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1 BACKGROUND

1.1 Introduction

Anti-dumping measures applying to hot dip galvanised, welded, circular hollow
section, steel pipe exported from Thailand were originally imposed in 2000 by
the then Minister responsible for Customs and Border Protection ( the Minister),
following consideration of Trade Measures Report No. 11. The measures were
continued for a further five years after ministerial consideration of Trade
Measures Report No. 84 in 2005.

The measures are due to expire on 17 February 2010.

On 16 March 2009, the Australian Customs and Border Protection Service
(Customs and Border Protection) published a notice in the Australian
newspaper in accordance with s.269ZHB of the Customs Act 1901 (Act) inviting
persons specified in s.269ZHB(1)(b) of the Act to apply to the Chief Executive
Officer (CEQO) of Customs and Border Protection for the continuation of anti-
dumping measures.

On 15 May 2009, OneSteel Australian Tube Mills (OneSteel ATM), applied for
the continuation of anti-dumping measures in respect of the goods exported to
Australia from Thailand. OneSteel ATM is the sole producer of the goods in
Australia.

1.2 History

The original dumping duty notice applied exporter specific dumping duties to:

« First Steel Industry Co Ltd;
* Pacific Pipe Co Ltd (Pacific Pipe); and
« Saha Thai Steel Pipe Co (Saha),

with a separate rate applying to all other Thai exporters.

On 27 October 2000, COTCO — SV Eastern Steel Pipe Ltd (COTCO), a new
exporter to Australia at that time, lodged an application for an accelerated
review. As a result of Customs recommendations as detailed in Trade
Measures Report No. 37, COTCO had variable factors established on an
exporter specific basis.

The original anti-dumping measures were due to expire on 17 February 2005.

In 2004, Customs conducted an inquiry into whether the continuation of the anti-
dumping measures was justified and recommended that the Minister continue
the anti-dumping measures. The Minister accepted Customs report and
recommendations as detailed in Trade Measures Report No. 84, and the anti-
dumping measures were continued for a further five years.

On 17 January 2005, following an application by the Australian industry
producing the goods, Customs commenced a review of the anti-dumping
measures applying to the goods exported from Thailand. The Minister accepted
Customs report and recommendations as detailed in Trade Measures Report
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No. 96 and the anti-dumping measures were altered in relation to exporters
generally.

On 28 April 2008, following an application by an importer, CMC (Australia) Pty
Limited (CMC), Customs commenced a review of the variable factors applying
to the goods exported to Australia from Thailand. The Minister accepted
Customs report and recommendations as detailed in Trade Measures Report
No. 139 and the anti-dumping measures were altered in relation to Thai
exporters generally. The variable factors relevant to the taking of anti-dumping
measures that were established in that review continue to apply today and are
the subject of this current continuation inquiry.

1.3 Current Application for Continuation

The CEO must examine the application and decide whether or not to reject, the
application by 4 June 2009. Section 269ZHD(2) of the Act specifies the matters
to be considered in relation to an application. These matters are:

e whether the application provides all the information requirements in the
approved form under s.269ZHC of the Act; and

e whether there appear to be reasonable grounds for asserting that the
expiration of the anti-dumping measures to which the application relates
might lead, or might be likely to lead, to a continuation of, or a
recurrence of, the material injury that the measures are intended to
prevent.

If the CEO is not satisfied in respect of each of these matters, the application
must be rejected. If the CEO decides not to reject the application, the CEO
must publish a notice indicating that it is proposed to inquire whether
continuation of the anti-dumping measures is justified.

These matters are examined in the following sections of this report.

2 GOODS, LIKE GOODS AND AUSTRALIAN MARKET |

2.1 The goods subject to the measures

The goods subject to anti-dumping measures are certain hot dip galvanised,
welded, circular hollow section, steel pipe in nominal sizes DN 15-100 (HDG
CHS steel pipe) exported to Australia from Thailand, commonly produced to a
standard such as British Standard BS1387 or Australian Standard AS1074.

