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Ottawa, Wednesday, July 28, 1999

Review No.: RR-98-007

IN THE MATTER OF areview, under subsection 76(2) of the Special Import Measures
Act, of the findings made by the Canadian Internationa Trade Tribunal on July 29, 1994, in
Inquiry No. NQ-93-007, concerning:

CERTAIN CORROSION-RESISTANT STEEL SHEET PRODUCTS
ORIGINATING IN OR EXPORTED FROM AUSTRALIA, BRAZIL, FRANCE,
THE FEDERAL REPUBLIC OF GERMANY, JAPAN, THE REPUBLIC OF
KOREA, NEW ZEALAND, SPAIN, SWEDEN, THE UNITED KINGDOM AND
THE UNITED STATESOF AMERICA

ORDERS

The Canadian International Trade Tribunal, under the provisons of subsection 76(2) of the
Secial Import Measures Act, has conducted a review of its findings made on July 29, 1994, in Inquiry
No. NQ-93-007.

Pursuant to subsection 76(4) of the Special Import Measures Act, the Canadian Internationd Trade
Tribunal hereby continues the finding in respect of certain corroson-resstant steel sheet products originating
in or exported from Brazil, the Federd Republic of Germany, Japan and the Republic of Korea, with an
amendment to exclude corroson-resistant steel sheet products imported under tariff item No. 9959.00.00 for
use in the manufacture of passenger automobiles, buses, trucks, ambulances or hearses, or chasss therefor,
or parts, accessories or parts thereof.

Pursuant to subsection 76(4) of the Special Import Measures Act, the Canadian Internationd Trade
Tribuna hereby continues the finding in respect of certain corroson-resistant steel sheet products originating
in or exported from the United States of America, with an amendment to exclude corroson-resstant sted
sheet products imported under tariff item No. 9959.00.00 for use in the manufacture of passenger
automobiles, buses, trucks, ambulances or hearses, or chassistherefor, or parts, accessories or parts thereof.
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Pursuant to subsection 76(4) of the Special Import Measures Act, the Canadian Internationd Trade
Tribuna hereby rescinds the finding in respect of certain corroson-resistant stedl sheet products originating in
or exported from Audrdia, France, New Zedland, Spain, Sveden and the United Kingdom.
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IN THE MATTER OF areview, under subsection 76(2) of the Special Import Measures
Act, of the findings made by the Canadian Internationa Trade Tribunal on July 29, 1994, in
Inquiry No. NQ-93-007, concerning:

CERTAIN CORROSION-RESISTANT STEEL SHEET PRODUCTS
ORIGINATING IN OR EXPORTED FROM AUSTRALIA, BRAZIL, FRANCE,
THE FEDERAL REPUBLIC OF GERMANY, JAPAN, THE REPUBLIC OF
KOREA, NEW ZEALAND, SPAIN, SWEDEN, THE UNITED KINGDOM AND
THE UNITED STATESOF AMERICA

TRIBUNAL: PIERRE GOSSELIN, Presiding Member
PATRICIA M. CLOSE, Member
RICHARD LAFONTAINE, Member

STATEMENT OF REASONS

BACKGROUND

This is a review, under subsection 76(2) of the Special Import Measures Act' (SIMA), of the
findings made by the Canadian Internationd Trade Tribuna (the Tribund) on Jduly 29, 1994, in Inquiry
No. NQ-93-007,% concerning certain corrosion-resistant steel sheet products originating in or exported from:
(2) Audrdia, Brazil, France, the Federd Republic of Germany (Germany), Japan, the Republic of Korea
(Korea), New Zedland, Spain, Sweden and the United Kingdom; and (2) the United States of America
(United States).

Pursuant to subsection 76(2) of SIMA, the Tribund initiated a review of its findings and issued a
notice of review® on January 15, 1999. This notice was forwarded to al known interested parties

As pat of this review, the Tribund sent questionnaires to Canadian producers, importers,
purchasers and foreign manufacturers of certain corroson-resstant steel sheet products. From the replies to
these questionnaires and other sources, the Tribund’s research dtaff prepared public and protected
pre-hearing staff reports. Tribuna members visted the facilities of Dofasco Inc. (Dofasco) and Stelco Inc.

=

R.S.C. 1985, c. S-15, asamended by S.C. 1994, c. 47.

2. Certain Corrosion-resistant Sted Sheet Products Originating in or Exported from Australia, Brazl, France,
the Federal Republic of Germany, Japan, the Republic of Korea, New Zealand, Spain, Swveden, the United
Kingdom and the United Sates of America, Finding (July 29, 1994), Satement of Reasons (August 15, 1994)
(C.I.T.T.), Tribuna Exhibit RR-98-007-1, Adminigtrative Record, Vol. 1 at 2.

3. Canada Gazette Part |, Val. 133, No. 4, January 23, 1999, a 152.
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(Stelco) to view the production process” A report describing the visits was prepared and distributed to
counsd!.

The record of this review conggs of dl reevant documents, including the findings in Inquiry
No. NQ-93-007, the notice of review, public and confidentia replies to the questionnaires, requests for
information and replies thereto, the transcript of the proceedings, as well as the public and protected
pre-hearing staff reports prepared for the 1993 inquiry and those prepared for this review. All public exhibits
were made available to interested parties, while protected exhibits were provided only to independent
counsdl who had filed a declaration and confidentidity undertaking with the Tribundl.

Public and in camera hearings were held in Ottawa, Ontario, from May 10to 17, 1999.

The domestic producers, Dofasco, Stelco and Sorevco Inc. (Sorevco), were represented by counsel
at the hearing. Counsel submitted evidence and made arguments in support of a continuation of the findings
and agreed to an exclusion for corroson-resistant steel sheet products originating in the United States and
imported under tariff item No. 9959.00.00 for use in the manufacture of passenger automobiles, buses,
trucks, ambulances or hearses, or chassis therefor, or parts, accessories or parts thereof (hereinafter referred
to asthe “ automotive end-use exclusion”).”

Severa importers and exporters were represented by counsd at the hearing. Counsel submitted
evidence and made arguments in support of a rescisson of the findings. Automotive stampers were aso
represented by counsd a the hearing and requested a rescisson of the finding with respect to
corroson-resstant sted sheet products originating in the United States and imported for use in the
manufacture of motor vehicles or parts thereof.®

SUMMARY OF THE INJURY FINDINGSIN INQUIRY NO. NQ-93-007

On duly 29, 1994, the Tribund found that the dumping in Canada of certain corrosion-resistant steel
sheet products originating in or exported from (1) Audrdia, Brazil, France, Germany, Japan, Korea,
New Zedland, Spain, Sweden and the United Kingdom and (2) the United States had caused, was causng
and was likely to cause materid injury to the production in Canada of like goods.

The Tribund found that the domestic industry had suffered and continued to suffer price erosion and
price suppression causing materia injury, primarily in the form of financia injury on sales of like goods. The
Tribunal accepted that dumping was not the only factor at play that affected prices and that caused injury to
the domegtic production of like goods. However, the Tribuna was not convinced that the other factors,
including the recession, capacity additions by the industry, sdles of non-prime corrosion-resstant stedl sheet
products by the industry and exchange rate variations, explained the magnitude of the price eroson and
suppression that resulted in the reduced profitability experienced by the domestic industry. Consequently, the
Tribunal was persuaded that there was a clear causal link between the dumping of certain corrosion-resistant
stedl sheet products and the materia injury suffered by the domestic industry.

4. Tribund Member Guay vidted the facilities of Dofasco and Stelco with Members Gosselin and Lafontaine, but
was unable to participate in the hearing for medical reasons.

Tribuna Exhibit RR-98-007-55, Administrative Record, VVol. 1B at 30-31.

6. Transcript of Public Argument, May 17, 1999, a 230-31.

o
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The Tribuna concluded that, in the absence of injury findings, the dumping of certain
corrosion-resstant sted sheet products from the subject countries would continue to cause materia injury to
the production in Canada of like goods. The Tribund noted the availability of capacity to produce certain
corrosion-resistant stedl sheet products in many of the subject countries and the high levels of exports from
these countries. Imports of certain corroson-resistant sted sheet products increased by 25 percent in the first
quarter of 1994, compared to the first quarter of 1993. This factor, dong with evidence of persastent
undersdlling of imported products and generdly high margins of dumping, reveded a risk of continued
ingtability in the Canadian market in the absence of price discipline imposed by anti-dumping duties.

The Tribuna excluded from its injury findings corrosion-resistant sted sheet products that were not
made by the domestic producers, including products known as Tribrite, Triclear and Trichrome produced by
Triumph Indudries, A Divison of The Triumph Group Operations, Inc. of the United States, and
flash-coated corroson-resstant stedl sheet products known as Durgrip-E and Durexcdlite produced by
Nippon Sted Corporation of Jgpan. The Tribund aso excluded from its findings corroson-resstant stedl
sheet products produced by the e ectroga vanizing process for use in the manufacture of motor vehicles. This
exclusion was made on the basis that automotive parts manufacturers were not able to source these products
from Canadian mills in the required specifications for automotive uses. In addition, Continuous Colour Coat
Limited (Continuous Colour) received an exclusion for corroson-resstant steel sheet products exported
from the United States that are painted or printed by it and re-exported from Canada, provided title to such
goods as imported, further processed and re-exported from Canada remains with the US exporters and
provided such goods are not sold in Canada, but re-exported.

PRODUCTS

The products that are the subject of this review are defined as flat rolled sted sheet products of a
thickness not exceeding 0.176 in. (4.47 mm), coated or plated with zinc or an aloy wherein zinc and iron are
the predominant metals, excluding automotive-exposed qualities designed for and used in the manufacture of
outer body components for motor vehicles, hereinafter referred to as “corrosion-resstant sted sheet
products’, originating in or exported from Audtralia, Brazil, France, Germany, Japan, Korea, New Zealand,
Spain, Sweden, the United Kingdom and the United States.

The products are commonly referred to as gavanized (free zinc coating) or galvanneded (zinc-iron
dloy coating) sted sheet. The productsinclude corroson-resistant steel sheet in cut lengths and coils (wound
successvely in superimposed layers or in spiraly oscillated coils) whether the coating or plating is applied by
the hot-dip gavanizing or eectrogavanizing process.

Corroson-resstant sted sheet is usudly produced from cold-rolled carbon sted sheet and,
sometimes, from hot-rolled carbon sted sheet. However, minor additions of certain dements, such as
titanium or boron, during the steel making process enable the stedl to be classified asan aloy stedl. Therefore,
corroson-resistant sted produced from either carbon sted or aloy sted is consdered to be subject to this
review.

For greater clarity, the following products do not form part of the product definition:

- ged sheet that is coated or plated with zinc in combination with nicke, silicon or duminum;

- gavanized products that have been pre-painted or coated with other finishes, such as lacquers or
varnishes, and
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- gavanized armouring tape, which is narrow flat sted tape of 3 in. or less, that has been coated
by afind operation with zinc by ether the hot-dip gavanizing or the eectrogalvanizing process
so that dl surfaces, including the edges, are coated.

Also not forming part of the product definition are products of automotive-exposed qudities, which
are of “surface critica auto-exposed qudities’, designed for and used in the manufacture of outer body
components for motor vehicles. However, corrosion-resistant sted sheet products for use in unexposed
automotive applications, such asinner door and tailgate panels, floors and inner trunk lids, areincluded in the
product definition.

DOMESTIC PRODUCERS

Five companies produce corroson-resstant sted sheet products in Canada. Dofasco, Stelco,
Sorevco and National Steel Corporation (National Sted) were represented by counsd a the hearing.’
Continuous Colour did not attend the hearing.

Dofasco, located in Hamilton, Ontario, was incorporated in 1917 and is one of Canadd's largest
integrated steel producers. Dofasco’s facilities produce hot-rolled, cold-rolled, galvanized, gavannealed,
Galvaume®,? tinplate, chromium-coated and pre-painted flat rolled steel, as well as tubular products.
Dofasco produces corroson-resstant stee sheet products on five lines in Hamilton, one of which is the
DoSol Galva Limited Partnership line (DSG line), and on the DNN Gavanizing Limited Partnership line
(DNN line) in Windsor, Ontario. The DNN line, which began operations in January 1993, is ajoint venture
owned by Dofasco (50 percent), NKK Corporation of Japan (40 percent) and Nationa Steel (10 percent).
The DNN line functions as a tolling operation, coating, for a fee, sted subdtrate provided by its owners.
Dofasco is entitled to 50 percent of the available line time of the facility. The DSG line, which was expected
to begin operations in June 1999, is a limited partnership owned by Dofasco (80 percent) and Sollac, Aciers
d Usinor (Sollac) (20 percent). The DSG line is designed to manufacture products suitable for exposed and
unexposed automotive gpplications, as well as for the congtruction market. At full capacity, Dofasco will
supply 80 percent of the subgtrate to the DSG line, with Sollac providing the baance. However, al
production from the DSG line will be marketed and sold by Dofasco.

