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UNITED STATES INTERNATIONAL TRADE COMMISSION
Investigation Nos. 731-TA-1071-1072 (Review)

MAGNESIUM FROM CHINA AND RUSSIA

DETERMINATIONS

On the basis of the record* developed in the subject five-year reviews, the United States
International Trade Commission (Commission) determines, pursuant to section 751(c) of the Tariff Act of
1930 (19 U.S.C. § 1675(c)), that revocation of the antidumping duty order on magnesium from China
would be likely to lead to continuation or recurrence of material injury to an industry in the United States
within a reasonably foreseeable time. The Commission also determines,? pursuant to section 751(c) of the
Tariff Act of 1930 (19 U.S.C. § 1675(c)), that revocation of the antidumping duty order on magnesium
from Russia would not be likely to lead to continuation or recurrence of material injury to an industry in
the United States within a reasonably foreseeable time.?

BACKGROUND

The Commission instituted these reviews on March 1, 2010 (75 FR 9252) and determined on
June 4, 2010 that it would conduct full reviews (75 FR 35086, June 21, 2010). Notice of the scheduling
of the Commission’s reviews 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 August 10, 2010 (75 FR
48360). The hearing was held in Washington, DC, on December 7, 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 dissenting.
® Commissioner Dean A. Pinkert did not participate in these reviews.






VIEWS OF THE COMMISSION

Based on the record in these five-year reviews, we determine under section 751(c) of the Tariff
Act of 1930, as amended (“the Act”), that revocation of the antidumping duty order covering alloy
magnesium from China would be likely to lead to continuation or recurrence of material injury to an
industry in the United States within a reasonably foreseeable time. We also determine that revocation of
the antidumping duty order covering pure and alloy magnesium from Russia would not be likely to lead
to continuation or recurrence of material injury to an industry in the United States within a reasonably
foreseeable time."

l. BACKGROUND

The original investigations underlying these reviews were instituted in response to a petition filed
on February 27, 2004, by US Magnesium Corp.,’ Salt Lake City, UT (“US Magnesium”); the United
Steelworkers of America, Local 8319, Salt Lake City, UT; and the Glass, Molders, Pottery, Plastics &
Allied Workers International, Local 374, Long Beach, CA, alleging that an industry in the United States
was materially injured and threatened with material injury by reason of imports of alloy magnesium from
China and pure and alloy magnesium from Russia, that were alleged to be sold in the United States at less
than fair value.*

The Commission determined that an industry in the United States was materially injured by
reason of imports of alloy magnesium from China and pure and alloy magnesium from Russia that
Commerce found had been sold in the United States at less than fair value.” On April 15, 2005,
Commerce issued antidumping duty orders.

On March 1, 2010, the Commission gave notice of its institution of these reviews.” The
Commission received one joint response from US Magnesium and The United Steel, Paper and Forestry,
Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International Union, Local 8319
(“Local 8319”), a labor union representing workers at US Magnesium’s plant in Rowley, Utah. The
Commission determined that the individual response of US Magnesium/Local 8319 was adequate. The
Commission also determined that the domestic interested party group response was adequate. The
Commission received responses to the notice of institution from the following respondent interested
parties: (i) PSC VSMPO-AVISMA Corp. (“AVISMA?”), a producer and exporter in Russia of the subject
merchandise; (ii) Solikamsk Magnesium Works OAO (“SMW?”) and Solikamsk Desulphurizer Works
Ltd. (“SZD”), producers in Russia of the subject merchandise; (iii) Alcoa, Inc., an importer of the subject
merchandise from Russia; and (iv) Nanjin Yunhai Magnesium Co., Ltd., Taiyuan Tongxiang Magnesium
Co., Ltd., Wenxi Regal Magnesium Industry Co. Ltd., and Winca (Hebi) Magnesium Co., Ltd., producers

' Commissioner Lane dissenting with regard to Russia.

2 Commissioner Dean R. Pinkert did not participate in these reviews. Memorandum CO82-HH-021, April 6,
2010.

3 US Magnesium is the successor company to Magnesium Corporation of America (“Magcorp”).
* Confidential Staff Report (“CR”) at I-2, Public Staff Report (“PR”) at I-2.

> See Magnesium From China and Russia, Inv. Nos. 731-TA-1071 and 1072 (Final), USITC Pub. 3763 (April
2005) (“Original Injury Determinations”).

