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Public File
Dear Sir/Madam

Re: Investigation No. 608 — Review of anti-dumping measures on grinding balls exported to
Australia from the People’s Republic of China

l. Executive Summary

In its application for the review of variable factors applicable to exporters the subject of measures on
grinding balls exported to Australia from the People’s Republic of China (“China”), Molycop addressed
the matter of an appropriate benchmark to be used to remove the distortions of the Government of
China (“GOC”) that impacted the domestic selling prices for grinding balls sold domestically in China.

Molycop seeks to make this further submission in respect of the recommended benchmark to be used
in this review Investigation No. 608 (“Invest 608”).

The circumstances that were evident in 2016 including the availability of information on raw material
steel input prices for grinding balls external to China have changed over the intervening period and
are no longer limited (or absent) as was the situation in 2016. Additionally, the selected steel billet is
not a grade that is in the production chain for grinding media (i.e. grinding balls). Molycop has access
to raw material steel input prices that can provide a more appropriate and relevant benchmark (i.e.
grinding bar prices) that is an intermediate raw material in the production chain to grinding balls than
the originally selected steel billet prices.

The change in circumstances involving access by the current applicant industry that has followed from
the original Investigation No. 316 permits information concerning grinding bar prices to be made
available to the Anti-Dumping Commission (“the Commission”).

This change in circumstance facilitates the availability of more relevant and pertinent information in
addressing the particular market situation that is acknowledged that exists for grinding balls sold on
the domestic market in China.

Molycop welcomes the Commission’s assessment of these relevant considerations and new
information on raw material grinding bar prices to more accurately address the distortions of the
Government of China’s (“GOC’s”) influence on domestic grinding bar selling prices in China.



MOLYCOF

1. Benchmark in Investigation No. 316

In the original Investigation No. 316 (“Invest 316”) the Commissioner determined that a particular
market situation existed for grinding balls sold in China. In the assessment the Commissioner elected
to utilise a benchmark based upon a published Latin America steel billet export price ex Brazil.
Molycop has indicated that the selected benchmark:

(a) is not of a grade in the grinding media production chain (and therefore cannot be
considered a precursor or raw material for the production of grinding balls);

(b) represents a Latin American export price for steel billet from a single Brazillian port only
and cannot be considered to be representative; and

(c) a significant majority of export sales are sold into Chinese-influenced steel
markets (hence the Latin American export prices are influenced by GOC policies).

Molycop has maintained (see submission at EPR Document No. 004) that the selected benchmark is
incorrect as it reflects an input cost for steel billet (not of the correct quality grade) that is a raw
material in the production chain that precedes grinding bar — the product from which grinding balls are
manufactured. Fewer adjustments are therefore required to the constructed normal value that
includes grinding bar - the preferred and appropriate benchmark.

The benchmark selected by the Commission was initially notified in Statement of Essential Facts No.
316 ("SEF 316”). The Australian industry at that time — comprising two Australian manufacturers
namely Molycop and Donhad Pty Ltd — opposed the selection of the benchmark as it was based upon
export prices — notable for being determined on a marginal cost recovery basis.

The Commission’s recommendation that the benchmark be based upon the Latin American steel billet
export prices that were evident during the investigation period was recommended to the then Minister
for Industry, Science and Technology (“the then Minister”) in Report 316. The then Minister accepted
the Commissioner’'s recommendation thereby endorsing the methodology for subsequent
Investigation No. 520 (“Invest 520”) involving the review of variable factors, followed by continuation
of measures Investigation No. 569 (“Invest 569”).

The Commission has maintained its preference for using the Latin America export steel billet prices in
subsequent review of variable factors Investigation No. 520 (“Invest 520”) and continuation of
measures Investigation No. 569 (Invest 5697).

1. Change in circumstances following Investigation No. 316

As identified above, the Australian industry that originally requested the imposition of anti-dumping
and countervailing measures on grinding balls exported from China comprised two Australian
producers — Molycop and Donhad Pty Ltd (“Donhad”).

In March 2018, Molycop received approval from the Australian Competition and Consumer
Commission (“ACCC”) to acquire Donhad. The acquisition of Donhad by Molycop was sought to
secure a rationalisation of local manufacturing assets and sales support systems.

The rationalisation of the Australian industry to a single producer that is also a global producer of
grinding balls enabled Molycop to obtain information on grinding bar prices from its global affiliates for
the purposes of benchmarking domestic grinding bar prices. Molycop was able to access domestic
grinding bar prices from [commercially sensitive - source of information]. This relevant independent
pricing information was first referenced by Molycop in Invest 520 and was not available to Molycop
during the original investigation in 2016.
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The use of an export steel billet price benchmark understates the influence of the GOC on the
constructed selling price for grinding balls for normal value purposes. The Australian industry is
hampered using the export steel billet benchmark as it does not correct the distortions of the GOC on
Chinese domestic prices for grinding balls.