Stelco, located in Hamilton, was established in 1910 and is aso one of Canada s largest integrated
stedd companies that produce flat rolled sted, bars and rods, as well as wire, wire products and pipes and
tubes. Corroson-resstant stedl sheet products are manufactured on three lines a Hilton Works in Hamilton.
Two lines are conventiond hot-dip galvanizing lines, while the third, the Z-Line Company, manufactures
both hot-dip gavanized and galvanneded stedl. The Z-Line Company, which began operations in 1991 and
was upgraded in 1998, is a joint venture owned by Stelco (60 percent) and Mitsubishi Corporation
(40 percent).

Sorevco, located in Coteau-du-Lac, Quebec, the third largest producer of corrosion-resistant steel
sheet products, was incorporated in 1989 and commenced producing corroson-resistant steel sheet products
primarily for the congruction sector on one continuous hot-dip galvanizing line in April 1991. It is ajoint
venture between Dofasco and Ispat Sidbec Inc. of Montréal, Quebec, in which each partner owns 50 percent
of the company. Unlike Dofasco and Stelco, Sorevco purchases dl of its cold-rolled substrate materia from

7. Nationd Sted was represented as a US integrated mill.
8. Corroson-resigant sted sheet with an duminum and zinc coating. Gavadume® products are not subject to this
review.



Canadian International Trade Tribunal -5- RR-98-007

other sted producers, principdly its two owners. In February 1999, Sorevco introduced a new
manufacturing process to produce galvannealed products.

Continuous Colour, located in Rexdde, Ontario, and which represents a very small proportion of
domestic production, was incorporated in 1965 and operates two lines: apainting, printing and laminating
line since 1966 and an dectrogalvanizing line since 1967. Continuous Colour is an independent company,
not owned by any of the other Canadian producers.

National Sted, located in Mishawaka, Indiana, is one of the owners of the DNN line. National Sted
is committed to utilize 50 percent of the available line time of the DNN line and to pay atolling fee designed
to cover fixed and variable cogts. Nationd Sted’s subgtrate requirements are provided to the DNN line by
oneof Nationd Sted’s divisons, Great Lakes Sted, located in Ecorse and River Rouge, Michigan.
However, corrodon-resistant sted sheet products manufactured on the DNN line for Nationd Sted are
amogt exclusvely shipped back to the United States for end-use consumption.

IMPORTERSAND EXPORTERS

Two importers were represented by counsd at the hearing: Aciers Francosted Canada Inc.
(Francogted) and British Stedd CanadaInc. (BSC). Exporters that were represented by counsdl at the hearing
include: Sollac, with mills in France and Spain; United States Stedl Internationd, Inc. (USSl), LTV Sted
Company, Inc. (LTV Sed), Bethlehem Sted Export Corporation (Bethlehem Sted), National Sted, Ispat
Inland, Inc. (Igpat Inland) and AK Sted Corporation (AK Sted), US mills; Thyssen Krupp Stahl AG
(Thyssen Krupp Stahl), EKO Stahl GmbH (EKO Stahl), Sdzgitter AG (Salzgitter) and STAHLwerke
BREMEN GmbH (STAHLwerke BREMEN), German mills;, Pohang Iron & Sted Co., Ltd. (POSCO) and
Union Sted Mfg. Co., Ltd. (Union Stedl), Korean mills, Acerdia Corporacion Siderdrgica (Acerdia),
aSpanish mill; and Companhia Siderdrgica Naciond (CSN), a Brazilian mill. Automotive stampers
represented at the hearing include: Maksted Inc., Titan Tool & Die Ltd., Magna Internationd Inc., Krupp
Fabco Inc., Narmco Group of Companiesand A.G. Simpson Co. Ltd.

POSITION OF PARTIES

Partiesin Favour of a Continuation of the Findings

Counsd for the domestic producers argued that dumping is likely to resume if the Tribund rescinds
its findings and that such dumping is likely to cause materia injury to the domestic indugtry in the form of
severe price erosion, lost sales and reduced profits.

In addressing the question of likelihood of resumed dumping, counsd for Dofasco dedt with the
fragile sate of the exporters home markets, massive new production capacity and the cessation of exports of
corroson-resstant stedl sheet products to Canada from the subject countries subsequent to the Tribuna’s
findings.

Thefragile gate of the home marketsin the subject countries has resulted, in the view of counsd for
Dofasco, in plummeting export prices. Counsel argued that, in the European Union and the Asan-Pecific
region, export prices have fdlen further than home market prices. In short, foreign producers have been
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required to reduce their export prices in the hope of selling corrosion-resistant sheet® into a world market
plagued by excess capacity and supply. Counsdl added that the need to export is the result of the production
imperative that arises because of the capitd-intensve nature of the corroson-resstant sheet indudtry.
Counsd submitted that Canada has been insulated from these low export prices by the Tribund’ sfindings.

Counsd for Dofasco submitted that each of the home markets of the subject countries faced an
oversupply of corroson-resstant sheet in 1998 which continued in the first quarter of 1999. It was argued
that sharply faling prices in the US, EU and Asan-Pacific markets, a sharp drop in utilization rates,
increased dependency on exports to maintain utilization rates in the United States, as well as in EU and
non-EU countries, and adrop in profits for corrosion-resistant sheet in the United States, the European Union
and other countries are dl indicators of oversupply.

Counsd for Dofasco argued that, instead of reducing production in an attempt to bring the supply
and demand for corroson-resstant sheet into balance, producers throughout the industrialized world are
adding staggering capacity. Counsd submitted that a number of witnesses attempted to downplay the impact
that this massve new capacity will have on their respective markets by discussng the ramping up of new
mills. However, the facts are that a Sgnificant portion of the new capacity in the United States and Western
Europe was added in 1998 or will be added in 1999 and that, during the ramp-up stage of plants designed to
produce for the automotive sector, corroson-resistant sted sheet products not qudified to supply the
automotive sector will be sold into the non-automotive sector. Without protection, Canada will be the
recipient of aggnificant portion of the goods produced with this new excess capacity.

Concerning the cessation of exports of corroson-resistant sted sheet products to Canada from the
subject countries subsequent to the Tribund’s findings, counsdl for Dofasco argued that the subject
countries, other than the United States, did not export corrosion-resistant stedl sheet products to Canada after
the Tribund’s findings. In counse’ s view, this is evidence that the subject countries cannot compete in the
Canadian market unlessthey sl at dumped prices.

Turning to the question of vulnerability of the domestic industry to renewed dumping, counsd for
Dofasco argued that the domestic producers accept that they have done well financidly since the Tribund’s
findings, but thet it is essentid that they remain competitive in the highly capitd-intensve North American
market to recoup investments that they have made or will make. In fact, the industry’s well-being has
become increasingly tied to corrosion-resstant sted sheet products, as they have become one of the most
important product lines in terms of sdes and financia contribution. It was argued that the products that the
domestic producers sdl in the service centre and congtruction sectors are mainly commodity-type products.
They are produced to recognized specifications, making domestic and foreign products interchangegble in
virtualy dl applications. The prices at which these products are sold have a ripple effect throughout the
whole market. For all these reasons, counsdl argued that, if dumping resumes, the domestic producers will
definitdy suffer materia injury in the form of severe price erosion and reduced profits.

On the issue of the domestic industry’s ability to supply domestic demand in the automotive and
non-automotive sectors of the market, counsd for Dofasco and counsdl for Stelco argued that, with the
additional capacity generated by both companies for automotive applications, there is no doubt that demand
will be met in that sector of the market. In the non-automotive sector, counsel submitted that there is no
credible evidence of an inability of domestic producersto supply the demand in the Canadian market.

9.  Where used, the term “corroson-resigtant sheet” is not intended to correspond to the exact product definition
herein.
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Counsd for Stelco addressed the question of likelihood of resumed dumping by dedling with each of
the regions of the world separatdy. Firdt, on the US gStuation, counsdl argued that there are staggering
capacity additions, that spot prices are falling precipitoudy and having an impact in the congtruction and sted!
savice centre segments of the market, that demand is far less than the capacity coming on and that
oversupply is exacerbated by continuing imports. In respect of the European Union, counsel submitted that
the amount of capacity coming onissimilar in Szeto the US capacity additions, but will come at alater sage
than the US capacity, that spot prices are rapidly declining and that export quotes are lower than home
market prices. These circumstances have prevented EU producers from increasing prices for their contract
business. Moreover, imports are surging into the EU market, exacerbating the excess supply conditions in
the congtruction and automotive markets. As far as Ada is concerned, counsel submitted that the Stuation
can be described as being very fragile at this point in time; capacity is being added in the midst of the
financid crigs, capacity utilization has been fdling, the level of exports as a proportion of sdes is quite
significant, and no significant upturn is forecast for the Asian economy. In counsd’s submission, dl of these
factors point to alikelihood of resumed dumping.

Counsd for Stelco addressed the issue of vulnerability with three main arguments. First, counsdl
argued that investments in high vaue-added products are particularly vulnerable. Price and volume
reductions transmit through the financid statements from corrosion-resistant to cold-rolled to hot-rolled sted.
Second, counsdl submitted that corroson-resstant sted sheet products are commodity products. Price
impacts are felt from dumped imports, first in the service centres, then in the non-automotive end-use
segment and eventudly in the automotive segment. Third, counsd raised the fact that the foreign producers
that were active in the market prior to 1994 have continued to be active through their agents or related
companiesthat have, for example, imported corrosion-resistant sheet from non-subject countries.

Counsd for Stelco adso addressed the question of non-represented countries, namely, Japan,
Austrdia and New Zedland. They submitted that there is clear evidence of a severe economic downturn in
Southeest Ada and of excessve capacity building up in that region. Counsd noted that a prdiminary
determination of dumping respecting cold-rolled sted sheet exported from New Zedand to Canada was
made in April 1999. All subject countries except the United States have exited the market and that, in
counsd’s view, is very indicative of the propengty to dump on the part of non-represented and represented
countries.

On the matter of the product exclusion, counsd for the domestic industry agreed to the automotive
end-use excluson. Counsd for Stelco submitted that the domestic industry is agreeable to such an exclusion
because automotive stampers have typically been able to get drawback or remission of anti-dumping duties
in order to meet temporary market shortages. It is on those very narrow factua grounds that the domestic
industry is agreeable to the excluson. In respect of the excluson being extended to the other subject
countries, counsdl for Stelco argued that there is Smply no factud basis for such an excluson. There is no
indication that the suppliers in the other subject countries will be able to export corroson-resstant sheet
destined for the automotive industry other than at dumped prices.

Counsdl for Sorevco noted that the company produces and markets only non-automotive
corroson-resstant steel sheet products. As such, if the automotive end-use exclusion is granted, an anaysis
of Sorevco's market performance becomes the prime indicator of whether the domestic industry is
vulnerable to a resumption of dumping, absent the findings. In counsd’s submission, the subject countries
have been unable to compete a normd vaue leves for non-automotive products and, if the findings are
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rescinded, these countries will resume dumping in order to compete with price levels currently being offered
by non-subject countries.

In addressing the likdihood of materia injury from any resumed dumping, counsd for Sorevco
noted: (1) the commodity nature of non-automotive gavanized stedl where sales are made on the bas's of
price; (2) the need to maintain production volumes in order to control production cogts, (3) the uncertainty
regarding future domestic demand; and (4) the current underutilization of production capacity by the
domestic producers. Counsd dso argued that the indudtry is dready being injured by the low pricing from
non-subject countries and that the impact on Sorevco’s sdlling prices, volumes and financid performance is
clear from the evidence.

