Application for review of a

Ministerial decision

Customs Act 1901 s 269Z7E

This is the approved? form for applications made to the Anti-Dumping Review Panel (ADRP) on or
after 2 March 2016 for a review of a reviewable decision of the Minister (or his or her Parliamentary

Secretary).

Any interested party? may lodge an application for review to the ADRP of a review of a ministerial
decision.

All sections of the application form must be completed unless otherwise expressly stated in this
form.

Time
Applications must be made within 30 days after public notice of the reviewable decision is first
published.

Conferences
You or your representative may be asked to attend a conference with the Panel Member appointed
to consider your application before the Panel gives public notice of its intention to conduct a review.

Failure to attend this conference without reasonable excuse may lead to your application being

rejected. The Panel may also call a conference after public notice of an intention to conduct a review
is given on the ADRP website. Conferences are held between 10.00am and 4.00pm (AEST) on
Tuesdays or Thursdays. You will be given five (5) business days’ notice of the conference date and
time. See the ADRP website for more information.

1 By the Acting Senior Member of the Anti-Dumping Review Panel under section 269ZY Customs Act 1901.
2 As defined in section 269ZX Customs Act 1901.
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Further application information

You or your representative may be asked by the Panel Member to provide further information to the
Panel Member in relation to your answers provided to questions 10, 11 and/or 12 of this application
form (s269ZZG(1)). See the ADRP website for more information.

Withdrawal
You may withdraw your application at any time, by following the withdrawal process set out on the
ADRP website.

If you have any questions about what is required in an application refer to the ADRP website. You
can also call the ADRP Secretariat on (02) 6276 1781 or email adrp@industry.gov.au.

Page 2 of 21



PART A: APPLICANT INFORMATION
1. Applicant’s details
Applicant’s name: Power Steel Co., Ltd
Address: No.54, Ta Yeh South Road, Hsiao Kang Dist., Kaohsiung, Taiwan
Type of entity (trade union, corporation, government etc.): Corporation
2. Contact person for applicant
Full name: Mr. Shou-Ming Kuo
Position: General Manager
Email address: kuoshouming@gmail.com
Telephone number: +886-7-8711666
3. Set out the basis on which the applicant considers it is an interested party
Power Steel (“Power Steel”) is a producer and exporter of steel reinforcing bars from Taiwan.
4. Is the applicant represented?
Yes

If the application is being submitted by someone other than the applicant, please complete the
attached representative’s authority section at the end of this form.

*It is the applicant’s responsibility to notify the ADRP Secretariat if the nominated representative
changes or if the applicant become self-represented during a review.*
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PART B: REVIEWABLE DECISION TO WHICH THIS APPLICATION RELATES

5. Indicate the section(s) of the Customs Act 1901 the reviewable decision was made under:

XIsubsection 269TG(1) or (2) — decision

of the Minister to publish a dumping [JSubsection 269TL(1) — decision of the Minister

duty notice . .
¥ not to publish duty notice

[Jsubsection 269TH(1) or (2) — decision
of the Minister to publish a third
country dumping duty notice

[Jsubsection 269ZDB(1) — decision of the Minister

following a review of anti-dumping measures

[JSubsection 269ZDBH(1) — decision of the

[subsection 269TJ(1) or (2) — decision L . o . .
Minister following an anti-circumvention enquiry

of the Minister to publish a
countervailing duty notice [Subsection 269ZHG(1) — decision of the

. . Minister in relation to the continuation of anti-
[Jsubsection 269TK(1) or (2) decision

of the Minister to publish a third
country countervailing duty notice

dumping measures

6. Provide a full description of the goods which were the subject of the reviewable decision

Hot-rolled deformed steel reinforcing bar whether or not in coil form, commonly identified
as rebar or debar, in various diameters up to and including 50 millimetres, containing

indentations, ribs, grooves or other deformations produced during the rolling process.

The goods include all steel reinforcing bar meeting the above description of the goods

regardless of the particular grade or alloy content or coating.
Goods excluded are plain round bar, stainless steel and reinforcing mesh.

7. Provide the tariff classifications/statistical codes of the imported goods

e 7213.10.00 (statistical code 42)
e 7214.20.00 (statistical code 47)
e 7227.90.10 (statistical code 69)
o 7227.90.90 (statistical code 01, 02 and 04)
o 7227.90.90 (statistical code 42)
o 7228.30.10 (statistical code 70)
e 7228.30.90 (statistical code 40)
e 7228.60.10 (statistical code 72)

8. Provide the Anti-Dumping Notice (ADN) number of the reviewable decision
If your application relates to only part of a decision made in an ADN, this must be made clear
in Part C of this form.

