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| Certain Hollow Structural Sections

Exported from the People’s Republic of China (China), the
Republic of Korea (Korea), Malaysia and Talwan

Findings in relation to a dumping investigation
Notice under section 200TG (1) and (2) of the Customs Act 1901

The Australlan Customs and Border Protection Service (Customs and Border Protection) has
completed its investigations into the alleged dumping of certaln hollow structural sections (the
goods), classified to tariff subheadings 7308.30.00 (statistical codes 31, 32, 33, 34, 35, 36 and
37), 7308.61.00 (etatistical codes 21, 22 and 25) and 7308.69.00 (statistical code 10) in
Schedule 3 of the Custons Tarif Act 1995.

in International Trade Remedies Report No. 177 (REP 177) Customs and Border Protection
recommended the publication of a dumping duty notice in respect of the goods exported to
Ausiralia from Ohina, Korea, Malaysia and Taiwan. RC™ 177 outlines the investigations carried
out by Customs and Border Protection, 8 statement of the reasons for the recommendations
containad in REP 177, material findings of fact or law on which Customs and Border
Protection's recommendations were based, and perticulars of the evidenoe relled on to support
the findinga.

On 6 June 2012, Customs and Border Protection terminated its investigation into the gooda
exported from Thaland (Termination Report No. 177 sets out the reasons for this termination).

Particulars of the dumping margins established for exporters and an axplanation of the methods
used to compare export prices and normal values to establish each dumping margin are set out
in tha following table:

China

Datlan Steelforce 13.4% Woeightad average axport prices were compared with
Hi-Tech Co. Ltd . weaighted average cormesponding normeal values over

the investigation period In terms of 88.260TACB(2)(a)
Hengshul Jinghua :
Stee! Pipe Co., Ltd 23.7% of the Customs Act 1901,

Huludao City Steel
Pipe industrial Co., 10.1%
Ltd

Qingdao Xiangxing 18.0%
Steel Plpe Co., Ltd
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Zhejlang Kingland
Pipeline &
Technologies Co. Ltd 10.2%

Jiedong Economic
Development Testing
Zone Tal Feng Qlao 32.0%
Metal Products Co.,

Ltd.
Selacted non-

conperating 57.1%
axporiers

‘Kama

Kukje Sieel Co., Ltd 3% Weighted average export prices were compared with
Selected Nom- weighted average commesponding normal values over
cooperating 8.9% the investigation period in terms of ss. 268TACB(2)a)

Malaysia
Alpine Pipe
Manufacturing SDN 3.0% Weighted average expont prices were compared with
BHD weighted average comesponding normal values over
Selected non- the Investigation period In terms of as. 269TACB(2)(a)
cooperating - 20.0% of tha Custorns Act 1901,
______exporters
Talwan
Shin Yanlg.:hel Co., 2.8% _
Ta Fong Steel Co., Weighted average export prices were compared with
Lid 2.4% weighted average corresponding normal values over
the investigation perlod in terms of s8.260TACB(2)a)
Selected non of the Custorns Act 1801,
cooperating 5.3%
exporters

1, JASON CLARE, Minister for Horme Affairs, have considered, and accepted, the
recommendations of Customs and Border Protection, the reasons for the recommendations, the
material findings of fact on which the recommendations are based and the evidence relied on to
support those findings in REP 177. | am satlsfied, as to the goods that have been exported to
Australia, that the amount of the export price of the goods is less than the normal value of those
goods and because of that, material injury to the Australian industry producing like goods might
have been caused if the security had not been taken. Therefore under 5.269TG(1) of the
Customs Act 1901 (the Act), | DECLARE that 8.8 of the Customs Tariff (Anti-Dumping) Act 1875
(the Dumping Duty Act) applles to:

¢ the goods; and

« like goods that were exported to Australia after 23 December 2011 (when the Chief
Executive Officer of Customs and Border Protection made a Preliminary Affirmative
Determination under 8.269TD{4)(a) of the Act that there appeared to be sufficient
groulol;ds for the publication of a dumping duty notice) but before publication of thia
not

| am slso satisfied that the amount of the export price of like goods that have already been -
exported to Australia Is less than the amount of the normal value of those goods, and the
amount of the export price of like goods that may be exportad to Australia In the future may be
less than the normal value of the goods and because of that, material injury to the Australian
industry producing like goods has been caused, ts being caused, or maybe caused in the future.
Therefore under 38.269TG(2) of the Act, | DECLARE that 8.8 of the Dumping Duty Act applies
to like goods that are exported to Australia after the date of publication of this notice.
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This declaration applies in relation to all exporters of the goods and like goods from China,
Korea, Malaysia and Talwan.

The considerations relevant to my determination of material injury to the Australian industry
causad by dumping are the size of the dumping margins, the effect of dumped imports on prices
in the Australian market in the form of price undercutting and the consequent impact on the
Australian industry including price depression, price suppression and reduced profits and
profitability. in making my determination, | have considered whether any injury to the Australian
industry is being caused or threatened by a factor other than the exportation of dumped goods,
and have not attributed injury caused by other factors to the exportation of those dumped
goods.

Interested parties may seek a review of this decision by lodging an application with the Trade
Measures Review Officer, in accordance with the requirements in Division 8 of Part XVB of the
Act, within 30 days of the publication of this notice.

Particulars of the export prices, non-injurious prices, and normal values of the goods (as
aacertained in the confidential tables to this notice) will not be published in this notice as they
may reveal confidential information.

Enqguiries conceming this notice may be directed to the case manager on talephone number
(02) 8275 6173, fax number (02) 6275 8990 or email itrope3@customs.gov.auv.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 4
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Certain Mollow Structural Sections
exported from |

the People's Republic of China (China)

Findings In relation to a subsidisation Investigation
Notice under section 269T X2) of the Customs Act 19801

The Australian Customs and Border Protection Service (Customs and Border Protection) has
completed [ts irvestigation into the subsidisation of cartain hollow structursl sactions (the
goods), classified to tariff subheading subheadings 7306.30.00 (statisticel codes 31, 32, 33, 34,
35, 36 and 37), 7306.61.00 (stetistical codes 21, 22 and 25) and 7306.69.00 (statistical code
10) in Schedule 3 of the Custorns Teriilf Act 1995, exparted to Australla from the People's
Republic of China {China}.

In Intemational Trade Remedies Repart No. 177 (REP 177) Customs and Border Protection
recommended the publication of a countervailing duty notice in respect of the goods. REP 177
cutiines the investigations carried out by Customs and Border Protection, 8 statemeant of the
reasons for the recommendations contained in REP 177, material findings of fact or law on
which Customs and Border Protection's recommendations ware based, and particutars of the
evidencs relied on to support the findings.

On 8 June 2012, Customs and Border Protection terminated its subsidy investigation with
respect to two Chinese exporters Huludao City Stesl Pipe Industrial Co., Ltd (Huludao) and
Qingdeo Xlangxing Steel Pipe Co., Ltd. {Qingdao Xiangxing) (Termination Report No, 177 sets
out the reasons for this armination).

Particulars of the subsidy programs and level of subsidisation established for exporters are set
out in the following table:

Dalian Steelforce Hi-Tech Co., Lid. 5 & 20 o 11.1%

Hengshul Jinghua Steel Pipe Co., 20 4.6%
Ld ‘
Zhejiang Kingland Pipsline & 19, 20, 21, 22, 23, 24, 27, 28, 29, 30, 31, 2.2%
Technologies Co. Ltd 32 34835
Jiedong Economic Development
Tasting Zons Tal Feng Qiao Metal 20 7.9%
Products Co., Lid

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 5
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1.2,5,6,7,8 10, 11, 12, 13,14, 15, 16,
Selected non-cooperating 17, 18, 19, 20, 21,22, 23, 28, 29, 30, 31, 54.8%
exporters 32 8 35

* The names and detalls of each of the above countervaliabla subaldy programs are contained within
REP 177.

I, JASON CLARE, Minister for Home Affairs, have considered, and accepted, the
recommendations of Customs and Border Protection, the reasons for the recommandations
and the materlal findings of fact on which the recommendations are based.

| am satisfied that a countervailable subsidy has been recaived in respect of the goods that
have already been exported to Australia; and that a countervailable subsidy may be received in
respect of like goods that may be exported to Australia in the future; and because of that,
material injury to the Austratien industry producing like goods has been caused, is being
caused, or maybe caused in the future. Therefore under 3.288TJ(2) of the Act, | DECLARE that
.10 of the Dumping Duty Act applies to like goods that are exported to Australla after the date
of publication of this notice.

This declaration applies in relation to all exporiers of the goods and like goods from China to
Australia {other than Huludao and Qingdao Xiangxing).

The considerations relevant to my determination of material injury to the Australian industry
caused by subsidisation are the size of the subsidy margins, the effect of subeidised Imports on
prices in the Australlan market in the form of price undercutting and the consequent impact on
the Australlan industry including price depression, price suppression and reduced profits and
profitability. In making my detsrmination, | have considered whethar any injury to the Ausiralian
industry ls being caused or threetened by a factor other than the exportation of subsidised
goods, and have not attributed injury caused by other factors to the exportation of those
aubsidised goods.

Interested parties may seek a raview of this decision by lodging an application with the Trade
Measures Review Officer, in accordance with the requirements in Division @ of Part XVB of the
Act, within 30 days of the publication of this notice.

Partioulars of the non-injurious prices of the goods (as ascertained in the confidential 1ables to
this notice) will not be published as they may reveal confidential information.

Enquiries conceming this notice may be directed to the case manager on telephone number
{02) 8276 €173, fax numbear (02) 6275 699_0 or emall itrope3@customa.gov.au.

day j—g . 2012.

for Homa Affalrs
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| Australian Customs Dumping Notice

, _the Ant:-Dumpmg Agfjeemen(
777 Alplne Plpe Manufacturing Sdn Bhd
Australian Steel Association

OneSteel Australian Tube Milis PtyLtd

" Australian indUStry
' CEO

the Australian industry producing HSS

| and Border Protection Service

Chief Executive Officer of the Australian Customs

CFR | cost and freight

China ' People’ s Republic of China

CON177 Customs and Border Protection Cons.'
Report No. 177 (the considergtion report
investigation)

CRC cold-rolled coil

cTMs cost to make and sel

Customs and Border
Protection

the Australian __: _; '.
Service

Dae Myung

Dalian Steelforce

DIT

gENt of Intemal Tra 2 (Thailand)

Dumping Duty Act

DXP

Tariff (Asgli Dump:ng) Act 1975

ETDZ

FIE

ovemment of China

Govemment of Thailand

Govemment Questionnaire (China)

| hot-dipped galvanised

Hengshui Jinghua Steel Pipe Co., Ltd

Hot-rolled stesl (used in various context to mean
HRC and narrow strip collectively; or hot-rolled coil
and other types of hot-rolled steel).

certain hollow structural sections

Huludao Huludao City Steel Pipe Industrial Co., Lid
IPP import parity price B )
™ Independent Tube Mills Pty Ltd
" Jinbang | Jinbang Steel Korea Co., Ltd
Korea the Republlc of Korea
T TRikie Sl Co. Ltd e _
WEBs T mimiaurn export prces T
- Minlstér“  |the Minister for Home Affairs
{ NIP - Wnon |njur|ous pnce )
REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 10
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INSP i the GOC's National Steel Pohcy S
. Orrcon "1 Omrcon Operatuons Pty Ltd R
‘OneStesl Oil & Gas |"OneSteel Oil & Gas Pipe, a division of OneStesl
| Trading Pty Ltd _
Pacific Pacific Pipe Public Co. Ltd
- PAD ) preliminary affirmative determination
PAD177 Customs and Border Protection Preliminary
| Affirmative Determination No 177 _
PAD177A Customs and Border Protection Preliminary
! - ' Affirmative Determination No 177A f
Qingdao Xiangxing | Qingdao Xiangxing Steel Pipe Co., Ltd
REP148 Customs and Border Protection Report
| (aluminium extrusions from China) 4@
REP177 Customs and Border Protection Repd
, Minister No 177 (this report)
' Saha Saha Thai Steel Pipe Public
Samchai Samchai Steel Industries
SBB Steel Business Briefingg
SEF Statement of Essepif¥
SEF177 Customs and Bori§
Essential Facts No
| SEZ
sSGQ
Shandong Fubo
Shin Yang
SIE
SOE
Southern Steel rn Steel Pipe Sdn Bhd
| 8SGQ econd Supplementary Government Questionnaire
(China) e e e
Steelpia Co., Ltd
Customs Tariff Act 1995
Customs and Border Protection Termination of Part

of an Investigation Report No177

Thai Government Questionnaire

the Kingdom of Thailand

Customs Act 1901

"the countries under
consideration

"imChina, Korea, Malaysia, Taiwan and Thailand

the goods

. the goods the subject of the applloatnon ( H S S ):

the Regulations

Tianjin Jinshengde

"'the Customs Regulations 1926

i Tlanjln Jinshengde Stee! Tube Product Co., Ltd

"USP . unsuppressed selling price

‘wto World Trade Organisaton
Yieh Phui T T Yieh Phui Enterprise Co Ltd .
Yulchon  Yulchon Co., Ltd

 Zhejiang Kingland | Zhejiang Kingland Pipeline and Technologies Co.,

REP177: HSS

China, Korea, Malaysia, Taiwan and Thailand
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‘ g
Z'ibo—_F—ubo " l'Zi'boFubo Steel Pipes Factor!_ J
‘Zibolitong ] Zibo Litong Steel Pipe Co., Ltd

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 12
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This investigation is in response to an application by OneSteel Australian
Tube Mills Pty Ltd (ATM) in relation to the allegation that dumping of certain
hollow structural sections (HSS) exported to Australia from the People's
Republic of China (China), the Republic of Korea (Korea), Malaysia, Taiwan,
and the Kingdom of Thailand (Thailand), and subsidisation of HSS exported
to Australia from China, caused material injury to the Australian industry that
produces like goods.

This report (REP177) sets out the Chief Executive Officer (CEO) ofg?
Australian Customs and Border Protection Service's (Customs g

Protection) recommendations to the Minister for Home Affairs
relation to the investigation.

1.1. Recommendation
The CEQ recommends to the Minister that:

* adumping duty notice be published

Australia from China by all exgifte¥
Plpe Industrial Co., Ltd (Hul {_:j

If the Minister accepts this reco
Minister must sign the
269TG(2), 269TJ(1) an
s.8 and 10 of the

Customs Act 1901 (the Act), and
 Dumping) Act 1975 (the Dumping Duty

The CEO’s powers under this Division have been delegated to certain officers
of Customs and Border Protection.

1.2.2. Application

On 12 August 2011, ATM lodged an application requesting that the Minister
publish a dumping duty notice in respect of HSS exported to Australia from

1 A reference to a division, section or subsection in this report is a reference to a provision of the
Customs Act 1901, unless otherwise specified.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 13
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China, Korea, Malaysia, Taiwan and Thailand, and a countervailing duty
notice in respect of HSS exported to Australia from China.

The CEO was satisfied that the application was made in the prescribed
manner by a person entitled to make the application.?

1.2.3. Initiation of investigation

After examining the application, the delegate of the CEQ was satisfied that:

. there is an Australian industry in respect of like goods; and
. there appears to be reasonable grounds for the publication of g
duty notice and a countervailing duty notice in respect of gg
subject of the application, or for the publication of such nofig
importation into Australia of such goods.?

On 23 December 2011, the CEQ was satisfied tlgthere were sufficient

_____ W0 respect of HSS
exported to Australia from China, Kg#¥d,"Malaysia an®¥Taiwan, and made a
preliminary affirmative determinatiqlf (PAD)® tg,that effect (PAD177).

gttion decided to require and

; ing duty that may become
orea, Malaysia and Taiwan that were
er 10 January 2012,

payable in respect of
entered into home cons

iling duty notice in respect of HSS exported to
porters except Huludao and Qingdao Xiangxing,

d and taken by Customs and Border Protection at a later date if
Mered necessary.

Further detail of these PADs are contained in Chapter 2 of this report.

2 5.269TB

3 5.260TC(1)
4 5.2697C(4)
5 5.269TD
6542

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 14
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1.2.5. Statement of essential facts

On 23 April 2012, Customs and Border Protection placed its Statement of
Essential Facts No 177 (SEF177) on the Public Record, on which the CEQ
proposed to base his recommendation to the Minister concerning the
publication of a dumping duty notice and a countervailing duty notice in this
investigation.

Interested parties were invited to lodge responses to SEF177 by no later than
14 May 2012. Non-confidential versions of all submissions received are
available on the Public Record for this investigation.

Further details of SEF177 are contained in Section 2.4 of this regff
1.2.6. Report 177 h

The Minister granted an to the date by which %}
Public Record, and this subsequently extended
provision of this report to the Mlnlster ......

enod of time for

This report was completed on 7

1.2.7. Termination 177

d Qingdao Xiangxing during the
igible; and

Investi@ation Report No 177 (TER177), which was published on 6 June 2012
and is available on the Public Record.
1.3. Final findings and conclusions

Customs and Border Protection has made the following findings and
conclusions based on all available relevant information.

7 If the date by which the SEF must be placed on the Public Record is extended, this extends the date
by which the final report is due to the Minster by a corresponding period — s269TC(4)(bf).

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 15




| Public |
| File 259 I

1.3.1. Australian industry (Chapter 4 of this report)

Customs and Border Protection has found:

¢ there is an Australian industry producing like goods; and
» there were four Australian producers of HSS in the investigation
period.

1.3.2. Dumping investigation (Chapter 6 of this report)

HSS exported to Australia from China, Korea, Malaysia and Taiwan during

Customs and Border Protection has found that some HSS export®&
Australia from Thailand during the investigation period wg
volume of dumped goods was negligible. Customs a
terminated the dumping investigation insofar as it y |
Section 1.2.7 above). V4

A goduct dumping
Exporter ® margins
China
Dalian Steslforce Hi-Tech 0. 13.4%
L 23.7%
10.1%
18.0%
10.2%
32.0%
57.1%
3.2%
8.9%
P pine Pipe Manufacturing Sdn Bhd 3.0%
elected non-cooperating exporters 20.0%
jwan
Shin Yang Steel Co., Ltd 2.8%
Ta Fong Steel Co., Ltd 2.4%
Selected non-cooperating exporters 5.3%

1.3.3. Subsidy investigation (Chapter 7 of this report)
Following its investigation into 35 alleged subsidy programs, Customs and

Border Protection has found that the following 28 programs are
countervailable subsidies:

e Program 1. Preferential Tax Policies for Enterprises with Foreign

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 16
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Investment Established in the Coastal Economic Open Areas and
Economic and Technological Development Zones

e Program 2: One-time Awards to Enterprises Whose Products Qualify
for ‘Well-Known Trademarks of China’ and ‘Famous Brands of China’

s Program 5: Matching Funds for International Market Development for

Small and Medium Enterprises

Program 6: Superstar Enterprise Grant

Program 7: Research & Development (R&D) Assistance Grant

Program 8: Patent Award of Guangdong Province

Program 10: Preferential Tax Policies for Foreign Invested

Enterprises— Reduced Tax Rate for Productive Foreign Invested

Enterprises scheduled to operate for a period of not less than 10 years

o Program 11: Preferential Tax Policies for Enterprises with Foreign
Investment Established in Special Economic Zones (excluding
Shanghai Pudong area)

e Program 12: Preferential Tax Policies for Enterprises with Foreign
Investment Established in Pudong area of Shanghai

e Program 13: Preferential Tax Policies in the Western Regions

e Program 14: Tariff and value-added tax (VAT) Exemptions on Imported

Materials and Equipments

Program 15: Innovative Experimental Enterprise Grant

Program 16: Special Support Fund for Non State-Owned Enterprises

Program 17: Venture Investment Fund of Hi-Tech Industry

Program 18: Grants for Encouraging the Establishment of

Headquarters and Regional Headquarters with Foreign Investment.

¢ Program 19: Grant for key enterprises in equipment manufacturing
industry of Zhongshan

¢ Program 20: Hot rolled steel provided by government at less than

adequate remuneration

Program 21: Water Conservancy Fund Deduction

Program 22: Wuxing District Freight Assistance

Program 23: Huzhou City Public Listing Grant

Program 27: Huzhou City Quality Award

Program 28: Huzhou Industry Enterprise Transformation & Upgrade

Development Fund

Program 29: Land Use Tax Deduction

Program 30: Wuxing District Public List Grant

Program 31: Anti-dumping Respondent Assistance

Program 32: Technology Project Assistance

Program 34: Balidian Town Public Listing Award

Program 35: Preferential Tax Policies for High and New Technology

Enterprises

RFP177: HSS China, Korea, Malaysia, Taiwan and Thailand 17
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Subsidy margins determined for Chinese exporters are:

Product subsid

Exporter margins y
Dalian Steelforce Hi- Tech Co. Ltd 11.1%
Hengshui Jinghua Steel Pipe Co., Ltd 4.6%
Huludao City Steel Pipe Industrial Co., Ltd Negligible
Qingdao Xiangxing Steel Pipe Co., Ltd Nil
Zhejiang Kingland Pipeline & Technologies Co. Ltd 2.2%
Jiedong Economic Development Testing Zone Tai 7.9%
Feng Qiao Metal Products Co., Ltd )
Selected non-cooperating exporters 5’

Countervailable subsidies that were not negligible were received in respect of
HSS exported from China to Australia in the investigation period by all but two
Chinese exporters. Customs and Border Protection has terminated the
subsidy investigation so far as it relates to the two exporters W|th nit or
negligible subsidy margins (see Section 1.3).

1.3.4. Economic condition of the indust ha Nis report)

During the investigation period, the Australlan in producing like goods
experienced injury in the form of: ;

e price suppression;
s price depression;

¢ decreased sales volume;
¢ lost profit and prgfitability.

: ,-' ' Is r
8 bn has found that dumping and subsidisation
.o o tid _

of this report)

and Border Protection found:

o @exports of HSS from China, Korea, Malaysia and Taiwan in the future
ay be at dumped prices;
» exports of HSS from China in the future may be at subsidised prices;
and
» continued dumping or subsidisation may cause further material injury
to the Australian industry.

1.3.7. Recommendation

Based on these findings, the CEO recommends to the Minister that:

e adumping duty notice be published in respect of HSS exported to

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 18
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Australia by all exporters from China, Korea, Malaysia and Taiwan;
and

¢ a countervailing duty notice be published in respect of HSS exported to
Australia from China by all exporters except Huludao and Qingdao
Xiangxing.

REP177: HSS China, Korea, Malaysia, Taiwan and Thaitand 19
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2.1. Initiation

On 12 August 2011, 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 Australia from China.

Additional information was received from ATM on 26 August 2011.

Following an examination of the application, the delegate of the G0 decided
not to reject the application, and an investigation into the allegq@t i
and subsidisation of HSS exported to Australia from China, Kord

Taiwan and Thailand was initiated on 19 September 2011.

Customs and Border Protection published a notice i
newspaper on the date of initiation, and released 4
contains further details on the investigation. -

Pdumping and
g from 1 July 2010 to

The investigation period, used to determine wholy
subsidisation has occurred, was establlshed as b
30 June 2011. .

Customs and Border Protection halg examined@he Australian market and the
economic condition of the ind 1Y N 1 July §007 for the purposes of injury
analysis. Bl

2.2. Previous ca

Customs and Bo h reviously conducted several
investigations, (& ie nd continuation inquiries) into HSS and
specific sub from various origins.

< /2009 Investigation (No. 144);

#U9 Continuation Inquiry (No. 147); and
WO/2010 Review (No. 153).

A summary of these investigations is in Customs and Border Protection’s
consideration report for this investigation (CON177).
2.3. Preliminary affirmative determination 177

The CEO may, at any time not earlier than 60 days after the date of initiation
of an investigation, make a PAD in respect of goods the subject of an

8 under 5.269TB of the Act
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application.
In order to make a PAD, the CEQO must be satisfied that:

a) there appears to be sufficient grounds for the publication of such a
notice; or :

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

On 23 December 2011, after having regard to the application and
submissions made to the investigation, the CEO was satisfied thajdhi
sufficient grounds for the publication of a dumping duty notice i€
HSS exported to Australia from China, Korea, Malagsia and Tal'Qg
made a preliminary affirmative determination (PAD) to that effect

No PAD was made in relation to goods exported fro
to subsidies at that stage.

reuire and
y become
ia and Taiwan that were

Following this PAD, Customs and Border P
take securities' in respect of any interim dum
payable in respect of HSS from China, Korea, Ma
entered into home consumption on Qpzslr 10 Janu

2.4. Statement of essentidl

On 23 April 2012, Customs an®igord@gProteghon placed SEF177 on the
Public Record, on which the CE S0 base his recommendation to
the Minister concernin of a dumping duty notice and a

14 May 201 Al Versions of all submissions received are

d for this investigation.

2.5. Preliminary affirmative determination 177A

On 5§ June 2012, following the publication of SEF177, and consideration of
submissions received in response to SEF177, the CEO was satisfied that

9 5.260TD
10 5.42
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there were sufficient grounds for the publication of a countervailing duty
notice in respect of HSS exported to Australia from China by all exporters
except Huludao and Qingdao Xiangxing, and made a PAD to that effect
(PAD177A).

Notification was made of this PAD in The Austrafian on 6 June 2012, and
within ACDN 2012/27.

At the time of making PAD177A, having regard to the quantum of the
dumping securities in place for goods entered for home consumption on or
after 10 January 2012 (see above), the due date of its final report to the

to not require and collect countervailing securities to date.

However, if the CEO becomes satisfied at a later date t
securities should be collected in order to prevent matgyi

2.6. Termination177

As discussed above, following publig
submissions received in response §

¢ Huludao, a Chinese ex RLSS, -”"'- received financial
contributions under counteggi WDsidy programs that conferred
benefits to the ring the investigation period, but that
the subsidy rate when measured as a percentage of

jJunder countervailable subsidy programs that
e exported goods during the investigation

to Australia from Thailand by Saha Thai Steel Pipe
(Saha) and Pacific Pipe Public Co. Ltd (Pacific) was not

e remaining volume of HSS exported to Australia from Thailand
during the investigation period that was, or may be dumped, was
egligible.

Under s.269TDA(2), if the CEOQ is satisfied that there has been no or
negligible level of countervailable subsidy received by an exporter, the CEO
must terminate the investigation so far as it relates to the exporter.

Under s.269TDA(1), if the CEO is satisfied that there has been no, or
negligible dumping by an exporter during the investigation period, the CEO
must terminate the investigation so far as it relates to that exporter.

Under s.269TDA(3), if the CEQO is satisfied that the total volume of goods the
subject of the application that have been exported to Australia from a
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particular country of export have been, or may be, dumped is negligible, the
CEO must terminate the investigation so far as it relates to that country.

Consequently, on 5 June 2012, the CEO terminated:

+ the countervailing investigation so far as it related to Huludao and
Qingdao Xiangxing;
the dumping investigation so far as it related to Saha and Pacific; and
the dumping investigation in relation to the goods exported from
Thailand generally.

Reasons for these decisions are outlined in TER177, which is avgj#it
the Public Record. Consequently, this report has limited discusg®
investigation into the alleged dumping of HSS exported to Austragg
Thailand.

Public notification of these terminations was made i
6 June 2012, and in ACDN 2012/25 and ACDN _9_-;

2.7. Report177

Within 155 days after the initiation of an investi

'-::: , or such longer period
as the Minister allows, the CEO must gixe |

a final report in respect

The Minister granted a 140 d )
to be placed on the Public Re Wihis sig@sequently extended the period

. i oncerned;
ns concerning publication of the notice to which the
e CEO has had regard for the purpose of formulating

¥ SEF177 itself;

®@.any submission in response to SEF177 received by Customs and

“Border Protection within 20 days after the day that statement was
placed on the Public Record; and

e any other matters considered relevant."'

11 Subsection 269TEA(3)
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Submitted by Submission title/description Date received
Alpine Pipe Manufacturing .
Sdn Bhd SEF No. 177 27 April 2012
oaha pai Steel Fipe Public | sEF No. 177 27 April 2012
Dalian Steelforce Hi-Tech Correction of methodological and 1 May 2012
Co., Lid technical errors in spreadsheets Y
Hengshui Jinghua Steel Pipe | Dumping Margin and Subsidy Margin
Co., Ltd for Hengshui Jinghua Steel Pipe Co., 7 May 2012

Ltd. In Statement of Essential Facts
No. 177

OneSteel Australian Tube
Mills Pty Ltd

Market Situation for HSS in Thailand

Sanwa Pty |.td

HSS {Pipe & Tube) Anti-dumping
Action

Pacific Pipe Public Company
Ltd

Statement of Essential Facts No. 1

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

Comments regarding SEF of ddfgi
and subsidization investiga
originating from Peaple’s i
China dated April 23, 28¥-
Economic DevelopmanNggs
Tai Feng Qiao Metal ProdB

Mills Pty Ltd

Alpine Pipe Manufacturing
Sdn Bhd 12 May 2012
Samchai Steel Industries
Pubtic Company Ltd 13 May 2012
Howard Consulting Pty Ltd 14 May 2012
Zhejiang Kingland Pipeline
and Technologles Co., Ltd 14 May 2012
Huludao City Steel Pipe
Industrial Co., iLtd 14 May 2012
Shin Yang Steel Corpg
and Yieh Phui Ente 14 May 2012
Co., Ltd.
OneSteel Aus aSteel ATM Response to Statement
Mills Pty Ltd ssential Facts 14 May 2012
Senior Steel BRCDN — Submission to anti-dumping
_ enquiry 14 May 2012
¥ _ SEF No. 177 14 May 2012
@ingdacliana N POST SEF No 177 14 May 2012
W erations Pty Ltd Submission in Response to Statement
of Essential Facts No. 177 14 May 2012
AN Steel Association | Statement of Essential Facts —
Inc. N Response 14 May 2012
Dalian Steslforce Hi-Tech Meeting with Australian Customs — 14 May 2012
Co., Ltd Monday, 14 May 2012 ay
Government of Thailand Response from GOT 15 May 2012
Steelforce Group Comments concerning SEF 177 15 May 2012
Government of China Submission in response to Statement 16 May 2012
of Essential Facts No. 177 ay
ﬁmess;f;'l_ﬁj“s"a"a” Tube | Market Situation for HSS in Thailand | 22 May 2012
Government of China Alleged Information deficiencies —
Statement of Essential Facts 177 23 May 2012
OneSteel Australian Tube Like Goods 23 May 2012
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Submitted by Submission title/description Date recelved

m;s;?;'l_f‘d“s“a"a" Tube | krther comment re USP 23 May 2012
ari'll;SFt’e:ILﬁjustralian Tube | 4SS exported from Thailand 24 May 2012
Steelforce Australia Limited Non-.confidential version of certain

?Jr::tlclnsmzeme go?(;:lg:m;?:n for 24 May 2012

. electrenie public re_cord _ .

E)nni';llessl:t’?ye‘ll-ﬁ’ustrahan Tu.be g;l:l):mglsom?ge, from interested parties re 31 May 2012
gldp';nghF;pe Manufacturing mle::galt\hc;\av; ; 77 6 June 012

Australian Steel Association | ASA Response to Onesteel ATM
Inc. Submissions of 23™ May

In accordance with s.269TEA(3), the CEO is not obli
submlssmns received after 14 May 2012 if to do sq

Consequently, the CEO has had no regard tog ghmi
after 5 June 2012. A N
In addition, following the publication gisis
Protection held meetings with: ¥ '

o ATM;

e consideration of public interest in the decision whether
dumping and countervailing measures.

#t to considerations of the public interest in imposing anti-dumping and
W[vailing measures:

Adsteel Brokers Pty Ltd;

Amity Pacific Pty Ltd;

Australian Steel Association Inc.;
Dalian Steelforce Hi Tech Co;
Digga Australia Pty Ltd;

Howard Consulting Pty Ltd;

12 29 days after the placement of SEF177 on the Public Record
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Palmer Steel Trading (Aust) Pty Ltd;
ProWay Livestock Equipment;
Sanwa Pty Ltd;

Senior Steel;

Steel Supplies;

Southern Cross Steel Pty Ltd;
Super Steel Australia Pty Ltd;
Townsville Steel & Wire; and
Waratah Steel Supplies Pty Ltd.

against imports of fabricated prodygh®
subject to this investigation). 4

exclude ATM's import supply
and would give ATM an unfair a

Various submissions als ' position of measures would lead to
greatly reduced cofisugiti tralian HSS market, which would be
costly to the cog

Additionally, -
are disgupting Jhstralian businesses (particularly small and

importd fabricated products, and that the imposition of dumping duties and
resultant price increase of HSS would severely impact ability of these
fabricators to compete with these imports.

Additionally, submissions from several fabricators claimed that imposition of
duties would force them to move their manufacturing activities offshore,
leading to job losses in the manufacturing sector, white several submissions
from fabricators and HSS stockists claimed that imposition of duties would
lead to many small businesses closing.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 26
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DS AND LIKE GOODS __

3.1. Findings

Customs and Border Protection has found that the Australian industry
produces HSS that has characteristics closely resembling those of HSS
manufactured in China, Korea, Malaysia, Taiwan and Thailand and exported
to Australia, and has therefore made a finding that HSS manufactured by the
Australian industry are like goods.™

3.2. The goods
The goods the subject of the application (the goods) are:

galvanised (ILG), pre-galvanised, hot—
non-galvanised HSS.

Sizes of the goods are, for circular -j*.:"-' " %s, those eeding 21mm up to
and including 165.1mm in outS|de g}} meter agg, for oval, square and
L J10 and including 1277.3mm.

Categories of HSS excluded fr ¥
RHS with a nominal thickness of - .mm and air heater tubes to
Australian Standard (A

The application i 0 information to clarify the nature of the
goods.

Finishing

Standards

HSS is generally produced to either the British Standard BS 1387 or the
Australian Standard AS 1163 or international equivalent standards (including
ASTMUIS and KS).

13 In terms of 5.269T
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HSS can also be categorised according to minimum yield stréngth. 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:

e conveyor tube (made for high speed idler rolls on conveyoj
with inner and outer fin protrusions removed by scarfing
exceeding 0.1 mm on outer surface and 0.25 mm on innSggu
and out of round standards (i.e. ovality) which do not BXCOONg |
order to maintain vibration free rotation and mini
during operation);

¢ precision RHS with a nominal thickness
used in structural applications); and

s air heater tubes to AS.2556.

‘Structural’ sections

measures inc ude all electric
; e of carli@n steel meeting the above
% dless of whether or not the

For clarification, the goods subject
resistance welded pipe and tube
description of the goods {and
pipe or tube meets a specific stri
applications.

atistical codes 31, 32, 33, 34, 35, 36 and 37);
atistical codes 21, 22 and 23); and

R initiation, the statistical codes related to these relevant subheadings
gen altered, and the goods are now classified to the following tariff

e 7306.30.00 (statistical codes 31, 32, 33, 34, 35, 36 and 37);
e 7306.61.00 (statistical codes 21, 22 and 25); and
s 7306.69.00 (statistical code 10).

The goods exported to Australia:

¢ from Korea and Taiwan are subject to a 5% rate of duty;
¢ from China and Malaysia are subject to a 4% rate of duty; and
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o from Thailand using Thailand Free Trade Agreement rates are free
from duty as of 1 January 2010.

There are numerous Tariff Concession Orders applicable to the relevant tariff
subheadings.

3.4. Like goods
The Act makes references to ‘the goods' and ‘like goods'.

‘The goods’ are those exported to Australia and alleged as being the cause of
material injury to the Australian industry. &

‘Like goods’ are those produced by the Australian industry.’* -

S. 269T(1) of the Act defines like goods as:

consideration or that, although not alike i
under consideration, have character:st.'

r Pofduces are MOt identical to those
imported. The industry must howell 2 goods that are ‘like’ to the
imported goods. * %

""""" fMorted goods are not alike in all
respects, Customs an on assesses whether they have

ther against the following

i
i
iii.
iv.

lowing interested parties:

the ASA;

Sanwa Pty Ltd;

Adsteel Brokers Pty Ltd T/as Adsteel;
Amity Pacific Pty Ltd;

Orrcon Operations Pty Ltd;

Howard Consulting Pty Ltd;

14 The term also refers to goods which are sold on the domestic market in the exporting country, or
those which may be exported to Australia in the future.
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¢ Alpine Pipe Manufacturing Sdn Bhd,;
¢ Graham Group; and
o Dalian Steelforce Hi-Tech Co.

lodged submissions claiming that the Australian industry (or certain members
thereof) do not, or cannot, supply certain models of HSS that would fit within
the goods description. Specifics of any non-confidential claims submitted,
where not discussed in this report, are outlined in the respective submissions
available on the Public Record.

Interested parties have acknowledged that the Australlan industry c| 4 crently
produces and sells many equivalent models to the particular impggs#d models
in question. However, some interested parties submit that the 4@6traliz

industry does not currently produce, or is not willing to produce, %
equivalent models to those which are imported.

With regard to this claim, even if correct, it would not
Border Protection to alter the description of the g

tm
clearly identifiable
inister to exclude that

offer for sale in Australia like goods to a particu
subset of the |mported HSS, it may be open to th

Bn-injurious prices (NIPs) for a
¥ established to ensure that, if
anner that removes only the

that claimed the Australian industry no longer
ipe. The submissions referred to the ‘mothballing’ of

In additlon, it was submitted that there is no locally produced, substitutable
equivalent for HDG pipe in Australia. In particular, interested parties claimed
that in-line galvanised and pre-galvanised HSS, are not a suitable substitute
for HDG pipe.

In relation to this issue, ATM has submitted:1®

15 ATM Correspondence 2011/02 - HSS exported from China, Korea, Malaysia, Taiwan and Thailand
— Investigation No. 177 — Like Goods and HDG', dated 5 December 2011
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s r e ns maas et

¢ 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 black
pipe, and hence ATM still supplies locally-produced HDG pipe;

« the displacement of locally-produced HDG pipe by dumped imports
has contributed to this decision to mothball ATM's HDG plant;

¢ in the event anti-dumping and/or countervailing measures are applied,
ATM may re-commence production at Acacia Ridge; and

o ATM's Duragal® and Supagal® HSS, which it either in-line galvanised
(only coated externally) or is pre-galvanised’s is ‘fit for purpose’ for
many applications and directly substitutable with HDG p|pe f 1
common applications.

industrially-galvanised HDG pipe are substitutable f
straightened HDG pipe. Submissions have includg

« fluid conveyance and fire systems endg
requirements for HDG pipe that Is straigiugl a clean surface area,
individual pipe marking, consistent zinc coamgg of 42 microns and has
been hydrostatically tested. & o 4

¢ Industrially-galvanised blackibipe is at |creased risk of warping during
the production process, fes ng in hat is not stralght and

o Black pipe that has been | Mngeg¥lvanised has zinc dags and

ive i i an inconsistent surface area,
aesthetically appealing finish.
rially-galvanised is unable to be bent
incurs additional costs and additional
pared to air blown and straightened HDG

made by ATM under the brand name Supagal®
afing thickness of 14 microns which is insufficient to
in harsh environments such as fencing applications.

se to submissions raising the above points, ATM has submitted that

dustrialty-galvanised HDG pipe is produced to AS1163 and AS1074,
with AS1163 carrying a tolerance for straightness.

¢ Acacia Ridge site has product straightening equipment should it be
necessary to re-straighten HDG pipe post-galvanising.

* mdustnally—galvanlsed HDG pipe is produced with a minimum zinc
thickness of 300gm?2.

Customs and Border Protection considers that it has not been conclusively

16 Manufactured with pre=galvanised HRC that is formed into HSS the repair-welded.
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demonstrated that industrially-galvanised pipe is directly substitutable and
‘like’ to imported air-blown and straightened HDG pipe in all end uses. It is
apparent that there are varying degrees of quality, fitness for purpose and
price between industrially- galvanised pipe and HDG pipe imports.

Similarly, Customs and Border Protection are not convinced that pre-
galvanised or in-line galvanised HSS (ATM-produced Duragal® and
Supagal®, and Orrcon-produced Allgal®) are directly substitutable for HDG in
all end uses and directly ‘like’ to imported HDG pipe.

However, during the investigation period, ATM manufactured HDG pjpe at its
Acacia Ridge plant that was air biown and straightened, and congigired ‘like’
to imported HDG pipe. A

Whilst ATM have since mothballed their HDG pipe manufacturing Yl
submits that injury from the alleged dumped imports has{ i
decision, and that in the event anti-dumping and/or

produce this HDG pipe, Customs and Border Prot}
that HDG pipe should be treated segggtgly for the Dt
investigation. g

3.5.2. Thickness and cros

that ATM's production facilities
are physically restrict certain thicknesses of non-circular
HSS.

While inconsi

ional size, the claims have asserted that ATM cannot
product with a perimeter exceeding 800mm.

investidation period. ATM has provided Customs and Border Protection with
evidence to support these statements.

A submission by the ASA'8 claims that OneSteel Oil & Gas Pipe is now
closed, referencing an OneSteel Limited ASX Release of 15 March 2012,
which states that manufacturing at OneSteel Oil & Gas Pipe will cease
effective 31 May 2012.

17 ATM submission of 14 May 2012
18 ASA submission of 14 May 2012
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OneSteel Oil & Gas Pipe (a division of OneSteel Trading Pty Ltd) is a
considered to be member of the Australian HSS Industry — see Section 3.6
below. OneSteel Oil & Gas Pipe has been identified as manufacturing larger
size HSS.

It is clear that during the investigation period, OneSteel Qil & Gas Pipe was a
manufacturer of like goods. The ASX release further states that OneSteel
(Limited) intends to sell the plant, equipment and related land. Thus whilst
OneSteel Qil & Gas Pipe have recently ceased production, it is still unclear as
to whether the business will be bought and recommence production or
otherwise.

Further, ATM'® has submitted that it has the ability to modify its Tgd#on
facilities in order to manufacture an expanded range of sections.

3.5.3. Red painted CHS for use in fire systems

Consulting?® claims that red painted CHS pipe is
manufacturing fire fighting systems apgdliat as suc

@¥et. The submission further states that it
appears that ATM claim its sales ofted paintag, pipe are not priced on import
parity considerations and sho pm any material injury
consideration. :

painted pipe is availg Ie uction. ATM's visit report (page 16)
i y Guide indicates that ATM can

produce red pa

of ATM's s

Rrovided to support allegations that red painted CHS is
Australian Industry and finds no reason for it to be

" Findings - like goods

and Border Protection has identified the following four entities as
producers of like goods (collectively referred to as the ‘Australian industry’):

ATM;

Orrcon Operations Pty Ltd (Orrcon);
independent Tube Mills Pty Ltd (ITM); and
OneSteel Qil & Gas Pipe.

19 ATM submission of 14 May 2012
20 Howard Consutting submission of 14 May 2012
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A submission was received by the ASA claiming that Customs and Border
Protection is incorrect in stating that there are four Australian producers of
HSS. The ASA claims that OneSteel Oil & Gas Pipe is a division of OneSteel
Limited, as is ATM, and they are therefore one Australian industry member.

Customs and Border Protection notes that OneSteel Oil & Gas Pipe is a
division of OneSteel Trading Pty Ltd, which is a subsidiary of OneSteel
Limited. ATM is also a subsidiary of OneSteel Limited. OneSteel Trading Pty
Ltd and ATM are separate legal entities, both producing like goods, and
together with ITM and Orrcon, make up four Australian manufacturegs of
HSS. : ___:—;:'3:5.-"

Customs and Border Protection considers that the Austratian in&g
produces like goods on the following grounds:

i. Physical likeness:

Australian industry manufactures a wide
multiple shapes or profiles and in variogg fini

li. Commercial likeness:

Australian market, as eviderfiied by theupply of HSS from China,
Korea, Malaysia, Taiwa@eand@hailand §
Australian industry. A W

nced by Australian industry customers that
¥ from China, Korea, Malaysia, Taiwan and

dustry HSS is manufactured in a similar manner to the
ported goods.

The MEings on i, ii, iii, and iv above lead to the conclusion that the Australian
produced products, while not identicai, have characteristics closely
resembling the imported goods. These findings are not premised on a
comparison of individual imported and domestically produced models, but
rather represent a global consideration.
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41. Findings

Customs and Border Protection has made a finding that there is an Australian
industry producing like goods.

4.2. Production process
For goods:

premises?2 and one of Orrcon’s premises.

During these visits, Customs and Border
production processes and costs as detailed in®
on the Public Record.

The visit to ATM included a tour of i manufact®¥ing facilities. During
this tour, Customs and Border Protiicti qkved the production process of
HSS (noting that the visit site goly pfgduces cqiitain shapes, sizes and
finishes of HSS). G G 4

ATM'’s production proc

coil (HRC), which is generally
cases purchased pre-galvanised, is

and tube mills.

then loaded into an accumulator where it is unrolled and

| for formation into pipe and tube (as the loaded coil ends,

e following coil is butt welded to the preceding coil, and the
accumulator allows a continuous flow of coil into the production
0cess).

. e slit coil is then cold formed through a series of rolls into a circular
pipe. The pipe is welded along the seam, using an electric resistance
welding process, into a continuous hollow round tubular shape.

* The round tubular pipe is then further formed through rolls into square,
rectangular and other shapes/cross sections as required (or left
circular).

21 |n terms of 5.2697T(2) and 269T(3) ‘
22 Mayfield, NSW.
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o The product is surface-finished by applying various protective coatings
such as paint, varnish, oil or galvanising (inline or HDG - see below).
HSS, made from pre-galvanised HRC is repair-galvanised along the
weld line.

¢ The HSS is date and time stamped, cut to length, bundled and placed
in racks ready for storage or despatch to customers.

¢ The ends of the bundled HSS are painted with a colour coded to
identify its gauge (wall thickness).

In terms of HDG pipe, ATM currently produces black pipe that is then
outsourced-galvanised in Australia (see Section 3.5.1). During the g

manufactured in Australia, including HDG pipe.

4.3. Conclusion — Australian industryg

Based on the information available, Customs g
that: 94

23 |n terms of 5.269T(4)
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5.1. Findings

There is an Australian market for HSS, which Customs and Border Protection
understands to be approximately 500,000 tonnes per year. The market is
supplied by Australian producers, and by importers which generally supply
HSS distributors and (less commonly) end-users,

5.2. Introduction

The Australian HSS market is supplied by Australian producers angé®
|mporters HSS is used in a wide variety of applications includingg¥u
engineering construction, manufacturing, mining, oil and gas, ik
non-residential construction, temporary fencing, transport, furnitul
equipment, and rural applications. .

5.3. Market Structure

5.3.1. Australian Producers

The application was lodged by ATM on behalf ol Australian industry
producing HSS. Australian industry members haveQgt publicly indicated their
support or otherwise. The Australiang0t8try is compW

(see Section 3.6).

i during the investigation period.

ustralian HSS production, with
of the remainder.

: tified over 100 importers of HSS, of which seven were
d as ‘major’ importers of the goods.

CustoR and Border Protection undertook visits to the following major
importers and prepared reports following the visits:

» CMC Australia Pty Ltd;

« Croft Steel Pty Ltd;

» The Trustee for Pedruco Family Trust (trading as GP Marketing
international Pty Ltd);

Steelforce Trading Pty Ltd;

Stemcor Australia Pty Ltd;

Thyssenkrupp Mannex Pty Ltd; and

Orrcon.
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Customs and Border Protection estimates the above importers collectively
account for more than 60% of the volume of the goods imported from the
countries under consideration during the investigation period.

5.4. Market size

Customs and Border Protection has combined import data from its
commercial database with Australian industry sales information to estimate
the size of the Australian market for HSS during the investigation period. It
understands the Australian market for HSS to be approximately 500,000
tonnes per year. :

Available data indicates the market experienced fluctuations i
injury analysis period, decreasing approximately 20% in FY2009;
approximately 12% in FY2010 and decreasing approximately 10%
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6. DUMPING INVESTIGATION

6.1. Findings

Customs and Border Protection has made a finding that HSS exported to
Australia from China, Korea, Malaysia and Taiwan in the investigation period
was dumped.