Partiesin Favour of a Rescisson of the Findings

Counsd for the importers and exporters argued in favour of arescisson of the findings, since there
isno likdihood of resumed dumping and no likelihood of materia injury to the domestic industry if dumping
resumes. In the case of Brazil, the United Kingdom and the United States, counsd, in the dternative, argued
in favour of arescisson of the finding against the company or companies thet they represented at the hearing.
In addition, counsd for the automotive stampers argued in favour of arescisson of the finding with respect
to corroson-resstant sted sheet products originating in the United States and imported for use in the
manufacture of motor vehicles or parts thereof.

Francosted and Sollac

In addressing the question of likelihood of resumed dumping, counsdl for Francosted and Sollac
submitted that exports of galvanized sted from France and the European Union have dropped since 1996.
Prices have decreased in the European Union due to the worldwide financia turmoail, but this decrease has
not caused an increase in galvanized sted exports outsde the European Union. Moreover, export prices in
March and April 1999 were higher than the domestic prices in the EU market. Counsd argued that Sollac
has no available capacity for the Canadian market, that it is operating at full capacity in France and Spain,
that demand for galvanized sted is strong and increasing in the EU market and that Sollac is adding capacity
to meet this demand in specific markets. Imports into the European Union from third countries have started
to dow down and, if there is a problem with them, anti-dumping actions will be consdered. Furthermore,
counsdl pointed out that Sollac’s business strategy is a clear indication thet it has no propensty to dump; it
focuses on vaue-added products, on an internaiona presence through investments in downstream
operations, such asits partnership with Dofasco in the DSG line, and on profitability. Counsd argued thet it
would beirrationd for Sollac to resume dumping in Canada, given itsinvestment in the DSG line.

In addressing the question of likelihood of injury, counsdl for Francosted and Sollac argued that the
Stuation that existed a the beginning of the 1990s in Canada has changed draméticdly. The present
Stuation, counsd argued, does not trandate into vulnerability. There is no longer a Situation of economic
downturn, low demand, declining capacity utilization rates, decreasing production and saes volumes,
reduced market shares, declining prices and low profits. The Canadian producers have benefited from
fiveyears of protection to restore their industry and have become very profitable. If there is a problem of
profitability for certain producers, it isaproblem of costs, not of revenue.

As regards the automotive end-use exclusion, counsd for Francosted and Sollac argued that there
areno technical or supply reasonsthat would justify its limitation to the United States.
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BSC

Counsd for BSC argued that factors that indicate alikelihood of resumed dumping from the subject
countries, as submitted by Dofasco, do not gpply to British Sted plc (British Stedl). These factors include:
the fragility of the home market of each subject country; the declining export prices from the subject
countries, the addition of production capacity in the subject countries; the high dependency of the subject
countries on exports, the cessation of exports to Canada from the subject countries after the findings; and the
naming of the subject countriesin other injury findings.

In addressing these factors, it was recognized that current demand and prices are not advantageous
in the United Kingdom. However, counsd for BSC argued that British Sted will continue to focus on its
home market and will incresse sdes there through import replacement. Counsel acknowledged that British
Sted’ s home market prices are faling, but argued that a decline in home market prices suggests that export
prices may fdl as wel without resulting in dumping. British Stedl, it was submitted, has been operating at
full capacity and has been doing so without searching out foreign markets. Counsel noted that British Stedl
has not introduced additiona production capacity for corroson-resistant steel sheet products and has no plans
to do so. Further, counsal underlined the fact that, even though British Sted was not named in the US finding
on corroson-resstant carbon sted flat products, the company has not increased its exports to the United
States because it is focused on serving the European market. With respect to Canada, counsd questioned
why British Sted should go through a normd vaue review when it has no stedl to sl nor any interest in the
Canadian market. Counsdl argued that, although British Stedl has been named in other dumping cases, such
cases are over 10 years old, are for products unrelated to corroson-resstant steel sheet products, were
recently terminated or were found not to have caused injury. Findly, with respect to the automotive end-use
excluson, counsd submitted that thereis no judtification to limit it to the United States.

USS, LTV Sted, Bethlehem Stedl, National Sted!, I1pat Inland and AK Stedl

Counsd for the US mills argued that their clients account for a dgnificant portion of the
US production of corrosion-resstant steel sheet products and for the majority of exports to Canada and that
the market conditions in which non-represented US exporters operate are not different from those observed
by their clients. Counsd submitted that US market demand has been strong and is expected to remain
hedthy in light of continuing growth in automotive demand and new opportunities in the congtruction sector.
The strong US demand is reflected in the production volumes of the mills and their very respectable capacity
utilizetion levels.

Counsd for the US mills submitted that their clients conduct business in Canada on the basis of
long-term contracts and are not active in the spot market in Canada, where prices tend to be less stable.
Counsd argued that the weak Canadian dollar, coupled with strong US demand and stable or increasing
prices, does not indicate a likelihood of resumed dumping from the United States. Counsdl noted that the
United States continues to be a net importer of corrosion-resistant sheet and that exports as a percentage of
total sales are minuscule. Moreover, US exports to Canada are largely to automotive customers, and the
industry has agreed to exclude such exports from the finding. With respect to capacity addition, counsd
argued that the US market will absorb any new capacity and that there is nothing to indicate that the
US producers will beinclined to increase exports to Canada in the foreseesble future,
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Thyssen Krupp Stahl, EKO Stahl, Sdzgitter and STAHLwerke BREMEN

In addressing the question of likelihood of resumed dumping, counsd for the German mills
reviewed the factors which led the Tribuna to rescind its finding in Review No. RR-97-006.° Counsdl
suggested that a congderation of these factors will lead the Tribuna to the same conclusion in this review.
Counsd noted that shipments to Canada by German mills were made at high prices in comparison to other
prices in the Canadian market. With respect to other export markets, counsd noted that the German
producers are anticipating significant potentia for automotive end-use sdles in Eastern Europe, which was
described as a highly priced sector with increasing demand.

Counsd for the German mills argued that German home market demand and prices, including
demand and prices in the European Union, have been increasing, which isreflected in the very high capacity
utilization rates for the German mills. Moreover, demand in the European Union is forecast to increase
further, asthe use of galvanized stedl in automotive production is scheduled to grow. Counsdl aso noted that,
athough Germany was found to be dumping in the United States in 1993, that finding is not representative
of current German export prices.

In addressing the likelihood of materid injury if the finding is rescinded, counsd for the German
mills pointed to the strong and growing North American demand for corroson-resstant sheet. In counsd’s
submission, prices and demand in Canada are increasing, which will mean higher profits for the domestic
industry that had been doing very well in the past. With respect to the automotive end-use exclusion, counsd
questioned why this exclusion should gpply only to US products, in view of the fact that the German mills
aso produce for the automotive industry. Counsdl dso questioned how imports from one country can be
causing injury, while imports of the same products from another country are not causing injury.

POSCO and Union Sted

In addressing the same issues raised for their German clients, counse for the Korean mills submitted
that shipments to Canada by the Korean mills have not been dumped and have been made at prices which
exceed norma vaues determined by the Department of Nationd Revenue (Revenue Canada) by $100 per
metric ton. Counsdl noted that witnesses for the Canadian industry described the Korean prices as
“untouchable’ and “fairly traded’. While counsd acknowledged that the US injury finding on
corroson-resstant carbon sted flat products includes Koreg, they submitted that the dumping margin of
0.16 percent recently determined for POSCO is de minimis and, therefore, indicates that there is no

propengty to dump.

Counsd for the Korean mills aso noted that POSCO is a highly profit-driven company that earned
in excess of $1 hillion in 1997 and 1998. Although recognizing that the Korean economy has not performed
well recently, counsdl suggested that the economy is now turning around, as evidenced by industria growth
and dsrong demand in the automotive sector. Counsd also described Korean capecity utilization as
remarkable, and this, coupled with increasing home market demand, will leave very little product available
for export to Canada. Findly, with respect to the automotive end-use exclusion, counsd noted that the

10. Certain Hot-rolled Carbon Sed Plate and High-strength Low-alloy Plate, Heat-treated or not, Originating in
or Exported from Belgium, Brazl, the Czech Republic, Denmark, the Federal Republic of Germany, Romania,
the United Kingdom and the former Yugodav Republic of Macedonia, Order (May 5, 1998), Satement of
Reasons (May 20, 1998) (C.I.T.T.).
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Korean mills dso produce for the automotive industry and, therefore, should be digible for the same
exclusion proposed for the United States.

Acgdia

In argument, counsd for Aceraia reviewed the same factors that they applied for the German and
Korean millsin assessing the likelihood of resumed dumping. Counsdl noted that Aceralia has not shipped to
Canada since the finding and is not likdly to do so, Snce it is committed to supplying the Spanish market. It
was submitted that Aceralia only participates in markets where the return is acceptable and that it has not
dumped galvanized sheet in any market. Spain is neither subject to the US injury finding nor subject to any
other finding on corrosion-resistant sheet.

Counsd for Acerdia argued that demand in the Spanish automotive market, as well as in the
European Union, has resulted in high capacity utilization by Aceraliaand that the company will not have any
additional capacity to supply other markets. Further, counsel claimed that Spanish prices are increasing and
pointed to recent price increases indtituted by Acerdia, as wel as to plans for further increases in 1999.
Counsd dso noted that the Spanish mills produce galvanized stedl for the automotive industry and, therefore,
should be igible for the same automotive end-use exclusion proposed for the United States.

CSN

Counsd for CSN submitted that, on the basis of Brazilian domestic prices, CSN could essily have
shipped to Canada a undumped prices. Counsdl noted that the Brazilian economy has been recovering since
the currency devauation in January 1999 and that forecasts suggest continued growth through the year 2000.
Moreover, Brazilian demand for gavanized sted increased sharply during the 1990s and is expected to
double between 1998 and 2003.

Counsd for CSN submitted that new capacity additions by CSN will not take effect until 2001 and
that any increase in capacity at that time will be absorbed by growing Brazilian demand. CSN, it was argued,
has been operating at full capacity to supply its home market and, as a result, its exports declined by
19 percent between 1996 and 1998 and its exports in 1999 are expected to be minimal. Counsel noted that
CSN did not ship to Canada in the last five years and that its shipments to the United States dso declined
during this period, even though the injury finding in that country does not apply to Brazil. There are no other
injury findings againgt CSN’s corroson-resistant sheet. On the likelihood of injury if the finding is rescinded,
counsdl observed that the domestic industry is prosperous. It is o hedlthy that it is adding 450,000 tons of
new capacity, knowing that anti-dumping protection in the future is not certain.

Concerning the automotive end-use exclusion, counsel for CSN argued that the requested exclusion
should be extended to dl qudifying corroson-resstant sted sheet products regardless of nationd origin.
Counsdl noted that CSN produces automotive grade corroson-resstant sheet and supplies numerous
Brazilian automotive manufacturers. In counsel’ s view, there was no evidence to suggest that CSN could not
quaify to supply the North American automotive industry.

Automoative Stampers

Counsd for the automotive stampers argued in favour of arescisson of the finding with respect to
corroson-resistant sted sheet products originating in the United States and imported for use in the
manufacture of motor vehicles or parts thereof. In counsd’s view, subsection 76(4) of SIMA dlows the
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Tribuna consderable scope to amend a finding by limiting the product and/or the geographic coverage.
Counsd dso clamed that the Tribunal has established precedents which would alow it to amend a finding
where there is production in Canada, but where the amendment is unopposed by the domestic industry. In
this ingtance, counsd suggested that considerable weight should be attached to the fact that the domestic
industry supports the automotive sampers' request.

In the submission of counsd for the automotive stampers, the Canadian sted producers can supply
most of the stampers requirements for corroson-resstant sted sheet products. However, in certain
circumgtances, there is a limited need for the stampers to have access to corroson-resstant steel sheet
products manufactured in the United States. Counsdl noted that the domestic producers can still seek remedy
through another dumping complaint if they are exposed to injurious dumping in the future. Counsdl argued
that the scope of the rescission should be limited to US products because the stampers are North American
supply focused, have just-in-time ddlivery requirements and have no current experience with other countries
that could supply galvanized sted for automotive end uses. Counsd argued thet there is a natural discipline
between the Canadian and US automotive markets because, if stedl prices get out of line in Canada, then
parts and blanks can be imported from the United States with adverse implications for both the automotive
stampers and their Canadian sted suppliers.

PRELIMINARY ISSUES

In the last weeks before the hearing and throughout the hearing, a number of procedura issues arose
with which the Tribuna was obliged to dedl. While the rulings with respect to these matters have dready
been made, the Tribuna would like to explain its reasoning in order to provide guidance to counsd and
partiesin future cases.

