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PREFACE

The Anti-Dumping Commission has undertaken verification of data provided by the
Australian industry for investigation 578 into the alleged dumping of quenched and
tempered (Q&T) steel plate exported from the United States of America. This report
details the evidence gathered and the key findings from the verification of the data.

This report has been prepared for publication on the electronic public record for
investigation 578.

This report provides interested parties with information regarding all material aspects
of the verification, including explanations of any material issues identified during the
verification. It outlines the nature, extent and consequences of any changes made to
the data submitted, including data corrections made by the company or by the
verification team.

Verification teams are authorised to conduct verifications under sections 269SMG
and 269SMR of the Customs Act 1901 (Cth) (the Act).?

1 Reference to any sections in this report relate to provisions of the Customs Act 1901 (Cth), unless
specifically stated otherwise.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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1 COMPANY BACKGROUND

1.1 Corporate structure and ownership

Bisalloy Steels Pty Ltd (Bisalloy) is 100% owned by Bisalloy Steel Group Limited
(ABN 22 098 674 545) which is listed on the Australian Stock Exchange (ASX: BIS).

Bisalloy has a 50% equity stake in a Cooperative Joint Venture (CJV) in the People’s
Republic of China (China) — Bisalloy Shangang (Shandong) Steel Plate Co., Ltd - for
the manufacture and distribution of Bisplate branded Q&T steel plate under license
in China.

1.2 Related parties

The verification team examined the relationships between related parties involved in
the manufacture and sale of the goods.

1.2.1 Related suppliers

The verification team found that Bisalloy imported a small volume of greenfeed steel
from the CJV during the investigation period. Greenfeed steel is the main production
input used to produce Q&T steel plate.

1.2.2 Related customers

The verification team found that Bisalloy supplied Q&T steel plate to Australian
customers that held substantial shareholdings in Bisalloy Steel Group Limited during
the investigation period.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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2 THE AUSTRALIAN INDUSTRY MANUFACTURING LIKE
GOODS

2.1 The goods

The goods under consideration (the GUC or the goods) are:

Flat rolled products of alloyed steel plate commonly referred to as Quenched
and Tempered (Q&T) steel plate (although some Q&T grades may not be
tempered), not in coils, not further worked than hot rolled, of widths from
600mm up to and including 3,200mm, thickness between 4.5-110mm
(inclusive), and length up to and including 14 metres, presented in any
surface condition including but not limited to mill finished, shot blasted, primed
(painted) or un-primed (unpainted), lacquered, also presented in any edge
condition including but not limited to mill edge, sheared or profiled cut (i.e. by
oxy, plasma, laser, etc.), with or without any other minor processing (e.g.
drilling).

Goods of stainless steel, silicon-electrical steel and high-speed steel, are
excluded from the goods covered.

The goods are generally, but not exclusively, classified to subheadings 7225.40.00
(statistical codes 21, 22, 23 and 24) and 7225.99.00 (statistical code 39) in Schedule
3 of the Customs Tariff Act 1995.

2.2 Manufacturing in Australia

Bisalloy manufactures Q&T steel plate in its production facility located in Unanderra,
New South Wales. Bisalloy is the sole producer of Q&T steel plate in Australia.

2.2.1 Production process

Quenching and tempering is defined as a combination of heating and cooling of a
metal or alloy, imparting permanent changes to the microstructure of the steel to
improve the strength, hardness and toughness of the materials being treated.

Bisalloy explained that the main production input is steel plate that Bisalloy
purchases primarily from BlueScope Ltd, located in Australia. The main steps of the
production process are:

initial shot-blasting

heating in austenitising furnace
qguenching

heat treating in tempering furnace
testing for strength and thickness and
levelling.

The process is illustrated in the figure below, supplied by Bisalloy in its application:

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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Figure 1 - Bisalloy production process

Since this verification was conducted remotely the verification team had no
opportunity to visit and inspect the manufacturing process. However, Bisalloy
provided the verification team with a short video of the manufacturing process.
Based on the above, as well as the commission’s previous verifications of Bisalloy,
the verification team is satisfied that Bisalloy is a manufacturer of Q&T steel plate.

2.3 Verification of model control codes (MCCs)

Bisalloy confirmed that the MCC structure outlined in ADN No. 2021/31 can be used
to categorise its products.

The table below provides detail on how the MCC sub-categories were determined
and verified to source documents.

Category Determination of the sub-category

Grade

Tensile Strength
Based on the product description on commercial
Brinell Hardness documentation (e.g. commercial invoice), product
codes and product specifications.

