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Synopsis

On 20 October 2017, the Commission initiated an investigation into the creation of rebate
provisions on ordinary customs and safeguard duties applicable to certain primary steel
products not manufactured locally, classifiable under Chapter 72.

Following the initiation by the Commission, John Thompson - a division of Actom (Pty)
Ltd submitted information motivating for the creation of a temporary rebate provision on
safeguard duties applicable to certain hot-rolled carbon steel plate, classifiable under
tariff subheadings 7208.51 and 7225.40. The subject products are used in the
manufacture of large industrial and power boilers.

The subject products do not attract ordinary customs duties when imported from the
European Union (EU). However, it was noted that the products are not only imported
from the EU. Accordingly, the scope of the investigation was expanded to include the
applicable ordinary customs duties.

The Commission considered all the relevant information at its disposal. The Commission
found that the subject products are not manufactured locally. As such, the applicable
ordinary and safeguard duties have an unnecessary cost-raising effect.

The duty relief, through the creation of a rebate provision, will contribute to the reduction
in the production cost and will improve the competitive position of the domestic industry.



The rebate provision will be made subject to an ITAC permit issued In terms of
guidelines, rules and conditions.

In light of the foregoing, the Commission recommended the creation of a temporary
rebate provision on ordinary and safeguard duties applicable to certain hot-rolled carbon
steel plate, classifiable under tariff subheadings 7208.51 and 7225.40, as outlined in
paragraph 31 of the submission.

THE APPLICATION AND TARIFF POSITION

1. On 20 October 2017, the Commission initiated an Investigation into the creation of
rebate provisions on ordinary customs and safeguard duties applicable to certain
primary steel products not manufactured locally, classifiable under Chapter 72.

2. Following the initiation by the Commission, John Thompson a division of Actom (Pty)
Ltd ("John Thompson®) submitted information motivating for the creation of a
temporary rebate provision on safeguard duties applicable to certain hot-rolled carbon
steel plate classifiable under tariff subheadings 7208.51 and 7225.40. The subject
products are flat-rolled carbon steel plate with the following specifications:

¢ Thickness between 10 mm and 100 mm;
* Yield strength between 315 MPa and 460 MPa; and
* Tensile strength between 490 MPa and 650 MPa.

3. John Thompson usss the subject products as an input material for the manufacture of
large industrial and power boilers. The imported subject steel plates have distinct
metallurgical properties required for design and safety in the manufacture of boilers.

4. The company's facilities are located in the Western Cape (Cape Town) and Kwazulu-
Natal (Durban).

5. The subject products do not attract ordinary customs duties when imported from the
European Union (EU). Howsver, it was noted that the products are not only imported
from the EU. Accordingly, the scope of the investigation was expanded to include the
applicable ordinary custom duties.



6. As motivation for the creation of a temporary rebate provision on safeguard duties

applicable to certain flat-rolled steel plate, the respondent, amongst others, stated that

the subject products are currently not manufactured in the SACU region.

7. The existing ordinary customs duty structure for the subject products is as follows:

_Table 1: Ordinary customs duty structure for the subject products
| Tadlt [ Torn | | Statistical Rate of duty
Heading | Subhsading | Description Unit Genenl | EU [ EFTA | SADC | MERCOBUR
7208 Flat-rolled products of iron or non-alioy |
stoel, of a width of 600 mm or more, hot-
: rolled, not clad, plated or coated: | —
T208.5 Other, not In colls, not further worked
- _| than hot-rolled: =
T208.51 - Of a thickness exceeding 10 mm kg 10% Frea | Free Free 10%
1225 | Fiat-rolled products of other alloy
steel, of a width of 00 mm or more: |
| 72251 Of sllicon-slectrical steal: [
722540 Other, not further worked than hot-oled, not | g 10% Free | Frea | Free | 10%
In coils N § - J

8. The general rate of ordinary customs duty applicable to the subject products is 10% ad

valorem. The WTO bound rate is 10% ad valorem.

