Oil Country Tubular Goods from
Argentina, Austria, Italy, Japan,
Korea, Mexico, and Spain

Investigations Nos. 701-TA-363 and 364 (Final)
and
Investigations Nos. 731-TA-711-717 (Final)

Publication 2911 August 1995

~ US. International Trade Commission - -

Wastunglon, DC 20436



U.S. International Trade Commission

COMMISSIONERS

Peter S. Watson, Chairman
Janet A, Nuzum, Vice Chairman
. David B. Rohr
Don E. Newquist
Carol T. Crawford
Lynn M. Bragg

Robert A. Rogowsky
Director of Operations

Staff assigned:

Douglas Corkran, Investigator
Felix Bello, Industry Analyst
Clark Workman, Economist
James Stewart, Accountant/Financial Analyst
Anjali Singh, Attorney

Vera Libeau, Supervisory Investigator

Address all communications to
Secretary to the Commission
United States International Trade Commission
Washington, DC 20436



U.S. International Trade Commission

Washington, DC 20436

- Qil Coun'try Tubular Goods from
Argentina, Austria, Italy, Japan,
Korea, Mexico, and Spain

Publication 2911 August 1995






CONTENTS

Page
Part I: Determinations and views of the Commission . ....................... I-1
Determinations . . . .. .. ... ... e e e e I3
Views of the Commission . . .. .. .. ... ...ttt it e ieeenn I-5
Separate and dissenting views of Chairman Peter S. Watson . . .. .. .. ... ........ 145
Separate and dissenting views of Vice Chairman Janet A. Nuzum . .............. I-53
Separate and dissenting views of Commissioner Don E. Newquist . .............. 1-57
Separate and dissenting views of Commissioner Carol T. Crawford .............. 1-61
Separate and dissenting views of Commissioner Lynn M. Bragg .. .............. 117
Part II: Information obtained in the investigations ... ................. ... ... 1I-1
Imtroduction . . .. ... .. . . e e e e II-3
Theproduct ... . . .. ..o e e e e e e ... II6
Physical characteristics and uses . . ... ...... .. ... .. ...t -6
Common manufacturing facilities and production employees ... .............. 11-7
Inmterchangeability . ... ... ... .. ... . . e e e e 11-8
Customer and producer perceptions . . . .. ... . ... .. ...ttt 119
Channels of distribution . .. ... ... . .. .. ... . . .. ... .. ... 19
0 ¢ TP H-10
Intermediate products . . . . . . . . ... L. e e II-10
USBS . e e e e e e e e e e e II-11
Markets . . ... e e e e e e 1I-11
Transformation processes . . . .. e e e e e e e e e e e e e e I-11
Characteristics and functions . .. ... ... ... ... ... ... .. ..., I-11
Valueadded . .......... .. . . . . . e e e 1I-12
The domestic market . . . . . .. ... ... .. e e e II-12
Apparent U.S. consumption . . . . .. ... . ... .. ...t e e II-12
U.S. producers . .. ... e e e e e e II-14
U.S.mills ... e e e II-14
US.finishers . . ... ... ... . . e e 11-17
LT 1 1)+ 47 o II-19
Consideration of alieged material injury to an industry in the United States . . .. ... ... 11-20
U.S. production, capacity, and capacity utilization . ... ................... 1120
U.S. producers’ shipments . ... ... .. ... ... .. .. .. .. . . .. i i, 11-20
U.S. producers’ inventories . . .. .. .. ... .. ... ... ... 1120
U.S. employment, wages, compensation, and productivity . ................. 1122
Financial experience of U.S. producers . . . .. .. ..... ... .. ... ... .. ..... 1I-22
Operations on OCTG . . . .. . ... . . ... . et e 11-22
Investment in productive facilities . .............. ... ... ... ... ... 11-25
Capital expenditures . . . .. .. ... ... ... .. e e 11-26
Research and development expenses . . ... ..................ccn..... 11-26
Capital and investment . . .. ... ... ... ... ... I1-26
Consideration of the question of threat of material injury to an industry in the
United States . . . .. .o e e e e 11-27
U.S. importers’ inventories of OCTG . . . . .. .. ... ... ... .. ... ... ..., 1-27
U.S. importers’ current orders . . . .. .. ... .. ...t e e n-27



CONTENTS

Page
Part II: Information obtained in the investigations — Continued
Consideration of the question of threat of material injury to an industry in the
United States — Continued
Ability of foreign producers to generate exports and availability of export markets
other than the United States . . . ... ... .. .. ... ... .. ... ......... 11-29
Argenting . . . .. ... e e e e 0-29
L II-29
taly ... e e e e 11-29
Japan .. e e e e e II-31
05 - 1I-31
MexXico .. ... e e e e II-31
R | 1-32
Consideration of the causal relationship between imports of the subject merchandise and
the alleged material injury . . ... ... . ... .. ... ... ... ... ... ... ... n-32
LT 11111 ) ¢ . OO 1I-32
Cumulation considerations . . . . .. ... ... . ... .. ... e .. II-32
Fungibility . ... .. ... . . . e e, 1I-32
Interchangeability . ... ... ... ... ... .. . ... .. e 11-32
Specialty products . .. ... ... ... e 11-35
Seamless and welded OCTG . . . ... . ... ... ... ... ... 0. uu,.. 1-36
Sizesand grades . .. ... ... .. .. ... ... 11-36
Geographical markets . . . . ... ... ... . ... .. ... e 11-37
Channels of distribution . . . ... ... ... ... .. ... .. ... . .. ... 11-37
Presenceinthemarket ........ ... ... .. ... ... ... ... . ... I-37
Market shares . .. ... ... .. ... . . . .. e e 11-37
PriCeS . . . . . e e e e e e 11-40
Market characteristics . . . . . .. ... .. ... e 1140
Product comparisons . .. ... .. .. .. .. i e e e 1142
Questionnaire price data . . . ... .. ... ... e 1144
Pricetrends . .. .. ... ... ... e e e 11-46
Price COmMParisons . .. ... . ... ... ...ttt et ieaennrennn 11-4%
Exchange rates . . .. .. ... ..ttt it e e e e II-51
Lostsales and lostrevenues . . . ... ... ... ... ...ttt II-51
Appendixes
A, Summarytables .. ... ... .. e e A-1
B.  Federal Register notices of the Commission and Commerce ................. B-1
C. Witnesses appearing at the Commission’s hearing . . . . ... ................. C-1
D. Comments by the U.S. producers on the impact of imports of QCTG on their growth,
investment, ability to raise capital, and development and production efforts ... ... D-1
E. Suppiemental foreign industrydata . .. ... .. .. ... ... .. . .. ... ..., E-1
F.  Specialty products, Alaskan shipments, and shipments by finishes . . . .. ... ... ... F-1

i



CONTENTS

Page

Figures
1.  U.S. active rig count: Average number of active rigs in the United States, by type of

rig and by type of drilling, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . . ... .. II-15
2. U.S. drilling activity: Total footage drilled in the United States, by depth type and by

type of well, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 ............... 1I-16
3.  Quality comparisons by purchasers of U.S.-produced OCTG with imported OCTG from

Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain . . . ... ... ....... 1143
4. Indexes of nominal and real exchange rates of the currencies of Argentina, Austria, Italy,

Japan, Korea, Mexico, and Spain in relation to the U.S. dollar, by guarters,

Jan. 1992-Mar. 1995 .. . .. . e e 1I-52
Tables
1. OCTG: Previous and related investigations . .......................... I-5
2. OCTG: U.S. shipments of domestic product, U.S. imports, by sources, and apparent

U.S. consumption, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . .. ... ... ... II-13
3. OCTG: U.S. producers, positions on the petitions, shares of reported 1994 U.S.

production, U.S. production locations, and parent companies . .. ............ II-17
4. OCTG: U.S. capacity, production, and capacity utilization, 1992-94, Jan.-Mar. 1994,

and Jan.-Mar. 1995 . . ... ... e e e II-21
5. OCTG: Shipments by U.S. producers, by types, 1992-94, Jan.-Mar. 1994, and

Jan.-Mar. 1995 . . . ... e e e e e n-21
6. OCTG: End-of-period inventories of U.S. producers, 1992-94, Jan.-Mar. 1994, and

Jan.-Mar. 1995 . . ... e e e e 11-22
7.  Average number of total employees and production and related workers in U.S.

establishments wherein OCTG are produced, hours worked, wages and total

compensation paid to such employees, and hourly wages, productivity, and unit

production costs, by products, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . .. .. 1I-23
8. Income-and-loss experience of U.S. producers on their operations producing OCTG,

fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . ............... I1-24
9. Income-and-loss experience (on a per-short-ton basis) of U.S. producers on their

operations producing OCTG, fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Ma:.

1995 e e e e e e e e e -25
10. Income-and-loss experience of U.S. producers on their operations producing OCTG,

by firms, fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 .......... II-25
11, Value of property, plant, and equipment (fixed assets) of U.S. producers used in the

production of OCTG, fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . . . 1I-26
12. OCTG: End-of-period inventories of U.S. importers, by sources, 1992-94, Jan.-Mar.

1994, and Jan.-Mar. 1995 . . . . . . L e e e 11-28
13. OCTG: Argentine capacity, production, inventories, capacity utilization, and

shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 199596 . . . .. H-30
14, OCTG: Austrian capacity, production, inventories, capacity utilization, and shipments,

1992-94, Jan.-Mar. 1994, lan.-Mar. 1995, and projected 199596 . ... ........ 11-30
15. OCTG: Lkalian capacity, production, inventories, capacity utilization, and shipments,

1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96 . ... ... ... .. 1I-30

iii



CONTENTS

Tables — Continued

16.
17.

18.
19.

20.
21,

22.
23.
24,
25.
26.
27.
28.
29,
30.
31.
32.
33.
34,
35.
36.
37.

OCTG: Japanese capacity, production, inventories, capacity utilization, and shipments,
1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 199596 . ... ... .. ... O-30

OCTG: Korean (excluding Hyundai Pipe} capacity, production, inventories, capacity
utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected

199506 . . . .. e e e e e e II-30
OCTG: Mexican capacity, production, inventories, capacity utilization, and shipments,

1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 199596 . ... . ....... I-30
OCTG: Spanish capacity, production, inventories, capacity utilization, and shipments,

1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 199596 . ... ........ H-30
OCTG: U.S. imports, by sources, 1992-94, Jan.-Mar, 1994, and Jan.-Mar. 1995 ... II-33
OCTG: U.S. shipments of domestic product and U.S. shipments of imports,

by sources, sizes, and grades, 1994 . . ... ... ... ... ... ... n-37
OCTG: Apparent U.S. consumption and market penetration, 1992-94, Jan.-Mar. 1994,

and Jan.-Mar. 1995 . . . . ... i e 1I-39
Product la: F.o.b. prices reported by U.S. producers and importers of OCTG from

Italy, Japan, Korea, and Mexico, by quarters, Jan. 1992-Mar. 1995 . . . .. ... ... 11-47
Product Ib: F.o.b. prices reported by U.S. producers and importers of OCTG from

Korea, by quarters, Jan. 1992-Mar. 1995 . . . .. .. .. ... ... ... ... ... 147
Product 3a: F.o.b prices reported by U.S. producers and importers of OCTG from

Italy, Japan, Korea, and Mexico, by quarters, Jan. 1992-Mar. 1995 .. . ... ... .. 1147
Product 3b: F.o.b. prices reported by U.S. producers and importers of OCTG from

Korea, by quarters, Jan. 1992-Mar. 1995 . . . . ... ... ... ... ... ... ..., 1147
Product 4: F.o.b. prices reported by U.S. producers and importers of OCTG from

Argentina, Austria, Japan, and Spain, by quarters, Jan. 1992-Mar. 1995 ... ... .. 11-47
Product 5a: F.o.b. prices reported by U.S. producers and importers of OCTG from

Argentina, Austria, and Japan, by quarters, Jan. 1992-Mar, 1995 ... .. ....... 1147
Product 5b: F.o.b. prices reported by U.S. producers and importers of OCTG from

Korea, by quarters, Jan. 1992-Mar. 1995 . . . . . ... ... . ... ... ... ... .., 1147
Product 6a: F.o.b. prices reported by U.S. producers and importers of OCTG from

Argentina, Austria, Japan, and Mexico, by quarters, Jan. 1992-Mar. 1995 . . . . . .. 1147
Product 6b: F.o0.b. prices reported by U.S. producers and importers of OCTG from

Korea, by quarters Jan. 1992-Mar. 1995 . ... ... .. .. .. ... . 11-48
Product 7a: F.o.b. prices reported by U.S. producers and importers of OCTG from

Argentina, Italy, and Mexico, by quarters, Jan. 1992-Mar. 1995 . ... ... ... ... 11-48
Product 7b: F.o.b. prices reported by U.S. producers and importers of OCTG from

Korea by quarters, Jan. 1992-Mar. 1995 . . ... ... ... . ... . ... .. ... 148
Product 9: F.o.b. prices reported by U.S. producers and importers of OCTG from

Japan, by quarters, Jan. 1992-Mar. 1995 . . .. ... ... ... ... L. ... 1148
Product 10: F.o.b. prices reported by U.S. producers and importers of OCTG from

Argentina, Italy, Japan, and Mexico, by quarters, Jan. 1992-Mar. 1995 . ... . ... 11-48
Product l1a: F.o.b. prices reported by U.S. producers and importers of OCTG from

Italy, Japan, and Mexico, by quarters, Jan. 1992-Mar. 1995 ............... 1148

Product 12: F.o.b. prices reported by U.S. producers and importers of OCTG from
Argentina and Mexico, by quarters, Jan. 1992-Mar. 1995 . .. .. ... .. ... . ... 1148

iv



CONTENTS

Tables — Continued

38.
39.
40.
41.
42.
43.

44,

A6
A-7

A-8

Product 13: F.0.b. prices reported by U.S. producers and importers of OCTG from
Japan, by quarters, Jan. 1992-Mar. 1995 . . ... ... ... ... e ..
Margins of underselling (overselling) for products 1a and 1b, by countries and by
guarters, Jan. 1992-Mar. 1995 ... ... e e et e e e
Margins of underselling (overselling) for products 3a and 3b, by countries and by
quarters, Jan. 1992-Mar. 1995 . . . ... .. ... ... .
Margins of underselling (overselling) for product 4, by countries and by quarters,
Jan. 1992-Mar. 1995 . . .. .. ... e e e
Margins of underselling (overselling) for products 5a and 5b, by countries and by
quarters, Jan. 1992-Mar. 1995 . . . . ... . ... ... Lo
Margins of underselling (overselling) for products 6a and 6b, by countries and by
quarters, Jan. 1992-Mar. 1995 . . . ... . . ... ... e
Margins of underselling (overselling) for products 7a and 7b, by countries and by
quarters, Jan. 1992-Mar. 1995 ... ... ... ... .. .. ..,
Margins of underselling (overselling) for products 9 and 10, by countries and by
quarters, Jan. 1992-Mar. 1995 ... ... ..... .. ... . Lo oo
Margins of underselling (overselling) for products 11a, 12, and 13, by countries and by
quarters, Jan. 1992-Mar. 1995 . . . ... . .. .. ... e e
OCTG: Summary data concerning the U.S. market, 1991-94, Jan.-Mar. 1994, and
Jan-Mar. 1995 . . . ... e
Drill pipe: Summary data concerning the U.S. market, 1992-94, Jan.-Mar. 1994, and
Jan.-Mar. 1995 . . . e e
OCTG excluding drill pipe: Summary data concerning the U.S. market, 1992-94,
Jan.-Mar. 1994, and Jan.-Mar. 1995 .. ... ... . . ... . e
Average number of production and related workers in U.S. mills and U.S. finishing
facilities wherein OCTG are produced, hours worked, wages and total compensation
paid to such employees, and hourly wages and compensation, 1992-94, Jan.-Mar.
1994, and Jan.-Mar. 1995 . . . .. . ...
OCTG: Summary financial data concerning consolidated results of U.S. producets
including processors, 1992-94, Jan.-Mar., and Jan.-Mar. 1995 . ... ... .. .. ...
OCTG: Summary financial data concerning consohdated results of U.S. producers

including processors and threaders, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . .

Drill pipe: Summary employment and financial data concerning consolidated results of
U.S. producers, including processors, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

OCTG excluding drill pipe: Summary employment and financial data concerning
consolidated results of U.S. producers, including processors, 1992-94, Jan.-Mar,
1994, and Jan.-Mar. 1995 . . .. ... L e e

OCTG excluding drill pipe: Summary employment and financial data concerning
consolidated results of U.S. producers, including processors and threaders, 1992-94,
Jan.-Mar. 1994, and Jan.-Mar. 1995

.............................

E’



CONTENTS

Tables — Continued

E-1 Drill pipe: Argentine capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 199596 . . . . .
E-2 OCTG excluding drill pipe: Argentine capacity, production, inventories, capacity
utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected
1995-96 . . . L e e e e e
E-3 Drill pipe: Japanese capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar.- 1994, Jan.-Mar. 1995, and. projected 1995-96
E-4 OCTG excluding drill pipe: Japanese capacity, production, inventories, capacity
utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected
1995-96 . . . . e e e e,
E-5 Drill pipe: Mexican capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96
E-6 OCTG excluding drill pipe: Mexican capacity, production, inventories, capacity
utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected
1995-06 . . . e e e e e e e
F-1 Specialty products: U.S. shipments of domestic product, U.S. shipments of imports,
by sources, and apparent U.S. consumption, by products, 1992-94, Jan.-Mar. 1994,
and Jan.-Mar. 1995 . . . ... e e e
F-2 Alaskan shipments:  U.S. shipments of domestic product, U.S. shipments of imports,
by sources, and apparent U.S. consumption of OCTG shipments to Alaska, by
products, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995 . .. ... ... ... ......
F-3 OCTG: U.S. shipments of imports, by finishes and by sources, 1992-94, Jan.-Mar.
1994, and Jan.-Mar. 1995

------

ooooo

....................................

Note.—Information that would reveal confidential operations of individual concerns may not be

published and therefore has been deleted from this report. Such deletions are indicated by asterisks.

vi



GLOSSARY

Act ... Tariff Act of 1930
Allied .................. Allied Tube & Conduit Corp.
APL . ...... ... .. .. ... American Petroleum Institute
Armco ........... e e e Armco, Inc.
Arvedi . ................. Acciaierie Tubificio Arvedi S.p.A.
Bellville . ................ Bellville Tube Corp.
Bourland . ... ............. Bourland and Leverich
Bovaird ................. The Bovaird Supply Co.
CampHill ................ Camp Hill Corp.
Cargill ... ............... Cargill, Inc.
CF&I . ................. " CF&I Steel, L.P. .
Commission . . ............. U.S. International Trade Commission
Commerce . . .............. U.S. Department of Commerce
Customs ................. U.S. Customs Service
Dalmine . ................ Dalmine S.p.A.
Dalmine USA . ............ Dalmine USA, Inc.
Dongbu ................. Dongbu Steel Co., Ltd.
Dongkuk . ................ Dongkuk International, Inc.
Exxon .................. Exxon Corp.
FMV ... .. . Foreign market value
Fob . ....... ... ....... Free on board
FR. ... ... . Federal Register
FTZ ......... . ... ... ... Free trade zone
GATT ....... ... General Agreement on Tariffs and Trade
Grant . ... .... ... .. .. ..., Grant TFW, Inc.
Grinpell . ................ Grinnell Corp.
H&P . ..... ... ... ... ..., Helmerich & Payne International Drilling Co.
HTS ...... .. ... ... ..., Harmonized Tariff Schedule
Hylsa................... Hylsa S.A. de C.V.
Hyundai ................. Hyundai Pipe of America, Inc.
Hyundai Pipe . ............. Hyundai Pipe Co., Ltd.
IPSCO . ... ... .. ......... IPSCO Steel, Inc.
JoyPipe ... ... ........... Joy Pipe, Inc.
Kawasaki ................ Kawasaki Steel Corp.
Kawasho . . ............... Kawasho International U.S.A., Inc.
Kobe ................... Kobe Steel, Ltd.
Koppel .. ................ Koppel Steel Corp.
Korea Steel ............... Korea Steel Pipe Co., Ltd.
LoneStar ................ Lone Star Steel Co.
LTFV ... .. ... . Less than fair vaiue
LTV ... i i LTV Steel Tubular Products Co.
Maruichi . ... ............. Maruichi Steel Tube, Ltd.
Maverick ................ Maverick Tube Corp.

"MC Tubular . ............. MC Tubular Products, Inc.
Mitsui ,................. Mitsui Tubular Products, Inc.
NAFTA . ................ North American Free Trade Agreement
Newport . ................ Newport Steel Corp.

vii



GLOSSARY

N-ITubulars .............. N-I Tubulars, Inc.

NKK ........... ..., NKK Corp.

North Star . . .............. North Star Steel Ohio

NSC ... . Nippon Stee! Corp.

NSGroup ................ NS Group Inc.

OCTG .................. Oil country tubular goods

OD. ....... . . Quter diameter

OMSCO ................. OMSCO Industries

Oregon Steel . ............. Oregon Steel Mills

Paragon ................. Paragon Pipe

Prideco ................. Prideco, Inc.

. Pounds per square inch

Pusan ........ e e e e Pusan Pipe America, Inc.

Pusan Steel . .............. Pusan Steel Pipe Corp.

Pytamid ................. Pyramid Tubular Products, Inc.
Quamex ................. Quanex Corp.

Samsung .. ............... Samsung America, Inc.

Sawhill . .. ............... Sawhill Tubular Division
SG&A . ... ... ... ... Selling, general, and administrative
Siderca . . ................ Siderca Corp.
Smith................... Smith International, Inc,
Sumitomo . ............... Sumitomo Corp. of America
Sumitomo Metal .. .......... Sumitomo Metal Industries, Ltd.
TAD .. ... .. . . TAD USA, Inc.

Tamsa ..........ccuo.vv.. Tamsa, Inc.

Timken ................. The Timken Co.

Trident . . .. .............. Trident Steel Corp.

Tubhier ................. Tubhier S.A.

Tubosde Acero . ........... Tubos de Acero de Mexico S.A.
Tubos Reunidos . ........... Tubos Reunidos America, Inc.
UnionSteel ............... Union Steel Mfg. Co., Ltd.
US. Steel . ............... U.S. Steel Group

USS/KKOBE ............... USS/KOBE Steel Co.

USX ... USX Corp.

Vinson .. ................ Vinson Supply Co.
Voest-Alpine . ............. Voest-Alpine Tubular Corp.
Voest-Alpine Kindberg ........ Voest-Alpine Stahlrohr Kindberg GmbH
Weatherford . ............. Weatherford Manufacturing

viii



PART I
DETERMINATIONS AND VIEWS OF THE COMMISSION






UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigations Nos. 701-TA-363-364 and 731-TA-711-717 (Final)

OIL COUNTRY TUBULAR GOODS (OCTG) FROM
ARGENTINA, AUSTRIA, ITALY, JAPAN, KOREA, MEXICO, AND SPAIN

Determinations

On the basis of the record' developed in the subject investigations, the Commission
determines, pursuant to sections 705(b) and 735(b} of the Tariff Act of 1930 (19 U.S.C.
§ 1671d(b) and 1673d(b), respectively), that an industry in the United States is materially
injured, or threatened with material injury, by reason of imports of OCTG? from the
following countries that have been found by the Department of Commerce (Commerce) to be
subsidized and/or sold in the United States at less than fair value (LTFV):

OCTG excluding

Country drill pipe' Drill pipe?
Argentina . . . . . 731-TA-T1P 731-TA-T11
ftaly ........ 701-TA-364* & 731-TA-T13* -

Japan ... ..... 731-TA-714° 731-TA-714
Korea ....... 731-TA-715° -

Mexico . ...... 731-TA-716* 731-TA-716

" These determinations are based on findings of material injury.

* These determinations are based on findings of threat of material injury (Chairman Watson
and Commissioner Crawford finding material injury).

* Chairman Watson and Commissioner Crawford dissenting.

¢ Chairman Watson, Vice Chairman Nuzum, and Commissioner Crawford dissenting. -

’ Chairman Watson dissenting.

The Commission further determines that an industry in the United States is not materially
injured or threatened with material injury, and that the establishment of an industry in the
United States is not materially retarded, by reason of imports of OCTG from the following
countries that have been found by Commerce t0 be subsidized and/or sold in the United
States at LTFV:

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19
CFR § 207.2(f)).

2 OCTG are hollow steel products of circular cross-section. These products include oil well casing,
tubing, and drili pipe, of iron (other than cast iron) or steel (both carbon &nd alloy), whether or not
conforming to API or non-API specifications, whether finished or unfinished (including green tubes
and limited service OCTG products). These investigations do not cover casing, tubing, or drill pipe
containing 10.5 percent or more of chromium. OCTG other than drill pipe are provided for in
subkeadings 7304.20 (excluding subheadings 7304.20.70 and 7304.20.80), 7305.20, and 7306.20 of
the Harmonized Tariff Schedule of the United States; drill pipe is provided for in subheadings
7304.20.70 and 7304.20.80.
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OCTG excluding

Country drill pipe Drijll pipe

Austria . . ... .. 701-TA-363' & 731-TA-712' 701-TA-363 & 731-TA-712
Italy ........ - 701-TA-364 & 731-TA-713
Korea ....... - 731-TA-715

Spain . ....... 731-TA-717 731-TA-717

" Commissioners Newquist and Bragg dissenting.

Background

The Commission instituted these investigations effective December 2, 1994; January 24,
1995; February 2, 1995; and June 20, 19935, following determinations by Commerce that
imports of OCTG from Austria and Italy were being subsidized within the meaning of section
703(b) of the Tariff Act of 1930 (19 U.S.C. § 1671b(b)) and that imports of OCTG from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain were being sold at LTFV within
the meaning of section 733(b) of the Tariff Act of 1930 (19 U.S.C. § 1673b(b)). The
petitions for these investigations were filed on June 30, 1994, prior to the effective date of
the Uruguay Round Agreements Act. Thus, these investigations were subject to the
substantive and procedural rules of the Tariff Act of 1930 as it existed prior to the Uruguay
Round Agreements Act?

Notices of the institution of the Commission’s investigations and of a public hearing to be
held in connection therewith was given by posting copies of the notice in the Office of the
Secretary, U.S. International Trade Commission, Washington, DC, and by publishing the
notices in the Federal Register of January 12, 1995; February 23, 1995; and June 23, 1995,
(60 F.R. 2983; 60 F.R. 10107; and 60 F.R. 32708). The hearing was held in Washington,
DC, on June 27, 1995, and all persons who requested the opportunity were permitted to
appear in person or by counsel.

* See P.L. 103-465, approved December 8, 1994, 108 Stat. 4809, at § 291.
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VIEWS OF THE COMMISSION

Based on the record in these final investigations, we determine that an industry in the
United States is materially injured by reason of imports of oil country tubular goods
excluding drill pipe (also referred to herein as "casing and tubing”) from Argentina, Italy,
Japan, Korea, and Mexico that are sold in the United States at less than fair value
("LTFV").' > We also determine that an industry in the United States is materiaily injured by
reason of subsidized imports of casing and tubing from Italy. We find that an industry in the
United States is not materially injured or threatened with material injury by reason of imports
of casing and tubing from Austria and Spain that are sold at LTFV or subsidized.’

We further determine that an industry in the United States is threatened with material
injury by reason of imports of drill pipe from Argentina, Japan, and Mexico that are sold at
LTFV.* We determine that we would not have made an affirmative material injury
determination but for the suspension of liquidation. Finally, we unanimously determine that
an industry in the United States is neither materially injured nor threatened with material
injury 5by reason of LTFV or subsidized imports of drill pipe from Austria, Italy, Korea, or
Spain.”

1

Chairman Watson finds that an industry in the United States is not materially injured or
threatened with material injury by reason of imports of casing and tubing from Argentina, Austria,
Italy, Japan, Korea, Mexico, or Spain. Commissioner Crawford finds that an industry in the United
States is not materially injured or threatened with material injury by reason of imports of casing and
tubing from Argentina, Austria, Italy, Korea, Mexico, or Spain. Additionally, Commissioner
Crawford finds that an industry in the United States is materially injured by reason of imports of
casing and tubing from Japan. See Separate and Dissenting Views of Chairman Watson and Separate
and Dissenting Views of Commissioner Crawford. They join in these views in the discussion of like
product, domestic industries, condition of the industries, negligibility of casing and tnbing imports
from Austria and Spain, comulation of drill pipe imports, and negligibility of drill pipe imports from
Austria, Italy, Korea, and Spain.

?  Vice Chairman Nuzum finds that an industry in the United States is neither materially injured
nor threatened with material injury by reason of LTFV or subsidized imports of casing and tubing
from Italy. See Separate and Dissenting Views of Vice Chairman Nuzum.

* Commissioner Newquist and Commissioner Bragg find that an industry in the United States is
materiglly injured by reason of imports of casing and tubing from Austria and Spain, See Separate
and Dissenting Views of Commissioner Newquist and Separate and Dissenting Views of Commissioner
Bragg.

4

Chairman Watson and Commissioner Crawford find that an industry in the United States is
materially injured by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate
and Dissenting Views of Chairman Watson and Separate and Dissenting Views of Commissioner
Crawiford.

* Whether the establishment of an industry in the United States is materially retarded is not an
issue in these investigations.

The petition in these investigations was filed prior to the effective date of the Uruguay Round
Agreements Act ("URAA"). See P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, at § 291.
Thus, these investigations are conducted pursnant to substantive and procedural rules of the law as it
existed prior to the URAA. Accordingly, all references to the statute contained herein are to the
statute as it existed prior to the URAA.
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| LIKE PRODUCT

A.  In General

In determining whether an industry in the United States is materially injured by
reason of the subject imports, the Commission must first define the "like product” and the
"industry.” Section 771(4)(A) of the Tariff Act of 1930 (the "Act") defines the relevant
industry as the "domestic producers as a whole of a like product, or those producers whose
collective output of the like product constitutes a major proportion of the total domestic
production of that product.” In turn, the Act defines "like product” as a "product which is
like, or in the absence of like, most similar in characteristics and uses with, the article
subject to an investigation."’

The Commission’s decision regarding the appropriate like product(s) in an
investigation is essentially a factual determination, and the Commission applies the statutory
standard of "like or most similar in characteristics and uses” on a case-by-case basis.* No
single factor is dispositive, and the Commission may consider other factors it deems relevant
based upon the facts of a particular investigation. Generally, the Commission requires clear
dividing lines among possible like products and disregards minor variations.” While the
Commission must accept the determination of the Department of Commerce ("Commerce")
as to which imported merchandise is within the class or kind of merchandise sold at less than
fair value, the Commission determines what domestic product or products is or are like the
imported articles identified by Commerce."

The imported products subject to these investigations consist of:

{H}ollow steel products of circular cross-section, including oi}
well casing, tubing, and drill pipe, of iron (other than cast
iron) or steel (both carbon and alioy), whether seamless or
welded, whether or not conforming to American Petroleum
Institute ("API") or non-API specifications, whether finished
or unfinished (including green tubes and limited service

¢ 19 U.S.C. § 1677(4)(A).
? 19 U.S.C. § 1677(10).

' See, e.g., Nippon Steel Corp. v. United States, Slip Op. 95-57, at 11 (Ct. Int'l Trade Apr. 3,
1995); Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’]l Trade 1990), aff'd, 938
F.2d 1278 (Fed. Cir. 1991) ("{E}very like product determination *must be based on the particular
record at issue’ and the 'unique facts of each case.’”). In analyzing like product issues, the
Commission generally considers six factors, including: (1) physical characteristics and uses; (2)
interchangeability; (3) channels of distribution; (4) customer and producer perceptions; (5) common
manufacturing facilities and production employees; and (6) where appropriate, price. See Aramide
Maatschappij V.O.F. v. United States, Slip Op. 95-113, at 4 (Ct. Int'] Trade June 19, 1995);
Calabrian Corp. v. United States, 794 F. Supp. 377, 382 n.4 (Ct. Int'] Trade 1992).

°® Torrngton Co. v. United States, 747 F. Supp. at 748-49.

See, e.2., Algoma Steel Corp. v. United States, 688 F. Supp. 639, 644 (Ct. Int’] Trade 1988)
("ITC does not look behind ITA’s determination, but accepts ITA’s determination as to which
merchandise is in the class of merchandise sold at LTFV"), aff’d, 865 F.2d 240 (Fed. Cir. 1989);

Torrington Co. v, United States, 747 F. Supp. at 748.

0
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OCTG products). This scope does not cover casing, tubing,
or drill pipe containing 10.5 percent or more of chromium."

In the preliminary investigations we found one like product consisting of all oil
country tubular goods ("OCTG").” We indicated in our opinion that in any final
investigations we would revisit the issue of whether drill pipe should be considered a separate
like product from casing and tubing. We find that the evidence on the record in these final
investigations warrants a finding that drill pipe is a separate like product from casing and
tubing. We do not find the evidence supports a finding that heavy-weight drill pipe is a
separate like product.

B. Whether Drill Pipe Should Be a Separate Like Product
from Casing and Tubing

Casing, tubing, and drill pipe are all used in the extraction of 0il or natural gas. In
the preliminary determinations we found casing, tubing, and drill pipe to be one like product
due to their overlapping physical characteristics, sales through same channels of distribution,
and common manufacturing facilities and production employees.” In these final
investigations, respondents continue to argue that drill pipe is a separate like product;
petitioners argue that all OCTG should be considered one like product due to overlapping
physical characteristics, evidence of interchangeability, similar channels of distribution, and
common production facilities and employees.' We find that drill pipe is a separate like
product from casing and tubing due primarily to the distinctions of drill pipe in terms of
physical characteristics and end uses, and due to the lack of interchangeability between drill
pipe and casing or tubing.”*

One of the fundamental physical characteristics distinguishing drill pipe from casing
and tubing is the addition of a tool joint, which is welded onto the drill pipe during finishing
operations. The tool joint is a high-value, precision-engineered tool which is very different
from the thread-and-couple connections used to finish casing and tubing.' Even prior to
finishing, there are certain distinctions between drill pipe and other OCTG products: drill
pipe tends to be shorter and heavier than casing or tubing; most drill pipe is made of low
alloy steel, whereas casing and tubing are primarily made of carbon steel; and the average

" Final Determinations of Sales at Less Than Fair Value: Qil Country Tubular Goods From

Arpentina, Austria_Italy, Japan, Korea, Mexico, and Spain, 60 Fed. Reg. 33539 (June 28, 1995);
Final Affirmative Countervailing Duty Determination: Certain Qii Country Tubular Goods From
Austria_and Italy, 60 Fed. Reg. 33534, 33577 (June 28, 1999).

2 0i] Country Tubular Goods from Argentina, Austria, Italy. Japan Ko Mexico, and Spain,
Invs. Nos. 701-TA-363 and 364 and 731-TA-711-717 (Preliminary), USITC Pub. 2803 (Aug. 1994) at
I-7-8 (hereinafter "Preliminary Determination™).

¥ Preliminary Determination at I-7-8.

See generally Petitioners’ Prehearing Brief at 6-11.

We note that in previous OCTG investigations, even though the Commission found drill pipe to
be a separate like product, the Commission analyzed the drill pipe industry based on data for all
OCTG, pursuant to the product line provision (19 U.S.C. § 1677(4)(D)), because the industry was
unable to break out the data for drill pipe. In these investigations, there are adequate data on the drill
pipe industry (beginning with 1992 data) to make a determination on data specific to the drill pipe
industry. Tables A-2 and A-7, PR at A-7 and A-10; CR at A-7 and A-15.

¥ The changes in physical characteristics upon finishing are least pronounced in casing and most
pronounced in drill pipe. PR at II-11; CR at i-13.

14

15
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tensile 1s"trengt*.h specifications for unfinjshed drill pipe are higher than those for casing and
tubing.

While casing, tubing, and drill pipe form a single unit used in the extraction of oil or
natural gas, r.hey are individually designed to perform distinct functions. Drill pipe is a tool
which transmits power from ground level to rotate the drill bit at the end of the drill string.”
Because of drill pipe’s need to withstand the extreme pressure of drilling the well hole, the
tool joints which connect the drill pipe in the drill string reqmre much more strength and
endurance than the more basic couplmg connections of casing and tubing.” Casing’s function
is to line the interior of the well hole in order to provide a firm foundation for the dnll
string. - Casing can also be used as a surface pipe to conduct the recoverable oil or gas.”
Tubing’s function is to conduct the oil or gas from the subsurface to the surface.”

Although two U.S. mills reported that unfinished tubing can be used interchangeably
with unfinished drill pipe, there is very little evidence of purchasers actually using drill pipe
interchangeably with casing or tubing at the unfinished stage.” Once drill pipe is fitted with
a tool joint there appears to be a complete lack of interchangeability. In addition, customers
and even producers reported that they perceive drill pipe and other OCTG to be different
products, and that those products are interchangeable only to a limited degree.® All types of
OCTG are sold to distributors and end users, but distributors which purchase and resell
casing and tubing generally do not also sell drill pipe.”

Five out of 16 U.S. mills reported producing unfinished drill pipe in addition to other
OCTG. Only four, however, reported that the same equipment, machmery, and production
employees are used to make drill pipe and casing and/or tubing.® Virtually all producers of
OCTG reported that they can produce other non-OCTG products using the same facilities and

7

PR at 1I-7; CR at I-7. There is some overlap in the diameter, wall thickness, and lengths of
drill pipe and casing and tubing, PR at II-7; CR at I-7; Posthearing Brief of Mitsui Tubular Products
at 34,

The drill string is composed of drill pipe, drill collars, and the drill bit. The driil bit bores
through the earth. PR at [I-6 n.11 and 1I-7; CR at I-6 n.11 and I-7.

¥ Prehearing Brief on Behalf of Japanese Respondents NKK Steel Corp. and MC Tubular
Products, Inc. at 4-5.

¥ PR at [1-6; CR at I-6.
2 PR at 1I-7; CR at I-7.
Z PR at I1-8-9; CR at I-9.

B Of 27 distributors who responded to the question of whether drill pipe was interchangeable with
other OCTG, 6 responded that it could be in certain circumstances, but only two listed any specific
instances of such an occurrence. Petitioners argued in their posthearing brief that the question posed
in the purchaser questionnaires was ambiguous since it did not indicate whether the question on
interchangeability was directed at the finished or unfinished stage, Staff conducted follow-up
interviews which confirmed limited interchangeability among unfinished products and none among
finished products. PR at II-8-9 & nn.23 & 24; CR at I-9 & nn.23 & 24; Hearing Transcript (public
session) at 59; Posthearing Brief of NKK and MC Tubular at 2.

* PR atII-9 & n.25; CR at I-10 & n.25.

® PR at II-8; CR at I-8. The record indicates that certain processors of OCTG products can use
the same production facilities and processes to finish drill pipe as well as other OCTG products, See,
€.g., Petitioners’ Prehearing Brief at 7.
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employees (e.g., line pipe, standard pige, specialty tubing, structural tubing, piling pipe,
conduit hollows, and redraw hollows).

Petitioners concede that the price of finished drill pipe is generally higher than the
price of tubing and casing because of higher finishing costs. Data collected by the
Commission indicate that prices for unfinished drill pipe were generally in the same range as
prices for other unfinished OCTG, but prices for finished drill pipe were significantly higher
than prices for other finished OCTG.”

On balance, we find that the differences in physical characteristics of drill pipe and
other OCTG, the lack of interchangeability of drill pipe for casing or tubing, the different
customer and producer perceptions, and the difference in prices, support finding two like
products.

C. Whether Heavy-Weight Drill Pipe Should Be a Separate Like Product

Respondent Mitsui Tubular Products, Inc., argues that heavy-weight drill pipe
{("HWDP") is a separate like product from other types of drill pipe, i.e,, standard-weight drill
pipe ("SWDP").* We disagree.

We find that there are substantial similarities between HWDP and SWDP. HWDP
has the same general characteristics as SWDP, with the primary distinction being in the
thickness of the walls.” Both HWDP and SWDP are welded to tool joints, which we find to
be one of the essential distinguishing characteristics of drill pipe generally. Furthermore,
HWDP is used for the same purpose as SWDP, namely, as part of the drill string used to
rotate the drill bit.* Indeed, HWDP is used in the same drill string as SWDP. HWDP is
used in extreme drilling conditions, such as directional drilling or deep well drilling, just as
large diameter casing is used in deeper wells as part of a continuum of casing of different
sizes. HWDP and SWDP are sold through the same channels of distribution and *** *

Based on the foregoing, we find that HWDP is not a separate like product from other
types of drill pipe.

. M IC INDUSTRIES
A. In General
Section 771(4)(A) of the Act defines the relevant industry as the "domestic producers

as a whole of a like product, or those producers whose collective output of the like product
constitutes a major proportion of the total domestic production of that product . . . ."*¥ In

% PR at II-20; CR at I-25. Notably, none of the U.S. mills manufactures the tool joint or welds
the tool joint to the unfinished drill pipe. PR at II-8 n.18; CR at I-8 n.18. We also note that ##* g
major U.S, producer of unfinished dnill pipe, does not produce other OCTG. This producer’s share of
U.S. drill pipe production was *** percent in 1994, and its share of total U.S. OCTG production was
*&* percent in 1994. PR at [I-8 n.20; CR at I-8 n.20; Table 3, PR at II-17; CR at I-19.

PR at II-10; CR at I-12.

Posthearing Statement of Mitsui at 1 and 4.

PR at II-7; CR at I-7. HWDP also has a raised center. PR at II-11 n.30; CR at I-13 n.30.
PR at II-7; CR at 1-7.

* PR atI1-6-7 n.12; CR at I-6 n.12.

% PR at II-8 n.20 and II-9 1.25; CR at I-8 n.20 and [-10 n.25.

® 19 U.S.C. § 16TH(4)(A).
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defining the domestic industry, the Commission’s general practice has been to include in the
industry producers of all domestic production of the like product whether toll-produced,
captively consumed, or sold in the domestic merchant market.*

In light of our like product determination, we find that there are two domestic
industries consisting of (1) the domestic producers of OCTG excluding drill pipe (i.e.,
producers of casing and tubing) and (2) the domestic producers of drill pipe. In defining
each industry, we considered whether any finishers of the different types of OCTG should be
included within the respective industry definitions, and if so, which types of finishers.

B. Whether Finishers Are Members of the Domestic Industries

In the United States, finishing operations on all types of OCTG including drill pipe
are performed by U.S. m:lls, by firms that perform finishing activities under contract for a
set fee (toll producers),” and by finishers who purchase unfinished OCTG and resell the
finished product. The majomy of all non-mill finishers are toll producers, with the exceptlon
of drill pipe finishers,*

The Commission considers ﬁrms to be domestic producers based on their production-

related activity in the United States.” Petitioners argue that the finishers do not perform

sufficient production-related activities to qualify as part of the domestic industries.®
Respondents, on the other hand, argue that the Commission should include finishers in the
U.S. industries.”

According to the data collected in these final investigations, there is a very wide
range of finishing operations that can be performed depending on the form of product being
finished (i.e., casing and tubing, or drill pipe);” the product specification; the weight per

¥ See, e.g., United States Steel Group v. United States, 873 F. Supp. 673 (Ct. Int'l Trade 1994),
aff"d Certain Flat-Rolled Carbon Steel Products from Argentina et al., Invs. Nos. 701-TA-319-332,
334, 336-342, 344, and 347-353 & 731-TA-573-579, 581-592, 594-597, 599-609, and 612-619 {Final),
USITC Pub. 2664 (Aug. 1993), at 17; Aramid Fiber Formed of Para-Phenylene Terephthalamide from
the Netherlands, Inv. No. 731-TA-652 (Final), USITC Pub. 2783 (June 1994), at I-8 - 1-9, aff’d,
Aramide Maatschappij V.O.F. v. United States, Slip Op. 95-113 (Ct. of Int’l Trade June 19, 1995).

¥ The Commission has previously described toll arrangements as contracts under which a
customer delivers raw material to a toll producer, who then manufactures the product, and returns it to -
the customer for a fee. Typically, a toll producer never takes title to the raw or finished material.
The Commission has generally considered toll producers to be members of the domestic industry.
See, e.g., Ferrovanadium and Nitrided Vanadium from Russia, Inv. No. 731-TA-702 (Final), USITC
Pub. 2904 {June 1995).

* PR at 1I-17-18; CR at 1-20-22.

¥ The Commission examines six specific factors in this regard: (1) the extent and source of a
firm's capital investment; (2) the technical expertise involved in U.S. production activity; (3) the value
added to the product in the United States; (4) employment levels; (5) the quantities and types of parts
sourced in the United States; and (6) any other costs and activities in the United States leading to
production of the like product, including where production decisions are made. See, e.g.,
Ferrovanadium and Nitrided Vanadium from Russia, Inv. No. 731-TA-702 (Final), USITC Pub. 2904
(June 1995).

*®  Petitioners’ Posthearing Brief, Vol. II, at 53-56.

¥  See generally Respondents’ Joint Prehearing Brief at 63-68.

“  In general, casing is heat treated and then threaded and coupled; tubing is first upset, and then
heat treated and threaded and coupled; drill pipe is usually upset and heat treated and a tool joint is
ther: welded onto the drill pipe. PR at 1I-8 and 1I-11-12; CR at I-8 and I-13.
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piece of the unfinished product;” and any other requirements of the end user.® Finishers can
be divided into two groups: (1) processors and (2) threaders. Processors may perform a
range of finishing operations, including heat treatment, machining, and threading and
coupling.® Processors finish OCTG excluding drill pipe as well as drill pipe.* Threaders,
howeveé, only perform threading and/or coupling operations, and only for casing and

tubing.

We find that processors should be included in both the domestic casing and tubing
industry and in the domestic drill pipe industry, but those firms that only perform basic
threading and coupling operations should not.* “ Processors generally operate facilities
capable of heat treating full lengths of pipe and are able to conduct all required tests and
inspections.® The heat treatment and other operations performed by processors actually
alters the pipe’s microstructure or mechanical properties, and allows the processors to
determine the final grade of the pipe.® In addition, in the case of drill pipe, friction welding
- the process of welding the tool joint to the body of the pipe — requires dedicated
equipment and technical expertise which further precludes threaders from performing the
operation.® " In order to perform these operations, processors, especially drill pipe
processors, employ significant levels of expertise, including metallurgical and engineering
skills.

‘' The lower the weight per p;iece of unfinished OCTG, the higher the finishing value added will
~ be on a per-ton basis. PR at 1i-12; CR at I-13. _

? PR at 1I-12; CR at I-13.

€ PR at II-11 n.27; CR at I-12 n.27.

“ PR at II-17; CR at I-20.

€ Drill pipe does not undergo threading or coupling.

“  We pote, however, that inclusion of threaders in the casing and tubing industry data would not
have significantly altered that industry’s performance indicators. Thus, our determinations would not
change if threaders were inciuded in the industry data.

¥ Chairman Watson and Commissioner Crawford find that both processors and threaders should
be included within the domestic casing and tubing industry and thus do not join in the remainder of
this section, The value added by non-toll processors as well as threaders was significant, averaging
32.2 percent and 21.8 percent, respectively. PR at II-12; CR at I-14. Capital investment of threaders,
while lower than those for processors, was still significant at $*** to $***, PR at II-18; CR at I-22.
In addition, empioyment levels of threaders, while smaller than those for processors, were still
significant, ranging from 385 workers in 1992 to 399 workers in 1994. PR at II-18; CR at 1-23.

*  Specification for Drill Pipe, API Specification 5D, 3rd Ed., Aug. 1, 1992 at 23. We note that
there are two firms that we have included in the processors category which do not heat treat. These
firms, however, finish heavy-weight drill pipe which requires extensive machining. PR at 1I-11 n.27
and II-17 n.41; CR at I-12 n.27 and 1-20 n.41. ,

“  See, e.g., PR at 1I-11 n.30; CR at 1-13 n.30. Basic threaders, on the other hand, simply
operate threading machines but are not allowed to change or alter the markings on the pipe body, or
certify that the pipe body complies with any API specification. See API Specification for Casing and
Tubing, 4th Ed., Nov. 1992,

* PR at II-17-18; CR at 1-20-23,

**  Petitioners argue, and the record supports the fact, that finishers that are involved in simple
threading of OCTG and adding couplings generally require little expertise. Petitioners” Posthearing
Brief, Vol. Ii, at 55; PR at 1I-18; CR at I-22.
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Processors of casing, tubing1 and drill pipe reported levels of capital investment
within the range of domestic mills.” The capital investment of threaders was genera]ly
lower.® The primary source of all finishers’ investment capital was bank financing.”

Consideration of the value added by casing and tubing finishers is less illuminating
than in other antidumping and countervailing duty investigations because value added cannot
be calculated for toll producers, and the majority of finishers for casing and tubing are toll
producers.* Value added, however, is more probative in the case of drill pipe processors
since none of the drill pipe processors produces on a toll basis. The value added to the
unfinished OCTG (casing, tubing, and drill pipe) and other raw materials ranges widely
depending on the type and level of finishing required. The average value added by
processors of casing and tubing was approximately 32.2 percent (excluding SG&A) The
average value added to unfinished drill pipe {and other raw materials) was higher.”

During the perlod of investigation, finishers reported aggregate employment levels
ranging from 1 271 in 1992 to a high of 1,589 in 1994. Processors represented over two-
thirds of this total.® During this same period, U.S. mills employed 2,286 in 1992, 3,143 in
1993, and 2,991 in 1994.% Employment by processors represented over one-fourth of total
U.S. industry employment.* U.S. dnll pipe processors’ employment levels exceeded
employment of U.S. drill plpe mills.*

Because processors invest a relatively substantial amount of capital in their finishing
operations (within the range of investment of some U.S. mills), exercise substantial technical

% Processors of casing and tubing reported capital investment ranging from $*** million to $***

million; drill pipe processors reported capital investment ranging from $*** million to $*** million.
The record indicates that capital investment of individual U.S. mills ranged from $*** million to $***
million (based on the book value of fixed assets). U.S. Producers’ Questionnaire Responses. Thus,
there is some overlap in investment levels of individual processors and U.S. mills, at Jeast at the low
end.

% Threaders’ capital investment ranged from $*** million to $*** million. PR at II-18; CR at I-
22 & n.43.

¥ PR at II-18; CR at I-22.

* PR at 1I-18; CR at [-20. Value added is calculated as a ratro of the conversion costs (labor and
factory overhead) over total cost of goods sold. Toll threaders and toll processors do not purchase
unfinished OCTG for their tolling operations. Thus, the calculations of value added presented in the
report are based on the costs of non-toll finishers. PR at 1I-12 & nn.31 & 32; CR at I-14 & nn.31 &
32.

*  If SG&A are included, the average value added is higher, 36.3 percent. PR at JI-12; CR at I-
14. Petitioners state that the value added from simple threading and coupling is small compared to the
value created in producing OCTG. Petitioners’ Posthearing Brief, Vol. II, at 55. Our data indicate
that threaders’ average value added was lower than processors (21.8 excluding SG&A costs and 29.2
percent including SG&A costs), but again we note that these figures may be less illuminating since
they are based on the operations of those threaders that purchased, rather than toll-produced,
unfinished OCTG. See PR at II-12; CR at 1-14.

' The average value added to unfinished drill pipe (and other raw materials) was *** percent
excluding SG&A and *** percent including SG&A. Questronnmre responses.

% PR at II-18; CR at [-23.
¥ Table 7, PR at 11-23; CR at 1-28.
“ PR at 1I-18; CR at [-23; Table A-4, PR at A-7: CR at A-13.

®  Drill pipe processors employed between *** o *** production and related workers between
1992 to interim 1995; compared with U.S. drill pipe mills which only employed *** to *** production
and related workers. Questionnaire responses.
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expertise, represent a significant level of overall employment of the industry, and add
substantial value to the end product, we include their operations in our consideration of the
domestic industries.® We were particularly persuaded to include drill pipe processors in the
domestic drill pipe industry because of the significant operations drill pipe processors
perform.® We note that none of the U.S. mills are capable of adding tool joints to drill
pipe; therefore, this significant finishing function is performed solely by drill pipe
processors.* © %

%  We note that finishers of OCTG acquire couplings, thread protectors, and tool joints in the
United States, in addition to the unfinished OCTG. PR at II-19; CR at ]-23.

€ PR at II-8 and 1I-11-12; CR at I-8 and I-13. As discussed earlier, a tool joint is & high-value,
precision-engineered tool and requires more extensive processing than required for casing and tubing.
® PR at Ii-8; CR at I-8.

©  The related parties provision, 19 U.S.C. § 1677(4)(B), allows the Commission to exclude a
domestic producer from the domestic industry for the purpose of making its injury determination if it
is either related to the exporters or importers of LTFV or subsidized merchandise, or is itself an
importer of that subject merchandise. None of the producers or processors we included in the
domestic industries imported subject imports or was related to exporters or importers of subject
merchandise. Petitioners raised a novel argument by claiming that those processors that primarily toil
finish subject imports should be excluded as related parties. Petitioners’ Posthearing Brief, Vol. II, at
52. We note that the related party provision has never been extended to include toll producers of
subject imports who are not otherwise related to exporters or importers or import subject merchandise
directly. The record indicates that only one processor, ***, processed significant quantities of subject
imports which it purchased from importers. Approximately *** percent of the OCTG toll produced by
*** was comprised of OCTG imports. PR at 1[-18; CR at I-21.

We do not find it necessary to determine whether toll producers who toll large volumes of
imports are subject to the related party provision for purposes of these investigations. *** comprised
only *** percent of all processing and only *** percent of total industry production of casing and
tubing. Thus, even if we had found *** to be a related party, we would not find that appropriate
circumstances exist to exclude it because of the small share of production *** represents and the fact
that inclusion or exclusion of *** data would not skew the overall industry results.

% In these investigations, Commissioner Bragg joins her colleagues in including processors in the
domestic industry based on their significant production-related activities, particularly in the case of drill
pipe. She notes, however, that the processors in these investigations are in a somewhat different
position than the domestic producers of OCTG as regards their vulnerability to unfair import
competition.

The processors are either toll processors, that charge their customers a fee for performing the
finishing work, or are independent processors who purchase unfinished OCTG and perform the
finishing operations, then sell the finished product. In either case, the value they add, and
consequently the profits they eamn, are insulated from the effect of subsidized or dumped imports in a
way that the operations of the domestic miils are not.

Commissioner Bragg does not believe that the statute or the record in these investigations
supports excluding the processors from the domestic industry. She does believe that it is appropriate
to take into account the greater vulnerability of the domestic mills to the effects of dumped or
subsidized imports in determining whether the domestic industry as a whole is experiencing material
injury by reason of subject imports. Thus, while she has looked at the data for the entire domestic
industry, she has placed particular emphasis on the condition of domestic mills in finding that subject
imports have materially injured the OCTG industries. She notes, however, that this emphasis did not
alter the outcome of her decisior with respect to either of the two domestic industries. Finally, her
decision to include processors in the domestic industry producing OCTG should not be construed as an
indication that in any future investigations she will automatically determine that processors are to be
included in the definition of the domestic industry. An analysis of the facts specific to each
mvestigation will govern their treatment of this issue.
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We decline to include threaders in the casing and tubing industry because of their
more limited levels of capital investment, lower levels of expertise, and lower levels of
employment.

LI CONDITION OF THE DOMESTIC INDUSTRIE§
A, In General

In assessing whether a domestic industry is materially injured by reason of LTFV or
subsidized imports, the Commission considers all relevant economic factors that bear on the
state of the industry in the United States.” These factors include output, sales, inventories,
capacity utilization, market share, employment, wages, productivity, profits, cash flow,
return on investment, ability to raise capital, and research and development. No single factor
is dispositive.

We are directed by the statute to consider all relevant factors "within the context of
the business cycle and conditions of competition™ that are distinctive to the OCTG
industries.® The parties have argued as to whether there is a business cycle that applies to
the OCTG industries and disagree as to whether the nature of the business cycle warrants an
analysis of the OCTG industries over a four-year period (1991-94), rather than the more
typical three-year period (1992-94). There is no evidence indicating that the OCTG business
cycle is different for drill pipe than for casing and tubing. Thus, our discussion of the
business cycie applies to both OCTG industries.

Respondents urged us to consider data for 1991 rather than 1992 as the starting point
in our analysis because 1992 was a low point in the cycle for the overall OCTG "industry."®
Petitioners dispute that 1992 was the low point in any cycle for the overall OCTG
"industry,” and claim that including 1991 data would itself be distortive because the Gulf
War disrupted demand.™

Arguably both 1991 and 1992 could be considered distortive. We find that reliance
on the data available for 1991 is problematic because those data, which were collected in the
preliminary investigations, are not reliably segregated in a manner that conforms with our
finding of two industries (OCTG excluding drill pipe and drill pipe) as are the later data; nor
do the 1991 data include processors, which we have considered part of both industries in
these final investigations. We find inclusion of the 1991 data is of reduced utility to our

19 U.S.C. § 1677(THC)(iii).
® 19 U.S.C. § 1677(7XC)iii).

®  As discussed above, we do not find a single OCTG "industry.” In respondeats’ view,
considering 1992 as a starting point in our analysis would be misleading because 1992 was the
"trough” in the OCTG business cycle. Thus, beginning an analysis of the industry in 1952 shows
imports rising significantly over the period of investigation when, in actuality, imports have been
steadily declining since 1984 and the spike in imports in 1993-94 was an unusual occurrence. They
provide the Commission with import trends beginning over ten years ago to support their claim that
there has been a steady and significant decline in imports since that period. They claim that the spike
in imports in 1993-94 was caused by cold temperatures which increased the demand for natural gas.
Respondents’ Joint Posthearing Brief at 2.

™ Petitioners claim that there were other lows in the industry in 1986 and 1989. In their view,
the OCTG industry’s demand has been relatively stable since 1986 with some interim cyclicity caused
by trends in drilling activity. Petitioners further claim that while oil drilling has declined, there has
been an upward trend in natural gas drilling. Petitioners’ Posthearing Brief, Vol. I, at 4-5, 7 and 8.
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determinations since such data do not correspond to the later data.” For these reasons, our
discussion focuses primarily on the data for 1992 to 1994.7 ®

We note certain conditions of competition relevant to our analysis of both the casing
-and tubing and the drill pipe industries. First, demand for all subject OCTG depends on the
level of oil and gas drilling, which in turn depends on such factors as the price of oil and gas
and climatic conditions.™ During the period of investigation, natural gas prices increased due
to two egtremely cold winters on the East Coast, which in turn caused an increase in drilling
activity.

We also take into account the fact that there are many types of OCTG products
produced to many different grades and API specifications. The basic grades sold are J-55,
K-55, L-80, N-80, and P-110, which are offered both by U.S. producers and importers of
subject OCTG.™ We also note that many of these grades are available in both welded and
seamless forms. Improvements in the technology used to produce welded OCTG have
reporteq_}y resulted in increased competition between the seamless and welded forms of
OCTG. :

Third, the parties have presented evidence pertaining to the distribution policies of
U.S. mills.® Respondents argue that U.S. producers restrict the distribution of their OCTG
products to certain preferred distributors.” The record demonstrates that most distributors,
however, purchase both domestic OCTG and subject imports,” and most U.S. mills sell to a
variety of different suppliers with very few exclusive contracts with distributors.”

" In addition, the 1991 data do not reflect the operations of a few domestic mills which provided

no or insufficient information in the preliminary investigations. These mills accounted for
approximately *** percent of domestic production in 1994.

”  We note that it is within our discretion to determine which period of data is most reliable.
Wieland Werke. AG v. United States, 718 F. Supp. 50, 55 (Ct. Int’l Trade 1989).

”  Vice Chairman Nuzum notes that her analysis focused primarily on 1993 and 1994 data, and
that she considered but placed less weight on both 1991 and 1992 data. She further notes that a
determination of whether an industry is experiencing present material injury necessarily requires
careful scrutiny of more recent representative data.

PR at I1-14; CR at I-14.

PR at II-14; CR at I-14-16.

See Table 21, PR at II-37; CR at 1-51; Petitioners’ Posthearing Brief at 15,
Respondents’ Joint Prehearing Brief at 15; Respondents’ Joint Posthearing Brief at 6.

U.S. mills consist of both integrated producers of the like products and minimilis.
Respondents’ Joint Prehearing Brief at 4-6. Chairman Watson and Commissioner Crawford note that
there is evidence on the record indicating that domestic minimills are more cost-efficient producers of
OCTG than the domestic integrated producers.

® Respondents’ Joint Posthearing Brief at 21-22.

®  See Memorandum INV-8-102.

¥ The U.S. mills reported that the most common criteria for selling to a distributor were credit-
worthiness and whether a particular distributor will expand the customer base of the mill. PR at II-
10; CR at I-11. Petitioners state that U.S. producers refuse 10 sell to certain distributors because they
fail to meet their criteria. Petitioners’ Posthearing Brief at 14-15.

1 83 & ¥
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B. The Domestic Industry Producing OQCTG Excluding Drill Pipe®

The period of investigation was characterized by generally increasing consumption of
OCTG excluding drill pipe. U.S. apparent consumption by quantity rose sharply from 1992
to 1993, and then declined slightly in 1994. The period January through March 1994
("interim 1994") also showed higher consumption than did the period January through March
1995 ("interim 1995")." The value of apparent consumption increased at an even greater
rate from 1992 t0 1993, and then also decreased slightly in 1994. This figure also increased
from interim 1994 to interim 1995.*

The quantity of domestic producers’ U.S. shipments rose from 1992 to 1993, but at a
lesser rate than consumption. U.S. shipments subsequently fell in 1994 at a rate greater than
the decline in consumption. Only in the interim period comparison did U.S. shipments rise
faster than consumption.”® The value of such shipments followed a similar pattern.*

U.S. producers’ share of the domestic market by quantity fell from 1992 to 1994, but
was higher in interim 1995 compared with interim 1994.” By value, the U.S. producers’
market share followed much the same trend, although there was a very slight increase
between 1993 and 1994 %

Production closely tracked shipments.” Average-of-period capacity increased
throughout the period examined.® Average-of-period capacity utilization was low and
fluctuated between years, but rose overall from 1992 to 1994. Between interim periods,
capacity utilization also increased.”

®  Chairman Watson and Commissioner Crawford take into account threaders in their
consideration of the condition of the domestic casing and tubing industry.

£ Apparent consumption by quantity increased from *** short tons in 1992 to *** short tons in
1993, and then decreased to *** short tons in 1994. It rose from *** short tons in interim 1994 to
*=xx chort tons in mnterim 1995, Table A-3, PR at [I-A-7; CR at A-10.

¥  The value of apparent consumption increased from $*** in 1992 to $*** in 1993, but declined
to $*** in 1994. The value of apparent consumption was *** in interim 1994 and *** in interim
1995. Table A-3, PR at II-A-7; CR at A-10.

¥ The quantity of domestic producers’ U.S. shipments rose from *** tons in 1992 to *** tons in
1993, then fell to *** tons in 1994. Between interim periods these shipments rose from *** tons in
interim 1994.to *** tons in interim 1995. Table A-3, PR at A-7; CR at A-11.

¥ The value of U.S. shipments was *** in 1992, *** in 1993, and *** in 1994. The value of
U.S. shipments was *** n intennm 1994 and *** in intenim 1995, Table A-3, PR at A-7; CR at A-
11.

¥ The U.S. producers’ share of the domestic market by quantity was *** percent in 1992, **#
percent in 1993, *** percent in 1994, *** percent in interim 1994, and *** percent in interim 1995.
Table A-3, PR at A-7; CR at A-10.

¥  The U.S. producers’ market share by value was *** percent in 1992, *** percent in 1993, ***
percent in 1994, *** percent in interim 1994, and *** percent in intenm 1995. Table A-3, PR at A-
7; CR at A-10.

¥  Production was *** short tons in 1992, *** short tons in 1993, *** ghort tons in 1994, ***
short tons in interim 1994, and *** short tons in interim 1995. Table A-3, PR at A-7; CR at A-11.

% Average capacity increased from *** in 1992 to *** in 1994 or by *** and also increased
from *** short tons in interim 1994 to *** short tons in interim 1995. Table A-3, PR at A-7; CR at
A-11.

" Average capacity utilization was *** percent in 1992, *** percent in 1993, *** percent in

1994, *** percent in interim 1994, and *** percent in interim 1995. Table A-3, PR at A-7; CR at A-
11.
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The number of production workers increased from 2,932 in 1992 to 4,002 in 1993,
then decreased to 3,802 in 1994. The number of these workers increased from 3,628 in
interim 1994 to 3,869 in interim 1995.” Hours worked increased from 6.5 million in 1992
to 8.8 million in 1993, and then decreased to 8.2 million in 1994; hours worked increased
from 1.9 million in interim 1994 to 2.1 million in interim 1995 Wages paid totaled $91.1
million in 1992, increased to $129.2 million in 1993, and decreased to $121.3 million in
1994. In interim 1994, $26.9 million were paid in wages, which increased to $33.0 million
in interim 1995.*

Despite increases in most volume indicators, the financial condition of the industry
reflects the inability of the domestic industry to generate operating profits throughout the
period 1992 through interim 1995. Net sales increased from $700.8 million in 1992 to
$932.6 million in 1993, then decreased to $919.7 million in 1994. Net sales increased from
$194.6 million in interim 1994 to $245.7 million in interim 1995.” The domestic industry
experienced gross losses during most the period of investigation. In 1992 the industry
experienced a $31.5 million gross loss, followed by a $2.0 million gross profit in 1993, only
to suffer a $3.9 million gross loss in 1994.* The industry experienced a gross loss of $5.6
million in interim 1994, but realized a gross profit of $5.1 million in interim 1995.”

The industry suffered an operating loss of $71.5 million in 1992, $38.9 million in
1993, and $40.9 million in 1994.% In interim 1994, the operating loss was $14.7 million
compared with a loss of $5.4 million in interim 1995.” The operating loss as a ratio to net
sales decreased sharply from (10.2) percent in 1992 to (4.2) in 1993, but then increased to
(4.4) percent in 1994. In interim 1995 this ratio was (2.2) percent compared to (7.6) percent
in interim 1994.'° ' '

Selling, general, and administrative expenses remained relatively steady from 1992 to
1993, rising from $40.1 million in 1992 to $41.0 million in 1993, before falling to $37.0
million in 1994. In interim 1994, these expenses totaled $9.1 million compared with $10.5
million in interim 1995 Capital expenditures generally declined during the period of
investigation, despite a modest increase between 1993 and 1994. Cost of goods sold as a
ratio to net sales declined from 104.5 percent in 1992 to 99.8 percent in 1993, and then

Table A-8, PR at A-11; CR at A-16.
Table A-8, PR at A-11; CR at A-16.
Table A-8, PR at A-11; CR at A-16.

Table A-8, PR at A-11; CR at A-16. To avoid double counting, the quantities of net sales
include only those for U.S. mills producing OCTG other than drill pipe and not processors. Therefore
unit values are not included. }id.

%  Commissioner Bragg notes that the mill segment of this industry realized gross losses in 1992
($*4), in 1993 ($***), and in 1994 ($***). Table A-3, PR at A-7; CR at A-12.

7 Table A-8, PR at A-11; CR at A-16.

*  Commissioner Bragg notes that the mill segment of this industry experienced even greater
operating income losses in 1993 ($***) and in 1994 ($***). Table A-3, PR at A-7; CR at A-12.

® Table A-8, PR at A-11; CR at A-16.

@ Table A-8, PR at A-11; CR at A-16.

% Even if we were to include the more profitable threaders in the casing and tubing industry
data, the industry would still be characterized by declining profits between 1993 and 1994, and

staggering operating losses throughout the period 1992 to 1994 with a subsequent improvement in the
industry's condition in interim 1995. See Table A-9, PR at A-12, CR at I-17.

2 Taple A-8, PR at A-11; CR at A-16.
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increased to 100.4 percent in 1994, In interim 1995, this ratio was 97.9 percent compared to
102.9 percent in interim 1994,'® '

C. The Domestic Drill Pipe Industry

U.S. apparent consumption by quantity for drill pipe increased significantly from
1992 to 1993, then decreased somewhat in 1994. £pa:ent consumption by quantity was
lower in interim 1993 compared with interim 1994.'® The value of apparent consumption
followed similar trends.'™

The quantity of domestic producers’ U.S. shipments increased significantly from 1992
to 1993, then fell in 1994, but remained above 1992 levels. U.S. shipments were lower in
interim 1995 compared with interim 1994.” The value of such shipments followed a
sxmliar though less pronounced, trend.'™

U.S. producers’ share of apparent consumption by quantlty fell by nearly a third
from 1992 to 1994, but increased slightly between interim periods.’® By value, U.S.
producers’ market share followed a similar trend. "

Production increased substantially from 1992 to 1993, then fell in 1994 to slightly
above 1992 levels. Production was lower in interim 1995 compared with interim 1994."
Average-of-period capacity increased overail from 1992 to 1994, and was higher in interim
1995 compared with interim 1994."* Capacity utilization was low and fluctuated between

% Table A-8, PR at A-11; CR at A-16. We note that the U.S. producers did not break out the
data between OCTG excluding dritl pipe and drill pipe for expenditures on research and development.

'®  Based on its declining share of domestic consumption, low capacity utilization rates, and
substantial and consistent operating losses, Commissioner Rohr and Commissioner Newquist find that
the domestic industry producing casing and tubing is currently experiencing material injury.

1% U.S. apparent consumption by quantity for drill pipe was *** short tons in 1992, *** short
tons in 1993, and *** short tons in 1994. Apparent consumption by quantity was *** ghort tons in
interim 1994 and *** short tons in interim 1995. Table A-2, PR at A-7; CR at A-7.

% The value of apparent consumption was $*** million in 1992, $*** million in 1993, and $***
million in 1994. This figure was $*** million in interim 1994 compared to $*** million 1n interim
1995. Table A-2, PR at A-7; CR at A-7.

7 The quantity of domestic producers’ U.S. shipments was *** short tons in 1992, *** short

tons in 1993, and *** short tons in 1994. U.S. shipments were *** ghort tons in interim 1994 and
*#** ghort tons in interim 1995. Table A-2, PR at A-7; CR at A-8. .

¥ The value of U.S. shipments was $*** in 1992, §*+* in 1993, $¥+** jn 1994, $*** jn interim
1994, and $*** in interim 1995. Table A-2, PR at A-7; CR at A-8.

¥ U.S. producers’ share of apparent consumption by quantity was *** percent in 1992, ***
percent in 1993, *** percent in 1994, *** percent in interim 1994, and *** percent in interim 1995,
Table A-2, PR at A-7; CR at A-7.

' U.S. producers’ market share by value was.*** percent in 1992, *** percent in 1993, ***

percent in 1994, *** percent in intenm 1994, and *** percent in interim 1995. Table A-2, PR at A-
7; CR at A-7.

M Production was *** short tons in 1992, *** ghort tons in 1993, and *** short tons in 1994,
Production was *** short tons in interim 1994 and *** short tons in interim 1995. Table A-2, PR at
A-7; CR at A-8.

U2 Average-of-period capacity was *** short tons in 1992, *** short tons in 1994, and was ***
short tons in interim 1994 compared to *** gshort tons in interim 1995. Table A-2, PR at A-7; CR at
A-8.
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),rea.rs(,j b}’.; declined overall from 1992 to 1994 and also declined significantly between interim
periods.

The number of production workers increased from 240 in 1992 to 302 in 1993 to 379
in 1994, The number of production workers increased still further between interim periods
from 391 in interim 1994 to 405 in interim 1995." ' Hours worked increased steadily
from 683,000 in 1992 to 925,000 in 1994, and from 258,000 in interim 1994 to 263,000 in
interim 1995."¢ ' Wages paid totaled $6.3 million in 1992, $7.4 million in 1993, and $9.0
million in 1994. In interim 1994, $2.4 million was paid in wages, which increased to $2.6
million in interim 1995."

The value of net sales increased from $64.7 million in 1992 to $70.5 million in 1993
to $80.6 million in 1994, This figure increased from $23.1 million in interim 1994 to $23.5
million in interim 1995."° '® Cost of goods sold as a ratio to net sales increased from 85.9
~ percent in 1992 to 87.3 percent in 1993, and then decreased to 84.5 percent in 1994. In
interim 1995, this ratio was 80.6 percent compared to 79.4 percent in interim 1994. Capital
expenditures declined significantly throughout the period of investigation.” Gross profits
fluctuated between 1992 and 1994, but increased overail. They decreased from $9.1 million
in 1992 to $9.0 million in 1993, and then increased to $12.5 million in 1994. Gross groﬁts
declined slightly from $4.8 million in interim 1994 to $4.6 million in interim 19952
Operating income fell from $3.5 million in 1992 to $2.5 million in 1993, then rose to $5.6
million in 1994; it rose from $2.4 million in interim 1994 to $2.8 million in interim 1995.
The operating income as a ratio to net sales decreased from 5.4 percent in 1992 to 3.5
percent in 1993, but then increased to 6.9 percent in 1994, In interim 1995 this ratio was
11.8 percent compared to 10.5 percent in interim 1994.* '

¥ Capacity utilization was *** percent in 1992, *** percent in 1993, *** percent in 1994, ***

- percent in interim 1994, and *** percent in interim 1995. Table A-2, PR at A-7; CR at A-8.

14 Table A-7, PR at A-10; CR at A-15.

" Commissioner Bragg notes the significant difference in the number of production workers
employed by the domestic mills producing drill pipe: ***. Table A-2, PR at A-7; CR at A-8.

"¢ Table A-7, PR at A-10; CR at A-15.

"7 Commissioner Bragg notes the significant difference in the number of hours worked by
workers employed by the domestic mills producing drill pipe: ***. Table A-2, PR at A-7; CR at A-
8.

'* Table A-7, PR at A-10; CR at A-15.

5 Tgble A-7, PR at A-10; CR at A-15.

*®  Commissioner Bragg notes the value of net sales for the mill segment of the dnll pipe industry
was $wiok in 1992, $¥** ip 1993, $*** in 1994, $¥** in interim 1994, and $*** in interim 1995.
Table A-2, PR at A-7; CR at A-8.

' Table A-7, PR at A-10; CR at A-15. As with the OCTG industry excluding drill pipe, to
avoid double counting, the unit value of net sales were not computed and research and development
expenditures are not reported because the U.S. producers did not break them out corresponding to the
drill pipe and OCTG excluding drill pipe industries.

12 Table A-7, PR at A-10; CR at A-15.

™ Commissioner Bragg notes that the mill segment of the drill pipe industry experienced an

operating *** in 1992 of $***, an operating *** of $*** jn 1993 with a subsequent *** in operating
*** in 1994. Table A-2, PR at A-7; CR at A-8.

1  Table A-7, PR at A-10; CR at A-15.

¥ Based on its declining share of domestic consumption, low capacity utilization rates, and
(continued...)
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IvV. SUBJECT IMPORTS OF OCTG EXCLUDING DRILL PIPE

A, Cumulation

In determining whether there is material injury by reason of LTFV or subsidized
imports, the Commission is required to assess cumulatively the volume and price effects of
imports from two or more countries of articles subject to investigation if such imports
compete with one another and with the domestic like product in the United States market.'
Cumulation is not required, however, when imports from a subject country are negligible and
have no discernible adverse impact on the domestic industry."”

For imports of casing and tubing, we have determined to cumulate imports from
Argentina, Italy, Korea, Japan, and Mexico.™ In addition, we find imports of casing and
tubing from Austria and Spain are negligible and therefore do not curnulate such imports.'

1. Reasonable Overlap of Competition

In assessing whether imports compete with each other and with the domestic like

product, the Commission has generally considered four factors, including:

n the degree of fungibility between the imports from different countries and
between imports and the domestic like product, including consideration of
specific customer requirements and other quality related questions;

) the presence of sales or offers to sell in the same geographical markets of
imports from different countries and the domestic like product;

3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.'

While no single factor is determinative, and the list of faciors is not exclusive, these

factors provide the Commission with a framework for determining whether the imports

* (...continued)
fluctuating and inconsistent financial performance, Commissioner Rohr and Commissioner Newquist
find that the domestic industry producing drill pipe is vulnerable to the continuing adverse effects of
unfair imports of drill pipe.

19 U.S.C..§ 1677(TNCXiv); Chaparral Steel Co. v. United States, 901 F.2d 1097, 1105 (Fed.
Cir. 1990).

T 19 U.S.C. § 167T7(THCHV).

' For the reasons given below, Commissioner Crawford does not find sufficient substitutability
between subject imports of casing and tubing from Japan and those from Argentina, Korea, and
Mexico to indicate a reasonable overlap of competition.

®  Commissioner Newquist and Commissioner Bragg do not find imports of casing and tubing
from Austria and Spain to be negligible and therefore cumulate imports of casing and tubing from all
subject countries. See Separate and Dissenting Views of Commissioner Newquist and Separate and
Dissenting Views of Commissioner Bragg.

™ See Certain Cast-Iron_Pipe Fittings from Brazil the Republic of Xorea and Taiwan, Invs. Nos.
731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, S.A. v. United States,
678 F. Supp. 898 (Ct. Int’l Trade ), aff'd, 859 F.2d 915 (Fed. Cir. 1988).
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compete with each other and with the domestic like product.”” Only a "reasonabie overlap”
of competition is required.’” '*

We determine that there is 4 reasonable overlap of competition of imports of OCTG
excluding drill pipe (casing and tubing) from Argentina, Italy, Japan, Korea, and Mexico.™
In general, respondents argued that imports from Japan and Korea are not fungible with other
subject imports or the domestic like product. There was generally no dispute that subject
imports of casing and tubing from Argentina and Mexico competed with other subject
imports and the domestic like product,'

Subject imports of casing and tubing and domestic casing and tubing are generally
sold in the same geographic markets. The vast majority of imports from all subject countries
entered into customs districts in Texas and were sold in the Gulf region, where sales of
domestic OCTG were also concentrated.”™ Even though Japanese imports were sold in
regions where there were no sales of other subject imports, most notably the Alaskan market,
there were nevertheless significant amounts of Japanese imports sold in the same regions as
all other subject imports and the domestic products.'”’

B See. g.g., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989).

¥ See, e.g., United States Steel Group v. United States, 873 F. Supp. 673 (Ct. Int’] Trade
1994).
133

Commissioner Crawford finds that substitutability, not fungibility, is a more accurate reflection
of the statute. Commissioner Crawford gives the benefit of the doubt to petitioners and finds there is
sufficient substitutability to concliude there is 2 reasonable overlap of competition between all subject
imports and the domestic like product and between subject imports from all countries, except Japan,
with each other. For the reasons given below, she does not find sufficient substitutability between
subject imports of casing and tubing from Japan and those from Argentina, Korea, and Mexico to
indicate & reasonable overlap of competition. As discussed in note 156, infra, she did not cumulate
subject imports from Austria, Italy, and Spain as she finds them to be negligible.

Imports of casing and tubing from Japan are primarily high-end products, nearly half of which
are sold directly to end users, while those from Argentina, Korea, and Mexico are lower end products
sold almost exclusively through distributors. See CR at I-10; PR at 1I-9. Moreover, nearly 30 percent
of Japanese imports of all OCTG enter in Alaska while less than one percent of other subject imports
were sold into Alaska. See CR at I-50 and F-14, Table F-2; PR at II-37 and F-4. There were few or
no shipments of other subject imports in those product categories where Japanese imports are the most
prevalent — the larger diameter 2nd above-API grades; over 50 percent of Japanese imports are above
API] quality while no other subject imports are above APl. See Table 21, CR at I-51; PR at II-37.
Unit value data for imports indicate that subject imports from Japan enter at a significantly higher
value than these other imports. See Table A-3, CR at A-10; PR at A-7. See Dissenting Views of
Commissioner Carol T. Crawford in Stainless Steei Bar from Brazil, India, Japan, Spain, Invs. Nos.
731-TA-678,679, 681 and 682 (Final), for a description of her views on cumulation.

'™ Vice Chairman Nuzum joins in the general discussion of reasonable overlap of casing and
tubing imports, but finds imports of casing and tubing from Italy to be negligible and therefore does
not cumulate in the case of Jtaly. See Separate and Dissenting Views of Vice Chairman Nuzum.

5 Becanse we find that casing and tubing imports from Austria and Spain are negligible, any
arguments pertaining specifically to those imports are addressed in the section on negligibility.

PR at II-14, 1I-37, and 11-42; CR at I-16, I-50, and I-57.

57 Over fifty-four percent of Japanese imports of OCTG entered through the port of Houston.
PR at I1-37; CR at [-50. We note that we do not have specific breakouts for casing and tubing
imports and drill pipe imports. Nonetheless, given the small volume of drill pipe imports in
relationship to all OCTG imports, it is logical that the vast majority of these imports were casing and
tubing. Cf. Tables A-1 and A-2, PR at A-4 and A-7; CR at A-4 and A-7.
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Subject casing and tubing imports and domestic casing and tubing generally are sold
through the same channels of distribution. Virtually ali subject imports and U.S. casing and
tubing are sold to OCTG distributors who then resell the products to other distributors or end
users. While a large share of Japanese imports (43 percent) was sold directly to end users, a
larger share (57 percent) was sold to distributors.'® There is evidence that many of the same
distributors sell casing and tubing imports of OCTG from Argentina, Italy, Japan, Korea, and
Mexico, as well as domestic OCTG.™

Subject casing and tubing imports and domestic casing and tubing were also
simultaneously present in the market during the period of investigation. There were imports
of casing and tubing from each subject country and shipments of domestic casing and tubing
reported in each year from 1992 through 1994, as well as in interim 1995 (with the exception
of imports from ltaly).'®

We also determine that imports from Argentina, Italy, Korea, Japan, and Mexico are
fungible and compete with each other and the domestic product. Purchasers generally
reported that subject imports were good or at least moderate substitutes for one another and
for the domestic products.' '*

With respect to Japanese imports specifically, there is an overlap in the size ranges
and grades of imports from Japan, from other subject cumulated countries, and domestic
casing and tubing.'® While two of the three largest categories of Japanese imports (in terms
of U.S. shipments) were in the "above-API" category (where there was little or no
competition with other subject imports), there were nonetheless significant quantities of
Japanese imports in the standard API categories as well (where there is the greatest degree of
competition with other subject imports and the domestic product).' Although Japanese
respondents reported selling in "niche" or specialty product categories,'* total shipments in

¥ PR at {I-9; CR at {-10.

1  See Memorandum INV-S-102.

W See Table A-3, PR at A-7; CR at A-10.

“ PR at II-35; CR at -47. See also Memorandum EC-S-080.

2 We note that Italian respondents alleged that Italian imports did not compete with the U.S.
product because they were sold in distinct market niches. See, e.g., Halian Respondents’ Prehearing
Brief at 11-15. The evidence on the record does not support this, however. Purchasers viewed Italian
imports as good or moderate substitutes for domestic OCTG. In addition, domestic OCTG was sold in
all of the same API categories as Italian imports. There was also a reasonable overlap in competition
of Italian casing and tubing with other subject imports of casing and tubing. See Table 21, PR at II-
37, CR at 1-51.

" In 1994, there were U.S. shipments of imports from Japan, all other subject imports, and
domestic OCTG in the following categories: small J-55 wbing/casing, medium L-80 casing, and
medium N-80 casing. There were also shipments of other grades of Japanese OCTG and most,
although not ail, other subject imports for: small L.-80 tubing/casing, small N-80 tubing/casing, small
P-110 tubing/casing, medium K-55 casing, and medium P-110 casing. As for the larger OCTG sizes,
there were U.S. shipments of casing from Japan as well as Italy, Korea, and Mexico for several
grades. Table 21, PR at II-37; CR at E-51.

' Notably, there were *** short tons of Japanese imports in the *** category; *** short tons of
Japanese imports in the *** category; *** short tons of Japanese imports in the *** category. Table
21, PR at Il-37; CR at I-51.

S The Japanese respondents provided the Commission with a list of specialty casing and tubing
products at the outset of these final investigations for which the Commission collected product-specific
shipment data. These data are presented in Appendix F (products 7-10). They include high sour

(continued...)
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these categories did not exceed 20 percent of total Japanese shipments of casing and tubing
during any year of the period of investigation, and were generally considerably less than
that.'® Moreover, the pricing data obtained in these final investigations indicate that Japanese
products were sold in 9 out of 19 product categories for which pricing data were collected,
and competed with imports from each of the other subject countries in at least some of these
categories.'”

Korean respondents aiso argued that imports from Korea should not be cumulated
with other subject imports because Korean products are primarily welded, seam-annealed
OCTG tubing, a form not offered by other subject countries. The evidence, however,
indicates that seamless and welded products compete in certain applications, as do seam-
annealed and full-body normalized welded products.'® API specifications for most grades of
casing and tubing specify that either weided or seamless construction is acceptable for the
end-use applications.'® Although many purchasers stated that they prefer seamless casing and
tubing over welded casing or tubing in certain high-pressure, corrosive, and hazardous
environments, 26 out of 34 purchasers stated that they find seamless and welded OCTG
products to be substitutable in at least some applications. Similarly, over half of the
purchasers stated that seam-annealed and full-body normalized OCTG were substitutable in
some applications.'® Furthermore, while some purchasers found Korean QCTG to be
inferior in quality to most other subject imports or domestic OCTG, the majority stated that
imports of OCTG from Korea, other subject countries, and the domestic product are
substitutable.''

Based on these factors, as well as the fact that Japanese and Korean imports were
sold in the same geographic regions, through similar channels of distribution, and were
simultaneously present in the market with other subject imports and the domestic like
product, we find that a reasonable overlap of competition exists among subject imports from
Argentina, Italy, Korea, Mexico, and Japan, as well as between those imports and the
domestic like product. We therefore cumulate all subject imports of casing and tubing, with
the exception of such imports from Austria and Spain which we find to be negligible.

2. Negligibility of Casing and Tubing Imports

The Commission is not required to cumulate imports from a particular country if it
determines that subject imports of the subject merchandise from that country "are negligible
and have no discernable adverse impact on the domestic industry.”"* 1n determining whether

5 (. .continued)
resistance casing or tubing, high yield strength resistance for deep well casing or tubing, qualified high
quality casing or tubing, and heavy-wall casing or tubing. PR at F-3-4; CR at F-34.