The availability of independent selling prices for grinding bar for use as a suitable benchmark
represents a change in circumstance that was not available to the Commission in its Invest 316.

V. Continuation of measures Investigation No. 569

In Invest 569, Molycop further raised its concerns about the use of the Latin America steel billet export
price as the benchmark to be used by the Commission to remove the GOC distortions in a subsection
269TAC(2)(c) constructed normal value for Chinese grinding ball manufacturers. In support of its
endeavours to demonstrate and inform the Commission that grinding bar prices are closer in the
production chain to grinding balls than steel billet, Molycop obtained grinding bar selling prices
[commercially sensitive - source of information]. In commenting on the information provided, the
Commission stated (in Report 569)":

“The Commission has assessed Molycop’s submission about the grinding bar benchmark and
makes the following observations:

The Commission has not been able to verify the accuracy of Molycop’s claim that ‘grinding
bar used in the manufacture of grinding balls must be manufactured from SBQ rather than
MBQ steel. The Commission notes that there are multiple submissions countering this claim
from interested parties.

The information about grinding bar purchases by Molycop’s affiliated companies that has
been provided to the Commission cannot be verified to establish whether the purchases were
in arms length transactions. Those entities are not parties to this investigation, and the
circumstances of their purchases would be relevant to their particular market circumstances
and the conditions of competition in those markets. There is insufficient evidence to assess
the applicability of those purchases to the market in China (which is the ultimate purpose of a
benchmark in this inquiry), whether reasonable adjustments ought to be made and what the
nature of those adjustments would be.”

It is not clear to Molycop what steps the Commission pursued to verify that grinding balls are
manufactured from SBQ rather than MBQ (and whether independent advice was obtained). It is not
sufficient to simply confirm this with the Chinese exporters — Molycop should equally have been
consulted (and was not during Investigation No. 569). The Commission’s statement querying the
arms-length nature of Molycop’s [commercially sensitive - source of information].was also not tested
by the Commission (as Molycop was not requested to assist the Commission in validating the arms-
length nature of sales).

The opposition of the cooperative Chinese export prices to changing the benchmark is not surprising
as a steel billet benchmark understates the GOC'’s influence on the constructed selling price for
grinding balls, and a change to a grinding bar benchmark price would influence the normal value
determination and subsequent dumping margin calculation to a less favourable outcome for the
exporters. The Commission’s concerns about the arms-length nature of the [commercially sensitive -
source of information] can be readily substantiated (via inquiries with Molycop) as can information
about appropriate adjustments to make to a new benchmark price to ensure it is suitable in a Chinese
exporter’s constructed normal value.

" Report No. 569 at P 37-38.
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These concerns raised by the Commission do not address the issue with the selected export steel
billet benchmark — that it represents a marginally-costed export price for a steel input that precedes
the more relevant and appropriate grinding bar selling price that is the produced immediately prior to
grinding balls in the production chain.

V. Recommendation

The Commissioner’s determination of a particular market situation for grinding balls sold on the
domestic market in China is not in contention. The selected benchmark that utilises published Latin
American export steel billet prices that is of a quality that cannot be used in the manufacture of
grinding media is incorrect and is a significant flaw in the Commission’s methodology.

The Commission has stated in Report 569 that it could not verify Molycop’s assertions about the
grade of steel billet — however, the Commission did not contact Molycop to seek to validate this claim
nor did it seek independent advice to examine the matter further. Additionally, the Commission did
not seek to validate whether the selling price information from [commercially sensitive - source of
information] were at arms-length — Molycop could have facilitated this validation.

A more reliable and closely aligned input of the required quality and grade steel necessary for
grinding balls can be achieved by using grinding bar prices in the benchmark methodology.

The determination of a benchmark price for grinding balls that is based upon grinding bar prices from
independent suppliers across a broad spectrum of countries is a more suitable and relevant
benchmark.

Molycop’s ability to access grinding bar prices from its affiliates assists the Commission with its
intended objective of establishing a constructing a selling price for grinding balls sold in China using a
reliable and more relevant benchmark.

Molycop looks forward to assisting the Commission with its inquiries in this review of variable factors
investigation. Molycop urges the Commission to visit Molycop’s production facility at Waratah, NSW to
assist with the Commission’s assessment of a relevant benchmark in this investigation.

If you have any questions concerning this submission, please do not hesitate to contact me on (02)
4974 0414 or Molycop’s representative Mr John O’Connor on (07) 3342 1921.

Yours sincerely

Keith Ritchie
General Manager Operations
Molycop Australia