Anti-Dumping Notice 2018/10 is attached at Attachment A.
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9. Provide the date the notice of the reviewable decision was published

The attached ADN 2018/10 was published on 7 March 2018.

*Attach a copy of the notice of the reviewable decision (as published on the Anti-Dumping
Commission’s website) to the application*
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PART C: GROUNDS FOR THE APPLICATION

If this application contains confidential or commercially sensitive information, the applicant must
provide a non-confidential version of the grounds that contains sufficient detail to give other
interested parties a clear and reasonable understanding of the information being put forward.

Confidential or commercially sensitive information must be marked ‘CONFIDENTIAL’ (bold, capitals,
red font) at the top of each page. Non-confidential versions should be marked ‘NON-CONFIDENTIAL’
(bold, capitals, black font) at the top of each page.

For lengthy submissions, responses to this part may be provided in a separate document attached to

the application. Please check this box if you have done so: ]

10. Set out the grounds on which the applicant believes that the reviewable decision is not the
correct or preferable decision.

Please refer to Attachment B.

11. Identify what, in the applicant’s opinion, the correct or preferable decision (or decisions)
ought to be, resulting from the grounds raised in response to question 10.

Please refer to Attachment B.

12. Set out the reasons why the proposed decision provided in response to question 11 is
materially different from the reviewable decision.

Do not answer question 12 if this application is in relation to a reviewable decision made
under subsection 269TL(1) of the Customs Act 1901.

Please refer to Attachment B.
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PART D: DECLARATION
The applicant/the applicant’s authorised representative [delete inapplicable] declares that:

- The applicant understands that the Panel may hold conferences in relation to this
application, either before or during the conduct of a review. The applicant understands that
if the Panel decides to hold a conference before it gives public notice of its intention to
conduct a review, and the applicant (or the applicant’s representative) does not attend the
conference without reasonable excuse, this application may be rejected;

- The information and documents provided in this application are true and correct. The
applicant understands that providing false or misleading information or documents to the
ADRP is an offence under the Customs Act 1901 and Criminal Code Act 1995.

Signature:

Name: JOHN BRACIC

Position: DIRECTOR

Organisation: J.BRACIC & ASSOCIATES PTY LTD

Date: 5™ April 2018
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PART E: AUTHORISED REPRESENTATIVE

This section must only be completed if you answered yes to question 4.
Provide details of the applicant’s authorised representative

Full name of representative: Mr John Bracic

Organisation: J.Bracic & Associates Pty Ltd

Address: PO Box 6203, Manuka, ACT 2603

Email address: john@jbracic.com.au

Telephone number: +61-0499056729

Representative’s authority to act

*A separate letter of authority may be attached in lieu of the applicant signing this section*

The person named above is authorised to act as the applicant’s representative in relation to this
application and any review that may be conducted as a result of this application.

Signature:
Name: Mr. Shou-Ming Kuo

Position: General Manager
Organisation: Power Steel Co., Ltd

Date: 5/04/2018
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ATTACHMENT B PUBLIC VERSION

PO Box 3026

W J.BRACIC & ASSOCIATES Manuka, ACT 2603
: Mobile: +61 499 056 729

Email: john@jbracic.com.au

TRADE REMEDY ADVISORS

Web: www.jbracic.com.au

5 April 2018

Anti-Dumping Review Panel

c/o Legal, Audit and Assurance Branch
Department of Industry and Science

10 Binara Street

Canberra City ACT 2601

Review of a decision by the Minister to impose anti-dumping duties
on steel reinforcing bars exported by Power Steel Co., Ltd from
Taiwan

1. REASONS FOR BELIEVING THAT THE REVIEWABLE
DECISION IS NOT THE CORRECT OR PREFERABLE DECISION.

Power Steel seeks a review of a following findings and conclusions which led to the decision
by the Assistant Minister:

¢ Finding 1: The Commission erred in determining normal values using domestic sales
which were not the most comparable like goods to the exported goods.

e TFinding 2: The Commission erred in determining normal values by excluding
domestic sales of like goods.

¢ Finding 3: The Commission erred by not making necessary adjustments to normal
values in accordance with subsection 269TAC(8) of the Act, to ensure proper
comparison between normal values and corresponding export prices.