9. The existing safeguard duty structure for the subject products is as follows:

_Table 2: Safeguard dut;

y structure for the subject products

Ecuador, Egypt, Amb Republlc, EI Salvador, Erifrea, Ethiopla,
FIN, Gabon, Gambls, Georgla, Ghana, Grenada, Guatemala,
Guines, Guines-Blssau, Guyana, Halll, Honduras, Indonesia,
iran, Islamic Republic, iraq, Jamalka, Jordan, Kazakhetan,
Kenya, Kiribati, Korea, Domocratk; Pceples Repubiic of, Kosavo,
Kyrgyz Republic, Lao People's Democratic Republic, Latvla,
Lebanon. Lesotho. Liberla. Libya, Lithuanla. Macedonla. the

Kem Taiff | Code | CD | Description "Rebalekems | Wmporied from | Rateof
Heading or Orignating | Safsguard
In

260.00 | BASE METALS AND ARTICLES OF BASE METAL

'260.03 | ARON AND STEEL o -

"Hem | Tand Cods | CD | Description | RabateRems | Imporied from | Rate  of

Heading or Origineting | Safeguard
In

26000 | BASE METALS AND ARTICLES OF BASE METAL

26003 | 7208 01.04 [ 47 | Fiat-ofled producte of Iron or non-alloy steeL, of a width of 600 301.00-388.00; | Allcountries | 12%
mm or mos, hot-rolled, not clad, plated or coated (exciuding 401.00499.00
that Imported from or origineting In: Afghanistan, Albanla,
Algerla, American Samoa, Angola, Argentina, Amenls, | (exchrding
Azsrbaljan, Bangladesh, Belarus, Bellzs, Benln, Bhutan, Bolivia 460.457208.5/
{Plurinational State of), Bosnla and Herzegovine, Botswana, )
Brazl, Bulgerls, Burkina Fsso, Burundl, Cambodia, | 01.05:460.157
Cameroon,Cape Verds, Central African Republic, Chad, Chle, 208,502,054
Chinese Talpel (Temn) Colombla, Comoros, Congo
{Demacratic Republic of the), Congo, Rapublic, Costa Rica, Cote | 0.15/7208.503.
d'volre, Cuba, Djboutl, Dominka, Dominican Rspublic, 05)

4




| Former Yugostav Republic of, Madagascas, Malawl, Malaysh,
Maldives, Mall, Marshall Islands, Mauritanla, Mauritius, Mexico,
Micronesla, Federated States of Moldova, Mongolia,
Montenagro, Morocco, Mozambique, Myanmar, Namibia, Nepal,
Nicaragua, Niger, Nigeria, Pakistan, Palau, Panama, Papua New
Guinea, Paragusy, Peru, Philppines, Romanls, Russlan
Fedenation, Rwanda, Samoa, Sao Tome and Principe, Senagal,
Serbla, Seychelles, Sierra Leons, Solomon Islands, Somalla,
Sauth Sudan, Sl Lanka, Saint Klits and Nevls, Saint Lucts, Saint
Vincent and the Grenadines, Sudan, Svriname, Swaxland,
Syrian Arab Republic, Taflkistan, Tanzanla, unlted Republie of,
Thalland, Timor-Leste, Togo, Tonga, Tunisls, Turkey,
Turkmenistan, Tuvalu, Uganda, Ukraine, Uruguay, Uzbekistan,
Vanustu, Venezuela, Bolivarlan Republic of), Vietnam, West
Bank and Gaza, Yemen, Zamhiz, Zimbabwe)