The goods are classified to the tariff subheadings of the Customs Tariff Act
1995 as shown in the table below. The duty rate for Thailand is currently 4% as
provided for in Schedule 6 of the Customs Tariff Act 1995 (Thai originating
goods), and from 1 January 2010 that classification will have a duty rate of
“Free” under the Thai Australia Free Trade Agreement.

HDG CHS Steel Pipe Thailand Page 3



PUBLIC FILE VERSION

Tariff subheading | Description
and statistical
code
7306.30.00/30 Not exceeding 21mm external diameter

Exceeding 21mm but not exceeding 60.3mm external diameter
7306.30.00/31 ...Wall thickness not exceeding 2.5mm
7306.30.00/32 ...Wall thickness exceeding 2.5mm but not exceeding 3.6mm
7306.30.00/33 ...Wall thickness exceeding 3.6mm

Exceeding 60.3mm but not exceeding 114.3mm external diameter
7306.30.00/34 ...Wall thickness not exceeding 3.2mm
7306.30.00/35 ...Wall thickness exceeding 3.2mm but not exceeding 4.5mm
7306.30.00/36 ...Wall thickness exceeding 4.5mm
7306.30.00/37 Exceeding 114.3mm but not exceeding 165.1mm external diameter

The goods were described in Trade Measures Report No. 11, as manufactured
from hot rolled coil (HRC), being rolls of flat steel. The HRC is first slit into a
number of desired widths and recoiled. Then, in one process, the flat steel is
uncoiled, formed into a cylinder, welded along the seam, sized to the required
standard and cut into lengths of "black" pipe.

Black pipe is galvanised by placing it in an acid bath and then coating it
internally and externally by immersing it in a zinc bath. The length of time spent
in the zinc determines the thickness of the coating and the protection given to
the pipe. On being withdrawn from the zinc bath, the pipe may be air blown to
remove excess zinc and produce a clean finish.

Each nominal size of pipe can be produced in one of four grades: extra-light;
light; medium; and heavy. The grade is determined by the wall thickness; with
extra-light having the thinnest wall and heavy the thickest.

The goods are produced with plain, threaded or threaded and coupled ends.
Threaded and coupled pipe, also called screwed and socketed, is pipe threaded
at both ends with a coupling on one end. The coupling is removable. There are
other end-types, however they represent a very small proportion of the pipe sold
in the Australian market.

2.2 Australian industry producing like goods

At the time of the original investigation in 1999, the Australian industry consisted
of Tubemakers of Australia Ltd and Palmer Tube Mills (Aust) Pty Ltd. In the
continuation inquiry of 2005, the Australian industry was made up of OneSteel
Trading Pty Ltd (OneSteel) and Smorgon Steel Tube Mills Pty Ltd (Smorgon).

As stated in its application, in August 2007, OneSteel ATM became the sole
Australian manufacturer of like goods following the earlier formation of a joint
venture between OneSteel and Smorgon.

OneSteel ATM has manufacturing plants for steel pipe and tube at Newcastle,
New South Wales; Somerton, Victoria; and Acacia Ridge, Queensland. It
currently only manufactures HDG CHS steel pipe at its Acacia Ridge plant in
Brisbane.
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2.4 Market size

In its application, OneSteel ATM estimated that in 2008-09 the market
contracted and is likely to reflect levels in 2003-04 of 70,000 to 80,000 tonnes.

Due to broad categories of goods included within the tariff classifications
(across the steel pipe and tube range) from various countries, the Consideration
Team (the team) could not readily determine the Australian market size from
Customs and Border Protection’s import database.

3 COMPLIANCE WITH S. 269ZHC

Section 269ZHC(1) of the Act specifies that an application under s. 269ZHB of
the Act must:

(a) be in writing; and

(b) be in an approved form; and

(c) contain such information as the form requires; and
(d) be signed in the manner indicated in the form.

