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2 BACKGROUND 

2.1 The applications 

On 3 August 2012, applications were lodged on behalf of BlueScope Steel Limited 
(BlueScope) requesting that the Minister for Home Affairs (the Minister) publish 
dumping duty notices in respect of galvanised (zinc coated) steel and aluminium zinc 
coated steel exported to Australia from the People’s Republic of China (China), the 
Republic of Korea (Korea) and Taiwan.  These products are jointly referred to as 
coated steel in this report.  Refer to the full description of the goods in section 4 of 
this report. 

On 17 August 2012 and 27 August 2012 additional information and data was 
received in respect of the applications.  As a result, Customs and Border Protection 
restarted the 20 day period for considering the applications. 

Customs and Border Protection is treating these as two separate investigations, but 
is examining them together because BlueScope advised that many of the importers 
and exporters deal in both products. 

2.1.1 Galvanised steel 

BlueScope claimed that material injury in respect of galvanised steel commenced in 
2010-11.  It claimed that the Australian industry has suffered material caused by 
galvanised steel exported to Australia from China, Korea and Taiwan through: 

• loss of sales volume; 
• reduced market share; 
• reduced revenues; 
• price undercutting; 
• price depression; 
• price suppression; 
• reduced profits; 
• reduced profitability; 
• reduced return on investment; 
• reduced ability to raise capital for re-investment; and 
• reduced employment. 
 
2.1.2 Aluminium zinc coated steel 

BlueScope claimed that material injury in respect of aluminium zinc coated steel 
commenced in 2010-11 and has been exacerbated in 2011-12.  It claimed that the 
Australian industry has suffered material caused by aluminium zinc coated steel 
exported to Australia from China, Korea and Taiwan through: 

• loss of sales volume; 
• reduced market share; 
• reduced revenues; 
• price undercutting; 
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• price depression; 
• price suppression; 
• reduced profits; 
• reduced profitability; 
• reduced return on investment; 
• reduced ability to raise capital for re-investment; and 
• reduced employment. 
 
2.1.3 Notification 

Public notification of initiation of the investigation was made on 5 September 2012 in 
The Australian newspaper and Australian Customs Dumping Notice No. 2012/40). 

2.2 Purpose of visit 

We explained to BlueScope that the purpose of our visit was to: 

• obtain general information about the Australian market for coated steel; 
• gain a greater understanding of the BlueScope’s manufacturing, marketing, 

sales and distribution processes; 
• verify information provided in the applications; 
• obtain additional financial data to assist in the analysis of the claimed injury 

to the Australian industry; 
• give the company the opportunity to provide any further comments or raise 

any further issues it believed relevant to the investigation; and 
• discuss and gather data relevant to establishing unsuppressed selling prices. 
 
2.3 Contact details 

The applicant provided the following contact details. 

Company BlueScope Steel Limited 
Five Islands Road 
Port Kembla NSW  2505 

Company 
representative 

Mr Alan Gibbs, Development Manager – International Trade 

Telephone 02 4275 3859 
Fax 02 4275 7810 
Email Alan.Gibbs@bluescopesteel.com  
Nominated 
representative 

Mr John O’Connor, John O’Connor & Associates Pty Ltd 

Telephone 07 3342 1921 
Fax 07 3342 1931 
Email jmoconnor@optusnet.com.au  
Date of visits 9 to 12 October  2012 
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The following were present at various stages of the interview. 

BlueScope Mr Stuart Bell, Manager - Finance 
Mr Alan Gibbs, Development Manager – International Trade 
Mr Steve Weine, Manager Finance & Administration 
International Markets 
Mr Chad Uphill, Senior Finance Analyst 
Ms Ellicia De Guzman, Finance Analyst 
Mr Brian Kelly, Manager - Marketing 
Mr Anthony Palermo, Pricing & Service Offer Manager 
Mr Esa Mannisto, Manager - Costings  
Mr Ron Hehl, Product Costing Specialist 

John O’Connor & 
Associates Pty Ltd 

John O’Connor 

Customs Ms Joanne Reid, Director Operations 2 
Mr Chris Vincent, Manager Operations 1 
Ms Cienna Turpie, Supervisor, Operations 2 

 
2.4 Investigation process and timeframes 

We advised BlueScope of the investigation process and timeframes as follows: 

• the investigation period is July 2011 to June 2012; 
• Customs and Border Protection will examine the Australian market from 

July 2007 for the purpose of analysing the condition of the Australian 
industry; 

• a preliminary affirmative determination may be made no earlier than 60 days 
after the date of initiation (5 November 2012) - provisional measures may be 
imposed at the time of the preliminary affirmative determination or at any 
time after the preliminary affirmative determination has been made, but 
Customs and Border Protection would not make such a determination until it 
was satisfied that there appears to be, or that it appears there will be, 
sufficient grounds for the publication of a dumping duty notice; 

• statements of essential facts will be placed on the public record by 
24 December 2012 or such later date as the Minister allows - the statements 
of essential facts will set out the material findings of fact on which Customs 
and Border Protection intends to base its recommendations to the Minister 
and will invite interested parties to respond, within 20 days, to the issues 
raised (submissions received in response to the statements of essential facts 
will be considered when compiling the report and recommendations to the 
Minister); 

• Customs and Border Protection’s reports to the Minister are due no later than 
7 February 2012 - should the Minister approve an extension to the 
statements of essential facts this would mean that the due date of the final 
reports would also be extended - all interested parties would be notified and 
an Australian Customs Dumping Notice would be issued should extensions 
be requested and approved. 

 
We explained to BlueScope that we would prepare a report of our visit.  The report 
will be provided to the company to review its factual accuracy and to identify those 
parts of the report it considered confidential.  Following consultation about 
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confidentiality, we would prepare a non-confidential version of the report for the 
public record. 
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3 COMPANY BACKGROUND 

3.1 General 

BlueScope Steel Limited is a publicly listed company with many subsidiary and 
associated companies throughout the world.  A summary of it global interests is at 
confidential attachment GEN 1.  Details of these affiliates were provided in the 
public versions of the applications and are also available in BlueScope’s 2011-12 
financial report.  BlueScope produces coated steel at its Springhill (Port Kembla) and 
Western Port plants using hot rolled coil (HRC) that is mainly sourced from the Port 
Kembla Steelworks hot strip mill.  During the investigation period, HRC was also 
produced at BlueScope’s Western Port hot strip mill, but this mill was closed in 
October 2011 and the Western Port coated steel plant now only produces coated 
steel using HRC produced at Port Kembla.  BlueScope Steel (AIS) Pty Ltd, operator 
of the Port Kembla Steelworks, is one of BlueScope’s fully owned subsidiaries. 

BlueScope supplies coated steel directly from its manufacturing plants and from 
seven service centres located in Sydney (Chullora and Erskine Park), Melbourne 
(Braeside and Sunshine), Brisbane (Acacia Ridge), Adelaide (Wingfield) and Perth 
(Myaree).  It also sells coated steel through affiliated companies, including fully 
owned subsidiaries Lysaght Building Solutions Pty Ltd, BlueScope Water Pty Ltd and 
BlueScope Distribution Pty Ltd.  The sales data provided by BlueScope includes all 
sales by BlueScope, including sales to its affiliated companies and sales by the 
service centres.  Sales to affiliated companies represent about [%] of coated steel 
sales. 

BlueScope explained that the different legal entities were a result of the company’s 
history, for example the acquisition of BlueScope Steel (AIS) Pty Ltd in 1935 by BHP 
and the acquisition of BlueScope by BHP in 1979.  BlueScope demerged from BHP 
in 2002. 

BlueScope’s Australian and New Zealand operations, incorporating all affiliated 
companies, are managed as a single unit.  The coated steel plants are part of 
BlueScope’s Coated Products Division.  BlueScope’s management structure is 
summarised at confidential attachment GEN 2. 

BlueScope’s statutory financial reports are generated using Hyperion, a reporting 
consolidation tool that extracts summary data from SAP.  However, it explained that 
its day to day accounting is done in various systems such as an invoicing and 
settlement discounts system, debtor management, rebate model, manufacturing 
costs and freight model systems.  A product costing reporting system, referred to as 
COGNOS, captures data from various systems.  BlueScope explained that the trial 
balance from SAP may not agree with the COGNOS database as the database does 
not include accounting adjustments such as accruals.  A summary of the Coated 
Products Division financial structure is at confidential attachment GEN 3. 

