Public
File 60

* Australian Customs and
Border Protection Service

-
INTERNATIONAL TRADE REMEDIES BRANCH

INVESTIGATION

ALLEGED DUMPING OF CERTAIN HOLLOW
STRUCTURAL SECTIONS EXPORTED FROM THE
PEOPLE’S REPUBLIC OF CHINA, THE REPUBLIC

OF KOREA, MALAYSIA, TAIWAN AND THE

KINGDOM OF THAILAND

AND

‘,\ \\
O\

ALLEGED SUBSIDISATION OF HSS EXPORTED
FROM THE ‘PEOPLE’S REPUBLIC OF CHINA

N
SN/
R x\\.,/
SN
\//

PﬁELIMINARY AFFIRMATIVE
. DETERMINATION NO 177A

BN

6 June 2012

¢ THIS DOCUMENT AND ANY VIEWS OR RECOMMENDATIONS CONTAINED THEREIN ARE
i PRELIMINARY AND MAY NOT REFLECT CUSTOMS AND BORDER PROTECTION'S FINAL
{ RECOMMENDATIONS




Public :
File 59
PCAD NG L7/ FUBLIC RECORD St 2012 e d
| TABLE OF CONTENTS
ABBREVIATIONS ........coiniiinneciiinieaisescssiississsnessessnsssscsssssesses sossassascssasssssssssssss 3
1. SUMMARY AND DECISION.. .4
1.1 Preliminary affirmative determination...............ccoccoevriiinniniccicne, 4
1.2 Provisional MEASUIES ........c.c.ooieiireiititieie et iaes e ee e seeneneeon 4
2. INTRODUCTION 6
2.1 IMEIALION ..ottt ettt es et sttt eae et e s e en 6
2.2
2.3
24
3. ABILITY TO MAKE PAD AND TAKE SECURITIES ........cccocceeunenne 8

3.1 Ability to make a PAD

3.2 ADility t0 TaKe SECUFItIES.....cceueieeeercicirirccieiierpeetirecreeeeebees ettt 8
4, THE GOODS UNDER CONSIDERATION.., 10

4.1 The goods.......ccccoviomirivcciccneninn e eeere e ettt en 10

4.2 Like goods and Australian mdustry ............................................................. 11
5. AUSTRALIAN INDUSTRY AND AUSTRALIAN MARKET .................... 13
6. COUNTERVAILING ASSESSMENT \‘ “ 14

6.1 Preliminary findings............ >

6.2  Categorisation of exporters \’ ........

6.3  Summary of countefvallable programs .

6.4 Program-specmc findings. ... Nedeetneecirie e ettt r s raae 16

6.5 Program 20 - hot\rolled steel provided by government at less than fair

market valué> .................. Ny

6.5.1 Public bodiesu........ \\ ....................................

6.5.2 Adefgu/aé re%une(ai\;:m or HRC and narrow strip

6.6  Prelitninaty-subsid FQINS ..ot e esee e se et 19
7 URY\ ({iSISS\)', - 20

. QL A

X U JION-ASSESSMENT 21

9. \\{l NJU S PRICE ASSESSMENT 22
10. REI{SONS FOR MAKING A PAD .24
11.  PROVISIONAL MEASURES 25
HSS Cirvina, Korea. Malaysia, Taiwan sne Toailand 2




| Public

oL BLIC RECORD e 20k G

PAD o 1771
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ACDN Australian Customs Dumping Notice
the Act Customs Act 1901
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ATM
CEO

CON177

China
Customs and Border
Protection
GOC
the goods
HRC
HSS
Huludao
M'@n_istér-
NIP
PAD
PAD177
PAD177A
Qingdao X»angxlng
' SBB e \\

the Australian industry producing HSS
OneSteel Australian Tube Mills Pty Ltd
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Customs and Border Protection Service
International Trade Remedies Branch
Consideration Report No. 177 (the consideration
report for this investigation)

People's Republlc of China

the Australian Customs and-Border Protection
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the Government of China
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certain hollow strhctural sectLons

Huludao Cify Steei Plpe industrial Co., Ltd
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[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) by all exporters other than
Huludao City Steel Pipe Industrial Co., Ltd (Huludao) and Qingdao Xiangxing
Steel Pipe Co., Ltd (Qingdao Xiangxing).

in making this decision, the Delegate has determined that there appears to be
sufficient grounds for the publication of a countervailing duty notice in relation to
certain HSS exported to Australia from China.