Thickness

Width

Length

Table 1 - Determination of MCC sub-category

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
7



PUBLIC RECORD

Bisalloy sold goods with the following MCCs during the investigation period:

Armour grade | Structural grade Wear grade
A-B-2-B-1 S-B-2-B-1 W-C-1-A-3 W-E-2-A-1
A-C--- S-C--- W-C-1-B-3 W-E-2-B-1
A-C-1-B-1 S-C-1-A-1 W-D--- W-E-2-B-2
A-C-2-A-1 S-C-1-A-2 W-D-1-A-1 W-E-2-B-3
A-C-2-B-1 S-C-1-A-3 W-D-1-A-2 W-E-2-C-1
A-C-2-C-1 S-C-1-B-2 W-D-1-A-3 W-E-2-C-2
A-E--- S-C-1-B-3 W-D-1-B-1 W-E-2-C-3
A-E-1-B-1 S-C-2-A-1 W-D-1-B-2 W-E-3-A-1
A-E-1-B-2 S-C-2-B-1 W-D-2-A-2 W-E-3-B-1
A-E-2-B-1 S-C-2-B-2 W-D-2-B-1 W-F-1-A-1
A-E-2-B-2 S-C-2-B-3 W-D-2-B-2 W-F-1-A-2
A-F--- S-C-2-C-1 W-D-2-B-3 W-F-1-B-1
A-F-1-A-1 S-C-2-C-2 W-D-2-C-2 W-F-2-A-1
A-F-1-B-1 S-C-2-C-3 W-D-2-C-3 W-F-2-B-1
A-F-1-B-2 S-C-3-A-1 W-D-3-A-1 W-F-2-B-2
A-F-2-A-1 S-C-3-A-2 W-D-3-B-1 W-F-2-C-1
A-F-2-B-1 S-C-3-B-1 W-D-3-B-2 W-F-3-A-1
A-F-2-B-2 S-C-3-B-2 W-E-1-A-1 W-F-3-B-1
A-G--- S-E-2-B-2 W-E-1-B-1 W-F-3-B-2
A-H-1-A-1 S-E-2-C-3 W-E-1-B-2 W-H-2-B-1
A-H-1-B-1 W-E-1-B-3
A-H-2-A-1
A-H-2-B-1

Table 2 - List of MCCs sold by Bisalloy during the investigation period

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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2.4 Like goods

Like goods are defined under section 269T(1) of the Act as:

goods that are identical in all respects to the goods under consideration or
that, although not alike in all respects to the goods under consideration, have
characteristics closely resembling those of the goods under consideration.

The verification team considers that the goods manufactured by Bisalloy are identical
to, or have characteristics closely resembling, the goods exported to Australia, as:

Locally produced Q&T steel plate possesses similar physical characteristics to
the goods exported from the USA in terms of shape, dimensions, appearance,
strength, hardness and weight. The products also have similar chemical
compositions.

Locally produced and imported Q&T steel plate are manufactured in a similar
manner and via similar production processes.

Locally produced Q&T steel plate competes directly with imported Q&T steel
plate and is sold to common customers in the Australian market.

The locally produced and imported Q&T steel plate have comparable or
identical end-uses, are functionally substitutable and are capable of
performing to the same standards.

2.5 Preliminary like goods assessment

The verification team is satisfied that:

Q&T steel plate manufactured by Bisalloy are like to the goods.?

The like goods were wholly manufactured in Australia by Bisalloy.3

There is an Australian industry, consisting of Bisalloy, which produces like
goods in Australia.*

2 Section 269T(1).
3 Section 269T(2).
4 Section 269T(4).

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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3 AUSTRALIAN MARKET

3.1 Background

The Australian market for Q&T steel plate is supplied by:

e Bisalloy, the sole domestic manufacturer representing the Australian industry
e imports from countries subject to measures (Finland, Japan and Sweden) and
e imports from countries not subject to measures (including the USA).

Imported Q&T steel plate supplied to the Australian market is sourced from
numerous countries. According to the Australian Border Force (ABF) database, in
recent years the highest volumes have originated from Belgium, China, Sweden and
the USA.

Anti-dumping measures were continued on exports of Q&T steel plate from Finland,
Japan and Sweden with effect from 5 November 2019.5

In its application, Bisalloy asserts that following the continuation of measures in
relation to Finland, Japan and Sweden, import volumes from the USA replaced those
previously sourced from Sweden.

