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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation Nos. 701-TA-469 and 731-TA-1168 (Final)

CERTAIN SEAMLESS CARBON AND ALLOY STEEL
STANDARD, LINE, AND PRESSURE PIPE FROM CHINA

DETERMINATION

On the basis of the record* developed in the subject investigations, the United States International
Trade Commission (Commission) determines, pursuant to sections 705(b) and 735(b) of the Tariff Act of
1930 (19 U.S.C. § 1671d(b)) and (19 U.S.C. § 1673d(b)) (the Act), that an industry in the United States is
threatened with material injury by reason of imports from China of certain seamless carbon and alloy steel
standard, line, and pressure pipe (“seamless SLP pipe™), provided for in subheadings 7304.19.10,
7304.19.50, 7304.31.30, 7304.31.60, 7304.39.00, 7304.51.50, 7304.59.60, and 7304.59.80 of the
Harmonized Tariff Schedule of the United States, that the U.S. Department of Commerce has determined
are subsidized and sold in the United States at less than fair value (“LTFV”).23

BACKGROUND

The Commission instituted these investigations effective September 16, 2009, following receipt
of a petition filed with the Commission and Commerce by U.S. Steel Corp, Pittsburgh, PA and V&M Star
L.P., Houston, TX.* The final phase of the investigations was scheduled by the Commission following
notification of preliminary determinations by Commerce that imports of seamless SLP pipe from China
were subsidized within the meaning of section 703(b) of the Act (19 U.S.C. § 1671b(b)) and dumped
within the meaning of 733(b) of the Act (19 U.S.C. 8 1673b(b)). Notice of the scheduling of the final
phase 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 notice in the Federal Register on May 11, 2010 (75 FR 26273).
The hearing was held in Washington, DC, on September 14, 2010, and all persons who requested the
opportunity were permitted to appear in person or by counsel.

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

2 Commissioner Charlotte R. Lane determines that the domestic seamless SLP pipe industry is materially injured
by reason of imports of the subject merchandise from China.

% Chairman Deanna Tanner Okun, Commissioner Daniel R. Pearson, Commissioner Shara L. Aranoff,
Commissioner Irving A. Williamson, and Commissioner Dean A. Pinkert determine that they would not have found
material injury but for the suspension of liquidation.

* On September 25, 2009, the petition was amended to add TMK IPSCO and The United Steel, Paper and
Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Worker International Union (“USW”) as
additional petitioners.






VIEWS OF THE COMMISSION

Based on the record in the final phase of these investigations, we determine that an industry in the
United States is threatened with material injury by reason of imports of certain seamless carbon and alloy
steel standard, line, and pressure pipe (“seamless SLP pipe™) from the People’s Republic of China
(*China”) that the U.S. Department of Commerce (“Commerce”) has found to be sold in the United States
at less than fair value (“LTFV”) and subsidized by the Government of China.!

l. BACKGROUND

The petition in these investigations was filed on September 16, 2009, by U.S. Steel Corporation
(*U.S. Steel”) and V&M Star L.P. (“V&M Star”); the petition was amended on September 25, 2009, to
add as petitioners TMK IPSCO and The United Steel, Paper and Forestry, Rubber, Manufacturing,
Energy, Allied Industrial and Service Workers International Union (“USW”) (collectively “Petitioners”).?
U.S. Steel has seamless SLP pipe production facilities in Fairfield, Alabama, and Lorain, Ohio.* V&M
Star has seamless SLP pipe production facilities in Houston, Texas, and Youngstown, Ohio.* TMK
IPSCO has seamless SLP pipe production facilities in five U.S. locations.> Representatives from U.S.
Steel, V&M Star, TMK IPSCO, and the USW appeared at the hearing accompanied by counsel and
submitted prehearing and posthearing briefs.® Another domestic producer of seamless SLP pipe, Wyman-
Gordon Forgings, Inc. (“Wyman-Gordon”), submitted a prehearing brief, and a representative appeared
on its behalf at the hearing.

Representatives and counsel for Chinese producers Hengyang Valin Steel Tube Co., Ltd.
(*Hengyang Valin”), Baosteel Group Corporation (“Baosteel”), Tianjin Pipe (Group) Corporation, and
U.S. importer Baosteel America, Inc. (“Baosteel””) appeared at the hearing and submitted prehearing and
posthearing briefs.

The Commission sent questionnaires to 14 firms identified as possible U.S. producers of seamless
SLP pipe and received eight responses.” The responding producers accounted for all or virtually all
known U.S. production of seamless SLP pipe in 2009.2

The Commission sent questionnaires to 119 firms believed to be importers of subject seamless
SLP pipe, based on information provided in the petition and information provided by U.S. Customs and
Border Protection.® Usable questionnaire responses were received from 31 companies.’® Questionnaire
responses were received from U.S. importers accounting for 90.6 percent of total seamless SLP pipe
imports from China in 2009."*

! Commissioner Lane determines that the domestic industry is materially injured by reason of subject imports.
See Separate Views of Commissioner Charlotte R. Lane. She joins in parts I-V of these Views.

2CR/PR at I-1.

® CR/PR at Table I11-1.

* CR/PR at Table I11-1.

> CR/PR at Table IlI-1.

® V&M Star, TMK IPSCO, and the USW filed joint prehearing and posthearing briefs.

"U.S. Steel, V&M Star, TMK IPSCO, The Timken Company (“Timken”), Wheatland Tube Co. (“Wheatland”),
Michigan Seamless, Plymouth Tube (limited information only), and Wyman-Gordon. CR/PR at Table 111-1.

8 CR/PR at Table I11-1.

°CR/PR at IV-1.

10 CR/PR at IV-1.

11 CR/PR at Table V-1 contains a list of the 31 importers of record responding to the Commission’s
questionnaire, as well as each importer’s share of imports in 2009.

3



The Commission sent foreign producer questionnaires to 84 Chinese firms believed to be
producing seamless SLP pipe.*? Four firms provided usable responses.® The quantity of seamless SLP
pipe exports to the United States reported by these four firms was equivalent to approximately one-third
of U.S. imports of seamless SLP pipe from China in 2009, but was lower for other parts of the period
examined.* Accordingly, the quantity of seamless SLP pipe exports to the United States reported by the
four responding firms was equivalent to less than one-quarter of U.S. imports of seamless SLP pipe from
China for the period from January 2007 to June 2010.% ¢

1. DOMESTIC LIKE PRODUCT
A. In General

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of imports of the subject merchandise, the Commission first defines the
“domestic like product” and the “industry.”’ Section 771(4)(A) of the Tariff Act of 1930, as amended
(“the Tariff Act”), defines the relevant domestic industry as the “producers as a whole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”*® In turn, the Tariff Act defines “domestic
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 decision regarding the appropriate domestic like product(s) in an investigation is a factual
determination, and the Commission has applied 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

2 CRat VII-6, PR at VII-5.

18 Data for these Chinese respondents are presented in CR/PR at Table VI1I-3.

1 CR/PR at Tables VII-4 & C-1. The quantity of seamless SLP pipe exports to the United States reported by
these firms was equivalent to approximately *** percent of U.S. imports of seamless SLP pipe from China in 2007
and *** percent of U.S. imports from China in 2008. Id.

1 CRat VII-7, PR at VII-5; Compare CR/PR at Tables VII-4 & I1V-2.

16 Chairman Okun notes that the statute authorizes the Commission to take adverse inferences but such
authorization does not relieve the Commission of its obligation to consider the record evidence as a whole in making
its determination. See 19 U.S.C. 8 1677e. She generally gives credence to the facts supplied by the participating
parties and certified by them as true, but bases her decision on the evidence as a whole, and does not automatically
accept participating parties’ suggested interpretations of the record evidence. Regardless of the level of
participation, the Commission is obligated to consider all evidence relating to each of the statutory factors and may
not draw adverse inferences that render such analysis superfluous. “In general, the Commission makes
determinations by weighing all of the available evidence regarding a multiplicity of factors relating to the domestic
industry as a whole and by drawing reasonable inferences from the evidence it finds most persuasive.” Statement of
Administrative Action (“SAA”) on Uruguay Round Agreements Act (“URAA”), H.R. Rep. 103-316, Vol. | at 869
(1994).

719 U.S.C. § 1677(4)(A).

19 U.S.C. § 1677(4)(A).

919 U.S.C. §1677(10).

0 See, e.q., Cleo, Inc. v. United States, 501 F.3d 1291, 1299 (Fed. Cir. 2007); NEC Corp. v. Department of
Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel Corp. v. United States, 19 CIT 450, 455
(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) (“every like product determination ‘must be made on the particular record at issue” and the ‘unique facts
of each case’”). The Commission generally considers a number of factors including the following: (1) physical
characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) customer and producer perceptions

(continued...)




may consider other factors it deems relevant based on the facts of a particular investigation. The
Commission looks for clear dividing lines among possible like products and disregards minor variations.??
Although the Commission must accept the determination of the U.S. Department of Commerce
(“Commerce”) as to the scope of the imported merchandise subsidized or sold at LTFV,? the Commission
determines what domestic product is like the imported articles Commerce has identified.?

B. Product Description

Commerce has defined the scope of these investigations as follows:

Certain seamless carbon and alloy steel (other than stainless steel) pipes and redraw
hollows, less than or equal to 16 inches (406.4 mm) in outside diameter, regardless of
wall-thickness, manufacturing process (e.g., hot-finished or cold-drawn), end finish (e.g.,
plain end, beveled end, upset end, threaded, or threaded and coupled), or surface finish
(e.g., bare, lacquered or coated). Redraw hollows are any unfinished carbon or alloy steel
(other than stainless steel) pipe or “hollow profiles” suitable for cold finishing operations,
such as cold drawing, to meet the American Society for Testing and Materials (“ASTM”)
or American Petroleum Institute (“API”) specifications referenced below, or comparable
specifications. Specifically included within the scope are seamless carbon and alloy steel
(other than stainless steel) standard, line, and pressure pipes produced to the ASTM A-53,
ASTM A-106, ASTM A-333, ASTM A-334, ASTM A-589, ASTM A-795, ASTM A-
1024, and the API 5L specifications, or comparable specifications, and meeting the
physical parameters described above, regardless of application, with the exception of the
exclusion discussed below.

Specifically excluded from the scope of the investigation are: (1) all pipes meeting
aerospace, hydraulic, and bearing tubing specifications; (2) all pipes meeting the
chemical requirements of ASTM A-335, whether finished or unfinished; and (3)
unattached couplings. Also excluded from the scope of the investigation are all
mechanical, boiler, condenser and heat exchange tubing, except when such products

20 (,.continued)
of the products; (5) common manufacturing facilities, production processes, and production employees; and, where
appropriate, (6) price. See Nippon, 19 CIT at 455 n.4; Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’|
Trade 1996).

2! See, e.q., S. Rep. No. 96-249 at 90-91 (1979).

22 Nippon, 19 CIT at 455; Torrington, 747 F. Supp. at 748-49; see also S. Rep. No. 96-249 at 90-91 (1979)
(Congress has indicated that the like product standard should not be interpreted in “such a narrow fashion as to
permit minor differences in physical characteristics or uses to lead to the conclusion that the product and article are
not ‘like” each other, nor should the definition of ‘like product’ be interpreted in such a fashion as to prevent
consideration of an industry adversely affected by the imports under consideration.”).

2 See, e.0., USEC, Inc. v. United States, 34 Fed. Appx. 725, 730 (Fed. Cir. 2002) (“The ITC may not modify the
class or kind of imported merchandise examined by Commerce.”); Algoma Steel Corp. v. United States, 688 F.
Supp. 639, 644 (Ct. Int’l Trade 1988), aff’d, 865 F.3d 240 (Fed. Cir.), cert. denied, 492 U.S. 919 (1989).

24 Hosiden Corp. v. Advanced Display Mfrs., 85 F.3d 1561, 1568 (Fed. Cir. 1996) (Commission may find a single
like product corresponding to several different classes or kinds defined by Commerce); Cleo, 501 F.3d at 1298 n.1
(“Commerce’s {scope} finding does not control the Commission’s {like product} determination.”); Torrington, 747
F. Supp. at 748-52 (affirming Commission determination of six like products in investigations where Commerce
found five classes or kinds).




conform to the dimensional requirements, i.e., outside diameter and wall thickness of
ASTM A-53, ASTM A-106 or API 5L specifications.?® 2

Seamless SLP pipe is used for the transmission of oil and natural gas; in chemical, petrochemical,
and refinery facilities; and in mechanical applications for general construction. Seamless standard pipe is
intended for the low temperature and pressure conveyance of water, steam, natural gas, air, and other
liquids and gases in plumbing and heating systems, air conditioning units, automatic sprinkler systems,
and other related uses.?” Seamless line pipe is produced to the API 5L specification and is intended for
the conveyance of oil and natural gas or other fluids in pipelines, transmission lines, or gathering lines.?
Seamless pressure pipe is commonly produced to the ASTM A-106 specification (covering seamless
carbon steel pipe for higher temperature service) and is intended for the conveyance of water, steam,
petrochemicals, chemicals, oil products, natural gas, and other liquids and gases in industrial piping

% Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Final Determination of Sales at Less Than Fair Value and Critical Circumstances, in Part, 75 Fed. Reg. 57449
(Sept. 21, 2010); Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s
Republic of China: Final Affirmative Countervailing Duty Determination, Final Critical Circumstances
Determination, 75 Fed. Reg. 57444 (Sept. 21, 2010

% The scope of these investigations has been modified over the course of this proceeding. As filed, the petition
specifically excluded boiler and mechanical tubing if such products are not produced to ASTM A-53, ASTM A-106,
ASTM A-333, ASTM A-334, ASTM A-335, ASTM A-589, ASTM A-795, and API 5L specifications and are not
used in standard, line, or pressure pipe applications. Commerce’s notices of initiation did not retain the language
regarding the exclusion of boiler and mechanical tubing based on end-use applications. Subsequently, in
Commerce’s preliminary determination of sales at LTFV, the issue of boiler and mechanical tubing was discussed
further, and Commerce stated that “if a product conforms to the specifications in the scope or a comparable
specification, and it meets the physical parameters identified in the scope, it is covered by the scope of the
investigation.” However, on June 23, 2010, following a letter filed jointly by Petitioners and Respondents,
Commerce issued a memorandum stating it was considering modifying the scope language to include the following
sentence:

“Also excluded from the scope of the investigation are all mechanical, boiler, condenser and heat
exchange tubing, except when such products conform to the dimensional requirements, i.e.,
outside diameter and wall thickness of ASTM A-53, ASTM A-106 or API 5L specifications.”

In addition, on August 19, 2010, Commerce issued a memorandum in response to a request by Petitioners
that Commerce exclude from the scope of the investigation seamless SLP pipe produced to the ASTM A-335
specification. Commerce indicated that it was planning to remove the reference to ASTM A-335 from the list of
specifications within the scope and add the following language to the scope:

“Also excluded from the scope of the investigation are all pipes that meet the chemical
requirements of ASTM A-335 whether finished or unfinished.”

The exclusions of mechanical and boiler tube and ASTM A-335 pipe were incorporated into the final scope
language identified above in Commerce’s final determinations.

CRat1-11to I-12, PR at I-8 to I-9.

2’ CRat I-14, PR at 1-10. Seamless standard pipe is most commonly produced to the ASTM A-53 specification
and generally is not intended for high temperature service. If exceptionally low temperature uses or conditions are
anticipated, standard pipe may be manufactured to ASTM A-333 or ASTM A-334 specifications.

% CRat1-15, PRat I-11.



systems.” Seamless pressure pipe may carry these substances at elevated pressures and temperatures and
may be subject to the application of external heat.*® Seamless SLP pipe is commonly produced and
certified to meet all of the most common standard, line, and pressure pipe requirements (i.e.,
multiple-certified or multiple stenciled)® to avoid separate production runs and to allow distributors to
maintain a single inventory of “quad-stenciled” pipe for multiple applications.*

C. Analysis

In the preliminary phase of these investigations, the Commission found that all seamless SLP
pipe is used in the same general applications (i.e., the transmission of fluids or gas under pressure), shares
common physical characteristics, is manufactured to the same specifications, and is sold through the same
channels of distribution. In addition, it found that customers and producers generally do not perceive
small diameter and large diameter seamless SLP pipe as two distinct product groups with a clear dividing
line at 4.5 inches in outside diameter.*®* The Commission thus found there was no clear dividing line at
4.5 inches in outside diameter and identified a single domestic like product, consisting of all seamless
SLP pipe less than or equal to 16 inches in outside diameter, that was co-extensive with the scope of the
investigations.

In the final phase of these investigations, U.S. Steel and V&M Star argue that the Commission
should again find one domestic like product comprised of all seamless SLP pipe less than or equal to 16
inches in outside diameter that is coextensive with Commerce’s scope.®® Chinese Respondent Hengyang
Valin argues that the Commission should define two domestic like products comprised of “small
diameter” seamless SLP pipe less than or equal to 4.5 inches in outside diameter and “large diameter”
seamless SLP pipe greater than 4.5 inches and less than or equal to 16 inches in outside diameter.® ¥’

¥ CRat-15, PRat I-11.

% Seamless pressure pipe sold in the United States is commonly produced to the ASTM A-106 standard. Alloy
pipe made to the ASTM A-335 standard must be used if temperatures and stress levels exceed those allowed for
ASTM A-106. CR at I-15, PR at I-11.

% CRatl-15, PR at I-11.

%2 Quadruple certification is referred to as a “quad stencil,” whereby manufacturers put four stencils, or markings,
on the pipe to show that it has been produced to meet the requirements and tests pursuant to the respective
specifications — ASTM A-53, ASTM A-106, API 5L grade B, and API 5L X-42. CRatl-15 & n.22, PRat I-11 &
n.22.

% Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from China, Inv. Nos. 701-TA-469
& 731-TA-1168 (Preliminary), USITC Pub. 4106 at 9 (Nov. 2006) (“Preliminary Determinations™).

% Preliminary Determinations at 9.

% U.S. Steel Prehearing Br. at 5-8; V&M Star Prehearing Br. at 13-14.

% Hengyang Valin Prehearing Br. at 3-7.

% In support of its proposed definitions, Hengyang Valin cites the Commission’s like product findings in Certain
Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from Japan and South Africa, USITC Pub. 3311,
731-TA-847 and 850 (Final) (June 2000). We note, however, that Commission determinations are sui generis, and
like product determinations are based on the record of each investigation. See e.g., Citrosuco Paulista, S.A. v.
United States, 704 F. Supp. 1075, 1087-88 (CIT 1988); Asociacion Colombiana de Exportadores de Flores v. United
States, 693 F. Supp 1165, 1669 n.5 (CIT 1988). We note that, in the 2000 investigations of seamless SLP pipe from
Japan and South Africa, the petitions defined two separate scopes: (1) seamless pipe less than or equal to 4.5 inches
in outside diameter, and (2) seamless pipe greater than 4.5 inches and up to and including 16 inches in outside
diameter. Therefore, given that Commerce found two scopes, the starting point for the Commission’s like product
analysis was different. Furthermore, Petitioners requested that the Commission find two domestic like products,
defined as co-extensive with the two scopes, and the Respondents did not object. In addition, the Commission’s
final importer and purchaser questionnaires did not collect information on like product factors. In its final




Physical Characteristics and Uses

Responding U.S. producers observed that small diameter seamless SLP pipe and large diameter
seamless SLP pipe have different size ranges, which can affect the flow rate.® Otherwise, U.S. producers
reported that small diameter and large diameter seamless SLP pipe had similar physical characteristics
and uses, although the large diameter may be used more intensively in pipeline applications than the
smaller diameter pipe.** U.S. purchasers similarly noted few physical differences other than diameter,
although two indicated that small diameter SLP pipe is available in shorter lengths.*°

As the Commission found in the preliminary phase of these investigations, both small and large
diameter pipe are generally used for the transmission of fluids or gas under pressure, and no new evidence
has been developed to the contrary in this final phase.** Although several purchasers indicated that small
diameter seamless SLP pipe may be used more intensively in higher pressure applications than large
diameter seamless SLP pipe, the record does not demonstrate that 4.5 inches represents a clear dividing
line between end uses.*?

Interchangeability

Both U.S. producers and U.S. purchasers noted that small diameter seamless SLP pipe and large
diameter seamless SLP pipe generally are not interchangeable due to the size requirements of the finished
pipe, although these same limitations also are present within the “small” and “large” categories.*®
Exceptions were noted around 4.5 inches in outside diameter size and to a limited degree with respect to
thicker-walled small diameter pipe, which can accommodate a higher flow rate than can be
accommodated by thinner-walled large diameter pipe.* *°

Channels of distribution
The parties agree, and purchaser questionnaire responses collected in these final phase

investigations confirm, that both small diameter seamless SLP pipe and large diameter seamless SLP pipe
are sold primarily through distributors.*

determination, the Commission found, consistent with the two separate scopes, that small diameter and large
diameter seamless SLP pipe constituted separate domestic like products. USITC Pub. 3311 at 4-5.

¥ CRat I-25, PR at I-18.

® CRat 1-25, PR at 1-18.

“ CR at I-25, PR at I-18

“ CRat I-25, PR at I-18.

“2 CR at 1-25, PR at 1-18.

“ CRat 1-27, PR at I-19.

“ CRat1-27, PR at I-19.

5 We note that “[a] lack of interchangeability between products at either end of a continuum is not inconsistent
with a finding of a single domestic like product when the products are all part of a continuum.” Outboard Engines
from Japan, Inv. No. 731-TA-1069 (Preliminary), USITC Pub. 3673 (March 2004) at 8, n. 40; see also Certain Off-
the-Road Tires from China, Inv. Nos. 701-TA-448 and 731-TA-1117 (Final), USITC Pub. 4031 (August 2008) at 9
(“This factor is, however, of limited use in assisting the Commission with making its finding because, in an industry
in which there are literally thousands of products, each is designed for a specific use. As such the lack of
interchangeability does not provide strong guidance as to whether a clear dividing line exists.”); Citric Acid and
Certain Citrate Salts from Canada and China, Inv. Nos. 701-TA-456 and 731-TA-1151-1152 (Preliminary), USITC
Pub. 4008 (June 2008) at 11.

* CRat 1-27, PR at I-19.




Common Manufacturing Facilities, Production Processes, and Production Employees

During the period for which data were collected, U.S. Steel and Timken manufactured both small
diameter seamless SLP pipe and large diameter seamless SLP pipe in the United States. Timken’s
operations in Canton, OH produce seamless tubular products (primarily mechanical tubing, as well as
pressure pipe and drill pipe) on three piercing mills.*” The plant’s overall production capability ranges
from 1.9 inches to 13 inches in diameter.®® U.S. Steel produces seamless SLP pipe ranging from 4.5 to
9.875 inches outside diameter at its facility in Fairfield, AL.*®* U.S. Steel produces both small diameter
seamless SLP pipe and large diameter seamless SLP pipe at its facility in Lorain, OH, but in different
mills on different equipment.*®® In their questionnaire responses, U.S. producers generally indicated that
the production processes for small and large diameter seamless SLP pipe are similar, but that the
dimensions of the mill equipment limit the degree of overlap on the same production lines.** U.S.
purchasers also noted a general similarity in production processes, although several noted that some small
diameter pipe is cold drawn.®

Producer and Customer Perceptions

U.S. producers reported in their questionnaire responses that their perceptions of small diameter
and large diameter seamless SLP pipe were similar.®® Responding U.S. purchasers largely agreed,
although several noted that their perceptions of small diameter and large diameter seamless SLP pipe
were dependent upon the dimensions required for a particular end-use application.>

Price

To the extent that U.S. producers identified price differences, small diameter seamless SLP pipe
was considered to be priced higher than large diameter seamless SLP pipe.> Purchasers identified this
relationship with greater frequency, but primarily emphasized the higher prices of pipe in diameters of
two inches or less (but also, in some instances, in larger diameters such as those greater than ten inches).>®

Conclusion

As in the preliminary phase, the record in the final phase of these investigations indicates that
there is not a clear dividing line at 4.5 inches in outside diameter for seamless SLP pipe. In particular, the
record reflects that small diameter seamless SLP pipe and large diameter seamless SLP pipe possess
similarities and differences with respect to uses and common manufacturing facilities/employees, but
mostly similarities with respect to physical characteristics, channels of distribution, manufacturing
methods, customer and producer perceptions, and price.

*CR at I-25, PR at I-18.
*® CRat 1-25, PR at I-18.
“ CRat I-26, PR at 1-18.
' CR at I-26, PR at I-18.
' CR at I-26, PR at I-19.
2 CR at 1-26, PR at I-19.
% CRat1-27, PR at 1-19.
> CRat 1-27, PR at I-19.
» CRat 1-28, PR at I-20.
% CR at 1-28, PR at I-20.



Small diameter seamless SLP pipe and large diameter seamless SLP pipe share nearly all physical
characteristics and are made to common specifications from identical grades of carbon and alloy steel.>
Differences in outside diameter size represent the only physical distinction between small diameter and
large diameter seamless SLP pipe, but that factor is also present within the small diameter and large
diameter groups.*® Both small diameter pipe and large diameter pipe are generally used for the
transmission of fluids or gas under pressure.®® Domestic producers accounting for a substantial portion of
seamless SLP pipe production manufactured both small diameter and large diameter pipe, with two
producers manufacturing both size ranges in a single mill on the same types of equipment.®® Because
purchasers generally seek seamless SLP pipe that meets a particular ASTM/API or proprietary
specification, different sizes of seamless SLP pipe generally will not be substitutable for each other in
particular end uses.®* All seamless SLP pipe is sold through the same channels of distribution, principally
through distributors, with the remainder to end users.®? Prices for seamless SLP pipe vary based on a
number of factors, although the data are mixed regarding the existence of any relationship between price
and diameter.®® Although customers and producers perceive small diameter pipe and large diameter pipe
as different insofar as they are not generally interchangeable, they do not perceive them to be two distinct
product groups with a clear dividing line at 4.5 inches in outside diameter.*

Accordingly, for the above reasons, we find a single domestic like product consisting of all
seamless SLP pipe less than or equal to 16 inches in outside diameter that is co-extensive with
Commerce’s scope.®

 CRat1-24, PRat 1-17.

% CRat 1-24 to 1-25, PR at I-17 to I-18.

¥ CRat1-25, PR at I-18.

% CRat I-25 to 1-26, PR at 1-18. The two domestic producers that manufacture both small diameter seamless SLP
pipe and large diameter seamless SLP pipe, U.S. Steel and Timken, accounted for *** percent of total seamless pipe
production in 2009. CR/PR at Table I11-1.

8 CRat1-27, PR at 1-19.

2 CRat 1-27, PR at 1-19.

8 CRat 1-28, PR at 1-19.

# CRat1-27, PR at 1-19.

% On February 4, 2010, the Commission received a letter from Wyman-Gordon requesting that seamless SLP
pipe made to the ASTM A-335 specification be considered as a separate domestic like product. CR at 1-24, PR at I-
17. In light of Wyman-Gordon’s request, the Commission collected separate data for pipe made to the ASTM A-335
specification and for all seamless SLP pipe. In its prehearing brief, Wyman-Gordon argued that the Commission
should find that seamless SLP pipe produced to the ASTM A-335 specification is a separate domestic like product
and that the Commission should reach a negative determination with respect to seamless SLP pipe made to the A-
335 specification in the absence of any significant adverse impact on the domestic industry producing such pipe.

See e.g., Wyman-Gordon Prehearing Br. at 4-10. Commerce, however, subsequently amended its scope language
specifically to exclude SLP pipe made to the ASTM A-335 specification. See e.g., CR at I-24, PR at I-17. Given
that Commerce has narrowed the scope language, we cannot decide the issue posed by Wyman-Gordon without first
reaching the threshold question of whether to broaden the domestic like product to include domestically produced
ASTM A-335 pipe. No party has advocated such an expansion and Wyman-Gordon’s arguments that ASTM A-335
pipe should be treated as a separate like product weigh against expansion. Without intending to pre-judge how we
would decide the issue in another investigation, we determine not to broaden the like product to include ASTM A-
335 in these investigations. In light of our determination not to expand the like product, Wyman-Gordon’s argument
for a separate like product determination is rendered moot.

Separately, Toyota Tsusho America, Inc. (“TAI”) requested that “the Commission publicly confirm that the
injury determination it makes regarding SLP pipe from China does not include mechanical/boiler tubing products as
like products, except those particular products used in SLP pipe applications.” TAI’s Prehearing Br. at 1. We note
that TAI has not argued that mechanical/boiler tubing products constitute a separate domestic like product under the
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1. DOMESTIC INDUSTRY

The domestic industry is defined as the domestic “producers as a whole of a domestic like
product, or those producers whose collective output of a domestic like product constitutes a major
proportion of the total domestic production of the product.”®® In 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.
Based on our definition of the domestic like product, we define a single domestic industry consisting of
all domestic producers of seamless SLP pipe less than or equal to 16 inches in outside diameter.®’ %

V. LEGAL STANDARDS
A. In General

In the final phase of antidumping and countervailing duty investigations, the Commission
determines whether an industry in the United States is materially injured or threatened with material
injury by reason of the imports under investigation.®® In making this determination, the Commission must
consider the volume of subject imports, their effect on prices for the domestic like product, and their
impact on domestic producers of the domestic like product, but only in the context of U.S. production
operations.” The statute defines “material injury” as “harm which is not inconsequential, immaterial, or
unimportant.”” In assessing whether the domestic industry is materially injured by reason of subject
imports, we consider all relevant economic factors that bear on the state of the industry in the United

traditional six-factor like product analysis. Rather, it appears that TAI sought to preserve a domestic like product
argument in the event that Commerce did not exclude mechanical/boiler tubing products from the scope. TAI’s
Prehearing Br. at 1 n.2. Because Commerce excluded mechanical/boiler tubing from the scope, we find TAI’s
request to be moot.

19 U.S.C. § 1677(4)(A).

7 CR/PR at Table 111-1.

8 We find no basis to exclude any producer from the domestic industry under the statute’s related party
provision, 19 U.S.C. § 1677(4)(A), and no party has argued that any producer should be excluded. In the final
phase of these investigations, *** qualifies as a related party because it directly imported subject merchandise during
the period examined. Nevertheless, as we found in the preliminary phase of these investigations, appropriate
circumstances do not exist to exclude *** from the domestic industry because it supports the petition, its interests
appear to be primarily in domestic production (particularly given that it ceased importing the subject merchandise in
2007), and no party has argued for its exclusion from the domestic industry.

*** |ikely qualifies as a related party because it appears to be under the control of a company that also controls
a firm that exports seamless SLP pipe from China to the United States. *** parent company, ***, acquired a ***
percent ownership interest in ***, which produces seamless SLP pipe in China and exports it to the United States.
The *** percent ownership stake probably gives *** a significant degree of control over ***, Nevertheless, we find
that appropriate circumstances do not exist to exclude *** from the domestic industry. *** did not acquire the
ownership interest in *** until *** meaning that *** probable related party status did not arise until very late in the
period examined. Accordingly, *** interests are primarily in domestic production. We also note that *** and that
no party has argued for the exclusion of *** from the domestic industry.

%919 U.S.C. 88 1671d(b), 1673d(b).

19 U.S.C. § 1677(7)(B)(i). The Commission “may consider such other economic factors as are relevant to the
determination” but shall “identify each {such} factor ... and explain in full its relevance to the determination.”

19 U.S.C. § 1677(7)(B).
19 U.S.C. § 1677(7)(A).
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States.” No single factor is dispositive, and all relevant factors are considered “within the context of the
business cycle and conditions of competition that are distinctive to the affected industry.””

Although the statute requires the Commission to determine whether the domestic industry is
“materially injured or threatened with material injury by reason of” unfairly traded imports,™ it does not
define the phrase “by reason of,” indicating that this aspect of the injury analysis is left to the
Commission’s reasonable exercise of its discretion.” In identifying a causal link, if any, between subject
imports and material injury to the domestic industry, the Commission examines the facts of record that
relate to the significance of the volume and price effects of the subject imports and any impact of those
imports on the condition of the domestic industry. This evaluation under the “by reason of” standard
must ensure that subject imports are more than a minimal or tangential cause of injury and that there is a
sufficient causal, not merely a temporal, nexus between subject imports and material injury.™

In many investigations, there are other economic factors at work, some or all of which may also
be having adverse effects on the domestic industry. Such economic factors might include nonsubject
imports; changes in technology, demand, or consumer tastes; competition among domestic producers; or
management decisions by domestic producers. The legislative history explains that the Commission must
examine factors other than subject imports to ensure that it is not attributing injury from other factors to
the subject imports, thereby inflating an otherwise tangential cause of injury into one that satisfies the
statutory material injury threshold.”” In performing its examination, however, the Commission need not
isolate the injury caused by other factors from injury caused by unfairly traded imports.”® Nor does the

219 U.S.C. § 1677(7)(C)(iii).

319 U.S.C. § 1677(7)(C)(iii).

19 U.S.C. 88 1671d(a), 1673d(a).

™ Angus Chemical Co. v. United States, 140 F.3d 1478, 1484-85 (Fed. Cir. 1998) (“{T }he statute does not
‘compel the commissioners’ to employ {a particular methodology}.”), aff’d, 944 F. Supp. 943, 951 (Ct. Int’l Trade
1996).

78 The Federal Circuit, in addressing the causation standard of the statute, observed that “{a}s long as its effects
are not merely incidental, tangential, or trivial, the foreign product sold at less than fair value meets the causation
requirement.” Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1384 (Fed. Cir. 2003). This was further ratified in
Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873 (Fed. Cir. 2008), where the Federal Circuit, quoting
Gerald Metals, Inc. v. United States, 132 F.3d 716, 722 (Fed. Cir. 1997), stated that “this court requires evidence in
the record ‘to show that the harm occurred “by reason of” the LTFV imports, not by reason of a minimal or
tangential contribution to material harm caused by LTFV goods.”” See also Nippon Steel Corp. v. United States,
458 F.3d 1345, 1357 (Fed. Cir. 2006); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed.
Cir. 2001).

" SAA at 851-52 (“{T}he Commission must examine other factors to ensure that it is not attributing injury from
other sources to the subject imports.”); S. Rep. 96-249 at 75 (1979) (the Commission “will consider information
which indicates that harm is caused by factors other than less-than-fair-value imports.”); H.R. Rep. 96-317 at 47
(1979) (“in examining the overall injury being experienced by a domestic industry, the ITC will take into account
evidence presented to it which demonstrates that the harm attributed by the petitioner to the subsidized or dumped
imports is attributable to such other factors;” those factors include “the volume and prices of nonsubsidized imports
or 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”); accord Mittal Steel, 542 F.3d at 877.