¥ Tables F-1 and F-3, PR at F4-6; CR at F-5-18.

¥ The Commission chose thirteen specific products for price comparisons; however, because the
Commission broke several of these categories into (a) seamless and (b} welded forms of the product
{seam-annealed and full-body normalized), there were actually 19 possible product comparisons. See
PR at 11-44-45; CR at 1-60 and 1-61.

% PR at II-36; CR at 1-49.

“*  The exceptions are for drill pipe and extremely thick casing, which must be seamless. PR at
1I-7; CR at I-7.

19 PR at ]I-36; CR at I-49.
' PR at 1I-35 and 11-42; CR at 1-47 and I-58.
219 U.S.C. § 1677(THCHV).
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imports are negligible, the Act directs the Commission to consider all relevant economic
factors, including whether:
O the volume and market share of the imports are negligible,
{an sales transactions involving the imports are isolated and sporadic, and
(Il)  the domestic market for the like product is price sensitive by reason of the
nature of the product, so that a small quantity of imports can result in price
suppression or depression.'”
We determine that casing and tubing imports from Austria and Spain are negligible.'®
We do not find that imports from Italy or Korea are negligible.'” '** No party raised any
issue with respect to the negligibility of Argentine, Japanese, or Mexican imports, and we
note that imports from these countries were well above negligible levels.'”

19 U.S.C. § 1677(7THC)(v). The negligible imports exception is to be applied narrowly and is
not to be used to subvert the purpose and general applicability of the mandatory cumulation provision
of the statute. See H.R. Rep. No. 40, Part I, 100th Cong., Ist Sess. 131 (1987); H.R. Rep. No. 576,
100th Cong., 2d Sess. 621 (1988).

¢ Commissioner Newquist and Commissioner Bragg find that imports of casing and tubing from
Austria and Spain are not negligible. They therefore do not join the discussion of Austria and Spain in
this section of the opinion. See Separate and Dissenting Views of Commissioner Newquist and
Separate and Dissenting Views of Commissioner Bragg.

¥ Chairman Watson and Vice Chairman Nuzum find that imports of casing and tubing from Italy

are negligible. See Separate and Dissenting Views of Chairman Watson and Separate and Dissenting
Views of Vice Chairman Nuzum.

1%  Commissioner Crawford concurs with her colleagues that subject imports of casing and tubing
from Austria and Spain are negligible. She further finds that subject imports of casing and tubing
from Italy are negligible.

The statute directs the Commission to consider negligibility in the context of the price
sensitivity of the market: “the Commission shall evaluate ... whether ... the domestic market for the
like product is price sensitive by reason of the nature of the product, so that a small quantity of
imports can resull in price suppression or depression.” 19 U.5.C. § 1677(7T)(C)(v). Price sensitivity,
as defined by the statute, can be accurately measured by examining four aspects of the domestic
industry: (1) the elasticity of demand, (2) the elasticity of supply, (3) the elasticity of nonsubject
import supply, and (4) the aggregate elasticity of substitution between subject imports and the domestic
like product. Applying these factors, Commissioner Crawford has concluded that the domestic casing -
and tubing market is not price sensitive.

Although the evidence indicates that the elasticity of demand and domestic supply are
somewhat low and high, respectively, the elasticity of nonsubject import supply is relatively high. See
EC-S-079 at 32-36 and Table A-3, CR at A-10; PR at A-7. Nonsubject imports of casing and tubing
appear to compete with most subject imports. See Table 21, CR at I-51; PR at 1I-37. Morecover, the
aggregate substitutability of domestic like product and subject imports is moderate to good. Seg CR at
1-51, 1I-58 and Table A-3 at A-7; PR at I1-37, 11-42, and A-7; EC-5-079 at 23; Chairman Watson's
Separate and Dissenting Views, and Commissioner Crawford’s Separate and Dissenting Views.

Considering all statutory factors together, as discussed here and in the majority opinion, she
finds that subject imports from Austria, Italy, and Spain are negligible. Having found that imports
from each of these countries are negligible, she does not cumulate subject imports from Austria, Italy, -
and Spain with other subject imports. See Additional and Dissenting Views of Commissioner Carol T.
Crawford, Certain Flat-Rolled Carbon Steel Products from Argentina, Australia, Austria, Belgium,
Brazil, Canada, Finland, France, Germany, Italy, Japan, Korea, Mexico, the Netherlands, New
Zealand. Poland, Romania, Spain, Sweden, and the United Kingdom, Invs. Nos, 701-TA-319-332,
334, 336-342, and 347-353 (Final) and Invs. 731-TA-573-579, 581-592, 594-597, 599-609, and 612-
619 (Final) for a full description of her views on negligibility.

157 See Table A-3, PR at A-7; CR at A-10.
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a. Austrian Imports

The volume of subject imports (by quantity) of casing and tubing from Austria
increased from *** short tons in 1992 to *** short tons in 1993, and then decreased to ***
short tons in 1994. In interim 1995 there were *** imports from Austria compared to ***
short tons in interim 1994.'* In terms of quantity, the Austrian share of domestic
consumption was *** percent in 1992, and *** percent in 1993, and *** percent in 1994.
In interim 1994, market share was *** percent, but decreased to *** in interim 1995.'"

We find that imports from Austria were relatively isolated and sporadic. Entries of
Austrian imports were only recorded for one month in 1992, 6 months in 1993, 2 months in
1994, and not at all during the interim 1995 period.' Sales of Austrian OCTG were
reported for only 3 out of 19 product categories.' Price comparisons were possible in only
7 out of 13 quarters covered by the period of investigation for product 4; only 5 out of 13
quarters for product 5; and only 4 out of 13 quarters for product 6.

In the majority of available price comparisons, Austrian imports oversold the
domestic product.'® ' Furthermore, ncne of the lost sale or revenue allegations that
Commission staff investigated were confirmed.'® '* Thus, we could find no evidence of a
discernible adverse impact of Austrian imports.

On balance, we find that imports of casing and tubing from Austria are negligible
and have no discernible adverse impact on the domestic industry.

b. Itakian Imports'

~ The volume of subject imports from Italy increased from *** short tons in 1992 to
**% ghort tons in 1993, then decreased to *** short tons in 1994. Italian imports declined
from *** to *** between interim 1994 and interim 1995. In terms of quantity, Italian share
of domestic consumption was *** percent in 1992, *** percent in 1993, and *** percent in

! Table A-3, PR at A-7; CR at A-10.
¥ Table A-3, PR at A-7; CR at A-10.
1% PR at 1I-37; CR at [-52.
5 PR at I1-45; CR at I-62.

Tables 27, 28, and 30, PR at 11-47; CR at 1-68, 69, and 71.
¥ PR at JI-49; CR at 1-80.

Commissioner Crawford does not place great weight on underselling price comparisons in
determining the impact of subject imports on the domestic like product where these comparisons show
persistent and consistent high margins of overselling or underselling. In these instances, the prices
being compared might well reflect quality, reputation, or other nonprice differences, making these
comparisons less useful in assessing price effects.

% PR at II-51-55; CR at [-93-98.

% Commissioner Crawford typically does not rely on anecdotal evidence of lost sales and
revenues indicating that competition from the subject imports caused domestic producers to lose
particular sales or forced them to reduce their prices on other sales ir reaching her determinations.

" Chairman Watson, Vice Chairman Nuzum, and Commissioner Crawford do not join this
section of the opinion. See Separate and Dissenting Views of Chairman Watson, Separate and

Dissenting Views of Vice Chairman Nuzum, and note 156, supra, for the views of Commissioner
Crawford.
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1994.mln interim 1994, market share was *** percent, but decreased to *** in interim
1995.

We find that imports from Italy were not isolated or sporadic. Entries of Italian
imports were recorded for 6 months in 1992, all 12 months in 1993, 10 months in 1994, and
not at all in the interim 1995 period.'® Sales of Italian OCTG were reported for product
categories 1, 3, 7, 10, and 11."®

There was relatively pervasive underselling by Italian imports. We do not find that
these imports had no discernible adverse impact given the additional evidence of lost sales.'”
On balance, we conclude that Italian imports, despite relatively low levels, were not
negligible.

¢. Korean Imports

The volume of subject imports of casing and tubing from Korea increased from 1992
to 1994, from *** short tons in 1992 to *** short tons in 1993, to *** short tons in 1994.
In interim 1994, the volume of Korean imports was *** short tons compared to *** short
tons in interim 1995. The Korean share of U.S. consumption by guantity was *** percent in
1992, *** percent in 1993, and *** percent in 1994. In interim 1994, Korean market share
was *** percent, falling to *** percent in interim 1995.'"

We find that imports from Korea were not isolated and sporadic and competed in
several product categories for which the Commission collected pricing data.'™ Entries of
" Korean imports were recorded 5 months in 1992, 9 months in 1993, and 11 months in 1994,
as well as during interim 1995."™ Sales of Korean OCTG were reported for 7 product
categories (la and 1b, 3a and 3b, 5, 6, and 7). Sales and price comparisons were reported
in all quarters in category 1b and almost all quarters in category 3b.™

While the Korean import penetration levels were relatively low, we do not find
Korean imports to be negligible because Korean imports were not isolated and sporadic,
imports increased in the most recent full-year period (1993-94), and there is evidence of
discernible adverse price effects.'” '®

' Table A-3, PR at A-7; CR at A-I0.

'* PR at II-37; CR at I-52.

' PR at 1I-45; CR at I-62.

' Petitioners provided severa! lost sale/lost revenue allegations claiming lost sales to Italian
imports. One purchaser, ***_ stated that two of the allegations “were probably valid since imports
from *** were extremely low in ***.“ PR at II-51; CR at 1-93-94, *#** another distributor, also
confirmed that a lost revenue allegation "could easily be valid® since that distributor had lost sales of
*% products to large supplies of low-priced Italian imports of casing. PR at II-54; CR at 1-95-96.

' Table A-3, PR at A-7; CR at A-10.

™ See also Posthearing Brief of Korean Respondents at 2-3.
™ PR at II-37; CR at I-52.

' PR at 11-45; CR at I-62.

% Tables 24 and 26, PR at 1i-47; CR at [-65 and 1-67.

T k3 distributor, stated that Korean imports are priced lower than domestic OCTG and that
those imports exerted downward pressure on prices in 1993 and 1994. PR at II-54; CR at I-97. Ome
other distributor of domestic QCTG also confirmed that it often loses sales to low-priced imports from
Korea. PR at II-55; CR at [-98.
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d. Spanish Imports

The volume of imports of casing and tubing from Spain increased from *** short
tons in 1992 to *** short tons in 1993, then decreased slightly to *** short tons in 1994.
Imports increased from *** short tons in interim 1994 to *** short tons in interim 1995."”
In terms of quantity, the Spanish imports’ share of domestic consumption was *** percent in
1992 and *** percent in 1993 and 1994. In interim 1994, Spanish market share was ***
percent, and was *** percent in interim 1995."*

Entries of Spanish imports were recorded in 11 months in 1992, 10 months in 1993,
7 months in 1994, as well as during interim 1995." Sales of Spanish OCTG were reported
only for product categories 2 and 4."* There were no price comparisons presented for
category 2 due to a lack of sales from other subject sources or domestic producers in this
category. There was only one price comparison in category 4.'®

We note that competition between imports from Spain and the United States (as well
as other subject imports) is more attenuated because imports from Spain are completely
unfinished and there are no sates of comparable unfinished domestic product. The reduced
level of competition is evidenced by the lack of price comparisons and the lack of any
confirmed lost sale or revenue allegations. The low levels of Spanish imports, coupled with
the attenuated competition and lack of evidence regarding adverse price effects, leads us to
conclude that imports from Spain are negligible.

B. Material Injury to the Domestic Industry Producing OCTG Excluding
Drill Pipe by Reason of Cumulated Subsidized and LTFV Imports'™

In final countervailing and antidumping duty investigations, the Commission
determines whether an industry in the United States is materially injured by reason of the
imports that Commerce has determined are subsidized or soid at LTFV."* The Commission
must consider the volume of imports, their effect on prices for the like product, and their
impact on domestic producers of the like product, but only in the context of the U.S.
production operations."™ Although the Commission may consider alternative causes of

® (..-continued)

™~ While Commissioper Crawford finds that the domestic casing and tubing industry is not price
sensitive to "& small quantity of imports,” she finds the Korean market share of *** percent by
quantity in 1994 to be relatively significant. In addition to the factors discussed in note 156, supra,
she notes that subject imports from Korea are substitutable with the domestic like product. See
Commissioner Crawford’s Separate and Dissenting Views.

'™  Table A-3, PRat A-7; CR at A-10.

' Table A-3, PR at A-7; CR at A-10.

™ PR at II-37; CR at [-52.

" PR at II45; CR at I-62.

" Table 27, PR at II-47; CR at I-68. Moreover, there were no confirmed lost sales or revenue
aliegations regarding Spain. PR at II-55; CR at I-98 n.96.

™ Chairman Watson, Vice Chairman Nuzum, Commissioner Rohr, and Commissioner Crawford
find there is no material injury to the domestic casing and tubing industry by reason of subject imporis
of casing and tubing from Austria and Spain. Such imports were insignificant in terms of absolute
volume and as 2 share of domestic consumptior. The record contains no evidence that imports from
these countries independently had a significant suppressing or depressing effect on domestic prices.

W 19 U.S.C. §§ 1671d(b) and 1673d(b).

19 U.S.C. § 167(D(B)(H)-
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injury,'” it may not weigh causes.’™ '™ For the reasons discussed below, we find that the
domestic industry producing casing and tubing is materially injured by reason of subsidized
and LTFV imports from Argentina, Italy, Korea, Mexico, and Japan.'® :

1. The Volume of Cumulated Subject Imports

We find that the cumulated volume of subject imports of casing and tubing is
significant.” The absolute volume and value of cumulated subject imports increased
dramatically from 1992 to 1994. While there was a decline in subject import volume and
value from 1993 to 1994, the level of cumulated imports in 1994 remained well above the
1992 level. Both volume and value of subject imports declined significantly in interim 1995
compared to interim 1994.'7 ' "™ Furthermore, the rate of increase in the volume of

¥ 19 U.S.C. § 1677(7T){(B)ii).

™ See, e.g., Citrosuco Paulista. S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade

1988). Alternative causes may include the following:
{T}he volume and prices of imports sold at fair value, contraction in demand or changes in
patterns of consumption, trade, restrictive practices of and competition between the foreign
and domestic producers, developments in technology, and the export performance and
productivity of the domestic industry.

5. Rep. No. 249, 96th Cong., 1lst Sess. 74 (1979). Similar language is contained in the House

Report. H.R. Rep. No. 317, 96th Cong., 1st Sess. 47 (1979).

"  Commissioner Rohr and Commissioner Newquist further note that the Commission need not
determine that imports are "the principal, a substantial, or a significant cause of material injury.” S.
Rep. No. 249, at 57, 74. Rather, a finding that imports are a cause of material injury is sufficient.
See, e.g., Metsllverken Nederland B. V. v. United States, 728 F. Supp. 730, 741 {Ct. Int’l Trade
1989); Citrosuco Paulista, 704 F. Supp. at 1101.

™  Because Commissioner Newquist and Commissioner Bragg bave cumulated imports of casing
and tubing from Austria and Spain with imports from the other subject countries, they find that the
domestic casing and tubing industry is materially injured by reason of subsidized and LTFV imports
from all seven subject countries. They note that inclusion of the import data from Austria and Spain
makes even more compelling the data upon which their colleagues have relied in making their
affirmative determinations.

™ The four Commissioners participating in this portion of the opinion cumulated different
countries as follows: Vice Chairman Nuzum cumulated imports of casing and tubing from Arpentina,
Japan, Korea, and Mexico; Commissioner Rohr cumulated imports of casing and tubing from
Argentina, Italy, Japan, Korea, and Mexico; Commissioner Newquist and Commissioner Bragg
cumulated all subject imports of casing and tubing.

" Vice Chairman Nuzum notes that the cumulated volume of imports of casing and tubing from
the subject countries other than Austria, Italy, and Spain increased by *** percent between 1992 and
1994, rising from *** short tons in 1992 to *** shorl tons in 1993, then slipping to *** short tons in
1994, Between interim 1994 and interim 1995, the volume of such imports fell by *** percent, from
®kk 1o *** short tons. The cumulated value of imports of casing and tubing from the subject countries
other than Austria, Italy, and Spain increased by *** percent between 1992 and 1994, rising from **+
in 1992 to *** in 1993, then slipping to *** in 1994. Between interim 1994 and interim 1995, the
value of such imports fell by *** percent, from *** to *#** Table A-3, PR at A-7; CR at A-10.

'  Commissioner Rohr notes that the cumulated volume of imports of casing and tubing from the
subject countries other than Austria and Spain increased by *#** percent between 1992 and 1994, rising
from *** short tons in 1992 to *** short tons in 1993, then slipping to *** short tons in 1994.
Between interim 1994 and interim 1995, the volume of such imports fell by *** percent, from *** to
#*¥ short tons. The cumulated value of imports of casing and tubing from the subject countries other

(continued...)

1-29



cumulated subject imports was far greater than the overall increase in consumption between
1992 and 1994,

The market share of cumulated subject imports by both volume and value also rose
significantly, near]y doubling from 1992 to 1994, and declined significantly in interim 1995
compared to interim 1994."* ' ** During this same time period, domestic producers’
market share declined substantially.'” As noted previously in our discussion of cumulation,
purchasers found subject imports and the domestic product to be largely substitutable., Thus,
because of the relatively high degree of substitutability between the cumulated subject imports
and the domestic product, we find that the significant increased voiume of subject imports
actively displaced the domestic product. Conversely, during the interim period when
cumulated subject imports dropped significantly in absolute terms and in terms of market
share, domestic producers’ market share rebounded.™

" (...continued)

than Austria and Spain increased by ek percent between 1992 and 1994, rising from *** in 1992 to
%4 in 1993, then stipping to *** in 1994. Between interim 1994 and interim 1995, the value of such
imports fell by *** percent, from *** 1o ***_ Table A-3, PR at A-7; CR at A-10.

"™ Commissioners Newquist and Bragg note that the cumulated volume of imports of casing and
tubing from all seven subject countries increased by *** percent between 1992 and 1994, rising from
“** short tons in 1992 to *** short tons in 1993, then slipping to. *** short tons in 1994. Between
interim 1994 and interim 1995, the volume of such imports fell by *** percent, from *** to *** short
tons. The cumulated value of imports of casing and tubing from all seven subject countries increased
by, *** percent betwesn 1992 and 1994, rising from *** in 1992 to *** in 1993, then slipping to ***
in 1994. Between interim 1994 and interim 1995, the value of such imports fell by *** percent, from
%+ to ***, Table A-3, PR at A-7; CR at A-10.

¥ Table A-3, PR at A-7; CR at A-10.

'™ Vice Chairman Nuzum notes that the cumulated market share (by volume) of imports of casing
and tubing from the subject countries other than Austria, Italy, and Spain increased from *+* perceat
in 1992 to *** percent in 1993 and to *** percent in 1994. Between interim 1994 and interim 1995,
the market share (by volume) of such imports fell from *** (o *** percent. The cumulated market
share (by value) of imports of casing and tubing from the subject countries other than Austria, Italy,
and Spain increased from *** percent in 1992 1o *** percent in 1993, and remained at *** percent in
1994. Between interim 1994 and interim 1995, the market share (by value) of such imports fell from
k1o **% percent. Table A-3, PR at A-7; CR at A-10.

¥ Commissioner Rohr notes that the cumulated market share (by volume) of imports of casing
and tubing from the subject countries other than Austria and Spain increased from *** percent in 1992
to *** percent in 1993, and decreased slightly to *** percent in 1994. Between interim 1994 and
interim 1995, the market share (by volume) of such imports fell from “** to *** percent. The
cumulated market share (by value) of imports of casing and tubing from the subject countries other
than Austria and Spain increased from *** percent in 1992 to *** percent in 1993, then slipped to *%*
percent in 1994. Between interim 1994 and interim 1995, the market share (by value} of such imports
fell from *** to #** percent. Table A-3, PR at A-7; CR at A-10.

"™  Commissioner Newquist and Commissioner Bragg note that the cumulated market share (by
volume} of imports of casing and tubing from all seven subject countries increased from *** percent in
1992 to *** percent in 1993, and was *** percent in 1994. Between interim 1994 and interim 1995,
the market share (by volume) of such imports fell from *** to *** percent. The cumulated market
share (by value) of imports of casing and rubing from all seven subject countries increased from »**
percent in 1992 to *** percent in 1993, then slipped to *** percent in 1994. Between interim 1994
and interim 1995, the market share (by value) of such imports feil from *** to *** percent. Table A-
3, PR at A-7; CR at A-10.

' Table A-3, PR at A-7; CR at A-10.

*  Table A-3, PR at A-7; CR at A-10.
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Given the increase in penetration of the U.S. market and the overall dramatic
increase in volume and market share of the cumulated subject imports, we find the volume of
such imports to be significant.

2. The Effect of Cumulated Subject Imports on Domestic Prices

The domestic and imported products are generally substitutable and purchasers
reported that price is one of the most important factors in purchasing decisions.™ Many
purchasers indicated that they bought the subject imports because of their lower price.™

The evidence indicates that prices of domestic casing and tubing fluctuated or
declined during the period of investigation. There were no clear trends with respect to
cumulated subject import prices. Pricing trends of different countries varied and also varied
by product category. ™ The evidence was also mixed with respect to patterns of over- and
underselling. ™

Despite the mixed evidence as 1o instances of underselling and overselling, we find
that the underseiling of subject imports, however cumulated, is nevertheless significant. We
particularly find underselling by subject imports to be significant in instances where
purchasers report that the quality of such imports is superior to the domestic product (g.g., in
the case of Japanese imports which represented a large share of the total cumulated imports).

We also find that subject cumulated imports suppressed domestic prices to a
significant degree, despite the unclear pattern of domestic and import prices.™ The
significant volumes of casing and tubing available from the subject cumulated countries
effectivelxukept domestic producers from raising prices despite high costs relative to
revenues.”. Because imported and domestic casing and tubing are relatively close substitutes,
changes in relative prices are likely to cause purchasers to shift among supply sources. This
was confirmed by a number of purchasers that were contacted in order to verify petitioners’
lost sale and lost revenue ailegations.™ Purchasers repeatedly stated that subject imports
from A;gentina, Italy, Korea, Japan, and Mexico exerted downward pressure on domestic
prices.

For these reasons, we find that subject cumulated imports of casing and tubing
suppressed domestic prices of casing and tubing to a significant degree.

% PR at II41; CR at I-56. Amoeng the 33 distributors, 18 considered price to be the most

important purchasing consideration. Final Economic Memorandum at 12.

" See generally PR at 11-51-55; CR at 1-93-98,

*  See generally Tables 23-38, PR at 11-47-48; CR at 1-64-79.

™ Tables 39-46, PR at 11-49-50; CR at 1-82-89.

*5  There was also limited evidence of price depression of domestic prices. For example,
domestic prices for product 4 ***, and domestic prices in several other product categories ***, PR at
II-46; CR at I-62-63.

™ Cost of goods sold increased by 26.1 percent from 1992 to 1994 and increased 20.2 percent
between interim periods. Table A-8, PR at A-11; CR at A-16. The ratic of cost of goods sold to net
sales fluctuated, but was at very high levels throughout the period of investigation. Table A-8, PR at
A-11; CR at A-16.

¥ Petitioners also noted that they attempted to raise prices during the period of investigation but
were unable to do so because of lower import prices. Only after the filing of these investigations were
producers abie to increase prices. See, e.g., Petitioners’ Posthearing Brief, Vol. I, at 18.

¥ See generally PR at II-51-55; CR at [-93-98.

.31



i The Impact of Cumulated Subject Imports on_the Domestic
Industry

The adverse impact of the cumulated subject imports is reflected in the poor
operating performance of the domestic industry (despite a sharp increase in U.S.
consumption) and in the decline in U.S. market share of over *** percentage points from
1992 to 1994, Subject imports, however cumulated, captured a significant portion of the
increase in consumption, and also took market share away from domestic producers.™
During the period when cumulated subject imports were increasing their market share, the
domestic industry experienced continued operating losses, domestic producers operated at low
levels of capacity utilization, and inventories of the domestic producers increased.™®

In our view, the large volumes of cumulated subject imports, which purchasers
generally view as good substitutes for the domestic product, are inhibiting the domestic
industry from increasing market share and from raising prices. Because demand is relatively
dependent on the level of drilling activity, decreases in prices for the subject products will
not generally lead to significant increases in overall volumes demanded. Thus, suppliers
must compete for market share and the lowest price will generally prevail. As discussed in
the previous section, the adverse impact of subject cumulated imports was also reflected in
the inability of the domestic industry to raise prices sufficiently to cover costs between 1992
and 1994. As a result, the industry suffered pervasive operating losses throughout the period
of investigation.®'

We also find it noteworthy that the domestic industry’s condition improved
dramatically in interim 1995 compared to interim 1994. During this same period there was a
dramatic decline in the volume of cumulated subject imports. ** ** ** While there was a
*** percent growth in overall U.S. consumption, the rate of improvement in the domestic
industry’s production, capacity utilization, shipments, and net sales (in terms of both quantity
and value), far outpaced this modest growth in consumption. Moreover, the industry’s
operating loss declined by 63.3 percent in interim 1995 compared with the 1994 interim
period. Also in interim 1995, the industry recorded a gross profit unlike in either interim or
full-year 1994 %

™  Table A-3, PR at A-7; CR at A-10.
2 Tables A-3 and A-8, PR at A-7 and A-11; CR at A-10 and A-16.
3t See Table A-8, PR at A-11; CR at A-16.

22 One reason we generally do not place great weight on interim period data is because the
conditions in the industry are likely to be affected by the pendency of the investigations or by interim
duties. In this instance, however, we are simply noting the effects on the industry of the withdrawal
of imports from the market. We are not drawing conclusions as to the reason behind the withdrawal,
g.g., whether this is due to the pendency of the investigations and/or imposition of preliminary duties,

# Vice Chairman Nuzum notes that cumulated subject imports of casing and tubing from
Argentina, Japan, Korea, and Mexico declined by *** percent between interim periods. Table A-3,
PR at A-7; CR at A-10.

24 Commissioner Rohr notes that cumulated subject imports of casing and tubing from Argentina,
Itaty, Japan, Korea, and Mexico declined by *** percent between interim periods. Table A-3, PR at
A-7; CR at A-10.

%5 Commissioner Newquist and Commissioner Bragg note that cumulated subject imports of
casing and tubing from Austria, Argentina, Italy, Japan, Korea, Mexico, and Spain declined by ***
percent between interim periods. Table A-3, PR at A-7; CR at A-10.

%6 See Tables A-3 and A-8, PR at A-7 and A-11; CR at A-11 and A-16.
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C. No Threat of Material Injury by Reason of Negligible
Imports of Casing and Tubing from Austria and Spain®’

Section 771(7)(F) of the Act directs the Commission to determine whether a U.S.
industry is threatened with material injury by reason of imports "on the basis of evidence that
the threat of material injury is real and that actual injury is imminent.” The Commission is
not to make such a determination "on the basis of mere conjecture or supposition.™” We
have considered all the statutory factors that are relevant to these investigations.”

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and pr ice effects of such imports if they compete with each other and the domestic
like product. ' In addition, the Commission has considered whether the imports are
increasing in the U.S. market, whether the imports have similar patterns of underselling, and
the probability that imports will enter the United States at prices that would have a
depressing or suppressing effect on domestic prices of that merchandise.™ Because we find
that imports of casing and tubing from Austria and Spain are negligible, we do not cumulate
such imports for purposes of our threat analysis.

With respect to imports of casing and tubing from Austria, volume and market share
of those imports were negligible over the period reviewed, and declined in the latter periods.
Given the current lack of adverse price effects, and the lack of evidence of future changes in
price effects, we find no probabiiity that any future imports will enter the United States at
prices that will have a depressing or suppressing effect. Inventories were only reported in
*** and decreased by *** percent over that period. ? Thus, we do not find that the threat of

material injury is real and that actual injury is imminent by reason of imports of casing and
tubmg from Austria.

Similarly, with respect to imports of casing and tubing from Spain, we also found
volume and market share of those imports to be negligible over the period reviewed. We

¥ Commissioner Newquist and Commissioner Bragg do not join in this section.

19 U.5.C. § 1677(7)(F)(i1). An affirmative determination must be based upon "positive
evidence tending to show an intention to increase the levels of importation." Metallverken Nederland,
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’] Trade 1990), citing American Spring Wire
Corp. v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’] Trade 1984), aff’d sub nom., Armeco, Inc.
v. United States, 760 F.2d 249 (Fed. Cir. 1985).

™19 U.S.C. § 1677(N{FY)D)-(X). In addition, the Commission must consider whether
dumping findings or antidumping remedies in markets of foreign countries against the same class or
kind of merchandise suggest a threat of material injury to the domestic industry. 19 U.S.C. §
1677(N(F)(ii)(I). There is no evidence of any third-country antidumping findings or remedies against
subject imports of casing or tubing. The Commission does not need to analyze factor (IX) because
these investigations do not involve imports of agricultural products. We have also considered the
nature of the Austrian and Italian subsidies, pursuant to 19 U.S.C, § 1677(7}E)(i) and (F)(l)(l) We
do not find that the effect of these subsidies threaten material injury to the domestic casing and tubing
industry.

™  We note that all responding domestic mills supported the petition in these investigations. Table
3, PR at II-17; CR at I-19. Seven processors supported the petition, 2 opposed it, and the remainder
took no position. PR at II-17 n.41; CR at [-20 n.41.

B 19 U.S.C. § 1677(D(F)(iv).

#  Kem-Liebers v. United States, Slip Op. 95-9 at 37; Asociacion Colombia de Eiggmdgres de
Flores v. United States, 693 F. Supp. 1165, 1171-72 (Ct. Int’] Trade 1988).

#  Table A-3, PR at A-7; CR at A-10.

s
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find a lack of current adverse price effects, and we see no probability that any future imports
will enter the United States at prices that will have a depressing or suppressing effect. There
were *** inventories reported during any period of the investigation of the Spanish
product.® We therefore find that the threat of material injury is not real and that actual
injury is not imminent by reason of imports of casing and tubing from Spain.

V. SUBJECT 1 RTS OF DRILL PIPE
A, Cumulation

We cumulate imports from Argentina and Mexico, but not Japan for purposes of
determining whether the domestic drill pipe industry is materially injured by reason of
subject imports of drill pipe.™ ® ® ®* In addition, we find drill pipe imports from Austria,
Italy, Korea, and Spain to be negligible.

1. Reasonable Overlap of Competition

For purposes of determining whether there is material injury by reason of imports of
drill pipe, we determine that there is a reasonable overlap of competition of drill pipe imports
from Argentina and Mexico and the domestic like product, but we do not find a reasonable
overlap of competition of drill pipe imports from Japan with drill pipe imports from
Argentina and Mexico.”

Drill pipe imports from Argentina, Japan, and Mexico were all simultaneously
present in the market and sold in the same geographic markets.™ Imports of drill pipe from

Z*  Tgble A-3, PR at A-T; CR at A-10.

2% Chairman Watson and Commissioner Crawford determine that an industry producing drill pipe
is materially injured by reason of subject imports of drill pipe from Argentina, Japan, and Mexico.
See Separate and Dissenting Views of Chairman Watson and Separate and Dissenting Views of
Commissioner Crawford..

2% Vice Chairman Nuzum determines that the domestic drill pipe industry is not materially injured
by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate and Dissenting
Views of Vice Chairman Nuzum.

#  Commissioner Rohr and Commissioner Newquist find that the domestic drill pipe industry is
not currently materially injured, and therefore do not reach the issue of cumulation of drill pipe
imports for purposes of a present material injury causation analysis. See, supra, note 125. They
therefore do not join this section of the opinion.

Z*  Commissioner Bragg determines that the domestic drill pipe industry is not materially injured

by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate and Dissenting
Views of Commissioner Bragg.

™ As discussed above, in assessing whether imports compete with each other and with the
domestic like product, the Commission has generally considered four factors: (1) the degree of
fungibility between the imports from different countries and between imports and the domestic like
product; (2) the presence of sales or offers to sell in the same geographical markets; (3) the existence
of common or similar channels of distribution; and (4) whether the imports are simultaneously present
in the market. See Certajn Cast-lron Pipe Fittings from Brazil, the Republic of Korea and Taiwan,
Invs. Nos. 731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicac Tupy, S.A. v.
United States, 678 F. Supp. 898 (Ct. Int’] Trade ), aff’d, 859 F.2d 915 (Fed. Cir. 1988).

D0 Table A-2, PR at 1I-9 n.25 and A-7; CR at I-10 n.25 and A-7.
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Argentina and Mexico and U.S.-produced driil pipe were sold ***, whereas sales of Japanese
imports *** '

We find, however, that imports of drill pipe from Japan are not fungible with imports
of drill pipe from Argentina and Mexico. Virtually all drill pipe imported from Japan
consists of either mill-finished drill pipe or unfinished heavy-weight drill pipe ("HWDP"),
whereas imports of drill pipe from Argentina and Mexico consist of unfinished standard-
weight drill pipe ("SWDP").” The mill-finished Japanese drill pipe includes the tool joint,
which as we discussed in the like product section, is a high value component. The
unfinished HWDP is also a higher-priced product than unfinished SWDP from Argentina and
Mexico. While both HWDP and SWDP are used in the drill string to drill the well hole,
HWDP is designed for use under difficult drilling conditions. Thus, Japanese drill inpe had
significantly higher unit values than drill pipe imports from Argentina and Mexico.**

The channels of distribution of Japanese drill pipe differ somewhat from the channels
of distribution of the Argentine and Mexican drill pipe. Argentine and Mexican drill pipe
are sold to drill pipe distributors and/or processors, whereas mill-finished drill pipe from
Japan was typically sold to end-users.® Unfinished HWDP from Japan was also sold to drill
pipe processors, but was commonly sold to specialized drill pipe distributors and/or
processors.™

For the above reasons, we find that there is a reasonable overlap of competition
among subject imports from Argentina and Mexico and the domestic like product, but not
between these imports and subject imports of drill pipe from Japan.™

2. Negligibility of Drill Pipe Imports

We find that imports of drill pipe from Austria, Italy, Korea, and Spain are
negligible. There were no imports of drill pipe from Austria, Korea, and Spain during the
period of investigation, thus, imports could not have exerted an adverse impact on the
domestic industry.

The only imports of Italian drill pipe consisted of *** in 1992 and *** tons in 1993.
Thus, such imports were isolated and sporadic and did not recur in the more recent

2! PR at II-9; CR at I-10.

B2 Table F-1, PR at F4; CR at F-7.

%3 Table A-2, PR at A-7; CR at A-7.
3 PR at I1-11; CR at [-13.

B3 PR at II-9 n.25; CR at I-10 n.25.

B As discussed supra, note 133, Commissioner Crawford finds that substitutability, not
fungibility, is a more accurate reflection of the statute. In these investigations, she finds there is
insufficient substitutability between subject imports of drill pipe from Japan and subject imports of drill
pipe from Argentina and Mexico to conclude there is a reasonable overlap of competition. However,
she finds sufficient substitutability exists between subject imports from Argentina and Mexico. See
Tables A-2 and F-1, CR at A-7 and F-7, 12, and 13; PR at A-7 and F-4. Therefore, she concurs with
her colleagues that subject imports from Japan should not be cumnlatively assessed with subject
imports from Argentina and Mexico. There were no imports of drill pipe from Austria, Italy, Korea
or Spain in 1994. Therefore, there are no imports from these four countries to cumulate. See
Dissenting Views of Commisgioner Carol T. Crawford in Stainless Steel Bar from Brazil, India, Jaj
Spajp, Invs. Nos. 731-TA-678,679, 681 and 682 (Final), for a description of her views on cumulation.
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periods.® The record contains no evidence that the *** levels of Italian drill pipe imports

had any discernible adverse impact on the U.S. drill pipe industry.™

B. Threat of Material Injury by Reason of Subject Imports of
Drill Pipe

1. Cumulation for Threat

For purposes of our threat of material injury analysis, we have determined to exercise
our discretion to cumulate imports of drill pipe from Argentina and Mexico,” but we do not
cumulate imports of drill pipe from Austria, Italy, Japan, Korea, or Spain.® As noted in the
cumulation section for casing and tubing above, in assessing whether a domestic industry is
threatened with material injury by reason of imports from two or more countries, the
Commission has discretion to cumulate the volume and price effects of such imports if they
compete with each other and the domestic like product.™

Because we find that imports of drill pipe from Austria, Italy, Korea, and Spain are
negligible, we conclude that these countries should not now be cumulated for our assessment
of threat of material injury.*?

We also do not cumulate drill pipe imports from Japan with drill pipe imports from
Argentina and Mexico for purposes of our threat analysis because, as discussed in more
detail above, we do not find that drill pipe imports from Japan compete with drill pipe
imports from Argentina and Mexico.

57 Table A-2, PR at A-7; CR at A-7.

®  In light of our finding of the lack of discernible adverse impact of these negligible imports, we
determine that the domestic industry producing drill pipe is not materially injured by reason of drill
pipe imports from Austria, Italy, Korea, or Spain. Such imports were nonexistent or insignificant in
terms of absolute volume and as a share of domestic consumption. The record contains no evidence
that imports from these countries independently had a significant suppressing or depressing effect on
domestic prices.

™  Commissioner Rohr notes that he does not formally cumulate in threat investigations and thus
makes individual determinations with respect to each country subject to investigation. He further notes
that he does "informally cumulate™ imports in appropriate circumstances by considering the presence of
other unfairly traded imports as another demonstrable adverse trend in making his individual
determination. He finds that the Commission’s discussion of cumulation of the Argentine and Mexican
drill pipe imports establishes that appropriate circumstances exist for considering the presence of the
Argentine and Mexican imports of drill pipe together as such a trend.

*  Commissioner Newquist cumulated imports of drill pipe from Japan with imports from
Argentina and Mexico for purposes of his threat of material injury analysis, and finds that the domestic
casing and tubing industry is materially injured by reason of subsidized and LTFV imports from those
three subject countries. He notes that inclusion of the import data from Japan makes even more
compelling the data upon which his colleagues have relied in making their affirmative determinations.
For Commissioner Newquist’s cumulation analysis, see his Separate and Dissenting Views.

* 19 U.S.C. § 1677(7)(F)(iv). In addition, for purpases of threat, the Commission considers
whether the imports are increasing at similar rates in the same markets, whether the imports have
similar patterns of underselling, and the probability that imports will enter the United States at prices
that would have a depressing or suppressing effect on domestic prices of that merchandise. Kem-

Liebers v. United States, Slip Op. at 37; Asociacion Colombia de Exportadores de Flores v. United
States, 693 F. Supp. at 1171-72.

* gee 19 U.S.C. § 1677(THC)(Y).
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We cumulate imports of drill pipe from Argentina and Mexico for purposes of our
threat analysis, notwithstanding the somewhat divergent trends in import volumes in the latter
portion of the period of investigation. We base our decision to cumulate on the overlap in
competition of the Argentme and Mexican drill pipe imports (dlscussed in section V.A.1.
above); the similar trends in prices of Argentme and Mexican 1mports *® and the cross-
ownership of foreign producers of drill pipe in those two countries.™ Thus, pursuant to
section 771(7)(F)(w) of the Act, we cumulanvely assess the volume and price effects of
imports of drill pipe from Argentina and Mexico.**

2. Threat of Material Injury by Reason of

Imports of Drill Pipe from Argentina,
Japan, and Mexico

As noted above, section 771(7)(F) of the Act directs the Commission to determine
whether a U.S. industry is threatened with material injury by reason of imports "on the basis
of evidence that the threat of material injury is real and that actual injury is imminent.”" The
Commission is not to make such a determination "on the basis of mere conjecture or
supposition.**® We have considered all the statutory factors that are relevant to these
investigations.*’ **

a. Imports of Drill Pipe from Argentina and Mexico

There is significant unused production capacity in Argentina. The record indicates
that total drill pipe production capacity in Argentina *** drill pipe production and total
Argentine drill pipe shipments. Capacity utilization was ***. The total amount of unused
capacity. of drill pipe in Argentina was equivalent to *** percent of 1994 total apparent U.S.

' We note that prices of Argentine and Mexican drill pipe reported in product category 12 both
**& gver the period of investigation, as did their average unit values. See Table 37, PR at II-17; CR
at I-78; Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-13,

PR at 11-20; CR at I-24.

* 19 U.S.C. § 1677(T)(F)(iv).

19 U.S.C. § 1677(7XF)(ii). An affirmative determination must be based upon "positive
evidence tending to show an intention to increase the levels of importation.” Metallverken Nederland,
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’] Trade 1990), citing American Spring Wire
Corp. v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’]l Trade 1984), aff’d sub nom., Armco, Inc.
v. United States, 760 F.2d 249 (Fed. Cir. 1985).

W 19 U.S.C. § 1671 (MENND-(X). In addition, the Commission must consider whether
dumping findings or antidumping remedies in markets of foreign countries against the same class or
kind of merchandise suggest a threat of material injury to the domestic industry, 19 U.5.C. §
1677(7TYF)iii}(I). There is no evidence of any third-country antidumping findings or remedies against
subject imports of drill pipe. We do not need to analyze factor (I) for our analysis of imports of drill
pipe from Argentina, Japan, and Mexico. We also need not examine factor (IX) because these
Investigations do not involve imports of agncultural products,

*  We note that all responding domestic mills producing drill pipe supported the petition in these

investigations. Table 3, PR at JI-17; CR at I-19. Seven processors supported the petition, 2 opposed
it, and the remainder took no position. PR sat II- n.41; CR at 1-20 n.41.
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consumption of drill pipe.* Unused production capacity in Mexico *** from 1992 to 1994
and in interim 1995 compared to interim 1994. Notwithstanding the *** in unused capacity,
we find it significant that there was *** in production of drill pipe from 1992 to 1994, most
of which was ***

The volume and market penetration of drill pipe from Argentina and Mexico
increased significantly. The quantity of cumulated subject imports increased from *** short
tons in 1992 to *** short tons in 1994, a *** percent increase. Cumulated Argentine and
Mexican imports were lower in interim 1995 than in interim 1994; nevertheless, imports in
interim 1995 were ***.* ** Market penetration of cumulated imports from Argentina and
Mexico measured in terms of quantity increased from *** percent of U.S. consumption of
drill pipe in 1992 to *** percent 1994, Market share decreased from ”apgl:oximately e
percent in interim 1994 to approximately *** percent in interim 1995. e

Argentine production of drill pipe is projected ***.*¢ Based, however, on the fact
that the United States is one of Argentina’s principal markets for drill pipe and that imports
of drill pipe from Argentina *** during the period of investigation, we find that production
from the *** production capacity in Argentina will likely be directed to the United States. In
addition, the datz provided by the Argentine producers indicate that, from 1992 to 1994,
home market and other export market shipments ***. Thus, we find that the *** is
inconsistent with other data and therefore not reliable.?’

*  Compare Tables E-1 and E-5 with Table E-2, PR at E-4 and A-7; CR at E-3 and E-5 and A-
7. Annual drill pipe production capacity in Argentina is *** short tons. Table E-1, PR at E-3; CR at
E-3. '

2 Table E-5, PR at E-4; CR at E-7.

' Table A-2, PR at A-7; CR at A-7. We note that declines in interim periods may be
attributable to the pendency of these investigations.

! Commissioner Rohr notes that on a non-cumulated basis there was a rapid increase in the
voleme of drill pipe imports from Argentina and Mexico. Imports of drill pipe from Argentina
increased by *** percent by quantity from 1992 to 1994 from *** short tons to *** short tons.
Argentine imports were lower in interim 1595 than in interim 1994, but imports in interim 1995 were
wx*_ Tmports of drill pipe from Mexico increased from *** short tons in 1992 to *** short tons in
1994. Mexican imports increased to *** short tons in interim 1995 compared to *** short tons in
interim 1994, Table A-2, PR at A-7; CR at A-7.

™ Table A-2, PR at A-7; CR at A-7. Again, we note that declines in interim periods may be
attributable to the pendency of these investigations.

®  Because incomplete data on OCTG were received from importers, Mexican import volume and
market share were calculated based on Commerce’s official import statistics. PR at 1I-19; CR at 1-24,
However, our determinations would not have been different had questionnaire data been used in these
calculations. Based on questionnaire data, U.S shipments of drill pipe from Argentina and Mexico *¥*
Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-7.

*  Commissioner Rohr notes that on a non-cumulated basis there was a rapid increase in the
market share of drill pipe imports from Argentina and Mexico. The market share of drill pipe from
Argentina by quantity, increased from 1992 to 1994 from *** percent of U.S. consumption to ***
percent of U.S. consumption. Argentine imports’ market share was lower in interirn 1995 than in
interim 1994, but the share in interim 1995 was ***, Market penetration of imports of drill pipe from
Mexico increased from *** percent in 1992 to *** percent in 1994. Additionally, Mexican imports’
market share increased to *** percent in interim 1993 compared to *** percent in interim 1994.

Table A-2, PR at A-7; CR at A-7.
Z  Table E-1, PR at E-3; CR at E-3. We note that *** Table E-1, PR at E-3; CR at E-3.

¥ Cf. Tables A-2 and E-1, PR at A-7 and E-3; CR at A-7 and E-3.
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Mexican respondents provided no meaningful projections for 1995 and 1996. We
note, however, that virtually all Mexican drill pipe production after 1992 ***_ The historical
trends of a *** home market,”™ an *** export market, and the importance of the United
States as an export market, lead us to conclude that the U.S. market penetration of drill pipe
from Mexico will likely increase to an injurious level.

End-of-period inventories of Argentine drill pipe in the United States *** percent
from 1992 to 1994, and by over *** percent in interim 1995 compared 1o interim 1994
End-of-period inventories of Mexican drill pipe imports in the United States *** short tons in
1994 and *** short tons in interim 1995.*° Drill pipe inventories of Mexican drill pipe
*x* % The ***, further support our affirmative threat determination.

We further find that it is likely that the subject imports will enter the United States at
prices that will have a depressing or suppressing effect on prices. The record indicates that
Argentine and Mexican drill pipe prices (product 12) *** and ***. The average unit value
of imports of drill pipe from Argentina and Mexico *** throughout the period 1992 through
1994, as did the average unit value of U.S. shipments of drill pipe from Argentina and
Mexico.”™ Domestic drill pipe prices *** overall when comparing the last quarter reported
to the first quarter.*

We also find that there is a potential for product shifting by the sole Argentine drill
pipe producer, Siderca S.A.L.C. Siderca also produces seamless line and standard pipe
products, which have recently become subject to an antidumping duty order with margins of
108.13 percent, in the same facilities used to produce drill pipe.”* We also find that there is
a potential for product shifting by both Siderca and the soie Mexican drill pipe producer,
Tamsa S.A. Those producers also produce OCTG excluding drill pipe, which will now be
subject to final antidumping duty orders as a result of these investigations.

~ Finally, other adverse trends indicate that there is likely to be material injury by
reason of subject imports. The domestic drill pipe industry’s performance was characterized
by a significantly declining share of domestic consumption, low capacity utilization rates, and
fluctuating and inconsistent financial performance. These trends, in addition to the increasing
dominance of the market by LTFV imports, indicate that continued increases in subject
import penetration will have an injurious effect on the domestic industry.

*  Shipments of drill pipe produced in Mexico ***, reflecting *** in home market shipments.
Table E-5, PR at E-4; CR at E-5. .

*  Table A-2, PR at A-7; CR at A-7. We note that ***. PR at 11-27; CR at I-35.' Furthermore,
the level of end-of-period inventories of Argentine drill pipe reported by Siderca §.A.I.C. *** from
1992 to 1994, *** short tons. The ratio of inventories to production *** from 1993 to 1994 to ***
percent. In interim 19935 this ratioc was *** percent compared to *** percent in interim 1994. Table
E-1, PR at E-3; CR at E-3.

*  Table A-2, PR at A-7; CR at A-7.

#' Table E-5, PR at E-4; CR at E-S.

¥ Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F-4; CR at F-13.

Table 37, PR at 11-48; CR at I-78; Table A-2, PR at A-7; CR at A-7; Table F-1, PR at F4;
CR at F-13. We note that import data for drill pipe from Mexico is frorn Commerce’s official import
statistics, since the Commission received an incomplete response to its questionnaires on OCTG from
Mexico. PR at 1I-19; CR at 1-24..

** We note that the portion of Siderca $.A.1.C.'s capacity that is most likely to be directly
affected by the imposition of duties on small-diameter seamless pipe is *** Compare PR at 1I-29
n.57, CR at I-37 n.57, with Table 21, PR at II-37, CR at |-51.
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Based on the foregoing, we find that the record indicates the threat of material injury
is real and that actual injury is imminent by reason of imports of drill pipe from Argentina
and Mexico.

b. Imports of Drill Pipe from Japan®™

Information on the record indicates that annual drill gipe production capacity in Japan
*** overall from 1992 to 1994, but *** from 1993 to 1994, Capacity utilization ***
between 1993 and 1994, although it *** between interim periods.® The unused capacity
was *** total shipments of Japanese drill pipe directed to the U.S. market in 1992 and
1993.** Thus, we conclude that there is substantial underutilized production capacity in
Japan, particularly in light of the demonstrated ability of the Japanese mills to alter their
product mix in response to changing market conditions.*® :

We further conclude that volume and U.S. market penetration of the Japanese imports
will likely increase to an injurious level. Imports of drill pipe from Japan increased by ***
percent in terms of quantity from 1992 to 1994. Such imports were lower in interim 1995
than in interim 1994.°® Market penetration of imports from Japan measured in terms of
quantity increased from *** percent of U.S. consumption of drill pipe in 1992 to *** percent
in 1994. Market share also increased from *** percent in interim 1994 to *** percent in
interim 1995.”" _

Although shipments of Japanese drill pipe exports to the U.S. market are projected to
be ***, we find that such projections are inconsistent with the fact that Japanese exports to
the U.S. market *** from 1992 to 1994.® No further support for increased imports to
third-country markets was provided. Moreover, the data provided by the Japanese producers
indicate that, from 1992 to 1994, as well as in interim 1995, home market and other export
market shipments *** ™

We also find that there is a probability that the subject imports from Japan will enter
the United States at prices that will have a depressing or suppressing effect on prices for the
domestic like product. We note that a rapidly growing segment of drill pipe consumption is
the market for HWDP. U.S. shipments of HWDP, which is used in such critical applications
as directional driiling, increased throughout the period of investigation.” U.S. shipments of
Japanese HWDP grew at a far faster rate than did U.S. shipments ¢ Zomestic HWDP and
captured increasingly large shares of this growth market between 1957 .d 1994 and between
interim 1994 and interim 1995.* We further note the *** average uni -alues of U.S.

Commissioner Newquist does not join this section of the opinion.
Cf. Tables A-3 and E-3, PR at A-7 and E-4; CR at A-10 and E4.
Table E-3, PR at E4; CR at E-4.

Table E-3, PR at E-4; CR at E4.

PR at II-31; CR at 1-42 and 1-43 n.63.

We note that declines in interim periods may be attributable to the pendency of these
investigations.

7 Table A-2, PR at A-7; CR at A-7.
™  Table E-3, PR at E-4; CR at E4.
I Table E-3, PR at E-4; CR at E4.
# PR at II-7; CR at [-7.

5 Table F-1, PR at F-4; CR at F-5-13.

§ B % ¥ B
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shipments of Japanese HWDP.” The record indicates that Japanese prices (of HWDP) ***
in the most recent period reported and were *** than the U.S. prices in all periods reported.
There was an overall decline in domestic drill pipe prices from early 1992 to early 1994."

End-of-period inventories in the United States of drill pipe from Japan decreased
somewhat between 1992 and 1994, but increased during the interim periads.z’ls The ratio of
inventories in Japan to production were relatively substantial in all periods.”™

We also find that there is a potential for product shifting by the Japanese drill pipe
producers since three out of the four reporting mills produce drill pipe as well as casing and
tubing.™ As a result of these investigations, casing and tubing will be subject to final
antidumping duty orders.

As discussed above with respect to Argentine and Mexican drill pipe imports, we find
the domestic drill pipe industry’s performance over the period of investigation is another
adverse trend that supports a finding that continued increases in subject imports will have an
injurious effect on the domestic industry.

. Based on the foregoing, we find that the record indicates the threat of material injury
is real and that actual injury is imminent by reasen of imports of drill pipe from Japan.

3. reat of Material Inj n_of
Negligible Imports of Drill Pipe from
Austria, Italy, Korea, and Spain

With respect to imports of drill pipe from Austria, Korea, and Spain, we found the
volume and market share of such imports to be negligible since they were nonexistent over
the period. Given the current lack of adverse price effects, we find no probability that any
future imports will enter the United States at prices that will have a depressing or suppressing
effect. No inventories were reported of such imports during any portion of the period of
investigation, and there was no reported capacity or capacity utilization for the production of
drill pipe.™ Thus, we do not find that the threat of material injury is real and that actual
injury is imminent by reason of imports of drill pipe from Austria, Korea, and Spain.

With respect to imports of drill pipe from Italy, we also found the volume and
market share of those imports to be negligible over the period reviewed. Given the current
lack of adverse price effects, we find no probability that any future imports will enter the
United States at prices that will have a depressing or suppressing effect. No inventories were
reported of Italian imports during any portion of the period of investigation and there was no
reported capacity or capacity utilization for the production of drill pipe.™

€  Table F-1, PR at F-4; CR at F-5-13.

7 Table 38, PR at [I-48; CR at I-79.

% Table A-2, PR at A-7; CR at A-7. We note that *** holds additional inventories of finished
drill pipe from Japan ***, PR at II-27; CR at I-35. Finished drill pipe *** accounted for *** of all
U.S. shipments of Japanese drill pipe in 1994. Table F-1, PR at F-4; CR at F-7. We further note

that Japanese importers reportedly have arranged for the importation of *** short tons of OCTG since
March 31, 1995, the vast majority of which ***, PR at 27 & n.55; CR at I-37 & 0.55.

™  Table E-3, PR at E-3, CR at E4,

2 PR at II-31; CR at 1-4243.

21 PR at 1I-31; CR at ]-42-44.

2 PR at 11-29; CR at I-42. There does not appear to be any potential for product shifting since

none of the Italian producers of OCTG reported any production of drill pipe during the period of
mvestigation.
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For these reasons, we do not find that the threat of material injury is real and that
actual injury is imminent by reason of imports of drill pipe from Italy ™

4. Effect of Suspension of Liquidation of Entries

Under section 735(b)(4)(B) of the Act, an affirmative threat determination must be
accompanied by a determination as to whether the Commission would have made an
affirmative material injury determination but for the suspension of liquidation.® Thus, we
must determine whether we would have made an affirmative material injury determination
with respect to imports of drill pipe from Argentina, Japan, and Mexico but for the
suspension of liquidation.

This finding determines the date of imposition of duties. If the-Commission makes
an affirmative "but for" finding, antidumping duties would be imposed on imports of dritl
pipe from Argentina, Japan, and Mexico from the date of suspension of liquidation of those
imports. By contrast, if the Commission makes a negative "but for" finding, duties are
imposed only from the time Commerce publishes its final antidumping order forward.

Commerce suspended liquidation of Japanese OCTG imports on February 2, 1995,
the date of Commerce’s preliminary determination.™ Because Commerce made preliminary
negative determinations with respect to all OCTG imports from Argentina and Mexico,
liquidation was suspended with respect to drill pipe imports from those countries on the date
of Commerce’s final affirmative determinations on June 28, 1995

We find that the suspension of liquidation did not materiaily affect the data on which
we relied in making our negative present material injury determination with respect to these
countries. Accordingly, we conclude that we would not have made an affirmative material
injury determination but for the suspension of liguidation.

™ We have also considered the nature of the Austrian and Italian subsidies, pursuant to 19
U.S.C. § 1677(7T)E)(i) and (F)i)XI). We do not find that the effect of these subsidies (which are not
export subsidies) threaten material injury to the domestic drill pipe industry.

19 U.S.C. § 1673d(bX4)(B).
# 60 Fed. Reg. 6506 (Feb. 22, 1995).
#6 60 Fed. Reg. 33539 (June 28, 1995) and 60 Fed. Reg. 33567 (June 28, 1995), respectively.

142



CONCLUSION

In light of the foregoing, we determine that the domestic industry producing OCTG
excluding drill pipe is materially injured by reason of subsidized and LTFV imports of
OCTG excluding drill pipe from Argentina, Italy, Japan, Korea, and Mexico.® * We
determine that the domestic industry producing casing and tubing is not materially injured nor
threatened with material injury by reason of subsidized and LTFV imports of those products
from Austria or Spain.™

We also determine that the domestic industry producing drill pipe is threatened with
material injury by reason of LTFV imports of drill pipe from Argentina, Japan, and
Mexico,™ but that the domestic drill pipe industry is not materially injured nor threatened
with material injury by reason of subsidized and LTFV imports of drill pipe from Austria,
Italy, Korea, or Spain.

#  Chairman Watson finds that an industry in the United States is not materially injured or
threatened with material injury by reason of imports of casing and tubing from Argentina, Austria,
Italy, Japan, Korea, Mexico, or Spain. Commissioner Crawford finds that an industry in the United
States is not materially injured or threatened with material injury by reason of imports of casing and
tubing from Argentina, Austria, Italy, Korea, Mexico, or Spain. Additionally, Commissioner
Crawford finds that an industry in the United States is materially injured by reason of imports of
casing and tubing from Japan. See Separate and Dissenting Views of Chairman Watson and Separate
and Dissenting Views of Commissioner Crawford.

™ Vice Chairman Nuzum dissents with respect to the finding that the domestic industry producing
casing and tubing is materially injured by reason of imports of casing and tubing from Italy. See
Separate and Dissenting Views of Vice Chairman Nuzum.

*  Commissioner Newquist and Commissioner Bragg dissent with respect to the findings as to
imports of casing and tubing from Austria and Spain. See Separate and Dissenting Views of
Commissioner Newquist and Separate and Dissenting Views of Commissioner Bragg.

®  Chairman Watson and Commissioner Crawford find that the domestic drill pipe industry is
materially injured by reason of imports of drill pipe from Argentina, Japan, and Mexico. See Separate
and Dissenting Views of Chairman Watson and Separate and Dissenting Views of Commissioner
Crawforc.
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SEPARATE AND DISSENTING VIEWS OF
CHAIRMAN PETER S. WATSON

Oil Country Tubular Goods from Argentina, Austria,
Italy, Japan, Korea, Mexico, and Spain

Invs. Nos. 701-TA-363-364 and 731-TA-711-717 (Final)

Based on the record in these final investigations, I determine that the industry in the
United States producing OCTG excluding drill pipe (hereinafter referred to as “casing and
tubing”) is not materially injured nor threatened with material injury by reason of the LTFV
subject imports of casing and tubing from Argentina, Austria, Italy, Japan, Korea, Mexico,
and Spain, and by reason of subsidized imports from Austria and Italy.' I also determine
that an industry in the United States producing drill pipe is materiaily injured by reason of
LTFV imports of drill pipe from Argentina, Japan, and Mexico. With respect to like
product, domestic industries, condition of the industries, cumulation, negligibility of casing
and tubing imports from Austria and Spain, negligibility of drill pipe imports from Austria,
Italy, Korea, and Spain, I join the majority determination of my colleagues.

The Volume of Subject Imports

Although the volume of cumulated subject imports increased between 1992 and 1994,
from a *** percent share in 1992 to a *** percent share in 1994, the increase of ***
percentage points in market share is not significant when considered in the context of a
rapidly expanding market. U.S. consumption of casing and tubing increased by *** percent
between 1992 and 1994, from *** million short tons in 1992 to *** million short tons in
1994, an increase of approximately *** short tons.” By comparison, cumulated imports of
casing and tubing from Argentina, Japan, Korea, and Mexico increased by approximately ***
short tons over the same period.’ Thus, the increase in the level of cumulated subject
imports was significantly smalier than the overall increase in domestic consumption levels for
casing and tubing. Although the corresponding market shares for domestic producers
declined by quantity from a *** percent market share in 1992 to an *** percent market share
in 1994, such declines are also misleading unless they are considered in the context of the
changing market dynamics. Despite the *** percentage point decline in market share, U.S.
producers’ domestic sales and shipments increased noticeably over the same period.* For
these reasons, I do not find that the cumulated volume and market shares of subject imports
from Argentina, Japan, Korea, and Mexico, as weli as the negligible volumes and market
shares of imports from Austria, Italy, and Spain are significant.

' Whether the establishment of an industry in the U.S. is materialiy retarded by reason of the subject
imports is not an issue in these final investigations and will not be discussed further.

2 Table A-3, CR at A-10, PR at A-7.
> Table A-3, CR at A-10, PR at A-7.
* Table A-3, CR at A-11, PR at A-7.
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The Effect of ject Impo n_Domestic Pri

In evaluating the effect of LTFV and subsidized imports of casing and tubing on
domestic prices, I considered whether there has been significant price underselling by subject
imports and whether the imports depress prices to a significant degree or prevent prrce
increases that otherwise would have occurred, to a significant degree.’ Although price
appears 10 be the most important factor in the purchasing decision for OCTG,® differences in
non-price factors, including quahty, inland transportanon costs, and lead delivery times, tend
to limit the usefulness of the prlce comparison data.’ I thus considered the
underselling/overselling data in light of these differences in non-price factors. Margins of
underselling varied greatly by country and by product. Overall, subject imports oversold the
domestic like product in a majority of the cases compared by staff.’

Pricing trends reported by U.S. producers and importers of OCTG from subject
countries varied from product to product, but generally remained stable over the POL’
Although individual product prices varied over the POI, there was no clear overall pattern in
U.s. pnces I note however that U.S. producers unit sales values increased from $594 per
short ton in 1992 to $612 per short ton in 1994."

¥ 19 U.S.C. §1677(7)(C)(ii).

¢ The majority of distributors that completed purchaser questionnaires regard price as the most
important consideration. When asked to list the three most important factors in choosing a supplier for
a particular order, 18 of 33 distributors ranked price in first place while seven purchasers placed quality
in first place and 3 ranked availability first. CR at I-56, PR at I-41.

’ The majority of purchasers that completed questionnaires ranked imports from each of the 7 countries
as being at least comparable in quality to U.S.-produced OCTG. CR at 1-58, PR at 1I-42. Estimates of
inland transportation costs for the majority of producers ranged from 3 to 8 percent of the delivered price
while the majority of importers’ estimates ranged from 1 to 5 percent. CR at I-57, PR at 1I-41-42.
Reported lead times for delivery of OCTG varied widely. For domestic producers, estimated lead times
ranged from 2 days to 3 months. For importers, lead times for products maintained in U.S. inventories
ranged from 1 day to 1 week, while lead times for foreign manufacture orders ranged from 3 to 3-1/2
months for Argentina, 1-1/2 to 5 months for Mexico, 3 to 5 months for Austria and Spain, 2 to 6 months
for Italy and Korea, and 4 to 8 months for Japan. While the majority of all sales of imported OCTG from
Argentina and Mexico are made from inventories maintained in the United States, less thar half of all sales
of imports from Italy, Korea, and Japan, and no sales of imports from Austria and Spain are made from
inventories in the United States. CR at I-57-58, PR at 1[-42.

¢ The data show that prices of cumulated imports from Argentina, Japan, Korea, and Mexico were
lower than domestic prices in 54 quarters and higher in 93 quarters. Figures derived from Tables 23-
36, CR at 1-64-77, PR at 11-47-48.

® Figure 1, EC-5-080 (July 21, 1995) at 1-8.

® Figures derived from Table A-9, CR at A-17, PR at A-12. Although it is not clear whether this
increase in U.S. producers’ unit sales values is due to increasing sales prices or a shift in the product
mix to a higher priced domestic like product, in either case, the domestic industry has been able to
increase its sales revenues.
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The staff’s economic model estimates of price suppress:on by reason of cumulated
subject imports was relatively low, ranging from *** percent to *** percent. ' Based on the
above factors, I find that neither the cumulated subject imports of casing and tubing from
Argentina, Japan, Korea and Mexico, nor the negligible imports from Austria, Italy, and
Spain have had significant adverse effects on domestic prices.

Impact on the Domestic Industry

I do mnot find an adverse impact on the domestic casing and tubing industry by reason
of the cumulated subject imports, or by reason of subject imports found to be negligible.
Although the domestic industry’s operating losses were significant, there is an insufficient
causal link between the performance of the domestic industry and the subject imports.
Domestic producers’ operat:ng losses diminished from 1992 to 1994, as sales quantities and
unit sales values improved concurrently with increases in demand for casing and tubing.”
Demand for casing and tubing increased by approximately *** short tons from 1992 to 1994,
with U.S. producers capturing the majority of this increase. While U.S. producers’
operating losses are clearly s:gmﬁcant such losses have been decreasing despite the modest
increases in subject imports.” Other factors may have contributed to such losses. In

% Figures derived from EC-5-079 (July 20, 1995) at 4, In assessing the price effects of LTFV and
subsidized imports, I also considered the elasticity of demand for the domestic like product, the elasticity
of domestic supply, the substitutability between subject imports and the domestic like product, and other
competitive factors. 1 find that the domestic market for casing and tubing is only moderately price
sensitive. Although demand for casing and tubing is relatively inelastic (i.e., demand does not change
much with changes in price) and the domestic product and subject imports appear to be reasonably good
substitutes, the supply elasticity of the domestic industry is relatively high and the degree of competition
within the domestic industry appears to be significant. The domestic mini-mills appear to be a significant
pnce-restrmmng competitive factor in the domestic industry. Based on these factors, I conclude that the
mcreasmg. but insignificant, quantity of subject imports over the period examined have not had adverse
price effects on the domestic industry.

% Table A-9, CR at A-17, PR at A-12.

® The respondents indicate that between 1984 and 1992, there was a “severe depressmn in demand
for OCTG caused by low oil and gas prices. Respondents’ Joint Prehearing Brief at 1. Evidence indicates
that the annual consumption of OCTG depends on the level of drilling activity, which is determined by
a number of factors, including the price of oil and gas. Oil drilling activities in the U.S. declined from
1991 to 1992, but increased in 1993 and 1994. An increase in natural gas prices in 1993 in response to
two extremely cold winters on the East Coast encouraged this increase in drilling activity. EC-S-066 (June
20, 1995) at 11.

¥ Of this total, U.S. producers captured approximately **# short tons, while all subject imports
captured approximately *** short tons. Thus, U.S. producers captured approximately *** percent of this
increase, while subject imports captured approximately *** percent and non-subject sources captured the
remaining *** percent. Figures derived from Table A-3, CR at A-10-11, PR at A-7.

¥ The market shares of cumulated subject imports increased from *** to *** percent from 1992 to
1994, while the domestic industry experienced a significant improvement over the same period, as
indicated by the following: the number of U.S. production workers increased from 3,317 to 4,201;
domestic sales quantities improved by 27.3 percent; operating losses were reduced by approximately 50
percent; domestic hourly compensation increased from $17.70 to $18.26; U.S. producers’ domestic
shipments increased by *** percent; productivity improved from *** in 1992 to *** in 1994. Tables A-
3 and A-9, CR at A-10 and A-17, PR at A-7 and A-12.
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addition, the revenue effects on the domestic industry by reason of subject casing and tubing
was relatively minimal.” Thus, I find that there is an insufficient causal link between such
losses and the subject imports.

Imports of Casing and Tubing from Italy are Nepligible

I also find that the volume and market share of Italian imports of casing and tbing
are negligible and have no discernable adverse impact on the domestic industry. Market
share of Italian imports ranged from an insignificant figure in 1992 to a *** percent share in
1993 to a *** percent share in 1994 to a *** percent share in 1995. In addition, the record
demonstrates that the spike in the 1993 market share was caused by an isolated shipment of
OCTG which was *** due to extraordinary circumstances.™

No Threat_of Material ln'jgg by Reason of LTFV and Subsidized Imports

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and price effects of such imports if they compete with each other and the domestic
like product.” In addition, the Commission considers whether the imports are increasing at
similar rates in the same markets, whether the imports have similar margins of underselling
or pricing patterns, and the probability that imports will enter the United States at prices that
would have a depressing or suppressing effect on domestic prices of that merchandise.” 1
have determined to exercise my discretion not to cumulate any of the subject imports in these
investigations for 2 number of reasons. First, subject imports from Japan do not compete to
a large extent with subject imports from Argentina, Austria, Italy, Korea, Mexico, and
Spain.* Second, as discussed above in the pricing section, there is a noticeable lack of
uniformity of pricing trends among all the subject countries.” Third, the volume and market
penetration trends vary somewhat among the subject countries.” Fourth, the market shares
of imports from Austria, Italy, and Spain were extremely low during the period examined.*

% (...continved) ’

% There appears to be a shift in the structure of the domestic industry away from integrated producers
of OCTG (such as USX) to lower cost minimills. Respondents’ Joint Prehearing Brief at 4-6. This shift
may be contributing to the level of competition among domestic producers.

" For casing and tubing, revenue suppression by the cumulated imports ranged from *** o ***
percent. Figures derived from EC-5-079 (July 20, 1995) at 4.

¥ e Dalmine’s Pre-Hearing Brief at 4-6.

® 19 U.S.C. §1677(7)F)iv).

® See Torrington v. United States, 790 F. Supp. 1161, 1172 (Ct. Int’l Trade 1992), aff°d, 991 F.2d
809 (Fed. Cir. 1993); Metallverken Nederland B.V. v. United States, 728 F. Supp. 730, 741-42 (Ct.

Int']l Trade 1989); Asociacion Colombiana de Exportadores de Flores v, United States, 704 F. Supp.
1068, 1072 (Ct. Int’l Trade 1988).

# See Table 21, CR at I-51, PR at II-37.

2 See EC-S-080 (July 21, 1995)

# Market share for Argentina declined overall from 1992 to 1994 while market shares for imports
from Japan, Korea, and Mexico all increased over the same period. Table A-3, CR at A-10, PR at A-7.

* Table A-3, CR at A-10, PR at A-7.
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Section 771(7)(F) of the Act directs the Commission to determine whether a U.S.
industry is threatened with material injury by reason of imports “on the basis of evidence that
the threat of material injury is real and that actual injury is imminent.” The Commission is
not to make such a determination “on the basis of mere conjecture or supposition.™ The
increase in demand for OCTG casing and tubing over the PQI, and the consequently
favorable and improving performance of the domestic industry were significant factors
weighing against a finding of a threat of material injury. In addition, the record does not
indicate that subject imports have had significant adverse price effects in this market. With
these factors in mind, I considered the subject imports from each country on a non-cumulated
basis.

Regarding Argentina, although exports to the U.S. *** from 1992 to 1994, exports t0
other markets ***, and shipments to the home market ***.* In addition, end-of-period
inventory levels of U.S. importers *** while market shares of subject imports in the U.S.
market *:*.2’ Production capacity *** and capacity utilization *** in 1994 from *** percent
in 1992, :

Regarding subject imports from Austria, Italy, and Spain, the volumes and market
shares of imports from these countries were negligible over the POL.® Importers’ inventory
levels for all three countries were iow and declining.® For Austria, production and
production capacity ***, while capacity utilization rate *** in 1994.* Although Austrian
exports to the U.S. *** from 1992 to 1994, Austrian market share in the U.S. never
exceeded *** percent over the same period.” For Italy, production and production capacity
**x hetween 1992 and 1994, while the capacity utilization rate *** in 1994.® While the ***
in Italian OCTG exports to the U.S. may be significant on a percentage basis, on an absolute
basis, the volume was not significant. Although Italian market share *** of the U.S. market
during 1993, this appears to be a one-time event.* For Spain, although production and
capacity *** over the PQOI, the 1994 figures are still relatively small when compared to the
overall size of the U.S. market.” Spanish OCTG market penetration in the U.S. never
exceeded *** percent between 1992 and 1994 %

B 19 U.S.C. §1677(7)(F)(ii). An affirmative threat determination must be based upon “positive
evidence tending to show an intention to increase the levels of importation.” Metallverken Nederland
B.V. v. United States, 744 F. Supp. 281, 287 (Ct. Int’l Trade 1990), citing American Spring Wire Corp.
v. United States, 590 F. Supp. 1273, 1280 (Ct. Int’l Trade 1984), aff’d sub nom., Armco, Inc. v. United
States, 760 F.2d 249 (Fed. Cir. 1985).

* Table E-2, CR at E-3, PR at E-3.
7 Table A-3,.CR at A-10, PR at A-7.
# Table E-2, CR at E-3, PR at E-3.
® Table A-3, CR at A-10, PR at A-7.
30

End-of-period inventories of U.S. importers of Spanish OCTG were *** in 1994; Austrian OCTG
declined to *** short tons in 1994; and Italian OCTG declined to *** short tons in 1994 from *** short
tons in 1992. Table A-3, CR at A-10, PR at A-7.

# Table 14, CR at I-38, PR at 1I-30.

Table A-3, CR at A-10, PR at A-7.

Table 15, CR at 1-39, PR at [I-30.

Italian Respondent’s Post-Hearing Brief at 2-3,

Compare Table 19, CR at 141, PR at II-35 and Table A-3, CR at A-10, PR at A-7.
Table A-3, CR at A-10, PR at A-7. ‘

g B ¥ B
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Regarding subject imports from Japan, end-of-period inventories of U.S. importers,
production, and production capacity all declined over the POL.” Capacity utilization
increased to *** percent in 1994, and to *** percent during interim 1995* Although
exports to the U.S. approximately doubled over the POI, given the capacity utilization rate
and the lack of any current significant adverse price effects, imports from Japan do not pose
an imminent threat to the domestic industry.”

Regarding subject imports from Korea, production and capacity both increased
noticeably, but was relatively minor on an absolute basis.* Although exports to the U.S.
increased along with production, capacity utilization levels increased significantly, to ***
percent in 1994 from *** percent in 1992." Based on projected declines in production
capacity in 1995 and the current capacity utilization levels, it is unlikely that imports from
Korea will be able to make a significant adverse impact on the U.S. industry in the near
future.

Regarding subject imports from Mexico, production increased by approximately ***
short tons between 1992 and 1994 while production capacity declined by approximately ***
short tons between 1992 and 1994, and capacity utilization levels ***.° Exports to the U.S.
increased *** over the same period.® Despite such increases, when considered in the context
of the U.S. market which is experiencing a significant surge in demand, 1 find that the
likelihood of non-cumulated Mexican casing and tubing imports having a significantly adverse
effect on the domestic industry in the near future to be minimal,

Accordingly, for the reasons stated above, I find that the domestic OCTG casing and
tubing industry is not threatened with material injury by reason of subject imports from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain.

Material Injury by Reason of LTFV Imports of Drill Pipe from Argentina, Japan, and
exi

In making its material injury determination, the Commission is required to consider
the volume of imports, their effect on prices for the like product, and their impact on
domestic producers of the like product.* For the reasons discussed in the Views of the
Commission, 1 cumulate imports of drill pipe from Argentina and Mexico but not Japan.

¥ Tables A-3 and E4, CR at A-10, PR at A-7, and CR at E-4, PR at E-3.
* Table E4, CR at E-4, PR at E-3.

» Id.

“ Table 17, CR at 140, PR at II-30.

a m

2 Table E-6, CR at E-5, PR at E-3.

) Hd.

4

19 U.S.C. §1677(7)(B)(Q). However, such considerations may only be in the context of U.S.
production operations. The Commission may also consider such other economic factors as are relevant
to the determination, but must identify each such factor and explain its relevance to the determination.
19 U.S8.C. §1677(7)(B).
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The Volume of Subject Imports

The increase in the volume and market share of subject imports of drill pipe was
significant. Cumulated subject imports from Argentina and Mexico increased from a ***
percent share in 1992 to a *** percent share in 1994.“ Shares for Japanese imports
increased from a *** percent share in 1992 to a *** percent share in 1994.% Conversely,
domestic producers’ market share declined significantly, from a’ *** percent share in 1992 to
a *** percent share in 1994, a decline of *** percentage points.” Thus, it appears that all of
the market share gains by the cumulated subject imports from Argentina and Mexico, as well
as imports from Japan came at the expense of the domestic producers. In addition, staff’s
economic estimates of volume suppression by reason of cumulated subject imports from
Argentina and Mexico ranged from *** percent to *** percent, while volume suppression by
reason of Japanese imports of drill pipe ranged from *** percent to *** percent. For these
reasons, I find a significant volume effect by reason of the subject imports from Argentina,
Japan, and Mexico. .

Effect of Subject Imports on Domestic Prices

In evaluating price effects, I considered the elasticity of demand for the domestic like
product, the elasticity of domestic supply, the elasticity of substitution, and other competitive
factors. I find that the domestic market for drill pipe is also moderately price sensitive. As
with casing and tubing, I find the demand for drill pipe to be relatively inelastic and the
domestic product and subject imports appear to be reasonably good substitutes. In addition,
the supply elasticity of the domestic industry is relatively high and the degree of competition
within the domestic industry appears to be significant. However, in light of the significant
volumes and increases in drill pipe imports, I find that the cumulated drill pipe imports from
Argentina and Mexico, as well as the drill pipe imports from Japan have had adverse price
effects on the domestic industry. ©

&

Table A-2, CR at A-7, PR at A-7.

1d.

7 1d.

* Figures derived from EC-5-079 (July 20, 1995) at 4.

The economic estimates of price suppression caused by cummiated imports from Argentina and
Mexico ranged from *** to *** percent while comparable figures for Japanese imports ranged from ***
to »+* percent. Figures derived from EC-S-079 (July 20, 1995) at 4.

* 1 also considered the underselling/overselling data and any other evidence of price depression
and/or suppression. With respect to prices reported by U.S. producers and importers, subject imports
from Argentina and Mexico undersold the domestic like product in 2 out of ¢ instances. Table 37, CR
at I-78, PR at II-48. With respect to imports from Japan, underselling was evident in all 3 comparisons
made, Table 38, CR at I-79, PR at II-48. Thus, the cumulated subject imports from Argentina and
Mezxico appear to be overselling most often whereas the subject imports from Japan appear to be
predominantly underselling the domestic like product. In addition, domestic prices for products 12 and
13 both declined noticeably over the POl. Tables 37 and 38, CR at I-78-79, PR at 48.

3

3
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Impact on the Domestic Industry

I find an adverse impact on the domestic drill pipe industry by reason of the
cumulated subject imports from Argentina and Mexico as well as by subject imports from
Japan. Despite the significant increase in demand for drill pipe between 1992 and 1994,
U.S. drill pipe prices declined noticeably.” While the domestic producers were able to
capture some of the increase in domestic demand for drill pipe, as reflected in the increase in
their sales quantities and domestic shipments, the subject imports captured the majority of the
increased demand.® In addition, the improvement in U.S. producers’ gross profits and
operating income is attributable largely to improvements in unit COGS between 1992 and
1994.* While U.S. producers’ production and production capacity improved over the POI,
the increases were minor when considered in the context of the increasing market demand.™
In addition, revenue suppression figures were relatively high for Japan. Revenue suppression
by reason of cumulated imports from Japan ranged from *** percent to *** percent while
comparable figures for imports from Argentina and Mexico ranged from *** percent to ***
percent.® Based on the above considerations, I find an adverse impact on the domestic drill
pipe industry by reason of the cumulated subject imports from Argentina and Mexico as well
as by subject imports from Japan.

1 U.S. consumption of drill pipe increased by *** percent between 1992 and 1994, from *** short
tons in 1992 to *** short tons in 1994. Table A-2, CR at A-7, PR at A-7.

%2 Tables 37 and 38, CR at I-78-79, PR at I148.
% See Table A-2, CR at A-7, PR at A-7.

¥ Table A-7, CR at A-15, PR at A-10.

% Table A-2, CR at A-7, PR at A-7.

5%

Figures derived from EC-5-079 (July 20, 1995) at 4. While the revenue suppression figures for
cumulated imports from Argentina and Mexico are relatively modest, this was the enly factor weighing
against an affirmative determination on cumulated imports of drill pipe from Argentina and Mexico.
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SEPARATE AND DISSENTING VIEWS OF
VICE CHAIRMAN JANET A. NUZUM

Investigations Nos. 701-TA-363-364
and 731-TA-711-717 (Final)

I join the majority of my colleagues in most of these determinations. This opinion
presents my separate views on the lack of present injury to domestic drill pipe producers by
reason of drill pipe imports from Argentina, Japan and Mexico.

I disagree with the majority of my colleagues in two cases, instead making negative
determinations with respect to both the antidumping and the countervailing duty investigations

of imports of casing and tubing from Italy. This opinion also presents my dissenting views
with respect to those findings.

I Separate views on imports of drill pipe from Argentina, Mexico and Japan: present
injury analysis, ’

Based on the record in these final investigations, 1 find that the U. S. industry
producing drill pipe is not materially injured by reason of subject imports from Argentina,
Japan and Mexico. As explained in the Views of the Commission, I did not cumulate the
subject imports from Japan with the subject imports from Argentina and Mexico, but did
cumulate imports from the latter two countries with each other.

Imports of drill pipe from Japan increased between 1992 and 1994, and between
January-March 1994 and January-March 1995, in terms of both volume and market share.'
These increases reflect both the low initial level of drill pipe imports in 1992 and the
fluctuating, but generaliy increasing, level of drill pipe consumption in the United States over
this period of time.?

Similarly, the volume of drill pipe imports from Argentina and Mexico *** between
1992 and 1994. These imports then *** between January-March 1994 and January-March
1995. This trend, although differing in magnitude, was in accord with the trend in apparent
U.S. consumption of drill pipe over this period.’

On balance, I find that increases in imports of drill pipe from Japan, as well as from
Argentina and Mexico, reflect increased consumption during the period examined. In the
finat full year examined -- 1994 -- both the cumulated imports and the imports from Japan
increased as domestic shipments declined. Although this factor did not ultimately lead to me
conclude that the domestic industry is experiencing present material injury by reason of the
subject imports, it did contribute to my affirmative threat determinations.

' Imports of drill pipe from Japan increased from *** tons in 1992 to *** tons in 1994, and from
*¥* tons to *** tons in the interim periods. Although the market share held by drill pipe from Japan
also increased between 1992 and 1994 and between interim periods, 1 note that the share held in
Janvary-March 1995 was virtually identical to that held in 1992. Table A-2, CR at A-7, PR at A-7.

' .

* Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Argentina and Mexico increased
from *** short tons in 1992 to *** short tons in 1994, but fell from *** short tons to *** short tons
between the interim periods. Similar trends --increases from low levels between 1992 and 1994,
followed by noticeable declines between the interim periods -- were apparent in the value of drill pipe

imports from Argentina and Mexico and in the market share (by volume and by value) held by these
imports.
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U.S. prices for drill pipe declined during the period examined.® Available data
indicate that prices of Argentine and Mexlcan drill pipe also declined, but consistently
oversold comparable domestic products.’ Limited observatlons of Japanese drill pipe prices
showed no particular trend, and small margins of underselling. Cost data for the domestlc
industry reveal that costs of production for drill pipe declined overall during 1992-94.
Indeed, costs of goods sold as a percent of revenues declined in 1993 and were stable in
1994, It is unclear, therefore, that competition from either Japanese drill pipe or Argentine
and Mexican drill pipe was a significant factor in the observed price declines. The record,
therefore, does not support a conclusion of either significant underselling or significant price
suppression/depression for either imports from Japan or the cumulated imports from
Argentina and Mexico.

Despite the volumes and increases in volumes of the subject imports, 1 conclude that
the domestic industry producing drill pipe is not experiencing present material injury by
reason of the subject imports. As discussed in the Views of the Commission, the ﬁnanc:al
and operating performance of the domestic drill pipe industry are currently favorable.®
However, increases in the volume of subject imports, the decline in domestic shipments
experienced in 1994,” and the erosion of domestic market share are indications of the
vulnerability of this industry to continued increases in LTFV imports from Argentina, Japan
and Mexico.

. Dissenting views on imports of casing and tubing from Italy: application of
negligible imports exception to cumulation.

The application of the negligible imports exception to cumulation begins with an

. analysis of the volume of imports being examined. The volume of U.S. imports of Italian
casing and tubing increased from a minuscule base from 1992 to 1993." but then declined
substantially in 1994." These imports virtually disappeared from the market in interim 1995,
with the imposition of preliminary bonding requirements.” Italian market share by volume

Tables 37 and 38, CR at I-78, PR at 1]-48.
 Table 37, CR at I-78, PR at 1148.

¢ Table 38, CR at I-79, PR at 11-48.

7 See Table A-7, CR at A-16, PR at A-10.

Operating income increased by 58.8 percent between 1992 and 1994 and by 14.7 percent
between interim 1994 and 1995. Table A-7, PR at A-10; CR at A-15.

? The quantity of domestic sales declined by 12.8 percent between 1993 and 1994 and by 23.0
percent between the interim periods. Table A-7, PR at-A-10; CR at A-15.

' Contributing to this increase in imports of casing and tubing from ltaly in 1993 was ***

Prehearing brief of Italian respondents at 4-5. This would appear to be an usual circumstance that did
not reflect normal marketing of Italian casing and tubing in the U.S. market.

"' These imports totalled only *** tons in 1992, but jumped to *** tons in 1993. The volume of
Italian casing tubing then fell nearly *** to *** tons in 1994. Table A-3, CR at A-10, PR at A-7,
I See Table A-3, CR at A-10, PR at A-7. See also CR at I-3, PR at 1I-3 (Commerce’s

preliminary countervailing duty determination for Italy issued on Dec. 2, 1994, and the preliminary
LTFV determination for Italy issued on Feb. 2, 1995).
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also irlxscreased in 1993, although it remained small, and declined to less than *** percent in
1994.

The degree of competition between Italian and domestic product appears to be
attenuated by channels of distribution The record indicates that the imports from Italy are
concentrated in larger diameters.” Distributors that handle the bulk of unports from Italy
appear to have limited access to domestic product of similar dimensions.'

I have closely examined the pricing data for Italy for evidence of any significant
adverse impact on the domestic industry. I note that the underselling observed was for
products with relatively small volumes of U.S. sales, whereas the overselling was for
products with relatwely large volumes of U.S. sales.” This suggests that underselling by
Italy had a relatively minor competitive impact on prices for the like product Although the
record contains isolated instances of underselling and price competition,” any impact on
domestic prices of the low volume of imports from Italy would necessarily be small. On
balance, the evidence does not persuade me that imports of casing and tubing from Italy had
a discernible adverse effect on domestic prices for the like product.

