critical context with respect to the claims made by Abey. Our client queries the

accuracy of several propositions and statements made by Abey with respect to the alleged material injury
it has experienced. In this submission, we demonstrate that when the legal standard for the imposition of
measures is considered, Abey’s claims to be suffering material injury cannot stand.

B Threshold for the imposition of measures
The legal standard for the imposition of measures is contained in section 269TG of the Customs Act.

The Commission would naturally be aware of the relevant threshold. Reiterating same highlights just how
far Abey has to go to demonstrate that it actually has suffered injury, in circumstances that the Australian
anti-dumping system can address.

Section 269TG provides that measures may only be imposed where the Minister is satisfied that:
. dumping has occurred; AND

. that, “because of that dumping”, there is or has been material injury to the Australian industry, or
is a threat of material injury.

We note that Abey alleges it has suffered material injury.' The material injury that must have been
suffered by Abey must be greater than is likely to occur in the normal ebb and flow of business.? It must
also be established that dumping caused material injury, and not some other factor or cumulation of
other factors. In this way, if the Chinese imports are “dumped” that dumping must have caused Abey to
suffer material injury.

The fact that the Anti-Dumping Commission (“Commission”) has found, on a prima facie basis, that there
are “reasonable grounds for the publication of a dumping and countervailing duty notice...” is an
assessment that has been made on the basis of “the matters contained in the application and to any
other information that the Commissioner considers relevant”. It is not a finding made on the basis of a full
appreciation of the circumstances applicable to the question of whether dumping has caused material
injury to this particular industry. It is to that proposition that the investigation is directed.

In Consideration Report 645 (“CON 645”), the Commission notes “there appear to be reasonable
grounds to support the claims that the Australian industry has experienced injury”in the form of loss of
sales volume, lower production volumes, reduced market share, price depression and suppression, loss
of profits, reduced profitability, reduced assets, reduced capacity utilisation, reduced capital investment
and reduced wages.?

Notably, the Commission has reached its prima facie assessment on material injury being made out
purely on the basis of Abey’s application.* That information cannot be conclusive, and is not conclusive,
with respect to the proposition that Abey has suffered material injury to the degree required by the test
for the imposition of measures.

L EPR1, Application, pg 51.

2 Australian Customs Dumping Notice.2012/24, “Ministerial direction on material injury 2012”.

3 EPR 2, CON 645, pgs 24-29.

4 For example, ABF import data for the subject goods was not able to be used. See EPR 2, CON 645, pg 24.
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For the reasons outlined below, we reject the proposition that Abey has suffered any material injury due
to dumped Chinese imports over the investigation period.

C The timing of Abey’s material injury claims is problematic

It is evident from Abey’s application that it is seeking to rely on “evidence” of material injury (and
dumping) outside the investigation period. This is problematic.

In its application, Abey regularly refers to the “injury” it is has suffered from supposedly dumped imports
pre-April 2023.% The investigation period is from 1 April 2023 to 31 March 2024, so Abey'’s claims that it
has suffered injury pre-April 2023 are outside the investigation period.

The Commission has made prima facie findings of “injury” in CON 645, with respect to things such as:

° a decrease in sales volumes — “sales volumes have decreased from 2021 to 2022, with a
stabilisation of sales volumes in 2023”8

. lower production volumes — “production volumes have declined year on year from 2021 to
20237

. lower market share — “experiencing declines in market share in both 2022 and again in 2023”2

. price depression and suppression — “Abey Australia has experienced price depression from

2020 to 2021, and again from 2022 to 2023. This also indicates that Abey Australia has
experienced price suppression™®

. loss of profit and profitability — “marked decrease in profit and profitability in 2022 that Abey
Australia has claimed was on the back of lost sales volumes”."°

However, only a few of these allegations clearly relate to the investigation period, and there is no trend
graph or similar in the application to demonstrate, with any particularity, the timing and direction of any
trend in the investigation period. For example, the Commission conversely notes that Abey’s sales
volumes stabilised in 2023. In these circumstances, there is no strong indication that material injury was
suffered due to dumped imports during the investigation period.

Under section 269TACB of the Customs Act, it is only dumping occurring during the investigation period
that is relevant to determining whether measures should be imposed. A determination on dumping
regarding goods exported prior to the investigation period is not permitted.'" The existence of material
injury caused by dumped imports in the investigation period is a prerequisite to the imposition of
measures. Abey’s claims regarding the material injury it has suffered due to dumped imports pre-April
2023 are interesting but do not establish the case.

5 i.e. see EPR 1, Application, pgs 51-52.
6 EPR 2, CON 645, pg 25.

7 EPR 2, CON 645, pg 26.

8 EPR 2, CON 645, pg 26.

° EPR 2, CON 645, pg 27.