® SAA at 851-52 (“{T}he Commission need not isolate the injury caused by other factors from injury caused by
unfair imports.”); Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir. 2001) (“{T}he
Commission need not isolate the injury caused by other factors from injury caused by unfair imports ... . Rather, the
Commission must examine other factors to ensure that it is not attributing injury from other sources to the subject
imports.” (emphasis in original)); Asociacion de Productores de Salmon y Trucha de Chile AG v. United States, 180
F. Supp. 2d 1360, 1375 (Ct. Int’l Trade 2002) (“{t}he Commission is not required to isolate the effects of subject
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“by reason of” standard require that unfairly traded imports be the “principal” cause of injury or
contemplate that injury from unfairly traded imports be weighed against other factors, such as nonsubject
imports, which may be contributing to overall injury to an industry.” It is clear that the existence of
injury caused by other factors does not compel a negative determination.®

Assessment of whether material injury to the domestic industry is “by reason of” subject imports
“does not require the Commission to address the causation issue in any particular way” as long as “the
injury to the domestic industry can reasonably be attributed to the subject imports” and the Commission
“ensure{s} that it is not attributing injury from other sources to the subject imports.”®* 8 Indeed, the
Federal Circuit has examined and affirmed various Commission methodologies and has disavowed “rigid
adherence to a specific formula.”®

The Federal Circuit’s decisions in Gerald Metals, Bratsk, and Mittal Steel all involved cases
where the relevant “other factor” was the presence in the market of significant volumes of price-
competitive nonsubject imports. The Commission interpreted the Federal Circuit’s guidance in Bratsk as
requiring it to apply a particular additional methodology following its finding of material injury in cases
involving commodity products and a significant market presence of price-competitive nonsubject
imports.® The additional “replacement/benefit” test looked at whether nonsubject imports might have

imports from other factors contributing to injury” or make “bright-line distinctions” between the effects of subject
imports and other causes.); see also Softwood Lumber from Canada, Invs. Nos. 701-TA-414 and 731-TA-928
(Remand), USITC Pub. 3658 at 100-01 (Dec. 2003) (Commission recognized that “{i}f an alleged other factor is
found not to have or threaten to have injurious effects to the domestic industry, i.e., it is not an “other causal factor,’
then there is nothing to further examine regarding attribution to injury”), citing Gerald Metals, Inc. v. United States,
132 F.3d 716, 722 (Fed. Cir. 1997) (the statute “does not suggest that an importer of LTFV goods can escape
countervailing duties by finding some tangential or minor cause unrelated to the LTFV goods that contributed to the
harmful effects on domestic market prices.”).
S, Rep. 96-249 at 74-75; H.R. Rep. 96-317 at 47.
% See Nippon Steel Corp., 345 F.3d at 1381 (“an affirmative material-injury determination under the statute
requires no more than a substantial-factor showing. That is, the ‘dumping’ need not be the sole or principal cause of
injury.”).
8 Mittal Steel, 542 F.3d at 877-78; see also id. at 873 (“While the Commission may not enter an affirmative
determination unless it finds that a domestic industry is materially injured ‘by reason of’ subject imports, the
Commission is not required to follow a single methodology for making that determination ... {and has} broad
discretion with respect to its choice of methodology.”) citing United States Steel Group v. United States, 96 F.3d
1352, 1362 (Fed. Cir. 1996) and S. Rep. 96-249 at 75.
8 Commissioner Pinkert does not join this paragraph or the following three paragraphs. He points out that the
Federal Circuit, in Bratsk, 444 F.3d 1369, and Mittal, held that the Commission is required, in certain circumstances
when considering present material injury, to undertake a particular kind of analysis of nonsubject imports. Mittal
explains as follows:
What Bratsk held is that “where commaodity products are at issue and fairly traded, price-competitive,
nonsubject imports are in the market,” the Commission would not fulfill its obligation to consider an
important aspect of the problem if it failed to consider whether nonsubject or non-LTFV imports would
have replaced LTFV subject imports during the period of investigation without a continuing benefit to the
domestic industry. 444 F.3d at 1369. Under those circumstances, Bratsk requires the Commission to
consider whether replacement of the LTFV subject imports might have occurred during the period of
investigation, and it requires the Commission to provide an explanation of its conclusion with respect to
that factor.

542 F.3d at 878.

8 Nucor Corp. v. United States, 414 F.3d 1331, 1336, 1341 (Fed. Cir. 2005); see also Mittal Steel, 542 F.3d at
879 (“Bratsk did not read into the antidumping statute a Procrustean formula for determining whether a domestic
injury was ‘by reason’ of subject imports.”).

8 Mittal Steel, 542 F.3d at 875-79.
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replaced subject imports without any benefit to the U.S. industry. The Commission applied that specific
additional test in subsequent cases, including the Carbon and Certain Alloy Steel Wire Rod from Trinidad
and Tobago determination that underlies the Mittal Steel litigation.

Mittal Steel clarifies that the Commission’s interpretation of Bratsk was too rigid and makes clear
that the Federal Circuit does not require the Commission to apply an additional test nor any one specific
methodology; instead, the court requires the Commission to have “evidence in the record” to “show that
the harm occurred ‘by reason of” the LTFV imports,” and requires that the Commission not attribute
injury from nonsubject imports or other factors to subject imports.®* Accordingly, we do not consider
ourselves required to apply the replacement/benefit test that was included in Commission opinions
subsequent to Bratsk.

The progression of Gerald Metals, Bratsk, and Mittal Steel clarifies that, in cases involving
commodity products where price-competitive nonsubject imports are a significant factor in the U.S.
market, the Court will require the Commission to give full consideration, with adequate explanation, to
non-attribution issues when it performs its causation analysis.® &

The question of whether the material injury threshold for subject imports is satisfied
notwithstanding any injury from other factors is factual, subject to review under the substantial evidence
standard.® Congress has delegated this factual finding to the Commission because of the agency’s
institutional expertise in resolving injury issues.®

B. Material Injury by Reason of Subject Imports

In evaluating the volume of subject imports, section 771(7)(C)(1) of the Tariff Act provides that
the “Commission shall consider whether the volume of imports of the merchandise, or any increase in that
volume, either in absolute terms or relative to production or consumption in the United States, is
significant.”®

In evaluating the price effects of the subject imports, section 771(7)(C)(ii) of the Tariff Act
provides that the Commission shall consider whether —

(I there has been significant price underselling by the imported merchandise as

compared with the price of domestic like products of the United States, and

8 Mittal Steel, 542 F.3d at 873 (quoting from Gerald Metals, 132 F.3d at 722), 875-79 & n.2 (recognizing the
Commission’s alternative interpretation of Bratsk as a reminder to conduct a non-attribution analysis).

% Commissioner Lane also refers to her dissenting views in Polyethylene Terephthalate Film, Sheet, and Strip
from Brazil, China, Thailand, and the United Arab Emirates, Invs. Nos. 731-TA-1131 to 1134 (Final), USITC Pub.
4040 (Oct. 2008), for further discussion of Mittal Steel.

8 To that end, after the Federal Circuit issued its decision in Bratsk, the Commission began to present published
information or send out information requests in final phase investigations to producers in nonsubject countries that
accounted for substantial shares of U.S. imports of subject merchandise (if, in fact, there were large nonsubject
import suppliers). In order to provide a more complete record for the Commission’s causation analysis, these
requests typically seek information on capacity, production, and shipments of the product under investigation in the
major source countries that export to the United States. The Commission plans to continue utilizing published or
requested information in final phase investigations in which there are substantial levels of nonsubject imports.

8 We provide in our respective discussions of volume, price effects, and impact a full analysis of other factors
alleged to have caused any material injury experienced by the domestic industry.

8 Mittal Steel, 542 F.3d at 873; Nippon Steel Corp., 458 F.3d at 1350, citing U.S. Steel Group, 96 F.3d at 1357;
S. Rep. 96-249 at 75 (“The determination of the ITC with respect to causation is ... complex and difficult, and is a
matter for the judgment of the ITC.”).

%19 U.S.C. § 1677(7)(C)(i).
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(11) the effect of imports of such merchandise otherwise depresses prices to a significant

degree or prevents price increases, which otherwise would have occurred, to a significant

degree.*

In examining the impact of subject imports, section 771(7)(C)(iii) of the Tariff Act provides that
the Commission “shall evaluate all relevant economic factors which have a bearing on the state of the
industry.”®? These factors include output, sales, inventories, ability to raise capital, research and
development, and factors affecting domestic prices. No single factor is dispositive and all relevant factors
are considered “within the context of the business cycle and conditions of competition that are distinctive
to the affected industry.”®

C. Threat of Material Injury by Reason of Subject Imports

Section 771(7)(F) of the Tariff Act directs the Commission to determine whether the U.S.
industry is threatened with material injury by reason of the subject imports by analyzing whether “further
dumped or subsidized imports are imminent and whether material injury by reason of imports would
occur unless an order is issued or a suspension agreement is accepted.”® The Commission may not make
such a determination “on the basis of mere conjecture or supposition,” and considers the threat factors “as
a whole” in making its determination whether dumped or subsidized imports are imminent and whether
material injury by reason of subject imports would occur unless an order is issued.* In making our
determination, we consider all statutory threat factors that are relevant to these investigation.*

%119 U.S.C. § 1677(7)(C)(ii).

%219 U.S.C. § 1677(7)(C)(iii); see also SAA at 851 and 885 (“In material injury determinations, the Commission
considers, in addition to imports, other factors that may be contributing to overall injury. While these factors, in
some cases, may account for the injury to the domestic industry, they also may demonstrate that an industry is facing
difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.”).

%19 U.S.C. § 1677(7)(C)(iii); see also SAA at 851, 885; Live Cattle from Canada and Mexico, Inv. Nos. 701-
TA-386, 731-TA-812-813 (Preliminary), USITC Pub. 3155 at 25 n.148 (Feb. 1999).

%19 U.S.C. § 1677(7)(F)(ii).

%19 U.S.C. § 1677(7)(F)(ii).

% These factors are as follows:

(1) if a countervailable subsidy is involved, such information as may be presented to it by the administering
authority as to the nature of the subsidy (particularly as to whether the countervailable subsidy is a subsidy
described in Article 3 or 6.1 of the Subsidies Agreement) and whether imports of the subject merchandise
are likely to increase,

(1) any existing unused production capacity or imminent, substantial increase in production capacity in the
exporting country indicating the likelihood of substantially increased imports of the subject merchandise
into the United States, taking into account the availability of other export markets to absorb any additional
exports,

(111) a significant rate of increase of the volume or market penetration of imports of the subject merchandise
indicating the likelihood of substantially increased imports,

(V) whether imports of the subject merchandise are entering at prices that are likely to have a significant
depressing or suppressing effect on domestic prices and are likely to increase demand for further imports,

(V) inventories of the subject merchandise,
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V. CONDITIONS OF COMPETITION

The following conditions of competition inform our analysis of whether there is material injury or
threat of material injury by reason of subject imports.

A. Demand Conditions

Overall U.S. demand for seamless SLP pipe derives primarily from activity in the energy industry
(petroleum, natural gas, and refineries), in drilling, and in nonresidential construction.”” *® Demand for
seamless SLP pipe relating to the energy industry and to drilling generally rises in conjunction with
higher prices for oil and natural gas.”® Demand relating to nonresidential construction is more a function
of overall economic activity.

Monthly prices for oil and gas increased irregularly from January 2007 to June 2008, and then
generally declined during the remainder of 2008.'° The price of oil has recovered somewhat from the
low level reached in early 2009, but the price of natural gas has remained relatively low throughout 2009
and the early months of 2010.** Consistent with the observed changes in prices for oil and gas, demand
for seamless SLP pipe in the relevant sectors of the energy industry increased irregularly from January
2007 to August 2008, and then declined throughout the remainder of 2008 and early 2009 before
recovering to some extent in 2010. The same general pattern emerged in drilling activity, as the
number of rigs increased irregularly from January 2007 to September 2008, declined sharply for the

(V1) the potential for product-shifting if production facilities in the foreign country, which can be used to
produce the subject merchandise, are currently being used to produce other products.

* * *

(IX) any other demonstrable adverse trends that indicate the probability that there is likely to be material
injury by reason of imports (or sale for importation) of the subject merchandise (whether or not it is actually
being imported at the time).

19 U.S.C. § 1677(7)(F)(i). To organize our analysis, we discuss the applicable statutory threat factors using the
same volume/price/impact framework that applies to our material injury analysis. Statutory threat factors (1), (11),
(1, (V), and (V1) are discussed in the analysis of subject import volume. Statutory threat factor (IV) is discussed in
the price effects analysis, and statutory threat factor (IX) is discussed in the impact analysis. Statutory threat factor
(V1) is inapplicable, as no imports of agricultural products are involved in this investigation. No argument was
made that the domestic industry is currently engaging or will imminently engage in any efforts to develop a
derivative or more advanced version of the domestic like product, which would implicate statutory threat factor
(V).

¥ CRat I1-10, PR at 11-6.

% CRat I1-12, PR at 11-8.

® CRat I1-10, PR at 11-6.

10 CR/PR at Figure 11-2.

01 CR at 11-10, PR at 11-6.

02 CR at 11-10, PR at 11-8.
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remainder of 2008 and the first half of 2009, and recovered from the second half of 2009 to the first half
of 2010.1%3 104

Demand for seamless SLP pipe is also affected by nonresidential construction, including the
construction and repair of petrochemical and refining facilities in the chemical industry, power
generation, and mechanical applications for general construction.'® Consistent with general economic
activity, total nonresidential construction spending in the United States declined from 2007 to 2009 and
stabilized at low levels in 2010.1%

Most producers and importers reported that demand for seamless SLP pipe fluctuated over the
period examined.” Of 16 responding purchasers, one reported that overall U.S. demand for seamless
SLP pipe had both increased and fluctuated since 2007, four reported that it had decreased, eight reported
that it had fluctuated, and three reported that it was unchanged.’® Most producers, importers, and
purchasers reporting that demand had fluctuated since 2007 also reported that demand had increased
though 2008 before falling sharply in 2009 as a result of the recession.*®

When measured by apparent U.S. consumption, U.S. seamless SLP pipe demand decreased by
*** percent on a quantity basis from 2007 to 2009."° Total apparent U.S. consumption was *** percent
higher in interim 2010 than in interim 2009."** The data on apparent U.S. consumption, however, do not
fully reflect changes in demand because the data do not account for changes in the amount of seamless
SLP pipe held in inventory by U.S. importers and purchasers. Those inventories surged in 2008,
increased through June 2009, and then declined through the remainder of the period examined.™*?

The downturn in the seamless SLP pipe market is not unique to the United States. The global
economic recession has caused a general decline in demand for oil and natural gas since the third quarter
of 2008, which has led to a weakening global seamless SLP pipe market.'3

108 CR/PR at Figure 11-3. Since the first half of 2009, the number of drilling rigs has increased, although it
remains below the peak level reached in 2008. CR at I1-12, PR at 11-8. However, most new drilling for natural gas
is being done in so-called “shale plays,” and in such areas welded pipe is generally preferred over seamless pipe
because of its lower cost. CR at 11-12, PR at 11-8.

194 Drilling rigs are used in both inland and offshore drilling. Although offshore drilling rigs account for a small
share of the total rig count, offshore drilling is an important market for seamless SLP pipe. Weekly data show that
offshore rigs as a share of total rigs ranged from one to five percent from 2007 to early September 2010. The weekly
counts have generally declined since 2007. CR at 11-13, PR at 11-9. Recent events in the Gulf of Mexico, including
a moratorium on deepwater drilling, appear likely to have contributed to a decline in the level of offshore,
particularly deepwater, drilling. CR at I1-13, PR at 11-9. Subsequent to the period examined, the moratorium was
slightly revised. See e.g., CRat 11-13 n.15, PR at 11-9 n.15.

105 CR at 11-14, PR at 11-9; Transcript of September 14, 2010 Hearing (“Hearing Tr.”) at 96-97 (Mr. Durham).

%6 CR/PR at Figure 11-4; See also Hearing Tr. at 97 (Mr. Durham), 159-60 (Mr. Thompson) (on much lower
demand for seamless SLP pipe in nonresidential construction sector).

07 CRat I1-15, PR at 11-11.

108 CR at I1-15, PR at 11-11.

109 CR at I1-15, PR at 11-11.

110 CR/PR at Table C-1. Apparent U.S. consumption of seamless SLP pipe increased from *** short tons in 2007
to over *** short tons in 2008 and then decreased sharply to *** short tons in 2009. Id.

11 Apparent U.S. consumption of seamless SLP pipe was *** short tons in interim 2009 and *** short tons in
interim 2010. CR/PR at C-1.

12 .S, importers’ end-of-period inventories of subject imports surged *** percent from 2007 to 2008. CR/PR at
Table C-1. U.S. importers’ end-of-period inventories of subject imports peaked in June 2009, decreased by ***
percent in December 2009, and then decreased a further *** percent by June 2010. CR/PR at Additional Table 1.
The record also indicates a substantial drawdown of inventories (including subject and nonsubject imports and
domestically produced pipe) by U.S. purchasers from December 2009 through June 2010. CR/PR at Table I1-2.

113 CR at 11-14-15, PR at 11-9; see also CR/PR at Table VII-12.
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B. Supply Conditions

There are three sources of supply in the U.S. market: imports of subject merchandise from China,
imports from nonsubject countries, and domestic production. During the period examined, nonsubject
imports were supplied by many countries, including Argentina, the Czech Republic, Germany, Italy,
Japan, Mexico, Russia, and Ukraine."** At the beginning of the period, domestic producers accounted for
the largest share of the U.S. market, followed by nonsubject imports, then subject imports. By 2008, the
three sources of seamless SLP pipe *** of the U.S. market, with subject imports holding the largest
share.™™ In 2009, as apparent consumption of seamless SLP pipe plunged, the domestic industry’s market
share shrank substantially, and subject and nonsubject imports accounted for almost *** percent of the
U.S. market.*® In interim 2010, however, domestic producers accounted for the largest share of the U.S.
market (almost ***), followed by nonsubject imports, while the market share of subject imports was
sharply lower.*

As discussed above, U.S. importers and purchasers held significant inventories over the period
examined. End-of-period inventories held by U.S. importers increased significantly from 2007 to interim
2009, and then decreased throughout the remainder of the period examined, although these inventory
levels remain higher than they were in 2007.*® End-of-period inventories held by U.S. purchasers
increased significantly from 2007 to 2008, and then decreased throughout the remainder of the period
examined, ending below 2007 levels.**®

C. Interchangeability

Although factors such as differences in availability and product quality may limit substitutability
somewhat, the record indicates a moderately high level of substitutability between subject imports and the
domestic like product.*”® The majority of producers, importers, and purchasers reported that domestically
produced seamless SLP pipe and subject imports are “frequently” or “always” interchangeable, with the
remainder reporting that the domestic like product and subject imports are “sometimes”
interchangeable.’” Most purchasers ranked price, availability, and quality as the most important factors
in purchasing decisions, with price identified most often as the most important factor.'?

D. Other Conditions

Whether domestically produced or imported, seamless SLP pipe is sold mainly through
distributors. In 2009, the final full year of the period examined, *** percent of domestically produced

14 CR/PR at Table IV-5.

1> CR/PR at Table C-1.

16 CR/PR at Table C-1.

17 CR/PR at Table C-1.

118 y.S. importers’ end-of-period inventories of seamless SLP pipe from all sources were *** short tons in 2007,
*** short tons in 2008, *** short tons in 2009, *** short tons in interim 2009, and *** short tons in interim 2010.
CR/PR at Table VII-8.

119 U.S. purchasers’ end-of-period inventories of seamless SLP pipe from all sources were *** short tons in 2007,
*** short tons in 2008, *** short tons in 2009, and *** short tons in interim 2010. CR/PR at Table 11-2.

20 CR at 11-21 to 11-25, PR at 11-16 to 1-18.

2L CR/PR at Tables 11-7 & 11-8.

122 CR/PR at Tables 11-3 & 11-4.
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seamless SLP pipe was sold to distributors, while *** percent of U.S. imports of seamless SLP pipe from
China and *** percent of nonsubject imports were sold to distributors.'?®

Raw materials account for a large share of the cost of seamless SLP pipe. These
costs ranged from a low of *** percent of the cost of goods sold (“COGS)” in 2009 to a high of ***
percent in 2008.*** During January-June 2010, raw material costs accounted for *** percent of COGS.
Ferrous scrap is a major input used in the production of seamless SLP pipe.’*® The price of ferrous scrap
rose irregularly to peak levels in mid-2008 and then declined sharply in the latter part of that year.'?
Ferrous scrap prices increased irregularly in 2009 and 2010 and have fluctuated in recent months.

VI. MATERIAL INJURY AND THREAT OF MATERIAL INJURY BY REASON OF
SUBJECT IMPORTSY

Based on the record in the final phase of these investigations, we find that an industry in the
United States is threatened with material injury by reason of imports of seamless SLP pipe from China
that Commerce has found are sold at LTFV and subsidized by the Government of China.

A. Volume of the Subject Imports*?®

1. Analysis of Material Injury by Reason of Subject Imports

In absolute terms, the volume of subject imports increased from *** short tons in 2007 to ***
short tons in 2008, then dropped to *** short tons in 2009.*° Although the volume of subject imports fell
by *** percent overall from 2007 to 2009, it rose sharply by *** percent between 2007 and 2008.'*
Subject imports were *** percent lower in interim 2010, at *** short tons, than in interim 2009, at ***
short tons.**

122 CR/PR at Table 11-1.

124 CR/PR at V-1.

125 CR/PR at V-1.

126 CR/PR at V-1.

127 Negligibility under 19 U.S.C. 8§ 1677(24) is not an issue in these investigations. Official statistics from
Commerce indicate that, from September 2008 to August 2009, which is the most recent 12-month period preceding
the filing of the petition for which data were available, subject imports from China accounted for 52.5 percent of
total U.S. imports of seamless SLP pipe. CR at IV-20to IV-21. The volume of subject imports is thus well above
the statute’s three percent negligibility level.

128 In its final countervailing duty determination regarding imports of seamless SLP pipe from China, Commerce
assigned subsidy rates ranging from 13.66 percent to 33.66 percent ad valorem. In its investigation, Commerce
examined seven preferential loan programs, four equity programs, four direct tax benefit programs, nine indirect and
tax exemption programs, seven remuneration programs, eight grant programs, and two other regional programs.
CR/PR at Tables I-2 & I-3.

Commerce also determined that certain producers in China were selling seamless SLP pipe in the U.S. market
at less than fair value. Commerce calculated dumping margins ranging from 48.99 percent to 65.51 percent ad
valorem for certain Chinese producers of seamless SLP pipe and a dumping margin of 98.94 percent ad valorem for
the PRC-wide entity.

129 CR/PR at Table C-1.

130 CR/PR at Table C-1.

131 CR/PR at Table C-1.
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The market share of subject imports increased sharply or at least remained stable for most of the
period examined regardless of whether demand was rising or falling.*? Between 2007 and 2008, as
demand increased, the volume of subject imports increased at a substantially faster rate. Specifically,
apparent U.S. consumption increased by *** percent, whereas the volume of subject imports increased by
*** percent.® As a result, the market share held by subject imports increased from *** percent in 2007
to *** percent in 2008."** From 2008 to 2009, as apparent U.S. consumption fell by *** percent and the
volume of subject imports decreased by *** percent, the market share held by subject imports fell by just
*** percentage points, from *** percent in 2008 to *** percent in 2009.** By contrast, the domestic
producers’ market share consistently declined from *** percent in 2007 to *** percent in 2008 and ***
percent in 2009,

We note that the market share held by subject imports was sharply lower in interim 2010, at ***
percent, than in interim 2009, when it was *** percent.’* By contrast, domestic producers’ market share
was markedly higher in interim 2010, at *** percent, than in interim 2009, when it was *** percent.'*
Nonsubject imports’ share of apparent U.S. consumption, based on quantity, was only slightly lower in
interim 2010, at *** percent, than in interim 2009, at *** percent.'*

Notwithstanding the declines in subject import volume and market share in interim 2010, we find
the volume of subject imports during the period examined to be significant, both in absolute terms and
relative to consumption and production in the United States. From 2007 to 2009, subject imports
comprised between one-quarter and one-third of apparent U.S. consumption. The declines in subject
imports’ volume and market share in interim 2010 occurred after the petitions in these investigations were
filed,**° and stand in stark contrast to the relatively substantial presence of nonsubject imports at that
time." We therefore find that the decline in subject import volumes at the end of the period examined
resulted, in part, from the pendency of these investigations. Absent these investigations, the absolute and
relative volumes of subject imports would likely have been greater in interim 2010.

2. Analysis of Threat of Material Injury by Reason of Subject Imports

The Commission sent foreign producer questionnaires to 84 Chinese firms believed to be
producing seamless SLP pipe.**> Only four firms provided usable responses: Baoshan Iron & Steel Co.,
Hengyang Valin, Tianjin Pipe (Group) Corp., and Yangzhou Chengde Steel.** As discussed above,
exports to the United States by these four firms accounted for only about one-quarter of all seamless SLP
pipe imported from China from January 2007 to June 2010.*** Given Chinese producers’ limited
cooperation in responding to our questionnaires, comprehensive data on the Chinese seamless pipe
industry are not available from that source. Nevertheless, there are substantial published data on the

182 CR/PR at Table C-1.

138 CR/PR at Table C-1.

13 CR/PR at Table C-1.

135 CR/PR at Table C-1.

1% CR/PR at Table C-1.

¥ CR/PR at Table C-1.

138 CR/PR at Table C-1.

1% CR/PR at Table C-1.

140 CR/PR at Table 1V-4.

141 CR/PR at Table I1V-4.

142 CR at VII-6, PR at VI1I-5.

4% Data for these Chinese respondents are presented in CR/PR at Table V1I-3.
14 CR/PR at Tables VII-4 & C-1.
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Chinese seamless pipe industry from various independent sources. These sources indicate that the
available supply from China will likely be very high in the imminent future.

Chinese seamless SLP pipe producers will likely have the ability to increase shipments to the
United States significantly. China is the world’s largest producer of seamless tubular products, a category
that includes both seamless SLP pipe and other seamless products, such as oil country tubular goods
(“OCTG”). According to the World Steel Association (“WSA™),***> China was the leading global
producer of seamless tubular products in 2008, accounting for 72.8 percent (22.2 million short tons) of
global production of seamless pipe and tube.’*® *** reports that, with respect to seamless line pipe alone,
China’s 2007 production level exceeded an estimated *** short tons.**’ According to ***, China’s annual
production of seamless tubular products increased by more than *** percent during 2000-08, accounting
for approximately half of global production.'*®

As one of the witnesses for the Chinese Respondents acknowledged in hearing testimony, the
Chinese industry’s production capacity for subject seamless SLP pipe is “huge and growing.”**° China
reportedly has more than *** seamless pipe and tube producers, and they continue to expand or upgrade
their seamless pipe capacity.’® Moreover, even based on the limited responses to the Commission’s
questionnaire provided by Chinese producers, it is clear that significant amounts of seamless tubular
capacity are available in China that can be used to produce seamless SLP pipe.™ Production facilities in
China that are currently used to produce other pipe products have a strong potential to be shifted to the
production of seamless SLP pipe. Chinese producers reported that ***.**2 Given Chinese OCTG
producers’ large production capacity, there is an enormous potential for product shifting by Chinese
producers from OCTG to seamless SLP pipe.'*®

Chinese producers’ inventories would also permit them to increase exports to the United States
significantly. Chinese producers’ reported end-of-period inventories were *** short tons in 2007, ***
short tons in 2008, *** short tons in 2009, *** short tons in interim 2009, and *** short tons in interim
2010."* Notably, in interim 2010, Chinese producers’ reported end-of-period inventories of *** short
tons were equivalent to *** percent of domestic producers’ interim 2010 production of *** short tons.**
U.S. importers’ inventories of subject imports were also substantial at the end of the period examined,**®

%5 The WSA, formerly known as the International Iron and Steel Institute, is an international organization
representing approximately 180 steel producers, national and regional steel industry associations, and steel research
institutes. WSA members produce about 85 percent of the world’s steel. WSA provides data for all seamless
tubular products, a much broader category than the subject product. CR/PR at VII-2.

146 CR/PR at Table VI1I-1. Between 2002 and 2007, China’s production of seamless pipe and tube almost
tripled, increasing from 6.7 million short tons to 20.0 million short tons as China’s share of global seamless
tubular production increased from 40 percent to 60 percent. CR at VII-17, PR at VII-8 to VII-9.

17 CR/PR at Table VII-2.

148 CR/PR at VII-1.

19 Hearing Tr. at 217 (Mr. Tang).

1% CR/PR at VII-4 to VII-5, PR at VII-3 to VII-4.

131 Compare CR/PR at Table VII-4 with CR/PR at Table VI1I-7 (production of other seamless tubular products
more than *** times the level of production of seamless SLP pipe on shared equipment in 2009).

152 CR/PR at Table VII-3 (***).

152 See e.0., U.S. Steel Prehearing Br. at 88-89.

1% CR/PR at Table VII-4. We note that these data are limited to data provided by the four Chinese producers that
responded to the Commission’s foreign producer questionnaire.

1% CR/PR at Tables VI1I-6 and C-1.

1% CR/PR Table VII-8. Importers’ inventories of subject merchandise increased from *** short tons in 2007 to
*** short tons in 2008 and *** short tons in 2009. Importers’ inventories of subject imports were *** short tons in
interim 2009 and *** short tons in interim 2010. Id
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and the sale of those inventories into the U.S. market would likely have a significant negative impact on
domestic production of seamless SLP pipe.

The record indicates that the Chinese seamless SLP pipe industry is significantly export-oriented.
According to Global Trade Atlas, China surpassed Germany in 2007 to become the world’s leading
exporter of seamless pipe (excluding OCTG).**" In 2008 and 2009, Chinese producers accounted for
approximately 25 percent of global exports of seamless pipe (excluding OCTG).**® China has been the
world’s leading seamless pipe exporter (excluding OCTG) in each year from 2007 to 2009, with exports
ranging from 1.4 million short tons to 2.4 million short tons of seamless pipe (excluding OCTG).**®

Chinese producers have an incentive to increase exports to the U.S. market for several reasons.
First, Chinese producers face trade restrictions, both existing and pending, in several important non-U.S.
markets. In September 2009, the EU imposed antidumping duties on certain seamless pipe and tube from
China.’® The Government of India has reportedly placed imports of seamless pipe and tube on a list of
“restricted” imported products in order to reduce the potential volume of seamless pipe and tube imports
from China.’ %2 These actions will likely inhibit shipments of seamless SLP pipe from China to these
significant third-country markets in the imminent future.

Second, the United States represents a highly attractive market. The United States is the world’s
largest importer of seamless SLP pipe,'® and the U.S. market has attractive prices, with prices generally
higher in the United States than in other markets such as Europe or Asia.’®* The United States also has a
large, well-developed distribution network for seamless SLP pipe.’®® Moreover, the U.S. market is
familiar to seamless SLP pipe producers in China, who increased their share of the U.S. market from 2007
to 2009 and, in so doing, established relationships with a broad range of importers. There is no indication
in the record that Chinese producers, in the absence of a countervailing or antidumping duty order, would
find the U.S. market any less attractive in the imminent future than they did between 2007 and 2009,
when they increased their U.S. market share overall by *** percentage points, or *** percent.*®
Although demand in the United States is expected to be lower in the imminent future than in 2007 and
2008, albeit increasing, Chinese producers would likely target new orders for seamless SLP pipe in an
attempt to gain market share as they did from 2007 to 2008.

%7 CR at VII-5, PR at VII-4.

1% CRat VII-5, PR at VII-4.

1% CR/PR at Table VI1I-11.

180 CR at VII-15, PR at VII-7. In March 2008, the Canadian Government imposed antidumping and
countervailing duty orders on seamless OCTG casing from China. CR at VII-16, PR at VII-8.

61 CR at VII-15, PR at VII-7.

182 1n May 2010, Mexico imposed provisional antidumping duty margins on seamless SLP pipe from China. In
addition, Argentina has reportedly recently instituted an antidumping duty investigation into imports of seamless
pipe from China. CR at V1I-15 to VII-16, PR at VII-7 to VII-8. Mexico’s imposition of provisional duties and
Argentina’s institution of an antidumping duty investigation will likely dampen demand for the targeted products in
the imminent future even if both inquiries are ultimately resolved in favor of the Chinese parties. Cf. 19 U.S.C. §
1677(7)(1) (U.S. law recognizing that the filing of an antidumping or countervailing duty petition may affect the
volume of subject imports).

163 CR/PR at Table VII-11.

184 See, e.0., Metal Bulletin Research (Issue No. 57) (June 2010) (comparing U.S., European, Asian, and Middle
Eastern prices for seamless line pipe).

165 CR/PR at Table 11-2.

186 As discussed above, official Commerce statistics indicate that subject imports have been at extremely low
levels since March 2010. CR/PR at Tables 1VV-4. As noted above, we find that the decline in subject import volumes
is at least in part attributable to the pendency of these investigations. See 19 U.S.C. § 1677(7)(1)).
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Third, Chinese OCTG producers have a strong incentive to shift production to seamless SLP
pipe in reaction to the recently imposed countervailing and antidumping orders in the United States on
OCTG.*" Given their ability and incentive to shift production from OCTG to seamless SLP pipe, it is
likely that Chinese producers will ship more seamless SLP pipe to the U.S. market in order to make up for
their significant losses in the OCTG market.'®

Finally, we note that the rate of demand growth in the Chinese home market has slowed.**®
Despite the higher rate of growth in the home market earlier in the period examined, Chinese producers
substantially increased exports to the U.S. market.'’® As the rate of growth slows, the Chinese home
market will be less able to absorb increases in shipments by Chinese producers, creating an additional
incentive to increase substantially exports to the United States.

Based on the above, we conclude that producers of seamless SLP pipe in China have both the
ability and the incentive to increase exports of subject seamless SLP pipe. We also conclude that the
United States is a highly attractive market for Chinese seamless SLP pipe producers, for reasons including
its size and attractive prices, trade barriers in other markets, the U.S. antidumping and countervailing duty
orders on OCTG, and Chinese producers’ familiarity with the U.S. market. Additionally, we note that the
market share of subject imports in the United States has increased during the period examined or
remained at near-period high levels, regardless of U.S. market conditions. Thus, we conclude that subject
import volume is likely to be significant in the imminent future, both in absolute terms and relative to
consumption and production in the United States, and that the increase in subject imports” market share
will likely be significant.

D. Price Effects of the Subject Imports

1. Analysis of Material Injury by Reason of Subject Imports

As explained above in the discussion of conditions of competition, the domestic like product and
subject imports are generally interchangeable, and price is an important consideration in purchasing
decisions.'™* Moreover, most sales of both the domestic like product and subject imports are made to
distributors.'"

The Commission collected quarterly pricing data for four seamless SLP pipe products.!”® Usable
pricing data were provided by four domestic producers, accounting for *** percent of domestic
producers’ shipments during the period examined, and thirteen importers, accounting for *** percent of
shipments of subject imports during the period.*™ Subject imports undersold the domestic like product in

187 See e.9., Oil Country Tubular Goods from China, USITC Pub. 701-TA-463, 731-TA-1159 (Final) (May 2010);
Oil Country Tubular Goods from China, USITC Pub. 4124, Inv. Nos. 701-TA-469 (Final) (Jan. 2010).

188 Imports of OCTG from China into the United States increased from 725,027 short tons in 2006 to 860,711
short tons in 2007 and 2.20 million short tons in 2008. Qil Country Tubular Goods from China, USITC Pub. 4124 at
16, Inv. Nos. 701-TA-469 (Final) (Jan. 2010). Following the imposition of antidumping and countervailing duties,
imports of OCTG from China into the United States virtually ceased. See e.qg., Prehearing Br. of V&M Star, TMK
IPSCO, and the United Steel Workers at 17 & Exh. 5 at 4.

18 prehearing Br. of U.S. Steel Corporation at 83-84 and Exh. 97; Metal Bulletin Research, Issue 55 (April 2010)
at 9.

170 CR/PR at Table C-1.

"t CR/PR at Tables 11-5 & 11-7.

12 CR/PR at Table 11-1.

% CR at V-4, PR at V-3 to V-4,

174 CR at V-5, PR at V-4.
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55 of 56 quarterly pricing comparisons by margins ranging from 5.2 percent to 65.4 percent.'”> We find
that subject imports undersold the domestic like product to a significant degree during the period
examined.

In examining the record for evidence that subject imports had significant price depressing effects,
we note that prices for all four U.S.-produced seamless SLP pipe products increased overall during the
period examined.® U.S. prices for all four products increased sharply between 2007 and 2008, but then
declined in 2009 from their peak 2008 levels, before recovering somewhat in late 2009 (product 1) and
the first half of 2010 (products 2, 3, and 4).*"" Prices for the subject imports from China also generally
increased between 2007 and 2008 and often moved in the same direction as U.S. prices in 2009 and
interim 2010.%"®

Despite price declines in 2009 and significant underselling, we do not find adequate evidence on
the record to conclude that subject imports significantly depressed or suppressed the price of domestically
produced seamless SLP pipe. As discussed above, domestic producers’ prices increased to very high
levels in 2008, indicating that the underselling by subject imports did not depress prices for the domestic
like product between 2007 and 2008. Although domestic producers’ prices declined in 2009, we are
unable to conclude that subject imports had significant price depressing effects given that there were
other, unusually adverse market factors having an impact at that time, including a sharp fall in demand
and the relatively large amount of seamless SLP pipe that was stockpiled in inventory. Indeed, despite
underselling, Chinese subject import market share actually fell slightly from *** percent in 2008 to ***
percent in 2009.1° Absent additional data demonstrating the price depressing effects of subject imports in
2009, we are unable to conclude that those effects were significant. Nor do we see evidence of significant
price depression in interim 2010. To the contrary, U.S. prices for three of the four products increased
somewhat in interim 2010.¥

We also do not find sufficient evidence to conclude that subject imports prevented price increases
that otherwise would have occurred to a significant degree. Given that the domestic industry’s COGS to
net sales ratio declined between 2007 and 2008, the domestic industry was evidently able to raise its
prices sufficiently to more than cover its costs.’®* Although the domestic industry experienced a sharp
increase in costs relative to sales revenues in 2009,'* this increase coincided with a sharp drop in
demand.'®® 18 18 Thjs decline in demand during the period examined, especially between 2008 and 2009,

178 For products 1 and 2, subject imports undersold the domestic like product in 27 out of 28 quarterly pricing
comparisons by margins ranging from 5.2 percent to 63.2 percent. For products 3 and 4, subject imports undersold
the domestic like product in all 28 quarterly pricing comparisons by margins ranging from 8.3 percent to
65.4 percent. CR/PR at Table V-7.