Background

Power Steel is a re-rolling manufacturer of reinforcing bar in Taiwan. Its operations involve
procuring steel billet and rolling the billet to the required specifications and dimensions
requested by the customer. During the investigation period, Power Steel produced and sold
three types of reinforcing bar for the domestic and Australian export market. These three
product types were produced from two different types of steel billet. The diagram below
shows the production channels of the different types of steel billet inputs and finished goods
of reinforcing bar.
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ATTACHMENT B PUBLIC VERSION

[CONFIDENTIAL DIAGRAM REDACTED]

From the diagram above, it is observed that Power Steel purchases standard grade billet to
manufacture both reinforcing bar grades SD280 and 500N, with SD280 being sold
domestically and 500N being exported to Australia. Power Steel’s purchases of the high
grade micro-alloyed billet is used exclusively in the production of reinforcing bar grade
SD420, which is only sold domestically in Taiwan.

It is generally accepted and understood that high grade micro-alloyed billet is more
expensive than standard billet due to the addition of expensive and special alloys such as
ferrovanadium, ferroniobium or vandium. This has been confirmed by the Commission in
verifying Power Steel’s billet purchases which showed that micro-alloyed billet was
approximately 5% more expensive than standard billet.

Conversion of the high grade micro-alloyed billet to SD420 reinforcing bar _
. Meanwhile, conversion of the standard
billet to SD280 reinforcing bar undergoes an

The process of converting the standard grade billet to the export grade 500N reinforcing bar
requires a water treatment process, which involves water at high pressure being sprayed
onto the reinforcing bars which results in the outside of the bar being cooled instantly,
whilst the hot inside core of the bar then spreads outwards gradually resulting in the
required tensile and yield structure of the finished product.

The water used in conversion process of the exported goods is

. The associated equipment with the water treatment process is also an
immaterial cost due to the equipment . The calculated
additional cost of the water treatment process as submitted to the Commission represented
approximately -% of the average unit cost to make and sell over the investigation period.

Therefore, besides the initial difference in the purchase cost of billet used in production,
there is _ between the domestic and exported goods. Any
differences in the reported costs are due entirely to the purchase cost of billet which reflects
the addition of expensive and special alloys in the high grade micro-alloyed billet.

During its verification visit, Power Steel informed the Commission that the most comparable
domestic like product to the exported 500N reinforcing bars was SD280, with both products
being manufactured from identical standard billet. At the very least, domestic sales of SD280
are like goods to the exported goods and should be included in any calculation of normal
values.

The Commission’s preliminary findings in SEF 418 proposed to recommend that normal
values should be based exclusively on domestic sales of grade SD420 reinforcing bars, which
were manufactured from high grade micro-alloyed billet. In response, Power Steel argued
that given the obvious physical and cost differences in the raw material inputs used to
produce SD420 and 500N grades of reinforcing bar, it was at least necessary to make
adjustment for specification differences to account for the impact of the higher billet costs on
Power Steel’s selling prices for SD420.
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ATTACHMENT B PUBLIC VERSION

In its final determination of Power Steel’s normal values, the Commission concluded that
the domestic sales of grade SD420 reinforcing bars were most comparable to the export
grade 500N, even though they are produced from billet with different properties, different
grade and different cost structure. The Commission also concluded that whilst domestic
sales of grade SD280 reinforcing bar were like goods to the exported goods, they were
excluded from normal value calculations as the Commission considered it had sufficient
information relevant to domestic sales of SD420.

Finally, the Commission rejected the claim for a specification adjustment as it considered
that there was insufficient evidence “that a lower grade product would command a premium in the
Taiwanese market irrespective of its production costs’.

Finding 1: The Commission erred in determining normal values using domestic
sales which were not the most comparable like goods to the exported goods.

Power Steel contends that the Commission erred in finding that grade SD420 reinforcing
bars were the most comparable like products to the exported goods. It is accepted that
neither of the domestic grades are identical to the exported goods due to the differences
outlined in the table below. It shows that the domestic goods differ to the exported goods in
terms of yield ratios, elongation ratios, chemical composition and production method.

[CONFIDENTIAL TABLE REDACTED]
Table 1.