Based on the consistently small market share of imports from Italy which declined in
the most recent full year examined, and lack of convincing evidence of an adverse price
effect, I find that imports of casing and tubing from Italy were negligible and had no
discernible adverse impact on the domestic industry. 1 therefore decline to cumulate the
imports of casing and tubing from Italy with the imports from other subject countries.

Having decided not to cumulate, I now turn to an analysis of the impact of the
imports of casmg and tubing from Italy on the domestic industry. Based on their cons1stently
low quantities” and market share,” I find that the volume of imports of Italian casing and

tubing was not significant. As I observed above, ltalian casing and tubing” appears to have
had no adverse impact on prices for the like product, notwithstanding the underselling. 1
therefore conclude that the underseliing was not significant, and that Italian prices did not
significantly depress or suppress domestic prices.

Although I find that the cumulated subject imports are causing material injury to the
domestic producers of casing and tubing, I do not find that imports from Italy, considered
alone, have any such injurious impact. The performance of the domestic industry, although
poor, was not affected to any significant degree by imports of Italian casing and tubing.

3 Ytalian market share was *** in 1992, then increased to *** in 1993. The volume of Italian
casing tubing declined in 1994 at a significantly greater rate than did apparent consumption. Italian
market share in 1994 was therefore only ***. Table A-3, CR at A-10, PR at A-7.

¥ 1t is true that imports from Italy were neither isolated not sporadic. See CR at I-50, PR at II-
37; CR at 1-52, PR at ]I-38.

¥ Table 21, CR at I-51, PR at 1]-37.
¥ Prehearing brief of Italian respondents at 11-13.

7 Compare tables 23 and 36 (consistent underselling, products la and 11ia) with table 35

(consistent overselling, product 10). See also tables 25 and 32 (mixed underselling/overselling,
products 3a and 7a).

Some of the underselling is attributed to the *** See Prehearing brief of Italian respondents
at 20.

* See CR at 1-93-96, PR at [1-51-55. [ note that these lost sales/revenue allegations were not
spec,lﬁcally confirmed, although the purchases indicated that they likely were valid.
See supra n.1l.
See supra n.13.
# See tables 39, 40, 44, 46. §

2

o table 45.
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1 also conclude that the domestic industry is not threatened with material injury by
reason of imports of casing and tubing from Italy. The volume of imports has been
insignificant, and declined in the most recent full year examined.® Although exports to the
United States may well increase somewhat with the imposition of antidumping and
countervailing duties on other imported casing and tubing, it would be speculative to presume
that the traditionally small volumes of Italian casing and tubing will imminently rise to
injurious levels.

The imports likewise did not depress or suppress, to a significant degree, prices for
the domestic product. The record provides no basis for concluding that future price effects
of Italian casing and tubing will likely have such a price depressing or suppressing effect,
even at somewhat increased volumes,

Italian capacity to produce casing and tubing has declined in recent years, and
capacity utilization increased slightly.” The United States was a relatively minor market for
Italian casing and tubing in 1994. Again, excess capacity may be utilized in increased
production for the U.S. market, but it would be speculative to conclude that imports will rise
to injurious levels. Importers’ inventories of kalian OCTG were very low.™

In sum, I find that the imports of casing and tubing from Italy were of such minor
volume and impact on domestic prices and revenues, that the domestic industry producing
casing and tubing is neither materially injured nor threatened with material injury by reason
of subject imports from Italy.

2 See supra n.ll.

? Information on the Italian industry producing casing and tubing is presented in table 15, CR at I-
39, PR at II-30. These data do not break out drill pipe, which was a tiny portion of Italian OCTG

exports. Compare data on imports from Italy in table A-2 (drill pipe only) with table A-3 (other
OCTG). CR at A-7 and A-10, PR at A-7.

* Table 12, CR at 1-36, PR at II-28.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER DON E. NEWQUIST

I concur with my colleagues that the domestic industry producing casing and tubing is
currently experiencing material injury by reason of imports of this product which are
subsidized and/or sold in this country at less than fair value, but, unlike the majority of my
colleagues, I have reached my affirmative determinations by cumulating imports from all
subject countries.

Similarly, while I concur with my colieagues that the domestic industry producing
drill pipe is threatened with material injury by reason of subject imports, unlike my
colleagues, I reach that determination by cumulating imports from Argentina, Japan and
Mexico. Therefore, since my analytical framework differs significantly from that of my
colleagues and causes me to reach different cumulation determinations, I present separate
views on this issue.

I. CUMULATION
A. Legal Framework

. The statute requires that I cumulatively assess the subject imports if: (i) there is
competition between the subject imports themselves and the domestic like product;' and (ji)
no one country’s imports are negligible and without discernible adverse impact on the
domestic industry.’

As I explained in the Flat-Rolled Carbon Steel investigations,’ I view this language to
require scrutiny of primarily geographic and temporal competition between the subject
imports and the domestic like products; assessing competition on the basis of the
substitutability of these products is a lesser consideration. Nowhere does the cumulation
provision state that competition is a function of interchangeability based upon the imported

! 19 U.8.C. § 167H(N(CYiv)T). In addition, I need find only a "reasonable overiap” of
competition. Fundicao Tupy, S.A_ v. United States, 678 F. Supp. 898, 902 (Ct. Int’] Trade 1988},
aff'd, 859 F.2d 915 (Fed. Cir. 1988).

! 19 U.S.C. § 1677(NC)(V).
*  USITC Pub. 2616 {August 1993).

‘ My interpretation of this language also reflects my interpretation of the Commission’s
traditiopal four factor "competition for cumulation” test. This four factor test has generally been
articulated as follows:

(1) the degree of fungibility between the imports from different countries and between
imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions;

(2) the presence of sales or offers to sell in the same geographic markets of imports
from different countries and the domestic like product;

(3) the existence of common or similar channels of distribution for imports from
different countries and the domestic like product; and

(4) whether the imports are simultaneously present in the market.

See, e.g., Certain Cast fron Pipe Fittings from Brazil, Korea. and Taiwan, Invs. Nos, 731-TA-278-

280 (Final), USITC Pub. 1845 (May 1986), aff’d, Fundicac Tupy. S.A. v. United States, 678 F.
"Supp. 898, 902 (Ct. Int’] Trade 1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988).
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and domestic products’ characteristics and uses. Such competition is appropriately addressed
in the like product analysis.’

In my view, once a like product determination is made, that determination establishes
some inherent level of fungibility within that like product. Only in exceptional circumstances
could I anticipate finding products to be "like,” and then turn around and find that, for
purposes of cumulation, there is no reasonable overlap of competition based upon some
roving standard of fungibility.

In these final investigations, I concur with the majority analysis finding that a
reasonable overlap of competition exists between imports of casing and tubing from
Argentina, Italy, Japan, Korea, and Mexico and the domestic like product. However, unlike
my colleagues, I do not find that imports from Austria and Spain are negligible and without
discernible adverse effects within the meaning of the statute.’ For the reasons stated above, I
also disagree with my colleagues’ finding that imports of drill pipe from Japan do not
compete on the basis of a lack of a sufficient degree of fungibility between subject imports
and the domestic like product. I address each of these points separately below.

B. Casing and Tubin

1. Austria

a. Reaspnable Overlap of Competition

I find that there is a reasonable overlap of competition between imports from Austria,
the subject imports, and the domestic like product. Austrian OCTG was imported into the
U.S. in every full year of the period of investigation, and was concentrated in the same
geographic regions as domestic OCTG and imports from the other subject countries.’

b. Negligibility

I decline to find Austrian imports of OCTG to be negligible. Imports of OCTG from
Austria surged from *** short tons in 1992 to *** short tons in 1993, before dropping
slightly to *** short tons in 1994.® By quantity, Austrian OCTG accounted for *** of
domestic consumption in 1992, *** in 1993, and *** in 1994’ In interim 1994, the
Austrian share of domestic consumption stood at ***. These levels of import penetration
correspond to similar levels which I have previously found not to be negligible in
investigations involving related products."

5 See 19 U.S.C. § 1677(10).

¢ 1 note that the dumped imports of casing and tubing from Austria and Italy are precisely those
covered by the countervailing duty investigation. Accordingly, cross-cumulation, which our reviewing
court has held to be mandated by the statute, is not an issue in these investigations. See Bingham &
Taylor v. United States, 673 F. Supp. 793 (Ct. Int'l Trade 1986), aff’d, 815 F.2d 1482 (Fed. Cir.
1987).

? PR at II-37 and II-38; CR at I-50 and I-52.
Table A-3, PR at A-7; CR at A-10.
I
* 14

Certain Carbon Steel Butt-Weld Pipe Fittings, USITC Pub. 2870 (April 1995); See also,
Certain Flat-Rolled Carbon Steel Products, USITC Pub. 2664 (August 1993).
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Based on the foregoing, 1 find it appropriate to cumulate imports from Austria.
2. Spain
a. Reasonable Overlap of Competition

I find that there is a reasonable overlap of competition between imports from Spain,
the subject imports, and the domestic like product. Spanish OCTG was imported into the
U.S. in every year of the period of investigation, and was concentrated in the same
geographic regions as domestically-produced OCTG and imports from the other subject
countries."

b. Negligibilit

I decline to find imports of OCTG from Spain to be negligible. Imports of OCTG
from Spain increased dramatically from *** short tons in 1992 to *** short tons in 1993,
before dropping slightly to *** short tons in 1994."” By quantity, Spanish OCTG accounted
for *** of domestic consumption in 1992, *** in 1993 and 1994, and increased its share of
the market during the interim 1994-95 period.” These levels of import penetration
correspond to similar levels which I have previously found not to be negligible in
investigations involving related products."

Based on the foregoing, I find it appropriate to cumulate imports from Spain.

C. Drill Pipe

I concur with my colleagues” finding that imports of drill pipe from Austria, Italy,
Korea and Spain are negligible. I also concur with my colleagues’ determination that drill
pipe imports from Argentina, Japan and Mexico were all simultaneously present and sold in
the same geographic markets within the United States, and find that imports from those three
countries are not negligible and without discernible adverse effect.'

However, based on my analytical framework as set forth above, I disagree with my
colleagues’ finding that a lack of sufficient fungibility precludes cumulation of Japanese
imports. In these investigations the Commission’s like product determination established an
inherent level of fungibility between the Japanese product, other subject imports, and the
domestic like product. In fact, the Commission carefully considered the relative distinctions
between heavy-weight drill pipe ("HWDP") and standard-weight drill pipe ("SWDP") in its
like product determination and concluded that such distinctions were not sufficient to warrant
a separate like product finding. See supra notes 29-32 and accompanying text. I therefore

2 PR at II-37 and 1I-38; CR at I-50 and 1-52.

B Table A-3, PR at A-7; CR at A-10.

R (< B

Certain Carbon Steel Buti-Weld Pipe Fittings, USITC Pub. 2870 (April 1995); See also,
Certain Flat-Rolled Carbon Steel Products, USITC Pub. 2664 (August 1993).

“  Imports of drill pipe from Japan increased by *** in terms of quantity from 1992 to 1994,
and Japanese imports accounted for an increasing portion of domestic consumption between 1992 and
1994, reaching *** market share in 1994. Table A-2, PR at A-7; CR at A-7. Such import
penetration levels preclude me from considering Japanese imports to be negligible.
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fail to comprehend how, for purposes of cumulation, my colleagues reached the exact
opposite conclusion regarding the same distinctions between HWDP and SWDP.

Based on the inherent fungibility of Japanese imports with the domestic like product
and other subject imports, and in light of the fact that Japanese imports simultaneously
competed in the same geographic markets with the domestic like product and with Argentine
and Mexican imports, I conclude that a reasonable overlap of competition exists to warrant
cumulation of Japanese imports with Argentine and Mexican imports.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER CAROL T. CRAWFORD

I concur for the most part with my colieagues in the majority regarding discussion of
like product, domestic industries, condition of the industries, negligibility of casing and
tubing imports from Austria and Spain, and cumulation of drill pipe imports. Certain
differences are noted in the majority opinion. My analytical framework and full separate and
dissenting views and my views on like product, cumulation, and injury are presented here.

I MMARY

Two Like Products. I concur with the majority that there are two like products,
consisting of casing and tubing, and of drill pipe.

Casing and Tybing. I cumulate subject imports from Argentina, Korea, and Mexico,
but do not cumulate subject imports from Japan. 1 find subject imports from Austria, Italy,
and Spain to be negligible.

On the basis of information obtained in these final investigations, I determine that an
industry in the United States is materially injured by reason of imports of casing and tubing
from Japan found by the Department of Commerce (*DOC”) to be sold at less-than-fair-
value (“LTFV"). I further determine that an industry in the United States is not materiaily
injured or threatened with material injury by reason of imports casing and tubing from
Argentina, Austria, Italy, Korea, Mexico, or Spain that are subsidized or sold at LTFV.

Drill Pipe. I concur with the majority and cumulate subject imports from Argentina
and Mexico, but do not cumulate subject imports from Japan. Because there were no subject
imports of drill pipe in 1994 from Austria, Italy, Korea, or Spain, I make a negative
determination regarding these countries.

On the basis of information obtained in these final investigations, I determine that an
industry in the United States is materially injured by reason of imports of drill pipe from
Argentina, Japan and Mexico sold at LTFV. 1 further determine that an industry in the
United States is not materially injured or threatened with material injury by reason of
imports of drill pipe from Austria, Italy, Korea, or Spain that are subsidized or sold at

LTFV.
1L ANALYTICAL FRAMEWORK

In determining whether a domestic industry is materially injured by reason of the
subsidized or LTFV imports, the statute directs the Commission to consider:

@ the volume of imports of the merchandlse which is the subject of the
investigation,

an the effect of imports of that merchandise on prices in the United States for
like products, and
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(1)  the impact of imports of such merchandise on domestic producers of like
products, but only in the context of production operations within the United
States . . . .

In making its determination, the Commission may consider “such other economic
factors as are relevant to the determination.”™ In addition, the Commission “shall evaluate all
relevant economic factors which have a bearing on the state of the industry ... within the
context ofsthe business cycle and conditions of competition that are distinctive to the affected
industry.”™ '

The statute directs that we determine whether there is "material injury by reason of
the dumped or subsidized imports.” Thus we are called upon to evaluate the effect of
dumped or subsidized imports on the domestic industry and determine if they are causing
material injury. There may be, and often are, other "factors” that are causing injury. These
factors may even be causing greater injury than the dumping or the subsidies. However, the
statute does not require us to weigh or prioritize the factors that are independently causing
material injury to the domestic industry. Rather, the Commission must determine whether
any injury “by reason of” the dumped or subsidized imports is material. That is, the
Commission must determine if the subject imports are causing material injury to the domestic
industry. “When determining the effects of imports on the domestic industry, the

Commission must consider all relevant factors that can demonstrate if unfairly traded imports
materially injurin, mestic ind .7 1t is important, therefore, to assess the

effects of the dumped or subsidized imports in a way that distinguishes those effects from the
effects of other factors unrelated to the dumping or subsidies. To do this, | compare the
current condition of the industry to the industry conditions that would have existed without
the dumping or subsidies, that is, had subject imports all been fairly priced. I then determine
whether the change in conditions constitutes material injury. The Court of International
Trade has held that the “statutory language fits very well” with my mode of analysis.’

In my analysis of material injury, I evaluate the effects of the dumping or subsidies
on domestic prices, domestic sales, and domestic revenues. To evaluate the effects of the
dumping or subsidies on domestic prices, I compare domestic prices that existed when the
imports were dumped or subsidized with what domestic prices would have been if the _
imports had been priced fairly. Similarly, to evaluate the effects of dumping or subsidies on
the quantity of domestic sales,’ I compare the level of domestic sales that existed when
imports were dumped or subsidized with what domestic sales would have been if the imports
had been priced fairly. The combined price and quantity effects translate into an overall
domestic revenue impact. Understanding the impact on the domestic industry’s prices, sales
and overall revenues is critical to determining the state of the industry, because the impact on
other industry indicators (e.g., employment, wages, etc.) is derived from the impact on the
domestic industry’s prices, sales, and revenues.

19 U.S.C. § 1677(7XBXD).

19 U.S.C. § 1677(7XB)ii).

19 U.S.C. § 1677(7XB)(iii).

S. Rep. No. 71, 100th Cong., 1st Sess. 116 (1987)(emphasis added).

U.S. Steel Group v, United States, 873 F.Supp. 673, 695 (Ct. Int’] Trade 1994), appeal
docketed, No. 95-1245 (Fed. Cir. March 22, 1995).

¢ In examining the quantity sold, I take into account sales from both existing inventory and new
production.

a W N =

5
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I then determine whether the price, sales and revenue effects of the dumping or
subsidies, either separately or together, demonstrate that the domestic industry would have
been materially better off if the imports had been priced fairly. If so, the domestic industry
is materially injured by reason of the dumped or subsidized imports.

I CONDITIONS OF COMPETITION IN THE CASING AND TUBING
MARKET

To understand how an industry is affected by unfair imports, we must examine the
conditions of competition in the domestic market. The conditions of competition constitute
the commercial environment in which the domestic industry competes with unfair imports,

. and thus form the foundation for a realistic assessment of the effects of the dumping or
subsidies. This environment includes demand conditions, substitutability among and between
products from different sources, and supply conditions in the market.

A.  Demand Conditions

An analysis of demand conditions tells us what options are available to purchasers,
and how they are likely to respond to changes in market conditions, for example an increase
in the general level of prices in the market. Purchasers generally seek to avoid price
increases, but their ability to do so varies with conditions in the market. The willingness of
purchasers to pay a higher price will depend on the importance of the product to them (e.g.,
how large a cost factor) and whether they have options that allow them to avoid the price
increase, for example by switching to alternative products. An analysis of these demand-
side factors tells us whether demand for the product is elastic or inelastic, that is, whether
purchasers will reduce the quantity of their purchases if the price of the product increases.
For the reasons discussed below, I find that the domestic elasticity of demand for casing and
tubing is somewhat low,

Cost Factor. The first factor that measures the willingness of purchasers to pay
higher prices is the importance of the product to purchasers. If the product is an input, its
importance will depend on the significance of the product’s cost relative to the total cost of
the downstream products in which it is used. When the price of an input is a small portion
of the total product cost, changes in the price of the input are less likely to alter demand for
the downstream product and, by extension, the demand for the input.

The majority of purchasers reported that the cost of all OCTG, including drill pipe,
as a share of the total cost of an oil or gas rig is generally in the 15 to 35 percent range.
Excluding dril! pipe, the cost share of casing and tubing would be smaller. This suggests
that small changes in the price of casing and tubing would have only a moderate effect on the
overall cost of the rig, or the amount of drifling activity in the United States.’

Alternative Products. A second important factor in determining whether purchasers
wouid be willing to pay higher prices is the availability of viable alternative products. Often
“purchasers can avoid a price increase by switching to alternative products. If such an option
exists, it can impose discipline on producer efforts to increase prices.

! EC-S-079 at 12.
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In these investigations the record demonstrates that some substitution is possible.’
Several substitute products were identified, including line pipe, refurbished tubing, and
fiberglass tubing.” Thus purchasers could have increased their consumption of these products
somewhat if subject imports had been priced fairly.

: Taking into consideration both the small to moderate cost factor in downstream
products and purchasers’ limited options to use alternative products, I find that the elasticity
of demand for casing and tubing is somewhat low. That is, purchasers will not reduce
significantly the amount of casing and tubing they buy if faced with a general increase in the
price of casing and tubing.

B. Substitutability

Simply put, substitutability measures the similarity or dissimilarity of products from
the purchaser’s perspective. Substitutability depends upon 1} the extent of product
differentiation, measured by product attributes such as physical characteristics, suitability for
intended use, quality, etc.; 2) differences in other non-price considerations such as reliability
of delivery, technical support, and lead times; and 3) differences in terms and conditions of
sale. Products are close substitutes and have high substitutability if product attributes, other
non-price considerations and terms and conditions of sale are similar,

While price is nearly always important in purchasing decisions, non-price factors that
differentiate products determine the value that purchasers receive for the price they pay. If
products are close substitutes, their value to purchasers is similar, and thus purchasers will
respond more readily to relative price changes. On the other hand, if products are not close
substitutes, relative price changes are less important and are therefore less likely to induce
purchasers to switch from one source to another.

Because demand for casing and tubing is relatively inelastic, overall purchases will
not decline significantly if casing and tubing prices increase. However, purchasers will seek
other sources of casing and tubing to avoid price increases. In other words, while overall
demand for casing and tubing will remain relatively constant, the demand for casing and
tubing from different sources will decrease or increase depending on their relative prices and
the substitutability of casing and tubing from different sources. If casing and tubing from
different sources are substitutable, purchasers are more likely to shift sources when the price
from one source (e.g., subject imports) increases. The magnitude of this shift in demand is
determined by the degree of substitutability among the sources.

Purchasers in these investigations have three primary sources of casing and tubing:
domestically-produced casing and tubing, subject imports, and nonsubject imports.
Purchasers are more or less likely to switch from any one of these sources to another as
relative price levels change depending on the similarity, or substitutability, between and
among them.

In these investigations, I have cumulated subject imports of casing and tubing from
Argentina, Korea, and Mexico, but not subject imports of casing and tubing from Japan.”
Subject imports from Japan, which are a high-end product, are somewhat good substitutes for

' Seven-of-eleven producers, four-of-twenty-four importers and thisteen-of-forty-one purchasers

stated that some substitution of other products for OCTG is possible. Most of the questionnaire

respondents stated that changes in the prices of these substitute products have not affected the demand
for OCTG. See EC-5-079 at 11 and 12,

* EC-S-079 at 11.
® I do not cumulate subject imports from Austria, Italy or Spain as I find them to be negligible.
See my discussion of cumulation in the majority opinion.
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the domestic like product. The domestic like product competes in all product areas where
Japanese imports have a presence.” Nonsubject imports are not good substitutes for subject
imports from Japan. Import and unit value data suggest limited competition between the
high-end Japanese products and nonsubject imports.'

Subject imports of casing and tubing from Argentina and Mexico and the domestic
like product are somewhat good substitutes, while subject imports of casing and tubing from
Korea are relatively moderate substitutes for the domestic like product. The domestic like
product competes in all product areas where these cumulated subject imports have a presence,
although most subject imports from Korea are concentrated in one product area."

Nonsubject imports are good substitutes for cumulated subject imports from Argentina, Korea
and Mexico and the domestic like product.™

C. Suppl nditions

Supply conditions in the market are a third condition of competition. Supply
conditions determine how producers would respond to an increase in demand for their
product, and also affect whether producers are able to institute price increases and make them
stick. Supply conditions include producers’ capacity utilization, their ability to increase their
capacity readily, the availability of inventories and products for export markets, production
alternatives and the level of competition in the market.

The level of competition in the domestic market has a critical effect on producer
responses to demand increases, A competitive market is one with a number of suppliers,
able to produce sufficient amounts of a product to meet purchaser demand. Capacity
utilization rates are also key. Unused capacity can exercise discipline on prices, if there is a
competitive market, as no individual producer could make a price increase stick.

aci ilization Inventories. In 1994, average-of-period capacity utilization
for the domestic casing and tubing industry was *** percent. Available production capacity
far exceeded the total quantity of either subject imports from Japan or cumulated subject
imports from Argentina, Korea, and Mexico. The domestic casing and tubing industry also
had sizeable inventories available at the end of 1994. Moreover, the domestic industry had
significant export sales in 1994 that could have been diverted to the U.S. market.” Thus the
domestic industry had available capacity, inventories and export sales that would have
allowed it to fill the demand supplied by either subject imports from Japan or cumulated
subject imports from Argentina, Korea, and Mexico.

Level of Competition. The domestic casing and tubing market is highly competitive.
There are multiple domestic producers of casing and tubing with industry-wide unused

n

Table 21, CR at I-51; PR at [I-37. See also EC-5-079 at 25-28.
Table A-3, CR at A-10 and A-11; PR at A-7. See also EC-S-079 at 25-28.
Table 21, CR at }-51; PR at I1-37. Table A-3, CR at A-10 and A-11; PR at A-7.

Table A-3, CR at A-10 and A-11; PR at A-7. I note that nonsubject imports consist in part of
fairly traded imports from Korea. Hyundai Pipe, the *** Korean casing and tubing exporter, was
found by the DOC to be trading fairly. These imports are very good substitutes for subject imports
from Korea,

¥ Table A-3, CR at A-10 to A-11; PR at A-7.
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capaclty In addition, nonsubject imports have had a s1gmﬁcant and increasing presence in
the casing and tubing market over the period of investigation.'

Finally, as I discuss further below, because of the very low margin for subject
imports from Argentina, it is likely that most if not all of them would still have entered the
U.S. market if they had been fairly priced. The record thus indicates that there is significant
competition in the domestic market for casing and tubing, and there would have been
significant competition in the domestic market among domestic producers, nonsubject
imports, and subject imports from Argentina, even if subject imports from Japan or
cumulated subject imports from Argentina, Korea, and Mexico had been fairly priced.

Iv. CONSIDERATION OF MATERIAL INJURY TO THE DOMESTIC CASING AND
TUBING INDUSTRY

The statute requires us to consider the volume of subsidized or LTFV imports, their
effect on domestic prices, and their impact on the domestic industry. 1 consider each
requirement in turn.

A, Volume of Subject Imports

The volume and share of subject imports of casing and tubing are discussed below.
It is clear that the larger the volume of subject imports, the larger the effect they will have
on the domestic industry. However, a determination of whether the volume of imports is
significant cannot be made in a vacuum, but must be evaluated in the context of the price and
impact effects of these imports. Due to differing conditions, I find that the volume of subject
imports of casing and tubing from Japan is significant, and the volume of cumulated subject
imports of casing and tubing from Argentina, Korea, and Mexico is not significant.

1. Japan

Subject imports of casing and tubing from Japan increased from *** short tons in
1992 to *** short tons in 1994. Japanese market share by quantity increased from ***
percent to *** percent during the same period. By value, subject imports of casing and
tubing from Japan increased from *** in 1992 to *** in 1994. Japanese market share by
value increased from *** percent to *** percent during the same period.”

2. Argentina, Korea, and Mexico

Cumulated subject imports from Argentina, Korea, and Mexico increased from ***
short tons in 1992 to *** short tons in 1994; market share increased from *** to ***
percent, by quantity, during the same period. By value, cumulated subject imports from
Argentina, Korea, and Mexico increased from *** in 1992 to *** in 1994; market share by
value increased from *** to *** percent during the same period."”

Table A-3, CR at A-10; PR at A-7.
7 Table A-3, CR at A-10; PR at A-7.
¥ Table A-3, CR at A-10; PR at A-7.
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B. Effect of Subject Imports on Domestic Casing and Tubing Prices"

To determine the effect of subject imports on domestic prices I examine whether the
domestic industry could have increased its prices if the subject imports had not been dumped.
As discussed above, both demand and supply conditions in the casing and tubing market are
relevant, Examining demand conditions helps us understand whether purchasers would have
been willing to pay higher prices for the domestic product, or buy more or less of it, if
subject imports had been sold at fairly traded prices. Examining supply conditions helps us
understand whether available capacity and competition in the market would have imposed
discipline and prevented price increases for the domestic product, even if subject imports had
not been unfairly priced. '

In most cases if the subject imports of casing and tubing had not been dumped, their
prices in the U.S. market would have increased significantly. Thus if subject imports from
Japan or cumulated subject imports from Argentina, Korea, and Mexico had been fairly
priced, the Korean and Mexican subject imports would have become much more expensive
relative to domestic casing and tubing and nonsubject imports. If the casing and tubing from
the different sources are substitutable, purchasers would have shifted towards the relatively
less expensive products.

1. . Japan

In these investigations, the dumping margin for Japanese subject imports of casing
and tubing is 44.2 percent. Thus, prices for subject imports from Japan would have risen by
a significant amount had they been priced fairly. As discussed above, nonsubject imports are
not good substitutes for Japanese subject imports. Therefore, had Japanese subject imports
been fairly priced, a substantial portion, if not all, of the demand for subject imports from
Japan would have shifted to the domestic products.

However, notwithstanding the somewhat low elasticity of demand for casing and
tubing, any attempt by the domestic industry to increase its prices would have been
unsuccessful. There is sigrificant competition among casing and tubing suppliers in the U.S.
market and domestic supply elasticity is high. In these circumstances, any effort by a
domestic supplier to raise its prices would have been beaten back by competitors. Therefore,
significant effects on domestic prices cannot be attributed to the unfair pricing of subject
imports from Japan. Consequently, I find that subject imports from Japan are not having
significant effects on prices for domestic casing and tubing.

2. Argentina, Korea, and Mexico

In these investigations, the magnitude of the changes in relative price levels if subject
imports had been fairly priced would have been different depending on the margins of the
individual countries. The margins for subject imports of casing and tubing from Argentina,
Korea, and Mexico are 1.36, 12.17, and 23.79 percent, respectively. Prices of subject
imports from Mexico likely would have risen substantially, with smaller increases in the
prices of Korean and Argentine subject imports, had they been fairly priced. As discussed
above, subject and nonsubject imports are good substitutes. The shift in demand from

® As I discussed in the cumulation section of the majority opinion, the supply and demand
characteristics of the domestic casing and tubing market indicate that it is not price sensitive to the
small quantities of imports from either Austria, Raly, or Spain. Consequently, I do not find that
subject imports of casing and tubing from Austria, Italy, or Spain have significant price effects.
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subject imports would be split between the domestic product and nonsubject imports. Some
of the purchasers that were unwilling to pay a higher price for subject imports from Mexico
and Korea would have switched to the relatively less expensive domestic product, while
others would have switched to the relatively less expensive nonsubject imports or possibly to
the slightly more expensive Argentine subject imports.” Accordingly, the overall increase in
demand for domestic casing and tubing would have been small.

Notwithstanding the somewhat low elasticity of demand for casing and tubing, any
attempt by the domestic industry to increase its prices would have been unsuccessful. There
is significant competition among casing and tubing suppliers and *** excess production
capacity in the U.S. market. Domestic producers compete among themselves as well as with
nonsubject imports. The significant amount of subject imports that would have continued to
enter the U.S. market at fairly traded prices would have provided significant additional price
discipline. In these circumstances, any effort by a domestic supplier to raise its prices would
have been beaten back by competitors. Therefore, significant effects on domestic prices
cannot be attributed to the unfair pricing of cumulated subject imports from Argentina,
Korea, and Mexico. Consequently, I find that cumulated subject imports from Argentina,
Korea, and Mexico are not having significant effects on prices for domestic casing and
tubing,

C. Impact of Subject Imports on the Domestic Casing and Tubing Industry*

To assess the impact of subject imports on the domestic industry, I consider output,
sales, inventories, capacity utilization, market share, employment, wages, productivity,
profits, cash flow, return on investment, ability to raise capital, research and deveiopment
~ and other relevant factors.” These factors together either encompass or reflect the volume
and price effects of the dumped imports, and so I gauge the impact of the dumping through
those effects. -

1. Japan

The domestic industry would not have been able to increase its prices significantly
had subject imports of casing and tubing from Japan been priced fairly. Therefore, any
impact of dumped imports on the domestic industry would have been on the domestic
industry’s output and sales.

As I have discussed above, had subject imports from Japan not been dumped, the
increase in demand for domestic casing and tubing would have been significant. Domestic

® In these investigations, it is unlikely that purchasers would have increased their purchases of
casing and tubing imports from Argentina had subject imports been fairly priced. As discussed below,
there would not have been any significant price effect had subject imports been fairly priced. As such,
Argentine import prices would have risen relative to other sources of casing and tubing. Given the
levels of substitutability, it is more likely that this relative increase in price would have reduced or not
changed demand for subject imports from Argentina had subject imports been fairly priced.

# As I discussed in the cumulation section of the majority opinion, the supply and demand
characteristics of the domestic casing and tubing market indicate that it is not price sensitive as defined
in the statute. Consequently, I do not find that subject imports of casing and tubing from Austria,
Italy, or Spain have significant impact effects. Since I do not find that subject imports from these
countries have had significant price or impact effects, nor do I find their volume to be significant, I
find no material injury by reason of subject imports from these countries.

Z 19 U.S.C. § 1677(T)(C)(iii).
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suppliers could easily have increased their production and sales to satisfy the increased
demand. This increase in supply would have been significant. Accordingly, I find that, had
subject imports from Japan not been dumped, the impact on the domestic industry’s output
and sales would have been significant,

Had subject imports from Japan not been dumped, the domestic industry would have
been able to increase its output and sales, and therefore its revenues, significantly.
Consequently the domestic industry would have been materially better off if subject imports
from Japan had been fairly traded. Therefore, I find that the domestic industry producing
casing and tubing is materially injured by reason of LTFV imports of casing and tubing from
Japan.

2. Argentina, Korea, and Mexico

The domestic industry would not have been able to increase its prices significantly
had cumulated subject imports of casing and tubing from Argentina, Korea, and Mexico been
priced fairly. Therefore, any impact of dumped imports on the domestic industry would
have been on the domestic industry’s output and sales.

As 1 have discussed above, had cumulated subject imports from Argentina, Korea,
and Mexico not been dumped, the increase in demand for domestic casing and tubing would
have been small. Domestic suppliers could easily have increased their production and sales
to satisfy the increased demand. However, the domestic industry’s output and sales, and
therefore its revenues, would not have increased significantly. Accordingly, I find that, had
cumulated subject imports from Argentina, Korea, and Mexico not been dumped, the impact
on the domestic industry’s output and sales would not have been significant.

Had cumulated subject imports from Argentina, Korea, and Mexico not been
dumped, the domestic industry would not have been able to increase its prices, output or
sales, and therefore its revenues, significantly. Consequently the domestic industry would
not have been materially better off if the cumulated subject imports from Argentina, Korea,
and Mexico had been fairly traded. Therefore, I find that the domestic industry producing
casing and tubing is not materially injured by reason of cumulated LTFV imports of casing
and tubing from Argentina, Korea, and Mexico.

V. NO THREAT OF MATERIAL INJURY BY REASON OF LTFV IMPORTS OF
CASING AND TUBING FROM ARGENTINA, KOREA, AND MEXICO”

In assessing whether a domestic industry is threatened with material injury by reason
of imports from two or more countries, the Commission has discretion to cumulate the
volume and price effects of such imports if they compete with each other and the domestic
like product.™

In my determination of no material injury by reason of LTFV imports from
Argentina, Korea, and Mexico, I cumulated subject imports from these three countries. For
purposes of my threat analysis, I exercise my discretion to cumulate by giving the benefit of
the doubt to the petitioners and again cumulate subject imports from these three countries. 1
find that the domestic casing and tubing industry is not threatened with material injury by
reason of subject imports from Argentina, Korea, and Mexico.

2 1 concur with Chairman Watson in his discussion of no threat of material injury by reason of
subject imports of casing and tubing from Austria, Italy, Japan, and Spain.

#* 19 U.S.C. §1677(T)(F)(iv)-
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Although exports from Argentina, Korea, and Mexico to the U.S. *** from 1992 to
1994, exports from these countries to other markets ***. Moreover, from 1993 t0 1994
exports to the U.S. *** while shipments to their home markets collectively increased by ***
percent.” I note that the impact of higher imports was somewhat diminished by the increase
in U.S. consumption over the POI; cumulated market share rose from *** to *** percent.
Thus, curmnulated imports were present throughout the POI, but their largest market share
remained fairly small.

During the POI, capacity utilization *** and production capacity *** in all three
countries except in Korea, the smallest producer of the three, ***.* Ending inventory
quantity of cumulated subject imports was virtually unchanged from 1992 to 1994. The level
of cumulated inventories in 1994 represents only *** percent of domestic consumption, a
level too small to constitute evidence that any threat of material injury is real or that actual
injury is imminent.”

In my determination of no material injury by reason of cumuiated LTFV imports
from Argentina, Korea, and Mexico, I demonstrated that the curnulated LTFV imports are
having no significant effect on domestic prices. I find no positive evidence that this will
change in the immediate future. Therefore, I conclude that the cumulated LTFV imports will
not enter the U.S. at prices that will have a depressing or suppressing effect on domestic
prices.

I do not find any significant potential for product-shifting. Production equipment in
Argentina that currently produces seamless pipe cannot be, or is unlikely to be, used to
produce finished casing and tubing.® Although producers in Korea and Mexico manufacture
some non-OCTG products on equipment that could be used to produce casing and tubing,
there is no evidence of any change in marketing strategy or market conditions that would
lead them to do so. I note that the Mexican peso has strengthened against the U.S. dollar in
recent months, following the rapid depreciation in early 1995. Such an appreciation in the
peso-dollar exchange rate tends to reduce demand for Mexican products.

There is no significant evidence of negative effects on the existing development and
production efforts of the domestic industry by reason of cumulated subject imports of casing
and tubing. Finally, I do not find any other demonstrable adverse trends that indicate that
the cumulated subject imporis will be the cause of actual injury.

For the reasons stated above, I determine that the domestic industry producing casing
and tubing is not threatened with material injury by reason of cumulated LTFV imports from
Argentina, Korea, and Mexico.

VI.  CONDITIONS OF COMPETITION IN THE DOMESTIC DRILL PIPE MARKET

My analysis of this market follows the same analytical framework as in the casing
and tubing market discussion above. The supply and demand characteristics of the domestic
drill pipe market are in many respects similar to the casing and tubing market. In the
discussion below, I focus on the defining characteristics of the drill pipe market. I begin
with a discussion of the conditions of competition. I then consider the volume, price, and
impact effects of subject imports from Japan and cumulated subject imports from Argentina
and Mexico.

See Tables 17, E-2, and E-6, CR at 140, E-3, and E-5; PR at II-30 and E-3.
See Tables 17, E-2, and E-6, CR at 1-40, E-3, and E-5; PR at II-30 and E-3.
Table A-3, CR at A-10; PR at A-7.

CR at I-37, n. 57; PR at I1-29.

L - B
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A. Demand Conditions

The domestic elasticity of demand for drill pipe is somewhat lower than that for
casing and tubing due to the smaller cost share of drill pipe in the end use product. As
mentioned above, the majority of purchasers indicated that the cost of all OCTG as a share
of the total cost of an oil or gas rig is generally in the 15 to 35 percent range. However,
drill pipe represents only a portion of OCTG used, with casing and tubing representing the
bulk of the cost.” There are only some substitute products available for drill pipe, such as
refurbished or aluminum drill pipe.® Taking into consideration both the relatively small cost
factor in downstream products and the purchaser’s relatively limited options to use alternative
products, I find that the elasticity of demand for drill pipe is low. That is, purchasers will
not significantly reduce the amount drill pipe they buy in response to a general increase in
the price of drill pipe.

B. Substitutability

Subject imports of drill pipe from Japan, which are a high-end product, are a
somewhat good substitute for the domestic like product. They compete in two major driil
pipe product categories but not in a third.* Data indicate that nonsubject imports are not
good substitutes for the high-end Japanese products.®

Cumulated subject imports from Argentina and Mexico and the domestic like product
are good substitutes. They compete in the largest drill pipe product category and have
similar unit values.®™ Unit value data suggest that nonsubject imports are somewhat good
substitutes for subject imports from Argentina and Mexico and the domestic like product.™

C. Suppl ition

Overall supply conditions in the drill pipe market are similar to those in the casing
and tbing market. In 1994, average-of-period capacity utilization for the domestic drill pipe
industry was *** percent. Available product capacity far exceeded the total quantity of either
cumuiated subject imports from Argentina and Mexico or subject imports from Japan.
Although inventories and export shipments were generally low,” the domestic industry’s
available capacity could easily fill the demand supplied by either subject imports from Japan
or subject imports from Argentina and Mexico.

The domestic drill pipe market is very competitive. There are numerous domestic
producers of drill pipe with industry-wide unused capacity. In addition, nonsubject imports
have had a significant presence in the drill pipe market, although this presence has not been
as great as that in the casing and tubing market, relative to subject imports. Finally, it is

® 1 note that sales of drill pipe in the United States represent less than two percent of all sales of
OCTG in the United States. See Tables A-2 and A-3, CR at A-7 and A-10; PR at A-7. From this, I
infer that casing and tubing represent a greater portion of the overall costs of OCTG in oil or gas rigs.

® EC-S-079 at 11.

*  See Table F-1, CR at F-7; PR at F-4,

#  See Table A-2, CR at A-7 and A-8; PR at A-7, and EC-5-079 at 28.

®  See Tables A-2, F-1, CR at A-7 and A-8 and F-7; PR at A-7 and F4, and EC-S-079 at 22-
24, 27, and 37.

% See Table A-2, CR at A-7; PR at A-7, and EC-5-079 at 27-28.
¥ Table A-2, CR at A-7 and A-8; PR at A-7.
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likely that a significant quantity of subject imports of drill pipe from Argentina, which
received a relatively low margin, would still have entered the U.S. market if subject imports
had been fairly priced.

The record thus indicates that there is competition in the domestic drill pipe market,
and there would have been competition in the domestic drill pipe market among domestic
producers, nonsubject imports, and possibly continued subject imports from Argentina if
subject imports of drill pipe from Japan or cumulated subject imports of drill pipe from
Argentina and Mexico had been fairly priced.

VII. CONSIDERATION OF MATERIAL INJURY TQ THE DOMESTIC DRILL PIPE
INDUSTRY*

The statute requires us to consider the volume of LTFV imports, their effect on
domestic prices, and their impact on the domestic industry. I consider each requirement in
furn. .

A. Volume of Subject Im ]

The volume and share of subject imports are discussed below. It is clear that the
larger the volume of subject imports, the larger the effect they will have on the domestic
industry. However, a determination of whether the volume of imports is significant cannot
be made in a vacuum, but must be evaluated in the context of the price and impact effects of
these imports. For the reasons discussed below, I find that the volume of subject imports of
drill pipe from Japan and the volume of cumulated subject imports of drill pipe from
Argentina and Mexico are significant.

L Japan

Subject imports of drill pipe from Japan increased from *** short tons in 1992 to ***
short tons in 1994. Japanese market share by quantity increased from *** percent to ***
percent during the same period. By value, subject imports of drill pipe from Japan increased
from *** in 1992 to0 *** in 1994. Japanese market share by value increased from ***
percent to *** percent during the same period.”’

2. Argentina and Mexico

Cumulated subject imports of drill pipe from Argentina and Mexico increased from
*#** short tons in 1992 to *** short tons in 1994; market share increased from *** to ***
percent, by quantity, during the same period. By value, cumulated subject imports of drill
pipe from Argentina and Mexico increased from *** in 1992 to *** in 1994; market share
by value increased from *** to *** percent during the same period * *

*  There were no imports of LTFV drill pipe from Austria, Italy, Korea, or Spain during 1994,
A zero volume of imports cannot be significant. Likewise, there can be no possible price effects or
impact from a zero volume. Therefore, I find that there is no material injury by reason of subject
imports from Austria, Italy, Korea, or Spain.

¥ Table A-2, CR at A-7; PR at A-7.

* Table A-2, CR at A-7; PR at A-7.
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B. Effect of Subject Imports on Domestic Drill Pipe Prices

To determine the effect of subject imports on domestic prices I examine whether the
domestic industry could have increased its prices if the subject imports had not been dumped.
For the reasons discussed in the casing and tubing section above, both demand and supply
conditions in the drill pipe market are relevant.

In most cases, if the subject imports had not been dumped, their prices in the U.S.
market would have increased significantly, Thus if subject imports from Japan or cumulated
subject imports from Argentina and Mexico had been fairly priced, they would have become
more expensive relative to domestic drill pipe and nonsubject imports. If the drill pipe from
the different sources is substitutable, purchasers would have shifted towards the relatively less
expensive products,

1. Japan

In these investigations, the dumping margin for Japanese subject imports of drill pipe
is 44.2 percent. Thus, prices for subject imports from Japan would have risen by a
significant amount had they been priced fairly. As discussed above, nonsubject imports are
not good substitutes for Japanese subject imports. Therefore, it is likely that a substantial
portion, if not all, of the demand for subject imports would have shifted to the domestic
products.

Notwithstanding the somewhat low elasticity of demand for drill pipe, any attempt by
the domestic industry to increase its prices would have been unsuccessful. There is
significant competition among drill pipe suppliers and significant unused capacity in the U.S.
market. Thus, domestic industry could easily have increased its suppiy to the market.“ In
these circumstances, any effort by a domestic supplier to raise its prices would have been
beaten back by competitors. Therefore, significant effects on domestic prices cannot be
attributed to the unfair pricing of subject imports from Japan. Consequently, I find that
subject imports of drill pipe from Japan are not having significant effects on prices for
domestic drill pipe.

2. Argentina and Mexico

In these investigations, the magnitude of the changes in relative price levels if subject
imports had been fairly priced would have been different depending on the margin of the
individual country. The margins for cumulated subject imports of drill pipe from Argentina
and Mexico are 1.36 and 23.79 percent, respectively. Prices of subject imports from Mexico
would have risen significantly while prices of subject imports from Argentina would not have
risen by very much, had they been fairly priced. As discussed above, subject and nonsubject
imports are good substitutes. Many of the purchasers that were unwilling to pay a higher
price for subject imports from Mexico would have switched to the relatively less expensive
domestic product, while others would have switched to the relatively less expensive

* (...continued)

¥ * Because incomplete data on OCTG were received from importers, Mexican import volume and
market share were calculated based on Commerce's official import statistics, CR at [-24; PR at 1I-19.
However, my determinations would not have been different had questionnaire data been used in these
calculations. Based on questionnaire data, U.S. shipments of drill pipe from Argentina and Mexico
#x%  Tabje A-2, CR at A-7; PR at A-7; Table F-1, CR at F-7; PR at F4.

“©  See also EC-S-079 at 32.
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nonsubject imports or the slightly more expensive Argentine subject imports.* Nonetheless,
the overall increase in demand for domestic drill pipe would have been significant due to
Argentina’s and particularly Mexico’s significant displaced presence in the market.

Notwithstanding the low elasticity of demand for drill pipe, any attempt by the
domestic industry to increase its prices would have been unsuccessful. There is significant
competition among drill pipe suppliers in the U.S. market and *** unused capacity.
Domestic producers compete among themselves as well as with nonsubject imports, The
significant amount of subject imports that would have continued to enter the U.S. market at
fairly traded prices would have provided significant additional price discipline. In these
circumstances, any effort by a domestic supplier to raise its prices would have been beaten
back by competitors. Therefore, significant effects on domestic prices cannot be attributed to
the unfair pricing of cumulated subject imports from Argentina and Mexico. Consequently, I
find that cumulated subject imports of drill plpe from Argentina and Mexico are not havmg
significant effects on prices for domestic drill pipe.

C. Impact of ject Im orts n the Domestic Drill Pipe Indust’

To assess the impact of subject imports on the domestic industry, 1 consider output,
sales, inventories, capacity utilization, market share, employment wages, productivity,
profits, cash flow, return on investment, ability to raise capital, research and development
and other relevant factors.® These factors together either encompass or reflect the volume

and price effects of the dumped imports, and so I gauge the impact of the dumping through
those effects.

1. Japan

The domestic industry would not have been able to increase its prices significantly if
subject imports of drill pipe from Japan had been priced fairly. Therefore, any impact of
dumped imports on the domestic industry would have been on the domestic industry’s output
and sales.

As 1 have discussed above, had subject imports of drill pipe from Japan not been
dumped, the increase in demand for domestic drill pipe would have been significant.
Domestic suppliers could easily have increased their production and sales to satisfy the
increased demand. This increase in supply would have been significant. Accordingly, I find
that, had subject imports of drill pipe from Japan not been dumped, the impact on the
domestic industry’s output and sales would have been significant.

Had subject lmports of drill pipe from Japan not been dumped, the domestic mdustry
would have been able to increase its output and sales, and therefore its revenues,
significantly. Consequently the domestic industry would have been materially better off if
the subject imports from Japan had been fairly traded. Therefore, I find that the domestic
industry producing drill pipe is materially injured by reason of LTFV imports of drill pipe
from Japan.

L]

In these investigations, it is unlikely that purchasers would have increased their purchases of the
Argentine product had subject imports been fairly priced. As discussed below, there would not have
been any significant price effect had subject imports been fairly priced. As such, Argentine import
prices would bave nisen relative to other sources of drill pipe. Given the levels of substitutability, it is
more likely that this relative increase in price would have reduced or not changed the level of demand
for subject imports from Argentina had subject imports been fairly priced.

£ 19 U.S.C. § 1677(N(C)ii).
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2. Argenting and Mexico

The domestic industry would not have been able t0 increase its prices significantly if
cumulated subject imports of drill pipe from Argentina and Mexico had been priced fairly.
Therefore, any impact of dumped imports on the domestic industry would have been on the
domestic industry’s output and sales.

As I have discussed above, had cumulated subject imports from Argentina and
Mexico not been dumped, the increase in demand for domestic drill pipe would have been
significant. Domestic suppliers could easily have increased their production and sales to
satisfy the increased demand. This increase in supply would have been significant.
Accordingly, I find that, had cumulated subject imports from Argentina and Mexico not been
dumped, the impact on the domestic industry’s output and sales would have been significant.

Had cumulated subject imports of drill pipe from Argentina and Mexico not been
dumped, the domestic industry would have been able to increase its output or sales, and
therefore its revenues, significantly. Consequently the domestic industry would have been
materially better off if the cumulated subject imports from Argentina and Mexico had been
fairly traded. Therefore, I find that the domestic industry producing drill pipe is materially
injured by reason of cumulated LTFV imports of drill pipe from Argentina and Mexico.
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SEPARATE AND DISSENTING VIEWS OF
COMMISSIONER LYNN M. BRAGG

Negligible Imports From Austria and Spain

I find that imports of OCTG excluding drill pipe from Austria and Spain are not
negligible, and thus for purposes of my analysis I have cumulated these imports with imports
from other subject countries.

The record indicates that OCTG excluding drill pipe is a price sensitive commodity
product,’ and thus even a small amount of unfairly traded imports may have a discernible
adverse impact on the domestic industry. There is no numerical standard for negligibility
and no "bright line" test for negligibility determinations.’> Congress clearly expressed its
intention that imports be cumulated unless the evidence indicates that they have no possible
market impact.*

During the first quarter of 1994 imports from Austria reached a *** share by
quantity and a *** share by value of the domestic market. Evidence that imports from
Austria had adverse price effects is found in the lost sales data, which show that at least one
domestic mill lost sales to Austrian imports.’

Imports from Spain were present in the U.S. market throughout the period of
investigation, and increased in market share by quantity to their highest level in January-
March 1995. The quantity share held by imports from Spain *** between 1992 and 1993.
The market share by value of the imports from Spain exhibited similar growth and reached
***_its highest level, in interim 1995.°

The record also demonstrates that imports from Austria and Spain were concentrated
in certain product categories, and held higher shares in each of those categories than their
overall market penetration reflects.” This concentration supports a finding that imports from
Spain and Austriz have contributed to adverse price effects in the product categories in which
they compete.

Imports from Austria and Spain reached levels during the POl which, in my view,
were not negligible given the circumstances of these investigations. Because imports from
Austria and Spain satisfy all of the other cumulation criteria, I have cumulated imports of
OCTG excluding drill pipe from Austria and Spain with subject imports from Japan,
Argentina, Italy, Mexico, and Korea.

! Price was ranked as the most important consideration in buying OCTG by 18 of 33 distributors
and was ranked second by 8. PR at II-41; CR at I-56.

* See, £.g., Certain Carbon Steel Butt-Weld Pipe Fittings from France, India. Israel, Malaysia, the
‘Republic of Korea, Thailand, The United Kingdom, and Venezuela, invs. Nos. 701-TA-360-361 and
731-TA-688-695 (Preliminary), USITC Pub. 2767 {Apr. 1994) at I-17 n. 104.

* 19 U.S.C. Sec. 1677(7)(C)(v). The negligible imports exception is to applied narrowly and is
not to be used to subvert the purpose and general applicability of the mandatory cumulation provision
of the statute. See H.R. Rep. No. 40, Part I, 100th Cong., 1st Sess. 131 (1987); H.R. Rep. No. 576,
100th Cong., 2d Sess. 621 (1988).

* Table A-3, PR at A-7; CR at A-10.
% Petitioner’s posthearing brief Vol. 1 at 25-26 and Vol. II at Ex. 1.
¢ Table A-3, PR at A-7; CR at A-10.

7 For example, Spain sold more *** in 1994 than any other importer and Austria sold more *** in
1994 than any other importer. Table 21, PR at 1I-37; CR at I-51.
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No Present Material Injury to the Domestic Drill Pipe Industry

: Based on the record in these final investigations, 1 find that the U. S. industry
producing drill pipe is not presently materially injured by reason of subject imports from
Argentina, Japan and Mexico.

Cumulation:

In my consideration of the issue of present material injury to the domestic drill pipe
industry, I did not cumulate the subject imports from Japan with the subject imports from
Argentina and Mexico. Most Japanese driil pipe is mill finished standard-weight drill pipe or
unfinished heavy-weight drill pipe, unlike the unfinished standard-weight drill pipe from
Argentina and Mexico.® The average unit values for Japanese drill pipe throughout the 1992
through 1994 period were far greater than the average unit values for Argentina and Mexico.’
This is evidence of the lack of fungibility between the Japanese imports, on the one hand,
and subject imports from Argentina and Mexico, on the other. I did cumulate imports from
Argentina and Mexico for the same reasons set forth in the majority opinion.

Yolume of Imports:

1 do not find the volume of drill pipe imports from Japan to be significant in light of
the circumstances of these investigations. Although imports of drill pipe from Japan
increased between 1992 and 1994 and between January-March 1994 and January-March 1995
in terms of volume, these increases reflect both the low initial level of drill pipe imports in
1992 and the fluctuating, but generaliy mcreasmg, level of drill pipe consumption in the
United States over this period of time.'

‘Similarly, I do not find the volume of drill pipe imports from Argentina and Mexico
to be significant. The volume and value of the cumulated imports of drill pipe from these
two countries increased from a very low initial level between 1992 and 1994, but declined
between January-March 1994 and January-March 1995. This trend, although differing in
magn;tlllfle, was in accord with the trend in apparent U.S. consumption of drill pipe over this
period.

* Table F-1, PR at F4; CR at F-7.
® Table A-2, PR at A-7; CR at A-7.

'* Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Japan increased from *** short
tons in 1992 to *** short tons in 1994, and from *** short tons to *** short tons in the interim
periods. Although the market share heid by drill from Japan also increased between 1992 and 1994
and between interim periods, I note that the share held in Janvary-March 1995 was virtually identical
to that held in 1992. Further, while the vaiue of imports of drill pipe from Japan showed a similar
trend as volume between 1992 and 1994, between the interim periods the value of such imports
declined both absclutely and in terms of market share. Id.

' Table A-2, PR at A-7; CR at A-7. Imports of drill pipe from Argentina and Mexico increased
from *** ghort tons in 1992 to *** short tons in 1994, but fell from *** short tons to *** short tons
between the interim periods. Similer trends —increases from low levels between 1992 and 1994,
followed by noticeable declines between the interim periods — were apparent in the value of drill pipe
imports from Argentina and Mexico and in the market share (by volume and by value) held by these
1mports.
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Accordingly, in light of these conclusions, I do not find that imports of drill pipe
from Japan and from Argentina and Mexico have risen to injurious levels at the present time.

Price Effects:

I do not find that there is sufficient evidence in the record to sustain a finding of
present material injury to the domestic drill pipe industry resulting from the prices of the
subject imports. The evidence of underselling and overselling for the subject imports is
mixed. There is evidence that unit values for Japanese drill ?ipe have *** each year of the
POI and that *** for drill pipe from Argentina and Mexico.”* These trends, however, have
not resulted in present material injury to the domestic drill pipe industry.

Impact on the Domestic Drill Pipe Industry:

The increase in subject imports and the price effects from those imports have not
caused present material injury to the domestic drill pipe industry. As discussed in the
majority views entitled "Views of the Commission”, the financial and operating performance
of the domestic industry are favorable at the present time,” although I consider the increase
in subject imports, the drop in the quantity of domestic sales and the drop in domestic market
share to be warning signs of an industry at risk." I note, as | have with regards to OCTG
excluding drill pipe, that the inclusion of processors enhances the condition of the domestic
drili pipe industry.” My views on the inclusion of processors in the definition of the
domestic industry are set forth at note 66, and are especially pertinent in my analysis of the
domestic drill pipe industry. Because I find no sufficient correlation between the subject

imports and the present favorablie condition of the domestic industry, I make a negative
present injury determination.

2 H.

¥ Operating income increased by 58.8 percent between 1992 and 1994 and by 14.7 percent
between interim 1994 and 1995. Table A-7, PR at A-10; CR at A-15.

“ The quantity of domestic sales declined by 12.8 percent between 1993 and 1994 and by 23.0
percent between the interim periods. Table A-7, PR at A-10; CR at A-15.

¥ Table A-2, PR at A-7; CR at A-9.
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PART II

INFORMATION OBTAINED IN THE INVESTIGATIONS






INTRODUCTION

These investigations result from petitions filed on June 30, 1994, by Bellviile (Bellville, TX);
IPSCO (Camanche, 1A); Koppe! (Beaver Falls, PA); Maverick (Chesterfield, MO); North Star
(Youngstown, OH); U.S. Steel (Pittsburgh, PA); and USS/KOBE (Lorain, OH), alleging that an
industry in the United States is materially injured and threatened with material injury by reason of
subsidized imports of OCTG' from Austria and Italy and LTFV imports of OCTG from Argentina,
Austria, Italy, Japan, Korea, Mexico, and Spain.’ * Information relating to the background of the
investigations and Commerce’s final margins are provided below.*

Date Action

June 30, 1994 . . .. Petitions filed with Commerce and the Commission; institution of
Commission’s preliminary investigations

July 26, 1994 . . . .. Commerce’s notices of initiation

August 15, 1994 | . . Commission’s preliminary determinations

December 2, 1994 . . Commerce’s preliminary affirmative countervailing duty determination on

Italy; institution of Commission’s final investigation (60 F.R. 2983,
January 12, 1995)

January 24, 1995 .. Commerce’s preliminary affirmative countervailing duty determination on
Austria; institution of Commission’s final investigation (60 F.R. 10107,
February 23, 1995)

February 2, 1995 .. Commerce's preliminary affirmative antidurnping duty determinations on
Argentina, Austria, Italy, Japan, and Korea and preliminary negative
antidumping duty determinations on Mexico and Spain; institution of
Commission’s final investigations on Argentina, Austria, Italy, Japan, and
Korea (60 F.R. 10107, February 23, 1995)

March 10, 1995 . .. Commerce’s revised (negative) preliminary antidumping duty

' determination on Argentina; rescission of institution of Commission’s
final investigation on Argentina (60 F.R. 15941, March 28, 1995)

June 22, 1995 . ... Commerce’s final affirmative countervailing duty determinations on
Austria and Italy (60 F.R. 33534, June 28, 1995)

! For the purposes of these investigations, OCTG are hollow steel products of circular cross-section. These
products include oil well casing, twbing, and drill pipe, of iron (other than cast iron) or steel (both carbon and
alioy), whether or not conforming to API or non-API specifications, whether finished or unfinished (including
green tubes and limited service OCTG products). These investigations do not cover casing, tubing, or drill
pipe containing 10.5 percent or more of chromium. OCTG are provided for in subheadings 7304.20, 7305.20,
and 7306.20 of the HTS of the United States, with most-favored-nation tanff rates ranging from 0.4 tc 5.6
percent ad valorem for casing, from 1.7 to 7.2 percent for tubing, and from 6.8 to 7.2 percent for drill pipe,
applicable to imports from all subject countries except Mexico. Goods of Mexico under NAFTA are eligible
for special tariff treatment, with rates ranging from 0.4 to 4.9 percent ad valorem for casing, from 1.5 to 6.4
percent for tubing, and from 6.0 to 6.4 percent for drill pipe.

? Lone Star (Dallas, TX) and Newport (Newport, KY) joined as petitioners subsequent to the filing of the
petitions. Bellville joins only in the antidumping petitions against Korea and Italy, USS/KOBE and North Star
do not join in the antidumping petition against Japan, and Lone Star joins only in the countervailing duty
petition against Jtaly and the antidumping petitions against Argentina, Italy, Korea, and Spain.

* A summary of the data collected in the investigations is presented in app. A.

* Federal Register notices cited in the tabulation are presented in app. B.
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Date

June 26, 1995

June 27, 1995

Tuly 24, 1995 . . . . .

August 2, 1995 . .
Country

Argentina . ... .. .
Austria . . .. .. ...

Spain . .........

Action

Commerce’s final affirmative antidumping duty determinations on
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain (60 F.R.
33539, June 28, 1995); institution of Commission’s final antidumping
investigations on Argentina, Mexico, and Spain (60 F.R. 32708, June 23,
1995)

Commission’s hearing’

Commission’s vote

Commission's determinations due to Commerce

Commerce’s final margins (percent)

01.36 (LTFV)

11.44 (subsidies)

25.90 (LTFV)

01.47 (subsidies)

49.78 (LTFV)

44.20 (LTFV)

00.00 (LTFV), Hyundai

12,17 (LTFV), Union Steel and all others
23,79 (LTFV)

11.95 (LTFV)

In addition to the current investigations, carbon and certzin alloy steel products generally,
and OCTG from Argentina, Austria, Korea, Mexico, Spain, and six other countries specifically,
were the subjects of Commission investigations from 1984 to 1987.° Information concerning these
Commission investigations is presented in table 1.

5 A list of witnesses appearing at the Commission’s hearing is presented in app. C.

¢ In addition, on June 13, 1984, countervailing duty petitions were filed with Commerce on OCTG from
Argentina and Mexico. Because these countries were not signatories to the GATT, the Commission was not
required to make injury determinations concerning imports from these countries. On June 30, 1995, counsel
for North Star filed a request to the Commission for a review under section 753 of the Act of the
countervailing duty order on OCTG from Argentina.
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Table 1

OCTG: Previous and related investigations

Investigation Report
Item/source No. Date No. Result
Carbon and certain
alloy steel
o rgducts‘ ........ TA-201-51 1984 USITC 1553 Negative
Argentina , ... ... 731-TA-191 (P) 1984 USITC 1555 Affirmative
731-TA-191 (F) 1985 USITC 1694 Negative
731-TA-275 (P) 1985 USITC 1747 Affirmative
731-TA-275 (F) 1986 @ Terminated
Austria . . .. ..... 701-TA-240 (P) 1985 USITC 1679 Affirmative
701-TA-240 (F) 1985 @ Petition withdrawn
731-TA-249 (P) 1985 USITC 1679  Affirmative
731-TA-249 (F) 1985 @ Petition withdrawn
Brazil .. ........ 701-TA-215 (P) 1984 USITC 1555  Affirmative
701-TA-215 (F) 1985 USITC 1633 Affirmative
731-TA-192 (P) 1984 USITC 1555 Affirmative
731-TA-192 (F) 1985 @ Petition withdrawn
Canada . ........ 701-TA-255 (P) 1985 USITC 1747 Affirmative
701-TA-255 (F) 1986 USITC 1865 Affirmative
731-TA-276 (P) 1985 USITC 1747 Affirmative
731-TA-276 (F) 1986 USITC 1865 Affirmative
Istael . ......... 701-TA-271 (P) 1986 USITC 1840  Affirmative
701-TA-271 (F) 1987 USITC 1952 Affirmative
731-TA-318 (P) 1986 USITC 1840  Affirmative
731-TA-318 (F) 1987 USITC 1952 Affirmative
Korea ......... T01-TA-216 (P) 1984 USITC 1555 Affirmative
701-TA-216 (F) 1985 USITC 1633 Negative
731-TA-193 (P) 1984 USITC 1555  Affirmative
731-TA-193 (F) 1984 @ Petition withdrawn
Mexico . .. ... ... 731-TA-194 (P) 1984 USITC 1555 Affirmative
731-TA-194 (F) 1984 @ Petition withdrawn
Romania ........ 731-TA-250 (P) 1985 USITC 1679 Affirmative
731-TA-250 (F) 1985 @ Petition withdrawn
Spain .. ........ 701-TA-217 (P) 1984 USITC 1555  Affirmative
701-TA-217 (F) 1985 USITC 1633 Affirmative
731-TA-195 (P) 1984 USITC 1555 Affirmative
731-TA-195 (F) 1985 USITC 1694  Affirmative
Taiwan . ........ 701-TA-256 (P) 1985 USITC 1747 Affirmative
701-TA-256 (F) 1985 @ Terminated
731-TA-277 (P) 1985 USITC 1747  Affirmative
731-TA-277 (F) 1986 USITC 1865  Affirmative
Venezuela . ... ... 701-TA-241 (P) 1085 USITC 1679 Affirmative
701-TA-241 (F) 1985 @ Petition withdrawn
731-TA-251 (P) 1985 USITC 1679  Affirmative
731-TA-251 (F) 1985 @ Petition withdrawn

"The subject products included OCTG, as well as other pipes and tubes that are not the subject of the
present investigations.
% No report was issued.

Source: USITC publications.
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THE PRODUCT

This section presents information on both imported and domestically produced OCTG as
well as information related to the Commission’s "domestic like product” determination.” For the
purposes of its preliminary determinations, the Commission found OCTG to be a single like product
"consisting of casing, tubing and drill pipe, whether welded or seamless, and whether finished or
unfinished" but noted that it intended "to explore more fully in any final investigations whether drill

pipe should be a separate like product."® The Commission further found carbon and alloy OCTG to
be a single like product.’

Physical Characteristics and Uses

The imported products subject to these investigations are OCTG, hollow steel products of
circular cross-section. These products include il well casing, tubing, and drill pipe, of iron {(other
than cast iron) or steel (both carbon and alloy), whether or not conforming to API or non-API
specifications, whether finished or unfinished (including green tubes and limited service OCTG
products). These investigations do not cover casing, tubing, or drill pipe containing 10.5 percent or
more of chromium.

Casing and tubing are both usually produced in accordance with API specification 5 C/T in
0.D.s ranging from 4.5 to 20 inches for casing and 1.05 to 4.5 inches for tubing. Drill pipe (other
than the heavy-weight drill pipe described below) is usually produced in accordance with API
specification 5 D in O.D.s ranging from 2.375 to 6.625 inches. API 5 C/T specifications overlap
with 10 of 16 APIS D categones (based on O.D. and wall thickness) but generally dlffer in length
and weight per foot (dnll pipe tends to be shorter and heavier than casing or tubing).”®

Casing s used in the drill hole to provide a firm foundation for the drill string” by
supporting the wails of the hole to prevent caving in both during drilling and after the well is
completed. After the casing is set, concrete is pumped between the outside of the casing and the
wall of the hole to provide a secure anchor. Casing also serves as a surface pipe designed to prevent
contamination of the recoverable oil and gas by surface water, gas, sand, or limestone. The casing
must be sufficiently strong to carry its own weight and to resist both external pressure and pressure
within the well. Because the amount of open hole that can be drilled at any one time is limited, a
string of concentric iayers of casing rather than a single casing is used for larger wells. Several

’ The Commission’s decision regarding the appropriate domestic product or products like the subject
imported product in an investigation is based on a number of factors including: (1) physical characteristics and
uses; (2) the use of common manufacturing facilities and production employees; (3) interchangeability of the
products; (4) customer and producer perceptions of the products; {5) channels of distribution; and (6) price.

* Views of the Commission, pp. 9 and 11. Accordingly, throughout the report and in summary table A-1
datz on "OCTG" include drill pipe. Separate data on drill pipe are presented in table A-2 and data on OCTG
excluding drill pipe are presented in table A-3.

® Views of the Commission, p. 15, fn. 42.

" API, Specification for Casing and Tubing (4th. ed.), Nov. 1992, pp. 12-15 and 73; AP, Specification for
Drill Pipe (3rd. ed.), Aug. 1992, pp. 6 and 18. Casing is most frequently sold in iengths of 34-48 feet, tubing
in lengths of 28-32 feet, and drill pipe in lengths of 27-30 feet (26.5 feet for heavy-weight drill pipe).

Interview and plant tour with ***

Y The drill string is composed of drill pipe, drill collars, and the drill bit. Drill collars are thick, machined
pipes which are designed to concentrate weight on the drill bit; the drill bit is the cutting or pulverizing head
which bores through underground formations.
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sizes of casing are set inside the well after it has been drilied, with the larger sizes set at the top of
the well and the smaller sizes set toward the bottom."”

Tubing is used within the casing to conduct the oil or gas from the subsurface strata to the
surface either through natural flow or through pumping. Tubing must be strong enough to support
its own weight, that of the oil or gas, and that of any pumping equipment suspended on the string.

Drill pipe is used to transmit power from ground level to below the surface in order to rotate
the drill bit, and to conduct drilling fluid (mud) down to the drill bit to flush drill cuttings to the
surface for removal. Drill pipe must have sufficient tensile strength to support its own weight, the
weight of the contained drilling fluids, and that of drill collars and the drill bit. Heavy-weight drill
pipe has greater wall thickness than standard-weight (about three times the thickness for a given
0.D.) and is used in critical applications {such as directional drilling) as a transitional drill string
member between standard-weight drill pipe and drill collars to provide both weight and flexibility.”

Common Manufacturing Facilities and Production Employees

All OCTG are either of welded or seamless construction. API specifications for most grades
of casing and tubing specify that either welded or seamless is acceptable for its end-use application.
Exceptions include drill pipe and extremely thick casing, which the API specifies must be seamless.

Seamless OCTG are produced by forming a central cavity in a solid steel round of the
desired grade, diameter, and weight, either by piercing a heated steel round or drilling an unheated
round. The hollow round, or billet, is then shaped and elongated, either by a succession of plug
mills (or I:nandrel mills) and sizing mills, or by hot-extruding the billet through a die and over a
mandrel. »

Welded OCTG are formed by passing flat-rolled products through a series of roliers that
shape the products into cylinders, then heating the lengthwise edges to a very high temperature with
an electric resistance welder and forcing them together under pressure exerted by rolls.”® After
welding, the tubes are heat-treated, either by "full-body normalizing™ or "seam annealing.” In the
full-body normalizing process, an entire tube is heated to a very high temperature to make the
molecular structure of the weld identical to that of the rest of the tube, whereas in the seam
annealing process, several inches of a pipe along each side of the weld are heated to a high
temperature. Regardless of the welding process, the wall thicknesses of all welded OCTG are
uniform, whereas the wall thicknesses of seamless OCTG are less uniform.

After the welded or seamless tubular product is formed, it is generally straightened,
inspected, and tested. The product then may either be sold as is or it may undergo additional
operations before sale, including heat treating, further testing, and coating."

2 In general, the deeper the well, the larger the casing must be. Telephone interview with ***, Aug. 2,
1994. Several U.S. producers stated that there is a continuum of different sizes of casing with no clear
dividing line between the large and small sizes and that different sizes of casing are used in the same well.
Because of this, they view different sizes of casing as the same product. The U.S. producers produce a wide
range of casing sizes, from 4.5 inches to 20 inches in diameter. USS/KOBE, Lone Star, Newport, and LTV
produce the larger, as well as the smaller sizes of OCTG. Telephone interviews with ***, Aug. 3, 1994, and
= Aug. 4, 1994, '

" Telephone interviews with ***, Feb. 24, 1995,

" American Iron & Steel Institute, Stee! Products Manual: Steel Specialty Tubular Products, Oct. 1980,
p- 16. Imterview and plant tour with ***, Jan. 25, 1995,

' For some large-diameter (over 24 inches) OCTG used in offshore drilling, the iengthwise edges of the
cylinders are connected using molten metal from a welding rod in a process known as submerged arc welding.

' In general, the higher the alloy content and the more specialized or proprietary the product, the greater
the number of additional processes that will be required.
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After finishing operations on the tube are complete, the ends are finished. Two general end
finishes for casing are "threaded and coupied" and "plain end.” End finishes for tubing inciude
threaded and coupled, non-upset or upset,” or plain end. These end finishes for tubing and casing
are provided both by the U.S. mills and by separate U.S. finishers. For drill pipe, the tubuiar
product is typically formed to customer specifications by the U.S. miil; however, the ends are
generally upset and the tool joints (heavy welded joints which allow drill pipe to be stacked) applied
by drill pipe finishers. These drill pipe finishers are either contracted by the U.S. producers to
perform these processes or, more often, they provide these services for the end users.” The drill
bits are then attached to the tool joint by the end user at the well site.”

As noted previously, drill pipe must be a seamless tubular product. Accordingly, only 5 of
16 reporting mills that produce OCTG in the United States produce drill pipe. Four of those five
mills indicated that they produced drill pipe on the same equipment and machinery used in the
production of other OCTG (i.e., casing and/or tubing). These same four mills also indicated that the
same production and related workers produced both drill pipe and other forms of OCTG.”

Interchangeability

In certain instances, unfinished casing and tubing can be used interchangeably with unfinished
drill pipe. U.S. Steel produces unfinished tubes which may be used for either tubing or drill pipe,”
as does ***, U.S. shipments of such tubing by these companies ranged from *** to *** short tons
between 1992 and 1994 and were eguivalent to between *** and *** percent of U.S. shipments of
unfinished drill pipe reported by U.S. mills. Interchangeability can be limited, however, by
differences in wall thickness and length.” Further, the likelihood of interchangeability between
casing and tubing and drill pipe diminishes as the products are finished.®

7 Upset ending is a forging process under which the end of the tubing is flared and thickened, and thereby
strengthened, to compensate for the tensile strength that is lost during threading.

% No U.S. mill applies tool joints to drill pipe in-house.

¥ Interviews and plant tours with ***,

* Producers’ questionnaire at 9 and 24. The one company which does not produce drill pipe on the same
equipment and with the same workers as other forms of OCTG is ***. This company accounted for ***
percent of drill pipe production by U.S. mills in 1994. ***,

¥ Conference transcript, p. 18.

# Interviews and plant tours with ***, Jan. 24, 1995, and ***, Jan. 25, 1995. Japanese respondents also
argue that drill pipe is not interchangeable with casing and tubing because of chemistry and torgue
requirements. Posthearing brief on behalf of NKK and MC Tubular, pp. 3-6.

® Donald Dabkowski, Manzager of Metallurgy and Quality Assurance in U.S. Steel’s Tubular Products
Division, testified at the Commission’s hearing that, with the addition of the tool joint, “then it (the tube body)
does become drill pipe, which is then not interchangeable with anything else but drill pipe.” Hearing transcript
{public session), p. 59. Mr. Dabkowski also noted that torsiona! requirements for drill pipe are a feature of the
finished product {"Those torsional requirements come as part of specification 7, which deals with the
connection on the end.”). Ibid. According to ***, drill pipe can only be used as drill pipe because the wall
thickness relative to the diameter of the pipe is too large for it to be used practically for casing or tubing. He
added, however, that in shallow wells tubing can be substituted for drill pipe. Telephone interview, Aug. 2,
1994. Such substitution would be infrequent, however, according to Vice President and Chief Engineer Alan
Orr of international drilling contractor Helmerich and Payne, who testified that "if there is any meaningful
resistance at the bottom of the hole, tubing cannot be used (as drill pipe).” Hearing transcript (public session),
p. 169.
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Customer and Producer Perceptions

Customer perceptions regarding the interchangeability of casing and tubing and drill pipe
were mixed but generally indicated limited interchangeability. Of the 27 distributors who addressed
the question, only 6 indicated that drill pipe specificaily could be interchangeable with casing or
tubing, and only 2 discussed specific instances of such occurrences.” Another 4 companies indicated
interchangeability between casing and tubing but not drill pipe, while 14 indicated no
interchangeability between casing or tubing or drill pipe, and 3 indicated that the matter was one for
the end user to decide. As noted earlier, producer perceptions on this issue were also mixed.

Opinions also differ within the OCTG industry as to whether substitutes for OCTG exist.
When asked whether other products could be substituted, 7 of 11 producers that responded to the
question, 4 of 24 importers, and 13 of 41 purchasers stated that some substitution is possible. Line
pipe or refurbished OCTG for use in limited service applications were the most commonly cited
substitutes. Other substitutes mentioned inciuded fiberglass tubing, coiled tubing, structural rounds,
and aluminum drill pipe in place of steel drill pipe. Most of the questionnaire respondents stated that
changes in the prices of these substitute products have not affected the demand for OCTG. ***
argued that low prices of these substitutes have resulted in reduced sales of casing and tubing.

Channels of Distribution

Most OCTG are sold by U.S. mills and by U.S. importers to distributors which, in turn, sell
to other distributors or to end users. This is true of OCTG generally and drill pipe specifically, with
one important caveat — the distributors which purchase and resell casing and tubing do not, as a
general rule, sell drill pipe. Some, though not all, companies which purchase drill pipe also
. purchase casing or tubing.® The following tabulation presents a summary of the channels of
distribution reported by U.S. mills and by U.S. importers for OCTG generally (and drill pipe
specifically) in 1994 (in percent):

OE%% Drill pipe onl
Country istributors  End users Dlstn%umﬁ’ End users

United States . . 99 1 *Ex *x%
Argentina . ... ¥k * %k wkk e
Austria . ... .. **x wxx — —
Ttaly ....... b b -— —
Japan . . .. ... 57 43 *E* *Ek
Korea ...... 100 0 -— _—
Mexico . .. ... 99 1 *kk *kk
Spain . .. .... *** xxx -— —
e ....... 80 20 —_ —

' Includes processors.

* Purchasers’ questionnaire at 27. ***. In a series of followup interviews, 23 purchasers were re-
contacted. Four firms indicated that unfinished casing or tubing could be interchangeable with unfinished drill
pipe, while 19 indicated that it could not. All 23 firms indicated that finished casing and tubing could not be
interchangeable with finished drill pipe, although seven indicated that used drill pipe could be converted for
casing applications if the ends were cut off.

® The primary market for unfinished drill pipe in the United States is *** drill pipe processors in Texas.
##*  Twenty-eight of 41 responding distributors (including the drill pipe processors themselves) sell both
casing and tubing but do not sell drill pipe; 5 sell casing or tubing but not drill pipe; 5 sell casing and/or tubing
and drill pipe; and 3 sell only drill pipe.
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The Commission received letters from 24 companies which identified themselves as OCTG
stocking distributors which were unable to purchase their full OCTG requirements from domestic
mills. Based on the responses of the 13 firms which provided usable data to the Commission, the
share of 1994 OCTG purchases fiiled by U.S. mills ranged from between 4 and 85 percent and
averaged 62 percent. The major U.S. mills also provided information regarding their distribution
policies, summarized in the following tabulation:

Stock/purchase
Company Distributors Exclusive level Other criteria
e i3 *xk xkk X%
EE e 37 k¥ *kk e
E & 1 ]
XKk
B e e e 8 X% *¥% ——
E L 2]
dekk
e 13 Xk *k* ——
*Ex
E L
R e e e 11 %% L L 2] PTT ]
EL $
ik
e 42 *kx kXK ——
kX%
ik
B e 1 xxx e o~

*EE
L2 3]

Price

During the period for which data were collected, prices for unfinished casing and tubing
generally ranged between $450 and $1,000 per short ton and prices for unfinished drill pipe ranged
from $500 and $850C per ton for standard-weight and $950 and $1,150 for heavy-weight product.
Prices for finished casing generally ranged from $500 to $900 per short ton and prices for finished
tubing ranged between $650 and $1,100 per short ton. The prices for finished drill pipe (both
standard-weight and heavy-weight), however, generally exceeded $2,000 per short ton. Specific data
on pricing are discussed in greater detail in the section of this report entitied "Prices.”

Intermediate Products

In its preliminary views, the Commission invited parties to address the appropriateness of the
finished/semifinished analysis in examining the finished versus unfinished OCTG like product issue.™
Accordingly, the Commission requested information regarding unfinished and finished OCTG from
all questionnaire recipients. For purposes of information-gathering, the Commission defined finished
OCTG as those OCTG which are ready for use in an oil or natural gas well. For purposes of these
investigations, casing is considered to be finished if it has been heat treated (if needed) and threaded

* Views of the Commission, p. 14, fa. 37.
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and coupled; tubing is finished if it has been upset, heat treated (if needed), and threaded and
coupled; and drill pipe is finished if it has been upset (if needed), heat treated (if needed), and tool
joined. Conversely, unfinished OCTG are OCTG which are not ready for use in an oil or natural
gas well because one or more of the preceding operations has not been performed.

Uses

Threaders and processors” reported to the Commission that the single significant use for
unfinished OCTG was further finishing operations to prepare the product for subsequent drilling and
extraction applications.® Because QCTG are perceived as premium pipes, even unfinished OCTG
are rarely used for applications other than drilling for oil or natural gas.

Mar_kets

Unfinished and finished casing and tubing are frequently sold in the same market, even to the
same customers. According to questionnaire responses from OCTG purchasers, 24 of 38 distributors
purchased both unfinished and finished OCTG.”

Virtually all unfinished drill pipe is purchased by drill pipe processors. Once the drill pipe
has been upset (if needed), heat treated, and tool joined, it is sold to the same types of end users
(drilling contractors and turn-key operators) which purchase mill-finished OCTG.

Transformation Processes

Casing, tubing, and drill pipe undergo somewhat different levels of transformation during the
finishing process, Casing is simply heat treated and then threaded and coupled. Tubing is generally
upset first, then heat treated and threaded and coupled. Most drill pipe is also upset and heat treated
but then tool joints are welded onto drill pipe.

Characteristics and Functions

The physical characteristics of finished OCTG differ from those of unfinished OCTG based
on the changes made to the ends of the unfinished product to make it suitable for drilling and
extraction applications. As noted above, changes in the physical characteristics are least pronounced
in casing and most pronounced in drill pipe.* Unfinished OCTG have no function other than
transformation into finished OCTG.

7 “Threaders" are companies that thread or thread and couple casing and tubing. "Processors” are -
generally companies which heat treat OCTG (including drill pipe), although as used in this report, the term
"processor” also includes finishers of heavy-weight drill pipe, which is not heat-treated but does require
extensive machining. Some processors thread, couple, and heat treat OCTG as well.

# With a single exception, responding finishers reported no purchases of unfinished OCTG for purposes
other than processing/finishing such OCTG. One of 12 responding threaders noted that "we purchase non-
API, reject, and secondary OCTG, which we sell into the structural markets.” Processor/finishers’
questionnaires at 8. Additionally, 1 of 14 responding processors noted that it purchased OCTG for the
manufacture of pup joints (pipe which is shorter than standard length). Jbid.

® Purchasers’ questionnaires at 7.

% Some casing, tubing, and drill pipe are heat treated, a process which does not aiter the appearance of the
product but does establish the grade of the product. Additionally, heavy-weight drill pipe is literally machined
down (either wniformly or in a spiral pattern), leaving a raised center and ends.
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Valuve Added

The value added to OCTG by finishing operations varies widely, depending on the type of
product being finished, the weight per piece of the unfinished product, and the level and type of
finishing required by the customer. The different finishing procedures for casing, tubing, and drill
pipe have a direct bearing on the value of the finished product. Additionally, even products that
undergo the same finishing procedures may have noticeably different levels of value added on a per-
ton basis (the lower the weight per piece of unfinished OCTG product, the higher the value added
will be on a per-ton basis). Also, not all customers require fully-finished product. Finally, certain
finishers apply high-performance or patented finishes that command a premium in the market.

The Commission requested OCTG finishers to provide data on both their toll and non-toll
operations. Based on these data, the value added by the reporting non-toll processors in 1994 ranges
from *** to *** percent, and averages 32.2 percent. Including SG&A in the conversion costs
increases the average value added to 36.3 percent.” The value added by the reporting non-toll
threaders in 1994 ranges from *** to *** percent, and averages 21.8 percent. The value added is a
ratio of the conversion costs (labor and factory overhead) over total cost of goods sold. Therefore,
threaders that purchase unfinished OCTG and additional raw materials, such as couplings, may have
a relatively low value added. Including SG&A in the conversion costs increases the average value
added by threaders to 29.2 percent.™

THE DOMESTIC MARKET
Apparent U.S Consumption
Data concerning apparent U.S. consumption of OCTG were compiled from responses to
Commission questionnaires and from the official import statistics of Commerce.® To avoid double-

counting, consumption data do not include U.S. sales of refurbished OCTG.* * The data are
presented in table 2.

* Tolling operations by processors are not included in this calculation, since toll processors do not purchase
the unfinished OCTG. In 1994, the finishing fees charged by toll processors ranged from $*** per ton for
U.S. mills and $*** per ton for U.S. importers to $*** for U.S. distributors or end users.

* Toiling operations by threaders are not included in this calculation, since toll threaders do not purchase
the unfinished OCTG. In 1994, the finishing fees charged by toll threaders ranged from $*** per ton for U.S.
mills and $*** per ton for U.S. importers to $*** for U.S. distributors or end users.

¥ The U.S. industry data presented in this report are compiled from 16 reporting mills which account for
virtually all U.S. OCTG production, including all U.S. drill pipe production. Data for U.S imports of OCTG
from Argentina, Austria, Italy, Japan, Korea {excluding Hyundai Pipe), and Spain are based on the
questionnaire responses of companies which account for virtually all imports of subject OCTG from these
countries. Data for U.S. imports of OCTG from Mexico are compiled from Commerce’s official statistics, as
are data for U.S. imports from other (nansubject) couatries. In addition, questionnaire data from Hyundai Pipe
are included with data for other {nonsubject) countries. Consumption is calculated based on U.S. imports,
rather than U.S. shipments of imports, in order to exclude the value of finishing operations performed in the
United States on imported product.