76 CR at V-5, PR at VV-4; CR/PR at Tables V-2 to V-5.

Y7 CR at V-5, PR at VV-4; CR/PR at Tables V-2 to V-5.

18 CR at V-5, PR at VV-4; CR/PR at Tables V-2 to V-5.

9 CR/PR at Table C-1.

180 CR/PR at Tables V-2 to V-5.

181 CR/PR at Table C-1.

182 COGS as a percentage of sales increased from *** percent in 2008 to *** percent in 2009, and was lower in
interim 2010, at *** percent, than in interim 2009, at *** percent. CR/PR at Table C-1.

83 CR/PR at Table C-1.

18 We do not find the increasing COGS to net sales ratio between 2008 and 2009 to be especially probative
because other factory costs rose sharply as a result of a large dropoff in capacity utilization, which in turn was due to
the sharp contraction in demand. CR/PR at Table C-1.

18 Commissioner Pinkert notes here that U.S. demand for seamless SLP is inelastic relative to supply. See CR at
11-25, 26, PR at 11-18. He notes as well, however, that -- despite the slump in demand discussed in the text -- U.S.
producers were able to pass through to their purchasers a very substantial percentage of their unit cost increases,
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made it more difficult for domestic producers to raise prices; purchasers had less need for seamless SLP
pipe and were therefore likely less willing to pay higher prices. Accordingly, we are unable to find that
subject imports, which fell in tandem with the downturn in demand and maintained a relatively steady
share of the market, played a significant role in the increase in the industry’s COGS/sales ratio in 2009.
For these reasons, we do not find that subject imports significantly suppressed prices for the domestic like
product in 2009. Further, we do not find that subject imports suppressed price increases in interim 2010.
The domestic industry’s COGS/sales ratio was lower in interim 2010, at *** percent, than in interim
2009, at *** percent.'®

For the above reasons, we conclude that subject imports are not currently having a significant
adverse effect on domestic producers’ prices for seamless SLP pipe.*®

2. Analysis of Threat of Material Injury by Reason of Subject Imports

We next consider the likely price effects of subject imports in the imminent future. As it attempts
to increase exports to the United States, the Chinese industry is likely to continue to use aggressive
pricing as a means to increase market share, given that seamless SLP pipe from China and the domestic
like product are generally substitutable. Because subject imports undersold domestically produced
seamless SLP pipe to a significant degree during the period examined — both in 2007 and 2008 when
demand was robust, and in 2009 when demand was relatively depressed — we find that underselling is
likely to be significant in the imminent future. This underselling by subject imports is likely to increase
the attractiveness of those imports to domestic purchasers compared with domestically produced pipe.

With regard to whether price depression is likely as a result of subject imports, we first examine
how the market responded when subject imports largely exited the market in interim 2010. The record
indicates that certain demand indicators, such as apparent U.S. consumption and the rig count, were
somewhat higher in interim 2010 than in interim 2009, but that overall demand was still relatively
depressed compared to levels earlier in the period examined.®® Despite continuing weak demand,
however, the substantial declines in subject import volumes in interim 2010 (due in part to the pendency
of these investigations) allowed the domestic industry to raise prices by more than enough to cover its
costs.’® In fact, for all four pricing products, domestic producers’ U.S. prices were moderately higher
beginning in the second quarter of 2010 compared to the fourth quarter of 2009.**° In the imminent
future, however, and in the absence of antidumping or countervailing duty orders, increasing and
significant subject import volumes would be priced aggressively in an effort to gain market share.
Moreover, demand is not expected to grow robustly in the imminent future, and inventory stockpiles are
still relatively high.** In this environment, domestic producers would be forced to lower prices in order
to compete for sales and try to prevent erosion of their market share. Accordingly, subject imports are

particularly in the first half of 2009 (when unit costs peaked). See CR/PR at Table VI-1. Because the degree to
which the cost increases were passed through during a period of declining demand was consistent with the relative
elasticities of demand and supply, he does not find that subject imports prevented price increases that otherwise
would have occurred.

18 CR/PR at Table C-1.

8 The domestic industry did not make any lost sales or lost revenue allegations in these investigations.

188 Demand for seamless SLP pipe in the U.S. market was slightly higher in interim 2010, at *** short tons, than
in interim 2009, at *** short tons. CR/PR at Table C-1.

189 CR/PR at Tables V-2 to V-5.

1% CR/PR at Tables V-2 to V-5.

191 See, e.g., Hearing Tr. at 77 (Mr. Conway).
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likely to enter the U.S. market at prices that would have a significant depressing effect on domestic prices
for seamless SLP pipe.

Similarly, with regard to price suppression, although demand is expected to increase to a modest
degree in the imminent future, domestic producers will likely be unable to raise prices to offset cost
increases that might occur, due to competition from the increased volume of aggressively priced subject
imports. As subject imports cause the domestic industry to experience increased per-unit production costs
due to declining sales volumes and prevent domestic producers from raising prices in order to offset the
higher costs, the domestic industry will likely experience a cost/price squeeze. For these reasons, we
conclude that subject imports are likely to enter at prices that will have significant price suppressing as
well as price depressing effects.

We conclude that, in the imminent future, and in the absence of antidumping and countervailing
duty relief, increased quantities of subject imports that are priced aggressively in an effort to gain market
share will cause domestic producers to lower prices in a market recovering from severely depressed
demand. As subject imports cause domestic sales volumes and prices to deteriorate and per-unit costs to
increase, the domestic industry will likely experience significant price depression and suppression.

E. Impact of the Subject Imports on the Domestic Industry

1. Analysis of Material Injury by Reason of Subject Imports

Apparent U.S. consumption of seamless SLP pipe fluctuated over the period examined,
increasing from 2007 to 2008, and falling from 2008 to 2009.'%? As discussed above, apparent U.S.
consumption was slightly higher in interim 2010 than in interim 2009, although it remained well below its
level in 2007.** Many indicators of the domestic industry’s performance fluctuated in the same manner,
including production,™® capacity,'*® capacity utilization,'® shipments,**” net sales,'*® operating income and

%2 CR/PR at Table C-1.

1% CR/PR at Table C-1.

1% The domestic industry’s production declined *** percent overall between 2007 and 2009. Its production was
*** short tons in 2007, *** short tons in 2008, and *** short tons in 2009. Production was *** short tons in interim
2009 and *** short tons in interim 2010. CR/PR at Table C-1.

1% The domestic industry’s capacity declined *** percent overall between 2007 and 2009. Its capacity was ***
short tons in 2007, *** short tons in 2008, and *** short tons in 2009. Capacity was *** short tons in interim 2009
and *** short tons in interim 2010. CR/PR at Table C-1.

1% The domestic industry’s capacity utilization declined by *** percent overall between 2007 and 2009. Its
capacity utilization was *** percent in 2007, *** percent in 2008, and *** percent in 2009. Capacity utilization was
*** percent in interim 2009 and *** percent in interim 2010. CR/PR at Table C-1.

197 U.S. producers’ U.S. shipments declined by *** percent overall between 2007 and 2009. Their domestic
shipments were *** short tons in 2007, *** short tons in 2008, and *** short tons in 2009. Shipments were ***
short tons in interim 2009 and *** short tons in interim 2010. CR/PR at Table C-1.

1% The domestic industry’s net sales, by value, declined *** percent overall between 2007 and 2009. Its net sales
totaled *** in 2007, *** in 2008, and *** in 2009. Net sales totaled *** in interim 2009 and *** in interim 2010.
CR/PR at Table C-1.
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operating margins,'*® employment,?® and inventory.”* Although most of the industry’s performance
indicators were down sharply in 2009 compared with 2007, this decline appears to have been linked
primarily to declines in demand. In particular, despite increasing volumes of subject imports, favorable
demand conditions permitted the industry to increase prices and register record profits in 2008.2%
Although competition from aggressively priced subject imports may have prevented the domestic industry
from making even greater gains, the record does not establish a significant adverse impact on the
domestic industry during the period from 2007 to 2009, with the domestic industry registering solid
operating profits in all of those years.?®® As noted above, the domestic industry experienced modest
improvement in most of its performance indicators in interim 2010, including double-digit operating
profits.?*

Accordingly, we do not find that the domestic industry producing seamless SLP pipe was
materially injured by reason of subject imports during the period examined.

2. Analysis of Threat of Material Injury by Reason of Subject Imports

Throughout much of the period examined, the seamless SLP industry maintained strong financial
returns. As discussed above, as a ratio to net sales, the domestic industry’s operating income was ***
percent in 2007, *** percent in 2008, and *** percent in 2009. It was *** percent in interim 2010
compared to *** percent in interim 2009.2% Indeed, the profitability of the U.S. industry reached record
levels in 2008, at *** percent, even as subject import volumes were at their highest level.?® U.S. prices
rose during the period examined overall.?®” Moreover, in the most recent period, interim 2010, the
domestic industry was able to increase its prices to cover increases in costs.2®® On the other hand, in light
of the fact that demand is unlikely to rise substantially in the imminent future, the domestic industry is
unlikely to perform as well in the near term as it did during the period examined. On balance, however,
given the industry’s solid financial performance throughout the period, we do not find that the domestic

1% The domestic industry’s operating income declined by *** percent overall between 2007 and 2009. Its
operating income totaled *** in 2007, *** in 2008, and *** in 2009. Operating income was *** in interim 2009 and
*** in interim 2010. As a ratio to net sales, the domestic industry’s operating income was *** percent in 2007, ***
percent in 2008, and *** percent in 2009. It was *** percent in interim 2009 and *** percent in interim 2010.
CR/PR at Table C-1.

200 production and related workers (“PRWS”) were *** in 2007, *** in 2008, *** in 2009, *** in interim 2009,
and *** in interim 2010. Hours worked by PRWs were *** in 2007, *** in 2008, *** in 2009, *** in interim 2009,
and *** in interim 2010. Worker productivity (in tons per 1,000 hours) was *** in 2007, *** in 2008, *** in 2009,
*** in interim 2009, and *** in interim 2010 . CR/PR at Table C-1.

201 .S, producers’ end-of-period inventories were *** short tons in 2007, *** short tons in 2008, *** short tons
in 2009, *** short tons in interim 2009, and *** short tons in interim 2010. CR/PR at C-1.

202 CR/PR at Table C-1.

23 As discussed above, as a ratio to net sales, the domestic industry’s operating income was *** percent in 2007,
*** percent in 2008, *** percent in 2009, *** percent in interim 2009, and *** percent in interim 2010. CR/PR at
Table C-1.

204 CR/PR at Table C-1.

2% CR/PR at Table C-1.

206 CR/PR at Table C-1.

27 CR/PR at Tables V-2 to V-5.

208 CR/PR at Table C-1.
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industry is currently in a vulnerable state, despite lost wages and lost employment among production
workers.?®

Although we do not find that the domestic industry is in a vulnerable condition, the state of the
domestic seamless SLP industry toward the end of the period examined (2009 and interim 2010) weighs
heavily in our consideration of the likely impact of subject imports in the imminent future. As discussed
above, despite a positive trend in the industry’s performance through 2008, its performance in 2009
declined substantially in terms of production, capacity utilization, shipments, net sales, operating income,
and operating margins. The industry experienced overall declines in these performance indicators
between 2007 and 2009 and only a moderate recovery in interim 2010.%%°

The current state of the domestic industry is primarily attributable to the sudden drop in demand
that began in 2008. Looking forward, the conditions that drove demand and domestic prices upward
earlier in the period examined are not likely to recur in the imminent future. Rather, demand is likely to
improve only modestly in the imminent future.?

We evaluate the likely effects of the significant volume of aggressively priced subject imports
from China on the domestic industry in the imminent future in light of these market conditions. As
discussed above, with stable but relatively weak demand for seamless SLP pipe, and with a substantial
decline in the volume of subject imports in interim 2010 due in part to the pendency of these
investigations, the domestic industry was able to increase its sales volume compared to interim 2009. In
the absence of antidumping and countervailing duty relief, the likely increasing and significant volumes
of subject imports would be aggressively priced in an effort to gain market share and would put pressure
on domestic producers to lower prices to compete for sales and prevent erosion of their market share.
Consequently, the domestic industry would likely experience declines in production, market share,
capacity utilization, shipments, employment levels, net sales, operating income, and profitability.
Accordingly, we find that there is a likely causal relationship between the subject imports and an
imminent adverse impact on the domestic industry.

We have considered whether other factors would likely have an imminent adverse impact on the
domestic industry. As noted, we recognize the impact of the decline in demand for seamless SLP pipe
after 2008 on the domestic industry’s performance. Although demand is likely to remain at depressed
levels in the imminent future, it is not likely to decline further from present levels, but instead will
increase only modestly. Accordingly, the likely further declines in the domestic industry’s production,
market share, capacity utilization, shipments, employment levels, productivity, and operating income will
come as a result of subject imports gaining market share and having adverse price effects on domestic
seamless SLP pipe, rather than as a result of renewed declines in demand.

We also recognize that nonsubject imports were a factor in the U.S. market during the period
examined. Nonsubject import prices, however, tended to be higher than subject import prices.?*
Although subject imports and nonsubject imports *** of the U.S. market between 2007 and 2009,2"

209 Commissioner Pinkert does not join this paragraph and finds that the domestic industry is vulnerable to
material injury by reason of the subject imports. He notes that, in addition to the generally declining indicators of
the industry's condition during 2007-2009, the industry's financial performance reached its low point for the period
examined in July-December 2009 (the last period that was essentially unaffected by the filing of the petition), with
its operating income margin falling to only *** percent and its operating income falling to only $***. See CR/PR at
Additional Table 1.

210 CR/PR at Table C-1.

211 CR/PR at 11-1 to 11-2.

212 CR/PR at Table E-1.

213 U.S. producers’ market share, based on quantity, decreased from *** percent in 2007 to *** percent in 2009; it
was *** percent in interim 2009 and *** percent in interim 2010. The market share of the subject imports, based on
quantity, increased from *** percent in 2007 to *** percent in 2009; it was *** percent in interim 2009 and ***
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subject imports gained more market share from the domestic industry than did nonsubject imports, some
of which were subject to the discipline of antidumping duty orders.?* While the market share of
nonsubject imports was *** percent in interim 2010 compared to *** percent in interim 2009, the
domestic industry’s market share was *** percent in interim 2010 compared to *** percent in interim
2009, indicating that the domestic industry captured market share entirely from subject imports following
the filing of the petitions.?®> Moreover, a significant portion of the volume of nonsubject imports in 2009
and interim 2010 was attributable to imports of specialized products that are not produced by the
domestic industry.?'® Despite the substantial market share maintained by nonsubject imports in interim
2010, we note that the domestic industry’s condition improved, as the industry’s operating income as a
ratio to net sales was *** percent in interim 2010, compared to *** percent in interim 2009.%
Accordingly, nonsubject imports are not likely to take market share or sales from the domestic industry in
the imminent future.

We conclude that a significant volume of LTFV and subsidized imports from China would likely
gain additional U.S. market share in the imminent future and lead to material injury by reason of subject
imports in the absence of antidumping and countervailing duty relief. Accordingly, we determine that the
domestic industry is threatened with material injury by reason of subject imports from China.

We further determine, pursuant to 19 U.S.C. 8 1671d(b)(4)(B), that we would not have found
material injury but for the suspension of liquidation of subject imports.

CONCLUSION

For the foregoing reasons, we determine that the domestic industry producing seamless SLP pipe
is threatened with material injury by reason of subject imports from China that are sold at LTFV and
subsidized by the Government of China.

percent in interim 2010. Nonsubject imports’ share of apparent U.S. consumption, based on quantity, increased from
*** percent in 2007 to *** percent in 2009; it was *** percent in interim 2009 and *** percent in interim 2010.
CR/PR at Table C-1.

214 U.S. imports of seamless SLP pipe from Germany, Romania, and Japan were subject to antidumping duty
orders during the period examined. CR at IV-8, PR at IV-5.

215 See CR/PR at Table C-1.

218 CR/PR at IV-8 to 1V-9; Hearing Tr. at 90-91 (Pognonec).

17 CR/PR at Table C-1.
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SEPARATE VIEWS OF COMMISSIONER CHARLOTTE R. LANE

On the basis of the record in the final phase of these investigations, | determine that an industry in
the United States producing certain seamless carbon and alloy steel standard, line, and pressure pipe
(“seamless SLP pipe”) is materially injured by reason of imports of seamless SLP pipe from the People’s
Republic of China (“China”) that the Department of Commerce (“Commerce”) has found to be sold in the
United States at less than fair value and subsidized by the Government of China. | join my colleagues’
findings with regard to: 1. Background, Il. Domestic Like Product, 111. Domestic Industry, IV. Legal
Standards, and V. Conditions of Competition. | write separately to explain my conclusion that the
domestic industry has already suffered material injury at the hands of subject imports. | also make a
negative critical circumstances finding.

VI. MATERIAL INJURY BY REASON OF SUBJECT IMPORTS:

From 2007 through 2008, the domestic seamless SLP pipe industry performed strongly in a
growing market, enjoying increasing levels of sales, prices, employment, production and profits.
However, during 2008, the continued pervasive underselling of the domestic like product by Chinese
seamless SLP pipe, enabled U.S. importers to more than double their entries of seamless SLP pipe into
the United States, gain U.S. market share at the expense of domestic producers, and more than triple their
own inventories of subject imports.

In late 2008 and early 2009, as the financial crisis hit the U.S. economy, energy prices and the
active rig counts dropped, while the decline in non-residential construction accelerated. This severely
reduced U.S. demand for seamless SLP pipe. However, low-priced subject imports flooded the U.S.
market in late 2008 and continued at relatively high volumes over the course of 2009, maintaining their
2008 market share in a significantly smaller U.S. market, and further increasing inventories of Chinese
seamless SLP pipe.

While sales prices of U.S.-produced seamless SLP pipe continued at a relatively high level in the
first half of 2009 (due to commitments negotiated in late 2008), the combination of high inventories of
low-priced subject imports and a further decrease in U.S. consumption of seamless SLP pipe meant that
the prices for new seamless SLP pipe decreased in the second half of 2009. The domestic industry’s
order books plummeted in 2009, causing U.S. producers to operate at a mere *** percent capacity
utilization in 2009, compared to over *** percent in 2008. U.S. importers began working-down their
large inventories of low-priced subject imports in the second half of 2009 and the first half of 2010,
creating additional downward pressure on U.S. prices.

The connection between subject imports and the U.S. industry’s poor 2009 experience is apparent
even after accounting for the impact of the economic crisis that began in late 2008. While apparent U.S.
consumption of seamless SLP pipe was down *** percent in 2009 compared to 2008, domestic
production and shipments were approximately *** percent lower and operating profits were *** percent
lower, forcing producers to layoff more than *** of their production-related workforce. Notwithstanding
the recession of 2009, the presence of large volumes of unfairly-traded and highly-substitutable subject
imports negatively affected every domestic industry performance indicator in 2009, and many
performance indicators in the first half of 2010.

During the preliminary phase of these investigations, at which time the period examined included
data up through June 2009, my colleagues and | found a reasonable indication that the domestic industry
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was threatened with material injury by reason of subject imports." Now having an additional twelve
months of data on the record, it is clear that the U.S. seamless SLP pipe industry was materially injured
by reason of unfairly-traded seamless SLP pipe imports from China during the period examined.

For these reasons, as explained further below, | make an affirmative determination on the basis of
present material injury.

A. Volume of Subject Imports:

While apparent U.S. consumption increased *** percent from 2007 to 2008, subject import
volume increased at a substantially faster rate in 2008, increasing by *** percent compared to 2007.2
Subject imports’ share of the U.S. market increased, from *** percent in 2007 to *** percent in 2008, and
remained stable at *** percent in 2009.® Thus, subject imports captured a substantial portion of the
domestic seamless SLP pipe market from 2007 to 2009.

Subject import levels continued to be very high throughout 2009, entering in volumes larger than
total domestic production and sales. From February 2010 onward, new entries of subject imports
dramatically declined. | attribute the reduction of new entries of subject imports to Commerce’s
preliminary determinations issued in March and April 2010.* As a result | give reduced weight to the
decline in the absolute volume of entries of subject imports in 2010.

A substantial share of the subject imports purchased by U.S. importers in 2008 was not sold
downstream to distributors and end-users in that year, but instead remained in the inventories of U.S.
importers. Inventories of subject imports held by U.S. importers increased by *** percent from 2007 to
2008, and peaked at *** short tons in June 2009.° Even with a decline in inventories during the second
half of 2009 as importers worked down their large inventories of subject seamless SLP pipe, these

! Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from China, Inv. Nos. 701-TA-469
and 731-TA-1168 (Preliminary), USITC Pub. 4106 (Nov. 2006) (“Preliminary Determination”). The data on the
record in the preliminary phase of these investigations showed: (1) increasing subject import market share
throughout the period examined; (2) increasing U.S. importer end-of-period inventories of subject imports
throughout the period examined; (3) a domestic industry with “strong performance” from 2006 through 2008; but (4)
a “severe curtailment” of domestic industry operations in the second quarter of 2009, such that Commissioners
Williamson and Pinkert and | found that the domestic industry was in a weakened and vulnerable state. 1d., at 34,
n.142.

2 CR/PR at Table C-1.

® CR/PR at Table C-1. The ratio of subject imports to domestic production increased even more substantially,
from *** percent in 2007 to *** percent in 2008 and *** percent in 2009. The ratio of subject imports to domestic
production was *** percent in January-June 2010 compared to *** percent in January-June 2009. CR/PR at Table
IV-20.

* Commerce's preliminary countervailing duty determination, describing twelve countervailable programs with
subsidy margins of 11.06 to 12.97 percent, was published in the Federal Register on March 1, 2010. Certain
Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of China:
Preliminary Affirmative Countervailing Duty Determination, Preliminary Affirmative Critical Circumstances
Determination, 75 Fed. Reg. 9163, 9180 (March 1, 2010). Commerce's preliminary antidumping duty determination,
with dumping margins that ultimately ranged from 22.67 to 98.37 percent, was initially published on April 28, 2010.
Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of China:
Preliminary Determination of Sales at Less Than Fair Value, Affirmative Preliminary Determination of Critical
Circumstances, 75 Fed. Reg. 22372, 22383-22383 (April 28, 2010); and Certain Seamless Carbon and Alloy Steel
Standard, Line, and Pressure Pipe From the People’s Republic of China: Amended Preliminary Affirmative
Determination of Sales at Less Than Fair Value, 75 Fed. Reg. 29972, 29973 (May 28, 2010).

® CR/PR at Table C-1.
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inventories were *** percent higher in December 2009 than they had been in December 2008.° U.S.
importers further worked down their large inventories of subject seamless SLP pipe in the first half of
2010.” Similarly, responding U.S. purchasers (primarily distributors) worked down their large inventories
of subject imports in the first half of 2010.2

Thus, including sales of subject imports from U.S. importers’ inventories, the volume of subject
imports competing with the domestic like product was still quite significant in the first half of 2010,
despite the large decline in new entries of subject imports. Specifically, subject imports still comprised
*** percent of shipments of seamless SLP pipe in the U.S. market during the first half of 2010.°

As a result of the growth in subject import volume, the U.S. market share held by domestic
seamless SLP pipe producers steadily declined over the period examined. The domestic industry’s U.S.
market share fell from *** percent in 2007, to *** percent in 2008, and to *** percent in 2009. The
domestic industry’s market share was substantially higher in interim 2010, at *** percent, than it was in
interim 2009, at *** percent.'

The combined volume of imports from nonsubject countries nearly followed demand trends,
increasing from 2007 to 2008, then decreasing from 2008 to 2009, for an overall decrease of *** percent
from 2007 to 2009. The market share of nonsubject imports increased from *** percent in 2007 to ***
percent in 2009."

Based on the foregoing discussion, | find that the volume of subject imports was significant, both
in absolute terms and relative to consumption and production in the United States, during the period
examined.

B. Price Effects of Subject Imports:

As addressed in Part V. Conditions of Competition, the record indicates that: (1) there is a
moderately high level of interchangeability between subject imports from China and domestic seamless

® U.S. importers’ inventories of subject imports were the following: *** short tons in December 2008; *** short
tons in June 2009; and *** short tons in December 2009. CR/PR at Table C-1.

" U.S. importers’ inventories of subject imports decreased *** percent from December 2009 to June 2010. INV-
HH-099 at Additional Table 1.

8 U.S. purchasers reduced their inventories of subject imports by at least 37,336 short tons, from an end-of-period
inventory of 89,816 short tons in 2009, to an end-of-period inventory of 52,480 short tons in June 2010. CR/PR at
Table 11-2.

° See CR/PR at Table C-1. After adjusting for changes in U.S. importers’ end of period inventories from 2009 to
June 2010, calculated U.S. consumption of seamless SLP pipe was *** short tons in the first half of 2010. Of that,
*** short tons were of Chinese origin, *** short tons were from nonsubject sources, and *** short tons were U.S.
producers’ U.S. shipments. Thus, U.S. market shares based on this calculation of U.S. consumption were as follows:
U.S. producers with *** percent; subject imports with *** percent; and nonsubject imports with the remaining ***
percent.

1 CR/PR at Table C-1. See supra, note 9, for market shares adjusted for inventory depletion.

* The sudden increase in market share for nonsubject imports in 2009 reportedly is attributable to the importation
from Germany of special, heavy-walled line pipe designed specifically for two projects in the Gulf of Mexico. CR at
IV-8 - 9; PR at IV-5; Conference Transcript at 105 (Pognonec); U.S. Steel Postconference Brief at n.139; and V&M
Postconference Brief at 9. This type of pipe reportedly is not produced by the domestic industry, and the Chinese
industry does not compete for the Gulf projects. Preliminary Determination, at 35, n.145. The leading source for
heavier-walled large diameter seamless SLP pipe in 2009 was Germany. CR/PR at IV-1 - 2, n.4. The data on the
record appear to confirm at least the large increase in nonsubject import market share in the first half of 2009. 91
percent of German seamless SLP pipe imports in 2009 entered the U.S. market in the first half of 2009. CR/PR at
Table 1V-5 and tabular n.1. In the second half of 2009, nonsubject import market share was *** percent, down from
*** percent during the first half of 2009. INV-HH-099 at Additional Table 1.

33



SLP pipe;* (2) most sales of both the domestic like product and subject imports are made to distributors;*
(3) price is a very important factor in purchasing decisions;** and (4) raw materials account for a large
share of the cost of seamless SLP pipe production.®

The Commission collected quarterly pricing data from domestic producers and importers of
subject imports for four seamless SLP pipe products.’® Usable pricing data were provided by four
domestic producers, accounting for *** percent of domestic producers’ shipments during the period
examined, and thirteen importers, accounting for *** percent of shipments of subject imports during the
period.’” Subject imports undersold the domestic like product in 55 of 56 quarterly pricing comparisons
by margins averaging 37.7 percent, and ranging from 5.2 to 65.4 percent.® Subject import underselling
margins were high throughout the period examined. 1 find subject import underselling of the domestic
like product to be both pervasive and significant throughout the period examined.

I have considered trends in seamless SLP pipe prices over the period examined. Prices for all
four pricing products increased steadily from 2007 through the first quarter of 2008, sharply increased
from the second quarter of 2008 through the first quarter of 2009," and then decreased significantly in the
second and third quarters of 2009.2° From the fourth quarter of 2009 through June 2010, prices
recovered, albeit unevenly, to end higher than they were in 2007.%

Average unit values (“AUVs”) of domestic seamless SLP pipe increased by *** percent from
2007 to 2008, increased *** percent from 2008 to 2009, but were *** percent lower in interim 2010
compared to interim 2009.?2

Given the large price rise during the period examined, and the fact that prices for all four pricing
products, as well as AUVs, ended the period higher than when they started despite the fall-off in
underlying demand, I do not find that the subject imports significantly depressed prices for the domestic
like product.

I have also considered the degree to which subject imports prevented domestic industry price
increases which otherwise would have occurred.” Specifically, | examined the domestic industry’s cost
of goods sold (“COGS?”) as a share of net sales over the period examined. However, due to significant
fluctuations in demand, U.S. production, and raw material costs, | have also closely examined per unit
sales values and per unit raw material costs.?

For the entire period examined, the domestic industry’s COGS-to-sales ratio increased slightly
from *** percent to *** percent.”® This increase was caused by fixed costs being allocated over fewer

12 CRat 11-21 to 11-25; PR at 11-16 to 11-18. CR/PR at Table 11-7 and Table II-8.

13 CR/PR at Table I1-1.

14 CR/PR at Table 11-3 and Table I1-4.

5 CR/PR at V-1.

16 CR at V-2 through V-5; PR at V-2 to V-4.

Y CR at V-5.

8 CR/PR at Table V-7.

® Three of the four products’ prices peaked in the first quarter of 2009, and one product’s prices peaked in the
fourth quarter of 2008. CR at V-2 through V-5; PR at V-2 to V-4.

20 CR at V-2 through V-5; PR at V-2 to V-4.

I CR at V-2 through V-5; PR at V-2 to V-4.

22 Within the full year 2009, prices in the first half of 2009 were *** percent higher than that for the second half
of 2009. Interim 2010 prices were only *** percent lower than prices for the second half of 2009. CR/PR at Table
C-1; INV-HH-099 at Additional Table 1.

2 See 19 U.S.C. § 1677(7)(C)(ii).

2% In comparing per unit sales values and per unit raw material costs, | was mindful of the potential product mix
issues inherent in using average unit values.

% CR/PR at Table C-1.
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sales.”® From 2007 to 2008, the domestic industry’s COGS-to-sales ratio decreased by *** percentage
points from *** percent to *** percent.?” However, from 2008 to 2009 U.S. producers’ COGS-to-sales
ratio increased by *** percentage points to *** percent.® Similar to the comparison of full period
examined, this increase in the domestic industry’s COGS-to-sales ratio was again due to fixed costs being
allocated over significantly fewer sales.*® Within the full year 2009, as subject imports increased their
share of the U.S. market from the first half to the second half of 2009, the domestic industry’s COGS-to-
sales ratio increased by *** percentage points to *** percent, despite a *** percent increase in U.S.
producers’ U.S. shipments in the second half of 2009.*® Compared to the first half of 2009, the domestic
industry’s per unit raw material costs for the second half of 2009 increased ***, while per unit sales
values decreased *** 3! Similarly, comparing interim 2009 and interim 2010, per unit raw material costs
increased ***, while per unit sales values decreased ***, although the domestic industry’s COGS-to-sales
ratio decreased slightly due to fixed costs being allocated over more than twice the amount of sales.*

Given the range of assumed demand, substitution, and supply elasticities, U.S. producers should
have been able to pass through a significant portion of any increase in their input cost to purchasers.*
From 2007 through 2008, as demand sky-rocketed, domestic producers were able to pass through all raw
material cost increases to purchasers. However, beginning in 2009 and continuing through the remainder
of the period examined, the continuing sales by U.S. importers of large volumes of significantly lower-
priced seamless SLP pipe from China prevented U.S. producers from even maintaining their prices during
a period of rising raw material costs.* Accordingly, | find that subject imports suppressed domestic
prices to a significant degree during the period examined.

In sum, | find that pervasive and significant subject import underselling of the domestic like
product throughout the period examined contributed significantly to the substantial market share that
subject imports gained during the 2007 to 2009 period at the expense of the domestic industry. Subject
imports gained *** percentage points in market share between 2007 and 2009, while U.S. producers lost

%8 Per unit sales values were *** higher in 2010 than in 2007, while per unit raw material costs were only ***
higher in 2010 than in 2007. However, combined per unit direct labor and “other factory costs” were *** more in
2010 than in 2007. CR/PR at Table VI-1.

27 Per unit sales values were *** higher in 2008 than in 2007, while per unit raw material costs were only ***
higher in 2008 than in 2007. CR/PR at Table VI-1.

% CR/PR at Table VI-1.

2 Per unit sales values were *** higher in 2009 than in 2008, while per unit raw material costs were *** less in
2009 than in 2008. However, combined per unit direct labor and “other factory costs” were *** more in 2009 than
in 2008. CR/PR at Table VI-1.

% U.S. producers’ U.S. shipments increased from *** short tons in the first half of 2009 to *** short tons in the
second half of 2009. CR/PR at Table C-1; INV-HH-099 at Additional Table 1.

1 U.S. producers’ per unit raw material costs increased from *** per short ton in the first half of 2009 to *** per
short ton in the second half of 2009, while U.S. producers’ per unit sales values decreased from *** in the first half
of 2009 to *** in the second half of 2009. CR/PR at Table VI-1 and CR/PR at VI-5, n.6.

32 Combined per unit direct labor and “other factory costs” were *** more in interim 2009 compared to interim
2010. CR/PR at Table VI-1.

% Since demand for seamless SLP pipe is relatively price inelastic, one would expect that U.S. producers would
be able to pass a majority of the increased input cost to purchasers. As the available information suggests that there
were no close substitutes for seamless SLP pipe in most applications, the demand elasticity for seamless SLP pipe is
likely to be low to medium. Commission Staff estimated a demand elasticity in the range of -0.5 to -1.0.
Commission Staff have estimated the elasticity of substitution between U.S.-produced seamless SLP pipe and
imported seamless SLP pipe to be in the range of 2 to 4. Commission Staff have estimated that domestic supply
elasticity for seamless SLP pipe is likely to be relatively high, in the range of 5 to 10. CR at I1-25 through 11-26; PR
at 11-18 through 11-19.

3 See CR/PR at Tables V-2 through V-5.
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*** percentage points in market share during that same period.* Furthermore, continued subject import
underselling from 2009 through the end of the period examined suppressed U.S. prices to a significant
degree. Accordingly, I find that subject imports have had significant adverse effects on domestic prices
during the period examined.

C. Impact of Subject Imports:

I have examined the performance indicators in the trade and financial data for the domestic
seamless SLP pipe industry.*® Between 2007 and 2008, the domestic seamless SLP pipe industry
registered significant gains in most indicators, except for market share, for which it lost *** percentage
points.*” However, for many of the indicators that did improve, the extent of the gains were well below
the *** percent increase in apparent U.S. consumption from 2007 to 2008 because the volume of low-
priced subject imports increased by *** percent over this period and captured *** percentage points of
market share, *** points of which came at the expense of the domestic industry.*

Demand for seamless SLP pipe in the U.S. market began to decline in the fourth quarter of 2008,
and remained low throughout 2009. Apparent U.S. consumption in 2009 was *** percent lower than in
2008.% However, significant volumes of subject imports continued to enter the U.S. market through
February 2010, increasing U.S. importer inventories of low-priced subject imports* and decreasing
demand for new seamless SLP pipe supply in 2009. Instead of purchasing newly-produced seamless SLP
pipe, many distributors and end-users purchased subject imports from U.S. importers’ inventories,
significantly decreasing domestic order books.** In the first half of 2008, U.S. producers’ order books for
seamless SLP pipe peaked at roughly 73,500 short tons per quarter.*® Since then, order books decreased
markedly, reaching the lowest level of 3,093 short tons in the second quarter of 2009.*

As a result, virtually all domestic industry performance indicators were drastically lower in 2009
compared to 2008. Domestic production was *** percent lower in 2009 compared to 2008.* Similarly,
U.S. shipments in 2009 were *** percent less than the level of U.S. shipments in 2008.** Domestic
producers lost *** percentage points of market share in 2009 compared to 2008.*" With domestic
producers operating at only *** percent of production capacity in 2009, employment of production and
related workers was *** percent lower than in 2008, the equivalent of *** fewer workers.*®

Domestic industry profits were still relatively strong in the first half of 2009 as many sales were
made at higher prices negotiated when demand was stronger in 2008. However, the significant decline in
domestic industry prices led to increasingly poor financial performance during the second half of 2009.
Compared to the first half of 2009, domestic industry operating income was *** percent lower in the
second half of 2009 and the domestic industry’s profit margin was *** percentage points lower in the

% Nonsubject imports gained *** percentage points of market share at the expense of the domestic industry from
2007 to 2009. CR/PR at Table C-1.