On April 30, 1999, counsd for Stelco requested the production of five confidentia reports and
sudies referred to in the submissions of POSCO and Acerdia. A flurry of correspondence then followed, in
which counsdl debated whether dl those documents needed to be filed and whether they should have been
produced earlier in response to the Tribuna’s questionnaires or the domestic producers requests for
information (RFIs). While the Tribund concluded that these documents had not been specificaly requested
by counsd for the domestic producers in their RFIs nor in the foreign manufacturer’s questionnaire, the
Tribunal fet that these reports and studies gppeared to be useful and should, therefore, be produced. On
May 6, 1999, it so ordered.

Following the Tribund’s direction to produce these documents, counsd for POSCO and Acerdia
advised it that, with one exception, the complete studies and reports were not in their possession. It seems
that counsel had received only excerpts of the complete documents and that it was to these excerpts that
counsal made reference in their submissions. The complete studies remained with their oversess clients. In
the case of POSCO, the complete report was brought into Canada by its witnesses from Korea who were
scheduled to give evidence on Thursday, May 13, 1999, and who, according to counsdl, were expected to
arrive the evening of May 12, 1999,

The Tribund is mindful of the obstacles that counse may face when representing foreign clients.
Language differences, trandation problems, time zone differences, geographica separation and little
opportunity to meet with clients face to face are al part and parcel of trade counsd’s daily chalenges.
Insome cases, these obstacles can be daunting. However, where counsed make reference in their

11. Asareault of scheduling difficulties, the witnessesfor POSCO did not give their testimony until May 14, 1999.
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submissions to studies or reports such as these, they should know that other counsdl or the Tribund will
likely want to review the entire documents. Only by looking & a document in full can one determine the
context of the reference and whether the reference is qudified by other data or comments. Therefore, as a
matter of practice, counsel should have the complete document available if they intend to rely on excerpts
from the document in their case.

Severd times during the hearing, counsd requested permission to file, or make reference to,
documents not previoudly disclosed. Before referring to those requests individualy, the Tribuna wishes to
put its approach to late filings into context.

The Tribund has historically been deluged with new documents on the first day of a hearing and
continuing throughout the hearing. This practice has caused the parties, counsdl and the Tribuna untold
difficulties. Documents produced at such a late hour smply cannot be given the attention that they deserve.
Neither counsd nor the Tribund can digest the contents of these documents in a manner which makes them
useful to anyone during the course of the hearing.

The Tribunal does not fed that it is necessary to catalogue the reasons why these documents were
being submitted so late; however, it was a practice that both counsal who regularly appear before it and the
Tribunal wanted to change. To avoid this problem, the Tribund has begun to direct that parties file
documents on which they want to rely before the hearing starts. In this case, the Tribund sent a letter to
counsdl on May 5, 1999, deting, in part:

Given the extensve documentation areedy on file, the Pand wishes to advise counsd that it will
not, except in exceptiond circumstances, permit the filing of documentetion at the hearing. Recent
SIMA cases have seen some counsdl table documents at the hearing which should have been
disclosed earlier. In view of the prejudice and inconvenience this causes to other counsel and the
Tribund, the Pand wantsto ensure thisis not repeeted in this cae?

It isimportant to recall that, when a SIMA hearing Sarts, there are normaly thousands of pages of
documents dready on file, many submitted by counsd and their clients. Typicaly, a hearing occupies the full
day and may last from one day to severa weeks. All the while, the clock is ticking toward an established
deedline.

The Tribund feds that taking a firm stand, which does permit flexibility in appropriate cases, is
needed to control the quality and fairness of its proceedings.

The Tribuna will now turn to the individua requests and rulings.
Request by Counsd for CSN to Submit a CSN Flat Rolled Market Study Dated Mar ch 1999

On May 12, 1999, three days after the hearing began, counsel for CSN made a request to submit a
CSN market study dated March 1999. Counsdl indicated that the report, which was of asubstantial size, had
only come into their hands after the hearing began. Tribuna staff and counsdl for the domestic producers
were given a copy of the report to review on the evening of Wednesday, May 12, 1999. When the hearing
resumed on Thursday morning, counsel for the domestic producers objected to the introduction of the report,
saying that it should have been produced by CSN earlier, in response either to the Tribuna’ s questionnaire or

12. Related Correspondence, Administrative Record, Val. 23B.
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to the RFIs. Given the information contained in it, counse for the domestic producers would not be able to
make any meaningful use of it.

While counsd for CSN argued that the study only came into their possesson on the morning of
May 12, 1999, they could have advised the Tribund that a report was being prepared by or for their clients
which would address issues germane to the hearing. Had this been done, the Tribunal and other counsd
would have been derted to its existence. While such notice would not have guaranteed acceptance of the
materid at the hearing, at least other counsel and the Tribuna would not have been taken by surprise.

Weighing the prgjudice to other counsd and the Tribuna were it to accept the study, againgt the
reasons put forward by counsel for CSN, the Tribuna decided not to alow it onto the record. In declining to
accept the study, the Tribuna indicated that there was dready consderable documentary evidence on the
record with respect to CSN'sview of the market.®

Request by Counsd for Stelco to I ntroduce the May 1999 Edition of the CRU Monitor

On May 13, 1999, counsd for Stelco Stated that they wanted to file the May 1999 edition of the
CRU Monitor in order to cross-examine witnesses for Sollac and Francosted who were scheduled to give
evidence that morning. They indicated that the document had only come into their possesson at 11:00 p.m.
the previous night and that, as it was dated May 13, 1999, they could not possibly have produced it any
earlier than they did. Counsdl stated that they wanted to put the document to the witnesses and say, “[h]ere
[ig] what andlydts are saying in respect of your market. Can you tell us what your pogtion isin light of this
document” 2" Counsel did alow that it would be appropriate for the witnesses to read the rdevant portions
of the document before being questioned on its contents.

Counsd for Sollac and Francosted objected to the use and acceptance onto the record of the
document, saying that it was something that their clients had not seen and would not have time to properly
prepare for in order to be in a position to respond to questions in cross-examination. The Tribuna notes that
the witnesses for Francosted and Sollac both tetified in French, that their witness statements were in French
and that much of their counsel’ s submissions were dso in French. To the Tribund’s knowledge, there was
no French trandation of the CRU Monitor available for the witnessesto review.

The Tribund notes that Sollac and Francosted’s position was well known to dl counsd well in
advance of the hearing. Counsd for the domestic producers had ample opportunity to respond to the position
taken by those parties. Counsel did not say that the articles in the May 1999 edition of the CRU Monitor
raised nove points or presented information which was not previoudy known.

The Tribuna must look very carefully a the reasons why counsdl wants to file a new document or
evidence in cross-examination. Certainly, there are circumstances when new and unfiled information can be
put on the record and used when cross-examining a witness. However, this should be limited to those cases
where, for example, the witness says something which contradicts a previous statement that he or she made,
where the witness makes reference to a document which is not on the record, when a witness makes what
counsd feds are inaccurate or mideading comments about a document which may aready be on the record
or where something is said by the witnessin his or her testimony which takes counsdl by surprise. Thisis not

13. Exporter’s Exhibits V-1 and V-3, Adminigtrative Record, Vol. 13.10; and Exporter’s Exhibits V-2 (protected)
and V-4 (protected), Adminigtrative Record, Val. 14.10.
14. Transcript of Public Hearing, Vol. 4, May 13, 1999, at 665.
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intended to be an exhaudtive list, but merdly illugtrative of the kinds of circumstances which might persuade
the Tribund to permit counsd to file anew document during the cross-examination of awitness,

The Tribuna notes that the record was dready replete with many previous editions of the monthly
CRU Monitor, including the April 1999 edition.” In addition, given the fact that no one had the opportunity
to read the May 1999 edition, that it was available in English only, that counsel were not dleging thet it
contained new or novel information, the purpose for which it was going to be used and the extensive
documentary evidence dready on file, the Tribuna decided againgt dlowing it to be filed on the record.

Request by Counsd for CSN to Tender a Newspaper Article from the Financial Times dated
May 14, 1999

On May 14, 1999, one of the witnesses for CSN began to make reference to a newspaper articlein
that morning's Financial Times when giving his tetimony. The article made reference to economic
indicators relaive to Brazil. The witness read severd paragraphs from that article before counsd for CSN
were asked if they planned to put the article on the record. They replied that they wanted to do so but that it
had been impossible to prefile the article, given the date on which it was published. Counsdl for Dofasco
objected to the acceptance of this article onto the record, saying that they were not aware of it and did not
have an opportunity to review it.

Counsd for CSN responded by saying that information about the Brazilian economy was “on the
front page of the newspaper and it has been [there] dmost daily for the past eight weeks at lesst”, ™ implying
that it should come as no surprise.

While the Tribund will be more flexible about permitting counsd to file documents which are only
published &fter the hearing begins, it will have to be persuaded that the need for this information outweighs
the prgudice and disruption to the proceedings that such late filings inevitably cause. In this case, the
information was in the public domain for weeks before the hearing. If counsd for CSN fdt that it was
important for their case, they could have eesly included previous aticles in their submissons and
information filed. Counsd aso did not indicate that the article contained new information not previoudy
available. Conddering that evidence was aready on the record with respect to the current ate of the
Brazilian economy, including recent positive economic data, the Tribund did not permit the filing of this
newspaper article,

Request by Counsd for Sollac to File the Transcript of a Document Quoted in Part During the
Testimony of a Witnessfor Stelco

While responding to questions from counsdl for Sollac and Francosted, one of the witnesses for
Stelco made reference to a satement alegedly made by the President of Sollac and printed in J accusel, a
report by Credit Lyonnais Securities Europe which was filed by Dofasco.™

15. Manufacturer's Exhibit A-1B, Annexes 5 to 11, Administrative Record, Vol. 11A; and Tribund
Exhibit RR-98-007-RI-1C, Administrative Record, VVal. 9.

16. Transcript of Public Hearing, Vol. 5, May 14, 1999, at 1014.

17. Manufacturer’ s Exhibit A-1M, Administrative Record, VVol. 11.
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The witness for Stelco referred to comments attributed to the President of Sollac and drew a
conclusion from them. Counsd for Sollac asked the witness if he had read the entire transcript of the
document which was referred to in J accuse!l. The witnessindicated that he had not read the transcript.

Counsd for Sollac then asked the Tribuna for permission to enter into the record the entire transcript
of the public statements made by the President of Sollac and from which the excerpts were taken. According
to counsd for Sollac, the transcript was not filed before the hearing because they did not think that anyone
would take a comment from it and draw inaccurate conclusions or use it out of context. Counsd for Stelco
objected to the proposed filing of this new information. They stated that the transcript was available before
the hearing and should have been filed if counsel for Sollac had wanted to make referenceto it.

Counsd for Sollac responded by saying:

Getting this [transcript] on the record is to provide the Tribund with a complete picture of what this
whole statement is about. [The witness for Stelco] used a satement to draw from it a conclusion
regarding what was my dlient’s intention, what was my dient's behaviour regarding capacity
utilization.

The document does not say so. To cite that document in support of that propostion is not the truth,
and the purpose of having the document on the record is for you to have the truth on the record, on
your record, in these proceedi ngs18

The Tribuna agrees. If a witness, during the hearing, is dleged to have taken the contents of a
document out of context, or to have drawn from it conclusions which do not flow from what was sad, the
Tribuna will dlow anew document relevant to the statement allegedly taken out of context to be entered.

This exception should only arise in rare cases and, when it does, the Tribund will have to carefully
review the facts to determine whether it is proper to dlow the information to be filed. Given the concern that
the comments of the President of Sollac may not have been accuratdly quoted in J accuse! or that the witness
for Stelco may have drawn an inaccurate conclusion based on information contained in that report, the
Tribunal concluded that the transcript should be filed.

ANALYSS

Section 76 of SIMA provides that, on completion of areview, the Tribuna shdl rescind or continue
an order or finding, with or without amendment. In making this decison, the Tribuna deds with
two fundamental questions. Fird,, it determines whether there is a likelihood of resumed dumping if the
finding is rescinded. If the Tribuna finds that there is a likdihood of resumed dumping, it then determines
whether such dumping islikdly to cause materid injury to the domestic industry.

Before addressing the question of likdihood of resumed dumping, the Tribund notes the
submissions made by counsd on the issue of cumulation with respect to the likelihood of resumed dumping.