Notwithstanding the identified differences, Power Steel agrees that both types of domestic
goods have characteristics closely resembling those of the exported goods. However, given
that domestic grade SD280 reinforcing bar is manufactured using the identical grade of billet
as the exported grade 500N, Power Steel contends that the Commission should have based
the normal values solely on domestic sales of grade SD280 reinforcing bar.

The differences in characteristics resulting from the use of a different grade of billet, as is the
case between SD420 and 500N, are considered significant. This is supported by statements
made by the Australian manufacturer, OneSteel Manufacturing Pty Ltd (OneSteel) in its
application for the imposition of dumping duties®:

Manufacturing processes

Rebar that has attained the required yield strength through a chemical addition at the
steelmaking stage of a micro-alloy e.g. ferrovanadium or ferroniobium, will be more
expensive to produce (due to the special alloy addition) than rebar that has been exposed

to a thermo-mechanical (water quench) process in order to attain the strength required.
This may affect a fair price comparison and require adjustment. [emphasis added]

Further, OneSteel highlighted the impact of the production process and billet properties on
the finished goods in its submission to the previous dumping investigation into reinforcing
bar.

3 EPR 418, Record 001, page 84.
4 EPR 264, Record 043, page 9.
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ATTACHMENT B PUBLIC VERSION

Rebar production methods

Production Method Treatment Benefit / Downside
1 Micro-alloying Addition of small amounts of alloys  + Most expensive due to price of alloy
(vanadium or niobium typically) at + Delivers consistent outcome across
steelmaking stage. Strength range of rebar diameters

achieved chemically via changes to
steel microstructure.

2 Quench & Self-Temper During final stages of rolling, bar + Cost effective (no alloy addition)
(also called Tempcore or passes through water sprays which  + Requires good control of water spray
water-quench or thermo- rapid quench the outer surface system
mechanical treatment TMT) (makes it strong but brittle). The + Can deliver inconsistent results

core heat retained in the bar then especially on larger diameter rebar

radiates out towards the surface
during cooling which tempers the
bar making it ductile while retaining
strength

Therefore, Power Steel submits that the Commission erred by basing its normal value
determinations on domestic sales of SD420 reinforcing bar, when the most comparable like
product sold domestically was SD280 which was manufactured using the identical billet as
the exported goods.

Finding 2: The Commission erred in determining normal values by excluding
domestic sales of like goods.

Notwithstanding Power Steel’s contention that grade SD280 reinforcing bars sold
domestically were the most comparable like product to the exported goods, it was not
correct or preferable for such sales to be entirely excluded from the normal value
calculations as they clearly fall within the parameters of like goods. That is, whilst not
identical goods to the goods exported, as demonstrated at table 1 of this application, they
possess characteristics which closely resemble that of the exported goods and are relevant
for the purposes of determining normal value pursuant to subsection 269TAC(1) of the
Customs Act 1901 (the Act).

The differences between grade SD420 and the exported grade 500N are considered greater
than the observed differences between SD280 and the exported grade 500N. In particular,
the differences in the chemical composition between grade SD420 and the exported grade
500N are a direct result of the use of different grades of billet. The micro-alloyed billet
contains distinct alloys which “acts as a powerful strengthening agent when added to steel®,
thereby delivering the strength properties to the finished product and as highlighted by
OneSteel, also delivers a more consistent outcome across a range of reinforcing bar

diameters.

By contrast, domestic grade SD280 and export grade 500N are manufactured from the
identical standard grade billet that does not include the special and expensive alloys
inherent in the high grade micro-alloyed billet. As such, they do not possess the differences
in chemical composition that is observed in grade SD420 reinforcing bar.

5 OneSteel application to ADRP - 13 May 2016, page 6.
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ATTACHMENT B PUBLIC VERSION

It is clear then that the grade of the input billet has a considerable impact on the properties
of the finished goods, and as such, a key factor in determining whether domestic products
are like goods to the exported goods. In excluding domestic sales of SD280 reinforcing bar
from its normal value determinations, the Commission appears to have formed the view
that the grade of billet used in production and the consequential impact on chemical
composition differences is not substantive criteria for deciding which products fall within
the definition of like goods. The body of evidence gathered by the Commission from the

various interested parties does not support such a view.

Therefore, Power Steel disagrees with the Commission’s finding that grade SD280
reinforcing bar are not like goods or sufficiently like to be comparable with the exported
goods. Power Steel contends that given the identical grade of input billet used in the
manufacture of SD280 and 500N, and the lack of any differences in chemical composition as
a result, the Commission should have included domestic sales of grade SD280 made in the

ordinary course of trade, in its determination of normal value.