This report publishes the reasons behind the Delegate's decision to make this
PAD (PAD177A). )

PAD177A is subsequent to the Delegate of the CEO's :'FlAD in rélation to the
dumping of HSS exported to Australia from China, Korea, Mataysia and Taiwan,
notified in The Australian on 23 December 2012 and in Australian Customs

N N

Dumping Notice (ACDN) 2011/62 (PADJj??). . '
< \‘\\ ~ ,’\ N

PAD177A, and the preliminary findﬁﬁs\gbhtgiﬁek}wjthin this accompanying report,
are made having regard to tr)e,p(elimiﬁa{y;ﬁndi\ngs’comained within Customs and
Border Protection’s Statement of Essential\Eacts 177 (SEF177), issued in relation
to this investigation on 23-Aprll. 2012, submissions received in response to
SEF177, and all other rePe?grl\i formation.

y CIQRITHE

AN SN .
SEF177 preliminarily found thﬁ{he dumping of HSS exported to Australia from
China, Korea, Ma\la\ysia_ an\g\Ta/ivga\n, and the subsidisation of HSS exported to
Australia fro’ﬁtChiQagmah\g}poners other than Huludao and Qingdao
Xiangxing, has-tauséd material injury to the Australian industry producing like
goods. N N\

CCON Neped s . .
Consgquently, S\EH]? proposed to recommend to the Minister for Home Affairs
(the MiRjs}er) that a dumping duty notice be published in respect of HSS exported
to Australia.from China, Korea, Malaysia and Taiwan by all exporters; and a
countervailm\g duty notice be published in respect of HSS exported to Australia
from China from all exporters other than Huludao and Qingdao Xiangxing.

1.2 Provisional measures

Following PAD177, the Delegate of the CEO considered that Customs and Border
Protection should require and take securities under s.42 of the Act in respect of
interim dumping duty that may become payable in relation to HSS from China,
Korea, Malaysia and Taiwan.

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

HSS China, Korea Malaysia, Taiwan and Thailand 4
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These securities were imposed on goods entered for home consumption on or
after 10 January 2012.

Following the making of PAD177A, Customs and Border Protection has decided to
not require and collect countervailing securities at this time.

w
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[2. INTRODUCTION

2.1 Initiation

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

Additional information was received from ATM on 26 August 2011.

Following an examination of the application, the delegate of the CEO decided not
to reject the application, and an investigation into the alleged dumping and
subsidisation of HSS exported to Australia from China, Korea, MalayS|a Taiwan
and Thailand was initiated on 19 September 2011.

Customs and Border Protection published a notice in The Austrahan newspaper
on the date of initiation, and released ACDN 2011/43; which contams further
details on the investigation..

The investigation period, used to determine whether dumplng ‘and subsidisation
has occurred, was established as being frem 1 July 2010 lo
30 June 2011.

Customs and Border Protection has' Q(amined th\ol}ustrahan market and the
economic condition of the |ndu/stry from. kJuIy 2007 for the purposes of injury
analysis.

\/

22  Previous mveshgatnpns

Customs and Border Protectlo\(i\has prevnously conducted several investigations,
(including reiny: stlgatlon§ reviews, and continuation inquiries) into HSS and
specific suby; cat@{ S of HSS f?om various countries.

These h ve inc de

20 /20\0\ Inv/estlgatlon (Report No. 116);
\ /2009 Review (Report No. 143);

. 20Q8/2009 Investigation (Report No. 144);

o 2009 \Continuation Inquiry (Report No. 147); and
. 2009/2010 Review (Report No. 153).

A summary of these investigations is in Customs and Border Protection’s
consideration report for the investigation (CON177).

23 PAD177

On 23 December 2011 the CEO publicly notified that a PAD had been made in
relation 1o the dumping of HSS exported to Australia from China, Korea, Malaysia
and Taiwan.

2 Under 5.269TB of the Act

HSS Ching, Korea, Malaysia. Taiwan and Thailand 6
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Following this PAD, Customs and Border Protection has required, and is taking,
securities in respect of any interim dumping duty that may become payable in
respect of HSS exported to Australia from China, Korea, Malaysia and Taiwan that
are entered for home consumption on or after 10 January 2012.

24  SEF177

On 23 April 2012, Customs and Border Protection published SEF177, containing
its preliminary findings in relation to HSS exported to Australia from China, Korea,
Malaysia, Taiwan and Thailand.

SEF 177 preliminarily found:

..the dumping of HSS exported to Australia from China, Korea, Malaysia
and Taiwan, and the subsidisation of HSS exported to Austraha from China,
has caused material injury to the Australian industry Qroducmg like'goods.

Funther, SEF177 proposed to recommend to the Minister for Home Affairs (the
Minister):

..a dumping duty notice be publr§hed in- respecl of HSS exported to
Austra//a from China, Korea, Malaysia and Taiwan, and a countervailing
duty notice be published in respec! of. HSS exponed to Australia from
China. N N \ N

- . S /.'
The detailed reasons for this prellmmary flndmg are contained in SEF177.and its
appendices. \\‘ N
N\
In making PAD177A,\the De@gatg has:had regard to the preliminary findings in
SEF177, submnssmns recelved in response to SEF177, and all other relevant
information. 7. - \ Q\
<\\\ I >
Due to the recent ngture -of SEF177 Customs and Border Protection has largely
not sougm to reB{a\lﬁhe prellmmary findings of SEF177 in this PAD report.