3.2 Market structure

QA&T steel plate is a specialty steel comprising of wear, structural and armour
grades. Wear grades account for approximately 70% of sales, and structural grades
for approximately 30%. Armour grades are estimated at approximately one per cent
of the market.

QA&T steel plate is predominantly sold into the resources sector and is used in a
range of applications, including:

excavator and dragline buckets

off-highway dump truck bodies

on-highway truck bodies

longwall mining equipment applications including roof shields, pan-lines, front-
end loader arms and buckets

e primary and secondary ore processing fixed plant equipment such as apron
feeders, chute liners, run-of-mine (ROM) hoppers, train load-out hoppers, and
rail bins.

General infrastructure applications include:

bridges and gantries

high strength structural beams

crane booms and lifting equipment

high strength beams and columns in buildings
general steel fabrication and

5 For further details see Anti-Dumping Notice 2019/113.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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e heavy transport.

QA&T steel plate is also used in defence applications including Australian Defence
Force Bushmaster Infantry Mobility Vehicles, civil armoured vehicles and submarine
plate. The verification team notes that the defence sales made up a low proportion of
Bisalloy’s sales during the investigation period.

3.2.1 Supply

Bisalloy sells a significant proportion of its locally manufactured Q&T steel plate via a
network of distributor companies. The remainder of its sales are made to large end-
user customers in the mining sector on major project expansions and repairs and
maintenance activities.

Bisalloy and importers compete in all states and territories in Australia via similar
channels of distribution.

3.2.2 Demand

Demand for Q&T steel plate is principally driven by the mining and resources sector
and the construction, transport and defence sectors.

3.3 Pricing

Bisalloy prepares distribution price lists for its various standard sized wear and
structural steel products. Non-standard sizes are available subject to minimum order
guantities and pricing is available on enquiry.

The price list also details delivery, terms of payment and terms of trade details.

Bisalloy notes that the market for Q&T plate steel is price sensitive and customers
will use competitor offers to negotiate more favourable pricing from Bisalloy.

3.4 Market size

The verification team has estimated the size of the Australian market for Q&T steel
plate based on verified Bisalloy sales data, import volumes from the ABF import
database and verified importer data.

The verification team has cleansed the ABF data to ensure, as far as practicable,
that only the goods relevant to the application have been included. The data has
been cleansed with reference to:

e the goods description listed against each shipment
e an appropriate range of free on board unit prices and
¢ verified data obtained from importers.

Figure 2 below shows the trends in the volumes of the Australian market participants
in the injury and investigation periods.6

6 Injury assessment period is from 1 January 2017 to 31 December 2020.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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Market size (tonnes)

2017 2018 2019 2020

M Bisalloy mBelgium ® China ® Finland ® Japan B Sweden B USA B Other

Figure 2 - Australian market size and composition (metric tonnes)

Figure 2 indicates that the size of the Australian market has trended upward in 2018
followed by a downturn in 2019. The market rebounded strongly in 2020 with growth
of approximately 20%. The composition of the market has changed since 2017 with

exports from Sweden diminishing and a significant increase in export volumes from

the USA and China.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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4 VERIFICATION OF SALES COMPLETENESS AND
RELEVANCE

Verification of the relevance and completeness of data is conducted by reconciling
selected data ‘upwards’ through management accounts up to audited financial
accounts. The total sales value and quantity is reconciled to management reports
with particular attention given to ensuring that all relevant transactions are included
and irrelevant transactions are excluded. The total value from the management
reports is then reconciled to the total revenue figure reported in the audited income
statement.

The verification team verified the completeness and relevance of the domestic sales
listing by reconciling this to audited financial statements in accordance with
ADN No. 2016/30.

The verification team verified the relevance and completeness of the sales data as
follows:

e The total company revenue for Bisalloy was reconciled upwards to Bisalloy
Steel Group Limited’s audited financial statements and to relevant
management accounts for the investigation period.

e Bisalloy demonstrated its methodology to categorise sales by market
(Australia/export) and by product type. The verification team confirmed the
categorisation of products in accordance with relevant product specifications
and product codes.

e The verification team confirmed the total volumes and values of Bisalloy’s
Australian sales of like goods having regard to the product specifications and
sales market.

e Net sales revenue was confirmed through verification of sales rebates and
settlement discounts.

e The verification team confirmed the total volume and value of Bisalloy’s
imports of Q&T steel plate through reconciliation to relevant sales data and
product information.