BlueScope accounts are audited in accordance with Australian accounting practices 
and the company provided relevant financial documents in its application. 



PUBLIC RECORD VERSION 

Page 9 

3.2 Related party transactions 

HRC is transferred to the Costed Products Division at cost, but this is subsequently 
adjusted to reflect market prices.  BlueScope stated that prices to affiliated 
companies were negotiated in the same way as prices to unrelated customers. 

3.3 Changes during the investigation period 

On 22 August 2011, BlueScope’s board announced a restructure of its business and 
significantly reduced the Australian export business.  The restructure included the 
closure of No. 6 Blast Furnace at Port Kembla and the Western Port hot strip mill.  
One of the metal coating lines at the Western Port plant was mothballed, but 
production could be resumed if market conditions improved. 

In October 2011 the Western Port hot strip mill was closed and HRC was no longer 
produced.  The Western Port plant now only produces pickled and oiled HRC and 
coated steel using HRC manufactured at Port Kembla. 

Similarly, BlueScope significantly reduced its production for export. 

BlueScope stated that this restructure required a workforce reduction of 
approximately 1000 people and at the time of the announcement it estimated a cash 
cost of $300 to $400 million as the company closed one blast furnace and one hot 
strip mill along with associated plant. 
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4 THE GOODS 

4.1 The goods and like goods 

Both products 

BlueScope explained that steel products are coated to provide corrosion protection 
for certain applications.  General information on metallic coated steel is at non-
confidential attachment GEN 4.  Galvanised or zinc coated steel has been in 
existence since the 1800s and is used due to its sacrificial quality, that is, the zinc 
coating will give itself up in order to protect the underlying steel.  Aluminium zinc 
coated steel was developed by BlueScope in the 1970s and provides up to four times 
the life of a zinc coated product as it slows the rate at which the zinc is sacrificed.  
The coating is approximately 55% aluminium and 45% zinc.  Manufacturers in other 
countries can only use this specific coating combination under licence by BlueScope, 
however BlueScope advised that other aluminium zinc coatings are being developed 
in competition. 

BlueScope claimed that the vast majority of coated products go through a further 
production process called roll-forming prior to being put into final use.  Roll-forming 
involves progressive forming of the coated coil product into the desired shape, such 
as downpipes or guttering.  BlueScope provided an illustration of the roll-forming 
process at non-confidential attachment GEN 5. 

The thickness of both galvanised steel and aluminium zinc coated steel can be 
described in two ways – base metal thickness (BMT) or total coated thickness (TCT).  
BMT refers to the thickness of the base steel (i.e. substrate) only, whereas TCT 
refers to the steel base thickness plus the metallic coating thickness.  Most 
international standards refer to the products in terms of BMT.  BlueScope advised 
that most customers will also order product based on BMT, although there are some 
circumstances where TCT is specified.  References to thicknesses in this report are 
to the BMT. 

4.1.1 Galvanised steel 

The imported goods the subject of this application are: 

flat rolled products of iron and non-alloy steel, of a width less than 600mm and, 
equal to or greater than 600mm, plated or coated with zinc. 

The application stated that trade and other names often used to describe galvanised 
steel, include:  

• GALVASPAN®; 
• GALVABOND®; 
• ZINCFORM®; 
• ZINCANNEAL; 
• ZINCHITEN®; 
• GALVAFORM®; 
• DECKFORM®; 
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• ZINCSEAL; 
• Galv; 
• GI; 
• hot dip zinc coated steel; 
• hot dip zinc/iron alloy coated steel; and 
• Galvanneal. 
 
The application also stated that the amount of zinc coating on the steel is described 
as its coating mass and is nominated in grams per metre squared (g/m2), with the 
prefix being Z (zinc) or ZF (zinc converted to a zinc/iron alloy coating).  The applicant 
claims that the common coating masses used for zinc coating are: Z350, Z275, Z200, 
Z100, and for zinc/iron alloy coating are: ZF100, ZF80 and ZF30 or equivalents 
based on international standards and naming conventions. 

BlueScope advised that galvanised steel is preferable to aluminium zinc coated steel 
for use on thicker steel as it provides greater sacrificial protection to the larger areas 
of exposed steel cut edges.  From the sales data provided in the application, we 
noted that during the investigation period galvanised steel was sold with thicknesses 
of 0.3 mm to 3.5 mm,  A technical bulletin describing the benefits of zinc coatings on 
steel is at non-confidential attachment GEN 6. 

Tariff classification 

The application states that the goods are classified to tariff subheadings 7210.49.00 
(statistical codes 55, 56, 57 and 58), and 7212.30.00 (statistical codes 61) of 
Schedule 3 to the Customs Tariff Act 1995.  Customs and Border Protection’s Trade 
Services Branch confirmed that the goods are correctly classified to these tariff 
subheadings.  The general rate of duty is currently 5%, the DCS duty rate is free and 
the DCT rate is 5%.  Imports from China are subject to the DCS duty rate while 
imports from Korea and Taiwan are subject to the DCT duty rate. 

BlueScope stated that it is only aware of two tariff concession orders (TCOs) current 
for galvanised steel. Both these TCO’s are currently being reviewed by BlueScope 
steel for validity. Details of these TCOs are at confidential attachment GEN 7. 

4.1.2 Aluminium zinc coated steel 

The imported goods the subject of this application are: 

flat rolled products of iron and non-alloy steel, of a width equal to or greater than 
600mm, plated or coated with aluminium-zinc alloys, not painted, whether or not 
including resin coating. 

The application stated that trade and other names often used to describe aluminium 
zinc coated steel, include:  

• ZINCALUME®; 
• TRUECORE®; 
• GALVALUME®; 
• Aluzinc, Supalume, Superlume, ZAM, GALFAN; 
• zinc aluminium coated steel; 
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• aluminium zinc coated steel; 
• Alu-Zinc steel sheet in coils; 
• Al/Zn; and 
• hot dipped 55% aluminium-zinc alloy coated steel sheet in coil. 
 
The application also stated that the amount of aluminium zinc coating on the steel is 
described as its coating mass and is nominated in g/m2 with the prefix being AZ 
(aluminium zinc).  The applicant claims that the common coating masses used are 
AZ200 and AZ150 with some imported AZ100 making a presence in the market 
(<AZ150 is not recognised by the Australian Standard) 

At the visit BlueScope provided a conversion table that showed the coating mass for 
a range of BMT and TCT thicknesses (non-confidential attachment GEN 8). 

BlueScope advised that a large proportion of the aluminium zinc coated steel that it 
produces is painted and the majority of this product is sold as COLORBOND® steel, 
a registered product of BlueScope.  From the sales data provided in the application, 
we noted that during the investigation period sales of painted aluminium zinc coated 
steel, as a proportion of all sales of aluminium zinc coated steel, was [%] by volume 
and [%] by value.  Sales of painted aluminium zinc coated steel as a proportion of 
sales by the Coated Products Division was [%] by volume of [%] by revenue. 

BlueScope advised that aluminium zinc coated steel is preferable to galvanised steel 
in applications requiring thinner steel and is typically used as materials for roofing 
and walling.  From the sales data provided in the application, we noted that during 
the investigation period aluminium zinc coated steel was sold with thicknesses of 
0.3 mm to 1.6 mm, but over 70% of sales were goods with a thickness of less than 
0.5 mm and over 90% were goods with a thickness of less than 1.0 mm.  A technical 
bulletin describing the benefits of aluminium zinc coatings on steel is at non-
confidential attachment GEN 9. 

Tariff classification 

The application states that the goods are classified to tariff subheading 7210.61.00 
(statistical codes 60, 61 and 62) of Schedule 3 to the Customs Tariff Act 1995.  
Customs and Border Protection’s Trade Services Branch confirmed that the goods 
are correctly classified to these tariff subheadings.  The general rate of duty is 
currently 5%, the DCS duty rate is free and the DCT rate is 5%.  Imports from China 
are subject to the DCS duty rate while imports from Korea and Taiwan are subject to 
the DCT duty rate. 

BlueScope stated that it does not believe there are any TCO’s current for aluminium 
zinc coated steel. 

4.1.3 Australian and international standards 

The applications stated that there are a number of relevant International Standards 
for zinc and aluminium zinc coated products.  Typically each international standard 
has a range of steel grades nominated as formable, commercial or structural grades.  
The formable/commercial grades are those with mechanical properties suitable for 
general pressing and forming whereas the structural grades are those with 



PUBLIC RECORD VERSION 

Page 13 

guaranteed minimum strength properties that structural engineers utilise in their final 
product designs. 