* Sixteen of 43 distributors reported purchasing commercial quantities of refurbished OCTG. Data from the
14 companies able to provide data or estimates on their purchases of refurbished OCTG indicate that such
purchases increased from 48,508 short tons in 1992 to 52,054 short tons in 1993 and 52,245 in 1994.
Reported purchases fell from 14,673 short tons in Jan.-Mar. 1994 to 10,992 short tons in Jan.-Mar. 1995,

* However, consumption does include imports of used OCTG from Mexico in 1994, *+*
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Table 2

OCTG: U.S. shipments of domestic product, U.S. imports, by sources, and apparent U.S. consumption,

1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

$an.-Mar —
item 1992 _1993 1994 1994 1995
Quantity (short tons)
Producers’ U.S. shipments . . .. .. .. 1,052,661 1,492,631 1,394,128 314,424 365,702
U.S. imports from—
Argentina . ................ i iy *xk %% k%
Austria . .. ... ... ... *xx hd S o ks
taly .................... *x% ok *Ex X i
Japan . ... ... ..., 44 445 113,790 116,164 25,938 b
Korea (LTFV) . ............. i e *xx fudaad ki
Mexico ........... .. ..... 1,415 39,004 39,986 7,961 8,337
Spaim . .. .......... ..., .. g ke EE ok k%
Subtotal . ................ *xx bl & *xx %
Othersources . .. ............ %% *Ex xx *xk g
Total ................... 101,649 339,285 333,472 78.441 47,485
Apparent consumption . ...... 1,154 310 1 91 1,727 92.8 413,187
_Value (1,000 dollars)
Producers’ U.S. shipments ., . ..... 615,832 884,182 838,626 188,042 231,360
U.S. imports from—
Argentina . ............... b bl xx e ki
Austria . . ... ............. *ak b g rEx i
Imy ................. xx¥ xxk EXF E 3+ 14 2 ]
Japan . .. .. ... ... ... ... 48,095 97,520 97,782 20,666 *xx
KoIea (I‘TFV) ............ 12 3 ¥k Ak FARE L £ 1] *xx
Mexico ................. 818 20,091 18,558 4,133 3,756
Spain .................. xRE 1 3 ] xkE 2 2] riE
Subtotal ................ E S 1 3 kK xxkk EE 20 ¥k
Other sources . . ... ......... e k% xxx % *xx
Total . ................. 90,968 240937 229 140 51,138 34,091
Apparent consumption . ... .. 706,800 1,125,119 1,067,766 239,180 265,451

Note.—-Because of rounding, figures may not add to the totals shown.

Source: Compiled from data submitted in response to Commission questionnaires and from official statistics of

Commerce.
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In general, the demand for OCTG depends on the level of drilling activity, which is
determined by a number of factors, including the price of oil and gas.* Oil drilling activity in the
United States declined from 1991 to 1992, but increased in 1993 and most of 1994. An increase in
1993 for natural gas prices in response to two extremely cold winters on the East Coast encouraged
this increase in drilling activity (based on the average active rig count).” The very mild weather
during the most recent winter season led to a decline in drilling activity from the end of calendar
year 1994 through the end of the first quarter of 1995 (based on the average active rig count),” The
majority of U.S. drilling for oil and natural gas occurs in the southern and southwestern states and it
is in this area that the majority of U.S. OCTG distributors are located. Data on drilling activity,

measured in terms of the active rig count and in terms of feet drilled, are presented in figure 1 and
figure 2, respectively.

U.S. Producers
U.S. Mills

The Commission sent producers’ guestionnaires to 30 firms identified by the petitions and
industry directories as U.S. producers of OCTG. Sixteen firms, accounting for virtually all OCTG
production by mills in the United States, responded with data, and 13 confirmed that they produced
no OCTG between January 1992 and March 1995.” Table 3 presents each firm’s position on the
petitions, share of U.S. production in 1994, location of U.S. production facilities, and parent
company. The types of OCTG produced by each firm are presented in the following tabulation.

Firm ' Types of OCTG

Allied. . .......... Welded casing and tubing

Bellville .......... Welded casing and tubing

Carg& Hill ......... Welded casing

CF&I . ... ... ..., Seamless casing )

IPSCO ........... Welded casing and tubing

Koppel ........... Seamless casing, tubing, and drill pipe
Lone Star . .......,. Welded casing and tubing

LTV ... . ... .. Welded casing .

Maverick . .. ....... Welded casing and tubing

Newport .......... Welded casing )

North Star . . ....... Seamless casing and drill pipe

Quanex ........... Welded casing and tubing

Sawhill .. ......... Welded tubin

Timken ........... Seamless drill pipe

US. Steel . ........ Seamless casing, twbing, and drill pipe
USS/KOBE ........ Seamless andi welded' casing, tubing, and drill pipe

! USS/KOBE’s welded facility was idled indefinitely in 1992.

% Other factors that may affect demand for OCTG in the United States are the depth and drilling conditions
of the wells and level of inventories maintained by producers, importers, distributors, and end users.
Conference transcript, p. 91, and the 1993 10K Report of the NS Group.

¥ The increase was also stimulated, in part, by the elimination of the federal altemative minimum tax on
independent oil companies. Conference transcript, pp. 102-104.

* Total footage drilled, however, actually declined in 1994, as well as between Jan.-Mar. 1994 and
Jan.-Mar. 1995.

B ke,
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Table 3

OCTG: U.S. producers, positions on the petitions, shares of reported 1994 U.S. production, U.S.
production locations, and parent companies

. Share of Production Parent company

Firm Position production location and country
Percent
Allied . ........ EkE k! Liberty, TX Grinnell
Bellvilie . .. ... .. Petitioner - Bellville, TX Bellville
Camp Hill . .. .... ks ok McKeesport, PA Cam Hil
CF&B ......... ol *kx Pueblo, CO éon Steel
S IPSCO ......... Petitioner i Camanche, IA s IPSCO (Cana a)
Koppel ......... Petitioner wokk Ambridge, PA NS Group (US)
Lone Star .. ..... Petitioner ek Lone Star, TX Lone Star (US)
LTV .. =k ko Counce, TN LTV (US)
Maverick ....... Petitioner i Conroe, TX . Maverick (US)
Blytheville, AR
‘ Chesterfield, MO
Newport ........ Petitioner wEk Wilder, KY’ NS Grou SU S)
North Star . . ..... Petitioner bl Youngstown OH Cargill (’88
Q *kk FExKT g%?sholn’ Tx Q'I.l S)
wanex . ....... ellville anex
Sawhill . . .. ... .. *ax *kx Sharon, 1>A Armco (%]s
Timken ........ B *wx Canton, OH Timken
U.S. Steel ....... Petitioner *EK Fairfield, AL USX
USS/KOBE® . . . ... Petitioner xxx Lorain, OH USX S 5023
' Kobe (Japan (50))

Total ........ 100.0

T T .
: Th&se facilities were sold by Quanex to Bellville in Apr. 1993,
4 ek

‘NS '('.imu?l r.Earemt corporation of Koppel, acquired the former Babcock and Wilcox facilities in
Oct. 1990 and these facilities became operational in Feb. 1991. In addition, ***.

Mavenck’s facility in Union, MO, was closed and relocated to Blythevﬂle AR in 1993

: The joint venture between USX and Kobe was formed on July 1, 1989.
Source: Compiled from data submitted in response to Commission questionnaires.
U.S. Finishers®

There are currently about 12 active, independent establishments in the United States that are
certified by the API to heat treat casing and tubing to API specification 5 C/T (5 of which are also
certified to heat treat drill pipe to API specification 5 D) and 50 that are certified to thread or thread
and couple casing and tubing to API specification 5 C/T. There are also several firms which finish
heavy-weight drill pipe or which apply proprietary threads, neither of which require API cemﬁcanon
to API specifications 5 D or 5 C/T. These establishments are concentrated in Texas and Louisiana.”

“ The Commission indicated its intention to explore whether finishers or processors of unfinished OCTG
should be included within the definition of the domestic industry in terms of six factors: capital investment;
technical expertise; value added; employment; parts sourced in the United States; and other costs and activities.
Views of the Commission, pp. 16-17, fn. 45.

4 Fifteen threaders, 1 *** and 14 processors (including ***) responded to the Commission’s procmorsf
finishers’ questionnaires. Five threaders and 7 processors support the petition (the support of 2 processors is
conditional); 2 threaders and 2 processors oppose it; and the remainder of the responding ﬁrms choose neither
to support nor oppose the petition.
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According to the data received by the Commission, over three-quarters of the processing of
OCTG in the United States is performed on a toll basis. In 1994, eight companies reported toll
processing 330,418 short tons of OCTG, primarily for U.S. mills and secondarily for U.S.
importers. Also in 1994, four companies reported purchasing and processing *** short tons of
OCTG (divided nearly evenly between drill pipe and casing and tubing). The following tabulation
presents the identities of the U.S. processors, their positions on the petitions, shares of reported 1994

U.S. processing, shares of reported 1994 company purchases of unfinished OCTG from importers,
and outside ownership.

* * * * * * *

Nearly three-quarters of the threading activity in the United States is performed on a toll
basis. In 1994, seven companies reported toll threading 108,747 short tons of new OCTG, primarily
on behalf of U.S. distributors or end users.” Also in 1994, four companies reported purchasing and
end-finishing *** short tons of OCTG. The following tabulation presents the identities of U.S.
threaders, their positions on the petitions, shares of reported 1994 U.S. threading activity, shares of
reported 1994 company purchases of unfinished OCTG from importers, and outside ownership.

* * * * * * *

The most common source of capital investment noted by U.S. finishers was bank financing,
followed by domestic parent companies, foreign parent companies, and owner or private financing,
Smaller facilities with heat-treating capabilities reported capital investment of between $*** million
and $*** million, but the largest such facility reported a capital investment of $*** million.®
Threaders reported capital investment ranging between $*** million and $*** million.

The level of technical expertise involved in finishing activities varies greatly from firm to
firm, although the range is wider among companies which limit their activities to cold end finishing
(threading and/or coupling) than among firms which perform hot end finishing (upsetting) or body
finishing (heat-treating or machining). Firms with heat-treating capabilities for casing and tubing and
for drill pipe generally reported higher levels of technical expertise (frequently citing metallurgical or
engineering skills). Several threaders reported modest technical requirements (e.g., "a sixth-grade
education” or "trade school”), others reported moderate requirements (a general knowledge of API
requirements or inspection techniques), and a few reported stringent requirements (usually related to
research and development, computer use, design, or engineering).

Value added by finishers is discussed in the section of this report entitled "Value Added” and
employment levels are presented in the tabulation below (number of production and related
workers):*

Jan.-Mar. -
Finishers 1992 1993 1994 1994 1995
Processors . .. ... 886 1,161 1,190 1,202 1,205
Threaders ...... 385 350 399 330 320
Total . ....... 1,271 1,511 1,589 1,532 1,525

“ Many companies that are licensed to thread or thread and couple OCTG actually refurbish used OCTG
instead of, or in addition to, finishing new QCTG. Accordingly, many companies certified as API 5 C/T
threaders could not provide data limited to their finishing operations.

“ Drill pipe processors reported capital investment of between $*** million and $*** million.

“ Financial and employment data for threaders and processors are not included in datz presented for OCTG

throughout this report or in summary tables A-1 through A-3; such data are aggregated with data from U.S.
mills in summary tables A-4 through A-9.
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Finishers source few parts other than unfinished OCTG in the United States, primarily
couplings, thread protectors, or, for drill pipe processors, tool joints. The following tabulation
presents the parts (other than unfinished OCTG) sourced by finishers in the United States (in short
tons):

Jan . -Mar.—
Finishers 1992 1993 1994 1994 1995
Processors:
Couplings . . ... 1,459 1,652 1,867 1,396 1,439
Thread protectors E+ 5 ko Fakk ek E L 1
Tool jointsl e E 3 2] E =+ 3 E3 + 3 L= 3 3 k1 4
Threaders:
Couplings . .. .. 1.655 1.677 2,170 471 402
Total ...... 8,506 10,404 10,378 3,557 4,440

' Drill pipe processors’ reported purchases of imported tool joints ***,

There are no other reported costs or activities in the United States directly leading to the production
of OCTG.

U.S. Importers

The Comnnssxon sent questionnaires to 51 firms requesting information concerning U.S.
imports of OCTG.“ These firms were identified in the petitions as importers of the subject product®
or by Customs as importers of products falling within the same HTS numbers provided in the
petitions. Of the questionnaire recipients, 40 firms responded to the Commission’s request, although
not all of the responses were fully usable. Five firms indicated that they did not import OCTG, and
six firms did not respond to the Commission’s request. In these investigations, the import data
collected through questionnaire responses represent v1rtua11y all of the subject imports from
Argentina, Austria, Italy, Japan, Korea, and Spain.“ In addition, incomplete information was
received concerning U.S. imports of OCTG from Mexico and from nonsubject countries. Therefore,
this report presents questionnaire data for U.S. imports of the subject merchandise from Argentina,
Austria, Italy, Japan, Korea (excluding Hyundai), and Spain and official import statistics for U.S.
imports of OCTG from Mexico and from other sources (to which imports of OCTG from Korea by
Hyundai have been added).

Only one company imports OCTG from Austria: Voest-Alpine, which is wholly owned by
*Ek

Of the five companies which have imported OCTG from Italy since 1992, only *** reported

**  Three of the five importers of Italian OCTG ***.

Of the thirteen companies which have imported OCTG from Japan since 1992, *** reported

ownership by a Japanese parent company. For *** of those companies, the Japanese parent

“ The Commission also sent importers’ questionnaires to the 30 firms to which it sent producers’
questionnaires. Only one firm, ***, reported a small quantity of imports of OCTG from Canada.

% Several firms identified in the petitions as importers of the subject merchandise were not sent a
questionnaire because they could not be located.

“ Based on a comparison of questionnaire data with Commerce’s official statistics on imports for
consumption. The level of Japanese imports of subject OCTG were lower than Commerce’s official statistics,
due largely to the inclusion of OCTG with a chromium content of 10.5 percent or greater in Commerce’s data.
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company owned 80 percent or more of the U.S. importer. *** of the companies which import
OCTG from Japan import the products from other countries.

Of the seven companies which have imported OCTG from Korea since 1992, six reported
ownership by a Korean parent company or companies, with total ownership by Korean parents
ranging from *** to *** percent, ***.

Siderca, the only U.S. importer of OCTG from Argentina, is owned by Siderca International
of Curacao (*** percent), Industrial Investments, Inc., of Luxembourg (*** percent), and Sidertubes,
S.A. of Luxembourg (*** percent). In June 1993, Siderca International also purchased *** percent
of Tamsa S.A, one of two OCTG producers in Mexico and the parent company of the U.S.

.importer, Tamsa. No importer of Mexican OCTG other than Tamsa reported ownership by another
company. Finally, Tubos Reunidos, the *** importer of OCTG from Spain, is ***.

Most of the U.S. importers of OCTG are in Texas, primarily in the Houston area. Other
common office locations include California, New York, and New Jersey, while less common
locations include Alaska, Illinois, Louisiana, Michigan, Missouri, and Ohio.

CONSIDERATION OF ALLEGED MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

U.S. Production, Capacity, and Capacity Utilization

Data concerning U.S. capacity, production, and capacity utilization of OCTG are presented
in table 4. Capacity data reported were calculated based on firms operating from 80 to 168 hours
per week, 50 to 52 weeks per year.® Virwally all of the U.S. producers of OCTG have the
capability to produce other products on the same equipment and machinery that is used to produce
OCTG. These other products include line pipe, standard pipe, specialty tubing, structural tubing,
mechanical tubing, piling pipe, conduit hollows, and redraw hollows.

U.S. Producers’ Shipments

Shipments of U.S.-produced OCTG are presented in table 5. Most U.S. shipments reported
by U.S. mills consisted of open-market shipments to unrelated distributors.”

U.S. Producers’ Inventories

End-of-period inventories of OCTG held by U.S. producers are presented in table 6. Only
*** 1.S. mills, ***, did not hold inventories during the period for which data were collected. ***
described their OCTG production activities as "make-to-order.” The Commission also collected data
on end-of-period outstanding orders (or order backlogs) by U.S. mills, as presented in the following
tabulation (in short tons):

Jan.-Mar . —
1992 1993 1994 1994 1995
Backlog ...... 91,954 94,465 92,707 74,400 89,305

“ Most U.S. mills reported operating 80, 120, or 160 hours per week; 9 mills reported operating 50 weeks
per year, while 3 mills reported 51 and 3 reported 52 weeks per year.
# s reported shipments to ***,
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Table 4
OCTG: U.S. capacity, production, and capacity utilization, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan.-Mar.~—
Item 1992 1993 1994 1994 1995
Average-of-period capacity (short tons) 2,490,024 2,522,082 2,611,224 656,857 660,700
Production (shorttons) .......... 1,214,227 1,610,536 1,527,091 351,499 405,271
Capacity utilization (percent) ...... 48.8 63.9 58.5 53.5 61.3

-Source: Compiled from data submitted in response to Commission questionnaires.

Table 5

OCTG: Shipments by U.S. producers, by types, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995
Jan.-Mar.—

Item 1992 1993 1994 1994 1995

OQuantity (short rons)

Company transfers . . . .......... 0 0 0 0 0

Domestic shipments .. .. ........ 1.052.661 1,492 631 1,394.12 314 424 365.7
Subtotal . ................. 1,052,661 1,492,631 1,394,128 314,424 365,702

Exports ................... 175,488 85.901 140.919 14,411 22.325
Total .. ....... ..., 1.228.14 1,578,532 1,535,047 328,83 27

Value {7,000 dollars}

Company transfers . . . . ......... 0 0. 0 0 0

Domestic shipments .. .......... 615.832 884.182 838.626 188.042 231,360
Subtotal . ................. 615,832 884,182 838,626 188,042 231,360

EXpOrts . . - v vececnianan .. 109,546 49.534 81.152 8.332 14,290
Total .. ... 725.378 933716 919.778 196,374 245.650

Unit value {per short ton)

Company transfers . . . .......... o)) (6N ) 6 W

Domestic shipments . ........... $585.02 592.36 601.54 98.05 632.
Average . ... .............. 585.02 592.36 601.54 598.05 632.65

EXpOItS - . o v v v it i e e 624.24 576.64 575.88 578.17 640.09
Average . ......... ... 590.63 591.51 599.19 597.18 633.07

! Not applicable.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 6
OCTG: End-of-period inventories of U.S. producers, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan. -Mar —
Item 1992 1993 1994 1994 1995
Quantity (shorttons) ........... 165,360 197,234 189,278 219,898 206,522
Ratio to production (percent) . ... .. 13.6 12.2 12.4 15.6 12.7
Ratio to U.S. shipments (percent) . . . . 15.7 13.2 13.6 17.5 14.1
Ratio to total shipments (percent) . . . . 13.5 12.5 12.3 16.7 13.3

Note.—Part-year inventory ratios are annualized.
Source: Compiled from data submitted in response to Commission questionnaires.
U.S. Empleyment, Wages, Compensation, and Productivity

Data on U.S. employment, wages, and productivity are presented in table 7. Five U.S.
OCTG mills (***) indicated that their production and related workers do not have union
representation. The remainder of the U.S. producers’ employees are currently represented by the
United Steelworkers of America. The production and related workers that produce OCTG in the
United States are also employed in the production of other products produced at the OCTG
manufacturing facilities.

Financial Experience of U.S. Producers

Sixteen producers representing about *** percent of 1994 U.S. production of OCTG
provided financial information for their operations on OCTG.* Data for North Star, accounting for
*** percent of production in 1994, were verified by the Commission’s staff. As a result of the
verification, North Star changed the originally reported data for capacity, inventories, shipments,
employment, overall establishment operations, operations on OCTG, capital expenditures, property,
plant, and equipment, and sales prices to U.S. distributors. Data for U.S. Steel, accounting for ***
percent of production in 1994, were also verified by the Commission’s staff. As a resuit of the
verification, U.S. Steel changed the originally reported data for property, plant, and equipment, and
sales prices to U.S. distributors. Importers’ data for Siderca and TAD were verified by the
Commission staff. No exceptions were found. '

Operations on OCTG

Income-and-loss data for U.S. producers’ operations on OCTG are presented in table 8.*

50 ek

% The componeats of cost of goods sold (raw material, direct labor, and other factory costs) are not
presented because:
1. Depending on the companies’ production process and accounting methods, the components may not
be comparable.
2. Some of the companies account for costs by process center to arrive at cost of goods sold. For the
questionnaire response, the companies accumulated the amounts for raw material and direct labor, and
subtracted the total from cost of goods sold to arrive at other factory costs. ***,

3. we
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Table 7

Average number of total employees and production and related workers in U.S. establishments wherein
OCTG are produced, hours worked,' wages and total compensation paid to such employees, and hourly
wages, productivity, and unit production costs,’ by products, 1992-94, Jan.-Mar. 1994, and Jan.-Mar.
1995

Jan.-Mar.—
Item 1992 1993 1994 1994 1995

Number of employees

Allproducts . . . .............. 18,829 15.052 15,183 14,926 15.283
Number of production and related
workers (PRWs)

[ i C 2,286 3,143 2,991 2,817 | 3,069
All products . R 10.821 11,789 12,028 11,749 12.211
Hours worked by PRWs (I hours
OCTG ... ... 0. 5,145 6,904 6,379 1,498 1,677
Allproducts . . . .............. 23 388 25.756 26_565 6612 7.039
Wages paid to PRWs (1,000 dollars)
OCTG ..... . . 80,046 113,693 106,724 23,646 29,392
Allproducts . . . ........... S 404.298 467.502 501,048 118.087 137.309
: Total compensation paid to PRWSs
: 1.000 dollars)
OCTG ....... ... iuunnun - 107,132 145,391 139,052 30,803 37,546
Allproducts . . . ... .. ...... ... 543,506 601,293 660.561 159.455 178,568
Hourly wages paid to PRWs
OCTG .... ... i, $15.56 $16.47 $16.73 $15.79 $17.53
Allproducts . . ... ............ 17.29 18.15 18.86 17.86 19.51
Hourly total compensation paid to PRWs
OCTG .......cci ... $20.82 $£21.06 $21.80 $20.56 $22.39
Allproducts . . . .............. 2324 2335 24.87 24.12 25.37
Productivity (short tons per 1,000 hours
OCTG . ... i ie e 236.0 233.3 2304 234.6 241.7
Unit iabor costs (per short ton)

OCTG ... it $88.23 °~  $90.27 $91.06 $87.63 $92.64

_ Includes hours worked plus hours of paid leave time.
? On the basis of total compensation paid.

Note.—Ratios are calculated using data where both comparabie numerator and denominator information
were supplied.

Source: Compiled from data submitted in response to Commission questionnaires.

11-23



Table 8

Income-and-loss experience of U.S. producers on their operations producing OCTG, fiscal years

1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995'

Jan.-Mar.—-
Item 1992 1993 1994 1994 1995
Quantity (short tons)
Netsales................ 1,203,933 1,503,832 1532544 3290915 388,097
Value (7,000 dollars)

Netsales .. ......cconuno.- 707,059 937,448 918,030 196,393 245,617
Costofgoodssold . . ........ 738,333 - 940,564 _ 928 213 203,645 242 391
Gross profitor (Joss) ........ (31,274) (3,116) (10,183) (7,252) 3,226
Selling, general, and

administrative expenses . .. .. 39,245 39.867 35.724 8,975 10,125
Operating income or (loss) .. . .. (70,519)  (42,983) (45,907) (16,227) (6,899)
Interest expense . .......... o Fk il *kx *kx
Ot.her expense ........... E 22 3 HRE R Kk *xx¥ X%k
Other income items ......... i Fx* i it g
Net income or (loss) before

incometaxes ........... (90,075)  (59,789)  (62,283) (20,427)  (10,514)
Depreciation and amortization . . . 54.263 60,686 58.186 13,572 13,877
Cashflow® .............. (35.812) 897 (4.097) (6,855) 3,363

Ratio to net sales (percent)

Costofgoodssold . . ........ 104.4 100.3 101.1 103.7 98.7
Gross profitor (foss) . ....... (4.4) (0.3) 1.1) (3.7) 1.3
Selling, general, and .

administrative expenses . . . . . 5.6 43 39 4.6 4.1
Operating income or (loss) . . . . . (10.0) (4.6) 5.0 (8.3) (2.8)
Net income or (loss) before

income taxes ........... (12.7) (6.4) (6.8) (10.4) (4.3)

Number of firms reporting

Operating losses . . ......... xkk *E *kx Eokk R
Netlosses ............... g b *k% ok bl
Data ................. ¥k *k% X E £ 13 *xxk

! All 16 responding producers provided data. ***.
% Cash flow is defined as net income or loss plus depreciation and amortization.

Source: Compiled from data submitted in response to Commission questionnaires.

11-24



Net sales values and quantities increased substantially from 1992 to 1993, decreased slightly in 1994
but then increased for interim 1995 compared to interim 1994, The companies incurred combined
operating losses in each period. As shown in tabie 9, the average net sales value per-short-ton
increased in each comparative period. Selected data by firm are presented in table 10. **** was the
only ***,

Tabie 9

Income-and-loss experience (on a per-short-ton basis) of U.S. producers on their operations
producing OCTG, fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995'

{Per short ton)
Jan -Mar —

‘Item 1992 1993 1994 1994 1995
Netsales . ............... $587.29  $588.17  $599.02  $505.28  $632.88
Cost of goods sold . . ... ..... 61327 590.13 605.67 617.27 __ 624.356
Gross profit or (loss) ........ (25.98) (1.96) (6.64) (21.98) 8.31
Selling, general, and

administrative expenses . . . . .. 32.60 25.01 23.31 27.20 26.09
Operating income or (loss) . . ... ~ (58.57) (26.97) (29.95) (49.19) (17.78)

' All 16 responding producers provided data.
Source: Compiled from data submitted in response to Commission questionnaires.

Table 10

Income-and-loss experience of U.S. producers on their operations producing OCTG, by firms, fiscal
years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

E * E 3 * * * *
Investment in Productive Facilities
The value of property, plant, and equipment for the U.S. producers are presented in table 11.

Many of the producers use the same equipment to produce other products and were unable to provide
a clear separation by product. '

2 sjoreak
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Table 11 .

Value of property, plant, and equipment (fixed assets) of U.S. producers used in the production of
OCTG, fiscal years 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

(1,000 dollars)

As of the end of fiscal vear— As of Mar. 31—
Ttem 1992 1993 1994 1994 1995
Origmmal cost . ............ 1,152,750 1,146,999 1,156,066 1,131,796 1,161,520
Bookvalue .............. 578,951 529,152 468,112 498,768 457,511

' The producers are ***.
Source: Compiled from data submitted in response to Commission guestionnaires.
Capital Expenditures

The capital expenditures for OCTG as reported by the U.S. producers are shown in the
following tabulation (in thousands of dolars):

Jan.-Mar.—
Item 1992 1993 199 1994 1995
Capital expenditures . . ....... 33,514 20,806 22,068 5,504 wrE

The producers are ***,
Research and Development Expenses

The U.S. producers’ research and development expenses for OCTG are presented in the
following tabulation (in thousands of dollars):

Jan.-Mar.~
Item 1992 1993 1994 1994 1995
Research and development . ... 722 618 645 123 149

The producers are ***,

Capital and Investment

The Commission requested U.S. producers to describe any actual or potential negative effects
of imports of OCTG from Argentina, Austria, Italy, Japan, Korea, Mexico, and/or Spain on their
firms’ growth, investment, and ability to raise capital or development and production efforts
(including efforts to develop a derivative or more advanced version of the product). Their responses
are shown in appendix D.
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CONSIDERATION OF THE QUESTION OF THREAT OF MATERIAL INJURY
TO AN INDUSTRY IN THE UNITED STATES

The Commission analyzes a number of factors in making threat determinations (see 19
U.S.C. § 1677(7)(F)(1)). Information on the nature of the subsidies is presented in appendix B of
this report; information on the volume and pricing of imports of the subject merchandise is presented
in the section entitled "Consideration of the Causal Relationship Between Imports of the Subject
Merchandise and the Alleged Material Injury;" and information on the effects of imports of the
subject merchandise on U.S. producers’ existing development and production efforts is presented in
the section entitled "Consideration of Alleged Material Injury to.an Industry in the United States.”
Information on inventories of the subject merchandise; foreign producers’ operations, including the
potential for "product-shifting;" any other threat indicators, if applicable; and any dumping in
third-country markets, follows.

U.S. Importers’ Inventories of OCTG

U.S. importers’ end-of-period inventories of OCTG are presented in table 12. Data reported
by importers indicate that end-of-period inventories of OCTG from all sources other than Spain ***.

Several firms reported holding inventories of OCTG from subject countries on U.S. soil but
outside the customs area of the United States in FTZs during the period for which data were
collected.® The data reported are presented in the following tabulation (in short tons):

Dec. 31— Mar. 31—
1992 1993 1994 1994 1995
Argentina‘ e i kK *kk wwk kX
Japan® ....... *xE XK *kk *Ek Tk
Total ....... = = = T -
1 ok
2 Fak

U.S. Importers’ Current Orders

The Commission asked questionnaire recipients if they had imported, or arranged for the
importation of, OCTG from the countries subject to investigation for delivery after March 31,
1995.% As of April, ***. Importers of OCTG from Japan had arranged for the delivery of ***
short tons in the second quarter of 1995, *** short tons in the third quarter, and *** short tons in
the fourth quarter.® Importers of OCTG from Korea had arranged for the delivery of *** short tons
after March 31; however *** short tons were to be imported from ***. Importers had arranged for
the delivery of *** short tons from Argentina, *** short tons from Mexico, and ***,

® In addition, *** held *** tons in bonded warehouses in 1992 and *** tons in 1993.
* Ymporters® questionnaire at 7,
“ The vast majority of these orders were for ***,
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Table 12

OCTG: End-of-period inventories of U.S. importers, by sources, 1992-94, Jan.-Mar. 1994, and
Jan.-Mar. 1995

Jan -Mar. —
Item 1992 1993 1994 1994 1995
Quantity (short tons)
Argenﬁna ................. E 2 3 dcakk Exk E £ 3 k3t
AUSIA . . v v v e e e e e e *kx b *xE *xH *Hk
Ita]y .................... L2+ ek *akk kki gk
Japan . ... ... oLl 55,414 55,772 52,606 50,338 38,916
k £+ 3 E £+ E+.4 3 E .+ ek
Moo LD e ae e e e
Spain ..................... b il s K *H*
Subtotal .. ................ 92,330 92,331 86,579 85,898 62,952
Other SOUFCES . . . . . v @ v v et v w 12.842 31,188 29.906 29.380 39,315
Total . . .. . ... 105.172 123,519 116,485 115,278 102,267
Ratio to imports (percent)
Argentina .................. *xx b *kk *ikk *¥%
Austria . ... ... .. e *xk *kk *x* *xx *x*
Imly ..................... L+ 34 k£ 2 ] #kk L3 T kA X
Japan . .. .. .. .. .. ... ... 1247 49 6 453 48.5 *E*
Korea (LTFV) _______________ *xk & k% k% xkk *kk
J.% (=5 < 10+ J Rl b R *xk *x¥
spain __________________ S Ed £ X% *Akk ik XEX
Average ................. Xk E S £ 1 E 3 .+ ] Rk EEE
Othersources . .. .....«.c..v ... *E* F*x iiag s it
Average ...... e e 101.1 36.9 38.3 38.9 54.4
Ratio to U_S. shipments of imports (percent)

Argentjna __________________ ek *xEx i sk HEX
Austl'ia .................. E S 3 *¥X E 2 £ 4 ¥k L2 1]
Italy ..................... E s 1 4 L+ ES 14 L3 XK
Japan . . . ... ... L. 87.9 49.9 44 .4 40.6 68.3
Korea (I_TFV’) ............... ik Lt 34 E 13 . sk ek
Mexico . . vt vt e e e *Ex %k hhd & bl
Spain . .. ...... ... *EH *k% il *ak i
Average ..............0.... : 69.9 34.4 35.7 33.1 533
Othersources . . ........cuvun.. 357 61.6 455 51.9 56.4
Average .................. 62.6 38.8 37.8 36.4 545

" Positive figure, but less than significant digits displayed.

Note.-- Ratios are calculated using data where both comparable numerator and denominator information
were supplied. Part-year inventory ratios are annualized.

Source: Compiled from data submitted in response 10 Commission questionnaires.
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Ability of Foreign Producers to Generate Exports and
the Availability of Export Markets other than the United States

Data for the industries producing OCTG in Argentina, Austria, Italy, Japan, Korea
(excluding Hyundai Pipe), Mexico, and Spain are provided in tables 13-19. Data for drill pipe and
for OCTG excluding drill pipe are presented in appendix E. A discussion of the industry in each
country is provided below and on the pages following the tables.

Argentina

The industry producing OCTG in Argentina consists of two companies: Siderca S.AIC. (2
producer of seamless casing, tubing, and standard-weight drill pipe) and Tubhier (a producer of
welded casing).® In Siderca S.A.1.C.’s most recent fiscal year, OCTG accounted for *** percent of
the company’s total sales; much of the remainder was accounted for by sales of line pipe and
standard pipe produced on the same equipment and machinery used to produce OCTG.” Siderca
S.A.LC. reported that its principal OCTG export markets other than the United States are *** -

Austria

Voest-Alpine Kindberg, a seamless casing and tubing producer, is the only mill producing
OCTG in Austria. The company is currently wholly owned by the state-affiliated Austrian Industry
Corp., but is scheduled to be privatized later this year. In its most recent fiscal year, OCTG
accounted for *** percent of the company’s total sales; the remainder was accounted for by sales of
quality pipes and hollows produced on the same equipment and machinery used to produce OCTG.”
The principal OCTG export markets other than the United States for Austrian OCTG are Eastern
Europe and China.*

Italy

The industry producing OCTG in taly consists of two companies: Dalmine, a seamless
casing and tubing producer, and Arvedi, a welded (full-body normalized) tubing producer. In their
most recent fiscal years, sales of OCTG accounted for only *** percent of total sales for Dalmine
and *** percent for Arvedi. Both companies produce a variety of products on the same equipment
and machinery used to produce OCTG (line pipe, standard pipe, pressure pipe, and mechanical
tubing for Dalmine and gas and water pipe, mother shells, mechanical tubes, coated pipe, boiler
tubes, and other applications for Arvedi).”* Arvedi reported ***; Dalmine reported that its principal
OCTG export markets other than the United States are ***.

% The Commission received data from Siderca, which accounts for the vast majority of OCTG production in
Argentina and OCTG exports from Argentina to the United States (*** and *** percent, respectively), but not
Tubhier.

7 The combined capacity of Siderca S.A.I.C.'s small-diameter seamless pipe production lines is *** metric
tons (*** short tons). Siderca S.A.LC. estimates that near one-half of this capacity cannot be, or is unlikely to
be, used to produce OCTG, while the remaining portion could only be used to produce unfinished (green)
plain-end tubing. Argentine posthearing brief, pp. 34.

® Voest-Alpine reported that it had *** in response to environmental constraints mandated by the
Government of Austria.

¥ Hearing transcript (public version), p. 229, testimony of Fritz Oberreiter, Controller, Voest-Alpine
Kindberg.

® Dalmine noted that ***, Italian posthearing brief, app. 1, pp. 1-8.
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Table 13

OCTG: Argentine capacity, production, inventories, capacity utilization, and shipmeats, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and
projected 1995-96

Table 14

OCTG: Austrian capacity, production, inventories, capacity utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mer. 1995, and
projected 1995-96

Table 15

OCTG: halian capacity, production, inventories, capacity utilization, and shipments, 1992-94 Jan.-Mar. 1954, Jan.-Mar. 1995, and
projected 1995-96

Table i6

OCTG: Japanesc capacity, production, inventories, capacity utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, end
projected 1995-96

: Jan.-Mar.— Projected—
Item 1992 1993 1994 1964 1995 1995 1996
Quantity (short tons)
Capacity .- -« oocvvimnivanaa, 1,279,801 1,255,867 1,170,465 351,160 230,565 1,100,013 1,093,966
Production - » « =« v v cv oo v u .. 1,105,919 1,145,688 1,039,974 323,369 214,708 1,006,478 1,002,519
End-of-period inventories . . . ...... 173,776 174,600 122,068 186,030 137,136 92,038 72,482
Shipments:
Homemarket . .............. 12,187 10,203 17,982 1,925 3,309 17,822 17,757
w— : .
The United States . .......... 49,427 120,610 107,877 22,345 4,453 91,686 91,408
All other markets .. ......... 1,055.502  1.014.051 6,647 287,669 191,874 927,000 912 910
" Totalexports .. ........... 1,104,929 1,134,661 1.074.524 310,014 196,327 1.018.686 004,318
Total shipments . ......... 1,117,116 . 1,144 864 1,092,506 311,939 195 636 1.036,508 ,022.075
Ratios and shares (percens)
Capacitywtilization . .. .......... 86.4 91.2 88.9 92.1 93.1 91.5 91.6
Inventories to production. . .. ...... 15.7 15.2 11.7 14.4 16.0 8.1 7.2
Inventories to all shipments . . . .. ... 15.6 15.3 11.2 149 17.2 8.9 7.1
Share of total quantity of shipments:
Homemarket ............... 1.1 9 1.6 b 1.7 1.7 1.7
s to—
The United States . .......... 4.4 10.5 9.9 72 22 8.8 8.9
All other markets . .......... 94.5 88.6 88.5 92.2 96.1 89.4 89.3

Note.— Ratios are calculated using data where both comparable numerator and denominator information were supplied. Pari-year inventory
ratios are annualized.

Source: Compiled from data submined in response to Commission questionnaires.

Table 17

OCTG: Korean (excluding Hyundai Pipe) capacity, production, inventories, capacity utilization, and shipments, 1992-94, Jan.-Mar. 1994,
Jan.-Mar, 1995, and projected 199596

Table 18

OCTG: Mexican capacity, production, inventories, capacity ulilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and
projected 1995-96

Table 19

OCTG: Spanish capacity, production, inventories, capacity utilization, and shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and
projecied 1995-96
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Japan

The industry producing OCTG in Japan consists of five companies, four of which
(representing virtually all OCTG production in Japan) provided data to the Commission:* Kawasaki
(a seamless and welded (seam annealed) casing, tubing, and standard- and heavy-weight drill pipe
producer); NSC (a seamless and welded (seam annealed) casing, tubing, and standard-weight drill
pipe producer); NKK (a seamless and welded (seam annealed) casing, tubing, and standard-weight
drill pipe producer); and Sumitomo Metal (a seamless, welded (full-body normalized and seam
annealed) casing and tubing producer). OCTG accounts for only a small portion of each company’s
total sales.® Each of these companies also produces other seamless and welded tubular products on
the same equipment and machinery used to produce OCTG.® The Japanese mills reported that their

principal OCTG export markets other than the United States are Asia (notably China), the former
- Soviet Union, the Middie East, Europe, Canada, South America, and Africa.

Korea

The industry producing OCTG in Korea currently consists of four companies: Dongbu (a
producer of welded (seam annealed) tubing); Hyundai Pipe (a producer of welded (seam annealed)
tabing); Pusan Steel (a producer of welded (full-body normalized and seam annealed) casing and
tubing); and Union Steel (a producer of welded (seam annealed) tubing). ***. QCTG accounts for
only a small portion of each company’s total sales.* Each of these companies also produces other
welded tubular products (primarily line pipe and standard pipe) on the same equipment and
machinery used to produce OCTG. The Korean mills reported that their principal OCTG export
markets other than the United States are China and Canada.

Mexico

The industry producing OCTG in Mexico consists of two companies: Tamsz (a producer of
seamless casing, tubing, and standard-weight drill pipe) and Hylsa (a producer of welded (full-body
normalized) tubing). In Tamsa’s most recent fiscal year, OCTG accounted for *** percent of the
company’s total sales; the remainder was accounted for by sales of line P,i}’e and standard pipe
produced on the same equipment and machinery used to produce OCTG.® In Hylsa’s most recent
fiscal year, OCTG accounted for *** percent of the company’s total sales. The company also
produces line pipe, standard pipe, and conduit on the same equipment and machinery used to produce
OCTG. Hylsa reported ***; Tamsa reported that its principal OCTG export markets other than the
United States ***.

¢ The Commission received no information from the U.S. Embassy in Tokyo regarding the operations of
€ Casing from Japan (4-1/2 - 11-3/4 inches O.D. inclusive) has been subject to a price undertaking with
Canada since 1986. ‘

® Capacity for the various Japanese producers fluctuated in part because of shifting product mix, both in
terms of differing sizes of OCTG and in terms of varying production of OCTG and other tubular products on
the same equipment. In addition, during the period for which data were collected, ***. Finally, ***,

® Casing from Korea (4-1/2 - 11-3/4 inches O.D. inclusive, grade J-55) has been subject to a price
undertaking with Capada since 1986.

© Tamsa projected ***.
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Spain

The industry producing OCTG in Spain currently consists of one company: Tubos Reunidos
(a producer of seamless casing and tubing). In Tubos Reunidos’ most recent fiscal year, OCTG
accounted for *** percent of the company’s total sales; much of the remainder was accounted for by
sales of line pipe, mechanical tubes, boiler and furnace tubes, and hollows for cold-drawing produced
on the same equipment and machinery used to produce OCTG.® Tubos Reunidos reported that its
principal OCTG export markets other than the United States are ***,

CONSIDERATION OF THE CAUSAL RELATIONSHIP BETWEEN IMPORTS OF
THE SUBJECT MERCHANDISE AND THE ALLEGED MATERIAL INJURY

U.S. Imports

~ U.S imports of OCTG are presented in table 20. Between January 1992 and March 1993,
imports of OCTG entered the United States through 27 different customs districts. By far the most
important of these districts, however, were Houston-Galveston, TX (accounting for 79.0 percent of
all such imports); Anchorage, AK (11.3 percent); New Orleans, LA (4.0 percent); and Los Angeles,
CA (2.8 percent).”

Cumulation Considerations

In assessing whether imports compete with each other and with the domestic like product, the
Commission has generally considered four factors: fungibility; presence of sales or offers to sell in
the same geographical markets; common or similar channels of distribution; and simultaneous
presence in the market.

Fungibility
Interchangeability

Questionnaire respondents were asked whether domestically produced OCTG products are
interchangeable in use with similar imported products from Argentina, Austria, Italy, Japan, Korea,
Mexico, and Spain, and whether quality differences between domestic OCTG and imports have any
effect on sales. In all cases the producers either stated that the domestic and imported OCTG -
products are interchangeable or said that they lacked the information to answer the question. No
producer said that quality differences between their products and imports had any effect on sales.
**%¥ stated that the vast majority of its own products and competing imported products meet API
standards.

“ Tubos Reunidos reported *+*,
“ Data regarding imports by customs districts are based on Commerce’s official statistics.
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Table 20

OCTG: U.S. imports, by sources, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan. -Mar. -~
Source 1992 1993 1994 1994 1995
Quantity (short tons)
Argentina . ................. *ak *xk i ke *xE
Austriz . . . .. ... ... w0k xk i *kx *5x
Italy ..................... xE* E 3 2 ] £ 3 £ 3 E £33
Japan . . . ... 44 445 113,790 116,164 25,938 *kx
Kﬂtea (LTFV) ............... dakk sk ek k% k%
Mexico ... ... ... 1,415 39,004 39,986 7,961 8,337
Spain . ....... .. ., il **x xx haini k¥
Subtotal .................. *Ex x*x bt *xk *xE
Other SOUTCES & . v v v e v o e e e e b3 3 *kxk EaRk L3 £ ERx
Total ........ .. ... 10].649 339285 333,472 78.441 47.485
Value (1,000 dollars)
Argentina ., . ................ ki *EX X *Ex *kx
Austria . . ... ... ... ... **E *kk b *Ex **x
Ialy ..................... *xF *xk *E* *dx **x
Japan ... ..., ... ... ... ..., 48,005 97,520 97,782 20,666 *xE
Korea LTFV) . .............. ‘ *XE *HH EE% xE% xE*
MexicO .. ....co v v ieiii . 818 20,091 18,558 4,133 3,756
sPain ..................... REx *xEX xR REX L3t
Subtotal .................. bt *kk b **% *x
Othersources . . .............. % ¥ Ex %% i
Total ......... ..o o... 90,968 240,937 229.140 51,138 34.091
Unit value (per short ton)
Argentina . ................. i *Ex *Ex s **E
Austria . . .................. *RE *xx *EE rE Ex
Italy ..................... kxk kx¥ wEx KEX *xEkx
Japan . .. .... ... ... ........ $1,082.12 $857.02 $841.76 $796.75 xx
Korea LTFV) .. ............. %% - proem %% *x*
Mexico . . ..o it 577.93 513.90 464.12 519.11 $450.56
Spain ..................... E S 13 ¥ wkx xEX E £ 5
Avetage .................. % L 4 *Ex b X+ Ex
Othersources . . .............. *xx hoaa i *xx ek
AVErage ... .. ... ..., 894.93 710.13 687.13 £651.93 717.94
Continued on the following page.
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Table 20 — Contimued
OCTG: U.S. imports, by sources, 1992-94, Jan.-Mar. 1994, and Jan.-Mar, 1995

Source : 1992 1993 1994 1994 1995

Share of total quantity (percent)

Argentina .................. **x * Ak *dx - —
Austria . . ... .. ... . . .. *kk *%* *kk EE 2] X%
Ialy .......... ... ... ..., ek *kH xkk =%k rxx
Japan . . .- . ..o 43.7 33.5 34.8 33.1 b
Korea LTFV}y .. ............. i i xxx Xk Xk
Mexico . . . . . v i it e e 1.4 11.5 12.0 10.1 17.6
Spain . .......... ... o adeid * %k *%% *xk *xk

Subtotal . ................. *xx s vy wE* pris
Othersources . .. ............. *kx % *kk %% -

Total . ......... ... ... ..... 100.0 100.0 100.0 100.0 100.0

Share of total value {(percent)

Argentina .................. X% i ¥ *Ex -
Austria . . ... ... .... P *kok *Ek *xx % e
taly ..................... *xx xxk *x¥ xxe xx%
Japan . . ... ... ... ... 52.9 40.5 427 40.4 b
Korea LTFV) ............... *xx *x¥ £xx % -
Mexico . . - oo v i i, ) 8.3 8.1 8.1 11.0
Spain . ......... ... ... k% Ekx *%% . k%
Subtotal .................. ¥k x&* wwx xkE P
Othersources .. .......c.-.... s %k i xxx k%
Total .. ... ... ... 100.0 100.0 100.0 100.0 100.0
' Not applicable.

Note.—Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from
the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official statistics of
Commerce.
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In contrast to U.S. producers, responses by importers varied widely. In the majority of
cases firms said that the OCTG items that they import are not interchangeable in use with similar
products produced in the United States or with other imports. In fact, 17 of the 21 importers that
responded to the question concerning interchangeability of imports said that the OCTG products from
Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain are not interchangeable with each other.
*** argued that the quality of their products is generally superior to U.S.-produced OCTG and that
they have lower reject rates. They also frequently argued that they offer niche products with special
features and that the products are in size ranges that are not available from U.S. producers. *** also
argued that they offer superior and/or specialized products that are often not available from U.S.
producers. However, ¥** stated that the OCTG products that it imports from *** are inferior in
quality to similar U.S.-produced products.

Overall, the majority of purchasers that compared OCTG from the United States, from
Argentina, Austria, Italy, Japan, Korea, Spain, and Mexico, and from other countries in terms of
similarity of end uses reported that products from these countries tend to be good or at least
moderate substitutes for each other. However, imports from Austria, Korea, and Spain were cited
fairly often as being poor substitutes in similarity of end uses for one or more countries.
Questionnaire data and purchaser responses indicate that the product range available from these
countries is more limited than from other import sources.

Specialty products

The Commission requested all parties to provide a detailed list of all niche or specialty
products and collected data on every product in the form in which it was submitted.® The data
collected by the Commissjon are summarized in public form below; confidential data appear in
appendix F.

Completely unfinished seamless tubing products® represent a small portion of the overall
tubing market., All commercial U.S. shipments of product within this category were shipments of
imports, primarily from Spain and secondarily from countries not subject to investigation, with minor
participation by imports from Argentina.

Most of the high-performance specialty products for which data were collected were
produced either in Japan or in the United States. U.S. shipments of extremely high sour resistance
casing or tubing™ were primarily from Japan and secondarily from the United States, with some
representation of product from Argentina and from countries not subject to investigation. U.S.
shipments of high-yield-strength resistance casing or tubing” were dominated by product from the
United States, with some representation of product from Japan. U.S. shipments of qualified high
quality casing or tubing™ were primarily from Japan in 1992 but thereafter were divided between

® The Commission alerted parties to its intention to gather such data at the close of its preliminary
investigations. Views of the Commission, pp. 26-27, fn. 89,

® Seamless J-55 tubes (special chemistry), with carbon and alloy content necessary to make them
upgradeable by quenching and tempering to API grades N-80, 1.-80, or P-110; and seamless N-80 tubes
(special chemistry), with carbon and alloy content necessary to allow them to be normalized without quenching
and tempering, with O.D.s of 2-3/8, 2-7/8, and 3-1/2 inches.

™ Casing or tubing, regardless of the type of end finish and regardless of its wall thickness, having
threshold stress of not less than 85 percent of its specified minimum yield strength under NACE TM-01-77
Method A or critical stress value of not less than 10 under Shell Type Bent-Beam Method.

™ Casing or tubing, regardless of the type of end finish and regardless of its wall thickness, having a
mininum yield strength of more than 125,000 psi.

® Casing or tubing, regardless of the type of end finish and regardless of its wall thickness, meeting certain
specifications issued by Mobil or Shell.
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product from Argentina, the United States, Japan, and countries not subject to investigation. U.S.
shipments of heavy wall casing or tubing” fluctuated over the period for which data were collected,
with heavy representation of Japanese product during the peak year of U.S. consumption and mixed
participation by product from Japan, countries not subject to investigation, and the United States
during other portions of the period for which data were collected.

U.S. shipments of unfinished drill pipe are primarily of product produced in the United
States and secondarily of product produced in Argentina and Mexico. There are also U.S. shipments
of unfinished drill pipe from Japan.™ Japan is the only high-volume source of mill-finished drill pipe
in the United States.”™

Virtually all OCTG marketed in Alaska is produced in the United States or in Japan. U.S.-
produced product constitutes the majority of both the critical service™ and the noncritical service
portions of the Alaskan market, while Japanese OCTG has a more noticeable presence in the critical
service portion.

Seamless and welded OCTG

When asked whether seamless and welded OCTG products can be substituted for each other,
26 of 34 purchasers that responded to the question stated that they are substitutable, at least in some
applications such as drilling in shallow wells. However, purchasers frequently qualified their
response by stating that seamless OCTG are preferable to welded OCTG when the drilling is
undertaken in high-pressure, corrosive, and hazardous environments. Purchasers frequently noted
that welded OCTG has the advantage of being lower priced than seamless OCTG. .

‘ When asked whether seam-annealed and full-body normalized welded OCTG products are
substitutable, 18 of 32 purchasers that responded to the question stated that they are substitutable in
some applications. However, many of these purchasers stated that full-body normalized is preferable
in highly corrosive environments. It was often noted that full-body normalized OCTG are more
expensive than seam-annealed.

Sizes and grades

Table 21 compares 1994 U.S. shipments of OCTG (in short tons) produced in the United
States and other countries in terms of size (small indicates product 4-1/2 inches in diameter or less,
medium indicates product over 4-1/2 inches up to 10-3/4 inches in outside diameter, and large
indicates product over 10-3/4 inches in outside diameter) and grade.

P Casing or tubing, regardiess of the type of end finish, having a wall thickness of more than 1 inch and
satisfying none of the specifications listed for qualified high quality casing or tubing.

™ A large share of these shipments of unfinished drill pipe from Japan are of heavy-weight drill pipe (2
seamless, heavy-walled tibular product generally made of carbon-grade steel, with an outside diameter of 4
inches or greater and a wall thickness of 1 inch or greater). The only other source of unfinished heavy-weight
drill pipe in the U.S. market is product produced in the United States.

™ There are no imports of finished heavy-weight drill pipe, nor do any U.S. mills sell finished heavy-
weight drill pipe.

* Casing, tubing, or drill pipe which are required to meet any of the following "critical service"
requirements: high collapse resistance (20 percent or more higher than API standards); low temperature impact
resistance (high impact toughness that absorbs notch impact energy of 20 ft-Ibs. at minimum and 25 ft-lbs. on
average, for service at minus 50 degrees Fahrenheit); or premium joints (high gas seal and torque integrity).
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Table 21

OCTG: U.S. shipments of domestic product and U.S. shipments of imports, by sources, sizes, and
grades, 1994

Geographical Markets

OCTG produced in the United States is sold nationwide, although such sales are concentrated
in the Guif area, the Southwestern and Western states, the West Coast, and Alaska. The following
tabulation, based on Commerce’s official import statistics for the period January 1992 through March
1995, presents U.S. imports of OCTG, by country, according to the customs district in Wthh they
were entered (in percent):

: Los New
Country Anchorage Houston Angeles Orleans Other
Argentina ..... 0 93.1 1.9 0 0
Austria . ... ... 0 100.0 0 0 0
Italy ........ 0 99.7 0.1 9] 0.2
Japan . . ... ... 29.7 54.4 5.7 8.9 1.3
Korea ....... 0 994 0.4 0.2 @)
Mexico . ...... 0 : 79.4 ) 0.6 20.0°
Spain-. . ...... 0 99.8 0 0.1 0.1
-Other . ....... 0.5 93.7 1.7 24 1.7

! Less than 0.05 percent of imports of OCTG entered through this customs district.
? Primarily Laredo, TX.

Marketing efforts are also discussed on a geographic basis in the section of this report entitled
"Prices."”

Channels of Distribution

Channels of distribution are discussed in the earlier section of this report entitled "Channels
of Distribution. "

Presence in the Market

OCTG produced in the United States was present throughout the period for which data were
collected. The tabulation on the following page, based on Commerce’s official import statistics,
presents the number of months in each period for which entries of imports were recorded.

Market Shares
Market shares held by U.S. shipments of domestically-produced OCTG and imports of
OCTG are presented in table 22. Market shares are calculated based on U.S. imports, rather than

U.S. shipments of imports, in order to exclude the value of finishing operations performed in the
United States on imported product.
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Jan.-Mar,

Product/country’ 1992 1993 1994 1995
Seamless casing:
Argentina . . 9 11 10 0
Austria . . . ... 0 0 2 0
Italy ....... 1 4 7 0
Japan . ... ... 12 12 12 3
Korea ...... 0 1 0 0
Mexico ..... 5 12 12 2
“Spain . ...... 0 6 5 2
Welded casing:
Austria . ... .. 1 1 1 0
Italy ....... 0 1 1 0
Japan 6 11 11 2
Korea ...... 3 4 4 0
Mexico ..... 0 0 4 v}
Spain . ...... 2 0 0 0
Seamless tubing:
Argentina . . 7 11 10 0
Austria . . . ... 0 6 2 0
Raly ....... 2 11 6 1
Japan . ...... 12 12 12 3
Korea ...... 0 1 1 0
Mexico ..... 0 0 6 0
Spain . ...... 9 8 8 7
Welded tubing:
Italy ....... 3 5 1 0
Japan . ...... 2 7 6 0
Korea ...... 3 8 10 2
Mexico ..... 0 0 9 3
Seamless drill pipe ‘
Argentina 1 3 i 1
Italy ....... 0 2 1 0
Japan . ... ... 8 9 10 0
Mexico ..... 0 2 5 2
All OCTG:
Argentina 9 11 10 1
Austria . . . ... 1 6 2 0
Italy ....... 6 12 10 1
Japan .. ..... 12 12 12 3
Korea ...... 5 9 11 2
Mexico ..... 5 12 12 3
Spain . ...... i1 10 7 2

! Entries of seamless casing and seamless tubing from Korea and welded casing from Austria are
believed to reflect errors in reporting.
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Table 22
OCTG: Apparent U.S. consumption and market penetration, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan.-Mar —
Item 1992 1993 1994 1994 1995
Consumption quantity (short tons) . . . 1,154,310 1,831,916 1,727,600 392,865 413,187
Consumption value (1,000 dollars) . . . 706,800 1,125,119 1.067.766 239,180 265,451
Share of the quantity of U.S. consumption
(percent)
- Producers’ U.S. shipments . . ... ... 91.2 815 80.7 80.0 88.5
U.S. imports from--
Argentina . ...... e *xx *x¥ *xF *EX wrE
Austria . ... ... ... .. ... *EE *xk Fax *E* *xx
aly ........ ... ... ... *wx i *x* *xx *Ex
Japam . . ..... .. ..., 3.9 6.2 6.7 6.6 *x*
Kol_-ea (I_"I'FV) .............. *kx k% Hkak *kx% *kx
Mexico .................. .1 2.1 2.3 2.0 2.0
Spain . . ............ ..., g g i *x* g
Subtotal ............... kg E 2 2 5 E T 2 3 wEX xEE
Other sources . . . ............ b hiavind il b gl
Total ................... 8.8 18.5 19.3 20.0 il.5
Share of the value of U.S. consumption
{percent)
Producers’ U.S. shipments . .. ... .. 87.1 78.6 78.5 78.6 87.2
U.S. imports from—
Argentm ................ *Kx L+ 44 X X% xxE
Al]stria ................... *EKx Lt + 3 *EX xEX Xakx
Italy ___________________ ®Ex LS+ xEE ¥xE £ 2]
Japanm .. ... ... 6.8 8.7 9.2 8.6 wax
Korea (I‘TFV) .............. £ 3 4 L+ 4 4 *kEX L+ 1 4 *akk
Mexico .................. .1 1.8 1.7 1.7 1.4
Spain .................. *kk E 1 13 XX . XXX xEE
Subtotal ................. **x R xE *xx *Ex
Other sources . . ............. g i i e el
Total ........... e e 12.9 21.4 21.5 214 12.8

' Positive figure, but less than significant digits displayed.

Note.—Because of rounding, figures may not add to the totals shown; shares are computed from the unrounded
figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official statistics of
Commerce. .
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Prices
Market Characteristics

The lack of close substitutes for QCTG in some applications suggests that the demand for
OCTG tends to be relatively unresponsive to smail changes in price. Although other products, such
as line pipe and refurbished OCTG, can sometimes be used as substitutes, most questionnaire
responses indicate that changes in the price of OCTG would not cause purchasers to increase greatly
or reduce sharply purchases of these substitute products. Additionally, the majority of purchasers
reported that the cost of OCTG as a share of the total cost of an oil or natural gas rig is generally in
the 15 to 35 percent range. One purchaser reported that the cost can run as high as 60 percent for
deep offshore rigs.

Although OCTG is sold on either a spot or contract basis by producers and importers,
questionnaire responses indicate that the majority of sales are on a spot basis. Among important
producers, spot sales range from a low of *** percent of the total for *** to a high of *** percent
for ***. All imports from *** are sold on a spot basis and over 90 percent of all imports from ***
are sold on a spot basis. *** percent of the imports from *** are soid on a spot basis, and the
majority of sales of Japanese imports are on a spot basis.” The terms and conditions of those sales
made on a contract basis vary widely. Contract durations of 3 to 6 months or a year are most
typical within this industry for both U.S. producers and importers, with prices and quantities
frequently fixed during the contract period. In some cases meet-or-release provisions apply.

Arrangements known as "stocking programs” for OCTG involving end users (such as oil and
gas companies), distributors, and producers or importers, are common in the mdustry Under these
arrangements, a distributor agrees to maintain inventories of particular categories of OCTG for use
by an oil or gas company at a fixed price for a specified time period. As a result, the oil or gas
company is relieved of the need to maintain an inventory, and the distributor is guaranteed a stable
price and an assured market. While the OCTG producer or importer is not a direct party to the
agreement between the distributor and the end user, it generally has an understanding with the
distributor to supply it with the OCTG products in the amounts and at the prices requu-ed to meet the
requirements of the stocking program while guaranteemg an adequate distributor mark-up.™ None of
the producers or importers that have taken part in these programs reported that the programs have
had much effect on market prices. In fact, three producers stated that price effects have been small.
The two largest U.S. producers, *** and ***, both reported that stocking programs ***.

In order to sell OCTG, U.S. producers and importers generally have to meet various
qualification requirements imposed by oil and gas companies. These requirements vary widely. In
some cases API certification may be sufficient. In other cases, a potential new supplier may be
required to complete an extensive questionnaire detailing its production process and its inspection and
quality assurance procedures. The oil company may then require test samples, an on-site visit and
inspection of the mill, a review of the technology involved, and test usage of the product before
purchasing OCTG. In some circumstances, standard metallurgical evaluations of hardness may be
required in addition to the other requirements.” The final approval may restrict the types of OCTG

7 wak the importer of *** OCTG, considers its sales to be short-term contractual agreements. It considers
this contractual agreement to be in effect from the period of order placement to delivery and collection of
payment.

™ Although stocking programs that directly involve distributors are the most common arrangements, in some
cases stocking programs involve cnly end users and U.S. producers or importers. For example, **.

™ Telephone interview with *** of *** Houston, TX, Apr. 17, 1995,
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and steel grades acceptable for a particular manufacturer. The qualification process may take as little
as a few days to over 2 years. A period of several months is common.

Questionnaire responses indicate that prices of OQCTG may be quoted on either an f.0.b. or
delivered basis, but f.0.b. quotations are more common. In the case of domestic producers, prices
are frequently quoted on an f.0.b. plant or f.o.b. warehouse basis, while importers commonly quote
f.0.b. warehouse or ex-dock, duty paid.

List prices are not generally used as a basis for sales of OCTG. Among U.S. producers,
only Bellvillie, Maverick, and U.S. Steel, reported that they publish price lists. USS/KOBE, a
subsidiary of USX and Kobe Steel Limited reported that list prices for its products are published by
USX. *** stated that they ***, while *** uses the price lists as a basis for transactions, but offers
discounts when necessary to meet competition. No importer publishes a price list.

Prices at the distributor level are commonly determined through informal negotiations
between distributors and established suppliers.” Purchaser guestionnaires indicate that the majority
of distributors contact at least three suppliers before making a purchase. In some cases 5, 10, or
even 20 suppliers are contacted. Distributors reported that prices of OCTG change frequently,
sometimes on a daily or weekly basis.™

Producers reported in their questionnaires that they consider price to be a more important
factor in purchases of OCTG than importers. In the questionnaires, producers and importers were
asked whether non-price factors influence purchasing decisions for OCTG “greatly,” "somewhat,” "a
little,” or "not at all.” Of the 13 producers that responded to this question, 7 answered "a little,"
and 5 answered "somewhat,” but only 1 answered "greatly.” In contrast, 14 of the 23 importers that
responded to this question answered "greatly,” 5 answered "somewhat,” 3 answered "a little,” and 1
answered "not at all.” - ‘

The majority of distributors that completed purchaser questionnaires regard price as the most
important consideration in buying OCTG. When asked to list the three most important factors in
choosing a supplier for a particular order, 18 of 33 distributors ranked price in first place. Seven
purchasers placed quality in first place and 3 ranked availability first. First-place rankings were also
given to product range, product line, prearranged contracts, and relationship with particular mills.
Quality was ranked second in importance by 9 of the distributors, price was ranked second by 8 and
availability was ranked second by 7 of these purchasers. Other second place factors listed included
customer preferences and traditional supplier.

Inland shipments of OCTG are commonly made by either truck or rail. Domestic producers
tend to ship the products longer distances than the importers. The majority of domestically produced
OCTG is transported distances of over 100 miles, and a significant percentage of these shipments
exceed 500 miles. In contrast, importers tend to ship distances of 100 miles or less. In fact, 6 of
the 15 importers that reported distances shipped stated that all of their shipments were within the 100
mile range, and 5 others reported that 75 to 98 percent of their shipments were under 100 miles.

Inland transportation costs generaily account for a relatively small share of the total cost to
purchasers of OCTG. U.S. producers and importers were asked to estimate the share of the
delivered price of OCTG accounted for by these shipping costs. The estimates by individual U.S.
producers tended to be somewhat higher than estimates for importers since producers tend to ship
longer distances on average. The majority of producers’ estimates ranged from 3 to 8 percent of the
delivered price while the majority of importers’ estimates ranged from 1 to 5 percent. However, one

¥ The majority of distributors reported that they don’t often change their approved list of suppliers.
" A large share of distributor purchasers consider North Star to be an industry price leader. When asked to
name a price leader or leaders, 19 of 33 responding distributors mentioned North Star. In selecting North Star,
frequently cited its low prices, aggressive marketing, and ability to capture increased market share.
U.S. Steel was also cited by 8 of 33 purchasers as a price leader, but none of the other large domestic or
import suppliers are commonly viewed as price leaders.
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importer and one producer each estimated costs as high as 10 percept and two importers estimated
costs of 15 percent.

Although OCTG are sold throughout the United States, sales tend to be concentrated in areas
where drilling is most common, such as the Gulf area, the southwestern and western states, the West
Coast, and Alaska. Seven U.S. producers, ***, reported that they sell in all or most areas of the
United States. ***, an importer of OCTG from Italy and Mexico, also reported that it markets its
products throughout the United States. Imports from Japan are sold in Alaska, the West Coast, and
the West, Southwest, and Gulf regions, and imports from Argentina are sold in the West, Mid-
continent, and Gulf regions, Imports from Korea and Spain are sold in the Southwest and Gulf
regions, and imports from Austria are marketed exclusively in Houston, TX.

Reported lead times for delivery of OCTG varied widely. For domestic producers, ‘estimated
lead times ranged from 2 days to 3 months. For importers, the lead time is relatively short if the
sale involves QOCTG products maintained in inventories in the United States, but is much longer if
ordered from a foreign manufacturer. Lead times for products maintained in U.S. inventories ranged
from 1 day to 1 week. When ordered from foreign manufacturers the lead time ranged from 3 to 3-
1/2 months for Argentina, 1-1/2 to 5 months for Mexico, 3 to 5 months for Austria and Spain, 2 to
6 months for Italy and Korea, and 4 to 8 months for Japan. Over *** percent of all sales of
imported OCTG from Argentina are made from inventories maintained in the United States. The
majority of sales of OCTG from Mexico also come from U.S. inventories. However, *** of all
sales of imports from Italy, Korea, and Japan are made from U.S. inventories, and *** sales of
imports from Austria and Spain come from inventories in the United States.

Product Comparisons

Producers and importers were asked to discuss differences between domestic and imported
OCTG that would help to explain differences in prices and in purchasing patterns. Product
characteristics were discussed along with marketing characteristics in the questionnaire responses.

In the purchaser’s questionnaires, distributors and various end users, including oil companies,
were asked to compare the quality of U.S.-produced OCTG with imported OCTG from each of the
seven cited countries. Forty-one purchasers, including 33 distributors and 8 end users, responded to
this question. The results are presented graphically in figure 3. Questionmaire respondents were
asked whether the imports from each country were inferior, comparable, or superior in quality to
- U.S.-produced OCTG. In most cases responses were not provided for all seven countries since the
majority of buyers were not familiar with imports from all of the sources. Although responses
varied by countries, the majority of purchasers ranked imports from each of the seven countries as
being at least comparable in quality to U.S-produced OCTG. Japanese-produced OCTG ranked
higher in relation to U.S.-produced OCTG than the other supplying countries. Seven of 30
purchasers ranked the Japanese product superior to the U.S-produced product and 23 ranked it
comparable. In the case of Argentina, all 23 respondents ranked Argentine imports as comparable
with the U.S.-produced OCTG. For Italy, 20 rated the imported product equal in quality to
domestic OCTG and 3 ranked it inferior. Austria received 17 comparable rankings and 3 inferior
rankings. Imports from Mexico, Spain, and Korea were ranked inferior to U.S.-produced OCTG
more often than imports from the other countries. Eight purchasers rated imports from Mexico
inferior to the U.S. product, 17 rated them comparable, and 2 rated them superior. Eight purchasers
ranked the Korean product inferior to domestic OCTG and 10 ranked it comparable. Spain received
7 inferior ratings and 9 comparable ratings.
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Although quality is an important factor in purchases of OCTG, the majority of purchasers
that completed questionnaires are willing to buy from most supply sources. When asked whether
there are any countries (including the United States) from which they would not buy OCTG because
of inferior quality or other reasons, the purchasers that answered "yes" 1o this question commonly
cited Eastern European or third-world nations. In some cases, the unwillingness to buy was due to a
lack of experience or market acceptance rather than bad experience with quality. In addition to these
supply sources, one purchaser mentioned ***, one mentioned ***, and one mentioned ***.

Questionnaire Price Data

U.S. producers, importers, and purchasers were asked to provide price data on 19 commoniy
marketed OCTG items. These categories were selected after extensive discussions with
representatives of the petitioners and respondents. For the 19 products, producers and importers
were asked to provide prices on their largest sales in each quarter and total quantities and total values

_shipped in all quarters during January 1992-March 1995. Purchasers were asked to report prices on
their largest quarterly purchases during January 1993-March 1995 and total quantities and values
purchased for each quarter. The product categories were:

Product 1: TUBING, Grade J-55, 2-3/8 inches O.D., 4.70 lbs./ft., external upset ends, threaded
and coupled, range 2. )
fa} Welded (full body normalized)
{b} Welded (seam annealed)

Product 2: TUBING, Grade J-55, 2-7/8 inches O.D., 6.16 Ibs./ft., special chemistry green
tubes, completely unfinished, with carbon and alloy content necessary to make it
upgradeable by quenching and tempering to API grades N-80, L-80, or P-110, range
2

{é} Seamless

Product 3: TUBING, Grade J-55, 2-7/8 inches O.D., 6.50 Ibs./ft., API 8 round, threaded and
coupled, range 2.
{a} Welded (full body normatized)
{b} Welded (seam annealed)

Product 4: TUBING, Grade N-80, 2-7/8 inches O.D., 6.50 lbs./fi., external upset ends,
threaded and coupled.
{a} Seamless

Product 5: CASING, Grade N-80, 4-1/2 inches O.D., 11.60 lbs./ft., long threaded and coupled,
range 3.
{a} Seamless
{b} Welded

Product 6:  CASING, Grade N-80, 5-1/2 inches O.D., 17.00 Ibs./ft., long threaded and coupled,
range 3.
{a} Seamless
{b} Welded
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Product 7:

Product §:

Product 9:

Product 10:

Product 11:

Product 12:

Product 13:

CASING, Grade N-80, 7 inches O.D., 23.00 Ibs./ft., long threaded and coupled,
range 3.

{a} Seamless
{b} Welded

CASING, Grade J-55, 9-5/8 inches O.D., 36.00 lbs./ft., short threaded and coupled,
range 3.
{a} Welded

CASING, Grade K-55, 9-5/8 inches O.D., 36.00 lbs./ft. short threaded and
coupled, range 3.
{a} Seamless

CASING, Grade P-110, 9-5/8 inches O.D., 53.50 IDs. /ft., long threaded and
coupled, range 3.
{a} Seamless

CASING, Grade N-80, 13-3/8 inches O.D., 68.00 Ibs./ft., buttress threaded and
coupled, range 3.

{a} Seamless

{b} Welded

DRILL PIPE, Green tubes, 5 inches O.D., 0.362 inches wall thickness, and 17.93
Ibs./1t.

{a} Seamless

DRILL PIPE, (Heavy-weight), unfinished, 5-1/2 inches O.D., 3.031 inches I.D.
(max), 26.5 ft.
{a} Seamless

Ten U.S. producers, 17 importers, and 14 purchasers provided varying amounts of usable
price information. Domestic prices were provided for all product categories except product 2.2 The
18 products on which U.S. prices were provided accounted for about 12 percent of total U.S.
shipments of OCTG in 1994.® Import prices were available for all products except product 8 and
product Iib. The mix of products on which prices were reported varied greatly by country, as shown

in the following tabulation.®

Argentina .. 2, 4, 5a, 6a, 7a, 10, 12,
Austria ... 4, 5z 6a
Italy .... 1la,3a,7a 10, 112
Japan .... la, 3a, 4, 5a, 63, 9, 10, 11a, 13
Korea .... 1la, 1b, 3a, 3b, 5b, 6b, 7b
Mexico ... la, 3a, 6a, 7a, 10, 11a, 12
Spain .... 2,4

2 sk

B sk

% At least some price comparisons were possible for all of the products and categories shown except
product 2 from Argentina and Spain.
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The products where prices were reported accounted for 11 percent of total imports from Argentina in
1994, 40 percent from Austria, 20 percent from Italy, 5 percent from Japan, 47 percent from Korea,
16 percent from Mexico, and 17 percent from Spam

Price trends

Quarterly prices of all products where one or more U.S. producers and at least one importing

u;y provided data are shown in tables 23 through 38 for the period January 1992 through March
1995 No prices are shown for product 2, since no U.S. sales of this product were reported, and
no prices are shown for products 8 or 11b, since there were no reported sales of these products from
any of the 7 countries.” The U.S. price of product 4 ***. The domestic prices of the other
products tended to fluctuate with no evident trend during the period.® However, U.S. prices in the
first quarter of 1992 were higher than in the first quarter of 1995 for products ***. ® In addition,
the U.S. price of product *** was higher in April-June 1992 than in Janua.ry-March 1995, the last
quarter in which U.S. data for this product were available.

In the case of imports, clear-cut trends were not evident in the majority of cases, although
the results varied by country and by product. For some products, very little quarterly import data
were available. For Argentina, the price of ***. However, ***. In the case of product ***, only
*** quarters of data were available. For Austria, prices of products *** during the periods where
data were reported. However, price data ***. For Italy, the price of ***, Italian price data for
products ***_ For Japan, the price of *** in penods where data were avallable However, ***. In
the case of products *** , very little Japanese pnce data were available.® *** for any of the 5
Korean products where prices were reported.” Data were *** complete for product *** and were
largely complete for product ***, but were available in only a few quarters for the other product
categories. For Mexico, price data **%*_ In the case of Spain, prices of ***. The only other price
data relating to Spain was ***.

¥ A large part of the Korean price data consisted of *+*,

* The majority of domestic prices and some import prices from taly and Japan are weighted averages.
Import prices from other sources represent transactions by individual importers. All of the data shown in the
tables are for prices reported on an f.o.b. basis. The petitioners have stated that, for purposes of price
comparisons between U.S.-produced and imported OCTG, delivered price data are preferable. They argue that
in some cases they are required to ship OCTG long overland distances to Houston, TX, where a large share of
their distributor customers are located, while importers bring their products directly to customers in Houston
with virtually no shipping charges. In the producer and importer questionnaires, respondents were asked to
report both the f.0.b. and delivered prices for each transaction. However, very little delivered price
information was available. Among the domestic producers that provided price data, only *** were able to
provide both f.0.b. and delivered prices for all of their product categories, Some delivered price data was also
provided by *** and ***, but no delivered prices were provided by ***, Some drill pipe data from Japan
were available on a delivered basis, but all prices for other categories were reported on an f.o.b, basis. **%,
the 1mporter of OCTG from ***, also reported delivered prices. A discussion of the effects of delivery oosm
on price comparisons is provxded in the next section.

¥ All of the *** price data shown for products 1a and 3a and some of the *** prices shown for products 7a
and 10 are for sales of OCTG that were imported in unfinished form and then processed into finished products
before being sold by the importers. In some cases this added substantially to the value of the product.

® Similarly, no consistent trends were evident in the domestic prices reported by purchasers during Jan.-
Mar. 1993 through Jan.-Mar. 1995. Most product prices fluctuated from quarter to quarter.

5 ek

% ***.

 Similarly, ***,
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Table 23

Product 1a: F.o.b. prices reported by U.S. producers and importers of OCTG from Italy, Japan,
Korea, and Mexico, by quarters, Jan. 1992-Mar. 1995

*® * * * * * *

Table 24

Product 1b: F.o.b. prices reported by U.S. producers and importers of OCTG from Korea, by
quarters, Jan. 1992-Mar. 1995

* * * * * * *

Table 25

Product 3a: F.o.b prices reported by U.S. producers and importers of OCTG from Italy, Japan,
Korea, and Mexico, by quarters, Jan. 1992-Mar. 1995

Tk * * * * * *

Table 26 :

Product 3b: F.o.b. prices reported by U.S. producers and importers of OCTG from Korea, by
quarters, Jan. 1992-Mar. 1995

* * * * * * *

Table 27

Product 4: F.o.b. prices reported by U.S. producers and importers of OCTG from Argentina,
Austria, Japan, and Spain, by quarters, Jan. 1992-Mar. 1995

* * x* * * * *

Table 28

Product Sa: F.o.b. prices reported by U.S. producers and importers of OCTG from Argentina,
Austria, and Japan, by quarters, Jan. 1992-Mar. 1995

* %* * * X * *

Table 29

Product 5b: F.o.b. prices reported by U.S. producers and importers of OCTG from Korea, by
quarters, Jan. 1992-Mar. 1995

* * * * x * *

Table 30

Product 6a: F.o.b. prices reported by U.S. producers and importers of OCTG from Argentina,
Austria, Japan, and Mexico, by quarters, Jan. 1992-Mar. 1995

* * * * * * *
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Table 31

Product 6b: F.o0.b. prices reported by U.S. producers and importers of OCTG from Korea, by
quarters, Jan. 1992-Mar. 1995

* * * * * * *®

Table 32

Product 7a: F.o.b. prices reported by U.S. producers and importers of OCTG from Argentina,
Italy, and Mexico, by quarters, Jan. 1992-Mar. 1995

* * * * * * *

Table 33
Product 7b: F.o0.b. prices reported by U.S. producers and importers of OCTG from Korea by
quarters, Jan. 1992-Mar. 1995

* L * * * * *

Table 34

Product 9: F.o0.b. prices reported by U.S. producers and importers of OCTG from Japan, by
quarters, Jan. 1992-Mar. 1995

] * * * * * *

Table 35

Product 10: F.o.b. prices reported by U.S. producers and importers of OCTG from Argentina,
Italy, Japan, and Mexico, by quarters, Jan. 1992-Mar. 1995

* x® * * * * *

Table 36

Product lla: F.o.b. prices reported by U.S. producers and impoﬁers of OCTG from Italy, Japan,
and Mexico, by quarters, Jan. 1992-Mar. 1995

* * * * * * *

Table 37

Product 12: F.o.b. prices reported by U.S. producers and 1mporters of OCTG from Argentina and
Mexico, by quarters, Jan. 1992-Mar. 1995

* * * *® * * *

Table 38

Product 13: F.o.b. prices reported by U.S. producers and importers of OCTG from Japan, by
quarters, Jan. 1992-Mar, 1995
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Price comparisons

Margms of underselling and overselling by product and by country are presented in tables
39-46." The data show that prices of imports from Argentina were lower than domestic prices in 9
out of 49 quarters where comparisons could be made and higher in the other 40 quarters. For
Austria, imports were lower in 7 out of 16 quarters where comparisons were possible and higher in
the other 9 quarters.” For Italy, prices were lower in 14 quarters and higher in 9 quarters, and for
Japan, prices were lower in 19 quarters and higher in 24 quarters. Prices of Korean imports of
OCTG were lower in 16 quariers, equal to the U.S. price in 1 quarter, and higher in 25 quarters,
while prices of Mexican imports were lower in 15 quarters and higher in 11 quarters. The price of
product 4 from Spain was **¥

Table 39
Margins of underselling (overselling) for products 1a and 1b, by countries and by quarters, Jan.
1992-Mar. 1995

Table 40

Margins of underselling (oversellmg) for products 3a and 3b, by countries and by quarters, Jan.
1992-Mar. 1995

Table 41

Margins of underselling (overselling) for product 4, by countries and by quarters, Jan. 1992-Mar.
1995

% The comparisons shown in the tables are all on an f.0.b. price basis since much of the producer price
data and practically ail of the import price data are only available in this form. However, domestic prices
reported by U.S. producers for products 5a, 7a, 10 and 12 were provided on both an f.o.b. and a delivered
basis. Quarterly f.0.b. price comparisons for all four of these products resulted in a combined total of 14
instaneesofunderseﬂingandSlinstancesofoversellingasdeterminedfromthedatashownintable42md
tables 44-46. When comparing U.S. producers’ delivered prices for these categories with importers’ f.0.b.
prices, importer underselling increased slightly, but imports were still higher in the majority of the
comparisons. The import prices were lower in 22 of the comparisons and higher in the other 43 comparisons.
Some additiona! price comparisons were made for products 5b, 6b, and 7b combining a mixed weighted
average of U.S. f.o.b. prices with delivered U.S. prices for the company that was able to provide price data on
this basis. **+*,

% In their prehearing and posthearing briefs, Counsel for Voest-Alpine argued that the costs of third party
inspections valued at between $45 and $62 per ton are included in the prices of North Star, U.S. Steel, and
other suppliers. In the questionnaires producers were asked to discuss free "extras™ such as third party
inspections if applicable in the space provided below the price data. However, questionnaire responses
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Table 42

Margins of underselling (overselling) for products 5a and 5b, by countries and by quarters, Jan.
1992-Mar. 1995

Table 43

Margins of underselling (overselling) for products 6a and 6b, by countries and by quarters, Jan.
1992-Mar. 1995

Tabie 44

Margins of underselling (overselling) for products 7a and 7b, by countries and by quarters, Jan.
1992-Mar. 1995 : )

* *x * * * * *

Table 45

Margins of underselling (overselling) for products 9 and 10, by countries and by quarters, Jan, 1992-
Mar. 1995

Table 46

Margins of underselling (overselling) for products 11z, 12, and 13, by countries and by quarters,
Jan. 1992-Mar. 1995

* *x * * * * *

In addition to the price comparisons from producer and importer questionnaires, some
additional comparisons were possible from price data reported in purchaser questionnaires relating to
Argentina and Austria. Four direct comparisons for product *** from the United States and
Argentina were available from ***, *** purchased this product from both *** a U._S. producer,
and from ***, in the first and second quarters of 1993 and the third and fourth quarters of 1994.
The U.S. price was *** per ton in the first quarter of 1993, *** in the second quarter of 1993, ***
in the third quarter of 1994, and *** in the fourth quarter of 1994. The price of imports from ***
was ***, The *** price was *** per ton in the first and second quarters of 1993 and the third
quarter of 1994, and *** in the fourth quarter of 1994, U.S. shipments on these transactions ranged
from *** (0 *** tons and *** shipments ranged from *** tons t0 *** tons. An additional price
comparison for product *** was available from ***. *** reported that it purchased *** tons of
product *** from *** at *** per ton and *** tons of imported OCTG from *** at *** per ton in the
first quarter of 1994.

Direct price comparisons for imports from *** were also available for products ***_ ***
purchased *** tons of product *** from *** and *** tons from *** in the fourth quarter of 1994,
The *** price was *** per ton and the *** price was *** per ton. Another purchaser, ***
purchased product *** from both *** and *** in the third quarter of 1993 and in the four quarters
from Aprii-June 1994 through January-March 1995. The *** price was ***. The *** price was
*%* per ton in the third guarter of 1993 and *** and *** in the second, third, and fourth quarters of
1994 and the first quarter of 1995. The *** was *** per ton in the third quarter of 1993 and ***
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and *** respectively, in the last three quarters of 1994 and the first quarter of 1995. Quarterly
purchases from *** ranged in volume from *** tons to *** tons, and quarterly purchases from ***
ranged from *** tons to *** tons.

One direct price comparison was available for imported OCTG from ***. *** reported that
in the third quarter of 1993 it bought *** tons of product *** from *** at a price of *** per ton and
*** tons of ***-produced imports of this product from *** at a price of *** per ton.

Exchange Rates

Nominal and real exchange rate data for Argentina, Austria, Italy, Japan, Korea, Mexico,
and Spain are presented in figure 4. The graphs show that the nominal and real exchange rates of
the Japanese currency appreciated significantly in relation to the dollar during the period shown,
while the currency of Argentina remained relatively stable during the period and the Austrian
currency fluctuated.* The currencies of Italy, Korea, and Spain depreciated overall in relation to the
dollar during the periods shown, though the Korean currency has recovered greatly since early 1994.
The Mexican peso depreciated moderately in nominal terms during 1992-94, while appreciating
moderately in real terms during much of this period. However it fell sharply in both nominal and
real terms in the first quarter of 1995.

Lost Sales and Lost Revenues

In the preliminary and final investigations six U.S. producers, Bellville, Koppel, Lone Star,
Maverick, North Star, and U.S. Steel, provided a total of over 100 lost sales allegations involving
more than 50,000 tons of OCTG valued at over $40 million and more than 70 allegations of lost
_revenues involving over 70,000 tons of OCTG valued at more than $7 million due to competition
from imports. The Commission contacted purchasers to investigate the allegations.

*** on sales of *** short tons of OCTG in *** to ***, a distributor, due to competition
from imports from *** and that ***. *** 3lso provided a total of ***. All of the *** concerned
imports from ***. *** could not specifically address each allegation. However, he stated that the
*** allegations were not valid. He argued that any downward pressure on prices exerted by imports
would have occurred early in *** rather than in ***. *** gaid that his company buys *** percent of
its OCTG products from U.S. producers and purchases the remainder from importers. *** believes
that U.S. producer prices have been low because of their entry into long-term contracts with major
oil companies 2 or 3 years ago. He also said that U.S. producer prices tend to be lower than prices
of imports from Argentina and Japan, but higher than prices of imports from Korea. However, he
believes that the Korean prices are lower because the quality is inferior to U.S. OCTG products.

**x%_ %% was able to recall some of the transactions. He believed that the *** could easily

have been vahd since imports from *** were highly price competitive in his op1m0n dunng e
" He also believed that the *** allegations relating to *** were probably valid, since prices of imports
from *** for the specified products were extremely low in ***. However, he said that the ***
allegations relating to *** were not valid. He said that his company has never purchased any OCTG
from *** in the specified size ranges. *** could not recall the transactions relating to ***.

* Real exchange rates are calculated by adjusting the nominal rates for movements in producer prices in the
United States and the other countries.

% However, he also stated that North Star has generally been the price leader.
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Figure 4

Indexes of nominal and real exchange rates of the currencies of Argentina, Austria, Italy, Japan,
Korea, Mexico, and Spain in relation to the U.S. dollar, by quarters, Jan. 1992-Mar. 1995
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Figure 4—continued

Indexes of nominal and real exchange rates of the currencies of Argentina, Austria, Italy, Japan,
Korea, Mexico, and Spain in relation to the U.S. dollar, by quarters, Jan. 1992-Mar. 1995
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wxxx  x¥* grated that the allegations relating to *** were valid. He said that imports from
*** were highly price competitive in the periods cited. He said that his company bought the ***
product in *** at a price that was lower than the U.S. price, and that it used *** quotes to bid down
the price of the U.S. product in ***. He also said that he made use of low quotes in the market for
***_produced OCTG in *** to bid down the price of the U.S.-produced product. However, *** has
never actually purchased OCTG from ***. *** has purchased imported OCTG from ***, but he
could not remember the transaction in ***,

®%%  **% i a distributor for ***  *** glleged that *** due to competition from other
distributors selling imports from ***. *** also alleged that *** as a result of a competitor selling
*+*_produced OCTG. *** stated that the allegations could easily be valid, although he does not
recall the details of the transactions. However, he also sz2id that he frequently wins in competitive
bids against suppliers of these imports when marketing ***’s products. *** buys about *** percent
of its OCTG from ***. Aithough *** buys mainly from one company, he considers OCTG to be
largely a commodity product that can be bought from a variety of sources. He considers the OCTG
imported from Argentina, Austria, Japan, and Mexico to be price competitive with the products
produced in the United States.