670 Fed. Reg. 19928 and 19930 (April 15, 2005).
775 Fed. Reg. 9252 (March 1, 2010).




in China of the subject merchandise.® The Commission determined that the individual responses of the
respondent interested parties named above were adequate. The Commission also determined that the
respondent interested party group responses were adequate. Accordingly, the Commission determined to
proceed to full reviews.

The Commission received briefs from US Magnesium, AVISMA, and Spartan Light Metal
Products (“Spartan”) and the North American Die Casting Association (“NADCA”). These parties
appeared at the hearing, as did representatives of the United Steelworkers, Local 8319 and Allegheny
Technologies Inc., and two members of Congress and one Illinois state representative. In addition, the
Ministry of Economic Development of the Russian Federation (“Russian Government”), SMW, and the
Consuming Industries Trade Action Coalition (“CITAC”) made posthearing submissions.

1. DOMESTIC LIKE PRODUCT
A. Legal Standard

In making its determination under section 751(c) of the Act, the Commission defines “the
domestic like product” and the “industry.” The 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 under this subtitle.”' The Commission’s practice in five-year reviews is to look to the like
product definition from the original determination and any completed reviews and consider whether the
record indicates any reason to revisit the prior findings."

B. Product Description

In its final expedited sunset reviews Commerce defined the subject merchandise as follows:
China:

The merchandise covered by the order is magnesium metal, which includes primary and
secondary alloy magnesium metal, regardless of chemistry, raw material source, form,
shape, or size. Magnesium is a metal or alloy containing by weight primarily the element
magnesium. Primary magnesium is produced by decomposing raw materials into
magnesium metal. Secondary magnesium is produced by recycling magnesium-based
scrap into magnesium metal. The magnesium covered by the order includes blends of
primary and secondary magnesium.

¥ The Commission also received a response to its notice of institution from the Magnesium Group of the North
American Die Casting Association (“NADCA”), whose members are purchasers and consumers of magnesium. As
such, they are not “interested parties.” See 19 U.S.C. § 1677(9).

919 U.S.C. § 1677(4)(A).

919 U.S.C. § 1677(10); see, e.g., 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); Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996); Torrington Co. v.
United States, 747 F. Supp. 744, 748-49 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991); see also S.
Rep. No. 249, 96™ Cong., 1% Sess. 90-91 (1979).

' See, e.g., Internal Combustion Industrial Forklift Trucks From Japan, Inv. No. 731-TA-377 (Second Review),
USITC Pub. 3831 at 8-9 (Dec. 2005); Crawfish Tail Meat From China, Inv. No. 731-TA-752 (Review), USITC Pub.
3614 at 4 (July 2003); Steel Concrete Reinforcing Bar From Turkey, Inv. No. 731-TA-745 (Review), USITC Pub.
3577 at 4 (Feb. 2003).




The subject merchandise includes the following alloy magnesium metal products made
from primary and/or secondary magnesium including, without limitation, magnesium cast
into ingots, slabs, rounds, billets, and other shapes, magnesium ground, chipped, crushed,
or machined into raspings, granules, turnings, chips, powder, briquettes, and other
shapes: Products that contain 50 percent or greater, but less than 99.8 percent,
magnesium, by weight, and that have been entered into the United States as conforming
to an “ASTM Specification for Magnesium Alloy”'? and thus are outside the scope of the
existing antidumping orders on magnesium from the PRC (generally referred to as
“alloy” magnesium).

The scope of the order excludes the following merchandise: (1) All forms of pure
magnesium, including chemical combinations of magnesium and other material(s) in
which the pure magnesium content is 50 percent or greater, but less than 99.8 percent, by
weight, that do not conform to an “ASTM Specification for Magnesium Alloy;”" (2)
magnesium that is in liquid or molten form; and (3) mixtures containing 90 percent or
less magnesium in granular or powder form, by weight, and one or more of certain
non-magnesium granular materials to make magnesium-based reagent mixtures,
including lime, calcium metal, calcium silicon, calcium carbide, calcium carbonate,
carbon, slag coagulants, fluorspar, nephaline syenite, feldspar, alumina (Al,O,), calcium
aluminate, soda ash, hydrocarbons, graphite, coke, silicon, rare earth metals/mischmetal,
cryolite, silica/fly ash, magnesium oxide, periclase, ferroalloys, dolomite lime, and
colemanite.'*

The merchandise subject to the order is currently classifiable under items 8104.19.00 and
8104.30.00 of the Harmonized Tariff Schedule of the United States (“HTSUS”).
Although the HTSUS items are provided for convenience and customs purposes, the
written description of the subject merchandise is dispositive."

