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14 May 2012

Mr Geoffrey Gleeson

Director, Operations 3

Intemational Trade Remedies Branch

Australian Customs and Border Protection Service
Customs House

5 Constitution Avenue

CANBERRA ACT 2601

Dear Mr Gieeson
Public File

ATM Correspondence 2012/15 - HSS exported from China, Korea, Malaysla, Talwan and
Thailand - Investigation No. 177 - Further comments on Alpine Pipe Manufacturing Sdn Bhd
Exporter Visit Report

Further to OneStee! ATM's previous submission on Alpine Pipe Manufacturing Sdn Bhd (“Alpine”),
OneSteel ATM seeks to make the following additional comments in relation to the Alpine Exporter
Visit Report.

Normal Value Adjustmenta
1. SpecHication Differences

Customs and Border Protection’s (“C&BP") visit report did not address the well-known differences
between HSS sold domestically by Alpine and the goods exported to Australia by Alpine.

OneSteel ATM understands that the like goods soki by Alpine in Malaysia for RHS are not to the
same standard as the goods exported to Australia.

Confidential Attachment 1 details a quotation supplied by Alpine for domestic supply in Malaysia
whereby substitute product was offered instead of product to the requested specification of AS 1163.
A couple of key observations can be made from this quotation:

¢ The substitute product offered by Alpine is to the specification ASTM A500;

e The Alpine offer details the nominal material thickness as well as the actual thickness of the
material. It is noteworthy that the actual thickness of the material reflects Alpine producing the
material to the minimum thickness allowable under ASTM AS500 (i.e. -10 per cent). It should
be noted the minimum tolerance for actual versus nominal thickness under the specification
AS1163 is 4 per cent (based on mass tolerance) which is significantly lass than that
permitted under ASTM A500.

It should be noted that this approach is reflective of comments provided by Alpine as recorded in
C&BP visit report (refer Section 3.6 of the Alpine Visit Report).




Confidential Attachment 2 provides a comparison on key characteristics between the specifications
ASTM AS00 and AS 1163. Key noteworthy differences are:

¢ ASTM A500 has a minimum yield strength of 270 MPa vs AS1163 RHS supplied by Alpine
into Australia of 350 MPa or 450 Mpa;

¢ ASTM AS500 has no minimum mass tolerance vs nominal. AS1163 has >=0.96 of nominal
mass;

* ASTM AS500 has no requirements for charpy impact (i.e. toughness) testing or ILAC
accredited laboratories unlike AS1163;

* ASTM A500 has individual line marking and traceability of lengths optional whereas these are
required under AS1163;

¢ ASTM A500 has no requirement for fully killed, fine grain continuous cast steel vs AS1163.
Consequently ASTM AS00 does not require impact property testing and is not considered
suitable for dynamic loads.

OneSteel ATM therefore recommends that an upward adjustment to Alpine’s normal value 1s required
to account for the specification differences that are evident between sales of domestic HSS and the
9oods exported to Australia by Alpine.

OneSteel ATM submits that a positive specification adjustment to normal values for all HSS exporters
of the goods under consideration (“GUC") in each of the exporting countries China, Korea, Malaysia,
Taiwan and Thailand is warranted to account for the differences in price that can be attributed to the
exported goods complying with Australian Standard 1163, and the domestic sales of like goods that
are allegedly standard grade HSS (that are not to the same standard as AS 1163).

Recommendation

C&BP to make an upward adjustment to Alpine’s normal value to account for the differences in
specifications between ASTM AS00 and AS1163. Similar adjustments are also required for all other
HSS exporters to Australia of the GUC from the investigated countries.

Itis noteworthy that Pacific Pipe Co. Ltd's price differences between oiled product used in the Thai
domestic market (offered into Australia) vs Blue Painted to AS1163 C350 offered into Australia have
consistently been A$xaut (Please refer Confidential Attachment 8).

2. Inventory Carrying Cost, Export Warehousing Cost and Export credit cost

In Section 5.2 of the Alpine Visit Report it is claimed that Alpine produces orders for Australia in *most
cases” makes to order.

In Section 6.4.5 Alpine submitted “its finance costs are higher for domestic sales than for exports as
domestic sales are predominately from stock while export sales are made to order".

Confidential Attachments 3 (a) and 3(b) contains copies of offers solicited by Alpine for sale in
Australia detailing substantial range and quantity of products to AS1163 available ex-stock.
Confidential Attachment 3(a) includes one stock list with xxxx tonnes of AS1163 RHS alone.

C&BP appears to have calculated export credit cost from the date of invoice or bill of lading and as
such considered sales to all but one of the export customers to be on a cash basis. However, this
approach ignores the fact that export sales may typically wait several months for transport options to
be finalised. It is OneSteel ATM's view this differential needs to be taken into account as it is not a
delay applicable to Alpine domestic sales that can be invoiced shortly after production. C&BP's
approach appears to accept that export sales are invoiced as soon as they are produced, however,
this claim appears to be in conflict with the comment in the visit report “Alpine stays in contact with
the customers to update them on the order volumes accruing so the importer can arrange overseas
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freight” and “As the delivery orders are consolidated for shipment to Australia, Alpine raises a
commercial invoice® (refer Section 5.2 of Alpine visit report).