**x%  *+% oould not precisely date the transactions, but he believed that all of the allegations
could easily be valid. He said that he had been forced to lower prices or had lost sales when
attempting to market *** products because of large supplies of low-priced Italian imports of these
products, produced by ***, that were available in the U.S. market during the periods specified.
However, he said that with the exception of the large supply of imports from ***, ***’g prices on its
casing products are generally lower than prices of these products from any other import source. He
did say that imports of casing from Austria and Italy have at times been lower than domestic prices.
He also believed that his company ***. He said that the *** products that he markets, which consist
mainly of tubing, are not price-competitive, in most cases, with imports from Japan, Argentina or
Spain.

**%_ *** did not have the information relating to the transaction immediately available, but
he doubted that the allegation was valid. *** buys approximately 99 percent of its OCTG from
domestic producers. The small amount of imports that it buys comes mainly from ***. The imports
are purchased from other distributors rather than directly from importers. *** was reasonably sure
that *** has never purchased any *** OCTG. He also felt that the alleged cost of *** was
unrealistically low for a purchase of this size.

*x%_ *** could not recall the transaction. He did say that prices of *** imports were very
low during that period, but he was not able to elaborate further.

*¥x  xx% glleged that *** due to competition from another distributor marketing imports
from ***¥, *** coujd not recall the *** transaction. ***. *** aiso purchases imported OCTG from
Argentina and Mexico because they offer some size ranges for QCTG that are not available from -
xER

**% alleged that it *** of *** on combined total sales of *** tons of OCTG in *** as a
result of competition from imports from *** and that it ***, also as a result of competition from ***
imports. In addition, *** alleged that it *** amounting to *** on combined sales of *** tons of
OCTG in *** due to competition from ***, and that it *** of *** tons valued at *** in *** due to
competition from imports from ***. *** was not willing to discuss the lost sales allegations in
detail. However, he did provide information relating to the market for OCTG. He believes that the
imports from Korea are priced lower than domestically produced OCTG, and that the Korean
presence in the market exerted downward pressure on prices during 1993 and 1994. He also
considers imported OCTG from Mexico and Argentina to be competitive with the domestic product,
but considers imports from Japan to be higher priced than U.S.-produced OCTG. In ***’s opinion,
domestically-produced seamless tubing is competitive with imports from any source. *** stated that
his company has had to turn to imports because U.S. producers have been unwilling to supply all of
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the OCTG that *** needs. He said that U.S. producers give preferential treatment to certain,
favored distributors.

*#%  **% could not specifically address the allegation. However, *** did remember
purchasing significant quantities of this product from ***. In fact, ¥**°s purchaser questionnaire
indicates that the company bought *** tons of the product from *** in ***, and *** tons in the
second quarter of that year. The questionnaire also shows that *** did not purchase *** until ***

*%*%  **% 5 a distributor for ***, *** alleged that *** due to competition from a distributor
selling *** OCTG and that it *** due to competition from a distributor selling *** OCTG. ***
could not remember the specific transactions. However, he said that his company does often lose
sales to end users as a result of competing low-priced imports from ***,

*¥%_ *** due to competition from a distributor marketing *** QCTG, and that ***, ¥**
could not remember the specific transactions, but thought it was very likely that they were valid. He
said that he has often faced price competition from companies selling imported OCTG from Japan
and Mexico. *** has a pohcy of mamtalmng low inventory levels and, therefore, it is likely to cut
prices in order to make 2 sale.”

% ok ¥ giated that the %%
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Data for 1991 are part of the record of these investigations and appear in Investigations Nos.
701-TA4-363 and 364 (Preliminary) and Investigations Nos. 731-TA-711 through 717 (Preliminary):
OCTG from Argentina, Austria, Italy, Japan, Korea, Mexico, and Spain. Table A-1 summarizes
data reported by the U.S. mills producing OCTG and the U.S. firms importing OCTG during the
period January 1991 - March 1995. Trade data reported for 1991 exclude ***; financial data
reported for 1991 exclude ***. Also, as noted earlier, market shares are calculgted based on U.S.
imports, rather than U.S. shipments of_ imports, in order to exclude the value of finishing operations
performed in the United States on imported product. Import data are believed to be directly
comparable between 1991 and subsequent periods. Import data for 1991 were adjusted in the
following ways: data for Hyundai were exciuded from the calculation of Korean data to derive
"Korea LTFV" data; data for Hyundai were included in the calculation of "other sources” data,
which were based on official Commerce statistics (for import quantity and value) and questionnaire

data (for end-of-period inventories, actually calculated from 1¢ 2 beginning-of-period inventories).
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Tabla A1

OCT3: Summary data concerning the U.S, market, 1991-94, Jan.-Mar, 1994, and Jan.-Mar. 1995

ITEM
LS. consumption quantily:
Amount
Producers’ share
Importers’ share:
Argentina
Austria
Italy
Japan
Korea (L.TFV)
Mexico
Spain
Subtotal
Other sources
Total

U.S. consumplion value:
Amount
Producers' share
Importers’ share:

Argentine

Austria

italy

Japan

Korea (LTFV)

Mexico

Spaln
Subtotat

Other sources
Total

1991 1992
1,412,074 1,154,310
704%  91.2%
87%  39%
o 01%
LTl (11}
206%  88%
1026855 708,801
67.4%  87.1%
(11 L1l
133%  68%
LLL] 0' 1 %
326%  129%

1993

1,831,916
81.5%

18.5%

1,125,119
78.6%

L]
had
LT13

8.7%

L1

1.8%

L]}

21.4%

1994

1,727,601
80.7%

19.3%

1,067,767
78.5%

Jan.-Mar. Jan.-Mar.
1994 1995
392865 413,187

80.0% 88.5%
6.6% ot
2.0% 2.0%

1Y) ek

20.0% 5%

239,181 265,451

78.6% 87.2%
8.6% il
1.7% 1.4%

(111} 11}
21.4% 12.8%

1991-94

223%
103

(10.3)

4,0%
11

(11.1)

1991-92

-18.3%
208

1992.94

49.7%
(10.5)

1992.93

58.7%
7

1993-94

5.7%
(0.8)

Jan.-Mar.
1994.95

5.2%
85



Table A-1 —~ Confinted
CCTG: Summary data concerning the U.S. market, 1981-84, Jan -Mar. 1894, and Jan..Mar. 1895

Jan.-Mar.  Jan.-Mar. ] Jan.-Mar.
ITEM 1091 1002 1903 1694 1994 1895 189994 1991.82 1092.04 199203  1993.94 1994.95
U.S. imports from - :
Argantina
Impom quanlily ate aes ana ke a. ann s e . nan ase v
|mp°m v.lu‘ aa (11} asm LLL] [11] LIl (I ang i adh Ty ana
Un“ Vﬂ‘uﬂ [11] ton ans b (L1 e (LT Ltd daa ann LT sk
End[n' |mnt°|y qu.n!m haa “aa (113 ane nas [11] hid ans “he 11} and ann
Ausiria
Imparts quantity s Ll [LL) e e e asn e ™ ™ P wan
lmPOﬂS vahie Ll au ann s an “e e ™ ban ase ana e
Unit valua ava sag CLT] aas ane ass ans -y YT and ase P
El'ldil‘lﬂ lrwonlory quantity e nes LLT] . aan ane nbe asa e ane ahe aaa
italy
'mpm quﬂﬂt“y s snn ane e s anr e ata nan ™ e Y
|mp°m V.'u. LT e LT an asm san -ap ey “ad YTy YT .
Unit value oo s LLL] s ase e ase ae an ane o s
Endlﬂﬂ ln\'.n‘oly qu.ﬂlny [T1] s [T [11] ane akh ada [TT] [TY) ann YT and
Japan )
Imports quantlty 136443 44445 113700 116184 25938 " 1498%  674%  1614%  1560%  2.4%
Imports value 136,788 48,095 97,520 87,782 20,668 o .28.5% 64.8%  103.3% 102.8% 0.3% e
Unit value $1,002.54 $1082.12 485702 $841.76 $798.75 o -18.0% 7.9% -22.2% -20.8% -1.8% s
Ending Inventory quantity 75463 55,414 55,772 52,608 50,338 38,916 -30.3% -26.6% 5.1% 0.6% 5.7% -22.7%
Koren (LTFV)
|mpom qu.ﬂ“w ham nam aaa LT Ll s ey o YY) AN adw .
‘> lmm value s oh “ni s naa e e s waw ana P e
th Unit value s ans bl ssa e L ada T ann ane ann e
Eﬂd"‘lﬂ In“ﬂlor, quﬂﬂﬂw fae e e s s b sea b anw LAl LLL) anr
Mexico
fmports quantity w1415 39094 39,986 7.961 8,337 e 27259% 2662.8% 2.3% 4.7%
Imports value 818 20001 18558 4133 2756 “ 216B.7% 23561%  -76%  -9.1%
Unit velue “r $577.93 $513.90 $464.12 3519.11 345056 e et 19.7% -11.1% 97%  -13.2%
Ending Inventory quentity e et e e sne son e #as ana ane e e
Spaln
|mp°“s qunnllty s asa asa L1 (1) hky adg CLL] i (11 L] LT
lmpom value e Ty LI sah ans ate e sae ase ans aan e
Unit value Y anh e ase o Hy e “"a ahn ey e e
Ending inventory quantity e i nee hid Lot aan bt an L ans s aad
Subject sources
'mpoﬂs ql.laniliy e ki ane e aas an e e " s a“hn e
'mons value T ans " .a ans e a2 e ki auh e sen
Unit value ) #aa [ 1] aa [ ub e e . " "
Ending In\ranlory quﬁnmy e e ha s ann aan LT A e ek e "t
Other sources
|mp°m quurltlty e ek ahe i e e n s s aai an T
Impom value nen e aar i e " T e waw whn sax o
Unlt value ase aaa [T aae e e nue ae ann ) e s
Ending |I"N8n|0|y ql.lln“w ans i ane en e e ase ana T e e s
Total sources
Imports quantity 417931 101849 339,284 333473 78,441 47 485 +20.2% -718.7%  226.1%  233.8% -1.7% -39.5%
Imports value 334,809 00869 240937 229,141 51,439 34,091 -316%  -728%  151.9%  164.0% -490%  -33.23%
Unit value $601.11 $894903 $71013 $667.14 $651.84 71783  -142% 11.7% -23.2% -20.6% -3.2% 10.1%
Endinginventory quantlty 181,743 105,172 123519 118485 115278 102,267  -35.0% -42.1% 10.8% 17.4% S5.7% -113%
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Table A-1 —~ Continued

OCTG: Summary data concerning the U.S. market, 1991-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

ITEM 1991
U.S. producers’ -
Average capacily quantily 2,964,003
Production quantily 1,254 970
Capacity ulilization 42.3%
4.8, shipments:
Quanlity 994,143
Value 692,046
Unit value $696.12
Export shipments:
Quantity 292,213
Value 212,047
Unit value $725.66
Exports/shipmenis 227%
Ending inventory quaniity 208,919
Inventorylshipments 16.2%
Produclion workers 2918
Hours worked (1,000) 6,358
Total comp. ($1,000) 130,478
Hounrly total comp. $20.52
Productivity (tons/1,000 hrs, 197.4
Unit fabor costs $103.97
Nat sales:
Quanlity 1,264,410
Value 887,593
Unit sales value $701.98
Cost of goods sold (COGS) 868,304
Gross profit (loss) 19,289
SGA&A expenses 45,486
Operaling income (loss) (26,197)
Capital expanditures 35,005
Unit COGS $686.73
Unit SG&A expenses $35.97
Unit operating income ($20.71)
COGS/sales 97.8%
Op. income (loss)/sales -3.0%

Note. - Please see table notes for tables A-2 and A-3 regarding period changes, rounding, unit values, and past-year inventory ratios.

1992

2,490,024
1,214,227
48.8%

1,052,661
615,832
$586.02

175,488
109,546
$624.24
14.3%
165,360
13.5%
2,286
5,145
107,132
$20.82
236.0
$86.23

1,203,933
707,059
$587.29
738,333
{31,274)

39,245
(70,519)
33514
$613.27
$32.60
($58.57)
104.4%
-10.0%

1993

2,522,082
1,610,536
63.5%

1,492,631
884,182
$592.36

85,90
49,524
$576.64
5.4%
197,234
125%
3,143
6,904
145,391
$21.06
2333
$90.27

1,593,832
937,448
$588,17
940,564

(3.116)
39,867
(42,983)
20,806
$690.13
$25.01
($26.97)
100.3%
-4.6%

1994

2,611,224
1,527,081
58.5%

1,394,128
838,626
$601.54

$40,919
81,152
$575.88
9.2%
189,278
12.3%
29N
6,379
139,052
$21.80
2394
$91.06

1,532,544
918,030
$599.02
828,213
(10,183)
35,724
(45,907)
22,068
$605.67
$23.31
($29.95)
101.1%
5.0%

Jan.-Mar.

1994

656,857
351,499
53.5%

314,424
188,042
$508 05

14,411
8332
$578.17
4.4%
219,896
16.7%
2817
1,498
30,803
$20.56
2348
$67.63

329,915
196,393
$595.28
203,645
(7.252)
8,975
(16,227)
5,504
$617.27
$27.20
($49.19)
103.7%
-8.3%

Jan.-Mar,

1965

660,700
405,271
61.3%

365,702
231,360
$632.65

22,325
14,290
$640.09
58%
206,622
13.3%
3,089
1,677
37,546
$2239
241.7
$92.64

388,007
245617
$632.88
242,391
3.226
10,125
(6,809)
4338
$624.56
$26.09
($17.78)
98.7%
.2.8%

199194 1991.92

-11.9% -16.0%
21.7% -3.2%
16.1 64
40.2% 5.9%
21.2% -11.0%
-13.6% -16.0%
51.8% -39.9%

61.7% -48.3%
-20.6% -14.0%

(135) (8.4)
94%  -208%
(39) (2.8)
25%  .21.7%
03%  -19.1%
66%  -17.9%
6.2% 15%
213%  19.6%
A24%  -151%
21.2% -4.8%
34%  -20.3%
447%  -163%
69%  -15.0%
1628%  -262.1%
215%  -13.7%
75.2%  -169.2%
370%  -43%
118%  -107%
352%  -94%
446%  -182.8%
a3 66
(20) (7.0)

Source: Complled from data submitted in response to Commission queslionnaires and from officlal statistics of Commerce.

1992-94

4.9%
25.8%
9.7

32.4%
36.2%
28%

19.7%
-25.9%
2.7%
5.1)
14.5%
(1.1)
30.8%
24.0%
29.8%
4.7%
1.4%
32%

27.3%
29.8%
2.0%
25.7%
67.4%
-9.0%
34.9%
34.2%
1.2%
-285%
48.9%

3.3)
5.0

199293

1.3%
326%
151

41.8%
43.6%
1.3%

-51.1%
54.8%
-76%
{8.8)
19.3%
{1.0}
37.5%
34.2%
357%
1.1%
1.4%
23%

32.4%
326%
0.2%
27.4%
90.0%
16%
39.0%
-37.9%
-3.8%
-23.3%
54.0%

(4.4)
5.4

199394

35%
-52%
(5.4)

-6.6%
5.2%
1.5%

64.0%
63.8%
0.1%
37
-4.0%
(0.2)

-4.8%
7.6%
-4.4%
35%
26%
09%

-3.8%
21%
1.8%
1.3%
-226.8%
-10.4%
6.8%
6.1%
26%
-6.8%
A1.4%
08
(0.4)

Jan.-Mar.
1994-95

06%
15.3%
78

16.3%
23.0%
5.8%

54.9%
71.5%
10.7%
1.4
1%

34)
8.9%
11.9%
21.9%
8.9%
3.0%
6.7%

17.6%
25.1%
6.3%
19.0%
1445%
12.8%
57.5%
-21.2%
1.2%
-4.1%
639%

(5.0)
55



Table A-2
Drill pipe: Summary data concerning the U.S. market, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

* * * * * * *

Table A-3

OCTG excluding drill pipe: Summary data concerning the U.S. market, 1992-94, Jan.-Mar. 1994, and
Jan.-Mar. 1995

Table A-4

Average number of production and related workers in U.S. mills and U.S. finishing facilities wherein
OCTG are produced, hours worked,' wages and total compensation paid to such employees, and hourly
wages and compensation, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan.-Mar —
Item 1992 1993 1994 _ 1994 1995
Number of production and related
workers (PRWs)

Mills and finishers .. ........... 3,557 4,654 4,580 4,439 4,594
Miils and finishers

(excluding threaders) .......... 3,172 4. 304 4,181 4,019 4274

_ Hours worked by PRWs (1,000 hours)

Mills and finishers . . ........... 7,804 10,137 9,844 2,384 2,571
Milis and finishers

(excluding threaders) .......... 7.200 9.547 9,136 2.196 2378

' Wages paid to PRWs (1.000 dollars)

Mills and finishers . . . ... ....... 103,294 142,586 137,414 31,143 37,471
Milis and finishers

(excluding threaders) .......... 97,357 136,589 130,210 29.29 53.554

Total compensation paid to PRWs
{1,000 dollars)

Mills and finishers . . ........... 134,067 178,689 174,504 ' 39,502 47,027
Mills and finishers

(excluding threaders) . ......... 128027  172.564 __ 167.156 37.6 45,104
Continued on the following page.
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Table A4 — Continued
Average number of production and related workers in U.S. mills and U.S. finishing facilities wherein

OCTG are produced, hours worked,' wages and total compensation paid to such employees, and hourly
wages and compensation, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan.-Mar.—
Ttem 1992 1993 1994 1994 1995
Hourly wages paid to PRWs
Mills and finishers . .. .......... $13.24 - $14.07 $£13.96 $13.06 $14.57
Mills and finishers _
(excluding threaders) .......... 13.52 14.31 14.25 13.34 14.95
Hourly total compensation paid to PRWs
Mills and finishers . .. .......... $I7.18 $17.63 $17.73 " $16.57 $18.29
Mills and finishers
(excluding threaders) .......... 17.78 18.08 . 18.30 17.14 18.97

' Includes hours worked plus hours of paid leave time.
* On the basis of total compensation paid.

Note.~Ratios are calculated using data where both comparable numerator and denominator information
were supplied.

Source: Compiled from data submitted in response to Comumission questionnaires.
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Table A-5

OCTG: Summary financial data concerning consolidated results of U.S. producers including processars, 1952-94, Jan.-

Mar. 1994, and Jan.-Mar. 1995

{Quantity =shor? tons; value= 1,000 dollars; unit values and unit COGS

are per short tor; period changes =percent, except where noted)
Reported data Penod changes
Jan.-Mar.— Jan_-Mar.

Item 1992 1993 1994 1994 1995 1992-94 1992.93 1993-94 199495
Net sales—

Sua.ntity ......... 1,203,933 1,593,832 1,532 544 329,915 388,097 27.3 32.4 -3.8 17.6

alue ... ... ... 765,558 1,003,079 1,000,305 217,632 269,233 30.7 31.0 0.3 23.7

Unit value ........ $636 $629 $653 5660 $654 2.6 -1.0 3.7 52

COGS  .......... 787,916 992,049 991,781 218,510 259,617 25.9 259 0.0 18.8

Gross profit (loss) . ...... (22,358) 11,030 8,524 (8378) 9,616 138.1 1493 227 11,1952

SG&A expenses .. ... .. 45,684 47,471 43,871 11,444 12253 4.0 39 -1.6 7.1

Operating income (loss) (68,042) (36,441) (35347) (12,322) (2,642) 43.1 46.4 3.0 78.6

Capital expenditures . . . . . 43,250 26,550 26,173 6,715 5, -39.5 -38.6 -1.4 -15.4

UntCOGS .......... $£654 $622 $647 $652 $669 -1.1 -4.9 4.0 1.0

Unit SG&A expenses . . . . $38 $30 829 335 $32 -24.6 21.5 -3.9 -8.9

Unit g?er income (loss) . . . 57 3(23) $(23) 537 in 59.2 59.5 0.9 81.8

COGS/salest . ......... 102.9 989 99.1 100.4 96.4 -3.8 4.0 0.2 4.0

Oper income (loss)/sales' . . 8.9 (3.6) (3.5) 5.7 (1.0) 54 5.3 0.1 4.7

" *Reported data” are in percent and "period changes™ are in percentage points.

Note.—Period changes are derived from the unrounded data. Because of rounding, figures may not add to the totals shown.
Unit values and other ratios are calculated using data of firms supplying both numerator and denominator information.

Source: Compiled from data submitted in response to Commission questionnaires.

Table A-6

. OCTG: Summary financial data concerning consolidated results of U.S. producers including processors and threaders,

1592-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

(Quantity =short? tons; value=7],000 dollars; unit values and unit COGS

are per shori ton; period changes=percent, except where noted)
Reported data

R Period changes
Jan.-Mar — Jan.-Mar.

Iem 1992 1993 1994 994 1995 1992-94 1992-93 199394 1994-95
Net saies—

Quantity ......... 1,203,933 1,593,832 1,532,544 329,915 338,097 273 324 3.8 17.6

Value .......... 771,708 1,009,989 1,007 327 219,240 271,426 305 30.9 0.3 3.8

Unit value ........ $641 $634 $657 3665 $699 2.5 -1.1 37 52
COGS ............ - 789,961 994,664 990,981 217,264 258,527 254 259 0.4 19.0
Gross profit (loss) ... ... (18,253) 15,325 16,346 1,576 12,899 189.6 184.0 6.7 5528
SG&A expenses . ...... 47,053 48,886 45,195 11,758 12,626 3.9 39 -1.6 7.4
Operating income (loss) .. (65,306) (33,561) (28,849) (9,782) 273 55.8 48.6 140 102.8
Capital ftures . . . .. 45,726 28,003 28622 7,839 6,390 374 -38.8 2.2 -18.5
UntCOGS . ......... $657 $628 $652 3670 3675 .8 4.5 39 0.3
Unit SG&A expenses . . . . $39 331 $29 336 $33 24.5 -21.5 3.9 -8.7
Unit Ggycr income (loss) - . . $(56) $(25) $(24) $(41) 5(8) 56.4 55.6 1.9 80.6
COGS/sales’ ......... 102.4 98.5 98.4 99.1 952 4.0 3.9 0.1 -3.9
Oper income (loss)/sales’ . . (8.5) (3.3) 2.9) {4.5) 0.1 56 5.1 0.5 4.6

' "Reported data™ are in percent and "period changes® are in percentage points.

Note.—Period changes are derived from the uarounded data. Because of rounding, figures may not add to the totals shown.
Unit values and other ratios are calculated using data of firms supplying both numerator and denominator information.

Source: Compiled from data submitted in response to Commission guestionnaires.



Table A-7

Drill pipe: Summary employment and financial data concerning consolidated results of U.S. producers, including
processars, 1992-94, Jan.-Mar. 1994, znd Jan.-Mar. 1995

(Quantity =short tons; value=1,000 dollars;
period changes=percent, except where noted)

Reported data Period changes
Jan -Mar.— Jan.-Mar,
Item 1992 1993 - 1994 1994 1995 1992-94 1992-93 1993-94 1994-95
Production workers . . . .. 240 302 379 391 405 57.9 25.8 25.5 3.6
Hours worked (1,000s) . . . 683 765 925 258 263 35.4 12.0 20.9 1.9
. Wages paid ($7,000) 6260 7413 8958 2370 2,603 43.1 18.4 20.8 9.8
Total compensation
C @LOO®) . ........ 8,040 9,225 11,666 3,034 3230 45.1 14.7 26.5 6.5
Hourly wages . . .. .. ... $9.17 $9.69 39.68  $9.19 $9.90 - 57 5.7 0.1 7.7
Hourly compensation . ... $11.77 $12.06 $12.61 $§11.76 $12.28 7.1 2.4 4.6 4.4
Net sales— .
Quantity” ......... 14,416 20,868 18,199 6,954 5352 26.2 4.8  -128 230
Value .......... 64,711 70,493 80,58 23,073 23,508 24.5 8.9 143 1.9
COGS ............ 55,615 61,509 68,115 18,321 18,948 22.5 10.6 10.7 3.4
Gross profit (loss) . . .. .. 9,096 8984 12471 4,752 4,560 37.1 -1.2 38.8 4.0
SG&A expenses . . ... .. 5,601 6515 6921 2,334 1,786 23.6 16.3 62 235
Operating income (foss) 3495 2,469 5550 2,418 2,774 588  -29.4  124.8 14.7
Capital expenditures . . . . . 8,683 4,134 2,48 813 771 153 524 480 5.2
COGS/sales® ......... 85.9 87.3 84.5 794 - 806 -1.4 1.3 2.7 1.2
Oper income (loss)/sales’ 5.4 35 6.9 10.5 11.8 1.5 -1.9 34 1.3

! *Processors” add both value and, especially in the case of drill pipe, quantity to the unfinished OCTG they finish.
Accordingly, it is problematic to calculate shipment (and consumption/market share) data for a combined mill/processor
industry because of double-counted (non-toll) material and because of the different timing of shipments of unfinished and
finished product. An additional complication for drill pipe specifically is that a significant share of the non-toll processors’
shipments of finished product is exported; these exports consist of both imported and domestically sourced unfinished drill
pipe that are included in the U.S. consumption figures shown elsewhere in the report.

* The quantities include only those for drill pipe producers and not for processors to avoid double counting, therefore

" unit velues are not computed.

* "Reported data” are in percenr and “period changes™ are in percentage points.

Note.—Period changes are derived from the unrounded data. Because of rounding, figurcs may not add to the totals shown.
Ratios are calcuiated using data of firms supplying both numerator and denominator information.

Source: Compiled from datz submitted in response to Commission questionnaires.
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Table A-8

OCTG excluding drill pipe: Summary employment and financial data concerning consolidated results of U.S. producers,
including processors, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

{Quantity =short tons; value=1,000 dollars;
period changes=percent, except where noted)

Reported data Period changes
Jan.-Mar.— Jan.-Mar.

Item 1992 1993 1994 1994 1993 1992-94 199293 1993-04 1994-95
Production workers .. . .. 2,932 4,002 3,802 3,628 3,869 20.7 36.5 5.0 6.6
Hours worked (1,000s) . .. 6,517 8,782 8,211 1,938 2,115 26.0 34.8 6.5 9.1
Wages paid ($1,000) .... 91,097 129,176 121,252 26,928 32,951 331 41.8 -6.1 24
Totzl compensation

($1,000) ......... 119,987 163,339 155490 34601 41,874 29.6 36.1 4.8 2i.0
Hourly wages . . ....... $1398 $14.71 §14.77 $13.89 $15.58 5.6 52 0.4 12.1
Howrly compensation . ... $18.41 $18.60 31894 31785 $19.80 29 1.0 1.8 10.9
Net sales— : )

atyt ... 1,189,517 1,572,964 1,514,345 322,961 382,747 273 32.2 -3.7 18.5

Value .......... 700,847 932,586 919,719 194,559 245,725 31.2 33.1 -1.4 263
CoGS ............ 732,301 930,540 923,666 200,189 240,669 26.1 271 -0.7 20.2
Gross profit (loss) . ... .. (31,454) 2,046 (3,947) (5,630) 5,056 87.5 1065 2929 189.8
SG&A expenses . .. .. .. 40,083 40,956 36,950 9,110 10,472 -1.8 2.2 9.8 15.0
Operating income (loss) .. (71,537) (38,910) (40,897) (14,740) (5.416) 428 45.6 5.1 63.3
Capital expenditures . . . . . 34,567 22,416 24,025 5,902 4,912 -30.5 -35.2 72 -16.8
COGS/sales’ ......... 104.5 99.8 100.4 102.9 97.9 -4.1 4.7 0.6 5.0
Oper income (loss)/sales’ . . (10.2) 4.2) 4.9 (7.6) {2.2) 538 6.0 03 54

! "Processors™ add both value and, especially in the case of drill pipe, quantity to the unfinished OCTG they finish.
Accordingly, it is problematic to calculate shipment (and consumption/market share) datz for a combined mill/processor
industry because of double-counted (non-toll} material and because of the different timing of shipments of unfinished and

finished

* The quantities include only those for OCTG (other thar drill pipe) producers and not for processors to avoid double

counting, therefore unit values are not computed.

* "Reported data” are in percent and "period changes” are in percentage points.

Note.—~Period changes ere derived from the unrounded data. Because of rounding, figures may not add to the totals shown.
Ratios are calculated using datz of firms supplying both numerator and denominator information.

Source: Compiled from data submitted in response o Commission questionnaires.
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Table A-9

OCTG excluding drill pipe: Summary employment and financial data concerning consolidated results of U.S. producers,
including processors and threaders, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

(Quantity =short tons; value=1,000 dollars;
period changes =percent. except where noted)

Reported data Period changes
Jan -Mar.— Jan.-Mar.

Item 1992 1993 1994 1994 1995 1992-94 199293 1993-94 199495
Production workers .. ... 3,317 4,352 4,201 3,958 4,189 26.7 31.2 3.5 5.8
Hours worked (1,000s) . . . 7,121 9,372 8,919 2,126 2,308 252 31.6 4.8 8.6
Wages paid (31,000) . ... 97,034 135,173 128,456 28,773 34,868 324 393 -5.0 21.2
Total compensation

(31,0000 ......... 125,027 169,464 162,838 36,468 43,797 25.2 34.5 3.9 201
Hourly wages . ........ $13.63 $14.42 31440 81353 §15.11 5.7 58 -0.1 11.6
Hourly compensation . ... $17.70 $1808 $1826 $17.15 $1858 32 22 1.0 10.6
Net sales—

Quantity® . _....... 1,189,5171,572,964 1,514,345 322,961 382,745 273 322 3.7 i8.5

Value .......... 706,997 939,496 926,741 196,167 247,918 31.1 329 (1.4 26.4
CoGs ............ 734,346 933,155 922,866 198,943 239,579 25.7 27.1 {1.1) 204
Gross profit (loss) . ..... (27,349) 6,341 3,875 (2,776) 8,339 114.2 1232 (38.9) 400.4
SG&A expenses .. ..... 41,452 42371 38,274 9,424 10,840 -1.7 22 9.7 15.0
Operating income (loss) .. (68,801) (36,030) (34,399) (12,200) (2,501) 50.0 47.6 4.5 79.5
Capital expenditures . . . . . 37,043 23,869 26,474 7,026 5,619 -28.5 (35.6) 109 (20.0)
COGS/sales® ......... 103.9 993 99.6 101.4 96.6' -4.3 4.5) 0.3 4.8)
Oper income (loss)/saies’ . . %.7D {3.8) (3.7) 6.2) (1.0) 6.0 59 0.1 52

! "Processors™ add both value and quantity to the unfinished OCTG they finish. Accordingly, it is problematic to
calculate shipment (and consumption/market share) data for a combined mill/processor industry because of double-counted
(non-toll) material and because of the different timing of shipments of unfinished and finished product.

* The quantities include only those for OCTG (other than drill pipe) producers and not for processors and threaders to
avoid double counting, therefore unit values are not computed.

! *Reported data” are in percens and "period changes™ are in percentage points,

Note.~Period changes are derived from the unrounded data. Becausc of rounding, figurcs may not add to the totals shown.
Ratios are calculated using data of firms supplying both numerator and denominator information.

Source: Compiled from data submitted in response to Comrmission questionnaires.
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2983

——

. INTERNATIONAL TRADE

COMMISSION
[nvestigation No. T01-TA-J84 {Final)]
Oll Country Tubulsr Goods From ftaly .

AGENCY: United States International
Trade Commission.

ACTION: Institution of a final
countervgiling duty investigation.

- subsidies within the

SUMMARY: The Commission hereby gives
notice of the institution of final
countervailing duty investigation No.
701-TA-364 (Final) under section
705{b) of the Tariff-Act of 1930 (19
U.S.C. 1671d(b)) {the Act) to determine
whether an industry in the United
States is materially injured. or is
threatened with material injury, or the
establishment of an industy in the
United States is materially retarded, by

resson of im; &mn(luly o;' ail
country goads (OCTG),?
provided jor in 7304.20,
7305.20, and 7306.20 of the Harmonized
Tariff Schedule of the United States.
Pursuant to a from
under section 705(a)(1) of the Act (19
U.5.C. 1671d(a)(1)), Cammerce has
extended the date for its ﬁnal

20, mbpaﬂsAWB[lBCFimpm

-201] and part 207, mbpmsAlndC(ls.

CFR part 207).
EFFECTIVE DATE: December Z. 1964.
FOR FURTHER INFORMATION CONTACT:

computers al 202-205-1895
,8.1).

Backpunnd—'rh:sinvemgmonxs
being instituted as a resuit of an
affirmative preliminsry determinstion
by the Department of Commerce that
mbmeﬁtswhxchemtmne
of section
703 of the Act {19 U.S.C. 1671b) are
being ided to manufacturers,
producers, or exparters in Italy of
OCTG. The investigation was requested
in filed on June 30, 1994, by
IPSQ’JSloel Inc. (Camanche, JA);

1 For the purposes of this investigetion, OCTG are

hd!wmlpmdmdmhrm
include oil well casing. tubing. and

dnh pine, nf iron (other than cast iron) or steel
fbot:, carton and slloy), whether or nol conforming
30 American Petroleutn Instituss (“APT™) or non-AP!
specifieations, whether finished or unfinished
(including green tubss). This investigstion doss not
cover casing. tubing. or drill pipe containing 10.5
paumormtoid:mum.
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Ko; Steal Carp. (Beaver Falls, PA);
mﬁ&mc@(wm .
MO].thStaormStoggho
(HWW%A);M Steel Group
Co.mm the investigation and
in

public service list—Persons wishing to
pamupmmﬂﬁ;nmuhg:}xmu .
parties must file ari entry pearance
with the Secretary to the Commissian,
as provided ift section 201.11 of the
Commissian's rules, not later than
twenty-ane {21} deys after publication of
this notice in the Federal Register, The
Seaeurywﬂlpmpmapuhhcmﬁm

provided that the application is made
not later than twenty-one (21) days after
the publication of this notice in the
Federal Register. A separate service list
will be maintained by the Secretary for
thoupuhasluthmndtomuvem’t
under the APO.,

" Awtherity: This investigation is being
mdmhdmdcmhunyufﬁo'l‘lﬁﬁm
ook 1o ection 207 20 of B

to
pasuant ”

ssued: fanuary 6, 1995.

By order of the Commissior.
Donna R. Koehnke,

Secretary. :
{FR Doc. 95-811 Filed 1-11-85: 8:45 s’
BILLING CODE 79-03-P
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finvesti Nes. T01-TA-363 & 364
{Firal) and T31-TA=T11=715 Final)]

OCTG From Argentina, Austria, italy,
Japan, and Korea

AGENCY: United States international
Trade Commission.

ACTION: Institution and scheduling of a
final countervailing duty investigation
end final antidurnping investigations
and scheduling of the ongoing -
countervailing duty investigation.

susmanry: The Commission hereby gives
notice of the institution and scheduling
of coun duty investigation No.
701-TA~363 [Final) and antidumping .
investigations Neos. 731-TA-711-715 .
(Final) under sections 705(b) and 735(b)
of the Tariff Act of 21930 (19 U.S.C.
§1671d(b) and 1673dD)) {the Act) to
determine whether an industry in the
United States is materially injured, or is
threatenad with material i injury, or the
establishment of an industry in the
United Siates is mtmally retarded, by
reason of im;

. Austrig, July, Japan, lndKauofoﬂ
tubular goods (OCTG),!

Tariff Schedule of the United States.
The Commission also gives notice of the
scheduie to be followed in the
countervailing duty investigation
regarding imports of OCTG from Raly
{inv. No. 701-TA-364 (Final)), which
the Comemission instituted effective
December 2, 1994 {60 FR_ 2983, January
o ——

or fu information can i
the conduct of these investigations,
hearing ures. and rules of \
npplxutror:mdconsuh the Ccmmsf:l?:.
Ruies of Practice and Procedure, part
201. subparts A through E (19 CFR part
201). and part 207. subparnts A and C {19
CFR pan 207).
EFFECTIVE DAYE: January 23, 1995 {inv.
No. 701=TA-~364 [Fina!)) and January
30. 1995 {invs. Nos. 731-TA-711=715
(Final))
FOR FURTHER INFORMATION CONTACT:
Douglas Corkran {202-205~3177), Office
of Investigstions. U.S. International
Trade Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting

' For the purposes of these investigations, OCTG
are bollow uee! producis of cirzular cross-section.
These products include oil well casing. tubing. and
drill pipe. of iron (other than cast iron) or steel
fhoth carbon snd alloy). whetker or not confoeming
to American Petroleum institute (AFT") or non-AP1
specifications, wl-herﬁnshdw
linclading green tubss). This i doss not
wmunhng.wﬁllmpmmm
pereent or more of chrominm.

the Commission’s TDD terminal on 202~
205~1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Comnnission ghould contact the Office
of the Secretary at 202-205-2000. -
Infurtnation can also be obtained by
allmgtheoﬁuaoﬂnvashgah-s
remote bulletin board system for

Mn computers at 202-205-1895

SUPPLEMENTARY INFORMATION:

:nvasugatmnsmbmngmsumedasu
result of affirmative
determinations by the
Commerce that certain benefits which
constitute subsidies within the
;flaseycg;nmdthei\ctd{:dsu.s.c

are being provided to
manufscturers, producers, or exporters
mAusmnfOCI'Gmdthnmpoﬂsof
OCTG from

and Korea are being soldmis
UnimdSuusntlasthnﬁn-nhn
within the meaning of section 733 of the
Act (18 U.S.C. §1673b). Thess
investigations were requestad in
petitions filed on June 30, 1994, by
Bellville Tube Corp. (Bellville, TX);
IPSCO Steel, Inc. (Camanche, A%

.
p
m% and USS/Kobe Steel

Participation in the investigations and

public service list —Any person baving
already filed an entry of appearance in

* the countervailing duty investigation on

OCTG from Itely is considered a party
in the antidumping investigations. Any
other persons wishing to participate in
the investigations as parues must file an
entry of appearance with the Secretary
to the Commission, es provided in
section 201.11 of the Commission’s
rules. not later than twenty-ona (21)
days after publication of this notice in
the Federal Register. The Secretary will
prepare a public service list containing
the names and addresses of all persons,
or their representatives, who are parties
to the investigations upon the expiration
of the period for filing entries of

8 ce.
F imited disclosure of business
proprietary information (BFI} under an
administrative erder (APQO)
and BPI service list.—-Pursuant to
section 207.7(a) of the Commission's
rules, the Socretsry will make BP1
gathered in these final investigations
mlable to authorized spplicants under
the APO issued in the investigstions,
provided that the application is made

not ister than twenty-one lz:l) days sfter
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thepubhahm ofthisnoticeinthe. .. hmdanmmﬂ: sections 201.16{c)
.Federal Register. A separate service list -and 207.3 of the rules, each document -
will be maintained by the Secetary for - filed by a party to the investigations
tboseparhesauthmzadwrewwm - must be served on all other parties to
under the APO. - the investigations (as identified by
Staff report—The pmhemngmﬂ -githerthe public or BPI service list), and
seport in these investigations will be - acertificate of service must be timely
placed in the n mnudon]una filed. The will not accept a
itisss.mdapubhcvmonmllhe dommmtlorﬁlingwithuutacerﬁﬁate
issusd thereafter, pursuant to section -  of servire.-

207.210fthe00mmmonsnﬂas.
Hearing. —The Commission will hold

- 'a bearing in connection with these
at §:30 z2m. on

Building. Requests
to appear at the hearmg thould be filed .
in writing with the Secretary to the
Commission on or before June 210, 1995.
A nonparty who has testimony that may
aid the Commission’s deliberations may
request permission to present a short
mm at the hearing. Al parties and
parties desiring to appear at the
l:urmg md make orel presentations
shouid atienrd a prehearing conference
to be beld at 9:30 axmn. on June 22, 1995,
at the U.S. International Trade
Commission Building. Oral testimony
ggpublu: heering are t:o:med by “
sections 201.6(b)(2), 201.13(N), and
207.23(!»102:;3@ enm:;:d
Parties are to
submit as sarly in the investigations as
possibie any requests to present @
portion of their hearing testimony in
camers.
seouraged 10 subeng s prohessing bl
enco! to submit a i i
to the Commission. Prehearing briefs
must conform with the provisions of
section 207.22 of the Commission's
ruies; the deadline for hling is June 21.
1995. Parties may also file writien
testimony in connection with their
presentation at the hearing. as provided
in section 207.23(b) of the Commission’s
ruies. and posthearing briefs. which
must conform with the provisions of
secticn 207.24 of the Commission’s
rules. The deadline for ling
posthearing briefs is july 6. 1935;
witness lestimony must be filed no later
than three (3) days before the hearing.
In addition, any person who has not
entered an appeerance s a pasty to the
investigations may submit & wrillen
statement of information pertinent 1o
the subject of the investigations on or
befare July 6, 1995. All written
submissions must conform with the
provisions of section 201.8 of the
Commission's rules; any submissions
that contain BPI must aiso conform with
the requirements of sections 201.6.
207.3, and 207.7 of the Commission’s

Authority: These investigations are being
conducted under authority of the Teriff Act
of 1930, title VIL This notice is published
pursuant to section 207.20 of the
Commission’s rules.

Issued: February 17, 1935.

By order of the Comymission.

Donna B Koehnke,

Secretory. ‘
{FR Doc. §5-4430 Filed 2-22-85; B:45 am]
ILLING CODE 7020-02-P
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Autherity: The institation of this
investigation is being rescinded under
authority of the Teriff Act of 1930, titie VII.

Issued: March 22, 1995,
By order of the Commission.
Donna R. Koehnke,
Secretary.
|FR Doc. 95=7568 Filed 3-27-85: B:45 am]
BILLING CODE M020-02-P

INTERNATIONAL TRADE
COMMISSION ‘
[mvestigation No. 731-TA=711 (Final}))

Ol Country Tubular Goods (OCTG)
From Argentina

AGENCY: United States lnternationa]
Trade Commission.

ACTION: Rescission of mstmmon of final
investigation.

SUMMARY: On'March 8, 1995, the
Commission received a letter from the
U.S. Department of Commerce
{Commerce) stating that it bad amended
its preliminary determination on OCTG

from Argentina are not being sold at less
than fair value within the meaning of
the Tariff Act of 1930. Accordingly, the
Commission rescinds its institution of a
final investigation of OCTG from
Argentina. However, because of the
Commission's ongoing investigations on
OCTG from Austria, ltaly, }apan and
Korea, and hecanse imports of OCTG
from Argentina remain subject to
investigation at Commerce, the
Commission will continue its
investigative activities, pending a fina)
determination by Commerce.
EFFECTIVE DATE: March 8, 1985,
FOR FURTHER INFORMATION CONTACT:
Douglas Carkran (202-205-3177), Office
of mvestigations, U.S. International
Trade Commission; 500 E Street SW.,
Washington, DC 20436. Hearing-
xmpmredmdmdualsmadnsedthat
information on this matter can be
obtained by contacting the
Commission’s TDD terminal on 202-
205-1810. Persons with mobility
tmpairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202-205-2000.
mwo«;ﬂ?ﬁ:m by

-] ons'
remote bulletin board

personai computers at 202—205—1895
(N.8.1).
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Pnvestigations Nos. 731-TA-711 and 716—
17 (Final]}

OCTG From Argentina, Mexico, and
Spain ) ‘
AGENCY: International Trade
Conumnission.

ACTION: Institttion and scheduling of
final antidumping investigations.

Wmmhuebygwos
notice of the institution of antid
investigations Nos. 731=TA~711 and
716-717 {Final) under section 735(b) of
the Tariff Act of 1930 {19 U.S.C.
§673d(b)) (the Act) 10 determine
whether an industry in the United
States is materially injured, or is
threstened with matarial i

estabhshmgntofanmdusu'ymthe

reason of imports from Argentina,
Mexico, end Spain of oil country -
tubular goods (OCTG),! provided for in
subheadings 7304.20, 7305.20, and
7305.200ftheHmomudTmﬁ'

z?z.;)-mhputsAde(wCFRpg:n
EFFECTIVE DATE: june 20, 1995.
FOR FURTHER INFORMATION CONTACT:
Corkran (202-205-3177), Office
of Investigations, U.S. International
Trade Commission, 500 E Street SW.,
Washmghon,DCmas.Heanng-
impaired persons
mfamnumonﬂnsmmbymmng

1 For the purposes of thess investigations, OCTG
are bollow steel prodocts of circular cross-section.
These inciude oil well casing. thing, and
drlil pipe. of iron (other thar cast iron) or sresl

. {both carbon and aiioy), whether o not confiorming
thmm(‘AH“me-AH
unfinishad

the Commission’s TDD terminal on 202-
205-TB10. Persons with mobility
im who will need special
assistance in gaining access to the”
Commission should contact the Office
of the Secretary at 202-205-2000.
Information can also be obtained by
calling the Office of Investigations”
remote bulletin board system far
personal computers at 202—-205~-1895
N,8,1).

SUPPLEMENTARY INFORMATION:
Bockgmund.--'mesuhpct
investigations are mgmsnmtedsa
result of affirmative final determinations
by the of Commerce that
imports of OCTG from Argentina,
Mexico, and Spain are being sald in the
United States at less than fair value
(LTFV) within the meaning of section
733 of the Act (19 U.S.C. §1673b).
Commerce’s preliminary determinations
of sales at LTFV were negative (60 F.R.
6503, Fi 2,1985, and 60 F R
13119.Marc:h1o. 1995). These

lPSCOSuel.hc.[camlndn.IAl
Koppel Stee] Corp. (Beaver Falis, PA);
Maverick Tube Corp. (Chesterfield,
{cunguiowa, G4 .5 Sl Gemup.
oungstown,
(Pittsburgh, PA); and USS/Kobe Steel
Co. (Lorain, OH). The schedule for the
subject i will be identical
tothatofthe(:ummmsmgomg
countervailing and antidumping duty
investigations of the subject product (60
FR 10107, F 23, 1995).

Partici investigations and
pub!wmbst.—!tnypmonhavmg
already filed an entry of appesrance in
the ongoing countervailing and
antidumping duty investigations on
OCTG is considered a party in the
subject antidumping investigations. Any
other persans wishing to participate in
e wﬂhtbSﬂg:';n
entry of appesrance

theCunmmmnothterthmtwo(zl
days afier of this notice in
the Federal , The time limits
mbhshedmmmn:(b) of the

investigations, provided
that the application is made not later
than two {2) days after the publication
of this notice in the Federal Register.
The time kmits established in section
207.7(a} of the Commission’s ruies are

hembywuvad.Asepantamhst
will be maintained by the Secretary far .
those parties authorized to receive BP1
under the APO.

report in these investigations was
placed in the nonpublic record on june
14, 1995, and a public version was
issued on June 16, 1995, pursuant to
l;ﬂnchon.".ﬂ?.Z‘loftheCommmons
Hearing.—The Commission will hold
& hearing in connection with these
investigations beginning at 9:30 am. an -
June 27, 1995, at the U.S. International
and d v o the
nonparties desiring to at
hamgandmakeunlpmmmw
prehearing conference

mhehnldatg'.aommhmezz.lsss
at the U.S. International Trade
Commission Building. Oral testimony
and written materials to be submitted at
the public hearing are governed by
mmm(bl(z).zm.nm.md

rules; the deadline for filing is June 21.
1995. Parties may also fiie written
testimony in connection with their

tion at the hearing, as provided
msed:onztl?.zstb)ofths(:msmons
brisfs, which
must conform with the of
section 207.24 of the Commission’s

) testimony
than three {3) dnysbdmothohurmg.

in addition. any person who has not
uneradmappeanncasapmymthe
may submit a writtsn
summtofmfurmanmpunnmno
the subject of the investigations on or
before July 6, 1995. All written
submissions must conform with the
provisions of section 201.8 of the
Commission's mies; any submissions
that contain BPI must also conform with
the i of sections § 201.6,
207.3, and 207.7 oi the Commission’s

In accordance with sections
§ 201.16(c) and 207.3 of the rules, each
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————

document filed by a party to the
investigations must be served on all
other parties to the investigations (as
identified by either the public or BPI
service list), and a certificate of service
must be timely filed. The Secretary will
not accept a document for filing without
2 certificate of service.

Authority: These investigations are baing
conducted under antharity of the Tariff Act
of 1930, title VIL This notice is published
pursuant to section 207,20 of the
Commission’s nles.

By order of the Commission.

Issued: June 20, 1995
Donna R. Koehnice,
Secretary.
[FR Doc. 95—15547 Filed 6-22-95; 8:45 am]
PRLLING CODE 7020-03-P ,
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DEPARTMENT OF COMMERCE

international Trade Administration
{C—433-806]

Final Affirmative Countervailing Duty
Determination: Certain Oil Country
Tubular Goods ("OCTG") From Austria

AGENCY: Import Administration,
‘International Trade Administration,
Deparmment of Commerce.
EFFECTIVE DATE: June 28, 1993,
FOR FURTHER INFORMATION CONTACT:
Jennifer Yeske or Daniel Lessard, Office
of Countervailing Investigations, Import
Administration, U.S. Department of
Commerce, Room 3099, 14th Street and
Constitution Avenue, NW., Washington,
DC 20230; telephone (202) 482-0189 or
482-1778, respectively.
Final Determination
The Department of Commerce (“the

Department’’) determines that benefits
which constitute subsidies within the
meaning of section 701 of the Tariff Act
of 1930, as amended (“the Act"}, are
being provided to manufacturers,
producers, or exporters in Austria of
certain oil country tubular goods
(*“OCTG"}). For information on the
estimated net subsidy, please see the

" Suspension of Liguidation section of
this notice.
Case History

Since the publication of the notice of
the preliminary determination in the
Federal Register (60 FR 4600, January
24, 1995), the following events have
occurred. On Febmary 2, 1995, pursuant
to a request by Voest-Alpine Stahirobr
Kindberg (“Kindberg'"), the Department
postponed the final determination in the
companion antidumping investigation
(60 FR 6512) until not later than june
19, 1995. Because this investigation is
aligned with the companion
antidumping investigation, we notified
parties that the final determination in
this investigation would also be made
no later than June 19, 1995,

We conducted verification of the
responses submitted by the Government
of Austria (“GOA™) and Voest-Alpine
Stahlrohr Kindberg (“Kindberg") from
February 27 through March 8, 1994,
Both respondents and petitioners
submitted case and rebuttal briefs on
May 23 and May 30, 1995, respectively.
A hearing was not requested.

Scope of the Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including oil well
casing, tubing, and drill pipe, of iron
{other than cast iron) or steel (both

carbon and alloy), whether seamless or
welded, whether or not conforming to
American Petroleum Institute (API) or
non-API specifications, whether
finished or unfinished (including green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20.10.10, 7304.20.10.20,
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.60,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.50.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10, and
7306.20.80.50.

After the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid
HTSUS item numbers. Accordingly,
these numbers have been deleted from
the scope definition.

Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this investigation is dispositive.

Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the statute and to the
De ent’s regulations are references
to the provisions as they existed on
December 31, 1994. References to the
Countervailing Duties: Notice of -
Proposed Rulemaking and Request for
Public.Comments, 54 FR 23366 (May 31,
1989) (“Proposed Regulations”), which
has been withdrawn. are provided

solely for further explanation of the
Department's CVD practice.

Injury Test

Because Austria is a “‘country under
the Agreement” within the meaning of
section 701(b) of the Act, the U.S.
International Trade Commission (“ITC")
must determine whether imports of
OCTG from Austria materially injure, or
threaten material injury to, a U.S.
industry. On August 24, 1994, the ITC
published its preliminarily
determination that there is a reasopable
indication that an industry in the
United States is being materially injured
or threatened with material injury by
reasons of imports from Austria of the
subject merchandise (59 FR 43591,
August 24, 1994).

Corporate History of Respondent
Kindberg

Prior to 1987, the subject merchandise
was produced in the steel division of
Voest-Alpine AG (“VAAG"), a large
conglomerate which also had
engineering and finished products
divisions. In 1987, VAAG underwent a
major restructuring and several new
companies were formed from the three
major divisions of VAAG. The steel
division was incorporated as Voest-
Alpine Stahl GmbH, Linz (“VA Linz"}.
Among VA Linz’s separately
incorporated subsidiaries were Kindberg
and Voest-Alpine Stahl Donawitz GmbH
(“Donawitz”"}. VAAG became a holding
company for VA Linz and its other
former divisions.

In 1988, VAAG transferred its
ownership interest in VA Linz to Voest-
Alpine Stahl AG (“"VAS"). At the same
time, Kindberg became a subsidiary of
Donawitz. Donawitz and other
companies were owned by VAS, which
in turn was cwned by VAAG.

In 1988, VAS and all other
subholdings of VAAG were transferred
to Industrie und Beteil, erwaltung
GmbH (“IBVG”). In 1990, IBVG, in turn,
was renamed Austrian Industries AG
{*AT"). VAAG remained in existence,
but separate from IBVG and Al holding
only residual liabilities and non-steel
assets.

In 1991, as part of the reorganization
of the long products operations,
Donawitz was split. The rail division

_ remained with the existing company

(i.e., Donawitz), however, the name of
the company was changed to Voest-
Alpine Schienen GmbH (“Schienen™).
In addition to producing rails, Schienen
alse became the holding company for
Kindberg and the other Donawitz
subsidiaries. The metallurgical division
of the former Donawitz was
incorporated as a new company and was
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named Voest-Alpine Stahl Donawitz
(“Donawitz II"). -
Equityworthiness

As discussed below, we have
determined that the GOA provided
equity infusions, through the state-
owned industry holding company,
Osterreichische Industrieholding-
Aktiengeselischaft (“OJAG"), to VAAG
in the years 1983, 1984, and 1986, and
to Kindberg in 1987. In order for the
Department to find an eguity infusion
countervailable, it must be determined
that the infusjon is provided on terms
inconsistent with commercial
considerations. Petitioners have alleged
that VAAG and Kindberg were
unequityworthy in the years in which
they received equity infusions and that
the equity infusions were, therefore,
inconsistent with commercial
considerations. According to
§ 355.44(e)(2) of the Department’s
Proposed Regulations, for a company to
be equityworthy it must show the ability
to generate a reasonable rate of returz
within a reasonable period of time. A
detailed equityworthiness analysis can
be found in the Department’s
Concurrence Memorandum dated June
19, 1995. A summary of that analysis
follows.

In the Final Affirmative
Countervailing Duty Determination:
Certain Steel Products from Austria, 58
FR 37217 (July 9, 1993) (“Certain
Steel”}, the Department found VAAG to
be unequityworthy in the years 197884
and 1986. Respondents have not
questioned this determination and no
additional information concerning that
period has come to light. Therefore, we
determine VAAG to be unequityworthy
during the period 1978-84, and for
1986.

With respect to the equityworthiness
of Kindberg in 1987, we have further
examined the information provided
regarding Kindberg's future prospects.
This information included a more
detailed excerpt of the VA Neu study
than was available at the time of the
preliminary determination, OIAG
Finance Concepts, and an internal
operating forecast performed by
Kindberg. Although the forecasts show
a trend toward profitability, they fail to
establish that Kindberg would generate
a reasonable rate of return in a
reasonable period of time. Therefore, we
determine that the 1987 equity infusion
into Kindberg was inconsistent with _
commercial considerations. We also
reaffirm our preliminary determination,
based on our analysis from Certain
Steel, that VAAG’s poor performance
prior to the restructuring supports a
finding that the 1987 infusion into

Kindberg was inconsistent with
commercial considerations.

Allocation of Non-Recurring Benefits

We have determined that the
subsidies received by Kindberg are
“‘non-recurring” because the benefits are
exceptional and the recipient could not
expect to receive them on an ongoing
basis (see, the General Issues Appendix
to the Final Countervailing Duty
Determination: Certain Steel Products
from Austria (“GIA"), 58 FR 37225,
37226 (July 9, 1993)). Conseguently, as
explained in § 355.49 of the Proposed
Regulations, we have allocated the
benefits over a period egual to the
average useful life of assets in the
industry.

A company-specific discount rate was
not available for the allocation.
Therefore, we have used the bond rate
designated as being for “Industry and
other Austrian Issuers™ in the Austrian
National Bank’s Annual Report.
Although respondents reparted an
alternative borrowing rate to be used as
the discount rate, we verified that their

_proposed rate reflected large

government borrowings. Because we are
measuring the benefit to the recipient
company, we prefer a commercial
benchmark. Therefare, we have rejected
the rate dominated by government
borrowing and selected instead a rate
which reflects what it costs businesses
to borrow.

Caiculation of the Benefit

For purposes of this final
determination, the period for which we
are measuring subsidies (the PO} is
calendar year 1993. In determining the
benefits received under the various
programs described below, we used the
following calculation methodology. We
first calculated the benefit attributable
to the POI for each countervailable
program, using the methodologies
described in each program section
below. For each program, we then
divided the benefit attributable to
Kindberg in the POI by Kindberg's total
sales revenue, Next, we added the
benefits for all programs to arrive at
Kindberg's total subsidy rate. Because
Kindberg is the only respondent.
company in this investigation, this rate
is also the country-wide rate.

Based upon our analysis of the
petitior, responses to our
questionnaires, verifications and
comments made by interested parties,
we-determine the following:

A. Programs Determined To Be
Countervailable

We determine that subsidies are being

provided to manufacturers, producers,

or exporters in Austria of OCTG under
the following programs:

1. Equity Infusions to Veest-Alpine AG
{VAAG]): 1983, 1984 and 1986

The GOA provided equity infusions
through OIAG to VAAGin 1983, 1984
and 1986, while VAAG owned the
facilities which became Kindberg, the
producer of the subject merchandise.
The 1983 and 1984 infusions were given
by OIAG pursuant to Law 589/1983. The
1986 equity infusion was given as an
advance payment for funds to be
provided under Law 298/1987 {the
OIAG Financing Act). Law 589/1983
and Law 298/1987 provide authority for
disbursement of funds solely to
companies of OLAG, of which VAAG is
one.

In Certain Steel, the Department
determined these equity infusions to be
de jure specific. Respondents did not
provide any information disputing these
findings in this proceeding. Moreover,
since we have determined that VAAG
was unequityworthy in these years, we
determine that these infusions were
provided to VAAG on terms
inconsistent with commercial
considerations.

Respondents argue that subsidies
received by VAAG prior to the 1987
restructuring are not appropriately
attributable to Kindberg. However, we
have determined that these subsidies
continue to benefit Kindberg’s
production of OCTG, in accordance
with restructuring methodology
discussed in the GIA, at 37265-8. (See
Comment Two, below, for a discussion
of respondents’ comments and the
De_Fa.ttment’s position on this matter.)

o calculate the portion of these
subsidies to VAAG which is attributable
to Kindberg, we divided Kindberg's
asset value on January 1, 1987, by
VAAG’s total asset value on December
31, 1986 {i.e., pre-restructuring). This
ratio best reflects the proportion of
VAAG's total 1986 assets that became
Kindberg in 1987.

We then applied this ratio to VAAG's
subsidy amount to calculate the portion
of these infusions allocable to Kindberg.
To calculate the benefit for the POI, we
treated each of the equity amounts as a
grant and zllocated the benefits over a
15 year period beginning in the years
the equity was received by VAAG. Ow
treatment of equity as grants is
discussed in the GIA, at 37239. We then
divided the benefit by total sales of
Kindberg during the POL On this basis,
we determine the net subsidies for these
equity infusions to be 1.37 percent ad
valorem for ali manufacturers,
producers, and exporters in Austria of
OCTG.
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2. Grants Provided to VAAG: 1981-86

The GOA provided grants to VAAG
through OIAG pursuant to Law 602/
19813, Law 589/1983, and Law 298/1987.
In Certain Steel, the Department found
grants disbursed under Law 602/1981,
Law 589/1983 and Law 298/1987 to be
provided specifically to the steel
industry and, hence, countervailable (58
FR 37221). Respondents have not
challenged the countervailability of
these grants in this proceeding.

. The grant received in 1981 was less
than 0.50 percent of VAAG's sales in
that year. Hence, as explained in
§ 355.44(a) of our Proposed Regulations
and the GIA, at 37217, we have
expensed the grant received in 1981 in
that year. To calculate the benefit from
the other grants, we used the
methodology described in Equity
Infusions to VAAG: 1983-84, 1986
section, above. On this basis, we
determine the pet subsidies under this
program to be 3.68 percent ad valorem
for all manufacturers, producers, and
exporters in Austria of OCTG.

3. Assumption of Losses at
Hestructuring by VAAG on Behu]f of
- Kindberg

In Certain Steel, we determined that,
in connection with the 1987
restructuring. VAAG retained all the
losses carried forward on its balance
sheet and that no losses were assigned

-to its newly created subsidiaries. VAAG
later received funds from the GOA
under Law 298/1987 to offset these
losses. We found that VAAG’s
subsidiaries benefitted because VAAG
retained these losses when the company
was restructured. In the present
investigation, petitioners allege that this
assumption of losses provided a
countervailable subsidy to Kindberg, a
subsidiary of VAAG.

In our preliminary determination,
respondents argued that the assumption
of losses did not provide a benefit to
Kindberg because Kindberg could have
used such losses to reduce income-tax
liabilities in the future. We stated that
this argument would be more closely
analyzed for our final determination.

At verification, we learned that
Austrian Commercial Law and Austrian
Tax Law distinguish between two types
of losses: tax losses and commercial
losses. Kindberg's tax losses were
carried forward after the restructuring
and were used to offset income taxes in
future years. The losses which were
retained by VAAG and countervailed in
Certain Steel, were commercial losses.
All commercial losses were retained by
VAAG after the restructuring. Hence we
conclude that the losses retained by

VAAG could not be used to reduce the
future tax liabilities of Kindberg.

Respondents now argue that
commercial losses were not generated
by Kindberg and, therefore, the
assumption of losses by VAAG does not
benefit Kindberg. At verification,
however, respondents were unable to
identify how the losses which remained
on VAAG's books were incurred.
Mareover, Kindberg's auditor’s report
states that Kindberg incurred significant
commercial losses in 1985 and 1986.
Hence, we find no basis for concluding
that the losses retained by VAAG should
not be attributed in part to Kindberg.

We concluded in Certain Steel that,
“if VAAG had assigned these losses to
its new companies, then each of the new
companies would have beenina * * *
precarious fnancial position” (Certain
Steel, 37221). Similarly, we determine
that the assumption of losses provided
a benefit to Kindberg.

To calculate the benefit, we have
treated the losses not dxszguted to
Kindberg as a t received in 1987,
Kindberg's share of the losses was
determined by reference to its asset
value relative to total VAAG assets. To
allocate the benefit, we used the
methodology described in Equity
Infusions to VAAG: 1983-84, 1986
section, above. On this basis, we
determine the net subsidies for this
program to be 1.26 percent ad valorem
for all manufacturers, producers, and
exporters in Austria of OCTG.

4. Equity Infusion to Kindberg: 1987

A direct equity infusion from OIAG to
Kindbherg was made on Jsnuary 1, 1987,
pursuant to Law 298/1987. As under
Law 589/1983, funds under Law 298/
1987 were provided solely to the steel
industry. Therefore, we find this
infusion to be specific. Moreover, since
we have determined that Kindberg was
unequityworthy in 1987, this infusion
was made on terms inconsistent with
commercial considerations, Thus, we
determine this infusion to be
countervailable.

To calculate the benefit for the POI,
we treated the equity amount as a grant
and allocated the benefit over 15 years.
Because the equity investment was
made directly in Kindberg, and because
Kindberg was separately incorporated as
of that year, the entire benefit has been
attributed to Kindberg. The portion
allocated to the POI was divided by total
sales of Kindberg during the POI to
determine the ad valorem benefit. On
this basis, we determine the net
subsidies for this program to be 5.13
percent ad valorem for all
manufacturers, producers, and exporters
in Austria of OCTG.

B. Programs Determined not to Benefit
the Subject Merchandise

We included in our investigation
subsidies provided after 1987 to VA
Linz, VAAG and VAS based cn
petitioners’ allegation that subsidies to
these companies benefitted Kindberg.
Based on information provided in the
responses and our findings at
verification, we determine that no
subsidies were being transmitted to
Kindberg from its related companies.

Therefore, the following programs did
not bestow a benefit on Kindherg. Fora
discussion of the transmittal of

. subsidies, see the Department’s

Concurrence Memorandum dated June
19, 1995.

1. 1987 Equity Infusion to VA Linz.
-2 Post-Restmctunng Equity Infusions
to VAAG,

3. Post-Restructuring Grants to VAAG.

4. Post-Restructuring Grants to VAS.
C. Analysis of Upstream Subsidies

The petitioners have alleged that
manufacturers, producers, or exporters
of OCTG in Austria receive benefits in
the form of upstream subsidies. Section
771A(a) of the Tariff Act of 1930, as
amended (the Act), defines upstream
subsidies as follows:

The term “u subsidy” means
any subsidy * * * by the government of
a country that:

(1) Is paid or bestowed by that government
withrespect o a [hersinafter referred
to as an “input product”) that is used in the
manuiacmreorproducnonmthatommu'yof
merchandise which is the subject of a
countervailing duty proceeding;

(2) In the judgment of the admiristering
authority bestows a competitive benefit on
the merchandise; and

{3) Has a significant effect on the cost of
mamfacturing or producing the
merchandise. _
Each of the three elements listed above
must be satisfied in order for the
Department to find that an upstream
subsidy exists. The absence of any one
element precludes the finding of an
upstream subsidy. As discussed below,
respondents have shown that a
competitive benefit does not exist.
Therefore, we have not addressed the
first and third criteria.

Competitive Benefit

In determining whether subsidies to
the upstream supplier(s) confer a
competitive benefit within the meaning
of section 771A(a)(2) on the subject
E:Ichan&se section 771A(b) directs

t:

* * * a competitive benefit has been
bestowed when the price for the input
product * * * is lower than the price that
the manufacturer or producer of merchandise
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which is the subject of a countervailing duty
proceeding would otherwise pay for the
product in obtaining it from another seller in
an anms-length transaction.

The Proposed Regulations offer the
following hierarchy of benchmarks for
determining whether a competitive
benefit exists:

* * *In evaluating whether a competitive
benefit exists pursuant to paragraph (2)(2) of
this section, the Secretary will determine
whether the price for the input product is
iower than:

{1} The price which the producer of the
merchandise otherwise would pay for the
input product, produced in the same country,
in obtaining it from another unsubsidized
seller in an arm’s length transaction; or

(2) A world market price for the input
product. ’

In this instance, there is not another
supplier in Austria of the input product,
steel blooms. However, Kindberg does
purchase the input product from an
unrelated foreign supplier. Therefore,
we have used the prices charged to
Kindberg by the foreign supplier as the
benchmark world market price.

Because the foreign supplier's prices
are delivered, we made an upward
adjustment to the domestc supplier’s
prices to account for the cost of freight
between Kindberg and that supplier.
Based on our comparison of these
delivered prices for identical grades of
steel biooms, we found no competitive
benefit was bestowed on Kindberg
during the POI. Therefore, we determine
that Kindherg did not receive an
upstream subsidy. :
Interested Party Comments

Comment One: Attribution of VAAG
subsidies to Kindberg

Respondents argue that in British
Steel plev. United States, the CIT
established that *“a subsidy cannot be
provided to a *productive unit’ or
‘travel’ with it unless the ‘productive
unit’ is itself an artificial capable
of receiving a subsidy.” Prior to 1987,
Kindberg was not a separately
incorporated company—Kindberg was
not an “artificial n." Therefore,
respondents claim that subsidies
received by VAAG prior to 1987 could
not *“travel” with Kindberg after the
restructuring. Moreover, they argue that
the requirements in British Steel also
preclude the Department from
attributing losses assumed at
restructuring by VAAG to Kindberg
Eyecause only asﬁpbsidies received directly

Kindberg after its incorporation are
countervailable.

Petitioners assert that British Steel is
irrelevant to Kindberg because it
involved cases where subsidized state-
owned companies were privatized.

However, in this investigation, the
Austrian government still owns 100% of
Kindberg (i.e., Kindberg has not been
privatized). Petitioners note that two
types of corporate restructuring were
identified in Certain Steel.
Privatizations (i.e., mergers, spin-offs,
and acquisitions) were one type of
corporate restructuring, while internal
corporate restructurings were the other
type. The 1987 VAAG restructuring was
identified as an internal corporate

restructuring. Petitioners note that an

internal restructuring does not
constitute a sale for purposes of
evaluating the extent to which subsidies
passed through to a new entity.
Therefore, they assert that none of the
issues addressed in British Steel are
relevant.

DOC Position
Respondents’ reliance on British Steel

PLC v. United States, Slip Op. 95-17
(CIT February 9, 1995) is misplaced.

. First, British Steel is not a final decision

oft&eMnodeﬁonhasbeen .
made ing whe any issue
contained in that opinion should be
appealed. Therefore, the Depariment is
not bound by that opinion.

Further, even if British Steel were a
final decision, the issues contained in
the opinion which relate to privatization
are inapposite in this case. The entire
British Steel opinion is premised or an
actual privatization of a company, i.e..
a sale of all or part of the government’s
interest. In this case, Kindberg has not
been privatized, Although the
immediate parent of Kindberg changed
through the restructuring, the ultimate
equity owner was and remains the GOA.
The British Steel opinion did not
address a situation in which a company
was restructured, but there was no saje
of the government’s interest.

Comment Two: Allocatien Time-Period

Respondents argue that allocating
benefits from nonrecurring grants and
equity infusions over fifteen years,
based on the IRS tables, contravenes
established judicial precedent, as well
as congressional intent. They state that
a recent CIT decision (i.e., British Steel
plc v. the United States) held that this
allocation methodology, used in Certain
Steei, was contrary to law. Respondents
argue that the Department should -
employ an allocation methodology
which reasonably reflects the relevant
commercial and competitive advantages
enjoyed by Kindberg. Specifically, the
Department should allocate benefits
using the 3, 5, and 10-year schedules of
depreciation found in Kindberg’'s
balance sheet and statement of profit
and loss.

Petitioners claim that the the CIT did
not find that the Department’s allocation
methodology was unlawful per se. The
court’s specific concern was that the
Department had not adequately
explained how the IRS tables reflected
the benefit from subsidies used for
purposes other than the purchase of
physical assets. The court recognized
that, after engaging in an examination of
the firms under investigation, the
Department might still find that the IRS
tables could serve as a proxy for
allocating subsidy benefits.

Petitioners argue that Kindberg has
not provided sufficient evidence that
fifteen years does not reflect the benefit
to Kindberg from non-recurring
subsidies. Petitioners note that Kindberg
did not provide cites for the 3, 5, and
10 year depreciation schedules.
Moreover, Kindberg did not explain the
relevance of these depreciation
schedules, nor did it identify the assets
that are subject to the depreciation
schedules. Given the lack of contrary
evidence in the record, the Department
should determine that the 15-year
aliocation period reasonably represents
the benefit to Kindberg from non-
recurring subsidies.

DOC Position

As noted previously, respondents’
reliance on British Steel FLC v. United
States, Slip Op. 95-17 (CIT February 9,
1995) is misplaced. British Steel is not
a final decision of the CIT, and no
decision has been made regarding
whether any issue contained in that
opinion should be appealed. Therefore,
the Department is not bound by that
opinion.

Furthermore, renewable physical
assets are essential to the continuation
of 2 company’s productive activity,
which in turn affects the commercial
and competitive position of a company.
Therefore, the Department has
determined that the average useful life
of renewable physical assestsis an
appropriate measure of the commercial
and competitive benefits from non-
recurring subsidies (see, GIA, at 37227).

Comment Three: Assumption of Losses

Respondents argue that the evidence
on record does not support the
Department's preliminary finding that
VAAG's assumption of losses provided
a countervailable subsidy to Kindberg.
According to respondents, it was
determined at verification that the
losses which remnained on VAAG's
books after the restructuring were
incurred by other units of Voest-Alpine.
Respondents claim that “absent
substantial evidence on the record
atrributing VAAG's losses to Kindberg,
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the Department’s final determination
should not result in a net subsidy
calculation for these fictive benefits.”
According to petitioners, the .
Department was told at verification that
the majority of the losses in question
were incurred by divisions other than
Kindberg, and that Kindberg's portion
would therefore be small. Petitioners
note that respondents were unable to
document or even to determine the
actual amount of the losses which were
attributable to Kindberg. Petitioners
further argue that, had any of VAAG's
losses been allocated to Kindberg, the
newly formed company would have
required additional capital in order to
avoid insolvency. They conclude that at
least some of the losses assumed by
VAAG may have been incurred by
Kindberg and should, therefore, have .
been allocated to Kindberg. The
assumption of those losses provided a
countervailable subsidy to Kindberg.

DOC Position

We agree with petitioners. At
verification, VAAG officials explained
that the amount of VAAG’s losses
attributable to Kindberg is not
determinable. While we did see
evidence that substantial losses were
incurred by other divisions of VAAG
prior to the restructuring, it does not
follow that no losses were created by
Kindberg. Moreover, an excerpt from
Kindberg’s 1987 auditor’s report notes
that Kindberg incurred operating losses
in the amounts of AS 781 million in
1985 and AS 289 million in 1986. Thus,
the evidence on the record indicates
that Kindberg incurred losses prior to
1987.

Comment Four: 1987 Equityworthiness
of Kindberg ‘
Respondents assert that the
Department should not rely solely on
the past financial performance of VAAG
in determining whether Kindberg was
equityworthy in 1987. The Department’s
determination should take into
consideration Kindberg's expected
future performance—as outlined in the
VA Neu study, the FGG reports, and
Kindberg's operating forecasts.
Respondents claim that these sources all
predicted profitability within three
years of the date of incorporation.
Furthermare, respondents argue that
the company’s performance both prior
1o and after its effective incorporation
date shonld be considered. With respect
to Kindberg’s actual performance,
respondents note that as early as the
third quarter of 1987, Kindberg’s
performance showed marked
improvement over 1986. Therefore, even
before Kindberg's equity infusion was

provided, future financial prospects for
the firm had improved significantly.
Moreover, they state that Kindberg's
performance continuved to improve
during 1988 and 1989 and that by 1990,
Kindberg was operating at a profit. They
contend that at the time of the equity
infusion, a reasonable private investor
would have recognized that Kindberg
was capable of generating a sizable
return on investment in a reasonable
amount of time.

Petitioners claim that the
Department’s stated policy in the GIA is
to place greater reliance on past
indicators than on studies of future
expected performance. The starting
point of the Department’s analysis,
therefore, should be a review of VAAG™s
past performance—which would lead to
a finding that Kindberg was
unequityworthy in 1987.

With respect to the VA Neu Study,
petitioners argue that the information is
inadequate to establish whether
Kindberg was equitywarthy. They argue
that the Department cannot properly
analyze the study because respondents
only submitted excerpts containing
general discussions of possible cost

savings.

mﬁonally, petitioners assert that
Kindberg’s predicted profitability does
not establish that the company would
generate a reasonable rate of return
within a reasonable time—particularly
in light of the substantial losses that
Kindberg was expected to incur prior to
achieving profitability.

Finally, petiticners stress that the

. Department does not consider the actizal

performance of the company subsequent
to the receipt of an equity infusion.
Kindberg's actual performance after
1987 is irrelevant for purposes of an

"equityworthiness determination because

such information would not have been
available to a private investor at that
time.

DOC Position

We agree with respondents that the
Department should not rely solely on
the past financial performance of VAAG
to detennine whether the 1987 equity
infusion in Kindberg was consistent
with cormmercial considerations. As
stated in the GIA, as 37244, in
circumstances such as a restructuring jt
may be appropriate to piace greater
weight on certain factors (such as future
prospects), than others (past
performance). Hence, the Department
has examined closely the expected
results of the restructuring for Kindberg.
At the sarne time, we reaffirm our earlier
conclusion as to VAAG's performance.

We also disagree with petitioners that
the information provided by

respondents regarding future prospects
is inadequate. While the VA Neun study
by itself might not be sufficient, largely
because it was internally generated and
because it was undertaken for different
purposes, we have not relied solely on
that study. In addition, we bave relied
on the estimates provided in
conjunction with the FGG's “oversight”
activities in the restructuring. Although
the FGG is part of the Austrian Finance -
Ministry, there is no indication that it
did not operate independently in its
assessments of the restruchuring process.

We do, however, agree with
petitioners that these forecasts do not
provide a basis for concluding that the
GOA would receive a reasonable return
within a reasonable amount of time.
Heavy losses were predicted for the
early years and the best year showed
only that the company would break
even (or possibly return a small profit).
Although these estimates showed a
trend toward profitability, they also
showed a negative net return over the
time horizon they covered.

We also agree with petitioners that
Kindberg’s actual performance after the
equity infusion is irrelevant to this
determination. Our examination focuses
on what the investor could have
expected to receive at the time the
investment was made.

Comment Five: Amount of the 1987
Equity Infusion

Petitioners argue that the Department
should find the total amount of equity
received by Kindberg in 1987 {i.e., both
the direct infusion from OIAG and the
initial equity contribution by VAAG) to
be a countervailable subsidy.

DOC Position

The equity on Kindberg's opening
balance sheet for 1987 was composed of
initial start-up capital provided by
VAAG, an increase in VAAG’s equity
position due to a revaluation of the
assets contributed by VAAG to
Kindberg, and the 1987 equity infusion
by OIAG. VAAG was later reimbursed
by OIAG for its initial equity
contribution.

In Certain Steel, the Department
concluded that VAAG's contributions of
equity capital to its newly formed
subsidiaries in 1987 did not constitute
countervailable equity infusions. Rather,
VAAG merely distributed its pre-
existing assets and lisbilities to its
subsidiaries. Because the method used
to allocate assets and liabilities to the
new subsidiaries was reasonable, the

ent found that no
countervailable benefit was conferred in
this action. The initial equity received
by Kindberg was part of that
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redistribution of VAAG's assets.
Therefore, consistent with Certain Steel,
we have found that the assets provided
by VAAG to Kindberg are not a subsidy.
However, as discussed above, the losses
retainred by VAAG did giverise to a
subsidy to Kindberg.

Comment Six: Bayou Steel Corporation
{“BSC”')

Respondents assert that the
Department should not countervail the
equity infusions and grants received by
VAAG in 1983 and 1984 because these
funds were used to cover losses
incurred by BSC in the United States.
Moreover, because BSC was sold in
1986, Kindberg cannot be receiving any
benefits from those funds.

Petitioners argue that in Certain Steel,
the Department found that the funds in
question were provided to cover
VAAG's worldwide losses, including
those associated with Bayon Steel.
Therefore, the subsidies are attributable
to all of VAAG, including Kindberg.
DOC Position

We agree with petitioner. In Certain
Steel, we determined that these funds
were provided to cover VAAG’s
worldwide losses. Respondents have not
provided information that these funds
were intended solely to benefit BSC [see
GIA, at 37236). With respect to the sale
of BSC, we have applied the spin off
methodology applied in the Certain
Steel cases. A portion of the subsidies
received by VAAG would have been
allocated to BSC at the time of its sale,
but the payment VAAG received for
BSC was sufficiently large that all of the
subsidies reverted to VAAG. Hence,
these subsidies continue to be, in part,
attributable to Kindberg.

Verification

In accordance with section 776{b) of
the Act, we verified the information
used in making our final determination.
We followed standard verification
procedures, including meeting with
government and company officials, and
examination of relevant accounting
records and original source documents.
Our verification results are outlined in
detail in the public versicns of the
verification reports, which are on file in
the Central Records Unit (Room B-099
of the Main Commerce Building).
Suspension of Liquidation

In accordance with our affirmative
preliminary determination, we
instructed the UJ.5. Customs Service to
suspend liquidation of all entries of
OCTG from Austria, which were entered
or withdrawn from warehouse for
consumption, on or after January 24,

1995, the date our pzehmmary
determination was published in the
Federal Register.

Under Article 5, paragraph 3 of the
GATT Subsidies Code, provisional
measures cannot be imposed for more
than 120 days without final affirmative
determinations of subsidization and
injury. Therefore, we instructed the U.S.
Customs Service to discontinue
suspension of liquidation on the subject
merchandise beginning May 24, 1995,
but to continue suspension of
liquidation of all entries, or wathdrawals
from warehouse, for consumption of the
subject merchandise entered from
January 24 through May 23, 1995. We
will reinstate sus; ion of liquidation
under section 703(d)} of the Act, if the
ITC issues a final affirmative injury
determination, and will reguire a cash
deposit of estimated countervailing
duties for such entries of merchandise
in the amount indicated below.

OCTG

Country-Wide Ad Valorem Rate: 11.44
percent

ITC Notification

In accordance with section 705(c) of
the Act, we will notify the ITC of our
determination. In addition, we are
making available to the ITC all
nonprivileged and nonpropnetary
information relating to this
investigation. We will allow the ITC
access to all privileged and business
proprietary information in our files,
provided the ITC confirms that it will
not disclose such information, either
publicly or under administrative
protective order, without the written
consent of the Deputy Assistant
Secretary for Investigations, Import
Administration.

If the ITC determines that material
injury, or threat of matenal injury, does
not exist, these. gs will be
terminated and all esumated duties
depaosited or securities posted as a result
of the suspension of liquidation will be
refunded or cancelled. If, however, the
ITC determines that such injury does
exist, we will issue a countervailing
duty order directing Customs officers to
assess countervajling duties on OCTG
from Austria.

Return or Destruction of Proprietary
Information

This notice serves as the only
reminder to parties subject to
Administrative Protective Order {APO)
of their responsibility concerning the
return or destruction of proprietary
information disclosed under APO in
accordance with 19 CFR 355.34(d).

Failure to comply is a violation of the
APQ. ‘

This determination is published

t to section 705(d) of the Act

and 19 CFR 355.20{a)}(4).

Dated: June 19, 1995.
Susan G. Esserman,
Assistant Secretary for Import
Administration.
[FR Dac. 95-15762 Filed 6-27-95; 8:45 am)
BILUNG CODE 2510-DS-P '

[A-357-810]

" Final Determination of Sales at Less
Than Fair Vaiue: Oil Country Tubular
Goods From Argentina

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

EFFECTIVE DATE: June 28, 19285.

FOR FURTHER iNFORMATION CONTACT: John
Beck or jepnifer Stagner, Office of
Antidumping Investigations, Import
Administration, International Trade
Administration, U.S. Department of

. Commerce, 14th Street and Constitution

Avenue, NW., Washington, DC 20230;
telephone (202) 4823646 or (202) 482~

1673, respectively.
Final Determination

The of Commeme (the
De

‘tubular goods (OCTG) from Argentina

are being, or are likely to be, sold in the
United States at less than fair value, as
provided in section 735 of the Tariff Act
of 1930, as amended (the Act). The
estimated margins are shown in the
Suspension of Liquidation section of
this notice.
Cuse History

Since the amended prelimi
determination on March 6, 1995 (60 FR
13119, March 10, 1995), the following
events have

In March and April 1995, the
Department verified the cost and sales

ionnaire of Siderca

S.A.LC. and Siderca Carp. (collectively
Siderca). Verification reports were
issued in May 1995. On May 10 and 17,
1995, the interested parties submitted
case and rebuttz] briefs, respectively. On
May 18, 1995, a public hearing was
held. On May 23, 1995, Siderca
submitted a revised sales tape pursuant
to the Department’s request correcting
for miner errors discovered at
verification.
Scope of the Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including oil well
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casing, tubing, and drill pipe, of iron
{other than cast iron) or steet (both
carbon and alloy), whether seamless or
welded, whether of not conforming to
American Petroleutn Institute {API) or
non-APl specifications, whether
finished or unfinished (inthuding green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20.10.10, 7304.20.10.20,
7304.20.190.30, 7304.20.10.40,
7304.20.10.50, 73064.20.10.60,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.20.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.50,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30, .
7304.20.80.45, 7304,20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.3G, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10, and
7306.20.80.50.

After the publication of the

preliminary determination, we were

" informed by Customs that HTSUS item
numbers 7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid

. HTSUS item numbers. This was
confirmed by exemination both of the
Customs moduie and the published
1995 HTSUS tariff schedule.
Accordingly, these numbers have been
deleted from the scope of this

investigation.

" Although the HTSUS subheadings are.

provided for convenience and customs
purposes, our written description of the

scope of this invesﬁgation is dispositive.

Period of Invest!gaﬁon

The period of mvesugatxon (POI) is
January 1, 1994, through June 30, 1994.

Applicable Statute and Regulations

Unless otherwise indicated, all

- citations to the statute and to the

Department’s regulations are in
reference to the provisions as they

 existed on December 31, 1994.

Such or Similar Comparisons

We have determined for purposes of
the final determination that the OCTG
coveredbyt.h:smvestxgauoncumpnses
a single category of “such or similar*
merchandise within the meaning of '
section 771(16) of the Act. Where there
were no sales of identical merchandise
in the third country ! to compare to U.S.
sales, we made similar merchandise
cornparisons on the basis of the product
characteristics listed ir Appendix V of
the Department’s antidumping .
questionnaire, as modified and
discussed in the preliminary
determination. In two instances, the

’remsedproductcmwdancesubmﬂhed

by Siderca did not follow exactly the
product comparisons made in the
preliminary determination. We have’
corrected the product concordance for

' - these instances (see Comment § in the

“Interested Party Cumments" section of '
this natice).

We made adjusunems. where
appropriate, for differences in the
physical characteristics of the .
merchandise, in accordance with
section 773(a)(4)(C)-of the Act
Fair Value Compuarisons

To determine whether Siderca’s sales
of OCTG from A to the United
States were made at less than fair value,
‘we compared the United States price
(TJSP) to the foreign market value
(FMV), as ified in the “United
States Price” and “Foreign Market
Value™ sections of this notice.