Howe\er\ whe\e repetmon of the findings of SEF177 are necessary for the context
of thisRA )repoct Br'where the preliminary findings of SEF177 have altered, this
has beetuwcluded in this report.

\,-
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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 sulfficient 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 sufficient 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 s.269TD to that effect.

In deciding whether to make a PAD, the CEO must have r'ega\r‘dit_o the application
concerned, and to any submissions concerning-publication of the notice that are
received by Customs and Border Protection within 40 days aftér' the date of
initiation of the investigation. . -

The CEO may also have regard to any othér matters'that the CEO considers
relevant. s e 1 o

N RN s
N S
The CEO is not obliged to hav/e'r.egard‘(qéhysupmission received after day 40 if
to do so would prevent the timely considera\ti\on\of whether or not to make a PAD.

N A N\
32 Ability to Take'Securities
Customs and Border' ??{o\tectioF(n\l\ay; ai) the time of making a PAD or at any later
time during thef veﬁti\ga&@n, require and take securities under .42 in respect of
interim dutygha\ ay becor?)\eﬁ@;able if the officer of Customs and Border
Protection tak\i}{g the.securitivs is satisfied that it is necessary to do so to prevent
materialipjury to?an%s\t;‘éﬁan industry occurring while the investigation continues.
/ .:\Ql\\ NNV

Follq»’qin@RADQJl/ the Delegate of the CEO considered that Customs and Border
Protection /should.'ieq/uire and take securities under s.42 of the Act in respect of
interim dvﬁnlping duty that may become payable in relation to HSS from China,
Korea, Mal ag)sia and Taiwan.

Following the making of a countervailing PAD (PAD177A), the Delegate may also
decide to require and take securities in respect of any interim countervailing duty
that may become payable in respect of HSS from China. However, having regard
to the quantum of the dumping securities currently in place, the due date for
Customs and Border Protection’s final report to the Minister in this investigation,
and the operation of the collection and later conversion of securities system,
Customs and Border Protection has decided to not require and collect
countervailing securities at this time.

However, if the Delegate becomes satisfied at a later date that countervailing
securities should be collected in order to prevent material injury occurring while

HSS China, Korea. Malaysia, Taiwan and Thailand 8
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the investigation continues, Customs and Border Protection may require and take
such countervailing securities in the future. Any such imposition of countervailing

PUBLIC RELORD

securities will be subject to a separate public notification.

HSS

Ching, Korea, Malaysia, Ta.wan and Thailane

sure 2012
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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 21 mm up to and
including 165.1mm in outside diameter and, for oval, square. and: rectangular
products those with a perimeter up to and including 1277. SmPn Categones of HSS
excluded from the goods are conveyor tube; precnswn RHS wnth anominal
thickness of less than 1.6mm and air heater tubes to Australlan Standard (AS)
2556.

The application includes the following mformal:on Jo clanfy the nature of the
goods. i . .
Finishing f;\/(, ’ \\//
All HSS regardless of flmsh ls mcluded |n1he appllcauon

\
Non-galvanised HSS is typlcallyof palnted black lacquered or oiled finished
coatings. \ N

CHS with othe(tﬁan ;Jlam Qnds/(such as threaded, swaged and shouldered) are
also include®in th appl IQQIIW
n r \
c
HSS@ ge}ierai pro uced to either the British Standard BS 1387 or the Australian
Standa?d’§1 163 6r international equivalent standards (including ASTM/JIS and
o

KS).

HSS can also be categorised according to minimum yield strength. The most
common classifications are 250 and 350 mega Pascals (MPa).

HSS may also be referred to as extra-light, light, medium or extra heavy according
to its wall thickness.

Excluded goods

The following categories are excluded from the goods subject of the application:

HSS China, Kerey, Malaysiz, Taivan and Thadand {i]
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¢ 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 t.6mm (is not used in
structural applications); and

¢ air heater tubes to AS.2556.

r ral' sections

For clarification, the goods subject to the measures include all electric resistance
welded pipe and tube made of carbon steel meeting the above descnpuon of the
goods (and exclusions), regardless of whether or not the pipe or. tube meets a
specific structural standard or is used in structural applications. h

Tariff classification

At initiation, Customs and Border Protection understood the goods to be classified
to the following tariff subheadings in Schedule 3'to the Customs Tariff Act 1995
(the Tariff Act): L N /
/ A

e 7306.30.00 (statistical codes 31, 32 33 34 '35, 36/and 37);

e 7306.61.00 (statistical codes, 21 22 anq 23) and

e 7306.69.00 (statistical codes ZQ 27 and 2§/ %

I \&

Since initiation, the statistical codes relateé 1o these relevant subheadings have
been altered, and the goqgs b}e now classmed to the following tariff subheadings:

N)
e 7306.30.00 st tlsnca&des 31 32 33, 34, 35, 36 and 37);
o 7306.61. OOTstathcal co Q§ 21,22 and 25); and
o 7308, 69 } usuc LcoGe 10).