6.2. Introduction

6.2.1. Number and categorisation of exporters

Customs and Border Protection estimates there were a total of gfu
HSS exporters?4 from the five countries/region subject of this inV@gti
that exported HSS to Australia in the investigation period.

dumping (and subsidy?5) margin calculations foRg{L4¥
investigating the exportations of all exporters in tf
whether or not they cooperated with {ias

Shortly after initiating the investiiytiorRgalas and Border Protection wrote

to all known potential exporters of (identified in its commercial
database), inviting t Ives known as an HSS exporter and
cooperate with the on by gampleting an Exporter Questionnaire.

Customs and BY
Questionnaifai
HSS. There
to the

ceived 22 responses to the Exporter
on to the dumping and subsidy investigation on

aires—nine were visited for verification purposes,
r four was examined without on-site verification.

: e exporters that provided an adequate and timely response
xporter Questionnaire, Customs and Border Protection was able to

he dumping margin {(and subsidy) calculations on the data submitted.
xporters were considered to be ‘selected cooperating exporters’.

24t is difficult to estimate the number of exporters accurately because in some cases Customs and
Border Protection is only aware of the Identities of the suppliars, which can be trading entities or
manufacturers. Customs and Border Protection usually regards the manufacturer to be the exporter.
Where the supplier detalls for particular importations in the Customs and Border Protection cormmercial
da't‘abase relate to traders, this means the identities and number of the exporters (manufacturers) are
unknown. —

25 In the case of Chinese exporters.

26 $.269T(1) provides that ‘selected exporter, in relation to a dumping duty notice or a countervailing
duty notice in respect of goods, means an exporter of goods the subject of the application or like goods
whose exportations were investigated for the purpose of deciding whether or not to publish that notice.”
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In the case of those exporters that provided inadequate responses to the
Exporter Questionnaire, or did not respond to the questionnaire, Customs and
Border Protection regarded these exporters as ‘selected non-cooperating
exporters'.

The calculation of dumping margins for each selected cooperating and
selected non-cooperating exporter is at Confidential Attachment 1.

6.2.2. Selected cooperating exporters

Exporters whose data was verified on-site

data.

China:
« Dalian Steelforce Hi-Tech Co
e Huludao
» Hengshui Jinghua Steel Pipt
» Zhejiang Kingland Pipagn

Kingland)
Korea:
. Kukje St

Malaysia:

#HEhin Yang Steel Co., Ltd (Shin Yang)

+ Pacific
e Saha

Exporters whose data was assessed without verification

Customs and Border Protection examined the data contained in responses to |
Exporter Questionnaires provided by a further four selected cooperating |
exporters, and found the data to be verifiable and without material deficiency.

However, verification visits were not undertaken in relation to these exporters.
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Rather, Customs and Border Protection calculated dumping (and subsidy)
margins after analysing the data submitted by these entities.

The analysis included some tests of the data for completeness, relevance
and accuracy, and some benchmarking to verified data of a similar nature.
The four selected cooperating exporters subject of this approach are listed
below.

China:

» Qingdao Xiangxing
+ Jiedong Economic Development Testing Zone Tai Feng Qige
Products Co., Ltd (TFQ) y

Taiwan:

+ TaFong Steel Co., Ltd (Ta Fong)

Thailand:

be. In each of the cases of
ided an opportunity for the

bo Group Co (Shandong Fubo)

ianjin Jinshengde Steel Tube Product Co., Ltd (Tianjin Jinshengde)
Zibo Fubo Steel Pipes Factory (Zibo Fubo)

ibo Litong Steel Pipe Co., Ltd (Zibo Litong)

« Dae Myung Steel Co., Ltd (Dae Myung)
» Jinbang Steel Korea Co., Ltd (Jinbang)
+ Steelpia Co., Ltd (Steelpia)
e Yulchon Co., Ltd (Yulchon)

27 |n the case of Chinese selected cooperating exporters — sea Chapter 7.
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Malaysia:
« Southern Steel Pipe Sdn Bhd (Southern Steel)

Customs and Border Protection considers that the failure to supply a
substantially complete response to the Exporter Questionnaire that is absent
of material deficiency amounts to less than full cooperation with this
investigation.

The information provided by these entities was assessed as being materially
defi C|ent and not sufficient to warrant venf cation, and it is oon5|dere to be

exporters,

The export prices and normal values (and sub L
cooperating exporters have been determlned afteNg;
relevant information. i

The dumping findings outlined in t
country/region.

nts as to whether there was a

ket for HSS, and whether there was a

t for HSS, during the investigation period,
those markets were not suitable for the .

ffion finds that there was a situation in the Chinese HSS market during
Q) estigation period such that sales in that market are not suitable for use
@gining normal value under s.269TAC(1).

Customs and Border Protection's detailed assessment of whether a market
situation existed for China is at Appendix A.

Customs and Border Protection therefore considers that all domestic sales of
HSS in China are unsuitable for determining normal value under s.269TAC(1)
in all circumstances, and consequently the normal values in respect of HSS
exported to Australia from China should be constructed under s.269TAC(2)(c)
of the Act.
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Customs and Border Protection has received several submissions in
response to SEF177 that relate to this finding, which are detailed in Appendix
A.

It is noted that the construction of normal value under s.269TAC(2)c) has
been undertaken in accordance with the conditions of Regulation 180, 181
and 181A of the Customs Regulations 1926 (the Regulations),?8 as required
by 8.269TAC(5A) and s.269TAC(5B).

The Regulations provide for an examination of the reasonableness of
exporters’ recorded costs. This is discussed further in Section 6.4 b Jow.

6.3.2. Market situation assessment - Thailand
After having regard to all relevant information, Customs and Bord®

Protection finds that there was not a market situation in |
during the investigation period such that sales in that)

out such costs in accordance with Regulation 183 h)-

Details of this finding are discussedg i Customs -

6.4.1. Background

reasonably reflect competitive market costs associated
uction or manufacture of like goods;

ister must work out the cost of production or manufacture using
tion set out in the exporter’s records.

Where the conditions of Regulation 180(2) are not met, it is Customs and
Border Protection’s position that the costs records kept by that exporter are
not required to be used in working out their costs, and Customs and Border

Protection may resort to other information to calculate these costs.”?

28 p| references to any regulation within this report are to the Customs Regulations 1926 unless
specifically stated otherwise.

29 For example, in the recent investigation into aluminium extrusions from China (REP148), Customs
and Border Protection found that the conditions of Regulation 180(2) were not met as, although the .
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During this investigation, Customs and Border Protection has assessed that
the accounting records of all Chinese selected cooperating exporters have
been kept in accordance with the Chinese GAAP (with reference to the
auditor's opinions in each company’s audited financial statements).

However, in the course of making its market situation assessment for China,
Customs and Border Protection noted the Government of China (GOC) has
significantly influenced the Chinese iron and steel industry, and this influence
is likely to have materially distorted competitive conditions and affected
supply in that industry.

This assessment and analysis of the effects on HSS prices is dg
Appendix A of this report.

Customs and Border Protection noted in its market situa
the GOC influences in the iron and steel industry ca
as foliows:

1. measures to drive structural adjustmggt;
2. technological, efficiency and environm®
3. export restrictions on coke; and
4. subsidisation of encouraged gmmgiices and Ry

and the related analysis that | Sams and@order Protection to the
market situation finding, is also gPessing whether the various
elements of the costs to make an 'In China, as recorded by
exporters, are reasona

Customs and Bg iders it is possible that all HSS cost
elements (espgs . pi¥Esed as averages, or amounts per unit, as is
required for : al values) have been distorted by the nature

nd Border Protection has formed the view that the GOC
nd steel industry is most pronounced in the parts of that

ipIc

ﬂ‘g ar, Customs and Border Protection considers that GOC-driven market
iSWKtions have resulted in artificially low prices for the key raw materials

! SS production in China — HRC and narrow strip.

In these circumstances, Customs and Border Protection considers the costs
incurred by HSS manufacturers in China for HRC and narrow strip used in the
investigation period do not reasonably reflect competitive market costs in
terms of Regulation 180(2).

records of Chinese exports were kept in accordance with the GAAP, the cost of primary aluminium in
these records was not reasonably reflective of competitive market costs. Customs and Border
Protection instead substituted the prevailing London Metals Exchange (LME) price of primary aluminium
for the costs of Chinese manufacturers.
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6.4.2. Approach to replacing certain raw material costs

After determining that the costs of HRC and narrow strip incurred by
exporters do not reasonably reflect competitive market costs for those goods,
Customs and Border Protection sought to replace the costs of HRC and
narrow strip for each Chinese exporter, as recorded by these exporters, with
a competitive market cost for these inputs, when constructing normal values
for these expoiters.

Customs and Border Protection used the HRC and narrow strip g
for the purposes of the subsidy investigation (i.e. Subsidy ProgNgs

to Appendix C of this report) to calculate the amendment required
and narrow strip in exporters’ costs. This benchmark w.
considered to be a reasonable reflection of competitiye
and narrow strip in China, as well as a benchmark foi

the benchmark {(as appropriate) to glis
incurred by selected cooperating ex

exporters for HRC and narrow striMwere ¥Wer than the benchmark amount).
rtaken separately for each Chinese

N rating exporters was used, in the absence of
: Hore ! ;

al values for Chinese exporters discussed below are
sts to make and sell that take account of the uplift for
ive market HRC and narrow strip costs.

, Submissions in response to SEF177

Treatment of VAT

Dalian Steelforce, Huludao and Zhejiang Kingland all made submissions that
argued the approach to calculating the HRC uplift was flawed. Huludao and
Zhejiang Kingland argued that the benchmark should have been compared to
the price it pays to its HRC suppliers, which is inclusive of 17% VAT. Dalian

30 Taking into account delivery terms, and whether the purchase was for HRC or narrow strip, or for
pre-galvanised or black materials.

|
|
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Steelforce submitted that a key cost component of HRC - the non-refundable
export VAT of 8% — should be included in the cost of HRC that is compared
with the benchmark. Either approach would cause the uplift calculation to be
significantly lower than the one calculated by Customs and Border Protection.
Customs and Border Protection rejects both of these approaches.

The intention of Customs and Border Protection with respect to replacing
HRC costs is simply to remove the Chinese HSS producers’ costs of HRC
and replace them with that of an appropriate benchmark. Customs and
Border Protection chose to do this in a manner whereby it calculated the
percentage difference between the HRC costs of the Chinese HSS producers
and the benchmark. It used this percentage uplift to increase the RC costs
within the constructed normal value calculations for the Chinesgly
exporters. Customs and Border Protection could equally have
simply replace the HRC costs of the Chinese producers with that G
benchmark, which would have generated the same resulgfor const
normal values. The preference for the uplift approachy
automatically accounts for the actual yield efficiengis
exporter.

Importantly, the benchmark used was based OIQg##)

and Border Protection cannot see any merit in cofgaring the benchmark with
HRC (or narrow strip) costs in Chinajgiginclude VASgwhether that is to be
the full 17%, or the residual VAT ligiflity of 8% that is calculated with

gt amount of VAT is incurred as
spect to export sales of HSS.
tment to constructed normal value.

’ e amount of non-recoverable VAT is a
function of FOR ic net export VAT liability. The cost of non-
ing export sales of HSS, and HSS sold
ch a cost. Customs and Border Protection
nsistent with the accounting treatment of Chinese
to treat the non-refundable export VAT as a cost of
cost of production.

It is, however, accepted that a noRygech
a separate cost (in cosigf goods so

MChinese exporters noted that the HRC uplift was applied to the total of

Wials costs, or all costs of manufacturing, rather than to HRC costs in
isolation. Customs and Border Protection agrees the most appropriate
approach for the uplift calculations is one that ensures it only applies to the
proportion of materials costs, or proportion of manufacturing costs, that are
represented by HRC (and/or narrow strip). As that proportion could not be
determined accurately for some exporters, Customs and Border Protection
relied upon the verified ratio of HRC (and/or narrow strip) costs to material
costs (or manufacturing costs) for the Chinese exporters where the cost data
was sufficiently detailed to allow for an accurate measure of this proportion.
Customs and Border Protection has applied this proportion to the materials
costs (or manufacturing costs) before applying the HRC uplift, where
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appropriate.
Operation of Regulation 180(2)

During its investigation, and in response to SEF177, Customs and Border
Protection has received various submissions that address the operation of
Regulation 180(2). Specifically, the GOC has submitted3! its opinion that:

» Article 2.2.1.1 of the Anti-Dumping Agreement (ADA) (which
Regulation 180(2) is the Australian implementation of) requires that the
records of a producer must be used for the purposes of detergining

recorded on the basis that they do not reflect those incurred
competitive market; and
¢ even if this option is available under Regulatiog,
established that the market in which the prgguci
concerned input is a competitive one, thgl#*
that cost in the producers records ‘pred§
that cost.

@hrough the forces of supply and demand.
This posutlon has been reflected by§arious inffested parties in response to
SEF177, including Dalian Sted§grcew Hulud §°° and Kingland.34

Regulation 180(2), g0

Customs an
Article 2.2.1¢

otes the GOC's interpretation of
180(2), but considers that the requirements of
uch an assessment of reasonableness of costs

d, paying specific attention to the forces of supply and demand in that
gl (as detailed in Appendix A).

While Customs and Border Protection observes that certain factors of
competition within the Chinese market may have existed (e.g. muitiple
competing suppliers), the competitive conditions have been significantly
distorted by the GOC influence in that market. In these circumstances
Customs and Border Protection considers it is possible to find that costs do

31 GOC submission of 8 March 2012

92 Dalian Steelforce submission of 15 May 2012
33 Huludao submission of 14 May 2012

34 Kingtand submission of 14 May 2012
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not reasonably reflect competitive market costs, as it has found in this case.

I{i) Chinese energy prices and s.269TAC(6) normal values (selected
cooperating exporters)

ATM has submitted3® that there is an ‘absence of discussion’ in SEF177
concerning analysis of energy prices and costs in manufacture of HSS in
China'.

ATM submits that:

¢ energy is a significant cost in the manufacture of HSS (and ¥
materials); Y
o the GOC has acknowledged in its 2001 WTO AccessiolT§
it ‘controls’ electricity, gas, fuel and water charges;
o electricity prices are influenced by the consumingg
the Directory Catalogue as encouraged, restrj

Further, ATM submits that it has provided evideg€
conversion costs (including electricity) of HSS@#
low (i.e. subsidised and or/exempted such as 'S

Consequently, ATM submits that:

...all of the costs associate - '
impacted by governmenhi
HSS in China (not just b

: Wie market should be ‘substituted’ as the
basis for C | | value, and these should be established under

s and Border Protection considers that, for the purposes
n constructing the cost of manufacture of HSS for the
ning s.269TAC(2)(c) normal value in line with Regulation

Qyhere itis found that a particular cost component is not reasonably

reflective of a competitive market cost, this particular cost will be

adjusted/replaced with a reasonably competitive market cost
alternative; and

» where this is not demonstrated in relation to other costs components,
these costs will be considered reasonable for the purposes of
Regulation 180(2) and used, as recorded by the exporter, in arriving at
the total cost of manufacture.

35 ATM submission of 14 May 2012
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It is noted that ATM has provided no evidence to demonstrate that any costs
associated with the production and sale of HSS other than:

¢ the costs incurred in purchasing HRC and narrow strip;

o electricity; or

e land use-related costs (raised for the first time in this context within
ATM's submission of 14 May in response to SEF177})

should not be considéred competitive market costs for the purposes of

Regulation 180(2) and constructing normal values under s.269TAC(2)c).
In the case of HRC and narrow strip purchase costs, these have
determined to be not reasonably reflective of competitive ma
have been replaced with a competitive market benchmark costs
above).

In terms of land-use, it is noted that the only eviden
and Border Protection that relates to the reasona

oted that the effect of
taxation costs of

exporters who received this progra penefit rec
has been countervailed where appli§

B\'s application for this
t of electricity prices on the

Or raw material inputs (i.e. coke and electricity) in
ith the high level of participation of SOEs in the
ctor, cause Chinese domestic HRS prices to be

W the context of its allegations that a market situation existed in the
Chinese HSS market:

It is OneSteel ATM'’s view that HSS prices in China are artificially low
...due to a range of factors that impact directly and indirectly on the
prevailing Chinese HSS prices. These factors include...reduced
and/or subsidized energy (i.e. electricity prices) input prices in the
manufacture of HRC/HRS and HSS.

Consequently, Customs and Border Protection did not separately investigate
the issue if ‘subsidized’ electricity in the context of a separate potentially-
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countervailable subsidy program.

However, certain questions in relation to Chinese electricity prices were
posed of the GOC in the GQ. The GOC was asked about the mechanism for
setting electricity prices in China. The GOC advised that the price of
electricity is subject to government price setting but the government will only
intervene subject to the strict requirements of Article 18 of the Price Law. The
GOC submitted that Article 18 protects market pricing other than in
exceptional circumstances.

The GOC also provided a copy of the Electric Power Law of the Pe
Republic of China.3¢ Article 36 of that document states that the e
of electricity rates shall be based on “...the principles of reaso.
compensation of cost and reasonable determination of profits,
incorporation of taxes...”. Article 47 of that document states that
preferential policy shall be adopted to provnde support t

minority nationalities, in outlying areas and in povert i
Customs and Border Protection has no evidence
manufacturers of HSS would benefit from such

During this investigation and previous investig ncernirlg exports from
China, Customs and Border Protection has obse that arrangements for
the supply of electricity in China va rovince. Customs and

Border Protection verified electricit _55353. osts for all co-operating exporters and

ing the course of the investigation,

s there is insufficient evidence that
the electricity costgaadle i rds of the verified cooperating
mpetitive market prices.

Of HRC and narrow strip recorded by Chiriese
placed with a substitute (benchmark) cost, it is noted
sts involved in manufacturing HRC and narrow strip in

“in China

Customs and Border Protection notes Regulation 181A provides that, where
reasonably possible, profit must be worked out using data relating to the
production and sale of like goods by the exporter or producer of the goods in
the ordinary course of trade.

36 Attachment A43 to the GQ
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Accordingly, Customs and Border Protection calculated a weighted average
net profit, measured as a percentage mark-up on full cost to make and sell,
for each Chinese selected cooperating exporter, using the verified cost to
make and sell data (i.e. prior to substitute HRC and narrow strip costs) and
verified domestic selling prices from sales made in the ordinary course of
trade in the investigation period.

Where the exporters made domestic sales in the ordinary course of trade, in
sufficient quantities, this measure of profit was used to construct normal

values that were based on revised unit costs that included uplifted HRC and
narrow strip costs using the benchmark data.

believed that domestic sales of HSS in China in the investigation
would all have been sold at a loss if prices were compa
and sell inclusive of the benchmark HRC costs. Cus
Protection disagrees.

The assessment of an amount of profit used % r
normal values is made on the assumption that g gods, inst€ad of being
exported, had been sold for home consumption in%ge ordinary course of
trade in the country of export.3 Cust d Bordergptection verified profit
amounts applicable to such sales nfiide by the Chinese exporters visited
during the investigation period.

manufacturers’ HRC co
such a measure of s to a different cost base for constructed

order Protection consider it is

Z%¢d to the level of the benchmark, and assuming all
equal in the investigation period, the operation of
actors in the Chinese market for HSS may settle at or
ibrium price that reflects a similar return on investment for
manufacturers. Customs and Border Protection considers that to

ain the profit levels achieved on HSS prior to the HRC cost
replad@gnent, and to apply this to the adjusted costs, is a reasonable means
to calculate the new equilibrium price, which in turn provides for a reasonable
constructed normal value.

In the case of one Chinese exporter, Dalian Steelforce, which had a low
volume of relevant domestic sales, Customs and Border Protection used the
average net profit from domestic sales made in the ordinary course of trade
by the other selected cooperating exporters from China.

37 Section 269TAC(2)(c) of the Act
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Dalian Steelforce submitted® in response to SEF177 that it would be
inappropriate to assign profit to the constructed normal value for Dalian
Steelforce. It explained that, given it manufactures HSS to Australian
Standard AS/NZS 1163:2009, it cannot be a correct assumption that Dalian
Steelforce would earn a profit on domestic sales where it has no domestic
sales for normal value purposes and where there is no market for HSS of the
type it manufactures.

It is important to clarify that Dalian Steelforce did in fact make domestic sales
of HSS during the investigation period. These were not used for norgal value
purposes because the domestic sales were in low volume relativ
export sales. % Nonetheless, it is evident that Dalian Steelforce
into the domestic market in China in the investigation period.

Customs and Border Protection considered using the pr
Steelforce’'s domestic sales of prime HSS (i.e. not in

Protection consider those sales were not madff!
trade.

Customs and Border Protaction exargis
unit costs to those of other cooperaf
regard to this comparison, and to tg

country of export, Dalia
would have achievagies

nsiders that the most reliable, and most
profit is the average profit of the other selected

result of the revised profit calculation for Huludao,
.7.3 below, the average profit figure used in Dalian
ted normal values has also been revised.

structed normal values for Chinese exporters discussed below
the profit amounts calculated in the manner described above.

pecification, grade and coating differences

ATM considers that Customs and Border Protection has not addressed
certain differences between HSS sold domestically by the exporters, and the
goods exported to Australia. :

38 Dalian Steelforce submission of 1 May 2012, p. 4
39 Section 269TAC(14) of the Act
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ATM submitted* that Customs and Border Protection should make upward
adjustments to normal values to account for certain differences in
specification, grade or coating, including the following:

e mass tolerances, noting for example standard ASTM A500 allows for
minus 10%, while AS 1163 allows for only minus 4%,

e minimum yield strengths, noting for example the variations between
250, 270, 350 and 450 MPa;
impact testing; and
painting versus oiled coatings.

These ATM concems appeared to be directed mainly at the Thai g

and domestic sales of HSS. It has, for example, ens
model matching and adjustments took account of g

influenced export price, the evidengg
approach to model matching or to &g

rice data for selected cooperating

exporters that were visi i rt an argument that clear domestic
price distinctions g i e with the different HSS standards.
Similarly, it wagg®' : ce varied in the domestic market
because of variaQs nanintmum yield strength, or because of impact

such variations do not affect export price but
aldPalue for such factors is not evident. Furthermore,

Pr®tection observed specific examples of export sales

ffected by differences in grade and impact testing.

egar he above, Customs and Border Protection is not convinced

oS any need to revise its approach to model matching, or to normal
adjustments, on the basis of specification differences or grade

as. It has already taken account of differences in finishes.

ATM also submitted*' that a number of other adjustments to normal value are
required for proper comparison to export price. In particular, ATM claimed
that adjustments are required to recognise differences in:

» costs of operational complexity — changing paint lines, grades,

40 ATM submission of 14 May 2012, pp. 1-2
41 ATM submission of 14 May 2012, p. 3
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thicknesses;

e impact of paint coatings on lower overall yields (e.g. product
unsatisfactory due to poor coating); and

e costs of traceability and individual length line marking to comply with
Australian standards.

Customs and Border Protection considers that accounting for such
differences in costs that result from each of these items would require an
extraordinarily high degree of precision in cost accounting. In the experience
of Customs and Border Protection with HSS, these are matters that would not
be routinely accounted for in assigning direct costs by any HSS mangfacturer,
including the Australian manufacturers. In addition, it is likely that
aggregate unit cost of such items for exported goods, to the e
from similar or other unit costs that are applicable only to the d
is unlikely to be material and therefore unlikely to be reflected in a
differences. Accordingly, Customs and Border Protecti nsiders
items do not warrant adjustment to normal value.

6.7. Dumping margins for selected g orters -

China
6.7.1. Dalian Steelforce

Export price

It is noted that ind# exporter visit report, it was considered by
n verification team:

e purchases of the goods by the importer were not arms
fength transactions.

Noting®pe relationship between Dalian Steelforce and its Australian importer
(Steelforce Trading), the visit report recommended:

...further enquires be made with Steelforce Trading and Steelforce
Australia to calculate the export price at which the goods were sold by
Steelforce Australia, in the condition in which they were imported, to a
person who is not associated with the Steelforce Group, less
prescribed deductions.

Following these further enquiries, Customs and Border Protection is satisfied
that the above approach under s.269TAB(1)(c) is suitable in the
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circumstances, having regard to the levels of profit achieved within the
various entities of the Steelforce Group in relation to exported HSS.

In its response to SEF177,2 ATM objected to the use of Dalian Steelforce’s
monthly weighted average export invoice prices to Steelforce Trading,
considering these prices are influenced by the relationship between the two
parties and therefore unsuitable for determining export price.

As noted above, Customs and Border Protection has undertaken enquiries
with Dalian Steelforce into the suitability of the use of its invoiced price to

Steelforce Trading as the basis of export prices under s.269TAB(1)(g). This
resulted in Customs and Border Protection being satisfied of the
these invoiced prices. ATM has not provided information that h
Customs and Border Protection to alter its position in relation t

Normal value

Normal values were established in accordance witlh s. 290T X the Act
using Dalian Steelforce's quarterly weighted av m nd sell
data (revised for raw material cost uplift), by f@sh, a unt for profit
based on the average profit for domestic sales W§li@Fgoods made in the
ordinary course of trade by the other fi ive selectedQgoperating exporters. A
positive adjustment of 8% was madgggsmgrmal valu relation to the
residual export VAT expense that igfhcurred for certain export sales but not
domestic sales.

In response to SEF1 77, Dalian e 4
insufficient voiumes of dJomestic ales o calculate normal value under
a market situation in China rendering

route to Section 2369TAC(2)(c)
ection observes this point, noting that Dalian
idered to have sufficient volume of domestic HSS saies

Megifhat this makes no practical difference to the calculation of normal
_or Dalian Steelforce under s.269TAC(2)(c) discussed above.

Addltlonally, it is noted that, even if Dalian Steelforce had made a suffi 0|ent
volume of domestic sales during the investigation period, as all domestic
sales of HSS have been determined to be unsuitabie due to the existence of
a market situation in the Chinese HSS market, these domestic saies would

42 ATM submission of 14 May 2012

43palian Steelforce submission of 1 May 2012,

44 Absence or low volume of sales of like goods in the domestic market.
45 situation in the market.
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have not been considered suitable for determining s..269TAC(1) normal
values in any case.

Further, in response to SEF177, Dalian Steelforce submitted that Customs
and Border Protection had erred in its calculation of the benchmark uplift for
Dalian Steelforce by applying the established delivered HRC benchmark to
Dalian Steelforce’'s HRC purchase data. Dalian Steelforce submitted that the
purchase prices contained within this data were in fact ex-works prices, and
should be compared to the ex-works benchmark instead. Dalian Steelforce
demonstrated the fact that these recorded HRC prices were ex-works with
reference to its accounts. .

Customs and Border Protection has accepted Dalian Steelforcg §Fai
this point, and amended its calculations as necessary.

Dalian Steelforce also submitted in response to SEF177¢
application of the competitive market cost uplift to its
values was inaccurate.

Dalian Steelforce observed that the method
costs within its constructed normal values was
average uplift percentage based on the exporters
(combined for pre-galvanised and bl C)*% an

within constructed normal val ccuratel matching the established
benchmark prices.

Customs and Border Protection
ack and galvanised HRC and apply
appropriately.

Dalian Steelforce inste

ubmitted t
should calculate seg j

fts for,

wer than the revised benchmark, due in part to the
between black and pre-galvanised HRC in the SEF177
d in detail in Appendix C). This has been amended for
s report, however the requested method of calculation of
uplift (separate uplifts for black and pre-galvanised HRC) has been

Further, Customs and Border Protection has assessed the need to perform
this separate uplift calculation in constructing normal values for all other
selected cooperating exporters and other Chinese exporters, and determined
that this either is not applicable, or would make no measurable difference to
constructed normal values for these exporters.

48 Determined by applying the black and pre-galvanised benchmarks to each purchase as appropriate
but then determining the percentage difference between the yearly total actual purchase price (both
finishes combined) and the yearly total benchmark purchase price (combined finishes).
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Dumping margin

The dumping mafgin for Dalian Steelforce 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 final dumping margin for Dalian Steelforce is 13.4%.

The difference from the SEF177 assessment of dumping is due to:

» arevision to the level of the HRC uplift, including separation of HRC
uplift calculations between black HRC and pre-galvanised Jé
+ an alteration to the levet of profit applied in constructed g
because of a change to the average rate of profit of otheiWg
cooperating exporters from China.

6.7.2. Hengshui Jinghua
Export price

charges
Normal value

Normal values were established ifRaecoPiiBe with s.269TAC(2)(c) of the Act
using Hengshui Jingh Mighted average cost to make and sell
data (revised for ra

for Hengshui Jinghua was established in accordance
) of the Act, by comparing the weighted average of

e whole of the investigation period with the weighted

¥ of corresponding normal values over the whole of that period.

al dumping margin for Hengshui Jinghua is 23.7%.

The difference from the SEF177 assessment of dumping is due to:

« arevision to the level of the HRC uplift; and .
« application of the uplift to only the proportion of costs represented by
HRC {or narrow strip).
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6.7.3. Huludao

Export price

Export prices were established in accordance with s.269TAB(1)(a) or
269TAB(1)(c) 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 value

relation to port handling expenses.

In response to SEF177, Huludao subpgié
Protection should, in constructing ng

the date of contract. Customs and I§
has not provided evidence to 0
(whether based on sales or co
compared on any period matchin

pent that normal values
ngddxport prices should be
mer than that which aligns invoice
re (for constructed normal values).

the dumping margin was unreasonably inflated.

e Protection disagrees. The dumping margin calcuiations

. @ alues to FOB, or FAS, export prices, as appropriate. The
ma@values for the FOB export prices included the port charges and the

nowgal value for FAS export prices did not include the port charges. This

& for an appropriate comparison and accurate calculation of dumping

Huludao also submitted® that no profit should be added in the constructed
normal value. It relied firstly on the argument that domestic selling prices
would not have recovered the costs to make and sell that included the
benchmark cost of HRC. This argument is discussed in section 6.5 above. In

47 Huludao submission of 14 May 2012, pp. 19-21
48 Huludao submission of 14 May 2012, p. 20
49 Huludao submission of 14 May 2012, pp. 16-18
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addition, Huludao asserted that the profit figure used by Customs and Border
Protection was based on a very small volume of domestic sales, and that its
profitability was based on monthly calculations while others were determined
quarterly.

On the latter point, Customs and Border Protection notes that if profitability for
Huludao is assessed on a quarterly basis, there is an increased volume of
sales that are profitable. That volume is considered to be a reasonably
representative basis for profit that applies to domestic sales made in the
ordinary course of trade. In addition, the change from monthly to quarterly
assessment of profit in Huludao’s case provides less likelihood of thg affect of

is reasonable to recalculate the profit figure for Huludao and rew
normal value calculations and dumping margins accordingly.

Huludao also submittedS? that the cost of production
square (BS) pipe should be used as the basis for
that product, not the costs of production for bla
noted that the BS product was purchased fro
and the BS production costs were lower than i
unit. However, Customs and Border Protection h
sufficient level of detail for Huludao's
accurate replacement of HRC costg#vi

C prodlction costs per
ot been provided with a

value for BS when comparing
Huludao.

Dumping margin

HulOQgo#Ms established in accordance with

by womparing the weighted average of export
vestigation period with the weighted average of
over the whole of that period. The final dumping

Q242 revision to the level of the HRC uplift;
&, application of the uplift to only the proportion of costs represented by
JRC (or narrow strip); and
« application of a revised profit rate in constructed normal! value.

6.7.4. Qingdao Xiangxing
Export price

Export prices were established in accordance with s.269TAB(1)(a) of the Act,
using Qingdao Xiangxing's quarterly weighted average export invoice prices,

50 Huludao submission of 14 May 2012, p.15
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by model, excluding any part of that price that relates to post-exportation
charges.

Normal value

Normal values were established in accordance with $.269TAC(2)(c) of the Act
using Qingdao Xiangxing's quarterty weighted average cost to make and sell
data (revised for raw material cost uplift}, by finish, and an amount for profit
based on domestic sales of like goods made in the ordinary course of trade.
A positive adjustment of 8% was made to normal value in relation to the
residual export VAT expense that is incurred for export sales but not,domestic
sales. A further positive adjustment was made in relation to expork packi
inland transport, handling and other expenses. v

Dumping margin

The dumping margin for Qingdao Xiangxing was est
with 8.269TACB(2)(a) of the Act, by comparing thegy
export prices over the whole of the investigationgdperi
average of corresponding normal values overgll
final dumping margin for Qingdao Xiangxing is

The difference from the SEF177 assggmment of

¢ arevision to the level of the §
o application of the uplift '
HRC (or narrow strip).

6.7.5. TFQ

Export prices

B4l in accordance with 5.269TAB(1)(a) of the Act,
ted average export invoice prices, by model,

values were established in accordance with s.269TAC(2)(c) of the Act
usiNgTFQ's quarterty weighted average cost to make and sell data (revised
for raWgnaterial cost uplift), by finish, and an amount for profit based on
domestic sales of like goods made in the ordinary course of trade. Negative
adjustments were made for domestic inland freight and commissions. A
positive adjustment of 8% was made to normal value in relation to the
residual export VAT expense that is incurred for export sales but not domestic
sales. Further positive adjustments were made in relation to export inland
freight, terminal handling charges and other export expenses.
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Dumping margin

The dumping margin for TFQ 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 final dumping
margin for TFQ is 32.0%. ‘

The difference from the SEF177 assessment of dumping is due to:

« a revision to the level of the HRC uplift;
» application of the uplift to only the proportion of costs repr et
HRC (or narrow strip); and &

» correction of a mathematical error made in the SEF177 8

margins calculations for TFQ.

6.7.6. Zhejlang Kingland

Export price

charges

Normal value :
Normal values were established i yrafice with 5.269TAC(2)(c) of the Act
ighted average cost to make and sell
, by finish, and an amount for profit

eight. A positive adjustment of 8% was made to
gre residual export VAT expense that is incurred
not domestic sales. A further positive adjustment

to ensufe the normal value is properly comparable to export price. Zhejiang
Kingland has calculated the downward adjustment with reference to evidence
it supplied during the exporter verification visit that detaiis the actual and
theoretical weights of the exported goods over the investigation period.

Zhejiang Kingland also submitted that a downward adjustment to normal
value for domestic inventory carrying costs was warranted. It submitted that |
Customs and Border Protection gave no particular reason for denying the

51 Zhejiang Kingland submission of 14 May 2012, p. 16
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claim other than to say that it did not consider that sufficient information about
the nature of the claim was available. In its response to SEF177, Zhejiang
Kingland submitted that the inventory carrying cost was an opportunity cost
for the domestic sales, but not for the export sales. However, Zhejiang
Kingland has not submitted evidence to establish the inventory carrying costs
associated with export sales. While it may be that the exported goods are not
held in inventory for the same period as domestic sales, Customs and Border
~ Protection cannot accept that the inventory carrying costs (opportunity costs)
attached to export sales were zero. Zhejiang Kingland has not provided a
basis to measure the difference in inventory carrying costs, if any, and it has
not demonstrated that any such difference affects the price comparigon

Protection has made no adjustment for inventory carry costs
the normal value for Zhejiang Kingland.,

Dumping margin

The dumping margin for Zhejiang Kingland was e
with s.269TACB(2)(a) of the Act, by comparing
export prices over the whole of the investigati
average of corresponding normal values over
final dumping margin for Zhejiang Kingland is 10.

eoretical weight differences to ensure
mpared with constructed normal values.

kie's quarterly weighted average export invoice prices, by model,
excluding any part of that price that relates to post-exportation charges.

Normal value

Normal values were established in accordance with s.269TAC(1) of the Act

using Kukje's quarterly weighted average domestic invoice prices for like

goods, by model, where those sales were in the ordinary course of trade.

Negative adjustments were made in relation to domestic credit, freight and

commissions. Positive adjustments were made in relation to export freight, |
handling expenses and bank charges. Where appropriate, a positive |
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adjustment was also made in relation to painting.
Dumping margin

The dumping margin for Kukje 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 values over the whole of that period. The dumping
margin for Kukje is 3.2%.

ATM submission

Following the publication of the Kukje visit report on the Public §
has submitted52 various views in relation to the approach applic®j
calculating Kukje's dumping margin.

These included ATM's submissions that:

o that non-structural HSS produced by Ku
description and should be included in
assessment;

¢ the adjustment for export frelght does not r
with different shipment ports; i

¢ the reliability of Kukje's HROS sts are gquestionable due to difficulties

» level;
gidjustment for physical
Tor all of the costs associated

¢ the methodology appli
differences (painting) doe
with making painged pipe; a
® COMMIssion on '
Kukje's norj

matters raised in its submission have been
to warrant amendments to the approach to
margin outlined above or within that exporter's

geubmission in response to SEF177,53 Orrcon provided details of recent
glian market offers for HSS exported by Korean exporters and

Red deductive calculations of these offers that raised ‘questions as to
how these offers were possible in light of recommended securities'.54

Orrcon submitted that it ‘strongly feels that the Korean market needs further
investigation’ in light of this information.

52 ATM submission of 30 April 2012
53 Orrcon submission of 14 May 2012
54 Making reference to the 3.2% dumping margin calculated for Kukje in SEF177.
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Firstly, Customs and Border Protection notes that it conducted a detailed
verification of Korean exporter data with Kukje, including reconciliation of cost
to make and sell information to audited accounts (as discussed within Kukje's
exporter visit report), and is satisfied with the veracity of the data used to
determine the dumping margin for that company.

However, Customs and Border Protection has reviewed Orrcon's information
and calculations in any case, and notes that it contains several assumptions
in relation to Korean exporters and Australian importation costs. These
calculations have been re-assessed based on verified information gathered
for Kukje, and this re-evaluation does not cause Customs and Bord
Protection to consider that further investigations of the Korean m
warranted.

are

6.9. Dumping margins for selected cooperating e

Malaysia
6.9.1. Alpine
Export price

Export prices were established in accordance wit 69TAB(1)(a) of the Act,
using Alpine’s quarterly weighted avesspp-export inve§

Normal values were established in'Qg ce with s.269TAC(1) of the Act
using Alpine’s quarterl pge domestic invoice prices for like
goods, by model, whg

Negative adjustyy

relation to domestic credit, freight,

g costs. Positive adjustments were made
2 FOB charges, container stuffing,

surance and inventory carrying costs. Where
stment was also made in relation to painting and

S@.UMping margin for Alpine was established in accordance with

§CB(2)a) of the Act, by comparing the weighted average of export
prices aver the whole of the investigation period with the weighted average of
corresponding normal values over the whole of that period. The dumping
margin for Alpine is 3.0%.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 64




i""m;;ﬁﬁ; ............ |
| File210 |

Alpine submissions

Following the verification visit, Alpine has submitted55 (among other things)
that:

1. the date of sale for domestic transactions is ‘the most appropriate date’;

2. a‘'tolerance’ for differences in actual (domestic) vs theoretical (export)
weight sales should be applied; and

3. the production tonne denominators used by Customs and Border
Protection to apportion costs to make should be altered to take account
for costs incurred in producing different categories of products.

Customs and Border Protection has assessed matters 1 and 2
that, importantly, these claims were not clearly made by Alpine
verification (allowing for proper consideration, collection and/or ve
necessary data). Customs and Border Protection theref i
necessary information to perform these amendmentsgs n
Border Protection's possession in any case, notingh

fferent Understandings
ction tonnes in a

In relation to matter 3, Alpine has submitted va
of how costs should be apportioned by different p
different manner to that outlined in thgs
has failed to provide data to clearly antify how this can be performed
reasonably. 3 ¢

atter to be reasonable in the
a result of these submissions.

e Alpine visit report on the Public Record, ATM
Brs in relation to the approach applied in
fing margin.sé

's claims that:

e selling price of Alpine's scrap and downgrade should have been
“adequately benchmarked” to check for consistency with market
ices;
» the approaches taken to adjust for physical differences (painting and
galvanising) were inadequate;
» despite the findings of the Alpine visit report, Alpine continues to
receive rebates from a HRC supplier;
Alpine’s data should generally be considered as not reliable;
sales commission should be included in Alpine’s costs as selling

55 Alpine, Alpine Pipe Manufacturing Sdn Bhd Exporter Visit Report
56 ATM submission of 27 May 2012 and ATM submission of 14 May 2012
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expenses and not excluded; and

s there are differences in price and cost between exported HSS from
Alpine that is made to C350, C350L0 and C450 grades, as well as
differences in costs and selling prices of HSS produced to different
standards (e.g. AS1163 vs less stringent domestic standards) and this
should be accounted for in Alpine's dumping calculations,

ATM's comments in relation to all matters raised in its submission have been
evaluated. It is considered that all matters raised by ATM do not warrant
amendments to the approach to calculating Alpine’s dumping margin outlined -
above or within that exporter's exporter visit report, except for the isglie of
differences in prices and costs between specifications and grade

This matter is discussed separately at Section 6.6 of this report.

6.10. Dumping margins for selected cooper
Taiwan

6.10.1. Shin Yang
Export price

charges
Normal value

Normal values werg ordance with s.269TAC(1) of the Act
using Shin Yang s i average domestic invoice prices for like
goods, by mod8 es were in the ordinary course of trade. In
M icted normal values (including an amount for

ce with $.269TAC(2)(c) of the Act. A negative
elation to domestic inland freight. Positive
de in relation to export inland freight, commissions,

g margin

The ping margin for Shin Yang was established in accordance with
8.269TACB(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 dumping
margin for Shin Yang is 2.8%.

ATM submission

Following the publication of the Shin Yang visit report on the Public Record,
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ATM has submitted5” various matters in relation to the approach applied in
calculating Shin Yang's dumping margin.
These included ATM's claims that:
downgrade pipes should not be included in normal value calculations;
the insurance payout for flood damaged pipe should be treated as a
revenue item rather than an expense item;
¢ scrap revenue should have been compared with market prices to
ensure that it is representative of market prices; and
e an upwards adjustment should be made to the normal value {g account

for the different lengths of pipe sold domestically and exp
Australia.

calculating Shin Yang's dumping margin outlined ab
exporter's visit report. .

6.10.2. Ta Fong
Export price

Export prices were established in g "EEE:-”' with s.2 9TAB(1 )(a) of the Act,
using Ta Fong's quarterly weightedgiaverage effport invoice prices, by model,
excluding any part of that pric % '

Normal value

rdance with s.269TAC(1) of the Act
verage domestic invoice prices for like

g es were in the ordinary course of trade.
¥ were @pade in relation to domestic credit and freight.
) r i

Normal values Wel g
using Ta Fong'
goods by modt

ping margin for Ta Fong was established in accordance with
S. ACB(2)a) of the Act, by comparing the weighted average of export
priceS@gyer the whole of the investigation period with the weighted average of
corresponding normal values over the whole of that period. The dumping
margin for Ta Fong is 2.4%.

6.11. Dumping margins for selected cooperating exporters -
Thailand

As discussed in Section 6.2.2 above, Customs and Border Protection
classified the following Thai exporters as ‘selected cooperating exporters’

57 ATM submission of 27 April 2012
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from Thailand during the investigation:

e Pacific;
e Saha; and
¢ Samchai.

Customs and Border Protection received necessary data from these
exporters (and undertook verification of this data with Pacific and Saha) and
calculated individual dumping margins for these exporters.

As a result of these investigations, Customs and Border Protection
that some HSS exported to Australia from Thailand during the in
period was dumped, but the volume of dumped goods was ne
Customs and Border Protection has terminated the dumping in
insofar as it relates to Thailand (see Section 1.2.7 above).

6.12. Dumping margins for selected non
exporters ;

Selected non-cooperating exporters of HSS gl pri

Shandong Fubo;
Tianjin Jinshengde;
Zibo Fubo;

Zibo Litong;

Dae Myung ;
Jinbang;
Steelpia;
Yulchon;
Southern S

China, Korea, Malaysia and Taiwan
perating exporters.

6.12.1.

Protection examined and considered a range of options
price for selected non-cooperating exporters, including:

xport price data from the Customs and Border Protection commercial
database;

xport price data from importer visits where that data related to

ports from the selected non-cooperating exporters;

+ export price data from ATM's application; and

+ export price data from the selected cooperating exporters.

The import data contained on the Customs and Border Protection commercial
database does not clearly and consistently differentiate the separate finishes
of HSS, or indeed whether the imported goods are HSS at all. This means
that unit export prices derived from that data are a function of the product mix,
and therefore not a reliable basis for calculating export price by finish.

The export price data verified in importer visits does not include broad and
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detailed coverage of the goods exported by the selected non-cooperating
exporters. Rather, that data pertains mainly to the exports of selected
cooperating exporters. While it may be possible to identify small volumes of
the goods exported by some of the selected non-cooperating exporters, this
would represent only a small proportion of the total volume of HSS exported
by those exporters.

Export prices submitted in the application for a dumping duty notice and a
countervailing duty notice were not segregated into separate finishes. Like
the data contained in the commercial database, this source of export price
information is also affected by product mix, and precludes accurate _
assessment of export price by finish.

Customs and Border Protection considers the most directly rel N
therefore best information available would be the export price data
and verified in relation to the selected cooperating expo 35

After having regard to all relevant information, expg
non-cooperating exporters were established in gff
of the Act. :

Specifically, in the cases of China and Taiwan (fok@

selected cooperating exporters), Cusig ;
lowest weighted average export prif for the entire inv
the selected cooperating exportersgby finish, ! _
that relates to post-exportatio s,

lowest quarterly weight
exporter in the inveglis a measure of weighted average export

riod), by finish, excluding any part of that

Bion notes that selected non-cooperating
‘aliable information on export price.

cted non-cooperating exporters specified above, other

s and Border Protection, and did not respond to the Exporter
jonnaire. In this context it cannot be assumed, and there is no

ble basis to find, that the export prices of the selected cooperating
exporters were any higher than those determined in the approaches
described above. :

6.12.2. Normal value -

Customs and Border Protection examined and considered a range of options
for determining normal value for selected non-cooperating exporters,
including:

» normal value data from the application; and
« normal value data from the selected cooperating exporters.
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The normal values submitted in the application in relation to China, Korea,
Malaysia and Taiwan were based on constructions, using Japanese domestic
HRC prices, and estimated conversion costs, selling general and
administrative expenses, and amounts for profit. However, Customs and
Border Protection amended the normal values as submitted in the application
in relation to China, Korea, Malaysia and Taiwan when considering the
dumping allegations for initiation.

While these amended normal values were found by Customs and Border
Protection to be suitable for initiation purposes, Customs and Borde

Dumping and Subsidy Manual (the Dumping and Subsidy Man
43, Customs and Border Protection considers that where there an
cooperating and non-cooperating exporters, the most di
therefore best information would be that obtained frofatho

After having regard to all relevant information,
non-cooperating exporters were established
of the Act.

Specifically, in the cases of China a

investigation period from the sele g exporters, by finish.
In the cases of Korea and Mala nd Border Protection used the
highest quarterly weighjed average al value from the selected

cooperating exporter in
average normal vg :

period (as a measure of weighted
investigation period), by finish.

Customs an -9 RonYotes that selected non-cooperating

o0 non-cooperating exporters specified above, other
ting exporters did not make themselves known to
Protection, and did not respond to the Exporter

6.12.3. Dumping margins

The dumping margins for selected non-cooperating exporters from China,
Korea, Malaysia, and Taiwan were 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

58 Available online at http://www.customs qov.ay/site/page5719.asp
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corresponding normal values over the whole of that period. The dumping
margin for selected non-cooperating exporters for each country is shown in
the table below:

Dumping margins for selected non-cooperating exporters

China 57.1%
Korea 8.9%
Malaysia 20.0%
Taiwan 5.3%
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7.1. Findings

Customs and Border Protection has made a finding that countervailable
subsidies have been received in respect of HSS exported to Australia from
China during the investigation period.

7.2. Investigated programs

7.2.1. Original 20 programs

In its application, ATM submitted that Chinese producers of the
benefited from a range of countervailable subsidies during the |
period.

In support of these allegations, ATM relied on:

o the final determination of the Canada Bq
in its 2008 subsidy investigation in res
(CSWP) from China; and

¢ the 2010 findings of Customs and Border ection from its
investigation into certain alum)jg
from China (the findings of wi ch are W|th|n Trade Measures Report
No.148 (REP148)). -

¢ the Canadian su
appllcatlon

, the application included ‘Business Credit Reports’ completed in 2011
mpanies that the Applicant believes are exporters of HSS to
Australia.