BlueScope stated that most coated steel imported into Australia was made to the 
Australian or Japanese standards.  Copies of Australian Standadrd AS 1397-2011 
and Japanese Standards JIS G 3302 (galvanised steel) and JIS G 3321 (aluminium 
zinc coated steel) are at confidential attachment GEN 10.  A technical bulletin with 
a builders guide to Australian steel sheet and strip standards and a document about 
steel being compliant are at non-confidential attachment GEN 11. 

In the applications, BlueScope compared various grades for Australian and major 
international standards.  This comparison is summarised in the following table. 

International standard Grade names 
General and commercial grades 
AS/NZS 1397 G1, G2 
ASTM A 653 / A 653M 
(zinc) and ASTM A 792 
(aluminium zinc) 

CS types A, B and C 

EN10346 DX51D, DX52D 
JIS 3302 (zinc) SGCC, SGHC 
JIS 3321 (aluminium zinc) SGLCC 
Forming, pressing and drawing grades 
AS/NZS 1397 G3 
ASTM A 653 / A 653M 
(zinc) and ASTM A 792 
(aluminium zinc) 

FS, DS, types A and B 

EN10346 DX53D, DX54D 
JIS 3302 (zinc) SGCD, SGCDD 
JIS 3321 (aluminium zinc) SGLCD, SGLCDD 
Structural grades 
AS/NZS 1397 G250, G300, G350, G450, G500, G550 
ASTM A 653 / A 653M 
(zinc) and ASTM A 792 
(aluminium zinc) 

33 (230), 37 (255), 40 (275), 50 (340), 55 (380), 89 (550) 

EN10346 S220GD, S250GD, S280GD, S320GD, S350GD, S550GD 
JIS 3302 (zinc) SGC340, SGC400, SGC440, SGC490, SGC570, SGH340, 

SGH400, SGH440, SGH490, SGH570 
JIS 3321 (aluminium zinc) SGLC400, SGLC440, SGLC490, SGLC570 

 
At the visit BlueScope provided a further summary that showed the relevant 
international standard and grade that conformed to its registered trade name 
products, for both galvanised and zinc aluminium products (confidential attachment 
GEN 12). 
 
4.1.4 Excluded goods 

Painted zinc aluminium coated steel is excluded from the description of the goods.  
This was noted in the application for the investigation and subsequent initiation 
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notice.  Following discussions with BlueScope, further investigation and confirmation 
from BlueScope, it was also confirmed that the following goods are not goods the 
subject of the applications: 

• pre-painted and painted galvanised steel products (some of which are 
imported under TCOs which were not nominated in the application); and 

• electro-galvanised steel product. 
 
BlueScope does not manufacture electro-galvanised steel and does not consider that 
pre-painted steel products are covered by these applications. 

4.2 Like goods 

Physical likeness 

BlueScope stated that the steel chemistry, degree of cold reduction, annealing 
temperature and line speeds are used to produce the required mechanical properties.  
It stated that coated steel made locally by BlueScope has a physical likeness to the 
goods exported from China, Korea and Taiwan and that both are manufactured to 
achieve mechanical properties designated by Australian and international standards. 

Commercial likeness 

BlueScope’s stated that the coated steel it produces competes directly with imported 
coated steel in the Australian market. 

Functional likeness 

BlueScope stated that both locally produced and imported coated steel have 
comparable or identical end-uses. 

Production likeness 

BlueScope stated that locally produced and imported coated steel are manufactured 
in a similar manner using similar production processes. 

Conclusion 

Based on information submitted in the application and gathered during the visit, we 
are satisfied that locally produced coated steel are like goods to imported coated 
steel.  Customs and Border Protection will further consider this issue during visits to 
importers and exporters. 

Customs and Border Protection considers that there is an Australian industry 
producing like goods. 
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5 AUSTRALIAN INDUSTRY 

5.1 Introduction 

BlueScope stated that it is the only Australian manufacturer of coated flat steel and 
that it has been producing coated steel since the early 1960’s.  During the 
investigation period, BlueScope manufactured coated steel at both its Springhill (Port 
Kembla) and Western Port plants.  As Western Port no longer has a hot strip mill, 
HRC is transported from Port Kembla by sea or rail to be further processed into 
coated steel. 

5.2 Production process 

The production process is summarised at non-confidential attachment GEN 13. 

5.2.1 Hot rolled coil 

The main raw materials used in the production of steel are iron ore, coal and fluxes 
(limestone and dolomite).  The raw materials are fed into the top of the blast furnace 
in predetermined proportions and sequences.  Air, which is heated to about 1200°C, 
is blown into the blast furnace.  This causes the coke to burn, producing carbon 
monoxide which creates the required chemical reaction.  The iron ore is reduced to 
molten iron by removing the oxygen.  Molten iron and slag is periodically drained 
from the blast furnace and the molten iron is transported to the steelmaking area. 

The basic oxygen steelmaking (BOS) process creates liquid steel from molten iron, 
scrap steel and alloying materials.  The BOS vessel is charged and a lance that 
blows 99% pure oxygen onto the steel and iron causes the temperature to rise to 
about 1700°C.  This melts the scrap, lowers the carbon content of the molten iron 
and helps remove unwanted elements.  Samples are tested and computer analyses 
of the steel are done to ensure the desired chemistry is achieved.  The steel can be 
further refined by adding alloying materials which give the steel special properties 
required by the customer.  The liquid steel is cast into slabs of various dimensions so 
that it can be rolled. 

HRC was manufactured on either of two hot strip mills.  The slab is reheated in a 
furnace to obtain consistent temperature of around 1200°C.  The heated slab is 
reduced in thickness by passing through a set of five or six rolling mill stands to 
produce HRC of the desired thickness and widths.  The HRC is then tranferred to the 
Springhill and Western Port coating mills. 

5.2.2 Coated steel 

Pickling 

HRC is pickled to remove scale (iron oxide) formed during the hot rolling process.  
The HRC is unwound, side trimmed to the customers required width and passed 
through a bath of 70°C hydrochloric acid, washed, dried and recoiled. 
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Cold rolling 

The pickled HRC is cold rolled to reduce the steel thickness.  The cold rolling process 
is conducted at room temperature.  The cold rolling process involves passing the 
HRC through a number of rolling mill stands to progressively reduce the thickness 
without changing the width.  For example, a 1,200 metre coil of 2.5 mm thickness 
could be reduced to 0.5 mm thickness and 6,000 metres long.  During the process 
the grain structure is elongaged, making the steel hard and springy.  This 
intermediate steel product is known as a Cold Rolled Fully Hard (CRFH) product. 

Metal coating 

The cold rolled coil is cleaned to remove any oils from the cold rolling process and 
any traces of surface oxide and is then annealed in an inert atmosphere furnace.  
Where formability is the prime requirement, the coil is fully annealed.  Where high 
strength and limited formability is required, the coil is partially annealed. 

The clean and annealed coil then passes from the furnace through a molten metal 
bath of the required composition where the molten metal chemically bonds to the 
steel surface.  Aluminium zinc coated steel can be supplied with a range of surface 
treatments (passivation coating and a resin coating) to protect the service or supplied 
skin passed and without surface treatment for feed for paint lines.  Thinner gauges of 
galvanised steel are coated with oil, but thicker gauges are produced bare. 

5.2.3 Australian industry 

Based on information submitted in the application and gathered during the visit, we 
are satisfied that there is an Australian industry producing like goods. 

5.3 Capacity, employment and annual turnover 

The capabilities of each plant in terms of number of coating lines, dimensions and 
finishes are at confidential attachment GEN 14.  In summary: 

• Port Kembla has three coating lines – one for galvanised, one for aluminium 
zinc and one that can produce either; 
o the width range for these lines is 600 mm to 1,325 mm; 
o line two is the only line that can produce thicker gauges of galvanised 

steel; and 
o line three does not have a resin coating capability so any aluminium 

zinc coated steel must be transferred to the paint line; 
• Western Port has two operating coating lines, - one for galvanised and the 

other for aluminium zinc coated steel; 
o line five aluminium zinc coating line was mothballed in November 

2011; 
o the width range for these lines is 680 mm to 1,550 mm; 
o the metal coating capability of line six has a maximum width 

capability of 1,815 mm, but is practically restricted by the capability of 
the Westernport pickling line and as such, has a maximum width of 
1550mm. 
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The current capacities of these lines are: 

• galvanised steel – 730,000 tonnes per annum 
• zinc aluminium coated steel – 480,000 tonnes per annum (700,000 tonnes 

per annum including the mothballed line) 
• the dual pot coating line that can produce both galvanised and zinc 

aluminium coated steel product has a capacity of 215,000 tonnes per annum 
and is additive to the above capacities. 