The verification team identified the issue outlined below during this process. Details
of this verification process are contained in the verification work program and its
relevant attachments, at Confidential Attachment 1.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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4.1 Exceptions during verification of sales completeness and

relevance
No. Exception Resolution
1 From the product specifications, it The verification team confirmed the

was identified that a single sale of product specifications to source
greenfeed (non-subject goods) was | documents and has removed this
listed within the A4 Australian sales | sales as it does not pertain to like
listing. goods.

Table 3 - Exceptions during verification of completeness and relevance of sales data

4.2 Purchases by Bisalloy (imported goods)

Bisalloy imported a small volume of Q&T steel plate during the investigation period.
The volumes and values of imported goods were verified as part of the sales
verification. Import volumes are outlined at chapter 8.

4.3 Export sales by applicant

Bisalloy exported Q&T steel plate during the investigation period. Total export sales
volumes and value were verified as part of the sales verification. These sales are not
included in Bisalloy’s domestic sales volumes at chapter 8.

4.4 Sales completeness and relevance finding

The verification team is satisfied that the sales data provided in the application by the
applicant, including any required amendments as outlined in the exception table
above, is complete and relevant.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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5 VERIFICATION OF SALES ACCURACY

The accuracy of data is verified by reconciling selected data ‘downwards’ to source
documents. This part of verification involves the process of agreeing the volume,
value and other key information fields within the sales data down to source
documents. This verifies the accuracy of the data.

The verification team verified the accuracy of the domestic sales listing by
reconciling this to source documents in accordance with ADN No. 2016/30.

The verification team did not identify any issues during this process. Details of this
verification process are contained in the verification work program and its relevant
attachments, at Confidential Attachment 1.

5.1 Related party customers

The verification team has reviewed Bisalloy’s sales to related party customers.

The verification team assessed the terms of these transactions and compared the
selling prices to sales to non-related entities. Based on this analysis, the verification
team found these sales to be at market prices and is satisfied that these sales are
arm’s length transactions.

As such, the verification team is satisfied that Bisalloy’s sales of Q&T steel plate to
these customers can be relied upon in the assessment of the economic condition of
the Australian industry.

5.2 Sales accuracy finding

The verification team is satisfied that the sales data provided in the application by
Bisalloy is accurate. Details of this verification process are contained in the
verification work program and its relevant attachments, at Confidential Attachment
1.

Accordingly, the verification team considers Bisalloy’s sales data is suitable for
analysing the economic performance of its Q&T steel plate operations from 1
January 2017 to 31 December 2020.

Quenched and Tempered Steel Plate - Australian Industry Verification Report - Bisalloy Steels Pty Ltd
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6 VERIFICATION OF CTMS COMPLETENESS AND
RELEVANCE

Verification of the relevance and completeness of data is conducted by reconciling
selected data ‘upwards’ through management accounts up to audited financial
accounts. The total cost to make data is reconciled to the cost of production in the
management reports with particular attention given to ensuring that all relevant costs
are included and irrelevant costs have been excluded. The cost of production data is
then reconciled, through relevant account ledgers, to the cost of goods sold figure
reported in the audited income statement. Additionally, selling, general and
administration (SG&A) expenses are reconciled to income statements, with particular
attention given to specific expenses that were excluded or should be excluded.

The verification team verified the completeness and relevance of the cost to make
and sell (CTMS) information provided in the application by reconciling it to audited
financial statements in accordance with ADN No. 2016/30.

The verification team verified the relevance and completeness of the cost data as
follows:

e The total cost of goods sold (COGS) for Bisalloy was reconciled upwards to
Bisalloy Steel Group Limited’s audited financial statements for the
investigation period.

e The total COGS was reconciled to the cost of production (COP) through the
relevant management accounts.

e Bisalloy demonstrated how costs had been allocated to the A6.1 and A6.2
cost listings, and the verification team verified these allocations.

e The verification team confirmed the total production volumes to source data.

The verification team verified the relevance and completeness of the SG&A data as
follows:

e The total cost of each SG&A cost item was reconciled to the profit and loss
(P&L) statement and the audited financial statements through the relevant
cost centres.

e The verification team reviewed the relevant ledger account to ensure that all
relevant expenses had been included.

e The verification team ensured that no export expenses had been included in
the domestic SG&A.

The verification team identified the issue outlined below during this process. Details
of this verification process are contained in the verification work program and its
relevant attachments, at Confidential Attachment 1.
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6.1 Exceptions during verification of completeness and relevance

of CTMS data

No.