The good\expor&\’ %u/s}raha

o Kirea a)1 Taiwan are subject to a 5% rate of duty;
\\fro China ard Malaysia are subject to a 4% rate of duty; and
Thauland using Thailand Free Trade Agreement rates are free from
dut -as of 1 January 2010.

There are numerous Tariff Concession Orders applicable to the relevant tariff
subheadings.
4.2 Like goods and Australian industry

Detailed discussion of Customs and Border Protection’s preliminary findings as to
the existence of an Australian industry producing like goods are contained within
SEF177 at Chapters 3 and 4.

Customs and Border Protection has not altered its position on these mattes since
releasing SEF177 on 23 April 2012, and affirms them in this PAD report.

HSS China, Kerea, Malaysia, Taiwan and Thailand il
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In summary, Customs and Border Protection considers that:

HSS

there is an Australian industry consisting of persons who produce like
goods in Australia in the form of ATM and three other manufacturers;
the HSS manufactured or produced in Australia are like goods; and
the like goods were wholly manufactured in Australia.

China, Kor~a Malaysia. Taivan ard Thailand
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5. AUSTRALIAN INDUSTRY AND AUSTRALIAN
MARKET

Details of Customs and Border Protection’s preliminary findings regarding the
existence of an Australian industry producing like goods, and the existence of an
Australian market are contained within SEF177 at Chapters 4 and 5 respectively.

Customs and Border Protection has not altered its position on these matters since
releasing SEF177 on 23 April 2012, and affirms them in this PAD repont.

In summary, Customs and Border Protection preliminarily considers that:

¢ there is an Australian industry consisting of persons who produce like
goods in Australia® in the form of ATM and three other manufacturers;

* the like goods were wholly manufactured in Australia; and

* there is an Australian market for HSS, supplied by Australian producers,
and by importers which generally supply HSS distributors and (less
commonly) end-users. ’

3 In terms of 5.2697T(4)

HSS China, Korea, Malaysia, Taiwan ana Thailand 13
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[6. COUNTERVAILING ASSESSMENT |

6.1  Preliminary findings

Customs and Border Protection has made a preliminary finding that
countervailable subsidies have been received in respect of HSS exported to
Australia from China by ali exporters other than Huludao and Qingdao Xiangxing
during the investigation period.

Details of this finding are contained below, as weil as in Chapter 7 and
Appendix C of SEF177.

6.2 Categorisation of exporters

In SEF177, Customs and Border Protection categorised the following six Chinese
CHSS exponters as ‘selected cooperating exporters’ for the purposes of its
investigation, and calculated individual subsidy margins for each:

Dalian Steelforce Hi-Tech Co., Ltd (Dalian. Steelforce)

Huludao

Hengshui Jinghua Steel Pipe Co., Ltd (Hengshul Jinghua)

Zhejiang Kingland Pipeline and Technologies Co., Ltd (Zhejiang Kingland)
Qingdao Xiangxing
Jiedong Economic Development Testmg Zone Tai Feng Qiao Metal
Products Co., Ltd (TFO) : s

/
NN

All other HSS exporters fr\om tha were i:pn5|dered to be selected non-

cooperating exporters, ang. a\\collectlve ‘all other exporter’ margin was calculated
for these exporters. - N \\\ N
NN

This approach has nqt chang;d\ snnce SEF177.
\\ NV

6.3 Summer o\cbuntervallable programs

After/assesév\ng all rblevan/ information available, Customs and Border Protection
has. prehmman’lyfound that countervailable subsidies have been received in
respec\f}dSS exported to Australia from China, under 28 subsidy programs.

The hndm&bn relation each investigated program are outlined in the below table.