The Applicant highlighted that these reports show that three of these
companies have previously been provided with awards and grants, and notes
the tax paid by two companles appears to be significantly below the general
taxation rate levied in China.

59 As CSWP is a sub-category of the HSS covered by this application.
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The application also noted these reports indicate that a further company has
relocated to a ‘high technology investment zone', which the Applicant
submitted provides income tax reductions and other financial incentives to
businesses located in the zone.

Following consideration of ATM's claims, Customs and Border Protection
initiated investigations into 20 programs (Programs 1 — 20), for which it
considered the application contained reasonable grounds for publication of a
countervailing duty notice in relation to HSS exported to Australia.

Of these 18 programs had previously been found to be countervailable
subsidy programs in relation to aluminium extrusions from China (sgg
REP148).

To assess these programs further in relation to HSS, Customs 2
Protection included questions relating to each program in the Gove
Questionnaire (GQ), which was forwarded to the GOC.
A response to the GQ was received from the GOC o

Following receipt of the GQ, Customs and Bor ed the
GOC a Supplementary Government Questio
information in relation to the assessment of all s of a particular market
situation in the Chinese HSS market (see Appen ), and the assessment
of whether HRC and/or narrow strip g ing stateYyested enterprises
(SIEs) are ‘public bodies’ for the puffoses of assessing Program 20 (refer
Appendix B) :

7.2.2. Programs 21— 34

Custom3agd Border Protection to a selected
cooperating ChinesgexpOggr, 14 other potentially countervailable subsidy

th this exporter, Customs and Border Protection
bn available established reasonable grounds for
alling duty notice for these programs.

rams further, Customs and Border Protection sent the
Se upplementary Government Questionnaire (SSGQ) to pose
s and ask for documentation in relation to these new potential

The G provided a response to the SSGQ on 4 April 2012.
7.2.3. Program 35

As a result of its investigations with a selected cooperating exporter, Customs
and Border Protection found evidence that benefits were received by this
exporter under an additional subsidy program (Program 35).

The selected cooperating exporters’ initial response to the Exporter
Questionnaire indicated that the benefit received under this program may
have been received under Program 10. However, investigations with the
exporter indicate this program is in fact a separate program.

REP177: HSS China, Korea, Malaysia, Talwan and Thailand 73




Public
File 201

This assessment came to light after forwarding the GOC the SSGQ, and
hence Customs and Border Protection did not pose questions in relation to
this program to the GOC in the SSGQ.

7.3. Summary of countervailable programs

After assessing all relevant information available, Customs and Border
Protection has found that countervailable subsidies have been received in
respect of HSS exported to Australia from China, under 28 subsidy programs.

table.
Program
Program 1: Preferential Tax Policies for Enterprises with Fofal
Investment Established in the Coastal Economic Open ggea
Economic and Technological Development Zones
Program 2: One-time Awards fo Enterprises Whos
Qualify for ‘Well-Known Trademarks of China’ and °
Brands of China’
Program 3: Provincial Scientific Developmgaiklan Fund No
Program 4: Export Brand Development J# ' No
Program 5: Matching Funds for Interna Jinal Markejg, Yeos
Development for Small and Mediugg Ent@iorises _ §
Program 6: Superstar Enterprise G . " . Yes
Program 7: Research & Development 2D ) messtance Grant Yes
Program 8: Patent Award g uangdong i Yes
Program 9: Training Prog ar Rural Surpiis Labour Force No
Transfer Employment ) :
Program 10: Prefg hadPr Foreign Invested
Enterprises— Redu for Productive Foreign Invested Yes
‘ for a period of not less than 10
2| THPPolicies for Enterprises with Foreign
tablishe@in Special Economic Zones (excluding Yes
p: Pra ial Tax Policies for Enterprises with Foreign Yos
t Established in Pudong area of Shanghai
13: Preferential Tax Policies in the Western Regions Yes
Weu14: Tariff and value-added tax (VAT) Exemptions on Y
ImportedWaterials and Equipments es
Program 15: Innovative Experimental Enterprise Grant Yes
Program 16: Special Support Fund for Non State-Owned Yeos
Enterprises
Program 17: Venture Investment Fund of Hi-Tech Industry Yes
Program 18: Grants for Encouraging the Establishment of
Headquarters and Regional Headquarters with Foreign Yes
Investment.
Program 19: Grant for key enterprises in equipment Yes
manufacturing industry of Zhongshan
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Countervailable in
Program relation to HSS
(Yes/No)
Program 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 Pubtic Listing Grant Yes
Program 24: Huzhou City Freight Assistance No
Program 25: Wuxing District Patent Fee Assistance o)
Program 26: Zhejiang Industry New Product or Technology N
Award
YoNjiig#red to
. . cte
Program 27: Huzhou City Quality Award coop 4
ax r)
Program 28: Huzhou Industry Enterprise Transformatiogg os
Upgrade Development Fund '
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 Assistangies Yes
Program 33: City Level Patent Model Eng# No
i Yes (limited to one
Program 34: Balidian Town Public c:{?:aee?;ﬁ‘g
il exporter)
Program 35: Preferential T. Policies fo h and New Yeos
Technology Enterprises
7.4. Subs

7.4.1. - g exporters

PMMection has determined that the selected cooperating
ancial contributions in respect of the goods that

nder certain programs.

) ﬁ agfftr-specific subsidy margins have been calculated for each selected
coommrating exporter with reference to the specific programs that conferred a
‘ each exporter.

This assessment was made with reference to the data supplied by each
selected cooperating exporter in this investigation in their response to the
exporter questionnaire.

7.4.2. Selected non-cooperating exporters

In the GQ and SSGQ, Customs and Border Protection requested that the
GOC list all Chinese HSS producers and/or exporters that have produced
and/or exported HSS destined for Australia during the investigation period
that applied for, accrued, or received benefits under Programs 1 — 34.
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In its responses to the GQ and SSGQ, the GOC did not provide this
information completely, limiting its response to the ‘respondents’ or
‘respondent enterprises’ in the GQ, and apparently limiting its response in the
SSGQ to the selected cooperating exporter already identified by Customs
and Border Protection to have received those programs addressed in the
SSGQ.

Customs and Border Protection also requested from the GOC information as
to the location of all Chinese HSS exporters to Australia. This was not
provided by the GOC.

In the absence of relevant information to identify enterprises th
received financial contributions under each of the investigated
programs, Customs and Border Protection has had regard to the
relevant facts and determines that non-cooperating expegers have r
financial contributions that have conferred a benefit e programsYound
to be countervailable in relation to HSS.%°

7.4.3. Final margins

Customs and Border Protection has calculated t lowing subsidy margins
for each selected cooperating exportegdadividuaily for selected non-
cooperating exporters collectively:

Negligible
2.2%
7.9%

54.8%

Protection’s findings in relation to each investigated
e method of calculation of subsidy margins} are outlined

2Iculation of subsidy margins for each selected cooperating and
non-cooperating exporter is at Confidential Attachment 2.

7.4.4. Termination of countervailing investigation — certain exporters
S.269TDA(2) requires that Customs and Border Protection must terminate a

countervailing investigation in relation to an exporter if countervailable
subsidisation for that exporter is determined to be negligible.

60 |t was found that two countervailable subsidy programs (Program 27 - Huzhou City Quality Award
and Program 34 - Balidian Town Public Listing Award) were not countervailable in relation to selected
non-cooperating exporters.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 76




In relation to goods exported from China (a developing country),
countervailable subsidisation is negligible if, when expressed as a percentage
of the export price of the goods, 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
has been found to be negligible.

In a submission in response to SEF177.5'ATM submitted that Customs and
Border Protection should not terminate its investigation in respect of Qingdao
Xiangxing as the exporter was not visited by Customs and Border,
and it cannot be verified that the exporter did not receive benefj
programs not referenced in its exporter questionnaire response:

ATM considers that the subsidy margin for Qingdao Xia
the average subsidy margin of the selected coopera i
minimum (and not only those subsidy programs it
to the exporter questionnaire).

It is noted that the exporter questionnaire requ pecific ifformation in
relation to investigated programs 1-20 (the origin programs), as well as
whether any other programs were reg
cooperating exporters were not asi Q specifically whether they received
benefits under investigated prograrge "
Protection commenced investi@itiotjnto follgiting a verification visit with
one selected cooperating expo -

In its response to the e er questi

ditiongh program further to those alleged
Jues inal programs 1-20), including identifying
receipt of an PCRE | d to be the alleged programs 21 — 34.
Q Customs and Border Protection examined the
ingWo Xiangxing in its exporter questionnaire, and found
le and without material deficiency. Customs and Border
tests of the data submitted for completeness, relevance

pracy. toms and Border Protection therefore relied upon this data
Mating dumping and subsidy margins for Qingdao Xiangxing.

In thaWa circumstances, noting Qingdao Xiangxing's declaration in the
exporter questionnaire response that it did not receive benefit from the GOC
under any subsidy program not specifically listed in the exporter
questionnaire, Customs and Border Protection consider there is sufficient
evidence to conclude that no such program was in fact received in the
investigation period.

In light of the above, Customs and Border Protection terminated the

61 ATM submission of 14 May 2012 — OneSteel ATM response to Statement of Essential Facts No 177,
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countervailing investigation into Huludao and Qingdao Xiangxing on 5 June
2012.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 78




Public

]
H
File 196 |

8.1. Findings

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

price suppression;

price depression;

decreased sales volume; and
lost profit and profitability.

The causes of this Injury are discussed in Chapter 9 of this rép Rd

8.2. Introduction

this investigation.

The analysis of injury to the Australia ginghistry is b
information from ATM and Orrcon (@St reports available on the Public
Record). The remaining two Austragan industg members — ITM and

OneSteel Oil & Gas Pipe did pamsci ' i

Comprehensive sales data submi
ATM included sales of from so
and B

other than ATM's own production.
er Protection was able to obtain sales
t from OneSteel Oil & Gas. This data

er Protection in estimating the size of

¥ investigation period has not been included in the
sis in this chapter. ITM has not provided Customs and
h any information regarding its sales volumes, while
ial s sions estimating ITM’s sales volume during the

Wation period have varied considerably.

As th@ligvestigation period was ITM's first full year of operation, it is unlikely
that ITNTs production and sales data would materially alter the assessment of
the economic condition of the Australian HSS industry (which is based on the
other three producers) in any case.

It is estimated that ATM and Orrcon collectively represent approximately 08
percent of the volume of sales made by Australian manufacturers in the
investigation period.

8.3. Approach to injury analysis

The ATM and Orrcon economic data discussed in this section relates to
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domestic sales of like goods produced in Australia. Summaries of data on
which these assessments are based are at Confidential Attachments 3

and 4.

ATM and Orrcon provided economic data (displayed by quarter) for the entire
injury analysis period. ATM provided cost and sales data at the level of each
finish they manufacture. Orrcon provided cost data at the aggregate level for
all finishes, but sales data at individual finish levels. Analysis of profit and
profitability has been assessed at the aggregate finish level for Orrcon and at
the individual finish level for ATM.

For the purposes of the price undercutting analysis, sales have b
analysed by finish.

Export sales and sales of imported HSS by Orrcon and ATM wereQgclude
from the analysis.

Sales of Orrcon’s imported HSS have been inclu
sales. ATM's sales of imported HSS were not i
undercutting analysis as they were from cou
investigation.

Financial year 2011 sales volume angge
data was verified by Customs and
was collated and analysed for purpgses of thefd
eddy the prigh undercutting analysis
tWkizoadft volume (from the five
ination) included in Customs and Border

iders that, as this sales data represents
a1 IWorts for the FY2011, it allows a reasonably
W asis for an assessment of price relationships in

B that Customs and Border Protection should exclude Australian

dustry’s sales of downgrade pipe from material injury
considerations.

e That ATM's treatment of downgrade pipe as a distinct product
category is an attempt to accentuate price undercutting.

The chart at 8.5.1 displays ATM's average unit CTMS and sales price for all
finishes of HSS, including downgrade. When downgrade pipe is excluded
from the analysis, the relationship between unit CTMS and sales price follows
the same trend with the resulting graph almost identical to the graph below.
The inclusion of downgrade pipe for the purposes of determining price
depression and suppression does not materially alter any results.
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As discussed in 9.6.2, Customs and Border Protection’s price undercutting
analysis “covered sales of black, painted, pre-gal and HDG finishes over the
investigation period.” Australian Industry's sales of downgrade pipe were not
compared to sales of imported HSS in black, painted, pre-gal or HDG finishes
for the purposes of the price undercutting analysis.

8.5. Price depression and suppression

Price depression occurs when a company, for some reason, lowers its prices.
Price suppression occurs when price increases, which would otherwise have
occurred, have been prevented.

Orrcon and ATM have claimed that they have had to lower thei
compete with the prices of imported HSS and that their prices h

imported HSS.
8.5.1. ATM sales revenue and CTMS

The following graph iflustrates ATMs unit sellf ricgfnd U TMS for all
finishes of HSS.

ATM unit CTMS and sales price - all finishes

= Unit cost 10
make and
sell

«fl={nit sales
price

FY2009 FY2010 FY2011

ve chart displays that, when considered as a weighted average over
shes, the unit selling prices for ATM were slightly higher than its unit
CT r FY2008, before falling below unit CTMS in FY2009. In FY2010, unit
selling prices recovered to be slightly above unit CTMS {though both fell that
year), prior to prices falling below unit CTMS in FY2011, when prices were
unable to increase in line with rising unit CTMS.

Customs and Border Protection examined unit prices and CTMS separately
for each finish, with this analysis showing:

e painted HSS - the trend for CTMS and sales mirrored the above graph;
e black HSS - the unit CTMS was higher than the unit sales price in
FY2008, sales prices increased in FY2009 and were higher than unit
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CTMS for FY2009 and FY2010. In FY2011 CTMS remained relatively
steady but the sales prices decreased below CTMS;

e unit selling prices for in-line galvanised HSS were steadily above unit
CTMS for FY2008 — FY2010, before falling to be only slightly above
unit CTMS in FY2011 (when unit CTMS increased and unit sales
prices fell);

« HDG HSS - sales price was above CTMS in FY2008, but CTMS
increased sharply in FY2009 and unit prices only slightly increased to
remain at a level below CTMS from FY2009 — FY2011; and

o downgrade HSS — unit selling prices for downgrade HSS were
consistently below unit CTMS over the four year period.

8.5.2. Orrcon sales revenue and CTMS

Orrcon's economic data was only provided at the aggregate level Il
finishes and their unit sales price and CTMS is displayeﬂlicha |

_h

Orrcon unit sales price and CTMS - all finishes

—g—= Unitcostto make and

A—‘:‘ sell {$/T)

- Jnitsales revenue

($/T)

FY 2008 FY 2009 FY 2010 Fy 2011

v

. when considered as a weighted average over
prices for Orrcon were slightly lower than its unit

fore rising above unit CTMS in FY2009. In FY2010, unit

d above unit CTMS (though both fell that year), prior to

ling unit CTMS in FY2011, when prices were unable to

£ in line with rising unit CTMS.

8.6.9 Volume effects

Customs and Border Protection updated the Australian HSS market volume
estimates in ATM's application with ATM and Orrcon'’s verified sales data.

The import volume estimates provided in ATM's application were compared
to import volume data in Customs and Border Protection’s own database and
sales volumes provided in the Exporter and Australian industry
Questionnaires for FY2011.

This established that the import volume estimates provided in the application
are a reasonable indication of export volumes to Australia from the countries
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under consideration (China, Korea, Malaysia, Taiwan and Thailand) and other
remaining countries (not the subject of this investigation) over the injury
analysis period.

8.6.1. Sales Volume

ATM claimed that it experienced a loss of sales volume. Australian industry’s
sales volume over the injury analysis period is displayed on the below chart.

Market Volume

~—4=—Total Market for HSS

S~ y

—de= Total Australian
Industry

v‘ == Total Countries Under

= ’ ., Consideration
—
B - ‘. il —— Total Other Countries
Fy2008 FY2009 FY2010 FY2011

s stry’s sales of domestically
009 before recovering in FY2010to a
®08. In FY2011 sales volume again

The analysis of this chart shows 7
manufactured HSS decggased in F
level below the volume
decreased.

Volume of sgles g sm¥he countries/region under consideration

bn that experienced by Australian industry, with a
Y2009 followed be an almost equivalent

FY2011 saw sales of imports from the countries/region

f sales of imported HSS from countries not under consideration
countries) increased in FY2009 before declining in FY2010 to a low
poi r the injury analysis period. FY2011 saw an increase in sales volume,

repres@ting an overall increase In sales volume over the four-year injury
analysis period.

8.7. Loss of market share

The chart below illustrates market share for Australian industry, imports from
the investigated countries/region and imports from other countries, in relation
to all finishes of HSS.
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Market Share

B Other countries

M Total Countries
Under Consideration

M Total Australian
Industry

FY2008 FY2009 FY2010 FY2011

The above chart displays that Australian indus
FY2009 before recovering in FY2010to a lev
share and remaining relatively steady in FY20

The market share for the countries/raglilily

FY2009, before declining in both F§ 010 and Y201 1.

The following p ili alysis is related to verified data from
Orrcon and AT i rts depict movements in total profits and
; W\ over the injury analysis period

ATM total profitand profitability

M

Fy2008 FY1010

P rofitability

=t Profit

|

The above shows that ATM's profit and profitability were positive in the first
year of the injury analysis period (FY2008), before falling to a position of
being unprofitable in FY2009. ATM recovered to a position of profitability
(though lower than FY2008) in FY2010. The investigation period shows a
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significant reduction in profit and profitability with both measures reaching the
jowest point for the injury analysis period.

Orrcon total profit and profitability

1 L Profitability

- == Profit

FY 2008 FY 2009 FY 2010 FY 2011

The data submitted by Orrcon shows that it w

was profitable in FY2009 and FY2010. Durindgge |
FY2011, profit and profitability decreased signi
unprofitable in FY2011.

8.9. Other economic fac

Customs and Border Protecti
factors that was provided by A

ed in FY2009 from FY2008 then fell in FY2010

FY2011;

¥ in the production of HSS increased significantly in

YZ007 but has declined from FY2009 to FY2011,

ent for the production of HSS has been declining since

continued to decline sharply in FY2010 and FY2011,

ere has been no expenditure on R&D of HSS after FY2006;

capacity utilisation of HSS declined from FY2007 to FY2009, then

creased in FY2010 and decreased again in FY2011;

e number of workers associated with the production of HSS
employed declined sharply in FY2009 compared to FY2008 and
continued to decline in FY2010 and FY2011; and

e productivity significantly decreased in FY2009 from FY2008 then
recovered in FY2010 and again decreased in FY2011.

8.9.2. Orrcon

In respect of the data presented on other relevant economic factors for the
period July 2007 to June 2011, Customs and Border Protection has noted:
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o net sales revenue generated from Orrcon's sales of domestically
produced HSS increased each year from July 2007 to June 2010
before decreasing in FY2011.

e actual production of HSS by Orrcon increased during FY2008,
decreased in FY2009, increased in FY2010 before decreasing in
FY2011.

Customs and Border Protection concludes that these findings do not detract
from the assessment of injury that is based on the price, volume and profit
factors above.
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9.1. Findings

Customs and Border Protection has made a 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.

9.2. Introduction

In the case of concurrent dumping and subsidisation, where it is
that the exported goods are both dumped and subsidised, ther
quantify separately how much of the injury being suffered is th
dumping or subsidisation. Customs and Border Protection has ex
whether the exports of HSS to Australia, at dumped an

In this case, for China, the substitution of benc
costs in constructed normal values, and the
narrow strip costs for subsidy Program 20 (see
assessment of dumping margins and subsidy ma
element of averlap, or double-count. extent t
degrees for each exporter, or grou f exporters, Customs and Border
Protection has ensured that any sulh overla double count has been
removed before taking accour@gf t dumping marginé? and the
particulars of the countervailabl b n assessing whether dumping
and subsidisation has caused mat

injury.

Further discussion g oval ofgny overlap or double-count of dumping
- e recommended measures, is contained

Pra&tection found that all HSS exported to Australia from
ia and Taiwan in the investigation period was dumped,

hs and Border Protection has found that during the investigation
the volume of dumped imports from China, Korea, Malaysia and
TaiwaWepresented approximately two-thirds of the total Australian HSS
import volume or greater than one-quarter of the Australian HSS market.

9.4. Subsidy
Customs and Border Protection has established that HSS exported from

82 | the case of HSS exported to Australia from China.
63 5. 269TAE(1)(aa)
84 5. 269TAE(1)ab)
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China were subsidised during the investigation period. The subsidy margins
ranged from 2.2% to 54.8%.%5

9.5. Cumulation of injury

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

e 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 considers that the conditions m on
between imported and domestically produced HSS are similar, a
domestically-produced HSS can be directly substituted yith import

Data submitted to Customs and Border Protection 8!
of HSS have imported the same finish of HSS frg@at |
countries/region subject to the investigation. T indi products
are used by the same or similar customers.

d Borde tection considers that
e Boods (inclulhg having similar end-
rkets). The conditions of competition are
tive effect of the dumped

As discussed in Section 3.46, Custo
domestically produced HSS is like
uses, and competing in the same
such that it is appropriate to sid
imports from China, Korea, Ma

Custor® and Border Protection compared the weighted average monthly
selling prices of Australian industry, individual importers and an aggregate of
importers. The analysis covered sales of black, painted, pre-gal and HDG
finishes over the investigation period.

The price undercutting analysis was also conducted for each country,

65 Excluding Huludao and Qingdao Xiangxing, which had nil or negligible subsidy margins.

66 After remaving any element of overlap or double-count from using HRC benchmarks in constructed
normal value and assessment of subsidy Program 20.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 88




Public
File 186

..............................................

aggregating the total sales of HSS for each finish for that country and
comparing the weighted average price per month to the weighted average
price of sales of domestically produced HSS by the Australian industry.
The price undercutting analysis reveals the following:

o Australian industry's prices for all finishes were consistently undercut
by the prices of imported HSS over the investigation period, whether
considered at the level of individual importer data or aggregate of
importer data.

e The margins at which Australian industry’s prices were undercut (at the
aggregate importer level) were: :

Black 5% - 25%
Painted 4% - 18%
Pre Gal 1% -21%
HDG 19% - 46%

o The prices of imported HSS were consiste
industry's HSS prices for each country,
prices of imported HSS were higher t
certain combinations of country, finish a

f ro’ is

To obtain a more accurate, thougharrower, ¥
undercutting, Customs and Boggler | otection §
different suppliers to major dua R CUs)

the investigation period, provided by
d Border Protection compared

Using verified sales tr
ATM, Orrcon anq import

Bver the investigation period, the four major

custo ¥ consistently purchasing HSS from Australian
indust higher weighted average monthly prices than the HSS
t e from imported sources.

ary, during the investigation period prices of imported HSS from
C . Korea, Malaysia, Taiwan and Thailand consistently undercut
AustMilian industry’s selling prices.

9.6.2. Price depression and suppression

ATM and Orrcon have claimed that they had to reduce prices as a direct
result of price pressure from the imported product from China, Korea,
Malaysia, Taiwan and Thailand.

In addition to the price undercutting analysis discussed above, Customs and
Border Protection notes the following relevant evidence that HSS exported
from China, Korea, Malaysia, Taiwan and Thailand to Australia in the injury
analysis period appeared to have exerted direct price pressure on the
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Australian industry.

1. Copies of Orrcon’s monthly Import Parity Price (1PP) List — monthly
price offering for certain products, taking into consideration price offers
of imported HSS.

2. Copies of ATM's monthly Oztube and Ozrail price lists based on import
parity pricing.

3. Market intelligence from ATM showing market price offers of imported
HSS, demonstrated by emails showing formal price offers from HSS
importers and internal emails recording verbal offers. it could be seen
that the imported HSS prices were lower than the prices offergd by
Australian industry in the same time period {(and indeed ov. e entire
investigation period).

price transparency and sensitivity in the Australian HS
context, It is reasonable to expect that Australian indygt

of, and influenced by, competitors’ prices when d i
could achieve in the Australian market.

Using information provided by ATM and Orrco
Customs and Border Protection has compared th
monthly Import Parity Price (IPP) withe prices O
similar time period. Y 4

The data shows that ATM's a
prices closely tracked monthly p
countries/region the subject of the
claim made by Australigindustry th
pricing from Australgg actur

ported from the
stigation. This evidence supports the
port prices were used to Jever parity

Having regard 18 - o SWcussed above, Customs and Border
Protection ide dumping and subsidisation has afforded
importers the I HSS in Australia at prices significantly lower
woWl have been in the investigation period. This has

e pressure on the Australian industry, causing ATM and
es to maintain volume.

pressures from dumped and subsidised®’HSS have also prevented,
ignificant degree, the Australian industry from increasing prices in line
asing costs. .

Accordingly, Customs and Border Protection finds that the dumping and
subsidisation has caused the Australia HSS industry to experience price
depression and price suppression in the investigation period.

67 |n the case of HSS exported to Australia from China.
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9.7. Volume effects
9.7.1. Loss of sales volume

Whilst the Australian industry did lose sales volume over the injury analysis
period, this was in-line with and in fact less pronounced than the lost sales
volume in the overall market. The sales volume of imports from the
countries/region the subject of the investigation experienced a contraction
sharper than the contraction in the total market over the injury analysis
period.

During Customs and Border Protection’s verification visit, ATM su
circumstantial evidence that they have lost some sales to impo
from the countries/region the subject of the investigation.

Notwithstanding ATM's evidence, Customs and Border
that the Australian industry’s overall lost sales in FYZQ11
to the overall downturn in the Australian HSS marlge
Protection concludes that the evidence is not s te that
Australian industry suffered lost sales volumedg
subsidised imports of HSS.

9.8. Profit effects )
9.8.1. Reduced profit and profif 1 _
The sections above indicate th ddmd subsidised® HSS from

China, Korea, Malaysia and Taiw: Miscd price depression and price

e AustraliSaindustry’s volume decreased in the
ice effects taused by dumping and subsidisation

Customs and ion has considered whether injury to the
bag caused, or threatened by a factor other than HSS
at dumped and subsidised prices.%

poor service, or hon-price factors

® orn Cross Steel Pty Ltd’s submission of 24 February 2012 claimed that
in adSEn to prices, there were other non-price factors that drove them to
import FISS rather than purchase it from ATM. This submission stated:

In the past ATM would produce non-standard lengths to our
requirements, store and allow draw down of stock over a given
period. They now refuse to do so and demand minimum pack
numbers...

68 |1 the case of HSS exported to Australia from China.
69 5,269 TAE(2A)
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Customs and Border Protection considers that whilst non-price factors may
have been a consideration in purchaser’s decisions to purchase imported
HSS rather than locally manufactured HSS, it is clear that price remains an
important factor.

Having regard to the magnitude and extent of the dumping and subsidisation,
which afforded significantly increased price competitiveness for the importers
of HSS, Customs and Border Protection considers the non-price factors do
not detract from its conclusion that dumping and subsidisation has caused
material injury. ‘ :

9.9.2. Undumped imports and imports from countries not
of the investigation

Customs and Border Protection has received several s
interested parties regarding the importation to Australia o
other than China, Korea, Malaysia, Taiwan and Thail

An ASA submission of 30 March 2012 conteng Pthat ig o sources
other than China, Korea, Malaysia, Taiwan andQghand i sed in the
investigation period. - 4

Porice in the market discussed earlier, and the
ports, it is considered likely that the price of the dumped
d the prevailing Australian HSS market price, including
rom countries not subject of the investigation.

£ HSS exported to Australia from Saha and Pacific was found to be at
expomygrices that were not dumped, Customs and Border Protection also
consideled whether these could have been a cause of injury to the Australian
industry that cannot be attributed to dumping and subsidisation.

While it is recognised that the aggregate volume of HSS exported to Australia
from Thailand by Saha and Pacific is not insignificant, Customs and Border
Protection is of the view that the significantly larger volume of HSS that was
dumped and subsidised’ would have had greater influence on prevailing
market prices for HSS in Australia during the investigation period.

70 |n the case of HSS exported to Australla from China.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 92




Public ‘
File 182 i

Simitarly, if the volume of HSS exported from Saha and Pacific are combined
with the exports from countries not subject of the investigation, the aggregate
volume is still significantly smaller than the volume of dumped and
subsidised” HSS in the investigation period.

9.9.3. New Australian industry entrant

Interested parties have provided submissions claiming that the Australian

market for HSS has been strong throughout the investigation period; based
on the fact that there was a new market entrant - ITM - during the

investigation period. Confidential versions of submissions have esj
size of ITM's sales during the investigation period and claimed
volume equated to the volume of sales lost by ATM during the
period.

Customs and Border Protection understands that ITM,co
in Australia in 2010. It seems apparent that IT™M wqu
substantial investment required to establisha H
did not see a potentially profitable opportunit
Australian market.

Considering that ITM entered the mags in approxifgtely August 2010, itis
expected that they would undergo 2§ ftart-up transitionperiod and their initial
production volume, particularly in the first yea gof operation, would represent
a very small percentage of thedotal@ustralianSS production. ITM have

declined to participate in this inVRgliga g
Protection have not received any W¥formation pertaining to [TM's
e investig®y

2, HSS market in Australia it is likely that
tively small volume of sales, ITM would

r the prevailing market prices of HSS in

For Protection consider that any injury caused to
etition by ITM would be minimal.

of the Australian dollar

sion lodged on March 29 2010 by Howard Consulting, on behalf of
P&l Australian importers, claimed that the significant appreciation of the
Biian Dollar had improved the competitiveness of imports.

The submission provided as an attachment, slides from a presentation
delivered by OneSteel on 2 May 2011 (OneSteel Operational Site Tour
Presentation). These slides noted various market conditions and external
factors affecting business performance, with page 37 of the presentation
noting that:

Rapid FX appreciation particularly since August 2010 has led to lower

71 In the case of HSS exported to Australia from China.
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import prices.

The submission later refers to OneSteel's Full Year Report to June 2011
which states that:

margins were adversely affected by the impact of the strong
Australian Dollar on prices.

Customs and Border Protection accepts that the strong Australian dollar has
made imported HSS more affordable (assuming all other factors remained the
same).

However, in the context of HSS being exported to Australia fro
Korea, Malaysia and Taiwan at dumped and subsidised’? price
Australian dollar has served to amplify the increased affordability
the dumped and subsidised” export prices.

9.9.5. Inability or unwillingness to supply

A submission dated 25 November 2011 by S
merchant) claims that they have been denied
steel by OneSteel (Distribution) and BlueScope
aware of other industry members beiggeile to pur
than Steel Supplies from both Oneg Bel and BlueSco

Supplies hdlesaler steel
Austrafian tubular
ribution) despite being

e smaller quantities

A submission dated 24 Nove W@hsville Steel and Wire claims
that they have been denied su RpeSigh ATM and advised by Orrcon
that they would not receive a comPR§i ivee due to being in competition with

NP (orstood that, whist some purchasers of HSS may not be able to
purcige Australian manufactured HSS at a point in the supply chain that
they ar& satisfied with (i.e. direct from ATM or Orrcon rather than via their
distribution networks) it is apparent that locally manufactured HSS is available
for purchase further along the supply chain.

However it is noted that any Australian industry unwillingness to sell at any
point in the supply chain may influence purchasers to look to imported
sources of HSS, rather than purchase Australian manufactured HSS.

72 |n the case of HSS exported to Australia from China.
73 |n the case of HSS exported to Australia from China.
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9.10. Summary — causal link

Customs and Border Protection has established a connection between
imports of HSS from China, Korea, Malaysia and Taiwan at dumped and
subsidised prices and the fact that prices of HSS at dumped and subsidised
prices sold in Australia undercut the Australian industry prices across all finish
categories of HSS throughout the investigation period. ‘

The price undercutting and associated price pressures have contributed to
price depression and suppression for the Australian industry, which has
resulted in lower profitability.

Customs considers that other possible causes of injury do not d
the assessment that dumping and subsidisation have caused
to the Australian industry.

Customs and Border Protection finds that dumped or 8u
HSS imported to Australia from China, Korea, Malay
caused material injury to the Australian industry p#duciNglik
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10.1. Findings

Customs and Border Protection makes a finding that exports of HSS from
Korea, Malaysia and Taiwan in the future may be at dumped prices, and
exports of HSS from China may be at dumped and subsidised prices and that
continued dumping and subsidisation may cause further material injury to the
Australian industry.

10.2. Introduction

When the Minister is satisfied that material injury to an Australi
been caused by dumping and subsidisation, anti-dumping measu
countervailing measures may be imposed on future exXpgys of like g
the Minister is satisfied that the dumping and subsidiggtio i
may continue. .

10.3. Customs and Border Protectic
10.3.1. Will dumping continue?

Customs and Border Protection’s d foing analysis siBws that HSS exported
to Australia from China, Korea, Ma§ fysia and gigiwan during the investigation

period were at dumped price ith@umping niirgins ranging from 2.4% to
57.1%. O, 47

It is evident that many if@gorters an tributors prefer to source HSS from

multiple suppliers agd th ill contigué to look for alternatives to locally

produced HSS. o cy and price sensitivity of the Australian

HSS market, a iU the price undercutting by the dumped and
i HSS will continue to be an attractive source of

e factors existing in the Australian HSS market and the
market, Customs and Border Protection considers that
ue if anti-dumping measures are not imposed.

. | Will subsidisation continue?

Custo R and Border Protection found that HSS exported to Australia from
China during the investigation period were subsidised, with subsidy margins
ranging from 2.2% to 54.8% 74,

Some information has been presented which indicates that some of the
programs found to be countervailable subsidies would cease to provide
financial contributions in the future (particularly those tax programs under

74 Excluding Huludao and Qingdao Xiangxing, which had nil or negligible subsidy margins
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transitional arrangement until end 2012).75 However, no information has been
presented that indicates that other programs found to be countervailable
subsidies would cease to provide HSS exporters financial contributions, or
that these exporters are unlikely to continue to benefit from these programs.

Among these programs that it is considered will continue in future and is thus
likely to benefit HSS exporters in future, is Program 20. This program is the
program under which the majority of benefit to HSS exporters has been
observed during the investigation period.

It is therefore considered that subsidisation will continue in the future

10.3.3. Will material injury continue?

Customs and Border Protection has reviewed the Australi
performance over the injury analysis period and has mage

exported at dumped and subsidised? prices has cauged g
Australian industry.

Customs and Border Protection considers th
competition from dumped imports from Korea,
dumped and subsidised imports from China are
adverse impact on the Australian indusig Custom
considers that this impact may be :
price suppression and reduced prog

to have a continuing
d Border Protection

Based on the available evidenc 5 2
finding that exports of HSS from W5, Malaysia and Taiwan in the
future may be at dump r subsidi rices and that continued dumping or.
subsidisation may gause er matgrial injury to the Australian industry.

75 56 Appendix C.
76 |y the case of HSS exported to Australia from China.
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11.1. 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.

Under the Customs Tariff (Anti-dumping) Act 1975, the Minister must have
regard to the desirability of ensuring that the amount of dumping and

countervailing duty is not greater than is necessary to prevent inju
recurrence of the injury.

5.269TACA of the Act identifies the non-injurious price (NIP) o
exported to Australia as the minimum price necessary to remove t
caused by the dumping and/or subsidisation.

Anti-dumping and countervailing duties are base -onQpargdr OB)
prices in the country of export. Therefore a NIP, calcula®glin terms for
the country of export.

Customs and Border Protection generally derives NIP by first establishing
a price at which the Australian indusjgf#iight reasonagy sell its product in a
market unaffected by dumping. Thi Xorice is referred to as the unsuppressed

selling price (USP).

Having calculated the USP, Cus
NIP by deducting the.cgsts incurre

fh on USP and NIP and claimed that a USP should
n the AMAtrallan industry’s costs to make and sell from the
i lus an amount of profit based on the period January to

AN ‘ Bxplained that the period used for a profit amount was found by

Qs and Border Protection in Trade Measures Branch Report Number
144 (RPP144 — in relation to investigation No 144)to be a period absent of
material injury. Indeed, in REP144, Customs and Border Protection found

that:

...the 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. ‘

Customs and Border Protection considered, for the purposes of the
preliminary assessment of NIP in the SEF, that it was reasonable to adopt the
approach to calculating USP that was submitted by ATM. Customs and
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Border Protection calculated a USP for each different finish of HSS.

To calculate NiPs for the purposes of the SEF, Customs and Border
Protection deducted from the USPs amounts for overseas freight, insurance,
into store costs, importer expenses and profit. These deductions were based
on verified importer data in relation to the four largest importers (by volume in
the investigation period) from the countries/region subject of the investigation.

Customs and Border Protection noted that the average post-exportation
expenses and profit did not vary significantly between HSS exported from
different countries. Therefore, it calculated separate NIPs by finish not by
country.

11.3. Submissions in response to the SEF

ATM acknowledged the reason why Customs and Bordgg P
calculated NIPs separately by country, but submittedl th
overseas freight component of post-exportation costs
each country.

The ASA proposed? that in establishing the
Protection should consider prices in relation to that was:

deemed not to be dumped i dihis investigation;
imported by the applicant; {

imported from countrie
from Australian HSS ma
application”.

ot :E:'- i

s retained, the ASA submitted™ that the
HRC cost shoulgg¥e the ange of specified HRC cost options; the
cost to make ai"gQs @ bWased on the most efficient Australian

Alternatively, if a cQiig

Id be based on the average Australian HSS
s either side of the 2008/09 financial year.

3 Pty Ltd submitted® that Custorms and Border Protection should
consi¥k basing NIPs on ATM's imports from Vietnam, or imports from
suppliers found not to be dumping.

Howard Consulting Pty Ltd submitted®?, on behalf of Amity Pacific Pty Ltd;
CMC Australia Pty Ltd; Stemcor Australia Pty Lid; and Croft Steel Pty Ltd,

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

78 ASA submission of 14 May 2012, p. 4

79 ASA submission of 14 May 2012,p. 5

80 Sanwa Pty Ltd submission of 9 May 2012.

81 Howard Consulting submission of 14 May 2012, p. 3
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that an ATM ‘domestic price premium’ needs to be taken into consideration in
calculating a NIP. |

Orrcon submittede? that the SEF calculation of NIP used profit numbers from
a period of unprecedented profit in the Australian market.

The Steelforce Group®? submitted that NIP calculations should take account
of:

o 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 AT, HRC
supplier) and to ATM; and

« any HRC import parity pricing policy in place between Bl Ste
and ATM.

11.4. Final assessment of NIP

The arguments that NIP should be based on th S ed to
Australia that was undumped, or based on prigh® fromycoURgles her than
those subject of the investigation, are not co i s disC@ssed earlier,
the aggregate volume of HSS exported to Austr hat was sither verified as
undumped, or was imported from coupis of the investigation, is
not insignificant. However, the aggr, e volume of exported to
Australia at prices that were dump idised is significantly larger. It
is reasonable to conclude thatgne s in Audalia of dumped and
subsidised HSS have had a gr the prevailing Australian
market prices for HSS. Further, it the prices in Australia of
dumped and subsidis SS have iMenced prices in Australia for the HSS
that was undumped gr i ed from a‘tountry/region other than China,

oM, Customs and Border Protection considers it is

2 e HSS prices in the investigation period of Orrcon,

a reasonable basis for USP and NIP. Earlier analysis

. ing that dumping and subsidisation has caused price
@ pN e suppression for Orrcon. Logically then, its selling prices

*

e a suitable basis for USP and NIP. In the case of ITM, it is generally
rafnised that this relatively new Australian manufacturer accounted fora
oportion of Australian HSS production, and an even smaller

Bn of the Australian HSS market, in the investigation period. Its prices
are therefore unlikely to reflect a measure of the prices that ATM and Orrcon
would have achieved in a market unaffected by dumping.

The remaining submissions relate to constructed USPs and subsequent NIP
calculations.

82 Oprcon submission of 14 May 2012, p. 7
83 gteelforce Group submission of 15 May 2012, p. 3
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In terms of what cost should be used for HRC in a constructed USP, some
interested parties presented alternatives to the verified costs of ATM, but
failed to explain why the alternatives were necessary. Customs and Border
Protection considers the most reliable and relevant HRC cost available for a
constructed USP is the verified costs of ATM for the investigation period.
While the Orrcon costs were also verified, the data was not suitable for
distinguishing between different finishes accurately and was therefore
excluded when constructing the USP. -

Using the “most efficient” (or lowest cost) Australian producer as a basis for
constructed USP is not considered reasonable in this case as such

approach would ignore the costs of one of the major producers of,
Australia, and thereby become less representative of the Austr,
as a whole. In any case, as explained above, the Orrcon unit
considered suitable for USP purposes, and ITM's costs were not

The ASA and the Steelforce Group considers that s
need to be taken into account for NIP calculation
not provide any rationale or suggested method
while the ASA submitted a calculation of its vi
This calculation assumed that the entire subsi
attributable to ATM's HSS products. Customs an
the $64 million advance, provided b deral G ment to OneSteel
Limited under the Steel Transformaffon Plan, will be recorded as income in
the company’s financial statement inancial years+ It is difficult to
see how this is relevant to th cl IP being calculated with
respect to the investigation pen r2011).

rder Protection notes

profit for the USP, it is recognised

In considering an appr
o culations of USP reflects a period of

that the profit rate

b it was a period found by Customs and Border
firy to be one where injury, if any, to the

als caused by dumping and/or subsidisation was

, the profit result was one actually achieved by ATM,
riod of time (9 months), and it was verified by Customs

analysis period: : @ ‘ profit was considered reasonable for the
[4

Bver, Customs and Border Protection considers the inclusion of Orrcon’s
profit Mges for the same period would be an improvement in terms of ensuring
the profit rate used in USP calculations reflects one that was achieved in
relation to all Australian production and sales of HSS at that time.

Accordingly, Customs and Border Protection calculated a weighted average
profit margin for ATM and Orrcon for the first nine months of 2008, and used
this as a basis for adding profit to the full cost to make and sell of ATM in the
investigation period. Customs and Border Protection calculated separate

B4 http: {www,asx.com.au/asxpd/201201 30/pdf/4240544cfqvf3.pdf accessed 2 Jun 2012
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USPs in this manner for each finish of HSS.

A price premium for domestic product is often not factored into a NIP
calculation because It is difficult to accurately quantify. This is also the case
for HSS. While some interested parties acknowledged that a domestic price
premium exists, of should exist, the opinions of the magnitude were varied
and supported only by anecdotal evidence. Customs and Border Protection

has not taken account of any price premium when calculating NIP.

Lastly, Customs and Border Protection reviewed the post-exportation costs
(per tonne), including overseas freight, used for NIP calculation and
concluded the variation between such costs, per tonne, applicabl
Korea, Malaysia and Taiwan was immaterial. Customs and Bog
therefore remains satisfied that the deductions required from
NIP need not be calculated separately by country. This means th
each finish is the same for each country/region.

Having regard to the above, Customs and Border
appropriate to construct USPs, separately by fin}
based upon the verified CTMS data for ATM i
amount of profit, based on the weighted avera
mark-up on full CTMS) of the ATM and Orrcon re
months of 2008 has been added. Thagiige have be lculated by
deducting from the USPs amounts f§r overseas freight, insurance, into store
costs, importer expenses and profifiT hese dd@uctions were based on verified
importer data in relation to th r Nggest impiirters (by volume in the
investigation period) from the icSggiagsubject of the investigation.
Customs and Border Prptection ca d separate NIPs by finish, but not by

for the first nine

d export prices

v z f
i oteMon compared NIPs with weighted average export
4 fro@PChina, Korea, Malaysia and Taiwan during the
¥ considering the comparison separately for each
ion, ea¥l finiSh, and each exporter (or category of exporters), the
iqher ttln the weighted average export prices in almost all

nalysis supports the conclusion that dumped HSS exported to Australia

Jina, Korea, Malaysia and Taiwan, and subsidised HSS exported to
Australta from China, have caused material injury to the Australian industry.
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Customs and Border Protection recommends to the Minister that a dumping
duty notice be published in respect of HSS exported to Australia by all
exporters from China, Korea, Malaysia and Taiwan. It also recommends that
a countervailing duty notice be published in respect of HSS exported to
Australia by all exporters from China, except for Huludao and Qingdao

Xiangxing.

It is recommended that these duties include both fixed and varia
components. This would be the combination of.

« a variable component of duty calculated as the differ
export price like goods are exported at (the dum
DXP) and a ‘floor’ price;® and

« afixed percentage rate of duty that is cal
gither the DXP of the floor price, whic ris the

The levels of interim dumping duties recommen or HSS exports from
Korea, Malaysia, and Taiwan are linked to the full in of dumping in the
case of all exporters. This is becau ough the |€Ser duty rule is being
applied, the NIP is not lower than t@ normal yalue for any HSS finish
category, for any exporters fro th . This can be described as
the normal value forming the * a ' in all cases for
recommended measures in relati laysia, and Taiwan.

In the case of Chin i mbined dumping and countervailing

p the reported dumping and subsidy
nSorter, or group of exporters. Rather,
subject to t (given effect through the NIP), the collective
interim dumpl L rim countervailing duty imposed in relation to
mended in this REP, is the sum of:

te calculated for all countervailable programs, including
ogra _ hot rolled steel provided by government at less than
dequate remuneration; and
the dumping rates calculated, less an amount for the subsidy rate
plying to Program 20.

This approach avoids any overlap or double-counting that may arise from the
circumstances of this case where there are domestic subsidies and a
constructed normal value that includes a major cost component that is based
on surrogate data. :

The lesser duty rule can only reduce the magnitude of the collective interim

85 The ascertained export price determined in this investigation.
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dumping duty and interim countervailing duty. This happens only in the case
of certain finishes in the recommended measures for selected non-
cooperating exporters from China.

Therefore, the operative measure in relation to all selected cooperating
exporters from China is the normal value, and the recommended measures
are linked to the full margin of dumping. The operative measure in relation to
selected non-cooperating exporters is a mixture of the NIP and normal value,
depending on the finish category.

Where the NIP is the operative measure, the lesser duty rule has taken effect
to reduce the duties to a level sufficient to remove the injury caus y
dumping and subsidisation.
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The Delegate of the CEQ is satisfied that the dumping of HSS exported to
Australia from China, Korea, Malaysia and Taiwan, and the subsidisation
HSS exported to Australia from China has caused material injury to the
Australian industry producing like goods.

The Delegate of the CEO recommends that the Minister impose:

¢ anti-dumping measures on HSS exported to Australia from China,
Korea, Malaysia and Taiwan; and

o countervailing measures on HSS exported to Australia
(from all exporters other than Huludao and Qingdao Xiang

e in accordance with s.269TAAD(1), that li
export in arms length transactions in s
extended period for home consumption

goods and;

- ataprice that is less thj gilae cost of
' | be able to recover

- itis unlikely that the s

the price paid for those
ordinary course of trade;

e in accordanggai ), that sufficient information has not

Bc Able, to enable the export price of HSS
oW hina, Korea, Malaysia and Taiwan by the
on-cooperating’ exporters be determined under

with 5.269TAC(2)(a)(ii), that because of the situation in
the country of export is such that sales in that market are
t sul for use in determining price under subsection 269TAC(1),
e normal value of goods exported to Australia from China cannot be
determined under s.269TAC(1);

« in accordance with s.269TAC(6), sufficient information has not been
furnished or in not available to enable the normal value of goods to be
ascertained under s.269TAC(1), (2), (5C) or (5D) for the category
‘selected non-cooperating’ exporters;

« in accordance with 5.269TACC(7) that subsections 269TACC(2), (3),
(4) and (5) are inappropriate for determining whether a benefit has
been conferred, or subsection 269TACC(6) is inappropriate for
determining the total amount of subsidy attributable to a conferred
benefit;
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« in accordance with s.269TG(1) the amount of the export price of HSS
that have been exported to Australia from China, Korea, Malaysia and
Taiwan is less than the amount of the normal value of those goods and
because of that, material injury to the Australian industry producing like
goods has been, or is being caused;

e in accordance with 5.269TG(2) the amount of the export price of HSS
already exported to Australia from China, Korea, Malaysia and Taiwan
is less than the amount of the normal value of those goods and the

China,

value of the goods and because of that, material injury
Australian industry producing like goods has been, or is

' goods; and
has been received in respect of the

effect of the two, material injury to the
ducing like goods has been and is being

ount of the export price of the goods is less than the
amount of the normal value of the goods and the amount of the
export price if the goods exported to Australia in the future may
be less than the normal value of the goods; and

- a countervailable subsidy has been received in respect of the
goods and may be received in respect of like goods that may be
exported to Australia in the future; and

- because of the combined effect of the two, material injury to the
Australian industry producing like goods has been and is being
caused.