% See 19 U.S.C. § 1677(7)(C)(iii).

%" CR/PR at Table C-1.

% CR/PR at Table C-1.

% CR/PR at Table C-1.

“ CR/PR at Table IV-11.

“1 CR/PR at Table C-1; INV-HH-099 at Additional Table 1.

2 CR/PR at Table 111-6.

* CR/PR at Table 111-8.

* CR/PR at Table 111-8.

> CR/PR at Table C-1.

¢ CR/PR at Table C-1.

4T CR/PR at Table C-1.

“8 CR/PR at Table C-1.
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second half of 2009.*° Comparing the full year 2008 to 2009, domestic industry operating profits were
*** percent less and profit margins were *** percentage points lower.*

I have examined factors other than subject imports to ensure that | have not attributed injury from
other factors to the subject imports.® In doing so | note that even if other factors are contributing injury
to the domestic industry, the Commission is not required to isolate the effects of subject imports from
other factors contributing to injury®? or make “bright-line distinctions” between the effects of subject
imports and other causes,*® and that the existence of injury caused by other factors does not compel a
negative determination.>® It is sufficient to consider causes of injury to the domestic industry other than
subject imports, and to determine that, notwithstanding other causes of injury, the subject imports
contributed to the injury to a significant degree.

One significant “other factor” in this case is the significant decline in U.S. demand for, and
apparent U.S. consumption of, seamless SLP pipe. | reject respondents’ argument that the condition of
the domestic industry is solely the result of the market cycle entering a downturn.® The decrease in U.S.
producer U.S. shipments and production of new seamless SLP pipe by the U.S. industry in 2009
significantly exceeded the decrease in actual U.S. consumption of seamless SLP pipe.** Despite the
decrease in demand, subject imports entered the United States in significant volumes, exceeding the U.S.
shipments of the domestic industry and maintaining market share in the much smaller U.S. market of
2009.>" Although 2009 output levels would be expected to drop due to the reduction in demand from
2008, the evidence in this case indicates that the impact of unfairly-traded subject imports, which
maintained *** of the U.S. market, contributed significantly to the domestic industry’s low capacity
utilization in 2009.%®

Furthermore, a significant share of the seamless SLP pipe consumed in the first half of 2010 (at
least *** percent) was being drawn from the large U.S. importer inventories, which were
disproportionately comprised of subject imports.>® Similarly, data on responding U.S. seamless SLP pipe

“ CR/PR at Table C-1.

% CR/PR at Table C-1.

51 See Mittal Steel Point Lisas Ltd. v. United States, 542 F.3d 867, 873 (Fed. Cir. 2008); Statement of
Administrative Action on Uruguay Round Agreements Act, H.R. Rep. 103-316, Vol. | at 851-52 (1994) (“SAA™); S.
Rep. 96-249 at 75. 1 also refer to my dissenting views in Polyethylene Terephthalate Film, Sheet and Strip from
Brazil, China, Thailand and the United Arab Emirates, Invs. Nos. 731-TA-1131 to 1134 (Final), USITC Pub. 4040
(Oct. 2008).

2 SAA at 851-52; Taiwan Semiconductor Industry Ass’n v. USITC, 266 F.3d 1339, 1345 (Fed. Cir. 2001).

58 Associacion de Productores de Salmon y Trucha de Chile AG v. United States, 180 F.Supp. 2d 1360, 1375 (Ct.
Int’l Trade 2002).

%See Nippon Steel Corp. v. USITC, 345 F.3d 1379, 1381 (“an affirmative material-injury determination under the
statute requires no more than a substantial-factor showing. That is, the ‘dumping’ need not be the sole or principal
cause of injury.”).

% Hengyang Valin Prehearing Brief at 14.

5% Apparent U.S. consumption was *** percent less in 2009 than in 2008, whereas domestic shipments were ***
percent less, and domestic production was *** percent less, over the same period. CR/PR at Table C-1.

% CR/PR at Table C-1.

%8 In the first half of 2010, in which subject imports’ presence in the market dropped significantly, despite
apparent U.S. consumption levels being slightly higher than that in the first half of 2009, U.S. producers were able to
increase sales by *** percent and increase production by *** percent, compared to the first half of 2009. CR/PR at
Table C-1.

% See CR/PR at Table C-1. U.S. importers reduced their inventories of subject imports by *** short tons, and
reduced their inventories of nonsubject imports by *** short tons. Thus, *** percent of actual U.S. consumption
during the first half of 2010 was comprised of U.S. importer sales of subject imports. See supra, note 9, for an
adjusted calculation of U.S. consumption for interim 2010.
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purchasers (primarily distributors) show that distributors also sold very substantial amounts of subject
imports out of inventory in the first half of 2010.°° This working down of large inventories of low-priced
subject imports prolonged the negative impact of the subject imports, as they depressed domestic sales
and revenues through June 2010. | find that, although the decline in U.S. consumption during the 2009
through June 2010 period had a negative impact on the domestic industry, that impact was exacerbated by
significant volumes of low-priced subject imports entering the market in 2009 as well as the inventory
work down in the first half of 2010, both of which displaced domestic sales. Thus, decreased U.S.
demand does not sufficiently explain the severe decrease in virtually all of the domestic seamless SLP
pipe industry’s performance indicators in 2009.

In addition to the decline in apparent U.S. domestic consumption and demand, I have also
considered nonsubject imports as a potential “other factor” that may have been contributing to the injury
to the domestic industry during the period examined. 1 find that the presence of nonsubject imports does
not undermine my finding of material adverse effects due to subject imports. Although combined imports
from nonsubject sources gained *** percentage points of U.S. market share from 2007 to 2009, subject
imports captured *** percentage points during that same period. Furthermore, the overall increase in
subject import market share in 2009 is largely attributable to the importation of specialized German pipe
in the first half of 2009.5" Nonsubject imports did not increase in absolute or relative terms to the same
degree as did subject imports, particularly from 2007 to 2008, and U.S. importer inventory levels of
nonsubject imports were much more stable than that for subject imports.®> Prices of nonsubject imports
were generally higher than prices of subject imports throughout the period examined.®® If subject imports
had been fairly traded, subject import volumes would have likely been lower. It is likely that the lower
subject import volumes would have been filled to some extent, but not exclusively, by fairly-traded
nonsubject imports. The remainder of that volume would have benefitted the domestic industry by way
of increased prices, sales, production, market share and employment, among other performance
indicators.

After considering other potential causes of injury to the domestic industry, including decreased
demand and the presence of nonsubject imports, | conclude that the domestic industry would have been
better off if subject imports had been fairly traded. | have not attributed any injury from decreased U.S.
demand and/or nonsubject imports to subject imports.

In sum, | find that both the absolute and relative volumes of subject imports, and their increase
during the period examined, were significant. Subject imports gained market share at the expense of the
domestic industry by underselling the domestic product to a significant degree throughout the period
examined and suppressing U.S. prices from 2009 through June 2010. The presence of large volumes of
unfairly-traded subject imports exacerbated the severe declines in the domestic industry’s trade,
employment, and financial performance in 2009 and the first half of 2010: the injury caused by imports of
seamless SLP pipe from China was not merely “incidental, tangential, or trivial.”® Accordingly, I find
that subject imports had a material adverse impact on the domestic industry during the period examined.

8 Responding purchasers reduced their inventories of subject imports by at least 37,336 short tons in the first half
of 2010. CR/PR at Table I1-2.

61 See supra, at note 11.

82 CR/PR at Table C-1.

% Nonsubject imports had AUVs substantially higher than those of subject imports, and even higher than those of
the domestic product, throughout the period examined. CR/PR at Table C-1. Based on quarterly price comparisons
involving specific seamless SLP pipe products, prices of honsubject imports were in most cases higher than prices of
subject imports, while in most cases lower than prices of the domestic product. CR/PR at E-3.

% See Nippon Steel Corp., 345 F.3d at 1384; Mittal Steel, 542 F.3d at 873.
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D. Conclusion:

For the foregoing reasons, | determine that the domestic seamless SLP pipe industry is materially
injured by reason of subject imports of seamless SLP pipe from China found to be sold in the United
States at less than fair value and subsidized by the Government of China.

VIl.  CRITICAL CIRCUMSTANCES:

In its final antidumping and countervailing duty determinations, Commerce found, as it had in its
preliminary determinations, that critical circumstances existed with respect to imports from China of
seamless SLP pipe from Hengyang Valin and the PRC-wide entity, but did not exist with respect to
Tianjin Pipe (Group) Corporation.®® Because | have determined that the domestic seamless SLP pipe
industry is materially injured by reason of subject imports from China, | must further determine “whether
the imports subject to the affirmative *** ... are likely to undermine seriously the remedial effect of the
antidumping order to be issued.”® The SAA indicates that the Commission is to determine “whether, by
massively increasing imports prior to the effective date of relief, the importers have seriously undermined
the remedial effect of the order.”®’

The statute further provides that in making this determination the Commission shall consider
among other factors it considers relevant —

(1) the timing and the volume of the imports,

(1) a rapid increase in inventories of the imports, and

(11) any other circumstances indicating that the remedial effect of the
antidumping order will be seriously undermined.®®

In considering the timing and volume of subject imports, the Commission’s practice is to consider
import quantities prior to the filing of the petition with those subsequent to the filing of the petition®
using monthly statistics on the record regarding those firms for which Commerce has made an affirmative
critical circumstance determination.™

8 CR/PR at IV-18; PR at IV-14; Certain Seamless Carbon and Alloy Steel Standard, Line and Pressure Pipe From
the People’s Republic of China: Final Affirmative Countervailing Determination, Final Affirmative Critical
Circumstances Determination, 75 FR 57444, September 21, 2010; Certain Seamless Carbon and Alloy Steel
Standard, Line and Pressure Pipe From the People’s Republic of China: Final Affirmative Countervailing
Determination, Final Determination of Sales at Less Than Fair Value and Critical Circumstances, in Part, 75 FR
57449, September 21, 2010.

% 19 U.S.C. § 1673d(b)(4)(A)(1).

7 SAA at 877.

% 19 U.S.C. § 1673d(b)(4)(A)(ii).

% The legislative history for the critical circumstances provision indicates that the provision was designed “to
deter exporters whose merchandise is subject to an investigation from circumventing the intent of the law by
increasing their exports to the United States during the period between the initiation of an investigation and a
preliminary determination by ***.” ICC industries, Inc. v. United States, 812 F.2d 694, 700 (Fed. Cir. 1987),
quoting H.R. Rep. No. 317, 96" Cong., 1% Sess. 63 (1979).

70 See Certain Lined School Paper Supplies from China, India, and Indonesia, Inv. Nos. 701-TA-442-443 and
731-TA-1095-1097 (Final) USITC Pub. 3884 (September 2006) at 47; Carbozole Pigment from China and India,
Inv. Nos. 701-TA-437 and 731-TA-1060 and 1061 (Final), USITC Pub. 3744 (December 2004) at 26; Certain
Frozen Fish Fillets from Vietnam, Inv. No. 731-TA-1012 (Final), USITC Pub. 3617 (August 2003) at 20-22.
However, the Commission is not required to examine the same period that Commerce examined in performing its
critical circumstances analysis. Steel Concrete Reinforcing Bars from Turkey, Inv. No. 731-TA-745 (Final), USITC

(continued...)
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U.S. Steel argues that the Commission should make an affirmative finding of critical
circumstances based on the fact that subject import volume was *** percent higher in the six months
following the filing of the petition compared to the six-month period up to and including the month in
which the petition was filed.” Hengyang Valin argues that critical circumstances do not exist because the
increase in subject imports was mainly due to a spike in November 2009, and that spike did not have any
impact on the domestic industry.™

Based on a comparison of subject import volumes over the six-month periods before and after the
petition’s filing in September 2009, although monthly imports from China *** in the six months after the
petition was filed, | do not consider the increase as likely to seriously undermine the remedial effect of the
orders.

I have also examined the extent to which there was an increase in inventories of the subject
imports.” U.S. importers’ ending inventories of subject imports increased by *** short tons during the
first six months of 2009, but then decreased by *** short tons for the second six months of 2009, and then
decreased further by *** short tons in the first half of 2010.” The inventory evidence on the record
strongly supports that U.S. importer inventories of subject imports were lower in the six month period
following the filing of the petition compared to the six months prior to the filing of the petition.
Accordingly, | conclude that the likely decrease in inventories of subject imports during that time period
will not seriously undermine the remedial effect of the orders.

Nor do | find the existence of any other circumstances indicating that the remedial effect of orders
will be seriously undermined.

In sum, | find that critical circumstances do not exist with respect to the subject imports covered
by Commerce’s affirmative critical circumstances determination, and therefore | make a negative critical
circumstances finding.

7(...continued)
Pub. 3034 (April 1997) at 34.
™ U.S. Steel Prehearing Br. at 39-41.
2 Hengyang Valin Posthearing Br. at 28-29.
7 See 19 U.S.C. § 1673d(b)(4)(A)()(I1).
™ See CR/PR at Table C-1.
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PART I: INTRODUCTION

BACKGROUND

These investigations result from a petition filed with the U.S. Department of Commerce
(*Commerce”) and the U.S. International Trade Commission (“USITC” or “Commission”) by U.S. Steel
Corp., Pittsburgh, PA and V&M Star L.P., Houston, TX on September 16, 2009," alleging that an industry
in the United States is materially injured and threatened with material injury by reason of subsidized and
less-than-fair-value (“LTFV”) imports of certain seamless carbon and alloy steel standard, line, and
pressure pipe (“seamless SLP pipe™)? from China. Information relating to the background of the
investigations is provided below.?

Effective date

Action

September 16, 2009

Petition filed with Commerce and the Commission; institution of Commission
investigation (74 FR 48282, September 22, 2009)

October 14, 2009

Commerce’s antidumping duty notice of initiation (74 FR 52744)

October 15, 2009

Commerce’s countervailing duty notice of initiation (74 FR 52945)

November 6, 2009

Commission’s determination in preliminary (74 FR 57521)

March 1, 2010

Commerce’s preliminary countervailing duty determination (75 FR 9163)

Commerce’s preliminary antidumping duty determination (75 FR 22372);

April 28, 2010 scheduling of final phase of Commission’s investigations
(75 FR 26273, May 11, 2010)
May 28, 2010 Commerce’s amended preliminary antidumping duty determination (75 FR 29972)

September 14, 2010

Commission’s hearing*

September 21, 2010

Commerce’s final countervailing duty determination (75 FR 57444);
Commerce’s final antidumping duty determination (75 FR 57449)

October 15, 2010

Commission’s vote

November 4, 2010

Commission’s determination transmitted to Commerce

L A list of witnesses appearing at the hearing is presented in appendix B.

! On September 25, 2009, the petition was amended to add TMK IPSCO and The United Steel, Paper and
Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Worker International Union (“USW?) as

additional petitioners.

2 See the section entitled “The Subject Merchandise” in Part I of this report for a complete description of the
merchandise subject to these investigations.

% Federal Register notices relating to Commerce’s final determinations and the Commission’s schedule are

presented in app. A.



STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory Criteria

Section 771(7)(B) of the Tariff Act of 1930 (the “Act”) (19 U.S.C. 8 1677(7)(B)) provides that in
making its determinations of injury to an industry in the United States, the Commission--

shall consider (I) the volume of imports of the subject merchandise, (I1)
the effect of imports of that merchandise on prices in the United States
for domestic like products, and (I11) the impact of imports of such
merchandise on domestic producers of domestic like products, but only
in the context of production operations within the United States; and . . .
may consider such other economic factors as are relevant to the
determination regarding whether there is material injury by reason of
imports.

Section 771(7)(C) of the Act (19 U.S.C. § 1677(7)(C) further provides that--

In evaluating the volume of imports of merchandise, the Commission
shall consider whether the volume of imports of the merchandise, or any
increase in that volume, either in absolute terms or relative to production
or consumption in the United States is significant.

In evaluating the effect of imports of such merchandise on prices, the
Commission shall consider whether . . . (1) there has been significant
price underselling by the imported merchandise as compared with the
price of domestic like products of the United States, and (I1) the effect of
imports of such merchandise otherwise depresses prices to a significant
degree or prevents price increases, which otherwise would have
occurred, to a significant degree.

In examining the impact required to be considered under subparagraph
(B)(1)(111), the Commission shall evaluate (within the context of the
business cycle and conditions of competition that are distinctive to the
affected industry) all relevant economic factors which have a bearing on
the state of the industry in the United States, including, but not limited to

(1) actual and potential declines in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity, (1)
factors affecting domestic prices, (I11) actual and potential negative
effects on cash flow, inventories, employment, wages, growth, ability to
raise capital, and investment, (IV) actual and potential negative effects
on the existing development and production efforts of the domestic
industry, including efforts to develop a derivative or more advanced
version of the domestic like product, and (V) in {an antidumping
investigation}, the magnitude of the margin of dumping.



Organization of the Report

Part | of this report presents information on the subject merchandise, final subsidy and dumping
margins, and domestic like product. Part Il of this report presents information on conditions of
competition and other relevant economic factors. Part 111 presents information on the condition of the
U.S. industry, including data on capacity, production, shipments, inventories, and employment. Parts IV
and V present the volume of subject imports and pricing of domestic and imported products, respectively.
Part VI presents information on the financial experience of U.S. producers. Part VII presents the
statutory requirements and information obtained for use in the Commission’s consideration of the
guestion of threat of material injury as well as information regarding nonsubject countries.

U.S. MARKET SUMMARY

Seamless standard pipe’s end-use applications include the low pressure conveyance of water,
steam, natural gas, air, and other liquids and gases in plumbing and heating systems, air conditioning
units, automatic sprinklers, and other related uses. Seamless line pipe is intended for the conveyance of
oil and natural gas and other fluids in pipe lines, transmission lines, or gathering lines. Seamless pressure
pipe is intended for the conveyance of water, steam, petrochemicals, chemicals, oil products, natural gas,
and other liquids and gases at elevated temperatures or pressures, or both, in industrial piping systems.

The U.S. producers of seamless SLP pipe include Michigan Seamless Tube LLC (“Michigan
Seamless™); Plymouth Tube Co. (“Plymouth”); The Timken Co. (“Timken”); TMK Ipsco (“TMK
IPSCO”); U.S. Steel Corp. (“U.S. Steel”); V&M Star, L.P. (“V&M Star”); Wheatland Tube Co.
(“Wheatland”); and Wyman-Gordon Forgings, Inc. (“Wyman-Gordon”). U.S. Steel is the largest
producer of seamless SLP pipe ***. The largest responding producer of seamless SLP pipe in China is
***_ The leading U.S. importers of seamless SLP pipe from China are ***. U.S. purchasers of seamless
SLP pipe include distributors and, to a lesser extent, end users that typically purchase directly from U.S.
mills and U.S. importers. The leading U.S. purchasers of seamless SLP pipe are distributors ***,

Apparent U.S. consumption of total seamless SLP pipe* totaled *** short tons ($***) in 2009.
Currently, eight firms reported producing seamless SLP pipe (either small or large diameter) in the United
States. U.S. producers’ U.S. shipments of total seamless SLP pipe totaled *** short tons ($***) in 20009,
and accounted for *** percent of apparent U.S. consumption by quantity and *** percent by value. U.S.
imports from China totaled *** short tons ($***) in 2009 and accounted for *** percent of apparent U.S.
consumption by quantity and *** percent by value. U.S. imports from nonsubject sources totaled ***
short tons ($***) in 2009 and accounted for *** percent of apparent U.S. consumption by quantity and
*** percent by value.

Apparent U.S. consumption of small diameter seamless SLP pipe® totaled *** short tons ($***)
in 2009. Currently, six firms (Michigan Seamless, Plymouth, Timken, TMK IPSCO, U.S. Steel, and
Wheatland) are known to produce small diameter seamless SLP pipe in the United States. U.S.
producers’ U.S. shipments of small diameter seamless SLP pipe totaled *** short tons ($***) in 2009,
and accounted for *** percent of apparent U.S. consumption by quantity and *** percent by value. U.S.
imports from China totaled *** short tons ($***) in 2009 and accounted for *** percent of apparent U.S.
consumption by quantity and *** percent by value. U.S. imports of small diameter seamless SLP pipe
from nonsubject sources totaled *** short tons ($***) in 2009 and accounted for *** percent of apparent
U.S. consumption by quantity and *** percent by value.

* The term “total seamless SLP pipe” refers to the combination of both small diameter and large diameter
seamless SLP pipe (as those terms are defined in the following footnotes).

® The term “small diameter seamless SLP pipe” refers to seamless SLP pipe up to and including 4.5 inches in
outside diameter.
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Apparent U.S. consumption of large diameter seamless SLP pipe® totaled *** short tons ($***) in
2009. Currently, four firms (Timken, U.S. Steel, V&M Star, and Wyman-Gordon) reported producing
large diameter seamless SLP pipe in the United States. U.S. producers’ U.S. shipments of large diameter
seamless SLP pipe totaled *** short tons ($***) in 2009, and accounted for *** percent of apparent U.S.
consumption by gquantity and *** percent by value. U.S. imports from China totaled *** short tons
($***) in 2009 and accounted for *** percent of apparent U.S. consumption by quantity and *** percent
by value. U.S. imports of large diameter seamless SLP pipe from nonsubject sources totaled *** short
tons ($***) in 2009 and accounted for *** percent of apparent U.S. consumption by quantity and ***
percent by value.

SUMMARY DATA AND DATA SOURCES

A summary of data collected in the investigations is presented in appendix C, tables C-1 through
C-6. Tables C-1 through C-3 include all seamless SLP pipe currently within the scope of these
investigations (which excludes ASTM A-335 pipe). Tables C-4 through C-6 include all seamless SLP
pipe within the scope and also ASTM A-335 pipe. The eight identified producers that provided at least
partial data accounted for the large majority of U.S. production of seamless SLP pipe during 2009 (see
Part 111 of this report). U.S. imports are based on official Commerce statistics (see Part IV of this report)
as adjusted by questionnaire data to exclude ASTM A-335 pipe. Foreign producers’ and exporters’ data
are based on questionnaire responses of four producers and exporters in China (see Part VII of this report)
as well as published sources. Additional information regarding a comparison of small diameter and large
diameter seamless SLP pipe as well as a comparison of seamless pipe meeting the ASTM A-335
specification and seamless pipe not meeting the ASTM A-335 specification appears in appendix D.
Further information regarding price data -- specifically incorporating prices of small diameter and large
diameter seamless SLP pipe from nonsubject countries -- appears in appendix E.

PREVIOUS AND RELATED INVESTIGATIONS
Title VII Investigations
Seamless SLP pipe has been the subject of several Commission investigations and reviews. A
listing of these proceedings is presented in table 1-1. Of the three antidumping duty orders in place, two

cover small diameter seamless SLP pipe only (Germany, Romania) while one covers small diameter and
large diameter seamless SLP pipe (Japan).

® The term “large diameter seamless SLP pipe” refers to seamless SLP pipe greater than 4.5 inches and less than
or equal to 16 inches in outside diameter.



Table I-1

Seamless SLP pipe: Previous and related investigations, 1980-2010

Original Investigation Review
Current status
Date! Number Country Outcome Date! Outcome
1980 731-TA-15 Japan Negative?® - - -
Affirmative/ ITA revoked effective
1982 |731-TA-87 Japan Negative* - - 10/29/85
1994 [701-TA-362 |ltaly Affirmative 2000 Negative ITA revoked effective 8/8/00
2000 Affirmative
1994 | 731-TA-707 |Argentina Affirmative 2006 Negative ITA revoked effective 7/16/06
2000 Affirmative
1994 [731-TA-708 |Brazil Affirmative 2006 Negative ITA revoked effective 7/16/06
2000 Affirmative
1994 |731-TA-709 | Germany Affirmative 2006 Affirmative Continuation order 5/18/07
1994 [731-TA-710 |ltaly Affirmative 2000 Negative ITA revoked effective 8/3/00
The Czech
2000 |731-TA-846 |Republic Affirmative 2005 Negative ITA revoked effective 8/14/05
2000 |731-TA-847 |Japan Affirmative 2005 Affirmative Continuation order 5/8/06
2000 |731-TA-848 [Mexico Affirmative 2005 Negative ITA revoked effective 8/14/05
2000 731-TA-849 Romania Affirmative 2005 Affirmative Continuation order 5/8/06
2000 |731-TA-850 |[South Africa | Affirmative 2005 Negative ITA revoked effective 8/14/05
! “Date” refers to the year in which the investigation or review was instituted by the Commission.
2 Preliminary determination.
3 See Determination of the Commission After Reconsideration of Imports Provided for in Item 610.3205 of the Tariff Schedule
of the United States Annotated, 45 FR 47769, July 16, 1980.
* The Commission made an affirmative determination with respect to seamless heat-resisting and seamless stainless pipes
and tubes, and a negative determination with respect to seamless “other alloy” pipes and tubes.
Source: Compiled from U.S. International Trade Commission publications.

Global Safeguard Investigations

Following receipt of a request from the Office of the United States Trade Representative
(“USTR”) on June 22, 2001, the Commission instituted investigation No. TA-201-73, Steel, under section
202 of the Trade Act of 1974’ to determine whether certain steel products, which included seamless
carbon and alloy steel SLP pipe,® were being imported into the United States in such increased quantities
as to be a substantial cause of serious injury, or the threat thereof, to the domestic industries producing
articles like or directly competitive with the imported article.® On July 26, 2001, the Commission
received a resolution adopted by the Committee on Finance of the U.S. Senate (“Senate Finance

719 U.S.C. § 2252.
8 Steel, Inv. No. TA-201-73, USITC Publication 3479, December 2001, volume 1, p. 155.

® Institution and Scheduling of an Investigation under Section 202 of the Trade Act of 1974 (19 U.S.C. 2252) (the
Act), 66 FR 35267, July 3, 2001.



Committee” or “Committee”) requesting that the Commission investigate certain steel imports under
section 201 of the Trade Act of 1974.1° Consistent with the Senate Finance Committee’s resolution, the
Commission consolidated the investigation requested by the Committee with the Commission’s
previously instituted investigation No. TA-201-73.** On December 20, 2001, the Commission issued its
determinations and remedy recommendations. With regard to this product category, the Commission
made a negative determination, concluding that the U.S. seamless pipe industry was not seriously injured
by increased U.S. imports, citing the profitability of the U.S. industry during the period examined.*?
NATURE AND EXTENT OF SUBSIDIES AND SALES AT LTFV
Subsidies

On September 21, 2010, Commerce published a notice in the Federal Register of its final
determination of countervailable subsidies for producers and exporters of seamless SLP pipe from
China.®* Commerce identified the following government programs in China:

A. Policy Loans to the Seamless Pipe Industry

B. Export Loans from the Export-Import Bank of China

C. Provision of Steel Rounds for Less Than Adequate Remuneration

D. Provision of Electricity for Less Than Adequate Remuneration

E. The State Key Technology Project Fund

F. Subsidies Provided in the Tianjin Binhai New Area and the Tianjin Economic and
Technological Development Area

G. Other Subsidies Received by TPCO

H. Import Tariff and VAT Exemptions for FIEs Using Imported Equipment in Encouraged
Industries

I. Income Tax Credits for Domestically Owned Companies Purchasing Domestically
Produced Equipment

919 U.S.C. §2251.

11 Consolidation of Senate Finance Committee Resolution Requesting a Section 201 Investigation with the
Investigation Requested by the United States Trade Representative on June 22, 2001, 66 FR 44158, August 22,
2001.

12 Steel, Inv. No. TA-201-73, Publication No. 3479, volume 1, p. 188 (“In summary, the data present a mixed
picture as to whether the domestic industry is seriously injured. There were annual fluctuations in many of the
factors examined. . . Nevertheless, one facet of domestic industry performance remained consistent throughout the

period examined: profitability. The domestic industry maintained strong operating margins throughout the period,
other than in 1999.”).

13 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Final Affirmative Countervailing Duty Determination, Final Affirmative Critical Circumstances
Determination, 75 FR 57444, September 21, 2010.
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J. “Two Free, Three Half” Program

K. Local Income Tax Exemption and Reduction Programs for “Proactive” FIEs

L. Government Debt Forgiveness

Table 1-2 presents Commerce’s findings of subsidization of seamless SLP pipe from China.

Table I-2

Seamless SLP pipe: Commerce’s final subsidy determination with respect to imports from China

Final
countervailable
subsidy margin

Entity (percent)
Tianjin Pipe (Group) Co., Tianjin Pipe Iron Manufacturing Co., Ltd., Tianguan
Yuangtong Pipe Product Co., Ltd., Tianjin Pipe International Economic and
Trading Co., Ltd., and TPCO Charging Development Co., Ltd. 13.66
Hengyang Steel Tube Group International Trading, Inc., Hengyang Valin Steel
Tube Co., Ltd., Hengyang Valin MPM Tube Co., Ltd., Xigang Seamless Steel
Tube Co., Ltd., Wuxi Seamless Special Pipe Co., Ltd., Wuxi Resources Steel
Making Col, Ltd., and Jiansu Xigang Group co., Ltd. 53.65
All others 33.66

Source: 75 FR 57444, September 21, 2010.

Salesat LTFV

On September 21, 2010, Commerce published a notice in the Federal Register of its final
determination of sales at LTFV with respect to imports from China.** Table 1-3 presents Commerce’s

dumping margins with respect to imports of seamless SLP pipe from China.

14 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Final Determination of Sales at Less Than Fair Value and Critical Circumstances, in Part, 75 FR 57449,

September 21, 2010.




Table I-3

Seamless SLP pipe: Commerce’s final weighted-average LTFV margins with respect to imports

from China
Final
dumping margin
Exporter Producer (percent)

Tianjin Pipe International Economic
and Trading Corporation Tianjin Pipe (Group) Corporation 48.99
Hengyang Steel Tube Group Hengyang Valin Steel Tube Co., Ltd. and
International Trading Inc. Hengyang Valin MPM Tube Co., Ltd. 82.03

Xigang Seamless Steel Tube Co., Ltd,
Xigang Seamless Steel Tube Co., and Wuxi Seamless Special Pipe Co.,
Ltd. Ltd. 65.51
Jiangyin City Changjiang Steel Pipe | Jiangyin City Changjiang Steel Pipe Co.,
Co., Ltd. Ltd. 65.51
Pangang Group Chengdu Iron & Pangang Group Chengdu Iron & Steel
Steel Co., Ltd. Co., Ltd. 65.51
Yangzhou Lontrin Steel Tube Co.,
Ltd. Yangzhou Lontrin Steel Tube Co., Ltd. 65.51
Yangzhou Chengde Steel Tube
Co., Ltd. Yangzhou Chengde Steel Tube Co., Ltd. 65.51
PRC-Wide Rate 98.74

Source: 75 FR 57449, September 21, 2010.

THE SUBJECT MERCHANDISE

Commerce’s Scope

Commerce has defined the scope of these investigations as follows:
Certain seamless carbon and alloy steel (other than stainless steel) pipes and redraw
hollows, less than or equal to 16 inches (406.4 mm) in outside diameter, regardless of
wall-thickness, manufacturing process (e.g., hot-finished or cold-drawn), end finish (e.qg.,
plain end, beveled end, upset end, threaded, or threaded and coupled), or surface finish
(e.q., bare, lacquered or coated). Redraw hollows are any unfinished carbon or alloy steel
(other than stainless steel) pipe or “hollow profiles” suitable for cold finishing operations,
such as cold drawing, to meet the American Society for Testing and Materials (“ASTM”)
or American Petroleum Institute (“API”) specifications referenced below, or comparable
specifications. Specifically included within the scope are seamless carbon and alloy steel
(other than stainless steel) standard, line, and pressure pipes produced to the ASTM A-53,
ASTM A-106, ASTM A-333, ASTM A-334, ASTM A-589, ASTM A-795, ASTM A-
1024, and the API 5L specifications, or comparable specifications, and meeting the
physical parameters described above, regardless of application, with the exception of the

exclusion discussed below.




Specifically excluded from the scope of the investigation are: (1) all pipes meeting
aerospace, hydraulic, and bearing tubing specifications; (2) all pipes meeting the
chemical requirements of ASTM A-335, whether finished or unfinished; and (3)
unattached couplings. Also excluded from the scope of the investigation are all
mechanical, boiler, condenser and heat exchange tubing, except when such products
conform to the dimensional requirements, i.e., outside diameter and wall thickness of
ASTM A-53, ASTM A-106 or API 5L specifications.*

The scope of these investigations has been modified over the course of this proceeding. As filed,
the petition specifically excluded boiler and mechanical tubing if such products are not produced to
ASTM A-53, ASTM A-106, ASTM A-333, ASTM A-334, ASTM A-335, ASTM A-589, ASTM A-795,
and API 5L specifications and are not used in standard, line, or pressure pipe applications. Commerce’s
notices of initiation did not retain the language regarding the exclusion of boiler and mechanical tubing
based on end-use applications. Subsequently, in Commerce’s preliminary determination of sales at less
than fair value, the issue of boiler and mechanical tubing was discussed further, and Commerce stated that
“if a product conforms to the specifications in the scope or a comparable specification, and it meets the
physical parameters identified in the scope, it is covered by the scope of the investigation.” However, on
June 23, 2010, following a letter filed jointly by Petitioners and Respondents, Commerce issued a
memorandum stating it was considering modifying the scope language to include a sentence reading:

“Also excluded from the scope of the investigation are all mechanical, boiler, condenser
and heat exchange tubing, except when such products conform to the dimensional
requirements, i.e., outside diameter and wall thickness of ASTM A-53, ASTM A-106 or
API 5L specifications.”

This scope language modification was integrated into the questionnaires issued by the
Commission.

Commerce also addressed an additional issue involving ASTM A-335 pipe. On August 19, 2010,
Commerce issued a memorandum following a request by Petitioners that Commerce exclude from the
scope of the investigation seamless SLP pipe produced to the ASTM A-335 specification. Commerce
indicated its intent to remove the reference to ASTM A-335 from the list of specifications within the
scope and to add the following language to the scope:

“Also excluded from the scope of the investigation are all pipes that meet the chemical
requirements of ASTM A-335 whether finished or unfinished.”

Both the mechanical and boiler tube and the ASTM A-335 exclusions were incorporated into the
final scope language in Commerce’s final determinations.

Tariff Treatment

The imported seamless SLP pipe subject to these investigations is classified in the 2010
Harmonized Tariff Schedule of the United States (“HTS™) in subheadings 7304.19, 7304.31, 7304.39,

15 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Final Determination of Sales at Less Than Fair Value and Critical Circumstances, in Part, 75 FR 57449,
September 21, 2010.
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7304.51, and 7304.59.1® The HTS statistical reporting numbers are provided for convenience and
customs purposes only; the written description of the scope of the investigations is dispositive. The
column-1 general (normal trade relations) rates of duty for the subject product under all covered
subheadings are free.

THE PRODUCTY
Overview

Steel pipes and tubes are made in circular, rectangular, or other cross sections, and are generally
manufactured by either the welded or seamless production process. Steel pipe and tube manufactured by
either process can be categorized by the grades of steel (e.g., carbon and alloy) used in steel production.'®
In addition, steel pipe and tube can be categorized by end-use. The American Iron and Steel Institute
(AISI) has defined six such end-use categories: standard pipe, line pipe, structural pipe and tubing,
mechanical tubing, pressure tubing, and oil country tubular goods (OCTG).* The imported products
subject to these investigations are certain seamless SLP pipe produced from carbon or alloy (other than
stainless) steel.

Steel pipes and tubes generally are produced according to standards and specifications published
by a number of organizations, including the American Society for Testing and Materials (ASTM), the
American Society of Mechanical Engineers (ASME), and the American Petroleum Institute (API).
Comparable organizations in the United Kingdom, Japan, Russia, and other countries also have developed
standard specifications for steel pipes and tubes.?