HSS China. Korea, Malaysia. Taiwan and Thailland 14
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Countervailable in
Program relation to HSS
{Yes/No)
Program 1: Preterential Tax Policies for Enterprises with Foreign
Investment Established in the Coastal Economic Open Areas and Yes
Economic and Technological Development Zones
Program 2: One-time Awards to Enterprises Whose Products
Qualify for ‘Well-Known Trademarks of China' and ‘Famous Yes
Brands of China’
Program 3: Provincial Scientific Development Plan Fund No
Program 4: Export Brand Development Fund No
Program 5: Matching Funds for International Market Yes
Development for Small and Medium Enterprises
Program 6: Superstar Enterprise Grant Yes
Program 7: Research & Development (R&D) Assistance Grant Yes
Program 8: Patent Award of Guangdong Province Yes
Program 9: Training Program for Rural Surplus Labour Force No
Transter Employment
Program 10: Preferential Tax Policies for Foreign Invested
Enterprises— Reduced Tax Rate for Productive Foreign Invested Yes
Enterprises scheduled to operate for a period of not less than 10
years L/
Program 11: Preferential Tax Policies for Enterprlses wnh Foreign
Investment Established in Special Economlc Zones (excludmg Yes
Shanghai Pudong area) Ny
Program 12: Preferential Tax Pohcnes forEhterprlses wnth Foreign Yes
Investment Established in Pudong:area ofShanghal
Program 13: Preferential Tax Policies in the Western Regions Yes
Program 14: Tariff and value ac{ded tax (VAT) Exemptions on “Yes
Imported Materials and Equidmetits
Program 15: Innovative Experithental Enferprlse Grant Yes
Program 16: Specvalshp rt Fundkfor Non State-Owned Y
Enterprises (¢ N\ N es
Program 17: \(entb(e,anestmqnt'and of Hi-Tech Industry Yes
Program 18: Geants. @r Engauraging the Establishment of
Headqua\(ters anc&ﬁegwa/{ﬁ‘leadquaners with Foreign Yes
Investmqm
Program-}9: Grant forkey enterprises in equipment
mar?utgct\unng mduﬁry of Zhongshan Yes
Progran\20 Hot rolled steel provided by government at less than Yes
fair market value
Program 21:Water Conservancy Fund Deduction Yes
Program 22: Wuxing District Freight Assistance Yes
Program 23: Huzhou City Public Listing Grant Yes
Program 24: Huzhou City Freight Assistance No
Program 25: Wuxing District Patent Fee Assistance . No
Program 26: Zhejiang Industry New Product or Technology No
Award
Yes (limited to one
. . selected
Program 27: Huzhou City Quality Award cooperating
exporter)
Program 28: Huzhou Industry Enterprise Transformation & Yes
Upgrade Development Fund

HSS China, Korea, Malaysia, Taiwan and Thailand 15
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Program 29: Land Use Tax Deduction Yes
Program 30: Wuxing District Public List Grant Yes
Program 31: Anti-dumping Respondent Assistance Yes
Program 32: Technology Project Assistance Yes
Program 33: City Level Patent Model Enterprise No
Yes (limited to one
ot . selected
Program 34: Balidian Town Public Listing Award cooperating
exporer)
Program 35: Preferential Tax Policies for High and New Yes !

Technology Enterprises

6.4 Program-specific findings

The specific preliminary findings in relation to all programs except Program 20 .
(discussed below) have not altered since SEF177. Detailéd discussion of these !
findings is contained within Appendix C of SEF177. l

6.5 Program 20 - hot rolled steel provided by government at
less than fair market value '

SEF177 made preliminary findings in relauon to P[ogram 20 that Chinese
exporters of HSS have benefited fro/m 1he\p\urehase of hot:rolled coil (HRC) and
narrow strip from Chinese state- mvested ente(pnses (SIEs) at less than adequate
remuneration. N A N
K o . \ /

This involved a preliminary flndlng that SIEs are ‘public bodies’ in terms of 5.269T
of the Act, aswell as a p ellrhqkary finding that the adequacy of remuneration for
HRC and narrow strip purchasedfrom SIEs by HSS manufacturers should be
determined as: NN

\ N\,

* an exter al lﬂack HRC beq hmark of average verified Korean, Malaysian

and T3 |wanes’ Hﬁc prices: and
. extemal p 5\}mzed HRC benchmark of average Taiwanese and

Korean pre- aw ed HRC prices

<

ad]us ed m lme With )he following (where appropriate):
/
. the\\ge\riﬁed difference between HRC and/or narrow strip in China to arrive
at a benchmark for narrow strip; and
» the verified per tonne HRC and narrow strip delivery cost in China to arrive
at an ex-works benchmark price.

These preliminary findings were detailed in Appendix C of SEF177.

HYS China, Korea Malaysia, Yaiwan and Thailand 16
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6.5.1 Public bodies

In response to SEF177, the Government of China (GOC) has submitted® that SIEs
involved in the supply of HRC and narrow strip in China are not ‘public bodies’ for
the purposes of s.269T of the Act.

Customs and Border Protection has reviewed the GOC's position in relation to this
point, but continues to preliminarily consider, based on the assessment contained
in Appendix C of the SEF, that these SIEs are in fact public bodies within the
meaning of s.269T.