Exception

Resolution

1

The verification team identified that
the manufacturing costs in the A6
cost listing were based on COGS
and not actual cost of production
(which is the commission’s preferred
methodology).

Bisalloy provided a revised cost
listing. The verification team verified
the COGS and COP data and
reconciled both cost listings. The
revised cost listing was utilised for
the injury assessment.

Table 4 - Exceptions during verification of completeness and relevance of CTMS data

6.2 CTMS completeness and relevance finding

The verification team is satisfied that the CTMS data provided in Bisalloy’s
application, including any required amendments as outlined in the exception table
above, is complete and relevant.
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7 VERIFICATION OF CTMS ACCURACY

7.1 Cost allocation method

The verification team verified the reasonableness of the method used to allocate the
cost information, in accordance with ADN No. 2016/30.

The verification team did not identify any issues during this process. Details of this
verification process are contained in the verification work program and its relevant
attachments, at Confidential Attachment 1.

The table below outlines the allocation method applied to each cost item.

Cost item Method applied

Raw Materials Raw material costs are allocated to the like goods
based on production quantity.

Scrap Allocation Scrap income is offset directly to CTM.

Manufacturing Overheads | The costs of fixed and variable overheads are
allocated to the like goods based on production

guantity.

Labour Labour costs are allocated to the like goods based on
production quantity.

Depreciation Depreciation expenses are allocated to the like goods
based on production quantity.

Freight Freight costs are allocated to the like goods based on

sales quantity.

Table 5 - Cost calculation method

7.2 Verification of accuracy of CTMS data

The accuracy of data is verified by reconciling selected data 'downwards’ to source
documents. This part of verification involves the process of agreeing the volume,
value and other key information fields within the cost data down to source
documents. This verifies the accuracy of the data.

The verification team verified the accuracy of the CTMS information by reconciling it
to source documents in accordance with ADN No. 2016/30.

The verification team did not identify any issues during this process. Details of this
verification process are contained in the verification work program and its relevant
attachments, at Confidential Attachment 1.

7.3 Related party supplier

Bisalloy imports some quantities of greenfeed steel plate, via an unrelated trader,
from a related manufacturer. The verification team compared the costs and terms of
these purchases to Bisalloy’s purchases of similar goods from unrelated suppliers
and found that the costs and terms were comparable. The verification team is
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therefore satisfied that the transactions with the related supplier were at arm’s
length.

7.4 CTMS verification finding

The verification team is satisfied that the CTMS data provided in the application by
Bisalloy is complete, relevant and accurate.

Accordingly, the verification team considers Bisalloy’s CTMS data suitable for
analysing the economic performance of its Q&T steel plate operations from 1
January 2017 to 31 December 2020.
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8 ECONOMIC CONDITION

8.1 Applicant’s injury claims

In its application for a dumping investigation, the applicant claimed that the
Australian industry has experienced injury in the form of:

e reduced sales volume

reduced market share

price suppression

loss of profit

reduced profitability

reduced capacity utilisation
reduced attractiveness to invest
increased inventories.

Bisalloy claims that material injury as a result of imports of Q&T steel plate exported
to Australia from the USA commenced in 2020, however this injury has replaced the
injury that was experienced from imports of Q&T steel plate from Finland, Japan and
Sweden.

8.2 Approach to injury analysis

The analysis detailed in this chapter is based on verified financial information
submitted by Bisalloy and data from the ABF import database.

The verification team has assessed the economic condition of the Australian industry
from 1 January 2017 using the information provided by the applicant. The figures
presented have been compiled on an annual basis for years ending 31 December.
This preliminary assessment is at Confidential Appendix 1.

8.3 Volume effects
8.3.1 Production volume

Bisalloy claimed in its application that it has experienced a reduction in production
volumes destined for the domestic market.

Figure 3 depicts Bisalloy’s production volumes for the domestic market since 1
January 2017.
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Production for the domestic market (MT)

2017 2018 2019 2020
Figure 3 - Production for the domestic market (2017 to 2020)

Figure 3 indicates that Bisalloy increased production for the domestic market until
2019, followed by a marginal reduction in 2020.

The commission further examined Bisalloy’s production volumes for the domestic
market during the investigation period as shown in Figure 4 below.

Production for the domestic market (MT)

Q1 Q2 Q3 Q4

Figure 4 - Production for the domestic market (investigation period)

Figure 4 indicates that Bisalloy has experienced a reduction in production for the
domestic market in each quarter of the investigation period.
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Based on this analysis, the verification team considers that Bisalloy has experienced
injury in the form of reduced production volumes during the investigation period.