Description and Applications

Seamless standard pipe is commonly produced to the ASTM A-53 specification, and generally is
not intended for high temperature or high pressure service. Rather, typical end-use applications include
the low pressure conveyance of water, steam, natural gas, air, and other liquids and gases in plumbing and
heating systems, air conditioning units, automatic sprinklers, and other related uses. If used in water

18 The merchandise covered by these investigations is currently imported under the following HTS statistical
reporting numbers: 7304.19.1020, 7304.19.1030, 7304.19.1045, 7304.19.1060, 7304.19.5020, 7304.19.5050,
7304.31.3000, 7304.31.6050, 7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.39.0028, 7304.39.0032,
7304.39.0036, 7304.39.0040, 7304.39.0044, 7304.39.0048, 7304.39.0052, 7304.39.0056, 7304.39.0062,
7304.39.0068, 7304.39.0072, 7304.51.5005, 7304.51.5060, 7304.59.6000, 7304.59.8010, 7304.59.8015,
7304.59.8020, 7304.59.8025, 7304.59.8030, 7304.59.8035, 7304.59.8040, 7304.59.8045, 7304.59.8050,
7304.59.8055, 7304.59.8060, 7304.59.8065, and 7304.59.8070.

7 Except where noted, information presented in this section is drawn from Certain Seamless Carbon and Alloy
Steel Standard, Line, and Pressure Pipe from Argentina, Brazil, and Germany, Inv. Nos. 731-TA-707-709 (Second
Review), USITC Publication 3918, May 2007.

%8 Included in alloy grades are heat-resisting, stainless, and “other” alloy grades.

19 Standard, line, and pressure pipe generally is intended to convey liquids and typically is tested and rated for its
ability to withstand hydrostatic pressure. Structural pipe and tubing is used for load-bearing purposes and
construction, although only small amounts of prime seamless pipe are used in structural applications. Seamless
mechanical tubing is typically a custom-designed product employed within the automotive industry and by
equipment manufacturers. OCTG is used in the drilling of oil and gas wells (drill pipe) and in the conveying of oil
and gas from within the well to ground level (casing and tubing).

20 particular specifications to which pipe products are produced are commonly marked on each pipe and are
referred to as a “stencil.”
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wells, such pipe is typically certified to the ASTM A-589 specification. Fire protection applications are
covered by the ASTM A-795 specification.

Depending on the type and grade, however, standard pipe may carry liquids at elevated
temperatures but must not exceed relevant ASME code requirements. If exceptionally low temperature
end uses or conditions are anticipated, seamless standard pipe may be produced to meet ASTM A-333
and A-334 specifications (covering carbon and alloy seamless pipe and tube for low temperature service).

Seamless line pipe is produced to the API 5L specification, and is intended for the conveyance of
oil and natural gas and other fluids in pipe lines, transmission lines, or gathering lines. Line pipe may
also be certified to the ASTM A-1024 specification.

Seamless pressure pipe is commonly produced to the ASTM A-106 specification (covering
seamless carbon steel pipe for higher temperature service), and is intended for the conveyance of water,
steam, petrochemicals, chemicals, oil products, natural gas, and other liquids and gases at elevated
temperatures or pressures, or both, in industrial piping systems. Seamless pressure pipe may carry
substances at elevated temperatures and pressures and may be subjected to external heat. Seamless
pressure pipe meeting the ASTM A-106 specification may be used in temperatures of up to 1,000 degrees
Fahrenheit at various ASME code stress levels.?

Seamless SLP pipe is commonly produced and certified to meet multiple specifications to avoid
separate production runs and inventories for pipe sold for different applications. Manufacturers often
quadruple certify? pipe made to the ASTM A-53, ASTM A-106, API 5L grade B, and API 5L X-42
specifications,? thus allowing distributors to maintain a single inventory of quad stenciled pipe for use in
multiple applications.? 2

Seamless SLP pipe less than 2 inches in outside diameter is commonly pressure pipe produced to
the ASTM A-106 specification, and is frequently used in high pressure or high temperature applications,

2! Seamless alloy pipes made to the ASTM A-335 specification (covering alloy steel pipe for high temperature
service) must be used if temperatures and stress levels exceed those allowed for ASTM A-106.

22 Quadruple certification is referred to as a “quad stencil,” whereby manufacturers put four stencils, or markings,
on the pipe to show that it has been produced to meet the requirements and tests pursuant to the respective
specifications.

28 Principal differences among standard pipe made to the ASTM A-53 specification, pressure pipe made to the
ASTM A-106 specification, and line pipe made to the API 5L X-42 or grade B specifications include differences in
minimum yield strength, chemical composition, and variation in permissible weight and dimensional tolerances.
Line pipe made to the API 5L X-42 specification has a higher minimum yield strength (42,000 pounds per square
inch (psi)) than line pipe made to the API grade B specification (35,000 psi), pressure pipe made to the ASTM A-
106 grade B specification (35,000 psi), and standard pipe made to the ASTM A-53 grade B specification (35,000
psi). Alloying elements such as Columbium (niobium) and titanium may be included in line pipe made to the API
5L X-42 or grade B specifications to achieve a higher minimum yield strength than that of standard pipe made to the
ASTM A-53 specification. Line pipe made to the API 5L X-42 specification may also contain more manganese,
which increases tensile strength and hardness, than either standard pipe (ASTM A-53) or pressure pipe (ASTM A-
106). Variations in permissible weight and dimensional tolerances are more stringent for pressure pipe (ASTM A-
106) and line pipe (API 5L grade B or X-42) than those for standard pipe (ASTM A-53). However, all of these
specifications overlap, so that pipe may be produced to comply with all of them.

24 Conference transcript, p. 29 (Lindgren).

% Although seamless SLP pipe may be quad-stenciled to meet the ASTM A-53, ASTM A-106, and API 5L X-42
or grade B specifications, seamless SLP pipe produced to the ASTM A-333 and A-334 specifications (covering
carbon and alloy seamless pipe and tube for lower temperature service) is not dual, triple, or quadruple certified with
ASTM A-53, ASTM A-106, and API 5L X-42 or grade B because of the inclusion of higher levels of alloying
elements such as nickel, chromium, and molybdenum, and higher requirements for minimum tensile and yield
strengths that exceed those of ASTM A-53, ASTM A-106, and API 5L X-42 or grade B. This is also true for
seamless pipe produced to the ASTM A-335 specification (covering alloy steel pipe for high temperature service).
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such as in the construction or repair of refineries and chemical plants. Seamless SLP pipe with outside
diameters greater than 2 inches and less than or equal to 4.5 inches is commonly produced and certified to
the quad stencil certification and used in more general high pressure applications in industrial piping
systems. However, seamless SLP pipe that is 2-3 inches in outside diameter may also be used as
gathering lines connecting oil and natural gas wells to transmission lines.?* Oil and natural gas producers
specify the diameter of seamless SLP pipe needed according to the type of flow of oil or natural gas
achieved from a particular well.””

Most steel products, including those subject to these investigations, are produced from carbon
steel, which contains controlled amounts of carbon and manganese.?® Alloy steels, which provide
physical properties not achievable to the same degree as carbon steels,?® contain controlled amounts of
alloying elements—usually nickel, chromium, and molybdenum.*® ASTM specifications that include
alloy steel and that are referred to in these investigations are ASTM A-333 and A-334 (covering carbon
and alloy seamless pipe and tube for low temperature service)® and the now-excluded ASTM A-335
(covering alloy steel pipe for high temperature service).*

Production Processes

In the United States, steel used to produce seamless SLP pipe is made by either the basic-oxygen
process, in which scrap is added to molten pig iron and alloying materials to convert into molten steel, or
by the electric-arc furnace process, in which steel scrap, direct-reduced iron, cold pig iron, and alloying
materials are melted to convert into molten steel. The chemical composition of steel, including level of
carbon, manganese, and other alloying materials is controlled in the melting process. Molten steel
produced by either steelmaking process is continuously cast into either round or square billets, which are
the starting materials, for the production of seamless SLP pipe. Seamless SLP producers that do not
maintain steelmaking operations use purchased billets or redraw hollows as their raw material. Of the
eight U.S. producers that reported producing seamless SLP pipe, four use billets produced in their own

2 “QOver the years as you know there has been a huge development for the gas drilling in the U.S. In fact, close to
80 percent of the drilling is for gas, not for oil, and when you develop a gas well in a new territory where no
infrastructure exists, you need to be able to gather in line, let's say transmission line, and those will be using a
diameter that will in a two- to three-inch range in addition to the main line that will be more in a six-inch and
eight-inch range.” Conference transcript, p. 57 (Pognonec, responding to a question regarding shale gas).

2T Conference transcript, pp. 56-57 (Pognonec).
28 Manganese primarily increases tensile strength and hardness, while reducing ductility and weldability.

2 Alloy steels achieve a high degree of strength and toughness while maintaining weldability—attributes that
carbon steels can achieve, though not always to the same degree.

% Nickel primarily increases toughness, especially at lower temperatures. Nickel also increases tensile strength
and hardness, while slightly reducing weldability. Chromium partly increases tensile strength and hardness, and
reduces weldability. Higher concentrations of chromium can improve corrosion and abrasion resistance.
Molybdenum primarily increases tensile strength and hardness, but reduces weldability.

% ASTM A-333 and A-334 cover several grades of steel used for low temperature applications. Grades 1, 6, and
10 are carbon steel grades. Grades 3, 4, 7, 8, 9, and 11 are alloy steel grades containing nickel and additional
alloying elements. The most common alloy steel grade is grade 3, which contains approximately 3.5 percent nickel.

% ASTM A-335 covers 12 different alloy steel grades containing varying levels of chromium and molybdenum
and additional alloying elements used for high temperature service.
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steelmaking facilities,* two purchase billets as raw materials,® one is a finisher of pipe using purchased
semifinished pipe or redraw hollows,* and one uses billets or hollows as inputs.®

Seamless SLP pipe is generally manufactured by either of two high temperature processes to form
a central cavity in a solid steel billet. In the rotary piercing process, a heated billet is gripped by angled
rolls that cause the billet to rotate and advance over a piercer point, forming a hole through the billet’s
length (figure 1-1). In the extrusion process, the billet is hot-punch pierced and then extruded axially
through a die and over a mandrel, forming a hollow shell (figure 1-2). The hollow shell produced by
either process is then rolled with either a fixed plug or a continuous mandrel inside the shell to reduce the
wall thickness and increase the length. The shell is then rolled in a sizing mill or a stretch reduction mill
where it is formed into a true round and sized to the specified diameter.*’

Wyman-Gordon’s vertical extrusion manufacturing process for the production of ASTM A-335
and other forms of seamless pipe differs from the process described above. ***,

*kk

*%*x 38

% Timken, TMK IPSCO, U.S. Steel, and V&M Star. TMK IPSCO’s Koppel (PA) facility produces billets to
make seamless SLP pipe at IPSCO’s Ambridge (PA) facility. U.S. Steel produces both billets and seamless SLP
pipe at its Fairfield (AL) facility and purchases billets to make seamless SLP pipe at its Lorain (OH) facility.
Timken’s Gambrinus plant utilizes billets shipped from its Harrison Steel Plant and Faircrest Steel Plant. See, e.g.,
Staff interviews and plant tours at Timken (August 10, 2010) and U.S. Steel / Lorain (August 11, 2010).

¥ Wyman-Gordon does not make its own steel and Michigan Seamless Tube purchases solid round billets as raw
material. Company website found at http://www.mstube.com/process/index.html/.

% Wheatland Tube Co.’s Wheatland (PA) and Sharon Tube (PA) facilities.

% Staff telephone interview with *** on August 26, 2010. Plymouth Tube Company is a privately-held, family
owned supplier of carbon, alloy, specialty, stainless steel and nickel alloy tubing. It also produces boiler and heat
exchanger tubes to specification ASTM A-106.

% For a detailed description of the tube-forming operations employed by the two U.S. producers that manufacture
both small diameter and large diameter seamless SLP pipe in the United States, see Staff interviews and plant tours
at Timken (August 10, 2010) and U.S. Steel / Lorain (August 11, 2010).

% Staff interview and field trip to Wyman-Gordon, August 5, 2010.
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Figure I-1
Seamless pipe: Sequence of operations used to produce seamless pipe products by piercing and
rolling

I
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Source: AISI, Steel Products Manual: Steel Specialty Tubular Products, October 1980, p. 17.
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Figure I-2
Seamless pipe: Sequence of operations in the production of an extruded tubular section
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Source: AISI, Steel Products Manual: Steel Specialty Tubular Products, October 1980, p. 19.

Whereas most seamless SLP pipe is normally produced hot-finished, small diameter pipe of less
than two inches in outside diameter is normally cold drawn because hot-rolling of small diameter pipe is
not possible.* Pipe also may be cold drawn to provide a smoother surface and closer dimensional
tolerances than that which can be produced by hot finishing. When pipe is to be cold drawn, seamless
hollows (redraw hollows)* are first pickled in acid to remove scale and oxides from both the outside and
inside surfaces. Redraw hollows are then rinsed in water and coated with a lubricant for cold drawing.
The hollow is pulled through a die and over an internal mandrel, which reduces the outside diameter and
increases the length (figure 1-3). The mandrel inside the hollow controls the inside diameter and the wall
thickness. Following cold drawing, the hollows are annealed (heat treated).*

% The minimum diameter for hot rolling differs from producer to producer because of differences in equipment
capabilities.
0 Redraw hollows, in these investigations, are any unfinished carbon or alloy steel pipe or “hollow profiles”

suitable for hot or cold finishing operations to form a tube or pipe that meet the ASTM or API specifications or
comparable specifications of the subject products.

“t Alloy steel pipe and carbon steel pipe may require heat treating, which may involve one or more heating cycles
in either a continuous furnace or a batch furnace, with controlled rates of cooling. Specific heat treating
requirements are dependent upon the grade of steel being processed and the specification to which the steel is
produced. The same processes and equipment are used to heat treat carbon and alloy seamless SLP pipe.
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Figure I-3
Seamless pipe: Diagram of the cold drawing process
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Source: AISI, Steel Products Manual: Steel Specialty Tubular Products, October 1980, p. 25.

Finishing operations on subject seamless SLP pipe can include a variety of steps such
straightening, cutting to length, inspection, testing, end finishing (e.g., beveling or threading), and
coating. Pipes may be furnished galvanized (hot-dip zinc coated for additional corrosion resistance) and
may be threaded and coupled, though such operations are not typical for line pipe.*?

As discussed in Part 111 of this report, other steel seamless tubular products that are produced on
the same equipment as subject seamless SLP pipe include mechanical tubing, OCTG, boiler tubing, as
well as structural and other pipe and tubing. Of these products, OCTG is by far the largest, substantially
exceeding production levels of seamless SLP pipe in the United States.

DOMESTIC LIKE PRODUCT ISSUES
Overview

The Commission’s decision regarding the appropriate domestic product(s) that are “like” the
subject imported product is based on a number of factors including: (1) physical characteristics and uses;
(2) common manufacturing facilities and production employees; (3) interchangeability; (4) customer and
producer perceptions; (5) channels of distribution; and (6) price. Information regarding these factors is
discussed below.

For the purposes of its determinations in the preliminary phase of these investigations, the
Commission found, “a single domestic like product consisting of all seamless SLP pipe less than or equal
to 16 inches in outside diameter, that is co-extensive with the scope of the investigations.” In finding a
single domestic like product, the Commission commented:

“In any final phase of these investigations, we intend to seek further data to better assess
the extent to which the end uses for seamless SLP pipe vary with diameter, as argued by

“2 For example, common finishing operations at the U.S. Steel / Lorain facility include ***. During the final
stages of production at Timken, the tube ***. The tube is ***. After completion of all testing, the tube is stenciled
and tagged, and prepared for shipment. Staff interviews and plant tours at Timken (August 10, 2010) and U.S. Steel
/ Lorain (August 11, 2010).
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Hengyang Valin, in order to determine whether end use presents a clear dividing line
between small and large diameter seamless SLP pipes.”*

In light of these comments by the Commission and as was the case in the preliminary phase of
these investigations, data were collected for total seamless SLP pipe as well as separately for small and
large diameter seamless SLP pipe.

Petitioners contend that the Commission should find that seamless SLP pipe up to and including
16 inches in outside diameter constitutes one domestic like product.** Respondents contend that seamless
SLP pipe up to and including 4.5 inches in outside diameter should constitute one domestic like product
(“small diameter SLP pipe”), while seamless SLP pipe greater than 4.5 inches and less than or equal to 16
inches in outside diameter should constitute a separate domestic like product (“large diameter SLP
pipe”).*

In the preliminary views, the Commission noted that “(a)ccording to staff interviews and follow-
up communications, Wyman-Gordon Forgings is how believed to produce the domestic like product. The
company estimates that it produces and sells *** of large diameter (*** inch seamless ***) pipe annually.
We will examine this issue in any final phase of these investigations.”

On February 4, 2010, the Commission received a letter from Wyman-Gordon requesting a
separate like product consideration for seamless SLP pipe made to the ASTM A-335 specification. In
light of this, data were collected for total seamless SLP pipe as well as separately for pipe made to the
ASTM A-335 specification. In Commerce’s final affirmative countervailing duty and LTFV
determinations for seamless SLP pipe, the scope language specifically excludes pipe meeting the
chemical requirements of ASTM A-335, whether finished or unfinished.

Small and Large Diameter Seamless SLP Pipe
Physical Characteristics and Uses

Petitioners argue that the only difference in the physical characteristics of small diameter and
large diameter seamless SLP pipe is the diameter of the products and that both small diameter and large
diameter seamless SLP pipe are made to identical specifications from the same grades of carbon and alloy
steel.*® Petitioners argue that such a size difference, by itself, cannot form the basis for a finding of
multiple like products.” Petitioners argue that small diameter and large diameter seamless SLP pipe have
overlapping end uses and that both are used in standard pipe, line pipe, and pressure pipe applications.

*% Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe from China, Investigation Nos.
701-TA-469 and 731-TA-1168 (Preliminary), USITC Publication 4106, November 2009, p. 9.

4 U.S. Steel’s prehearing brief, exh. 1 p. 8 and V&M Star, TMK IPSCO, and USW’s prehearing brief, p. 2.
> Respondents’ prehearing brief, pp. 2-3.

% Petition, pp. 15-16; V&M Star, TMK IPSCO, and USW’s postconference brief, p. 4. Hearing transcript, p. 120
(Thompson).

47 Petition, pp. 15-16; U.S. Steel’s postconference brief, Exhibit 1, p. 6.

1-17



Respondents argue that small diameter seamless SLP pipe and large diameter seamless SLP pipe
often have distinct and separate end uses.”* Respondents also maintain that the information collected by
the Commission suggests that 4.5 inch outside diameter represents a clear dividing line within the like
products in terms of physical characteristics.” Respondents argue that small diameter seamless SLP pipe
is primarily used in industrial applications, such as refineries and chemical plants, to carry small amounts
of liquids or gases under pressure, while large diameter seamless SLP pipe is primarily used in pipeline
applications to convey large volumes of oil or gas over longer distances.*®

Responding U.S. producers observed that small diameter and large diameter seamless SLP pipe
have different size ranges, which can impact the flow rate.** Otherwise, however, U.S. producers reported
that small diameter and large diameter seamless SLP pipe had similar physical characteristics and uses,
although the larger diameter pipe may be used more intensively in pipeline applications than the smaller
diameter pipe. U.S. purchasers similarly noted few physical differences other than diameter, although
two indicated that small diameter seamless SLP pipe is available in shorter lengths. In terms of use,
several purchasers indicated that small diameter seamless SLP pipe may be used more intensively in
higher pressure applications than large diameter seamless SLP pipe.

Manufacturing Facilities and Employees

During the period for which data were collected, U.S. Steel and Timken manufactured both small
diameter and large diameter seamless SLP pipe in the United States. Timken’s operations at Canton, OH,
produce seamless tubular products (primarily mechanical tubing, as well as pressure pipe and drill pipe)
on three piercing mills. The plant’s overall production capability ranges from 1.9 inches to 13 inches in
diameter.®* U.S. Steel produces large diameter seamless SLP pipe (4.5-9.875 inches outside diameter) at
its facility in Fairfield, AL. U.S. Steel produces both small diameter and large diameter seamless SLP
pipe at its facility in Lorain, OH, but in different mills on different equipment at that location.

Petitioners contend that small diameter and large diameter seamless SLP pipe is produced in
common manufacturing facilities using the same manufacturing equipment and employees,* and further
point to the capability of TMK IPSCO to produce seamless SLP pipe up to 5.5 inches in outside diameter
on the same equipment as that used to produce small diameter SLP pipe.>® U.S. Steel states that the
processes used to make small diameter pipe and large diameter pipe are the same.®

“8 Conference transcript, p. 133 (Mills).

“ Respondents’ posthearing brief, pp. A-26, A-27.

%0 Conference transcript, pp. 133-134 (Mills); Hengyang’s postconference brief, p. 7.
% Hearing transcript, p. 119 (Thompson).

52 The Timken / Gambrinus Plant's piercing mills are designated #3 (*** in outside diameter); #4 (*** in outside
diameter); and #5 (*** in outside diameter). Although Timken is primarily a mechanical tubing producer, company
representatives described ***, Staff plant tour and interview, Timken, August 10, 2010.

%% U.S. Steel operates two seamless pipe mills at its Lorain facility. #3 seamless mill has a size range of 10.125" -
26"; the mill's major products are ***, #4 seamless mill has a size range of 1.900" - 4.500"; its major products are
***_ Staff plant tour and interview, U.S. Steel / Lorain, August 11, 2010.

5 Petition, p. 17.
%8 %% E-mail from ***, October 12, 2009; staff telephone interview with ***,
% U.S. Steel’s producer questionnaire response, section 11-14, attachment 16A.
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Respondents argue that small diameter and large diameter seamless SLP pipe is generally
manufactured in different mills using different equipment.*” Respondents argue that *** 58

In general, U.S. producers indicated that the production processes for small and large diameter
seamless SLP pipe are similar, but that the dimensions of the mill equipment limit the degree of overlap
on the same production lines. U.S. purchasers also noted a general similarity in production processes,
although several noted that some small diameter pipe is cold drawn.

Interchangeability

Both U.S. producers and U.S. purchasers responding to Commission questionnaires noted that
small diameter and large diameter seamless SLP pipe generally are not interchangeable due to size
requirements of the finished pipe, although these same limitations are present within the “small” and
“large” categories. Exceptions were noted around the 4-1/2" diameter size and to a limited degree when
thicker-walled small diameter product can accommodate a higher flow rate that is comparable to thinner-
walled larger diameter product.

Customer and Producer Perceptions

U.S. producers responded that the perceptions are similar for both small diameter and large
diameter seamless SLP. Responding U.S. purchasers largely agreed, although several noted that their
perception of small diameter and large diameter seamless SLP pipe is dependent upon the dimensions
required for the end-use application.

Channels of Distribution

Both small diameter and large diameter seamless SLP pipe are sold primarily through distributors
and secondly to end users.”® Table I-4 presents data on channels of distribution for U.S. producers’ U.S.
shipments of the small diameter and large diameter seamless SLP pipe.

Table 1-4
Seamless SLP pipe: Channels of distribution for U.S. producers’ U.S. shipments of small diameter
and large diameter seamless SLP pipe, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Price

Details for pricing practices and prices reported for domestically produced and imported seamless
SLP pipe in response to the Commission’s questionnaires are presented in Part V of this report, Pricing
and Related Information. Table I-5 presents data on the average unit values of U.S. producers’ U.S.
shipments of the small diameter and large diameter seamless SLP pipe. Consistent with the data
presented below, to the extent that U.S. producers identified price differences, small diameter seamless

" Hengyang’s postconference brief, pp. 8-9.
% Hengyang’s postconference brief, p. 9.

% Both petitioners and respondents agree that the channels of distribution are generally the same for both small
diameter and large diameter seamless SLP pipe. Petitioners’ IPSCO, V&M Star, and USW postconference brief, p.
7 and Hengyang’s postconference brief, p. 8. In addition, U.S. producers and U.S. purchasers confirmed this
similarity in their responses to Commission questionnaires.
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SLP pipe was considered to be priced higher than large diameter seamless SLP pipe. Purchasers
identified this relationship with greater frequency, but primarily emphasized the higher prices of pipe in
diameters of two inches or less (but also, in some instances, in larger diameters such as those greater than
ten inches).

Table I-5
Seamless SLP pipe: Average unit values of U.S. producers’ U.S. shipments of small diameter and
large diameter seamless SLP pipe, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

ASTM A-335 Pipe and Non-ASTM A-335 Pipe
Physical Characteristics and Uses

Wyman-Gordon has argued that seamless A-335 pipe produced from alloy steel should be treated
as a separate like product from seamless carbon steel and low-alloy steel pressure pipes (“carbon steel
pipe™) because the A-335 specification is very different from the standards applicable to carbon steel
pipes.® Specifically, Wyman-Gordon maintained that because of the inclusion of alloying elements such
as chromium, nickel, and molybdenum, which effectively increase the toughness of the material, A-335
has much higher tensile strengths that exceed those of carbon steel pipe. In addition, A-335 pipe is used
in applications at highly elevated temperatures whereas carbon steel pipe are only suitable for applications
at lower temperatures.®

The A-335 specification includes several grades of steels which are required to contain
molybdenum, chromium, and other alloys. The contents of these alloying elements cover a wide range
because distinct properties for the steel can be created by substituting these elements in the chemical
composition of the steel in these grades. For example, while all A-335 grades contain about 0.5 percent
to above 1 percent of molybdenum, low grade P1 does not require any chromium while high grade P122
must contain between 10 to 11.50 percent of chromium.®

In response to Commission questionnaires, responding U.S. producers reported differences in
chemistry between A-335 pipe and other forms of seamless SLP pipe, largely focusing on differences
between alloy and carbon steel, and on the heat treatment requirements for A-335 pipe, resulting in their
use in higher temperature applications. Responding purchasers generally agreed with respect to both
chemistry and applications.

8 As stated earlier, the scope language in Commerce’s final determinations specifically excludes all A-335 pipe.

81 As stated before, seamless carbon pressure pipe meeting the A-106 standard may be used in temperature up to
1000 degrees Fahrenheit, at various American Society of Mechanical Engineers (“ASME”) code stress levels.
ASTM A-335 alloy pipe includes several alloys containing varying contents by weigh of up to 10 percent of
chromium while A-106 only contain 2 percent of chromium at maximum. Chromium is a chemical that enhance the
toughness of the material. A-53 and A-106 have tensile strengths ranging from 30,000 psi to 60,000 psi while A-
335's tensile strengths range from 55,000 psi to 95,500 psi. Tensile strength is the maximum pulling force at which
the material will break down. Tensile strength is measured in pounds per square inch (psi) which is the pulling force
per square inch of the cross sectional area of the material.

82 Annual Book of ASTM Standards-2009, Volume 01.01, p. 214; U.S. Steel Corp., “The Making, Shaping and
Treating of Steel,” 10" Edition, 1985, p. 1317.
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Manufacturing Facilities and Production Employees

Wyman-Gordon argues that petitioners do not manufacture A-335 pipe and that Wyman-
Gordon’s Houston plant is the only domestic producer of A-335 pipe that can produce seamless pipe with
nominal wall-thickness greater than 1.594 inches.®® Specifically, Wyman-Gordon claimed that its 35,000-
ton vertical extrusion process is unique worldwide to Wyman-Gordon. Furthermore, Wyman-Gordon’s
specialized heat-treatment equipment, which has a quench-and-temper procedure that can operate up to
2,200 degrees Fahrenheit, is unique in the United States to Wyman-Gordon.®* By contrast, other domestic
seamless pipe producers typically employ the rotary piercing method with a maximum capacity from
2,000 to 5,000 tons. Since equipment operators at Wyman-Gordon’s facilities are trained in a very
sophisticated technology that is unique in the United States, these employees have skills that are
completely different from those of the employees in a typical carbon steel pipe mill.

Wyman-Gordon stressed that its vertical extrusion process is entirely concentrated in the
production of A-335 pipe in large diameters while Michigan Seamless Tube’s process focuses exclusively
in smaller-diameter sizes.*

Petitioners, in response, disputed some of the specifics of those claims, stressing that there are
other producers of A-335 pipe in the United States.%® Petitioners also provided evidence showing that
they can produce seamless standard and line pipe with outside diameter of less than 16 inches and a wall
thickness at or larger than 1.594 inches. They also pointed out that domestic seamless producers such as
Michigan Seamless Tube have achieved very close tolerance for its pipe diameter, using a draw bench
and stationary die.” However, U.S. producers generally acknowledged the different heat treatment
facilities required for A-335 pipe. U.S. purchasers provided few responses, typically indicating similar
production processes while noting distinctions such as cold drawing or heat treating.

Interchangeability

U.S. producers reported a degree of interchangeability in which A-335 pipe could be used in
certain applications, most specifically pressure applications requiring A-106 pipe. However, such
substitution was not deemed economical and was not possible in reverse. U.S. purchasers were largely
unable to even address the question, but those that did indicated that any interchangeability would be
unusual, one-way, and costly.

Customer and Producer Perceptions

Responding U.S. producers focused on the requirement of A-335 pipe for higher temperature
applications, but also noted differences in the customer base and in pricing practices. U.S. purchasers
provided limited responses and generally focused on material differences, application differences,
differences in volume and inventory, and prices.

% Bruce Malashevich, Economic Consulting Services, LLC, to the Commission, March 18, 2010, on behalf of
Wyman-Gordon.

® Wyman-Gordon’s producer questionnaire response, Part V-ASTM A-335, p. 40.
% Wyman-Gordon’s prehearing brief, p. 5.

% U.S. Department of Commerce’s letter to the Commission, April 22, 2010, p. 8.
87 U.S. Department of Commerce’s letter to the Commission, April 22, 2010, p. 8.
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Channels of Distribution

Both producers and purchasers, to the extent that they could address the issue, identified some
overlap in the channel structure for A-335 pipe and other forms of seamless SLP pipe, although the end-
use customers could differ. Table I-6 presents the channels of distribution for U.S. producers’ U.S.
shipments of ASTM A-335 pipe and seamless SLP pipe not produced to ASTM-335 specifications (“non-
ASTM A-335”). Additional details regarding the channel structure of U.S.-produced and imported
seamless SLP pipe are presented in Part 11 of this report, Conditions of Competition in the U.S. Market.

Table I-6
Seamless SLP pipe: Channels of distribution for U.S. producers’ U.S. shipments of ASTM-335 and
non-ASTM-335 seamless SLP pipe, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Price

Responding U.S. producers and purchasers identified A-335 pipe as higher priced than other
forms of seamless SLP pipe. Table I-7 presents average unit values for U.S. producers’ U.S. shipments of
ASTM A-335 and non-ASTM A-335 seamless SLP pipe in the United States from various sources. The
average unit value of small diameter ASTM A-335 pipe was *** times greater than small diameter non
ASTM A-335 pipe. The average unit value of large diameter ASTM A-335 pipe was *** times greater
than non-ASTM A-335 pipe.® Pricing practices and prices reported for domestically produced and
imported seamless SLP pipe in response to the Commission’s questionnaires are presented in Part V of
this report, Pricing and Related Information.

Table I-7
Seamless SLP pipe: Average unit values of U.S. producers’ U.S. shipments of ASTM-335 and non-
ASTM-335, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

% However, in 2007, ***. This is consistent with an observation by U.S. importer *** that low-grade A-335 pipe
can be sold at prices only *** - *** percent higher than carbon steel pipe. *** quoted prices of imported A-335 pipe
at $*** - $*** per short ton, depending on the grade.
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PART IlI: CONDITIONS OF COMPETITION IN THE U.S. MARKET

U.S. MARKET CHARACTERISTICS
Overview

Seamless SLP pipe is used for the transmission of oil and natural gas; in chemical, petrochemical,
and refinery facilities; in certain applications for general construction; and in industrial applications.
Larger volume varieties of seamless SLP pipe in common diameters and wall thicknesses are often
stenciled to multiple certifications for crossover applications and ease of stocking in inventory.

Business Cycle

When asked whether the demand for seamless SLP pipe is subject to distinct business cycles,
guestionnaire responses were varied. Three of 5 responding U.S. producers, 8 of 22 responding
importers, and 11 of 22 responding purchasers identified business cycles unigue to seamless SLP pipe,
although descriptions of the cycles varied widely. Firms reporting the existence of business cycles for
this product frequently reported that they are tied closely to the general U.S. economy or to economic
activity in certain industries, particularly the oil, natural gas, and chemical industries. Some firms
reported that demand increased greatly in 2008 and then decreased in 2009 as a result of the recession. In
assessing the length of the business cycle for seamless SLP pipe, estimates ranged from two to five years.

Regional Availability and Lead Times

Seamless SLP pipe is sold nationally by both U.S. producers and importers of Chinese product.
Among the seven responding U.S. producers, four reported that they sell nationally (including not only
the continental United States, but also Alaska, Hawaii, Puerto Rico, and the Virgin Islands). Two
reported that their sales are limited to the continental United States. For the 25 responding firms that
import from China, 2 reported that they sell nationally, 5 reported that they sell throughout the continental
United States, and 18 reported that their sales are limited to specific regions. The regions most frequently
cited were the Central Southwest and the Pacific Coast.

Average lead times for delivery of seamless SLP pipe depend upon whether the product is sold
from inventory or produced to order." Six of the seven responding U.S. producers reported that between
90 and 100 percent of their sales were items produced to order during 2008 and 2009, while one producer
reported that *** percent of its sales were from inventory.? Throughout 2008-09, lead times for items
sold from producers’ inventories consistently ranged between 1 and 7 days. However, reported lead times
by producers for items produced to order ranged widely from firm to firm over the 2008-09 period.
Throughout this period, the delivery lead time for one producer, ***, consistently ranged between 14 and
21 days. However, for the other six producers, lead times were generally longer, although they decreased

! Most importers reported importing and selling both small diameter and large diameter seamless SLP pipe during
the investigation period.

2 While the majority of all sales of seamless SLP pipe are produced to order, the vast majority of sales by
producers are to distributors rather than end users. Staff contacted producers for an explanation. According to email
responses from Timken, TMK IPSCO, U.S. Steel, and V&M Star, distributors order both generic, standard products
that they sell to multiple customers, and also unique products requested by specific end users. *** noted that it often
does not know whether a product is being ordered for inventory, or for a specific customer. See emails from
Timken, U.S. Steel, and V&M Star (September 23, 2010), and from Schagrin Associates (September 24, 2010).
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between 2008 and 2009. Among these six producers, lead times ranged from 28 to 365 days in January-
June 2008, from 42 to 273 days in July-December 2008, from 28 to 273 days in January-June 2009, and
from 21 to 180 days in July-December 2009.

Among all importers, most sales also consist of items produced to order. During July 2008
through December of 2009, lead times for imported items for the small quantity of items sold from
inventory ranged from 3 to 7 days. Ten importers were able to estimate delivery lead times for items
produced to order during the first and second halves of 2008 and 2009. For seven of these firms, the
length of delivery lead times remained the same throughout the period and consistently ranged between
14 and 180 days. However, for the other three importers, lead times varied during 2008 and 2009 with no
consistent trend.

Channels of Distribution

The majority of shipments of seamless SLP pipe by both U.S. producers and importers of product
from China and other sources went to distributors throughout the period for which data were collected, as
shown in table 11-1. A larger share of shipments of imports of large diameter seamless SLP pipe from
nonsubject countries was directed to end users than for U.S. producers or importers from China.

Table II-1
Seamless SLP pipe: Channels of distribution for U.S. producers’ and U.S. importers’ U.S.
shipments, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

SUPPLY AND DEMAND CONSIDERATIONS

U.S. Supply
Domestic Production

Based on available information, U.S. seamless SLP pipe producers have the ability to respond to
changes in demand with large changes in the quantity of shipments of U.S.-produced seamless SLP pipe
to the U.S. market. The main contributing factors to the high degree of responsiveness of supply are the
availability of unused capacity and the existence of inventories. In addition, it may be feasible to shift to
the production of seamless SLP pipe from the production of other products manufactured at industry
facilities.

Industry capacity

During 2007-09, aggregate capacity utilization rates for U.S. producers of small diameter and
large diameter SLP pipe ranged from a low of *** percent in *** to a high of *** percent in ***, During
January-June 2010, the rate was *** percent as compared a level of just *** percent in January-June
2009.% This level indicates that the U.S. producers could expand output in response to a change in market
conditions.

% During 2007-09, capacity utilization rates for U.S. producers of small diameter SLP pipe ranged from a low of
*** percent in *** to a high of *** percent in ***, During January-June 2010, the rate was *** percent as compared
to a level of just *** percent in January-June 2009. During 2007-09, capacity utilization rates for U.S. producers of
large diameter SLP pipe ranged from a low of *** percent in *** to a high of *** percent in ***. During January-
June 2010, the rate was *** percent as compared to a level of *** percent in January-June 2009.
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Alternative markets

During 2007-09, exports as a share of total shipments by small diameter and large diameter
seamless SLP pipe producers ranged from a low of *** percent in *** to a high of *** percent in ***,
During January-June 2010, exports accounted for *** percent of total shipments.* One U.S. producer
(***) reported that export opportunities are generally limited because of formal and informal barriers to
exports in other markets (such as currency manipulation and control over the channels of distribution by
mills in other countries).