Finding 3: The Commission erred by not making necessary adjustments to
normal values in accordance with subsection 269TAC(8) of the Act, to ensure
proper comparison between normal values and corresponding export prices.
As outlined in the diagram presented earlier in this application and verified by the
Commission, Power Steel manufactures two domestic grades of reinforcing bars from two

different grades of billet:

i) standard grade SD280 billet, and
ii) high alloy grade SD420 billet (micro-alloyed with vanadium).

As noted earlier and verified by the Commission, the cost of standard grade billet SD280 is
substantially cheaper than the high grade micro-alloyed SD420 billet due to the inclusion of
the expensive alloys such as vanadium. As noted earlier, this is confirmed by OneSteel
which states in its application that micro-alloy billet “will be more expensive to produce (due to
the special alloy addition) than rebar that has been exposed to a thermo-mechanical (water quench)
process in order to attain the strength required. This may affect a fair price comparison and require

adjustment.’

Further, verification of Power Steel’s production costs showed that the cost of standard
grade billet used in the manufacture of the domestic grade SD280 and exported grade 500N,
was approximately I% lower than the cost of high grade micro-alloyed billet used in the
production of SD420 grade steel reinforcing bars. These raw material cost differences were
understood by the Commission’s verification team which stated in Power Steel’s verification

report:

As discussed in section 2.3 above, the verification team model matched the domestic sales
of 420 and 420W grade rebar to export sales of 500N grade rebar. The verification team
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ATTACHMENT B PUBLIC VERSION

considers that a specification adjustment may be required to ensure a fair comparison to
the export price. During verification of the exporter’s production costs, the verification
team gathered and verified the monthly purchase and consumption cost differences
stemming the different grade of billet used to manufacture the high alloy domestic 420
and 420W grade rebar and the 500N export grade rebar. For the purpose of this report,
the verification team did not make a specification adjustment and will refer the

determination of an appropriate specification adjustment to the Case Management Team.

Therefore, Power Steel agrees with the verification team’s view that a specification
adjustment is warranted to address the clear raw material cost differences which impact on

the respective selling prices.

It is also worth noting that OneSteel has on numerous occasions stated and agreed that
grounds for adjustment were warranted due to differences in the raw material billet grade.

For example, in the previous dumping investigation into reinforcing bar®, OneSteel stated:
It is OneSteel’s view that grounds for applying adjustments may include the following:

o A different method of production is employed for a given grade (G500N) of rebar
when produced for the domestic market compared to the export market. An
assessment of the different production methods for a given grade may show an
additional cost of production (e.g. an expensive alloy addition such as vanadium) for
one method which is not applicable to the other production method (for example
water-quench). This difference in production cost may be factored into the sales
prices of the goods. In this instance, an appropriate adjustment must be made to
ensure a fair comparison between export price and normal value. An example of the
differences in pricing for “V-added” versus “quench” rebar of the same strength is
available in the attached (Confidential Attachment 3).

Further, in its application for review to the Anti-Dumping Review Panel in the case of steel
reinforcing bar exported from China, OneSteel sought to challenge the Commission’s
decision for failing to make adjustment for differences in the characteristics of the billet used

in export and domestic reinforcing bar:

In its submission in response to the SEF dated 26 February 2016, the applicant for
review outlined the necessity for a physical upward adjustment to normal values as
required under subsection 269TAC(9) in order to account for the exporters’ practise of
adding expensive alloys (vanadium is most commonly used) via a process known as
"microalloying” to the steel billet used to produce rebar exported to Australia, but not
to steel billet used to produce rebar for sale in the Chinese domestic market. This is
largely driven by the Chinese VAT (value-added tax) rebate applicable to export of
alloyed goods.

6 EPR 264, Record 027, pages 3-4.
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The evidence before the Commissioner - as ascertained through verification visits,
exporter questionnaire responses ("EQR’s”) and presented by the applicant for review
to the Commission at the Exporter Briefing visit - provided compelling evidence that
microalloying of billet used in the production of rebar exported to Australia was a key
physical difference between the goods exported to Australia and the normal value of
goods ascertained in accordance with paragraph 269TAC(2)(c), and that the Minister
must under subsection 269TAC(9) make such adjustments, in determining the costs to
be determined under that paragraph, as are necessary to ensure that the normal value

so ascertained is properly comparable with the export price of those goods.