0 EPR 2, CON 645, pg 28.

1 Customs Act, s 269T(2AE).
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As outlined in the Anti-Dumping Commission’s Dumping and Subsidy Manual, the injury examination
period (from 1 April 2020), is purely for the purposes of assessing alleged indicators of injury over a
period of time so that benchmarks/trends may be established to assess the materiality of any injury
occurring in the investigation period.? It is not a timeframe within which the Commissioner determines
that dumping has occurred.' A reduced level of financial performance in the period prior to an
investigation period establishes the platform at the start of the investigation period for the Commission to
work out whether things are “better” or “worse” than before. Alleged “injury” occurring in the period before
the investigation period cannot satisfy the prerequisites for a determination to impose measures.

As such, we remind the Commission that Abey’s claims of dumping and material injury occurring pre-
April 2023 cannot be the basis upon which injury can be considered to have occurred. As acknowledged
by the Dumping and Subsidy Manual, that period provides an understanding of the position of the
Australian industry prior to the time in which dumping is proven to have existed.

D Abey’s previous sales reductions are linked to its drop in production

Abey’s loss of sales volume and market share is not an indicator of “injury”. It is a consequence of Abey
decreasing its own production volumes in 2022. As demonstrated below, the lowering of production
volumes does not have any demonstrated link to (dumped) imports, so in such circumstances, there can
be no inference that any loss in sales volume or market share is tied to (dumped) imports too.

Abey has claimed that it lost a significant volume of sales and market share to Chinese exporters, due to
its customers sourcing cheaper goods from China beginning in 2014-15."% Abey has stated that it
experienced a decline in production and capacity utilisation in 2022 and further again in 2023, as exports
displaced sales of local production.' Abey alleges that its market share across 2022-23 slipped by
approximately 20 per cent.'®

This is an interesting claim to make because it is natural for a manufacturer that lowers production to
experience lower sales and a smaller market share, as these are simple flow-on consequences of the
manufacturer producing less. Abey’s claim that it lowered production volumes, due to dumped imports, is
not accurate, based on the information presented and the information available to us.

In Abey’s own words, Abey experienced a decline in production volumes following 2021, while its sales
volumes “improved” during COVID-19."8 It was not until 2022 that its sales volumes supposedly fell.
So, why would Abey’s production volumes fall in 2021 if it was experiencing higher sales volumes over
this period? One would naturally expect a manufacturer to actually increase production volumes to meet
the growing sales volumes. This indicates that the reduction in production presaged and was responsible
for Abey’s fall in market share and sales.

Anti-Dumping Commission, Dumping and Subsidy Manual, pg 99.
13 Customs Act, ss 269TACB and 269T(2AD).

4 EPR 1, Application, pg 17.

5 EPR 1, Application, pg 25.

6 EPR 1, Application, pg 17.

7 EPR 1, Application, pg 25.

8 EPR 1, Application, pg 17.

19 EPR 1, Application, pg 17.
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In addition, Abey’s sales volumes stabilised in 2023, when there were still imports, which further supports
the view that Abey’s production volumes are not tied to the existence of imports in the Australian market.

So, something must have occurred in 2021-22 to result in Abey producing less. Whether reduced
production may have been due to manufacturing plant shutdowns (say, due to COVID-19 lockdowns), an
inability to source raw material or something else is a moot point. The relevant point is that all the
supposed injury flowing from reduced production volumes and capacity utilisation (which led to reduced
sales) is not a result of imports. No correlation is evident.

Further, the narrative that Abey presents conveniently misses the reality that its sales volumes actually
stabilised in 2023.2° This is particularly relevant as 2023 forms the majority of the relevant investigation
period. So, if anything, any “injury” supposedly suffered by Abey was actually alleviated during the
investigation period, rather than being caused in the investigation period.

In these circumstances, Abey has not demonstrated that it has suffered a loss of sales volume, market
share or production volumes due to dumped Chinese imports during the investigation period.

E No concrete evidence of price undercutting, nor the claimed price-
sensitivity

Throughout its application, Abey claims that it has suffered material injury via price undercutting. With
respect to ACP, Abey has referred to confidential data that supposedly shows the pricing Abey offered to
customers in March 2022 undercut Abey’s selling prices.?! ACP does not have a copy of this information,
or a meaningful summary of same, so cannot respond to this adverse submission or comment on the
accuracy of the figures obtained by Abey.

Nevertheless, we wish to make clear that this period was prior to the investigation period. Regardless of
whether the claimed prices are accurate or not, this example cannot be considered in determining
whether Abey has suffered price injury, and cannot bear any relevance as to whether measures should
be imposed.

Setting aside Abey’s claimed evidence of price undercutting for now, ACP wishes to comment on Abey’s
broader pricing claims, particularly with respect to the price sensitivity of the goods. Abey has claimed
that because its prices are heavily influenced by HRC prices, where possible, it passed these costs onto
customers. This has apparently resulted in a loss of sales (approximately 10 per cent over last two years)
to imports that “undercut” Abey’s selling prices (by prices apparently between 30 and 40 per cent).?