Inventory levels

During 2007-09, the ratio of inventories to total shipments for small diameter and large diameter
seamless SLP pipe producers ranged from a low of *** percent in *** to a high of *** percent in ***,
During January-June 2010, this ratio was *** percent as compared to *** percent in January-June 2009.°
This inventory level also indicates that domestic producers could respond to a change in market
conditions with increased supply of seamless SLP pipe.

Production alternatives

Six of seven U.S. producers reported that they make other products on the equipment and
machinery used to produce seamless SLP pipe. The products listed included ***. It is possible that these
producers could shift from production of these other products to increase production and shipment of
seamless SLP pipe.

Purchaser Inventories

Table 11-2 presents end-of-period inventories of seamless SLP pipe held by responding
purchasers for 2007-09 and January-June 2010. The purchase data are broken out by country (i.e, U.S.-

* During 2007-09, exports as a share of all small diameter pipe shipments by producers ranged from a low of ***
percent in *** to a high of *** percent in ***. During January-June of 2010 they accounted for *** percent of total
shipments. During 2007-09, exports as a share of all large diameter pipe shipments by producers ranged from a low
of *** percent in *** to a high of *** percent in ***. During January-June 2010 they accounted for *** percent of
total shipments.

® During 2007-09, the ratio of inventories to total shipments of small diameter pipe by producers ranged from a
low of *** percent in *** to a high of *** percent in ***, During January-June 2010, this ratio was *** percent as
compared to *** percent in January-June 2009. During 2007-09, the ratio of inventories to total shipments of large
diameter pipe by producers ranged from a low of *** percent in *** to a high of *** percent in ***. During
January-June 2010, it was *** percent as compared to *** percent in January-June 2009.
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produced, imports from China, and imports from nonsubject countries) and by size (i.e, small and large
diameter pipe). One large U.S. purchaser, ***, was not able to break out purchases by size or by country
source. The data show that inventories of U.S.-produced seamless SLP pipe, both small and large
diameter, decreased between 2007 and 2009. All inventory data for China showed an increase

during 2007-09. Inventories of both large and small diameter pipe from nonsubject sources increased
irregularly during 2007-09.

Table 11-2
Seamless SLP pipe: Purchasers’ aggregate end-of-period inventories, 2007-09 and January-June
2010
Quantity (short tons)
Item Country Period
2007 2008 2009 Jan.-June 2010
United States 82,312 62,158 39,454 41,057
China 32,474 79,779 89,816 52,480
Small & Large
Other 44,463 64,064 46,088 36,754
Unknown 48,527 66,378 55,417 45,782
Unlted States *kk *kk *k%k *k%k
Ch | na *%k%k *%k%k *k%k *%k%k
Small
Ot h er *kk *kk *k%k *%k%k
U n kn own *%k%k *%k%k *k%k *%k%k
United States i b il rorx
Ch | na *%k%k *%k%k *k%k *%k%k
Large
Ot h er *%kk *%kk *k%k *k%k
U n kn own *k%k *%k%k *k%k *%k%k
United States b Frk il Frx
Unknown Chlna *k%k *%k%k *k%k *%k%k
Sm/Lg Other Kkk Kkk *kk Kkk
U n kn own *k%k *%k%k *k%k *k%k
Grand Total 207,776 272,579 230,775 176,073

Source: Compiled from data submitted in response to Commission questionnaires.

-4




Foreign Supply
Subject Imports

Based on available information, the Chinese producers have the ability to respond to changes in
demand with small to moderate changes in the quantity of shipments of seamless SLP pipe to the U.S.
market.® The main contributing factors are the existence of some excess capacity, inventories, alternative
markets, and the ability to shift from other products produced at their facilities to the production of
seamless SLP pipe.

Industry capacity

During 2007-09, Chinese producers’ capacity utilization rates ranged from a low of ***
percent in *** to a high of *** percent in ***.” During January-June 2010, the rate was *** percent as
compared to a level of *** percent in January-June 2009. Capacity utilization is projected to be ***
percent for all of 2010 and *** percent for 2011. These data indicate that the Chinese industry could
expand output in response to a change in market conditions.

Alternative markets

Home market shipments for all subject pipe accounted for *** percent of total shipments in 2007,
*** percent in 2008 and *** percent in 2009.% They are projected to be *** percent of total shipments for
2010 and *** percent for 2011. Exports to markets other than the United States accounted for ***
percent of total shipments in 2007, *** percent in 2008, and *** percent in 2009. They are projected to
be *** percent of total shipments in 2010 and *** percent in 2011.

Inventory levels

During 2007-09, the ratio of inventories to total shipments ranged from a low of *** percent
in*** to a high of *** percent in ***. During January-June 2010, the ratio was *** percent as compared

® The Commission received questionnaire responses from four Chinese producers; exports to the United States
were equivalent to approximately one-third of official Commerce imports in 2009.

" During 2007-09, capacity utilization rates for the responding Chinese producers manufacturing small diameter
pipe ranged from a low of *** percent in *** to a high of *** percent in ***. During January-June 2010, the rate
was *** percent as compared to a level of *** percent in January-June 2009. During 2007-09, capacity utilization
rates for responding Chinese firms producing large diameter pipe ranged from a low of *** percent in *** to a high
of *** percent in ***, During January-June 2010, the rate was *** percent, as compared to *** percent in January-
June 20009.

& Home market shipments of small diameter pipe accounted for *** percent of all shipments of small diameter
pipe in 2007, *** percent in 2008, and *** percent 2009. Exports to markets other than the United States accounted
for *** percent of total shipments in 2007, *** percent in 2008, and *** percent in 2009. Home market shipments
of large diameter pipe accounted for *** percent of total large diameter pipe shipments in 2007, *** percent in 2008
and *** percent in 2009. Exports to markets other than the United States accounted for *** percent of total
shipments in 2007, *** percent in 2008, and *** percent in 2009.
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to *** percent in January-June 2009.° Inventories are projected to be equivalent to *** percent of total
shipments in 2010 and *** percent in 2011.

Production alternatives

All four of the responding Chinese producers reported that they make other products on
the equipment and machinery used to produce seamless SLP pipe. The products listed included ***,

Nonsubject Imports

The quantity of nonsubject imports increased between 2007 and 2008, before declining
in 2009 and in January-June 2010 (relative to January-June 2009). Nonsubject imports accounted for
approximately one-third of the U.S. market in 2007 and again in 2008 (when U.S. imports from China
surpassed imports from all other sources combined in terms of market share), and for *** percent of the
U.S. market in 2009 and January-June 2010. Nonsubject imports account for a relatively smaller portion
of apparent U.S. consumption of small diameter seamless SLP pipe than of large diameter seamless SLP

pipe.
U.S. Demand

The overall U.S. demand for seamless SLP pipe is a derived demand that depends to an
important extent on the energy industry and thus to some extent upon factors such as the level of prices of
oil and natural gas and the extent of new drilling activity.’® A number of indicators relating to the energy
industry reflect increasing activity from January 2007 to mid-2008, followed by a large decline until mid-
to-late 2009; many, though not all, indicators reflected some recovery in late 2009 and into 2010. Figure
11-1 shows total consumption of new seamless pipe in the petroleum, natural gas, and refinery industries
monthly from January 2007 through July 2010. The data show that consumption of new seamless pipe
increased irregularly from January 2007 through August 2008, and then declined throughout the
remainder of 2008 and early 2009 before recovering to some extent in 2010. Figure 11-2 shows that
monthly prices of oil and natural gas both increased irregularly from January 2007 through June 2008,
and then generally declined during the remainder of 2008. The price of oil has recovered somewhat from
its low level early in 2009, but the price of natural gas has generally remained relatively lower throughout
2009 and the early months of 2010. According to the Energy Information Administration (EIA), the
Henry Hub spot averaged $4.32 per million btu (MMbtu) in August, $0.31 per MMbtu lower than the
average spot price in July.™ EIA expects that the Henry Hub spot price will average $4.54 per MMbtu in
2010 and $4.76 per MMbtu in 2011. Qil prices (West Texas Intermediate), which averaged $77 per
barrel in August, are projected to average $77 per barrel in the fourth quarter of 2010 and $82 per barrel
in 2011.

° During 2007-09, the ratio of inventories to total shipments of small diameter pipe ranged from a low of ***
percent in *** to a high of *** percent in ***. During January-June 2010, this ratio was *** percent as compared to
*** percent in January-June 2009. During 2007-09, the ratio of inventories to total shipments of large diameter pipe
ranged from a low of *** percent in *** to a high of *** percent in ***. During January-June 2010, this ratio was
*** percent as compared to *** percent in January-June 2009.

10 The petitioners have estimated that 15 to 20 percent of seamless SLP pipe consumption is used in the gathering
and transmission of oil and gas from oil and gas wells. Posthearing brief of Schagrin and Associates, Answers to
Commission questions, p. A-2.

1 Short Term Energy Outlook (September 8, 2010), www.eia.doe.gov.
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Figure II-1
Seamless pipe: Combined consumption of new seamless pipe in petroleum, natural gas, and
refinery operations, by month, January 2007- July 2010
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Figure 11-2

Crude oil and natural gas: Monthly indexed prices, January 2007-August 2010 for oil and January
2007-June 2010 for natural gas
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As shown in figure 1I-3, drilling activity, as measured by the number of rigs, increased irregularly
during January 2007 through September 2008 and then declined through the remainder of 2008 and the
first half of 2009. Since that time, the number of drilling rigs has increased, although it remain below the
peak levels reached in 2008. However, in the shale plays (geographic areas subject to intense
exploration) where much of the new natural gas drilling is taking place, welded pipe is generally
preferred over seamless because of its lower cost.'”

Figure II-3
Rig counts: Number of drilling rigs actively exploring for or developing oil and natural gas in the
United States, by month, January 2007- August 2010
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Source: Compiled from Baker Hughes data, U.S. monthly averages, January 2007-August 2009.

During 2007-09 and in 2010, more active rigs have been involved in exploring for natural gas
than for oil as shown in the following tabulation which breaks out the percentage of total rigs devoted to
each in June and December from 2007 through 2010. However, the share devoted to oil has been
increasing during this period."

2007 2008 2009 2010

ftem June Dec June Dec June Dec June

Oil 16% 18% 20% 21% 23% 35% 38%
Natural

Gas 84% 82% 80% 78% 75% 64% 62%

'2 Hearing transcript, p. 55 (Mathews) and email comments from ***, September 15, 2010.

3 Compiled from Baker Hughes data. The shares presented may not sum to 100, because Baker Hughes lists
some rigs under “miscellaneous.”
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Drilling rigs are used in both inland and offshore drilling. While the number of offshore drilling
rigs account for a small share of the total rig count, offshore drilling is an important market for
seamless SLP pipe. During 2007 through early September 2010, weekly data show that offshore rigs as a
share of total rigs has ranged from one to five percent of the total rig count. As shown in the following
tabulation of reported offshore rig counts in June and December during 2007 through June of 2010, the
weekly counts have been going down.'

2007 2008 2009 2010
June 28 Dec 28 June 27 Dec 26 June 26 Dec 31 June 25
78 rigs 63 rigs 64 rigs 66 rigs 43 rigs 39 rigs 17 rigs

As a result of the Deepwater Horizon drilling rig explosion and oil spill on April 20, 2010, a six-
month moratorium on deepwater drilling was issued by the U.S. Government on May 28, 2010, to
provide for the implementation of safety reforms."”” Testimony at the Commission’s hearing indicated
that the Federal suspension of drilling at ocean depths beyond 500 feet has caused a steep demand for
seamless pipe in deepwater applications.'®

In addition to energy applications, seamless SLP pipe is used extensively in construction and
repair of refining facilities in petrochemical and refining facilities, the chemical industry, in power
generation, and in mechanical applications for general construction. As shown in figure I1-4, total
nonresidential construction spending in the United States exhibited a modest decline in 2007, continuing
in 2008, then accelerating in 2009, before stabilizing at a much lower level in 2010.

4 Compiled from Baker Hughes data.
!5 This moratorium was revised slightly on July 12, 2010 (www.doe.gov).

' Hearing transcript, p. 78 (Durham).
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Figure II-4
Nonresidential construction: Total value of nonresidential construction spending, seasonally
adjusted, monthly, January 2007-May 2010
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Source: U.S. Census Bureau, Manufacturing, Mining and Construction Statistics, Construction Spending,
http://www.census.gov/const.

Apparent U.S. consumption of seamless SLP pipe, in quantity terms, increased from *** short
tons in 2009. During January-June 2010, apparent consumption was *** short tons as compared to ***
short tons in January-June 2009."” These trends in consumption were generally the same for both small
diameter and large diameter seamless SLP pipe.

Demand Characteristics

Producers, importers, and purchasers were asked whether demand for seamless SLP pipe
had increased, decreased, fluctuated, or remained unchanged since January 1, 2007. Producer and
importer responses are shown in the tabulation separately for small and large diameter seamless SLP

pipe.

Item Increased No change Decreased Fluctuated

Small diameter

Producers 0 0 2 3

Importer 2 2 8 13

Large diameter

Producers 0 0 1 4

Importer 2 2 7 13

'7 At the hearing, it was argued that apparent consumption is not a good measure of actual consumption because it
does not take inventory changes into account. Hearing transcript, p. 93 (Schagrin).
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fluctuated, and 3 reported that it was unchanged. Firms that reported that demand had fluctuated since
2007 frequently reported that demand increased up through 2008 and then fell sharply in 2009 as a result
of the recession.

Substitute Products

When asked whether substitutes for seamless SLP pipe exist, the majority of producers,
importers, and purchasers answered “no.” However, some firms reported that welded pipe can be
substituted for either small or large diameter seamless SLP pipe in certain applications. Double
submerged arc welded pipe, plastic pipe, and mechanical and boiler tubing were also listed as substitutes.

Producers and importers that did not list mechanical tubing or boiler tubing as substitutes for
seamless SLP pipe were asked to discuss the characteristics of these products that limited or precluded
substitution. Two of 7 producers and 11 of 30 importers responded to the question. Reported reasons
that limited substitutability were differences in physical characteristics, price, and channels of
distribution.

In addition, purchasers were specifically asked whether mechanical tubing or boiler tubing can
be substituted for small diameter seamless SLP pipe or large diameter seamless SLP pipe. For small
diameter pipe, 5 purchasers answered “yes” and 13 answered “no.” For large diameter pipe, 5 purchasers
answered “yes” and 14 answered “no.” Firms answering no were asked to explain why the substitutions
could not be made. Most firms answered that differences in physical dimension and specifications did not
make such substitutions feasible.

Cost Share

When asked to estimate the cost of seamless SLP as a percentage of the cost of end-use products,
none of the producers, and only two importers and one purchaser provided estimates. One importer, ***,
estimated that large diameter pipe accounts for 30 to 40 percent of the cost of natural gas transmission
lines. Another importer, ***, reported that large and small diameter pipe account for 100 percent of the
cost of fence posts and framing. *** a manufacturer of ***, reported that large diameter seamless SLP
accounts for ***,

SUBSTITUTABILITY ISSUES

The degree of substitutability between domestic products and subject imports, between domestic
products and nonsubject imports, and between subject and nonsubject imports is examined in this section.
Much of the discussion is based on information obtained from questionnaire responses.

Factors Affecting Purchasing Decisions

Purchasers

Twenty-five purchasers submitted questionnaires; these include 19 distributors, one firm that
operates as a distributor and end user, one wholesale supplier to fence companies, one boiler
manufacturer, one manufacturer of bearing accessories, a producer of redraw hollows, and a producer of

subsea flowlines. Among these 25 firms, 22 have purchased both small and large diameter pipe; one has
purchased only small diameter pipe; and two have purchased only large diameter pipe. Three of the
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firms have purchased only U.S.-produced products; two have purchased imports only from China; one
has purchased only from nonsubject sources; two have purchased only U.S.-produced products and
imports from China; and 17 have purchased U.S.- produced products, imports from China, and imports
from nonsubject sources.’® The combined value of all purchases from these firms in 2009 was $550.3
million, equivalent to 91 percent of apparent U.S. consumption in 2009.

When asked to rank the three most important factors involved in purchasing decisions, the 23
purchasers that responded reported availability, price, and quality as the most important factors for both
small and large diameter seamless SLP pipe (tables 11-3).2° Of the three factors, price was identified most
often as the number one and number two factor. Other factors mentioned included credit, delivery,
customer acceptance, industry acceptance, and reliability.

Table 11-3
Seamless SLP pipe: Ranking of factors used in purchasing decisions as reported by U.S.
urchasers

Number of firms reporting
Factor Number one factor Number two factor Number three factor

Small diameter

Availability 3 2 2
Price 7 9 3
Quality 1 5 1
Other? 11 4 16
Large diameter

Availability 4 4 1
Price 6 8 5
Quality 3 3 1
Other! 10 7 17

! Other factors include traditional supplier, credit, delivery, contracts, customer acceptance, industry acceptance, market
acceptance, trusted relationship, and reliability.

Note.— Some purchasers did not rank factors or listed less than three factors.

Source: Compiled from data submitted in response to Commission questionnaires.

Purchasers were also asked whether their firm purchases seamless SLP pipe at the lowest
possible price. Of the 24 responding purchasers, 1 answered “always,” 10 answered “usually,” 12
answered “sometimes,” and 1 answered “never.”

To examine further the importance of different factors in purchasing decisions, purchasers were
asked to indicate whether the 19 factors listed in table 11-4 were “very important,” “somewhat important,”
or “not important” in their purchasing decisions. The factors ranked “very important” most frequently

'8 Purchasers identified Argentina, Austria, Brazil, Canada, Croatia, the Czech Republic, Germany, Hungary,
Italy, Japan, Mexico, Poland, Russia, Spain, and Ukraine as nonsubject import sources.

19 All but 3 of the 23 purchasers gave the same rankings to small and large diameter seamless SLP pipe. One
purchaser that only bought large diameter pipe did not rank the factors for small diameter pipe
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were quality meets standard pipe standard (23 purchasers), quality meets pressure pipe standard and
quality meets line pipe standards (21 purchasers each), reliability of supply (20 purchasers), delivery time
(19 purchasers), availability (18 purchasers), product consistency (17 purchasers), price (16 purchasers),
and discounts offered (14 purchasers).

gzglrﬁllelst SLP pipe: Importance of purchasing factors, as reported by U.S. purchasers
Somewhat
Very important important Not Important
Factor Number of firms responding

Availability 18 6 1
Delivery terms 12 11 1
Delivery time 19 5 0
Discounts offered 14 1
Extension of credit 11 4
Price 16 0
Minimum quantity requirement 8 14 2
Packaging 6 14 4
Product consistency 17 7 0
Quality meets standard pipe standard 23 0 1
Quality meets line pipe standard 21 0 3
Quality meets pressure pipe standard 21 2 1
Quality triple stenciled 12 7 4
Quality meets ASTM A-335 standard 7 4 14
Quality exceeds industry standards 8 12 3
Product range 9 12 3
Reliability of supply 20 4 0
Technical support/service 11 11 2
U.S. transportation costs 8 11 5
Source: Compiled from data submitted in response to Commission questionnaires.

Purchasers were also asked to compare U.S.-produced seamless SLP pipe and imported seamless
SLP pipe from China with respect to the 23 selected characteristics listed in table 11-5, noting whether the
domestic product was superior, comparable, or inferior to the imported product. Among the responding
purchasers, a majority ranked the United States superior with regard to delivery terms, delivery time,
quality triple-stenciled, quality exceeding industry standards, and technical support/service. A plurality
also ranked the United States superior with regard to availability as alloy steel and product consistency.
In contrast, all purchasers identified China as being superior with regard to price, with additional
recognition for discounts offered and minimum quantity requirements.
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Table 1I-5
Seamless SLP pipe: Comparisons between U.S.-produced and subject China products as reported
by U.S. purchasers

Number of firms reporting
Factor U.S. superior Comparable U.S. inferior
Availability 9 9 2
Availability as carbon steel 8 11 1
Availability as alloy steel 7 6 4
Availability of small diameter 7 8 5
Availability of large diameter 8 8 2
Delivery terms 12 6 2
Delivery time 12 6 2
Discounts offered 2 8 10
Extension of credit 4 12 2
Price’ 0 0 20
Minimum quantity requirements 3 8 8
Packaging 3 15 2
Product consistency 10 9 1
Quality meets standard pipe standard 8 12 0
Quality meets line pipe standard 8 11 0
Quality meets pressure pipe standard 7 13 0
Quality triple stenciled 10 8 1
Quality meets ASTM A-335 standard 4 6 3
Quality exceeds industry standards 11 8 0
Product range 5 13 2
Reliability of supply 8 11 1
Technical support/service 12 6 2
U.S. transportation costs 6 12 2
! A rating of superior means that the price is generally lower. For example, if a firm reports “U.S. superior,” this

means that it rates the U.S. price generally lower than the China price.

Source: Compiled from data submitted in response to Commission guestionnaires.

Purchasers were also asked to compare U.S.-produced seamless SLP pipe and nonsubject
imports with respect to the selected characteristics, noting whether the domestic product was superior,
comparable, or inferior to the imported product. Among the responding purchasers, a majority or
plurality ranked the United States superior in availability, availability as carbon steel, availability as alloy
steel, availability of small diameter, availability of large diameter, and delivery time (table 11-6). A
majority ranked nonsubject imports superior in price, with additional recognition for discounts offered,
and availability of alloy pipe more generally.
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Table 11-6
Seamless SLP pipe: Comparisons between U.S.-produced and nonsubject products as reported
by U.S. purchasers

Number of firms reporting
Factor U.S. superior Comparable U.S. inferior
Availability 13 8 3
Availability as carbon steel 13 9 2
Availability as alloy steel 7 6 5
Availability of small diameter 10 9 4
Availability of large diameter 13 7 3
Delivery terms 8 15 1
Delivery time 13 8 2
Discounts offered 3 13 7
Extension of credit 3 18 2
Price’ 1 6 17
Minimum quantity requirements 3 21 0
Packaging 3 21 0
Product consistency 6 18 0
Quality meets standard pipe standard 5 19 0
Quality meets line pipe standard 5 19 0
Quality meets pressure pipe standard 5 19 0
Quality triple stenciled 6 17 1
Quality meets ASTM A-335 standard 2 10 4
Quality exceeds industry standards 6 17 1
Product range 8 11 5
Reliability of supply 9 13 2
Technical support/service 6 15 3
U.S. transportation costs 4 18 2

! A rating of superior means that the price is generally lower. For example, if a firm reports “U.S. superior,” this
means that it rates the U.S. price generally lower than the nonsubject import price.

Source: Compiled from data submitted in response to Commission questionnaires.
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Comparisons of Domestic Products and Subject and Nonsubject Imports

To determine whether U.S.-produced seamless SLP pipe can generally be used in the
same applications as subject imports from China and nonsubject sources, producers, importers,
and purchasers were asked whether the product can “always,” “frequently,” “sometimes,” or “never” be
used interchangeably. A majority of questionnaire respondents including producers, importers, and
purchasers reported that U.S.-produced products and imports from China can always or frequently be
used interchangeably (tables 11-7 and 11-8). One U. S. producer, ***, stated that while not all purchasers
accept Chinese pipe in the same applications, both small and large diameter Chinese pipe has steadily
become accepted for an increased number of uses. One importer, ***, stated that some end users prefer
small diameter pipe from sources other than China. Another importer, ***, stated that companies have
approved manufacturers’ lists for both small and large diameter pipe, and that products of some countries
and suppliers are not considered acceptable. Another importer, ***, reported that some end users might
not accept Chinese small or large diameter pipe due to its inconsistent quality. Another importer, ***,
reported that during times when U. S. producers are unable to offer enough quantity of small and large
diameter pipe to satisfy needs, alternative sources such as China are acceptable. One purchaser, ***,
reported that in the case of small diameter pipe, many end users have approved manufacturers’ lists and
Chinese mills are not always acceptable.?

Table II-7
Small diameter seamless SLP pipe: Perceived degree of interchangeability of product produced in
the United States and in other countries®

U.S. producers U.S. importers Purchasers
Country comparison A F S N A F|ISINJA|F|[S|N
U.S. vs. China 4 2 0 0 1314 |51 011131411210
U.S. vs. Other countries 4 1 0 0 12| 3 |6 0111 3 3]0
China vs. Other countries 4 1 0 0 1114 16101971110

! Producers, importers, and purchasers were asked if small diameter seamless SLP pipe produced in the United States and in
other countries is used interchangeably.

Note.-- “A” = Always, “F” = Frequently, “S” = Sometimes, and “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.

20 Staff requested and received from ***, a distributor, approved manufacturers lists (AMLs) of seamless SLP
pipe from three of its end use customers, ***. While these lists probably limit the use of Chinese pipe in some
applications, the volume of U.S. imports from China in 2008 suggests that the overall effect of AMLSs likely is not
large. In their posthearing brief, the petitioners have argued that AMLs are used largely for offshore pipeline
applications, but less in other applications. See posthearing brief (Schagrin, p. A-2).
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Table 11-8
Large diameter seamless SLP pipe: Perceived degree of interchangeability of product produced in
the United States and in other countries®

U.S. producers U.S. importers Purchasers
Country comparison A F S N A FISINJA|F|[S|N
U.S. vs. China 3 2 0 0 11 6 5 0112 3 310
U.S. vs. Other countries 3 2 0 0 11| 5 |6 0121 2 |4 |0
China vs. Other countries 3 2 0 0 10| 6 |6 0101 7 |1]0

! Producers, importers, and purchasers were asked if large diameter seamless SLP pipe produced in the United States and in
other countries is used interchangeably.

Note.-- “A” = Always, “F” = Frequently, “S” = Sometimes, and “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.

In addition to questions concerning interchangeability, questionnaire respondents were also asked
if differences in factors other than price are “always,” “frequently,” “sometimes,” or “never” a factor in
their sales of seamless SLP pipe. A majority of producers reported that factors other than price are
“never” a consideration in sales of either small or large diameter pipe when comparing the United States
with China or other countries, or when comparing China with other countries (tables 11-9 and 11-10). In
contrast, a majority of importers and purchasers reported that factors other than price are “always,”
“frequently,” or at least “sometimes™ a factor in such comparisons. One importer, ***, reported that
many end users place country of origin restrictions on manufacturers, fearing that Chinese origin may be
of substandard quality. One purchaser, ***, reported that for small and large diameter pipe, most Chinese
seamless SLP pipe falls into the non-approved category. Another purchaser, ***, reported that sometimes
Chinese product does not meet certain additional customer requirements or “Buy America” provisions.

Table 11-9

Small diameter seamless SLP pipe: U.S. producers’, importers’, and purchasers’ perceived
importance of factors other than price in sales of products produced in the United States and in
other countries®

U.S. producers U.S. importers Purchasers

. A F S N|A|F S N|] A|F]| S N
Country comparison

U.S. vs. China 0 1 1 4 16| 6 5 5 9 [3] 2 5
U.S. vs. Other countries 0 0 1 4 4 5 7 5 7 4 3 3
China vs. Other countries 0 1 1 41 41| 5 6 5 6 5 3 4

! Producers, importers, and purchasers were asked if differences other than price between small diameter seamless SLP pipe
produced in the United States and in other countries are a significant factor in their firms’ sales or purchases of small diameter
seamless SLP pipe.

Note.-- “A” = Always, “F” = Frequently, “S” = Sometimes, and “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table 11-10

Large diameter seamless SLP pipe: U.S. producers’, importers’, and purchasers’ perceived
importance of factors other than price in sales of products produced in the United States and in
other countries®

U.S. producers U.S. importers Purchasers
Country comparison A FI1S|NJA|IF|S[N]A]|F|S|N
U.S. vs. China 0 2 0 312( 9 5 6 9 (3| 3 4
U.S. vs. Other countries 0 1 1 32| 7 7 4 7 14| 3 3
China vs. Other countries 0 2 0 312 8 6 4 6 [5]| 3 3

! Producers, importers, and purchasers were asked if differences other than price between large diameter seamless SLP pipe
produced in the United States and in other countries are a significant factor in their firms’ sales or purchases of large diameter
seamless SLP pipe.

Note.-- “A” = Always, “F” = Frequently, “S” = Sometimes, and “N” = Never.

Source: Compiled from data submitted in response to Commission questionnaires.

ELASTICITY ESTIMATES

This section discusses elasticity estimates; the interested parties were encouraged to comment on
these estimates in their briefs. The petitioners commented on the substitution elasticity in their prehearing
brief, but did not comment on other elasticity estimates. The respondents did not comment on any of the
estimates.

U.S. Supply Elasticity®

The domestic supply elasticity for seamless SLP pipe measures the sensitivity of the quantity
supplied by U.S. producers to changes in the U.S. market price of seamless SLP pipe. The elasticity of
domestic supply depends on several factors, including the level of excess capacity, the ease with which
producers can alter capacity, producers’ ability to shift to production of other products, the existence of
inventories, and the availability of alternate markets for U.S.-produced seamless SLP pipe. Analysis of
these factors, particularly the existence of excess production capacity, indicates that the elasticity is likely
to be relatively high. A range of 5 to 10 is estimated.

U.S. Demand Elasticity

The U.S. demand elasticity for seamless SLP pipe measures the sensitivity of the overall quantity
demanded to a change in the U.S. market price of seamless SLP pipe. This estimate depends on factors
discussed earlier such as the existence, availability, and commercial viability of substitute products, as
well as the component share of this seamless SLP pipe in the production of any downstream products.
Since the available information suggest that there are no close substitutes for this product in most
applications, the demand elasticity is likely to be low to medium, in the range of -0.5 to -1.0.

2L A supply function is not defined in the case of a non-competitive market.
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Substitution Elasticity %

The elasticity of substitution depends upon the extent of product differentiation between the
domestic and imported products. Product differentiation, in turn, depends upon such factors as quality
(e.g., chemistry, appearance, etc.) and conditions of sale (availability, sales terms/discounts/promaotions,
etc.). Based on available information, the elasticity of substitution between U.S.-produced seamless SLP
pipe and imported seamless SLP pipe is likely to be in the range of 2 to 4.

In their prehearing brief, the petitioners argued that a range of 2 to 4 is far too low for the subject
product and should be in a range of 3 to 5 as was estimated for the case involving OCTG from China.?®
Because of the evidence that Chinese-produced seamless SLP pipe is not accepted in some applications,
the lower range is probably more accurate.

22 The substitution elasticity measures the responsiveness of the relative U.S. consumption levels of the subject
imports and the domestic like products to changes in their relative prices. This reflects how easily purchasers switch
from the U.S. product to the subject products (or vice versa) when prices change.

2% Prehearing brief of U.S. Steel, p .26 n. 48.
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PART I1l: U.S. PRODUCERS’ PRODUCTION, SHIPMENTS, AND
EMPLOYMENT

The Commission analyzes a number of factors in making injury determinations (see 19 U.S.C. 88
1677(7)(B) and 1677(7)(C)). Information on the subsidies and margin of dumping was presented earlier
in this report and information on the volume and pricing of imports of the subject merchandise is
presented in Parts IV and V. Information on the other factors specified is presented in this section and/or
Part VI and (except as noted) is based on the questionnaire responses and other submissions from eight
firms that accounted for all known U.S. production of seamless SLP pipe during 2009.

U.S. PRODUCERS

The Commission sent producer questionnaires to 14 firms identified in the petition as domestic
producers of seamless SLP pipe or in Commerce’s preliminary determination of sales at less than fair
value as potential producers of ASTM A-335 pipe or mechanical tubing.? Eight firms reported production
of seamless SLP pipe.® Table I1I-1 lists the reporting domestic producers of seamless SLP pipe and
presents each company’s position on the petition, production location(s), related and/or affiliated firms,
and share of reported production of seamless SLP pipe in 20009.

! Michigan Seamless and Wyman-Gordon reported on their seamless SLP pipe operations, including their
operations on ASTM A-335 pipe, and were included in the prehearing staff report. Consistent with Commerce’s
exclusion of ASTM A-335 pipe from the scope of its investigations, data reported by these firms in this chapter now
exclude their operations on ASTM A-335 pipe.

2 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Preliminary Determination of Sales at Less Than Fair Value, Affirmative Preliminary Determination of
Critical Circumstances, in Part, and Postponement of Final Determination, 75 FR 22372, April 28, 2010.

% Arcelor-Mittal, Atlas Tube, a subsidiary of the John Maneely Corporation, Evraz Rocky Mountain Steel, Mach
Industrial Group, Rockwell Collins Rollmet, and Webco Industries Inc. certified that they had not produced seamless
SLP pipe since 2007.
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Table llI-1

Seamless SLP pipe: Reporting U.S. producers, positions on the petition, U.S. production

locations, related and/or affiliated firms, and shares of 2009 reported U.S. production

Share of production (percent)

Position
on U.S. production Related and/or Small Large
Firm petition location(s) affiliated firms diameter diameter Total
Michigan
Seamless! ol South Lyon, Ml None bl 0.0 bl
Plymouth Tube? ® Warrenville, IL ® ok 0.0 ok
Timken xxK Canton, OH None rxx rxx xxx
Volzhsky Pipe Plant,
Volgograd, Russia
Sinarsky Pipe Plant,
Ambridge, PA Sverdlovsk, Russia
Baytown, TX Seversky Tube Works,
Houston, TX Sverdlovsk, Russia
Koppel, PA TagMet, Postov,
TMK IPSCQO?® Petitioner | Odessa, TX Russia rxx 0.0 xxK
Fairfield, AL
U.S. Steel Petitioner | Lorain, OH None bl bl ol
V&M France
Youngstown, OH | V&M Deutchland
V&M Star* Petitioner | Houston, TX V&M do Brasil SA 0.0 Fkk ol
Sharon, PA
Wheatland?® el Wheatland, PA None okk 0.0 Fokk
Wyman- Yanzhou Chengde
Gordon® bl Houston, TX Steel Tube Co., Ltd. 0.0 Fkk sl
Total 100.0 100.0 100.0

! Wholly owned by Optima International.
2 Plymouth Tube ***,

3 Wholly owned by OAO TMK.
4 Owned by Vallourec & Mannesmann Tubes (*** percent) and Sumitomo Corporation of America (*** percent).
5 Wholly owned by DBO Holdings, Inc.

5 Wholly owned by Precision Castparts Corp.

Note.—Because of rounding, shares may not total to 100.0 percent.

Source: Compiled from data submitted in response to Commission questionnaires.

Three U.S. producers are related to foreign producers of seamless SLP pipe and one, ***, is
related to a firm that exports seamless SLP pipe from China to the United States. As discussed in greater
detail below, three U.S. producers (***) directly import seamless SLP pipe while one U.S. producer (***)
purchased domestically produced SLP pipe during the period for which data were collected.

Each firm was asked if it experienced any plant openings, relocations, expansions, acquisitions,
consolidations, closures, or prolonged shutdowns because of strikes or equipment failure; curtailment of
production because of shortages of materials; or any other change in the character of their operations or

4 See table 111-10.
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organization relation to the production of seamless SLP pipe since January 1, 2007. Their responses are
included in table I11-2.

Table 111-2

Seamless SLP pipe: Important industry events, 2007-10

Year

Company

Description of event (merger, shutdown, bankruptcy, change in
production capacity level, etc.)

2007

IPSCO

Acquisition: SSAB (Sweden) purchases IPSCO for approximately $7.7
billion in July 2007. In December 2006, IPSCO had acquired NS Steel
(parent company of former seamless SLP pipe producer Koppel Steel),
Newport, KY.

Wheatland Tube

Acquisition: John Maneely Co. (parent company of Wheatland Tube)
acquires seamless SLP pipe producer Sharon Tube, Sharon, PA, in
January 2007. John Maneely is a subsidiary of the Carlyle Group (a
Washington, DC-based investment firm).

2008

Evraz Group SA and TMK
(Russia)

Acquisition: Evraz Group SA and TMK purchase SSAB’s IPSCO
tubular facilities in North America for $4 billion in June 2008. TMK
obtains all of IPSCO’s U.S. tubular operations and 51 percent of NS
Group for approximately $1.2 billion. IPSCO'’s tubular operations are
renamed TMK IPSCO.