20003 | 722540 0106 |

Other, not further worked than hot-rolied, not colls{excluding
that Imported from or originating in: Afghanistan, Albania,
Algerla, American Samoa, Angolas, Argentina, Armenia,
Azorbaljan, Bangladesh, Belarus, Bellze, Benin, Binrtan, Bollvia
{Plurinational Stwte of), Bosnia and Herzegovina, Botswana,
Brazll, Buigarla, Burkina Faso, Burundl, Cambodia, Camsroon,
Capa Verds, Contral African Republic, Chad, Chlle, Chinese
Talpel (Talwan) Colombla, Comoros, Congo (Democratic
Republic of the), Congo, Republic, Costa Rica, Cite d'Wolre,
Cuba, Djlbouti, Dominica, Dominican Republic, Ecuador, Egypt,
Arab Republic, El Salvador, Eritrea, Ethlopla, FIjl, Gabon,
Gambla, Gaorgla, Ghana, Grenada, Guatemals, Guinea, Guinea-
Blesau, Guyans, Halt, Hondurss, indonesis, Iran, Islamic
Republic, Irag, Jamalca, Jordan, Kezakhstan, Kenya, Kiribatl,
Korea, Democratic Posples Rspublic of, Kosovo, Kyrgyz
Republic, Lao People's Damocratic Republi, Latvia, Lebanon,
Lesotho, Llberls, Libya, Lithuanla, Macedonls, the Former
Yugoslav Republic of, Madagascar, Malawi, Malaysla, Maldives,
Mall, Marshal islands, Meurftanls, Mauritius, Mexico,
Micronesia, Federated Siates of, Moldova, Mongolla,
Montenegro, Morocco, Mozamblque, Myanmar, Namibla, Nepal,
Nicaragua, Niger, Nigera, Pakistan, Palau, Panama, Papua New
Guinea, Paraguey, Pery, PhMippines, Romanls, Russisn
Federztion, Rwanda, Samoa, Sso Tome and Principe, Senegal,
Gerbla, Seychelles, Siera Loone, Solomon Islands, Somalla,
South Sudan, Srl Lanka, Salnt Kitts and Nevis, Saint Lucla, Saint
Vincent and the Grenadines, Sudan, Suriname, Swazfand,
Syrian Arab Republic, Tajlidstan, Tanzanls, united Republic of,
Thalland, TimorLests, Togo, Tonga, Tunisla, Turkey,
Turkmenistan, Tuvalu, Uganda, Ukraine, Uruguay, Uzbekistan,

Vanuatu, Venezuela, Bollvarian Republic of), Vietnam, West
Bank and Gazz, Yemen, Zambiz, Zimbabwe) )

301.00-399.00;

401.00-499.,00

All countries

2%

10.The subject products attract a 12% safeguard duty. The safeguard duty will be
liberalised to 10% and 8% and free of duty on 11 August 2018; 11 August 2019 and 11
August 2020, respectively.

11.The application was published in the Govemment Gazette on 20 October 2017 for

comments by interested parties, as follows:

“Creation of temporary rebate provislons on ordinary customs and safeguard dutles applicable
on primary flat steel not manufactured locally, classiflable under chapter 72"




12.John Thompson submitted the description for the rebate provision as provided by the
South African Revenue Services(SARS) as follows:

Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, not in coils, not further
worked than hot-rolled, of a thickness of 10 mm or more but not exceeding 100 mm, with a yield
strength of 315 MPa or more but not exceeding 460 MPa and a tensile strength of 490 MPa or more
but not exceeding 650 MPa, having an impact strength of 27 Joules or more but not exceeding 40
Joules at +20°C or fess but not less than -20°C, classifiable in tariff subheading 7208.51, in such
quanlities, at such times and subject to such conditions as the International Trade Adminisiration
Commission may allow by specific permit, provided the products are not avaflable in the SACU market;
and

Fiat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, not in coils, not further
worked than hot-rolled, of a thickness of 10 mm or more but not exceeding 100 mm, with a yield
strength of 316 MPa or more but not exceeding 460 MPa and a tensile strength of 460 MPa or more
but not exceeding 650 MPa, having an impact strength of 27 Joules or more but not exceeding 40
Joules at +20°C or less but not less than -20°C, classifiable in tariff subheading 7225.40, in such
quantities, at such times and subject to such condltions as the International Trade Administration
Commission may allow by specific permif, provided the products are not available in the SACU markest.

