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Dear Sirs,

Re:  Review of the Tariff Rate Quota on Category 1 steel products (Case No. TQ0052) – Statement of Intended Final Determination (the “Intended Determination” or “SIFD”) 

1. Sebden welcome the present review of the Tariff Rate Quota on Category 1 steel products which it submits is in need of reform.

2. Paragraph 19 of the Intended Determination identifies that the repeat exhaustion of the Category 1 Tariff Rate Quota has had a serious impact on the UK steel industry, with UK importers and stockists unable to access Category 1 products through normal channels. We would seek to stress at the beginning of these submissions the extreme financial pressure experienced by many in the wider steel importing industry, caused by this issue.

3. We estimate that the steel industry in the UK employs some 40,000 people. Of these only around 8,000 are employed by TSUK which in recent years has benefitted from high levels of subsidy and support from the government to continue its trade and keep up with the rapid modernisation in the market.

4. The remaining 32,000 people directly employed throughout the UK steel industry are employed by smaller local importers, stockists and distributors (“ISDs”). These smaller companies in turn support numerous downstream business and jobs, generating significant wealth for the country. Yet, despite the significant government support provided to TSUK and its employees, no action has been taken by the government to support these workers or to ease the uncertainty perpetrated by the present closure of domestic steel supply, or the subject Tariff Rate Quota system. It is not an exaggeration to say that if the Tariff Rate Quota continues without suitable reform, many local ISDs will be unable to continue trading. 

It is in this context, and with these concerns, that we make the following submissions. 

The Intended Determination 

5. TSUK have applied for a review of the Tariff Rate Quota, submitting that there is a decrease in the domestic supply of Category 1 goods.

6. The TRA have considered the application and concluded that neither the amount nor the allocation of the quota is appropriate in light of the reduction in the domestic production of Category 1 steel products. 

7. The Intended Determination proposes that the tariff free allowance for Category 1 be duplicated and divided into two distinct categories - 1A and 1B.

8. Steel imported under category 1A will be used for “commercial applications”. It is unclear from the Intended Determination precisely what “commercial applications” will be included, but Sebden understand this to mean the import of Category 1 steel to be sold, without modification, to manufacturers and stockists.

This category will bear the restrictions of the former Category 1 classification of tariff fee quotas, rather than a global tariff free quota.

9. Steel imported under category 1B will be used for “downstream applications”. The precise definition of this application is similarly unclear, but Sebden have assumed this to mean the import of Category 1 steel which will be modified before onward sale to manufacturers and stockists. The extent of the relevant modification required is again unclear. 

This category will benefit from a global tariff free quota. 

Definitions 

10. We welcome the opportunity to make submissions to the TRA on the Intended Determination. However, we wish to emphasize the difficulty presented by the use of undefined terms in the text.  Specifically, as identified above, we struggle to understand the precise meaning of “commercial application”, “downstream processing” as well as what is meant by “producer”. In the context of the wider Intended Determination, we understand these terms to be used to mean the following:

i. “commercial application” – Direct sales of imported steel without modification to stockists or manufacturers.

ii. “downstream processing” – Processing or rerolling of steel into another category before onward sale to stockists or manufacturers. Importers will be permitted to use steel in this category to produce products covered by other Categories 2-6. 

iii. “producer” – A producer of steel is an entity that produces virgin steel. 

In the event that this understanding is not correct, we would be grateful if the TRA could provide complete definitions and a further opportunity to provide input to key stakeholders. 

Submissions of Sebden Steel 

11. At the outset, Sebden would note our surprise and concern at the Intended Determination of the TRA considering the significant market changes in recent months.

12. It is Sebden’s understanding that the Tariff Rate Quota on Category 1 Steel Products was introduced in an effort to protect UK steel production from the significant harm presented by the import of low-cost foreign steel. With the imminent close of steel production at the Tata Steel UK Limited (“TSUK”) plant in Port Talbot and the absence any new UK steel production, unless and until TSUK commissions its Electric Arc Furnaces, the rationale for the maintenance of the quota system is unclear. 

Sebden submit that the rationale for the maintenance of the quota system in the absence of any steel production should be provided by the TRA in any final determination to ensure transparency. 

Relevant Factors

13. We refer to paragraph 49 of the Intended Determination in which the TRA recognises its authority under regulation 35B(6)(c)(iii) to consider any other factors it considers relevant in reaching its determination. It goes on to recognise the end uses of Category 1 steel products to be a relevant factor.