The delegate of the CEO recommends the Minister determine:

e in accordance with 5.269TAAD(4), the amounts for the cost of
production or manufacture of goods in the country of export and the
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administrative, selling and general costs associated with the sale of
those goods,

e in accordance with s.269TAB(1)(c) the export prices for Dalian
Steelforce, Hengshui Jinghua and Huludao be calculated having
regard to all the circumstances of the exportation;

« in accordance with s.269TAB(3), the export prices for the categories of
'selected non-cooperating’ exporters be determined having regard to
all relevant information;

« in accordance with s.269TAC(2)(c), the cost of production g¢”
manufacture of the goods in the country of export, and tig
administrative, selling and general costs associated with
the profit on that sale;

e in accordance with s.269TAC(6), normal valuegfor catego ie8 of
‘selected non-cooperating’ exporters havingireg 8@l to elgyant
information;

e in accordance with s.269TACB(1), by co son of the weighted
average of export prices during the investi n period and the
weighted average of normal yM@Wduring that§eriod, that exports of
HSS from China, Korea, Majlfysia and Jaiwan were dumped; and,

(7), for selected non-cooperating
s for deciding whether a benefit has been
t the amount of subsidy attributable to the

ods sold by:

- Dalian Steelforce;

- Hengshui Jinghua;
- Huludao;

- Qingdao Xiangxing;
- Zhejiang Kingland;
- TFQ

- Kukje;

- Alpine;

- Shin Yang; and

- TaFong

be taken to be such a price adjusted for differences between domestic
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and export sales to ensure a fair comparison.
The delegate of the CEO recommends the Minister compare:
« in accordance with s.260TACB(2)(a), 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 delegate of the CEO recommends the Minister declare:

e in accordance with s.269TG(1), by public notice, that section 8 of the
Dumping Duty Act applies to: " 4 g

- the goods exported by all exporters from China,
Malaysia and Taiwan, to the extent permitted by s.20

- like goods that were exported to Australia #ggall exporte
China, Korean, Malaysia and Taiwan,
PAD under s.269TD on 23 Decembgs 2
publication of the notice, to the exjnt perm

e, that section 8 of the
e exported to Australia
Taiwan, after the

 in accordance with s.269TG(2), by publi
Dumping Duty Act applies to like goods th
by all exporters from China, K S
date of publication of the no§te;

by all exporters
after the date of
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Al ices

Appendix A Assessment of market situation - China

Appendix B Assessment of countervailability of
subsidies

Appendix C Assessment of adequate remygeration
and competitive market cosgfor HRC
and/or narrow strip in Chj

Attachments
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Confidential Attachment 2
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PART | INTRODUCTION

Customs and Border Protection’'s assessment of whether a particular market
situation existed in the Chinese HSS market during the investigation period is
detailed within this appendix.

I(i) Allegations of a market situation

In its application, ATM alleged that, during the investigation periggt, a
particular market situation existed in the Chinese HSS market repg€red
sales in that market unsuitable for determining normal value und
s.269TAC(1).

This claim focussed on allegations that the GOC has viiyggflue the
domestic HSS market in China through:

rrow st¥h) at less than
ram 20};

e provision of steel raw materials (HRC a
adequate remuneration (alleged subsidy

« the prevalence of SOEs (SIEs)dmgg!ved in th anufacture of HRC
and narrow strip in China thag§ffeceive benefits 107 the production of
these materials resulting in § raw material input prices for

rip and HSS itself; and
cturers from the GOC including
reductions iDdé i on duties and VAT, the provision of
p ip#¥ffest payments (i.e. government
elling prices for HSS manufactured in

relied on the findings of CBSA in its 2008
n steel welded pipe (CSWP) frorl;"li China (a sub-set of

he CBSA conducted a ‘Section 20’ inquiry.
Rouiry resulted in the CBSA finding that:

ho GOC has substantially determined the domestic prices in the
welded pipe sector through a number of methods, namely:

e by controlling the export levels of welded pipe sector through
various tax mechanisms to maintain domestic prices in the welded
pipe sector at a certain level;

« by influencing the price of the main raw material input, hot-rolled
sheet and strip that is used in welded pipe sector, and by doing so

86 Of the Canadian Special Import Measures Act 1985
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maintaining the domestic prices in the welded pipe sector at a
certain level;

o through various VAT tax policies that have affected the level of
profits of the producers in the welded pipe sector which will affect
domestic selling prices; and

e through various means regulated the number of and controlled the
production of produc;?rs in the welded pipe sector in order to affect

the domaestic prices.

Further, ATM refied upon the findings of the 2008 European Commission
(EC) investigation into welded tubes and pipes of iron or non-alloy gpel.
During this investigation, 6 Chinese exporters of the investigate
claimed ‘market economy treatment’ from the EC, however th
find that these exporters qualified for this treatment, as they did
following criteria:

(i) business decisions are made in oMg to magkel signals,
without significant state inte n n sig@eflect market
values

(i)  firms have one clear set Sgipdeghdentpudited accounting
records; and

(i)  no distortions have been cam ver from the non-market.

It is noted that both the EC and Cajadian testg applied in the above-
mentioned investigations are djstinflive from tfiat applied by Customs and
Border Protection in its asses t Ghavhethglia ‘market situation’ exists in a
particular market. However, it is i

legislation, policy and practice

Chigg as a market economy

Australia treats China as a market economy for anti-dumping purposes and
Customs and Border Protection conducts its investigation in the same
manner for China as it does for other market economy members of the World
Trade Organisation (WTO).

Irrespective of the country subject of the investigation, the Australian anti-

87 CBSA, Statement of Reasons Concerning the making of final determinations with respect to the
dumping and subsidizing of Certain Carbon Steel Welded Pipe Originating in or Exported from the
People’s Republic of China, August 2008 at page 64.

REP177: HSS ' China, Korea, Malaysia, Taiwan and Thailand 111




| Public
| File 163

PRRITERTENTRRTE |

dumping framework allows for rejection of domestic selling prices in market
economies as the basis for normal value where there is a situation in the
market making the sales unsuitable, as outlined below.

The Act

S.269TAC(1) of the Act provides that the normal value of any goods exported
to Australia is the price paid or payable for like goods sold domestically in the
ordinary course of trade in arm’s length transactions.

However, .s.269TAC{(2)(a)ii) provides that the normal value of the
exported to Australia cannot be determined under subsection (1)

Minister88 is satisfied that:

sales in that market are not suitable for use in
under subsection (1)’.

ay etermined on
s.% Therefore, a

has potential

al value a umping margins.

S.269TAC(2)(c) provides that a coqgconstruciin of normal value comprises
; e cost of production or

manufacture of the exported goo T

domestically in the ordi rade rather than being exported) and

the administrautive,9 selli

ere the Minister directs that third country
je, it will be based upon the price paid or

on to market situation, the Dumping and Subsidy Manual states:

as that would otherwise be relevant for determination of normal
value may be unsuitable because the price does not reflect a fair price in
normal market conditions. The legislation does not define market

88 | this case, the Minister for Home Affairs.

89 S.289TAC(2)(c)

90 S.2609TAC(2)(d)

91 The Inclusion of an amount for profit is conditioned by s. 269TAC(13), which provides that 'where,
because of the operation of 5.269TAAD, the normal value of goods is required to be determined under
subsection (2), the Minister shall not include in his or her calculation of that normal value any profit
component under subparagraph (2)(c)(ii}.' $.269TAAD applies to sales deemed not to be in the
‘ordinary course of trade' due to sales being at below cost prices.
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situations that would render domestic sales as unsuitable. The
investigation and analysis of each case must fully set out the reasons for
the unsuitability of sales before determining normal value under
succeeding provisions of $.269TAC of the Act.

In considering whether sales are not suitable for use in determining a
normal value under s. 269TAC(1) of the Act because of the situation in
the market of the country of export, Customs and Border Protection may
have regard fo factfors such as:

o whether the prices are artificially low; or
whether there is significant barter trade; or

o whether there are other conditions in the market wig
sales in that market not suitable for use in determin
under |
s. 269TAC(1) of the Act.

Government influence on prices or costs co
‘artificially low pricing’. Government influe
level of government.

ather the impact of the govinment’s involvement in the dome
market has materially distortol m_‘ conditions. A finding that
competitive conditions h4Qg, be My distorted may give rise to a
finding that domestic pricesSe 2™ low or not substantially the
ame ag, the wifhedeterminin pelitive

riined text reflects the nature of Customs and
ent in this appendlx in relation to the existence of

Although it is for Customs and Border Protection to establish the nature and
consequence of the 'market situation’, including an evaluation of whether

92 Customs and Border Protection Dumping and Subsidy manual June 2009, pp 26-27

93 |t noted that Customs and Border Protection considers it is possible for a degree of government
influence to exist in a market without rendering the situation in the market such that sales are unsuitable
for establishing normal value under s.269TAC(1). However, Customs and Border Protection considers
that significant government influence in relevant market factors could distort prices to a degree that
those prices may be unsuitable for normal value.
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there is an impact on domestic prices, it is considered that the pricing effect
does not have to be quantified.

I(I) Previous HSS market situation investigations
2006 investigation (No 116)

In 2006, Customs and Border Protection conducted an investigation into HSS
from China (and other countries/regions).

That investigation also involved an assessment of whether there was a
particular market situation in China that made domestic prices un ble for
determining normal value. The final findings of that investigatio cludi

the assessment of market situation) are contained in Customs
Protection Report to the Minister No 116 (REP116).

In REP116, Customs and Border Protection concludegd t it was not

satisfied that such a market situation existed in Chj inOYRat ]
investigation period.

2008 review (No 143) and investigation (No

In 2008, Customs and Border Protectiggsgonducte investigation into HSS

from China and Malaysia (certain e} Jorte s) and a review of HSS exported

from China.
This investigation and review a | gations and a subsequent
inquiry into whether there was a p&gicular triarket situation in the Chinese

review's investigation period.

sequently no final assessment was made as to
isted.

idPtion, Customs and Border Protection has also received the following
tion relevant to the assessment of the existence of a particular market
RN in China: ‘

¢ various submissions from interested parties;
 responses to the Chinese Exporter Questionnaire; and
e the response from the GOC to the GQ, SGQ and SSGQ.

In addition, independent research into these matters has been conducted.

This information has been analysed, and assessed in arriving at the
conclusions in this appendix.

I(v) Background — HSS raw materials
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It is understood that HSS can be made from either:

» HRC;
¢ cold-rolled coil {CRC); or
e narrow strip.

These can either be unfinished (black) or pre-galvanised.

Most commonly, HSS is manufactured from HRC in most of the
countries/region investigated, but in China, HSS is commonly made from both
HRC and narrow strip (which is a distinguishing feature of the Chin market
not seen in the other countries/region under investigation. Custo
Border Protection is not aware of any instances in China wher:
manufacturers use CRC.

It is understood that narrow strip is produced directly fr
steel billet, as opposed to HRC, which is made from
steel slabs, and has a different production proces;

efficiency).
During the current investigation, importers, export

industry have expressed the unders that the
decreasing in the production of HS

As part of its examination of t h
Protection has also examined th
and the raw materials fgr these pro s themselves.

considered useful to briefly outline the

b, steel billets and slabs are made from liquid steel that has been cast

“to the certain form

« liquid steel is made by combining iron, varying amounts of steel scrap
and fluxes in a furnace;

e iron is smelted by combining iron ore, coke and limestone in a furnace;
and

o coke is produced from coking coal, which is converted to coke through
a heating process (‘coking’).

Customs and Border Protection understands that it is common for steel billets
in China to contain a higher proportion of scrap steel than steel slabs (in most
cases consisting predominantly of re-cast scrap steel). For this reason,
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narrow strip (made from billets) is commonly of a lower quality than HRC (and
is expected to be lower in price as a result).

Customs and Border Protection also understands that, due to its lower quality
properties, narrow strip can only be used to make CHS, as it cannot be
formed into RHS or SHS (rectangular r square) without experiencing
cracking/splitting in its corners.

It is further understood that, in relation to coke, the practice in China is
generally to import coking coal and convert it to coke in country, for use in
domestic iron smelting.

I(vl) Appendix structure

In undertaking its assessment of the Chinese iron and steel indu
(including the HSS market), Customs and Border Proteglipn has ide
and examined various GOC influences in the Chinesg.i and steel

and assessed their likely impact on the price of H§S. L £

This appendix therefore takes the format of:

DC influences and
ets
Erket situation was

« PART I - outlining the major identified"
measures in the Chinese igageand steel

« PART Ill - assessing wheifier & particular
created by this influenceg &

+ PART IV - consideggti
SEF177

I{(vii) The ‘iron and

iron and steel industry’ as mentioned in the present
evelopment Policies covers:

e selection of iron mines, manganese mines and chromium mines

d working techniques and relevant supporting techniques such as
agglomeration, carbonization, iron alloy, carbon products, fire-resisting
materials, iron smelting, steel rolling and metal products. .

The NSP is discussed in detail in 1I(ii) of this appendix.

The NSP definition of the Chinese iron and steel industry is broad, and
extends from raw material mining through to the production of steel products

94 Goc rasponse to the GQ, Attachment A11.
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themselves (including HSS).

The term ‘iron and steel industry' and related terms is therefore used in this
appendix by Customs and Border Protection in the broad sense that the GOC
uses it — ranging from the mining of steel raw materials, through to the
manufacture of HSS and other metal products.

N
Q\B
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PART Il GOC INFLUENCE ON CHINESE IRON AND STEEL
INDUSTRY

(i) Introduction

Customs and Border Protection has identified various GOC influences that
relate to the Chinese iron and steel industry.

These take the form of:

1. broad, overarching GOC macroeconomic policies and plan

2. more specific ‘implementing measures’ that go towards

These identified policies, plans and implementing m
and it is considered that it is not practicable to undgrt

I(il) Broad macroeconomic policies

The National Steel Policy

On July 8 2005, the GOC's O,
Reform Commission and the

promulgated, after the

mprehensive competitiveness of enterprises, realize
pgrading and develop the iron and steel industry into an
international competitiveness that may basically satisfy

e demand of the national economy and social development in terms
of quantity, quality and varieties, we have formulated the development
licies of the iron and steel industry according fo the relevant laws
nd regulations and the domestic and international situations the iron
and steel industry faces so as to guide the sound development of the
iron and steel industry.

95¢hina's Cabinet, which has the power to enact and amend administrative regulations at the national-
level pursuant to national legislation, and in areas where there is no legislation enacted by the NPC, the
State Councll also has powers to enact or amend administrative regulations in any other aspects of
economic and social affairs under the

Constitution.
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The NSP goes on to outline the GOC's aims and plans for the Chinese iron
and steel in Chapter | as follows:

» maintain steel production capacity of iron and steel at a ‘reasonable
scale’ and have the ‘comprehensive competitiveness’ reach an
‘internationally advanced level’;

e by 2010, elevate the production proportion of ‘good’ iron and steel
products and satisfy the development requirements of other national
industries;

¢ increase the size of ‘backbone’ enterprises by acquisition and
reorganisation, increasing industry concentration, so that by
top ten enterprises account for over 50% of national prod
by 2020);

e change ‘unreasonable layout' by 2010 through ‘layout a
form a ‘comparatively reasonable industrial layout’

management (setting targets for energy and
tonne of coal and steel by 2010 that ‘shall’

e cutting of production an
while encouraging establi

ergers and reorganisation of iron and steel enterprises;
ising new steel projects (subject to examination,
pro erification by the NDRC);

etting minimum levels of ‘self-owned capital’ in certain projects and
limiting foreign investment in the iron and steel industry (foreign
vestors prohibited from having a controlling share); and

stricting exports of ‘preliminary processed products’ such as coke,
iron alloy, pig iron, waste steel and steel ingot with ‘high energy-
consumption and serious pollution’.

The NSP further outlines the repercussions for not adhering to its policies (for
enterprises in the industry and administrative entities as well) e.g. relevant
GOC departments are to deny registration, not issue production permits, not
process import tax refund, etc. for enterprises that do not comply with the
NSP, and financial institutions are not to provide finance to these entities.
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National and regional five-year plans/guidelines

National FYPs

At the Central Government level, the GOC develops and issues five-year
plans (FYPs) for the economic and social development of the nation. The first
of these national FYPs was issued in 1953, and subsequent FYPs have been
issued periodically since this time.

Customs and Border Protection understands that China's National

Development and Reform Commission (NDRC)%plays a primary
development of these FYPs, and they are debated and given fi
by the National People’s Congress (NPC), the Chinese legislat
highest GOC body.

particular FYP.

The current national FYP is the Guidelines of £
Plan of the Pe;apfe ’s Republic of China for the Na
Development  (the 12" National FYPWRich was ap
March 2011, a few months prior to fiie end of {be investigation period.

Five-Year (2011-2015)
| Economic and Social

The previous plan, the Eleven
Republic of Cf;gna for the Nation
National FYP) was p
and the majority the jnve
considered most ggrevgat t

— 2010) Plan of the People’s
nd Social Development (11"

ulgated in 6 and relates to the years preceding,
tion pegioB itself. The 11" FYP is therefore

.clarify Mg naRal strategic intention, define key emphasis in the
rnmeni¥ork, and guide the behaviour of market subject’.

*..the common program of action of our people...and is the important
Woasis for the government to fulfil the responsibility of economic

Xjustment magget control and surveillance, social management and
public service’.

98 The GOC submitted in response to Part C1 of the GQ that the NDRC Is ‘China’s high-level
macroeconomic and social development strategy planning agency. it has been responsible for
introducing and facilitating the implementation of China’s macroeconomic and overall social
development strategies.’'

97 GOC response to the GQ, Attachment 143.
98 coc response to the GQ, Attachment 22.
99 11h National FYP, page 1.
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The 11" National FYP (and all other FYPs) sets out the GOC'’s general aims,
principles and objectives for development of the Chinese economy of the
following five-year period, as well as specific development aims for regions,
social groups (e.g. peasants) and industries/sectors in China.

In relation to the steel industry, Chapter 13, of the 11" National FYP refers to
the adjustment of the raw material ‘structure and distribution’. Section 1 of
Chapter 13 outlines the GOC's aims and objectives relating to the iron and
steel industry specifically:

Adhere to domination of domestic demand, make efforts
surplus production capacity, strictly control additional irg
production capacity, accelerate the elimination of backw
technology, equipment and product and improve iron and
grade and quality. Push iron and steel industry t velop rec
economy and exert the product manufacture,
waste digestion and treatment function of if

restructuring and form several enterpri
competitive force. In combination with t
steel enterprises such as Shougang and e

production capacity, construcigs

(nation of backward
d steel base. Actively

oitlines specific development
goals for certain regions of Chin fthe Central and Northeast
regions should focus orgthe develo

ral region as well).

he GOC's desire to re-structure, develop
sp¥cts of the domestic iron and steel industry,

and in some CaSgs
j aced by the GOC on the development of its iron

and display
and steel indu

y of thiise aims goals, and objectives have been clearly carried
ur! FYP, in fact noting the GOC has issued an industry-

2th Five-Year Plan of Iron and Steel Industry101that operates in
ction with the 12'" National FYP, listing objectives such as ‘accelerate
s upgrading’, ‘promote energy conservation and emission reduction in
depth’ Wtrengthen technology innovation and technology reform’, ‘eliminate
backward production capacity’, ‘optimize industry layout’, and ‘enhance
resource safeguard ability’.

100 11th National FYP, page 16.
101 goc response to the SGQ, Attachment 144.
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Regional FYPs

At the provincial (and in some cases municipal) level, the GOC develops and
disseminates subordinate FYPs, which reflect the GOC’s objectives of the
national FYP as they apply specifically to that province/region.

As with the 11" National FYP, Customs and Border Protection has observed
multiple references to developing and advancing the Chinese iron and steel
industry in the 11" FYPs of various provinces, as outlined below.

Outline of the Eleventh Five-Year Plan for the Economic and Social
. . 102
Development of Hebei Province:

According to high-end, high-quality goods, specialization,
processing direction, catching a variety, grasping quality, to
integration, supporting excellent and eliminating

enterprise organization structure, product str
equipment structure and industrial layout, |
concentration and the level of technolo
Gang two enterprise group with millio

construction of overall plan g optimizin { update and
¥ d realizes big province of

Strictly
combigali ctiring, enhance industrial concentration,

steel products, consolidate large-scale iron and
en market competitiveness, and by 2010, the

e material industry will reach RMB 760 billion.

eel industry industrial policies, i.e. the NSP.

Qu of the Eleventh Five-Year Plan for tl;rgf Economic and Social
Develo®ment of Jilin Province (2006-2010):

Transform and update metallurgy industry cluster. Use high and new
tachnology actively; strive to develop high quality and high value-
added metallurgy products, form relative thorough metallurgy industry
system, and construct important high-quality fine steel production base

102 goc response to the SGQ, Attachment 147
103 GOC response to the SGQ, Attachment 146
104 goc response to the SGQ, Attachment 148
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e e

in the northeast. Focus on supporting three series products: stainless
steel and products, and actively promote reorganization of ferroalloy
group and carbon group, on the basis of strengthening reconstruction
and enlarging capacity of ferroalloy and carbon products, and promote
the construction of million tons high-quality goods steel project, extend
to develop stainless steel series products; Special steel, rely on
Jianlong firm accelerate the implementation of million tons of steel
project, and plan and construct Panshi metal products industrial park...

Outline of the Eleventh Five-:ofgar Plan for the Economic and Social
Development of Tianjin City:

Strengthen competitive industry
Metallurgical industry - According to principles of controllin

speeding up restructure of the, promote adju
industry structure actively . Adopting adva
equipment, accelerate transform and u
‘TianSteel’ move to east, build plate b

high quality steel production
sheet, color-coated plate, ¢
and high quality steel produ
and tyre cord, prestres
and build petroleum stee

base with special wire rope,
low relaxation as leading,
steel deep processing base in
y 2010, obtain capacity of 2.6 million
illion tons of plates, 1 million tons of

high-grade 4

|l II! e (Yovincial and municipal FYPs closely align

manufactured and exported HSS to Australia during the
ere located in all of these provinces/regions.

nt for Steel Industry Adjustment and Revitalization

In Mal\@ 2009, the Chinese State Council released the Blueprint for Steel
Industry Adjustment and Revitalization (the Revitalization Plan).106

The Revitalization Plan, which identifies the importance of the steel industry
to the Chinese national economy, states its purpose and objectives follows:

To cope with the impact of international financial crisis on the national

105 goc response to the SGQ, Attachment 145
106 soc response to the GQ, Attachment A12,
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economy, materialize the general principle by the State Council of
stabilizing growth, enhancing domestic demands and adjusting the
structure, ensure stable operation of steel industry, accelerate
structural adjustment, and facilitate industrial upgrading, this blueprint
is hereby formulated as an comprehensive action plan of measures for
the steel industry to deal with the current situation, which is valid from
2009 to 2011.

The Revitalization Plan goes on to highlight the challenges faced by the
Chinese steel industry at the time of formulating the plan, including production
capacity exceeding demand, weak innovation (with high-end produ being
imported rather than domestically made), poor geographical loca j
certain enterprises (restricted as to resource access), low con
industry with major producers accounting for less than 30% of
production), and ‘weak’ domestic resources (in particular, limited
sources of iron ore).

in the

been referred to as ‘tasks’) designed to carry out

1. stabilising the domestic m ' improvinglimate for export;
2. speeding up the dismantlin@of ‘backvifird capacity’ while ‘strictly
keeping the total stand§iki :

Pproduction levels);

3. aagPenhance’ reorganisation

d acquisitions including promoting
4, ion and progress;
5. apacity (including building a ‘coastal

o Shougang and Caofeidian Steel projects

tc) and raising the ‘certificate standard’ to promote steel
ch advanced international level');
tabill he import of iron ore (including ‘normalize’ the market
order - including building an ‘import pricing mechanism'm— some
sources Qaave said this is aimed to go as far as reducing the price of
on ore); ® and
8. develop resources domestically and internationally (increasing the
level of iron ore exploitation, encourage ore exploitation abroad, etc.).

The plan further outlines ‘policy options’ for the Revitalisation Plan:

107 | is response to the SGQ, the GOC submitted that there has been ‘no detailed progress' on
implementing this mechanism (Question 33(c)ii)).

108¢1sA Unveils revitafisation plan for Chinese stesl industry,
http:/iwww.mineprocessing.com/News/detail-a738-b0-c0-d0-e0-f.html
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o rescheduling import and export tariff rates — continuing the pol1ic

orientation of controlling the export of ‘two high, one resource’  and
low value-added goods;

¢ raising VAT refund rates for ‘steel products featured with high technical
content and high value-added’;
‘severely’ enforcing environmental and resource management policies;
improve the ‘Steel Industry Policy’ (the NSP) including updating the
‘Catalogue of Structural Adjustment of Industries’ (thought to be the
‘Directory Catalogue on Readjustment of Industrial Structure’- see
Section ll(iii) of this appendix);

o establishing an information-sharing system for GOC dep
provide information for future decision-making;

» providing grants to iron and steel enterprises for various r
(research and development, cash flow managemgnt); and

Many of these aims and objectives closely ali
the 11" National FYP. Specifically, the aims t

development standards.

In many ways, the Revitalizatio
reiteration of many of the aims an
National FYP, in respodg to the ch
financial crisis (GFC

cdfsued for the period 2006 — 2010, shortly after
in 2005, while the Revitalisation Plan was -
for the period 2009 — 2011. Each policy/plan is

nsistent in their aims and objectives for the Chinese
ry, with many common aims and objectives between the

*Qg/iminate backwards capacity;

e COntrol production levels;

® encourage mergers, restructuring and relocation;

» promote technological and product quality improvement; and
¢ implement and encourage environmental measures.

It is considered that the 11" National FYP, the NSP and the Revitalization

108 The GOC has advised this refers to high emission, high energy consumption, resource
commodities (response to SGQ, Question 33(d)).
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Plan comprehensively and collectively outline the GOC’s macroeconomic
policy for the Chinese iron and steel industry from 2005-2011, and that these
policy aims and objectives have been continued past 2011 in the 12"
National FYP and the 12th Five-Year Plan of Iron and Steet industry.

It is further observed that multiple GOC policies, plans and measures issued
prior to the NSP in 2005 have similar goals and objectives to the NSP, 11"
National FYP and Revitalization Plan. These include the:

e Tenth Five-Year Plan for the National Economic and Social

Development of the People’s Republic of China (2001 — 200

e the Directory Catalogue on Readjustment of Industrial Strygftre
(discussed in Section ll(iii) of this appendix); and

¢ the State Economic and Trade Commission’s (SETC)

Plan for the Metallurgical Industry (2001 - 2005).112

" ment

Customs and Border Protection observes that the and gheel

industry has been a focus of the GOC for over a

In addition to outlining the GOC aims and objo%j relatiowto the Chinese
iron and steel industry, these macroeconomic p ighlight the overall
importance of the industry to the Chingsa economy”
identifies the iron and steel industry4 an important Msic industry of the
national economy’, the Revitalizati@® Plan idegtifies the industry as a ‘pillar
industry’ and states:

omy, social development, finance and
nstruction and employment stability.

on observes that the importance of the iron and
hinese economy and development is consistently

110 goc response to the GQ, Attachment 23.
11 Thig entity no longer exists. The functions of SETC were absorbed by the NDRC in 2003

112 Although Customs and Border Protection has been able to access the text of this plan, Asla Times
Online raported in its article Execution plan for China's industrial revolution of July 20, 2001
(http://www.atimes com/china/CG20Ad04 html) that it was based on China's 10th Five-Year Plan
...{and)} is aimed at promoting the restructuring and upgrading of the industrial sector. The article further
reported the objectives of the plan include advancing the product quality of certain enterprises
(Baosteel, Anshan Steel, Wuhan Steel and Shougang) up to the ‘world's advanced level’ and enable
them to clinch a certain share of the international market, and to ‘improve the quality of steel products
and further explore H-shape steel market, to strictly control the construction of new welded tube units
and speed up the pace of eliminating backward high-frequency welded tube units.’
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In its response to the GQ and SGQ, the GOC has indicated that the
importance of its broad macroeconomic policies is limited, suggesting that
they are somewhat intangible and set out the GOC's aspirations for the steel
industry, rather than act as enforceable plans that the GOC sets out to
achieve.

In relation to its FYPs, the GOC has submitted that:

An FYP is an aspirational guidance document, and does not set
mandatory targets for the steel industry. Moreover, industrial policy
aspirations of an FYP are relatively macroeconom.'c and vag , rather

than being specific and quantifiable alms

GQ:

future. As such, the objectives of the
elevate the levels of technology used in
promote structural adjustment; to Jmprove
promote racycling and to minjgies.
and generally to guide the s¢find devel pment of the iron and stee!
industry.

n and steel industry; to
'ndustry layout; to

indicates its importanc
included in Chapter I1X

e the policy shall be ‘given punishments’
nts (Article 36); and

Borved by all the administrative departments of
ents’ (Article 39).

e N§1I: is an isolated document, is not specifically monitored by the

GOCG;
D ere are no additional laws, decrees, rules, promulgations, edicts,
inions, measures, regulations or directives developed or
implemented as part of the NSP and
¢ there are no monitoring mechanlsms in place which specifically relate
to the realisation of the objectives outlined in Chapter 1 of the National

13 goc response to the SGQ, Question 10(a).
114 |bid. Question C2.9(b)
115 |big
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. 116
Steel Policy.
oms an r Protection’ men

Customs and Border Protection consider that the ‘aspirational’ nature of these
policies/plans does not necessarily mean that the aims and objectives they
establish are not attempted to be realised by the GOC, or their progress
monitored.

Significant evidence has been observed to suggest that the aims, objectives
and action items/measures in these policies are actively implementeg and
monitored by the GOC, and adhered to by Chinese steel enterpri

For example, during its recent investigation into aluminium extr
China (REP148), Customs and Border Protection undertook verifi
mestings with the GOC. During this verification, the GO&g NDRC w
queried about FYPs in China generally.

te 's
port, ruary 2010,

This discussion was summarised in Customs 35§
Government of the People’s Republic of Chirg/i
which observes:

s (the) Mst important plan of
oars of development of the
iq@al FYPs are the leading
Bsocial development of China.

The NDRC stated that GOC’g
China, like a blueprint for thég
country. The NDRC notgd thgt

rather than an (si erable doMuments, and there are no details for
operation e iofPin the FYPs.

t implementation of the objectives of the FYPs is
enty level, whereby each area will release specific
os and @ gulations (i.e. each responsible area develops and

ple ts own policles to implement the FYPs).

Al nally, during that same verification visit, the China State Rese1rv1ge
BureManoted the 11" National FYP was a legally binding document.

While the NDRC confirmed the guidance or ‘aspirational’ nature of these
FYPs, the above statement is clear evidence that the GOC makes efforts to
achieve the outcomes of the plans through various sub-policies and

118 |pig, Question C2.9(f)
17 |y reference to the national-level FYP.
118 Page 39.

119 customs and Border Protection's Government of the People’s Republic of China Visit Report,
February 2010, page 49,
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measures in the sphere of responsibility of each level of GOC and its relevant
departments.

Specifically, it is noted that GOC has issued numerous sub-policies,
directives, notices, etc. and imposed multiple measures since the
promulgation of the NSP, the 11™ National FYP and the Revitalization Plan
that appear to go towards acmgving at least some of the goals and aims

outlined in these documents.

These include:

e measures to eliminate backwards production capacity andg
technical and environmental improvement; oy
market entry criteria and industry operating conditions;
measures to curb ‘production capacity redundancy’;
guiding industry mergers and restructuring; o
import and export measures on coke; and

subsidies in the iron and steel industry. ' "

These measures are discussed separately in G il in ion (i) of

this appendix.

H(iil) Implementing measures 4

Border Botection has identified
iders ggigbwards meeting at least some
oo macroeconomic policies in

During its investigation, Custors alg

ustry.

af¥tsely, the encouragement of certain more advanced technology or ‘hi-
aroducts, and environmental improvements are also common objectives
DC's macroeconomic policies and plans.

Specific measures that are considered to be aimed at implementing these
policy objectives are discussed in this section.

The Dire lo n Readjustment of Industrial Structure and th
Interim Provisions on Promotion Industrial Structure Adi

120 5y some cases, theses macroeconomic policies are stated specifically in implementing documents.
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The GOC has promulgated the Directory Catalogue on Readjustment of
Industrial Structure (the Directory Catalogue), which is issued and updated by
the NDRC.

The GOC provided the revised Directory Catalogue (issued in 2011) as

Attachment 173 of the SGC.I,121 and the 2005 (original) version at Attachment
A8-1 of the GQ.

In the Directory Catalogue, certain industry activitiés‘. products and equipment
are listed into three categories:

» 'Encouraged Investment Industries’;
¢ ‘Restricted Investment Industries’; and
¢ ‘Eliminated Investment Industries’.

Customs and Border Protection has observed the follo
the Directory Catalogue (original and updated versio
and steel industry (among other items).

Encouraged Investment inated Investment
Industries Industries
2003 Directory « Construction of new- e Hot-rolled narrow strip
Catalogue generation coking ovens. steel mills.
« Development and applications
of modern hot-rolled broagh
band steel rolling mill angs
key part manufacturing. i
¢ Production of oif '
pipe...high-pressulNg
pipe....and steel pips
2011 Directory . Melted Iron for steel- » Hot-rolled narrow strip
Catalogue making. steel mills.
e Hat rolled strip project
less than 1450mm.

e« Hot galvanized steel
shaeet rolts project less
than 300,000 ton /year.

« On-line quality testing
technology application in
productive process

The oridinal and updated Directory Catalogue also categorises certain items
of coal, power, and petroleum and natural gas as encouraged, restricted or
eliminated.

From the above, it appears as though there is a desire to discourage and/or
eliminate the manufacture of narrow strip in China (a possibie raw material for
HSS), as well as restrict the investment in smaller-scale galvanised hot rolled

121 customs and Border Protection notes this 2011 revision is consistent with an aim of Section 1V(6)
of the Revitalization Plan to ‘Update the Catalog of Structural Adjustment of Industries”.
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|
|

steel.

The original (2005) Directory Catalogue was issued alongside the Decision of
the State Council on Promuigating the ‘Interim Provisions on Promoting

Industrial Structure Adjustment’ for Implementation (the Interim Provisions),122
which provides context to the Directory Catalogue.

The Interim Provisions note:

The formulation and implementation of the ‘Interim Provisions’ is an

important measure to implement the spirit of the fifth plenary gession of
the 16th CPC Central Committee, to achieve the objective
‘Eleventh Five-year’ planning, and is of great significan
all-round implementation of the scientific view of develop.
strengthen and improve macro-control, to further transform
economic growth, to propel industrial structure adfastment,
optimization and upgrading, and to keep the le fast
development of the national economy.

The people’s governments...shall tak
structure adjustment as an important re
present and within a period in the future, e

d development task at
ish the liability system,

s, rationally guide the
port the development of
» and eliminate outdated
lind investments and low-level
tively propel industrial structure

to Butline specific objectives, principles and ‘key
hinese ‘industrial structure’. This includes

con steel... We shall urge the industries of oil refining,

, steel, cement and paper making to develop towards those of
arge bases and of large scale. We shall strengthen the geological
survey of important resources such as iron ... increase the geological
erve of resources, and Pzgactice rational exploitation and

comprehensive utilization.

122, sEF1 77, Customs and Border Protection noted its understanding that the Interim Provisions were
abolished, but noted the date of this abolition is unclear. In response to SEF177 (submission of 23 May
2012), the GOC has provided clarification on the Interim Provisions and noted that these were not
abolished, but rather the 2005 Directory Catalogue has been abolished and replaced with the 2011
Directory Catalogue, and that the Interim Provisions and Directory Catalogue are ‘part of the same
policy’. The GOC further clarified that the Interim Provisions set out the criteria under which certain
processes can be categorised into the three Directory Catalogue categories, whila the Directory
Catalogue identifies what processes have been characterised under the Interim Provisions.

123 Chapter Il, Article 6

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 131




.............................................

Public
File 143

The Interim Provisions make reference to the Directory Catalogue, observing:

e The ‘Catalogue for the Guidance of Industrial Structure
Aoyustment’ (the Directory Catalogue) is the important basis for
guiding investment directions, and for the governments to
administer investment projects, to formulate and enforce
policies on pubhc finance, taxation, credit, land, import and

export, etc
e The restricted category...need to be transformed or prohibited

from being newly built.
e The eliminated category mainly include the oultdat
techniques, equipment and products which do n
the relevant laws and regulations, seriously waste
pollute environment, do not meet the work gafety con

and need to be eliminated. 128

The Interim Provisions go on to state:
« financial institutions shall provide credit % to en raged
investment industries; and

 investments are prohibited to y
eliminated categories. &

L Ke restricted and

ategory enjoys some corresgondmg preferential
regard to imported equipment.

If any enterprise of the eliminated category refuses to eliminate the
production technique, equipment or products, the local people’s
government at each level and the relevant administrative department

124 Chapter 11l Article 12
125 chapter H1, Article 15
126 Chapter Ill, Article 16
127 | response to Question 32(b)ii)
128 | response to Question 32(b)ii)
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shall, in accordance with the relevant laws and regulations of the state,
order it to stop production or close it, and shall take appropriate
measures to resettle the employees of the enterprise, and guarantee
the safety of financial institutions’ credit assets, etc. If its products are
subject to the administration by permit for production, the relevant
administrative department shall lawfully revoke its permit for
production; the administrative department for industry and commerce
shall urge it to lawfully go through modification registration or
nullification registration; the administrative department of
environmental protection shall revoke its permit for poliution discharge;
and the electric power supply enterprise shall lawfully stop sugplying
electricity to it. If any enterprise violates the provisions, its g pSons
directly held liable and the relevant leaders shall be subghf to ligy
in accordance with the law. '

of the State Council oquurther Str
Production Capacities (the Back

In its response to Question 35 o GOC has explained that:

on capac. means the out-dated techniques,
s whigh do not conform to the relevant laws and
oy waste resources; which pollute the
not meet work safety conditions (same as

roducfiBn capacity’ is linked directly to the category of eliminated
' Catalogue.

ckward Capacities Notice focuses on the elimination of backward
pro ion capacities ‘on schedule’ by:

...focusing on such industries as electricity, coal, iron and steel,
cement, nonferrous metal, coke...in accordance with the scopes of
and requirements for elimination of backward production capacities as
prescribed in such documents as the Decision of the State Council on
Promulgating and Implementing the Interim Provisions on Promoting
the Industrial Restructuring (No. 40 [2005] of the State Council} [the
Interim Provisions)...Catalogue for Guiding Industrial Restructuring

129 goc response to the SGQ, Attachment 178.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 133




Public
File 141

[the Directory Catalogue] and the plans for restructuring and
revitalizing industries including iron and steel, nonferrous metal, light
industry, textile, efc.

It is considered these ‘plans’ for restructuring and revitalising the iron and
steel industry include the NSP, the 14" National FYP and the Revitalization
Plan.

The Backward Capacities Notice states there has been ‘remarkable progress’
in China in terms of the elimination of backwards production capacities, but
notes the targets for eliminating this capacity have not yet been met

through measures such as:

¢ strengthening the ‘Policy Constraint Mechanism’
access, strengthening the ‘economic and leg
law enforcement and punishment (includingere
Catalogue);

¢ improving policy incentives — strength
capacity elimination, resettling employe
transformation of enterprises (science and nology upgrading);

e improving the 'supervision a ction metRpnism’'— including each

region and the central Minis§lf of Industry and Information Technology

(MIIT) producing an annual ises with ‘backward

e backward technologies and

and the overall progress’ and

2 eMerprises in elimination of backward
rough merger, acquisition or restructuring of

ag8ncies and government levels shall ‘earnestly work
ation plans, divide the objectives and tasks among cities

ts of to-be-eliminated enterprises with a backward production
capacity to the Ministry of Industry and Information Technology and the
ational Energy Administration’,

proving the regulation and control of land use plans, and prohibiting
land suppty for construction projects of backward production capacities
and in industries with severe overcapacity; )

e giving ‘full play to the role of pricing mechanisms, such as differential
prices for electricity and reform of prices for resource products, in
eliminating backward production capacities... and raise the costs for
energy, resources, environment and land used by enterprises and
projects with a backward production capacity .

The Backwards Capacities Notice further outlines that, if an enterprise fails to
eliminate its backward production capacities before the prescribed time limit:
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its pollutant discharge permit shall be revoked,

« no banking financial institution shall provide any form of new credit
support to it,

« the investment management department shall not examine and

. approve new investment projects of the enterprise,

o the land and resources management department shall not approve
new land for use by the enterprise, and

e the relevant management department shall not issue any production
license for it or shall withdraw any production license or production
safety permit previously issued.

The Backwards Capacities Notice further provides for enterprisdg® that g not
eliminate backward production capacities according to the relev ision
to be closed down.

m rder Pr ion’ n

ackwalsjizapfies Notice
croSgpnomic policies
of those policies.

The Directory Catalogue, Interim Provisions a
are examples of sub-policies and measures
that are designed to implement the ‘aspirational

Further, evidence exists to demonstg at the GOCEactively monitors the
elimination of backwards productiof§ and meagures the success of this
objective. For example, General Stiggl HoldindlInc (General Steel) in its
cffStates Securities and
Exchange Commission (SEC) fo C9%egi®Nded 31 December 2007
observed:

velopment and Reform Commission
ic planner, reported that to date 29.4

in Novembe

States-incorporated company that, through a 100%
erates a portfolio of four Chinese steel companies with
ne General Steel subsidiary, the Baotou Steel Pipe Joint

...(the NDRC) also later announced obligation contracts with 18
provinces, autonomous regions and municipalities to eliminate 49.31
million tons of outdated iron smelting capacity and 36.1 million tons of
outdated steel smelting capacity. The obligation letters involved 573
enterprises.

130 Dagiuzhuang Metal, Baotou Steel — General Steel Special Steel Pipe Joint Venture Co., Ltd.,
(‘Baotou Stesl Pipe Joint Venture’), Shaanxi Longmen Iron and Steel Co., Ltd. {‘Longmen Joint
Venture’), and Maoming Hengda Steel Group Co., Lid.
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This again demonstrates the GOC's measures (which appear from General
Steel's statement to be binding in nature) and commitment to ensure the
implementation of this particular aspect of its macroeconomic policies and
plans.

Further, in response to the GQ, the GOC provided listings of companies that
have been affected by the elimination of backwards capacity since 2005,
specifically:

s Attachment 27 - List of Closed and Disused Iron & Steel Production
Capability of Enterprise; and
o Attachment 28 —2010 Enterprises list of Elimination Steel-
Production Capacities.

In these attachments, the GOC has provided details of ‘closed an
equipments’ including details of types of furnaces and thyf capacitie

listing included enterprises that, from their name, ap be invglvad in
various iron and steel products, including:

manufacture of steel pipes;
manufacture of ‘special steel’ products; X
steel rolling;

iron casting and smelting;
steelmaking and casting; a
coking.

. re involved a variety of iron and
ed in making pipe and tubes
el (HRS - consisting of HRC and/or

It is observed that these closures
steel enterprises, inclu
(potentially including

panies can be due to any one of a number of
bination of factors. These factors would include

vironmental regulations. Their closure was not forced on them by
any decision made by the GOC outside China’s legal
amework of laws and regulations.

It is noted that this statement by the GOC does not indicate that it has not
been involved in the closure of these enterprises, merely that these closures
have not been forced on enterprises outside China's tegal framework of laws
and regulations.

It is further noted that the GOC has included ‘old equipment’ as one such
factor, which is considered is likely to relate to the elimination of ‘backwards’
equipment.

In response to SGQ, the GOC emphasised that the Directory Catalogue is
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v rasamaans pay

essentially an environmental measure:

The GOC defends its right to legislate for the Protection of its
environment and the health of its people. The Directory Catalogue is
not an instrument of industry intervention with the commercial intention
of making Chinese industries the most competitive in the world or of
forcing the industry to conduct its business as dictated by the GOC. It
is a regulatory document which articulates how environmental laws are
to be applied.

Customs and Border Protection agrees that certain measures of the Interim
Provisions and Directory Catalogue would reasonably be oonS|de
environmentally-focussed, particularly those that relate to the
older, environmentally harmful technologies and techniques.

However, it is considered that all of these measures ca
be purely environmental, particularly when the naturgg
items on the Directory Catalogue are observed.

In particular, the Directory Catalogue can reag
towards meeting the GOC'’s policy aims of encé

raising product quality, and changing the product
environmental improvements.

Ag techni®al innovation,
k. as well as encouraging

and Operation of the Iron and Steel
ns), dated 21 June 2010, were provided
its response to the SGQ.

uction and operation of the steel industry... to practice
rms of production and operation for existing enterprises in

on and steel industry and to be used as the basis for relevant
departments and agencies in project approval or filing, resource

ocation, approving and issuing Production License of Construction

teel, providing norms for iron ore business and advancing elimination
of backward capacity etc.. Conditions of production and operation of
the iron and steel industry shall be combined with mergers and
reorganization, elimination of backward capacity and efc., in order to
reduce the quantity of steel enterprises step by step, lower the
proportion of backward capacity, improve and consummate industry
management, '

The Steel Standard Conditions go on to state they are:
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..the basic condition for production and operation of existing iron and
steel industry, and it is the transitional norms which is in line with
current development level of our iron and steel industry and will be
constantly improved with the improvement of the overall level of our
iron and steel industry. The higher Admittance conditions required for
the construction and reconstructions projects of iron and steel industry
shall be implemented in accordance with the requirements concerned
in ‘Development Policies for the Iron and Steel industry’ [the NSP].

The conditions then outline a multitude of requirements for enterprises in the
Chinese steel industry. These specifically relate to: ;

product quality standards;
environmental protection; ]
energy consumption and comprehensive utlllsatlon of reso
workmanship and equipment; :
production scale; and

safety, sanitation and social responsibility 4

monitoring system netwprke
department.

tq%NSP, the Revitalisation Plan and the revised
logue.

roduction of common steel enterprises’ shall be

ton or more, of special steel enterprises shall be 300,000
on or more, and the ‘proportion of alloy steel’ is to be more than 60%
‘specialization’ enterprises such as HSS manufacturers that use

0% percent alloy steel’ are excluded from this prowsuon)
The Steel Standard Conditions further note that:

Enterprises does not meet the Standard Conditions shall be reformed

131 Article 1(B)(2)
132 Articie 1D)(1)
133 Articte 1(D)(2)
134 Atticle E
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in accordance with the Standard Conditions. Where the enterprises still
fails to meet the Standard Conditions, (it) shall exit steel production
gradually.

For enterprise that does not meet the Standard Conditions, relevant
departments shall nol approve or file its new projects, shall not be

equipped with the new mining resources and land, shall not issue new

r j for pri il not provi it and finance
support.
[Emphasis added]

It is noted that the Steel Standard Conditions align with the NSK
ways (in fact mentioning it explicitly in Article I{D)(2)). .

n nditi ing In

The GOC has provided the Admittance Conditionggfor
(the Coking Admittance Conditions) as Attachmgt 160

$fovided A full translation
gd a full translation.13%

At the time of publishing SEF177, the GOC hatNyg
‘of this document as requested, but has since prov

Conditions were promulgated in 2004

industry layout;
techniques and

hit® outlines that adherence to the Coking Admittance
ed, and enterprises that do not meet the conditions shall
ainst them by the GOC.

fed that the Coking Admittance Conditions are directly referred to in the
rv of Commerce's 2008 Notice RegardingeDecIaration Conditions and
e of 2009 Trade Coke Export Quota,1 discussed further in Section
(i) of this appendix. These conditions provide that only enterprises that
meet the Coking Admittance Conditions could apply for an'export quota for
coke (i.e. enterprises that do not meet the conditions coutd not export coke).

toms an rder Protection’s as men

135 GOC submission of 23 May 2012
138 goc response to the GQ, Attachment 44.
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Customs and Border Protection considers that the GOC's measures for
market entry and industry operation for the iron and steel industry and coking
industry can reasonably be considered to go towards the GOC's aims of
making environmental improvements, and to encourage technological and
product quality advancement and structural adjustment in the Chinese iron
and steel industry.