Wheatland Tube

Acquisition cancelled: Russian steel producer OJSC Novolipestk
Steel suspends efforts to acquire John Maneely Co.

V&M Star

Investment: V&M Star (which acquired the seamless tubular assets of
North Star Steel in 2002) announces plans to invest $639 million to
increase liquid steel production by up to 70 percent to 1.4 million short
tons, expand billet casting operations, and add a second pipe mill to
make smaller diameter seamless pipe.

2009

Timken

Expansion: Timken expands the size capability of existing equipment
from 12" maximum tube outside diameter (O.D.) to 13" O.D.

TMK IPSCO

Acquisition: TMK IPSCO acquires the remaining shares of NS Group
from Evraz for $508 million in February 2009, becoming sole owner.

TMK IPSCO

New facility: TMK IPSCO completes a new quenching and tempering
facility at Baytown Works in Baytown, TX. The facility is designed to heat
treat and finish seamless standard pipes for high temperature
applications, line pipe, and OCTG, with sizes from 2 3/8 to 7 5/8 inches
in diameter with capacity of 85,000 tons per year and with potential for
increasing to 100,000 tons.

TMK IPSCO

Plant idling: All locations are closed for portions of the year and
experience reduced operating schedules.

V&M Star

Investment delay: V&M Star delays the implementation of a $600
million to $1 billion investment to increase steel production and expand
seamless tubular production at its Youngstown, OH, facility.

U.S. Steel

Plant idling: U.S. Steel idles its small diameter seamless pipe mill in
Lorain, OH, in March 2009. In May 2009, U.S. Steel temporary idles the
blast furnace and caster, but continues operating its large diameter
seamless pipe mill at reduced levels at its Fairfield, AL, facility.

Table continued on next page.
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Table 1ll-2--Continued
Seamless SLP pipe: Important industry events, 2007-10

Description of event (merger, shutdown, bankruptcy, change in
Year Company production capacity level, etc.)

Wyman-Gordon Acquisition: Precision Castparts Corp. (Parent company of Wyman-
Gordon) acquires a 49.0 percent stake in Yangzhou Chengde Steel
Tube Co., Ltd. (large diameter seamless pipe producer) in January 2010.

V&M Star Capacity expansion: V&M Star breaks ground on a $650-million tubular
mill expansion project in Youngstown, Ohio. The melt shop and billet
casting operations will increase annual output by 830,000 tons to 1.4
million tons of liquid steel. Current employment at the plant is about 500
workers; the expansion will add 350 new jobs. Existing tubular capacity
is 550,000 tons with O.D. from 5 to 10.756 inches. The new plant will
add 390,000 tons of finished tubulars with an O.D. from 2.375to 7
inches, beginning in late 2011. The new mill has a heat-treat line and a
high-speed threading facility for tube products and OCTG. Fifteen
percent of the new mill's capacity will be for seamless SLP pipe, while 75
percent will be for OCTG and 10 percent for drill pipe. The plant will
serve traditional natural gas customers and potential major shale basins
including Marcellus, Fayetteville, and Haysville.

The state of Ohio contributed $20 million to upgrade road and related
2010 infrastructure.

TMK IPSCO Labor contract ratification: TMK IPSCO and its employees at Koppel
and Ambridge, PA, tubular plants ratify a new labor agreement which will
remain in effect through May 31, 2014.

U.S.Steel Capacity Adjustment: U.S. Steel announces plans to install a new
$87-million quench and temper facility at its Lorain plant for tubular
products from 2 3/8 inches through 7 5/8 inches O.D. Capacity will be at
340,000 tons and will be directed toward OCTG.

U.S. Steel Plant resuming: ***,

TPCO (China) Investment: An air permit has been obtained for TPCO'’s $1-billion pipe
mill project in Gregory, TX. Ground breaking is expected in October
2010.

Timken Investment: Timken announces plans to install a $50-million

intermediate finishing line at the Gambrinus Steel Plant for both bar and
tube products.

Source: Compiled from data submitted in response to Commission questionnaires; American Metal Market; "TMK IPSCO Opens
Baytown Heat Treat Facility,” The Fabricator, April 13, 2009; Preston April 2009, p.12; “Tianjin Pipe Sees Progress on Texas
Tube Plant,” Metal Bulletin, November 24, 2009; E-mail from ***— Gregory, TX, August 9, 2010; “TMK IPSCO Workers OK
Contract,” American Metal Market, June 22, 2010; “Vallourec Commits to Building $650 million Tubular Rolling in Ohio”. U.S.
Steel’s posthearing brief, exh. 1, p. 6. Metal Bulletin, February 16, 2010; “US Steel to Install Quench and Temper Facility at
Lorain Tubular,” U.S. Steel, Press Releases, July 27, 2010. Staff field trip report, U.S. Steel, August 11, 2010.
“http://www.precast.com/pr_pages/pr01.15.10.html,” retrieved August 19, 2010. “The Timken Company to Invest $50 Million in
Its Ohio Steel Operations”; The Timken Company, Press Release, August 12, 2010,
http://lwww.timken.com/en-us/about/NewsRoom/Stories/Pages/Invest50MillioninOhioSteel Operations.aspx, retrieved September
16, 2010; Hearing transcript, p. 58 (Herald).
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U.S. CAPACITY, PRODUCTION, AND CAPACITY UTILIZATION

Table 111-3 presents U.S. producers’ capacity, production, and capacity utilization data for
seamless SLP pipe. U.S. producers’ combined capacity for small and large diameter seamless SLP pipe
decreased between 2007 and 2009, but was higher in January-June 2010 than in January-June 2009
(reflecting greater capacity allocated to small diameter seamless SLP pipe). Production and capacity
utilization for both small and large diameter seamless SLP pipe peaked in 2008, but declined in 20009.
Capacity, production, and capacity utilization for total seamless SLP pipe were substantially higher in the
first half of 2010 than in the first half of 2009.°

Table I11-3
Seamless SLP pipe: U.S. capacity, production, and capacity utilization, 2007-09, January-June
2009, and January-June 2010

* * * * * * *

ALTERNATIVE PRODUCTS

Table 111-4 presents data on U.S. seamless SLP pipe producers’ capacity, production, and
capacity utilization data for all seamless pipe products produced using the same machinery and equipment
as the subject pipe. Responding firms reported that subject small diameter seamless SLP pipe accounted
for *** percent of their total small diameter seamless pipe (including nonsubject pipe) production in 2009
and that subject large diameter seamless SLP pipe accounted for *** percent of their total large diameter
seamless pipe production in 20009.

Nonsubject OCTG was the largest component of U.S. producers’ overall seamless pipe
production, for both small and large diameter pipe. Production of both OCTG and mechanical tubing
substantially exceeded production of seamless SLP pipe in 2009. Reductions in the volume of production
of OCTG accounted for the largest portion of the overall decline in small diameter and large diameter
seamless pipe production in 2009, and for the largest portion of the expanded production in the first half
of 2010 relative to the first half of 2009.

Production of every form of tubular product 16" in diameter and below declined steeply from
2008 to 2009, which resulted in a substantial decline of overall capacity utilization. While capacity
utilization levels for small diameter, large diameter, and total seamless pipe were markedly higher in the
first half of 2010 relative to the first half of 2009, they remained below 2007 levels and well below 2008
levels.

5 Results in the second half of 2009 exceeded operational levels in the first half of 2009. Specifically, capacity
was *** short tons, production was *** short tons and capacity utilization was *** percent.
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Table llI-4

Seamless pipe: U.S. capacity, production, and capacity utilization of seamless pipe products,

2007-09, January-June 2009, and January-June 2010

Iltem

Calendar year

January-June

2007

2008

2009

2009

2010

Capacity (short tons)

Total seamless pipe

3,026,900

3,030,700

3,106,700

1,529,500

1,552,500

Small diameter (4.5" or less OD)

*kk

*kk

*kk

Large diameter (4.5"-16" OD)

*kk

*kk

*kk

Over 16 inches

*k%k

*k%k

*k%k

Production (short tons)

TOTAL (all seamless pipe)

1,992,173

2,302,102

972,387

419,707

938,926

Small diameter (4.5" or less OD):

Standard, line & pressure pipe

*kk

*k%k

*kk

*k%k

*kk

OCTG

*kk

*kk

*kk

Boiler tubing

*k*k

*k%k

*k%k

Mechanical tubing

*kk

*kk

*kk

Other tubing

*kk

*kk

Total small diameter

Large diameter (4.5"-16" OD):

Standard, line & pressure pipe

*kk

*kk

*kk

OCTG

*kk

*kk

*kk

Boiler tubing

*k%k

*k%k

*k%k

Mechanical tubing

*kk

*kk

*kk

Other tubing

*k%k

*kk

*kk

Total large diameter

*%k%k

Seamless pipe greater than 16" OD

*kk

*kk

*k%k

*kk

*kk

Capacity utilization (percent)

TOTAL (all seamless pipe)

65.8

76.0

31.3

27.4

60.5

Small diameter (4.5" or less OD)

*k%k

*kk

*kk

*kk

Large diameter (4.5"-16" OD)

*kk

*k%k

*kk

*kk

Seamless pipe greater than 16" OD

*kk

*kk

*kk

*k%k

Source: Compiled from data submitted in response to Commission questionnaires.

Note.— Production of ASTM A-335 pipe is included in “other tubing” for purposes of this presentation.
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U.S. PRODUCERS’ SHIPMENTS

Tables 111-5, 111-6, and I11-7 present data on U.S. producers’ shipments of total seamless SLP
pipe, small diameter seamless SLP pipe, and large diameter seamless SLP pipe, respectively. The
guantity of U.S. shipments of total seamless SLP pipe increased from 2007 to 2008, but decreased from
2008 to 2009. U.S. shipments were higher, however, in January-June 2010 than in January-June 2009 for
both small and large diameter seamless SLP pipe. Export shipments of total seamless SLP pipe decreased
throughout 2007-09 but were higher in January-June 2010 than in January-June 20009.

Overall, the quantity of U.S. shipments of seamless SLP pipe by domestic producers increased
between 2007 and 2008, although less rapidly than apparent U.S. consumption. Between 2008 and 2009,
the quantity of U.S. shipments decreased even more rapidly than the sharp decline in apparent U.S.
consumption. The domestic producers’ exports of seamless SLP pipe decreased as well, from a smaller
base, and accounted for a diminishing share of total shipments.

Despite rising average unit values in both 2008 and 2009, the value of the domestic producers’
U.S. and export shipments followed the same trend as the quantity of such shipments. In the second half
of 2009, however, the quantity of domestic producers’ U.S. and export shipments were higher than in
January-June 2009, however the value of U.S. shipments decreased slightly. Both quantity and value of
U.S. shipments were higher in January-June 2010, when compared with July-December 2009 by ***
percent and *** percent, respectively, despite lower average unit values of U.S. shipments.® Export
shipments continued to account for a diminishing share of total seamless SLP pipe shipments by domestic
producers.

Table I1I-5
TOTAL seamless SLP pipe: U.S. producers’ shipments, by types, 2007-09, January-June 2009, and
January-June 2010

Table I11-6
SMALL diameter seamless SLP pipe: U.S. producers’ shipments, by types, 2007-09, January-June
2009, and January-June 2010

* * * * * * *

Table IlI-7
LARGE diameter seamless SLP pipe: U.S. producers’ shipments, by types, 2007-09, January-June
2009, and January-June 2010

* * * * * * *

ORDER BOOKS

Table 111-8 presents the reported quantity of small diameter, large diameter, and total seamless
SLP pipe, entered in reporting the firm’s “order books” at the close of specified months.” Reported lead
times ranged from 20 to 102 days for small diameter and 20 days to a year for large diameter seamless
SLP pipe. The lead time of a year for large diameter seamless SLP pipe was reported by ***, and is

® During July-December 2009, the quantity of U.S. shipments was *** short tons, an increase relative to the
quantity of U.S. shipments in January-June 2009. The value of U.S. shipments, however, was lower, at $*** | as the
unit value of U.S. shipments decreased to $*** per short ton.

7 ***g producer questionnaire, sections 11-12a, 11-12b.
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primarily for seamless *** pipe. Excluding ***’s experience, lead times ranged from 20 to 84 days for
large diameter seamless SLP pipe.

;aezlrﬁllelzlsg SLP pipe: Seamless SLP pipe entered into order books, March 31, 2007 - June 30, 2010
Period Total Small diameter Large diameter
Quantity (short tons)
2007
March 31 33,498 Kk ok
June 30 32,430 *kk Kok
September 30 28,725 ok *kk
December 31 42,593 *okk .
2008
March 31 73,563 Fkk ok
June 30 73,405 ok -
September 30 37,324 *kk ok
December 31 27,713 *okk *hk
2009
March 31 5,364 ok *hk
June 30 3,093 Kok *kok
September 30 10,060 Hok ook
December 31 17,208 ok .
2010
March 31 27,794 rhk i
June 30 29,088 *kk *okk
Note.— The data presented in this table are slightly overstated because Michigan Seamless and Wyman-Gordon
primarily produce ASTM A-335 pipe.
Source: Compiled from data submitted in response to Commission questionnaires.

U.S. PRODUCERS’ INVENTORIES

As shown in table 111-9, end-of-period inventories for small and large diameter seamless SLP pipe
declined between 2007-09 in absolute terms, but as a result of reduced operations were higher relative to
production and shipments in interim 2009 than in any other period. Inventories of small diameter
seamless SLP pipe increased in absolute terms from 2007 to 2008. In absolute terms, inventories were
*** lower for small diameter seamless SLP pipe in January-June 2010 than in January-June 2009 but
were higher for large diameter seamless SLP pipe in January-June 2010 than in January-June 2009.
Aggregate inventories increased from 2007 to 2008, but were lower in 2009 when compared with 2008.
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Table 111-9
Seamless SLP pipe: U.S. producers’ end-of-period inventories, 2007-09, January-June 2009, and
January-June 2010

U.S. PRODUCERS’ IMPORTS AND PURCHASES
Table 111-10 presents U.S. producers’ imports and purchases of seamless SLP pipe.

Table 111-10
Seamless SLP pipe: U.S. producers’ imports and purchases, 2007-09, January-June 2009, and
January-June 2010

U.S. EMPLOYMENT, WAGES, AND PRODUCTIVITY

The U.S. producers’ aggregate employment data for seamless SLP pipe are presented in table 111-
11. For aggregate seamless SLP pipe, the number of hours worked by PRWSs, the wages paid to PRWSs,
and productivity increased from 2007 to 2008, but decreased from 2008 to 2009. These same factors,
however, were higher in the second half of 2009 when compared with the first half of 2009, and were
higher again in the first half of 2010.2 ***° A witness V&M Star also testified to laying off a
“significant” number of employees in 2009."°

Table 111-11
Seamless SLP pipe: U.S. producers’ employment-related data, 2007-09, January-June 2009, and
January-June 2010

8 During July-December 2009, PRWSs worked *** hours, wages paid to PRWs were $***, and productivity was
*** short tons per hour.

% ***’g producer questionnaire response, attachment 1.
0 Hearing transcript, p. 60 (Herald).
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PART IV: U.S. IMPORTS, APPARENT CONSUMPTION, AND
MARKET SHARES

U.S. IMPORTERS

The Commission issued importer questionnaires to 119 possible importers of subject seamless
SLP pipe, as well as to all known U.S. producers of seamless SLP pipe,* and received usable responses
from 31 companies.? Questionnaire responses from U.S. importers accounted for 90.6 percent of total
seamless SLP pipe imports (79.6 percent of small diameter seamless SLP pipe and 100.5 percent of large
diameter seamless SLP pipe from China). Questionnaire responses from U.S. importers from nonsubject
sources accounted for 77.0 percent of total seamless SLP pipe imports (40.2 percent of small diameter
seamless SLP pipe and 92.8 percent of large diameter seamless SLP pipe). Questionnaire responses from
U.S. importers from subject and nonsubject sources accounted for 83.4 percent of total seamless SLP pipe
imports (65.2 percent of small diameter seamless SLP pipe and 95.9 percent of large diameter seamless
SLP pipe in 2009). Although staff believes that the coverage level is high, because of the differing
coverage between subject and nonsubject sources and between small diameter and large diameter
seamless SLP pipe, the data presented in this chapter are based on official import statistics. *

! The Commission issued questionnaires to those firms identified in the petition, along with firms that, based on a
review of data provided by U.S. Customs and Border Protection (“Customs”), may have imported at least $1 million
of seamless SLP pipe under HTS subheadings 7304.10.10, 7304.10.50, 7304.19.10, 7304.19.50, 7304.39.00,
7304.59.80, 7304.10.10, 7304.10.50, 7304.19.10, 7304.19.50, 7304.39.00, and 7304.59.80 in 2008.

2 Twenty-five other firms certified that they did not import seamless SLP pipe during the period for which data
were collected.

% Small diameter seamless SLP pipe is covered under HTS subheadings: 7304.10.1020, 7304.10.5020,
7304.19.1020, 7304.19.5020, 7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.59.8010, and 7304.59.8015. Large
diameter seamless SLP pipe is covered under HTS subheadings: 7304.10.1030, 7304.10.1045, 7304.10.1060,
7304.10.5050, 7304.19.1030, 7304.19.1045, 7304.19.1060, 7304.19.5050, 7304.39.0036, 7304.39.0048,
7304.39.0062, 7304.59.8030, 7304.59.8045, and 7304.59.8060. Following the change in the scope by Commerce,
the staff report has been amended to exclude data for U.S. imports of ASTM A-335 pipe only.

* The large majority of U.S. imports of seamless SLP pipe are of carbon steel and enter the United States under
the following statistical reporting numbers:

. 7304.19.1020 -- Line pipe of a kind used for oil or gas pipelines, of iron or nonalloy steel, having an outside
diameter not exceeding 114.3 mm (4-1/2 inches);
. 7304.19.1060 -- Line pipe of a kind used for oil or gas pipelines, of iron or nonalloy steel, having an outside

diameter of 215.9 mm (8-1/2 inches) or more but not exceeding 406.4 mm (16 inches), and having a wall
thickness of 12.7 mm (1/2 inch) or more;

. 7304.19.1045 -- Line pipe of a kind used for oil or gas pipelines, of iron or nonalloy steel, having an outside
diameter of 215.9 mm (8-1/2 inches) or more but not exceeding 406.4 mm (16 inches), and having a wall
thickness less than 12.7 mm (1/2 inch); and

. 7304.19.1030 -- Line pipe of a kind used for oil or gas pipelines, of iron or nonalloy steel, having an outside
diameter exceeding 114.3 mm (4-1/2 inches) but less than 215.9 mm (8-1/2 inches).

U.S. imports from China comprised the largest share of the first item (small diameter seamless SLP pipe) throughout
2007-09, and the largest individual share of any country in each of the three full years for the third and fourth items
(large diameter seamless SLP pipe). However, for heavier-walled large diameter seamless SLP pipe, the leading
source of U.S. imports in 2007 was Argentina; the leading source in 2008 was Mexico; and the leading source in
2009 was Germany.
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Table V-1 lists confirmed U.S. importers of seamless SLP pipe from China and other sources,
their locations, and their shares of reported U.S. imports, in 2009. Five out of 31 companies imported
only small diameter seamless SLP pipe, one company imported only large diameter, and 25 companies

imported both.®

Table IV-1

Seamless SLP pipe: U.S. importers, U.S. headquarters, source(s) of imports, and shares of

imports in 2009

Share of imports (percent)

Firm Headquarters Source of imports -
China Other Total
Baosteel America Inc.t Montvale, NJ Fkk ol sl FkH
Commercial Metals Co.? Irving, TX bl ol xkk bl

Connectors, Inc.

Hauppauge, NY

*kk

*k%k

*kk

*kk|

Conveyco Mfg. Co.

Clackamas, OR

*kk

*kk

*kk

*kk|

Corus America®

Schaumburg, IL

*k%k

*kk|

Corus International*

Schaumburg, IL

*kk

*kk|

Coutinho & Ferrostaal Inc.® Houston, TX ok ok ok ko
Houston OCTG Group Inc.® Houston, TX® Fokk *kk Kk KA
Kurt Orban Partners Burlingame, CA ok *kk *kk Kk
Marubeni Itochu Tubulars America Inc.” [Houston, TX ok ok ok ook
MinMetals Inc.® Brea, CA ok ok . o
National Tube Supply, Co.° University Park, IL *rk *hk okk xkK
North American Interpipe, Inc.* Houston, TX o ok ok ok

Oxbow Steel International

Pleasant Hill, CA

*kk

*kk|

Pusan Pipe America (SeAH Steel)'*

Santa Fe Springs, CA

*kk

*kk|

S B International, Inc.*?

Dallas, TX

*kk

*kk|

Schlumberger Tech. Corp.*

Sugarland, TX

*kk

*kk|

SDB Trade International, LP**

Pasadena, TX

*k%k

*kk|

Seba Pipe, Inc. Houston, TX kk *kk Hkk Hkk
Shamrock Eugene, OR Hekk K,k ke kK
Sumitomo Corp. of America®® Houston, TX ok ok ok ok
Sunbelt Group, L.P.% Houston, TX ok ok ok ek
Tenaris Global Services USAY Houston, TX ok ok ok ok
TMK IPSCO® Downers Grove, IL i ok ok ok
Toyota Tsusho America, Inc.*® Houston, TX ok ok ok ok
TPCO Enterprise, Inc. Houston, TX ok ok ok ok

Tranton Company

San Marino, CA

*kk

kK|

Table continued on next page.

5 *** imported ASTM A-335 pipe from China and *** from sources other than China.
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Table IV-1--Continued
Seamless SLP pipe: U.S.importers, U.S. headquarters, source(s) of imports, and shares of imports in 2009

) ) Share of imports (percent)
Firm Headquarters Source of imports -
China | Other' | Total®

Uniwire Trading, LLC New York, NY ok wkk Fkk Fokk
Vallourec & Mannesmann USA Corp.# |Houston, TX ok ok ok ok
Wells Plumbing & Heating, Inc. Chicago, IL rkk Fhk i FrK
Wheatland Tube Co.% Sharon, PA Ak ek ik ik
Total *kk *%k%k *kk|

! Baosteel America Inc. is wholly owned by Baoshan Iron & Steel Co., Ltd. (China). It is also related to large diameter SLP pipe
producer Yantai Lubao Steel Pipe Co., Ltd. (China).

2 Commercial Metals is related to CMC Sisak d.0.0 (Croatia), which is also a producer of both small and large diameter
seamless SLP pipe.

3 Corus America is wholly owned by Corus Group Ltd. (England) and related to Corus International Trading Ltd.

* Corus International is wholly owned by Corus America Holding, Inc.

5 Coutinho & Ferrostaal is owned by Man-Ferrostaal (Germany), MPC (Germany), and Villacero Group (Mexico).

® Houston OCTG Group is wholly owned by WSP Holding Limited. It is related to Chinese seamless SLP pipe producers WSP
Wuxi Seamless and Oil Pipe Co., Ltd.

" Marubeni Itochu Tubulars America Inc. is wholly owned by Marubeni ltochu Steel Inc.

8 Minmetals Inc. (L.A.) is wholly owned by China MinMetals Group (China).

9 National Tube is owned by STAD, S.A. (France), SICAM, S.P.A. (ltaly), and Cleveland Steel & Tube Holdings (USA).

1 North American Interpipe is wholly owned by Interpipe Europe SA. It is related to Ukranian seamless SLP pipe producers
Interpipe Nikotube and Interpipe NTRP.

1 pusan Pipe is ***% owned by SeAH Steel Corp. (Korea).

2.5 B International is ***% owned by SBI Trading Co. (USA) and ***% owned by Virendra Gupta (USA).

13 Schlumberger Tech. is wholly owned by Schlumberger Limited (USA).

1 SDB Trade is ***% owned by Dilip Bhargava, limited partner, and ***% owned by SDB Trade, LLC (USA).

5 Sumitomo is wholly owned by Sumitomo Corp. (Japan). It is related to small and large seamless SLP producer Sumitomo
Metal Industries, Ltd. (Japan).

6 Sunbelt is wholly owned by Russel Metals (Canada).

7 Tenaris Global Services USA is wholly owned by Tenaris S.A. It is related to the following small and large diameter seamless
SLP pipe producers: Dalmine SPA (ltaly), Siderca SAIC (Argentina), Tubos de Acero de Mexico (Mexico), NKK Tubes (Japan),
S.C. Silcotub SA (Romania), and Algoma Tubes (Canada).

8 TMK IPSCO is wholly owned by OAO TMK (Switzerland). It is related to Russian seamless SLP pipe producers Volzhsky
Pipe Plant, Sinarsky Pipe Plant, Seversky Tube Works, TagMet.

¥ Toyota Tsusho America is wholly owned by Toyota Tsusho Corp. (Japan).

2 TPCO is **% owned by Tianjin Pipe International Economic & Trading Co. and ***% owned by Look Ease Enterprises. It is
related to small and large diameter seamless SLP producer Tianjin Pipe Group Corp. (China).

2L V&M USA is wholly owned by V&M Tubes (France). It is related to the following small diameter seamless SLP pipe
producers: V&M France, V&M Deutschland GmbH (Germany), V&M do Brasil SA (Brazil). Itis also related to the following large
diameter seamless SLP pipe producers: V&M France, V&M Deutschland GmbH, V&M do Brasil SA, and V&M Star L.P.

2 Wheatland is wholly owned by DBO Holdings.

Note.—Because of rounding, figures may not add to the totals shown.

Source: Compiled from data submitted in response to Commission questionnaires.

U.S. IMPORTS

Tables IV-2, IV-3, and V-4 present data for U.S. imports of total seamless SLP pipe, small
diameter seamless SLP pipe, and large diameter seamless SLP pipe from China and all other sources,
respectively. Imports from China and nonsubject sources of small and large diameter seamless SLP pipe
(separately and jointly) increased from 2007 to 2008, but were lower in 2009 compared with 2008.
Quantities and values of imports of seamless SLP pipe from China were lower in July-December 2009
than in January-June 2009, and were even lower in January-June 2010. Quantities and values of imports
of seamless SLP pipe from all other sources decreased from the first to the second half of 2009, although
they were higher in January-June 2010, with import quantities almost reaching the level of entries in the
first half of 2009. Unit values of imports of seamless SLP pipe from China increased from 2007 to 2008,
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but were lower in 2009. When comparing the three half-year periods of January 2009 - June 2009, July
2009 - December 2009, and January - June 2010, unit values of subject imports decreased in each period
relative to the previous six-month period. Unit values of imports of seamless SLP pipe from all other
sources increased from 2007 to 2009. However, they were lower in July-December 2009 than in January-
June 2009, and they decreased again in January-June 2010.°

Houston-Galveston, TX, was by far the largest port of entry for both small and large diameter
seamless SLP pipe from China during the period for which data were collected. The second largest port
of entry was Los Angeles, CA. For imported seamless SLP pipe generally, Houston-Galveston and Los
Angeles were the leading ports of entry, followed distantly by Seattle, Philadelphia, and Tampa.

Table IV-2
TOTAL seamless SLP pipe: U.S. imports, by sources, 2007-09, January-June 2009, and January-
June 2010

Table IV-3
SMALL diameter seamless SLP pipe: U.S. imports, by sources, 2007-09, January-June 2009, and
January-June 2010

Table IV-4
LARGE diameter seamless SLP pipe: U.S.imports, by sources, 2007-09, January-June 2009, and
January-June 2010

® During July-December 2009, quantities of imports of aggregate seamless SLP pipe from China, nonsubject
sources, and total were ***, *** and *** short tons, respectively. Values of imports of aggregate seamless SLP
pipe from China, nonsubject sources, and total were $***, $*** and $***, respectively. Unit values of aggregate
seamless SLP pipe imports from China, nonsubject sources, and total were $***, $***, and $*** per short ton,
respectively.
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Tables IV-5, 1V-6, and 1VV-7 present data on U.S. imports of total seamless SLP pipe, small
diameter seamless SLP pipe, and large diameter seamless SLP pipe by source, respectively. As discussed
in Part I, U.S. imports of small diameter seamless SLP pipe from Germany and Romania are subject to
antidumping duty orders, as are U.S. imports of small diameter and large diameter seamless SLP pipe
from Japan. With respect to nonsubject import volumes in 2009, witnesses at the hearing testified that
these are largely attributable to imports of specialized product that was imported for a specific project in

the Gulf of Mexico.’

Table IV-5

TOTAL seamless SLP pipe: U.S.imports, by sources, 2007-09, January-June 2009, and January-June

2010

Calendar year January - June
Country 2007 2008 | 2009 2009 2010
Quantity (short tons)
China 172,319 366,088 123,324 66,458 12,191
Argentina 36,357 44,409 12,433 9,627 10,682
Russia 30,889 33,333 9,983 9,853 18,637
Italy 21,136 36,176 22,614 11,663 10,553
Germany* 18,576 25,247 26,698 24,337 7,759
Czech Republic 23,473 31,799 6,970 6,590 6,081
Japan? 28,800 13,673 21,045 5,053 2,496
Mexico 5,953 39,332 11,403 2,675 1,948
Ukraine 16,199 33,679 1,740 1,622 2,493
Spain 7,066 17,807 7,927 5,504 6,806
France 6,987 18,115 9,869 9,079 1,457
All other 33,876 54,850 20,921 15,410 22,776
Total 401,629 714,508 274,926 167,871 103,878

Table continued on next page.

" Hearing transcript, pp. 90-91 (Pognonec); conference transcript, pp. 104-105 (Pognonec).
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Table IV-5--Continued

TOTAL seamless SLP pipe: U.S. imports, by sources, 2007-09, January-June 2009, and

January-June 2010

Calendar year

January - June

Country 2007 2008 | 2009 2009 2010
Value ($1,000)

China 142,658 412,051 135,240 88,099 10,548
Argentina 67,462 73,867 31,153 25,320 19,695
Russia 29,046 38,654 15,148 14,968 18,178
Italy 44,072 76,632 57,394 34,599 18,596
Germany 35,669 48,667 73,159 67,282 14,083
Czech Republic 25,483 40,710 13,600 13,051 7,175
Japan 56,365 26,828 47,006 13,213 6,482
Mexico 9,910 77,578 26,966 7,884 3,341
Ukraine 15,417 47,877 2,829 2,551 2,773
Spain 11,766 33,186 16,078 12,198 11,577
France 9,573 31,466 21,526 20,090 2,377
All other 47,570 101,763 43,752 32,306 28,608

Total 494,991 1,009,278 483,849 331,560 143,432

Unit value (dollars per short ton)

China 828 1,126 1,097 1,326 865
Argentina 1,856 1,663 2,506 2,630 1,844
Russia 940 1,160 1,517 1,519 975
Italy 2,085 2,118 2,538 2,967 1,762
Germany 1,920 1,928 2,740 2,765 1,815
Czech Republic 1,086 1,280 1,951 1,980 1,180
Japan 1,957 1,962 2,234 2,615 2,597
Mexico 1,665 1,972 2,365 2,947 1,715
Ukraine 952 1,422 1,626 1,573 1,113
Spain 1,665 1,864 2,028 2,216 1,701
France 1,370 1,737 2,181 2,213 1,631
All other 1,404 1,855 2,091 2,096 1,256

Average 1,232 1,413 1,760 1,975 1,381

* According to official import statistics, large diameter heavy-walled seamless SLP pipe accounted for the large majority
of the observed increase in U.S. imports from Germany in 2009 (concentrated in January — June 2009).
2 According to official import statistics, large diameter alloy steel seamless SLP pipe accounted for the large majority of
the observed increase in U.S. imports from Japan in the second half of 2009.

Note.--Countries ranked by import quantity during 2007-June 2010.

Note.—These data do not exclude ASTM A-335 pipe and therefore do not reconcile with table IV-2.

Source: Compiled from official Commerce statistics (HTS 7304.10.1020, 7304.10.1030, 7304.10.1045, 7304.10.1060,

7304.10.5020, 7304.10.5050, 7304.19.1020, 7304.19.1030, 7304.19.1045, 7304.19.1060, 7304.19.5020, 7304.19.5050,
7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.39.0036, 7304.39.0048, 7304.39.0062, 7304.59.8010, 7304.59.8015,
7304.59.8030, 7304.59.8045, and 7304.59.8060).
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Table 1V-6
SMALL diameter seamless SLP pipe: U.S. imports, by sources, 2007-09, January-June 2009, and
January-June 2010

Calendar year January - June
Country 2007 2008 2009 2009 2010
Quantity (short tons)

China 103,677 197,022 58,577 35,641 5,306
Russia 12,473 10,448 4,674 4,674 5,859
Spain 6,564 15,092 6,899 4,636 3,267
Ukraine 12,080 12,302 1,103 991 1,943
Germany 11,728 9,058 2,431 1,137 1,694
France 6,720 10,057 4,532 4,240 1,398
Austria 1,651 9,489 6,919 4,926 2,630
Japan 5,440 7,381 3,734 2,081 1,845
Czech Republic 5,449 7,243 2,947 2,638 2,663
Slovak Republic 6,865 4,076 994 628 2,015
Argentina 1,333 7,222 1,640 1,073 1,591
All other 9,373 13,184 6,203 3,608 6,874

Total 183,354 302,573 100,653 66,273 37,085

Value ($1,000)

China 86,290 221,020 63,807 44,597 4,550
Russia 10,442 8,726 7,478 7,478 5,455
Spain 10,575 28,245 13,577 10,097 6,247
Ukraine 11,585 17,944 1,802 1,583 2,213
Germany 20,625 17,591 6,000 3,307 3,147
France 9,061 16,333 11,793 11,163 2,205
Austria 1,886 15,727 14,617 11,125 4,092
Japan 9,380 14,967 10,034 5,596 4,626
Czech Republic 5,679 10,209 5,611 5,208 3,229
Slovak Republic 8,446 6,032 1,671 1,136 2,554
Argentina 2,002 11,417 4,055 2,807 4,507
All other 14,829 24,806 11,352 6,616 8,494

Total 190,800 393,016 151,796 110,713 51,319

Table continued on next page.
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Table IV-6--Continued

SMALL diameter seamless SLP pipe: U.S. imports, by sources, 2007-09, January-June 2009,

and January-June 2010

Calendar year

January - June

Country 2007 2008 2009 2009 2010
Unit value (dollars per short ton)

China 832 1,122 1,089 1,251 858
Russia 837 835 1,600 1,600 931
Spain 1,611 1,871 1,968 2,178 1,912
Ukraine 959 1,459 1,633 1,598 1,139
Germany 1,759 1,942 2,469 2,909 1,858
France 1,348 1,624 2,602 2,633 1,576
Austria 1,142 1,657 2,113 2,259 1,556
Japan 1,724 2,028 2,687 2,689 2,508
Czech Republic 1,042 1,409 1,904 1,974 1,212
Slovak Republic 1,230 1,480 1,682 1,808 1,268
Argentina 1,501 1,581 2,472 2,617 2,832
All other 1,582 1,881 1,830 1,834 1,236

Average 1,041 1,299 1,508 1,671 1,384

Note.--Countries ranked by import quantity during 2007-June 2010.
Note.—These data do not exclude ASTM A-335 pipe and therefore do not reconcile with table 1V-3.