It is evident that Abey’s arguments regarding loss of sales volume and market share hinge on the belief
that customers are “price-sensitive” and apparently willing to jump from supplier to supplier, based on
who can offer the lowest price, on any given day.?3 In ACP’s experience, this is not the case.

In ACP’s experience, customers are highly influenced by the timing (i.e. availability) of products, the
range of products available from a particular supplier, and related purchase order requirements (i.e.
minimum order values).

20 This has not missed the attention of the Commission. See EPR 2, CON 645, pg 25.
21 EPR 1, Application, pg 32-33.

22 EPR 1, Application, pg 32.

23 EPR 1, Application, pg 18.
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With respect to the timing and availability of products, ACP has received feedback from plumbing
industry members that Abey often faces scarcity in its plumbing product range and it is unable to deliver
supplies in a timely fashion. Abey’s stock management means it is slow to fulfil orders. Please refer to
confidential attachment 1. There is obviously a clear advantage to having high inventory levels ready for
supply. This is why ACP has been able to increase its sales volume. ACP’s business model operates on
having supply for stock, in advance of purchase orders being made, which enables it to service industry
members neglected by Abey. The fact that ACP has been able to do so is unrelated to the pricing of the
goods.

Customers are also influenced by the range of products available from suppliers and minimum order
values for purchase orders. Indeed, suppliers that offer a greater range of products are more likely to
obtain sales, as customers can obtain their entire product needs from one supplier, more easily meeting
minimum order values.

For ACP, the subject goods in Investigations 644 and 645 are only a small part (contributing to [}
[confidential text deleted — number] per cent of ACP’s total sales during the investigation period) of the
product range that ACP supplies to customers. ACP’s diverse product range includes pipe fittings,
valves, trade tapware, wastes and drainage product. It is ACP’s experience that customers prefer to
source products from suppliers that can fulfil their entire supply needs for ease of procurement
management. In contrast, Abey has a more limited product mix, offering pipe clips (the subject goods in
this investigation and Investigation 644), speciality waste traps (which are less commonly used in the
market) and flexible water hoses. In these circumstances, it is natural for customers to favour suppliers
that can fulfil a broader range of their product needs, rather than having to source different components
from different suppliers. Other suppliers in the plumbing market, such as Aztec,?* and Couta Group,®
also have an extensive core product range, which would likewise be attractive to customers.

These circumstances indicate that non-pricing factors, such as availability, product range and minimum
order values, are actually key factors influencing purchasing behaviour. ACP would caution that these
factors were, and are, key considerations for Abey’s current and prospective customers, as they are for
ACP’s own customers. None of these factors can be attributable to Chinese imports.

Finally, we note that Abey’s historic sales of the goods, pre-investigation period, have been made at a
loss.?® Could it be that Abey, in practice, treats the goods as a “loss leader” to attract customers? If this is
the case, then it would be difficult to pin Chinese imports as the cause of material injury in these
circumstances.

F Implications of sources of raw materials

In its application, Abey notes that it sources HRC from third parties. According to Abey, the third parties
are “local suppliers who source the coils from overseas and domestic suppliers”.?” No further information
has been provided on who these specific suppliers might be, or the destinations from which they source
HRC.

24 Aztec’s core product range comprises of roof flash, flexible water connectors and DWV fittings.
25 Couta Groups core product range comprises of a comprehensive range of plumbing pipe fittings.
%6 See EPR 2, CON 645, pg 28.

27 EPR 2, CON 645, pg 11.
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China is the world’s largest steel producer and a major exporter of HRC into Australia.?® Australia’s sole
manufacturer of HRC, BlueScope, itself imports HRC into Australia.?® Abey makes subsidy and market
situation allegations with respect to HRC. These claims are relevant to the case at hand, but not in
support of the proposition that dumping of interchangeable bolted clipping system brackets, being the
goods under consideration, has occurred or has caused material injury to Abey:

Firstly, the goods under consideration are not HRC, so Abey’s claims of low priced inputs only serve to
emphasise Abey’s belief that Chinese exporters have a lower cost of production. Secondly, it would be
grossly hypocritical if Abey was in fact using Chinese HRC in its production and receiving the same

alleged benefits that it complains Chinese producers of the goods receive. Of course, the Commission

may find that the suppliers are in other low cost countries, such as Tirkiye, which has been found by the
Commission to have steel “benchmark” prices comparable to those of China.3°

G Conclusion

As we have outlined above, there is no demonstrated evidence of Abey suffering material injury due to
dumped Chinese imports during the investigation period. As such, we submit that Abey has not
substantiated its calls for protection.

Please do not hesitate to contact me if the Commission requires any further information.
Yours sincerely
x>

Alistair Bridges

+08 8424 2352

28 See TRINDEX, available at https://www.industry.gov.au/publications/trade-remedy-index-trindex (accessed
25/07/2024).

29 Refer to Anti-Dumping Commission Investigation 400, EPR 27, pgs 4 and 8.

30 Anti-Dumping Commission Investigation 632, EPR 25, pg 104.
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