8.3.2 Sales volume

Bisalloy claimed in its application that it has experienced flat domestic sales volume
and an inability to secure increased sales in an expanding market.

Figure 5 depicts Bisalloy’s domestic sales volumes since 1 January 2017.

Domestic sales volume (MT)

2017 2018 2019 2020

B Own production M Imports

Figure 5 - Sales volume (2017 to 2020)

Figure 5 shows that Bisalloy experienced strong growth in its domestic sales
volumes in 2018, after which time the rate of increase has slowed. There was a
marginal increase in sales volumes in 2020.

The commission further examined Bisalloy’s sales volumes over the investigation
period as shown in figure 6 below.
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Sales volume (MT)

Q1 Q2 Q3 Q4

B Own production M Imports

Figure 6 - Sales volume (investigation period)

Figure 6 shows that Bisalloy’s sales volume peaked in the first quarter of the
investigation period, and subsequently declined.

Based on this analysis, the verification team considers that while Bisalloy has not
experienced a reduction in sales volume across the injury analysis period, it has
experienced injury in the form of loss of sales volume during the investigation period.

8.3.3 Market share

Bisalloy claimed in its application that it has experienced reduced market share.

Figure 7 depicts the commission’s assessment of the market share held by Bisalloy
and other key participants in the Australian market since 1 January 2017.
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Market share (%)

2017 2018 2019 2020
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Figure 7 - Market share (2017 to 2020)

Figure 7 indicates that Bisalloy experienced increasing market share during the
period 2017 to 2019, however those gains were eroded during the investigation
period. In total, Bisalloy’s market share reduced by 7% during the investigation
period. The investigation period saw increasing market share for exports from the
USA, China and Belgium, while exports from Sweden reduced significantly.

Based on this analysis, the verification team considers that Bisalloy has experienced
injury in the form of reduced market share during the investigation period.

8.4 Price effects

Price depression occurs when a company, for some reason, lowers its prices. Price
suppression occurs when price increases, which otherwise would have occurred,
have been prevented. An indicator of price suppression may be the margin between
prices and costs.

Bisalloy claimed in its application that the decline in its production and sales volume
has resulted in an increased in its CTMS, causing price suppression.

Figure 8 below shows the trends in Bisalloy’s weighted average per unit selling price
and weighted average per unit CTMS across all MCCs.
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Unit selling price & CTMS (AUD/MT)
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Figure 8 - Unit selling price and CTMS (2017 to 2020)

Figure 8 indicates that:

e unit selling prices and unit CTMS both trended upward from 2017 to 2019
e unit selling prices continued to rise in 2020 while unit CTMS stabilised.

The commission further examined Bisalloy’s unit selling prices and unit CTMS during
the investigation period as shown below:

Unit selling price & CTMS (AUD/MT)

Ql Q2 Q3 Q4

e it CTMS === Unit selling price

Figure 9 - Unit selling price and CTMS (investigation period)
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Figure 9 indicates that the gap between unit selling prices and CTMS narrowed in
the second quarter of the investigation period after which unit selling prices
increased at a greater rate than unit CTMS. At the conclusion of the investigation
period the margin between unit selling prices and unit CTMS was smaller than at the
outset of the investigation period.

Based on this analysis, the verification team considers that Bisalloy has experienced
injury in the form of price suppression during the investigation period.

8.5 Profit and profitability

Bisalloy claimed in its application that reduced sales volume and increased CTMS
have resulted in reduced profit and profitability, particularly evident in the period July
to December 2020 (the last half of the investigation period).

Figure 10 below charts Bisalloy’s total profit and profitability in relation to its domestic
sales of like goods across the injury analysis period.

Profit and Profitability

2017 2018 2019 2020

. Profit Profitability

Figure 10 - Profit and profitability (2017 to 2020)

Figure 10 indicates that Bisalloy was profitable in 2017 after which time profit and
profitability declined through to 2019. Bisalloy experienced improved profit and
profitability in 2020.

The commission further examined Bisalloy’s profit and profitability during the
investigation period as shown below in figure 11.
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Profit and Profitability
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Figure 11 - Profit and profitability (investigation period)

Figure 11 indicates that Bisalloy’s profit and profitability peaked in the first quarter of
the investigation period. Profit and profitability subsequently fell, however has
stabilised in the third and fourth quarters.