18. Transcript of Public Hearing, Vol. 3, May 12, 1999, at 587.
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The Tribunal finds that this issue has been adequately addressed in recent cases'® and, therefore, concludes
that a country-by-country analyss of the question of likdihood of resumed dumping is aso correct in the
present case.

In determining whether there is a likelihood of resumed dumping and, if so, whether such dumping
is likely to cause materid injury to the domegtic indudtry, the Tribuna is of the view that the focus must be
on circumstances that can reasonably be expected to exist in the near or medium term.

Likelihood of Resumed Dumping

In examining whether there is a likelihood of resumed dumping, the Tribunal may consder a broad
range of factors. In this review, the Tribuna consdered the following factors with respect to each of the
11 countries: (1) the volume of imports into Canada of corroson-resistant sted sheet products from each of
the subject countries and their exports to other countries, (2) developments in the demand, supply and
pricing of corroson-resstant steel sheet products in the subject countries and other markets, (3) the
economic Stuation in the home market of each subject country; (4) the availability of excess production
capacity and the addition of new production capacity in the subject countries, and (5) the existence of
anti-dumping actions againgt imports of corrosion-resistant sheet in other jurisdictions.

Brazil

Demand for corroson-resstant sheet showed condderable growth in Brazil in the early and
mid-1990s, fuelled largely by growth in automotive production® However, the economic turmoil
encountered in the Far East in 1997, which subsequently affected Brazil, had a mgor negative impact on the
performance of the Brazilian economy.** This impact was particularly acute in 1998 and was evidenced by
sharply declining demand in the automotive sector that saw output fal from 2 million units in 1997 to
1.6 million units in 1998, with a further forecast decline to 1.2 to 1.4 million units in 1999.% As a result of
the economic difficulties, domestic demand for corroson-resstant sheet fell by 5.6 percent in 1998, and a
further decline of 1.5 percent is forecast for 1999.% Although the Brazilian economy began to show signs of
improvement in the first quarter of 1999, partly due to the devaluation of the red, CSN forecadts only a
modest growth in demand for corrosion-resistant sheet in 2000 and 2001, with adight increase in prices over
the two years®*

Againg the backdrop of these demand and price projections, the Tribunal notes that significant new
production capacity will come on stream in Brazil over the next couple of years. The evidence indicates that
new production facilities, planned in joint ventures by CSN at Galvasud and CISA, and new production by

19. Supra note 10, Satement of Reasons at 15-16; Certain Cold-reduced Flat-rolled Sheet Products of Carbon
Sed (Including High-strength Low-alloy Sedl) Originating in or Exported from the Federal Republic of
Germany, France, Italy, the United Kingdom and the United Sates of America (July 28, 1998), RR-97-007
(CI.T.T.) a 12-13; and Certain Hot-rolled Carbon Sed Plate and High-strength Low-alloy Plate Originating
in or Exported from Italy, the Republic of Korea, Soain and the Ukraine, Order (May 17, 1999), Satement of
Reasons (May 25, 1999) a 11-12, RR-98-004 (C.I.T.T.).

20. Exporter’sExhibit V-3 a para. 7 and 16, Adminigtrative Record, Val. 13.10.

21. Transcript of Public Hearing, Val. 5, May 14, 1999, at 1010-11.

22. |bid. at 1064-65.

23. Tribunal Exhibit RR-98-007-RI-23, Tab 1 at 7, Administrative Record, Vol. 9.22.

24. Tribund Exhibit RR-98-007-31.9 (protected), Administrative Record, Vol. 6.3 at 19.



Canadian International Trade Tribunal -18- RR-98-007

Usminas will see Brazilian capacity increase by at least 600,000 metric tons by 2001, most of which will be
devoted to automotive applications®>*® In the long run, these investments may be justified. However, given
the current weakness of the home market, the Tribuna believes that these investments will lead to excess
production capacity in the near term, particularly for non-automotive end-use products which will be
produced during the ramp-up phases of the new facilities.

The testimony of one of the witnesses for CSN clearly indicated the importance of exports in
maintaining high capacity utilization rates by the company. It was taken in evidence that CSN exports in
order to utilize available production capacity that is not used to supply domestic demand.?” The record
indicates thet, in 1998, 12 percent of CSN’s production of corrosion-resistant sheet was exported, up from
2 percent of production in 1997. The evidence aso shows that virtudly all the exports were commodity-type
products destined for non-automotive end uses Brazil did not export corrosion-resistant stedl sheet
products to Canada during the review period 1996-98.%° A significant proportion of CSN's exports in 1998
were made to certain European countries, countriesthat it had not supplied in the previous two years™

Inview of the ingtability of the Brazilian economy, the expectation for modest growth in the demand
for corroson-resstant sheet, the industry’s development of new production capacity and CSN's export
marketing philosophy designed to maintain high utilization levels of production, the Tribuna finds that there
isalikdihood of resumed dumping from Brazil. Although not found to be injurious, the Tribuna notes that,
in 1993, exports of corroson-resstant carbon sted flat products from Brazil to the United States were found
to be dumped.**

Germany

During the review period 1996-98, German exports maintained a presence in the Canadian market,
with shipments ranging from a high of 13,519 net tonsin 1997 to alow of 6,395 net tonsin 1998.* The data
indicate that these shipments have been made at the high end of the price spectrum.®® The Tribunal notes that
the United States found injury againgt the dumping and subsidizing of corroson-resstant carbon sted flat
products from Germany in 1993 and that the US finding continuesto bein place®

25. Transcript of Public Hearing, Val. 5, May 14, 1999, a 1018-23.

26. The evidence suggests that this new capacity may be expanded further, as the Gerdau Group has announced plans
to construct a 500,000 metric ton facility. However, the Tribuna notes that these plans by the Gerdau Group have
been put on hald. Ibid. a 1024; and Manufacturer’ s Exhibit A-1N, Adminigtrative Record, Val. 11.

27. Transcript of Public Hearing, Val. 5, May 14, 1999, a 1054.

28. lbid. at 1070.

29. Public Pre-hearing Saff Report, revised May 6, 1999, Tribund Exhibit RR-98-007-5B, Adminigtrative Record,
Vol. 1A at 120.27.

30. Tribund Exhibit RR-98-007-31.9 (protected), Adminigtrative Record, Vol. 6.3 a 23.

31. Certain Flat-Rolled Carbon Sed Products From Argentina, Audtralia, Austria, Belgium, Brazl, Canada,
Finland, France, Germany, Italy, Japan, Korea, Mexico, the Netherlands, New Zealand, Poland, Romania,
Soain, Snveden, and the United Kingdom (August 1993), 701-TA-319-332, 334, 336-342, 344, and 347-353
(Find) and 731-TA-573-579, 581-592, 594-597, 599-609, and 612-619 (Final) (U.SI.T.C.) Volume I:
Determinations and Views of the Commission, Pub. 2664.

32. Supranote29.

33. Ibid. at 120.31.

34. SQupranote3l.
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In considering market conditions faced by German suppliers, the Tribund aso looked at the current
and prospective demand and supply Situation in the European Union, which represents an integral part of the
equation affecting the performance of German mills. The evidence indicates that demand and prices for stedl
in the European Union were strong throughout 1996 and 1997. However, in 1998, the Asan financia crisis
caused a surge in stedl imports into the European Union from Southeast Asa and a decline in exports from
the European Union to that region.** While demand in the European Union remained relatively hedlthy for
corroson-resistant sheet in 1998, the evidence suggests that growth will dow down in 1999 and 2000, as
automotive production is expected to show little, if any, increase® Moreover, the evidence indicates that
congtruction activity in the European Union, and particularly in Germany, has not shown the same leve of
growth as witnessed by automotive demand. The Tribuna notes that German congtruction demand fell by
3 percent in 1997 and that the contraction continued into 1998.%

The ungtable supply and demand situation in the European Union has been manifested by the steep
decline in European and German prices for corroson-ressant sheet. In the 12-month period ending
March 1999, EU export prices fell by US$230 per metric ton, a decline of 35 percent.®® The Tribunal notes
the export orientation of the German mills that rely on sdes to third-country and EU markets. During the
review period 1996-98, the German mills exported about 40 percent of their corroson-resistant steel sheet
products, asignificant portion of which was destined for countries outside the European Union. The Tribuna
adso notes the inventory buildup by the German producers and the decline in capacity utilization for
corrosion-resistant steel sheet productsin the latter part of 1998.%

The evidence indicates that German producers plan to increase production capecity by up to
1.5 million metric tons over the next couple of years. Production from this new capacity will have to compete
with substantial capacity increases planned by other EU producers.®® In the Tribunal’s view, demand in the
European Union will not be sufficient to consume this new capacity and, therefore, the German mills will
have little choice but to step up their export sales effortsin order to maintain plant loading.

For these reasons, the Tribuna finds that thereisalikelihood of resumed dumping from Germany.

Japan

Imports of corrosion-resistant steel sheet products from Japan during the review period 1996-98
were minimal.** The Tribunal notes that, in 1993, the United States found that imports of corrosion-resistant
carbon sted flat products from Japan were dumped and subsidized and that such imports caused injury to
the domestic industry.*” Thisfinding continues to bein place.

35. OECD Sed Committee — Global sted demand hit by the crisis, November 20, 1998, Manufecturer’s Exhibit A-1A
a 3-4, Administrative Record, VVol. 11.

36. Tribunal Exhibit RR-98-007-RI-1C at 4, Administrative Record, Val. 9; and Manufacturer’ s Exhibit A-1M at 13
and 16, Administrative Record, VVol. 11.

37. Tribund Exhibit RR-98-007-30.20, Appendix 2, Adminigtrative Record, Vol. 5.3C a 30.

38. Manufacturer’s Exhibit A-1 at para. 50, Adminigtrative Record, VVol. 11.

39. Tribund Exhibits RR-98-007-31.18A (protected), RR-98-007-31.19 (protected), RR-98-007-31.20A (protected)
and RR-98-007-31.21A (protected), Administrative Record, Vol. 6.3 & 140.2, 147, 157.2 and 165.2 respectively.

40. Manufacturer’s Exhibit A-1N, Adminigtrative Record, Val. 11.

41. SQupranote29.

42. SQupranote 31
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The evidence in thisreview clearly shows the impact of the Adan financid crisis on the performance
of the Japanese economy in genera and on the demand and pricing for corroson-resistant sheet in particular.
The evidence suggests that the Japanese economy suffered a gross domestic product (GDP) decline of
2.8 percent in 1998, with afurther decline of 0.9 percent forecast for 1999.*° In addition, capital spending in
Japan is forecast to decrease by 10 percent in 1999, which will have a negative impact on Sted
consumption.** With respect to corrosion-resistant shest, the evidence indicates that Japanese consumption
of hot-dip gavanized sted fell by 5.4 percent in 1998, with a further decline of 15.1 percent in the
first quarter of 1999.%*

The Tribund notes that the Japanese mills export a significant proportion of their corrosion-resstant
sheet, accounting for roughly 25 percent of total output in 1998.° The evidence suggests that these exports
have been made at prices which fell by US$120 per metric ton, or some 20 percent during the 12 months
ending March 1999.* Moreover, a review of Japanese sdling prices shows that export price declines
accelerated in the latter part of 1998 and that, by March 1999, export prices were up to US$300 per metric
ton lower than domestic Japanese prices.*®

In view of the continuing weakness of the Jgpanese economy, the gpparent export imperative of
Japanese corroson-resstant sheet producers and export selling prices at levels substantidly below home
market prices, the Tribund findsthat thereisalikdihood of resumed dumping from Japan.

Korea

In late 1998, a smdl volume of corrosion-resistant stedl sheet products was imported from POSCO
at undumped prices.*® No imports were made from Korea in 1996 and 1997.° The Tribuna notes that
Korea was found to be dumping in the United States and subsidizing corrosion-resistant carbon sted flat
products in 1993 and that such imports were found to have caused injury to the US industry.”* This finding
continuesto bein place.

The evidence in this review reveds the severe impact of the Asian financid criss on the Korean
economy commencing in the second haf of 1997. These economic difficulties, described as the most severe
in the country’s history, led to massive unemployment and a dramétic decline in GDP, consumption and
investment expenditures in 1998 The impact of the economic crisis on Korean production and
consumption of corroson-resistant sheet has been telling. In 1998, domestic demand for corrosion-resistant
sheet declined by 30 percent due to the shrinkage in the congtruction and durable goods markets. Although
the Korean economy dabilized somewhat in the firsd quarter of 1999, domestic demand for

43, Manufacturer’s Exhibit A-1B, Annex 3 a 48, Administrative Record, Vol. 11A.