14. Sebden would submit that the following factors are relevant both to the TRA’s consideration (including for the purposes of revising its SIFD) and/or the Secretary of State (in relation to taking any final decision, including by reference to the SIFD), but have not been taken into account:
i. TSUK closed its coke ovens on Port Talbot in March 2023 and closed one of its two blast furnaces on 5 July 2024. TSUK have publicly stated they will close their remaining blast furnace during September 2024. Therefore, as of October 2024, all domestic production of flat rolled steel in the UK will end. TSUK remain trading, but from next month will act as a UK importer and reroller only. 

Throughout the Intended Determination there is repeated reference to “the UK producer” which Sebden understands to be a reference to TSUK. On this basis, Sebden concludes that TSUK’s change of position from a “UK producer” to a “UK importer” has not yet been factored into the recommendation of the TRA, whether properly or at all.

Sebden submits that the absence of any UK steel production, and any UK steel producer, to be a plainly relevant factor which the TRA should take into consideration before producing a final SIFD/recommendation. 

ii. Since early 2023, TSUK have utilised the Tariff Free Quota scheme in a manner which has caused all of its downstream competitors to incur a disproportionate level of additional duty. In essence, TSUK have in each quarter, all but exhausted the Tariff Free Quota on day one through the completion of huge purchases of international steel which absorb the available tariff. TSUK are the only UK importer able to take this approach to imports due to the risk that some or all of any order may exceed the threshold and incur tariff. TSUK have the financial resources to absorb the tariff, but smaller local importers cannot take this risk through placing such high volume orders that might clear customs on day one. 

Sebden consider that the system proposed in the SIFD similarly places TSUK in a position enabling it to receive a disproportionate benefit from the TRQ, as revised, and Sebden does not consider that the TRA has given any, or any proper consideration to that fact. 
Of significant concern is the apparent lack of any safeguard in place to prevent TSUK absorbing the entirety of the tariff free quota for both proposed category 1A and 1B using the method identified above. This disproportionate benefit is compounded by the fact that unlike ISD’s, TSUK is in a position to import and reroll slab (a fact that the SIFD again fails to address). (In this regard Sebden notes that it is not aware of any difficulties in sourcing slab steel in the market of the sort cited by TSUK).
Sebden submit that this commercial backdrop is a relevant factor, and that consideration should be given to the need to introduce safeguards to prevent any unfair utilisation of the quota system and to avoid the situation that has prevailed under the current arrangements where TSUK has unfairly utilised the entirety of the available tariff-free quota. To be clear, the creation of the proposed sub-categories does not in any way address this concern. TSUK hold a unique position in the market as both a downstream supplier under proposed Category 1B and an importer for commercial application under proposed Category 1A. Without appropriate safeguards, it will be open to TSUK to absorb the available quota under both sub-categories.   
iii. It is Sebden’s view that the proposed new system will enable TSUK to import Category 1 steel tariff free under proposed Category 1B, and to use that steel to produce products in other Categories, to include; Cold-rolled steel (Product Category (PC)2); Metallic coated steel (PC4); Organic coated steel (PC5); Packaging steel (PC6); and Tubular steel (PC20, PC21, PC25A, PC25B and PC26). We cannot see that there would be any restriction on this practice.

Imports of Categories 2-6 steel products are already subject to separate quota systems. We do not consider that the TRA intends, or has the mandate within this review, to make changes to the tariff system as it applies to Category 1 products, but which will cause a de facto change to how the existing system operates for products in Categories 2-6 which are out of scope to the current review.
Under the system recommended in the Intended Determination, TSUK will have full access to the tariff free quota under proposed Category 1A and exclusive access to the tariff free quota under Category 1B. It would be open to TSUK to import Category 1 product tariff free and use this to produce Category 2-6 steel products which could be sold at a lower price on the UK market than imported Category 2-6 steel which would be subject to a tariff. If the Intended Determination was implemented as proposed, it would have the potential to significantly impact on the domestic market of, not only Category 1 steel but also, Category 2-6 steel, including by conferring an advantage solely on TSUK that allows TSUK to unfairly compete with other downstream sellers of those steel products who will have paid a higher tariff rate for competing products to be sold on the downstream market. The conferral of such an advantage appears to amount to a potentially unlawful (and unintended) state aid and a breach of domestic competition law. We do not think the TRA intends to confer such an advantage in a way that violates existing mandatory law. 
This position has the potential to be exacerbated by the upcoming cessation of production of Category 2 products by TSUK in March 2025, after which TSUK will likely increase imports of this category, taking up quota volume and increasing the tariff burden on ISDs. 
There is no reference to Categories 2-6 within the Intended Determination, and it would appear the TRA have not considered this factor. Sebden submit that this is an essential consideration in assessing the suitability of the present SIFD which either needs to be revised or considered by the Secretary of State to be materially incomplete and needs to be supplemented including by reference to the considerations set out in this letter. 