The linkages between the Steel Standard Conditions, the Coking Admittance
Conditions, and the GOC's measures to eliminate backwards production
capacity and to encourage technical and environmental advancement are
observed.

Customs and Border Protection notes the potential impact the
and industry operation criteria may have on enterprises operati
and steel industries. For example, iron and steel enterprises that
the Steel Standard Conditions may have to upgrade thei
in operation, or face potential closure by the GOC.

In 20086, the State Council promulg
Accelerating the Restructuring of thy

uction capacity redundancy, which has turned into a
edomiMant problem in the economy.

Th dundancy Circular singles out the iron and steel industry as one that is
particOWprly affected by this problem. The Redundancy Circular further
outlines the observed downfalls or ‘aftermaths’ of production capacity
redundancy, and observes

If such situation is let go at random, the conflict rooting in the binding
force of resource scarcity will pop up further, the issue of structural
imbalance will be worsen off, there will witness an obvious increase in
enterprise bankruptcy as well as in unemployment. So we should

137 goc responss to the GQ, Attachment A20.
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resolutely make efforts to solve all the problems.

The Redundancy Circular continues by outlining the ‘requirements and
principles’ and ‘key measures’ to accelerate the restructuring of sectors with
production capacity redundancy.

The Redundancy Circular notes:
The key to promote the restructuring...is to give full play to the

fundamental role of the market in allocating resources and fully exert
the market strength to promote the survival of the fittest. ..

but goes on to state

...we should, by means of restructuring, reform and elimina%g)
through selection, accelerate the restructuring prdgess in the W
with production capacity redundancy.

In relation to the iron and steel industry, the Re
GOC'’s key measures to do so will include:

» strictly control newly-initiated projects, incl
approval for the establishme y new steSplant;

* eliminate outdated productiofff capacity including in iron smelting and
coking industries;

¢ ‘promote the joint restr

& steel enterprise and ot

so0 as to form se

predominant large-sized iron
enterprises in the same region
| enterprise conglomerates with an

e than 30 million tons’;

ory Catalogue; and
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Circular on Controlling Total {Capacity), Eliminating the Opsolete {Capacity)
Acceieratin r re Adjustment of Ir n | In

The iron and steel industry-specific Circular on Controlling Total (Capacity),
Eliminating the Obsolete (Capacity) and Accelerating Structure Adjustment of
Iron and Steel Industry (the Steel Industry Capacity Circular) was issued by
the GOC in 2006.

The GOC has been requested to supply a copy of this document, but has
declined to do so, observing the document has been superseded in 2009 by
the Notice of the State Council on Ratifying and Forwarding the Sevgral
Opinions of the National Development and Reform Commission Other
Departments on Curbing Overcapacity and Redundant Constr i

Industries and Guiding the Sound Development of hm;'usz‘rie.':.‘13
Overcapacity Notice).

Despite not having access to a copy of the Steel Ind
Customs and Border Protection understands fro
document within its 2008 CSWP Statement of
document outlined improvements observed i
to GOC macroeconomic controls (e.g. reduced ment, reduced

ds, increased mergers

that ‘powerful measures’ sho H to eliminate backward
.. 139 . . Gl .
capacity,  which the circular no '

ice goes on to outline ‘guiding opinions’ designed to

fulfil the Party Central Committee and the State Council’s package
plan coping with international financial crisis, consolidate and develop
good economic situation, promote structure adjustment, curb
overcapacity and redundant construction in some industries and
guiding the sound development of industries and guide new industry in

138 Goc response to the SGQ, Attachment 150.

139 ps quoted in CBSA, Statement of Reasons Concerning the making of final determinations with
respect to the dumping and subsidizing of Certain Carbon Steel Welded Pipe Originating in or Exported
from the People’s Republic of China, August 2008 at page 59.
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orderly development.

At the time of publishing SEF177, the GOC had declined to provide a full
translation of this document as requested, but has since provided a copy of
the document with ‘all sections relevant to the investigation’ translated.140

Guiding industry mergers and restructuring
Evi f restr

The GOC has not provided any specific circular, notice or other GO
document subordinate to the above-identified macroeconomic polj
directly relates to the implementation of mergers in the iron an
However, it is noted that the macroeconomic policies themselv
comprehensive in terms of these aims, outlining specific mergers
occur, geographic areas that are to be built up, and GO@measures
should be implemented to facilitate these mergers.

Formulate measure to facilitate merger, ition and/or
reorganization of steel mills, i.e. to make {r@gs more viable for
enterprises in planning M&A

the debts, and resolve he fiscalinterests therein. Prioritize in -
sequencing decision ma

jonal reorganization. To better
olicy for reorganization among steel

, the GOC provided a requested (non-exhaustive)
» nies that have merged (or been acquired by other
;@ 005 (Attachment 29). This list displayed multiple mergers
offand steel enterprises since 2005 (the year of promulgation of the
including mergers involving large SIEs.

Further, in Attachment 26 to the GQ, the GOC provided a report by KPMG
entitled China’s Iron and Steel Industry Amid the Financial Crisis, which
included a (non-exhaustive) listing of iron and steel industry mergers and
acquisitions for the period 2004 - 2009 (at page 24).

This table is reproduced below.

140 GOC submission of 23 May 2012
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Chart 7: M&As for China's iron and stesl sector between 2004 and 2009

Mergers and acquisitions in China's iran and steel sactor between 2004 and 2009

Group nama M&As Yieat Cruge stecd aatputin
JCUH 1 10,000 annes)

gers of Chinese iron and steel enterprises that
0 June 2009, have been reported by General
0-K (annual report) filing with the SEC for the

occurred in th
Stesl
period

uha & Steel Group (WISCO) (referred to in the above table as
ugang Group’) acquired Liuzhou Iron & Steel Group and established
Guangxi Iron & Steel Group for the purpose of building a new mill in
angchenggang city, Guangxi province;

* Baoshan iIron & Steel Co., Ltd (Baosteel), an SIE and China’s largest
steelmaker, acquired and recapitalised Guangzhou Iron & Steel
Enterprises Group and Shaoguan Steel Co. Ltd. with the goal of
building a new facility in Guangdong province; and .

» Tangshan Changcheng Steel Group and Tangshan Bohai Steel Group
incorporated in late December 2008 (though further evidence suggests
that Tanshan Bohai Steel Group was not physically formed until early
2012).

Customs and Border Protection also notes evidence exists to display the
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following additional recent mergers.

o The creation of Tianjin Bohai Iron & Steel Group Corp in 2010 through
the merger of Tianjin Pipe (Group) Corp (TPCO), Tianjin lron & Steel
Group, Tianjin Tiantie Metallurgy Group and Tianjin Metallurgy Group
Co."

e The formation of Angang New Co. in July 2010 after Anshan lron &
Steel Group won government approval to take over Pangang Group
Co."

The China Steel Yearbook 2011 (the Steel Yearbook, published anngally by
the China Steel Development Research Institute) includes reportgg¥ the

‘improved concentration ratio’ of the Chinese iron and steel in
Reporting that the ‘concentration’ of the Chinese steel industry
output} in the ‘top11 :9 Chinese producers has increased from 35.4

to 48.6% in 2010.

T f nterpri

It is noted that these mergers have involved
and steel industry, producing varying types of s
raw materials. Customs and Border Protectlon sSr
products and activities of merged stgP®Werprises in

teel products and steel
rch indicates that

steel plate;
HRC;

narrow strip;
pipe and tube;
steel bars ang
steel wire,

: n to pipe and tube (the sector that HSS falls within),
ipe ) Corp (TPCO) is a large producer of pipe and tubing in
at focuses iargely on Iarger-snzed oil pipe (non-HSS). However, the

141 Chinamining.org in 4 Steel Compames in Tianjin starts merger to form 20 million tonne giant,

i 201 262844 (accessed 2/4/12)
142 Blcomberg, Chlna s Top 10 Steelmakers in 2010 Ranked by Productlon
hitp:/fww -26/chi op-10-steaim -2

g
production- ;gglg html (accessed 2!4/1 2)

143 Ghina Steel Development Research Institute, China Steel Yearbook 2011, Beijing Metailurgical
Industry Press, 2011 at page 19. ‘

144 http://www tianjinpipe.com/about-test.htm
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In addition, Customs and Border Protection notes that Baosteel, which has
been shown to be a leader in the structural adjustment of the Chinese iron
and steel industry via mergers and acquisitions (see below and extracts from

Baosteel's annual report), is itself a manufacturer of HSS
GOC position

At Question 2.9(r)(i) of the GQ, the GOC was asked to describe how it had (if
at all) encouraged or requested mergers to take place amongst iron and steel
enterprises in China,

The GOC submitted:

The National Steel Policy sets out the vision for the futuré
the steel industry, consistent with the macro-sconomic goar:
sustainability, resource efficiency and land use.
request mergers or consolidations at the com

situations of market for
OC does not play a

The government itself does not determin
the purchase and sales of steel or HSS. Ti
‘commanding’ role. Instead, (g C
Any mergers or consolidatio, B8 would take place at the corporate Ievel
because the enterprises invag pr for themselves that the
policy environment tha Sernmengreeks is conducive to their
development in that way. N” :

the restructuring of the iron and steel
ergers, and has closely monitored the progress

ly evident from the number, type and entities involved in
is consolidation is in fact the realisation of certain aims
he macroeconomic pohcnes of the GOC (e.g. constructlon

aofeidian iron and steel base ° the reorganisation of TPCO and

Qacentration of production capacity in the ‘top’ enterpnses ) That is,
BOC policies have specifically stated that certain enterprises will
merge, and these mergers have in fact occurred.

145 pg displayed in Baosteel's Electric Resistance Welded Pipe product catalogue, available at
http://tv. baosteel.com/web/plc/p-pdf/1103C0104 pdf (accessed 6/4/12).

146 An aim pfthe 11" National FYP, the Revitalization Plan and the Qutline of the Eleventh Five-Year
Plan for the Economic and Social Development of Hebei Province.

147 An aim of the Revitalisation Ptan.
148 Ajm of the NSP.
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Secondly, available evidence suggests that this structural adjustment has in
many cases been progressed, and in some cases led by GOC-owned and
invested large iron and steel enterprises. Many of the larger-scale mergers
that have occurred have been through the consolidation of SIEs and
acquisitions by these enterprises (e.g. Baosteel, WISCO, Anshan Iron and
Steel (referred to in the above table as ‘Anben Group’, Hebei iron and Steel
Group and Shougang Corporation).

Indeed, Baosteel notes its role as a leader of industry restructuring in its 2010
Annual Report:

As one of the engines of domestic iron and steel industry, Bag#el has

been taking an aclive part in the reorganization of the indusi ir '

accordance with the national policies on iron and steel industry\ggY way,

various capital operation including acquisition, merg and transi '

free, Baostee! has quickly enlarged its productionfSeale Rd streggtheneg

its comprehensjve power, enhancing its core Mu‘%
[Emphasis added] | 4

RC andRegrow strip producers
aifing investigation into HSS from
jongkas closely examined Chinese

Note: in its assessment of Chi
for the purposes of its count

Additionally, followiggobsSWaations pade by General Steel in relation to iron
and steel industy R:rs, MitingdMe GOC's goals in relation to industry
consolidation, &g s ieve this are noted:

o [tisthe ‘-_-‘qu:.n: ent fo consolidate 50% of domesti

oductioramnon a fop ten steel companies by 2010 and 70% b

.A out 2008, it steadily heightened its consolidation

O 4
0 e cerlfal government has had a long-stated goal to consolidate 50%
. 470f domestic steel production among the top ten producers by 2010 and
. 70% by 2020. In September 2009, the central government published
n industry target to eliminate 80 million metric tons of inefficient

acity from th [in the end of 2011."
o In 2007, the government held firm on its resolve to consolidate the
highly fragmented domestic steel industr%fhrough coerced mergers

nd heighten rating requirements.

149 Ganeral Steel Form 10-K SEC filing for the period to 30 June 2009
150 General Steel Form 10-K SEC filing for the period ended 31 December 2010
151 General Steel From 10-K {annual report) SEC filing for the period ended 31 December 2007
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[Emphasis added]

Further, General Steel's Form 10-K SEC filing for the period to 30 June 2009
observes that ‘major mergers and acquisitions have been government-
directed’.

Additionally, evidence exists to demonstrate that the GOC actively monitors
and evaluates the progress of this industry consolidation, and feed this into
further policies, plans and measures (including outlining measures to be
taken by the GOC to further support this restructuring).

For example, the Revitalisation Plan, at Section Il C.3 observes t
‘Significant progress concerning reorganization and integration,

Some super large enterprises emerged which are stronger
innovation of technologies and in competitive edglajn the inte
market, the capacity of top 5 steel producers
total, and the capacity located along the rivgs
/, ind
remarkably optimized and pollution by
substantially decreased.

It is therefore considered that there i
restructuring of the Chinese iron anfff steel industry has been (and is still)
occurring, and that this is led by, encouraged by the GOC (and
certain evidence exists to dis his restlicturing is in fact GOC-
mandated and directed). It is co

as a result of factors other than ba arket forces (i.e. government

influence).
Customs and Bg er notes the linkage between this
industry restrucs 1 e eMNination of ‘backwards capacity’, as mergers
@ e elimination of backwards capacity (e.g.
adiformed (after MIIT approval) by amalgamating 12

ill undergo ‘restructuring work’ and the elimination
by the end of 2012 ‘in accordance with the 2011-2015

pment plan released by the ministry’ (MIIT).152
¥ measures on coke

The e has provided requested schedules of its import and export tariffs,

and VAT rebate rates for coal (including coking coal)1 * and coke from 1 July
2006 to 30 June 2011 (among other items). The GOC also provided data on
the total import and export volume of these products for that period {though
the GOC did not provide import data on HSS itself), as well as information on
export quotas, export licensing, and restrictions in processing trade.

182 pyatts, China approves consolidation no 2 units into Tangshan Bohal Steel Group, 9 February
2012, avallable at www,platss.com (accessed 7 April 2012).

153 43 code tariff classification 27011210
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From this data, it is evident that, in the years preceding the investigation
period, the GOC imposed a suite of export measures on coke, a key raw
material in the production of iron (which is a major input into liquid steel, that
is itself cast and used to make HRC and/or narrow strip).

These measures included:

e export tariffs; and . ,
o export guotas and an accompanying export licensing system (2009 —

2011).”*

Throughout this period, the GOC offered no VAT rebate on expg &
from China.

E ri

2011
2006 2010 (Jan -
Jun)
Export tariff (%) 0 40 40
Further, the GOC had low levéa of 5%) on coke from 2006 to

2008. This was eliminated in 20 n d at 0% for the rest of the

examined period.

ehergy
imate p

on to the export quota and license, as mentioned in Section li(jii) of
pendix., MOFCOM issued the Notice Regarding Declaration

s and Procedure of 2009 Trade Coke Export Quota in 2008.This
document established an export quota for coke from 2009 onwards
(corretating with a large increase in export tariff from 25% to 40%).

These conditions provide that only enterprises that meet the Coking
Admittance Conditions can apply for an export quota for coke. The conditions
also place further restrictions on which enterprises can apply for a coke

154 goc response to the GQ, Question C3.5 and GOC response to the SGQ, Attachment 135.
135 goc response to the GQ, Attachment 42,
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export quota (meet certain product quality standards, be of a certain
production size, have environmental protection measures, and position of
certain levels and types of insurance). The conditions also set out application
and approval procedures for the coke export quotas.

In relation to the rationale behind the export quota on coke, the GOC has
submitted that similar reasons to those behind the export tariff on coke were
also behind this measure, and noted:

Enterprises failing to conform to environment Protection standards, or
to honour common practices in promoting social responsibilitigs, may
be denied export quotas.

Over the years, the above management approach has o
achievements: the growth of coke industry investment and
has slowed down, and the industry has reduced i

res on i

Customs and Border Protection no
the GOC also changed rates pOhand exgbrt tax on coking coal as
identified in the below table. i y

2011
6 W 2007 4 2008 | 2009 | 2010 | (Jan-
' Jun)
E"':;’;é?"" 5 10 10 10
0
Import tarlff % 3 3 0 0 0

in Sedlon lI(iii) of this appendix, it is Customs and Border

n's anding that the practice in China is to import coking coal

I seen 10 be imported in substantial volumes in the GOC’s provided
'and export data), and convert this to coke in China for use in domestic
pduction.

The tariff rates on coking coal, though much lower than those noted for coke
itself, appear to correlate with the GOC's shift to high export tariffs on coke,
where import tariff rates on coking coal decreased as export tariffs on coke
increased.

156 GOC response to the SGQ, Question 25(a).
157 goc response to the GQ, Attachment 42.
158 goc response to the GQ, Attachment 43,
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Traded volumes of coke and coking coal

The export volume data fosr coke provided by the GOC in its SGQ response
has been charted below. °

Chinese Coke Export Volume (T)

\
N\
N —
AN
N~
2006 2007 2008 2009 2010 o |

e Ex poort Volume (T}

Chinese imports of coal over the same period (n this data was provided

for coal collectively and not split into ggddag and ot oal, though it is
considered the general trend of co ports into Chin&'is relevant
nonetheless). ‘

L N

Chinese Coal Import Volume (T)

/
/
/
/
2006 2007 2008 2009 2010 2011

—— Import Volume {T}

159 Thig data was pro-rated for 2006 and 2011, as the GOC was only asked to provide data from July
2006 — June 2011.
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WTO Dispute D 4 n 8

China's export tanffs and export quotas and licensing of coke (and other
raw materials) has recently been subject to a WTO dispute before a WTO
Panel and then the Appellate Body, the findings of which were handed down
in July 2011 and January 2012 respectively.

This dispute also involved objections to the setting of minimum export prices
(MEPs) for these raw materials.

Both the Panel and Appellate Body (which considered an appeal logged by
the GOC on certain matters) found that these Chinese measures gére WTO-
inconsistent, with the Appellate Body finding in conclusion:

modified by this Report, to be inconsistent wit
Protocol and the GATT 1994, into conformj
thereunder, such that the ‘series of me

pursuant to Article XX(b) of the GAJIT 1994 (i 8. the general exception to
aliow parties to adopt or enforge magsures thalare necessary to protect
human, animal or plant life or :
noting that the Panel found that
with China’'s WTO Acc

ection observes these measures on coke appear to
- aims of the NSP to restrict exports of coke (see Section
iS 2 .} and the aim of the 2009 Revitalization Plan to

#F on policy orientation of controlling export of ‘two high, one resource’
value-added goods (see Section li(iii) of this appendix.).

It is coMiidered that the GOC's export measures on coke (particutarly from
2009 onwards) can reasonably be considered to have had a significant
impact on the domestic iron and steel industry — discussed further in Section
lI(iii) of this appendix.

160 Particularly that from 2009 onwards.

181 Reports of the Appellate Body, China — Measures Related to the Exportation of Certain Raw
Materials (AB201-5) at 363.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 152




nnnnnnnnn

Public
File 122

Subsidies in the iron and steel industry
idi H I

During its investigation, Customs and Border Protection has found that HSS
producers in China have benefited from 28 identified countervailable subsidy
programs.

The largest of these programs (i.e. the program that has resulted in the
largest single subsidisation of exporter) is Program 20, which concens the
provision of steel raw materials (HRC and narrow strip) to HSS prg#ficers by
SIEs (also referred to previously as state-owned enterprises or,
price that is considered to have been at less than adequate re

Other subsidies that have been identified as being cou
grants for research and development, brand excelle

investment, and holding specific patents, as well
location and enterprise type.

subsidies will assist

industry (e.g. encouraging hi-tech stoglimgterprises steel product
research and development). 4

‘ ream’ subsidi

notes that the identifie
measures it has exagl multiple references to the provision of
bsidies to enterprises in the iron and
inclding ‘upstream’ enterprises to HSS

the implementation of GOC policies and plans.

fiscal siibport of backwards capacity elimination’ and support the
erprises (science and technology upgrading). Further,
lan mandates the provision of grants to iron and steel

Although Customs and Border Protection notes evidence of these upstream
subsidies in the context of this assessment of market situation in China, it is
not considered that sufficient evidence has been found that suggests that
there are reasonable grounds for the publication of a countervailing duty
notice in relation to these programs, as required by s.269TC when initiating
investigations into alleged programs.

Specifically, sufficient evidence has not been found that suggests:

« that these subsidies could reasonably be considered to be
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countervailable; or
o that benefit received under thee subsidies by upstream producers
has passed through to HSS manufacturers.

For this reason, these subsidies have not been further investigated by
Customs and Border Protection for the purposes of the concurrent
countervailing investigation.

l{iv) Further evidence of implementation and impact of GOC policles

Further to the above-outlined measures, Customs and Border Projgetion has
encountered more general evidence that highlights the importa
widespread implementation, and mandatory nature of these G
This is outlined below.

Implementation by SIEs

Customs and Border Protection observes Articl

People’s Republic of China on the State-Ow
requires;

ims of the NSP, the Revitalization Plan, and
lar, Customs and Border Protection has
s in various annual reports of Baosteel.

rder ' restrictive target of en Vi nsumption
A\ /od¥ring and pollution redycing, the Chinese government has

omulgated a series of policies and regulations, gxplicitly pointing out the
Wetion and timetable for the structural adiustment and elimination of the
outdated capacity or the steel industry, and it is becoming common
nderstandin realise the adj fin rial layou replacin

he out ity with the advan acity.

Baosteel firmly set up the scientific outiook on development, solidly

182 GOC response to the GQ, Attachment B27.
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implemented th y licies for lopment of steel i
adhered to the sustainable development, strictly controlled the investment
le, rationally arra jon proji n imized the

in 'ment structure...

2008 Annual Report:

In 2008, guided by Policies for Development of lron & Steel Industry and
C:rcular Econom y Promotton Law of the People S Repubhc of Chma a
56/ ji :

ross-regional consolidatic

accelerated; the strateqgic coa

as basically formed, optimizi

aquipment of these enterprises has been rapig
j * ne o- -ocu» in obsolete

2010 Annual Report:

As one of the engines of domestic iron andiStee! austri@Baosteel has

. been taking an active part in the reorganizafadPthe induStry in
accordance with the national policies on iron a se/ indystry. By way of
various capital operation including Jisition, meging. and transfer fo
free, Baosteel has quickly enlardPd its production scale, ana theneg

its comprehensive power, enhaliecing its cdfe compelitive power.

[Emphasis added]
Report, reproduced in Section lI(iv)

: osteel, a leading enterprise in the Chinese
facturer of HRC used by HSS exporters in

uding participation industry restructuring through
outdated capacity (backwards), and implementing

General influence on enterprises

Customs and Border Protection has also observed evidence (in addition to
the above Baosteel comments) that demonstrates the impact or potential
impact the GOC macroeconomic policies, plans and implementing measures
can have on iron and steel enterprises operating in China. It is noted that
these are both potentially positive and negative.
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General impact

The general impact of these GOC palicies, plans and measures on iron and
steel enterprises operating in China is observed by General Steel in its Form
10K Annual Report filing with the SEC for the period ended 31 December

2010:

We face the risk that changes in the policles of the Chinese
government could have significant Impact upon the business we
may be able to conduct in China and the profitablility of such
business.

The economy of China is transitioning from a planned egg omy I a
market oriented economy, subject to five-year and annuaRglang
adopted by the government that set down national econom

development goals. Policies of the Chinese govelgment can /NS
ignificant effects on the economic condition /M. The Chiffse
government has confirmed that economic ggvergnemyvill gow a
model of a market economy under socialiffi. UndSgthis Qgfttion, we
believe that China will continue to stresfthen ifgecolgic and trading
relationships with foreign countries and Sgi#ss development in

China will follow market forces. While we b&gve that this trend will
continue, there can be no assymmge that suchyill be the case. A
hanae in policies by the Chiflese government could adversely affec

our interests through, amon@other faclis: changes in laws:
requlations or the intertate thereoffFonfiscatory taxation:
astrictions on currency Cbie - iadorts or soyrces of supplies: or
he expropriation.or nationaMwtion of private enterprises. Although the
Chinese governiit has bee rsuing economic reform policies for
il ades, s Chinese government may significantly
alter suc . ol in the event of a change in leadership,
W', or other circumstances affecting China’s
¥ social climate

General Steel has also made the following observations in relation to the
specific impact of environmental measures on its Chinese operations in its
Form 10-K Form for the period ended 31 December 2010.

We are subject to environmental and safety regulations, which
may increase our compliance costs and reduce our overall
profitability.

We are subject to the requirements of environmental and occupational
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safety and health laws and regulations in China. We may incur
ntial costs or liabiliti jon with these requi nts.

Additionally, these regulat:ons ma y become stricter, which will increase
our costs of compliance in a manner that could reduce our overall
profitability. The capital requirements and other expenditures that may
be necessary to comply with environmental requirements could

increase and become a significant expense linked to the conduct of
I in
[Emphasis added]

made the following observations.

On July 12, 2010, the Ministry of Industry
Commission issued the Steel Industry A
Qualifications. The new standard spe
of steel production, which include: size
converters, emission of waster water, dus
quantity of coal used for each ggmgss of ste
capacity commencing in 2008.

furnace; size of
ton of steel producing,

While the operaljonal condigs become more stringent, more small
and medium siz&@mpanies VRikely to (be) aggressively look for
valued partnass.whi could laad fo opportunities for high gualil
acquisitioaPlor X COwoalll, We believe the directives have indirectly
strengthBed PN ioWes an industry consolidator by creating
quanfistivelfasurdl we can use to betfer qualify potential acquisition

fargets.
10-K fili§ p for the year ended 31 December 2007, General Steel

gWe believe the government will continue, and likely strengthen, its

.-ndustry consohdatron effort. As capaaity from weaker mgrkgt players

such as our Longmen Joint Venture i

We believe that the government will continue fo strengthen its industry
consolidation effort. As excess capacity from weaker market players is
removed, the eliminated capacity will be reassigned o steel

183 General Steel Form 10-K filing for the period ended 31 December 2007.
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. . . . 164
mpani hich have gain varnment approval f nsion.

[Emphasis added]
Iilv) Conclusion

After reviewing the identified GOC macroeconomic policies in relation to the
iron and steel industry, and related implementing measures, Customs and
Border Protection considers there is extensive evidence on the record to
show that the GOC plays a significant role in the iron and steel industry in

China, through its various policies, plans and implementing measur
(including through the implementation of these policies by iron anggiteel
industry SIEs as public bodies).

For ease of analysis, it is considered that these GOC influences e

broadly categorised as follows:

1. measures to drive structural adjustment;
2. technological, efficiency and environme
3. export restrictions on coke; and
4. subsidisation of encouraged practices a

e sures,

In categorising the abovs, it is noted
between these categories (e.g. su
encourage technological and effici

The likely impact of these meas
‘market situation’ is examined in th g chapter.

S
QO

164 General Steel Form 10-KQ filing for the period ended 31 March 2008.
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PARTHI  ASSESSMENT OF MARKET SITUATION

After identifying numerous GOC influences on the iron and steel industry,
Customs and Border Protection has undertaken an assessment as to whether
it is reasonable to consider that a market situation existed in the Chinese -
HSS market during the investigation period, such that sales in that market are
unsuitable for determining normal value under s.269TAC(1).

(i) Approach to assessment

In assessing whether a market situation has been created by gov
influence on an industry, it is considered that several approach
open to Customs and Border Protection.

In examining whether a market situation existed in the
Customs and Border Protection has focussed partic

assessment of the likely impact of these GOC inflyen
of supply of HSS, and the resulting likely impa the

In doing so, the likely impact of these GOC in
supply of HSS has been outlined below in relatio
of influence. :

(i) Economics of supply

easing Wpply, which causes producers to supply less products at
lven pgwe.

Pof these cases, the equilibrium price (the price at which the quantity
ed equals the quantity supplied) will be different to the price before

t in supply.

It is in this context that Customs and Border Protection expiains whether the
GOC policies and measures have led to HSS prices that are considered likely
to be significantly different to what they would have been without GOC
influence in the iron and steel sector.

HI(lli) Determinants of supply

The supply of any given goods can be shifted by changes in the determinants
of supply. These determinants include:
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the costs of the factors of production;
technology:

the price of related goods;

the number of suppliers in the market; and
expected future prices.

It is considered that, of these determinants of supply in relation to HSS:

¢ the costs of the factors of production;
¢ technology; and
o the number of suppliers in the market

have likely been impacted by the GOC influences outlined in thappegix.
Cost of the factors of production

The term ‘factors of production’ relates to the inputs ro ion of gygood,
including land, labour and capital goods.

It is generally accepted that if the price of a fa o) du decreases,
supply of the product increases, while if the pric factor of production
increases, supply of the product decre

It is considered likely that the impadll of GOC jgfluences have overall
increased supply in the iron ard st indust as discussed in Section

HIiv).

Technology

It is accepted tha gy are a determinant of supply.
Generally, i B doption of newer technologies enable

s of production to produce goods, which lowers
creases supply.

that the impact of GOC influences have increased the
pre ed tachnology equipment and production practices in the
¥ steel industry and this has increased supply — as discussed in
IH(iv).

Numb® of suppliers in the market

It is accepted that, all other things being equal, the greater the number of
firms in the market producing a good, the larger the supply of that good.

It is considered likely that the impact of GOC influences have decreased the
number of market participants throughout the iron and steel industry (though
this has not had the effect of reducing production overall).
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lii{iv) Impacts of GOC influences
Structural adjustment

As noted in PART Il of this appendix, significant evidence of the
implementation of the GOC policy of restructuring, re-locating and
consolidation of the Chinese iron and steel industry into larger, more
favourably located enterprises has been observed. Further, evidence that the
GOC has implemented measures to eliminate redundant capacity in the iron
and steel industry has been observed.

Consequently, structural adjustment has been seen both in ‘up
producers of HSS raw materials (and the upstream inputs of th
materials as well), but also in the Chinese pipe and tube sector a
enterprises that themselves produce HSS and other pipgand tube

and steel industry is likely to be more widespre
this appendix, which are non-exhaustive listi
likely that numerous other iron and steel ente
manufacturers and other pipe and tube producer:

It is considered that the effects of t
are likely to include:

greater cost efficiency thro

E industry overall. These benefits appear to be in line with the GOC
and objectives to:

& roalize the industrial upgrading and develop the iron and steel
industry into an industry with international competitiveness that may
basically satisfy the demand of the national economy and social
development in terms of quantity, quality and varieties

as stated in the NSP.

Indeed, Customs and Border Protection notes General Steel's comments in
its 10-K filing for the period ended 31 December 2007, and Form 10-KQ filing
for the period ended 31 March 2008, that identify this restructuring and
shifting in capacity from ‘weaker market players’ to larger enterprises as an
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opportunity for General Steel.

Technological, operating efficiency and environmental development
measures :

As outlined throughout this appendix, many of the GOC's macroeconomic
policies and implementing measures for the iron and steet industry focus on
achieving goals of technological advancement, increased industry efficiency
(noting the overiap of this with the above-mentioned mergers and
restructuring) and environmental protection. In many ways, these measures
appear to overlap (e.g. technologically advanced machinery is also fpore
environmentally friendly), so have been considered collectively.

The impact of these measures on the iron and steel industry an
enterprises operating within it are considered to be manifold, and
conhsidered may have a variety of impacts. Some likely ifgpacts are
below:

¢ increased efficiency through the use of
manufacturing processes (resulting in
industry competitiveness globally);

o decreased supply of certain materials and need to use alternatives
(e.g. the elimination of narro ills inlin
Catalogue will likely decreasfifthe supply of narrow strip and force HSS

HRC or other alternatives -

rades, etc);

eq ent and
s anfsncreasing

city, or use of non-backwards
/merge with compliant enterprises;

@ o se measures on their industries designed to protect the
AMES

Ires likely directly impact the operations and business decisions of
Myises, the costs incurred by these businesses, and subsequently their

Indeed, Customs and Border Protection notes General Steel’s comments in
its Form 10-K Form for the period ended 31 December 2010, which notes the
ability of GOC-enforced environmental measures to significantly impact the
business’ costs.
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Export restrictions on coke

Customs and Border Protection considers export restrictions on coke165 are
likely to have acted as a strong barrier to exports of coke from China, as the
competitiveness of Chinese exports of coke would have been seriously
eroded by the export taxes and lack of VAT export rebate, and the ability of
enterprises to be involved in the export of coke was restrained. :

These barriers to export would reasonably be considered to have an impact
on the volume of coke exported, which has been observed in a correlating
significant decline in exports of coke from China, resulting in an incrgased
supply of coke in China.

In turn, this increased volume of coke retained in China could r y be
considered to have resulted in decreased prices.

Note: publicly available cost models (availabl
www._sleelonthnet.com) demonstrate that.

o the cost of coke represents a
of the cost of cast steel (being fir. d to smelt iron, and this
iron then used fo produce steel);

¢ steel represents the of the co
of cost for narrow strilf will depegd on the amounts of scrap

used to produce the /s strip is rolled from, though it
portion of this steel scrap will

have been in receipt of numerous countervailable subsidies
e GOC, and that evidence exists to suggest that upstream suppliers of
d steel raw materials have also potentially been in receipt of

The likely impact of these subsidies on the Iron and steel industry are
considered to be diverse.

165 Particularly from 2009 onwards when export licensing, quotas and a significant increase in export
tariffs were imposed by the GOC
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For example:

e direct injections of funds into enterprises may result in lower costs for
factors of production being passed on to their customers by reduced
selling prices;

e grants for research and development may result in greater operating
efficiency through technological innovation, and increased product
quality;

e GOC funds to assist with the consolidation and merger of enterprises
(such as those outlined in the Backwards Capacities Notice) may
assist with the adjustment of the industry and the potential irgpacts of
this.

Hi(v) Impact on supply and price of HSS

In examining the above, it is considered that a combinatign of the lik
impacts of GOC influences on the Chinese iron and ggel Wgrket are li
have affected the determinants of supply of HSS ig C .

to

Likely impact on each determinant

Structural adiustment is likely to have impacted oNgge supply of HSS and
hence the price of HSS in the followiggsmgys.

¢ Reducing prices of the . of proddfition of HSS including the price

¢ |mproving the te
as a result g arch and development) and hence

n and increasing supply.
oS through the costs of compliance with
kds and industry operating conditions which
% supply (this influence would likely also have the
g supply in upstream industries due to their own
sts, decreasing the supply of HSS inputs and increasing
ese inputs).
redundant capacity and consolidating production into
arger, merged steel enterprises. It is noted that, while this may, in
terms of economic analysis, be expected to decrease supply, this is

t likely given the circumstances — that is, the structural adjustment is
aimed at eliminating redundant and backward capacity and, while the
shift of demand to larger more efficient producers may have reduced
the number of producers and some overall capacity, it is unlikely to

have resulted in less production and a decrease in supply. ° Rather, it

| is likely to have removed a significant proportion of redundant or
backward capacity, in line with the GOC aims. This is confirmed by

166 Refer to the comments within general Steel's Form 10-K filing for the year ended 31 December
2007 that discuss the shifting of capacity amongst industry members.
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statistics published in the Steel Yearbook that demonstrate that both
crude steel output and steel product output grew each year from 2006
to 2010 (approximately 50% and 70% in the period respectively).

Technological, and operating efficiency measures are likely to have increased
the supply of HSS (and hence decreased the price of HSS) through the
elimination of backwards capacity and adoption of more technologically-
advanced production techniques, reducing the cost of production (both of
HSS manufacturers, as well as for HRC and narrow strip manufacturers and
in upstream industries, affecting supply in those industries as well).

MM are likely to have impacted the supply
the price of HSS through the reduction of input prices through

the reduced price of coke on the supply of iron, and then the flo
effects of supply in steelmaking and casting, HRC and narrow stri
production, then HSS itself.

Subsidisation is likely to have impacted the prices rs ro jon of

HSS and hence the price of HSS through:

cturers, decreasing the
ply and hence price of

 improving the technology used by HSS
cost of production, as well as affecting the

HRC and narrow strip enterp nd upstr industries that are
also likely to have received ;
o decreasing the cost of inp HSS through the

encouraged structural . narrow strip, and upstream
industry entities (see ab
« directly reducingjnput price products at each stage of production

n by the recipient enterprises.

. ofore determines that the price of HSS in
China is likely t0%Qa Ve fixgnced by changes in the determinants of
supply, tea kupply and consequently lower prices in both the
HSS and upst

e of these influences could reasonably be considered to
ofcreased the price of factors of production and (in isolation) create a

R the supply curve to the left, which would likely have the impact of
raisinMSS prices. However, it is considered that the majority of these GOC
influences on the prices of factors of production, and improvements in
technology, would have resulted in an overall shift in the supply curve to the
right, resulting in a lowering of the price of HSS.

in noting the above, Customs and Border Protection has undertaken
comparative analysis of the domestic Chinese selling prices of HSS by
exporters that have co-operated with this investigation, and the selling prices
of the co-operating exporters from other investigated countries (taking into
account product mix). in doing so, it has been observed that the Chinese
domestic HSS prices were commonly below those of all other origins
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investigated.

While it is noted that this disparity may be due to several reasons, it is
considered that this analysis correlates Customs and Border Protection's
assessment that HSS prices in China are likely to have been suppressed
overall, as outlined above.

Customs and Border Protection observes that the changes in supply in HSS
and resultant impact on HSS prices have been brought about in a significant
part by the GOC Influence within the iron and steel industry.

li(vi) Conclusion - market situation

Customs and Border Protection considers that the GOC has &
numerous influences on the Chinese iron and steel industry, whi
to have materially distorted competitive conditions withinathat indus
affected the supply of HSS, HRC, narrow strip, and upst
materials.

The impact of these GOC influences on supp
manifold, and their resulting impact on the pri
easily quantified. However, as discussed in Sect
not considered that the quantification ice effe
assessing the suitability of prices fofffiormial value un

(if) of this appendix, itis
necessary in
r s.269TAC(1).

information available
et are not substantially the

Customs and Border Protecti
indicates that prices of HSS in
same (likely to be artificially low), Id have been without the GOC
influence. Customs an rder Prot3ion considers that GOC influences in
the Chinese iron ang.ste created a ‘market situation’ in the
domestic HSS s of HSS in that market are not suitable
for determiningd

it, Customs and Border Protection has further
Rf¥ness of exporters’ costs to make and sell in line
This assessment is discussed in Section 6.4 of this
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PART IV SUBMISSIONS IN RESPONSE TO SEF177

Multiple interested parties have made submissions in response to SEF177 in
relation to Customs and Border Protection’s findings of a particular market
situation in the Chinese HSS market.

Matters raised in these submissions are discussed below, and have been
considered by Customs and Border Protection in arriving at the conclusions
within this appendix.

V() SEF177- alleged GOC deficiencies

in its submission of 23 May 2012, the GOC noted that SEF17 g
‘certain deficiencies’ in the information provided by the GOC to th
investigation.

The GOC addressed these identified ‘deficiencies’, a ro
clarification and additional documentation (som whi er detailed
translations of documents previously provide h paglial slations).

The information provided within this submission 1S@iscussed throughout this
appendix. —

IV(ii) GOC Influences on scrap

ATM has submitted®” that it u
at a discount’ to that in the Asian
imposed a 10% export g on steel

pudtitting that the GOC has also
to ‘discourage export’.

ATM further subrgifies easures on coking coal and ‘other
alloys’ serves 14 < hinese domestic scrap prices that are
already infl : B ration of this 10% export tax.

d Border Protection from ATM's submission what
s this information in relation to scrap should have on its
ket situation in the Chinese HSS market, other than to
and Border Protection’s positive finding on this matter.

ms and Border Protection highlights that its findings in relation to the

.~e of a market situation in the Chinese HSS market have examined
the ene Chinese iron and steel industry in detail, and assesses the impact
of multiple GOC policies, plans and implementing measures (not limited to
export measures on coking coal) in this industry, ranging from steel raw
materials, to HRC raw materials (HRC and narrow strip) and through to the
HSS market itself.

It is noted at Section 11(i) that the matters discussed in detail within this
appendix are a selection of the maijor policies, plans and measures identified

167 ATM submission of 14 May 2012
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by Customs and Border Protection within its assessment. Discussion and
analysis of these influences on their own have resulted in Customs and
Border Protection finding that a market situation existed in the Chinese HSS
market.

While it is considered plausible that export taxes on scrap may have been
effective during the investigation period, and these may have further
influenced the market, it is not considered that further investigation/discussion
of this point would impact the already-positive finding of a market situation.

Consequently, Customs and Border Protection has not undertaken fyrther
investigations to correlate ATM's submission that an export tax e @S on

Chinese steel scrap, and what impact this may have on the pri i
China.

IV(ili} Test applied to establish market situation

The GOC has submitted?® that Customs and Bon
applied a ‘proper or recognised’ test to establis
situation that did not permit the determinatio
domestic sales in the meaning of Article 2.2 0
comparison within the meaning of Article 2.4 of t

submitted that the test applied by Cusigi and Bo

conform with the requirements of s § POTAC(2)(a)ii)

The GOC submits that Custo tection

market situation appears to:
...believe it is ci ish that prices of HSS in the Chinese
market are ; same as they would have been

' that Customs and Border Protection does not
make a findin al® of HSS would have been without the GOC

d Border Protection considers have created a
that a finding that prices of HSS in China were not the .
ave been without GOC ‘regulation’ of its market is

" irrelevant to determination of normal value in the economy of a
WTO member.

The GOY stresses that prices in every economy will be influenced by
government regulation, and that HSS prices in China were at all times
determined by supply and demand in a competitive market.

This submission is mirrored by Huludao and Kingland in their
submissions of 14 May 2012

The GOC's position on the ‘test’ applied by Customs and Border Protection in

168 GOG submission of 16 May 2012
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its determination of the existence of a particular market situation in China is
noted.

However, Customs and Border Protection respectfully disagrees with the ‘
GOC's assertion that a finding that government influence (which the GOC has
identified as ‘regulation’) in an economy of a WTO member has caused prices
within that economy/market to be not the same as they would have been
without this influence is not relevant to a determination of the existence of a
particular market situation.

On the contrary, Customs and Border Protection notes its policy outlined in
the Dumping and Subsidy manual that specifically relates to such
circumstances (referred to earlier in this Appendix at Section I(j

In investigating whether & market situation exists du
government influence, Customs and Border h
rmine_whether the impact of {gg
involvement in the domestic market hasg ?
competitive conditions, A finding that g
have been materially distorted may ai§
domestic prices are artificially
same_as_they would be if the

competitive market.
[Emphasis added]

The analysis and conclusions wi
accordance with this pogition outli

IV(iv) Economic ais t situation

The GOC has @
sumptions and/or constructions allegedly applied

ent of a particular market situation...are variously
ic, unconventional, and unrealistic.

su hat this analysis appears to be based on a degree
Bmic theory, but that there is no confirmation that this reflects
&perience of Chinese iron and steel producers, nor the impacts
holicies on the inputs of HSS.

As an example, the GOC notes Customs and Border Protection’s
findings that certain GOC measures have likely caused HSS prices in
China to be lowered, but provides ‘no evidence' of a lower price or of
any increases in efficiency in the production of HRC.

Huludao and Kingland'™ also consider that Customs and Border

169 Customs and Border Protection Dumping and Subsidy manual June 2009.
170 GOC submission of 16 May 2012
171 gybmissions of 14 May 2012
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Protection should have undergone some measurement of the impact
of GOC influences in the iron and steel industry on the domestic
prices of HSS. These entities also submit that the categories of GOC
influence identified by Customs and Border Protection were not of the
nature that would fower prices of HSS in China.

Further to the above, the GOC reproduces an extract from Customs
and Border Protection's 2006 REP118, in relation to an earlier
investigation into HSS, in which Customs and Border Protection
refers to the NSP an states it:

__is unaware of the success or degrees of policy
implementation (under the NSP) and cannot possibly asg§es
the actual influence, if any, on HSS prices.’7?

Dalian Steelforce has also made reference to the above xtract in ¢
submission of 15 May 2012.

The GOC submits that there is nothing in Custom )
Protection's current assessment of a market sit nin C
HSS market that shows:
...appreciation of the impact of policy i entation,
whether such policies have in fact been a d to and to

what degree, of their influe

Customs and Border Protection nofgs the sta
relation to the NSP, and consiggr trgge reflactlihe best understanding and
evidence available to Customs r Pafilection at the time of that

investigation.

Customs and Borde ion has undertaken thorough analysis of all
available informg Vestigation, as detailed throughout this
appendix .This ) Ic assessments of the impact of the
implementai} - DC policies, and evidence of the implementation

fluence on HSS prices (i.e. likely to be lower
P4 in a market without this extensive GOC

assessment, Customs and Border Protection

At vast volumes of information and GOC documents have
Poxamined, many of which have been developed well after the
Ay estigation into HSS, and its findings as detailed in REP116.

Customs and Border Protection disagrees with the GOC's submission
that the economic analysis applied in the assessment of the
existence of a particular market situation is unconventional. Customs
and Border Protection considers its assessment that a shift in the
supply curve, all other things being equal, results in a new equilibrium
price, reflects well established and readily accepted economic

172 REP166 page 70.
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principles.

Customs and Border Protection therefore considers that the
application of these principles to the observed GOC influences on the
Chinese iron and steel industry is a solid way to arrive at the
conclusion in this appendix that prices of HSS in the Chinese market
are not substantially the same (likely to be artificially low), as they
would have been without the examined GOC influence (see Section
lll(vi) of this appendix).

In addition, Customs and Border Protection notes its position, as
outlined in Section I(ii) of this appendix, that itis considered that {
pricing effect of the impact of government policies on domestic
of HSS does not have to be quantified. Customs and Border
Protection notes that, even if it were its intention to perform this
quantification, the nature and extent of GOC influence d in the

Chinese iron and steel industry (as detailed through pendix
is so broad it would make accurate quantification |

Regardless, although Customs and Border P
consider this type of analysis is necessary, ex
domestic and export prices form all 5 investigate
shows that Chinese HSS prices duri investiga
consistently the lowest of those pri d that
lower price may be attributable to rative advantages of
the Chinese iron and steel in ry ao and Kingland

have submitted must be taken i i
comparison)'”3, though he extent
unable to be quantifiedQgd conside

t, within this appendix, Customs
hsonably demonstrated that prices of

o igdEstigation period were likely to be

W they would have been in the absence of
Chinese iron and steel industry. This

ad on detailed analysis of GOC policies, plans
Bme measures and accepted economic analysis of the
I these GOC influences on the price of HSS in China.

M solation of certain provinces from influence

Orrcon has submitted?7s that, in Zhejiang province where the HSS exporter
Zhejiang Kingland is located, the NSP has had no effect. In doing so, Orrcon
acknowledges that the NSP does exist and has ‘some effect’ on larger raw
material suppliers, but submits that various provincial govemments in China

173 submissions of 14 May 2012

174 This issue is discussed in more detail in Section V(i) of Appendix C with reference to HRC and
narrow strip, though this also applies to comparative advantage in the Chinese HSS market.

175 Orrcon submission of 14 May 2012
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(including Zhejiang) have ‘actively resisted’ the NSP, making the practical
success of the NSP ‘slow to non-existent in many provinces'.