Based on this analysis, the verification team considers that while Bisalloy has not
experienced reduced profit and profitability across the injury period, it has
experienced a reduction in profit and profitability during the investigation period. This
reduction in profit and profitability coincides with falling sales volumes during the
investigation period and a narrowing margin between unit selling prices and unit
CTMS.

8.6 Other economic factors

Bisalloy claimed in its application that it has also suffered injury in respect of the
following economic factors:

e reduced capacity utilisation
e reduced attractiveness to invest and
e increased inventories.

The verification team also verified and assessed the financial information submitted
by Bisalloy in respect of the following additional economic factors:

assets

capital investment
revenue

return on sales and
employment.
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8.6.1 Capacity utilisation

Bisalloy claimed in its application that it has experienced a reduction in capacity
utilisation.

Figure 12 depicts Bisalloy’s capacity utilisation across the injury period.

Capacity utilisation

2017 2018 2019 2020

Figure 12 - Capacity utilisation (2017 to 2020)

Figure 12 indicates that Bisalloy’s capacity utilisation peaked in 2018 and has
subsequently fallen each year thereafter.

The verification team notes that Bisalloy’s capacity utilisation calculation relies on its
total production which incorporates production destined for both the domestic and
exports markets.

The commission will further investigate this claim as part of the investigation.
8.6.2 Attractiveness to invest

Bisalloy claimed in its application that the deterioration in production and sales
volumes impact future investment intentions, representing red-flags as to whether
future capital improvements are economically viable.

The commission will further investigate this claim as part of the investigation.
8.6.3 Increased inventories

Bisalloy claimed in its application that its inventories are at inflated levels and is
therefore experiencing additional costs associated with holding higher stock levels as
sales decline.
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Figure 13 depicts Bisalloy’s closing inventories across the injury period.

Closing inventories

/

2017 2018 2019 2020

Figure 13 - Closing inventories (2017 to 2020)

Figure 13 indicates that Bisalloy has experienced an increase in closing inventories
as claimed.

8.6.4 Assets

Figure 13 depicts the value of Bisalloy’s assets used in the production of like goods.

Assets

-

2017 2018 2019 2020

Figure 14 — Assets (2017 to 2020)

Figure 14 indicates that Bisalloy experienced a reduction in the value of assets
employed in the production of like goods during the investigation period.
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The verification team reviewed the balance sheets as at 31 December 2019 and
2020 respectively and found that non-current assets increased significantly in 2020
due to written-up land value. However the non-current assets including cash also
decreased and contributed to the total reduction in 2020.

8.6.5 Capital investment

Figure 15 depicts Bisalloy’s capital investment across the injury period.

Capital investment

/

2017 2018 2019 2020

Figure 15 - Capital investment (2017 to 2020)

Figure 15 indicates that Bisalloy has increased its capital investment across the
injury period.

The verification team reviewed the balance sheets as at 31 December 2019 and
2020 respectively and found that the data provided by Bisalloy in relation to capital
investment was based on the total of Property, Plant & Equipment (PP&E) which
includes land values. As noted in section 8.6.4 the company revalued its land
significantly which resulted in a significant increase in the PP&E balance in 2020.

The verification team recalculated the PP&E balances excluding land to provide a
clear representation of Bisalloy’s capital investment during the injury assessment
period. This is in Figure 16 below.
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Capital investment - PPE not including land

2017 2018 2019 2020

Figure 16 - Capital investment - PP&E excluding land

Figure 16 demonstrates that Bisalloy’s capital investment levels remained consistent
across the injury assessment period.
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8.6.6 Revenue

Figure 17 depicts Bisalloy’s revenue from the domestic sales of like goods across
the injury period.

Revenue

2017 2018 2019 2020

Figure 17 — Revenue (2017 to 2020)

Figure 17 indicates that Bisalloy has experienced growing revenue on its domestic
sales of like goods during the injury period.

8.6.7 Return on sales

Figure 18 depicts Bisalloy’s return on sales across the injury period.

Return on sales

o /

2017 2018 2019 2020

Figure 18 - Return on sales (2017 to 2020)
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Figure 18 indicates that Bisalloy has experienced improving return on sales since
2018.

8.6.8 Employment

Figure 19 depicts Bisalloy’s employment data across the injury period.

Number of employees

—

2017 2018 2019 2020

Figure 19 - Number of employees (2017 to 2020)

Figure 19 indicates that Bisalloy’s number of employees increased in 2018 and has
remained on similar levels since.