United States Price

We calculated USP according to the
methodology described in our

exceptions:
1. For the cost of production (COP) of
the merchandise that was further

manufactured in the United States, we

included in the cost of manufacture
(COM]} the research and development
{R&D) expense excluded by nspondent

and computed general and

administrative (G&A) on an

annual basis from Siderca’s March 31,
- 1994, income statement. -

2. We applied the net financial
expense of the consolidated parent to

* the ﬁu‘thermanuﬁcttuingcosls_‘ofthd

related further masufacturer.

3. We made deductions from gross
unit price for movement variances that
represent the difference between the
accrual and actual movement costs.

4. We recalculated inventory

. carrying
. cost to use the interest rate of the entity

the time period when that entity

-during
hoids title to the goods. That is, we used

the Argentine interest rate during the
period from production to Siderca
S.A.LC.’s trausfer of title to Siderca

- Corp. and the U.S. interest rate during
the period the merchandise is held by
Siderca Corp.

In order to calculate c:'edn expenses
for certain sales which had either not
yet been shipped or peid for, we

followed the methodology used in our
prehmmary determination and assigned
the average number of credit days when
shipment and dates weve
missing, but now used the date of the
final determination, june 19, 1995, as
. the assumed payment date when only
payment dates were missing.

Foreign Market Value .

As stated in the preliminary
determination, we found that the home
market was not viable for sales of OCTG
and based FMV on sales to the People's
Repubheofch:mmmmngthe
course of this im thehgl ¢
petitioners questioned timacy o
certain sales made by Siderca to the
Chinese market: The Department closely
examined these sales at verification and
found no reason to alter its "
determination that PRC sales are the
appropriate basis for FMV (see
Comment 1 in the “Interested Party
Comments™ sectiop of this notice).
Cost of Production Analysis

As we indicated in our
determination, the initiated
an investigation to determine whether
Siderca’s sales in the PRC were made
below their COP. We calculated the COP
accordmgtothemethodologydsscrﬂ)ed

detemmzm:m,

-in our p with
the following exceptions

1. WemciudedmtheCQMtheR&D
expense excluded by Siderca.

2. We computed G&A on an

annual basis from"Siderca’s March 31,
1994, income statement.

3. We excluded duties from the COP
since the price to which COP was
compared was also exclusive of duties.

After computing COF, we compared
product-specific COP net of direct and

indirect selling expenses to reported

- 1 The bome market in this case is not viable. Sales thud-country pnmsmmnet of

1o the Peuple’s Republic of China (PRC) are being
used as the basis for the FMV and COP analysis.

movement charges and direct and
indirect selling expenses. .
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Results of COP Analysis

in accordance with section 773(b) of
the Act, we followed our standard
methodology as described in-the

preliminary determination to determine
whether the third country sales of each

product were made at prices below their
COP Based on this methodology, none
of Siderca’s PRC sales were found to be
below cost. y, we calculated,
FMYV according to the methodology

in our preliminary

dete:mmauon, with the following

1. Wemcaluﬂatedcteduumgthe
U.S. interest rate since all third country
sales were denominated in U.S. doliars.

2. We made & circumstance-oi-sale
adjustment ta FMV to account for the
difference in the average effective
reintegro {rebate) rate included in the
U.S. price (see Comment 6 in the
*“Interested Party Comments” section of
this notice).

© In order to calculate credit expenses
for unshipped or unpaid Chinese sales,’
wo applied the same methodology
described above for USP.

Currency Conversion

Bauusemrﬁﬁadmhangsmfor
Argentina were unavailable from the
Federal Reserve, we made

dates of the U.S. sales as published by

the International Monetary Fund in
accordance with 19 CFR 353.60(a).
Verification

As provided in section 776(b) of the
Act, we verified the information used in
making cur final determination.
Interested Party Comments
Comment 1: Third Country Sales

obtained from Siderca reveals that the
date of sule of many of Siderca's thirg-
country sales falls outside the POIL,
making the home market viable. The
petitioners state that Siderca did not
adhere to the Department's definition of
date of sale for the majority of its third-
country sales. They argue that Siderca’s
refusal to produce writien agreaments
with a certain Chinese customer or price
lists pursuant to those agreements leads
one to conclude that there were two
binding contracts between Siderca and
peitionses erpue thatthe shipmen
oners argue that ts
t to both of those agreements
shouid be exciuded from the

Department’s visbility analysis.

Regarding the first agreement, the
petitioners argus that the price and

'quantity were agreed to before the POI,.

in accordance with the terms specified
in Siderca’s 1991 Framework Agresment
with its customer. Therefore, the POl
shipments should be associated with
pre-POI sales and excluded from the
De ent’s analysis.

petitioners argue that Siderca’s
contention that the 1991 Fremework
Agreement resulted only in periodic
“generai agreements" on quantity and
on “general price levels” is an attempt
to d:.'u:aunt tha guthority of the 1991
Framewuork Agreement. They state that

-nothing in the 1991 Framework

Agreement makes any mention of
Siderca’s claim that

petitioners further state that in
the Final Determination of Sales at Less
Than Fair Value: Steel Bar from Indie
opertiment omnd that shipinents der

ent prments

a sale agreement were a valid sale as of
the date of the agreement; ever though
the sale was subsequently cancelled.
The petitioners argue that if the
cancellation of a contract does not alter
the date of sale with regard to other
Wmmdwwmm

alterthsdataofsaleg:toldeastforaﬂotha-.

types of merchandise, evidenced by the

general agreements in question.
Therefore, the periodic agreements must
be considered actual sales agreements,

As a result, the

during the POL However, the petitioners

argue that the shipments pursuant to
this second tshunldalsobe

cabili
delivery for the total tonnage ordered

.were not met by Siderca, and the

quantity shipped is not even close to the
shipment terms agreed to by the parties.
The petitioners state that the delivery

tmwasanessenﬁaltermgfthe fore.
agreementandwaschange there!

t must exclude these
alaﬂ'ui::r;ltsna&x:;tymlymd
Alternatively, if the Department does
not exclude all the sales pursuant to this
agreement, it must, at a minirpum, -
exclude the merchandise where

shipment was not even close to the
shipment term agreed to by the parties.:
Addmonally,thepennonmscontend
that the merchandise that remained
unordered under the second agreement
should aiso not be considered as POY
salesandshouldbeexcludedﬁ'cmthe
viability analysis. .

Rega:dmganon—Chmesethxrd
country sale, the petitioners state that
the documentation placed on the record
demonstrates that the correct date of
sale is outside the POI, since the
documentation references a sales
‘acknowledgement dated outside the
POL Therefore, the Department must . -
ﬂmmludeth;ssaleﬁmnsmbmty

Fma]ly thepeunonemsazguethat

a proper analysis of third

country sales results in a visble hame
market, the Department must base its.
determination on the best information
available, which in this case is the
mfnrmanmmnmnedmthepeuuun.

Siderca states that to determine the
date of sale, the De; relieson -

. the first writtem memorialization of the

sales agreement setting farth the
essential contract terms. Siderca argues
that there were no written agreements
with the Chinese.customer pursuant to
the periodic negotiations and that there

-is nothing in the record to support the

petitioners’ claims that written -
%emsorpmhs&pmsmtothe
periodic negotiations exist.

Siderca states that it holds periodic
negotiations with its customer
sales of OCTG, tothe1991
a generai agreement on the tonnage to
purchased during the next six months,
and on general price lovels. However,
the product mix is not specified in these
agreements, nor is there any firm
commnnemmpu:chasethetota!

. Sometimes the custumner

. during the POl as POI sales.

Siderca that its sales process
was fully verified by the Department.
Sidetmsntesthatinfonnaﬁonwas
provided on the record which
Siderca’s treatmnent of the contract date
asthedueofsale.suchasanintamﬁa:
document requesting guidance on
pricetooﬂ'eracanaigncustome:mning
the POL. Siderca further states that the
verification showed that it was .
consistent in its approach to the date of
sale; for example, not treating as POl
sales those shipments during the POI
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that were pursuant to a contract ed

* before the POL sen :

. Siderca further argues that there is
evidence on the record which proves
that the periodic negotiations with the
Chinese customer do not end in a formal
commitment to buy or sell. This is
evidenced by a purchase order showing
noterms for a parti and
also by the fact that, while the second
agreement listed a certain quantity, only

- a portion of that quantity was actually
ordered and ship

. Siderca con that the record
supports its position that the

terms of sale are established when the

customer’s purchase order is received. It

notes that the contracts were
emmmed at the verification.

the merchandise that was
shipped after the delivery date
stipulated in the contract, Siderca
argues that the delivery date influenced
the timing of the negotiations and the
timing of the contract signing. Siderca
contends that the customer wanted

shipment by a particular month but then
experienced logistical problems and
arranged for sub: delivery. It
states that the parties did not change the
merchendise, price, quantity or other -
material terms of the contract. It also
_states that the petitioners couid cite no
cases where this type of modification
had been mterpreted as changing the
‘date of sale. -

Siderca then addresses the
petitioners’ argument that, at a
minimyum, the Department should
exclude the merchandise where the
shipment terms were not even close to
those agreed to by the parties. Siderca
pmedm that the. peunonersth It)hr:;lrged no

ent to sup eir that -

these sales do notP‘;tnsutnte sales
during the POL It argues that a delivery
term is anly a material term if the
parties treat it as one and that the
evidence on the record shows that all
merchandise was evenmallt{eslnpped
. Next, Siderca addree;snasﬂ:.a e

itioners’ argument that '
l;f;chandise that remained unordered
under the second agreement should also
not be considered as POI sales and
excluded from the viability analysis.
never ordered because it was never sold.
Therefore, it does not need to be .
excluded from the viability analysis
because it was never included.

Finally, Siderca addﬁseti the
petitioners’ argument that the
documentation piaced on the record
demonsirates that the carrect date of
sale for a non-Chinese third country sale
is outside the PO], since the
documentation references a sales
acknowledgement dated outside the-

- POL Tt argues that the sales

acknowledgement was only.an
“observatiop/clarification” of the -
customer's purchase order and that" the
recard doesnotshowany change or
modification in the matenal terms

DOC Pos:tz on

We agree with Siderca. Thls issue was
argued extensively by the parties and
examined very closely by the - :
Department at the verification. At

. verification, we found no evidence of -

written price agreements or price lists -
pursuant to the periodic negotiations
which might result in certain reported
sales being outside the POL A review of
the 1991 Framework Agreement also
showed no basis to discount Siderca’s
claim that the periodic agreements with
the Chinese customer were only - -
“generzl agreements” where terms were
not finalized. Thus, the 1981 - . - -

Framework Agreement was akintoa = -

memorandum of understanding between '
the parties, setting forth' no definite
material contract terms. It is clear from -
information on the record that the - - -
purchase arder sets the price and o
quantity of the sale. Therefore, - - .
respondent’s reporting of the purchase
order date as the date of sale was *
consistent, and in accordarnice, with the
Department’s practice (see, e.g., Final
DetemmannnofSalesathsthanFm
Value: Certain Forged Steel Crankshafts
from the United ngdom {52FR18992
July 28, 1987). -
Furlhermore.changesmthedehvery

 term of the contract at thie end of the POI

donotoonsntuted:langestoatexmof )
the coniract significant enough to alter -
the date of sale, unlike terms such as =~
price and quantity. This i5.evidenced by
the fact that the parties themselves did
not treat the delivery term as a material
one. Moreover, the petitioners could
show no cases to support the opposite
conclusion. Therefore, these sales were
also properly withinthe POL. .-
Regarding the petitioners’ argument
tI:catt.l:u:1:nert':.\:um.d:lsepﬁrtl that remained .

-unordered under the second

should also not be considered as POI .~
sales and should be exciuded from the -
viability analysis, this merchandise was
never sold nor reported; therefore, this
issue is moot.

Regarding the etitioners’ argumt .
thatth.edocume:sta‘b.onplacedonthe
record demonstrates that the correct
date of sale for a non-Chinese sale is-
outside the POI, the acknowledgement
in question references no change in the
material contract terms. Furthermore,
even if the petitioners’ argument was . .
correct, excluding this sale alone would
not change the viability analysis.

_Roller Chain, Other than Bicycl

- management of several compani
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y,theuseofbest

;. According)
. information available, as suggested by .
. the petitioners, is not warranted. We
.- will use all PRC sales as reportedby

Siderca in our analyms

* Comment 2: Related Customer .
- sdlegation .

" The petitioners argue that Siderca and
a certain Chinese customer are related

.. parties and, therefore, the sales to the

Chinese customer must be excluded
from the t's analysis. They

. state that the Department’s
.- questionnaire specifies that companies

are considered related when one or

-more of the same individuals are
. members of the board of directars of

both companies or other entities which
contro] those companies. The

- petitioners also argue that in the Final

Results of Administrative Remew&o

e, from
Japan (57 FR 56319, November 27, 19592)
(Roller Chain), the Department found

. that two companies were related when

they shared one director on each board.

“Thus, the petitioners contend that
. .. shared board members and officers have

long been equated with common control
of .
The petltmners state that when

- different individuals sit on the boards of

. two different companies, but serve as

- representatives of a common

corporation, ltresul'tsmmterloch.ﬁg
. directors which may violate section § of

- the Clayton Act, instituted-to prevent a

restraint of trade from being effected.

The petitioners state that this is the

_ situation that exists between Siderca

- and the Chinese mstomerthmughthe

es. They

claim that Sidérca failed to rebut the
documentary evidence of relatedness

placed on the record by the tmners
The petitioners contend

. ownership of Siderca is- closely tled o

that of many other companies, through

.. Siderca’s parent companies. They then

argue that information on tke record

demonstrates shared management
- between Siderca and the Chinese

custamer. The petitioners note that all

evidence-they placed on the record to

show the interrelationship between the
of these companies are

- certified copies of extracts from

. commercial
-then state that Sxdercasattempts to

" rebut this evidence at verification are

rs. The petitioners

nate for the follo reasons.
madeql?ust, the petitioners mmng Siderca’s
attempt to obtain awnership

‘information from the Chinese customer.
- They argue that Siderca has shared

with the Chinese customer
and, therefore, it could kave done more
to obtain information from this
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customer than just to send the cystomer
a letter.

Second, the peuuoners discuss
Siderca’s explanation of its alleged
connection with the representative of
the Chinese customer. They question

_ Siderca’s characterization of the
president of Siderca’s ultimate parent as
only serving as local agent of the
Tepresentative of the Chinese customer.
The petitioners also claim that, under
Swiss law, which applies to the
representative of the Chinese customer,

' authorized to represent a
company have the right to carry out all
acts that may be covered by the
company’s aims. In addition, the
petitioners claim that Siderca’s
explanation for the common board
member between the Chinese customer
.and its representative fails to rebut the
presumption of a rejationship.

Third, the petitioners discuss .
Siderca’s explanation of the alleged
relationship with the local
office of its Chinese custamer. They
argue that Siderca’s characterization of
a legal representative as that of an
employee with no powers of a director
or officer of the comparny is incorrect.
Argentine law, persons authorized to
represent a company are “obliged to it .
for all the acts that are not manifestly
outside the company’s objectives.”
Furthermore, the petitioners argie that
the self-serving orel explanations at | .
verification are not suﬂiuent 1o rebut :

Folmh.thepeuuonmsdxsmsthe
_ charts provided by Siderca to illustrate

its relationships with other companies.
The petitioners contend that these
charts are inadequate to rebut the clatm
of relatedness between Siderca and the.
Chinese customer beczuse the charts are
incomplete and have no supporting
documentation.

The petitioners cmdudethatthe
Department must exclude Siderca’s
sales to this Chinese customer
from its ysis because they were
made to a related party and because
Siderca has made no effort to prove that
thesalestothlscustomerwmatarms
length.

Siderca argues that the petitioners’
argument is results-oriented and that the
Department should follow established
standards for whether
parties are related. Moreover, the fact
that the sales to the customer in
question are similar to U.S. sales makes
the Chinese market a better comparison
‘market than those where Siderca did not
sells:mxlarmernhand:se(:e plain end
OCTG).

Siderca argues that the Tariff Act of
1930, as amended (19 U.S.C. 1677[13}).
focuses on either some fnancial .
relationship through stock ownemhip or
otherwise, ar the exercise of soame
contro] over the other business, to show
relatedness. Siderca maintains that -
neither it nor its related commissionajre
own or control the Chinese customer
and are, therefore, not related to that .

Siderca maintains that the verification
documents support the following -
conclusions. First, there is no corporate
relationship between.the Chinese
customer and its representative, which
the Chinese customer uses for certain -
corporate services, such as the -
collection of mail. Second, there is no
corporate relationship between the
customer and Siderca, either by -
ownership or control. Third, the anly-
information that links Siderca and its
Chinese customer is & good relationship
that is not uncommon between a -

suppherandachem.&dermstatmthat. relationship allegations do not satisfy 2.

it is because of this good relationship

thattbemstomerappmachedanofﬁeer
of one of Siderca's related parties for

advice on setting up a subsidiary in -
another country. Siderca maintains that
this individual agreed to have his name
placed on the incorparation documents
as an attorney-in-fact. As aresuit, . .
Siderca states that its related company

andth:smstomeremhhadasubsidmry
in the same country with the same -
individual involved in both. In addition,
Sxdmuguesthatmmlatedcmnpmy

" . and its customer appointed some of the

same citizens to serve as corporate’
d:rectmsmfulﬁl]mentoé:ocalhw _
requirements regarding citizenshi;
andremdencyofcorporated:mors.p
Fourth&theChmesecuslomer :
expanded its activities in Arpentina
opening a branch there, andhlmdanby,.
employee to serve as its local

 representative. This employee was not

involved at any time in the ownership |
or management of the Chinese customer,
and was never employed at the same
time by.the Chinese customer and
Siderca’s reiated compenies, Siderca

argues that this person switched jobs to .
-one of Siderca’s related companies, and

recommended another to wind
down the operations of the Argentine
branch of the Chinese customer. This
other person was a retired employee of
Siderca's related parties, who
was aliowed to use one of the office
buildings belonging to the organization.

" Sideres concludes from the above-

cited evidence t.hallﬂ:la:e is m;:.v:kdence
of corporate control, through L
ownership, common management, or
otherwise.

o Sidemathenstatesthﬁtthe

Department’s questionnaire never
mentions the term “shared
management,” even thoughthe .

* petitioners use this term to define
related parties. It also states that Roller
Chain says nothing about “shared
management” and refers to individuals -
on multiple boards being one of the
indicia of control, not control in and of

. itselt. Siderca argues that Roller Chain

based relatedness by control on many
factors, inciuding financial relationship
and the sharing of two of five board

.members. It states that the Depertment

mennoned common board members as
“further evidence that the to
control was present” and this was not
the only or major reason for its decision.
Siderca also argues that modemn )

" corporate boards are routinely

comprised of individuals who siton
boa:dsofotherumelamdmpames It
says that this does not meke the :
'oom ies related.
ercaconcludesthatthepennoners

balanced statement of the applicable
statutorypromsmn.norevmthe
“shared management control” standard’
that the petitionérs, themselves, bave
invented. Jt states that the petitioners
‘have shown no ownership, financial -
dealings, coord.matedmnagemmtor

© cross investments.

DOCPosxﬁon

' Weamewnthderm.Todetermne
whether Siderca’s customer is related to
Siderca, we examined whether the .

definition of “exporter” was met by the
custamer within the meaning of section
771(13} of the Act. First, regarding the

petitioners’ argument that since Siderca
bas shared management withthe -
Chinese customer, Siderca could have
done more to obtain information than

simply to send a letter, we note that, as

- stated below, no shared management

betweenthsseparhsshasbeen

demonstrated by the record evidence.
Second, regarding the petitioners’

ciaim that under Swiss law, persons

"anthorized to represent a company have

the right to carry out all acts that may-
be covered by the company’s aims, we
acknowledgeﬂ:at,undumeSmsslaw.
representative acts in samecapamy
as a board member. However, with
myrdtothepmdmtoftheulnmate
parent of Siderca, this oniy shows that
the Siderca’s parent company and the
customer’s agent had a common board
member. As shown below, this is not
enough to establish control of Siderca -

* over the Chinese customer

the other Individuals listed
by the petitioners as showing a
relationship between Siderca and its
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customer, only one has corclusively
been shown to be on the beard of a
company related to Siderca its
parent com and aiso on the board
of a subsidiary of Siderca’s customer.
All other individuals characterized by
the petitioners to be common board
members have what is known as a
“power of attorney.” We found no
evidence ;hat under Swiss law, the
“power o attomey" capacity tes
with being a member of a boa.:dqz?
directors.

Few past cases address the issue of
indirect control. In Roller Chain, cited
by the petitioners, the Department
found that a company was related to its
customer within the meaning of 771(13)
of the Act, noting that since two X
company officials were members of the
customer’s board of directors and that
the company in question provided a

majority (60%) of the capital used to

establish the customer. Thus, in Roller
Chain, it was the significant financial
connection, coupled with the two
comman board members, that provided
the basis for the Department’s
determination of relatedness. In this
case, there is only one common board -

member and no preof of outlay of
capital to &stabhsh the customer. :
“Therefore, the circumstances present in
this case are not to those
found by the Department in Roller
Chain. Furthermore, there is 20 proof of
any stock ownexshap between the

T]m'd, with regard to the a].leged
relationship between Siderca and the
Tocal Argenﬁne office of its Chinese -
customer, the Departrent acknowledges
that, under Argentine law, persans
authorized to represent a com; are
“obliged to it for all the acts that are not
manifestly outside the company’s

objectives.” However, the employee in -

question was never empioyed at the
same time by the Chinese customer and
Siderca’s related companies.

Also, the other person mentioned by
the petitioners was characterized by -
down the. fth Algmhnem

e operations of the

branch of the Chinese customer. This
other person wes also characterized as
a retired employee of one of Siderca's
related parties, who was allowed to use
one of the office buildings belonging to
_the organization. We note for the record
that the Department was informed at
verification that this person was not
completely retired fram one of Siderca’s
related parties but was still on the
payroll as a consultant when he was
kired by the Argentine branch of the
Chinese customer. However, even if he
was on Siderca’s payroll as a consultant
. at the same time he was winding down

- of the Chinese customer, this employee/ -

. found, no ownership between the

the operatlons of the A:genune branch

consultant capacityis not the same
thing as board membershipor -
management and is not enough to
establish control. -

- Fourth, regarding the petitioners’

contention that the charts provided by -
Siderca to illustrate its relationships
with other companies are inadequate to
rebut the claim of relatedness, at the
vetification the team also examined the
corporate books that listed the :
management of these companies.
Nothing to discredit Siderca’s claims _
was found. o
Finally, we alsonote thatthe
petitioners have shown, and we have

parties. .

In sum, the record evidence does not
demonstrate that the Chinese customer
and Siderca are related companies

_within the meaning of section 771(13] of

the Act..
Comment 3: Ord.mary Course of 'ﬁ'ude

The petitioners state that section
773(a)(1)(A) of the Act 1 that
FMV of imported merchandise be based

 on sales made in the ordinary course of
.trade.

to the ioners, the
u.s. Comtoflntemanunal'rradenoted
that the ordinary course of trade -
reqmremennsmean]:ltgh‘pmvem
dum margins w] are not

pmgtanve"nfsalesmthehome _
market(Cemex.S.A.v United States,
Skp. Op. 95-72 at &, April 24, 1995).
The petitioners contend that, in the
past, the Department has considered the
following factors to determine whether
salesweremademtheordmarymu:se
of trade.

First, the petitioners discuss the
channels of sale. The petitioners argne
that since the Chinese customer was not
located in China, used the services of
another company not located in China,
aed had intertwined control with - '
Siderca, the sales to this customer are -
notreprmentahveof&dercassales .
practices in China.” - S

.Second, the petiticners discuss -
product uses. The petitioners argue that
the products sold by Siderca to this - -
Chinese customer had different . -
characteristics from Siderca’s other sales
of OCTG to the Chinese market and
therefore were not in the ordinary -
course of trade. The petitioners cite the
Final Results of Administrative Review:
Certain Welded Carbor Steel Standard:
Pipes and Tubes from India (57 FR -
54360, November 18, 1992) (Standard
Pipes) to show a case where products
with different physical characteristics
were excluded as being outs:dethe
ordinary course of trade.

¢ Chinese customer, when compared

—. Third, the petmanersdzsmssthe

‘frequency and volume of sales. The . -

* petitioners argue that the frequency and

volume of sales to this particular .:*

to
the frequency and volume of sales to
another customer, and when . -
considering the other factors mentioned
by the petitioners, demonstrates that

. thesesaleswerenotmtheordmary

course of trade. -

Fourth the petitioners discuss the
shipping arrangements. The petitioners
contend that the difference in the

. average time between order and -

. shipment for the sales to this particular
- customer, when compared to the other
. reported Chinese sales, is evidence that

© ... these sales are not in the ordinary :

course of trade.

Finally, the petitioners state that
Siderca’s characterization of its
- relationship with the Chinese customer
is not one of an erdinary business .
reletionship, even 2 “friendiy” one,

: betweenapmducerandabuyer The

petitioners argue that in the ordinary
course of trade producers do not lend
thesmwcsofthen'oﬁmrstos;:;p
subsidiary companies for their buyers
andserveasntlomeysmfactforthe
resulting subisidiaries. -

Siderca argues that peﬁﬁoners points

* fail to show that this sale is outside the

course of trade, First, regarding

- ardinary
o thechnnnelso!sale‘&demcuntmds

that there is no abnormality in the -
mstmnernotbemglmdm(:hma,as
it is a trading company. Siderca asserts
that trading companies rarely take .
delivery in the country where they do
business. Siderea states that this \
ﬁorothe:marke:sdurmgthel’maswen.
Siderca argues that the use of trading
mmpanis:sanormalpmcucemthe

steel trade.’
Secmiregardxngpmductuses,

'Sldercastatesthat while the

merchandise to this castomer did have
dzﬂemn,albextnota.bnmml.phymcal
characteristics than the

' membandxsesoldtothismarket.ltdtd

have the same end use. Siderca states
that the trading company’s customer in
China simply did not need, or conid not

" use, the type of product Siderca sold to

the other Chinese customers. Saderm
argues that the only
excludes sales as outside the urdmary
course of trade where the product use is
very d;ssnmlar Siderca states that in

volume of sales, Siderca argues that

‘these sales cannot be considered

aberrant. Siderca states that the sales.to
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this particular customer are similar in
size and frequency to the salesto -
another Chinese customer, to which the
petitioners do not object. Therefore,
Siderca states that the salestothe
custorner in question were consistent
with other sales in the Chinese market.

Fourth, regarding the shipping
arrangements, Siderca states that in
examining shipping arrangements for
the purpose of an ordinary course of
trade determination, the Department
examiznes factors such as shipments over
substantial distances, the unusual
absorption of high freight costs ora
complete change in shipping terms,
pope of which is relevant tothe -
customer in question. Furthermore,
Siderca notes that shipment was made
within the period stipulated in the
purchase order -
DOC Position

We agree with Siderca. In making the
determination whether sales should be
excluded by being outside the ordinary
course of trade within the meaning of
section 773 of the Act and section
353.46 of the Department’s regulations,
the ent examines several factors
{see.the Final Determinations of Sales at

Less than Fair Value: Certain Hot-Rolled"

Carbon Steel Flat Products, Certain
Cold-Rolled Carbon Steel Flat Products,
and Certain Corrosion-Resistant Carbon
Steel Flat Products from Japan (SBI-'R
37154, July 9, 1993).

Regarding channels of sale, 1here15
nothing unnsual with selling to a
trading company located in a third
country. As noted by Siderca, we
consider these sales to be Chinese sales
because Siderca knew the ultimate
destination of the merchandise. .
Regarding uct uses, the petiticners,

although showing that the products sold
to different customers in China had
certain different physical .
characteristics, in no way praved, and
we did not find, that the products had
d:ﬁemntenduses. .

the andvolnme
of sales, since the frequency and volume
of sales to the customer in questicn
were similar to that of another Chinese
 customer, we don’t find that there isan

ts, differences in average
time urder and shipment alone
is not evidence that the sales were
outside the ordinary course of trade. No
cases were cited by the petitioners, nor
found by us, to support this position
and the shipments were made within
the period stipulated in the purchase
order. Therefore, the Department finds
that these sales are not outside the
ordinary course of trade within the

" meaning of section 773(a}(1}(A) of the

Comment 4: Home Market Sales
The petitioners contend that certain

' home market sales reported as being

made prior to the POI were actually
made during the POL According to the

" petitioners, the prices for Siderca’s sales

to a specific home market customer do
not correspond with the prices listed in

the sales agreement with this customer. "

Since the prices do not match, the . -
petitioners contend that these sales were
made during the POl and not pursuant
to the pre-POI sales t. The -
petitioners claim that adding the home.

‘market sales to this particular customer. .

in the viability analysis would make the-
home market viable. .
‘Siderca argues that the peuuonms are

wrong in claiming that the prices for -
Sxdemassa]estoaspeuﬁchome

market customer do not correspand -

with the prices listed in the sales -
agreement with this customer. Siderca
statesthatthepetiuonersdldnottake
into consideration an article in the .
contract that explained & large part

the discrepancy. Sxdmcaalsostatastbat

. minar calculation. errors were made by

the petitioners due to poor copy quality
of the contract. Siderca argues that
cmrect:ngforthesemorsresuﬂtsmthe
price charged being the same asthe .
pnceagreeduponmthecmnmﬂ. .
Siderca claims that it correctly

thehumema:ketsaladtmng i

reported
thePgi.dltslt;t;sthatmfomonwas
rovided wi supponedxtsposuon
tha:l. (1) Exporting to world-wide .
mmketshasdomnated&dmssales
in each six month interval; (2) short-
term sales were the norm in the 18
- month period from January 1,1993tc .
June 30, 1994; (3} the POI, with private
end-user clients, was representative of -
the post-pri ion market that was
the context for Siderca’s home market
sales practices during the 18 month
peﬁod;(d:]therewusnosalepmumtto
term contract in the POI; and (5}

-Slderca s lome markst sales practices

prior to 1993 reflected a different era,
charactenzedbyasmgle state-owned

o:l and '
oo m"rﬁ: its deﬁmhon of the

da.te ofsaleandtheDepmts '
preliminary determination that the
home market was not viable during the
POI was supported by the evidenge
presented at verification. It states that
the Department reviewed the long-term’

.. contracts in detail, inchzding a complete’

list of the purchase orders associated
with a given contract and, for selected
purchase orders, the shipments made
against the order. Siderca states that the
Department also verified the actual

" thntpmmtsthel)epartmentfmm :
: hierarchy to

. volume-and value of Siderca’s bome ..
‘ marketsalesandnod.lsaepanmeswm
- jound. . _

g ,DOCPosition

We agree with Siderca. At the public h
hearing, the petitioners ooncedecfuﬂfat

their argument was basedonan = : -
incomplete reading of the contract - -

-(namely, failure to take into account an

article in the contract), as well asan |
illegible copy of the contract. Therefore,
there was no price discrepancy.
Furthermore, we examined the hume
market sales process (especially price

- and quantity terms in the purchase
orders pursuant to the long-term
conu-acts] in detail at the verification
and no discrepancies were found.
Therefore, the record.continues to show
that the home market is notuable

Comment 5: Model Match

The petitioners argus that the
t should rely on its own
matching decisions outlined in.

' a January.24, 1995, product matching
: mmnorandumm d used in the .

detemmauunmsheadof

Siderca argues that g certain Chinese -
product.althoughmme similar to the
hcanon ftheDe;l::tm odel-
o ent’s m
app methodology, is not the most

. similar overall based an physical

characteristics, production and-

-mmmmalvalue.ﬁ:dmsﬁtesthat

while the two third conntry selections
are nearly y dissimilar to the U.S.

producsbasedonahnghsr-mnhng
characteristic, its match is more similar

- based on lower-ranking characteristics,
- whmhshouldbetakenmtn ‘
. consideration.

Srdemaa:guesthatthete]snothmg

set
offacts,espeaaﬂywheretherexsaclear

- _reason %0 modify the approach and the
" statutory definition of similar

merchandise warrants the modification.
Siderca contends that in the past the

t has deviated from the

h;emrchy when the

bas demonstrated that it is

necessary to ach.leve the proper
comparison.
DOC Position

‘We agree with the petitioners, The

' matching of the U,S. products based on

the January 24, 1995, memorandum, is
consistent with the purpose ofa
matching hierarchy; i.e., more weight is
given 10 higher-ranked characteristics
and less weight to lower-ranked
characteristics. Following a strict
application of the matching hierarchy
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also allows for more predictable results.
Lower-ranked characteristics are taken
into consideration only when higher-
ranked characteristics are equal. This is
not the case here.

Comment 6: Reintegro (Rebate)

The petitioners argue that the
Department must deduct from the COP
only that portion of the reintegro (a
rebate upon export of indirect taxes
imposed during production of the
merchandise) attributable to material
inputs. The petitioners note that current
law does not address the issue of rebates
such as the reintegro in COP situations.
The petitioners argue that the statutory
silence on the issue of indirect taxes
relating to items other than materjals
indicates that such taxes should remain

in the product’s cost and, therefore, the

full rebate should not be deducted from
the COP. Both the ent's
regulations (19 CFR 353.50(a}{1)) and
section 773(e)(1)(A) of the Act pravide
that, when calculating constructed
value, the cost of materials is to exclude
internal taxes applied directly to the
cost of such materials when the taxes
are refunded upon exportatioh. The
petitioners argue that under current law
only the ent’s practice of .
excluding value added taxes paid on
raw material inputs offers guidance in
the area of COP. -
The petitioners also argue that the
Department must average the market
_ s;f)edﬁc tax rebate so that only one cost
of productior is reported for each
product. The petitioners maintain that
the Department's long standing practice
is that cost differences based on
shipping destination: should not enter
into the company’s cost of production
forsa , s ly reduced th
iderca argues it proper e
actual cost of production by the average
rebate received on sales to China,
Siderca states that both final stage and
prior stage indirect taxes appear in its
records as costs and, therefore, the
rebate of the tax must be applied as an
offset to this cost. Siderca argues it
presented to the Departinent the same
indirect tax study it presents annually to
the Argentine government to prove the
amount of rebate it is entitled to under
the reintegro program. Siderca notes the
study was tested and reviewed during
the cost verification and that
Department personnel have reviewed
the study on six previous occasions.
Siderca concedes the precise
percentage of material cost accounted
for by cumulative indirect taxes cannot
be known, but argues that the study
provides a reasonable estimate,
Moreover, there is no double counting
of the exclusion, because the total level

of taxes paid exceeds the rebate. .
Further, the 1993 tax study, upon which
the 1994 rebate was based, accurately
reflects the amount of taxes paid while
the tax was in effect during 1993.
Siderca states that it presented support
for the actual cash rebate received on
sales to the U.S. and China. :
Siderca maintains that its approach is

© consistent with the Department’s

practice of using actual costs, and cites
to the Final Determination of Sales at
Less Than Fair Value: Fresh Chilled
Atlantic Saimon from Norway (58 FR
37915, July 14, 1993), where the :
Department stated its preference for the
use of the actual cost of the subject
merchandise, whenever possible.
Siderca also cites Final Determination of
Sales at Less Than Fair Value: Aramid -
Fiber Formed of Poly-phenylene
Terephthalamide from the Netherlands
{59 FR 23684, Matgi 6, 1994) in which the
Department treated government ts
as an offset to the respondent’s % .
overhead costs. -
Siderca does not dispute thatiits
methodology results in two different net

‘costs, but argues that this is always the-

case when duties are rebated on

sales. Siderca states that the costof the
home market product is tax inclusive,
and the cost of the export product is-
exclusive of the tax after export
Because the COP comparisons are based
on sales to a specific market, the
calculation should take into account
only rebated taxes relevant to that
market. '

Finally, Siderca argues the effect of
the differential should not be a source
of double jeopardy. The differential
exists because Siderca has foregone a
portion of the rebate for exports to the
United States in deference to the U.S.
countervailing duty regime.

DOC Position

We agree with Siderca, in part.
Regarding the issue of allowing only the
portion of the reintegro attributable to
material inputs, the Department’s
Offices of Countervailing Investigations
and Countervailing Compliance
normally test to determine whether or
not the reintegro is countervailable (see,
e.g., American Alloys, Inc. v. United
States, 30 F.3d 1469 (Fed. Cir, 1994). To
be non-countervailable, the rebate must
b;for taxes on merchaﬁdise fhhich was
physically incorporated into the .
exported product and the rebate must be
no greater thar the actual taxes
im_nged.

e 1ast countervailing determination
concerning OCTG from Argentina for
which results have been published is

_ the 1988-89 Countervailing Duty

Administrative Review. In the

preliminary results of that review, the’
Department determined that Siderca
was entitled to the entire reintegro -
without incurring countervailing duties
(56 FR 50855, October 9, 1991). This
issue was not discussed and, therefore,

. was not changed, in the final results {56

FR 64493, December 10, 1991). The
reimbursement percentage ocn OCTG
.was then raised in 1992. However,
"Siderca only accepts the pre-1992 rebate
percentage on U.S. sales because the
current U.5. countervailing duty order is
still in place. Based on the fict that the

‘Department has previously determined

that Siderca was entitled to a rebate
without incurring countervailing duties
and because it currently accepts a lower
rebate, it is reasonable to assume that
the entire reintegro is attributable only
to material inputs.

We agree with Siderca regarding the
issue of averaging the market specific
tax rebates so that only one cost of
production is reparted for each product.
For the cost test, the De t noted
that the cost of production is the cost of
the product as sold in the third country.
This cost is being compared to the third
country price. Since Siderca receives
the entire rebate on sales to the third
country, the cost of the third country

product should be lowered by the entire *

amount of the rebate received upon -
exportation of the product to the third
country.

Therefore, for COP, we have made no

from the imi

determination and have deducted the
full rebate from the COP.

Although not mentioned by the
interested parties, the impact of the
reintegro in the context of the price-to-
price comparisons must be addressed.
Included in Siderca’s manufacturing
costs of OCTG are taxes paid to the
Argentine government. Siderca received

" arebate of these taxes upon exportation

of the merchandise. However, the
amount of the rebate claimed by Siderca
for the two export markets wasnot
identical. For sales to the PRC, Siderca
chose to accept the entire rebate. For

- sales to the United States, Siderca chose

to accept only a partial rebate. Because
only a partial rebate is taken for U.S.
sales, a portion of the tax imposed by
the Argentine government remains in
the U.S. price (the difference between

- the total rebate and the partial rebate

taken). Because these rebates are
directly related to the sales of the
merchandise in the rwo markets, it is
necessary to make a circumnstance-of-
sate adjustment to FMV to account for
the different amount of taxes included
in the Chinese and U.S. prices. This
procedure is consistent with Zerith
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Electronics v. United States, 988 F.2d
1573, 1581 (Fed. Cir. 1993).

In caiculating dumping margins, the
Department equalizes the effective tax -
rates in each market. Normally (where
the home market sale is taxed, but the

sale to the United States is not

taxed} this is accomplished by applying
the home market tax rate to the U.S.
price at the same point in the chain of
cornmerce at which the home market tax
is imposed. Here, where the pipe -
exported to the United States was taxed
in excess of the tax on the pipe exported
. to China, the comparable procedure

wouldbe to subtract the differential
from the price charged in the United
States. Because the statute provides no
mechanism for removing tax from the
U.S. price, however, we achieved the

alence in tax rates
addmgthemence et by

Eﬁecnvembatepemtagesclmmedby
Siderca between the two prices to the
price of the pipe exported to Chinaas -
a circumstance-of-sale adj ;

pursuant to section 773(a)(4)(B) of the
Actand“liss?d'Rassseta)'l'h:s ST
revente erca's acceptance of a
gompletetaxrebateonthesalesto -
China, but only e partial export
rebateonthesalestothsﬁnﬁedsutes
from masking any tax-net dumping
margin.

Comment 7: Revenues Earned on Sales
of Secondary Pipe . |
The petitioners argue Siderca should
not reduce the reported costs for the |
subject merchandise by revmues earped
on sales of secondary pipe
petitioners argue that Slderca is treating
secondary pipe as a by-product, when it
should be treated as a co-product.
ing to the petitioners, in IPSCO
Inc. v. United States (IPSCO) (965 F.2d
1056, 1060-651 {Fed. Cir. 1992)) the
Court of Appeals for the Federal Circuit
upheld the Department’s treatment of
second qua]iﬁtir]flpe when the ~
allocated costs evenly
tc];mgl:.n tons. The p;hunners argue
that the classification of secondary pipe
as a co-product precludes Siderca’s
offset of costs by revenue from

over

Siderca aprlgit‘xees it properly offset the
cost of production by the revenue -
earned on sales of secondary pipe.
Siderca contends the secondary pipe in
question isa by-pmduct. nota co-
product, and is pulled from the scrap
pile when a particular customer
periedically stops by to purchase -
material. it further contends by- products
are defined as products that have a low
sales value com with the sales
value of the main product. Siderca notes
that revenue from the szle of these

. costs incurred up to and including the

products account for a small pemenxage
of its total revenue for the period. -
Siderca rebuts the petitioners’ reliance
on IPSCO by asserting that IPSCO
concemed limited service pipe, not -
scrap pipe. It argues that if the .
Department treats the secondary pipe as
a co-product, then it must increase the
production quantity over which -
production costs have been allacated,
thembylowermgthe costofall
products.

DOC Position . C
"We disagree with the petitioners that

with limited service merchandise, an
OCTG product with a quality sifficient

applications. We also note that during
the relevant period in that case, IPSCO
produced and sold limited service
products in significant quantities. -
Although Siderca overstates its assertion.
that these pipes are scrap

not a product that could be used for
nomalpxpeappheanons Int]:usmse
the merchandise in question was o
purchbased because of its form, not -
becauseofltsabﬂ:tytoactasamndmt
forﬂmds E
dstmﬁt;ona.stowhethua]c&mt '
pmduchsa product ora co- uct
ofthemb)ectmemhand:selsmpmpmam
because the Departinent treats by- :
products and co-products differently in
calculating the COP of the subject
merchandise, Centraltoour - - 7
determination as to whether a product -
is a by-product or a co-product of the
sub)edmerchand.xselsthe
determination of the “split-off” point,
which is the point in the production -
process where the co-product bécomes a
separately identifiable product., All costs
incurred up to and including the split-
off point are considered common to

producing all co-products. Accordmgly}, .

where the Department determines a
product to be a co-product, common

split-off point are allocated among all
the co- ucts, with none allocated to "
by-products. dftmmmgr:dhm the . .

Department es a uct to he
a by-product, it allocates all common
costs to the primary merchandise and
subtracts the arpount of the revenue .
from the sale of by-products from the
total COM of the chief product (see, €.g.,
the Preliminary Determination of Sales
at Less than Fair Valueand =
Postponement of the Final
Determination: Sebacic Acid from the
People’s Republic of China {Sebacic
Acid) (59 FR 565 (Janmary 5, 1994)).

The most important factor in
determining whether a product is a co-

_product or a by-product is its relative

- Der
IPSCO applies in this case. IPSCO dealt .

sales, thisis ~ -
" Value: Titanium Sponge from Japa

sales value compared wnh that of the

“other main products produced in the
" joint processes (see Sebacic Acid). By
“" products are defined as “‘products of
* joint processes that have minor sales
-. value as com
 product” by Charles T. Homgren mCost

with that of the chief .
Actcounting, Fifth Edition. In this case,- -

*" the record evidence demonstrates thiat -
- the relative value of secondary pipe is

insigpificant compared to OCTG and
hneplpe.andamuntsfntunlyamll :

. percentage of Siderca’s sales.

Additional factors thatthe = . -
ent may examine include: tha .
respondent’s normal accounting . .

- . treatment; whether significant -
- additional
to allow its use in some drilling

split-off point; whether management
cunnolsthe guantity prodaced of the

. pmductmquesnon.andwhetherm

ion is an unaveoidable . :

uenoeoftheproducuonpracess
(see Sebacic Acid; see also the Final _
DetmmanonofSalesatLessthanFm
FR 38687, October 1, 1987) and
Final Determination of Sales at Less T
than Fair Value: Frozen Concentrated

Juice from Brazil (52 FR 8324,
Mﬁiz.lgadg .
: respondent’s noignal accounting
treatment indicates its opinion as to
whether the product in question is a by-

" or co-product. Ampmsmﬂvlexf

treatment is not considered persuasi
the t has evidence indicating.

:xhautwmxldbeumeasombleior

purposesofanuntxdum analysis. In
LT
in question as a by- uct. We
ﬁndthatth:stmaﬂmntdoesnotdzstort‘
ping analysis. Significant ~
additional processing of a

that would raise the vaiue of the _
pmductmqueshontoapomtwhelens
relattvemd valuetotheothermmnmma_
products is t may t
thepm&uﬂﬁﬂﬁe&tedasam—

-—'product.lnfhzscasenoadﬂmunal
" - processing takes place. Additionally, if

management takes steps to intentionally |

produce the product, then it would be’

an indication that the product maybe a

co-product. If the uctiomofa~ .-
uct is unavoicdable, the product -

" could be either a by-productorco- - -

product. Other factors would have tobe -
considered to make the determination. .
In this case, the management of Siderca
takes steps to avoid the production

~+ errors which cause-pipes to become
- _seconds. It is only where production
“ errors exdst that the secondary pipe is

produced. -After careful consideration of
all of the relevant factors,the = = -

. Department concludes that the uct
" in question was properly trea

as a by-
product in this investigation.
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Comment 8: Fixed Fabrication and
Depreciation Cost

The petitioners argie the difference
between the company-wide average and
the average of the reported fixed
fabrication and depreciation cost
indicates Siderca understated the

because of substantially higher finishing
costs for OCTG. The petitioners state
differences in fixed costs could only
result if different production lines are
used.or if different capacity utilization
rates are redlized, but neither situation
applies to Siderca. The petitioners
reference Siderca’s uction flow
charts, which show that subject and
non-subject merchandise share the same
production lines. Where subject and
non-subject merchandise do not share
equipment used for downstream
processing is similar. -
dSidmuguesitpropegzanoeﬁtsd
epreciation expense in the reported.
product-specific costs. Siderca asserts
the results of the gross iscm test
mnbeexplained.l-‘irzt.{:]hletest

COm)] &n average products to
mawpares from only two OCTG
markets. Siderca’s plain-end pipes carry
a smaller portion of fixed fabrication -
and depreciation, while the remaining -
production carries a greater amount of
these costs, because of their compiexity.
Siderca argues the averall product mix
of the merchandise sold to the United
States and China is at the lower end of
the compiexity range. It is natural, they
argue, that the average fixed fabrication
and deprecietion costs allocated to
OCTG sold in the United States and
China would be lower. The more
complex products include pipe that is-
cold-drawn, custom threaded, buttress

report notes that the total depreciation
expense was traced to each cost center
and that Siderca demonstrateéd how the
per-unit costs were determined using
the productivity of each product in a
given cost center. Siderca also notes the
Department looked at several product
comparisons which show the relative
amounts of fixed fabrication costs
allocated to each -
- Siderca that it was able.to
demonstrate the flow of fixed

costs and depreciation from the

. financizal statements to the amounts
input into the computer for each cost
center. Siderca notes that the
Department verified the allocation
factors used to apply fixed factory-costs
and depreciation and that they were the

same factors used to allocate factory
costs under normal cittumstances. In
addition, they note that the Department
was ahle to recalculate the cost of :
manufacturing for the test products and
compared the aliocation of costs
between various products, including
Iine-pipe. Siderca argues that
plain end pipes account for a significant
portion of its U.S. sales, but account for
only 2 small proportion of its overall

DOC Position

reconcile the total of the individual per
unit fixed fabrication and depreciation
costs to the total expense, we were able
to perform alternative procedures in
place of that reconciliation. If the
Department is satisfied that the
respondent described the systems
abilities accurately, that the system was
used in the course of business,
and that the date could be verified
through alternative procedures, then the
Department does not adjust
the reported information. in this case,
the system used to allocate the fixed
factory cost and depreciation is the
same system used in the normal course
of business to derive the variable factary
costs. We performed the fallowing
alternative procedures in place of the

Our analysis compared a company-
wids average of fixed factory overhead
and depreciation expense toan a

of these variables for only the U.S. and
PRC markets. Additionally, our test of
reasonableness compared a weighted-
average figure of fixed factory overhead

and depreciation expense to a simple
average figure of these variables. We do
_not find that the ent's

reasonableness test nor other evidence
on the record indicated Siderca’s
methodology distorted the reported per
unit costs. Consequently, we used the
per unit fixed factory costs and
depreciation reported by Siderca.

Comumnent 9: Treatment of Quality
Control Costs o
The petitioners argue the Department

may not treat inspection costs as selling
expenses. The petitioners contend that
the costs in question are quality control
costs incurred at the exad of the

roduction. process and in varying
l::i'egrees gre incuared on all products.
The petitioners cite the Final
Determinatian of Sales at Less than Fair
Value: Gray Portland Cement and -

Clinker from Japan (56 FR 12156, 12162,

March 22, 1991), in which the
Department beld that quality control
costs incurred at respondent’s plant did

not constitute selling expenses. The
petitioners argue that the record does
pot demonstrate that the testing was &
condition of sale. In the Final
Determination of Sales at Less than Fair
Value: Forged Stainless Steel

from Indiz (59 FR 68853, 68858,
December 29, 1993), the petitioners
argue that the Department found that
there was no evidence on the record to
support the assertion that the testing
was & condition of sale, and the
Department included the quality control

.costs in the cost of manufacturing.

Siderca that it correctiy treated
these parti inspection costs as
selling expenses. [t argues that its
normal records treat these i i
costs as selling expenses, and notes that
the Department verified Siderca’s ability
to identify the extra inspection costs
associated with sales to China, It further
argues that the Department has treated
inspection costs as a selling expense in
prior cases. Siderca cites the Final
Results of Antidumping Duty .
Administrative Review and Revocation
in Part of an Antidumping Duty Order:-
Antifriction Bearings from Japan
{industrial Belts) (58 FR 39728, 39750,
July 26, 1993) and Final Results of
Antidumping Duty Administrative
Review: Industrial Belts and
Components and Parts Thereof Whether
Cared or Uncured, from Japan (58 FR
30018, 30024, May 25, 1993),

DOC Pasition

‘We agree with Siderce. We find that
these costs are incurred commensurate
with Siderca’s corporate goal to
continue to develop sales of OCTG to
the PRC, a simation similar to that in
Industrial Belts (Comment 12). At the -
sales verification, we looked at
correspondence and other -
documentation between Siderca and the
Chinese customer and were able to
confirm that quality control issues were
discussed in great detail.

At the cost verification, wg were able
to verify that Siderca tested OCTG
destined for China significantly more
than OCTG destined for other markets.
Finally, Siderca is only claiming the
guality control testing costs which can
be specifically identified to a particular
market. Siderca included guality control
testing costs incurred at earlier
production steps as a cost of production.
These quality control testing costs
incurred at the earlier production stage
were incurred regardiess of market and.
therefore, were properly included in the
COP. The quality control costs incurred
at the end of uction counld be
differentiated based on the market to
which the merchandise was shipped.

on
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Comment 10: Threading Technology
Research and Development
The petitioners argue that the -
“teported costs must include the
amounts Siderca spent on threading -
technology R&D. The petitioners argue-
that Siderca’s assertion that it properiy
excluded R&D costs is completely
unsupported. The company brochure
indicates Siderca’s research center = -
focuses on research into basic physical
phenomena and research directly -
related to production techniques. Itis
Zlear, they argue, that R&D
advancements in threading technolngy
would benefit all OCTG products and
e, therefore, not market specific. -
Siderca argues it properly excluded
Jn-related R&D costs from the cost of
oduction. Siderca argues the R&D . -
-penses did not relate to any of the
4ucts sold in the United States or
Ja during the POL The i
sre targeted at the development of -
-pecial threading for extreme
conditions. Siderca argues that the
brochure only refers 10 the capabilities
of the R&D facility, not to specific R&D
efforts. Siderca asserts that if the
Department decides to include these
R&D costs, the amount incurred in 1993
should be added, not the 1994 amount.

DOC Position

We agree with the petitioners. Siderm
provided no support for its assertion
that the R&D expenses relate only to
OCTG products sold in markets other
than the United States and China. More
importantly, the R&D costs in question
‘were for products included in the scope
of the investigation, even if they were
not sold in the United States or China
during the period of investigation.
Research into technologies for specific
products within the scope of the
investigation can reascnably be assumed
to provide collateral benefits for other

roducts within scope. k would be

nfeasibie for the Department to identify
model-specific distinctions in R&D

expenditures. Generally, the Departmnent

- has only made distinctions between .
research into subject and non-subject
merchandise, as shown in the Final
Determination of Sales at Less Than Fair
Value: Antifriction Bearings and Parts
Thereof From France, et al. (60 FR
10900, 101921, February 28, 1995). The
Department normally does not make
distinctions between research into
specific models. We, therefore, included
the R&D expenses as part of the cost of
manufacmnng.

 closely to the time period than to the
revenueseameddurmgthepeﬁodand,,
-~ .- the change in thre tax law nor the *-

'restmctunnguostsmneddmngzhe

" expenses: (1) Are incurred
- throughout the fiscal year; (2} are

Commeat 11: Asset Taxes Restmctunng

: CostsandSochSeamtyTax&s T

‘The petitioners argue Sldel'l‘:a Ll
understated G&A expense by. excludmg
2 portion of asset taxes and by * - .
normalizing restructuring costs and

" social security taxes. Siderca calculated

a G&A rate from the audited. financial
statements for the year ending March_ -
31, 1994, but in doing 5o adjusted these
three types of expenses. The petitioners:
argue the Department’s long-standing -
practice G&A 1o be*

Thailand (Furfuryl Alcohol) (60 I-‘R
22557, 22560, May 8, 1995).

In Furfuryl Alcohol, the Deparunent
reasoned G&A are tied more

one full business cycle of the company.
is a reasonable basis on which te. . -
calculate the G&A rate. The

concluded the G&A rateshouldbe -,
calculated from annual audited = . -

frequently based on estimates that are
end; and (3} are typically inctzrred in .

connection with the 's overall
operations. The salient point, the .

- . petitioners argue, is that Department .. o

methodology already smooths out
fluctuations and captures a

) representatxvepmmreofrespoﬁdmts

G&A costs. The petitioners also note the
Department’s questionnaire instructed
Siderca to calculate its GikA rate from

‘the audited financial statements for the
year which most closely corresponds to

the POL

SzdercaaxguestheDeparunenus
mistaken about the amount ofasset -
taxes excluded from G&A expense, and
that it was proper to exclude this ‘
portioh. Siderca argues the government
repealed the asset tax four months prior
to the POI and, therefore, the asset tax
does not relate to the: productsunder
investigation.

In Argentina, the private pension -
funds took over the social security
functions previcusly administered by

" the Argentine government. Individuals

close to the retirement age were given
the option of remaining under the old
system. The retirement age was
increased by five years. As a result, a
significant number of individuals chose
to retire early. This led to a larger than
normal number of retirements for

. are continuously changing.
- consistent with our normal

Siderca, These higher costs were .
' recognized by Sidercxin 1994. - -
- Siderca argues that because of this,

 severance expenses and social security
~ -expenses were adjusted to reflect what
. they otherwise would have been if the
. government had not changed the labor
" law at the end of 1993. Because of the -
" privatization, Siderca argues it incurred
| in fiscal 1993 labor costs that it

otherwise would have-incurred ina -

- _fntu.te penod.

calculated from the financial statemems : Pasman

which most closely correspond to the . - -

. period of investigation, as shown in -

" Final Determination of Sales at Less - -
Thar Fair Value: Furfuryl Alcohol From - .

we agree with the petitioners. As the
petitioners note, the t's -

. methodology intends to smooth ont

fluctuations and capture a
TE ive picture of respondent’s

.. G&A costs (seée e.g., Furfuryl Alcohol).
-'The De

- isto

.. audited financtal statements which most

t's long-standing practice
te G&A from the

closely correspond to the POL Neither

events that

' wamntadepamneﬁomﬂle :

" Department’s practice. The events are
: - neither unusual in nature nor infrequent
. - in occurrence. Companies frequently
, -mustrsaﬂtochangumthelawsofthe
~ business. The
adjusted to actual expenses at fiscal year-

change may not

affect the company and its employees -
e Therefore, -

 statements for the year ending March
. 31,1994 . o

' .Comment 12: Offsetting G&A With
~Inte1med1‘my$a}esﬂevenues

The petitioners argue that Siderca

inappropriately offset G&A
" with revenues from the sale of non-

‘subject merchandise. Reported total

G&A expense included other income
"and expenses. The detail of other -

income and s shows revenues

o ﬁ-omthesaleofmzsceﬂaneouspmducts

nane of which were pipe. The

. petitioners argue the Department's long-
- standing policy is to deduct from G&A

‘only the portion of miscellaneous
income related to the production of
subject merchandise. The petitioners
cite the Final Results of Antidumping

- Duty Administrative Reviews: Certain

Brass Sheet and Strip From Raly (57 FR

- 9235, Marchi 17, 1992), in which the

Department disallowed miscellanecus
income because it did not rejate to the
subject merchandise.
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Siderca argues that the revenue from
the sale of intermediate products can be
used to offset G&A because
they were produced in the same
integrated facility with the OCTG
products. Siderca argues that the costs
associated with the revenue are
inciuded in the d costs, and
therefore the G&A should be offset by
the revenue. Siderca claims that the
petitioners’ focus on *‘production of the
subject merchandise” is misleadi
Siderca argues there does not have to be
a direct link to OCTG, enly to the
production facilities where the
merchandise was produced. Siderca
cites the Final Determination of Sales at
Not Less Than Fair Value: Saccharin
from Korea (59 FR 58526, 58828,
November 15, 1994}, in which the
- Department stated that miscellanecus
income should be permitted as an ofiset
to G&A because the income was related
to respondent’s production opm-nuons

DOC Position

We agree with Siderca. The
ms:gmﬁcants:uofthe offset indicates
the revenue is in nature
and should be included in G&A. The
costs associated with this revenue are
captured in the company's overall
variance and, thereiore, have been
" included in the costs. As the
Department noted in Saccharin from
Korea, miscellaneous income relating to
production operations of the subject
merchsndise may be permitted as an
offset to G&A. Intermediate products,
sold in small quantities, are considered
to be related to production operations.
We have included in G&A the
miscellaneous revenue from the sale of -
intermediate products. -

gz;umt 13: G&A Expense of Siderca

The pehuoners the Depament
must treat the G&A expense of Siderca

Corp. as further manufacturing costs

selling expenses.
They state that Siderca Corp. plays an
integral part in the further
mepufacturing process, claiming it.
negotiates and oversees the work of the
purchacing sgent o Tewss Pipe.

agent for Texas Pipe -
Threaders (TPT) and the unreiated
subcontracter, and shares with TPT
office space and the same company
president. The petitioners argue that,
because Siderca failed to demonstrate
which of Siderca Corp.’s G&A expenses.
relate to further manufa , the
Deparunentshoﬂdmakeanadvelse
inference, and include ali of the costs in’
ﬁuthermmufactunng
Siderca argues that it properly

included Siderca Corp.’s G&A expénses

as a selling expense. Siderca concedes
that Siderca Corp. does purchase
material for use in further
manufacturing, and arranges when
necessary for the further processing to

- occur at TPT and other processors.
. However, Siderca argues that Siderca

Corp.'s activities are directed toward
selling merchandise.
DOC Position

We agree with Siderca. Siderca Corp.

- may direct the movement of materials to

the related and unrelated further
manufacturers, but all production
activities are carried out by the further
manufacturers. These further
manufacturers charge Siderca Corp. for
their services. These charges have been
reported as further manufacturing costs.
erh;e treated theseGuf;; expenses of
Si asa since
the pnmarycomﬂmchon of Sl?&lx)glsgorp is
one of a selling agent.

Comment 14: Interest Expense on
Further Manufactured Merchandise

The petitioners arpue that Siderca
calculated and applied interest expense
incorrectly on sales of further
manufactured merchandise. The
petitioners also argue Siderca
inappropriately applied the interest
factor to fabrication costs only,and -
thereby understated costs. Finally, the
petitioners argue Siderca should
calculate the rate from the consolidated
financia] statements of Sidercs, rather
than the financial statements of Siderca

Siderca meintains that Siderca Corp.’s
interest expense is the appropriate
measure of interest expense on sales of

s that Siderca dlsias

Siderca argues Corp a
direct line of credit with a bank in the
United States to finance its operations.
Siderca also argues that it is :
nunnecessary to apply any financing to
TPT's activities as the ce at
TPT is sufficient to handle its’

Tequirements.
DOC Position

The Department’s methodology for
financial expense is well-

‘established (see, e.g., the Final

Determination of Sales at Less than Fair
Value: New Minivans from japan (57 FR
21937, May 26, 1992) and the Final
Determination of Sales at Less than Fair
Valve: Small Business Telephones from
Korea (54 FR 53141, December 27,
19839])). The Pepartment’s preference for
using the consolidated financial
statements of the organization, because
of the hmgﬂuhty of money, applies
equally in further manufacturing
situations. Both TPT and Siderca Corp. -

are consolidated with their parent.
Siderca S.A.L.C.. Therefore, the
appropriate rate to apply to the further
-man costs is the rate from the
parent’s consolidated financial
statements.

The petitioners are incorrect in their

" assertion the rate should be applied to

the cost of the materials {i.e., the cost of
the product produced by Siderca in
Argentina which is further
manufactured in the United States). The
Department accounts for the interest
expense associated with the product
produced in Argentina as part of the
financing cost of the product. It would
effect a double counting of financial
éxpenses if the Department applied the
cial expense rate first to the
pmdm:t produced in Argentina and then
to the total of the further manufactured
product.

We applied the financial expense
percentage calculated from the audited
consolidated financial statements of
Siderca to the cost of the foreign
manufactured product and the cost of
the U.S. further manufacturing,

Suspension of Liquidation

Pursuant to section 735{c)(1)(B) of the
Act, we will instruct the Customs
Service to require & cash deposit or
posungofabundeqtmltothe estimated
final dumping margins, as shown below
for entries nf OCTG from Argentina that
are entered, or withdrawn from
warehouse, for consumption from the
date of publication of this notice in the
Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Weighted-

- . l . E
snufactirer/producerexportet margin per-
' centage

Siderca SALC. e
All Others

136
1.36

International Trade Commission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination, The ITC will make its
determination whether these imports
materially injure, or threaten injury to,
a U.S. industry within 75 days of the
publication of this notice, in accordance
with section 735(b)(3) of the Act. If the-
ITC determines that material injury or
threat of material injury does not exist,
the ing will be terminated and
allsecuriﬁespostedd:tslaresu.ltofthe
suspension of liquidation will be
refunded or canhglenlled. However, if the
ITC determines that material injury or
threat of material injury does exist, the
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Department will issue an anndumpmg
duty order. -

Notification to Interested Par::es

-This notice serves as the only
reminder to parties subject to
administrative protective order {APO) in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 19 CFR
353.34(d). Failure to complyisa
violation of the APO.

This determination is published
pursuant to section 735(d} of the Act (19
U.S.C. 1673(d}) and 19 CFR 353.20.

Dated: June 18, 1985.
susan G. Esserman, =~

Assistant Secretary, for Import
Administration.

FR Doc. 95-15616 Filed 6~27-05; 8:45 am]
BILLING CODE 2510-bS-P

[A-433-808)

Final Determination of Sales at Less
Than Fair Value: Oil &aumry Tubular
Goods from Austria -

AGENCY: Impart Admnm'aﬁm.
International Trade Administration,
Departiment of Commerce.
EFFECTIVE DATE: June 28, 1995. _
FOR FURTHER INFORMATION CONTACT: Bill
Cmv:i or ]amssmMaeder, , Office of
Antidumping Investigations, Import
Administration, 1J.S. T : of
Comimerce, 14th Street and Canstitution
Avenue, NW., Wi DC. 20230;
telephone (202) 482-0116 or 482-3330,
respectively. _
Final Determination

We determine that oil country tubular
goods (“OCTG™) from Austria are being
sold in the United States at less than fair
value, as provided in section 735 of the
Tariff Act of 1930, as amended (“the
Act”). The estimated margins are shown
in the *Suspension of hqmdat:on”
section of this notice.

Case History .

Since the preliminary determination
of sales at less than fair vaiue in this
investigation on January 26, 1995 (60 FR
6512, February 2, 1995}, the fo].lowmg
events have occurred.

In February and April 1995, the
Department conducted its sales and cost
verifications of the respendent, Voest-
Alpine Stahlrohr Kindberg GmbH
(“Kindberg"). Verification reports
issued on April 17, 1995, April 26,
1995, and April 27, 1994.

On May 12, 1995, Koppel Steel

U.S. Steel Group (a unit of
usx Corporanon] and USS/Kobe Steel

Company (“the petmoners") and
Kindberg submitted case briefs. Rebuttal -
briefs were submitted by both parties on
May 19, 1995. No hearing was held, as
petitioners withdrew their mquest cn

. April 12, 1995.

Scope of I.nvesttgaﬂon

For purposes of this mveshgatmn
OCTG are hollow steel products of - .
circular cross-section, including oil well
casing, tubing, and drill pipe, of iron
{other than cast iron) or steel (both
carbor. and alloy}, whether seamless or
welded, whether.or hot conforming to.
American Petroleum Institute (API) or
non-API specifications, whether
finished or unfinished (including green
tubes and limited service OCIG
products). This scope does riot cover
casing, tubing, or drill pipe containing -
10.5 percent or more of chrominm. The'

OCTG subject to this investigation are .
classified in the Harmonized

currently
Tariff Schedule of the United States :

. [HTSUS) under itern numbers:

7304.20.10.10, 7304.20.10.20, .
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.60, _
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40,30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.50, 7304.20.40,80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60,15, .
7304.20.60.30, 7304.20.60.45,
7304.20.60.50, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30.
7304.20.80.45, 7304.20.80.60,

. 7305.20.20.00, 7305.20.40.00,

7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10, '
7306.20.60.50, 7306. 20.80 10 and

'7306.20.80.50.

Afer the publication of the )
informed Customs that HTSUS item.
nurnbers 7304.20.10.00, 7304.20.20,00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,

.7304.20.60.10, 7304.20.60.50, and

7304.20.80.00 were no longer valid
HTSUS item pumbers. This was ©
confirmed by examination both of the'
Customs module and the published .
1995 HTSUS tariff schedule.-
Accardingly, these numbers have been
deleted from the scope definition.

.- duty, wharfage

Although the HTSUS subhaadmgs are
_provided for convenience and customs
purposes, our written description of the
scope of this investigation is dxsposmve -

.‘Pen'od of Investigation

The period of investigation {POI] is

- January 1, 1994, through June 30, 1994.

Appb‘mb!e Statute and Régu!aﬁon.g .
- Unless otherwise indicated, all
citations to the Statute and to the

Department’s regulations are in
reference to the provisions as they -
existed on December 31, 1994, -

Such or Similar Compansans_ .

-For purposes of the final
determination, we have determined that.

. tbeOCI'Gcovetedbythismvwhganon

comprises & single category of “‘suck or
similar” mfe v:'lbl]:h.uf:\. the
meaning of section 771(b) of the Act. We
maodified the luemrnhy

".outlined jio Appendix V of the
. Department’s antidumping '

quesuannaueasdescrihedm.th
FairValueCompmisons '

“To determine whether sales of OCTG

" from Austria to the United States were

made at less than fair value, we

. mpmd:heummsmmtusm_

to the foreign market value (FMV), as
specified in the “United States Price” -
and “Foreign Market Value™ sections of

. this notice. When comparing the U.S.

sales to sales of similar inerchandisein -
the third country, we made adjustments
for differences in physical
characteristics, pursuant to 19 CFR

. 353.57. Further, in accordance with 19
. CFR 353.58, we made comparisons at

the same level of trade, where possible.
United States Price (USP)
WemlaﬂatedUSPamdingiothe

.-U.8. indirect selling expenses incurred

by Kindberg’s Houston Texas related

~ sales agent, VATC, to adjust for cost

variances and to correct for an incorrect .

-allocation of VATC's personnel costs;

(3) we made corrections and
adjustments to reported foreign
bmkeragecharges; {4)wemade -
corrections and ad ts to U.S.
hrokerageeacpenses
where necessary; and (5} we )

" recalculated U.S. imputed credit to use

an interest rate tied to U.S. dollar
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Foreign Market Value

As stated in the preliminary
determination, we found that the home
market was-not viable for sales of QCTG
and based FMV on third country sales
to Russia.

Cost of Production (COP)

Aswemd.umedmourp
determmahon.onOctobers 1984, the
Department initiated an investigation to
determine if sales in the third-country
market were made below the cost of
productior (COP). In order to determine
whether the third country prices were
below COP within the meaning of
section 773(b) of the Act, we calculated
the COF based on the sum of Kindberg's
cost of materials, fabrication, general
expenses, and packing, in accordance
with 18 CFR 353.51(c}. Kindberg had
rotiminary determination, bt

on,
Pmpmdedmsuﬁmentexplamhunand
incomplete documentation. In fact,
someofthemiomahonontherecord

Rea by the variances
suhmi Kmdhexgimpurposesof
e fuurmponed

's
as follows: (1) The “Recalculating”
v bnis) veriance, which
ad]ummdlrdcoststoamdcosts (2)
the “Reconciling” (Ubezlei
variance, which reconciles the cost
accounting system results with -
Kingdbesg’s financial statements, (3) the
“Plant Idling” (Betriebstillstand}

factory overhead to reverse the
demasedeﬁm‘:n&mesgscalemusedby
factory idling, and {4) the “profit-
sharing” (Gewinnausschiittung)
variance, which adjusts actual period
costs to reverse Kindberg's state-
mandated bonus pay.

- certain

For our fina) determination, we made
the following adjustments to Kindberg's
costs: :

1. We used only the “Recalculating”
and “Reconciling” variances to adjust
Kindberg's reported standard costs
because the remaining two variances
reflect an improper hypothetical
normalization of actual costs incurred
during the POIL A detailed and
proprietary analysis of the nature of-
Kindberg’s reported cost variances is
contajned in the Department’s June 12,
1995, final concurrence memeorandurm.
Also, see the Cost Comments section of
the notice, below. ‘

2. We have remlttl:lulated the vafnance
8s a percen of the POI cost o
manufactnrt:.af: (COM) and applied that

percentage to each per-unit cost of
man . See also the Cost

Comments section of the notice, below.
3. We calculated a revised (G&A) rate
from the annual financial statements
and applied this revised rate to the per-
unit cost of manufacturing.
4. We removed from the COM of one

" model sold in the United States, tc a

sepmtepack:lngexpenseﬁeld the
costs incorrectly
included by Kindberg in COM. . -
5. We recalculated Kindberg's
financial expenses using the 1993
annual audited financial statements of

“its parent organization, 0.1.A.G. A

degaﬂedandpmpnetaryanalysxsofth:s

Accounting’s June 13, 1995,
memorandwm.

After computing COP, we compared
product-specific COP to reported third-
country prices that were net of
movement charges and direct and
indirect selling expenses.

Resuits of COP Analysis

In accordance with Section 773(b) of
the Act, we followed our standard
methodology to determine whether the
third country sales of each product were
made at prices below their COP in
substantial quantities over an extended
period of time, and whether such sales
were made at prices that would permit

of al} costs within a reasonable
of time in the normal course of
trade, as described in the preliminary
determination.

Based on this methodology, for
sold in the United
States, there were adequate numbers of
third country sales made above the cost
of production to serve as FMV. For U.S.
sales of other products, there were not.
In such cases, we matched U.S. sales 10
constructed value (CV). .

Constructed Value

In accordance with section 773(e) of
the Act, we calculated CV as described
in the preliminary determination, with
the same adjustments for purposes of
this final determination as listed in the
*Cost of Production” section above,
with one additional change: We offset
the financial expense calculated from
O.LA.G.’s financial statements by the
ratio of trade receivables and inventory
over total assets.

For CV to U.S. price comparisons, we
made deductions from CV, where
appropriate, for the weighted-average
third country direct selling expenses.
We also deducted the weighted-average
third country indirect selling expenses.
We limited this adjustment by the
amount of indirect selling expenses
incurred on U.8. sales, in accordance
with 19 CFR 353.56(b)(2).

Third-Country Sales Comparisons

Where appropriate, we calculated
FMV based an delivered prices to
unrelated customers in Russia and to
unrelated international trading
companies whose customers in Russia
were known to Kindberg at the time of
Kindberg’s sale to the trading company.

In light of the Court of Appeals for the
Federal Circuit’s (CAFC) deciston in Ad
Hoc Committee of AZ-NM-TX-FL .
Producers of Gray Portland Cement v.
United States, 13 F.3d 398 (Fed. Cir.
1994), the Department no longer can
deduct third-country movement charges
from FMV pursuant to its inherent
power to fill in gaps in the antidumping
statute. Instead, we will adjust for those
expenses under the circumstance-of-sale
pravision of 19 CFR 353.56(a), as
appropriate. Accordingly, in the present
case, we deducted post-sale third-
country inland freight, inland insurance

" and foreign inland insurance from FMV

as direct selling under the
circumstance-of-sale provision of 19
CFR 353.56(a).

We deducted third-country packing
costs and added U.S. packing costs in.
accordance with section 773(a)(1) of the

. Act. We also made circumstance-of-sale

adjustments for differences in direct
selling expenses, which included credit,
warranties, guarantees and
commissions, in accordance with 19
CFR 353.56(a)(2). We deducted
comymissions i on third-country
sales and added total U.S. indirect
selling expenses, capped by the amount
of third-country commissions; those
total U.5. indirect selling expenses
included U.S. inventory carrying costs,
indirect selling expenses incurred in
Austria on U.S. sales and indirect
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selling expenses incurred ip the United
States.

Based on information obtained at
verification, we made corrections and
adjustments to certain charges claimed
by Kindberg. We recalculated indirect
selling expenses incurred in Austria for
Russian sales to adjust for cost
variances. We also recalculated imputed
credit on Russian sales to use an interest
rate tied to U.S. dollar lending, since
Russian sales were denominated in U.S.
dollars. Based on information obtained
at verification, we allowed an
adjustment for occasional early payment
discounts, where applicable.

We discovered at verification that
Kindberg failed to report a limited
number of Russiar sales. However,
taking into considering the relatively
insignificant volume of these sales and
the FMV of these sales relative to the
FMV of reported sales, we find that the
omission does not distort our margin
calculation. Therefore, we made no
modification to our analysis to account
for their inadvertent exclusion. See also
Sales Comment 1, below.

Currency Conversion

We made currency conversions based
on the official exchange rates, as
certified by the Federal Reserve Bank of
New York, in effect on the dates of the
.5, sales, pursuant to 19 CFR 353.60.

Verification

As provided in section 776(b) of the
Act, we verified the information used in
making our final determination.
Interested Party Comments
Sales Comments

Comment 1—Kindberg’s Failure To
Report Certain Russian Sales

The petitiopers maintain that the
Department shouid use best information
available {BIA) to remedy Kindberg’s
failure to report Russian sales which
account for a portion of the total volume
of POI sales to Russia. According to the
petitioners, the information on the
record is not sufficient to determine
what effect these sales would have ocn
the calculation of third country prices or
on dumping margins. The petitioners
urge the Department to employ a
methodology similar to that used in
Final Determination of Sales at Less
Than Fair Value: Fresh Kiwifruit from
New Zealand (57 FR 13695, April 17,
1992), (“Kiwifruit”") whereby the .
Department distributed the volume of
the missing sales equally across all
pricing periods, and assigned to each
portion of the added volume the highest
net price in the pricing period that was
found ir each kiwifruit category.

Kindberg maintains that its omission
of these sales should be treated as a
clerical error pursnant to section 735(e)
of the Act and therefore should be
corTected for purposes of the final
determination. Kindberg rejects the
petitioners’ suggestion for use of BIA,
stating that the failure to report these
sales was unintentional and that their
inclusion would have actually
benefitted Kindberg. The respondent
states that Kiwifruit as cited by the
petitioners is not germane for several
reasons: {1} The omission of the Russian
sales was inadvertent; (2) Kindberg is
not requesting that the sales be
disregarded; (3) Kiwifruit involved the
omission of a significantly larger portion
of sales; and (4) Kiwifruit involved sales
over six distinct pricing periods where
the price did not change during those
periads, whereas no analogous pricing
structure exists for OCTG. Kindberg
maintains that the Department should
use its discretion to modify the record
and not reject the new sales data, and
argues that the courts have never
reversed a decision by the Departinent
to accept late information rather than
use BIA,

DOC Position :

We disagree with the petitioners in
that we are not using BIA for these
unreported sales. We also disagree with

t, in that we have not
corrected the database to account for the
missing transactions. The amount of
sales inadvertently omitted is relatively
insignificant.

The Department has, in the past,
disregarded sales inadvertently omitted
from the database for FMV when such
unreported sales were of insignificant
quantity and value. In the Final
Determination of Sales at Less Than Fair
Value: Certain Hot-Rolled Carbon Steel
Flat Products, Certain Cold-Roled
Carbon Steel Flat Products, Certain
Corrosion-Registant Carbon Steel Flat
Products, and Certain Cut-to-Length
Carben Steel Plate from France, (58 FR
37131, comment %uly 9, ms;hwe
disregarded previously unreport
home market sales, both these presented |
at the outset of, and those discovered
during the course of, the Department’s
verification, because they were of
insignificant quantity and value.

Further, based on our analysis of
sampled missing invoices, the gross
prices of the omitted transactions were
considerably lower than similar sales
reported, As such, the record indicates
that the omissicn of these third-country
sales is in fact, adverse to respondent’s
interests. Accordingly, no further
adverse action is warranted.

Comment 2--Discounts on Russian
Sales

The petitioners argue that the
Department should not allow any
adjustment to third country prices for
discounts. According to the petitioners,
because Kindberg did not report
discounts in its database sales listing,
but rather only referred to their possible
existence in the body of its narrative
response, it never truly reported the
discounts. The petiticners acknowledge
that the Department was able to
successfully test the discount
at verification; however, the petitioners
aiso point out that the verification
report records the verifier’s notice to
company officials that examination of
the administration of the discount
program did not constitute acceptance
of the adjustment for purposes of the
final determination. Indeed, they object
to any such acceptance. The petitioners
cite to the Department’s regulation that
factual information must be submitted
no later than seven days before the
scheduled date on which the
verification is to commence (19 CFR
353.31(a)(i)}), maintaining that the
inclusion of the discounts is not
warranted because the discounts are not
a minor revision to the responses but
instead are substantial new information.

Kindberg maintains that its omission
from the computer listing of these
discounts should be treated as a clerical
error pursuant to section 735(e} of the
Act and therefore corrected for purposes
of the final determination. Kindberg
maintains that it did report these
discounts in its response, though it
inadvertently did not include them on
its submitted computer tape. Kindberg
states that the Department corroborated
the applicability of the discounts at
verification. -

DOC Position

We disagree with ttlli petitioners.
in which this discount apply and the
percentage theteof, but failed to include
the transactiop-specific amounts in its
computerized sales listing. The detailed
information submitted by Kindberg
enabled the Department to-analyze the
pertinent Russian sales prior to
verification. Thus, the verification team
had at its disposal the subset of such
sales in a format which allowed
relatively easy review of the omitted
discounts. Kindberg
and alerted verifiers to their mistake
early in the verification. The sample
selected for verification by the team tied
correctly and the correction placed no
administrative burden on the
Department. Giveri these particular

officials recognized '
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circumstances, we modified the final
programming to deduct the discount
from those sales with the corresponding
payment code.

Comment 3—Exchange Rates-

. The petitioners contend that the
Department should follow its normal
practice and apply the Federal Reserve
exchange rates in its final margin '
calculations and reject Kindberg’s logic
for using the *‘secured exchange rates”
reported in its sales listings. The
petitioners maintain that the
Department’s regulations governing -
Em'ency convemwfuns stattze cleariy t‘lllyat

& Department use uarter!
exchange rates published by%he
Treasury Department on the applicabie
date of sale. First, the petitioners claim
that the Department’s decision in the
administrative review of Antifriction
Bearings (Other Than Taj Roller
Bearings] and Parts Thereof from
France, et. al., 60 FR 10900, 10821 .

(February 25 1995), confirms that the
Department will not use the exchange
Tate a company allegedly received
through hedging operations, citing our
position in that review that the

ent is required by 18 CFR
353.60 to make conversions
using the Federal Reserve rates. Second,
the petitioners allege that verification
‘reveaied that many sales were not -

* secured by forward contracts, but were
entered into Kindberg's bonks using
either a mixed rate the°f the
secured exchange rate and the daily
exchange rate quoted in the Wiener
Zeitung or the Wiener Zeitung deily rate

alone.

Ki <be maintzins that the mix of
daily hedged currency conversian
rates should be treated as a clerical error
pursuant to section 735(e) of the Act (12
USC 1673d(e)) and therefore corrected
for purposes of the final determinatian.
Kindberg argues that the reported
exchange rate contracts lock in sales
that are denominated in U.S. dollars and
thatthmmesazemtegraﬂyhnkadto
lﬁndbe:gscostamountng

financisl accounting systems.
DOC Position

We disagree with the respondent.
First, the Department shoild not use
Kindberg's parent-company’s partial
currency hedging exchange rates in lieu
of official exchange rates. The
Depariment is required by 19 CFR
353.60 to make conversions
using the Federal Reserve rates.

Second, the petitioners are correct in
pointing out that verification revealed
that many sales were not secured by
forward contracts, but were entered into
Kindberg's books using either 2 mixed

rate consisting of the secured exchange
rate and the daily exchange rate quoted
in the Wiener Zeitung or the Wiener
Zeitung daily rate alone. Kindberg is
incorrect to classify a question of
fundamental calculation methodology
as a “clerical’ error. The error herein is
Kindberg’s inaccuracy in describing the
use of “‘secured’’ exchange rates. The -
Department cannot accurately use
Kindberg's mix of reported exchange
rates, since the databases for U.S. and
third-country sales do not indicate
which transactions were “secured,”
which were recorded with daily
newspaper rates and which were
recorded with pari-secured/part-daily
rates.

Comment 4+—Third Country

. Cormmissions

The petitioners argue.that the
Department should not adjust
Kindberg’s third country prices for
commissions because Kindberg failed to
submit adequate.information regarding
commissions paid on sales to the

* Russian market. According to the

petitianers, Kindberg failed to provide

meaningful details on the payment of
charges it claims as commissions in its

‘response. Additionally, the petitioners

argue that Kindberg failed to submit any
usable information regarding
commissions until verification. The
petitioners maintain thet the
information presented at verification by
Kmdbe:g indicates that the
commissions may not be linked to
individual sales or ever calculated on
the basis of sales.

Kindberg maintains that it reported in
its response that commissions on sales
to Russia are negotiated md.lhdna]ly
and may vary for each commissionaire
depending on the sgreement negotiated
with Kindberg. Further, Kindberg states
that, regardless of the extent of their
services, all commissionaires provide
Kindberg with client cantact and client
cultivation directly relating to sales that
are the subject of this investigation.
Kindberg therefore urges the
Department to make a downward
adjustment to foreign market value to
account for these commissions.

DOC Position :

We disagree with the petitioners. The
payments examined in the context of
the selected Russian sales were
documented by Kindberg as having been
administered as commissions. These
payments were made in ftion of
the selhng functions of the trad.mg
companies, which are located in market
economies, and are by nature sales
commissions. The general purpose and

" administration of these payments is

fully consistent with the characteristics
of commissions outlined in the Final
Determination of Sales at Less Than Fair
Value: Stainless Steel Angle from Japan,
(60 FR 16608, 16611, March 31, 1995}
These characteristics are consistent in
that: (1) These adjustmnents are designed
and agreed upon in writing with the
commissionaires; {2) comimnissions were
earned directly on sales made, based cn
flat rates or percentage rates applied to
the value of individual orders; (3) the
commissions take into consideration the
expenses which the trading companies
must incur to cultivate and maintain
successful relationships with Russian
purchasers; and (4} Kindberg relies on
the external sales and marketing
abilities of these commissiopaires in
lieu of establishing its own larger
Eastern European sales force. We are,
therefore, continuing to treat these
reported adjustments as commissions.,
deducting them from FMV and adding
to FMV indirect selling expenses
incurred by Kindberg on U.S. sales,
capped by the amount of third-country
commissions.

Comment 5--Value Allocation of U.S.
Indirect Selling Expenses

The petitioners maintain that in
calculating U.S. price, the Department
should divide the total U.S. indirect -

selling expenses reported by Kindberg
by the value of sales to obtain the proper
allocation, rather than use the per-ton
charges originally reported by Kindberg.
DOC Position

We agree with the petitioners, and are
calculating indirect selling expenses,

“both on U.S. and Russian sales, as a

percentage of sales.
Comment 6~—U.5. Credit Expenses

The petitioners note that in reporting
U.S. sales, Kindberg calculated imputed

-crednumganAusmanmterestmeof

4.6 percent. They point out that in the
preliminary determination, the
Department based its calculation of U.S.
imputed credit on the late payment
charge formula used by VATC on its
invoices, of “prevailing New York prime
plus 1 percent.” According to the
petitioners, the Department has stated in
the past that for a given interest rate to
be used, a respondent must show that it
actually had access to funds at that
interest rate. The petitioners maintain
that Kindberg has provided no -
information that it or VATC in access to
funds at the prevailing New York prime
rate plus one percent. The petitioners
urge the Department to use the higher
interest rate on Kindberg’s invoices to
VATC to calculate U1.S. imputed credit.
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In response, Kindberg maintains that
the Department should not use the late
payment rate set forth on its invoices to
VATC because this rate isnot a
borrowing rate but rather a punitive rate
established by Kindberg to encourage
timely payment by their related sales
agent. Asserting that this rate does not
reflect the actual cost to it for extending
credit to customers in the United States,
Kindberg urges the Department to use
instead the 4.6 percent interest rate it
reported which was based on its
deferred interest deposits in Austrian
schillings. :

DOC Position

We disagree with both parties.
Petitidners object to using the U.S.
interest rate noted on the VATC invoice
to the U.S. customer, and would have us
use a higher rate noted on the pro-forma
invoice from Kindberg to VATC. Yet the
higher rate set forth on the pro-forma
invoice does not represent actual
borrowing by Kindberg any more than
does the rate on the VATC invoices.
However, the rate on the VATC invoice
is used by VATC to establish the time
value of credit it extends when
receiving late payment by the first
unrelated 11.S. customer, the purchaser
who defines the actual U.S. transaction.
Additionally, the rate on the VATC
invoice to the U.S. customer is tied ta
an objective market rate, the N.Y. prime
interest rate.