Source: Compiled from official Commerce statistics (HTS 7304.10.1020, 7304.10.5020, 7304.19.1020,
7304.19.5020, 7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.59.8010, and 7304.59.8015).
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Table V-7

LARGE diameter seamless SLP pipe: U.S.imports, by sources, 2007-09, January-June 2009, and

January-June 2010

Calendar year

January - June

Country 2007 2008 2009 2009 2010
Quantity (short tons)

China 68,642 169,066 64,747 30,817 6,885
Argentina 35,024 37,186 10,793 8,555 9,090
Italy 20,823 32,419 21,288 10,630 10,513
Russia 18,416 22,885 5,309 5,179 12,778
Mexico 5,946 39,298 11,139 2,669 1,839
Germany* 6,847 16,189 24,267 23,200 6,065
Czech Republic 18,024 24,556 4,023 3,952 3,418
Japan? 23,360 6,292 17,311 2,973 652
Ukraine 4,119 21,377 637 631 550
Brazil 6,079 13,083 1,889 1,273 81
France 267 8,058 5,337 4,839 59
All other 10,728 21,525 7,535 6,882 14,864

Total 218,275 411,934 174,273 101,598 66,793

Value ($1,000)

China 56,368 191,031 71,433 43,502 5,998
Argentina 65,460 62,449 27,099 22,513 15,188
Italy 43,380 70,145 55,219 32,818 18,525
Russia 18,603 29,928 7,670 7,490 12,723
Mexico 9,891 77,429 26,728 7,827 3,247
Germany 15,044 31,076 67,159 63,974 10,936
Czech Republic 19,804 30,501 7,989 7,843 3,946
Japan 46,985 11,862 36,972 7,617 1,856
Ukraine 3,832 29,934 1,027 968 560
Brazil 8,579 29,526 4,445 3,096 199
France 513 15,133 9,733 8,927 172
All other 15,730 37,249 16,579 14,272 18,763

Total 304,191 616,262 332,053 220,847 92,113

Table continued on next page.
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Table IV-7--Continued
LARGE diameter seamless SLP pipe: U.S.imports, by sources, 2007-09, January-June 2009,
and January-June 2010

Calendar year January - June
Country 2007 2008 2009 2009 2010
Unit value (dollars per short ton)

China 821 1,130 1,103 1,412 871
Argentina 1,869 1,679 2,511 2,632 1,671
Italy 2,083 2,164 2,594 3,087 1,762
Russia 1,010 1,308 1,445 1,446 996
Mexico 1,663 1,970 2,399 2,933 1,766
Germany 2,197 1,920 2,768 2,758 1,803
Czech Republic 1,099 1,242 1,986 1,984 1,154
Japan 2,011 1,885 2,136 2,562 2,849
Ukraine 930 1,400 1,612 1,535 1,019
Brazil 1,411 2,257 2,354 2,433 2,473
France 1,923 1,878 1,824 1,845 2,939
All other 1,466 1,730 2,200 2,074 1,262

Average 1,394 1,496 1,905 2,174 1,379

! According to official import statistics, large diameter heavy-walled seamless SLP pipe accounted for the large
majority of the observed increase in U.S. imports from Germany in 2009 (concentrated in January — June 2009).

2 According to official import statistics, large diameter alloy steel seamless SLP pipe accounted for the large
majority of the observed increase in U.S. imports from Japan in the second half of 2009.

Note.--Countries ranked by import quantity during 2007-June 2010.
Note.—These data do not exclude ASTM A-335 pipe and therefore do not reconcile with table 1V-4.

Source: Compiled from official Commerce statistics (HTS 7304.10.1030, 7304.10.1045, 7304.10.1060,
7304.10.5050, 7304.19.1030, 7304.19.1045, 7304.19.1060, 7304.19.5050, 7304.39.0036, 7304.39.0048,
7304.39.0062, 7304.59.8030, 7304.59.8045, and 7304.59.8060).

Tables IV-8, 1V-9, and 1VV-10 present data on U.S. imports of total seamless SLP pipe, small
diameter seamless SLP pipe, and large diameter seamless SLP pipe, by source and month from January
2007 to June 2009, respectively. These tables do not exclude A-335 and therefore they do not reconcile
with tables V-2 through 1V-4.
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Table IV-8

TOTAL seamless SLP pipe: U.S.imports, by source and month, Januar

2007-June 2010

Source January February March April May June July August | September | October November | December Total
Quantity (short tons)

2007

China 15,047 26,460 10,972 11,228 27,430 11,496 14,717 11,418 11,709 14,367 13,831 3,645 172,319

Nonsubject 20,367 17,177 8,622 32,096 15,837 24,329 23,245 9,406 19,343 26,428 18,302 14,160 229,310
Total 35,415 43,637 19,593 43,324 43,267 35,824 37,962 20,823 31,051 40,795 32,133 17,805 401,629

2008

China 23,244 12,632 18,042 13,634 23,948 26,100 21,546 32,594 45,437 50,582 49,971 48,357 366,088

Nonsubject 20,021 16,067 28,217 32,051 28,299 25,320 43,151 24,805 29,663 38,590 31,524 30,715 348,420
Total 43,264 28,699 46,259 45,685 52,247 51,420 64,697 57,400 75,100 89,171 81,494 79,072 714,508

2009

China 28,235 10,768 10,037 12,190 3,829 1,399 7,313 1,779 2,263 8,321 29,339 7,851 123,324

Nonsubject 30,129 18,102 22,877 15,101 4,894 10,308 7,866 4,211 3,047 16,014 8,954 10,099 151,602
Total 58,364 28,871 32,914 27,291 8,723 11,708 15,179 5,989 5,310 24,335 38,293 17,950 274,926

2010

China 2,621 8,706 179 300 357 28 - - - --- --- --- 12,191

Nonsubject 14,842 9,709 13,018 9,636 18,449 26,034 91,688
Total 17,463 18,415 13,197 9,936 18,806 26,062 103,878

Source: Compiled from official Commerce statistics (HTS 7304.10.1020, 7304.10.1030, 7304.10.1045, 7304.10.1060, 7304.10.5020, 7304.10.5050, 7304.19.1020, 7304.19.1030,

7304.19.1045, 7304.19.1060, 7304.19.5020, 7304.19.5050, 7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.39.0036, 7304.39.0048, 7304.39.0062, 7304.59.8010, 7304.59.8015,

7304.59.8030, 7304.59.8045, and 7304.59.8060).
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Table IV-9

SMALL diameter seamless SLP pipe: U.S. imports, by source and month, January 2007-June 2010

Source January February March April May June July August September | October | November | December Total
Quantity (short tons)

2007

China 9,887 14,125 5,610 5,370 16,314 7,566 10,619 6,537 5,932 11,117 8,068 2,532 103,677

Nonsubject 9,516 5,309 5,375 11,325 4,870 5,377 3,760 6,169 8,371 8,895 5,182 5,527 79,677
Total 19,403 19,434 10,985 16,695 21,184 12,943 14,379 12,706 14,304 20,012 13,250 8,059 183,354

2008

China 14,086 7,213 8,877 11,143 11,372 11,155 9,962 13,717 24,854 27,761 28,882 28,000 197,022

Nonsubject 8,142 5,881 10,130 8,067 7,520 10,419 11,368 5,136 9,251 7,521 11,708 10,408 105,551
Total 22,228 13,094 19,007 19,210 18,893 21,574 21,330 18,853 34,105 35,282 40,589 38,408 302,573

2009

China 13,515 6,218 7,327 5,506 2,360 715 4,909 1,406 1,063 2,134 10,998 2,427 58,577

Nonsubject 11,987 8,786 5,828 1,401 1,691 938 1,555 1,042 2,102 2,074 1,327 3,344 42,075
Total 25,502 15,004 13,155 6,908 4,050 1,653 6,463 2,448 3,165 4,208 12,324 5771 100,653

2010

China 2,217 2,744 154 99 75 17 - - --- --- --- --- 5,306

Nonsubject 2,795 3,360 5,067 4,029 6,987 9,542 31,779
Total 5,012 6,104 5,220 4,128 7,061 9,559

Source: Compiled from official Commerce statistics (HTS 7304.10.1020, 7304.10.5020, 7304.19.1020, 7304.19.5020, 7304.39.0016, 7304.39.0020, 7304.39.0024, 7304.59.8010, and 7304.59.8015).
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Table IV-10

LARGE diameter seamless SLP pipe: U.S.imports, by source and month, January 2007-June 2010

Source January February March April May June July August | September | October | November | December Total
Quantity (short tons)

2007

China 5,160 12,335 5,361 5,858 11,116 3,929 4,098 4,881 5,776 3,251 5,764 1,113 68,642

Nonsubject 10,852 11,868 3,247 20,771 10,967 18,952 19,484 3,237 10,971 17,533 13,120 8,632 149,633
Total 16,012 24,203 8,608 26,629 22,083 22,881 23,582 8,117 16,748 20,783 18,883 9,746 218,275

2008

China 9,158 5,419 9,164 2,491 12,576 14,945 11,584 18,878 20,583 22,821 21,089 20,357 169,066

Nonsubject 11,878 10,186 18,087 23,984 20,779 14,901 31,783 19,669 20,412 31,068 19,816 20,306 242,869
Total 21,036 15,605 27,251 26,475 33,354 29,847 43,367 38,547 40,995 53,889 40,905 40,663 411,934

2009

China 14,720 4,550 2,710 6,684 1,469 684 2,405 373 1,200 6,186 18,342 5,424 64,747

Nonsubject 18,142 9,317 17,049 13,700 3,204 9,370 6,311 3,168 944 13,940 7,627 6,755 109,526
Total 32,862 13,867 19,758 20,384 4,672 10,055 8,716 3,541 2,144 20,126 25,969 12,179 174,273

2010

China 404 5,962 26 201 282 10 - - --- - - - 6,885

Nonsubject 12,047 6,349 7,951 5,606 11,462 16,492 - - --- --= --- -—- 59,908
Total 12,452 12,311 7,977 5,807 11,744 16,503 - - - - - - 66,793

Source: Compiled from official Commerce statistics (HTS 7304.10.1030, 7304.10.1045, 7304.10.1060, 7304.10.5050, 7304.19.1030, 7304.19.1045, 7304.19.1060, 7304.19.5050, 7304.39.0036,
7304.39.0048, 7304.39.0062, 7304.59.8030, 7304.59.8045, and 7304.59.8060).




CRITICAL CIRCUMSTANCES

On September 21, 2010, Commerce issued its final determination that “critical circumstances”
exist with regard to imports from China of seamless SLP pipe from Hengyang and PRC-wide entity.® In
these investigations, if both Commerce and the Commission make affirmative final critical circumstances
determinations, certain subject imports may be subject to antidumping and countervailing duties
retroactive by 90 days of April 28, 2010 and/or March 1, 2010, the effective date of Commerce’s
preliminary affirmative LTFV and subsidy determinations, respectively. Tables IV-11, IV-12, and IV-13
present import quantity data for the six-month period prior to the filing of the petition and for the six
month period following filing for total seamless SLP pipe, small diameter seamless SLP pipe, and large
diameter seamless SLP pipe, respectively. Commerce has determined, in both the antidumping duty and
countervailing duty determinations, that critical circumstances do not exist with respect to Tianjin Pipe
(Group) Corporation (“TPCO™).

Table IV-11
TOTAL seamless SLP pipe: U.S.imports from China, by month, April 2009 - March 2010

* * * * * * *

Table IV-12
Small diameter seamless SLP pipe: U.S. imports from China, by month, April 2009 - March 2010

* * * * * * *

Table IV-13
Large diameter seamless SLP pipe: U.S. imports from China, by month, April 2009 - March 2010

* * * * * * *

NEGLIGIBILITY

The statute requires that an investigation be terminated without an injury determination if imports
of the subject merchandise are found to be negligible.” Negligible imports are generally defined in the
Tariff Act of 1930, as amended, as imports from a country of merchandise corresponding to a domestic
like product where such imports account for less than 3 percent of the volume of all such merchandise
imported into the United States in the most recent 12-month period for which data are available that

8 Certain Seamless Carbon and Alloy Steel Standard, Line, and Pressure Pipe From the People’s Republic of
China: Final Affirmative Countervailing Duty Determination, Final Affirmative Critical Circumstances
Determination, 75 FR 57444, September 21, 2010 and Certain Seamless Carbon and Alloy Steel Standard, Line, and
Pressure Pipe From the People’s Republic of China: Final Determination of Sales at Less Than Fair Value and
Critical Circumstances, in Part, 75 FR 57449, September 21, 2010, presented in app. A. When petitioners file
timely allegations of critical circumstances, Commerce examines whether there is a reasonable basis to believe or
suspect that (1) either there is a history of dumping and material injury by reason of dumped imports in the United
States or elsewhere of the subject merchandise, or the person by whom, or for whose account, the merchandise was
imported knew or should have known that the exporter was selling the subject merchandise at LTFV and that there
was likely to be material injury by reason of such sales; and (2) there have been massive imports of the subject
merchandise over a relatively short period.

9 Sections 703(a)(L), 705(b)(L), 733(a)(1), and 735(b)(L) of the Act (19 U.S.C. §8 1671b(a)(L), 1671d(b)(1),
1673b(a)(1), and 1673d(b)(1)).

1V-14



precedes the filing of the petition or the initiation of the investigation. However, if there are imports of
such merchandise from a number of countries subject to investigations initiated on the

same day that individually account for less than 3 percent of the total volume of the subject merchandise,
and if the imports from those countries collectively account for more than 7 percent of the volume of all
such merchandise imported into the United States during the applicable 12-month period, then imports
from such countries are deemed not to be negligible.’ Imports from China accounted for 67.7 percent of
total imports of small diameter seamless SLP pipe by quantity from September 2008 to August 2009;
imports from China accounted for 40.8 percent of total imports of large diameter seamless SLP pipe
byquantity from September 2008 to August 2009; and imports from China accounted for 52.5 percent of
total imports of seamless SLP pipe by quantity from September 2008 to August 2009."*

APPARENT U.S. CONSUMPTION

Data concerning apparent U.S. consumption of total seamless SLP pipe, small diameter seamless
SLP pipe, and large diameter seamless SLP pipe during the period for which data were collected are
shown in tables IV-14, IV-15, and 1V-16, respectively. Apparent U.S. consumption for total seamless
SLP pipe increased from 2007 to 2008 by *** percent, but declined in 2009 by *** percent. Apparent
U.S. consumption dipped again and was lower in the second half of 2009 than in the first half of 2009,
but was higher in the first half of 2010 than in the second half of 2009.'2

Table IV-14
TOTAL seamless SLP pipe: U.S. shipments of domestic product, U.S. imports, and apparent U.S.
consumption, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Table IV-15
SMALL diameter seamless SLP pipe: U.S. shipments of domestic product, U.S. imports, and
apparent U.S. consumption, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Table IV-16
LARGE diameter seamless SLP pipe: U.S. shipments of domestic product, U.S. imports, and
apparent U.S. consumption, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

U.S. MARKET SHARES

U.S. market share data for total seamless SLP pipe, small diameter seamless SLP pipe, and large
diameter seamless SLP pipe are presented in tables IV-17, 1\VV-18, and IV-19, respectively.

10 Section 771(24) of the Act (19 U.S.C. § 1677(24)).
1 Data are modestly overstated because they include ASTM A-335 pipe.
12 During July-December 2009 apparent U.S. consumption was *** short tons by quantity and $*** by value.
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Table IV-17
TOTAL seamless SLP pipe: U.S. consumption and market shares, 2007-09, January-June 2009,
and January-June 2010

Table IV-18
SMALL diameter seamless SLP pipe: U.S. consumption and market shares, 2007-09, January-June
2009, and January-June 2010

* * * * * * *

Table IV-19
LARGE diameter seamless SLP pipe: U.S. consumption and market shares, 2007-09, January-June
2009, and January-June 2010

* * * * * * *

RATIO OF IMPORTS TO U.S. PRODUCTION

Information concerning the ratio of imports to U.S. production of total seamless SLP pipe, small
diameter seamless SLP pipe, and large diameter seamless SLP pipe is presented in tables 1V-20, 1V-21,
and IV-22, respectively.

Table IV-20
TOTAL seamless SLP pipe: U.S. production, U.S. imports, and ratios of imports to U.S.
production, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Table IV-21
SMALL diameter seamless SLP pipe: U.S. production, U.S. imports, and ratios of imports to U.S.
production, 2007-09, January-June 2009, and January-June 2010

* * * * * * *

Table IV-22
LARGE diameter seamless SLP pipe: U.S. production, U.S. imports, and ratios of imports to U.S.
production, 2007-09, January-June 2009, and January-June 2010

* * * * * * *
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PART V: PRICING AND RELATED INFORMATION
FACTORS AFFECTING PRICES
Raw Material Costs

Raw materials account for a large share of the cost of seamless SLP pipe. During 2007-09, these
costs ranged from a low of *** percent of the cost-of-goods sold (COGS) in 2009 to a high of *** percent
in 2008. During January-June 2010, raw material costs accounted for *** percent. Ferrous scrap is a
major input used in the production of seamless SLP pipe. As shown in figure V-1, the price of ferrous
scrap rose irregularly to peak levels during mid-2008 and then declined sharply during the latter portion
of the year. Ferrous scrap prices increased irregularly through 2009 and into 2010, but have fluctuated in

recent months.

Figure V-1
Ferrous scrap: Prices for number 1 heavy melt, Chicago average, monthly, January 2007-

September 2010
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Source: American Metal Market, found at http.//www.amm.com/pricing, retrieved on September 16, 2010.

! For small diameter seamless SLP pipe, these costs ranged from a low of *** percent of the COGS in 2009 to a
high of *** percent in 2008. During January-June 2010, raw material costs accounted for *** percent of the COGS
for such pipe. For large diameter seamless SLP pipe, these costs ranged from a low of *** percent of the COGS in
2009 to a high of *** percent in 2008. During January-June 2010, raw material costs accounted for *** percent of

the COGS for such pipe.
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In addition to ferrous scrap, energy costs are also an important input in the cost of producing
seamless SLP pipe. Table V-1 presents costs of natural gas and electricity to industrial users during
2007-09 and during January-July 2010 for natural gas and January-June for electricity. The data show
that the cost of natural gas increased significantly in 2008 and then fell sharply in 2009 before recovering
moderately in January-July 2010. The cost of electricity also increased significantly in 2008 and
remained at the higher level in 2009 before declining in January-June 2010.

Table V-1
Energy and input prices: U.S. natural gas and electricity, average annual prices, 2007-09 and 2010
ear-to-date

Iltem 2007 2008 2009 2010
(Jan.-Jduly)
U.S. natural gas industrial price’ $7.68 $9.67 $5.28 $5.74
(Jan.-June)
Electricity industrial price? 6.1¢ 6.8¢ 6.8¢ 6.7¢

! Price to industrial users in dollars per thousand cubic feet.
2 Price to industrial users in cents per kilowatt-hour.

Sources: U.S. Energy Information Administration, http://www.eia.doe.gov, official statistics of the U.S. Department
of Energy, http://www.eia.doe.gov/cneaf/electricity/epm/table5 3.html,
http://www.eia.doe.gov/cneaf/electricity/epm/table5 6 b.html,

U.S. Inland Transportation

Inland shipping charges vary as a share of delivered prices for U.S. producers and importers of
seamless SLP pipe. For producers, estimated costs ranged from 3 to 5 percent. Most of the importers
provided cost estimates ranging from 1 percent to 5 percent. Questionnaire responses show that U.S.
producers’ sales typically involve longer distances than importers’. U.S. producers reported that 75 to
100 percent of sales involve distances of 101 miles or more from their storage or production facilities. In
contrast, 14 of 20 responding importers reported that 75 to 100 percent of their sales involved distances of
100 miles or less from their storage facilities.

PRICING PRACTICES

U.S. producers and importers of Chinese-produced and nonsubject products commonly establish
seamless SLP prices through transaction-by-transaction negotiations, although they use other methods as
well. Three of seven responding U.S. producers use transaction-by-transaction negotiations, two rely
completely on price lists, one primarily uses price lists with some transactional negotiations, and one uses
a combination of transaction-by-transaction negotiations and contracts for multiple shipments. Among 30
responding importers, 17 reported that prices are determined solely or principally by transaction-by-
transaction negotiations. Other importers use price lists, markups based upon import costs, and contracts
in determining prices.
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Discount policies on seamless SLP pipe vary. Three of seven responding U.S. producers
(***) reported that they provide or have provided volume discounts.? A fourth producer, ***, reported
that it does not have a discount policy, but it does offer lower prices for larger volume transactions than
for smaller volume transactions. Three producers, ***, generally do not offer discounts.®* Among the 28
responding importers, 23 reported that they do not provide volume discounts or at least do not have a
policy regarding such discounts, while 5 reported that they do regularly use volume discounts, or
negotiate lower prices for larger volume sales. Six U.S. producers reported offering discounts, generally
of 1 to 2 percent, for the early payment of accounts. Among importers, just three of 29 responding firms
reported offering discounts of 1 to 2 percent for early payment.

Questionnaire respondents reported widely varying methods of quoting prices. U.S. producers
commonly quote prices for seamless SLP pipe on an f.0.b. mill, f.0.b warehouse, or delivered basis.
Among importers, methods for price quotes included f.0.b. dock, f.o0.b. warehouse, f.0.b. storage yard,
f.0.b. loaded truck port, delivered, c.i.f. duty paid, and direct discharge at port.

Five of seven responding U.S. producers and 24 of 28 responding importers sell entirely on a spot
rather than contract basis. *** and *** reported using contracts for periods ranging from *** months or
until further notice. For ***, both prices and quantities are fixed during the contract period, while for ***
the price but not the quantity is fixed. Neither company has contracts with meet-or-release provisions.
Among the importers that sell under contract, four reported contract periods ranging from 3 to 18 months,
with most involving periods of 6 months or less. For most of these importers, contracts fix both prices
and quantities for the duration of the contract periods, and do not include meet-or-release provisions.

PRICE DATA

The Commission requested U.S. producers and importers of seamless SLP pipe from China and
nonsubject countries to provide quarterly data for the total quantity and value of two small diameter, and
two large diameter seamless SLP pipe products shipped to distributors (unrelated to the supplying firms)
in the U.S. market during the period January 2007 through June 2010. The products for which pricing
data were requested are as follows:*

Product 1.—-Seamless pipe quad stenciled to meet ASTM A-106 grade B, ASTM A-53 grade
B, API 5L and APL 5L grade X-42 specifications; 2" nominal size (2 3/8 inch OD x 0.154
wall thickness); plain ends.

Product 2.--Seamless pipe quad stenciled to meet ASTM A-106 grade B, ASTM A-53 grade
B, API 5L and APL 5L grade X-42 specifications; 4" nominal size (4 %2 inch OD x 0.237 wall
thickness); plain ends.

Product 3.--Seamless pipe quad stenciled to meet ASTM A-106 grade B, ASTM A-53 grade
B, API 5L and APL 5L grade X-42 specifications; 8" nominal size (8 5/8 inch OD x 0.322
wall thickness); plain ends.

2 kk*x

3 xkk

* These four product descriptions were recommended in the original petition (see petition, volume 1, p. 22). Data
were originally requested for a fifth product, ASTM A-335 P91 pipe. The product was defined as follows: Product
5.--Seamless pipe single stenciled to meet ASTM A-335 grade P91; 12" nominal size (12 3/4 inch OD x 1.00 wall
thickness); square cut plain ends. However, ASTM A-335 pipe is no longer within the scope of the investigations.
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Product 4.--Seamless pipe quad stenciled to meet ASTM A-106 grade B, ASTM A-53 grade
B, API 5L and APL 5L grade X-42 specifications; 12'* nominal size (12 3/4 inch OD x 0.375
wall thickness); plain ends.

Four U.S. producers of seamless SLP pipe and thirteen importers of seamless SLP pipe from
China provided usable pricing data for sales of the requested products, although not all firms reported
pricing for all products or for all quarters. Pricing data reported by these firms accounted for 13.6 percent
of U.S. producers’ shipments of seamless SLP pipe and 27.5 percent of U.S. shipments of subject imports
from China during 2007 through January-June 2010.°

Price Trends

Tables V-2 through V-5 present quarterly weighted-average prices for products 1-4 for the United
States and China for the period January-March 2007 through April-June 2010.° " The data show that
prices of all four U.S.-produced products increased overall during the period for which data were
collected. U.S. prices for all four products increased sharply during 2008, with small diameter seamless
SLP pipe prices peaking in the fourth quarter of 2008, and large diameter seamless SLP pipe prices
peaking in the first quarter of 2009. U.S. prices of all four products declined from their peak levels, and
then recovered to some extent in late 2009 (product 1) and the first half of 2010 (products 2, 3, 4). Prices
of imports from China generally increased in 2008, and often moved in the same general direction as U.S.
prices during the 14 quarter period. A summary of price ranges and percentage changes in prices is
presented in table V-6.

Shipment quantities for all four U.S.- produced products and imports from China fluctuated
widely during the 14 quarters for which data were collected. U.S. producers’ shipment quantities for
these quad-stencilled products fell markedly in 2009, while Chinese volumes also fell, but not to the same
extent. In 2010, however, U.S. importers’ sales volumes continued to decline most notably for large
diameter seamless SLP pipe.

% For small diameter pipe, price data accounted for *** percent of U.S. producers’ shipments of seamless SLP
pipe and 31.3 percent of U.S. shipments of subject imports from China during 2007 through January-June 2010. For
large diameter pipe, price data accounted for *** percent of U.S. producers’ shipments of seamless SLP pipe and
23.9 percent of U.S. shipments of subject imports from China during 2007 through January-June 2010.

® Price data for U.S.-produced seamless SLP pipe and imports from both China and nonsubject sources are
presented in Appendix E. Nonsubject country pricing data were reported for Argentina, Brazil, Croatia, Czech
Republic, France, Italy, India, Poland, and Russia.

" Just one U.S. producer, Wyman-Gordon, reported prices for product 5. Wyman-Gordon sold *** short tons in
the third quarter of 2009 at an average price of $*** per short ton, *** short tons in the fourth quarter of 2009 at an
average price of $*** per short ton, and *** short tons in the second quarter of 2010 at an average price of $*** per
short ton. There were no reported sales of this product from China.
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Table V-2
Seamless SLP pipe: Weighted-average f.0.b. prices and quantities of domestic and imported
product 1and margins of underselling/(overselling), by quarters, January 2007-June 2010

* * * * * * *

Table V-3
Seamless SLP pipe: Weighted-average f.0.b. prices and quantities of domestic and imported
product 2and margins of underselling/(overselling), by quarters, January 2007-June 2010

* * * * * * *

Table V-4
Seamless SLP pipe: Weighted-average f.0.b. prices and quantities of domestic and imported
product 3and margins of underselling/(overselling), by quarters, January 2007-June 2010

* * * * * * *

Table V-5
Seamless SLP pipe: Weighted-average f.0.b. prices and quantities of domestic and imported
product 4and margins of underselling/(overselling), by quarters, January 2007-June 2010

* * * * * * *

Figure V-2
Seamless SLP pipe: Weighted-average prices and quantities of domestic and imported product,
by quarters, January 2007-June 2010

* * * * * * *

Table V-6
Seamless SLP pipe: Summary of weighted-average f.o0.b. prices for products 1-4 from the United
States and China, January 2007-June 2010

* * * * * * *

Price Comparisons

Table V-7 presents margins of underselling and overselling for the period. As shown in the table,
prices for seamless SLP pipe imported from China were below those for U.S.-produced seamless SLP
pipe in 55 of 56 comparisons; margins of underselling ranged from 5.2 to 65.4 percent. Detailed
breakouts of margin data between small and large diameter seamless pipe are presented in the table. For
the specified price items, U.S. imports of Chinese small diameter seamless SLP pipe undersold
comparable U.S.-produced pipe in 27 of 28 comparisons, with margins of underselling in excess of 33
percent in 15 comparisons. For the specified price items, U.S. imports of Chinese large diameter
seamless SLP pipe undersold comparable U.S.-produced pipe in all 28 comparisons, with margins of
underselling in excess of 33 percent in 22 comparisons.
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Table V-7

Seamless SLP pipe: Instances of underselling/overselling in price comparisons between products
produced in the United States and China and ranges and averages of margins, January 2007-June

2010
Underselling Overselling
Average Average
Number of Range margin Number of Range margin
Item instances (percent) (percent) instances (percent) (percent)
All seamless
SLP pipe 55 5.2-65.4 37.7 1 4.3 4.3
Small
diameter
(products 1
and 2) 27 5.2-63.2 34.0 1 4.3 4.3
Large
diameter
(products 3
and 4) 28 8.3-65.4 41.5 0 - -
Source: Compiled from data submitted in response to Commission questionnaires.

LOST SALES AND LOST REVENUES

Neither the petitioners nor the non-petitioning firms provided the detailed information and
purchaser contacts needed to investigate lost sales or lost revenue allegations directly. The petitioners
have argued that since most producer sales are made to distributors, the companies are not well positioned
to trace a specific lost sale to a specific import. Nonetheless, petitioners attribute declining market shares,
declining revenues due to falling prices, and the inability to make further sales to the presence of U.S.

imports of seamless SLP pipe from China.? The respondents disagree with these allegations.®

8 Conference transcript, p. 80 (Schagrin) and Postconference Brief of V&M Star, TMK IPSO and the USW,

p. 16.

° See respondents’ prehearing brief, pp. 13-14.
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PART VI: FINANCIAL EXPERIENCE OF U.S. PRODUCERS

BACKGROUND

Eight U.S. firms produce and sell seamless SLP pipe; *** provided usable financial data on their
operations producing seamless SLP pipe.! These reported data are believed to represent the large
majority of U.S. seamless SLP pipe production during the period for which data were collected.?

OPERATIONS ON SEAMLESS SLP PIPE

Income-and-loss data for the reporting U.S. producers of seamless SLP pipe combined for small
and large diameter are presented in table VI-1; income-and-loss data for U.S. producers of small diameter
seamless SLP pipe and large diameter seamless SLP pipe are presented in tables VI-2 and VI-3,
respectively. Table VI-1 data are briefly summarized as follows:

. Total industry net sales rose substantially from 2007 to 2008 and fell sharply in 2009. The
average unit value (“AUV™) of sales increased during the full year periods (the greatest amount of
the increase occurred in 2008), which contributed to the initial increase in sales value. That
increase in sales in 2008 from 2007 was ascribed to high energy prices for oil and gas, high scrap
prices, and the “hot market™ during the latter half of that year. Sales were much higher on a
quantity and value basis in interim 2010 compared with interim 2009 although sales AUV was
much lower.

. Cost of goods sold (“COGS”) tended to follow sales volume: From 2007 to 2008, the dollar
values of sales and COGS both increased sharply with the increase in sales ($***) being much
greater than that of COGS ($***). From 2008 to 2009, the dollar values of sales and COGS both
fell sharply with the fall in sales being much greater than that of COGS ($*** versus $***).
Total COGS was greater in January-June 2010 compared to January-June 2009 but the dollar
value difference in COGS between the two periods was less than the dollar value difference in
total sales. Changes in the dollar value of raw material costs accounted for most of the change in
dollar value of COGS. The unit value of raw material costs increased sharply from 2007 to 2008;
although the AUV of raw material costs were slightly lower in 2009 compared to 2008, the fixed
cost components of direct labor and other factory costs led those two cost categories to much
higher levels, particularly when sales volume fell sharply.

. Selling, general and administrative (“SG&A”) expenses increased from 2007 to 2008 in dollar
terms but were lower when expressed as a ratio to sales or as an AUV. Because SG&A expenses
tend to have a higher proportion of fixed costs, these expenses were higher as a ratio to sales and
as an AUV when sales volume fell in 2009. SG&A expenses were much higher in January-June
2010 than in January-June 2009 but the dollar difference was not as much as that of sales on a
percentage basis; hence, the ratio of these costs to sales was lower as was the unit cost.

1** provided complete data on a calendar-year basis. ***,

2 Data differences between the preliminary phase and final phase are due to: (1) ***; and (2) two firms (***) that
changed data for 2007 and 2008. Data differences between the prehearing and posthearing staff reports are due to:
(1) corrections to ***, and (2) the exclusion of data on ASTM A-335. *** reported on their seamless SLP pipe
operations, including their operations on ASTM A-335, and were included in the prehearing staff report. Following
the change in the scope by Commerce, the staff report has been amended to exclude the data on ASTM A-335 only.
This affects the total reported for small diameter and large diameter seamless SLP pipe together and the reported
data for small diameter (by ***) and large diameter (by ***) separately.

% Conference transcript, p. 94 (Schagrin).
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. Operating income increased by more than *** percent from 2007 to 2008 but fell sharply in 2009
although it remained positive. Operating margins for the industry as a whole ranged from ***
percent to *** percent during 2007-08 but were much lower at about *** percent in 2009. Most
of the operating income in 2009 occurred during the first half of the year (discussed later).
Operating income was higher in dollar terms in interim 2010 compared to interim 2009 (up by
*** percent) and as a ratio to sales (up *** percentage points) while it was lower on a per-unit
basis.

. Net income before taxes following adjustments for interest and other expenses and other income
items and cash flows followed operating income. Both were positive in each of the periods for
which data were collected.

Table VI-1
Combined small and large diameter seamless SLP pipe: Results of operations of U.S. producers,
2007-09, January-June 2009, and January-June 2010

* * * * * * *

The fall in sales from 2008 to 2009 was ascribed to a combination of the economic crisis that
began in late 2008 and high levels of imports and inventories of imported subject product.* Petitioners
attributed the industry’s 2009 profitability to sales made early in 2009 at prices reflecting 2008 values.’
U.S. producers’ reported total data reflect relatively higher profitability during the January-June 2009
period compared to the July-December 2009 period (half-year profitability for small and large diameter
seamless SLP pipe is described later).®

Tables VI-2 and VI-3 present financial data for the firms producing small and large diameter
seamless SLP pipe (a detailed presentation of U.S. producers’ prices and sales volumes for representative
small and large diameter seamless SLP pipe products may be found in tables V-1 through V-4).

* The sharp decline in net sales was characterized as a “collapse” in the preliminary phase of the investigations.
Conference transcript, p. 17 (Vaughn). An industry witness stated that “in May of 2009, virtually the entire
domestic industry was shut down.” Hearing transcript, p. 50 (Matthews). See also hearing transcript, pp. 54-55
(Matthews). A witness from V&M Star described the effect on volume by saying that the import surge destroyed the
firm’s order book, and that the inventory overhang combined with weak demand prevented the firm’s order book
from returning to normal levels. These factors affected production, employment, pricing, and profitability as well.
Hearing transcript, pp. 59-60 (Herald). Witnesses stated that prices, a lagging indicator, did not immediately
collapse but drifted down for about a year starting in September 2008. Hearing transcript, pp. 155 (Vaughn), 156
(Thompson), and 157 (Pognonec—prices fell only when the firm resumed selling after almost a year of shutdown).

® Hearing transcript, pp. 156-157 (Thompson) and U.S. Steel’s posthearing brief, exh. 1, p. 36.

® Subtracting the reported data for January-June 2009 from full year 2009 (table V1-1) provides the following for
July-December 2009: Sales quantity was greater at *** short tons but the unit value was lower at $*** per short ton
and total sales value was nearly the same at $***. Due to the greater sales volume, COGS was higher at $***,
representing *** percent of sales and a unit cost of $*** per short ton). Within COGS, the dollar value, ratio to
sales, and unit cost of raw materials were greater ($***; *** percent; and $*** per short ton, respectively), while the
dollar value, ratio to sales, and unit cost of other factory costs were lower ($***; *** percent; and $*** per short
ton, respectively). The dollar value, ratio-to-sales and unit cost of SG&A expenses were higher ($***, *** percent,
and $*** per short ton). Operating income was $***, equivalent to *** percent of sales or $*** per short ton.
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Table VI-2
Small diameter seamless SLP pipe: Results of operations of U.S. producers, 2007-09, January-
June 2009, and January-June 2010

* * * * * * *
Table VI-3

Large diameter seamless SLP pipe: Results of operations of U.S. producers, 2007-09, January-
June 2009, and January-June 2010

* * * * * * *

Continuously cast rounds, a semifinished intermediate product, may be produced by either scrap-
based or integrated steelmaking process’ and transferred from the steelmaking unit to the pipe-making
unit or purchased from an unrelated party. COGS were mostly affected by changes in raw material costs
from 2007 to 2008, which increased as a share of total COGS, from *** percent to ***, but fell to ***
percent in 2009. Raw material costs were *** percent of COGS in January-June 2010 compared with ***
percent in the same period one year earlier. Raw material costs rose in absolute value, as a percentage of
net sales, and on a per-unit basis from 2007 to 2008. This was ascribed to high natural gas costs, scrap,
and other input costs in 2008, which was described as a “hot market.”® For example, raw material costs
averaged $*** per short ton of sales in 2008 for the reporting U.S. producers (up substantially from $***
per short ton in 2007. Raw material costs were lower in 2009 compared to 2008 as the market declined
and demand for inputs fell; the ratio of such costs to sales and the unit value of raw material costs were
lower as well, but to a lesser degree. Overall, the dollar value, ratio to sales, and unit value of raw
material costs were greater in interim 2010 than in interim 2009. The unit value of raw material costs was
somewhat lower for small diameter seamless SLP pipe in interim 2010 than in interim 2009.

Table VI-4 depicts operating data on a firm-by-firm basis for small diameter SLP pipe while table
VI-5 provides that data for large diameter SLP pipe.®

Table VI-4
Small diameter seamless SLP pipe: Selected results of operations of U.S. producers, by firm,
2007-09, January-June 2009, and January-June 2010

* * * * * * *

7 Continuously cast rounds are the direct raw materials used in making seamless SLP pipe and may be produced
o