 
The total combined metallic coating capacity is around 1,645,000 tonnes per annum. 

The turnover for galvanised steel during the investigation period was [$] million, or 
[%] of the total revenue of the Coated Products Division.  The turnover for aluminium 
zinc coated steel during the same period was [$] million, or [%] of the total revenue of 
the Coated Products Division. 

Total employment in respect galvanised steel was [number] during the investigation 
period, a reduction of about [number]  over the previous year.  BlueScope advised 
that production on the heavy galvanised line was reduced from 24 hours per day 
seven days per week to five days per week.  Total employment in respect aluminium 
zinc coated steel was [number]  during the investigation period, a reduction of about 
[number]  over the previous year.  We note that the mothballed production line at 
Western Port produced aluminium zinc coated steel. 
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6 AUSTRALIAN MARKET 

6.1 Demand 

Galvanised and aluminium zinc coated steel are sold into the same market 
segments, but have different end uses. 

Locally produced and imported galvanised steel is mainly used in the building and 
construction industry and the manufacturing industry.  In the building and 
construction industry, its main uses are for light structural sections (purlins and girts) 
in commercial and industrial buildings, for structural sections for carports, sheds and 
garages, plastering and ceiling accessories, garage door tracks, structural nail-plates, 
post stirrups, frame connectors and bracing for timber frames.  In the manufacturing 
industry, its main uses are for air-conditioning ducting, cable trays, components in 
domestic appliances, hot water system components, automotive pressings, electrical 
meter cabinets, tool-boxes, grain silos components and general manufactured 
articles. 

Locally produced and imported aluminium zinc coated steel is also mainly used in the 
building and construction industry and the manufacturing industry.  In the building 
and construction industry, its main uses are for roll formed roof and wall cladding, 
rain water goods such as guttering and downpipes, roof flashing and trims, residential 
roof trusses, residential roofing battens, ceiling battens, residential house framing, 
wall structural sections, office wall framing, garden sheds and garage door panels.  In 
the manufacturing industry its main uses are for components in domestic appliances, 
hot water system components, cabinets, flues, ducting, grain silos and general 
manufactured articles. 

BlueScope claimed that the Australian market for these products has been 
depressed for the last 24 months. Manufacturing and commercial construction is 
slow, the automotive industry is struggling and residential construction is at a ten year 
low.  BlueScope claimed that architectural and engineering firms are laying off staff 
and that this indicates the market will take some years to improve given the lead 
times from planning to construction. 

In respect of the automotive industry, BlueScope claimed that once manufacturers 
had established a supply chain for a particular model, that such arrangements did not 
change during the life of the model. 

BlueScope claimed that the South East Asian markets are somewhat stronger, 
although the Chinese market is softening.  However, producers in these areas in 
recent years decided to expand capacity.  This capacity is now coming on line and 
these producers are looking for markets in which to sell their products. 

6.2 Market size 

We have estimated the size of the Australian market using data from Customs and 
Border Protection’s import database and information verified during out visit.  The 
market for galvanised steel was almost 650,000 tonnes in 2011-12, while the market 
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for aluminium zinc coated steel was a little over 200,000 tonnes.  The Australian 
market is illustrated in the following charts. 

 

 

6.3 Marketing and distribution 

BlueScope sells coated steel under several brand names.  BlueScope stated that 
different brands were sold into different market sectors and that this enabled 
BlueScope to develop marketing strategies that targeted particular market sectors. 

GALVABOND® is the largest selling brand of galvanised steel and is a commercial 
grade suitable for forming, pressing and drawing.  This product has the typical 
spangled surface that forms as the zinc coating dries.  ZINCANNEAL is a similar 
product but the zinc coating is subjected to direct fire gas furnace post exiting the 
coating bath and consequently the surface has a much finer crystalline structure.  
GALVASPAN® is the second largest selling brand of galvanised steel and is aimed at 
the construction market for the production of purlins and girts.  The vast majority of 
sales of this brand have a zinc coating mass of 350 g/m2.  ZINCHITEN® is a 
structural product that can have the same structural properties, but is typically sold 
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with a lower coating mass.  GALVAFORM® is a brand specially developed for the 
automotive sector and DECKFORM® was developed specifically for the steel 
decking market. 

ZINCALUME® and TRUECORE® are the main brands of aluminium zinc coated 
steel.  ZINCALUME® is the largest selling brand.  TRUECORE® may have the same 
structural properties but it is targeted to the house framing market.  It is produced in 
limited sizes to suit the framing market and is coated with a blue tinted resin. 

Product information about major brands is at non-confidential attachment GEN 15. 

About [%] of galvanised steel sales are made directly to the domestic building 
product manufacturing industry.  These customers roll form the steel into building 
products such as structural sections for commercial buildings, garages and sheds.  
The building product manufacturers then distribute the manufactured products to 
builders.  If these customers require slit coils it is supplied from the service centres.  
Typically delivery is made four to five weeks after the order is placed, but there are 
many common sizes that may be delivered within two or three days.  Smaller 
quantities are sold directly to customers in the automotive (car and component 
manufacturers), manufacturing and pipe and tube sectors.  The balance is sold 
through distributors such as [company] and [company]. 

About [%] of aluminium zinc coated steel sales are made directly to the domestic 
building product manufacturing industry.  These customers roll form the steel into 
building products such as building cladding.  The building product manufacturers then 
distribute the manufactured products to builders.  Most of the balance is sold through 
distributors such as [company] and [company] (only a very smal volume is sold into 
other market sectors). 

Distributors and resellers may offer a range of services such as smaller parcels of 
product, along with credit facilities and further processing (such as sheeting, slitting 
and blanking).  Distributors normally purchase imports or BlueScope’s products, but 
some purchase from both sources. 

Both BlueScope and importers of coated steel compete in all states and territories in 
Australia and across each segment via the same distribution channels in order to sell 
product into the market. 
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7 SALES 

7.1 Domestic sales 

BlueScope sells galvanised and aluminium zinc coated steel to the building and 
construction, general manufacturing, distribution, and automotive markets in 
Australia.  Its products and the prices are defined by grade (or model), thickness, 
width and coating mass. 

During the verification of sales data to the financial statements (refer to section 7.6) 
the appendices for each application (A2, A3, A4 and A6) for 2011-12 was reconciled 
to the COGNOS data which was subsequently reconciled to the audited financial 
statements. 

BlueScope divided sales into four thickness ranges in the revised Appendix A4 
spreadsheets for each type of coated steel; 

• less than or equal to 0.40 mm;  
• greater than 0.40 mm to less than or equal to 0.60 mm;  
• greater than 0.60 mm to less than or equal to 1.0 mm; and 
• greater than 1.0 mm. 
 
BlueScope divided sales into three width ranges: 

• less than or equal to 600 mm; 
• greater than 600 mm to less than or equal to 1220 mm; and 
• greater than 1220 mm. 
 
BlueScope also included in each sales listing the model and grade (commercial, 
forming or structural) of each sale.  The model name indicated firstly the name of the 
product (for example, proprietary brands such as GALVABOND© for galvanised steel 
and ZINCALUME© for aluminium zinc coated steel).  The product grade is indicated 
by codes such as G2, G350 and G550.  The sales listings also identified the coating 
mass.  BlueScope explained that a letter indicated the type of coating (for example, 
‘Z’ indicating zinc and ‘AZ’ indicating aluminium zinc) and a numeric code indicating 
the mass of the coating expressed as a guaranteed minimum grams per square 
metre (for example, ‘Z450’ denotes a guaranteed minimum of 450 grams of zinc per 
square metre of steel).   

BlueScope considered that the model, grade and coating mass, along with width, 
thickness finish and pack size, were the main price determinates. 

7.2 Pricing 

BlueScope described itself as a price-taker rather than a price setter in the Australian 
metal coated steel markets.  Prices for all coated steel are set using a methodology 
BlueScope refers to as import parity pricing (IPP).  IPP takes into [pricing strategy 
and process] 
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BlueScope maintains customer-specific price lists, and provided examples with its 
application.  As a result of the discounts and rebates structure in place, prices paid 
by customers are typically lower than the list price. 