In contrast, the nominal late payment
interest rate shown on the Kindberg to
VATC invoices is for delinquent intra-
company repatriation of funds from
VATC to Kindberg, and is not tied to
any objective benchmark related to the
lending market, such as a U.5. prime
rate. Thus, it is even further removed
from objective commercial criteria.

We are not using the reported rate of
4.6 percent because this Austrian rate is
denominated in schiilings, and both
U.S. and Russian sales are dencminated
and paid for in U.S. dollars. A company
selling in a given currency (such as sales
denominated in dollars} is effectively
lending to its purchasers in the currency
in which its receivables are ’
denominated (in this case, in dollars) for
the period from shipment of its goods
until the date it receives payment from
its purchaser. Thus, when sales are
made in, and future payments are
expected in, a given currency, the
measure of the company’s extension of
credit should be based on an interest
rate tied to the currency in which its
receivables are denominated. Only then
does establishing a measure of imputed
credit recognize both the time value of
money and the effect of currency
fluctuations on repatriating revenue.

Since the purchaser of record in the
investigation is the first unrelated
customer in the United States, the
appropriate interest rate reflecting
imputed credit expenses by Kindberg
through VATC is a rate denominated in
U.S. dollars. The New York prime rate
plus one percent is the rate set during .
the POI by which Kindberg’s related
U.S. sales agent measured the time
value of late revenue on U.S. sales. In
a parallel manner. the Department’s
imputed credit expense measures the
cost to Kindberg, via VATC, of
extending credit to that U.S. customer.
Additionally, since sales to Russia are
also denorninated in U.S. dollars, and
since this is the only dollar-
denominated interest rate indicated by
Kindberg’s actual business practices, we
are also calculating imputed interest for
those sales at the New York prime
interest rate plus one percent.

Comunent 7—Price Changes on Certain
U.S. Sales

The petitioners note that the
Department discovered that for certain
U.S. sales, VATC did not simply re-
invoice the prices recorded in
Kindberg's invoice to it, but re-invoiced
the first unrelated U.S. customer at a
higher price, based on renegotiated
extended payment terms and, on one
occasion, on extraordinary freight
expexnses incurred by VATC. The
petitioners urge the Department not to
make any adjustment to these price
changes in its final antidumping
calculations.

Kindberg states that for the sales
where VATC had to re-invoice the
custamer, the new payment terms were
contained in the purchase orders sent
from VATC to Kindberg, but omitted
from the invoice sent from Kindberg..
Kindberg urges the Department to adjust
these U.5. prices upward.

DOC Position

We agree with the petitioners.
Kindberg did not identify the invoice
reporting error to the Department,
rather, this inaccuracy was discovered
by the Department. We note, however,
that the occasional freight charges
incurred were passed or: exactly to the
U.S. customer and that the upward
adjustment to U.S. price for extended
payment terms was offset by the
increased cost of the extended credit.
Thus Kindberg's failure to report the
subset of changed VATC invoice prices
and related charges had no effect on the
margin calculations. Additionaily,
Kindberg's mistake was inadvertent. For
these reasons. we did not make any
adjustment to the reported gross price

on those sales, nor did we apply partial
BIA,

Comment 8—Unincorporated Russian
Debit and Credit Memoranda

Citing from the Austrian Sales
Verification Report, Kindberg notes that
it had not matched several debit and
credit memos to the Russian sales that
they modified. Kindberg stresses that
the net effect of the unincorporated
memoranda was an over-reporting of
certain third-country sales prices and
urges, therefore, that the mistakes
identified at verification be corrected.

DOC Position

We disagree with the respondent.
First, it is not the Department’s practice
to make substantial and complicated
revisions, nor is it the Department’s
responsibility to reconstruct a response.
Correction of the omission of these debit
and credit memoranda would require
extensive matching and recalculation of
specific prices by matching missing
memoranda to invoices through mill
orders.

Second, in this specific instance, the
net effect of Kindberg’s omissionsisa
marginally higher FMV than the correct
amount, which we note is slightly
adverse to the respondent. We are
therefore keeping the reported third-
country prices unchanged for purposes
of the final determination.

Comment 9-—Double-counting of
Transportation Insurance Expenses in
U.S. and Russian Indirect Seiling
Expenses

Kindberg notes that the Department
found at verification that Kindberg had
double-counted transportation.
insurance expenses by reporting these
individually and also as 2 sub-
component of indirect selling expenses.
both for sales to the United States and
to Russia. Kindberg urges that the
mistakes identified at verification be
corrected.

DOC Position

We disagree with the respondent. We
agree that, where significant, double-
counting may be addressed. We note.
however, that the inadvertent inclusjon
of insurance costs comprises a very
mipute per-ton amount. Additionally.
we note that this small error affects
equally both U.S. price and FMV. We
did not collect the rather extensive
documentation required to cosrect this
minor inclusion. Because it is not the
Department’s practice to reconstruct
major portions of a response, which
would be required in order to back out
these costs from indirect selling
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expenses, we are using the expenses as
reported.

Comment 10—PFPacking Costs

The petitioners argue that the
Department confirmed at verification
that Kindberg incorrectly included
packing costs in its calculation of the
variable cost of manufacturing used for
COP, CV and difference-in merchandise
(DIFMER) calculations. According to the
petitioners, it is a well-established
principle that packing costs are not a
cost of manufacturing, and are not
inciluded in the variable costs or the
difmer calculation, but should instead
be reported separately.

However, they also maintain that for
all but one model of OCTG the impact
of these misplaced packing costs are
imraterial. The petitioners state that for
that one remaining model where the
packing is in wooden boxes, a uniquely
expensive method, the actual costs
needed for the margin calculations are
not on the record. They therefore urge
the Department to assign, as partial BIA,
to all U.S. sales of this model, a packing
cost based on the difference between the
highest total cost (sum of material costs,
labor costs and variable overhead) of
any U.S. sale, which is packing
inclusive, and the total cost for the same
model as sold in the third country,
which is packing exclusive. Calculating
this difference isolates from total COM
the packing charges which were only
included in COM for the U.S. sales of
this model. . )

Kindberg maintains that the special
packing costs for this one U.S. model
should not be included in the variable
cost of manufacturing or in the
calculation of differences in
merch:(zl:d.ise, but that the{as:eonld be
reported as packing costs d on
actual cost. Kindberg does not agree
with the petitioners’ contention that the
highest difference in total
man ing costs for this model
should be used as BlA. Kindberg does
not state how it would recommend
remedying the incorrect reparting.

DOC Position

We agree with the petitioners that the
packing costs should not have been
reported as a component of
manufacturing costs. We also agres with
the petitioners that the packing costs
should be removed from the reported
manufacturing costs and reported
independently as packing charges for
the specific model in question. We do
not agree with the petitioners’
recommendation for partial BLA. We
have instead calculated the packing
expenses for this mode! from cost of
manufacturing based on the data

collected at verification, as noted in
greater detail in the June 13, 1995,
Office of Accounting memorandum. The
Department identified the difference
between the average unpacked COM
reported in the COP database for this
OCTG model when sold to Russia and
the average packed COM reported in the
CV database for sales to the United
States. This data allowed the
Department to compute a POl-average
packing cost for the U.S. sales of this
model.

Cost Comments
Comment 1—LCost of Steel Billets

The petitioners object to the use of
transfer prices from Kindberg's related
supplier, VA Stahl Danawitz, in
determining the cost of production and
constructed value. They maintain that
the use of the reported transfer prices to
determine either COP or CV would be
contrary to the Act.

With respect to COP, according to the
petitioners, Kindberg never provided
cost data for raw material
from Donawitz, despite the fact that
Kindberg and Donawitz are both under
commmon control. The petitioners
question the validity of Kindberg's
submission of general cost data
pertaining to Donawitz's production of
various types of blooms and billets,
which the petitioners characterize as
being untranslated and
incomprehensible. The petitioners
msintain that these documents do not
establish the COP of the billets
purchased by Kindberg. Therefore, the
petitioners argue that Kindberg has
failed to meet the statutory requirement
for the use of transier prices in COP.

With respect to CV, the petitioners
maintain that U.S. law only allows the
use of transfer prices if two conditions
are met: (1) The transfer price reflects
market value, and (2) for major inputs,
the transfer price is shown to be above
the cost of producing the input. They
cite to the Department's administrative
review of Antifriction Bearings {Other
Than Tapered Roiler Bearings) and Parts
Thereof from France, Germany, Italy,
Japan, Romania, Singapore, Sweden,
Thailand, and the United Kingdam, 58
FR 39729, 387545, July 26, 1993.

The petitioners contend that Kindberg -
has not fulfilled the first condition
because it did not demonstrate that the
POI purchases of Donawitz billets were
at market value, but instead made a
comparison of market prices and
transfer prices for the vear prior to the
POL The petitioners also argiie that
Kindberg bas also failed to meet the
second condition, since they presented
no actual COP data on billets, the single

most significant input for OCTG
production.

To remedy this alleged deficiency, the
petitioners recommend that the
Department follow the statutory
instruction to construct cost on the best
evidence available as to what costs
would have been if the transaction had
occuwrred between unrelated parties. The
petitioners suggest that the Department
increase the raw material variacle
overhead for each control number by an
amount equal to the average cost of
manufacture reported by Donawitz,
multiplied by the statutory ten percent
for SG&A. .

Kindberg contends that it has
provided both a comparative analysis of
market prices and Donawitz’s average
cost of production per ton per billet.
during the POI for the record in this
investigation. According to Kindberg,
the information provided demanstrates
that the transfer prices are above
Denawitz’s cost of production and that
Donawitz was profitable during the full
year 1994. Kindberg claims that the
documentation shows i y that
Donawitz sold raw materials to jt at a
profit. Kindberg therefore urges the
Department to utilize the reported
transfer prices in its calculation of cost
of preduction and constructed value.

Kindberg maintains that the
petitioners® suggestion that the
Department should increase the variabie
overhead cost of raw materials by 2
hypothetical amount is totaily without
merit. Kindberg claims that this

ion was made without citation to
administrative precedents, judicial
precedents or statutory authority;
further, the suggestion runs counter to
the aptidunping law. Kindberg
maintains that the Department is
required to, and has a practice of, using
actual market prices when related party
prices are found to be unreliable.
According to Kindberg, the information
on record clearly establishes that market
prices are lower than those paid by
Kindberg to its related party supplier.

DOC Position

We disagree with the petitioners.
Kindberg: (1) Was able to show
benchmark market prices using both a
1994 contract for purchases of billets
from an unrelated party; and (2)
provided cost data from Donawitz
showing the average cost of producing
billets to be below all of the transfer
prices reported. Therefore, we used the
transfer price from Donawitz to
Kindberg for purposes of the final
determination. .



Federal Register / Vol. 60, No. 124 / Wednesday, June

28, 1995 / Notices 33557

Comment 2—The Plant Idling Variance

The petitioners maintain that
Kindberg's calculation of net cost
variance improperly included a
reduction in costs calculated to reflect
idle plant expenses due to problems
with a major contract. The petitioners
contend that this element, which
Kindberg called its “Plant-Idling
variance" is not truly a cost variance.
According to the petitioners, Kindberg
is using this ameunt to adjust actual
costs to hypothetical costs, i.e., those
costs which would have been incurred
if it had not encountered contract
problems and thus had operated its
factory at “normal” levels in 1994. The
petitioners cite to Final Determination
of Sales at Less Than Fair Value:
Titaniym Sponge from Japan, 49 FR
39687, 38689, October 1, 1984, 10
support their contention that the
Department has in the past specifically
rejected adjustments to actual costs,
where the adjustments were designed to
convert actual production costs to those
of 2 “hypothetical efficient cost model.”
Second, the petitioners maintaip that
the Departinent requires respondents to
report a fully absorbed cost of
production, including costs associated
with down time and with low capacity
utilization. The petitioners contend that,
based on this principle, the Department
requires respondents to inciude
depreciation costs of idied equipment
and labor costs of idled staff. According
to the petitioners, such costs are

included in COP regardless of the cause I

of plant idling.

According to Kindberg, the reported
variance includes costs which are not
associated with temporary down-time or
low capacity utjlization or other costs
incutred due to general business

conditions such as strikes or production

probiems or factory modernization.
Kindberg maintains that the freezing of
the contract, particularly for an
extended period of time, forced the
factory to incur unforeseeable costs that
are not normally associated with general
business conditions. Kindberg argues
that, because these costs do not reflect
its actual cost of production, the
Department should include this
variance in the calculation of cost of
production and constructed value.

DOC Position

We disagree with the respondent. We
are rejecting the adjustment to fixed
factory overhead costs for the “Plant
1dling” variance. Rejecting this claimed

adjustment corrects fixed factory
overbead to the levels actually incurred
in the POI. The Department’s practice is
to calculate the respondent’s fully

absorbed cost of production for the POL.
By fully absorbed cost the Department
means actual cost incurred in the POI,
including period costs such as SG&A,
financial expense and all non-operating
costs. The purpose of the COP test is to
determine if the respondent’s home
market or third-country price is
sufficient to recover all of its costs.
including period costs.

Kindberg recognized the total
overhead costs as an operating expense
in their income statement, not as an
extraordinary expense. Under Austrian
GAAP, these expenses were not
considered extraordinary, and, in fact,
they were not reported as extraordinary
expenses in Kindberg’s financial
statements. As noted in Fina) Results of
Antidumping Duty Administrative
Review: Color Picture Tubes from Japan
(55 FR 37924, September 14, 1980, the
Department does not normally accept
the use of expected or budgeted
production quantities. Although the
cause of Kindberg’s loss of the export
guarantee was unique, the resulting
delay in a major sale was not itself an
extraordinary event. Moreover,
Kindberg did not provide any evidence
to establish their normal production
level. The Department may normalize
production costs in i
circumstances if the respondent
provides several years of production
data, establishing their normai historical
production level. Kindberg only
submitted its year-end yield accounts.
Without the historical cost data, we
would not have been able to analyze a
benchmark for the “normal” production
level of Kindberg, even if we had
determined that normalization was
appropriate.

Comment 3—The Profit Sharing
Variance

The petitioners maintain that
Kindherg's calculation of net cost
variance improperly included a
reduction in costs calculated to adjust
for its distribution of profit to
emp . The petitioners contend that
this element, which Kindberg called its -
“profit-sharing variance” is not truly a
cost variance. According to the
petitioners, Kindberg is using this
amount to remove from the reported
manufacturing costs, the expense of
paying its employees as mandated by
Austrian law. The petitioners cite to the
final determinstions in the
administrative reviews of Porcelain-on-
Steel Cooking Ware from Mexica
{Mexican Cooking Ware), (60 FR 2378,
2839 January 9, 1995) and (58 FR 23327,
43331-43332, August 16, 1993) as well
to the Final Determination of Sales at
Less Than Fair Value: Carbon Steel Flat

Products from Canada, (58 FR 37099,
37113-37114, July 9, 1993}, to support
their claim that the Departrnent has
consistently required such payment to
be included in COP.

Kindberg argues that it properly
removed from production costs the
bonuses paid to emplovees under the
profit sharing plan. Kindberg states that
the Austrian Government sets statutory
wage rates and salaries for different jobs
in the iron and steel industry and that
the profit distribution is a regular
incentive given to employees, even if
the company incurs a loss. Kindberg
argues that the amounts should not be
included in the reported costs, because
the profit distributions exceed the
statutory wages Kindberg is required to
pay.

DOC Position

We disagree with respondent. We are
rejecting Kindberg's adjustment to
manufacturing costs for the “Profit-
Sharing™ variance. Rejecting this
variance restates Kindberg's conversion
costs to amounts reflecting the actual
costs incurred in the POL

In general, from an economic
standpoint, there are several benefits
that a company receives through the
adoption of 2 profit sharing plan. The
company’s fixed wages are reduced
aliowing it to remain cost efficient in
tough economic conditions. The
promise of sharing profits in prosperous
periods can be used to gain wage
concessions from unions. Therefore,
profit sharing plans are directly related
to wages and salaries..

From an accounting perspective.
profit distributions to employees are
reated in a manner similar to bonuses.
They are typically recorded as an
expense and are shown on the income
statement. Kindberg included these
nominal “profit-sharing” distributions
as an operating expense on its financial
statements. In contrast, dividends,
which are true distributions of profit,
affect only the equity section of the
balance sheet and do not flow through
the income statement. This distinction
implies that profit sharing distributions
are more clo:;iy associated with
expenses, rather than with earnings.
Kindberg admits in its case brief t%sat the
profit-sharing distributions are regular
incentives to emplovees and that the
distributions increase the operating loss.

Consistent with our determinations in
consecutive administrative reviews of
Mexican Cooking Ware, the Department
determines that these mandatory
payments represent compensation to the
employees for their efforts in the
production of merchandise and the
administration of the company.
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Comment 4—Allocation of Net Variance

The petitioners take exception to the
allocation of Kindberg's net variance.
Kindberg divided the total of all of its
variances by the total tons produced in
the POL This fixed amount per ton was
applied as an offset to each specific per
unit standard cost reported 1o the
Department.

The petitioners argue that the
Department must apply the cost
variances to the cost of manufacturing
as a percentage, rather than as a fixed
amount per ton. The variance must be
applied as a percentage in order to
obtain an applied variance proportional
to the manufacturing costs. The
petitioners argue the fixed amount per
ton distorts the reported costs, because
it understates the variance applied to
products with higher manufacturing
costs and overstates the variance
applied to products with lower
manufacturing costs. The petitioners
cite Carbon Steel Alloy Steel Wire Rod
from Canada, 59 FR 18791 (April 20,
1994), in which the Department
disallowed the use of tonnage to allocate
melt shop costs, because it resulted in
the same cost per ton regardiess of steel
grade.

DOC Position

We agree with the petitioners. We
have recalculated the variance from
standard cost as a percentage of the POI
cost of manufacturing and applied the
rate to each per-unit cost of
manufacturing. The petitioners are
correct in their assertion that Kindberg's
methodology “smooths” costs by
- applying a smaller proportion of the

- variance to products with higher
production costs. The variance relates to
all production costs and should be
allocated proportionally among product
costs.

Continuation of Suspension of
Liquidation .

In accordance with section 733(d)(1)of
the Act 19 USC 1673bi{d)(1), we directed
the Customs Service to suspend
liquidation of all entries of OCTG from
Austria, as defined in the “Scope of
Investigation™ section of this notice, that
are entered, or withdrawn from
warehouse, for consumption on or after
February 2, 1995.

Pursuant to the results of this final
determinaticn, we will instruct the
Custams Service to require a cash
deposit or posting of a bond equal to the
estimated final dumping margin, as
shown below for entries of OCTG from
Austria that are entered, or withdrawn
from warehouse, for consumption from
the date of publication of this notice in

the Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Margin per-
Producer/manufacturer/exporter centage
Voest-Alpine Stahlrohr
Kindberg GmbH .....ccoceneee. 12.72
All OINETS e sesnraae 12.72
ITC Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its
determination whether these imports
materially injure, or threaten injury to,
a U.S. industry within 45 days of the
publication of this notice. If the ITC
determines that material injury or threat
of material injury does not exist, the
proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that such injury does
exist, the Department will issue an
antidumping duty order.

Notification to Interested Parties

This notice serves as the only
reminder to parties subject to
administrative protective order (APO) in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 19 CFR
353.34(d). Failure to comply isa
violation of the APO.

This determination is published
pursuant to section 735{d) of the Act {19
U.S.C. 1673(d)) and 19 CFR 353.20.

Dated: June 19, 1995.

Susan G. Esserman,

Assistant Secretary for Impart
Administration.

{FR Doc. 95-15617 Filed §-27-95; 8:45 am]
BILLING COOE 3510-DS-P

[A-475-816}

Fina! Determination of Sales at Less
Than Fair Value: Ol Country Tubular
Goods from italy

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

EFFECTIVE DATE: June 28, 1995.

FOR FURTHER INFORMATION CONTACT: Bill
Crow or Stuart Schaag, Office of
Antidumping Investigations, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW., Washington, DC 20230;
telephone (202) 482-0116 or (202) 482-
0192, respectively.

Final Determination

The Department of Commerce (the
Department) determines that oil country
tubular poods (OCTG) from Italy are
being, or are likely to be, sold in the
United States at less than fair value, as
provided in section 735 of the Tariff Act
of 1930, as amended (the Act) {19 U.S.C.
1673d). The estimated margins are
shown in the Suspension of Liquidation
section of this notice.

Scope of the Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including oil well
casing, tubing, and drill pipe, of iron
(other than cast iron) or steel (both
carbon and alley), whether seamless or
welded, whether or not conforming to
American Petroleum Institute (API) or
non-API specifications, whether
finished or unfinished {including green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromivm. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20,10.10, 7304.20.10.20,
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.60,
7304.20.1G.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.80,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20,80.10, and
7306.20.80.50.

After the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid
HTSUS item numbers. Accordingly,
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these numbers have been deleted from
the scope of this investigation.

Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this investigation is dispositive.
Period of Investigation

The period of investigation (POI) is
January 1, 1994, t.hmugh June 30, 1994,

Case History

Since our prelimi determination
(60 FR 6513, February 2, 1995) the
following events have occurred. On
February 3, 1995, one of the -
respondents, Dalmine S.p.A. (Dalmine},
requested a postponement of the final
determination. This request was granted
(60 FR 8632, February 15, 1895), and the
final was postponed by the Department
until no later than June 19, 1895. On
May 2, 1995, Dalmine submitted its case
brief. On May 3, 1995, petitioner
submitted its case brief and on May 10,
1995, petitioner submitted its rebuttal.

Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the Statute and to the
Department’s regulations are in
reference to the provisions as they
existed on December 31, 1994.

Best Information Available

In accordance with section 776(c) of
the Act (19 U.5.C. 1677e(c)), we have
determined that the use of best
information available (BIA) is
appropriate for all companies. Given
that none of the three named companies
responded fully to the Department’s
questionnaire, we find that no
respondents have cooperated in this
investigation.

In determining what to use as BIA. the
Department follows a two-tiered
methodology, whereby the Department
normally assigns lower margins to those
respondents who cooperate in an
investigation, and margins based on
more adverse assumptions for those
respondents who do not cooperate in an
investigation. If the Department deems a
respondent to be non-cooperative, that
respondent’s final margin for the
relevant class or kind of merchandise s
the higher of either {1} the highest
margin in the petition, or (2) the highest
calculated margin of any respondent
{see Antifriction Bearings (Qther Than
Tapered Roller Bearings) and Parts
Thereof From the Federal Republic of
Germany: Final Determination of Sales
at Less Than Feir Value {54 FR 18992,
19033, May 3, 1989)). The Department’s
two-tier methodology for assigning BIA
based on the degree of respondents’
cooperation has been upheld by the U.S.

Court of Appeals for the Federal Circuit.
{See Allied Signal Aerospace Co. v.
United States, 996 F.2d 1185 (Fed. Cir.
1993); see also Krupp Stahl, AG et al. v.
United States, 822 F. Supp. 789 [CIT
1993).)

In this investigation, the mandatory
respondents have refused to cooperate
by failing to respond, either entirely, or
in large part, to the Department’s
questionnaire, Therefore, in accordance
with our standard practice, the
Department has assigned the highest
margin jn the petition to all '
respondents. The assigned BLA margin
is the same margin that was assigned for
the preliminary determination.

Fair Value Comparisons

To determine whether sales of subject
merchandise from Italy to the United
States were made at less than fair value,
we compared United States price {USP)
to foreign. market value (FMV) as
reported in the petition. See Initiation of
Antidumping Duty Investigation of Oil
Country Tubular Goods Pipe from
Argentina, Austria, Italy, Japan, Korea,
Mexico, and Spain {59 FR 37962, july
26, 1994).

Comment 1—Comments Regarding
Daimine 5.p.A.

Dalmine urges the Department to
reverse its November 4, 1994, decision
that Dalmine's home market is viable
{see November 4, 1995, Memorandum
fromn Richard W. Moreland to Barbara R.
Stafford). As a basis for this reversal,
Dalmine refers to arguments made in its
November 14, 1994, submission. In this
submissjon, Dalmine challenged the
legality of the Department’s
determination that Dalmine's home
market is viable. Dalmine asserted that
the Department’s standing policy is not
to use related party sales in its home
market viability calculation. Dalmine
also requests that the Department take
into account its December 1694
announcement concerning the
Department'’s reconsideration of its
policy regarding downstréam related
party sales {see December 27, 1994
Letter from Roland L. MacDonald,
Director, Office of Agreements
Compliance, to Dofasco Inc.). In the
event that the Department reverses its
November 4 viability determination,
Dalmine urges the Department to
reguest, review, and verify Dalmine’s
third country sales data. Although such
a task would extend past the
Department’s deadline for the final
determination in this investigation,
Dalmine argues that the Department’s
deadlines are hortatory and not
mandatory and, therefore, the
Department may take the time that is

needed to receive and verify new
TESpORDSes.

Petiticner argues that Dalmine’s case
brief merely refers 1o previous
submissions that have already been
rejected by the Department.
Additionally, petitioner argues that
downstream sales are not an issue in
this investigation and, therefore,
Dalmine’s request that the Department
reconsider its home market viability
decision based on the Department’s
review of its policy regarding the
reporting of downstream customers is
irrelevant. Petitioner maintains that
Dalmine's refusal to comply with the
Department’s explicit instructions to
report home market sales can only be
characterized as noncooperative and
that the Department has no option but
to use the highest margin alleged in the
petition as BLA.

DOC Position

We re-affirm our previous decision
that Dalmine’s home market s viable
and that Dalmine’s refusal to comply
with the Department’s request for home
market sales information constitutes
uncooperative behavior.

In its Novernber 4 determination, the
Department decided that the nature of
the relationship between Dalmine, its
home market customers, and the
Government of Italy, was not pertinent
to the Department’s home market
viability analysis. The record contains
no information that would cause the

ent to change this decision.
Additionally, the Department’s
announcement that it was reviewing its
present policy regarding sales to
downstream customers has no bearing
on its policy to use sales to both related
and unrelated parties in its viability
analysis.

Comment 2

In order to preserve the viability issue
in the event that Dalmine decides to
appeal the Department’s determination,
Dalmine urges the Departrment to clarify
in this notice the extent of Dalmine’s
codperation in this investigation and the
reasons for Dalmine’s decision not to
report home market sales data.
Specifically, Dalmine requests the
Department to acknowledge that
Dalmine informed the Department that
its home market was not viable and tha.
the Department rejected Dalmine’s
proposal because it considered
Dalmine’s home market to be viable.
Additionally, Dalmine asks that the
Department respond to the legal
arguments addressed in Dalmine’s
November 14 submission and that the
Department’s analysis take into account
the policy announcement that the
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Department made on December 27,
1994, regarding the Department’s
requirement to report downstream
related party sales.

Petitioner argues that there is no need
for the Department to revisit its decision
regarding the viability of Dalmine’s
home market. :

DOC Position

The information regarding the extent
of Dalmine’s participation in this
investigation is already a matter of
public record. In the event that Dalmine
appeals the Department's actions, the
Department’s previous decision to
request home market information,
Dalmine’s subsequent arguments
concerning the Department’s decision,
and Dalmine’s refusal to supply the
Department with requested information
are all on record in the official file in the
Central Records Unit of the Department.

Continuation of Suspension of
Liquidation

In accordance with section 733(d)(1)
of the Act (19 USC 1673b{d)(1)), we
dire~ted the Customs Service to suspend
liquidation of all entries of OCTG from
Italy, as defined in the “Scope of
Investigation™ section of this notice, that
are entered, or withdrawn from
warehouse, for consumption on or after
February 2, 1995.

Pursuant to the results of this final
determination, we will instruct the
Customs Service to require a cash
deposit or posting of a bond equal 1o the
estimated final dumnping margin, as
shown below, for entries of OCTG from
Italy that are entered, or withdrawn
from warehouse, for consumption from
the date of publication of this notice in
the Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Weight-

ed-aver-

Manufacturer/producer/exporter mar-
Qin per-

centage
[0 F R o O Y — 49.78
Acciaierie Tubificio Arvedi Sp.A. . 49.78
General Sider Europa S.pA. ... 49.78
Afl Others 49.78

International Trade Commission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its
determination whether these imports
materially injure, or threaten injury to,
a 1.5, industry within 45 days of the
publication of this notice. If the ITC
determines that material injury or threat
of material injury does not exist, the

proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that such injury does
exist, the Department will issue an
antidumping duty order.

Notification to Interested Parties

This notice serves as the only
reminder to parties subject to
administrative protective order (APO) in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 19 CFR
353.34(d). Failure to comply isa
violation of the APO.

This determination is published
pursuant to sectior 735({d) of the Act (19
U.8.C. 1673d(d)) and 19 CFR
353.20(a)(4).

Dated: June 18, 1995,

Susan G. Esserman,

Assistant Secretary for Import
Administretion. .

[FR Doc. 95-15618 Filed 6-27-95; 8:45 am]

BHLLING CODE 3510-D5-P

[A-588-835]

Final Determination of Sales at Less
Than Fair Value: Qll Country Tubular
Gioods From Japan

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.
EFFECTIVE DATE: June 28, 1995.
FOR FURTHER INFORMATION CONTACT: John
Beck or Stuart Schaag, Office of
Antidumping Investigations, Import
Administration, International Trade
Administration, U.S. Departrent of
Commerce, 14th Street and Constitution
Avenue, NW., Washington, DC, 20230,
telephone (202) 482-3646 or (202) 482-
0192, respectively.
Final Determination

The Department of Commerce (the
De ent) determines that oil country
tubular goods (OCTG) from Jzpan are
being, or are likely to be, sold in the
United States at less than fair value, as
provided in section 735 of the Tariff Act
of 1930, as amended (the Act) (19 U.S.C.
1673d). The estimated margins are
shown in the Suspension of Liquidation
section of this notice.
Scope of the Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including o6il well
casing, tubing, and drill pipe, of iron
(other than cast iron) or steel (both
carbon and alloy}, whether seamless or

welded, whether or not conforming to
American Petroleum Institute (API) or
non-API specifications, whether
finished or unfinished (including green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20.10.10, 7304.20.10.20,
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.50,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20,20.80,
7304.20,30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.1C, and
7306.20.80.50.

er the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.59, and
7304.20.80.00 were no longer valid
HTSUS item numbers. Accordingly,
these numbers have been deleted from
the scope definition.

Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this investigation is dispositive.
Period of Investigation

The period of investigation {POI) is
January 1, 1994, through june 30, 1994.
Case History

There has been no activity in this
investigation since the imi
determination (60 FR 6506, February 2,
1995).

Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the Statute and to the
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Department’s regulations are in
reference to the provisions as they
existed on December 31, 1994.

Best Information Available

In accordance with section 778(c) of
the Act (19 U.S.C. 1677elc}), we have
determined that the use of best
information available {BIA) is
appropriate for both Nippon Steel Corp.
and Sumitomo Metal Industries, Ltd.
Given that neither of the named
companies responded to the
Department’s guestionnaire, we find
that no respondents have cooperated in
this investigation.

In determining what to use as BIA, the

ent follows & two-tiered
methodology, whereby the Department
normally assigns Jower margins to those
respondents who cooperate in an
investigation, and marpins based on
more adverse assumptions for those
respondents who do not cooperate in an
investigation. If a respondent is non-
cooperative, that respondent’s final
margin for the relevant class or kind of
merchandise is the higher of either (1)
the highest margin in the petition, or (2)
the highest calculated margin of any
respondent {see Antifriction Bearings
{Other Than Tapered Roller Bearings)
and Parts Thereof From the Federal
Republic of Germany: Final
Determination of Sales at Less Than Fair
Value (54 FR 18992, 19033, May 3,
19;?12;1 T{ae D?panment's two-tier
m ology for assigning BIA
conditioned on the degree of
respondents’ cooperation has been
upheld by the U.S. Court of Appeals for
the Federal Circuit. (See Allied Signal
Aerospace Co. v. United States, 996
F.2d 1185 (Fed. Cir. 1993); see also
Krupp Stahi, AG et al. v. United States,
822 F. Supp. 789 (CIT 1993).)

In this investigation, the two
respondents refused to cooperate by
failing to respond to the Department’s
questionnaire. Therefore, in accordance
with our standard practice, the
Department has assigned the highest
margin in the petition to both
mmondsms. The assigned BIA margin
is the same margin that was assigned for
the preliminary determination.

Fair Value Comparisons

To arrive at the BIA margin referred
to above, we compared United States
price {USP) to foreign market value
(FMV) as reported in the petition. See
Initiation of Antidumping Duty
Investigation of Oil Country Tubular
Goods Pipe from Argentina, Austria,
Italy, lapan, Korea, Mexico, and Spain
{59 FR 37962, July 26, 1994).

Centinuation of Suspension of
Liguidation

In accordance with section 733(d){(1)
of the Act 19 U.S.C. 1673b{d}(1), we
directed the Customs Service to suspend
liquidation of ail entries of OCTG from
Japan, as defined in the *Scope of
Investigation” section of this notice, that
are entered, or withdrawn from
warehouse, for consumption on or after
February 2, 1995.

Pursuant to the results of this final
determination, we will instruct the
Customs Service to require a cash
deposit or posting of a bond equal to the
estimated final dumping margin, as
shown below, for entries of OCTG from
Japan that are entered, or withdrawn
from warehouse, for consumption from
the date of publication of this notice in
the Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Weighted-
average
Mam.rfacu.lrerfprodl.perlexponer margin per-
centage
Nippon Steel Corporation —-...... 4420
Sumitomo Metal Industries, L 4420
All Others ..cocreeeeeeccemserimssmomrnrsass 44,20

International Trade Comznission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its’
determination whether these imports
materially injure, or threaten injury to,
a U.S. industry within 45 days of the
publication of this notice. If the ITC

-determines that material injury or threat

of material injury does not exist, the
proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelied. However, if the
ITC determines that such injury does
exist, the Department will issue an
antidumping duty order.

Notification to Interested Parties

This notice serves as the only
reminder to parties subject to
administrative protective order {APO) in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 18 CFR
353.34(d). Failure to comply is 2
violation of the APO.

This determination is published
pursuant to section 735(d} of the Act (19
U.S.C. 1673d(d)) and 19 CFR
353.20(a)(4).

Dated: June 19, 1995,
Paul L. Joife,
Deputy Assistant Secretary for Import
Administration,
[FR Doc. 95-15619 Filed 6-27-95; 8:45 am}
BILLING CODE 3510-DS-P

[A-580-825)

Final Determination of Sales at Less
Than Fair Value: Qi Country Tubular
Goods from Korea

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

EFFECTIVE DATE: June 28, 1995.

FOR FURTHER INFORMATION CONTACT:
Brian C. Smith or john Beck, Office of
Antidumping Investigations, Import
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone (202) 482-1766 or (202) 482~
3464, respectively.

Final Determination:

The Department of Commerce (the
Department) determines that cil country
tubular goods (OCTG) from Korea are
being, or are likely to be, sold in the
United States at less than fair value, as
provided in section 735 of the Tariff Act
of 1930, as amended (the Act). The

i ins are shown in the
“Continuation of Suspension of
Liquidation™ section of this notice.
Case History

Since the January 26, 1995,
preliminary determination (60 FR 6507,
February 2, 1995), the following events
have occurred.

On February 3, 1995, we issued a
supplemental questionnaire to Hyundai
Steel Pipe Company, Ltd. {HSF). We
received HSP’s response on February
27, 1995.

In March 1995, we conducted the
sales and cost verifications in Houston,
Texas, and Seoul, Korea. We issued the
verification reports in April 1995. On
May 2 and May 3, 1995, HSP and the
petitioners submitted their case briefs,
respectively. On May 10, 1995, both
parties submitted their rebuttal briefs. A
public hearing was held on May 16,
1995. .

Scope of Investigation

For purposes of this investigation,
OCTG are hollow steel produets of
circular cross-section, including oil weil
casing, tubing, and drill pipe, of iron
(other than cast iron) or steel (botk
carbon and alloy), whether seamless or
welded, whether or not conforming to
American Petroleum Institute (API) or
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non-APl specifications, whether
finished or unfinished (including green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers;
7304.20.10.10, 7304.20.10.20,
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.60,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.50.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10. and
7306.20.80.50.

After the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid
HTSUS item numbers. Accordingly.
these numbers have been deleted from
the scope definition.

Although the HTSUS subheadings are
provided for convenience and customs
purpeses, our written description of the
scope of this investigation is dispositive.
Period of Investigation

The period of investigation {FOJ) is
January 1, 1994, through June 30. 1994.
Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the Statute and to the
Department’s regulations are in
reference to the provisions as they
existed on December 31, 1994.

Best Information Available

In accordance with section 776(c) of
the Act, we have determined that the
use of best information available (BIA)

is appropriate for sales of OCTG by
Union Steel Manufacturing Company
{Union). Given that Union did not
respond to the Department’s
questionnaire, we find that it has not
cooperated in this investigation.

In determining what to use as BIA, the
Department follows a two-tiered
methodology whereby the Department
normally assigns lower margins to those
respondents who cooperate in an
investigation, and margins based on
more adverse assumptions for those
respondents who do not cooperate in an
investigation. If 2 respondent is non-
cooperative, that respondent’s final
margin for the relevant class or kind of
merchandise is the higher of either 1)
the highest margin in the petition, or 2)
the highest caiculated margin of any
rgondent {see Antifriction Bearings
{Other Than Tapered Roller Bearings)
and Parts Thereof From the Fed
Republic of Germany: Final
Determination of Sales at Less Than Fair
Value (54 FR 18992, 19033, May 3,
1989)). The Department's two-tier
methodology for assigning BIA based on
the degree of the respondents’
cooperation has been upheld by the U.S.
Court of Appeals for the Federal Circuit.
{See Allied-Signal Asrospace Co. v. the
United States, 996 F.2d 1185 (Fed., Cir.
1993); see also Krupp Stahl AG. etal. v.
the United States, 822 F. Supp. 789 (CIT
1993].

In this investigation, Union refused to
cooperate by failing to respond to the
Department’s questionnaire. Therefore,
in accordance with our standard
practice, the Department has assigned
the highest margin in the petition to
Union. The assigned BIA margin is the
same margin that was assigned for the
preliminary determination.

Such or Similar Comparisons

‘We have determined for purposes of
the final determination that the OCTG
covered by this investigation comprises
a single category of *such or similar”
merchandise within the meaning of
section 771(16) of the Act. All
comparisons of U.S. to third-country!
sales involved identical merchandise.

Fair Vaiue Comparisons

To determine whether HSP’s sales of
OCTG from Korea to the United States
were made at less than fair value, we

‘compared United States price (USP) to

foreign market value (FMV), as specified
in the “United States Price” and
“Foreign Market Value" sections of this
notice.

1 The home market in this case is not vigble. Sales
1o Canada are being uscd as the basis for FMV and
the cost of production analvsis.

United States Price

We calzulated USP according to the
methdology described in our
preliminary determination, with the
following exceptions as a result of
verification:

1. We removed two types of bank
charges from the U.S. indirect selling
expense calcuiation and treated them as
a direct expense; we included a third
type of bank charge in the indirect
selling expense calculation {see
Comment 7).

2. We recalculated U.S. and non-U.S.
indirect selling expenses;

3. We recalculated inventory carrying
costs using HSP’s revised cost data and
the appropriate interest rates (see
Comment 6).

4. We recalculated foreign brokerage
and handling expenses.

5. We deducted a related party’s
interest charge from USP {see Comment
8).

Foreign Market Value

As stated in the preliminary
detexmination, we found that the home
market was not viable for sales of OCTG
and based FMV on sales to Canada.

Cost of Production (COP) Analysis

As we indicated in our preliminary
determination, the Department initiated
an investigation to determine whether
HSP's sales in Canada were made below
their COP. In crder to determine
whether the third-country prices were
below the COP, we calculated the COP

. based on the sum of HSP’s reported cost

of materials, fabrication, general
expenses, and packing, in accordance
with 19 CFR 353.51(c]. We did not add
duties paid on the coil to the cost of
manufacture (COM)(see Comment 3).
We made the following adjustments to
HSP's COP data:

1. We increased the materjal costs
relating to the settlement received for
the purchase of defective coil. We
adjusted the settlement amount to
account for only that portion that was
pertinent to production of the subject
merchandise during the POI (see
Comment 10);

2. We increased the general and
administrative expenses to exclude
income and expenses resulting from
investment activities of the company
{see Comment 11}; and

3. We increased the COM to reflect
the allocation of overhead on the basis
of actual hours rather than standard
hours (see Comment 12).

After computing COP, we compared
preduct-specific COP to reported third-
country prices that were net of
movement charges and direct and
indirect selling expenses.
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Results of COP Analysis

In accordance witk section 773(b) of
the Act, we followed our standard
methodology as described in the
preliminary determination to determine
whether the third country sales of each
product were made at prices below their
COP.

Based on this methodology, we found
that none of HSP’s Canadian sales were
at prices below the COP.

Third Country Price Comparisons

For third country price to U.S. price
comparisons, we calculated FMV
according to the methodology described
in our preliminary determination, with
the following exceptions as a resuit of
verification:

1. We recalculdted foreign brokerage
and handling e ses.

2. We recalculated U.S. and non-U.S.
indirect selling expenses by removing
antidumping Jegal expenses from HSP's
calculation.

3. We recalcuiated inventory carrying
costs using HSP's revised cost data and
the appropriate interest rates (see
Comment &).

4. We recaiculated Canadian credit
expenses (see Comment 8).

Curtrency Conversion

Pursuant to 19 CFR 353.60, we made
currency conversions based on the
official exchange rates in effect on the
dates of the 1J.5. sales as certified by the
Federal Reserve Bank.

Verification
As provided in section 776(b) of the

Act, we verified the information used in
making our final determination.

Comment 1—Interested Party
Comments: Whether Best Information
Available (BIA} Is Appropriate for HSP
Based on Transaction-Specific Data
Arguments

The petitioners argue that the
verification report findings and the
record evidence demonstrate that the
respondent should have reported vessel-
specific (e.g., transaction-specific data)
instead of POl average charges and
adjustments for its U.S. sales during the
POL In summary, the petitioners
maintain that: (1) The respondent was
asked for transaction-specific
information: {2) the respondent stated
that such data would be impossible to
provide; (3) the Department verified that
the respondent could provide such data:
(4) the respondent provided such
information at verification; and (5) the
transaction-specific data the respondent
provided at verification differs from the
POI average figures submitted prior to
verification. The petitioners maintain

that because the respondent could have
reported transaction-specific ‘
information but failed to do so. the
respondent has been uncooperative,
significantly impeding the investigation
and casting dcubt on the reliability of its
questionnaire response. The petitioners
argue that since the respondent ignored
the questionnaire requirement to report
transaction-specific information, the
Department should resort to the
application of adverse BIA.

The respondent maintains that its
calculation of weighted-average POI
movement expenses for its U.S. sales
was reasonable because: {1) It cannot
always trace the actual product from
Korea to & sale because it does not have
access to the records of the stockyard
(e.g., an unrelated party) where it stores
its OCTG prior to sale; (2} the tracing
method outlined in the verification
report for determining transaction-
sreciﬁc movement expense data is not

ways accurate; and (3) sales-specific
tracing would have been unduly
burdensome. Moreover, the respondent
points out that the difference between
the transaction-specific movement
expenses reviewed at verification and
the weighted-average movement
expenses reported is de minimis.
Therefore, the respondent maintains
that the Department should accept its
movement expense allocation
methodology.

DOC Position

We agree with the respondent. We
have accepted HPA’s average expense
reporting methodology because {1} it is
representative and non-distortive of
transaction-specific data: and (2) it
would be contrary to our practice to
require an unrelated party thatisnot a
party subject to this proceeding (i.e., the
stockyard) to provide information. We
disagree with the petitioners that HPA
has been uncooperative, that it has
significantly impeded the investigation,
or that it misled or made
misrepresentations to the Department,

The Department's preference is for a
respondent to report transaction-specific
sales information unless a respondent
can demonstrate that doing so is overly
burdensome or that its alternative
methodology is representative and non-
distortive of transaction-specific sales
information. {In this case, transaction-
specific information is equivalent to
vessel-specific information.} HSP's U.S.
subsidiary, HPA, maintained from the
outset of this investigation that it could
not report transaction-specific
movement expenses for its sales of
OCTG made during the POl because its
accounting svstern does not contain
such information. At verification, this

statement was clarified to mean that
HPA couid not physically trace the
QCTG through its sales documentation
from the vessel, through the stockyard
{which is an unrelated party), and then
to the ultimate U.5. customer. Though
HPA uses stock numbers to record
movement of OCTG to and from the
stockyard and on sales documentation
sent to its U.S. customers, we have
determined that HPA used the stock
numbers simply as a technique to
account for the OCTG it sent to its
stockyard (an unrelated party) prior to
release to its customers, and for
determining what portion of unsold
OCTG remained at the stockyard. At no
time after HPA had the OCTG delivered
to the stockyard from the U.S. port of
entry did HPA retain records which
would allow it to physically account for
the movement of the OCTG from the
stockyard to the first unrelated

" customer.

While the stockyard is required by the
American Petroleum Institute (AP} to
be abie to trace, at any time, any piece
of OCTG released to HPA's first
unrelated customer back to the specific
production run, such information could
not be confirmed from HPA's
accounting system or sales
documentation. Only the stockyard’s
records would likely contain the
information to link the actual OCTG
removed from a given vessel to an actual
HPA sale. However, because the
stockyard is an unrelated party to HPA,
that information was not obtainable.
HPA is therefore correct when it states
that its records cannot physically trace
the OCTG from the vessel to the
customer. For this reason, we do not
find that HPA sought to impede the
investigation by not providing such
data. Thus, the issue of whether it was
burdensome for HPA to report
transaction-specific information is moot.

Finally, after an analysis of business
proprietary data and our findings at
verification, we have determined that
HPA'’s methodology of reporting average
POI movement expenses is non-
distortive and representative of the

it incurred during the POl on
sales of OCTG. The difference between
the vessel-specific movement expenses
we requested at verification and the
weighted-average movement expenses
reported is negligible.

Comment 2—Whether BIA Is
Appropriate for HSP Based On Alleged
Data Deficiency Arguments

The petitioners maintain that
verification revezled several serious
deficiencies in the respondent’s
questionnaire response. For example.
the petitioners allege that the



33564

Federal Register / Vol. 60, No. 124 / Wednesday, June 28, 1995 / Naotices

respandent incorrectly included
movement expenses, bank charges, and
entidumping legal in its
indirect selling

expenses and that there

were serious discrepancies between -
_actual production hours and the:. -
standard production hours used to
. allocate costs. The petitioners maintain °
that the corrections are so numerous” .-
' andsnbstanhalthuthedatapmnded
by the respondent is unusable, and - -
argue, therefore, thattheDepamnent
shouldmgnthepehuonma:gmas

Thetespondenteontendsthatevm-y
expense was verified, as the verification
reparts make clear. In addition, the
mspondsmpmJnsoutmlzmdueed

entirely verified by the Department..
Therefore, the respondent maintains
that the Department should use its - .
respansemtheﬁm.ldetermmauonmd
not resost to BIA. -

DOCPos:hon

Weag:emththa daWe
tested requndentssales tabases'
mmtomdabonwmmdmtmtand
relatively minor. The respondent either

thuemstoourmnum,m .

md:smmudthmas';lmk ofthe.
"information. We were sble to muact
these errors. The errors mentioned =~ .
o tha mﬂh‘fmﬂnmmmw
question o
These ate the types of errors the-
encounters in'a

cites Carlisle Tire & Rubber Co. v. :
United States, 634 F.Suppl. 419, 424 -
(CIT 1986), and Final Determination of
-Sales at Less Than Fair Value: Sweaters
Wholly or in Chief Weight of Man-Made
Fiber from the Korea (55 FR 32659, -
32666, Angust 10, 1990) (Sweaters from
Kma)msnpportof:tsmgxm
The petitioners argue that it would be
map ‘to exclude duties from the
COP because the drawback received on
& majority of the Canadian sales is- .
_ dxﬁerent:&umthedunesHSPpmdon

i . back to a particuiar impaorted

the imported coil incorporated into the
exported pipe.
DOC Position

We agree with the respondent. Our
practice, as enunciated in Sweaters from
Korea, is to calculate a COP exclusive of
duties and compare this COP to a duty-
exclusive price. Thus, the fact that there
may be a difference between the amount
of duty paid and the amount of
drawback received is irrelevant because
neither amount is used for purposes of
the COP test invoiving third country
sales. Consequently, other issues which
relate to the duty caiculation are moot.

Comment 4—Dugrmeback on U.S.

The pehhoners cumend that the
respondent should have calculated U.S.
duty drawback using shipment-specific
drawback data instead of the average
drawback received ]:ln all shipments
during the period July-December 1993.
They itmhe’;m contend that such
reparting would not have been
burdensome because the respondent
provided this information at
verification. In addition, the petitioners
assert that the respondent’s averaging
methodology was not reasonable
because it does not accurately capture
the correct universe of duty drawback
received. Therefore, the petitioners
request that the t deny the

" aliocated duty drawback adjustment to

U.S. price. .
‘The respandent maintains that in..

" Laciede Steel Co. v. United States, ,Slip

Op. 94160 (CIT 1994) (Laclede), the

. CIT upheld HSP's drawback

methodology which is virtually
identical to the methodology HSP is
using in this instant case. The
respondent points out that based on
Saiee sporitie cleuiations of Kovean
i ions of
duty drawbeck. Moreover, the
respondent maintains that it cannot
trace the amount of drawback received
on a particular exportation of OCTG
coil upon
which duty has previously been paid
because of the very nature of the Korean
drawback system. Additionally, the
respandent contends that the issue of
whether it would have been
burdensome to provide transaction-
specific data is irrelevant because there
is no relationship between coil mputs to
the OCTG exports. Finally, the
respandent thatztsallocanon
methodology is reasonable because the
amount of drawback assigned to each
vessel bears no relationship to the sales

‘that are made of the OCTG transported
'onthatvasel. :

DOC Position

We agree with the respondent. .
Contrary to the petitioners’ assertions,
we verified that HSP is unable to trace
the amount of drawback received upon
a particular exportation of OCTG back to
a particular imported coil upon which
duty has previously been paid because
of the nature of the Korean drawback
system. Specifically, the Korean duty
drawback system is set up such that
HSP is allowed to use a FIFO (first in
first out) method in matching import
permits for raw materials used to
produce OCTG to export permits
showing OCTG shipments. When it
submits its application for duty ~

. drawback, HSP is not required by the
. Korean government to link the amount

it paid in duty far a specific amount of
imported coil to the OCTG it actually
exported.

However, even if HSP were able to
provide transaction-specific amounts for
duty drawback, the Laclede decision is
clear that a respondent is not required
to report sales-specific calculations for
duty drawback relating to sales in a
particular market.

Regarding whether HSP's duty
drawback allocation methodology is
reasonable, we examined at verification
alternative aliocation methods HSP
could have used. We determined, based
on verification, that the methodology
HSP selected reasonably allocated its
duty drawback amounts and was non-
distortive based on the following facts:
(1) While HSP cannot determine on a
sales specific basis which coil imparted
actually was used to produce a specific
product for export, it can in general
determine which coil was used to
produce U.S.-destined OCTG and
Canadian-destined OCTG; (2) HSP
applies for duty drawback in the
ordinary course of business by taking
the oldest coil import permits and
linking them to export permits so that
it receives all of the drawback due to it;
and (3} there was an mngmﬁcam
difference between using HSP's method
and using an alternative method based
on the drawback received an OCTG sold
during the POL. itioners’
request that the duty drawback amount
be limited to the actual amount of duties
included in CV and the COP, this issue
is moot since we have excluded duties
from the COP calculation and we are not
resorting to CV as a basis for FMV.

Therefore, we are accepting the
respondent’s duty drawback allocation
methodology because it is in accordance
with the Laclede decision and
Departinent practice.
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Comment 5—Dual Prices for Identical
Merchandise

The petitioners maintain that the
respondent failed to adequately support
its claim that it can and does charge two
different prices to the same customer for
the same product on the same day.
Absent evidence to the contrary, the
petitioners contend that the real reason
for the change in prices may relate to
differences in physical characteristics or
to market conditions. The petitioners
argue that if the Department is not going
to resort to BIA, it may have to make a
difference-in-merchandise or
circumstance-of-sale adjustment.

The respondent maintains that the
Department thoroughly examined this
issue at verification and found no
evidence that HPA charges different
prices for the same product based on
physical characteristics or market
conditions. The respondent contends
that the petitioners’ statements on this
issue are unsupported speculation and

PP
should be disregarded.
DOC Position

We agree with the respondent. At
verification we examined invoices .
which contained different prices for the
same product specification to the same
customer. We found that, in fact, HPA
will charge two different prices for
identical product from the same stock
number to the same customer on the
same invoice. In iooking at how the
continuous negotiation process between
HPA and its customers works (which is
described in the ESP verification
report}, export documentation from
Korea, and import documentation into
the United States, we find no rezson to
suspect that HPA is mislabelling a
product’s physical characteristics in the
invoice. Therefore, we have accepted
HPA's reported prices and used them in
our analysis.

Comment 6—U.S. Inventory Corrying
Costs

HSP sells the OCTG to Hyundai
Corporation (HC), a related party (also
in Korea), which in turns sells the
“CTG to Hyundzi Fipe of America

fPA), HSP's U.S. subsidiary.

Th;;;ceglt:to:ers maintain that when
H3P d U.S. invent carryin
costs, it should have used ﬂ;.:y won- &
denominated interest rate applicable
while the merchandise was in Korea
and then used HC's interest rate before
the merchandise eatered HPA's
inventory.

. The respondent contends that the
Federal Circuit’s decision in LMJ-
LaMetalli Industriale v. United States,
812 F.2d 455 (‘_1990), requires that HSP

use its subsidiary's, HPA's, U.S. interest
rate.

DOC Position

We agree with the petitioners.
Respondent’s use of the U.S. interest
rate to calculate its inventory carrying
costs is not in accordance with
Department practice (see Final
Determination of Sales at Less Than Fair
Value: Certain Carbon Steel Butt-Weld
Pipe Fittings from Thailand (60 FR
10552, February 27, 1995}, and the
September 24, 1994, memorandum in
that case from Susan Kuhbach, Director,
Office of Countervailing Duty
Investigations to Barbara R. Stafford,
Deputy Assistant Secretary for
Investigations). The Department’s
current practice is to use the interest
rate denominated in the currency of the
transaction. .

A company selling in a given
currency (such as sales denominated in
dollars} is effectively lending to its
purchasers in the currency in which its
receivables are denominated (in this
instance in won and dollars) for the
period from shipment of its goods until
the date it receives payment from its
purchaser. Thus, when sales are made,
and future payments are expected, in a
given currency, the measure of the
company’s extension of credit should be
based on an interest rate tied to the
currency in which its receivables are
denominated. This recognizes both the
time value of money and the effect of
currency fluctuations on repatriating
revenue, Such an approach comports
with the Federal Circuit's decision in
LMI-La Metalli, wherein the court noted
that “{ilf the cost of credit is imputed in
the first instance to conform with
commercial reality, it must be imputed
on the basis of usual and reasonable
commercial behavior.” 912 F.2d at 461.

In this instance, HSP sold the
merchandise in Korea to the Korean
company HC in a won-denominated
transaction. In turn, HC sold the
merchandisk to HPA, the U.S. affiliate,
in a dollar-denominated transaction.
Finally, HPA sold the merchandise to
the first unrelated U.S. customer ina
dollar-denominated trapsaction.
Accordingly, we have used (1) the
Korean interest rate during the period
from production to HSP's sale of the
merchandise; and (2) HPA's U.S.
interest rate during the period it was
held by HPA. For the period of time
between HC'’s purchase of the
merchandise and its sale of the
merchandise to HPA, we have used an
actual expense and not the imputed
expense {see Comment 8 for a further
discussion).

Comment 7—HFA's Bank Charges

The respondent maintains that the
three types of bank which it
included in its U.S. indirect selling
expense calculation are not direct
expenses because they cover shipments
which include both OCTG and non-
subject merchandjse. Therefore, the
respondent contends that the bank
charges are not directly associated with
individual products.

The petitioners maintain that the bank
charges at issue are direct expenses for
both QCTG and non-subject
merchandise and can be attributed to
specific shipments. Moreover, even
though in some cases the charge must be
allocated between OCTG and non-
subject merchandise within a particular.
shipment, the charge is still a direct
expense because it is a charge HPA
inrlzaus regardless of what product is
sold.

DOC Position

We agree in part with the petitioners.
The respondent incurs the following
three types of bank charges on U.S. sales
of OCTG: (1) Charges for opening a letter
of credit (e.g., L/C open commission);
(2) charges for an analysis of its bank
account {e.g., account analysis charge):
and (3) charges from the bank for
checking the sales documents for HPA
(e.g., a negotiation commission). Based
on our verification findings, it is clear
that the account analysis charges are
indirect selling expenses because they
are not associated with the direct sale of
OCTG. As for the L/C open commission,
it is a telex charge for opening a letter
of credit for each sale. Therefore, itisa
direct selling expense. Regarding the
negotiation commissions, these are
expenses associated with the transfer of
sales documentation from HC to HPA
and are directly related to the sale of the
subject merchandise, as well as nop-
subject merchandise, because these
commissions are the fees that HPA's
bank charges HPA for reviewing the
sales documentation hetween HC and
HPA. Moreover, HPA's bank determines
the amount of the charge based on a
percentage of the value of the
merchandise. Therefore, we have
included the account analysis charges as
part of HPA's U.S. indirect selling
expense calculation. However, we have
removed the negotiation commissions
and letter of credit fees from the indirect
selling expense calculation and treated
these as direct selling expenses. We
allocated these direct expenses between
the OCTG and the non-subject
merchandise based on a percentage of
the sales values between HC and HPA-
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Comment 8—:HC”s Interest Charges

HSP reported that it “*sells” the OCTG
to HC, which in turn “'sells™ the OCTG
to HPA, HSP's U.S. subsidiary. The
respondent maintains that HC pays a
certain percentage of the transfer;:;me
in interest charpes to compensate the
Korean bank for the time value of the
money resulting from the time lag
between the Korean bank’s payment to
HC and the payment to the Korean bank_
from the U.S. bapk. HSP maintains that
these interest charges to finance the
internal movement within Hyundai of
OCTG while in physical transit from
Korea to the United States, Therefore,
the respandent contends that, because
!-IPAmahesHEC{iPsa.lesoutofnsU.S.
inventary, HC's interest cannot
beassomntedwﬂhgoodsmwhmhm
subject to & later sale,

The respondent contends that this _
anmm&ag};lculaedbymu
uplicated 'A’s inventory carrying
cost calculation and H5P's Canadian
credit expense calculation because it
compensates the Korean bank far the
short delay in HC's receipt of payment
under the letter of credit posted by HPA.
The respondent aiso contends that this
type of charge is included in HPA’s
_indirect selling expenses and therefore
must be removed from them. Otherwise,
the respandent maintains that the" -
Dapammisduublecmmﬁ.ngthis

Thepehhmsm mund tain that the
interest and inventory
cnstsmustbehﬂyand cgrymg
reported and deducted from 11.5. pnca
DOC Position .

‘We agree in part with the respondent.
Based on verification of HPA’s ESP seles
process, we have determined that HC's
interest charges cannot be specifically .-
traced to the U.S. sale of OCTG to the
first unrelated customer. Therefore, this
charge is clsarly associated with the
internal movement of the subj ,
merchandise from Korea to the United
States and not associated with a specific
sale. Accordingly, we have treated this

as an indirect selling
in the fine] determination. ©.

Regulimgthemspnndmtsclmmthat
an imputed amount capturing the-delay
in payment must be deducted fram
inventory carrying expense and/or
cradit expense, HPA's bank will not pay
HC’s bank until HPA providesthe *
shipment-documents received after
receipt of the OCTG from HC. Therefore,
we find that the ixrterest charge is
associeted with the delay in payment
between HC’s bank and HPA's back and
that this is a result of the time delay

and when HPA receives the OCTG. We

find that the interest charge represents

part of the inventory carrying expense

calculation and does not represent an

iti . Since the deduction
of both this interest charge and the time
during which the OCTG is in HC's
inventory would represent double
‘counting, we have removed the
inventory days during which the OCTG
is in HC's inventory from the inventory

carrying expense calculation.

Regarding the respondent’s claim that
HC’s interest charge amount must be
deducted from HPA's indirect selling
expenses, we disagree because HC’s
expenses are not captured in HPA’s
indirect selling expenses calculation.

inally, regarding the respondent’s
. claim that the interest charge (which is
also incurred om Canadian sales of
OCTG), is duplicated by HS5P's
Canadian credit
HPA’s bank will not pay HC's bank until
the Canadian customer pays HPA and
this transaction occurs after the
customer receives the shi
documents. However, HC's bank will -
still pay HC based on the letter of credit
opened by HPA, and HC's bank will
charge HC an interest charge for the -
advance receipt of the value of the
OCTG. Therefore, we find that the
_ interest charge is an actual credit
expense which is associated with ‘
receiving payment for the OCTG before
the Canadian customer pays HPA for the
OCTG. Although this interest charge
does :l::tpmm cover the entire c:edlt:l period
{eg. t from Korea until HPA's
receipt of payment from the Canadian
custamer), we have accounted for the
-additional eredit penod by imputing &
which is based on the
use of HPA's interest rate and the
difference between HPA's and HC's
sales prices of OCTG to the U.S. market.

- Comment $—Facking Expense

mpe?;:megmmdthmHSPhas
improperly applied its conversion factor
petmunma.llegetthI i
since
allocated packing costs over the total
tonnage of OCTG sold rather than
produced, it was unnecessary to use a
expenses. actual packing costs
already been allocated on a theoretical
weight basis,

The respondent maintains that
verification demonstrated that HSP
allocated packing costs over the total
actual volume of small pipe sales, and
then applied a conversion factor to
restatethzwstsunanommalwe;ght
between when HC releases the OCTG bas:.s.

DOC Position

We agree with the respondent. We
find that HSP did not use its conversion
factor twice to determine its packing
expenses. Verification demonstrated
that HSP applied a conversion factar to
the actual tonnage of OCTG produced to
determine its packing costs. HSP used
the guantity figures from its inventory
ledger, (which record the actual
tonnage}, and not its sales ledger, as the
basis for its packing expense allocation
methodology. Therefore, we have
accepted HSP's packing expense
methodology.

. Comment 10—Settlement Adjustment

on Defective Coil Purchase

The petitioners argue that some of the
coils on ‘which HSP received settlement
far defective material were consumed
before the POL Accordingly, the
petitioners maintain that only the
settiement revenue received by HSP and
associated with coil consumed in the
POI should be used to offset materials.

The respondent argues that it received
all the settlement payment, which was
to compensate HSP for defective
material, during the POI, and that it
should be offset against HSP's POI coil
cost.

DOC Position

We agree with the petitioners. We
found at verification that some of the
defective material was used in
production in: 1993. The actual material
cost for the POl equais the total net
amount paid. This amount equals the
amount paid on the material used
during the POY, less the proportional
amount of the settiement. in January
1994, HSP knew the amount it would
receive and it knew the i
materials associated with the settlement.
Tkerefore, we have adjusted the
settlement amount for defective material
to account for the production that :
occurred prior to the POL, and have
considered only that portion of the
settiement pertinent to uction
during the POL prod

Comment 11-—Adjustment of G&A
Calculation

The petitioners argue that the gains
and losses on investment securities and
other investment related expense and

- income items should be excluded from

theé calculation of general and
administrative (G&A) expenses. They
contend that all nop-operating items
must be excluded from the SG&A
calculation.

The respandent states the inclusion of
investment related items is consistent

with its fivpancial statements.
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DOC Position Comment 13—Double Use of suspension of liquidation will be
We agree with the peﬁﬁoném The Conversion Factor refunded or cancelled. However, if the
Department's practics has | ot to The petitioners argue that HSP has ITC determines that material injury or

include investment-related gains, losses
and expenses in the calculation of G&A
for purposes of COP or CV calculations.
The Department's purpose in COP and
CV situations is to determine the cost to
produce the subject merchandise. The
cost to produce the subject merchandise
does not include unrelated production
or investment activities. The

ent accounts for investment
activities which relate to financing a
company's working capital as part of the
financial expense. The financial
expense is calculated on a consolidated
company-wide basis. Therefore, we
have recalculated G&A expenses by
excluding HSP's company-wide
investment related items.

Comumnent 12—Allocation Based on
Standard Vs. Actual Hours for
Overhead

The petitioners argue that the
respondent, by using standard hours
rather than actual hours for the
allocation of overhead, has -
miscalculated the allocation of actual
costs between subject and non-subject
merchandise. The petitioners further
argue that if the overhead costs cannot
be recalculated on the basis.of actual
hours, then the submitted cost data
should be rejected. .

The respondent argues that in Final
Determination of Sales at Less Than Fair
Value: Circular Welded Non-Alloy Steel
Pipe From the Republic of Korea (57 FR
42942, September 17, 1992) (Circular
Pipe}, the Department did not question
the use of standard hours as the basis for
the allocation of fabrication costs, only
depreciation and G&A expenses. The
respondent states that, in the instant
case, the standard hours approximate
the actual hours which were provided at
verification. In any event, the
respondent provided actual hours.

DOC Position

We agree with the petitioners. The
Department’s strong preference is to use
actual costs for purposes of calculating
COM whenever possible. See Final
Determination of Sales at Less Than Fair
Value: Fresh Chilled Atlantic Salmon
from Norway (58 FR 37915, July 14,
1993). After a thorough review of
Circular Pipe, it is clear that neither
party raised the issue regarding the use
of standard hours. Since HSP reported
actual hours and we verified these
hours, we applied the actual hours to
the actual variable and fixed overhead
costs to calculate the COM.

applied the conversion factor which -
converts the costs of production from an
actual to nominal basis, twice: First to
material costs and then to total COP and
CV. The petitioners maintain that this
action causes costs to be understated.

The respondent states that it applied
the conversion factor only once at the
end of the total cost calculation.

DOC Position

We agree with the respondent that the
conversion factor was applied only
once. An examination of the cost
verification exhibits show that the
conversion factor was applied once to
the actual material costs to derive the
nominal material costs which were then
converted to nominal terms. Thus, we
agree with the respondent that no
adjustment has to be made.

Continuation of Suspension of
Liquidation .

In accordance with section 733(d){1)
of the Act (19 USC 1673b{d)(1)), we
directed the Customs Service to suspend
liquidation of all entries of OCTG from
Korea, as defined in the *Scope of
Investigation” section of this notice, that
are entered, or withdrawn from
warehouse, for conswnption on or after
February 2, 1995.

The Customs Service shall require a
cash deposit or posting of a bond equal
to the estimated dumping margin, as
shown below for entries of OCTG from
Korea that are entered, or withdrawn
from warehouse, for consumption from
the date of publication of this notice in
the Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Margin
Producer/manutacturer/exporter percent-
age
Hyundai Steel Pipe Company, Ltd 00.00
Union Steel Manufacturing Com-
pany 1217
All Others 12.17

International Trade Commission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determipation. The [TC will make its
determination whether these imports
materially injure, or threaten injury to.
a U.S. industry within 45 days of the
publication of this notice. If the ITC
determines that material injury or threat
of material injury does.not exist, the
proceeding will be terminated and all
securities posted as a result of the

threat of material injury does exist, the
Department will issue an antidumping
duty order.

Notification to Interested Porties

This notice serves as the only
reminder to parties subject to
administrative protective order (APO) in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 13 CFR
353.34(d). Failure to complyisa
violation of the APO.

This determination is published
pursuant to section 735(d) of the Act (19
11.5.C. 1673d(d)) and 19 CFR 353.20.

Dated: June 19, 1995.
Susan G. Esserman,

Assistant Secretary for Import
Administration.

[FR Doc. 95-15620 Filed 6~27-95; 8:45 am|
BILLING CODE 3510-05-P

[A~201-817)

Final Determination of Sales at Less
Than Fair Value: Oil Country Tubular
Goods from Mexico

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

EFFECTIVE DATE: June 28, 1995.

FOR FURTHER INFORMATION CONTACT: John
Beck or Jennifer Stagner, Office of
Antidumping Investigations, Import

. Adminijstration, International Trade

Administration. U.S. Department of
Commerce. 14th Street and Constitution
Avenue, NW, Washington, DC 20230;
telephone (202) 482-3464 or (202) 482~
1673, respectively.

Final Determination:

Department of Commerce {the
Department) determines that oil country
tubular goods (OCTG) from Mexico are
being, or are likely to be, sold in the
United States at less than fair value, as
provided in section 735 of the Tariff Act
of 1930, as amended (the Act). The
estimated margins are shown in the
“*Suspension of Liquidation™ section of
this notice.

Case History

Since the preliminary determination
on January 26, 1995, (60 FR 6510,
February 2. 1995), the following events
have occurred.

In March and April 1995, the
Department verified the cost and sales
questionnaire responses of Tubos de
-Acero de Mexico, 5.A. (TAMSA).
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Verification reports were issued in April  Although the HTSUS subheadings are

and May, 1995. On May 9 and 16, 1995,
the interested parties submitted case
and rebuttal briefs, respectively.
TAMSA submitted revised sales and
cost tapes that corrected clerical errors
discovered at verification on May 18
and 23, 1995. A public hearing was held
on May 19, 1995. .

Scope of Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including oil well
casing, tubing, and drill pipe, of iron
{other than cast iron) or steel (both
carbon and alloy), whether seamless or
welded, whether or not conforming to
American Petroleum Institute {API} or
non-AFI specifications, whether
finished or unfinished {including green
tubes and limited service QCTG :
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or more of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20.10.10, 7304.20.10.20,

7304.20.10.30, 7304.20.10.40,

7304.20.10.50, 7304.20.10.60,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304,20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.60, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,
7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10, and
7306.20.80.50.

After the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20,10.00, 7304,20.20.00,
7304.20.30.00, 7304.20.4C.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid
HTSUS itern numbers. Accordingly,
these numbers have been deleted from
the scope definition.

provided for convenience and customs
purposes, our written description of the
scope of this investigation is dispositive.
Period of Investigation

The period of investigaticn (POI) is
January 1, 1994, through June 30, 1994.

Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the Statute and to the
Department’s regulations are in
reference to the provisions as they
existed on December 31, 1994.

Such or Similar Comparisons

We have determined for purposes of
the final determination that OCTG
covered by this investigation comprises
a single category of “such n:nrs1'.|:|:|.i.I};:?’-:;e
merchandise within the meaning of
section 771(16) of the Act. Where there
were no sales of identical merchandise
in the third country ! to compare to U.S.
saies. we made similar merchandise
comparisons on the basis of the
characteristics listed in Appendix V of
the Department’s antidumping
questionnaire. We made adjustments,
where appropriate, for differences in the
physical characteristics of the
merchandise, in accordance with
section 773(a)(4)(C) of the Act.

Fair Value Comparisons

To determine whether TAMSA'’s sales
of OCTG from Mexico to the United
States were made at less than fair value,
we compared the U.S. price (USP} to the
foreign market value (FMV], as specified
in the “United States Price” and
“Foreign Market Value™ sections of this
notice.

United States Price

We calculated USP according to the
methodology described in our
preliminary determination, with the
following exceptions:

1. We applied the net financial expense
of the corsolidated parent to the
further manufacturing costs of the
related U.S. company, Texas Pipe
Threaders (TPT).

2. We made deductions from gross unit
price for movement variances that
represent the difference between the
accrual and actual movement costs.

3. We recalculated inventory carrying
cost for the inveritory time in the
United States using a U.S. interest
rate, in accordance with the
Department’s practice to use the
interest rate applicable to the

t The home market in this case is not viable. Sales
to Saudi Arabia are being used as the basis for
foreign market value and cost of production
analysis.

currency of the transaction (see Final
Determinatior of Sales at Less Than
Fair Value: Certain Carbon Steel Butt-
Weid Pipe Fittings from Thailand (60
FR 10552, February 27, 1995)).

Foreign Market Value

As stated in the preliminary
determination, under 19 CFR 353.48, we
found that the home market was not
viable for sales of OCTG and based FMV
on sales to Szudi Arabia. During the
course of this investigation the
petitioner questioned the legitimacy of
certain transactions made by TAMSA to
the Saudi Arabian market. The
Department closely examined these
transactions at verification and found no
reason to alter its decision to use Saudi
Arabia as the appropriate market for
determining FMV {see Comment 1 in
the “Interested Party Comments™
section of this notice).

Cost of Production Analysis
Based on inforrnation contained in the

petitioner’s allegation that TAMSA is

selling OCTG in Saudi Arabia at prices
below its cost of production {COP), the

Department initiated a COP

investigation for the Saudi Arabian sales

of TAMSA, under 19 CFR 353.51. This

COP investigation was initiated on

December 22, 1894, Becauses TAMSA

submitted its cost information on

February 1, 1995, which was after the

preliminary determination, the

Department was unable to use this

information g:r purposes of the

relimi etermination.

ln%c determine whether the
third-country prices were below the
COP, we calculated the COP based on
the sum of TAMSA's reported cost of
materials, fabrication, and genezal
expenses. in accordance with 19 CFR
353.51{c). After computing COP, we
compared product-specific COP to
reported third-country prices, net of
movement charges and direct and
indirect selling expenses. We accepted
TAMSA'’s COP data, with the following
exceptions:

1. We revised TAMSA's financing

rate to reflect the first two
quarters of 1994 consolidated results

(see Interested Party Comment 6).

2. We revised costs for TAMSA's
allocation methodology for fixed costs
and variances based on standard cost
(see Interested Party Comment 7).

3. We revised TAMSA's general and
administrative (G&A) expenses to
reflect 1994 unconsolidated results
(see Interested Party Comment 8).

Results of COP Analysis

Under our standard practice, when we
find that less than 10 percent of a
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company’s sales are at prices below the
COP, we do not disregard any below-
cost sales because that company's
below-cost sales were not made in
substantial quantities. When we find
between 10 and 90 percent of the
company’s sales are at prices below the
COP, and the below-cost sales are made
over an extended period of time, we
disregard only the below-cost sales.
Wher we find that more than 90 percent
of the company’s sales are at prices
below the COP, and the sales were made
over an extended period of time, we
disregard all sales for that product and
calculate FMV based on constructed
value {CV), in accordance with 773(b) of
the Act. .

In accordance with section 773(b}(1)
of the Act, in order to determine
whether below-cost sales were made
over an extended period of time, we
compare the number of months in
which below-cost sales occurred for
each product to the number of months
of the PO} in which that product was
sold. If a product was sold in three or
more months of the POL we do nat
exclude below-cost sales uniess there
were below-cost sales in at Jeast three
months of the POl When we find that
all sales of a product only occurred in
one or two months, the number of
months in which the sales occurred
constitutes the extended period of time;
ie., where sales of a product were made
in only two months, the extended
period of time is two months, where
sales of 2 product were made in only
one month, the extended period of time
is one month {see Preliminary Results
and Partial Termination of Antidumping
Duty Administrative Review: Tapered
Roller Bearings, Four Inches or Less in
Qutside Diameter, and Components
Thereof, From Japan (58 FR 69336,
69338, December 10, 1993)).

Following the above type of analysis,
we determine that sales below cost were
in substantial quantities over an
extended period of time, and that there
were 10 remaining sales above cost.
Accordingly, we compared USP to CV.

Constructed Value

In accordance with section 773(e) of
the Act, we calculated CV based on the
sum of TAMSA's cost of materials,
fabrication, general expenses, and profit.
In accordance with section
773(e){1)(B)(i) and (ii) of the Act, we
included in CV: (1) TAMSA's revised
general expenses because they were
greater than the statutory minimum of
ten percent of the COM, and (2) for
profit, the statutory minimum of eight
percent of the sum of COM and general
expenses because it was greater than the

actual profit, as calculated on a market-
specific basis.

We made the same adjustments to
TAMSA's reported CV data as to
TAMSA's COP data, as described above.

For CV to U.S. price comparisons, we
made deductions from CV, where
appropriate, for the weighted-average
third country direct selling expenses, in

accordance with 19 CFR 353.58. We also

deducted the weighted-average third
country indirect selling expenses. We
limited this adjustment by the amount
of indirect selling expenses incurred on
U.S. sales, in accordance with 18 CFR
353.56(b){2).

Currency Conversion

Because certified exchange rates for
Mexico were unavailable from the
Federal Reserve, we made currency
conversions for expenses denominated
in Mexican pesos based on the official
monthly exchange rates in effect on the
dates of the U.S, sales as published by
the International Monetary Fund, in
accordance with 19 CFR 353.60(a).

Verification

As provided in section 776(b) of the
Act, we verified the information used in
making our final determination.
Interested Party Comments

Comment 1: Date of Sale Methodology

and Home Market Viability.

The petitioper argues that the date of
shipment, rather than the date of
purchase order, is the appropriate date
of sale for all home market transactions.
It notes that the ent verified .

that TAMSA had home market sales that -
were shipped prior to TAMSA receiving

an order, and that this was not revealed
prior to verification. The petitioner
contends that in Final Determination of
Sales at Less Than Fair Value: Certain
Forged Stainless Steel Flanges from

India (58 FR 68853, December 29, 1993),

the Department found significant
discrepancies between a company’s
response and the randomly selected
docuwments and, thus, determined that
the response had not been verified. It
also notes that in the Final Results of
Administrative Review of Roller Chain,
Other Than Bicycle, from Japan (Roller

Chair from Japan) (54 FR 3099, January

23, 1989), the Department used the

shipment date as the date cf sale since

orders were tzken by phone and

generally shipped before issuance of the
sales

documentation.

The petitioner further argues that the
home market becomes viable when the
date of shipment serves as the date of
sale. Because TAMSA did not report

home market sales, the Depattment
should therefore reject TAMSA’s third

country sales and use the best
information available {BIA) in its final
determination. Because the Department
has previously recognized that the
misreporting of the date of sale warrants
the use of BIA, the petitioner asserts that
the Department should use the highest
margin provided in the petition, 45.22
percent, as BIA {see Final Determination
of Certain Corrosion-Resistant Carbon
Steel Flat Products and Certain Cut-to-
Length Carbon Steel Plate from Mexico
{58 FR 37192, July 9, 1983) and Final
Determinations of Sales at Less Than
Fair- Value: Calcium Aluminate Cement,
Cement Clinker and Flux from France
(59 FR 14136, March 25, 1994}).
TAMSA contends that the Department
verified the actual volume and valye of
TAMSA’s home market and third
country sales and the basis for the non-
viability determination. It argues that
the reported date of sale methodology
was appropriate because the purchase
order date is the date when all
substantive terms of sale are finalized.

. TAMSA argues that there were a few
pre-order shipments in the PO, and
those were the result of an
*“aberrational” request by the custamer
for shipment before the customer issued
the written order. It asserts that the
Department verified that shipment
before receipt of an order is against
company policy and is unusual.
TAMSA argues that, in the rare instance
where shipment occurred prior to the
ordez, it properly reported the date of
shipment as the date of sale pursuant to
the Department’s insttuctions and
precedent that the date of sale cannaot be
later than the date of shipment.

DOC Position

We agree with TAMSA. The -
Department generally defines the date of
sale as the date when all substantive
terms of the sale, particularly price and
quantity terms, are agreed to by
interested parties (see Final
Determination of Sales at Less Than Fair
Value: Certain Forged Steel Crankshafts
from the Unijted Kingdom (52 FR 18992,
July 28, 1987)). At verification, we
thoroughly examined TAMSA's home
market sales process, including
numerous sales documents, and found
that the price and quantity terms did not
change between the date of the purchase
order and the date of shipment.

Furthermore, Roller Chain from Japan
is not applicable to this investigation
because, in that investigation, the
Department revised the date of sale
because most sales were taken over the
phone and shipped prior to the issuance
of a purchase order. We verified that, in
its home market, TAMSA normally
ships merchandise after receipt of a
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puwrchase order and found that, only
rarely, were sales slnpped prior to
receipt of the purchase order

Thus.basedmourﬁndmgsat
verification, we determine that the date
. of purchase order is the appropriate date

of sale, except when date of shipment -
occurred prior to the purchase order, -
which occurred rarely. In those .
instances, date of shipment was the
appropriate date of sale. TAMSA,
therefore, properly reported its POl
sales.

Comment 2: Cancellations.

The petitioner asserts that, in the
instances where orders were
received prior to the shipment date, a -
substantial number of those purchase
orders it Mexico were cancelled. The
petitioner contends that TAMSA erred.
in its reconcilistion of its reported sales
to its financiai statements st verification
because the jpments cancelled .
orders not have been recorded as
~ shipments in the financial statements,

thus, arguing that TAMSA must have
znld an?he sl:ml.’oppedI th:smerchmdmethe
uring to issuing
unexpiunedcannal}anpnm oDs. _

In 64K Dynamic Random Access =
Memory Components from Japan: Final
Determination of Sales at Less Than Fair
19943 el 2, 508 e Doprment
15943, 29, 1986),
determimed that no binding agreem
hadbeenenmdmtoasofthepim:hase
order date (becanse there were
significant cancellations) and found that
the appropriate date of sale was the .
shipment date since this was the earliest
point in the transaction at which any
sort of binding commitment could be
inferred. The petitioner thus that
the purchase arder does not constitute
abmdmgmmitmenthetweenthe
parties; and, consequently, the . .
Deparnnentshmﬂdﬁndthnﬂn :
shipment dete represents the date of
sale as it did in DRAMs from Japan.

Moreover, the petitioner contends that
if the Department accepts the arder date
as the basis for boms
market ssles and if the
disallow's post credit memos
and order cancellations, the home
market was viabie during the POL It
notes that disallowing post-petition
thtﬁemwmhcy
consistent wi Department’s poli
of not allowing rebates which are
instituted retroactively after the filing of
apeunun(seeAnudumpmgManml y

Determination of Sajes
atLessThanFmValueand :
Postponement of Final Determination:
Anudumpmgnutylnvest:gatmnof
Color Paper from
Japan {59 ¥R 16177, April 6, 1994)).

TAMSA argues that the invoice
cancellations did not afiect the terms of
the purchase order and had no
contractual significance. TAMSA states
that the amounts in question represent
credit m;:gs, ‘corrections to the
booking and invoicing processes, or
cancelled invoices, not cancellations in
thetho:ders and thrm had no effect -
on the

Tm that DRAMSs from
Japan does not support the petmoner s
date of sale a:g&:asn;t. In that

investigation, artrment
determined that neit.‘tl:er party to the
purchase order intended it to be a
binding agreément or treated it as such.
TAMSA argues that this situation does
not apply to its home market sales
process because the customer’s order
constitutes the binding sales agreement
between the parties, and the Department
found there were no in the sales
terms from the order date to the invoice
date. Thus, its date of sale methodology
is correct.

DOC Position

We agree with TAMSA. At
verification, we found that these-
“:znnellahms" were, for the most part,
changes to invoices (e.g., correcting for
a wrong shipmen! date) or were credit
memoranda; they were not similar to
post-peﬁt:un rebates as the petitioner

DRAMfmmIapanxsmapposne
because, in that case, the respandent
argued that it did'not normally
acknowledge orders, but
instead stated that its normal acceptance

found, in thet case, in

-Department
addition to cancellations by both
parties, that there were frequent price

At verification, we thoroughly
examined TAMSA's sales process and
I:und.mg:m'.he the S:dthe

agreement; the terms did not
change between the order date and the
shipment date. Thus, we determine that
gmoﬁumwhmuudasthebms
of was appropriate.

Comment 3: P Exclusion of a
Cethl;I;nSmdlnrabaanTrtﬁa:tsachm. e

petitioner argues a certain
Saudi Arabian transaction should be
excluded because the date of sale was
misreported and incarrectly included in
thePOl.Bemusetheessenna]termstg
sale, specifically the payment terms, for
th:stransacuonwmg:otﬁxedonthe
reported date of sale, the ent
should determine that the date of sale is
outside the POL The petitioner notes
that it is the Department’s policy to
determine the date of sale to be the date

on which all substantive or material
terms of sale are agreed upon by the
parties (see Antidumping Manual). In
Roller Chain from Japan, the
Department found that the shipping
docurnents were the first written
evidence of the merchandise, price,
quantity, and payment terms and,
therefore, determned that the shipment
date was the appropriate date of sale.
The petitionet also contends that its

claim is supported by Mexican
Commercial Law and notes that the
Department has ized that this
type of foreign contract law analysis is
reievant in determining when a sale
occurs for the purposes of the
antidumping laws (see DRAMs from

Japan).

¥n AMSA argues that the verification
report acknowledged that the purchase
order by the Saudi customer is the

cu].mmahon of the negotiating
process,” establi the essential
terms of sale, which did not change
between order and shipment. It argues
that communicetions between the
parties between the quote and the order
normally are not referenced in the order,
and that it is “not unusual for
mgh;ﬁ.gﬁm during this periced to take

PInaddiﬁon.TAMSAcnntendsthaIthe
Department verified that the customer’s
order constitutes the contract between
the parties and that before the order is
issued (including the time between bid
and order), the parties may conduct
negotiations. Since the purchase order is
the earliest date of t between
the parties on the terms of sale, the
purchase order date is the proper date
of sale.

TAMSA states that the nt
normaily finds that the purchase order
constitutes the date of sale, focusing on
the intent of the parties to be bound by
the order {see Final Determination of
Sales at Less Than Fair Value: Certain
Small Business Telephone Systems and
Subassemblies Thereof from Taiwan (54
FR 42543, October 17, 1989)). TAMSA
notes that, in Notice of Final
Determination of Sales at Less Than Fair
Value: Di le Pocket Lighters from
the People’s Republic of China {60 FR
22359, May 5, 1995), the ent
considered the date of sale to be the date
on which all substantive terms of sale
(normally price and quantity) are agreed
to by the parties, and that, in Roller
Chain from Japan, the Department found
that payment terms are not an essential
term of sale.