Further, Hengshui Jinghua has claimed that it has not been affected by any
GOC actions identified by Customs and Border Protection as creating a
particular market situation in the Chinese HSS market and has operated in
‘complete market conditions’. 176

Customs and Border Protection considers it possible that certain provinces in
China may have played a more active role in implementing the Central

Government's polices (not merely limited to the NSP, but including various
other policies and plans} than others. However, as observed in thj ppendix,
Customs and Border Protection has observed significant evide
suggests:

e the GOC at all levels, and across multiple agenci
actively implements and monitors the succes
Revitalisation Plan and other broad macro
the steel industry (noting various proving|
reference to aims to implement nation

o the implementation of the GOC's nation
policies by provincial governments, as wel
departments, is mandatory; ag@s=y

« the impact of these policies,f§f
various provinces in China.

NmpgafSiders it likely that the impact of
measures are felt by members of the
inces, though certain provinces may

~ GOC policies, plans ang implemen
iron and steel industry i Chinese
- oth

- ce is used to produce HSS in another
y S0C influence that may be disproportionately
vince to province somewhat mobile.

and BTder Protection therefore considers that the impact of
cffolicies, plans and implementing measures have influenced the
M& Chinese iron and steel industry and all entities within it,
regarofyss of their location (either though direct intervention in
business affairs, impact on the available equipment and permitted
production processes, influence on raw material supply, influence on
the factors of competition (e.g. number of market players), or in
various other ways).

Customs and Border Protection therefore does not exclude Kingland or
Hengshui Jinghua from its findings of a market situation in the Chinese HSS

178 Hengshui Jinghua submission of 2 May 2012
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market.
IV(vi) Applicability of NSP to HSS sector

Huludao and Kingland have submitted?7” that the NSP does not apply to the
HSS sector in China, and that this policy substantially focuses on the mining
and ‘rolling’ part of the Chinese iron and steel industry.

Customs and Border Protection notes that the NSP clearly identifies the iron
and steel industry, the target of the policy, as including ‘metal products’ (see
Section I(vii) of this appendix), which it is considered includes HSS (though
Huludao and Kingland challenge this interpretation and consider it jgto0
broad).

Further, Customs and Border Protection also notes that the NS
of multiple GOC macro-economic policies examined in the determi
made within this appendix that a market situation existe the Chine
market (i.e. the findings are not solely reliant on the i

many of which have established links back to th and other macro
economic policies, as well as a demonstrated imp n manufacturers of
metal products (specifically steel pi hina.178

Customs and Border Protection co
has demonstrated that the N n
measures (implemented and de
impact the entire iron a steel ind

e analysis in this appendix
policies, plans and

ous levels of government),

in China, including metal product

is also felt by HSS manufacturers

: ay 212, Huludao and Kingland observed the
usffs and Border Protection’s previous investigation
ions, which involved an investigation into whether a
ted in China in relation to those goods and found:

ere was no market situation in relation to aluminium extrusions in
China; however
e cost of primary aluminium (the main raw material for aluminium
xtrusions) was not a reasonable cost for the purposes of Regulation

after which Customs and Border Protection constructed costs for aluminium
extruders that included uplifted primary aluminium prices and performed
ordinary course of trade tests with these uplifted costs to establish sufficient

177 Huludao submission of 14 May 2012, Kingland submission of 14 May 2012,

178 Refer to the comments made by General Steel in its various SEC filings, as reproduced at Section
li{iv) of this appendix.
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volumes of domestic sales in the ordinary course of trade used to establish
s.269TAC(1) normal values.

Huludao and Kingland appear to submit that this approach should have been
taken in relation to HSS.

Customs and Border Protection reiterates that its detailed analysis of the
Chinese HSS market has found that domestic sales of HSS during the
investigation period were not suitable for determination of normal values
under s.269TAC(1) due to the existence of a particular market situation. This
finding therefore renders all gome ic sales g suyitabl 1S i
gﬂmmng_m;maml_u&, regardiess of whether they would havge
the ordinary course of trade after uplifted HRC and narrow strig
used to conduct this test.

Iv(vili) Evidentiary issues

The GOC has submitted!? its concern over the tr
it has provided to the investigation, as well as t
and Border Protection on certain evidence fr

The GOC expresses concem that:

s Customs and Border Protecj
of GOC laws and rejected

« there is no evidence of
in the SSGQ;

o material has been relied up
and Border Prot@fi
specifically:

C explangfions of its own laws;
ration bdihg given to evidence supplied

and
tomments made by General Steel.

Inter jon of C laws

‘ is re d appendices, Customs and Border Protection has
jeafbured to assess and analyse vast amounts of information requested
¥4 provided by the GOC (including laws, regulations, policies and other
ocuments). In doing so, Customs and Border Protection has sought to
$bly interpret these documents in an impartial and reasoned manner,
having regard to all available evidence.

Customs and Border Protection observes that this has necessarily involved
the interpretation of the text of various GOC documents, including GOC laws.
However, this has at all times been undertaken bearing in mind the context of
those documents, and related information provided by the GOC (including its
written responses to the GQ, SQG and SSGQ). This is relevant to the

179 3OC submission of 16 May 2012
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assessment of a market situation in the Chinese HSS market that is the focus
of this appendix, but also to the assessment of the countervailability of
subsidy programs in China (discussed in detall in Appendix B of this report).

This analysis of GOC information, supported by evidence provided by other
parties and sourced from publicly available information, has led to the findings
within this appendix and other parns of this report.

Consideration of SSGQ

It is noted that the SSGQ, and the GOC's response to this question
relate specifically to the assessment of the countervailability of all
subsidy programs 21 — 34, discussed in detail in Appendix B o
However, this issue of consideration of the SSGQ is contained
appendix for convenience.

In any case, Customs and Border Protection consid
assertion that there is no evidence of the SSGQ bg
supportable. Numerous references to informati
the SSGQ were contained in SEF177 and re
findings that alleged subsidy programs were n
information provided in the SSGQ/

For example, Section 11\(ii) of . to this report states, in relation to
the alleged programs 25, 26 and 3§

Having regard to the ell
the GOC'’s respgnse the

: il these programs outlined in
Q, and its investigations with the
exporter, Customs and Border
inancial contribution received under

in relation to EC and CBSA information in the context of
tes to the fact that the findings of both administrations

bd by oms and Border Protection were based on different laws to
\at govern the Australian system, and related to different periods of

Customs and Border Protection observes that it has specifically
acknowledged the differences between the tests applied by the CBSA and
EC and those applicable to its own assessment of HSS in China (see Section
(i) of this appendix). This has been borne in mind by Customs and Border
Protection throughout its assessments within this report.

Customs and Border Protection acknowledges the different investigation
periods of the EC and CBSA's investigations into sub-sets of HSS discussed
in this report, but notes that its own findings have been based on a variety of
available information, including recent GOC policies, plans and measures that
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have been imposed following the CBSA and EC findings.

Furthermore, Customs and Border Protection has made its findings within this
report after asking the GOC extensive questions related to the applicable
investigation period.

WTO dispute findings
The GOC's submits in relation to the DS394, 395 and 398 disputes that the
.,,quoted recommendation did not in fact apply to many of t

measures listed in SEF177 because lengthy sections of
findings were declared moot and of no legal effect.

The GOC further considers that none of the findings referred to in
relation to these disputes support a finding of particular fgrket situa
any case.

m Border
paMgulars of the
ted in SBction 1l(iii) of

The GOC's submissions on this matter are not
Protection does not consider it necessary to
legality of the Appellate Body's recommendati
this appendix.

: rences made to these WTO
disputes in this appendix have bee pplied tesimply demonstrate that the

The GOC raise e stoms and Border Protection’s reliance on
certain com ithin various documents lodged by General
Steel with the 4PGOC observes that this information is unverified,

invilitigation Public Record, and taken from a different
nti-dumping and countervailing investigation.

‘@ fu ubmits that companies commonly report to the SEC on
tgd® including international risks associated with their business operations,
n¥EGat the views expressed by General Steel that it is subject to
envirdmental and safety laws and regulations, and that compliance with
these may affect costs, is not prejudicial to China in any sense.

Customs and Border Protection notes that, in making final recommendations
to the Minister, the CEO of Customs and Border Protection may have regard
to any other matters considered to be relevant.'® It is considered that the
statements of General Steel are such a relevant consideration.

180 5,269 TEA
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It is noted that the General Steel comments are publicly available from the
SEC, and are not of a nature that warrants verification (i.e. general
statements of risks posed by business). In relying on these statements,
Customs and Border Protection has undertaken an assessment of the context
of these comments, and considers that, though they are provided to the SEC
for different purposes, they reflect the opinion of General Steel in relation to
the risks posed by GOC policies in China, and the costs associated with
compliance with GOC policies.

While Customs and Border Protection considers that these statements are
indeed not ‘surprising’, they do serve to offer insight into the potenti and

actual impact of GOC policies, plans and measures in the Chines
stesl industry on entities operating within that industry (indeed,
manufacture various forms of steel pipe).
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This appendix details Customs and Border Protection’s assessment of the 35
subsidy programs investigated in relation to HSS.

PART | INTRODUCTION

1(1) Investigated programs

At the date of initiation of this investigation, Customs and Border Pg¥ection
considered that the application had presented reasonable grou
publication of a countervailing duty notice in respect of 20 all
programs, and Customs and Border Protection commenced inve
into these programs.

During its investigations with selected cooperatin
further 15 possible subsidy programs came to
Protection’s attention as potentially counterv i
HSS. Investigations into these programs were
investigated programs to 35.

rograms, ald the subsidy amount
grams, is detailed in this

appendix.

(i) The Act

(i) by a government of the country of export or country
of origin of those goods; or

(ii) by a public body of that country or of which that
government is a member; or

(iii) by a private body entrusted or directed by that
government or public body to carry out a governmental
function;

that is made in connection with the production, manufacture or
-export of those goods and that involves:

(iv) a direct transfer of funds from that government or
body to the enterprise by whom the goods are
produced, manufactured or exported; or

(v) a direct transfer of funds from that government or
body to that enterprise contingent upon particular
circumstances occurring; or

(vi) the acceptance of liabilities, whether actual or
potential, of that enterprise by that government or
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body; or

(vii) the forgoing, or non-collection, of revenue (other
than an allowable exemption or remission) due to that
government or body by that enterprise; or

{viii) the provision by that government or body of goods
or services to that enterprise otherwise than in the
course of providing normal infrastructure; or

(ix) the purchase by that government or body of goods
provided by that enterprise; or

(b) any form of income or price support as referred {0 in Article XVi of
the General Agreement on Tariffs and Trade 1994 that is regeived
from such a government or body;

if that financial contribution or income or price s
benefit in relation to those goods.

S.269TAAC defines a countervailable subsidy as follows:

(1) For the purposes of this Part, a sy
subsidy if it is specific.

(2) Without limiting the generality o
subsidy is specific, a subsidy is specific.

bsection (3), access to the subsidy is
particulafenterprises; or

section §B), access is limited to particular
ss within a designated

within the jurisdiction of the

enterprises
geographical
gising auth

ntingent, in fact or in law, and whether
several conditions, on export performance;

sulSidy is contingent, whether solely or as one of
bnditions, on the use of domestically produced or
ured goods in preference to imported goods.

(a) is established by objective criteria or conditions set out in
primary or subordinate legislation or other official documents
that are capable of verification; and

(b) those criteria or conditions do not favour particular
enterprises over others and are economic in nature; and

(c) those criteria or conditions are strictly adhered to in the

administration of the subsidy.

(4) Despite the fact that access to a subsidy is established by
objective criteria, the Minister may, having regard to:

(a) the fact that the subsidy program benefits a limited number
of particular enterprises; or

(b) the fact that the subsidy program predominantly benefits
particular enterprises; or
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(¢} the fact that particular enterprises have access o
disproportionately large amounts of the subsidy; or

(d) the manner in which a discretion to grant access {o the
subsidy has been exercised;

detsrmine that the subsidy is specific.

S.269TACC of the Act directs how it is to be determined whether benefits
" have been conferred by a subsidy and the amount of this benefit.

Customs and Border Protection makes references to these sections
throughout this appendix. '

i) Information relied upon

In addition to the information contained in ATM's application for th
investigation, Customs and Border Protection has had
in arriving at the conclusions regarding countervaila
appendix:

su

« the responses from the GOC to the GQ, a SG

« responses to the Exporter Questionnaire by s ed cooperating
exporters, and information gatheg#*#bm and ve d with these
exporters; and

- -

« information submitted to Qand Bogler Protection’s 2009
investigation into aluminium s China (REP148), and
Customs and Bordgg Protection nalysis and findings in this
investigation.

- decided, for this investigation, not to
undertake a yisiTQRlL to Verify information contained in its GQ, SCQ

' Border Protection considers the responses of
W - iros contain limited information that is by nature
riWconsist of written responses and documentation that
verification.

2 this determination, Customs and Border Protection considered that,
ecessary, it would likely be more practicable in the context of the HSS

iration to pose additional questions to the GOC in the form of

entary government guestionnaires or requests for comment, rather

than during face-to-face meetings with GOC officials.
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PART Il EXEMPTION/REDUCTION OF TAXATION

(i) Program 10: Preferential Tax Policies for Foreign Invested
Enterprises (FIEs) - Reduced Tax Rate for Productive FIEs
scheduled to operate for a period of not less than 10 years

Background

The Applicant has alleged that Chinese exporters of HSS have benefited from
a preferential tax policy for FIEs provided for under the Chinese Foreign
Invested Enterprise and Foreign Enterprise Income Tax Law 1 991 4Re FIE
Income Tax Law) which came into effect on 1 July 1991.

During the investigation period (July 2010 - June 2011) the prev. incy
tax rate for FIEs in China was 25%. &

Under this program, from the year an FIE begins to make a profit, they may
receive a full exemption from income tax in the first and second years and a
50% reduction in income tax in the third, fourth, and‘ fifth years.

This program begins in the first profitable year of the FIE and concludes at
the end of the fifth subsequent year. There is no deferral of the exemption or
reduction for subsequent years where the enterprise does not make a profit.

Legal Basis o ‘

The income tax reduction and exemption for FIEs under this program is
provided for in Article 8 of the FIE Income Tax Law.

The program is g
of Taxation (SARg

in accordanegWwi
Enterprise an ron
Regulagions).

Iw Law and the FIE Tax Regulations were repealed with
jucti e Enterprise Income Tax Law 2008 (the EITL).

| prega dministered by the State Administration
a nch Offices or Bureaus. It is administered
nenting Rules of the Foreign Investment

prise Income Tax Law (the FIE Tax

fver, transitional arrangements extend the operation of this program and
otheMaceferential tax programs in accordance with the Notice of the State
CounciPon the Implementation of the Transitional Preferential Policies in
respect of Enterprise Income Tax (State Council Notice No 39 of 2007). This
notice provides that:

e as of 1 January 2008, enterprises that previously enjoyed a 2-year
exemption and 3-year half payment of the enterprise income tax and
other preferential treatments (including periodic tax deductions and
exemptions) may continue to enjoy any preferential treatments
previously enjoyed until the expiration of the transitional time period;
and

« for enterprises that previously had not enjoyed preferential treatment,

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 181




the preferential time period shall be calculated from 2008.
WTO Notification

The GOC notified this program in WTO document G/SCM/N/123/CHN dated
13 April 2006 (Notification No. I).

Eligibility Criteria

Under Article 8 of the FIE Income Tax Law, to be eligible for this program, the
enterprise must be:

an FIE;
‘production-orientated’;
an enterprise which has an anticipated term of operation of at least
10 years; and
) an enterprise that has had a financial year in which it made a profit.

To be categorised as an FIE, the enterprise must be a Chinese—Foreign
equity joint venture, a Chinese—Foreign cooperative joint venture or a wholly
foreign owned enterprise established in China.

Is there a subsidy? Vo ®

Based on the information above, Customs and Border Protection considers
that the program is a financial contribution by the GOC, that involves the
foregoing, or non-collection, of revenue due to the GOC by eligible
production-oriented FIEs in China.

Due to the nature of this program (general exemption on income tax
regardiess of what activities generate this income (profit)), it is considered
that a financial contribution under this program would be made in connection
to the production, manufacture or export of all goods of the recipient
enterprise (including HSS).

Where received, this financial contribution is considered to confer a benefit
because of the tax savings realised.

exporters of HSS during the investigation period received tax savings
un he program it would therefore confer a benefit in relation to HSS, and
the fi ial contribution would meet the definition of a subsidy under 5.269T.

Is the subsidy a countervalilable subsidy (specific or prohibited)?

As provided for in s.269TAAC(2)a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises.

Previous estimates by the GOC indicate that FIEs constitute approximately
3.2% of all enterprises in China. This means that the preferential tax
treatment explicitly limited to FIEs is not available to approximately 97% of
enterprises in China.
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Only FIEs are eligible for the subsidy. Other companies in China (being
domestic invested enterprises or DIEs) are not efigible for the subsidy.
Further, only production-oriented FIEs are eligible for the subsidy (i.e. FIEs
that are not production-oriented are not eligible for the program).

As the criteria or conditions providing access to the subsidy favour particular
enterprises, being those eligible production-orientated FIEs, over all other
enterprises in China, the specificity of the subsidy is not excepted by
reference to s.269TAAC(3).

For these reasons, Customs and Border Protection finds that the subsidy is
specific.

The amount of subsidy In respect of the goods € £
Selected cooperating exporers

One selected cooperating exporter identified that it was eligible for a 50%
reduction in income tax under this program during the investigation period.
However, as the enterprise was not profitable during the period, it was not
liable for income tax in any case, and hence did not receive a benefit under
this program during the investigation period.

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to that selected cooperating exporter, and all other selected
cooperating exporters under this program.

- ers, no information was provided by
either the GO 3 aN@xporters themselves regarding whether
: ase exporters under this program.

tN\ffovide usage information, and enterprise ownership
ed necessary to determine whether a financial

received in respect of the goods by selected non-

ers, and determining whether a benefit had been conferred
M oxporters under this program. This information was not provided.

Mbsence of this information, Customs and Border Protection considers
that, given:

the fact that the program operates on a national leve,

the understanding that approximately 3.2% of enterprises in China are

FIEs and certain selected cooperating exporters of HSS are FIEs; and
o Customs and Border Protection found that one selected cooperating

Chinese HSS exporter was eligible for this program

it is likely that selected non-cooperating exporters meet the eligibility criteria
for this program, have accessed this program, and therefore received a
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financial contribution under this program.

it is considered that this financial contribution has been made in respect of all
products of these exporters, including HSS.

In the absence of usage information, Customs and Border Protection
considers that:

e $.260TACC (2), (3), (4) and (5) are inappropriate for determining
whether a benefit has been conferred to selected non-cooperating
exporters under this program, and

e s.260TACC(6)is inappropriate for determining the total a
subsidy attributable to that benefit.

Therefore, in accordance with s$.269TACC(7), Customs and Borde
determines that selected non-cooperating exporters ha ad bene

conferred to them under this program during the invegi ‘
form of tax savings.

In calculating the amount of subsidy attributai@g to t
5.260TACC(7), Customs and Border Protectio

program, the maximum benefit that can be confer

dful thaf, under this
is a zero tax liability.

-

To ascertain the quantum of this b efit, Customs and Border Protection has
calculated the maximum amount o enefit th uld have been attributed to
each of the six selected coopeitin ortersinder this program during the
investigation period (zero tax lia Y making the benefit 25% of
profit) and attributed thi amount t S per unit by dividing this benefit by
the total sales volume oNggch enterp (in accordance with
$.269TACC(10)).

2l OMTated (per unit benefit amount for each
selected co 2 i as a percentage of the weighted average

d Bord @ Protection has then attributed the highest subsidy
L.m of the selected cooperating exporter to all selected

Programs 1, 11, and 12 - Income tax reduction for foreign-

Background

The application alleges that HSS producers/exporters that are FIEs are likely
to have benefited from exemptions to income tax based upon the location of
those exporters in a particular province or locality.

These programs apply to certain industries with operations in certain
designated zones or certain specific geographic locations. They reduce the
normal FIE tax payable rate of 25% to various levels, depending on the
particular location.
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Legal Basis

The income tax reductions under programs 1, 11 and 12 are provided for in
the FIE Income Tax Law, Article 7.

The programs are national programs and are administered by the SAT and its
local Branch Offices or Bureaus, in accordance with the FIE Tax Regulations.

As noted in Section ll(i) of this appendix, the FIE Income Tax Law and the
FIE Tax Regulations were replaced by the EITL in 2008. However,
transitional arrangements for these programs until end 2012 are in place
under State Council Notice No 39 of 2007.

WTO Notification

The GOC notified the following programs in WTO dogam
G/SCM/N/123/CHN dated 13 April 2006.

« Preferential tax policies enterprises wi
in special economic zones (excluding S | Pudong area)
(Notification No. X).

e Preferential tax policies enter
in the coastal economic op

technological development 2Zgnes {NotMsation No. XI).
o Preferential tax policiesQgtermises wit oreign investment established
in Pudong area of Shang No. Xil).
Eligibllity criteria
Program_1: Prefg@entiaigax Dix or enterprises with foreign investmen
astablished ig l;?ﬁ.ll‘-‘ cndPhic open areas and economic and
= hn 0qQi -,Lmﬁ. RITIC PUIGS.

N

. oly FIEs Mgate®in economic and technological development zones
R7s) or (e Coastal Economic Open Areas are eligible for the

bs

Es andlor companies located outside ETDZs or the Coastal

conomic Open Areas are not eligible for the subsidy.

tablished in ial nomi n xcluding Shanghai Pudong ar

e Only FIEs located in a special economic zone (SEZ) designated
geographical region are eligible for the subsidy.

o DIEs and/or enterprises located outside an SEZ are not eligible for the
subsidy.
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Program 12: Preferential tax policies for enterprises with foreign investment
gstablished in Pudong area of Shanghai.

e OnlyFIEs locatedin a special economic zone (SEZ) designated
geographical region are eligible for the subsidy.

« DIEs and enterprises outside the Pudong area are not eligible for the
program.

Are there subsidies?
that the laws govemning these programs mandate a financial contg

the GOC, which involves the foregoing, or non-collection, of re
tax) due to the GOC by eligible enterprises in China.

Due to the nature of these programs (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered
that a financial contribution under these programs would be made in
connection to the production, manufacture or export of all goods of the
recipient enterprise (including HSS).

Where received, this financial contribution is considered to confer a benefit
because of the tax savings realised.

-

Where exporters of HSS during th
under these programs, it woul&ghe
and these financial contributions“Qgu
5.269T.

vestigatf@in period received tax savings
re conf@ a benefit in relation to HSS,
e definition of a subsidy under

Are the subsidieg i ubsidies (specific or prohibited)?

NC(2¥D), a subsidy is specific if access to the
subsidy is i o enterprises carrying on business in a
TG ion that is in the jurisdiction of the subsidising

sidered specific if access to the subsidy is explicitly
r enterprises (s.269TAAC(2)(a)).

4 programs limit eligibility to FIEs based in certain geographic locations
jurisdiction of the granting authority (SAT).

As the criteria or conditions providing access to each of the subsidies favours
particular enterprises, being FIEs in particular locations, over all other
enterprises, the specificity of these subsidies is not excepted by reference to
s.269TAAC(3).

For these reasons Customs and Border Protection finds that the above
subsidies are specific.
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The amount of subslidy in respect of the goods

| ooperating ex
Customs and Border Protection has determined that none of the selected
cooperating exporters have received financial contributions in respect of the
goods under these programs during the investigation period.

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to selected cooperating exporters under these programs.

| n- i I
For selected non-cooperating exporters, no information was progge

either the GOC or the individual exporters themselves regarding er
benefits were conferred on these exporters under thes

information, considered necessary to determin
contribution has been received in respect of t

cooperating exporters, and determining wheth
to those exporters under these programs. This in

#6arams are limited to enterprises in
d BordeiProtection requested the GOC
M exporters in China, but this

Furthermore, it is noted that these
specific regions in China. Customsy
provide information as to the Idgatio
was not provided.

Customs and Border P
addresses, but it igd ‘supplier’ whether they are in fact the
e supplier operates in more locations
ocation could represent a central or head

office of an rates HSS manufacturing facilities in multiple

above relevant information, Customs and Border

it is likely that selected non-cooperating exporters meet
ility a for these programs, have accessed these programs, and
e received financial contributions under these programs.

It is cRagidered that this financial contribution has been made in respect of all
products of these exporters, including HSS.

In calculating the amount of subsidy attributable to selected non-cooperators
under these programs, it is noted that as:

e these programs would operate to reduce enterprises’ income tax
liability; but

e the maximum benefit under Program 10 (0% tax liability) has already
been applied to selected non-cooperating exporters;
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the maximum benefit amount available under these programs has already
been countervailed in relation to Program 10.

Customs and Border Protection has therefore calculated a zero amount of
subsidy under these tax programs for selected non-cooperating exporters.

I(ii) Program 13: Preferential Tax Policies in the Western Reglons
Background

The application alleges that HSS exporters are likely to have benefited from
exemptions to income tax based upon the location of enterprises ig#fie
Woestern Regions of China.

Under this program, enterprises established in the Weste
in industries encouraged by the State are eligibleforar
15% (as opposed to the standard 25% taxation rate),

In certain circumstances, the program also oper,
the preferential tax period under Program 10
VAT and tariff on imported goods (Program 1
Protection has examined Programs 10 and 14 a
investigation that operate at the natiogghevel, the
focuses specifically on the reducedgifconie tax rate p

ptsQterprises from
stoms ¥hd Border
arate programs in this
ssment of Program 13
of the program.

Legal Basis
Established pursuant to:

il'Concerning Several Policies on
of China’s Vast Western Regions, State

en

e Western Areas (Cai Shui (2001) No. 202);

the SAT Circular Guo Shui Fa No. 172 of 1999; and

e Circular on Deepening the Implementation of Tax Policy
concerning Development of Western Regions(CAISHUI[2011]No.58).

The program is administered by the SAT and its local Branch Offices or
Bureaus.

WTO Notification

The GOC notified this program in WTO document G/SCM/N/123/CHN
(Notification No. X1V). '
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Eligibility criteria

The program is available to enterprises established in the Western regions
which are engaged in industries encouraged by the State as defined in the:

e Catalogue of the Industries, Products and Technologies Particularly
Encouraged by the State

Guiding Catalogue for Industry Restructuring

Circular on the Preferential Tax Policy of the Western Regions
Catalogue for the Guidance of the Foreign investment Industries
Catalogue for the Guidance of the Advantageous Industries | entral
and Western Regions for Foreign Investment

Eligibility criteria for the program are outlined in detail in the GO
to Question D1.1 in the GQ, in relation to this program.

Is there a subsidy?

Customs and Border Protection considers tha rnt is
program mandate a financial contribution by ichgvolves the
foregoing, or non-collection, of revenue (incom due to the GOC by

aligible enterprises in the Western Regions in Chi

Due to the nature of this program (general exemption on income tax
regardless of what activities generate this income (profit)), it is considered
that a financial contribution under this program would be made in connection
to the production, manufacture or export of all goods of the recipient
enterprise (including HSS).

Where received, this financial contribution is considered to confer a benefit
because of the tax savings realjggd.

Where expo @ g the investigation period received tax savings
ity herefore confer a benefit in relation to HSS and
ould meet the definition of a subsidy under 5.269T.

Rided for in 5.269TAAC(2)(b), a subsidy is specific if access to the
is limited to particular enterprises carrying on business in a
desig'ped geographical region that is in the jurisdiction of the subsidising
authority. A subsidy is also considered spegific if access to the subsidy is
explicitly limited to particular enterprises (s.269TAAC(2)(a)).

For enterprises located in the Western Regions, only those industries which
are ‘encouraged’ are eligible for the subsidy. Other companies in the
designated geographical region (being those enterprises which are not
‘encouraged’) are not eligible for the subsidy.

Further, this program is limited in eligibility to enterprises based in the
Western Region, under the jurisdiction of the granting authority (SAT).
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As the criteria or conditions providing access to the subsidy favours particular
enterprises, being those ‘encouraged’ enterprises in the Waestern Regions,
over all other enterprises, the specificity of the subsidy is not excepted by
reference to s.269TAAC(3).

For these reasons Customs and Border Protection finds that the subsidy is
specific.

The amount of subsidy In respect of the goods

| i X r
Customs and Border Protection has determined that none of th3gelegd
cooperating exporters have received financial contributions in res of th

goods under this program during the investigation perio

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to selected cooperating exporters under this program.v

i non- erati XpO

For selected non-cooperating expo informatMg was provided by
either the GOC or the individual exgrters themselves regarding whether
benefits were conferred on these efgoorters urger this program.

ion, considered necessary to
determine whether a financial contWgtion has been received in respect of the
goods by selected non- i rters, and determining whether a

Furthermorefiki #his program is limited to enterprises in specific
4 d Border Protection requested the GOC provide
lon of all HSS exporters in China, but this was not

Aysenc e above relevant information, Customs and Border

on considers it is likely that selected non-cooperating exporters meet
ligibility criteria for this program, have accessed this program, and

e received a financial contribution under this program.

It is considered that this financial contribution has been made in respect of all
products of these exporters, including HSS.

In calculating the amount of subsidy for attributable to selected non-
cooperators under this program, it is noted that as:

e this program would operate to reduce enterprises’ income tax liability;
but
e the maximum benefit under Program 10 (0% tax liability) has already
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been applied to selected non-cooperating exporters;

the maximum benefit amount available under this program has already been
countervailed in relation to Program 10.

Customs and Border Protection has therefore calculated a zero amount of a
subsidy under this program for selected non-cooperating exporters.

li(iv) Program 35: Preferential Tax Policles for High and New
Technology Enterprises

Introduction

exporter under this program.

Customs and Border Protection has not posed qugstiSQg o GO
regarding this program. However it is considered@fiat s en ation
has been provided to allow for an assessme
available information.

This program reduces the income ta
enterprises to 15% (from the standj

Aiig by high new technology
¥ enterprise incoMe tax rate of 25%).

Legal Basis

e EITL, it is understood that all high and new technology enterprises
ible for this program.

Is there a subsidy?

Customs and Border Protection considers that the law governing this program
mandate a financial contribution by the GOC, which involves the foregoing, or
non-collection, of revenue {income tax) due to the GOC by eligible
enterprises in China.

Due to the nature of this program {(general exemption on income tax
regardless of what activities generate this income (profit)), it is considered
that a financial contribution under this program would be made in connection
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to the production, manufacture or export of all goods of the recipient
enterprise (including HSS). '

Where received, this financial contribution is considered to confer a benefit
because of the tax savings realised.

Where exporters of HSS during the investigation period received tax savings
under the program it would therefore confer a benefit in relation to HSS, and
the financial contribution would meet the definition of a subsidy under 5.269T.

Is the subsidy a countervailable subsidy (specific or prohibited)?

A subsidy is considered specific if access to the subsidy is expli
particular enterprises (s.269TAAC(2)(a))-

The eligibility criteria of this subsidy limits it to enterpris
higher and/or new technology enterprises. As the crilgia
providing access to the subsidy favour these partigyla
other enterprises in China, the specificity of the i : ted by
reference to s.269TAAC(3).

der Praiction has found that one
e eived a financial contribution
ation period, and therefore received a

As discussed above, Custom
selected cooperating Chinese
under this program duripg the inve

iribution has been made in respect of all
HSS.

! porter advised that it qualifies as a high

o e to the fact that it produces specific products that

r, as this program operates to reduce the overall income
the enterprise, regardless of whether that profit is from
prise S or non-HSS activities, it is considered that this program
M8 received in respect of HSS (and indeed in respect of all goods sold

As the F ancial contribution under this program takes the form of reduced tax
liability (rather than a direct transfer of funds) it is determined that the
financial contribution has conferred a benefit under s.269TACC(3).

In accordance with s.269TACC(8)(d) the amount of subsidy is determined to
be the amount of tax revenue forgone by the GOC.

In accordance with 8.269TACC(10), the total amount of subsidy received by
the selected cooperating exporter has been apportioned to each unit of the
goods using that exporter’s total sales volume.
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Customs and Border Protection considers a zero subsidy rate is applicable to
all remaining selectgd cooperating exporters under this program.

| non- rating r

Neither the GOC or the individual exporters themselves provided information
regarding whether benefits were conferred on these exporters under this
program.

determine whether a financial contribution has been received in r ct of the
goods by selected non-cooperating exporters, and determinin
benefit had been conferred to those exporters under this progr
information was not provided.

Noting that a selected cooperating exporter received
investigation period, in the absence of relevant infggm
Border Protection considers it is likely that cert i erating
exporters meet the eligibility criteria for this p ssed this

program, and therefore received a financial cormi n under this program.

to nd

gram 10 (0% tax liability) has already
perating exporters;

ion has therefore calculated a zero amount of a
for selected non-cooperating exporters.

The ApDlicant has alleged that Chinese producers of HSS are likely to have
benefited from this program, under which the GOC provides an exemption of
VAT and tariffs on imported equipment used as ‘productive’ assets.

GOC GQ response
In its GQ response, the GOC submitted:
The GOC notes that neither the applicant nor Customs have

suggested what the legal basis is for this program. The GOC is not
aware of such a program. However, the GOC consider the following
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program meets this description:

e Tariff and VAT Exemptions for Imported Materials and
Equipment

The GOC confirms that this program has been repealed by the State
Council. The last date for the operation of this program was 31
December 2000.The relevant instrument in this regard is Circular of
the State Council on Reforming and Readjusting Import Taxation
Policies Attachment 123.

Accordingly the GOC can readily advise that none of the r nding
companies have applied for or benefited from this progragff that
impacted in the production and sale of the subject HSS W e
investigation period.

Previous findings and provided information

In its 2009 investigation into aluminium extrusio
Border Protection found that three selected

received benefit under a program entitied ‘Pro
and Import VAT for Imported Technologies and
2009.

investigation, the GOC
acknowledged the existence ting the legislative basis for
this program was the Circular cil Concerning the Adjustment
in the Taxation Policy of Import i e same notice that the GOC

ier advice from the GOC, and the fact that aluminium extrusions

ers have been found to have accessed the program as late as 2009,
has ustoms and Border Protection to determine that the program was in
operation later than December 2000 as submitted by the GOC.

The remaipder of the assessment of this program relies on the assessment of
the countervailability of the program made during the aluminium extrusions
investigation, in accordance with the information provided by the GOC and
selected cooperating exporters to that investigation.
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Legal Basis

o Notice of the State Council Concerning the Adjustment of Taxation
Policies for Imported Equipment (Guo Fa [1997] No. 37);
Catalogue of Industries for Guiding Foreign Investment,
Catalogue of Industry, Product and Technology Key Supported by the
State at Present (2004);

» State Council’s Import Goods Not Exempted from Taxation for Foreign
Investment Projects Catalogue; and.

* Import Goods Not Exempted from Taxation for Domestic Investment
Projects Catalogue.

The program appears to operate on a national level. The Nati
Development and Reform Commission (NDRC) or its provincial es
issue certificates under this program, while local customs authoriti
administer the VAT and tariff exemptions.

WTO Notification

The GOC notified this program in WTO docurfgnt G @M/ 3/CHN dated
13 April 2006 (Notification No. LX).

Eliglibllity Criteria P

2 Council Concerning the

Under Articles 1 and 2 of the Notickk
R Euipment (Guo Fa [1997] No.

Adjustment of Taxation Polich QR
37) to be eligible for this progran®

ich falls in the ‘encouraged’ or
talogue of Industries for Guiding

e enterprise’s own use and not fall in the State
ort Goods Not Exemptled from Taxation for Foreign

e total value of the purchase must not exceed the investment ‘cap’;

or

» the enterprise must be a domestic invested enterprise (DIE) which falls
in the Catalogue of Industry, Product and Technology Key Supported
by the State at Present (2004) and the imported equipment must be for
the enterprises own use and not fall in the Import Goods Not
Exempted from Taxation for Domestic Investment projects catalogue;
and

» the total value of the purchase must not exceed the investment ‘cap’.
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Is there a subsidy?

Based on the information above, Customs and Border Protection considers
this program is a financial contribution by the GOC, that involves the
foregoing, or non-collection, of revenue due to the GOC (tariff and VAT) by
eligible encouraged enterprises in China.

It is Customs and Border Protection’s understanding that pipe and tube mills
used in China by HSS manufacturers are predominantly imported milis.
However, further research indicates that Chinese HSS exporters do import
other various equipment.181

It is considered that, depending on the nature of the imported menk a
financial contribution made under this program could be made el to
the production, manufacture or export of HSS. '

Where received, this financial contribution is considered to confer a benefit
because of the tariff and VAT savings realised.

re d tax savings
activitieS, it would
financial contribution

Where exporters of HSS during the investigati
under the program for equipment related to the
therefore confer a benefit in relation to HSS, and
would meet the definition of a subsidysmger s.269T"

Is the subsidy a countervailable ‘ acific or prohibited)?
specific if access to the

As provided for in s.269TAAC( R
rticular enterprises.

subsidy is explicitly limited by law

FIEs that fall in the category of ‘encouraged’ or restricted’ enterprises of the
FIE catalogues are eligible for the subsidy, or DIEs that fall under the DIE
catalogue are eligible for the subsidy. As the criteria or conditions providing
access to this program favour these particular enterprises, over all other
enterprises in China, the specificity of the subsidy is not excepted by
reference to $.269TAAC(3).

ustoms and Border Protection finds that the subsidy is

ount of subsidy in respect of the goods
rating exporter:
Customs and Border Protection has found that none of the selected

cooperating exporters have received financial contributions in respect of the
goods under this program during the investigation period.

181 SMS Meer Zhejiang Krngland orders energy eﬁ' c.rent sp;ra! prpe weldmg Irne February 82012,
- -kingland-bestellt-

gngrglgﬁ” iziente- §p iralrohrschwei §§gnlagg htm (accessed 17/4/12)
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Customs and Border Protection therefore considers a zero subsidy rate is
applicable to selected cooperating exporters under this program.

| non- rating ex I
For selected non-cooperating exporters, no information was provided by
gither the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under these programs.
The GOC was asked to provide usage information considered necegsary to
determine whether a financial contribution has been received in r ct of the

goods by selected non-cooperating exporters, and determinin
benefit had been conferred to those exporters under this progr
information was not provided.

However, in the absence of this information, and havigg rofard to:

o the fact that the program operates natio
o Customs and Border Protection's und
import various equipment;

Customs and Border Protection congi
cooperating exporters meet the eli
accessed this program, and therefi
this program.

ntrary, and having regard to the type of
equipment likely to be i anufacturers, it is considered this
financial contributiggmea espect of equipment used in relation to
selacted non-opge ‘ es (however, it is also considered that
financial contritt S . rogram may have also been received in

In the absence of infor

%€ of relevant information, it is considered that this
has been made in respect of all products of these
SS.

bsence of usage information, Customs and Border Protection
ders that:

e 5.269TACC (2), (3), (4) and (5) are inappropriate for determining
whether a benefit has been conferred to selected non-cooperating
exporters under this program; and

* s.269TACC(6) is inappropriate for determining the total amount of
subsidy attributable to that benefit.

Therefore, in accordance with s.269TACC(7), Customs and Border Protection
determines that selected non-cooperating exporters have had benefits
conferred to them by financial contributions under this program during the
investigation period in the form of tax savings.
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In calculating the amount of subsidy attributable to that benefit under
s.269TACC(7), in the absence of other information, Customs and Border
Protection considers that the subsidy amount calculated for selected
cooperating exporters in the aluminium extrusions investigation as a
reasonable basis for calculating the subsidy amount attributable to selected
non-cooperating HSS exporters in this investigation, and has used this
information as a basis for its calculations.
li{vi) Program 29: Land Use Tax Deduction
Background
This program provides for the reduction or exemption of land axagor
high and new technology enterprises.
Legal Basis
Approval of Tax (Expense) Deduction (ZhengDiG#Shui 0 581).
This program is administered by Huzhou Taxa®n Bureau and
Wuxing Sub-Bureau.
WTO Notification
Customs and Border Protectiqgis aware ny WTO notification of this
program.
Eligibility criteria
The program is 3 U and new technology enterprises within
three years of

ent of People’s Republic of China report that an alleged
s ‘Reductions in Land Use Fees’ was not a
ailable subsidy.

and Border Protection notes the program examined during the toilet
paper Ifivestigation is considered to be separate from the one examined in
this investigation, as that program’s effect was to exempt FIEs from land tax,
while this program focuses on the reduction or exemption of land tax for high
and new technology enterprises.

Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that the reduction in land use tax provided under this program is a financial
contribution by the GOC which involves the forgoing of land use tax revenue
otherwise due to the GOC.
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Due to the nature of this program (exemption of land use tax), it is considered
that a financial contribution under this program would be made in connection
to the production, manufacture or export of all goods of the recipient
enterprise (including HSS).

Where received, financial contribution is considered to confer a benefit to
recipient manufacturers of HSS because of the reduced tax liability owed to
the GOC.

Where exporters of HSS during the investigation period received tax.savings

enterprises over all other enterprisel§
not excepted by reference to s.269%A

Customs and border Protection
specific.

The amount of syk : of the goods

program.

In accordance with s.269TACC(6)a), the amount of that benefit is taken to be
equal to the taxation exempted/reduced.

In accordance with s.269TACC(10), the total amount of subsidy received by
the selected cooperating exporter has been apportioned to each unit of the
goods using that exporter's total sales volume.

Customs and Border Protection considers a zero subsidy rate is. applicable to

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 199



| Public
| File7s

all other selected cooperating exporters under this program.
i non- in

For selected non-cooperating exporters, no information was provided by
either the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under this program.

The GOC was asked to provide usage information considered necessary to
determine whether a financial contribution has been received in respect of the
goods by selected non-cooperating exporters, and determining whe er a
benefit had been conferred to those exporters under this progra
information was not provided.

Furthermore, it is noted that this program is limited to enterprises
regions in China. Customs and Border Protection requ
information as to the location of all HSS exporters in
provided.

In the absence of the above relevant informatj
Protection considers it is likely that selected no
the eligibility criteria for this program, have acces
therefore received a financial contribg

e for determining the total amount of
benefit.

Therefore, in a pah s.269TACC(7), Customs and Border Protection
wnon-cooperating exporters have had benefits
er this program during the investigation period in the -

lating the amount of subsidy attributable to that benefit under

S. ACC(7), Customs and Border Protection considers that the benefit
recei by the selected cooperating exporter should be considered to be the
subsidy amount received by the selected cooperating exporter in this
investigation.

In attributing the amount of subsidy to each unit of HSS under
8.269TACC(10), the benefit under the subsidy program has been attributed
using the lowest total sales volume of the selected cooperating exporters, in
the absence of actual sales data for the selected non-cooperating exporters.

li{vii) Conclusion — exemption/reduction of taxation programs

In light of the above, Customs and Border Protection determines the following
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taxation programs to be countervailable subsidies in reiation to HSS:

o Program 1: Preferential tax policies for enterprises with foreign
investment established in the coastal economic open areas and
economic and technological development zones.

e Program 10: Preferential Tax Policies for Foreign Invested Enterprises
(FIEs) — Reduced Tax Rate for Productive FIEs scheduled to operate
for a period of not less than 10 years

o Program 11: Preferential tax policies for enterprises with foreign
investment established in Special Economic Zones (excluding
Shanghai Pudong area)

e Program 12: Preferential tax policies for enterprises with fggfgn
investment established in Pudong area of Shanghai.
Program 13: Preferential Tax Policies in the Western Re
Program 14. Tariff and VAT Exemptions on Imported Materifga an

Equipments
Program 29: Land Use Tax Deduction
Program 35: Preferential Tax Policies for a e ology
Enterprises
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PART Il FINANCIAL GRANTS - PROGRAMS 2, 3, 4, 5, 6, 7,
8, 9,15, 16, 17, 18, 19, 21, 22, 23, 24, 25, 26, 27,
28, 30, 31, 32, 33 AND 34

(i) Background

The application alleged that Chinese producers of HSS are likely to have
benefited from the following grant programs:

‘¢ Program 2: One-time Awards to Enterprises Whose Product
for ‘Well-Known Trademarks of China’ and ‘Famous Bran
Program 3: Provincial Scientific Development Fund;
Program 4: Export Brand Development Fund;
Program 5: Matching Funds for International Market Develo
small and medium size enterprises (SMEs);

e Program 6. Superstar Enterprise Grant;
¢ Program 7: Research & Development (R
¢ Program 8: Patent Award of Guangdo
¢ Program 9: Training Program for Rura
Employment:
o Program 15: Innovative Experi al Enter| Grant;
e Program 16: Special Suppo nd for Non-State-Owned Enterprises
o Program 17: Venture Invest Hi-Tech Industry, and
» Program 18: Grants for. stablishment of

Headquarters and Regio s with Foreign Investment

Program 19: Grant for Key

W Conservancy Fund Deduction
uxing District Freight Assistance
uzhou City Public Listing Grant

: Huzhou City Freight Assistance
rogram 25: Wuxing District Patent Fee Assistance

Program 26: Zhejiang Industry New Product or Technology Award
ogram 27: Huzhou City Quality Award

Program 28: Huzhou Industry Enterprise Transformation & Upgrade
Development Fund

Program 30: Wuxing District Public List Grant

Program 31: Anti-dumping Respondent Assistance

Program 32: Technology Project Assistance

Program 33: City Level Patent Model Enterprise

Program 34: Balidian Town Public Listing Award
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Under these programs certain enterprises are eligible for cash grants
provided by the GOC.'® Benefits are conferred to these enterprises in the
amount of funds provided.

i(ii) WTO Notification

Customs and Border Protection is not aware of any WTO notification in
respect of these programs.

li{iii) Expired programs and those not considered countervallable in
relation to HSS

Program 3: Provincial Scientifilc Development Fund

Customs and Border Protection observes the Notice of Termina
Administrative Measures on Special Fund for Developing Trade th
Science and Technology of Guangdong Province provi
is satisfied that this program was terminated in acco
April 2009.

Customs and Border Protection considers th
is a grant given in connection with development
products, is likely to be expensed in the ye

therefore is satisfied that any benefjjPOnme
cessation was not attributable to thifgoods diging the investigation period.

re o program, that
export of high technology
fit was conferred, and

Customs and Border Protectio e congiers this program to not be
countervailable in respect of HS

provided by e NG
Customs an agion has determined that this alleged program did
i LT L ble subsidy with respect to the goods during the

fram prior to its cessation was not attributable to the goods during the
investigation period. This determination is due to the nature of the benefit
conferred under the program, that is, a grant for brand development.

Customs and Border Protection therefore considers this program to not be
countervailable in respect of HSS

182 Either centratly, or through provincial or local government.
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Program 9: Training Program for Rural Surplus Labour Force Transfer
Employment

Following consideration of all relevant supporting documents and information
provided by the GOC, the Applicant and selected cooperating exporters,
Customs and Border Protection has determined that this alleged program did
not constitute a countervailable subsidy with respect to the goods during the
investigation period.

Customs and Border Protection is satisfied that this program ceased to
operate in 2009.

Customs and Border Protection is satisfied that any benefit co
this program prior to its cessation was not attributable to the go
investigation period. This determination is due to the nature of the
conferred under the program, that is, a subsidy for the ta§ining of sta
is likely to be expensed in the year the benefit was cqgfe

Customs and Border Protection therefore consig#fs this r not be

countervailable in respect of HSS.

Program 24: Huzhou City Freight Assistance

Customs and Border Protection hagfound that one selected cooperating
Program 22, as it is govemed b
eligibility requirements gnd provid

Therefore, Custo
to not be separs

s and Border Protection has found that one selected cooperating
S expugter received financial contributions under the following programs during
thei tigation period:

e Program 25: Wuxing District Patent Fee Assistance
» Program 26: Zhejiang Industry New Product or Technology Award
» Program 33: City Level Patent Model Enterprise

However, that exporter explained that it was only eligible for these grants
after conducting research and development (and patenting) a non-HSS steel
and plastic composite pipe, and that the financial contribution made under
these grants cannot be attributed to HSS.
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Having regard to the eligibility criteria for these programs outlined in the
GOC's response the SSGQ, and its investigations with the concerned
selected cooperating exporter, Customs and Border Protection is satisfied
that the financial contribution received under these grants can not be
attributed to HSS and therefore did not confer benefit on the goods.