BlueScope provided a copy of its March 2012 distributor price schedule (confidential 
attachment DOM 1).  This price list was issued in March 2012 and applied to 
deliveries in June 2012 and identifies prices for common brand specifications (for 
example, GALVABOND®G2 Z275) for a number of variations such as base metal 
thickness and width.  The price list also identifies extra prices for variations in factors 
such as grade and coating mass. 

7.3 Rebates and discounts 

BlueScope explained that it offered a range of rebates to its customers.  These were 
generally classified as either [type] or [type] rebates. Rebates are a normal part of 
BlueScope’s pricing mechanisms and [pricing strategy and process]  

In addition to rebates, BlueScope offered what was referred to as an ‘early payment’ 
discount.  This was generally between [%] applicable when customers paid by the 
due date.  

7.4 Ordering, manufacture and delivery 

Orders are generally filled within three to four weeks, with the exception of orders of 
common sizes received from roll forming customers, which may be delivered  
[timing].  BlueScope has an electronic ordering system named ‘Steel Connect’ to 
which customers have direct access to place orders.  Steel Connect feeds order 
information into the computer system which plans production at the steelworks. 

BlueScope sells its products on a free-into-store basis. Freight and delivery are 
organised (at the Port Kembla steelworks) by the logistics branch, which invoices the 
steelworks. 

BlueScope explained that the vast majority of its product is made to order.  A small 
volume of product, known as ‘surplus’ product (which is that overproduced for an 
order) is sold monthly in an auction-style at considerably lower prices.  BlueScope 
confirmed that these sales were included in the Appendices A4. 

7.5 Sales to the related parties 

BlueScope explained that BlueScope Distribution centres and BlueScope Lysaght 
businesses purchase [amount] volumes of both types of coated steel.  Distributors 
typically sell small parcels to their customers, while larger customers buy direct from 
BlueScope. 

BlueScope explained that the selling prices to related entities such as BlueScope 
Distribution and BlueScope Lysaght were comparable to those offered to major 
unrelated customers.  We examined the sales data provided and found that selling 
prices for both types of coated steel were similar for related and unrelated parties. 
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7.6 Verification to financial accounts 

We sought to reconcile the sales data provided in both applications to BlueScope’s 
2011-12 audited financial accounts to ensure completeness.  Note 51 to BlueScope’s 
consolidated accounts is a statement of comprehensive income for the parent entity 
and identified revenue of 2,468.4 million.  BlueScope identified Hyperion revenue for 
coated sales [$] and revenue from other sources which reconciled to total revenue.  
The main other sources were Lysaght sales revenue [$], which is revenue from the 
sale of roll formed steel, corporate revenue [$] which is primarily intercompany 
interest and guarantee fees and eliminations [$]. 

The Coated Products Division identified revenue of [$].  The difference from the 
coated sales revenue above is sundry revenue less items reclassified from revenue.  
The trial balance for the Coated Products Division (SAP account 1310) reconciles to 
this revenue figure after excluding export commissions which are included as a cost 
in the Coated Products Division profit and loss statement.  Refer to confidential 
attachment DOM 2. 

BlueScope’s day to day accounting is done in various systems such as an invoicing 
and settlement discounts system , debtor management, rebate model, manufacturing 
costs and freight model systems.  These systems feed into the COGNOS database, 
which lists the line-by-line domestic and export sales revenue and all associated 
costs for all products.  The totals in the database differ from the totals in the trial 
balance in SAP, which reconcile with the audited financial statements.  BlueScope 
explained that this was because the COGNOS database did not take into account 
any accounting adjustments that occurred, such as accruals or changes to transfer 
pricing. 

COGNOS identifies gross revenue (which is the invoice value), rebates, discounts 
and commissions (which only apply to export sales).  BlueScope downloaded 
COGNOS into an Excel spreadsheet for each quarter during the investigation period.  
It expressed the difference between COGNOS and SAP as dollars per tonne and 
adjusted the revenue components for each line in new columns that reconcile to 
SAP.  It added a new column for other charges, which is the difference between 
gross revenue in SAP and COGNOS, plus sales deductions and allowances that 
were entered into SAP, but not COGNOS.  The differences between SAP and 
COGNOS for gross domestic income was [$] per tonne, domestic rebates was [$]per 
tonne, discounts was [$]per tonne and other charges were [$]per tonne.  Given that 
the average selling price for the Coated Products Division was approximately [$]per 
tonne, we consider that the adjusted COGNOS sales values are suitable for our 
analysis. 

We are satisfied that the revised COGNOS data reconciles to the audited financial 
statements. 

Each Appendix A4 was created using the revised COGNOS data.  However, gross 
revenue was that in COGNOS to ensure that selected sales invoices reconciled to 
Appendix A4.  As noted above, the difference between SAP and COGNOS gross 
revenue was included in other charges.  Rebates and discounts were the revised 
data from COGNOS. 
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BlueScope also provided all COGNOS datasets for the period 2007-08 to 2011-12 
and trial balance to COGNOS reconciliation files for the same period.  We verified 
that the COGNOS data collected during the visit did not change.  We reconciled 
domestic sales for galvanised steel and aluminium zinc coated steel from the 
Appendix A4 for each product group to the COGNOS data.  The reconciliation is 
summarised at confidential attachment DOM 3. 

7.7 Verification to source documents 

Prior to the visit, eight sales from Appendix A4 for galvanised steel were selected for 
verification: 
 

No. Customer name Product model Invoice number Invoice 
date 

1     
2     
3     
4     
5     
6     
7     
8     
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Nine sales from Appendix A4 for aluminium zinc coated steel were selected for 
verification: 

No. Customer name Product model Invoice number Invoice 
date 

1     
2     
3     
4     
5     
6     
7     
8     
9     

 
For each sale BlueScope provided: 

• the online order submitted by the customer through BlueScope’s online 
ordering system; 

• the commercial tax invoice; 
• proof of payment reconciling to the commercial tax invoice; and 
• a credit adjustment note for each customer recieving a discount for early 

payment. 
 
We reconciled each sale to Appendix A4.  These documents are at confidential 
attachment DOM 4. 
 
Some product in the third selected sale of galvanised steel had a unit invoice value of 
[$] per tonne.  BlueScope explained that this sale was not of product, but a slitting fee 
for product the customer had purchased in a separate transaction.  It explained that 
this should be classified as [type] rather than ‘galvanised’ in COGNOS. 

Following the visit, BlueScope provided copies of rebate schedule for three selected 
zinc aluminium coated steel customers and two selected galvanised steel customers.  
BlueScope also provided a customer ledger showing accrual of rebates credited to 
that customer’s account.  We collected copies of internal credit adjustment notes for 
each of the selected customers that tied back to the verified sales invoices and to 
COGNOS.  As discussed above, Appendix A4 reconciles to SAP, using an adjusting 
amount per tonne for each quarter to take account of additional rebates not in 
COGNOS.  Accordingly, the rebate credit notes we received did not precisely align 
with Appendix A4 because of the abovementioned quarterly adjustment.  The 
additional documents relating to the selected sales are at confidential attachment 
DOM 5. 
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7.7.1 Freight costs 

We verified the freight costs for each selected sale.  The freight cost comprised up to 
three components: 

• outward freight from the plant to either the customer or to a service centre; 
• a warehousing charge for the service centre; and 
• freight from the service centre to the customer, where applicable. 
 
BlueScope explained that the outward freight from the plant was allocated in the 
COGNOS database using a rate card.  The rate cards contain information relating to 
the cost of freight using a standard costs model taking into account the type of 
transport (for example rail or truck) and destination.  BlueScope advised that the 
freight rate is reviewed monthly.  BlueScope explained that the freight rate card 
referred to freight of finished coated steel directly to customer.  Freight from the 
service centre to the customer and warehousing costs are amalgamated in each 
service centre’s works, freight and process costs.  This part of freight was also 
isolated and added to the freight line in each Appendix A6.  The freight cost reflects 
COGNOS records, which show the amount for standard, rather than actual costs, 
with an adjustment to reflect actual costs made in SAP when preparing the trial 
balance.  Each of these steps were observed at the verification, and although it was 
not possible to reconcile actual freight costs to sales at a line-by-line level of detail, 
we are satisfied that the costs recording systems for freight are robust.  Documents 
supporting freight costs for the selected sales is at confidential attachment DOM 6. 