C&BP also appears to have made a negative adjustment for credit terms on domestic sales despite
acknowledgment that the prices used have contained credit notes received for early payment
(specific invoices and products unknown).

3. Grade and Coating Differences

Alpine stated that it provides AS1163 C350 LO at no extra charge (Refer Section 5.5 of Alpine Visit
Repont). This is directly contradicted by Alpine product offers into Australia. Confidential Attachment 4
highlights product offers from Alpine from different traders all charging a $xx/t extra for LO product
charactenistics. Confidential Atachment 5 highlights an offer directly from Alpine detailing a surcharge
for material compliant with C350 LO and wrapping of material.

Alpine also stated it sells 450MPa at the same unit price as 350 Mpa. This is directly contradicted by
correspondence in Confidential Attachment 5.

Alpine explained that very small volume of 450Mpa product is sold in Australia. However, the stock
lists detailed in Confidential Attachment 3(a) details significant quantities (>430t) of product ex-stock
to AS 1163 C450.

It should also be noted that Alpine stated to C&BP that 355 Mpa grade coil was "not much more
expensive’. It is unclear what this statement is relative to. However, it should also be noted Alpine
made a similar statement on the relativity of Pre-gal coil vs HRC where there are clearly material
differences in pricing.

OneSteel ATM regards the approach articulated by C&BP in the visit report for adjusting for
differences in painting costs on Australian exports as inadequate. In OneSteel ATM's view
adjustments need to recognize differences in:

» Pricing differences — Confidentia! Attachment 8 highlights ~ $xxx/t differences in Pacific
pricing into Australia for
o €250 oiled product (typical of product supplied domestically in Thailand/Malaysia) vs
C350 Painted product;
o Both above products were for export to Australia under identical terms;
* Pricing differences — Confidential Attachment 8 highlights ~ $xx/t differences in Saha Thai
pricing into Australia on C350L0 and Blue Painted versus C350 oiled product;
o Costs of operational complexity — changing paint lines, grades, thicknesses;
* Impact of paint coatings on lower overall yields (e.g. product unsatisfactory due to poor
coating);
» Costs of traceability and individual length line marking to comply with Australian Standards

4. Galvantzed Coil (Pre-Gal)

Alpine stated that “pre-galvanized coil is roughly the same cost as HRC it purchases’. This statement
defies belief and credibility or is a reflection of a “Market Situation® in operation in Malaysia. Non-
Confidential Attachment 6 details CRU benchmark pricing for Galvanized Coil vs HRC in every region
internationally highlighting a typical differential between HRC and Galvanized Coil in FY11 of
US$0dt (or ~ 20%) in South & East Asia.

C&BP analysis (refer Section 6.3 of Report) in comparing pre-gal export sales with black domestic
sales appears to have made no further adjustment for differences beyond negligible adjustments for
coil based on information provided by Alpine.
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Aside from the credibility of the coil information provided by Alpine. C&BP would appear to have
made no allowance for additional costs associated with pre-gal HSS manutfacture such as weld repair

costs (typically $xx/t), apptication of clear coat to aid white rust prevention and differential in yields on
Gatvanized HSS.

5. Other Costs

The Alpine Report appears to largely not address a range of other extra costs associated with export
sales.

It should be notes a range of additional export costs have consistently been detailed in Alpine export
offers to Austratia (Refer Confidential Attachment 4):

* Non-Standard length extra’s +3$xx/t;
*  Wrapping +$xwt to $xx/it;
* Container Shipment +$xx/t.

Alpine stat ts re export/ k reb on coil

Alpine has stated (refer Section 6.3.1) that “stock rebates® accrued in the period prior and including
FY09 have been in effect written-off. The clear implication being that Alpine expected payment of
these rebates but did not actually receive payment from their supplier.

This is directly contradicted by the documents in Confidential Attachment 7.

Conclusions on Alpine Visit Report

It is OneSteel ATM's view that the nature of statements and positions articulated by Alpine to C&BP
are so substantially discredited and /or unclear that they cannot be regarded as a co-operating with
this investigation and their information should be disregarded.

Further, OneSteel ATM believes the poor transparency and/or accuracy of the information provided
by Alpine on matters such as:

* Domestic credit notes/discounts and whether they relate to the goods or not;

HRC "stock rebates” and claims from Alpine they have never been paid;

Domestic credit notes for early payment vs claims for terms differences on domestic vs
export sales;

Inability to distinguish shipping methodologies actually used:;

Production costs “shearing” and “forming™ etc. and whether they even relate to the GUC;
Warehousing cost errors;

Apportioning of HDG costs;

Apportioning of overhead costs;

Posting of HRC sales;

Theoretical vs Actual weight submissions;

Raw material costs;

Previous Anti-Dumping investigations.

Supports and confirms that Alpine’s information and claims cannot be relied upon by C&BP.

C&BP is requested to re-examine adjustments afforded to Alpine’s normal values and to adequately
consider that matters raised in this submission as they reflect cost/price differences between Alpine
domestic HSS sales and export sales of the GUC to Australia.
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If you have any questions concerning this submission please do not hesitate to contact me on (07)
3342 1921.

Yours sincerely
.,;An d_\}/v"‘)/

Jghn O'Connor
Director

Cc Stephen Porter, General Manager Sales — OneSteel Manufacturing
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