Customs and Border Protection therefore considers this program to not be
countervailable in relation to HSS.

lii{iv) Remaining programs (2, 5, 6, 7, 8, 15, 16, 17, 18, 19, 21, 22, 23, 27,
28, 30, 31, 32 and 34) - legal basis and eligibllity criteria

Program 2: One-time Awards to Enterprises Whose Produc ualify for
‘Well-Known Trademarks of China’ and ‘Famous Brands ofghin

Legal basis

Worldwide Famous Brand’, ‘China Famous
Brand'.

The government of Guangdong provi
and management of this program.

Eligibility criteri

° enterprises whose pro q for the title of ‘China Worldwide

¢ and Medium Sized Enterprises.

The program is administered by the Ministry of Finance and Ministry of
Commerce, with the assistance of other competent authorities, and is
implemented by the local finance and foreign trade authorities in their
respective jurisdictions.
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Eligibility criteri
SME enterprises that have:

a legal personality according to taw,

the capacity to manage an import or export business;

made exports in the previous year of 15,000,000 (before 2010) or

45,000,000 (after 2010) US dollars or less;

sound financial management systems and records;

employees who specialise in foreign trade and economic business

who possess the basic skills of foreign trade and economiss; and
o a solid market development plan.

Program 6: Superstar Enterprise Grant
Legal basis
e  Measures for Assessment and Encour,
of Criteria for Superstar Enterprises,
Backbone Enterprises. .
This program is administrated by t |

Elicibility criteri

Enterprises located in hou city t

thegterprise must meet one of the following

within the city exceeding RMB 2 billion;

venue within the city exceeding RMB 2.5 billion;

revenue within the city exceeding RMB 1.5 billion where
the increase of sales revenue between 2007 and 2008 was
more than 30% and the increased paid up tax between 2007
and 2008 was more than RMB 10 million; or

s revenue from self-export of current year is more than USD150
million.

(b) The enterprise’s accumulated industrial input between 2006 to
2008 must have exceeded RMB 150 miillion.

(c) The enterprise must be profitable, and its VAT ‘paid up’, while its

e consumption tax;
e income tax;
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¢ business tax;
¢ city construction tax; and
+ education supplementary tax

must exceed RMB 30 million.

(d) The enterprise must not have suffered environmental or ‘unsafe
production accidents’ (or other illegal incidents) in the current year.

(e) If the enterprise is not state-owned, it must have passed the ‘Five-
Good Enterprises’ assessment conducted by its county o

Program 7: Research & Development (R&D) Assistance G

Legal basis
Notice of the Office of People’s Government of Wuxingg DiSict on Pupli
and Issuing the Management Measures on Threedyp f d

Technology Expenses of Wuxing District.

d Technology Bureau
e administration of this

The government of Wuxing district and the Sci
of Wuxing District (‘'STB') are jointly responsuble
program, 5

ligibility criteri

20 uangdong Patent Award Implementation Proposal.

Administered by the Guangdong Province Department of Intellectual Property
and Department of Personnel.

Eligibility criteri

The award is granted to enterprises that have an ‘innovations and utility
models’ or an ‘industrial design’ patent.

An application under the ‘innovations and utility models’ patent category must
establish that:
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e the product in question is skilfully constructed and innovative with
high creation and technical level;
the product contributes to technical improvement and creation;
the patent has created or has the potential to bring significant
economic or social benefit; and

» the patent holder has significantly protected the patent.

An application under the industrial design category must establish that:
o theindustrial design has reached high level at shape, patgern and
colour;

o  application of this industrial design has brought or

to bring significant economic or social benefit; and
. the patent holder has significantly protected the patent.

Program 15: Innovative Experimental Enterprise n

Legal basis

Work implementation Scheme of Zhejiang Provi n Setting Up Innovative
Enterprises.

flice of Sgience and Technology Bureau

Administered by the administrative
of Zhejiang province.

Eligibility criteria

using intellectual property rights to protect major products; and
strongly committed to technological innovation and Protection with
previous technological achievements.

Program 16: Special Support Fund for Non-State-Owned Enterprises

Legal basis

Notions concerning accelerating the growth of the non-state-owned economy.
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Etigibility criteria

) non-SOEs (SIEs) located in Yunnan Province.
Program 17: Venture Investment Fund of Hi-Tech Industry
Legal basi

Circular of Chongqing People's Government Office on Temporary
Administration Measures on Venture Investment Fund of Hi-tech Industry in
Chongging.

The program is administered by the Chongging Venture Investgght Fu

Enterprises with ‘high-tech programs’ located in the Rgh-1gh Zone grthe
High-Tech Park of the new Northern District.

In addition:

s the program must have a leading tech ical position in its field,
and sufficient experience r the indUSgialisation development
phase (industrialisation glfograms with intellectual property rights
are given priority);

¢ the product must b IS\ guality hd have potential economic
benefit to the collecti
Industry Zong:

program must have good credit,
isms and strong innovation abilities;

Progr: ncouraging the Establishment of Headquarters

uarters with Foreign Investment

ProW@ons of Guangzhou Municipality on Encouraging Foreign Investors to
Set u, adquarters and Regional Headquarters

Administered by the local commerce authority of Guangzhou.
Eligibility criteria

This program is available to enterprises whose headquarters are established
in the Guangzhou Municipality by a foreign investor.

To qualify as ‘Headquarters’ the facility must control all the operations and
management of any enterprises it is invested in, both in China and
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internationally.

Only one enterprise Headquarters is permitted in the Guangzhou
Municipality.

To qualify as ‘Regional Headquarters’, the facility must control operations and
management of some or all enterprises it is invested in a certain area of
China.

Headquarters or Regional headquarters may be of investment companies,
management companies, research and development centres, and pgoduction
enterprises.

Program 19: Grant for Key Enterprises in Equipment Manul®gtu
Industry of Zhongshan

Legal basis

Notice of Issuing ‘Method for Determination of
Manufacturing Industry of Zhongshan,’ Zhon

s over RMB 30 million, annual sales income of over
n and annual paid-in tax of over RMB 3 million or,
the enterprise’s main economic and technical indices
the forefront of the equipment manufacturing industry in the
ountry or province, and have potential for additional development;

it must have implemented a brand strategy, established a technical
ntre for research and development and be comparatively strong in
its capacity for independent development and technical innovation; and

¢ it must have good credit standing.

Program 21: Water Conservancy Fund Deduction

Legal basis

Notification of Relevant Problems of Further Strengthening Water
Conservancy Fund Deduction Administration of Zhejiang Province Local
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Taxation Bureau (ZheDiShuiFa [2007] No.63).
This program is administered by the Local Taxation Bureau of Zhejiang
Province and it is implemented by the competent local taxation authorities of
the municipal and county levels in Zhejiang Province.

igibili iteri

The GOC has confirmed that only enterprises satisfying one of following
criteria will eligible for the grant under this program:

e provide job opportunities to laid-off workers, the disable d retired
soldiers searching for jobs;

o enterprises that ‘utilize resource comprehensively as
government department above municipal level’;

e trading enterprises of commodities with annual
than 5%;

e enterprises undertaking ‘State reserve
revenues incurred from that undertakin
of the fee’; :

¢ ‘advanced manufacturing enterprises’ or nterprises as designated
by the municipal government, which aNgundertaking technology

amount above RMB1 millio

mbers of an enterprise group subject

to same consolid financial s®tement’.

Program 22 — ight Assistance

Further Supporting Industrial Sector To Separate And
rvice Industry (HuZhengBanFa [2008] 109).

Those enterprises whose annual freight cost is RMB 3 million or above, wiil
be refunded 50% of the increase in the annual turnover tax which is paid
locally by the transportation business and which is retained by the city. This
increase is measured over the amount of tax paid in 2007.

For enterprises whose annuaily paid income tax is RMB100,000 or above:

o 100% of the income tax paid by the ‘separated enterprise’ and retained
by the city will be granted as assistance in each of the three years after
the establishment date of the separated enterprise; and
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¢ 50% of the turnover tax paid by the separated enterprise and retained

by the city will be granted as assistance in each of the three years after
the establishment date of the separated enterprise.

Program 23: Huzhou City Public Listing Grant

Legal basis

Notification of Government of Huzhou City (HuBan No.160).

This program is administrated by the Finance Bureau of Huzhou Cit

Eligibility criter

Enterprises that successfully completed listing of shares during 2

Program 27: Huzhou Clty Quality Award

Legal basi

Notification of the Office of People's Governme uzhou City
(HuZhengBanFa No.60).

The Government of Huzhou City anlf the Bureau for Quality and Technical
Supervision are jointly responsible fr the adrfinistration of this program.

Eligibility criteria _
more tha ee enterprises each year that are

g position in industry with significant economic
ocial benefits’.

Aucts ol an applicant must also meet the standards provided by laws
ulations regarding product safety, environmental protection, field
as well as relevant industrial policy.

Program 28: Huzhou Industry Enterprise Transformation & Upgrade
Development Fund

Legal basi

The purpose of the program is to promote industrial structure adjustment and
upgrading, and to support technology updating and innovation of enterprises.

The GOC has advised that there is no single purpose legal document directly
related to any benefit received by a respondent under investigation.
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The Bureau of Finance and the Economic and Information Committee of
Huzhou City are jointly responsible for the administration of this program. The
Bureau of Finance and the Economic and Information Committee of Huzhou
City examine and approve applications, with the funds provided from the
budget of the Financial Bureau of Huzhou City.

Eliaibility criter

This Program is limited to enterprises registered in Huzhou and encourages
the transformation and upgrade of enterprises, ‘including but not limited to
industry upgrades, and to promote equipment manufacturing i
and new technology industry and new industry’.

Program 30: Wuxing District Public List Grant
Legal basis

Notification on Awarding Advanced Individuals
Industrial Economy and Open Economy for
[2011] No.14).

Adv. d s of
20 uWeiFa

This program is administered by the g xing District.
EI- II .I-I .I r. ¥

A grant is available to eligible a

Program 31: Anti-du g Respo
Leaal basis

benefit from this program.
Program 32: Technology Project Assistance
terim Measure for Administration of Post-completion Assistance or Loan

arest Grant for Industrialization of Science and Technology Achievements
nsored by Zhejiang Province (2008).
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The Bureau of Finance and the Science and Technology Bureau of Huzhou
City are jointly responsible for the administration of this program.

Eligibility criteri

This program is available to enterprises that undertake a scientific research
project which meets the scope of the projects encouraged under this
program.

Program 34: Balidian Town Public Listing Award
Legal basis

The GOC has advised that there is no relevant legislation G)
program.

This program is administrated by the Government of }/ uxigg District.
igibility criteri

The program was a one-time grant provided rprises'in the Kingland
Pipeline Industrial Park, Wuxing District that ucted successful public
listing of shares and investing fun ped througwgits public listing into a
pipeline construction project in Wu

lilv) Remaining program

d Border Protection considers
der these Wgrams are financial contributions by
krect trangfer of funds by GOC to the recipient

that the grants provide
the GOC, which invglye
enterprises in Chi.

Due to the nature of each grant, and in light of the limited information
available, it is considered that a financial contribution under each program
would be made in connection to the production, manufacture or export of all
goods of the recipient enterprise (including HSS).

bting Pat: s

Programs 2,5, 2, 5,6, 7, 8, 15, 16, 17, 18, 19 have been found to be
untervailable in relation to aluminium extrusions; and
s Programs 21, 22, 23, 27, 28, 30, 31, 32 and 34 have been identified by
the selected cooperating exporter that received these programs to
have been received in respect of ‘all products’.

This financial contribution is considered to confer a benefit to recipient
manufacturers of HSS because of receipt of funds from the GOC.

Where exporters of HSS during the investigation period received grants under
any of the above programs, these would therefore confer a benefit in relation
to HSS, and these financial contributions would meet the definition of a
subsidy under s.269T.
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lli{vi} Are the subsidies countervailable subsidies (specific or
prohibited)?

As provided for in s.269TAAC(2)(a) a subsidy is specific if access to the
subsidy is explicitly limited by law to particular enterprises.

In accordance with the above-listed eligibility criteria, each grant is limited to
specific enterprises either by location, enterprise type, product manufacture,
ownership structure, the possession of certain patents, trading focus (export
oriented), public listing status, participation in an anti-dumping investigation,
hi-tech status, length of operation, level of freight costs or other critefia.

As the criteria or conditions providing access to the subsidies f;
particular enterprises over all other enterprises in China, the s
these subsidies is not excepted by reference to s.269TAAC(3).

Customs and border Protection therefore considers egch Wathe above-WMited
grant programs to be specific.

Mi(vii) The amount of subsidy in respect e gqgds

Program 2: One-time Awards to Enterprises se Products Qualify for
‘Well-Known Trademarks of China’ ‘Famou ands of China’

One selected cooperating exp
during the investigation period th
government of Guang

eiving a financial contribution
ot being granted by the
e the same grant to this program for

Having regard gibility criteria for the subsidy, it is
considered anciza@contribution received was in respect of all goods

dance with 8.269TACC(6)a), the amount of that benefit is taken to be
1o the sum granted.

In accd®ance with s.269TACC(10), the total amount of subsidy received by
the selected cooperating exporter has been apportioned to each unit of the
goods using that exporter's total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicable to
all other selected cooperating exporters under this program.
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| non- rating ex r

For selected non-cooperating exporters, no information was provided by
either the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under this program.

The GOC was asked to provide usage information considered necessary to
determine whether a financial contribution has been received in respect of the
goods by selected non-cooperating exporters, and determining whether a
benefit had been conferred to those exporters under this program. This
information was not provided.

Furthermore, it is noted that this program is limited to enterpris speplfic
regions in China. Customs and Border Protection requested th ovid
information as to the location of all HSS exporters in China, but thi'ias n
provided.

In the absence of the above relevant information,
receipt of the program by a selected cooperati
Border Protection considers it is likely that s

8.269TACC (2), (3), (4)

I 5.269TACC(7), Customs and Border Protection
~cooperating exporters have had benefits
is program during the investigation period in the

amount of subsidy attributable to that benefit under

. CC(T) Customs and Border Protection considers that the subsidy
ot calculated for selected cooperating exporters as a reasonable basis
ating the subsidy amount attributable to selected non-cooperating
HSS exporters in this investigation, and has used this information as a basis
for its calculations.

In attributing the amount of subsidy to each unit of HSS under
$.269TACC(10), the benefit under each subsidy program has been attributed
using the lowest total sales volume of the selected cooperating exporters, in
the absence of actual sales data for the selected non-cooperating exporters.

Program 27: Huzhou City Quality Award
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Customs and Border Protection has found that one selected cooperating
exporter received a financial contribution under this program during the
investigation period.

In accordance with 5.269TACC(2), receipt of this grant is taken to have
conferred a benefit because of the direct financial payment to the exporter.

In accordance with s.269TACC(6)(a), the amount of that benefit is taken to be
equal to the sum granted.

In accordance with s.269TACC(10), the total amount of subsidy@Sceiveg by
the selected cooperating exporter under this program has been ned
to each unit of the goods using that exporter's total sales volume.

&
Customs and Border Protection considers a zero subsidy rate is applicable to
all other selected cooperating exporters under this program.

\V

this program is limited to

Customs and Border Protection notes the fact t
~ being granted to only 3 enterprises

determine whether a financial t
goods by selected non-coopera
benefit had been conferfed to thos

een received in respect of the
nd determining whether a
porters under this program. This

vidence that definitively proves the other
vestigation period were not selected non-
is considered unlikely that they would be.

reotection therefore considers this program to not be
pect of selected non-cooperating exporters.

Customs and Border Protection has found that one selected cooperating
-exporter received a financial contribution under this program during the
investigation period.

In accordance with 5.269TACC(2), receipt of this grant is taken to have
conferred a benefit because of the direct financial payment to the exporter.

In accordance with s.269TACC(6)(a), the amount of that benefit is taken to be
equal to the sum granted.,
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In accordance with $.269TACC(10), the total amount of subsidy recsived by
the selected cooperating exporter under this program has been apportioned
to each unit of the goods using that exporter’s total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicabie to
all other selected cooperating exporters under this program.

n- rating ex r

Customs and Border notes the fact that this program is limited to being
granted as a one-time grant provided to enterprises in the Kingland Pipeline
Industrial Park, Wuxing District that conducted successful pu i
shares and investing funds raised through its public listing j
construction project in Wuxing (see Section Ni{iv) above).

The GOC was asked to provide usage information, con
determine whether a financial contribution has been
goods by selected non-cooperating exporters, an
benefit had been conferred to those exporters
information was not provided.

While it is not in the possession of evidence definitively proves that
selected non-cooperating HSS expoy i
the investigation period, it is frsidered unlikely that they would have
received the grant due to the very i ¥ of its eligibility criteria.

. grers reported receiving financial contributions
under ¢y ; rams during the investigation period.

PEC N RViLgB.269TACC(2), receipt of these grants is taken to have
»@ t because of the direct financial payment to the exporter.

ordance with $.269TACC(6)(a), the amount of that benefit is taken to be
In accordance with $.269TACC(10), the total amount of subsidy received by
the selected cooperating exporter under each program has been apportioned

to each unit of the goods using that exporter's total sales volume.

Customs and Border Protection considers a zero subsidy rate is applicable to
all other selected cooperating exporters under these programs.
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For selected non-cooperating exporters, no information was provided by
either the GOC or the individual exporters themselves regarding whether
benefits were conferred on these exporters under these programs.

The GOC was asked to provide usage information considered necessary to
determine whether a financial contribution has been received in respect of the
goods by selected non-cooperating exporters, and determining whether a
benefit had been conferred to those exporters under these programs. This
information was not provided.

Additionally, it is noted that some of these programs are limite
in specific regions in China. Customs and Border Protection re
GOC provide information as to the location of all HSS exporters i
this was not provided.

In the absence of the above relevant information,
receipt of the program by selected cooperating
Border Protection considers it likely that sele
are eligible for these programs in their respect

In the absence of usage information 4
considers that:

e $.269TACC (2), (3), (4 R are in ropriate for determining
whether a benefit has b -

€69TACC(7), Customs and Border Protection
cooperating exporters have had benefits

Pse programs during the investigation period in the
unds (grants},

ount of subsidy attributable to that benefit under

stoms and Border Protection considers that the subsidy
calculated for selected cooperating exporters as a reasonable basis
ulating the subsidy amount attributable to selected non-cooperating
porters in this investigation, and has used this information as a basis
for its calculations.

In attributing the amount of subsidy to each unit of HSS under
§.269TACC(10), the benefit under each subsidy program has been attributed
using the lowest total sales volume of the selected cooperating exporters, in
the absence of actual sales data for the selected non-cooperating exporters.
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Sel in

Customs and Border Protection has determined that none of the selected
cooperating exporters have received financial contributions in respect of the
goods under these programs during the investigation period.

Customs and Border Protection therefore considers a zero subsidy rate is
applicable to all selected cooperating exporters under these programs.

n- rating ex I
For selected non-cooperating exporters, no information was proQge

either the GOC or the individual exporters themselves regarding er
benefits were conferred on these exporters under thes

goods by selected non-cooperating exporter:
benefit had been conferred to those exporters
information was not provided.

er Protection requested the
GOC provide information as t HSS exporters in China, but

this was not provided

Furthermore, Customs ction requested from the GOC
information as to thasle exporters in China, but this was not

to specific arel o s and Border Protection does not have
' @ocation of selected non-cooperating exporters.

Having regard to the nature and eligibility criteria for each subsidy, and in light
of further information, it is considered that the financial contribution received
for each program was in respect of all goods scld by that exporter (including
HSS).

In the absence of usage information, Customs and Border Protection
considers that:

s 5.269TACC (2), (3), (4) and (b) are inappropriate for determining
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whether a benefit has been conferred to selected non-cooperating
exporters under these programs; and

e 5.260TACC(6) is inappropriate for determining the total amount of
subsidy attributable to that benefit.

Therefore, in accordance with s.269TACC(7), Customs and Border Protection
determines that selected non-cooperating exporters have had benefits
conferred to them under these programs during the investigation period in the
form of direct transfers of funds (grants).

In calculating the amount of subsidy attributable to that benefit unde
8.269TACC(7), Customs and Border Protection considers that:

program, that maximum amount be the amount
benefit for each program;

2. where the maximum financial contribution
is not stipulated in its legal instrument (g
instrument exists), the amount of the
considered to be the maximum amount

This is summarised in _the below tab

ontribution hasis
ment Office Concerning

eadquarters
Program 18

iting the amount of subsidy to each unit of HSS under

CC(10), the benefit under each subsidy program has been attributed
e lowest total sales volume of the selected cooperating exporters, in

ce of actual sales data for the selected non-cooperating exporters.

lli{viii) Conclusion - financial grants

In light of the above, Customs and Border Protection determines the following
financial grants to be countervailable subsidies in relation to HSS:

e Program 2: One-time Awards to Enterprises Whose Products Qualify
for ‘Well-Known Trademarks of China’ and ‘Famous Brands of China’;

s Program 5: Matching Funds for International Market Development for
small and medium size enterprises (SMEs),
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Program 6: Superstar Enterprise Grant;

Program 7: Research & Development (R&D) Assistance Grant
Program 8: Patent Award of Guangdong Province,

Program 15: Innovative Experimental Enterprise Grant;

Program 16: Special Support Fund for Non-State-Owned Enterprises
Program 17: Venture Investment Fund of Hi-Tech Industry, and
Program 18: Grants for Encouraging the Establishment of
Headquarters and Regional Headquarters with Foreign Investment
Program 19: Grant for Key Enterprises in Equipment Manufacturing
Industry of Zhongshan

Program 21: Water Conservancy Fund Deduction

Program 22: Wuxing District Freight Assistance

Program 23: Huzhou City Public Listing Grant

Program 27: Huzhou City Quality Award (limited to one se
cooperating exporter)

Program 28: Huzhou Industry Enterprise Trangforigtion & Upgeie
Development Fund
Program 30: Wuxing District Public List
Program 31; Anti-dumping Responde

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 222




| Public
File 52 ]

PART IV PROGRAM 20: HOT ROLLED STEEL PROVIDED
BY GOVERNMENT AT LESS THAN ADEQUATE
REMUNERATION

IV() Background
The Applicant has alleged that Chinese exporters of HSS have benefited from

the provision of raw material in the form of hot rolled steel (HRC and narrow
steel strip) by the GOC at less than adequate remuneration.

In particular it was claimed that HRC and/or narrow strip, the mai
materials used in the manufacture of HSS, was being produce
by SIEs in China at less than adequate remuneration.

The definition of a subsidy under s.269T(a)(ii) includes rence to
financial contribution by a government or any public :

The application alleges that Chinese SIEs that
strip are public bodies, and that a financial
provision of raw material inputs (HRC and/or n
adequate remuneration by these SIEs to HSS pro
countervailable subsidy.

in the meaning of
$.269T(a)(ii) is discussed separ: of this appendix.

This assessment concl
and/or narrow strig

} for the purposes of $.269T, and the
n the basis of this finding.183

by the GOC (through SIEs) at an amount
Wate remuneration, having regard to prevailing

Customs and Border Protection requested information from all Chinese
exporters in relation to their purchases of HRC and/or narrow strip during the
investigation period.

For each supplier of HRC and/or narrow strip, the Chinese HSS exporters
were required to identify whether the supplier was a trader or manufacturer of

183 | it were to be determined that these SIEs are not ‘public bodies’, this program would not meet the
definition of a “subsidy’ in 5.269T.
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the goods. Where the supplier was not the manufacturer of the goods, each
~ exporter was asked to identify the manufacturer.

As well as identifying the manufacturers of all purchased HRC and/or narrow
strip, the exporters were also asked to indicate whether these enterprises
were SIEs.

Information presented by these exporters showed that SIEs were significant
suppliers of HRC and/or narrow strip to HSS exporters. This is further
supported by information provided by the GOC in response to the GQ and
$GQ, which showed the share of total domestic HRC and/or narrow strip
production in China by SIEs to be significant.184

IV(l) Submissions in response to SEF177 - Program 20

Customs and Border Protection received several submi
SEF177 that relate to:

» the finding that Program 20 is a counte
HSS (in particular whether SIEs can

e the receipt/calculation of Program 20 i
and

« the accuracy/reasonablenes:
adequate remuneration un
Chinese exporters’ costs fo
same benchmark as thig es
— see Section 6.4).

d a blfc bodies’);
to spetific exporters;

benchm®k used to determinate
Program 20 (and in relation to uplifting
RS, whigh was performed using the

These submissions wil discusse assessed where appropriate

throughout the remas his Apgendix (in this and subsequent chapters),

as well as in App ifically considers the benchmark used to
’ nder Program 20.

Protection has not identified any specific legal basis for
specific law, regulation, or other GOC document has
provides for its establishment).

WTO Notification

h and Border Protection is not aware of any WTO notification in
respect of this program.

IV(v) Eligibility Criteria

There are no articulated eligibiiity criteria for enterprises receiving HRC
and/or narrow strip at less than adequate remuneration.

184 5OC SGQ Confidential Attachment 138 ‘2010 and 2011 Hot Rolled Narrow Strip Production by
Ownership’
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IV(vi) Is there a subsidy?

Based on the information above, Customs and Border Protection considers
that this program involves a financial contribution that involves the provision
of goods (HRC and/or narrow strip) by SIEs, being public bodies, at less than
adequate remuneration.

As Chinese exporters use HRC and/or narrow strip in their production of
HSS, it is considered this financial contribution is made in respect of the
production, manufacture or export of the goods.

Where the financial contribution involves a direct transaction betw.
public bodies and the exporters of HSS, Customs and Border P,
considers that this financial contribution confers a direct benefi
that the goods were provided at less than adequate remuneration;
determined by Customs and Border Protection.

Where the financial contribution involves the provigio nd/gharrow
strip by public bodies to private intermediaries { hen inputs to
the exporters of HSS, Customs and Border P
accordance with s.269T(2AC)(a), that an indir
relation to the exported goods to the extent that { enefits conferred to the
private intermediaries are passed-thr to the ex(Ruters of HSS by way of
HRC and/or narrow strip being proyiled at less than alequate remuneration.

contribution of HRC, ip under the program at less than
- afore confer a benefit in relation to HSS,

B9TAAC(4)(a), the Minister may determine that a
s SPEN aving regard to the fact that the subsidy program benefits
@ number of particular enterprises.

at HRC and/or narrow strip is a key Input in the manufacture of
downsMam products (including HSS) it is clear that only enterprises
engaged in the manufacture of these products would benefit from the
provision of the input by the GOC at less than adequate remuneration.
For this reason the subsidy is determined to be specific.

IV(viii) The amount of subsidy in respect of the goods

Selected cooperating exporters

Customs and Border Protection found that five of the six selected cooperating
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exporters received a financial contribution that conferred a benefit under this
program during the investigation period through the purchase of HRC and/or
narrow strip at less than adequate remuneration from SIEs (as public bodies),
under s.269TACC(4)(d)in accordance with s.269TACC(3)of the Act.

Purchases of HRS manufactured by SIEs were identified for each selected
co-operating exporter with reference to the 'HRS Purchases’ spreadsheset
supplied by each selected cooperating exporter, which listed each exporters’
purchases of HRS (both HRC and narrow strip) during the investigation
period. This spreadsheet identified whether each listed purchase was of HRS
manufactured by an SIE or not.

The data reported in these HRS purchases spreadsheets were
those selected cooperating exporters that underwent in-count
and examined without verification for the remaining two selected
Chinese exporters (TFQ and Qingdao Xiangxing). Testsggere also p
on whether the selected cooperating exporters correggly i
manufacturers as SIEs or not in the HRS purchas

Using this data, each purchase of HRS from
adequate remuneration. Where an exporter di ntify the manufacturer
of the HRS purchase, or whether that manufactu
Customs and Border Protection congj this pur
manufactured by an SIE, in the ab
and having regard to the fact that

ignificantjumber of purchases of HRS
were in Jct of SIE-manufactured HRC.

In accordance with s.269TACC(5) adequacy of remuneration was
determined by referenc ' for adequate remuneration,
established havingdagie iling market conditions in China

: C(6)(d), the amount of subsidy attributable to
the benefit ha tasfined as the difference between adequate

tion (a abWed) and the actual purchase price paid for HRC
w stripfpcurred by the selected cooperating exporters in

ds from SIEs.

dance with s.269TACC(10), the amount of subsidy received in

of HSS has been apportioned to each unit of HSS using the total
sales@mlume of selected cooperating exporters (noting that sufficient
information is not available to ascertain precisely what proportion of all sales
of these exporters do or do not use HRC as their raw material).

In response to SEF177, both Huludao'8s and TFQ'#8 raised issues with the
calculation of their Program 20 subsidy rates.

185 Submission of 14 May 2012
186 gupmission of 11 May 2012
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Huludao submitted that there were instances where it had identified the
manufacturer of its HRS as not being an SIE, but that these were incorrectly
treated as SIEs by Customs and Border Protection. This has been corrected
in the final calculations of Program 20 for Huludao.

TEQ submitted that, in cases where it did not identify the manufacturer of its
purchased HRS, or whether this manufacturer was an SIE or not, Customs
and Border Protection should not have presumed these purchases were from
SIEs, and that any such presumption ‘shall at least be based on some logics
(sic)...(or) statics’.

TFQ has not provided further information to identify whether thes
purchases of HRS were manufactured by SIEs or not, and sub
not in the position to know this information, or to compel its sup
provide this information.

listed purchases of HRS were from SIEs or not, t
as though they were from SIEs, in the absence
noting the prevalence of SIEs supplying HR

Although TFQ's submissions surrounding the di of providing this
information are noted, it is also note ther coo ting exporters were
able to provide this information, angithat TFQ has had several months to
provide this information.

Customs and Border Protection
reasonable in the circurpstances.

re ders this approach to be

b
iMPexporters, no information was provided by
al exporters themselves to identify whether a

HS orted from China is made using either narrow strip or HRC;
significant proportion of Chinese enterprises that produce HRC
and/or narrow strip are known to be SIEs (see PART V of this
pendix);
« selected cooperating exporters purchased a significant amount of HRC
and/or narrow strip from SIEs during the investigation period;

it is considered likely that selected non-cooperators purchased HRC and/or
narrow strip from SIEs and therefore received a financial contribution under
this program.

In the absence of information that demonstrates the volume of HRC and/or
narrow strip purchased from SIEs by selected non-cooperating exporters,
Customs and Border Protection considers that:
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e 5.269TACC (2), (3), (4) and {(5) are inappropriate for determining
whether a benefit has been conferred to selected non-cooperating
exporters under this program; and

e 5.269TACC(8) is inappropriate for determining the total amount of

~ subsidy attributable to that benefit.

In accordance with 5.269TACC(7), Customs and Border Protection
determines that selected non-cooperating exporters would have had benefits
conferred to them under this program by this financial contribution, and has
calculated the amount of subsidy attributable to that benefit by refergnce to
the highest individual subsidy rate of the six selected exporters (i
absencs of other reliable information).

IV(ix) Conclusion - Program 20: Hot rolled steel provided b
government at less than adequate remunera

In light of the above, Customs and Border Protectign r s th
Program 20: Hot rolled steel provided by gover nt at t equate
remuneration, to be a countervailable subsid relatjgn tOWES.
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PARTV DO HOT ROLLED COIL/NARROW STRIP-
PRODUCING SIES QUALIFY AS ‘PUBLIC BODIES’
UNDER THE ACT (FOR THE PURPOSES OF
PROGRAM 20)7?

As outlined in Section (i) of this appendix, the definition of a subsidy under
s.269Tof the Act includes reference to ‘a financial contribution by a
government or any public body'.

The application alleges that Chinese SIEs that produce HRC and/
strip are public bodies, such that a financial contribution in the
than adequate remuneration for raw material inputs of HRC a
strip supplied by these SIEs constitutes a countervailable subsi

V(i) Prevalence of HRC and/or narrow strip SIEs i

To assess the prevalence of these HRC and/or n
Chinese market, Question B4 of the GQ reque
of all enterprises in China which produced H
investigation period, and to identify the owners
(i.e. state-owned, private enterprise, FIE, etc).

trip during the
cture of the business

" Note: in the GQ, HRC and/of§
as ‘hot rolled steel’ or HRS. &

ip were referred to collectively

N RS enterprises (i.e. those with
rtain threshold) as Attachment 5,

s of entity names at Attachment 137
‘holding status code’, whether each

In response, the GOC provided
an annual production vglue of over
which was revised with

of the SGQ. This |j i
listed entity is:

FIE; or
an other holding enterprise/company.

The G submitted (in response to Question 4(b) of the SGQ) that it was
unable to indicate in this listing whether these entities produce HRC, narrow
strip, or both.

Additionally, the GOC provided (at Attachment 138 to the SGQ) a listing of
the top 15 producers in China of ‘Hot-roll narrow strip’ in 2010. Customs and
Border Protection observes that, in requesting this information, that it desired
the GOC to indicate:

...the top 15 HRS producers in China during the investigation period,
and the total volume of their production of HRC and/or narrow strip.
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From the title of Attachment 139, there is some confusion as to whether this
listing refers to both HRC and/or narrow strip as requested.

Further, as outlined above, the selected cooperating Chinese exporters of
HSS provided Customs and Border Protection with data to identify the
manufacturer of HRC and/or narrow strip purchased by that exporter, and
whether these entities were SIEs or private enterprises.

This data indicates that HSS producers in China have purchased both HRC
and/or narrow strip manufactured by SIEs during the investigation pgriod, and
that a significant proportion of these purchases were from SIEs.

From this data, and the information provided by the GOC,
Border Protection notes that a significant proportion of HRC a
strip in China is produced by SIEs.

V(ii) What are ‘public bodies’?
Definition

The term ‘public bodies’, is not expressly define der the Act, or the
Agresment on Subsidies and Countegéaiind Meas (SCM Agreement)

However, the WTO Appellate Bod
and Countervailing Duties on
recently considered the meani
1.1(a)(1) of the SCM Agreement.
Appellate Body Reportfgirculated 1
relation to this mattg

United @iates — Definitive Anti-Dumping
om China, dispute (DS379),
' in accordance with Article

in ACDN 2011
countervailirga
by public bo
Appell

nvolving allegations of subsidies being granted
Fsessed in accordance with the findings of the

) findings

In its firllings report, the Appellate Body stated:

. the determination of whether a particular conduct is that of a public
body must be made by evaluating the core features of the entity and its
relationship to government in the narrow sense. That assessment must
focus on evidence relevant to the question of whether the entity s

187 Appellate Body Report, United States — Definitive Anti-Dumping and Countervailing Duties on
Certain Products from China, WT/DS379/AB/R
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vested with or exercises governmental authority."
[Emphasis added]

The Appellate Body provided further guidance on this point as to how it can
be ascertained that an entity exercises, or is vested with government
authority, outlining the following indicla that may help assess whether an
entity is a public body (vested with or exercising governmental authority):"
e where a statute or other legal instrument expressly vests government
authority in the entity concerned;

e  where there is evidence that an entity is, in fact, exercisin
functions may serve as evidence that it possesses or has
with governmental authority; and

e where there is evidence that a government exergj
over an entity and its conduct may serve, in

governmental authority, because t
the government exercises me&Qing
much less that the government

er the conduct of that entity,

b with governmental authority.

The Appellate Body fu advised th®in all cases, an investigating authority
must give due cong i vant characteristics of the entity and

The Appellate to acknowledge (in the context of examining
ise®n China (referred to in this paper as SIEs):"

whether an entity is a public or private body may be a
mpleX Bxercise, particularly where the same entity exhibits some
haracteristics that suggest it is a public body, and other
characteristics that suggest that it is a private body.

188 Appellate Body Report, at 345
189 |bid at [318]

190 ypig

191 |bid at [319)

14 1hid at 345
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V(iii) SIEs in China generally

The GOC advised, in response to D2.1(b), that the main laws governing the |
establishment and operation of SIEs are:

1. the Law of the People's Republic of China on Industrial Enterprises
Owned by the Whole People (GQ Attachment 15) for wholly-state-
owned enterprises (the SOA Law); and

2. the Company Law (GQ Attachment 12) in relation to the other three
categories of SIEs.

The GOC, as part of its GQ response, explained that the notion
contributor’ is equivalent to the term ‘shareholder’ of a compan
Company Law. The GOC further explained that the term capital
a legal notion that indicates the shareholding body comggising the
GOC stated that the National State-Owned Assets SypelRgion and

equivalents perform the role of capital contribut ate
Council or local people’s government respecty
that the institutions performing contributors’ fu
normal sense.'®3

The GOC has advised that SASAC e main body r@ponsible for the
implementation of the system for tHg adminis tion and supervision of state-
owned assets in accordance Wgh t te Owned Assets'®, As
stated above, the responsibiliti ude performing the capital
contributor functions for SIEs.

scrutiny and supervision of the

: ed enterprise, its board of supervisors
ncy performing the contributor's functions9.

s shall appoint a board of supervisors. The

d of supervisors are set out in Article 54 of the

s and Border Protection sought extensive information in the GQ and
SG ncerning the core features of SIEs producing HRC and/or narrow strip
and th®® relationship to the GOC, which it considered necessary to evaluate
whether Chinese HRS SIEs are public bodies in light of the DS379 findings.

The GOC provided responses to both the GQ and SGQ, including muitiple

192 G0C GQ Response, response to question D2.11, pg.210
193 GOC GQ Response, response to question, D2.7(b), pg. 207
194 GOC GQ Response, response to question D2.8, pg.208
195 GOC GQ Response, response to question D2.14, PG.214
1968 | aw on State Owned Assets, Article 19
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requested documents. However, Customs and Border Protection considers
that the GOC did not provide detailed responses to several questions posed
in the GQ and SGQ.

The GOC did respond to certain questions regarding the core features of the
SIEs producing HRC and/or narrow strip in a general manner with reference
to legislative and regulatory provisions.

Key information not provided

As part of the GQ, the GOC was requested to respond to a series of
questions regarding:

ownership;

governance;

performance and profits; and
enterprise functions

of identified SIEs that produce HRC and/or nay

o describe the legal
ip, showing:

Included in the GQ was a request at Question
structure of SIEs that produce HRC and/or narro

y the GOC and other entities; and
luding s@sidiaries and parent

» the percentage of ownershi
e the ownership of all entifies
companies, and the ow
functions and roles of ea entity including whether they

HRS, HSS or any other steel product).

ar® huge, diversified and dynamic, with a low
iortunately the GOC has no systematic and
tatistical data to respond to the level of detail

s or injections of funds made by the GOC into HRC and/or narrow
s for a 10 year period. Thé GOC did not provide this information,

...the GOC is not responsible or authorised to hold and provide such
detailed information about individual enterprises.

Further, at C3.11, the GOC was requested to provide the annual reports of 11
identified iron and steel industry SIEs. The GOC provided the requested
annual reports for 6 of these entities, only 5 of which were provided in
English.

It is considered that this requested information, particularly the annual reports
of these entities (which are at least in part owned by the GOC and it is

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 233




Public
File 41

therefore reasonably considered that the GOC would have access to these
reports), would have assisted Customs and Border Protection in its analysis
of this matter.

GOC access to requested information

As discussed above, it is considered that the GOC, as an investor in SIEs,
would have access to the annual reports of iron and steel industry SIEs as
requested in the GQ, however not all requested annual reports were
provided.

Further, as part of its response to the GQ, the GOC provided Cu
Border Protection with a translated copy of the /nterim Measur
Administration of Comprehensive Performance Evaluation of
Enterprises, Order of the State-owned Assets Supervision and A
Commission of the State Council(No.14).

It is noted that this instrument requires enterprise
contribution duties are performed by the State-
Administration Commission of the State Cour
comprehensive performance evaluations in res
management performance.

ision and

financial and

In response to question D2.19 of t Q, the GOC indicated that there are
SIEs in the steel sector in China folvhich SAAC performs the role of capital
contributor.

ore considers that the GOC is in
steel sector, information relevant to
overnance, performance and profit,

Customs and Border Prptection th

s and Border Protection has addressed each of the
as guidelines for this assessment by the Appellate Body

Customs and Border Protection is not aware of any statute or other legal
instrument which expressly vests government authority in any SIE producing
HRC and/or narrow strip.

As discussed above, the GOC has submitted that the key pieces of legislation
that govern Chinese SIEs are the SOA Law and the Company Law. Customs
and Border Protection has not found provisions in these laws that expressly
vest SIEs with government authority.

On the contrary, the GOC submitted that these enterprises operate in line
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with the general principle of separating government functions from enterprise
management.

The GOC observed in response to Question D2.22:

The principle of separation of government functions from
enterprise management requests strict separation of
government from the enlerprise, to ensure that the enterprises
themselves are the market players. The principle of separation
of public administrative functions and the responsibilities of
State-owned assets contributors requests that public
administrative functions of government at any level

separated from the responsibilities of State-owne, set
contributors of government at all levels. Both of t

principles of ‘separation’ request GOC entities not t rfer
with the normal business activities of entesgises.

This was (sic) policy was first propo.
mainly in the late 1980s and contj / . After
implementation of the policies i !
questions D2.21, the focus of St
‘reform and restructuring’; ‘advanc|i
nd ‘impr

the establishment of
corporate

governance’.

The GOC submitted this prin e
states that the capital contributoNgu
carried out:

s in thefBOA Law, where Article 6
wholly-owned SIEs must be

of separation of government bodies
ation of the administrative functions of
functions of the state-owned assets
non-intervention in the legitimate and

siness operations of enterprises.

Artj ires the capital contributor to act as a market

Bodies performing the contributor’s functions shall protect the
rights legally enjoyed by the enterprises as the market
participants, and shall not intervene in the business activities of
enterprises except to legally perform the contributor’s functions.

The evidence above indicates that the capital contributor is, expressly
through legislative means, prevented from exercising government functions in
the performance of its duties.

However, Customs and Border Protection observes that these legislative
provisions relate to the role of the capital contributor, and do not expressly
prevent SIEs themselves from being vested with government authority or
exercising government functions (though, as mentioned above, no statute or
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other legal instrument has come to light that appears to vest this authority).

indicia 2: Evidence that an entity Is, in fact, exercising governmental
functions

Customs and Border Protection has not encountered direct evidence to
suggest that HRC and/or narrow strip-producing SIEs in China have
expressly been granted the authority to exercise governmental functions (e.g.
provided for in the entity’s article of association, etc.).

However, Customs and Border Protection observes Article 36 of the SOA
Law, which requires; y

and conduct feasibility studies a8
the state provisions; and shall conduct a fransacte@ on a fair 2
basis, and obtain a reasonable consideration.

[Emphasis added]

Customs and Border Protection considers this
comply with national industrial policies, albeit relaN@il to investments in this
instance, amounts to a direction tha arry out vernment function,
namely the achievement of the GOf¥'s national industrial policy objectives.
Further evidence has been encouriigred that @ggests this function is actively
performed by SIEs (see belo -

n requirthg SIEs to

Additionally, Customs apd Border ection considers that there is a

antial evi

dpment Policies of the Iron and Steel Industry (2005)197 (the
ational Steel Policy’ or NSP);

the Blgeprint for Steel Industry Adjustment and Revitalisation (2009 —

11)'*(the 'Revitalisation Plan’);

o the Notice of the State Council on Further Strengthening the
Elimination of ggckward Production Capacities (No.2 [2010] of the
State Council)  (the Backwards Capacity Notice);

e the Directory Catalogue on Readjustment of Industrial Structure?® (the

197 GOC GQ Response Attachment A1

198 GOC GQ Response Attachment A12

198 GoC SGQ Response Attachment 176

200 GOC GQ Response Attachments A6.1 and SGQ response Attachment 173
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Directory Catalogue), and the Decision of the State Council on
Promulgating the ‘Interim Provisions on Promoting Industrial Structure
Adjustment’ for Implementation20'(the Interim Provisions)

e the Circular of the State Council on Accelerating the Reslructunng of

the Sectors with Production Capacity Redundamcy2 (the Redundancy
Circular);

¢ Notice of the State Council on Ratifying and Forwarding the Several
Opinions of the National Development and Reform Commission and
Other Departments on Curbing Overcapacity and Redundant
Construction in Some Industries and Guiding the Sound Development
of Industriesm(the 2009 Overcapacity Notice);

o the Circular on Controlling Total (Capacity), Eliminating t
(Capacity) and Accelerating Structure Adjustment of Iro;
Industry (the Steel Industry Capacity Circular);204 and

o the Standard Conditions of Production and Operggion of the
Steel Industry?o5(the Steel Standard Condition

These pOIICIeS. plans and |mplement|ng measur. sSQLiletail

These GOC documents comprehensively outling GOC'’s aims and

objectives for the iron and steel indus i i cluding manufacturers
of HRC and/or narrow strip). The o
measures is summarised in the N

GQ Response Attachment A19
C response to the GQ, Attachment A20.
GQ Response Attachment 150

vided by the GOC although requested, but outlined by the CBSA in its CSWP Statement of
Reasons.

205 GOC GQ Response Attachment 160

206 The GOC's NSP defines the 'iron and steel industry’ as ‘the selection of iron mines, manganese
mines and chromium mines and working techniques and relevant supporting techniques such as
agglomeration, carbonization, iron alloy, carbon products, fire-resisting materials, iron smelting, steel
rolling and metal products'. This is broad, and extends from raw material mining through to the
production of steel products themselves {Including HSS). Howevaer, in practice, the NSP and other GOC
macroeconomic policies extend beyond those activities and preducts listed in the NSP definition to
include further matters, including coking coal mining and coking and steelmaking and casting. The term
‘iron and steel industry' and related terms is therefore used in this report in the broad sense that the
GOC uses It — ranging from the mining of steel raw materials, through to the manufacture of HSS and
other metal products.
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Thus, the essential objective of these policies, plans and measures is to
advance and improve the Chinese steel industry, which is clearly a
government mandate and function.

le in

In Appendix A, Customs and Border Protection outlines evidence that the
GOC actively implements and monitors the progress of its policies, plans and
implementing measures. It is considered this activity is in line with Article 36
of the SOA Law.

The evidence that indicates this is occurring is outli
however the below extract from Baosteel's 201Q¢%nnual
reproduced here as an example of this evider@:

As one of the gnaines of domestic iron and MRel industry, Baostee!
has been taking an active pah (Me reorganiz®on of the industry in
accordance with the nationaoolicies ofiron and steel industry. By

way of various capital JRgat w ) it ing, an

lransfer for free,Baostee! 'Nis qUTMPLnlarged its productic ale
and strengthenc®@Ms compreh®sive power, enhancing its core

he Adjustment of State-owned Capital and the
eorganization of State-owned Enterprises (SASAC Guiding Opinion),
and
. Interim Measures for the Supervision of and Administrate of the
Assets of State-Owned Enterprises (the Interim Measures);208

207

which further indicate that SIEs have played an integral role in implementing
GOC policies and plans.

207 December 5, 2006, General Office of the State Council - GOC response to the GA Attachment XX

208/nterim Regulations on Supervision and Management of State-owned Assets of Enterprises,
Attachment 170
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The GOC provided the SASAC Guiding Opinion in response to the GQ. The
purpose of the SASAC Guiding Opinion is to further economic reform through
the adjustment of state-owned capital, reorganisation of state-owned
enterprises as well as improvement of the mechanism of entry-withdrawal
and rational movement of state-owned capital20®,

This document indicates that SIEs have played an integral role in
implementing GOC policies and plans, particularly those in relation to
‘execute(ing) the spirits of the Third and Fifth Plenary Sessions of the
Sixteenth CPC Central Committee, and the Opinions of the State Council
about Deepening the Economic System Reform, namely:

o ‘..enhance the state-owned economy’s controlling pow:
driving force, bring the leading role of state-owned econ
play...’

| e ‘...persist in strengthening supervision over stat

| : enforce the procedures for property right tran

transfer, promote orderly flow, prevent the

o ‘... persist in safeguarding the legitimate and interests of
workers, protect the workers’ rights to entelgise reorganisation,

oncerniate on major industries and
key fields relating to natio i d national economic lifelines...

ed the Interim Measures in response to the GQ.
Measures is to establish a State-owned assets

Article 14 of the Interim Measures vests as one of SASAC's main obligations
the responsibility to:

(2) maintain and improve the conlrollin wer and compelifiv

of the State economy in areas which have a vital bearing on the lifeline
of the national economy and State security, and improve the overall

209 SASAC Guiding Opinion, preamble
210 |nterim Measures, preamble

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 239



Public
File 35

quality of the State economy.
[Emphasis added]

The sentiments of Article 14 reflect those of the SASAC Guiding Opinion,
although it is acknowledged that this Article discusses the responsibilities of
SASAC not SIEs.