6.5.2 Adequate remuneration for HRC and narrow strip

In response to SEF177, interested parties made various submissions as to the
calculation and reasonableness of the remuneration benchmark. These included
submissions that:

* ‘there is no legal right to use an external benchmark (based on data out of
Chinese markets) under WTO or Austral»an law, either at all or in the
circumstances of this case' >

¢ the Taiwanese dala should not be used in.the benchmark asitis
unreasonable due to the fact that: HRC is supplled to the Taiwanese
exporter by a related party;$ ,

¢ the external benchmark needs to- be ad]usted to take account of the
comparative advantages of the: Chmese RC-and narrow strip markets;’

s several other benchmark optlons Qre more appropriate, including:

Taiwanese.@xport prices; N
ATM's gwn HBC purchases from BlueScope Steel (net of all
rebates), .\ o
- ATM s.0wn pgrc asesof imported HRC net of all rebates and
.- other dlscounts,
the\iowes und Jmped HRC cost available:

s the bla k ben\‘,hmqu Is too high, and the relativity between the black and
pre\galv ised: enc mark is too small;® and

.. the benchm\Qr\k is n t representative of an actual competitive market price,

\«\or\a prkce that could be accessed by Chinese HSS manufacturers.'®

In light" e(these submnssnons and following further analysis undertaken in relation
to the bencbmark Customs and Border Protection has altered its approach to the
benchmark taken in SEF177 to preliminarily find it should be calculated as the
weighted average of verified domestic black HRC costs incurred by verified

¢ Government of China submission of 16 May 2012
5 Government of China submission of 16 May 2012
6 ATM submission of 14 May 2012

7 various interested parties, including in the Huludao submission of 14 May 2012 and Dalian Steelforce Hi-
tech Co. Ltd (Dalian Steelforce) submission of 1 May 2012,

8 various interested parties, including the Australian Steel Association (ASA) submission of 14 May 2012
and Huludao submission of 14 May 2012.

9 palian Steelforce submission of 1 May 2012.

10 various interested partics, including the Huludao submission of 14 May 2012.
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selected cooperating HSS exporters from Korea, Malaysia and Taiwan, at
comparable terms of trade and conditions of purchase to those observed in China,
adjusted to account for:

¢ the increased purchase price of pre-galvanised HRC over black HRC, with
reference to the quarterly average purchase price difference between the
Steel Business Briefing (SBB) China domestic Shanghai HRC price and the
China domestic Shanghai pre-galvanised HRC price!";

 differences in delivery terms observed in China (ex-works, delivered); and

+ the reduced cost of narrow strip in China.

This results in the following 8 categories of benchmark, to be used as appropriate
in determining the adequacy of remuneration for HRC and/or narrow strip paid by
HSS exporters:

Benchmark Basis of.calculation .-
Weighted averagé of venﬂed domestic black
Black HRC delivered HRC cost used in HS§ manuiacture of

Korean Malaysnan and Taiwanese exporters,
delivéry included.

Black HRC deliveted benchmark above,
Black HRC ex-works “minus venhed quanerly average delivery
{‘costs from-one cooneraunq Chinese exporter
[Btack HRC dalivéred benchmark above,

. \mmus the quarterly verified average

N
‘.

Black narrow strip delivered . ‘ditfer tween HRC and narrow strip
\\/ pE@hase prices by the cooperating Chinese
\exporters

ack narrow strip delivered benchmark
above, minus verified quarterly average

AN
Black narrow strip sx-works « | detivery costs from one cooperating Chinese

o3 ARSI exporter.
= }\ " | Black HRC delivered benchmark above, plus
Pre—galvaniseq HRC delivere purchase price for galvanising differential
AN AN {based on SBB Shanghai data).

\ \ A \//‘ - \\\

. Pre-galvanised HRC delivered benchmark
~Pre galvamsed Hij»works
\ \ N

above, minus verified quarterly average
delivery cost from one cooperating Chinese

RN exporter.

NN " , Pre-galvanised HRC delivered benchmark
N, NVZ N above, minus the quarterly verified average
Pra galvamsed narrow strip delivered difference between HRC and narrow strip

purchase prices by the cooperating Chinese
\\ exporters.

Pre-galvanised narrow strip delivered
benchmark above, minus verified quarterly
average delivery costs from one cocperating
Chinese exporter.

pre-gaivanised narrow strip ex-works

This benchmark has been applied to purchases of HRC and narrow strip
manufactured by SIEs during the investigation period, to arrive at an amount of
total benefit under this program for each selected cooperating exporter
individuaily. The amount of subsidy for selected non-cooperating exporters was

11 Reported by SBB as VAT-inclusive, but VAT removed for the purposes of establishing the benchmark.
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calculated with reference to the highest individual subsidy rate of the six selected
exporters (in the absence of other reliable information).