44, Manufacturer’s Exhibit A-1B, Annex 4 a 23, Administrative Record, VVol. 11A.

45, Tribund Exhibit RR-98-007-RI-1C at 9, Adminigtrative Record, VVal. 9.

46. |bid.

47. Manufacturer’s Exhibit A-1 a para. 52, Adminigtrative Record, Val. 11.

48. Manufacturer’s Exhibit A-1B, Annex 4 at 32-34, Administrative Record, Vol. 11A.

49. Transcript of Public Hearing, Val. 5, May 14, 1999, at 992-93.

50. Protected Pre-hearing Saff Report, revised May 6, 1999, Tribuna Exhibit RR-98-007-6B (protected),
Adminigtrative Record, Vol. 2 a 135.42.

51. Supranote3l.

52. OECD Sed Committee — Global sted demand hit by the crisis, November 20, 1998, Manufecturer’s Exhibit A-1A
a 5, Adminigrative Record, VVal. 11.



Canadian International Trade Tribunal -21- RR-98-007

corrosion-resistant sheet is expected to grow by only 0.4 percent for the year.> In addition, industry capacity
utilization rates have been declining Since 1997, faling to 80 percent in 1998, and are forecast to decline to
71 percent in 1999.>*

The collapse in ged demand in the Pacific Basin region has led to a 24 percent decline in sdlling
prices for corrosion-resistant sheet since the beginning of 1998.>° The evidence suggests that the Korean
producers, in an atempt to maintain production levels, began to focus their efforts on the European and
North American markets. The Tribunal notes that, between 1996 and 1998, the percentage of POSCO’s and
Union Sted’s production destined for export markets increased sharply. Over the three-year period, the
evidence revedls that the Korean mills increased export sdes by 116 percent, with substantia increases in
exports to Europe and North America®® POSCO's export orientation is clearly revedled in its marketing
srategy which seeks “to increase its export sales to maximize the use of its production capacity, to lessen its
dependence on demand from local customers, to expand itsinternational market presence m5c7l to earnforeign

exchange to help meet foreign currency obligations for its debt and raw materia purchases’.

In spite of the depressed economic conditionsin Asa, the record indicates that large new production
capacity for corroson-resistant sheet has recently been added, or will soon be added, in many Asan
countries. The record dso indicates that, of the new capacity of 2.5 million metric tons in Ada,
approximately 1.5 million metric tons will be added in Korea In view of these capacity additions, the
Tribuna has no doubt that the Korean mills will be forced to export an ever-increasing volume of their
production in order to maintain plant loading.

Although POSCO obtained normd vaues from Revenue Canada in 1998, the Tribuna notes that
only a very smdl volume of corroson-resstant stedl sheet products has been shipped to date. In the
Tribuna’s opinion, this does not provide conclusive evidence that POSCO is able to compete in the
Canadian market without resorting to dumping. Moreover, the Tribund aso notes that Union Sted and
Dongbu Sted Co., Ltd. have not obtained norma value rulings and that these Korean producers account for
asignificant proportion of total K orean production.>

In view of the strong and growing reliance of the Korean producers on exporting in the face of
depressed home market demand and in light of declining prices, excess production capacity and the addition
of substantid new production capacity, the Tribund is persuaded that there is a likelihood of resumed
dumping from Korea, absent the finding.

United States

During the review period 1996-98, the United States accounted for the lion's share of imports of
corroson-resstant sted sheet products from the subject countries. During that period, imports from the
United States more than doubled, increasing from 52,000 tons in 1996 to 109,000 tons in 1998, and

53. Transcript of Public Hearing, Val. 5, May 14, 1999, at 969-70.

54. Tribunal Exhibit RR-98-007-30.25, Administrative Record, VVol. 5.3E at 349.

55. Manufacturer’s Exhibit A-1 at para. 47, Adminigtrative Record, VVol. 11.

56. Manufacturer’ s Exhibit B-5, Administrative Record, VVol. 11.1.

57. Tribunal Exhibit RR-98-007-30.25A, Administrative Record, VVol. 5.3E-1 at 266.

58. Manufacturer’s Exhibit A-IN, Adminidrative Record, Vol. 11; and Tribunad Exhibit RR-98-007-31.25 (protected),
Adminigtrative Record, Vol. 6.3 at 199.

59. Transcript of Public Hearing, Val. 5, May 14, 1999, at 941-42.
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represented over 90 percent of subject country imports in the latter year.° However, the evidence suggests
that virtudly al these imports were for automotive end uses and that US suppliers have been unable to
export construction grade sheet a normal value price levels® The Tribuna notes that Mexico also has an
injury finding in place against imports of coated flat stedl products originating in the United States

Five integrated mills submitted evidence and gave testimony at the review hearing.?® In addition,
four integrated mills provided information by way of questionnaire responses® In totd, these nine mills
accounted for the mgjority of imports into Canada in 1998" and represented over 50 percent of total
US production of corrosion-resistant sheet in 1997.%° The evidence submitted by these companies indicates
that US demand for corrosion-resistant sheet was buoyant throughout the review period 1996-98, with home
market sdles of dightly over 8 million tons annually.®” Moreover, forecasts suggest that demand will remain
strong over the near term, with projected annud increases of about 5 percent. This demand has been, and
will continue to be, fudled by growth in the automotive sector and, to a somewhat lesser extent, in
construction, ®®

While US demand has been strong, the evidence clearly indicates that prices for corrosion-resstant
sheet weskened in 1998 and into 1999 due, in part, to an influx of imports from Asa® During the
period 1998 through the first quarter of 1999, data show that spot prices fdl in dl regions of the United
States by as much as US$150 per ton.” In the crucial midwest region, spot prices fell by US$115 per ton, a
decline of 22 percent over the period.” Current price levels were described as the lowest in 10 years, and
price competition was characterized as volatile.”* Further, the evidence suggests that prices in March 1999
fdl sharply, by over 6 percent, and that the price declines for corroson-resstant sheet exceeded price
declines witnessed for both hot-rolled and cold-rolled stedl.”

While growing imports contributed to declining prices, the evidence suggests that price pressures
were exacerbated by substantial new capacity which came on stream in 1998. The Tribund notes that
upwards of 3 million tons of new production capacity was added by US producersin 1998 and that a further

60. Supranote29.

61. Exporter’s Exhibit D-1 (protected) at para. 3, Administrative Record, Val. 14; Exporter’ s Exhibit E-2 at para. 13,
Adminigtrative Record, Vol. 13.1; Exporter's Exhibit H-1 (protected) a para. 7, Adminigtrative Record,
Vol. 14.4; Exporter's Exhibit K-1 (protected) at para. 4, Administrative Record, Vol. 14.6; and Exporter’'s
Exhibit L-2 at para. 13, Administrative Record, Vol. 13.6.

62. Tribunal Exhibit RR-98-007-49, Adminigtrative Record, VVol. 1A at 238.

63. ThosemillsareUSS, LTV Sted, Bethlehem Sted, Nationd Sted and AK Sted.

64. Thosemillsarelspat Inland, Cdifornia Sted Indudtries, Inc., Pro-Tec Coating Co. and I/N Kote.

65. Transcript of Public Argument, May 17, 1999, at 182.

66. Public Pre-hearing Saff Report — Pricing and Foreign Markets, revised May 3, 1999, Tribund
Exhibit RR-98-007-5.1E, Administrative Record, Vol. 1A at 195.27.

67. Ibid. at 195.35.

68. See, for example, Exporter's Exhibit D-2 a para. 15, Adminidrative Record, Vol. 13; and Tribund
Exhibit RR-98-007-30.23, Adminigrative Record, Vol. 5.3E & 173.

69. Transcript of Public Hearing, Vol. 3, May 12, 1999, a 524-25; and Tribuna Exhibit RR-98-007-30.6,
Adminigtrative Record, VVol. 5.3 at 65.

70. Manufacturer’ s Exhibit A-6, Administrative Record, VVol. 11.

71. Manufacturer’s Exhibit A-1 at para. 33, Adminigtrative Record, VVol. 11.

72. Tribund Exhibit RR-98-007-31.6 (protected), Administrative Record, Vol. 6.3 a 3; and Transcript of In Camera
Hearing, Val. 2, May 11, 1999, at 90.

73. Transcript of Public Hearing, Val. 3, May 12, 1999, at 614-15.
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2.2 million tons are to come on stream between 1999 and 2000.”* If dl these additions are made,
US production capacity will have increased by close to 50 percent, an amount which will far exceed demand
forecasts. The Tribuna notes that, in the second half of 1998, indudtry utilization rates, athough ill high,
began to decline™ In addition, the evidence indicates that the financiad results for a number of the
participating mills deteriorated in 1998.7

The evidence and testimony of witnessesindicate that, athough a considerable proportion of the new
capacity will be devoted to automotive end uses, a Sgnificant increase in congruction grade sheet is aso
planned.”” In the Tribund’s view, in the short term, much of the production from this new automotive
end-use capacity will dso be destined for the congtruction sector. The testimony of the witnesses clearly
indicates that, during the ramp-up period, which typically takes 12 to 18 months,” the mgjority of production
is sold for non-automotive end uses until such time as the gavanizing lines are able to meet the stringent
requirements of the automotive industry.” While forecasts for the construction market are positive in the
United States, the Tribunal notesthat part of this optimism is based on new gpplications which have yet to be
redlized®® Moreover, the evidence suggests that the new capacity for automotive end uses will free up
additiona capacity for the production of congtruction end-use products, as some lines currently producing
automotive products are phased out.®*

The Tribund is persuaded that excess production capacity, particularly for congtruction grade she<t,
will be available in the United States over the next few years. The evidence demongtrates that construction
grade sheet isa commodity product which is sold on the basis of the best available price.

Finaly, the Tribuna notes that Revenue Canada identified 122 US exporters during its
1993 investigation period.®* As noted, only 9 US mills submitted information in this review. Most of the
remaining non-participants consist of sted service centres that generaly purchase sted a spot prices. Given
the proximity of the Canadian market and the expected excess supply of corroson-resistant sted sheet
products in the United States, the Tribuna has no doubt that dumping would resume by many of these
suppliers, absent the finding.

For these reasons, the Tribuna finds that there is a likeihood of resumed dumping of
corroson-resstant sted sheet products from the United States.

74. Dofasco’'s Aid to Argument, Exhibit A-25, Adminigtrative Record, Val. 17.

75. Public Pre-hearing Saff Report — Pricing and Foreign Markets, revised May 4, 1999, Tribund
Exhibit RR-98-007-5.1G, Administrative Record, VVol. 1A at 195.47.

76. See, for example, Tribuna Exhibit RR-98-007-RI-8, Tab 3 & 8, Adminigrative Record, Vol. 9.7; Tribund
Exhibit RR-98-007-30.14B, Adminidrative Record, Vol. 5.3A-1 a 218; and Tribund Exhibit RR-98-007-30.22,
Adminigtrative Record, Vol. 5.3E at 37.

77. See for example, Transcript of In Camera Hearing, Vol. 3, May 12, 1999, at 171-73.

78. Transcript of Public Hearing, Vol. 3, May 12, 1999, a 514-15. The Tribuna recognizes that there are
exceptions to the typica ramp-up period, as evidenced by the testimony of the withessfor AK Stedl, Transcript of
Public Hearing, Vol. 3, May 12, 1999, at 496.

79. Transcript of Public Hearing, Val. 3, May 12, 1999, at 630-31.

80. Ihid. at 502.

81. Transcript of In Camera Hearing, Vol. 3, May 12, 1999, at 170-71.

82. Tribuna Exhibit RR-98-007-1, Administrative Record, VVal. 1 at 18.
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Audrdia

In consdering the likdihood of resumed dumping, the Tribunal notes that the record contains very
little information on Audrdia, notwithstanding the Tribuna’s questionnaire to BHP Sted (JLA) Pty. Ltd.
(BHP Augtrdia), the only known producer of corroson-resistant steel sheet products, and requests to parties
to bring forward information. What the record does show is that Audtrdia was not a mgor player in the
Canadian market during the period leading up to the Tribunal’s 1994 finding®™ and did not export to Canada
during the review period 1996-98.3* However, BHP Stedl Canada, a subsidiary of BHP Austrdia, is
sourcing small quantities of corrosion-resstant sheet for the BC market from the Far Eagt. In addition to the
Canadian finding, the United States found injury in 1993 againg the dumping and subsidizing of
corrosion-resistant carbon sted flat products from Australia, and that finding continuesto bein place’®

The Tribund finds that there is insufficient poditive evidence in the record to conclude that Audtraia
islikely to resume dumping.