7.7.2 Packing costs 

Packing costs are similarly calculated using standard cost models.  The packing 
costs are specific to the product model and destination, with BlueScope indicating 
there are some [number] packing model cost combinations.  Packing costs are also 
included in manufacturing costs in BlueScope’s financial systems but had been 
isolated for the purposes of compiling each Appendix A6. 

7.8 Conclusion 

We have verified the sales information provided by BlueScope in the Appendix A4 for 
each type of coated steel.  We are satisfied the data is relevant and accurate, and 
suitable for the purposes of injury analysis. 

 



PUBLIC RECORD VERSION 

Page 27 

8 COST TO MAKE AND SELL 

8.1 Approach to verification 

As noted in section 7, BlueScope provided revised data following our visit.  
BlueScope provided an Appendix A6 for each type of coated steel identifying revenue 
and costs during the investigation period.  It provided electronic copies of the Coated 
Products Division trial balance and COGNOS database for each quarter of 2011-12.  
During the verification of sales we verified this trial balance to the audited accounts 
for BlueScope.  The parent entity details in the audited accounts do not separately 
identify the cost of goods sold and we sought to reconcile the costs in each Appendix 
A6 to the trial balance for the Coated Products Division.  We have previously verified 
net revenue in each Appendix A6. 

8.2 Production volumes 

BlueScope stated that its reported production was total sales of coated steel.  It 
explained that it considered sales to be an appropriate measure of production as 
goods were made to order.  Sale tonnes are captured from an order tracking 
inventory system.  Sales include numerous products to both export and domestic 
customers.  We verified that the sales volume of the two types of coated steel to 
domestic customers in the COGNOS database in each quarter matched production 
reported in Appendix A6. 

We noted that there were higher production costs in 2008-09.  BlueScope explained 
that this was due to a fall in production volumes in this period due to the effect of the 
global financial crisis. 

8.3 Cost to make 

8.3.1 Verification to financial statements 

BlueScope advised that the manufacturing cost reported in SAP is total costs less 
freight, scrap income and selling, general and administration (SG&A) expenses.  
Costs for individual models cannot be identified in SAP.  In August 2011, BlueScope 
announced a major restructure of its Australian operations that resulted in significant 
additional costs in 2011-12.  These costs included assets written off and the cost to 
achieve the reorganisation.  The revised data submitted by BlueScope excluded 
these costs.  We examined the costs excluded and are satisfied that they relate to 
the restructure.  We consider that it is necessary to exclude the restructure costs so 
that cost trends will not be distorted by the restructure. 

In COGNOS standard manufacturing costs are captured for each invoice line from a 
management accounting system.  Costs are identified for each product by grade, 
dimension, coating mass and other variables.  The full cost of manufacture in 
COGNOS includes these standard costs.  Freight to the customer is obtained from a 
freight module and is separately reported in COGNOS.  However, freight to the 
service centres and warehousing are included in the COGNOS full cost of 
manufacture.  BlueScope separately reported freight and warehousing in SG&A 
expenses and it deducted these costs from the full cost of manufacture.  As noted in 
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section 8.3.2, HRC was invoiced to the Coated Products Division at cost, as recorded 
by Cognos.  In SAP this price was changed to reflect a monthly market price based 
on sales to unrelated customers in the [sector].  This adjustment is not reported in 
COGNOS.  BlueScope therefore adjusted the full cost of manufacture to include the 
transfer price adjustment. 

SAP picks up manufacturing costs at a high level and costs for individual products 
cannot be identified.  Variances are accounted for as actual costs are entered into 
SAP.  The adjusted COGNOS costs were further adjusted to reflect the difference 
between the manufacturing costs from SAP.  This adjustment in effect reflects the 
variances between standard and actual costs.  The variance in the September 
quarter 2011 was less than [%], in the December quarter 2011 was [%], in the March 
quarter 2012 was [%] and in the June quarter 2012 was [%].  BlueScope stated that 
the June variance was largely driven by lower production volumes required to 
achieve closing inventory targets.  We consider the adjusted COGNOS costs reflect 
BlueScope’s actual cost of production. 

Using pivot tables, we reconciled the adjusted COGNOS costs to the cost to make in 
Appendix A6 for each product group.  BlueScope excluded packing costs from the 
cost to make and included them in SG&A expenses.  As noted above, freight to the 
service centres and warehousing was deducted from the full cost of manufacture and 
combined with the freight to the customer separately reported in COGNOS.  These 
costs were included in SG&A expenses.  The COGNOS database also included 
SG&A expenses (not including freight and warehousing costs).  Freight, 
warehousing, packing costs and SG&A expenses were adjusted by reference to SAP 
data in the same manner as the adjusted cost of manufacture.  We reconciled these 
costs to SG&A expenses in the Appendix A6 for each product group.  Summaries of 
the reconciliation are at confidential attachment COSTS 1. 

As noted above, the parent entity details in the audited accounts do not separately 
identify the cost of goods sold and we sought to reconcile the costs in each Appendix 
A6 to the trial balance for the Coated Products Division, which we had reconciled to 
the audited financial statements.  We are satisfied that the cost to make and sell in 
Appendix A6 for each product group reconcile to the trial balance for the Coated 
Products Division. 

8.3.2 Verification to source documents 

As noted above, BlueScope uses standard costs that are captured from a product 
costing model that feeds into COGNOS.  Examples of the standard cost for models 
of galvanised and aluminium coated steel are at confidential attachment COSTS 2.  
These standard costs identify detailed costs through every process, including 
material costs, processing costs and losses.  BlueScope advised that there is a 
standard cost for each coating mass, thickness and width for each model.  
BlueScope stated that there are [number] of different product costs.  Freight and 
packing costs are captured from separate systems that feed into COGNOS.  These 
costs are used to value inventory during the various stages of production. 

HRC is sourced from a related company, BlueScope Steel (AIS) Pty Ltd.  BlueScope 
is invoiced at cost for HRC, but this price is later adjusted to a market price using 
HRC sales of base grade product to external customers in the [sector].  This 
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adjustment is referred to a transfer pricing adjustment.  BlueScope considers these 
sales are the most comparable because of volumes involved and the like 
specifications.  The costing model identifies the base cost, extras for grade and 
dimensions and inward handling costs. 

The Appendix A6 identifies feed costs which is the works feed cost from COGNOS 
after the transfer price adjustment.  BlueScope advised that the works feed cost is a 
standard cost based on an estimate of the HRC feed cost to BlueScope plus any 
inwards handling costs and dimension / grade extras.  The selling prices of HRC to 
the Coated Products Division were verified during the current HRC investigation.  
However, BlueScope advised that there is always a difference between the invoice 
price and the feed cost because of the estimate of feed costs and inwards handling 
charges.  Comparisons of COGNOS feed costs and invoiced prices are summarised 
in the following table/ 

 Feed cost Invoice price 
September quarter 2011   
December quarter 2011   
March quarter 2012   

 
Given that feed costs are estimated, that there are additional charges and that other 
factors may influence the comparison (such as timing differences - coil invoiced may 
not be put into production immediately), we consider that the feed costs in COGNOS 
are a reflection of the invoiced price of HRC. 

HRC, coating costs and freight account for more than [%] of the cost to make coated 
steel.  In the standard costing system, coated metals, freight and exchange rates are 
adjusted [timing], scrap quarterly and processing costs [timing]. 

The first process in the production process is the pickled and oil line and the cold 
rolling line.  In the Springhill plant this is a combined process, but in Western Port 
plant they are two separate processes.  The main costs are processing costs, but 
there are some metal losses which are partly offset by scrap credits.  We did not 
further investigate these costs. 

The product at this stage is referred to as cold rolled fully hard.  The next process is 
the metal coating line where the HRC is passed through the metal baths to achieve 
the coating of the required thickness and processed to achieve the required physical 
properties required by the customer.  The largest cost component in this production 
stage is the metal coating cost.  These costs are estimated using data from the 
London Metal Exchange and exchange rates.  We sought to test the reasonableness 
of standard metal costs by reference to actual purchases during 2011-12.  Copies of 
invoices for purchases of aluminium and zinc are at confidential attachment 
COSTS 3.  The standard costs of aluminium and zinc at confidential attachment 
COSTS 2 were [$] and [$] respectively in April 2012.  A premium was added to this 
cost and it was converted to Australian dollars using an exchange rate of [number].  
The standard costs reflected the price paid for aluminium and zinc in April 2012. 