In DRAM:s from japan, TAMSA
maintains that the Department based its
date of sale determination on the intent
of the parties. TAMSA argues that the
opinion by the Mexican lawyer on
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Mexican law provided by the petitioner
omitted the fact, which the Department.
verified, that between the guotation and
the order there were additicnal
negotiations on the key sales terms in
the order, and that the action of the
parties illustrate an intent by the parties
1o contract on the order date.

DOC Position

. We agree with TAMSA. The issue

regarding the price and quantity
differences between the quotation and
purchase order was argued extensively
by the parties and was examined
thoroughly by the Department at
verification. At verification, the
Department found no wriiten evidence
of changes in the sales terms after the
purchase order.

The Department normally considers
the essential terms of sale to be price
and quantity. We believe that, in this
case, the term of payment is not an
essential term of sale because the terms
of payment are similar for all of
TAMSA's sales to Saudi Arabia.
Furthermore. at verification, the
Department examined all relevant sales
documentation of the transaction,
including the quotation, purchase order,
invoices, and letters of credit. We did
not find any discrepancies with the
documentation. Thus, we are not
excluding this transaction from cur
analysis.

Comment 4: Whether a Certain Saudi

- Arabian Transaction Was Made Outside
the Ordinary Course of Trade.

The petitioner argues that a certain
Saudi Arabian transaction should be
exciuded because it was made cutside
the ordinary course of trade (i.e, was
not made under normal conditions and
practices). It cites to Final
Determination of Sales at Less Than Fair
Value: Sulfur Dves, including Sulfur Vat
Dyes, from the United Kingdom (Sulfur
Dyes from the U.X.) (58 FR 3253,
January 8, 1993} to support its

ument.

TAMSA argues that this Saudi
Arabian transaction was consistent with
its terms and processes for all of its
other Saudi Arabian transactions; thus.
it was made in the ordinary course of
‘rade. At verification, the Department
¢xamined documentation for the
r-ported Saudi sales and confirmed that
they were made with a large, unrelated
customer. TAMSA further asserts that
th 2 Department verified sales prior and
sunsequent to the POI, and found that
the transaction in question was
corsistent with the terms and process
for uther Saudi Arabian sales.

TAMSA argues that this Saudi
Aral:ian transaction was consistent with
its practice for other Saudi Arabian

transactions. TAMSA argues that the
actions of the parties illustrate that the
purchase order finalizes the sales terms
and concludes the sale; specifically,
once it receives an order, it secures a
letter of credit guaranteeing payment
and begins production based on the
terms in the order. Although after the
order there are no further contractual
communications between the parties
until shipment and inveicing, the
customer plans and arranges for
delivery and payment, and there are no
changes to the terms of sale between
order and shjpment, which TAMSA
argues was verified by the Department
as the common practice for all Saudi
sales,

In Sulfur Dyes, TAMSA maintains
that the Department found a sale to be
outside the ordinary course of trade
because it was larger than other sales
and was made at a Jower price pursuant
to a special agreement. Because the
transaction in question was similar to
other Saudi Arabian transactions,
TAMSA argues that Sulfur Dyes is not
applicable to this investigation.

DOC Position

We agree with TAMSA. Under 19 CFR
353.46(b). in determining whether a sale
was made in the ordinary course of
trade, the Department considers the
“conditions and practices” which have
been normal in the trade of the subject
merchandise. At verification, we found
no abnormalitjes in the sales terms as
compared to other Saudi Arabian sales.
We also verified that the procedures
followed in this transaction were
consistent with the procedures in other
Saudi Arabian transactions. Regarding
the delivery time, we do not believe that
differences in average time between
order and shipment is evidence that the
sales were outside the ordinary course
of trade, The shipments were made
within the period stipulated in the
purchase order.

Furthermore, Sulfur Dyes from the
U.K. does not apply to this investigation
because the sales terms of the
transaction in question are not
significantly different than the sales
terms of TAMSA’s other Saudi Arabian
transactions. For these reasons, we are
not excluding this sale from our
analysis. .
Comment 5: Possible Extension of the
POL :

The petitioner argues that the
Department's decision not to extend the
POI to capture TAMSA's sales in the
home market contradicts the
antidumping statute and regulations.
The statutory and regulatory provisions
establish a preference for the home
market as the basis for FMV, and

permits the Department to use third
country sales data or constructed value
only if it has determined that home
market sales are small with respect to
third country sales.

The petitioner notes that the
Department’s regulations state that it
can extend the POI *“for any additional
or alternative period” that it determines
is appropriate. The Department has
extended the POl in prior proceedings
where the six-month period “‘did not
adequately reflect the sales practices of
the firms subject to the investigation™
(see Preliminary Determination of Sales
at Not Less Than Fair Value:
Thermostaticatly Controlled Appliance
Plugs and Internal Probe Thermostats
Therefor from Hong Kong (Thermostats
from Hong Kong) (53 FR 50064,
December 13, 1988) and Notice of Final
Determination of Sales at Less Than Fair
Value: Defrost Timers from Japan (59 FR
1928, January 13, 1984)). If the
Department expanded the POl an
additional six months, TAMSA’s home
market sales would be viable.

TAMSA argues that the Department’s

" preference for the home market simply -

means that it should look first to home
market prices, and only select
alternatives when the home market is
not viable. TAMSA asserts that the
Department has already determined that
the home market is not viable in its
November 3, 1994, memorandum from
Richard W. Moreland to Barbara R.
Stafford. SKF USA, Inc. v. United States,
762 F. Supp. 344, page 352 (CIT 1991)
acknowledged that “as home market
sales are the statutorily preferred choice
for comparison in FMV calculations, the
ITA cannot use third country sales
without first making a definitive
determination that the homre market is
not viable” (see also U.H.F.C. Co. v.
United States, 916 F.2d 689, page 695
(Fed. Cir. 1990)).

TAMSA further asserts that the cases
cited by the petitioner concern long-
term contracts and U.S. and third
country sales and do not involve the
extension of the POI solely to change
home market viability, thus, arguing
that those cases do not apply to this
investigation.

DOC Position )

We agree with TAMSA. According to
19 CFR 353.42(bj, the POI will normally
include the month in which the petition
is filed and the five months prior to the
filing of the petition, but the Department
has the discretion to examine any other
period which it concludes is
appropriate.

The Department has previously
expanded the POL In Thermostats from
Hong Kong, the home market sales were
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inadequate and the Department
expanded the POl iz order to base FMV
on third country sales rather than on
constructed value. In Defrost Timers
from Japan, the Department extended
the POI to include a long-term contract.
However, the De; t bas never
extended the POI to change the home
market viability ratio.

This investigation is unlike
Thermostats from Hong Kong and
Defrost Timers from Japan because we
have determined that sales to Saudi
Arabia is the appropriate basis for
calculating and there are no sales
made t to long-term contracts.

According to 19 CFR 353.48(a), if the
quantity of the subject merchandise sold
in the home market is so small in
relation to the quantity seld for
exportation to third countries (rormally
Jess than five percent of the amount sold
to third countries) that it is an
inadequate basis for FMV, the
Department will calculate FMV based
on third country sales or constructed
vaiue. '

We have verified TAMSA’s reported
home market and third country sales
volumes and have determined that the
home market is not vizble during the
POI because the home market sales were
less than five percent of sales to
countries other than the United States.

For these reasons, we are not

ing the period of investigation.
Comment S:af;prupriate I‘?li';lmal

petitioner argues that the 1994
financial statements were critically
important to this investigation and
TAMSA systematically withheld these
statements from the Department. The
petitioner further asserts that the 1994
financial statements were undeniably
available at the time of verification. As
proof of this, the petitioner submitted,
with its case brief, TAMSA's 1994
financial statements filed with the
Mexican securities oversight agency and
the Mexico Stock Exchange prior to the
completion of verification. The
petitioner argues that TAMSA refused to
provide 1994 financial statement
information because it reflected
- considerably higher costs than the
amounts reported in the submission
which were based on 1993 results.

Therefore, the petitioner contends
that the Department must use
uncooperative BIA in this situation. The
petitioner argues that as BLA the COP
and CV interest should be
based on the intevest costs of 85 percent
from TAMSA's 1994 consolidated
financial statements without any
adjustment for the extraordinary costs
associated with the devaluation of the
Mexican currency.

TAMSA asserts that it has fully
cooperated with the Department's
requests for financial staternents.
TAMSA refutes the Department’s cost
verification report, claiming that
company officials did not state that
1994 financial statements would be
available at 2 particular time. TAMSA
notes that the unaudited, .
unconsolidated trial balance was
presented at the cost verification. At the
further manufacturing verification,
TAMSA presented a press release which
provided ized unaudited 1994
financial results. Thus, TAMSA
contends, it has provided accurate :
responses to the Department’s requests.
TAMSA argues-that the Department
should follow its practice and rely on
the most recently available audited
financial statements, which in this case
would be the 1993 statements, to
calculate financial and general and
administrative (G&A) expenses. TAMSA
notes that in the final determination of
Final Determination of Sales at Less
Than Fair Value: Furfuryl Alcobol from
Thailand (Furfury} Alcohol from
Thailand} (60 FR 22557, May 8, 1995)
the Department used the most recent .
fiscal year for which the respondent had
complete and audited financial
statements. TAMSA further argues that
the dramatic devaluation in the Mexican
currency reflected in the 1994 financial
statemnents occurred well after the
period of investigation and is not

tative of the comparatively
stable period experienced in 1993 and
the first half of 1994. Finaily, TAMSA
believes that it would be arbitrary and
unjustified to use BIA in this situation.
DOC Position o

We agree, in part, with petitioner. In
antidemping investigations, we require
respondents to provide accurate
responses to our requests for
information. In this case, the record
demonstrates that the Department
requested TAMSA's 1994 financial
statements. Although the financial
statements were not available when
TAMSA filed its initial responses to the
Department’s questionnaires, these -
statements did become available during
the course of the investigation. Indeed,
although unaudited, these financial
statements were filed with the Mexican
Securities Exchange, However, TAMSA
failed to provide the 1994 financial data
to the ent when it became
available, even though the Department -
specifically requested the information at
verification. We believe that a failure to
be forthcoming with information during
verification is a serlous problem.

Section 776(c) of the Act states that
the Department will use BIA “whenever

" and

a party or any other person refuses or is
unable to produce information
requested in a timely manner and in the
form required” (see also 19 CFR 353.37).
Accordingly, because TAMSA withheld
information requested by the
Department, the statute requires us to
use BIA for this information.

As BIA, we calculated interest
expense using TAMSA's financial
statements for the first two guarters of
1994. The January—june 1994 financing
expense is substantially bigher than the
1993 amount, in, part due to the fact that
the Mexican peso lost approximately
nine percent of its value during the POL
Our finding is adverse because the full
effect of the change in the value of the
currency that occurred during the POl is
reflected in the cost of financing for the
first two quarters of the fiscal year. Had
it not been necessary to resort to BIA,
our caleulation methodology would
have resnlted in a lower financing
expense.

However, contrary to petitioner’s
request, we have not calenlated
TAMSA's financial based on
the annual statements for 1994 becanse
{1) the sudden and severe devaluation
in December 1994—a drop of over 50
percent in the value of the Mexican

TAMSA’s annual financial
results unrepresentative of the POI and
severely distortive, and (2} the
devaluation occurred well after the POL

Thus, we reject TAMSA's request that
we use 1993 financial data. This
information is not the most current
information available, is not indicative
of the incurred during the POIL,
reward the respondent for
not fully cooperating in the
investigation.

Finally, TAMSA's reliance on
Furfuryl Alcohol from Thailand to
suppart the use of financial expense
from the 1993 audited financial
stitements is misplaced. In that case,
mcpondent:.;e fully cooperated with ‘
respect to the Department’s request for
aveilable information, unlike the
situation in this investigation.

Comment 7: Allocation Methodology
for Nonstandard Costs.

In its normal accounting system,
TAMSA calculates, in total, the amount
of the price variances, efficiency :
variance, total depreciation and other
fixed costs. It does not normally allocate
these costs to individual products. For
financial statement purposes, TAMSA
includes the total nonstandard costs il
the cost of goods sold. For purposes o!
responding to the ent's
questionnaire, TAMSA developed 2
methodology to allocate nonstandaril
costs to its submitted per unit COPs and
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CVs based on machine time for a single

process (the finishing line).
The petitioner aIgEes that TAMSA’s
allocation methodology for variances,
depreciation and other fixed costs
(termed “nonstandard” costs} distarts -
actual production costs because it shifts
overhead expenses to products which -
* undergo more finishing. This allecation
methodology may also shift costs to
products purchased from Siderca
S.A.LC., arelated entity, if TAMSA is
the Siderca-produced -
products. Furthermore, the relative
finishing line time TAMSA used as the
allocation basis for variances and fixed
costs is the least accurate method for
allocating these costs to specific
products. The petitioner asserts that -
finishing costs are only a fraction of the
costs incurred in other production
processes. The differences resulting
from the process will have
little or no relationship to product-
. specific cost differences in the other

As aresult, the
the t should apply BIA. As
BIA., the Department shonid a]locatethe
costs on a per-ton basis over all
production. The petitioner discounts the
usage of stan costs as a basis for
allocation since the major camponent of
standard costs is

TAMSA argues that machine time at
the fnishing line is the most
appropriate basis for allocating
a m&ﬁ‘;&oducnm d ‘
accounting om, an -
therefore costs, are dependent on the
. emt'lll'eAMSA
producunnpm assmsthnt

line is the slowest
andmgusthatthealtemanveuf .
-allocating nonstandard costs on a per-
ton basis ignares all differences in
mach‘lneusageand ysxcalchﬁerendes
between ucts.

i ip
physically different types of products
DOC Position

We agree with the pemmner that
TAMSA'’s allocation methodology for
fixed costs and variances distorts actual
production costs because it shifts
ove:hmdexpemsestopmductswhmh
undergo more finishing. The basic -
premise that machine time can be a
reasonahle and apprupriate allocation
hasis for depreciation costs is well
substantiated in both accounting
(Davidson & Weil, Handbaok of Cost: -
Accounting, Prentiée Hall, 1978) and
Departmental-practice (Final
Determination of Sales at Less Than Fair
Vahue; Steel Wire Rope from Karea (58

peﬁtonerarguesihat B

FR 11029, February 23, 1993)). -

- However, TAMSA d1dnotre1yontotal -

machine time as the hasis for allocation.

Instead, TAMSA based-its allocation on - -

the standard time for only one

production step, the finishing line.

Thus, TAMSA’s—nlloca.ﬁonbasisdidﬁot :

reflect the machine time for other -..
processes performed. TAMSA’s :
methodology allocated more than just
depreciation e based on the
finishing line time. It also allocated . .

- material and energy price variances,

efficiency variance, and other fixed
costs on the basis of standard
line. TAMSA's chosen allocation

the price variances, efficiency variance

and other fixed costs. These costsare =

pot driven by machine time, as they are’”
more closely associated with material -

and transformation costs. For these

reasons, machine time is not the

" appropriate allocation basu'- for cosls

other than depreciation
Thepeﬁnoner’szecommendauon
allocating unshndardcostsmapm'-
ton basis would allocate the same
nonstandard cost to each ton
This type of allocation would not
muanelyreﬂecttheprmesses
1o each product, or the
mt.hemanhmeumemd -
labor hours for each product. Similarly,
1tdo&snotcaptmethespeu.ﬁcuslsof

. ‘thematenalsraqunedto.pmduce

different products. -~ Lt
Thepetluonersarg-nmem gainst

standardcnstastheallocahun

basis for the variances and fixed costs .

" because a large part of the standard

costs is material cost is unfounded. The
variances being allocated include

. material price and material eficiency-

variances. Therefore, the appropriate
cost driver for the material variances -

{matenals)lsmnludedmthestandard. '

Wehmusedtotalstandardcnstas"
the appropriate allocation basis for the =

nonstandard costs. Total standard cost
factors in machine time, labor hours, -
direct and indivect material cost and "

usage, Jabor cost and usage, energy cost _

R and usage, other variable costs,

maintenance, and other services. -
Therefore, mrevmdtheCOPandCV
to include nonstandard costs asa -
t of total standard costs. - -
Comment 8: Calculation of G&A -

lEbﬁnjvi,gﬂsu.l:cmn;tedG‘&:Aeacpensm

E ‘based upon 1993 financial statements.

The petitioner argues that TAMSA

should have used G&A expenses from
1tslsgéﬁnandalstatementsslncethey :

encompass the POL Further, the

petitioner argues that the Department
should base G&A expenses on BIA

- with all Department

becc'mse TAMSA bas systematically =
withheld its 1994 consolidated financial’
stetements from the Department (se€
complete discussion at Comment 6). As.
BIA., the petitioner recommends tbat the
Department rely on the repurted :
amounts in the company’s ccmsohdated :
-+ 1994 financial statemerits which were

. filed with the Mexlcan secnnﬁes

3 oversxght

TAMSA refutes the pem'mner’ S
* argumnents saying it has fully cooperated
requests. TAMSA
asserts that the different format and
_ form of the information filed an the
public record with the U.S. and -

' methodology ignored the cost drivers for Meximn antharities and the time mg

" between publication in the United "
StatesandﬁhngmththeSEChasled
tosnmeconfusmn. -

DOCPa&s:‘bon L T

We agree, mpart.ml.hthepehhoner :
lhatnrsmappropnatetuusethelgas
Comment 6.} We disagree .-

' mththepennnner.however.thatBiAls -

because TAMSA provided'

.-appropriate
.~ us-with the 1994 G&A information that -

.stammenlsofthe

ucingcumpan
‘that most closely relates to the POL, .
wh;ch.mth:smmﬂganm.is
l.lm&rotilghluneao 1994. -
appropriste ;
statement for TAMSA’s GEA' ea]culanun
is TAMSA's uniconsalidated 1994 -
ﬁnanc:alstatementWeusedthelm
mbdG&Ae:q)mﬁﬁomthetmomsnhﬂated :
ucing entity
All other comments concerning G&A
aremoot,as:heyounoamedthe

. calculation ofG&Auangthelssa -

depmanonexpense
basednnove:stateduseﬁﬁhusanﬂtbnt
' TAMSA’s appraised value of assets was
.less than the acquisition cost adjusted -
for inflation. Therefore, the petitioner
argnesthgthesubmueddspremnuon

expense was understated. The petitioner -
contmdsthatTAMSA’sdepreuanon
methodalogy is to U.S. -
practice and distorts the POl actual .
i concl'l_ldsthatthe'-
should increase TAMSA’s
- depreciation expense to reflect the -

. difference between TAMSA’s

useftﬂhfeofallamtsandnspm-pmed
- U.S. useful life. :
TAMSAarguesthantsmthodof .
:eporungde'precmhonexpensesm
consistent with Mexican GAAP. -
TAMSA argues that the petitioner has
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not provided any evidence to support its
assertion that Mexican GAAP distorts -
costs. The ent verified the asset
values and useful lives at the cost
verification and has accepted Mexican
GAAP's treatment of assets in Porcglain- -
on-Steel Cooking Ware from Mexico;
Final Results of Antidumping
Administrative Review (Cocking Ware
from Mexico}{60 FR 2378, January 9,

" 1995).

DOC Position

We agree with TAMSA. The
Deépartment has relied on the
revaluations required by Mexican: GAAP
in other cases, such as Cooking Ware
from Mexico. We made no adjustment
. for the useful life of the assets because
there is no evidence that the lives used
in the iation calculation were
overstated. In fact, asrettl;:tedmthe
cost verification De ent

A the report, parum
nndca]mlahonsandfmmdthemtohe

reasonable. Mexican GAAP requires an -

annualrevahuﬁonofassets.'l‘hemual

the entire effi
: ihl{.urnnceti?ncyactualshutdown
occurs in August, the appropriate
variance is the annual
vmne,notthePOIvanancesused
by TAMSA.
TAMSAnguesthatxtpmperly
the periodic maintenance and
shm-dut::tous!sfmthemPOI.TAM%A
its accrual ap
mmmmthe?ﬂlwaripmmfully
established through a thorough
anslytical process over a series of .
mnnthsandwasapprovedbyp]ant
engineers and management.
DOC Position

We agree with TAMSA. TAMSA
accrues a manthly amount for the
annual shutdown which occurs in
August. The difference between the
accrued shutdown expenses and the
actual expenses was captured in the

efficiency variance. There is no
evidence on the record indicating any -
difference between the accrued and
actnal plant shutdown costs. The-actual
expenses for the annual shutdown could
be either higher or lower than the :
accrued amount. The efficiency variance
includes elements other than the
difference between accrued and actual
shutdown costs. It also reflects all other
variances in efficiency. The petitioner’s.
argument to use the apnual efﬁmency
variance to capture the variance in
shutdown costs would have the effect of
capturing other variances that did not
relate to production in the POL

Comment 11: CV Interest Offset. -

The petitioner asserts that TAMSA
improperly included raw materials and
semi-finished products and non-
customer accounts receivables in the CV
interest offset. The petitioner argues that
the Department should revise the CV
interest offset for the final
determination.

TAMSA did not comment on this
DOC Position

We agree with the petitioner.
TAMSA's calmlananpz?ths CV interest
offset was in error. As part of the
Department’s normal methodoiogy, we
allow only finished goods inventory and
customer accounts receivable as an
offset to CV interest . This offset
avoids double counting interest expense
captured in the i
carrying cost and the imputed credit _
expense. We revised the CV financial
expense ratio to reflect only the finished
goods inventory and the customer :
accounts receivable as an offset.

Comment 12: Rental Payments in
Further Manufacturing Costs. -

The petitioner argues that TAMSA's
related company which performs

o in the United States.by

'I'PT uced its .
net rental moomemmdmﬁom Siderca -
Corp. The petitioner contends that this
is inappropriate and the income should
be removed.

TAMSA disagrees with the
?‘:umer‘sasemonmdclm.ﬁ;ﬂ;t
gross rental pa Tecel
'I'P'I'arenetrentalymemsmmemmof
expenses. In addition, TAMSA argues
that the rental income is directl: thyboomks
by rent expenses re on the boo
of Siderca Corp. TAMSA argues that the
petitioner’s request would overstate .

. expenses by recognizing the rental

expense as a selling expense and by not
recognizing the offsetting rental revenue
as a reduction 1o further manufacturing
G&A.

further

DOC Position
" We agree with TAMSA. The

Department verified that the rental

payments made by Siderca are reflected
as a selling expense on its books. The
depreciation, utilities, mth themd t.;:lther
expenses wi ren
pruperty are reflected on. TPT"s bocks. If
g d.lsaliaweﬁf ﬂ:h.BE rental income offset,
expenses entities as a whole -
wcz_‘_uélgul;e n Financial Expenses i
ent 13: in
Further Manufacturing Costs.
The petitioner argues that TAMSA

" failed to add financial expenses to the
) fcnthermanufacmringmstofumelated

corm| . The petitioner argues that
the consolidated interest of
TAMSA should be applied to the
amount charged to TAMSA by the
TAMSA arguss that i iy
argues it properly
reportedtheamauntchmgedhythe N
further manufacturers. The fee
1twaschargedmc1udesanamuuntfor
financial expense, because it must be
assumed that the unrelated further
manufscturer charges an amount that
would cover all of its costs, including
financial costs. TAMSA also argues that
it properly included the financial
expenses of TIC and Siderca Corp. as

DOC.Pos:nan
Weagmew:thTAMSA.Wevmﬁed ‘

. that TAMSA included the amount

charged by the unrelated further ~ .
manufacnnersmnssubm.msdcosts.

costs incurred by the unrelated further
manufacturer. It'wtehaddedTAMSAsfor
financing costs to the costs reported
the unrelated company, we wouldbe
burdening an arm’s-length transaction
mthmappropnatecosts.!-‘orpmducts
further manufactured by TPT, TAMSA
included TPT's G&A, and we added the

consolidated financial expense,
pursuant to the Department’s
(see Final Determination of at Less

Than Fair Value: New Minivans from
Japan {57 FR 21937, May 26, 1992)).
Suspension of Liquidation

Pursuant to section 735{c)(1){B) of the
Act, we will instruct the Customs
Service to a cash deposit or
posting of a bond equal to the estimated
final dumping margins, as shown below
for entries ofOCTG from Mexjco that
are entered, or withdrawn from -
warehouse, for consumption from the
d:t;ieeg:lpubhmtxnni:thxsnouoemthe
Fi Register suspension of
liquidation will remain in effect untll
further notice.
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. - | Weighted- -
ufacturerfproducen averge
Man . 7 fexporter margin per-

: S centage
Tubos Acero de Mexico, SA. .. - 2379
Al Others. 23.79

International Trade Comzmssxcm {ITC]
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its
determination whether these imports
materially injure, or threaten injury to,
- a'U.§. industry within 75 days of the

. publication of this notice, in accordance
with section 735(b){3} of the Act. If the
ITC determines that material injury or
threat of material injury does not exist,
the proceeding will be terminated and
all securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that material injury or
threat of material injury does exist, the
Depamnmtm]lmemanndumpmg
duty arder.

Notification to Intensted Parties

This notice sexves as the only
reminder to parties subject to
administrative p mtechvemdw[APO]m

353.34(d). Feilure to cbmply isa

violation of the APO,
‘This determination is

pursuant to section 735(d) of the Act

and 19 CFR 353.20(a)(4). ‘
Dated: june 19, 1995.

Susan G. Esserman, -

Assistant Secretary for Import
Administration.

{FR Doc. 95~-15621 Filed 6-27-95 8 45 am]
BILLING CODE 3510-DS-—P

- .
Final Determination of Sales at Less

" Than Fair Value: Oil Country Tubular
Goods from Spain .

AGENCY: Import Administration,
~ International Trade Administration,

- Department of Commerce. .
EFFECTIVE DATE: June 2B, 1995.
FOR FURTHER INFORMATION CONTACT:
Magd Zalok or William Crow, Office of
Antidumping Investigations, Import
Administration, U1.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., W , DC 20230;
telephone (202) 482—4162 or 482-0116,
Tespectively.

Final Detarmmahon

We determine that oil country tuhular
goods (OCTG) from Spain are being sold'
in the United States at less than fair -
value, as provided in section 735 of the
Tariff Act of 1930, as amended {“the
Act”). The estimated are shown
in the “Suspension of hqmdanon
section of this notlce

Case sttory :
Since the p1 hmmary determmauun ‘

ofsalesatlessthani‘mrvaluemthis e
" investigation on January 26, 1995 (60 FR
"6516, February 2, 1995), the following

events have occusted. On February 8,
1995, (60 FR 8632, February 15, 1995]

theDepamnent poned the final -

with
section 735(3](2) ‘of the Act and 19 CFR

353.20(b)(1).

" In March 1995, the

conducted its salesand cost . -
verificatidns of the Tubes
Reunidos (“TR") in Spain. Verification
repmswmxssuedmApnludMay

1995.
Or: May 9, 1995, thepetmonersand

TR submitted case briefs. Rebuttal briefs

wemsubmttedbyhothpunesmMay
16, 1995, On May 17, 1995, the
Department held a public hearing. -
Scope of the Investigation = A
Far purpases of this investigation, ~
OCTG are hollow steel products of
circular cross-section, including oil well
casing, tubing, and dxill pipe, of iron .
{other than cast iron) or steel (hoth. .

welded, whether or not confarmingto
American Petroleum [nstitute (API) or
non-API specifications, whether . -
finished or unfinished {(including
tubes and limited service OCTG
products). This scope does not cover _
casing, tubing, ordrill pipe contammg
10.5 percent or move of chromium. The
OCTG subject to this investigation are
cirrently classified in the Harmonized
Tariff Schedule of the United States
{HTSUS) under item numbers: .
7304.20.10.10, 7304.2D.10.20, .
7304.20.10.30, 7304.20.10.40, -
7304.20.10.50, 7304.20.10.50,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304:20.30.40, -
.7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10,
7304.20.40.20, 7304.20.40.30, -
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,

smn :

© 7~ these
- the

. 730420 50,75, 7304. 20.50. 15,

- 7304.20.60.30, 7304.20.60.25,
7304.20.60.60, 7304.20.60.75,

. 7304.20.70.00, 7304.20.80.30,

7304.20.80.45, 7304.20.80.60,
'7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10, and -

" . 7306.20.80.50.

After the publication of the :
preliminary determination, we found
that HTSUS item numbers -~ -

<" 7304.20.10.00, 7304.20.20.00,
© -7304.20.30.00, 7304.20.40.00,

7304.20.50.10, 7304.20.50.50,

. 7304.20.60.10, 7304.20.60.50, and

7304.20.80.00 were no longer valid .
HTSUS item numbers. Accordingly,
numbers have been deleted ﬁom
scope definition.
Although the HTSUS whheo.dmgs are
provided for convenience and customs

- purposes, ous written description of the
- soopeoftb:smvesuganonxsd:spmuve.

Period of Invesnganon
The period of in
Jenuary 1, 1994,

[POIl is
June 30, 1994. -

" Applicable Statute and Regulations -

Unless otherwise indicated, all

‘ mtatmnstothesmmeandtothe

Department’s aein
reference to the as they
ex:stedophcmberﬂ 1994..

" Best Information Available (BIA)
carbon and alloy), whether seamless or .

Wehave dewunmedthat'l'k'

mdequatehasnsfo esnmm.ugdl.nnpmg
T
margms.Atvenﬁcauon.wedlswvmd :

- andam:numbernfmorsm'ms

responses, as well as an overall lack of
support for certain of TR’s sales data.
Instead of the actual prices
charged to the first unrelated U.S.
customers.as;;quastedhytha the
Department, TR incorrectly reported ,
U.S. prices invoiced to its related

. subsidiary, and failed to provide
- adequatesuppondocumentxumat
. vesification for the actual prices
- - invoiced to the U.S. customers. TR
- omitted

all charges in the U.S.
market for freight, puarantee and return

- credits and did not provide adequate

support documentation et verification
for these TR also omitted
reporting the sale of certain OCTG -

‘-pmducts.andpmdednomdenoe_at _

verification that the sales of these
products were not covered by the scope

.of this investigation. In its responses, TR
.Stated that its home market was not

viable with respect to the sale of the -
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subject merchandise. However, the sales
of certain OCTG products discovered at
verification indicate a viable home
market, thereby making the use of a
third country market, instead of the
home market as a basis for determining
foreign market value, questionable.
Finally, in addition to the significant
omissions, the charges and adjustments'
reported by TR were replete with

i ancies and errars, making it
impossible for the Department to
conduct a complete verification of TR's
respomnses. )

In order to determine whether sales
are made in the United States at less
than fair value, it is critical that the
Department be provided with accurate
and reliable sales information to be used
in its analysis. Because of the
inaccuracies discovered in TR's
submitted information, the-Department
was unable to verify that informatior, as
required by section 776(1) of the Act.
That section of the Act provides that, if
the Department is unable to verify,
within the time specified, the accuracy
and completeness of the factual
information submitted, it shall use BIA
as the basis for its determination.
Consequently, we have based this
determination on BIA.

In determining what rate to use as
BIA, the Department follows a two-
tiered BIA methodology, whereby the
Department may impose the most
adverse rate upon those respondents
who refuse to cooperate or otherwise
impede the proceeding, or assign a
lower rate for those respondents who
have cooperated in an investigation.
‘When a company is determined to be
uncooperative, it bas been the
De ent’s practice to apply the

ighest rate alleged in the petition as

use ofa 6ooperative BIA margin, see the
“DOC Position" section of this notice.
Vén'ﬁc:m'an ' )
As provided in section 776(b) of the
Act, we attempted to verify TR's
information for purposes of the final
determination. However, given the
significant discrepancies encountered at
verification, the use of the respondent’s
information ix the final determination
was not possible.
Interested Party Comments

Comment i—Use of Total
Uncoopserative BlA

The petitioners maintain that becanse
of the gravity of the mistakes made by
TR, the Department should assign to TR
an uncooperative BIA margin of 18.6
percent. They point to the verification
report which shows that TR failed to
report the actual price as invoiced to the
first unrelated U.S. customer, and note
that many other discrepancies and
omissions were found by the -
Department at verification.

TR maintains that the record clearly
reflects that it has cooperated fully with
the Department in this investigation,
submitting hundreds of pages of
responses to the Department .
questionnaires and supplemental
questionnaires within the time aliowed.
According to the respandent, due to the
tight time ‘constraints of antidumping
investigations, & number of errors have
been made, many of which came to light
in preparing documentation for
verification. TR maintatns-that it
promptly and fully disciosed the errors
to the Department as soon as the
respondent became aware of such

Moreover, TR contends that only

BIA. When a company is determined to  -following receipt of the verification

be cooperative, it has been the
De ent’s practice to apply as BIA
the higher of: (1} The average of the
mwargins in the petition; or {2) the
calculated margin for another firm for
e same class or kind of merchandise
from the same country. This

_ methodelogy for assigning BIA has been .
upheld by the U.S. Court of Appeals for
the Federal Circuit. [See Allied-Signal
Aerospace Co. v. the United States, Slip
Op. 93-1049 (Fed Cir. June 22, 1993); .
see also Krupp Stahl AG. et ol v. the
United States, Slip Op. 93-84 (CIT May
26, 1993).)

In spite of the numerous etrors in its
response, we have determined that TR
was cooperative during this proceeding
and have assigned to it a cooperative
BiA margin of 11.95 percent, based on
the average of the margins alleged in the -
petition. For further information on the

outline on March 7, 1995, did TR's
officials, in the course of preparing the
payzent documentation for verification,
see the need to refer to the actual’
invoices re-issued by TR America,
inclusive of the inland freight. TR -
maintains that, even if it bad realized
the need earlier to report to the

ent the actual invoiced prices
inclusive of the U.S. inland freight
expenses, it wonld not have changed the
way in which the sales listing was
ultimately prepared. TR states that, in

" order to be able to provide a timely

response to the Department’s _
guestionnaire, it was necessary to report
sales data as it was reflected in TR's.
compnter in Spain. Furthermore, TR
argues that it was appropriate not to
report sales of class “C* OCTG and
couplings stock because these products
are not covered in the scope of the

investigation. Finally, TR claims that

the errors and discrepancies discovered
for the remaining sales data are ’
insignificant and offset each other.
‘Therefore, the respondent requests that
the Department use the information
gathered at verification as a basis for
TR's margin calculation in the final
determination. ‘ '
DOC Position .

As discussed in the BIA section of
this notice, the discrepancies found in
TR's respanse render it unusable. The
Departizent, however, disagrees with
the petitioners on assigning TR a non-
cooperative BLA margin. Although much

.of the information found to be deficient

could not be remedied at verification,
TR made a good faith effort by .

- responding to the Department'’s

guestionnaire, by submitting a veriffable
cost of production questionnaire
response, and by attempting to
cooperate at the sales verification. We
also believe that the inaccuracy af TR’s
responses is the result of inadvertent
errors in its reporting, and poor
verification preparation, not a lack of
cooperetion on the part ofthe = -
respondent. Thus, we believe that
assigning TR a cooperative BIA margin
is appropriate. .

Because this final determination is -
based an BIA, all other comments are
Suspension of Liguidation

Pursuant to the results of this final

determination, we will instruct the

Customs Service to require a cash

deposit or posting of a band equal to the

final dumping margin, as
shown below for entries of OCTG from
Spain that are entered, or withdrawn
from warehouse, for consumption from
the date of publication of this notice in
the Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Producer/manutactureriexporier | percent-

- age
Tubaos Reunidos S.A o ereeses 1185
All Others 1195

. ITC Notification

In sccordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its
determination whether these imports
materially injuze, or threaten injury to,
a U.S. industry within 75 days of the .
publication of this notice, in accordance
with section 735{b)(3] of the Act. If the
ITC determines that material injury or
threat of material injury does not exist, -
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the proceeding will be terminated and
all securities posted as a result of the
suspension of liquidation will be
refunded or canceled. However, if the
ITC determines that such injury does
exist, the Department will issue an
antidumping duty order.

Notification to Interested Parties

This notice serves as the only
reminder to parties subject to
administrative protective order (APO} in
this investigation of their responsibility
covering the return or destruction of
proprietary information disclosed under
APO in accordance with 19 CFR
353.34(d}. Failure to comply is a
viclation of the APO.

This determination is published
pursuant to section 735(d) of the Act {19
1.5.C. 1673{d)) and 19 CFR 353.20.

Dated: June 19, 1995.

Susan G. Esserman,

Assistant Secretary for Import
Administration.

[FR Doc. 95-15622 Filed 6—27-85: 8:45 am|
BILLING CODE 3510-D5-P

{C-475-817)

Final Affirmative Countervailing Duty
Determination: Qil Country Tubular
Goods {“OCTG") From Itaty

AGENCY: Import Administration,
International Trade Administration.
Depariment of Commerce.
EFFECTIVE DATE: June 2B, 1995.
FOR FURTHER INFORMATION CONTACT:
Peter Wilkniss, Office of Countervailing
Investigations, Import Administration,
U.S. Department of Commerce, Room
3099, 14th Street and Constitution
Avenue, NW., Washington, DC 20230;
telepbone (202) 482-0588.
Final Determination

The Department determnines that
benefits which constitute subsidies
within the meaning of section 701 of the
Tariff Act of 1930, as amended (“the
Act”), are being provided to
manufacturers, praducers, or exporters
in italy of OCTG. For information on the
estimated net subsidies, please see the
Suspension of Liquidation section of
this notice.

Applicable Statute and Regulations

Unless otherwise indicated, all
citations to the statute and to the
Department’s regulations are references
to the provisions as they existed on
December 31, 1994. References to the
Countervailing Duties: Notice of
Proposed Rulemaking and Request for
Public Comments, 54 FR 23366 (May 31,
1989) {Proposed Regulations), which

has been withdrawn, are provided
solely for further explapation of the
Department’s CVD practice.

Case History

Since the publication of the
preliminary determination in the
Federal Register (59 FR 61870,
December 2, 1994}, the following events
have occurred.

On December 23, 1994, we aligned the
final countervailing duty determination
in this investigation with the final
determination in the companion
antidumping investigation of OCTG
from Italy (59 FR 66295).

We conducted verification of the
responses submitted on behalf of the
Government of Italy {(“GOI"), and
Daimine S.p.A. (“Daimine”) from
January 22 through January 27. 1995,

On April 19, 1995, we postponed the
final determination in this case to june
19, 1995 (60 FR 18571).

On May 2, 1995 we received a case
brief from respondent. Neither
petitioner nor respondent requested a
hearing in this investigation.

Scope of Investigation

For purposes of this investigation,
OCTG are hollow steel products of
circular cross-section, including oil well
casing, tubing, and drill pipe, of iron
(other than cast iron} or steel (both
carbon and alloy), wiether seamless or
welded, whether ornot ¢ ing to
American Petroleum Institute {API} or
non-API specifications, whether
finished or unfinished (including green
tubes and limited service OCTG
products). This scope does not cover
casing, tubing, or drill pipe containing
10.5 percent or mare of chromium. The
OCTG subject to this investigation are
currently classified in the Harmonized
Tariff Schedule of the United States
(HTSUS) under item numbers:
7304.20.10.10, 7304.20.10.20,
7304.20.10.30, 7304.20.10.40,
7304.20.10.50, 7304.20.10.60,
7304.20.10.80, 7304.20.20.10,
7304.20.20.20, 7304.20.20.30,
7304.20.20.40, 7304.20.20.50,
7304.20.20.60, 7304.20.20.80,
7304.20.30.10, 7304.20.30.20,
7304.20.30.30, 7304.20.30.40,
7304.20.30.50, 7304.20.30.60,
7304.20.30.80, 7304.20.40.10.
7304.20.40.20, 7304.20.40.30,
7304.20.40.40, 7304.20.40.50,
7304.20.40.60, 7304.20.40.80,
7304.20.50.15, 7304.20.50.30,
7304.20.50.45, 7304.20.50.60,
7304.20.50.75, 7304.20.60.15,
7304.20.60.30, 7304.20.60.45,
7304.20.60.80, 7304.20.60.75,
7304.20.70.00, 7304.20.80.30,
7304.20.80.45, 7304.20.80.60,

7305.20.20.00, 7305.20.40.00,
7305.20.60.00, 7305.20.80.00,
7306.20.10.30, 7306.20.10.90,
7306.20.20.00, 7306.20.30.00,
7306.20.40.00, 7306.20.60.10,
7306.20.60.50, 7306.20.80.10, and
73086.20.80.50.

After the publication of the
preliminary determination, we found
that HTSUS item numbers
7304.20.10.00, 7304.20.20.00,
7304.20.30.00, 7304.20.40.00,
7304.20.50.10, 7304.20.50.50,
7304.20.60.10, 7304.20.60.50, and
7304.20.80.00 were no longer valid
HTSUS item numbers. Accordingly,
these numbers have been deleted from
the scope definition.

Although the HTSUS subheadings are
provided for convenience and customs
purposes, our written description of the
scope of this investigation is dispositive.

Injury Test

Because Italy is a “country under the
Agreement” within the meaning of
section 701(b) of the Act, the U1.S.
International Trade Comanission (“ITC")
is required to determine whether
imports of OCTG from Italy materially
injure, or threaten material injury to, a
U.S. industry. On August 3, 1994, the
ITC preliminarily determined that there
is a reasonable indication that an
industry in the United States is being
materially injured or threatened with
material injury by reason of imports
from Italy of the subject merchandise
{59 FR 42286, August 17, 1994).

Corporate History of Respondent
DaEune

Prior to its liquidation in 1988,
Finsider S.p.A. (“Finsider”) was the
holding company for all state-owned
stee]l companies in Italy, including
Dalmine. Dalmine was an operating
company wholly owned by Finsider.
After Finsider’s liquidation, a new

ent-owned holding company,
ILVA S.p.A. {“ILVA"), was created.
ILVA took over the former Finsider
compahies, among them Dalmine,
which became a subsidiary of ILVA in
1989 when Finsider’s shareholding in
Dalmine was transferred to ILVA.

Between 1990 and 1993, Dalmine
itself was radically restructured.
Dalmine became a financial holding
company, with industrial, trading, and
service shareholdings. As part of its
restructuring, Daimine made several
asset purchases, sold two of its
subsidiaries to private parties, and
closed several manufacturing facilities.
As of December 31, 1993, the Dalmine
Group consisted of a holding company
{Dalmine S.p.A.], four wholly-owned,
and one majority-owned, manufacturing
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companies, and a number of sales and
service subsidiaries.

During the POL, ILVA was owned by
the Istituto per la Ricostruzione
Industriale (“IRI"), a holding company
which was wholly-owned by the GOL
Spin-offs

In its questionnaire response, Daimine
reported that between 1990 and 1991, as
part of its overall restructuring process,
the company twice sold “productive
units” to private buyers. According to
Dalmine, these sales involved facilities
that do not produce the subject
merchandise. In the preliminary
determination, we determined that the
amount of potentially spun-off benefits
was insignificant. We did not learn
anything at verification that would lead
us to reverse this determination.
Therefore, we have not reduced the
subsidies allocated to sales of the
subject merchandise. (See Final
Concurrence Memorandum dated June
19, 1995).

Equityworthiness

Petitioner bas alleged that Dalmine
was unequityworthy in 1989, the year it
received an indirect equity infusion
from the GO, through ILVA S.p.A.
(“ILVA™?}, and that the equity infusion
was, therefore, inconsistent with
commercial considerations.

In accordance with § 355.44(e)(1) of
the Proposed Regulations
{Countervailing Duties; Notice of
Proposed Rulemaking and Request for
. Public Comments (“Proposed
Regulations™), 54 FR 23366, May 31,
1989)), we preliminarily determined
that ILVA's purchase of Dalmine’s
shares was consistent with commercial
considerations because Dalmine
provided evidence that private
investors, unrelated to Dalmine or the
GO, purchased a significant percentage
of the 1989 equity offering, on the same
terms as ILVA. We did not learn
anything at verification that wouid lead
us to reverse this finding. Therefore, the
Department determines that ILVA’s
purchase of Dalmine’s shares was
consistent with commercial
considerations.

Creditworthiness

Petitioner has alleged that Dalmine
was uncreditworthy in every year
between 1979 and 1993. In accordance
with § 355.44(b){6)(i) of the Proposed
Regulations, we preliminarily
iietermined that Dalmine was
creditworthy from 1979 to 1993. In
making this determination we examined
Dalmine’s current, quick, times interest
sarned, and debt-to-equity ratios, in
addition to its profit margin.

Specifically, although a number of the
financial indicators are weak for certain
years, none of the indicators are weak
over the medium or long term, and
when examined together on a yearly
basis. the indicators support the
determination that Dalmine was -
creditworthy in every year examined.
{See also Creditworthy Memorandum.
November 18, 1994)."In addition,
Dalmine received long-term.
commercial loans from private lenders
in several of the years examined.

We did not learn anything new at
verification that would lead us to
reconsider our preliminary
determination. Therefore, we continue
to find that Dalmine was creditworthy
from 1979 to 1993.

Benchmearks and Discount Rates

Dalmine did not take out any long-
term, fixed-rate, lire-denominated loans
in any of the vears of the government
ioans under investigation. Therefore, in
accordance with § 355.44(b)(4) of the
Proposed Regulations, in our
preliminary determination we used, as
the benchmark interest rate, the Bank of
Italy reference rate which was
determined in Final Affirmative
Countervailing Duty Determinations:
Certain Steel Products from Italy
{*Certain Steel from Italy"), 58 FR,
37327 (July 8, 1983), to be both the best
approximation of the cost of long-term
borrowing in Italy.and the only long-
term fixed interest rate commonly
available in Italy. We also used this rate
as the discount rate for allocating over
time the benefit from non-recurring -
grants for the same reasons as explained
in Final Affirmative Countervailing
Duty Determination: Certain Steel
Products from Spain, 58 FR 37374,
37376 (July ¢, 1993).

At verification, we learned that the
Bank of Italy reference rate reflects the
cost for Italian banks to borrow long-
term funds. Therefore, the reference rate
does not incorporate the mark-up a bank
would charge a corporate client when

. making a long-term }oan. Long-term

corporate interest rate data is not
available in Italy. Accordingly, we have
adjusted the reference rate used in the
preliminary determination upward to
reflect the mark-up an Italian bank
would charge a corporate customer.

In order to approximate this mark-up,
we calculated the difference between
the average short-term corporate
borrowing rate in [taly and the average
interest rate on short-term ftalian
government debt, for each year in which
Dalmine received long-term lire loans or
non-recurring grants from the
government. We then added this mark-
up to the Italian reference rate used in

the preliminary determination to
approximate an average long-term
corporate benchmark interest rate. We
also used these rates as the discount
rates for allocating over time the benefit
from non-recurring grants. See Certan
Steel Products from Spain, 58 FR at
37376. ’

For long-term loans denominated in
other currencies, we used, as the
benchmark interest rate, an average
long-term fixed interest rate for loans
denominated in the same currency. {See
section E—Article 54 Loans below.}

Caiculation Methodology

For purposes of this determination,
the period for which we are measuring
subsidies {the PO}) is calendar year
1993. In determining the benefits
received under the various programs
described below, we used the following
calcuiation methodology. We first
calculated the benefit attributable to the
POI for each countervailable program,
using the methodologies described in
each program section below. For each
program, we then divided the benefit
attributable to Dalmine in the POl by
Dalmine's total sales revenue, as none of
the programs was limited to either
certain subsidiaries or products of
Dalmine. Next, we added the benefits
for all programs, including the benefits
for programs which were not allocated
over time, to arrive at Dalmine’s total
subsidy rate. Because Dalmine is the
only respondent company in this
investigation, this rate is also the
country-wide rate. :

Based upon our analysis of the
petition, the responses to our
guestionnaires, verification, and
comments by interested parties, we
determine the following:

I. Programs Determined to be
Conntervailable
A. Benefits Provided under Law 675/77

Law 675/77 was enacted to bring
about restructuring and reconversion in
the following industrial sectors: (1)
Electronic technology; (2) the
manufacturing industry: (3) the agro-
food industry; (4) the chemical industry;
{5) the steel industry; (6} the pulp and
paper industry; {7) the fashion sector;
and {8) the automobile and aviation
sectors. Law 675/77 also sought 1o
promote optimal exploitation of energy
resources, and ecological and
environmental recovery.

A primary goal of this legislation was
to bring all government industrial
assistance programs under a single law
in order to develop a system to replace
indiscriminate and random public
intervention by the GOI. Other goals
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were (1) to reorganize and develop the
industrial sector as a whole; (2] to
increase employment in the South; and
{3) to maintain employment in
depressed areas. Among other measures
taken, the Interministerial Committee
for the Coordination of Industrial Policy
(“CIP1") was created as a resuit of Law
675/77. CIP1 approves individual
projects in each of the industrial sectors
listed above.

Six main programs were provided
under Law 675/77: (1) Interest
contributions on bank loans; (2) _
mortgage loans provided by the Ministry
of Industry at subsidized interest rates;
{3) interest contributions on funds
rajsed by bond issues; (4) capital grants
for projects in the South; (5) personnel
retraining grants; and (6) VAT
reductions on purchases of capital
goods by companies in the South.
Dalmine reported that it received
benefits under items (1), (2), and (5)
above,

In its response, the GOI asserts that
the steel and automobile industries did
not receive a “‘disproportionate’ share
of benefits associated with interest
contributions when the extent of
investment in those industries is
compared to the extent of investment in
other industries. However, in keeping
with past practice, we did not consider
the level of investment in the the
individual industries receiving benefits
under Law 675/77. Instead, we followed
the analysis outlined in Final
Affirmative Countervailing Duty
Determination: Grain-Qriented
Electrical Steel from Italy {Grain-
Oriented Electrical Steel), 59 FR 18357
(April 18, 1994}, and Final Affirrnative
Countervailing Duty Determination:
Certain Steel Products from Brazil, 58
FR 37295, 37285 {July 9, 1993), of
comparing the share of benefits received
by the steel industry to the collective
share of benefits provided to other users

. of the programs. )

Accgrding to the information
provided by the GOL of the eight
industrial sectors eligible for benefits
under Law 675/77, the two dominant
users of the interest contribution
program were (1) the Italian auto
industry which accounted for 34
percent of the berefits, and (2) the
Italian steel industry which accounted
for 33 percent of the benefits. Likewise,
with respect to the mortgage loans, the
two dominant users were the auto and
steel industries which received 45
percent and 31 percent of the benefits,
respectively.

In light of the above evidence, we
determine that the steel industry was a
dominant user of both the interest
conftribution and the mortgage loan

programs under Law 675/77. {See
section 355.43(b)(2)(iii) of the Proposed
Regulations). Therefore, we determine
that benefits received by Dalmine under
these programs are being provided toa
specific enterprise or industry or group
of enterprises or industries. On this
basis, we find Law 675/77 financing to
be countervailable to the extent that it
is granted on terms inconsistent with
commercial considerations.

Under the interest contribution
program, Italian commercial banks
provided loans to industries designated
under Law 675/77. The interest owed by
the recipient companies was partially
offset by interest contributions from the
GOL Dalmine received bank loans with
interest contributions under Law 675/77
which were outstanding in the POL

Because the GOI interest
contributions were automatically
available when the loans were taken
out, we consider the contributions to
constitute reductions in the interest

* tates charged, rather than grants (see

Certain Steel from Italy at 37335).

At verification, we established that
Dalmine had repaid each of the loans it
received under this program in June
1994. We further found that Dalmine
had not yet received a portion of the
interest contributions originally owed to
it by the GOI under this program, due
to delays in GOI approval of several
Dalmine internal asset transfers. Finally.
we established that Dalmine had paid
interest on each of the loans during the
loan grace periods, contrary to what
Dalmine reported in its questionnaire
responses.

Dalmine argues that the GOI
terminated the subsidized loan portion
of this program in 1982, and that
Dalmine repaid each of the loans in June
1994, after the POL but before the
publication of the prelirzinary
determination. Consequently, Dalmine
contends, no further benefits can accrue
to Dalmine under this program.
Therefore, according to Dalmine, the
Department should, in accordance with
the Department’s policy to take
program-wide
setting the duty deposit rate, set
Dalmine’s deposit rate for this program
to zero.

Contrary to Dalmine's assertion, we
determine that the termination of the
subsidized loan portion of this program
does not constitute a p -wide
change as defined in § 355.50(b}{(1) of
the Proposed Regulations. Specifically,
although Daimine has repaid the ioans
it received under the program, there
could be other Italian companies with
loans that are still outstanding.
Therefore, despite termination of the
program in 1982, there may still be

es into account in ..

residual benefits under the program.
Under our program-wide change policy,
the change at issue cannot be limited to
individual firms. Consequently, we
determine that the “termination” of the
subsidized loan portion of this program
does not constitute a program-wide
change. See Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Orders; Certain
Welded Carbon Steel Pipe and Tube
Products From Argentina (Argentine
Pipe), 53 FR 37619 (September 27,
1988); § 355.50(b)(1) of the Proposed
Regulations.

Alternatively, Dalmine claims that the
Department should recaiculate the
benefits under this program to reflect
the delayed receipt of GOI interest
contributions, as well as Daimine’s

ent of grace period interest.
pa%rvnizm respéﬂci toptﬁe grace period, we
have adjusted our calculations to reflect
that Dalmine paid interest during that
time, as established at verification.
However, we are treating the interest
contributions as countervailable on the
date Dalmine made the corresponding
interest payments, despite any delay in
receipt by Dalmine. This is because
Dalmine’s entitlertent to the interest
contributions was automatic when it
made the interest payments. Thus, we
find, for purposes of benefit calculation,
that the interest contributions were
received at the time the interest
pavments were made. See Steel Wire
Nails from New Zealand, 52 FR 37196
(1987).

Under the mortgage loan program, the
GO provides long-term lozans at
subsidized interest rates. Dalmine
received financing under this program
which was outstanding in the POL

To determine whether these programs
conferred a benefit, we compared the
effective interest rate paid by Dalmine to
the benchmark interest rate, discussed
above. Based on this comparison, we
determine that the financing provided
under these programs is inconsistent
with commercial considerations, i.e., on
terms more favorable than the
benchmark financing.

To calculate the benefit from these
programs, we used our standard long-
term loan methodology as described in
§355.49(c)(1) of the Proposed
Regulntions. We then divided the
benefit allocated to the POl for each
program by Dalmine’s total sales in
1293. On this basis, we determine the
net subsidy from these programs to be
0.46 percent ad valorem for all
manufacturers, producers, and exporters
in Italy of the subject merchandise.

With respect to retraining grants
provided to Dalmine under Law 675/77,
it is the Department’s practice to treat
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training benefits as recurring grants.
(See Certain Steel General Issues
Appendix at 37226). Since the only
grant reported under this was
received by Dalmine in 1886, any
benefit to Dalmine as a result of this
grant cannot be attributed to the POL
Therefore, we determine that retraini
benefits provided under Law 675/77
conferred no benefit to Dalmine during
the POL

B. Grants Under Law 193/84

According to the GOI, Articles 2, 3,
and 4 of Law 193/84 provide for
subsidies to close steel plants. As stated
in Art. 20 of Law N. 46 of 17/2/1982,
steel enterprises, including enterprises
producing seamless pipes, welded
pipes, conduits and welded pipes for
water and gas, are the recipients of these
subsidies. As benefits under this
program are limited to the steel
industry, we determine that Law 193/84
is de jure specific and, therefore,
countervailable.

At verification, we found that
Dalmine received an additional benefit
under this program not reported in jts
questionnaire responses. We have
included this additional benefit in our
calculation of the benefits received by
Dalmine under this progam

To calculate the dunng the
POI, we used our standard
methodology (see § 355.49(b) of the
Proposed Regulations). We then divided
the benefits attributable to Dalmine
under Law 193/84 in the POl by :
Dalmine’s total sales. On this basis, we
determine the estimated net subsidy to
be 0.81 percent ad valorem for all
manufacturers, producers, and
in italy of the subject merchandise.

C. Exchange Rate Guarantee Program

This program. which was enacted by
Law 796/76, provides exchange rate
guarantees on foreign currency loans
from the Coal and Steel
Community (“ECSC"™) and The Council
of European Resettlement Fund
(“CER"}). Under the program, repayment
amounts are calculated by reference to
the exchange rate in effect at the time
the loan is agreed upon. The program
sets & ceiling and a floor on repayment
to limit the effect on the borrower of
exchange rate over time. For
example, if the lire depreciates five
percent against the DM (the currency in
which the loan is taken out), borrowers
would normally find that they would
kave to repay five percent more (in lire
terms). However, under the Exchange
Rate Guarantee Program, the ceiling
would act to limit the increased

repayment amount to two percent.
There is also a floor in the program

which would apply if the lire
appreciated against the DM. The floor
would limit any windfall to the -
borrower.

In Grain-Oriented Electrical Steel, the
Department found this program to be
not countervailable because of '
incomplete information-regarding the
specificity of the program. The
Department stated that, because the
determination was reached while
lacking certain important information,
the finding of non-countervailability
would not carry over to future
investigations.

In this investigation, information
provided by the GOI shows that the
steel industry received 25% of the
benefits under the program.

- Furthermore, at verification, we found

that in the years Dalmine took out loans
on which it received exchange rate
guarantees under this program, the steel
industry received virtually all the
benefits under the program. Based on
this information, the Departinent
determines that the steel industry was a
dominant user of Tate
guarantees under Law 796/76 and, thus,
that benefits received by Dalmine under
this law are being provided to a specific
enterprise or industry or group of
enterprises or industries. (See

§ 355.43(b)(2)(iii) of the Proposed
Reguiations). Therefore, we determine
that the exchange rate guarantees
offered under the program are
countervailable to the extent they are
provided on terms inconsistent with
commercial considerations.

Dalmine provided information that it
could bave purchased an exchange rate
guarantee from commercial sources.
However, Dalmine’s information
pertained to 1993, not to the perind
when the government guarantees were
provided. The GOI's response indicates
that cominercial exchange rate :
guarantees were not available in 1986,
the year in which the loans and the
guarantees were received. Therefore, we
determine the benefit to be the total
amount of payments to Dalmine made
during the POI by the GOL (Because the
amount the government will pay in any
given year will not be known until that
year, benefits can only be calculated on
a year-by-year basis.) We divided the
GOI's payments in 1993 by Dailmine’s
1993 total sales. On this basis, we
determine the estimated net subsidy
from this program to be 0.20 percent ad
valorem for all manufacturers,
producers, and exporters in Italy of the
subject merchandise.

I1. Programs Determined To Be Not
Countervailable

A. 1888/89 Equity Infusion

In November 1989, Dalmine
completed an equity rights offering
which allowed existing shareholders to
purchase 7 new shares for every 10
shares they already owned. The new
shares were offered at a price of LIT 300
per share. At that time, ILVA owned
81.7 percent of Dalmine’s equity, with
the remaining 18.3 percent owned by
private investors. Pursuant to the rights
offering, ILVA subseribed to its full
allotment of the new shares issued. The
remainder of the new shares were
purchased by private shareholders. All
shares were purchased at LIT 300 per

Petitioner argues that, although
Dalmine’s shares were nominally
publicly traded, the vast ma]onty of
Dalmine shares were indirectly owned
by the GOI and, therefore, shares were
not purchased in adequate volume by
private investors to establish a valid
benchmark. Specifically, petitioner
contends that, in 1991, ILVA owned
99.9 percent of Dalmine and, therefore,
Dalmine’s shares were in fact not
publicly traded. Consequently, because
essentially no private purchases were

made, the market price at the time

of the equity infusion cannot serve as a
Pets that lnghl likel

tioner asserts itis v
tp;:t the shares not uyrchased
by ILVA were purchased md:rectly by
the GQ1I through other holding
companies.

In response to our questionnaire,
Dalmine provided a list of all
purchasers of shares in the 1939
offering. There was no evidence to
indicate that the shares not purchased
by ILVA were purchased by other
government controlled or owned
entities, as petitioner
Moreover, the extent of ILVA's
ownership in 1991 is not relevant to the
choice of a benchmark for the equity
investment in 1989.

Therefore, in our preliminarily
determination, we determined that,
because 18.3 percent of the equity
infusion was purchased by private
shareholders, the sale of these shares
provides the market-determined price
for Dalmine’s equity. Furthermore, in
accordance with § 355.44{e)(1) of the
Department’s Proposed Regulations, we
preliminarily determined that the equity
infusion is not countervailable because
the market-determined price for equity
purchased from Dalmine is not less than
the price paid by ILVA for the same
form of equity. We did not learn
anything at verification that would lead



Federal Register / Vol. 60, No. 124 / Wednesday, June 28, 1995 / Notices

33581

us to reconsider our preliminary
determination. Therefore, we continue
to find that the equity infusion is not
countervailable.

B. European Social Fund (“ESF”'} Grants

The ESF was established by the 1957
European Economic Community Treaty
to increase employment and help raise
worker living standards.

As described in Grain-Oriented
Electrical Steel, the ESF receives its
funds from the EC's general budget of
which the main revenue sources are
customs duties, agricultural levies,
value-added taxes collected by the
member states, and other member state
contributions.

The member states are responsible for
selecting the projects to be funded by
the EC. The EC then disburses the grants
to the member states which manage the
funds and implement the projects.
According to the EC, ESF grants are
available to (1) people over 25 who have
been unemployed for more than 12
months; (2) people under 25 who have
reached the minimum school-leaving
age and who are seeking a job; and (3)
certain workers in rural areas and
regions characterized by industrial
decline or lagging development.

The GOI has stated that the ESF grants
received by Italy have been used for
vocational training. Certain regions in
the South are also eligible for private
sector re-entry and retraining schemes.
Since 1990, the vocational training
grants have been available to
unemployed vouths and long-term
unemployed adults all over Italy,
according to the GOL. Before 1990,
however, the GOI gave preference to
certain regions in Italy.

In Grain-Oriented Electrical Steel, we
determined that this program was not
regionally specific and not otherwise
limited to a specific enterprise or
industry, or group of enterprises or
industries. Furthermore, we noted that
to the extent there is a regional
preference {i.e., southern Italy) in the
distribution of ESF benefits, it has not
resulted in a countervailable benefit to
the production of the subject
merchandise, which is produced in
porthern Italy.

Information provided by the GOI in
this investigation is consistent with the
information provided in Grain-Oriented
Electrical Steel. Therefore, we
determine that this program is not
limited to a specific enterprise or
industry, or group of enterprises or
industries, and therefore, is not
countervailable.

C. ECSC Article 54 Loans

Under Article 54 of the 1951 ECSC
Treaty, the European Commission
provides loans directly to iron and stee]
companies for modernization and the
purchase of new equipment. The loans
finance up to 50 percent of an
investment project. The remaining
financing needs must be met from other
sources. The Article 54 loan program is
financed by lozns taken by the
Commission, which are then re-lent to
iron and steel companies in the member
states at a slightly higher interest rate
than that at which the Commission
obtained them.

Consistent with the Department’s
finding in Grain-Oriented Electrical
Steel, we deterrnine that this program is
limited to the iron and steel industry.
As a result, loans under this program are
specific.

Of the Article 54 loans Dalmine had
outstanding during the POI, some were
denominated in U.S. dollars and others
were in Dutch guilders (“NLG”). To
determine whether the loans were
provided on terms inconsistent with
commercial considerations, we used the
benchmark interest rates for the
currencies in which the loans were
denominated. That is, for the U.S. dollar
loans we used the average interest rate
on long-term fixed-rate U.S. dollar loans
obtained in the United States, as
reported by the Federal Reserve. For the
NLG denominated loan. we used the
average long-term bond rate for private
borrowers in the Netherlands, as

reported by the Organization for
Economic Cooperation and
Development {“QECD"}.

Because the interest rates paid on
Dalmine’s Article 54 loans are higher
than the benchmark interest rates, the
Department determines that loans
provided under this program are not
inconsistent with commerciel
considerations and, therefore, not
countervailable.

D. 1989 Provisional Payment in
Connection with 1989 Equity Infusion

In March 1989, ILVA made & payment
to Dalmine in anticipation of purchasing
new shares in Dalmine. The payment
was provisional in nature because EC
authorization of the capital increase was
necessary and, if authorization was not
granted, the money would have been
repaid to ILVA. The capital increase was
not finalized until November 1989, due
to delays in EC approval. At that time,
the payment became equity capitai.

Consistent with the Department’s
position in Grain-Oriented Electrical
Steel, we determine that the funds
provided by ILVA to Daimine are
countervailable.

During the period March-November
1989, Daimine bhad use of the money
and paid no interest on it. Therefore, we
have treated the funds provided by
ILVA to Dalmine as an interest-free
short-term loan from March 1989 to
November 1989.

Because any benefit from this interest-
free loan would be allocable entirely 1o
1989, no benefit is attributable to the
POL

1, Programs Determined To Be Not
Used

We established at verification that the
following programs were not used
during the POL

1. Preferential IMI Export Financing
Under Law 227/77.

2. Preferentiol Insurance Under Law
227/77.

3. Retraining Grunts under Law 181/
8s.
4. Benefits under ECSC Article 56.
Verification

In accordance with section 776(b) of
the Act, we verified the information
used in making our final determination.
We followed standard verification
procedures, including meeting with
government and company officials,
examination of relevant accounting
records and examination of original
source documents. Our verification
results are outlined in detail in the
public versions of the verification
reports, which are on file in the Central
Records Unit (Room B—099 of the Main
Commerce Building).

Suspension of Liguidation

In accordance with our affirmative
preliminary determination, we
instructed the U.S. Customs Service to
suspend liquidation of all entries of
OCYG from Italy, which were entered or
withdrawn from warehouse for
consumption, on or afier December 2,
1994, the date our preliminary
determination was published in the
Federal Register. This final
countervailing duty determination was
aligned with the final antidumping duty
detenmination of OCTG from haly,
pursuant to section 606 of the Trade and
Tariff Act of 1984 (section 705(a)(1) of
the Act).

Under article 5, paragraph 3 of the
GATT subsidies Code, provisional
measures cannot be imposed for more
than 120 days without a final
affirmative determination of
subsidization and injury. Therefore, we
instructed the U.S. Customs Service to
discontinue the suspension of
liquidation on the subject merchandise
entered on or after April 1, 1995, but to
continue the suspension of liquidation
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of all entries, or withdrawals from
warehouse, for consumption of the
subject merchandise between November
28, 1994, and March 31, 1995. We will
reinstate suspension of liquidation
under settion 703(d) of the Act, if the
ITC issues a final affirmative injury
determination, and will require a cash
deposit of estimated countervailing
duties for such entries of merchandise
in the amounts indicated below.

OCTG
Country-Wide Ad Valorem Rate 1.47 percent
ITC Notification '

In accordance with section 705(c) of
the Act, we have notified the ITC of our
determination. The ITC will make its

determination whether these imports
materially injure, or threaten injury to,
a U.5. industry within 45 days of the
publication of this notice. if the ITC
determines that material injury or threat
of material injury does not exist, the
proceeding will be terminated and all
securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that material injury or
threat of material injury does exist, the
Department will issue 2 countervailing
duty order.

Return or Destruction of Proprietary
Information

This notice serves as the only
reminder to parties subject to

Administrative Protective Order (APQO)
of their responsibility concerning the
Teturn or destruction of proprietary
information disclosed under APO in
accordance with 19 CFR 355.34(d).
Failure to comply is a violation of the
APO.

This determination is published
pursuant to section 705(d) of the Act
and 19 CFR 355.20{2)(4).

Dated: June 29, 1985.

Susan G. Esserman,

Assistant Secretary for Import
Administration.

[FR Doc. 95-15623 Filed 6~27-95; 8:45 am]
BILLING CODE 3510-DS—F
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APPENDIX C

WITNESSES APPEARING
AT THE COMMISSION’S HEARING

C-1






Those listed below appeared as witnesses at the Commission’s public hearing on OCTG on
June 27, 1995. Public and in camera sessions were held in connection with the investigations in the
Commission’s main hearing room in Washington, D.C.

In Support of Imposition of Countervailing
and Antidumping Duties:

Panel 1

Skadden, Arps, Slate, Meagher and Flom
Washmg-ton D.C.
on behaif of

Koppel Steel Corp.

USX Corp.

U.S. Steel Group (a unit of USX Corp.)
USS/Kobe Steel Co.

Paul Wilhelm, President, U.S. Steel Group

David Lohr, General Manager, Tubular Products
Division, U.S. Steel Group

Don Dabkowski, Manager of Metallurgy and
Quality Assurance, Tubular Products Division,
U.S. Steel Group

Joe Scherrbaum, Manager for Sales and
Marketing, U.S. Steel Group

Gary Gajdzik, General Manager of Tubular
Operations, USS/Kobe Steel Co.

Bart Niemeyer, Vice President of Sales,
and Marketing, Koppel Steel Co.

Thomas McGrann, President, Tubular
Corp. of America

John J. Mangan )
Stephen J. Narkm)—OF COUNSEL

Panel 2

Schagrin Associates
Washington, D.C.
on behalf of

Bellville Tubular Corp.
IPSCO Tubular, Inc.
Maverick Tube Corp.
Lone Star Steel Co.



In Support of Imposition of Countervailing
and Antidumping Duties — Continued

Byron Dunn, Executive Vice President, Sales
and Marketing, Lone Star Steel Co.

Gregg Eisenberg, President, Maverick
Tube Corp.

Robert Pond, Vice President, Bellville
Tubular Corp.

Roger B. Schagrin )
R. Alan Luberda ) OF COUNSEL

_Panel 3

Wiley, Rein and Fielding
Washington, D.C.
on behalf of

North Star Steel Ohio
North Star Steel Co.

William Swift, General Sales Manager,
North Star Steel Ohio

Michael Ring, International Szles Manager,
North Star Steel Co.

Steven Filips, Vice President and General
Manager, North Star Steel Co.

Charles Owen Verrill, Jr. )
John R. Shane y~OF COUNSEL

Panel 4

Skadden, Arps, Slate, Meagher and Flom
Washington, D.C.
n behalf of

USX Corp.

U.S. Steel Group (2 unit of USX Corp.)
USS/Kobe Steel Co.

C-4



In Support of Imposition of Countervailing
and Antidumping Duties ~ Continued

Henry Zarrow, President, Sooner Pipe
and Supply Corp.

Denis Schmitz, Vice President Inside Sales,
Sooner Pipe and Supply Corp.

Michael R. Chaddick, President, Wilson Industries

Richard R. Stewart, Vice President and
General Manager, Vinson Supply Co.

Lewis Ketchum, President, Red Man Pipe
. and Supply Co.

John Shoaff, Manager Operations Support,
National Oilwell

John J. Mangan ) _
Stephen J. Narkin) OF COUNSEL

Panel 5 Economists’ Presentation

Joseph W. McAnneny, Ph.D., Economic Consultant,
Economists, Inc.

Robert D. Stoner, Ph.D., Economic Consultant,
Economists, Inc.

Stephen J. Narkin) _
John M. Ryan )~OF COUNSEL



In Oppeosition to the Imposition of
Countervailing and Antidumping Duties:

Panel 1

Wilmer, Cutler and Pickering
Washington, D.C.
on_behalf of

Sumitomo Meta! Industries, Ltd.
Kawasaki Steel Corp.

John D. Greenwald —~OF CQUNSEL
Economist Presentation

Dr. Bruce Malashevich, Pr&sident; ‘
Economic Consulting Services, Inc.

Willkie, Farr and Gallagher
Washington, D.C.
on behalf of

NKK Steel Corp.
MC Tubular Products, Inc.

Alan Orr, Vice President and Chief Engineer,
Helmerich & Payne International Driliing Co.

Robert Hickethier, President and CEOQ,
Hickethier & Co.

Christopher Dunn)
Daniel L. Porter )—OF COUNSEL

Panel 2

Mudge, Rose, Guthrie, Alexander
and Ferdon
Washington, D.C.
on behalf of

Siderca S.A.LC.
Siderca Corp.
TAMSA, S.A.
TAMSA Inc.

Alfredo A. Indaco, President, Siderca Corp.

Tom Behanick, Vice President of Sales,
Siderca Corp.

David P. Houlihan)

N. David Palmeter )—-OF COUNSEL
Richard G. King )
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In Opposition to the Imposition of
Countervailing and Antidumping Duties - Continued

George V. Egge, J1., PC
Washington, D.C.
on behalf of

Tubos Reunidos, S.A.

John A. Cary, President of Tubos
Reunidos America, Inc.

George V. Egge, Jr.—OF COUNSEL

Akin, Gump, Strauss, Hauser and Feld
Washington, D.C.
on behalf of

Pusan Steel Pipe Co., Ltd.

Union Steel Manufacturing Co., Ltd.
Dongbu Steel Co., Ltd.

Korea Steel Pipe Co., Ltd.

Warren E. Connelly-OF COUNSEL
Wilmer, Cutler and Pickering '
Washington, D.C.
on behalf of

Sumitomo Metal Industries, Ltd.
Kawasaki Steel Corp.

John D. Greenwald—~OF COUNSEL
Panel 3

Barnes, Richardson and Colbum
Washington, D.C.

on behalf of

Voest-Alpine Stahlrohr Kindberg, GmbH
Voest-Alpine Tubular Corp.

Fritz Oberreiter, Controller, Voest-Alpine
Stahlrohr Kindberg GmbH

Hilkka Witt, President, Voest-Alpine
Tubular Corp.

Gunter von Conrad)

Peter A. Martin  )—-OF COUNSEL
Mark T. Wasden )
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In Oppeosition to the Imposition of
Countervailing and Antidumping Duties — Continued

Rogers and Welis
Washington, D.C.
on behalf of
Dalmine S.p.A.
Ryan Trainer—OF COUNSEL
INTERESTED PARTY
Lindsay McLaughlin, Washington Representative,

International Longshoremen’s & Warehousemen'’s
Union, Washington, D.C.



APPENDIX D

COMMENTS BY THE U.S. PRODUCERS ON THE IMPACT
OF IMPORTS OF OCTG ON THEIR GROWTH,
INVESTMENT, ABILITY TO RAISE CAPITAL,

AND DEVELOPMENT AND PRODUCTION EFFORTS
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Response of U.S. producers to the following questions;

1. Since January 1, 1992, has your firm experienced any actual negative effects on its growth,
investment, ability to raise capital, or existing development and production efforts, including efforts
to develop a derivative or more advanced version of the product, as a result of imports of OCTG
(casing, tubing, and/or drill pipe) from Argentina, Austria, Italy, Japan, Korea, Mexico, and/or
Spain?

* * * * * * *

2. Does your firm anticipate any negative impact of imports of OCTG (casing, tubing, and/or drill
pipe) from Argentina, Austria, Italy, Japan, Korea, Mexico, and/or Spain?

* * * * * * *

3. Has the scale of capital investments undertaken been influenced by the presence of imports of
OCTG (casing, tubing, and/or driil pipe) from Argentina, Austria, Italy, Japan, Korea, Mexico,
and/or Spain?

* * * * * * *

4. With respect to your firm’s operations on drill pipe only, have you, since January 1, 1992, lost
sales or revenues or experienced any negative effects on your firm’s growth, investment, ability to
raise capital, or existing development and production efforts, inciuding efforts to develop a derivative
or more advanced version of the product, as a result of imports of driil pipe from Argentina,
Austria, Italy, Japan, Korea, Mexico, and/or Spain?

* * * * * * *

5. With respect to your firm’s processing/finishing operations on OCTG, have you, since January 1,
1992, lost sales or revenues or experienced any negative effects on your firm’s growth, investment,
ability to raise capital, or existing development and production efforts, including efforts to develop a
derivative or more advanced version of the product, as a result of imports of OCTG (casing, tubing,
and/or drill pipe) from Argentina, Austria, Italy, Japan, Korea, Mexico, and/or Spain?

Threaders

* ¥ * * * * *
Processors

* * * * *® * %
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Table E-1

Drill pipe: Argentine capacity, production, inventories, capacity utilization, and shipments, 1992-94,
Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

* * * * * * *

Table E-2
OCTG excluding drill pipe: Argentine capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

* * * * * * *

" Table E-3

Drill pipe: Japanese capacity, production, inventories, capacity uuhzatlon, and shipments, 1992-94,
Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

* * * * * * *

Table E4
OCTG excluding drill pipe: Japanese capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

* * * * * * *

Table E-5

Drill pipe: Mexican capacity, producuon inventories, capacity utilization, and shipments, 1992-94,
Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

® * * * * * *

Table E-6
OCTG excluding drill pipe: Mexican capacity, production, inventories, capacity utilization, and
shipments, 1992-94, Jan.-Mar. 1994, Jan.-Mar. 1995, and projected 1995-96

* * * * * * *
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SPECIALTY PRODUCTS, ALASKAN SHIPMENTS, AND
SHIPMENTS BY FINISHES






Specialty Products and Alaskan Shipments

PRODUCT 1.—~Seamless J-55 tubes (special chemistry), with carbon and alloy content necessary to
make them upgradeable by quenching and tempering to API grades N-80; L-80; or P-110, Range 2,
with an O.D. of 2-3/8 inches and weight of 4.43 pounds per linear foot.

PRODUCT 2.—Seamless J-55 tubes (special chemistry), with carbon and alloy content necessary to
make them upgradeable by quenching and tempering to API grades N-80; L-80; or P-110, Range 2,
with an O.D. of 2-7/8 inches and weight of 6.16 pounds per linear foot.

. PRODUCT 3.—Seamless J-35 tubes (special chemistry), with carbon and alloy content necessary to
make them upgradeable by quenching and tempering to API grades N-80; L-80; or P-110, Range 2,
with an O.D. of 3-1/2 inches and weight of 8.81 pounds per linear foot.

PRODUCT 4.--Seamless N-80 tubes (special chemistry), with carbon and alloy content necessary to
allow them to be normalized without quenching and tempering, with an O.D. of 2-3/8 inches and
weight of 4.43 pounds per linear foot.

PRODUCT 5.—Seamless N-80 tubes (special chemistry), with carbon and alloy content necessary to
allow them to be normalized without quenching and tempering, with an O.D. of 2-7/8 inches and
weight of 6.16 pounds per linear foot.

PRODUCT 6.—Seamiess N-80 tubes (special chemistry), with carbon and alloy content necessary to
allow them to be normalized without quenching and tempering, with an 0.D. of 3-1/2 inches and
weight of 8.81 pounds per linear foot.

PROD 7.—Extremely high sour resistance--Casing or tubing, regardless of the type of end finish
and regardless of its wall thickness, having threshold stress of not less than 85 percent of its
specified minimum yield strength under NACE TM-01-77 Method A or critical stress value of not
less than 10 under Shell Type Bent-Beam Method.

PRODUCT 8.—High-yield-strength resistance for deep well-Casing or tubing, regardless of the type
of end finish and regardless of its wall thickness, having a minimum yield strength of more than
125,000 psi.

PRODUCT 9.—Qualified high quality—Casing or tubing, regardless of the type of end finish and
regardless of its wall thickness, meeting with any of the following specifications issued by Mobil or
Shell:

Mobil Supplementary Specification for J-55 grade casing & tubing (Level II) issued
on 2/2/88; 1.-80 grade casing & wbing (Level II) issued on 2/13/87; L-80 grade
casing & tubing (Level IV) issued on 2/13/87; C-95 grade casing & tubing (Level II)
issued on 2/13/87; P-105 grade casing & tubing (Level II) issued on 2/13/87; Q-125
grade casing (Level III) issued on 2/13/87; C-90 grade casing & tubing (Level IV)
issued on 2/13/87; or T-95 grade casing & tubing (Level IV) issued on 8/16/91 with
annexed specification issued on 4/24/90; OR

Shell Offshore Inc. Specification for controlled yield, high toughness P-110 grade
casing & tubing,



PRODUCT 10.—Heavy wall—-Casing or tubing, regardless of the type of end finish, having a wall
thickness of more than one (1) inch and satisfying neither the Mobil Supplementary Specifications
nor the Shell Offshore Inc. Specification listed for PRODUCT 9.

PRODUCT 11.-Unfinished (not upset, heat treated (if needed), and/or tool joined) heavy-weight drill
pipe (a seamless, heavy-walled tubular product generally made of carbon-grade steel, with an O.D.
of 4 inches or greater and a wall thickness of 1 inch or greater).

PRODUCT 12.—-Unfinished (not upset, heat treated (if needed), and/or tool joined) standard-weight
drill pipe (not meeting the criteria specified in PRODUCT 11).

PRODUCT 13.—-Mill-finished heavy-weight drill pipe with tool joint,
PRODUCT 14 —Mill-finished standard-weight drill pipe with tool joint.

PRODUCT 15.—Casing, tubing, or drill pipe shipped to Alaska which are required to meet any of
the following "critical service” requirements: high collapse resistance (20 percent or more higher
than API standards); low temperature impact resistance (high impact toughness that absorbs notch
impact energy of 20 ft-Ibs. at minimum and 25 ft-lbs. on average, for service at minus 50 degrees
Fahrenheit); or premium joints (high gas seal and torque integrity).

PRODUCT 16.—Casing, tubing, or drill pipe shipped to Alaska which are NOT required to meet any
of the "critical service" requirements listed for PRODUCT 15. '

Table F-1

Specialty products: U.S. shipments of domestic product, U.S. shipments of imports, by sources, and
apparent U.S. consumption, by products, 1992-94, Jan.-Mar, 1994, and Jan.-Mar, 1995

* * *® * * * *

Table F-2

Alaskan shipments: U.S. shipments of domestic product, U.S. shipments of impoxts, by sources,
and apparent U.S. consumption of OCTG shipments to Alaska, by products, 1992-94, Jan.-Mar.
1994, and Jan.-Mar. 1995
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Table F-3

OCTG: U.S. shipments of imports, by finishes and by sources, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan -Mar_—
Item 1992 1993 1994 1994 1995
Quantity (short tons)
Unfinished:
Argentina ................ *xk kKX ES 4 E+ 1 2 3
Austria . . .. ... .. ... *x* *EX *x *xk *k
Baly ... ET g *Ex *kk %%
Japan .................... Rk L 3 & ER¥E 1 3 ki
Korea (LTF'V') ______________ KEx E L 4 LS 3 L X+ 3 L 23 3
Mexico ... ..ottt ¥ *xx i k¥ **x
Spain . ............. . ..., ihiad A il *E® *Ex
Subtotal ................. 41,648 50,190 85,983 23,934 0,237
Other sources . . ... .. cve v .. 26,587 31.445 31,725 5,317 6,936
Total .. ........c¢cvi..... 68,235 121,645 117,708 29,251 16,173
Finished:
Argentina . ................ k% *%x xkk il *xx
Austria ................... *¥xE FEXx *Ex E 1+ 1] rKEx
aly .................... *xE *kx *ax Rt *xx
]’apan ___________________ E L3 EE 2 b3 3 ] *xEx £ 3
Korea (I‘TFV) ............. *EX kkE Kk *k% L2 33
Mexico .........co0ue... *+x *xx Xk %% 5%
Spail . . ... *x% £ Exx *xx *xx
Subtotal ... .............. 90,378 170,495 157,607 40,905 19,972
Othersources . .............. 9.401 19,152 34.023 8.297 10.503
Total . .........¢ccouv.... 99 779 189,647 191,630 49,202 30,475
Total:
Argenﬁna ________________ FEXK E = 4 L3 4 £ 1 33 *EXx
Austria ................... xkx E 3 2 xEE L+ 3] *xkE
Italy ___________________ EEE xER wEx k¥ *x%
Japm __________________ L 3 =+ ExE x¥E kg Xk
Korea (I.'[FV) ______________ X% xkE 2 3 *kk *EX
MeXicO .. ......¢c0cnvununn 5% XX *EF *xx Fak
sPain .................. xEE E 3 *KE *kx xkE
Subtotal ................. 132,026 260,685 243,590 64,839 29,209
Othersources . . .....-..0-... 88 50,607 65,748 13.614 17,439
Total .......... ... ... 168 014 311,292 338 78.453 46
Contimued on the following page.
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Table F-3 — Continued

OCTG: U.S. shipments of imports, by finishes and by sources, 1992-94, Jan.-Mar. 1994, and Jan.-Mar. 1995

Jan.-Mar.—
Item 1992 1993 1994 1994 1995
Unit value (per short ton)
Unfinished
Argenﬁna ............... EE 13 ES 13 L 1 E 1 L+ 1
Austria . .. ... ... ..., x b *rx b k%
Italy ................... ) 14 *EX *kk E £ 2 5 RER
Japan . ... ... ... ... oL %k xEx i *xx kK
Korea (LTFV) _____________ ¥k E 4 13 ¥k E 3 3 FEF
COMexico ... e e b *E* *EE o %
Spain ____________________ kxk REx E + 1 Kk e
Subtotal ................. 864.96 710.01 728.53 763.68 729.67
Othersources . ... ...« cu.... 698.24 639.04 605.11 684.22 769.75
Total ..........cnocuvuu... 800.00 691.66 695.26 749.24 746.86
Finished:
Argentina ................. ¥k kX E+ 13 E 3 E 3 2
Austria . . ... ... ... ... *xk ik k% i *xx
Italy .................... FEXx L&+ 4 b ek E 1 13
Japan . .. ....... ... ... ... % kEE it *&k *kx
KOfea (L"I'FV) .............. L33 k¥ E £ 35 *E¥X xEX
Mexico ........cievieunn.. >k % b b **
Spain . ... Ex wEF s Xk Kk
Subtotal ................. 956.48 870.83 815.33 822.98 891.00
Other sources . . . ......-..... 921.71 £73.80 788.11 711.58 812.72
Total ......iveveenennnn. 953.21 871.13 810.49 804.19 864.02
Total:
Argenﬁna ................. Lt = 3 k% E+ 3 E 3 % 3 CXxkE
Ausuia .............. e ek XX E 3 S E 3 3 3 sk
Italy ................... REER *kk ik *Ek *Ex
Japam . . . . ... ... .. . *Ex i *xE *xx hiad
Korea (LTFV) .............. *x¥ £xx e X% xxk
Mexico .................. *E¥xk xEx XX E 1 =] E+ £ 3
Spain . ........ . i, havian X i i kX
Subtotal ................. 927.61 815.19 784.69 801.09 839,98
Othersources . . ............. 756.61 727.88 699 .81 700.90 795.63
Total . .....coviiieinnnn. 890.99 801.00 166.65 783.70 823.40

Source: Compiled from data submitted in response to Commission questionnaires.
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