INDUSTRY AND MARKET

13.The subject hot-rolled carbon steel plate can be distinguished by the main
specifications, namely, thickness between 10 mm and 100 mm; yield strength
between 315 MPa and 460 MPa; and tensile strength between 490 MPa and 650
MPa.

14.John Thompson uses the subject products as an input material for the manufacture of
large industrial and power boilers. The imported subject hot-rolled carbon steel plates
have specific metallurgical features required for design and safety in the manufacture
of boilers.

15.The boilers are used for process steam and power generation applications in the
various industries, such as, sugar, food and beverage, chemical, mining, breweries,
petrochemical, steel, metaliurgical, textile, pulp and paper.

16.There are no known manufacturers of the subject hot-rolled carbon steel plate with
the specific metallurgical properties required for the manufacture of boilers.

17.With regards to the final product, apart from John Thompson, other manufacturers of
boilers in the SACU region include, amongst others, Cyclotherm (Pty) Ltd and
Cochrane Boilers (Pty) Ltd.



18.Some of the known importers of the boilers in the SACU region include Boiler &
Industrial Plant {Pty) Ltd, Boiler Combustion Technologies (Pty) Ltd, Boiler Cleaning
Services (Pty) Ltd and Bosch Bolilers {Pty) Ltd.

COMPETITIVE POSITION

19.The rebate provision will contribute to a reduction in the cost of production and
improvement in the competitive position of the domestic industry.

COMMENTS RECEIVED

20.ArcelorMittal South Africa Limited ("AMSA”") submitted comments in support of the
creation of a rebate provision for the subject hot-rolled carbon steel plate stating that
the subject products are currently not manufactured locally. Furthermore, AMSA
emphasised that a control mechanism will be required to address the risk of
circumvention of the applicable duties. The mechanism should ensure that the
products entered under the rebate permit meet the description of the temporary rebate
provision. Thus, ensure that only the subject hot-rolled steel plates which are not
manufactured locally are imported through the temporary rebate provision.

FINDINGS

21.The Commission found that the subject products are not manufactured locally. As
such, the applicable ordinary and safeguard duties have an unnecessary cost-raising
effect on the domestic manufacturing of boilers.

22.The duty relief, through the creation of a rebate provision, will contribute to the
reduction in the production cost and will improve the competitive position of the
domestic industry.

23.The rebate provision will be made subject to an ITAC permit issued in terms of
guidelines, rules and conditions.



RECOMMENDATION

24.1n light of the foregoing, the Commission recommended the creation of a temporary
rebate provision on ordinary customs and safeguard duties applicable to certain hot-
rolled steel plate, classifiable under tariff subheadings 7208.51 and 7225.40, as

follows:

Flat-rolled products of iron or non-alloy steel, of a width of 600 mm or more, not in coils, not further
worked than hot-rolled, of a thickness of 10 mm or more but not exceeding 100 mm, with a yleid
strength of 315 MPa or more but not exceeding 460 MPa and a tensile strength of 490 MPa or more
but not exceeding 650 MPa, having an impact strength of 27 Joules or more but not exceeding 40
Joules at +20°C or less but not lgss than -20°C, classifiable in tariff subheading 7208.51, in such
quantities, at such times and subject to such conditions as the International Trade Administration
Commission may allow by specific permit, provided the products are not available in the SACU market:
and

Flat-rolled products of iron or non-alioy steel, of a width of 600 mm or more, not in coils, not further
worked than hot-rolled, of a thickness of 10 mm or more but not exceeding 100 mm, with a yield
strength of 315 MPa or more but not exceeding 460 MPa and a fensile strength of 490 MPa or more
but not exceeding 650 MPa, having an impact strength of 27 Joules or more but not exceeding 40
Joules at +20°C or less but not less than -20°C, classifiable in tariff subheading 7225.40, in such
quantities, at such times and subject to such conditions as the Infernational Trade Administration
Commission may allow by specific permit, provided the products are not available in the SACU markst.