Power Steel agrees with OneSteel’s submitted view that where significant specification and
associated cost differences between micro-alloyed billet and standard grade billet are
identified, these differences will be factored into the selling prices of the finished goods and
as such would impact price comparability between domestic sales and corresponding export
sales. However, in that particular case, evidence gathered by the Commission refuted
OneSteel’s claims that billet specification and cost differences existed between the domestic
and exported goods:

The ADC submission to the Review Panel dated 15 July 201614 indicated that contrary
to OneSteel’s claims, certain Chinese manufacturers do manufacture rebar using the
water-quenching technique, and other exporters use cheaper alloys such as chromium in
the micro-alloying process. Furthermore, there are significant volumes of rebar exported
to Australia that are not micro-alloyed with vanadium, but manufactured using other
methods that would not affect price comparability between the domestic and export

markets. 7
On review, the ADRP found:

... no evidence that suggests a micro-alloying adjustment (vanadium) for costs
difference is required in relation to domestic and export prices and am satisfied that the
approach taken by the ADC is reasonable in the circumstances. For this reason, I do not
consider the decision of the Parliamentary Secretary was not the correct or preferable

one. 8

In its application for review of the Minister’s decision in steel reinforcing bar exported from
the Republic of Korea, Singapore, Spain and Taiwan?, OneSteel again to sought to challenge
the lack of adjustment for billet specification and associated cost differences which affected

price comparability between domestic and export prices.

7 ADRP Report No. 39 - 13 December 2016, page 9.
8 Ibid, page 10.
9 OneSteel Application to ADRP - 18 December 2015, page 11.
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Further, in its application and exporter briefing to the Commission, the applicant for
review provided the Commissioner with evidence of additional physical differences
between the like goods produced by the exporter, Wei Chih, and sold into the domestic
Taiwanese market, and the goods under consideration exported to Australia.
Specifically, that the exporter, Wei Chih, exported to Australia, rebar micro alloyed
with either niobium or vanadium, which adds to the cost of production (subject to alloy
pricing). On the other hand, the exporter produced like goods through the cheaper
production process of water-quenching the steel. Indeed, in the relevant exporter visit
verification report for Wei Chih, the Commission acknowledged the use of micro-
alloying:

"We noted from the inventory ledger that Wei Chih uses vanadium and niobium alloy”

In Report No. 264, the Commissioner failed or refused to make an upward adjustment
to the normal value for the physical differences between the goods under consideration

exported to Australia and the like goods sold into the Taiwanese domestic market.

However, in that particular circumstance involving the exporter Wei Chih, the Commission
had found grounds to constructed normal values which involved using the costs of
production of the exported goods. As noted by OneSteel, the costs of production of the
exported goods would have reflected the higher costs of the micro-alloyed billet and
therefore the Commission correctly found that no further specification adjustment was

warranted.
This was confirmed by the Commission in its response:

The Commission notes that normal values for Wei Chih were constructed using the cost
to make of the exported goods and an amount for SG&A and profit on the assumption
that the exported good was sold on the domestic market. Given that normal values were
constructed, adjustments for differing grades and production methods are not
necessary. 1°

Following consideration of the matter raised by OneSteel and taking into account the
Commission’s findings, the ADRP concluded™:

47. The explanation given by the ADC seems to me to be correct and I do not agree with
OneSteel’s submission that those adjustments should have been made to the constructed
normal value.

48. For the reasons given above, I do not consider that OneSteel has established that the

decision of the Parliamentary Secretary was not the correct or preferable decision.

10 ADRP Report No.34 - 4 March 2016, page 12.
1 1bid.

Page 16 of 21



ATTACHMENT B PUBLIC VERSION

Therefore, the circumstances in that particular case again did not warrant adjustment for
differences in billet specifications and costs, as the normal value were not determined using
domestic selling prices but instead were constructed using the higher production costs of the
exported goods.

It is important then to distinguish the circumstances in those previous investigations with
Power Steel’s particular individual circumstances in investigation 418. It is also worth
reiterating that the Commission confirmed the following with regard to Power Steel’s

domestic and export sales:

a) all export sales of reinforcing bar to Australia were manufactured using standard
grade (non-alloyed) billet;

b) all domestic sales of grade SD280 reinforcing bar were manufactured using standard
grade (non-alloyed) billet;

c) all domestic sales of grade SD420 reinforcing bar were manufactured using high
grade micro-alloyed (with vanadium) billet;

d) micro-alloyed billet purchased by Power Steel was approximately I% more expensive
than standard grade billet over the investigation period;

Therefore, unlike the Commission’s findings in its investigation into reinforcing bar exported
from China, there is an entirely clear division between the consumption of the more
expensive micro-alloyed billet and the production of domestic grade SD420, compared to the
consumption of standard grade billet in the production of export grade 500N.