France

During the review period 1996-98, France did not export corroson-resistant steel sheet products to
Canada.® The record aso shows that the United States found injury against the dumping and subsidizing of
corrosion-resistant carbon sted! flat products from France in 1993 That finding continues to be in place.
Sincetthat finding, Sollac has continued to ship small volumes of galvanized sted into the US market.®

Sollac, the magor producer of galvanized sted in France, indicated that it had no intention of
exporting to Canada in 1999 and 2000, due to the unavailability of capacity for markets other than France
and Europe. It further indicated that it had no propengity to dump, due to its new business strategy based on:
(1) high value-added products; (2) internationaization by way of its invesments, for example, in the
DSG line; and (3) profitability.®

The record shows that, in 1998, Sollac entered into a joint venture with Dofasco to develop a new
gavanizing line in Canada with output destined for the automotive sector. The DSG line is owned by Sollac
(20 percent) and by Dofasco (80 percent). This partnership is afirm indication that Sollac’s participation in
the Canadian market for galvanized sted will be through this investment rether than through exports. This
investment is the first major one for Sollac in the North American market. The evidence indicates that Sollac
has no intention of jeopardizing its investment by resuming its dumping in Canada, thereby threatening the
viahility of itsinvestment.®*

83. Protected Pre-hearing Saff Report from Inquiry No. NQ-93-007, revised June 20, 1994, Tribund
Exhibit RR-98-007-9A (protected), Administrative Record, Val. 2.1 at 122.

84. Supranote29.
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86. Supranote29.

87. SQupranote3l.
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The capacity additions in France since 1994 have been described as “mostly logical”.** Sollac has
had to continuoudy increase its production capacity and capecity utilization rates to meet the growing
demand in the automotive and congtruction sectors of the EU market and has had to absorb the switch from
uncoated sted sheet to hot-dip galvanized stedl sheet in the EU automotive market. In 1998, Sollac added a
new gavanizing line in Mardyck, France, to serve this growth in demand and provide improved quality
products.®™ However, the record shows that this capacity addition is mainly for automotive-exposed
products, which are not subject to this review.** The information on the record indicates that Sollec is
operating at virtualy full capacity.* It does not appear that Sollac will have additiona capacity to incresse
exports to markets outside the European Union over the near term.*® The data indicate that, in 1998, only
7.1 percent of France' stotal exports were shipped outside the Western European market.”’

For dl the foregoing reasons and given principaly Sollac's participation in the Canadian market
through its joint venture with Dofasco, the Tribund finds that there is no likelihood of resumed dumping
from France.

New Zedand

As is the case for Audrdia, the Tribund notes that the record contains little information on New
Zedand, notwithstanding the Tribund’s questionnaire to BHP New Zedand Sted Limited, the only known
producer of corrosion-resstant steel sheet products, and requeststo partiesto bring forward information. The
record does show, however, that New Zealand was not amgjor participant in the Canadian market during the
1990-93 period, accounting for only a small percentage of the total imports into Canada at that time,*® and
did not export to Canada during the review period 1996-98.% In addition, while New Zedland was included
in the 1993 US invedtigation into corrosion-resstant carbon sted flat products, it was not found to be
materially injuring or threatening to materialy injure the US domestic industry.*®

The Tribuna finds, as with Audtrdia, that there is insufficient postive evidence in the record to
conclude that New Zedand islikdly to resume dumping.

Spain

During the review period 1996-98, Spain made no shipments to Canada.'®* Furthermore, Spain
does not have any other injury finding againg it on corrosion-resistant sheet. Notwithstanding the fact that the
US finding does not apply to Spain, the record indicates that Spanish shipments to the United States were
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minimal in 1998.2% From the evidence submitted, it is clear that Spain focuses on its home market and sdlls
very little outside the European Union.

While there are three producers of corroson-resistant sheet in Spain, Acerdia, Sollac and Thyssen,
the Tribund was able to gather information on only the first two companies. The evidence shows thét,
in 1997, 83 percent of Acerdia sflat rolled production was sold to the home market, while 13 percent went
to the European Union and the remaining 4 percent to third-country markets.*® The record indicates that this
trend continued into 1998. Sollac’s presence in the Spanish market is through joint ventures with Acerdiain
two automotive coating lines, Galmed and Solmed, whose production is destined for the EU market.***

Although the Asian crisis has had an impact on the European market as a whole, the witnesses for
Acerdiaindicated that the impact on Spain was not as severe, since its projections for demand and prices are
higher than those of the European market. The record shows that, in 1998, Spanish demand for hot-dip
galvanized products increased by 17 percent over 1997 and that the forecast is for an additional 10 percent
growth for 1999.'® In addition, the data indicate that demand in the first quarter of 1999 increased by
6.3 percent in the automotive sector and by 19.1 percent in the construction sector.*® The record shows that,
in recent years, consumption has far outpaced production and that the trend continued in 1999.*°" Further,
according to the evidence submitted, there has been a 4 percent increase in prices for hot-dip galvanized
productsin thefirst quarter of 1999, and a5 percent increase is planned for the third quarter.'%®

This increasing demand in Spain alowed for continuous and steady growth in capacity utilization.
Infact, the evidence indicates that capacity utilization ratesin Spain are extremely high, leaving little capacity
for outside markets™® In order to meet this growing demand, the record shows that Aceralia designed an
expansion program that has been described as “mak[ing] sense”.™° Through its joint venture with Sollac,
Acerdia invested in a new hot-dip galvanizing and galvanneding line, Solmed, whose production will be
mainly for non-subject, automotive-exposed products™ This line will be fully operationd by the
year 2001.**? The witnesses for Aceralia testified that the company was adding new production capacity at
its Avilés facility which produces the subject automotive end-use products. The witnesses added that this
new capacity will be on stream in thefirst quarter of the year 2000.™* Between 100,000 and 150,000 tons of
this new capacity will be destined for a pre-paint line in Lesaca, reducing the amount of gavanized products
availablefor resde™
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Given the strength of the Spanish market, it islikely, in the Tribunal’ s view, that new production will
be readily consumed by the growing Spanish demand and that Spanish products will not be sold at distressed
prices. For al the foregoing reasons, the Tribund finds that there is no likelihood of resumed dumping from
Spain.

Sweden

As is the case with Audrdia and New Zedand, the Tribund notes that the record contains little
information on Sweden, notwithstanding the Tribuna’s questionnaire to SSAB Svenskt Stdl AB, the only
known producer of corroson-resstant sted sheet products, and requests to parties to bring forward
information. The record shows that Sweden has never been a sgnificant player in the Canadian market,
having shipped only very small volumesindirectly in the period leading up to the 1994 finding™ and did not
export to Canada during the review period 1996-98.**° The Tribunal notes that Sweden was included in the
1993 US invedtigation into corrosion-resistant carbon sted flat products, but was not found to be materialy
injuring or threatening to materially injure the US domestic industry.™’

Inthe Tribund’sview, it isunlikely that Sweden will seek to re-enter the Canadian market because it
is now a member of the European Union and has open access to that market, free of anti-dumping
disciplines. The Tribund finds that there is insufficient postive evidence in the record to conclude that
Sweden islikdy to resume dumping.

United Kingdom

The record indicates that, during the review period 1996-98, British Sted, the only UK producer of
corrosion-resistant steel sheet products, did not export to Canada™® The Tribuna notes that, with the
exception of the Canadian finding, exports of corroson-resistant sheet from the United Kingdom are not
congrained by anti-dumping actionsin any other jurisdiction.

The evidence shows that, Snce 1994, the UK market for galvanized sted has grown by over
30 percent and that British Sted’s capacity utilization increased from 84 percent in 1994 to 97 percent
in 1997 and 1998.""° The Tribunal notes that British Steel is focused on the UK and EU markets, where
90 percent of its sales of corrosion-resistant sheet are made.® While there is evidence that increased imports
have recently entered the UK market from Ada, British Sted’s marketing strategy is to “focus on import
replacement rather than ship to more distant countries”.*** Despite pressure from imports, British Stedl has
made only minimal shipments of galvanized sted products to the United States, where it continues to enjoy
unfettered access. ' The witness for British Stedl stated that it is not the company’s policy to achieve high
utilization rates by exporting outside the UK and EU markets®® While it is operating a a high level of

115. Protected Pre-hearing Saff Report from Inquiry No. NQ-93-007, revised June 20, 1994, Tribund
Exhibit RR-98-007-9A (protected), Administrative Record, Val. 2.1 at 122.

116. Supra note 29.

117. Supra note 31.

118. Supra note 29.

119. Tribuna Exhibit RR-98-007-30.24, Administrative Record, VVol. 5.3E a 279.

120. Exporter’ s Exhibits T-7 (protected) and T-8 (protected), Administrative Record, VVol. 14.7.

121. Exporter’ s Exhibit T-2 a para. 17, Adminigtrative Record, Vol. 13.7.

122. Exporter’s Exhibit T-1 (protected) at para. 44, Adminigtrative Record, Vol. 14.7.

123. Transcript of Public Hearing, Vol. 5, May 14, 1999, at 883.



Canadian International Trade Tribunal -28- RR-98-007

capacity, British Sted indicated that it has not added capacity in recent years and has no plansto add capacity
through to 2001,"** focusing rather on matching supply and demand in its home market. The record shows
that, recognizing the uncertainty of the UK automotive market, British Sted, which is geared towards
reducing its costs, chose to focus on profit maximization rather than expansion.'®

Given the foregoing, the Tribund finds that there is no likelihood of resumed dumping from the
United Kingdom.

Likelihood of Injury

Having found that a rescisson of the findings is likely to lead to a resumption of dumping from
Brazil, Germany, Japan, Korea, and the United States, the Tribuna now turns to the question of whether the
resumption of dumping from those five countriesislikely to cause materid injury to the domestic indudtry.

Overdl, the current economic indicators describe a buoyant domestic market for corrosion-resistant
stedl sheet products. After the 1994 findings, the domestic market for corrosion-resistant steel sheet products
grew ggnificantly, and average prices rose. Within this market, the domestic industry’s performance
improved compared to its performance a the time of the origind inquiry. The domestic industry saw
significant gains in production, capacity utilization, prices, ses revenue and profits. Although the volume of
imports grew from 1996 to 1998, they were never able to atain ether the volume or the market share that
they held a the time of the original inquiry.'?

In considering whether or not a resumption of dumping of corroson-resistant sted sheet products
from these five countries would likely cause materid injury to the domestic industry, which by al measures
is performing well, the Tribuna has considered arange of factors.

It is clear to the Tribund that there is a Sizeable volume of corrosion-resstant stedl sheet products
available for export in those countries that the Tribuna has found likely to resume dumping. This Stuation
will be exacerbated by the substantial new capacity which will be added in these countries over the next
couple of years. The Tribuna consders that imports from these countries, made at dumped prices, would
likely cause Canadian pricesfor corroson-resstant sted sheet productsto fal, absent the findings.