8.7 Conclusion

Based on an analysis of the information contained in the application and obtained
and verified during the verification visit, the verification team considers that across
the injury analysis period Bisalloy had generally experienced an improvement in its
economic condition. The verification team is, however, satisfied that during the
course of the investigation period Bisalloy has experienced injury in the form of:

loss of sales volume
reduced market share
price suppression

loss of profit

reduced profitability
increased inventories and
reduced assets.
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9 CAUSAL LINK CLAIMS

9.1 Background and approach to analysis

Under section 269TG, one of the matters that the Minister must be satisfied of in
order to publish a dumping duty notice is that material injury to an Australian industry
producing like goods has been or is being caused or is threatened.

Accordingly, the verification team discussed with Bisalloy whether the alleged
dumping of imported Q&T steel plate can be demonstrated to be causing material
injury to the Australian industry, and collected evidence to support those claims.

This evidence will be considered further during the course of the investigation.
The verification team also examined factors other than dumping to consider whether

these may be causing injury.

9.2 Volume effects

In its application, Bisalloy claimed that it has experienced a reduction in sales
volumes, particularly in the second half of the investigation period. Bisalloy claimed
that this reduction has coincided with the increasing volume of imports from the USA.

As detailed in Figure 6, the verification team confirmed that Bisalloy had experienced
the claimed reduction in sales volumes during the investigation period.

To demonstrate its claimed inability to secure additional sales in a growing market,
Bisalloy further referenced 2 specific customers that have historically sourced
significant volumes from Bisalloy. The verification team verified the quarterly sales
volumes to these customers. The trend in sales volumes is demonstrated in the
following figures.

Sales volume - Customer 1

Q1 Q2 Q3 Q4

Figure 20 - Sales volume - Customer 1 (investigation period)
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Sales volume - Customer 2

Q1 Q2 Q3 Q4

Figure 21 - Sales volume - customer 2 (investigation period)

Figures 20 and 21 indicate that Bisalloy has experienced reducing sales volumes in
respect of each customer, as claimed.

Bisalloy also references in its application the Ministerial Direction on Material Injury,
which states that “it is possible to find material injury where an industry suffers a loss
of market share in a growing market without a decline in profits”.

As detailed in section 8.3.3, the verification team considers that during the
investigation period Bisalloy has experienced a reduction in market share of
approximately 7% in a market that has expanded by approximately 20%, without a
decline in profits, and therefore, in accordance with the Ministerial Direction may
have experienced material injury.

These claims will be assessed further during the course of the investigation.

9.3 Price effects

As detailed in section 8.4, the verification team found that Bisalloy had experienced
injury in the form of price suppression during the investigation period.

Bisalloy provided multiple examples in its application of pricing pressure it claims it
has experienced due to the lower priced imports from the USA.

The verification team examined the examples provided and the documents supplied
by Bisalloy in its application. The evidence indicates that Bisalloy competes with
imports from the USA in relation to common MCCs and customers.
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The nature of the price competition between Bisalloy and imports from the USA (and
other countries where relevant information is available) will be examined during the
course of the investigation.

9.4 Profit and profitability

As detailed in section 8.5, the verification team observed that there is evidence to
support Bisalloy’s claims that, while its profit and profitability have improved in the
investigation period relative to the preceding years, it has nonetheless experienced
deteriorating profit and profitability during the course of the investigation period.

The verification team notes that Bisalloy has experienced quarter on quarter
increases in CTMS during the investigation period, and while it has increased its
selling prices, the margin between selling prices and CTMS has narrowed.

The verification team considers that the price suppression experienced by Bisalloy
(as observed in Figure 9), in conjunction with reduced sales volumes (as observed in
Figure 6) has resulted in the reduced profits and profitability observed during the
investigation period.

These claims will be assessed further during the course of the investigation.

9.5 Injury caused by factors other than dumping

Bisalloy stated in its application that, other than dumped imports from the USA, the
only other factor influencing the market was the COVID-19 pandemic. Bisalloy noted
however that in its view the market overall remained largely unaffected. The
verification team notes the strong growth in the size of the Australian market during
2020, however is conscious of the possible impact of shipping constraints which may
have affected supply to the market, particularly from overseas destinations. These
issues with be considered during the investigation.

The verification team also notes, as detailed in section 8.3.3 above, that imports of
QA&T steel plate from China have captured an increasing share of the Australian
market throughout the injury analysis period. The impact of imports from other
countries on the economic condition of the Australian industry will be considered
during the investigation.
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10 ATTACHMENTS

Confidential Attachment 1 Verification work program

Confidential Appendix 1 Economic condition of industry
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