In relation to the SASAC Guiding Opinion, the GOC has submitted that this is
not a legally binding document (rather having the status of a research and
discussion paper), and cannot override current law.

People’s governments at all levels shall strict!
regulations on State-owned assefs manag

separation of government functions fro

not perform the functions of @ocial an blic administration assumed
by the government. O ! departments under the
government shall not pe sibilities of investor of State-
owned assets of pnterprise st :

The contradiction nd 14 of the Interim Measures is
observed.

ction considers that significant evidence exists to
iron and steel industry SIEs, including those that
narrow strip, play a leading and active role in

policies and plans for the development of the iron and

therefore considered these SIEs are in fact exercising governmental
functions.

In SEF177, Customs and Border Protection noted that additional information
considered likely to be in the possession of the GOC was requested of, and
not provided by, the GOC (e.g. annual reports of SIEs). Customs and Border
Protection considered in SEF177 that further evidence of this indicator may
have been observed in this omitted information.
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In response to SEF177,2"1 the GOC has observed Customs and Border
Protection’s position on this matter, but has referred to its response to
Question C3.11 of the GQ in which it explained that in many cases this
information was not routinely collected by the GOC in the ordinary course of
its administration and hence could only provide information that it gathered
from public sources.

The GOC has further noted in response to SEF177 that several of those

companies identified by Customs and Border Protection (and annual reports
requested from) are not publicly listed companies and are not requirgd to
publish annual reports to the public.

Customs and Border Protection notes these observations offer:
GOC, and notes that it considers that, even in the absence of thls
information, sufficient evidence exists to consider that t
indicia of public bodies has been found in relation to
industry SIEs.

Indicia 3: Evidence that a government ex
over an entity and its conduct

Customs and Border Protection consi

ising its overall policy aims in relation to
urthermore, evidence exists to
in the implementation of these policies and

3 mplementation, significant further evidence exists
GOC itself {(including provincial governments, the
, and associated GOC bodies, agencies and ministries)
and monitor the progress of these GOC policies and

o evidence of SIEs that the plans are in fact binding or restrictive in
nature;212

211 GOC submission of 23 May 2012

212 por example, the Baostesl 2006 Annual Report states '.../n order to achieva the restrictive {arget of
MMLMMMMMMM the Chinese government has promulgated

a senes of pohc:'es and regu!aﬂons X l l in m ngd tim

and itis b.e.c.emm.q_mmga

adzaaced_eanaqtz [Emphasis added]
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¢ reporting on the progress of industry consolidation and elimination of
backwards capacity (such as the Significant progress concerning
reorganization and integration outlined in the Revitalization Plan); and

+ statements by Chinese iron and steel enterprises that mergers have
been GOC-directed.

Furthermore, the text of multiple GOC documents themselves indicate the
binding nature of the policies and measures therein, such as the Interim
Measures, which refer the Directory Catalogue and state in Article 19:

If any enterprise of the eliminated category refuses fo elimingje the
production technique, equipment or products the Io I peqll®
govern --3:I-A' 'l"l- l’"ﬂl {f= RO L Cl L

- 13 O UQrico W IS Vel igy gl -‘.-,'uv‘-
M&amgwuand hall take approp/Nge
neasures [o resetfie the emplovees of {he enlermee, angd guyan
he safety of financial institutions’ credit assetagetc Qgits prod,
subject to the administration by permit for gaediNion, g roldrs
administrative depan‘ment shall lawf, oke its ) fis
production; the 'ﬂli--"lIL m; 10T COIT)
shall re.'tt lawfully go through modiftid¥ reqistralion ¢
L ation registration; the administrative partment of
environmental protection shallgie its perrMfor pollution discharge:
and the electric power subpilfenterprise shall lawfl 0D Supplying
electricity to it. If any enterpiRge violate3@he provisions, its persons
directly held liable and Rg roR@ant leaglirs shall be subject lo liabilities
in accordance with the la '

5 £ willingness to exercise meaningful
control over ente g ent of refusing access to permits
ces, and even forced closure.

B actively enforcing these provisions, or that the

the desired impact (backwards production capacity

for inefficient enterprises closing or merging before direct
e), is discussed in Appendix A.

HRC-producing SIE) to the Shenzhen Stock Exchange on issuing public A
type shares. In these, the enterprise makes note of the GOC's iron and steel
industry policies, including the NSP, Revitalisation Plan and Notice on
Curbing Overcapacily, and makes the following assessment;

‘In the background of State macroeconomic control of the steel
industry, if Hebei Iron an [Co. Lidi in rdance with th

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 242



Public |
File 32 I

relevant policies i ji manner {o elimi kward pr tion
f imize pri re and im i

future development of Hebei Iron and Steel Co., Ltd would be subject

fo certain poli nstraints 213

| The above extract further highlights to Customs and Border Protection the
fact that GOC policies, plans and measures for the iron and steel industry
places constraints on SIEs, and thus meaningful control is placed over the
activities, decisions and conduct of enterprises in this industry by the GOC.

! 'l ‘Going Global’ str: implementation

Further to the above evidence of control through the implemen na
monitoring of policies examined in Appendix A, evidence exists W@t
GOC's broad (i.e. not iron and steel-industry specific) ‘Go Out’ or ng
Global’ strategy is also implemented by the GOC and excises con
the business decisions of Chinese iron and steel indygtry WEs.

Customs and Border Protection requested the pro d ntation
on the ‘go out’ policy as part of its GQ.

The GOC responded that it could not identify ad ent matching this
description.

icy or ‘going global’ strategy
iron and steel enterprises to
can have an input in ore

hould, according to the principles of making their
advantages complement each other and achieving the win-win
situation, intensify the international cooperation regarding
overseas mineral resources. We should support those large
backbone enterprise groups to establish overseas production
and supplying bases of iron mines, chrome ore mines,
manganese mines, nickel ore mines, waste steel and coking
coal, etc. by way of setting up solely-funded enterprises, joint-
equity enterprises, contractual enterprises and purchase of
mineral resources. For such important raw materials and

*ei Iron and Steel Co., Ltd, Public Issuance of Type A Share Prospectus, pg.22
9e 30,
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auxiliary materials as bulk ores and coke as needed by the
enterprises in coastal areas, the state encourages them to solve
it by way of overseas market.

The iron and steel industrial association shall do a good job in
the industrial self-discipline and coordination and stabilize the
raw material market both at home and abroad. Where two or
more domestic enterprises are engaged in vicious competition
for overseas resources, the state may adopt administrative
coordination to hold alliance or select one of them to make
investment so as to avoid vicious competition. The relgyant
enterprises shall be subject to the administrative co
the state...

e Article 10 of the Revitalisation Plan:

Actively realize going global strategy

d border control. Raise
rce exploitation

key eli enterprises going

steel enterprises to establish

and stabilize market share for high
terprise to realize strategy of going
city of ensuring resource safety by

plem he existing overseas expansion strategy. Case studies of
verseas mining investments by Wuhan Iron and Steel, Baosteel,
Angang and Chinalco show that state —owned giants with a
ckground in China will be the only choices to implement the strategy
of ‘go-out’ and control resources. This is why they can easily get
support for various aspects — including government policies and
financial funding — and successfully acquire overseas resources’.

Customs and Border Protection considers this to be evidence that targe state
invested steel enterprises carrying out the GOC's industrial development
strategy of ‘go-out'/'going global' are acting under the meaningful control of
the GOC, such that SIE steel producers including HRC and/or narrow strip
producers possess governmental authority and exercise such authority in the
performance of government functions, namely, the achievement of the GOC's
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nelusion —

For the reasons outlined above, it is considered that the GOC is exercising
meaningful control over HRC and/or narrow strip producers.

The impact of these GOC measures is assessed in Appendix A.

As with indicia 2, SEF177 noted that additional information considered likely
to be in the possession of the GOC was requested of, and not provided by,

the GOC (e.g. annual reports of SIEs). SEF177 considered that f
evidence of this indicia may have been observed in this omitte

However, the comments of the GOC in response to SEF177 inre
issue?'5 are again noted.

As with Indicia 2, Customs and Border Protection
analysis has adequately established that the re
been established in relation to Chinese iron
case.

V(vi) Conclusion

It is considered that evidence existgto show tigat both Indicia 2 (evidence that
ions) and Indicia 3

ful control over an entity and
its conduct) are satisfied in relatio e HRC and/or narrow strip
manufacturers, though nce exists to satisfy the requirements
of Indicia 1 (the exi r other legal instrument’ which

in the entity concerned').

not all 3 indicia have been satisfied in this case, it is noted that the
ate Body in DS379 stated that:

...where the evidence shows that the formal indicia of government
controf are manifold and there is also evidence that such control has
been exercised in a meaningful way, then such evidence may permit
an inference that the entity concerned is exercising governmental
authority. 216

The Appellate Body's statement at 345 of the Appellate Body Report is again

215 GOC submission of 23 May 2012
216 pg379 Appellate Body Report, at [318]
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acknowledged:

...determining whether an entity is a public or private body may be a
complex exercise, particularly where the same entity exhibits some
characteristics that suggest it is a public body, and other
characteristics that suggest that it is a private body.

it is considered that the position of SIEs that produce HRC and/or narrow
strip in China are examples of entities that exhibit some public body
characteristics and some private body characteristics.

Notably, GOC submissions and evidence suggest there is a certaj
separation and independence of SIEs from the GOC, and that

abiding by, multiple GOC policies, plans and measures,
circumstances acting as an important means by whi
and plans are implemented.

In noting this, Customs and Border Protectio
evidence exists to reasonably consider that, fo
investigation into the alleged subsidisation of HS
produce and supply HRC and/or nar ip shoul
‘public bodies’, in that the GOC exgfises meaningful
their conduct.

As such, Customs and Border
‘public bodies’ under thd\cty

m China, SIEs that
considered to be
ntrol over SIEs and

ders that these SIEs qualify as
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PART Vi SUBMISSIONS TO SEF177

The GOC's submission of 16 May 2012"7 reiterates the GOC position that
SIEs operating in the iron and steel industry in China are not public bodises,
nor do they provide, or are authorised or delegated to provide HRC or narrow
strip to HSS producers for less than adequate remuneration.

The GOC particularly takes issue with Customs and Border Protection’s
finding, that ‘the achievement of the GOC's industrial policy’ is a government
function. The GOC alleges this finding is based on 5.36 of the Law gf the

provides;

A state-invested enterprise making investment shall comp.
national industrial policies, and conduct feasibili
to the state provisions; and shall conduct a
paid basis, and obtain a reasonable consi

In SEF177, and again in this report, Custom
noted this Article, and observed.:

Customs and Border Prote ! irection requiring
SIEs to comply with nationg@ industrial policies, albeit related to
investments in this instan a direction that SIEs carry
out a government fun chievement of the GOC’s

government poli d as the exercise of a government
function, or cang Dy T ered to constitute the vesting of

" TE C reasons that if this is the criteria for the
, every Australian company which is required to

aw, but on a significant body of evidence that suggest that SIEs play
ggral and leading role in the implementation of various GOC policies
s in relation to the steel industry. This evidence including the
provisions of a number of policies and laws and evidence of SIEs
implementing these policies is outlined in this appendix.

Customs and Border Protection highlights that it is the degree of control
exhibited in a multitude of GOC industrial policies in respect of the iron and

217 GOC submission, 16 May 2012, ‘Submission in response to Statement of Essential Facts No. 177"
218 Section V(v) of Appendix C ta SEF177, Section V(v) of Appendix B to this report.
219 1pid, p.5
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steel industry that ieads to the conclusion that SIEs in complying with these
policies are performing a government function. This is observed in the context
of the statement made in the Appellate Body's report in DS379 in relation to
the existence of manifold items of evidence permitting inferences that entities
are public bodies (see Section V{vi) of this appendix).

GOC in its submission of 16 May 2012, the GOC also objects to the following
statement made in SEF177:

it is further noted that the GOC was likely to be in possession of
further information that may have assisted in Customs and
Protection’s analysis of these matters and provided furth
of indicia 1 and 2 in particular (particular the annual re
identified SIEs), but that information was not provided.

the assumption that the information would have prov.
are both incomrect and unfairly prejudicial. The G
why no evidence can be cited of the vesting of
is because there is no such vesting and no g
HRC or narrow strip to HSS producers at inad

Customs and Border Protection agaij

Enterprises, Order of the State-owiggd AssetsQupervision and Administration
! s enterprises whose
investment contribution duties a the State-owned Assets

undertake comprehens
management perfQzms

2.19 of the GQ, the GOC indicated that
or in China for which SASAC performs the role

|

i

The GOC asserts that the implication that the GOC wit
grerprise functions.

In reg of the annual reports of SIEs, the GOC’s submissions on Customs
and Border Protection’s position on the failure of the GOC to provide many
requested annual reports is addressed earlier in this appendix at Section
V(v).
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PART | INTRODUCTION

After determining:

¢ that SIEs that supplied HRC and/or narrow strip in China are ‘public
bodies’ for the purposes of the Act in relation to subsidy Proggam 20
(see PART IV of Appendix B); and

¢ that the costs incurred by HSS manufacturers in China

influence of the GOC in the Chinese iron and ste
Section 6.4);

Customs and Border Protection has sought to g#termine:

¢ abenchmark cost that represents adequ muneration for HRC and

narrow strip in China, to deter ived under subsidy
Program 20 (purchases of H ip from SIEs at less
than adequate remuneratio

¢ a competitive market rrow strip in China for use in
constructing normal val \

ses of constructing normal values in line
e concepts.

parate information to establish adequate remuneration
et costs for the same goods in an investigated country.

, Customs and Border Protection considers it reasonable to
d ine that the benchmark established to determine adequate
rem ation for HRC and narrow strip in China is also suitable for use to
determMe competitive market costs for those goods.

In the circumstances of HRC and narrow strip in China, a competitive market
cost is considered to be adequate remuneration for those goods, and vice
versa. Consequently, the same amount has been applied by Customs and
Border Protection in each context (hereafter referred to as ‘the benchmark’

irrespective of the context of its use).220

220 | o, whether it refers to adequate remuneration, or competitive market costs for HRC and narrow
strip.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 249




Public
File 25

PART Il LEGAL AND POLICY CONSIDERATIONS

IKi} Determining adequate remuneration {(subsidy Program 20)

In arriving at a benchmark for assessing adequacy of remuneration under a
subsidy program, Customs and Border Protection had regard to the following:

in 8.269TACC(4)(d) and (5) of the Act;

in Article 14(d) of the SCM Agreement; and
by the WTO Appellate Body in the WTO dispute United Stat
Countervailing Duty Determination with Respect to Certai
Lumber from Canada (DS257).

The Act and SCM Agreement

In relation to establishing a benchmark to determine
remuneration, s.269TACC(5) of the Act provides: 4,

For the purposes of paragraphs (4){d) &&d (e)
remuneration in relation to goods or ser’ijgs
aving reqard to prevailing market conditioffor like goods or service

in the coun here those qog Sarvice o provided o
purchased.
[Emphasis added]

Article 14(d) of the SCM Agreeme | s:

the provisione@ac s or purchase of goods by a
governmeg 2 not 1dered as conferring a benefit uniess the
provisio @ _ V() an adequate remuneration, or the
purciQae 13 @ nore than adequate remuneration. The
adequaSaof M /dPatio all be determined in relation fo prevailing
aarket coMiitiorMWor the good or service in question in the cot of
pMNdsion or Wurchase(including price, quality, availability, marketability,

. anSNertatigh and other conditions of purchase or sale).

Emphasis added]
Appdiate Body in DS257 (use of external benchmarks)

In the DS257 dispute, the issue of the use of benchmarks for determining
whether goods were provided at less than adequate remuneration in terms of
Article 14(d) of the SCM Agreement was examined in detail by the WTO
Appellate Body.

In particular, the Appellate Body examined the circumstances under which an
‘external benchmark’ (i.e. a benchmark established outside of the domestic
market of like goods) can be used.
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GOC submissions

In relation to setting an appropriate benchmark for HRC in China, the GOC, in
its pre-SEF submission of 8 March 2012 (Submission concerning Chinese
domestic HRC costs and comparisons with other markets), has highlighted
the following statement by the Appellate Body at paragraph 103 of its report
in the DS257 dispute:

...an investigating authority may use a benchmark other than private
prices of the goods in question in the country of provision, whgn it has
been astablished that those private prices are distorted, b se of the
predominant role of the government in the market as a
same or similar goods. When an investigating authority
a situation, to a benchmark other than private prices in the
provision, the benchmark chosen must, neverth
or be connected with, the prevailing market cogdi
and must reflect price, quality, availability,
and other conditions of purchase or sale,

The GOC then submitted that, according to the in DS257:
...an external benchmark can ations where the
‘predominant role of the gov
the same or similar goods’ government distorts the
prices of those goods i son of its predominance.

and which reflec
transportatiQies

In onse to SEF177, the GOC has reiterated its position in relation to the

Appe Body's findings of DS257, and submitted that ‘there is no legal right
| to use an external benchmark under WTO or Australian law, either at all or in
| the circumstances of this case’.222

221 GO submission of 8 March 201 2, page 7 {footnote 3)
222 GOC submission of 16 May 2012, page 8.
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ms an rder Protection's men

Customs and Border Protection has examined the findings of the Appellate
Body in DS257, and notes the interpretation offered by the GOC that:

o the DS257 findings indicate that the Appellate Body considers that an
external benchmark can ‘only’ be used in the situation where the
predominance of government as a provider of goods in the market
distorts market prices; and

¢ the GOC's disagreement with the Appellate Body's findings and
opinion that there is no recourse for the use of an external bgnchmark
in determining adequate remuneration in any case.

However, Customs and Border Protection disagrees with the G
interpretation of DS257, and considers that the Appellate Body's
not limit the circumstances in which an external bench can be u
those where the predominance of government suppl
market prices.

Customs and Border Protection notes the Apsillate ition that an
internal benchmark (i.e. private prices for selle e goods) is the ‘starting
point’ or ‘primary benchmark’ for establlshlng an priate benchmark to
determine the adequacy of remuner gy

goods.

However, it i Lf jems Appellate Body in DS257 does not limit the
: b these circumstances. Although DS257

s not limit the use of external benchmarks only to
this is the cause of the distortion.

" Customs and Border Protection considers that the circumstances
ined in DS257 are an gxample of where market distortion can lead to
f external benchmarks. It is Customs and Border Protection’s view
that the material point is that private prices are unsuitable due to market
distortion, not the reasons for this distortion.

223 pt paragraph 90.
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li(ii) Determining competitive market costs (for constructed normal
value)

Regulation 180(2) requires that if:;

1. an exporter keeps records relating to like goods that-are in
accordance with generally accepted accounting principles (GAAP) in
the country of export; and

2. those records reasonably reflect competitive market costs associated
with the production or manufacture of like goods;

the Minister must work out the cost of production or manufactur;
information set out in the exporter's records.

Neither the Act, Regulations or ADA prescribe the meth
to determine cost of production when these conditiong a

Agreement requirements).
li(ili) Aim of HRC and narr

@¥Stection considers that its aim in
narrow strip in China should be to
narrow strip that is representative of
ngfive market costs) in China for those

SS by Chinese manufacturers during the
startion on these prices/costs.

k for RRC

establishing a benchm:
arrive at a reasonable )

goods used in
investigatio

be determined having regard to the prevailing market
nd narrow strip in China.

REP177: HSS China, Korea, Malaysia, Taiwan and Thailand 253



s
o
=
o

PART Il BENCHMARK USED
li{i) Starting point — internal benchmarks

As outlined above in PART Il of this appendix, the findings of the WTO
Appellate Body in DS257 establish a preference for determining a benchmark
for adequate remuneration with reference to internal prices in the investigated
country as a starting point.

Consequently, the reasonableness of internal Chinese prices for HRC and
narrow strip were examined first as a possible source of the benc rk.

Option one: private domestic prices
Customs and Border Protection has first considered wh

from private enterprises in China were an appropriat
its HRC and narrow strip benchmark.

period.
Indeed, Appendix A conclude

...the GOC has exerted nu v uences on the Chinese iron and

steel industry, ave materially distorted competitive
conditions witki i d affected the supply of HSS, HRC,

narrow Stz ducts and materials.224

)lysis and conclusions in Appendix A to this
assessing whether a particular market situation
¥se HSS market during the investigation period that
estic HSS selling prices unsuitable for normal value, it is
t this GOC influence and distortion equally applies to a
n of whether the cost of HRC and narrow strip incurred by

SS manufacturers during the investigation period was a reasonably
market cost, or made at adequate remuneration.

It is not®d that this distortion is considered to have affected the entire Chinese
HRC and narrow strip markets, and has therefore distorted all prices of those
goods, regardless of whether the goods are manufactured/supplied by SIEs
or private enterprises in China.

it is considered that the distortions observed in the Chinese HRC and/or
narrow strip markets as a result of GOC influence is another example (further
to that examined in DS257) of where market distortion makes private

224 At page 55.
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domestic prices unsuitable for determining adequate remuneration.

Customs and Border Protection therefore considers that all domestic prices of
HRC and/or narrow strip in China (regardless of whether the material was
manufactured by an SIE or not) to not be suitable in determining a benchmark
for HRC or narrow strip in China.

In its response to SEF177,225 the GOC submits Customs and Border
Protection's rejection of domestic HRC and narrow strip prices in China
based on the finding that the entire domestic market is distorted is not
justified, as it considers that Customs and Border Protection has no

of the Chinese iron and steel industry (inclusive of the
markets) in Appendix A sufficiently establishes the e

te
Option two: import prices

| Having established that domestic prices from p ellers irf China are not
a suitable basis for determining a benchmark for and narrow strip,
Customs and Border Protection has ggsigidered wheWgr it would be suitable
to use imported HRC prices into Chiffia as an appropriate in-country {(internal)
benchmark. ] i

|

|

hina (predominantly from steel billets)
ternationally.

oms and Border Protection considers that any
a in the investigation period are not reasonable
ark as these prices are likely to be distorted

ices would logically needing to be at levels that are

would have to have been at a level of adequate remuneration, and therefore
a suitable benchmark, noting that foreign producers would not export HRC to
China at a price that is less than adequate remuneration (as there would be
‘no incentive' to do so).227

225 GOC submission of 16 May 2012.

226 Which would logically be for HRC and not narrow strip, as narrow strip is not known to be imported
into China and is a unique raw material in the Chinese HSS market that is produced domestically.

227 GOC submission of 16 May, at page 6.
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However, Customs and Border Protection observes that the volume of HRC
imported to China for use in HSS during the investigation period?® was
comparatively very low, and that China’s supply of HRC is predominantly
manufactured domestically. This has been confirmed during investigations
with selected cooperating exporters of HSS from China, whose verified HRC
purchase data identified the country of origin of their purchased HRC.

Conversely, investigations with exporters from the four other investigated
countries/region showed that these HSS manufacturers commonly use a
combination of domestic and imported HRC. It is therefore evident that
imported HRC is able to reach a reasonable level of market penetration within
these markets, but this is not mirrored in China.

This lack of import penetration in China indicates that the impo
China may have been hindered by the domestic prices of HRC in
which Customs and Border Protection has demonstrate
| likely to be artificially low as a result of GOC influen
» distortions.

Indeed, a comparison between the verified d
exporters of HSS in Thailand, Malaysia, Korea
other publicly available HRC prices including the

iwan, as well as several
lished Steel Business

r little HRC was imported into China
would Wgically have been:

Iti is therefore oonSIdere that wha

Customs and Border Protection determines that both Chinese domestic and
import prices of HRC during the investigation period are likely to have been
distorted by the GOC influence in the Chinese iron and steel industry.

In light of the above, Customs and Border Protection considers that an
internal basis for establishing a benchmark price for HRC and narrow strip in

228 As well as before and since the investigation period.

229 Except on one occasion, where the verified price of one Chinese exporter was 0.7% higher than
the East Asian CFR price).
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China is not suitable or reasonable in the circumstances.

IN({li) Chosen benchmark - weighted average ‘basket’

Final approach

Once it was established that internal prices (import and domestic) in China
are not suitable for determining a benchmark for MRC and narrow strip,

Customs and Border Protection turned its attention to assessing a reasonable
external benchmark.

Protection has determined its final black HRC benchmark to b
average of verified domestic black HRC costs incurred by verifi
cooperating HSS exporters cooperating with the investiggti
Korea, Malaysia and Taiwan,23at comparable terms gf t
of purchase to those observed in China.

This has been referred to as a ‘basket’ ben K apgjoa

This benchmark has undergone data cleansing {0 sure as far as possible

that only grades of HRC used by exp i facture of HSS itself
have been include in the benchmar; is appendix for further
discussion).

Customs and Border Protectio i is benchmark (as outlined

below) to take account of:

the increggad hase ptice of pre-galvanised HRC over black
: 0 quarterly average purchase price
BB China domestic Shanghai HRC price
astic Shanghai pre-galvanised HRC price;231

ifferences in quality, availability, or marketability; or
e comparative advantage.

These matters as discussed in more detail at PART Il of this appendix.

SEF177 approach

230 Kukje, Alpine and Shin Yang

231 Reported by SBB as VAT-inclusive, but VAT removed for the purposes of establishing the
benchmark.
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The final benchmark approach discussed above is similar to that of SEF177,
which used:

e the weighted average of verified domestic black HRC costs
incurred by exporters cooperating with the investigation into HSS
from Korea, Malaysia and Taiwan to arrive at a black HRC price;
and

+ the weighted average of verified data of domestic pre-galvanised
HRC costs incurred by cooperating exporters from Korea and
Taiwan to arrive at a pre-galvanised HRC price.232

The main differencs in this final approach to that within SEF177, |
pre-galvanized HRC benchmark has been arrived at by using
benchmark (three countries/region) that is adjusted for the SB
between black and pre-galvanized coil in China, rather than consi

benchmark. These matters have been consi
and have resulted in certain changes made to

Adjustments to the benchmark

Pre-galv.
'As discussed above, in SEF17 t order Protection determined
the pre-galvanised benghmark for as being a weighted average of the

pre-galvanised HRC co f verified ean and Taiwanese exporters.

A the weighted average ‘basket’ black benchmark (based on verified
prean, Malaysian and Taiwanese data);
o plus the quarterly difference between SBB data for domestic, Shanghai
HRC and galvanised HRC (which was reported including VAT, though
this was removed from the data used).

The reasonableness of this approach, and the methodology of calculation, is
discussed further in Section V(ii) of this appendix.

232 ps pre-galvanised HRC was readily identifiable in these exporters’ records, and considered to have
been purchased in quantities that represented a valid sample of galvanised HRC costs.
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It is noted that this adjustment has been made with reference to internal
prices of pre-galvanised HRC in China and is reflective of the prevailing
market conditions for the price difference between these materials in China.

Narr ri justmen

In its investigations with cooperating Chinese exporters of HSS, Customs and
Border Protection has observed that the cost of narrow strip incurred by these
exporters was lower than the cost of HRC. This was observed consistently
throughout the investigation period, and seen in particular where exgorters
purchased both narrow strip and HRC.

This is reflective of Customs and Border Protection’s understa
narrow strip is generally less expensive to purchase than HRC in

Consequently, Customs and Border Protection consiggrs
adjust the HRC benchmark average downwards
account for this price differential for narrow stri

narrow'strip is unique
to the Chinese market amongst the countries/regi8@jnvestigated, and thus no
reliable external data was available
arrive at a ‘narrow strip adjustment;
Protection has calculated this adju
difference between HRC and/dgpa
cooperating Chinese exporters.

quarterly verified average
chase prices in China by the

It is noted that this adju

ent has b made with reference to internal
prices of narrow stg i

eflective of the prevailing market
een HRC and narrow strip in China.

from Korea, Malaysia and Taiwan are all for HRC
manufacturer's premises. However, Customs and

=T C
ing se exporters were made at delivered and undelivered (ex-
R kyierms ‘ -

has used the verified quarterly average delivery cost of HRC and narrow strip

\ from one cooperating Chinese exporter (being the only exporter whose data
allowed for this isolation and comparison) to arrive at a per tonne HRC and
narrow strip delivery cost in China.

233 customs and Border Protection notes that ATM has provided some information that suggests that
narrow strip and HRC in China during the Investigation period were at comparable prices (as observed
in CON177 at Page 27). However, data verified with Chinese exparters of H3S contradicts this and is
considered to be more reliable.
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This delivery cost has been deducted from the adjusted benchmark prices to
arrive at an ex-works benchmark price.

It is considered that this delivery cost to be reasonable as it reflects verified,
actual delivery costs for HRC and narrow strip incurred in China.

Use of Thal data in benchmark
At the time of pﬁblishing SEF177, Customs and Border Protection

deliberately omitted the verified HRC purchase prices of Thai HSS exporters
from the benchmark averages. This was due to:

e the ongoing uncertainty at the time of publishing SEF,
existed over the reasonableness of the price of dome
Thailand (investigations were continuing into allegation
particular market situation in Thailand resulti
price measures on HRC in that market);

o the fact that the exclusion of verified Thgj

cost data from the benchmark avera

of HRC). Customs and Border
nce has not affected the cost of
icular market situation in that market.235

Protection has determin
HRC in Thailand ag

uld present issues with protecting the
a,238 and that:

of this data would still not significantly alter the

ench ;
the benchmark without Thai data is still considered to be a sufficiently
broad and reliable data base

Customs and Border Protection does not consider that the Thai data should
be included in the final weighted average benchmark.

234 And subsequently does not significantly alter the resulting calculations of benefit under Program 20
(see PART 3 of this appendix) or normal value in China (see Section 6.3.1), which the benchmarks
have been used to calculate.

235 gee TERT 77, which discusses the assessment of allegations of a particular market situation in
Thaitand in detall.

238 The SEF177 benchmark has been released to Chinese exporters and the late inclusion of Thai
data at this stage would reasonably be considered to disclose this data.
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Use of Taiwan data in benchmark

In its submission of 14 May 2012, ATM questioned the reasonableness of the
inclusion of the verified Taiwanese exporter's data in a basket benchmark, as
ATM queries whether this purchase price is in fact a market price as ATM

believes some of Shin Yang's HRC supply is purchased from a related entity.

ATM's understanding of the Taiwanese exporters’ HRC purchasing
arrangements is incorrect. While some black HRC was in fact galvanised for
Shin Yang by the related Yieh Phui Enterprise Co Ltd. (Yieh Phui) inthe
investigation period (to make pre-galvanised HRC), Shin Yang's HRC
was at all times purchased from unrelated parties.

Consequently, Customs and Border Protection does not have an
over whether the cost of black HRC incurred by Shin Y

prices, and considers this suitable for use in the wei rage
benchmark.

In any case, it is noted that for the purposes is regort aNgafinal
recommendations, only the cost of Shin Yang' RC haSs been included

in the benchmark calculations.

PART IV REASONS FOR CHDS

BENCHMARK

In arriving at the weighted av e
Protection considers the bench ,

hmark, Customs and Border
d:

domesti®prices actually paid for HRC by HSS
has bgpn cleansed to isolate grades and

are known to be used to manufacture

er available data like SBB prices, which are
research of quoted prices rather than prices

estic prices at similar terms of trade to those

China;

red to be reliable and reasonable data to reflect the cost
of in various Asian markets;

\ is a sufficiently broad sample of data, consisting of data from major

\ producers and exporters from the benchmark countries that
collectively represent a significant proportion of the goods exported
to Australia during the investigation period;

e is an average of three competitive markets in Asia, thereby
collectively representing an average of what competitive market
costs/adequate remuneration in Asia is likely to be absent
government influence;238 and

237 It is noted that the SBB differential between the price of black and galvanised HRC has been
applied in arriving at a pre-galvanised coil benchmark. This is considered reasonable in the
circumstances, and is discussed further at PART Il of this appendix.

%38 Which is further supported by the fact that the HRC domestic cost data verified with Thai exporters
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¢ has been reasonably adjusted to arrive at benchmarks that
accurately represent the costs of delivery in China, as well as the
differences between HRC and pre-galvanised raw material, and
HRC and narrow strip in China, with reference to in-country data.

Consequently, Customs and Border Protection considers that its weighted
average benchmark achieves the aim to arrive at a reasonable benchmark for
HRC and narrow strip in China for those goods used to manufacture HSS,
absent of GOC market distortions.

Furthermore, the benchmark is considered to be the most reasonablg in the
circumstances, noting the nature of available data and the aim of
benchmark itself.

is also similar to the quantum of the benchmark (another competitive market in Asia).
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PARTV SUBMISSIONS IN RESPONSE TO SEF177

V(i) Reasonableness of ‘basket’ (welghted average) approach

In response to SEF177, various parties have made submissions in relation to
the overall reasonableness of the ‘basket’ benchmark used.2*® These are
considered below.

Summary of submissions

ATM

In response to SEF177, ATM has submitted that the Japanese
prices published by SBB should be used as the basis for the ben
rather than a ‘basket’ approach.?4¢ These prices were uggd by AT

reasonable basis for a benchmark.

ATM submits that the Japanese FOT price is
Japan is recognised as an efficient producer of
HRC in the region, and the domestic paggs of HRC
in a competitive market.

is a major exporter of
apan are determined

ATM further submits that the ke
and that an actual price (the JaPQge
basket weighted average approac

‘not an actual price’ for HRC,
e) is more appropriate than a

The ASA
The ASA has toms and Border Protection has used a
benchmark or no link to international, competitive market

ary course of trade in the region’.

its that, for the purposes of constructing HRC cost (or
s and Border Protection should use the lesser of:

M's own HRC purchases from BlueScope Steel (net of all rebates);
ATM's own purchases of imported HRC net of all rebates and other
iscounts;

lueScope Steel's own HRC export prices;

e ‘Far East Asian (FOB) Index’ prices from ‘CRU Monitor’;

» the lowest, undumped HRC cost available.

The ASA has not signified a preference for one of these options over another

urther submissions in relation to the reasonableness, calculation and application of the
ark have been discussed earlier in this appendix, as weil as In the body of the report.

' submission of 14 May 2012, page 10.
‘ubmission of 14 May 2012, page 4.
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(except requesting the lowest of the selection be used), or why each or any is
considered to better represent ‘international, competitive market prices’,
which the ASA appears to consider should be the aim or the established
benchmark.

lian for
In its submission of 1 May 2012, Dalian Steelforce submitted that a weighted

average approach to calculating a benchmark (i.e. the basket approach) is
‘flawed’ and may constitute unfavorable treatment for cooperating exporters.

GDP than the ‘basket’ countries, this should be recogni
calculating a benchmark.

Dalian Steelforce further submits that the weig averaga be ark is not
in fact a cost which exists in any market, and {&nhot thgclo comparator to
the Chinese HRC market in terms of price.

TE

untervailing investigations, Customs
to construct costs for Chinese

: that of a non-market economy, where a
n be taken; and

o and Kingland have submitted that the international (i.e. export) price
fro iwan should be used as a substitute, as they are reflective of
reasoMgble market costs without government influence, were available to
Chinese HSS manufacturers, and were the lowest import prices available
(which Chinese exporters of HSS would logically have opted for).

242 Noting that Dalian Steelforce does not agree with the substitution of costs or the countervailability
of Program 20 generally.

243 Hyludao submission of May 14 and Kingland submission of May 14.
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Additionally, Huludao and Kingland have submitted:

o there is no way for a Chinese HSS manufacturer to purchase HRC in
another country's domestic market (noting the basket data was based
on domestic prices in the investigated countries/region),

+ the benchmark data used was selective, rather than countrywide and
therefore not representative; and

o the different market conditions between China and the benchmark
countries/region should be adjusted for (e.g. availability and
marketability).

Aspects of these points raised by Huludao and Kingland were al
by TFQ.244

The GOC

In response to SEF177, the GOC has reiterated its
Appellate Body's findings of DS257, and submitt
to use an external benchmark under WTO or
the circumstances of this case’.245

The GOC has also submitted its objection to the r
Customs and Border Protection in rgi importe
for the benchmark.

C prices as a basis

Both of these points have bee d ed eager in this appendix.

Customs and Border Brotection sessment

ould used to reflect the fact that China is a 'low cost’ market,

" Cu s and Border Protection notes the Appellate Body's comments in
DS25 Mgt Paragraph 109 that:

it is clear, in the abstract, that different factors can result in one country

havin mparative advanta ver another with respect to the
production of certain goods. In any event, any comparative advantage
woul refl in the market conditi revai in ntry of
rovision and, theref: would havi aken into account an

244 TFQ submission of 11 May 2012,
245 GOC submission of 16 May 2012, page 6.
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refl in th ny method used for th
d_qt_ecm ination gq_eggggz of remuneration, if it is to relate or refer to,

or be connected with, prevailing market conditions in the market of
provision.

[Emphasis added]
This notion is also reflected in the GOC's pre-SEF Submission concerning

Chinese domestic HRC costs and comparisons with other markets?4 at p21,
which concludes

...a price from some other market cannot simply be used
benchmark without first attempting to determine its basi
the task, in a comparative sense, and then adjusting it t
the prevailing conditions in China.

Customs and Border Protection observes the Appell
DS257 that dlsplay the need to adjust for compar

China does not have an unfettered@omparati@hy advantage in producing
HRC, narrow strip and the upsgea Is of these products. Multiple
identified GOC policies, plans a

steel industry (including HRC and arrow strip) experiences several

the steel industry, which have been accumulated
nsive development in the past, have been more

ands and overexpansion of aggregate capacity. Until the
nd of 2008, the production capacity of crude steel exceeds the actual
demands for about 100 milflion mefric tons. (2) Weak in innovation. The
search and development and application of advanced production
echnology and high-end products are mainly relied on importation and
imitation. Some of the superior quality and key steel products still
request numerous import while the structure of consumption maintains
at a low level. (3) Poor geographical location of production capacities.
Most production facilities and steel enterprises are located in large and
medium-sized inland cities, where production are poorly conditioned
and seriously restricted in the terms of environmental absorbing

248 g March 2012
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capacity, water resource, transportation and energy supplies; (4) Low
concentration rate. The average production capacity of crude steel is
less than 1 million metric tons. Top 5 producers account only 28% of
total production nationwide; (5) Weak in resource reserve. Domestic
endowment of iron ore resource is low and the degree of self-
sufficiency is less than 50%. (6) Disorder in circulation markets. More
than 150,000 vendors are in the steel market. There is serious
tendency to speculate on the markets. ‘

It is considered this provides evidence to suggest that, if anything, China may
have a comparative disadvantage in certain areas when it comes to
producing HRC, narrow strip and upstream inputs.

Moreover, Customs and Border Protection considers that in ce S
where China has developed (or is developing) a comparative advaRggge in
producing HRC and/or narrow strip:

¢ this has been heavily distorted (and even |
influences in the Chinese iron and steel
plans and implementing measures);
+ therefore the extent to which this comp

has no genuine (i.e. not
ed by competitive market
n, Malaysian and Taiwanese

This is not to say that it is consider
attributable to GOC influence it ra
forces) comparative advantages

HRC markets.

he verified Chinese prices of HRC during
istently lower than the purchase prices for
estigated countries/region, as well as below

K. It is considered that this reduced price is due, at

the investigatio
HRC obse i
other publicly

substantially the same (likely to be artificially low), as they would have
ithout GOC influence. Consequently, the observation that Chinese

es are below those of other competitive markets in the region,
including the East Asian SBB average, is attributed, at least in part, to this
GOC influence. '

Customs and Border Protection therefore considers that any ‘adjustment’ to
the benchmark to take account of comparative advantages in China would
need to accurately:

» determine and quantify what the true, uninfluenced comparative
advantages of the Chinese market are, and those which are a result of
GOC influence and only adjust for ‘true’ comparative advantages; and
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« identify, quantify and take into account the comparative disadvantages
of the Chinese iron and steel industry (noting that GOC influence is
likely to have lessened certain comparative disadvantages).

This would necessarily need to arrive at a ‘net’ figure for comparative
advantage.

Noting the complexity and extent of the GOC influence in the domestic iron
and steel industry, Customs and Border Protection determines that it is not
possible to accurate isolate and quantify what amount of any comparative
advantage enjoyed by the Chinese HRC and narrow strip markets hgs been
derived from comparative advantages that are not attributable to ernment
distrotions, or is a result of GOC influence, in order to accurat
any adjustment for comparative advantage.

Customs and Border Protection therefore considers tha

¢ itis not reasaonable to adjust the benchma

suggested should be Taiwajiese HRC prices) should be used to
establish a benchmark, as i
market been allowed t e
this would have resulted

next lowest avajjable price

istorting GOC influences,

Consequently, Cug
reasonable to ajg price that reflects an average price of

the region in the manner undertaken for the

Customs and Border Protection has reviewed each of these proposed
options, bearing in mind the requirements of the Act and SCM Agreement
outlined in PART Il of this appendix, the availability/reliability of the available
data, and the abovementioned aim at arriving at a benchmark for HRC and
narrow strip in China absent GOC influence.

Customs and Border Protection considers that all of the proposed alternatives
each have certain merits and disadvantages, and does not consider it
necessary to outline these in detail within this report.
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In any case, noting the available information, Customs and Border Protection
considers that the basket weighted average approach of establishing a
benchmark to be the most reasonable in the circumstances, and based on
the best available information, which has been verified and cleansed.

The merits of this approach are discussed earlier in this section, and
throughout this appendix.

In relation to the concerns raised by interested parties that the y#fght
average benchmark:

e does not represent an actual cost in a existing
and/or

+ was not actually available to Chinese HS
investigation period;

requirement, either
within the Act, the SCM Agreement, or the ADA f benchmark of this

a price that was physically availablgito Chinese HSS exporters during the
investigation period (such as the T

On the contrary, while Customs
be cases where such aprice is corfalered to be suitable for establishing a
arily be reflective of what a

ated country (i.e. HRC and narrow strip

and pre-galvanised HRC

Follo SEF177, Dalian Steelforce has submitted (in its submission of
1 May 2012 and in a meeting with Customs and Border Protection on
30 April 2012)247 that the difference between the SEF177 benchmark for
black and galvanised HRC appears to be understated.

Dalian Steelforce submitted it considers this to be because the black HRC
‘basket’ benchmark is too high, suggesting this could be because of the
product mix of those exporters whose verified data had been used, and in

247 The record this discussion is available on the Public Record.
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particular the thickness gauges of the products manufactured by these
exporters (as Dalian Steelforce explained that thicker HRC and narrow strip is
generally more expensive, and the basket exporters may be using a
disproportionate amount of thicker gauged HRC to that used in China).

Dalian Steelforce submitted information as to what it considers the difference
between purchase prices for black and pre-galvanised HRC should be during
the investigation period.

Customs and Border Protection has reviewed the benchmark to determine
whether this issue could be driven by differences in gauges (thicknegses) of
HRC used as suggested by Dalian Steelforce.

It is noted that the available data is limited in terms of conducti
comparison between the prices of various gauges of HRC used b
exporters and by Chinese HSS manufacturers. Howev
Border Protection’s analysis has not definitively sho
affects the purchase price of HRC on a per tonne

the basket exporters with those of the Chinese
regardless of the gauges of HRC used by these

As a result of its analysis, Custom d Border Proteclion has determined
that it is not the differences in HR is driving the difference

enchmark, but rather the
weighting of these benchmarks SEF177 the black benchmark

included Malaysian datg, though t

HRC benchmark).
In light of this, rotection sought to establish a different
method of arri : Ised benchmark by:

benchmark (based on verified Korean,
Wwanese data); then

ical adjustment to this black benchmark for galvanising
s the actual price difference between black and

RC prices in China.

Th different to the original approach of calculating a galvanised
benc rk by reference only to Korean and Taiwanese data.

To arrive at this ‘physical adjustment’, Customs and Border Protection
examined the difference between SBB data for domestic, Shanghai HRC and
galvanised HRC (which was reported inctuding VAT, though this was
removed from the data used) and arrived a quarterly average difference in
purchase price between the two.

This difference was compared with:

o the verified quarterly average differences in purchase price for HDG
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and pre-galvanised coil for selected cooperating Chinese exporters;
and

» an estimate for this difference submitted by Dalian Steelforce in
response to SEF177

and was found to be reasonably similar to these price differences.

Customs and Border Protection therefore considers this SBB Shanghai
domestic price to be reasonably representative of the actual difference
between black and galvanised HRC purchase prices in China during the
investigation period, and therefore suitable for use in its benchmark
calculations.248

Grade and standards of HRC and narrow strip

Orrcon considered in its response to SEF177249 that th
HRC used by Customs and Border Protection did n
in raw material grades used in manufacture of HS$ fo
when compared to the raw material grades u
the Chinese market.

from China usually complies with A
be manufactured from Chinese H
exported to Australia from the cou
is mainly HSS complying with 9/ 1163 C@0. Orrcon claimed that the
raw material grades required fo
| in price.

erent HSS grades, although this required
ong different exporters. The analysis does not

oms and Border Protection highlights that Orrcon is not

in its understanding that the benchmark data used was only for HRC
o manufacture HSS for export to Australia (and therefore predominantly
3t met the requirements of the AS1163 standard). In arriving at its
benchmark, Customs and Border Protection used all HRC data for the
benchmark exporters that related to their manufacture of HSS, whether it be
destined for the Australian market, domestic market or other export
destinations.

It is therefore considered that the benchmark data represents HRC used to

24810 be used as an upwards adjustment to the black HRC basket price to arrive at a reasonable pre-
galvanised HRC and narrow strip benchmark.

249 Orrcon submission of 14 May 2012
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manufacture HSS to a variety of specifications, including the (generally) less
stringent?8? domestic standards of Malaysia and Taiwan.

Customs and Border Protection considers the benchmark it has used is
reasonable.

250 |n comparison to As1163,
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PART VI CONCLUSION

After considering those matters raised in response to SEF177, as well as all
other relevant information and further analysis, Customs and Border
Protection has determined its final black HRC benchmark to be the weighted
average of verified domestic black HRC costs incurred by verified selected
cooperating HSS exporters cooperating with the investigation into HSS from
Korea, Malaysia and Taiwan, at comparable terms of trade and conditions of
purchase to those observed in China, adjusted to account for:

o the increased purchase price of pre-galvanised HRC o
HRC, with reference to the quarterly average purch
difference between the SBB China domestic Shangh
and the China domestic Shanghai pre-galvanised HRC

¢ differences in delivery terms observed in Chirfy{ex-works,
delivered); and

o the reduced cost of narrow strip in Chi

This results in the following 8 categories of bedfichm tob ed as
appropriate in determining the adequacy of re tion for HRC and/or
narrow strip paid by HSS exporters:

Benchmark Basis of calculation
Weighed average of verified
domeghic black HRC cost used in

Black HRC dslivered manufacture of Korean,
Malaysian and Taiwanese exporters,
elivery included.

Black HRC delivered benchmark
above, minus verified quarterly
average delivery costs from one
cooperating Chinese exporter

Black HRC delivered benchmark
above, minus the quarterly verified
average difference between HRC and
narrow strip purchase prices by the
cooperating Chinese exporters.

Black narrow strip  delivered
benchmark above, minus verified
quarterly average delivery costs from
one cooperating Chinese exporter.
Black HRC delivered benchmark
above, plus purchase price for
galvanising differential (based on
SBB Shanghai data).

ck narrow strip ex-works

Pre-galvanised HRC delivered

251 Reported by SBB as VAT-inclusive, but VAT removed for the purposes of establishing the
benchmark.
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Benchmark Basis of calculation
Pre-galvanised HRC  delivered
benchmark above, minus verified
quarterly average delivery cost from
one cooperating Chinese exporter.
Pre-galvanised HRC delivered
benchmark above, minus the
quarterly verified average difference
between HRC and naggw strip
purchase prices by th operating
Chinese exporters.

Pre-galvanised HRC ex-works

Pre-galvanised narrow strip delivered

pre-galvanised narrow strip ex-works
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