In this regard, the Tribunal notes that the industry congders that it has three digtinct client sectors:
the automotive sector, the non-automotive sector and the service centre sector. The automotive sector
includes sales made to motor vehicle manufacturers, fabricators and slampers that produce motor vehicles or
parts’components for motor vehicles. The non-automotive sector includes sales to manufacturers, fabricators
and stampers that produce any type of non-automotive product (such as for the congruction industry, in
heating and cooling system applications or as appliance components). The sarvice centre sector includes
sdes to firms whose main busness is to stock and resdl a wide variety of szes and grades of
corroson-resstant steel sheet products. Service centres generaly provide additional services, such as ditting,
cutting and warehousing steel products for customers.
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Automotive end users account for most of the automotive corrosion-resistant stedl sheet products
demanded in the market, while service centres and non-automotive end users account for most of the
non-automotive corroson-resstant sted sheet products. The evidence suggedts that the volume of
corroson-resstant sted sheet products required to supply these sectors in 1998 reached approximately
1.9 million net tons™*” Of this volume, non-automotive corrosion-resistant steel sheet products accounted for
approximately 1.1 million net tons, or about 60 percent of the total.**®

Automotive end users usudly contract for sted supplies based on amode year or the life cycle of a
part. The motor vehicle manufacturer specifies the particular characterigtics of the corrosion-resstant stedl
sheet products, such as the coating weight, grade of sted and nomind thickness. The motor vehicle
manufacturer will also require certification that the mill producing the sted can meet its requirements. This
certification process can take Sx months to two years to complete, with the mill providing samples of sted to
ensure that the specifications can be met and that the sted has the physical properties that will alow it to be
formed into the required part.'*®

Non-automotive end users purchase both in the spot market and through reatively short-term
contractua arrangements. Service centres generally purchase their stedl supplies in the spot market, usudly
placing their orders from three weeks to four months in advance of requirements, depending on the location
of the mill and the product specifications.™® For the most part, the corrosion-resistant steel sheet products
destined for non-automotive applications are made to ASTM (American Society for Testing and Materials)
standards.**" These types of corrosion-resistant steel sheet products are essentially commodity products sold
largely on the basis of price’ This fact was noted by severa witnesses who observed that, for
non-automotive sted, priceisthe principal factor upon which purchasing decisions are made.**

Because non-automotive end users and sted service centres purchase their steel requirements either
on a spot price basis or through short-term contracts, they are the first to be affected by changing import
prices. Moreover, because sted centres usudly purchase and warehouse inventories of non-automotive sted,
acommodity which they sdll to end users, they prove to be an efficient conduit for transmitting price changes
to the marketplace.*** The evidence shows that imported corrosion-resistant steel sheet products destined for
the non-automotive and service centre sectors compete head-to-head with domestic products for the same
markets and will cause a price response on the part of the domestic industry. This is most clearly
demonstrated in the evidence of Sorevco.™® Price discounts to non-automotive end users and service centres
were necessary to compete with imports of corrosion-resistant sheet from non-subject countries. Stelco and
Dofasco dso indicated in evidence that competitive alowances had to be offered to non-automotive end
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users and service centres to compete with the prices of imports of corrosion-resistant sheet from non-subject
countries.**®

The Tribuna notes that, up until 1990, before imports from the subject countries had become a
sgnificant competitive factor in the marketplace, the industry sold its corrosion-resistant sted sheet products
a book prices. However, by 1991, as the price pressure from these imports increased, the industry had to
offer import competitive alowances exceeding $100 per net ton. By 1992, as the price pressure continued to
grow, import competitive allowances increased to well over $200 per net ton.™*” The Tribund is of the view
that a smilar downward spird in prices would occur if the findings were rescinded, especidly given the
subgtantial volumes of corroson-resistant steel sheet products which would likely enter the Canadian market.

It is clear to the Tribunal that Dofasco, Stelco and Soreveo would dl suffer from resumed dumping
from the five countries. In the Tribund’s view, Sorevco, which only produces non-automotive stedl, would
probably suffer the most. Also worthy of particular mention is the new DSG line that was scheduled to begin
production in June 1999. Although designed to produce automotive corrosion-resstant steel, during the
ramp-up phase, it will be producing non-automotive corrosion-resstant steel sheet products that will have to
compete head-to-head with dumped imports.

The evidence dso shows that imported corrosion-resstant stee sheet products destined for the
non-automotive and service centre sectors will aso affect the pricing of corroson-resstant sted sheet
products destined for automotive end uses. As acknowledged, however, there is a lag effect between the
two prices.**® Import prices affect the domestic spot prices and book prices for corrosion-resistant steel sheet
products for non-auttomotive end uses™* As contracts for automotive steel come up for renewd, the buyers
assess the prices in the marketplace and negotiate accordingly. In the Tribund’s view, lower prices for
non-automotive grade corrodon-resstant sted sheet products will lead inevitably to lower prices for
automotive grade corrosion-resistant stedl sheet products.

In sum, dumped imports of corrosion-resstant steel sheet products destined for non-automotive end
useswill put downward pressure on prices for domestically produced corrosion-resistant steel sheet products
for non-automotive and automotive end uses.

The Tribund is of the view that, if dumping from these five countries is alowed to resume, the
domestic mills essentialy will have two options, both of which, given the likely volumes and prices of the
dumped imports, are likdy to be materidly injurious to the domestic industry. They can cut back on
production as the dumped imports take market share, or they can reduce prices to competitive levels and
maintain production volumes. Under the first response, capacity utilization rates will fal, as will market
shares, revenues and profits. The more likely outcome, however, is that given the capita-intensive nature of
the production of corrosion-resistant steel sheet products,**° the Canadian industry will again resort to the use

136. Manufacturer’s Exhibit B-1 at para. 97 and 98, Administrative Record, Vol. 11.1; and Transcript of In Camera
Hearing, Val. 1, May 10, 1999, at 3-4.

137. Tribuna Exhibit RR-98-007-1, Administrative Record, VVol. 1 at 32.

138. Transcript of Public Hearing, Vol. 3, May 12, 1999, at 553-55.

139. Transcript of In Camera Hearing, Vol. 1, May 10, 1999, at 3.

140. As with the sted sector generdly, the capitd-intensve nature of the production of corrosion-resstant stedl sheet
products dictates that the facilities should be used at full capacity so asto amortize the high fixed-cost component
over the maximum number of units. Any reduction in production increases the cogst of production of individua
units.



Canadian International Trade Tribunal -31- RR-98-007

of import competitive alowances or genera price reductions in order to maintain production and to retain
market share, resulting in severely reduced prices, revenues and profits.

The Tribund notes that the domedtic industry has invested heavily in the production of
corrosion-resstant steel sheet products. Any damage to market share and prices will endanger its ability to
finance capital improvements. This will undermine the industry’s ability to compete in this capitd-intensve
business, making it even more vulnerable to dumping. A resumption of dumping is likely to jeopardize the
industry’s major grategic thrust into this high value-added end of the steel market. Notably, Dofasco has
recently invested $145 million in the construction of the DSG line*** An inability to keep up with advances
in technology will relegate domestic producers to the low margin commodity end of the market.

For dl the above reasons, the Tribund is of the opinion that a resumption of dumping of
corroson-resstant steel sheet products is likely to cause materid injury to the domegtic indudtry in the form
of severely reduced prices, revenues and profits. In addition, the reduced financid postion will likely limit
the ability of the domestic industry to recoup past and planned investments and to maintain its competitive
position in the production of these high value-added stedl products.

Request for Excluson

The automotive stampers have requested a rescisson of the finding againgt the United States with
respect to corroson-resistant sted sheet products for use in the manufacture of passenger automobiles,
buses, trucks, ambulances or hearses, or chassis therefor, or parts, accessories or parts thereof. The domestic
producers have consented to an automotive end-use exclusion from the continuation of the finding againgt the
United States.

Having decided to continue the finding againgt corroson-resistant stedl sheet products from the
United States, the Tribuna must decide whether an exclusion should be granted for corroson-resstant stedl
sheet products which are used in the automotive sector. The Tribund has indicated that exclusons are
granted under exceptiona circumstances™” and that the case for an excluson must be adequately
demonstrated.*** In Review No. RR-89-006, the Tribuna stated: “If the Tribunal were to exclude goods
from a finding it would be on the basis of evidence that imports of these goods would not cause materia
injury to Canadian production because, for example, they would be unavalable from Canadian
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production”.*** In past cases, the main criterion relied on by the Tribunal in determining whether to exclude a
particular product has been whether the domestic industry produces the product.**®> The Tribuna has dso
considered such factors as whether there is any domestic production of substitutable or competing goods,**°
whether the domestic indugtry is an “active supplier” of the product or whether it normaly produces the
product.**” All those criteria confirm that the Tribunal will only grant an exclusion when it is of the view that
such an excluson will not causeinjury to the domestic industry.

The Tribund is of the opinion that, in the present review, the requested exclusion is warranted, even
though there is substantial production of automotive corroson-resistant steel sheet products in Canada. The
automotive stampers have sated that they require the excluson only in order to access sted when the
domestic producers are unable to supply them, because of shortfdls, deficiencies or an inability to produce
certain products.*® They have aso made it clear that the domestic producers are, and will remain, their
suppliers of choice™*® The evidence shows that the relationship that the automotive stampers have with the
domestic producers is very important and that they value the quality and service provided by them. Such a
close rdationship is particularly important in view of the long development process leading up to the
production of a part. As well, once the production is under way, the customized nature of automotive
products ensures that the initia suppliers of the sted will be favoured over any other, given the costs which
have to beincurred in order to make the same part with steel supplied by another producer.™

The domestic producers, while consenting to the request for excluson, have indicated that it was not
on the basis of an absence of likdihood of resumed dumping or of an absence of likelihood of injury.
However, it is the Tribund’s view that the reasons given by the domestic producers to consent to the
excluson demongtrate that the exclusion is not likely to cause them injury. The domestic producers believe
that they will continue to be the principd suppliers to the automotive industry and that automotive
corroson-resstant sted sheet products from the United States will only be imported under specific
circumstances™" They are dso comforted by the fact that, a the time of the origind finding, the
US exporters of automotive corrosion-resstant steel sheet products had amongst the lowest margins of
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dumping of al producers and that certain US producers of automotive corroson-resistant steel sheet product
obtained normal values'>

Given the arguments presented by the sampers, as wel as by the domestic producers, it is the
Tribund’s view that the volume of automotive corroson-resstant sted sheet products which may be
exported from the United States pursuant to this exclusion would not be disruptive to the Canadian market.
In other words, it does not appear that, by permitting this exclusion for product from the United States, the
domestic indugtry islikdy to beinjured.

The agreement between the automotive stampers and the domestic producers is limited to an
exclusion for automotive steel produced in the United States. However, manufacturers of this product in the
other subject countries stated that the excluson should not be limited geographicdly to the United States. In
dedling with that question, it may be noted that only a few of the subject countries can produce automotive
corrosion-resstant sted sheet products of a qudity which would satisfy the Canadian automotive
requirements.*> In the Tribunal’ s view, the certification requirements, the just-in-time requirements and the
sarvice requirements should, in particular, restrain the importation of automotive corroson-resstant stedl
sheet products from the subject countries other than the United States that are able to produce automotive
corrosion-resistant stel sheet products™* The Tribund aso notes that the stampers and the domestic
industry have indicated that US automotive corroson-resistant stee sheet products were the only vigble
dternative to Canadian atomotive corrosion-resistant steel sheet products.™>> Hence, there seems to be no
reason why the Tribuna should limit the exclusion to products from the United States. The Tribunal does not
believe that the resumed dumping of automotive stedl from countries other than the United Statesislikely to
cause injury to the domegtic industry and, as a consequence, the Tribund is of the view that the excluson
should not be limited to the United States. Accepting that this excluson is much broader than one typicaly
seesin SIMA casss, it isjudtified by the very unique circumstances of this case.

For the foregoing reasons, the Tribunal grants the automotive end-use excluson for dl countries for
which the findings are continued.

Even with this excluson, the Tribund is of the view that the continuation of the findings remains
necessary to prevent the likely resumption of dumping of non-automotive sted from the five countries and
the likely materid injury to the domestic industry which would ensue.
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155. Importer’s Exhibit 1-2 a para. 15, Adminigrative Record, Vol. 13.5; Transcript of Public Hearing, Val. 4,
May 13, 1999, a 776-79 and 790-92; and Tribund Exhibit RR-98-007-55C, Adminigrative Record, Vol. 1B a 49-50.
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CONCLUSION

For the foregoing reasons, the Tribuna hereby: (1) continues its finding concerning certain
corroson-resstant stedl sheet products originating in or exported from Brazil, Germany, Japan and Kores,
with an amendment to exclude corroson-resstant sted sheet products imported under tariff item
No. 9959.00.00 for use in the manufacture of passenger automobiles, buses, trucks, ambulances or hearses,
or chasss therefor, or parts, accessories or parts thereof; (2) continues its finding concerning the
above-mentioned goods originating in or exported from the United States, with an amendment to exclude
corrosion-resistant steel sheet products imported under tariff item No. 9959.00.00 for use in the manufacture
of passenger automobiles, buses, trucks, ambulances or hearses, or chasss therefor, or parts, accessories or
parts thereof; and (3) rescinds its finding concerning the above-mentioned goods originating in or exported
from Audtrdia, France, New Zedand, Spain, Sweden and the United Kingdom.
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