6.6 Preliminary subsidy margins
Customs and Border Protection has calculated the following subsidy margins for

each selected cooperating exporter individually and for selected non-cooperating
exporters collectively:

Product
Exporter subsidy

margins
Dalian Steelforce Hi-Tech 11.1%
Co. Ltd e
Hengshui Jinghua Steel
Pipe Co., Ltd 4.6% -
Huludao City Steel Pipe L
Industrial Co., Ltd Negligible
Qingdao Xiangxing Steel L
Pipe Co., Ltd __Negligible
Zhejiang Kingland Pipeline |- 2 2;/
& Technologies Co. Lid< L oo
Jiedong Economic . "ol T T Y
Development Testing Zone |, . 7.9%
Tai Feng Qiao Metak./ ~ |\ 75"
Products o Ltd &
Selected Ran-cooperating:, o
exporters '\ ’ 54.8%

o NN S
The calculation of sub‘s\idy n\1\ar\gin\s for.each selected cooperating and selected
non-cooperating exporter-is at Confidential Attachment 1.
\URS ~

RN VIR . .
S.269TDA(2)\(gqu\t}gs'th Cusléms and Border Protection must terminate a
countervailing in estl@gt\ign/‘in relation to an exporter if countervailable
subgidisatidn for ﬂw\a\t‘exponer is determined to be negligible.

NS »
In rela(iqn)-t\o goods exported from China (a developing country), countervailable
subsidi\stlg)n is negligible if, when expressed as a percentage of the export price
of the goo g,)that subsidisation is not more than 2%. :

Customs and Border Protection notes that for goods exported by Huludao and
Qingdao Xiangxing during the investigation period, the subsidy margin is
negligible.

Customs and Border Protection will therefore terminate the countervailing
investigation in so far as it relates to Huludao and Qingdao Xiangxing on

6 June 2012. Public notification of this termination will be made in The Australian
newspaper on that date.

HSS China_Korea, Malaysia, Taiwon and Thailand 13
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(7. INJURY ANALYSIS

Details of Customs and Border Protection’s preliminary findings regarding the
injury to the Australian industry are contained within SEF177 at Chapter 8.

In summary, based on an analysis of the information obtained from ATM and
Orrcon, Customs and Border Protection is of the preliminary view that the
Australian industry has experienced injury in the form of:

* price suppression;

¢ price depression;

¢ decreased sales volume; and

¢ lost profit and profitability.

As explained in SEF177, in the case of concurrent dumping and subsidisation,
where it is established that the exported goods are both dumped and subsidised,
there is no need to quantify separately how much of the'i injury being sufféred is
the result of dumping or subsidisation.

HSS China. Kerea, Malaysia. Taiwan and Thailand 0
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8. CAUSATION ASSESSMENT

In SEF177, Customs and Border Protection made a preliminary finding that the
dumping and subsidisation of the goods exported from China, Korea, Malaysia,
and Taiwan has caused material injury to the Australian HSS industry.

Details of this assessment are contained in Chapter 9 of SEF177.

Customs and Border Protection has not altered its position on these matters since
releasing SEF177 on 23 April 2012, and affirms them in this PAD report.
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[9. NON-INJURIOUS PRICE ASSESSMENT ]

In SEF177, Customs and Border Protection made preliminary findings in relation
to the unsuppressed selling price (USP) and NIP it proposed to recommend to the
Minister be used in setting interim dumping and countervailing duties as a result of
this investigation.

Details of this assessment are contained in Chapter 11 of SEF177, but in
summary, a the NIP for the purposes of SEF177 was preliminarily determined to
be derived from:

e a USP for each finish of HSS based on the ATM's costs to make and sell
from the investigation period plus an amount of profit based on ATM's
results for the period January to September 2008; then

¢ deductions made for amounts for overseas freight, insurance, into store
costs, importer expenses and profit, based on verified impaorter information.

Customs and Border Protection has received and considered’ several submissions
in response to SEF177 that relate to the caiculation of a NIP. These included
submissions that:

s the overseas freight component of post exponanon ‘costs should be specific
to each country to arrive at separate NIPs
* in establishing the USP, CustQms‘and Border Protection should consider
prices in relation to HSS that w .
- deemed nof to be dump{d in thvs mvestlganon
- |mported by the applicant; 3y
- mportedj\rom countries not subject to this investigation; or
from Austrahan HSS manutacturers “who have not supported the
ap hcgtlon
e ifa cons{ructqq UQKP was used the HRC cost should be the lesser of a
rangeof sb\ecnli d-H éoist options; the cost to make and sell should be
based\o ost%ffncxl Australian manufacturer; and profit should be
ba ed on the a rage Australian HSS industry profitability two years either

S@g the :f}S 09 financial year;'