The cost of aluminium and zinc in the standard costs is calculated by reference to the 
required coating mass, the thickness of the particular product and the mass of bare 
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steel per cubic metre.  BlueScope stated that it used thicknesses groups to reduce 
the number of product groups.  For example, costs for thicknesses in the range of 
[number] mm to [number] mm are calculated using a thickness of [number] .  Further, 
to guarantee the stated coating mass the standard cost is calculated using a higher 
coating mass.  For example, to guarantee a zinc coating mass of 275 gram per 
square metre, BlueScope calculates the standard cost using [number]  gram per 
square metre. 

8.4 SG&A expenses 

BlueScope used SG&A expenses from COGNOS, adjusted for difference from SAP.  
For domestic sales it applied [%] to selling expenses, [%] to administrative expenses 
and [%] to finance expenses.  We verified that the SG&A expenses, as a percentage 
of net revenue, were similar to this ratio for the company overall. 

BlueScope also included delivery, warehousing and packing expenses.  We verified 
the allocation of these expenses when verifying the cost to make. 

We have accepted the SG&A expenses presented by BlueScope. 

8.5 Conclusion 

We have verified the cost information provided by BlueScope and we are satisfied 
the data is relevant and accurate, and suitable for the purposes of injury analysis.  An 
annual summary of each appendix A6 data is at confidential appendix 1. 
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9 ECONOMIC CONDITION OF THE INDUSTRY 

9.1 Galvanised steel 

9.1.1 Introduction 

BlueScope estimates that injury from exports of galvanised steel from China, Korea 
and Taiwan commenced to impact profit and profitability in 2010-11.  It achieved a 
recovery in its domestic sales of galvanised steel in 2009-10 following the global 
financial crisis and commenced to lose sales volume and market share in 2010-11, 
impacting profit and profitability.  BlueScope claimed it has suffered injury in the form 
of: 

• loss of sales volume; 
• reduced market share; 
• reduced revenues; 
• price undercutting; 
• price depression; 
• price suppression; 
• reduced profits; 
• reduced profitability; 
• reduced return on investment; 
• reduced ability to raise capital for re-investment; and 
• reduced employment. 
 
9.1.2 Volume effects 

Sales volume 

BlueScope’s sales volume over the injury analysis period is illustrated in the following 
chart. 
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BlueScope’s sales volume fell in 2008-09, rose in 2009-10, fell in 2010-11 and fell 
again in 2011-12.  The volume achieved in 2011-12 was lower than in 2007-08.  We 
consider that BlueScope has suffered injury in the form of reduced sales volume. 

Market shares 

We have estimated market shares using data from Customs and Border Protection’s 
import database and information verified during the visit.  Movements in market 
shares are illustrated in the following chart. 

 

BlueScope’s market share has fallen since 2009-10.  We consider that BlueScope 
has suffered injury in the form of reduced market share. 

9.1.3 Price effects 

Price undercutting 

Price undercutting occurs when imported product is sold at a price below that of the 
Australian manufactured product.  BlueScope’s claim of price undercutting will be 
assessed when visits to importers are completed. 

Price depression  

Price depression occurs when there is a reduction in prices.  Movements in 
BlueScope’s prices are illustrated in the following chart. 
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BlueScope’s prices rose in 2008-09,  fell in 2009-10, rose marginally in 2010-11 and 
fell marginally in 2011-12.  BlueScope’s prices in 2011-12 were marginally lower than 
in 2007-08, but were much lower than prices in 2008-09.  We consider that 
BlueScope has suffered injury in the form of price depression. 

Price Suppression 

Price suppression occurs when price increases for the applicant’s product, which 
otherwise would have occurred, have been prevented.  An indicator of price 
suppression may be the margin between revenues and costs.  The relationship 
between unit and total revenues and costs are illustrated in the following charts. 

 

Total revenue and costs were similar from 2007-08 to 2010-11, with both revenue 
and costs falling each year.  In 2011-12, total revenue fell while costs rose; total 
costs were higher than total revenue. 
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Unit revenue and costs were also similar from 2007-08 to 2010-11.  Unit revenue and 
costs rose in 2008-09, fell in 2009-10 and rose marginally in 2010-11.  In 2011-12, 
unit revenue fell while costs rose; unit costs were higher than unit revenue. 

We consider that BlueScope has suffered injury in the form of price suppression. 

9.1.4 Profits and profitability 

BlueScope’s profits and profitability are illustrated in the following chart.  Profitability 
is profits expressed as a percentage of revenue. 

 

BlueScope’s profits and profitability fluctuated from 2007-08 to 2010-11, but fell 
significantly in 2011-12.  We consider that BlueScope has suffered injury in the form 
of reduced profits and profitability. 
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9.2 Aluminium zinc coated steel 

9.2.1 Introduction 

BlueScope claimed that material injury in respect of aluminium zinc coated steel 
commenced in 2010-11 and has been exacerbated in 2011-12.  It claimed it has 
suffered injury in the form of: 

• loss of sales volume; 
• reduced market share; 
• reduced revenues; 
• price undercutting; 
• price depression; 
• price suppression; 
• reduced profits; 
• reduced profitability; 
• reduced return on investment; 
• reduced ability to raise capital for re-investment; and 
• reduced employment. 
 
9.2.2 Volume effects 

Sales volume 

BlueScope’s sales volume over the injury analysis period is illustrated in the following 
chart. 

 

BlueScope’s sales volume fell in 2008-09, rose marginally in 2009-10, fell in 2010-11 
and fell again in 2011-12.  The volume achieved in 2011-12 was lower than in 
2007-08.  We consider that BlueScope has suffered injury in the form of reduced 
sales volume. 
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Market shares 

We have estimated market shares using data from Customs and Border Protection’s 
import database and information verified during the visit.  Movements in market 
shares are illustrated in the following chart. 

 

BlueScope’s market share fell in 2009-10, but has remained stable since. 

9.2.3 Price effects 

Price undercutting 

Price undercutting occurs when imported product is sold at a price below that of the 
Australian manufactured product.  BlueScope’s claim of price undercutting will be 
assessed when visits to importers are completed. 

Price depression  

Price depression occurs when there is a reduction in prices.  Movements in 
BlueScope’s prices are illustrated in the following chart. 
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BlueScope’s prices rose in 2008-09, but has fallen since 2009-10.  BlueScope’s 
prices in 2011-12 were lower than in 2007-08.  We consider that BlueScope has 
suffered injury in the form of price depression. 

Price Suppression 

Price suppression occurs when price increases for the applicant’s product, which 
otherwise would have occurred, have been prevented.  An indicator of price 
suppression may be the margin between revenues and costs.  The relationship 
between unit and total revenues and costs are illustrated in the following charts. 

 

Total revenue exceeded total costs from 2007-08 to 2009-10.  Since 2009-10 both 
total revenue and total costs have fallen, but total revenue has fallen at a greater 
rate.  Total costs now exceed total revenue. 
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Unit revenue exceeded unit cost from 2007-08 to 2009-10.  Since 2009-10 unit cost 
has risen and unit revenue has fallen and unit cost now exceed unit revenue. 

We consider that BlueScope has suffered injury in the form of price suppression. 

9.2.4 Profits and profitability 

BlueScope’s profits and profitability are illustrated in the following chart.  Profitability 
is profits expressed as a percentage of revenue. 

 

BlueScope’s profits and profitability fluctuated from 2007-08 to 2010-11, but fell 
significantly in 2011-12.  We consider that BlueScope has suffered injury in the form 
of reduced profits and profitability. 

9.3 Other economic factors 

BlueScope completed an Appendix A7 for both galvanised steel and aluminium zinc 
steel from 2008-09 to 2011-12. 
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Assets 

The value of assets in the production of galvanised steel fell each year.  BlueScope 
stated that the main drivers are annual impairment charges and, in 2011-12, the 
effect of the closure of the coating line. 

The value of assets used in the production of aluminium zinc steel increased 
significantly in 2010-11 followed by a decrease in 2011-12.  BlueScope stated that 
the increase was due to costs associated with [name and description].  BlueScope 
stated that the development of [name and description]. BlueScope advised that it had 
obtained funding approval for [name and description] in [timing]  

[name and description] and [timing]  

(confidential attachment INJ 1).  