Additionally, Power Steel’s circumstances contrast to the Commission’s findings and
justification for rejecting OneSteel’s adjustment claim in its investigation into reinforcing bar
exported from the Commission’s reasons for the Republic of Korea, Singapore, Spain and
Taiwan, where the Commission constructed normal values. In investigation 418, the
Commission has opted to determine normal value using the domestic selling prices of
domestic grade SD420 produced from the more expensive micro-alloyed billet, and
compared with the export grade 500N which was produced from the substantially cheaper
standard grade billet. Therefore, Power Steel submits that its circumstances differ to

previous considerations by the Commission of the adjustment claim made by OneSteel.

In making its recommendation to the Assistant Minister, the Commission rejected Power
Steel’s adjustment claim as it considered that there was ‘no evidence that a lower grade product
would command a premium in the Taiwanese market irrespective of its production costs.” Power
Steel strongly rejects the Commission’s conclusion that the production costs of exported and
domestic goods do not impact the corresponding selling prices.

Firstly, it is simply unrealistic and unreasonable for the Commission to hold the view that in
circumstances where the single raw material input consumed in production accounts for

.% of the total cost of production of the finished goods, the cost of that raw material input
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would not affect or shape the producing exporter’s pricing mechanism. To highlight more
clearly the absurdity and irrationality of this view, the Commission considered and made an
upward adjustment for differences in packaging costs incurred by Power Steel on its
domestic and export sales. The export packaging materials consisted of a _ a
_ and a _ attached to each bundle of goods, which amounted to
approximately US$-¢ /mt (or -% of the normal value). On this evidence, the
Commission formed the view that adjustment was warranted as it considered that Power
Steel would take account of this cost in setting its prices. Yet incredibly, in setting those same
prices for reinforcing bar, the Commission has formed the view that Power Steel would not
take account of its billet costs which amount to an average unit cost of US$-/mt or .% of
the cost of producing the reinforcing bar. This is an unsustainable and indefensible view that

has no basis in the real-world.

Second, the Commission was made aware of the price setting mechanism utilised by Power
Steel in negotiating sales with its Australian customers. In its questionnaire response and
turther elaborated upon during the verification visit, Power Steel confirmed the following in

response to the Commission’s request for explanation of the process for negotiating prices:

1. Australian customer contacts PSCO with indication of the volume required and an
initial price offer. Australian customer contacts PSCO for a quotation with
indication of the specifications, volume and shipment date required.

2. PSCO then considers a number of factors before responding to the offer. Firstly, the
company checks its production schedule to ensure it can meet the required order
within the time specified. Secondly, it considers the price of billet and expected
production costs to understand whether the price offer is reasonable.

PSCO then considers a number of factors. And then PSCO makes the offer to the
customer.

3. It then either accepts the order or replies with a revised offer that would reflect its
lowest possible price. The customer then either accepts the offer or replies with a
revised offer.

4. Once the terms have been agreed to, a sales contract is prepared and signed by both
parties.

5. Upon a signed sales contract, PSCO order and purchase required billet to produce to
order.

6. Upon completion of the finished product, PSCO issues a commercial invoice upon
loading of the goods onto the vessel.

This confirms that Power Steel directly takes into account the cost of billet for the goods
specified by the customer.

Third, the Commission was provided with evidence which confirmed that Power Steel’s

I - i<, [
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with the quench and tempering process involving the strengthening of standard grade billet
using high pressure water, as opposed to simply purchasing the more expensive micro-
alloyed billet and air-cooling the finished products.

This is confirmed by the _ submitted to the Commission (refer to
Confidential Attachment C), showing the |

_. This evidence supports the explanation provided by Power Steel that

Finally, Power Steel submits that the Commission has examined and undertaken an
erroneous consideration of the adjustment being claimed. That is, from the only provided
reason for rejecting the claim, it is clear that the Commission was seeking to establish
whether there was evidence demonstrating that ‘a lower grade product would command a
premium in the Taiwanese market irrespective of its production costs’. That is not the relevant

question to be answered.