OQCust\om and Border Protection should consider basing NIPs on ATM's
ir\npprts from-Vietnam, or imports from suppliers found not to be dumping;15

. an\éTM domesncéprlce premium’ needs to be taken into consideration in
calcu}gtmg aNip;

¢ the SEF177 calculation of NIP used profit numbers from a period of
unprecedented profit in the Australian market;'” and

* NIP calcuiations should take account of:

12 ATM submission of 14 May 2012, p. 7-8

13 ASA submission of 14 May 2012. p. 4

14 ASA submission of 14 May 2012, p. 5

15 Sanwa Pty Ltd submission of 9 May 2012.

16 Howard Consulting submission of 14 May 2012, p. 3
17 Orrcon submission of 14 May 2012, p. 7
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PAw M LT PLBLLIC RECCRD Ll U

- the necessity for the Australian industry to compete with the
lowest priced undumped HSS import competition;

- the benefit of the subsidies paid to Bluescope Steel (as ATM's
HRC supplier) and to ATM; and

- any HRC import parity pricing policy in place between Bluescope
Steel and ATM.'8

After reviewing these submissions, as well as all relevant information, Customs
and Border Protection prefiminarily determines that a NIP should be calculated:

« constructing USPs (calculated separately by finish) based upon the verified
CTMS data for ATM in the investigation period plus an amount of profit,
based on the weighted average profit rate (measured as a mark-up on full
CTMS) of the ATM and Orrcon results for the first nine months of 2008;
then

+ making deductions for amounts for overseas freight, instrance, into store
costs, importer expenses and profit, based on verified-importer information
(based on averages regardless of country of origin).

18 palian Steelforce submission of 15 May 2012
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| 10. REASONS FOR MAKING A PAD B

Customs and Border Protection is of the preliminary view that:

« the goods the subject of the application, exported to Australia from China
have benefited from countervailable subsidies;

« there is an Australian industry producing like goods that is experiencing
material injury; and

¢ the dumped and subsidised goods are causing material injury to the
Australian HSS industry.

Customs and Border Protection has calculated NIPs and found them to be above
Chinese weighted average export prices in all cases. This analysis supports the
conclusion that dumped HSS exported to Australia from China, Korea, Malaysia
and Taiwan, and subsidised HSS exported to Australia from China, have caused
material injury to the Australian industry.

Consequently, the CEQ is satisfied there appear to be sufficiént grounds for the
publication of a countervailing duty notice in respect of the goods the subject of
the application exported from certain exporters from Chlna The Delegate of the
CEO has therefore made a preliminary atfrmatlve determmatuon under s.269TD of
the Act to that effect. S

In making his PAD, the Delegate of the CEO hés hatjwegard to the matters
outlined in SEF177, and to the matters\re,;sed in ¥'sUbmissions made following the
SEF177 (wit limited regard had'to submlsions ‘eceived after 1 June 2012, as the
CEO considers that consﬂerétlon of those*sybmissions would likely delay the
timely provision of the fmabr{po\(t t the Mmlster‘9 and the making of a PAD).

Additionally, the Dele\ate of th&CEO has also had regard to other refevant
information anq/datgsubmmed b?Jnterested parties to the investigation and
gathered by.Customs a and’ ﬁ\r Protection during its investigation (where
appropriate),including: \

BN N/

> y\en}Qd data¥ubm1tted in response to the Importer Questionnaire by

BN\ several jmporters of HSS:

. \venﬂed data-submitted by Chinese exporters of HSS in response to the
Exporter Questionnaire;

+ infor hation submitted by the Government of China in its response to the
Government Questionnaire, Supplementary Government Questionnaire,
Second Supplementary Government Questionnaire and its submission
made on 16 May 2012; and

* data submitted by Australian industry members.

19 pue on or by 7 June 2012.

HSS (hina, Koria, Malaysia Taiwan and Thailand 24




—

Public

- el e 36
[11. PROVISIONAL MEASURES ]

S.269TD(4)(b) of the Act states that if the CEO 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 of 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.

Following the making of PAD177, provisional measures are currently in place in
respect of any interim dumping duty that may become payable in respect of HSS
exported to Australia from China, Korea, Malaysia and Taiwan.

Having regard to the quantum of the dumping securities cufrently in'place; the due
date for Customs and Border Protection's final report to the Minister in this
investigation, and the operation of the collection and later convérsion of securities
system, Customs and Border Protection has decided to not require and collect
countervailing securities at this time.

However, if the Delegate of the CEO becon'/ves satlsfled at a later date that
countervailing securities should be collec\ed in order to prevent material injury
occurring while the investigation contmues Cu§toms and Border Protection may
require and take such countervallmgsecunlles in th9 future. Any such imposition
of countervailing securities will be sub;ect to publtc notification.
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