Capital investment 

Capital investment in both galvanised steel and aluminium zinc steel followed similar 
trends, with a decrease in 2009-10, an increase in 2010-11 and a decrease in 2011-
12.  In view of the 2011 restructure we are unable to draw any meaningful 
conclusions about capital investment. 

Research and development (R&D) expenditure 

R&D expenditure for both galvanised steel and aluminium zinc steel was relatively 
stable throughout the period examined.  We asked BlueScope [name and 
description] and BlueScope advised that the majority of costs associated [name]  
were capitalised. 

Revenue 

Revenue fell from each type of coated steel each year during the period examined. 

Return on income 

Return on income, measured as earnings before interest and tax over total assets, 
for both products fell consistently and significantly over the period 2009-10 to 2011-
12.  Aluminium zinc steel showed negative returns in 2011-12, while galvanised steel 
showed negative returns over the three year period 2009-10 to 2011-12.   

Capacity 

Capacity in relation to zinc aluminium steel has fallen consistently over the period 
examined.  Capacity in relation to galvanised steel increased in 2010-11 but fell in 
2011-12.  BlueScope explained that the reductions associated with both products are 
associated with both the closure of the coating line as well as reductions in the 
number of operating shifts for the remaining lines. 
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Capacity utilisation 

Capacity utilisation fell in 2011-12, despite the reduction in capacity associated with 
the restructure.   

Employment 

Employment followed similar trends to capacity, with zinc aluminium steel showing a 
more marked reduction in employment in 2011-12, associated with the closure of the 
coating line. 

Productivity 

Productivity in relation to galvanised steel remained relatively stable over the period 
2009-10 to 2011-12, while productivity in relation to zinc aluminium steel increased in 
2011-12. 

Stocks 

Stock levels for both products fluctuated throughout the period examined, however as 
BlueScope generally manufacture to order the stock level is not indicative of any 
underlying injury associated with dumping. 

Wages 

The wage bill for both products decreased during 2011-12, associated with the 
reduction in employment. 

9.4 Conclusion 

The data indicates that BlueScope suffered injury through: 

• loss of sales volume; 
• reduced revenues; 
• price undercutting; 
• price depression; 
• price suppression; 
• reduced profits; 
• reduced profitability; 
• reduced return on investment; 
• reduced ability to raise capital for re-investment; and 
• loss of employment. 
 
Injury in the form of price undercutting will be assessed when visits to importers are 
completed. 
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10 CAUSATION 

10.1 Pricing 

BlueScope explained that its pricing is based on import parity pricing and therefore, 
the price of imports is a key determinant of its selling price and directly causes price 
injury resulting in lost revenue and profits.  

BlueScope explained that the price of imported coated steel was generally released 
into the market three months before the date by which the purchased goods would 
eventually be imported.  Following the visit BlueScope provided several examples of 
the import offers that were made available to importers during the investigation 
period (confidential attachment INJ 2). 

BlueScope explained that it used market intelligence to gather information regarding 
the current price offers. It consolidated these offers 9including offers for dumped 
coated steel from China, Korea and Taiwan) and determined a benchmark import 
parity price. It then based its price on the benchmark with a premium based on the 
extra value it offered as a local producer [strategy]. BlueScope advised that this 
premium was in the range of [% range] for galvanised products during the 
investigation period, but had been higher historically.  Higher premiums can be 
applied to the ZINCALUME® branded product, but lower premiums apply in the 
distribution segment. 

BlueScope does not always benchmark to the lowest offered price but takes into 
consideration [pricing strategy] 

BlueScope explained that it then provided its offers for the same delivery time as 
imports, [timing] weeks after the price of imports were released. This might be 
followed by a period of price negotiation between itself and its customers.  Orders 
would subsequently be placed four to six weeks prior to delivery.  

BlueScope provided us with a copy of a IPP workings spreadsheet where it collected 
market intelligence and calculated benchmark prices for both galvanised and 
aluminium zinc coated steel (confidential attachment INJ 3). As noted above, 
BlueScope previously provided us with several copies of import offers in the 
application. BlueScope explained that while it sought to get hard copy evidence of 
prices in the market, in many instances it could only [process]. In these cases 
BlueScope would ensure that the information received was consistent with what it 
heard from other sources. BlueScope informed us that it did not benchmark against 
verbal prices. 

BlueScope stated that factors other than import prices are taken into consideration 
when determining price, for example manufacturing costs and margins, however 
maintaining market share and volume is the key determinant so as to at least cover 
fixed costs. 
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10.2 Other possible causes of injury 

BlueScope noted that the coated steel markets have not recovered to their position 
prior to the global financial crisis and building activity is still suppressed.  It also noted 
that the strength of the Australian dollar has some impact on the attractiveness of 
import offers.  However, despite these observations, BlueScope noted that neither of 
these factors displaces the impact of having to compete with dumped import prices. 
Given its import parity pricing policy dumped import prices have a direct and 
identifiable impact on BlueScope’s prices. 

10.3 Conclusion 

We consider that it is difficult to draw conclusions solely from an examination of 
BlueScope’s claims.  The issue of causation will be assessed and discussed in the 
statement of essential facts, or if appropriate, in a preliminary affirmative 
determination. 
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11 UNSUPPRESSED SELLING PRICE 

Unsuppressed selling price and non-injurious price issues are examined at an early 
stage of an investigation and, where possible and appropriate, preliminary 
examinations are made during the application consideration period for the purpose of 
assessing injury and causal link and therefore the appearance of reasonable grounds 
for the publication of a dumping duty notice. 

Customs and Border Protection generally derives the non-injurious price by first 
establishing a price at which the applicant might reasonably sell its product in a 
market unaffected by dumping.  This price is referred to as the unsuppressed selling 
price. 

Customs and Border Protection’s preferred approach to establishing unsuppressed 
selling prices observes the following hierarchy: 

• industry selling prices at a time unaffected by dumping; 
• constructed industry prices – industry cost to make and sell plus profit; or 
• selling prices of un-dumped imports. 
 
Having calculated the unsuppressed selling price, Customs and Border Protection 
then calculates a non-injurious price by deducting the costs incurred in getting the 
goods from the export free on board point (or another point if appropriate) to the 
relevant level of trade in Australia.  The deductions normally include overseas freight, 
insurance, into-store costs and amounts for importer expenses and profit. 

BlueScope advised that it will provide a further submission on the unsuppressed 
selling price and injury in due course.  
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12 LIST OF ATTACHMENTS 

Confidential Appendix 1 Annual summary of Appendix A6 data 
Confidential Attachment GEN 1 BlueScope’s global interests 
Confidential Attachment GEN 2 BlueScope’s management structure 
Confidential Attachment GEN 3 Summary of Coated Products Division financial 

structure 
Attachment GEN 4 General information on metallic coated steel 
Attachment GEN 5 Illustration of the roll-forming process 
Attachment GEN 6 Technical bulletin describing the benefits of zinc 

coatings on steel 
Confidential Attachment GEN 7 Details of TCOs 
Confidential Attachment GEN 8 Conversion table that showed the coating mass for a 

range of BMT and TCT thicknesses 
Attachment GEN 9 Benefits of aluminium zinc coatings on steel 
Confidential Attachment GEN 10 Australian Standadrd AS 1397-2011 and Japanese 

Standards JIS G 3302 and JIS G 3321 
Attachment GEN 11 Technical bulletin with a builders guide to Australian 

steel sheet and strip standards 
Confidential Attachment GEN 12 Comparison of international standards and grades 
Attachment GEN 13 Production process 
Confidential Attachment GEN 14 Capabilities of BlueScope’s plants 
Attachment GEN 15 Product information about major brands 
Confidential Attachment DOM 1 March 2012 distributor price schedule 
Confidential Attachment DOM 2 Coated Products Division reconciliation 
Confidential Attachment DOM 3 Reconciliation of COGNOS data and appendices 
Confidential Attachment DOM 4 Documents supporting selected shipments 
Confidential Attachment DOM 5 Documents supporting rebates 
Confidential Attachment DOM 6  
Confidential Attachment COSTS 1 Summaries of the reconciliation of COGNOS and SAP 
Confidential Attachment COSTS 2 Examples of the standard costs 
Confidential Attachment COSTS 3 Invoices for purchases of aluminium and zinc 
Confidential Attachment INJ 1 Evidence supporting postponement of major project 
Confidential Attachment INJ 2 Examples of the import offers 
Confidential Attachment INJ 3 IPP spreadsheet 
 






























































