The key question to be addressed is whether there is some factor that has affected the

domestic price of SD420 reinforcing bars differently to that of the export prices of 500N

reinforcing bars. As shown earlier, [

Likewise, there are numerous domestic customers purchasing both domestic grades of
reinforcing bars during the investigation period. Those customers are aware of the published
price differences between standard and alloyed billet and the flow through to their actual
selling prices for the finished goods, with micro-alloyed SD420 reinforcing bar selling at a

premium to the standard air-cooled SD280 reinforcing bar.

In these circumstances, Power Steel contends that the billet specification has a direct impact
on the costs of the finished goods, which then forms the basis of Power Steel’s price offers.
The evidence contained in Power Steel’s questionnaire response, the submitted _
_ and price relativities amongst its domestic sales of SD280 and SD420,
demonstrate that a downward adjustment is warranted to domestic sales to ensure a proper

comparison with the corresponding export sales.
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2. THE PROPOSED CORRECT AND PREFERABLE DECISIONS

Finding 1: The Commission erred in determining normal values using domestic sales which

were not the most comparable like goods to the exported goods.

The proposed correct and preferable decision relevant to finding 1 is that normal values
should have been based solely on domestic sales of the most comparable like product which
Power Steel submits is grade SD280 reinforcing bar. Those domestic goods are considered
most like given that they are produced form identical standard billet to that of the export
goods.

Finding 2: The Commission erred in determining normal values by excluding domestic sales

of like goods.

The proposed correct and preferable decision relevant to finding 2 is that in determining
Power Steel’s normal value, the Commission should at the very least include domestic sales
of grade SD280 reinforcing bar, which is contends has characteristics closely resembling the
exported goods and therefore fall within the parameters of like goods, as required by
subsection 269TAC(1) of the Act.

Finding 3: The Commission erred by not making necessary adjustments to normal values in
accordance with subsection 269TAC(8) of the Act, to ensure proper comparison between

normal values and corresponding export prices.

The proposed correct and preferable decision relevant to finding 3 is that a downward
adjustment is warranted and required to be made to domestic selling prices to account for
the differences in billet specifications between the exported goods and domestic like goods,
which directly impact on Power Steel’s offered selling prices. The adjustment should be
based on the weighted average difference in Power Steel’s billet costs across the whole of the
investigation period. This adjustment would ensure that normal value can be properly

compared with the corresponding export prices.

3. REASONS WHY THE PROPOSED DECISION IS MATERIALLY
DIFFERENT FROM THE REVIEWABLE DECISION

Finding 1: The Commission erred in determining normal values on the basis of domestic
sales pursuant to subsection 269TAC(1) of the Act.

The proposed decision to base normal values solely on domestic sales of grade SD280
reinforcing bar would significantly reduce normal values and the resulting dumping
margin. As domestic sales of grade SD280 were approximately -% lower than domestic
sales of grade SD420, it is estimated that the proposed dumping margin would be .%. This
would require termination pursuant to subsection 269TDA(1) of the Act and no fixed duty
would apply to Power Steel future exportations.
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Finding 2: The Commission erred in determining normal values by excluding domestic sales

of like goods.

The proposed decision to include domestic sales of grade SD280 reinforcing bar in the
normal value calculations would significantly reduce normal values and the resulting
dumping margin. As domestic sales of grade SD280 accounted for approximately .% of
total domestic sales of like goods sold in the ordinary course of trade, the inclusion of these
domestic sales is estimated to result in a proposed dumping margin of -%. This would
require termination pursuant to subsection 269TDA(1) of the Act and no fixed duty would

apply to Power Steel future exportations.

Finding 3: The Commission erred by not making necessary adjustments to normal values in
accordance with subsection 269TAC(8) of the Act, to ensure proper comparison between

normal values and corresponding export prices.

The proposed decision to include adjust downwards the domestic sales of grade SD420
reinforcing bar to account for differences in the costs of standard and micro-alloyed billet
would significantly reduce normal values and the resulting dumping margin. As standard
grade billet used to produce the exported goods was approximately I% lower than micro-
alloyed billet over the whole of the investigation period, the proposed adjustment is
estimated to result in a negative dumping margin of -%. This would require termination
pursuant to subsection 269TDA(1) of the Act and no fixed duty would apply to Power Steel
future exportations.
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