Sections 269ZHC(2) and (3) of the Act cover procedural matters in relation to
lodgement of the application.

The application lodged by OneSteel ATM satisfies the requirements of
$.269ZHC of the Act.

OneSteel ATM also provided non-confidential versions of the application, which
provided a reasonable understanding of the content of the confidential application.

4 CONSIDERATION OF THE APPLICATION

This section of the report examines whether there appears to be reasonable
grounds for asserting that the expiration of the anti-dumping measures to which
the application relates might lead, or might be likely to lead, to a continuation of,
or a recurrence of, the material injury that the measures are intended to
prevent.

4.1 The applicant’s claims
4.1.1 Dumping

In its application, OneSteel ATM outlined its reasons for asserting there is a
very strong likelihood that it will again experience material injury from Thai
exports of HDG CHS steel pipe should the present anti-dumping measures
expire in February 2010. This is based on the following:

Anti-dumping actions by other countries

OneSteel ATM provided evidence that Thai welded steel pipe and tube, which
includes the goods the subject of the continuation application, currently attracts
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anti-dumping duties in both the European Union and the United States. It was
also stated that anti-dumping measures have applied to Thai exports of certain
steel pipe and tube in Canada.

Current normal values in the exporting country

OneSteel ATM submits that there is a lack of transparency for Thai domestic
selling prices. As such, it has constructed a selling price based on hot rolled coil
(HRC) prices sourced from a publication by the Iron and Steel Institute of
Thailand in June 2008. It has based selling, general and administration costs,
and zinc costs, on its own production costs (excluding profit).

Whether exports have continued following imposition of the measure

OneSteel ATM states that import data for the goods is subject to a suppression
order by the Australian Bureau of Statistics. Therefore it was not possible for
OneSteel ATM to identify import volumes of the goods.

As an alternative, OneSteel ATM has examined export statistics published by
the Thai Customs department for 2008. Thailand exported approximately 7,195
tonnes of circular welded steel pipe to Australia throughout 2008. OneSteel
ATM is unable to identify whether exports of HDG CHS steel pipe were included
in the declared Thai export volumes to Australia during 2008.

Whether the exporter has retained distribution links in Australia

As indicated above, OneSteel ATM states that according to statistics published
by the Thai Customs Department, approximately 7,195 tonnes of welded steel
pipe and tube have been exported to Australia from Thailand throughout 2008.

It also submits that Saha has maintained its distribution links with Australia by
exporting certain welded steel pipe and tubes (that are not covered by the
measures) to Australia via importers InSteel and CMC. Similarly, it submits that
Pacific Pipe also continues to export painted pipe and tube to Australia via the
importer Thyssenkrupp Mannex Pty Ltd (Thyssenkrupp).

Whether the exporter retains an excess capacity that may be directed to
Australia

OneSteel ATM asserts that according to Saha's website, the company has an
annual production capacity of 300,000 metric tonnes. The company exports
approximately 68 per cent of its total production. Saha’s quotations into the
Australian market for black and painted pipe and tube is indicative that the
company has excess capacity to absorb increased orders from Australia.

OneSteel ATM also states that Pacific Pipe's annual production capacity is
200,000 tonnes, of which 150,000 tonnes relates to black pipe and 50,000
tonnes relates to galvanised pipe. In addition, OneSteel ATM states that
Australia is one of its key export destinations, highlighting the likelihood of
increased export volumes to Australia should the opportunity arise.
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OneSteel ATM quoted Trade Measures Report No. 84 that “there is
considerable excess production capacity in Thailand”. Given that Thai
manufacturers have maintained distribution links to Australia, OneSteel ATM
claims it is likely that in the absence of measures exports of Thai HDG CHS
steel pipe will increase significantly.