iv. Since the introduction of the scheme, the residual quota “ROW” has continuously been exhausted while the EU quota is underutilised. This is because there is insufficient supply of the products required by the UK market from the EU. That small amount that is sold by the EU is sold at an uncompetitive price compared to the rest of the world. This is demonstrated by the fact that it is rare for more than 50% of the EU quota to have been exhausted in any quarter for the last 4 years and there is no indication that this position will change. Please see at Appendix A the quota and import numbers for EU Cat 1 material entering the UK in the last five quarters. 
We note from paragraph 43 that the TRA have identified the trend for the ROW category to be exhausted and for the EU quota to be underutilised. Despite this, the continued underutilisation of the EU market has not been identified as a relevant factor when it plainly is.  The SIFD ought to have considered why the EU quota is underutilised and what impact this has on the existing tariff quota, including in relation to the arrangements for the volumes and tariffs for the ROW category. 

Sebden submit that global distribution of available supply is a relevant factor and should be considered by the TRA in any revised SIFD or in any final determination.
v. The largest supplier of Category 1 steel to the UK market is TSUK. The close of domestic steel production will have a huge impact on the supply needs of ISDs who, like TSUK itself, will need to import increased product to meet market demand. 

Sebden submit that the impact on ISDs caused by the loss of domestic supply of Category 1 steel should be a relevant factor in any revised SIFD or in any final determination.  
15. Separate to those factors immediately relevant to this application, we note that the import figures quoted in the Intended Determination and used for the purposes of calculating the TRQ’s for proposed category 1A are from 2017-2019. The market has experienced significant changes in the past five years which have included the market turmoil caused by Brexit, the Covid-19 pandemic, and TSUK’s own instability in supply. Significantly, TSUK imported very low levels of steel during the sample period of 2017-2019 and so these quota levels would not have taken into account the impact of Tata’s increased imports on the wider market, as can be seen in more recent years.  Sebden submits that any final determination should be made on the basis of more up to date market data, because such data would reflect further changes of circumstances that ought to be considered by the TRA. 

Sebden submit that the data used by the TRA, and its analysis of that data, should be published in any revised SIFD or in any final determination.
16. In addition to these points above, we would like to draw the TRA’s attention to the continued issue presented by the import of 2000mm wide Category 1 steel. 2000mm Category 1 steel has never been produced in the UK and yet is subject to the tariff quota system.  This should be separated and sold in its own category.  

Proposed Remedies

17. Sebden would direct the TRA’s attention to regulation 35B(7)(c) which permits the TRA to make a determination that a tariff rate quota should be revoked where there is sufficient evidence that UK producers have ceased production of those goods. Where there is clear evidence that the sole UK producer of steel will have ceased production of this good within weeks of this letter, it would be open to the TRA to determine that the tariff rate quota should be revoked. 

Sebden submits any final determination should address this alternative, with reasons provided for the maintenance of the scheme in the absence of domestic production. 

18. In the alternative, Sebden proposes that safeguards be put in place to protect smaller ISD’s and would submit the following possible options for the consideration of the TRA:
i. A total single quota, incorporating volume from 1A and 1B, and applied globally, be introduced to enable both IDSs and TSUK access to the same supply. 

ii. The suspension of all affected categories for a period of time, to allow real time visibility of the use of, and the effect on, imported steel volumes by all parties thus allowing for a more realistic assessment to be made. 

19. Separate to the need to impose safeguards, Sebden submit that all restrictions should be removed on the geographic sourcing of Category 1 steel, to enable UK importers to source the steel required to meet demand. In particular the present quota allocation to the EU market does not reflect the realities of the market and is harmful to UK importers and it is likely to place the UK manufacturing industry at a competitive disadvantage. 

We hope these submissions are of assistance to the TRA in its ongoing review of the Tariff Rate Quota. 
Yours faithfully
Sebden

(Appendix A – next page)
Appendix A - Quota and import numbers for EU Cat 1 material entering the United Kingdom 
	
	Available
	Imported
	Balance
	

	
	Quota (kt)
	(kt)
	(kt)
	% used

	Q2 - 2023
	365
	140
	225
	38.4%

	Q3 - 2023
	181
	116
	65
	64.1%

	Q4 - 2023
	244
	109
	135
	44.7%

	Q1 - 2024
	313
	117
	196
	37.4%

	Q2 - 2024
	374
	138
	236
	36.9%

	Total
	1477
	620
	857
	42.0%
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