4.1.2 Will the material injury recur?

In its application, OneSteel ATM asserts that in the absence of anti-dumping
measures it is likely that Thai exports of the goods will again cause material
injury to the Australian industry. It states that the displacement of Thai steel
production (including the goods) as Chinese exporters focus on increasing
sales in the Asia-Pacific region will re-direct Thai production to export markets,
including Australia, in the event anti-dumping measures on HDG CHS steel pipe
expire. This is based on the following:

Volume and value of imports and sources of imports

OneSteel ATM states that Trade Measures Report No. 84 estimated the
Australian market for HDG CHS steel pipe at between 70,000 and 80,000
tonnes in 2003-04. OneSteel ATM understands that in 2007-08 the market was
likely to have been approximately 100,000 to 120,000 tonnes. In the 2008-09
year, it is estimated the market has contracted and is likely to reflect the levels
of 2003-04.

OneSteel ATM provided evidence showing that selling prices for imported Thai
steel pipe and tubes (that are not covered by the measures), undercut the
Australian industry’s selling prices in most instances. OneSteel ATM submits
that this information strongly supports a conclusion that in the absence of anti-
dumping measures applicable to Thai exports of the goods, a resumption of
dumping and subsequent material injury is likely.

OneSteel ATM states that faced with significant ongoing losses due to low
riced imports of HDG CHS steel pipe, it

[comments regarding OneSteel ATM's rationalisation of its HDG CHS steel pipe
manufacturing assets].

Sales and market shares
OneSteel ATM asserts that effective anti-dumping measures against dumped
imporis would ensble the company to [

[comments regarding OneSteel ATM's rationalisation of its HDG
CHS steel pipe manufacturing assets].

It also submits that the suppression of import data does not enable OneSteel
ATM to accurately determine the current size of the Australian market.

OneSteel ATM states that as Thai producers have well established distribution
links into Australia for sales of other grades of pipe and tube, and given the
evidence of recent price undercutting of the Australian industry’s prices by Thai
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exporters, it is likely that in the absence of present measures, Thai imports
would account for a significant proportion of the Australian HDG CHS steel pipe
market.

Performance of the Australian Industry

OneSteel ATM provided annual production costs and profitability amounts for
the financial years 2001-02 to 2006-07, and quarterly amounts from the
September quarter 2005 to March quarter 2009, in appendix A6.1. The data

shows that production volumes and profitability have decreased since financial
year 2006-07.

OneSteel ATM also submits that reduced demand in 2009 for steel pipe and
tube exposes the vulnerability of the Australian industry when production
operating rates are reduced. Further losses of market share to dumped imports
and/or allowing present measures to expire, will increase OneSteel ATM's
exposure to further material injury.

4.2 Assessment of the applicant’s claims

4.2.1 Dumping

Anti-dumping actions by other countries

With regard to anti-dumping measures imposed by the European Union and the
United States, although they relate to a broader category of welded steel pipe
and tube, it may also include HDG CHS steel pipe. The team considers this
information to be a relevant consideration in determining whether or not to reject
the current application, as it provides evidence to show an exporter’'s propensity
to sell at dumped prices.

In relation to anti-dumping measures in Canada, the team checked the Canada
Border Services Agency's (CBSA) website and confirmed that an expiry review
was conducted in 2001 where the measures were extended. However, with
reference to the CBSA's list of anti-dumping measures that are currently in
force, measures in respect of certain steel pipe and tube from Thailand are not
listed.

Current normal values in the exporting country

The applicant was unable to identify whether HDG CHS steel pipe had been
exported in recent years, as such it did not include estimates of export prices.

In relation to normal values, the team noted that the HRC prices used by the
applicant in the selling price construction had been incorrectly applied, as they
relate to the first four months of 2008 rather than the full year.

As export prices were not provided, the Team has not calculated a dumping
margin. Dumping margin calculations will be further examined during the inquiry
process.
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Whether exports have continued following imposition of the measure

To determine whether exports have continued, the team examined information
extracted from Customs and Border Protection's import database and found no
evidence of imports of the goods from Thailand in recent years. However, in

January 2009, tonnes of HDG CHS steel pipe have been imported to
Australia by

Whether the exporter has retained distribution links in Australia

In relation to exporters maintaining distribution links to Australia, the team
considers it a reasonable assertion, as according to Customs and Border
Protection’s import database, exports of certain welded steel pipe and tubes

(that are not covered by the measures) from Thailand to Australia in 2008 are
as follows:

' Importer Supplier Tonnes

Whether the exporter retains an excess capacity that may be directed to
Australia

Customs and Border Protection notes that the applicant's claims in relation to
Saha's production capacity is not current, as the reference to 300,000 tonne per
year relates to 2005, and it's exports accounting for 68.1% relates to 2004.

With regard to the applicant's claim that Australia is one of Pacific Pipe's key
export destinations, thereby highlighting the likelihood of increased export
volumes to Australia, the team notes that the claim relates to steel pipes
generally. However, it should be noted that Pacific Pipe has not exported HDG
CHS steel pipe to Australia since 1999.

In relation to the applicant's reference to Trade Measures Report No. 84, which
states that “there is considerable excess production capacity in Thailand”.
Customs and Border Protection notes that the information in Trade Measures
Report No. 84 was published in 2005 and is not current.

4.2.2 Material injury

Volume and value of imports and sources of imports

In the absence of information available to the applicant in relation to exports of
HDG CHS steel pipe from Thailand to Australia in recent years, the team
considers it is reasonable to use the prices for certain welded steel pipe and
tubes such as painted steel pipe (that are not covered by the measures) from
Thailand, to demonstrate that price undercutting is indicative of the market. This
broader category of certain welded steel pipe and tubes, although is not
considered to be “like goods”, is the closest available comparison to HDG CHS
steel pipe.
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Sales and market shares

The team notes that measures have applied to exporters from Thailand since

2000, therefore further information is required before it can properly assess
whether OneSteel ATM's decision to
[comments regarding OneSteel

ATM's rationalisation of its HDG CHS steel pipe manufacturing assets].

Performance of the Australian Industry

Further information, such as audited financial reports and source documents, is

required before the team can properly assess the Australian Industry’s
performance.

4.2.3 Conclusion

Although the applicant made some assertions that the team did not consider
persuasive, on balance the team is satisfied that there appear to be reasonable
grounds for asserting that the expiration of the anti-dumping measures might
lead, or might be likely to lead, to a recurrence of material injury. In reaching
this conclusion the team had regard to:

s The imports of HDG CHS steel pipe to Australia in January 2009 by
]

B Anti-dumping measures that apply to Thai exports of certain steel pipe
in the European Union and the United States;

- The maintenance of distribution links with Australia by some exporters,

of certain welded steel pipe and tubes (that are not covered by the
measures); and

o Evidence of price-undercutting for certain welded steel pipe and tubes
(that are not covered by the measures) from Thailand might be
indicative of the market.

5 CONCLUSION ON “REASONABLE GROUNDS”

The team found no evidence of imports of the goods from Thailand between the
years 2005-2008. However, the goods were exported to Australia in January
2009.

The team considers that OneSteel ATM has provided some evidence that
material injury might, or might be likely to, recur if the anti-dumping measures
applying to HDG CHS steel pipe from Thailand were not continued. The team
considers that OneSteel ATM's arguments that material injury would recur if the
measures were not continued are plausible and warrant further examination.

Having regard to the application, and to other relevant matters set out in this
report, the team considers that although the applicant made some assertions
that were not persuasive, on balance there appear to be reasonable grounds for
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asserting that the expiration of the anti dumping measures to which the
OneSteel ATM application relates might lead, or might be likely to lead, to a
continuation of, or a recurrence of, the material injury that the measures are
intended to prevent.

Accordingly, the team recommends that the application not be rejected. If the
application is not rejected, a notice will be published on 9 June 2009 indicating
that it is proposed to inquire into whether continuation of the measures is
justified.
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