Russia:
The merchandise covered by the order are primary and secondary pure and alloy

magnesium metal, regardless of chemistry, raw material source, form, shape, or size.
Magnesium is a metal or alloy containing by weight primarily the element magnesium.

12 The meaning of this term is the same as that used by the American Society for Testing and Materials in its
Annual Book of ASTM Standards: Volume 01.02 Aluminum and Magnesium Alloys.

'3 This material is already covered by existing antidumping orders. See Notice of Antidumping Duty Orders:
Pure Magnesium From the People’s Republic of China, the Russian Federation and Ukraine; Notice of Amended
Final Determination of Sales at Less Than Fair Value: Antidumping Duty Investigation of Pure Magnesium From
the Russian Federation, 60 FR 25691, May 12, 1995; and Antidumping Duty Order: Pure Magnesium in Granular
Form From the People’s Republic of China, 66 FR 57936, November 19, 2001.

' This exclusion for magnesium-based reagent mixtures is based on the exclusion for reagent mixtures in the
2000-01 investigations of magnesium from China, Israel, and Russia. See Notice of Final Determination of Sales at
Less Than Fair Value: Pure Magnesium in Granular Form From the People’s Republic of China, 66 FR 49345,
September 27, 2001; Notice of Final Determination of Sales at [.ess Than Fair Value: Pure Magnesium From Israel,
66 FR 49349, September 27, 2001; Notice of Final Determination of Sales at Not L.ess Than Fair Value: Pure
Magnesium From the Russian Federation, 66 FR 49347, September 27, 2001. These mixtures are not magnesium
alloys because they are not chemically combined in liquid form and cast into the same ingot.

15 Magnesium Metal From the People’s Republic of China and the Russian Federation: Final Results of the
Expedited Sunset Reviews of the Antidumping Duty Orders, 75 FR 38983, July 7, 2010.
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Primary magnesium is produced by decomposing raw materials into magnesium metal.
Secondary magnesium is produced by recycling magnesium-based scrap into magnesium
metal. The magnesium covered by the order includes blends of primary and secondary
magnesium.

The subject merchandise includes the following pure and alloy magnesium metal
products made from primary and/or secondary magnesium, including, without limitation,
magnesium cast into ingots, slabs, rounds, billets, and other shapes, and magnesium
ground, chipped, crushed, or machined into raspings, granules, turnings, chips, powder,
briquettes, and other shapes: (1) Products that contain at least 99.95 percent magnesium,
by weight (generally referred to as “ultra-pure” magnesium); (2) products that contain
less than 99.95 percent but not less than 99.8 percent magnesium, by weight (generally
referred to as “pure” magnesium); and (3) chemical combinations of magnesium and
other material(s) in which the magnesium content is 50 percent or greater, but less than
99.8 percent, by weight, whether or not conforming to an “ASTM Specification for
Magnesium Alloy.”'

The scope of the order excludes: (1) magnesium that is in liquid or molten form; and (2)
mixtures containing 90 percent or less magnesium in granular or powder form by weight
and one or more of certain non-magnesium granular materials to make magnesium-based
reagent mixtures, including lime, calcium metal, calcium silicon, calcium carbide,
calcium carbonate, carbon, slag coagulants, fluorspar, nephaline syenite, feldspar,
alumina (Al,0,), calcium aluminate, soda ash, hydrocarbons, graphite, coke, silicon, rare
earth metals/mischmetal, cryolite, silica/fly ash, magnesium oxide, periclase, ferroalloys,
dolomite lime, and colemanite."”

The merchandise subject to this investigation is classifiable under items 8104.11.00,
8104.19.00, and 8104.30.00 of the Harmonized Tariff Schedule of the United States
(“HTSUS”). Although the HTSUS items are provided for convenience and customs
purposes, the written description of the merchandise under investigation is dispositive.'®

' The meaning of this term is the same as that used by the American Society for Testing and Materials in its
Annual Book of ASTM Standards: Volume 01.02 Aluminum and Magnesium Alloys.

'7 This exclusion for magnesium-based reagent mixtures is based on the exclusion for reagent mixtures in the
2000-01 investigations of magnesium from China, Israel, and Russia. See Notice of Final Determination of Sales at
Less Than Fair Value: Pure Magnesium in Granular Form From the People’s Republic of China, 66 FR 49345,
September 27, 2001; Notice of Final Determination of Sales at [.ess Than Fair Value: Pure Magnesium From Israel,
66 FR 49349, September 27, 2001; Notice of Final Determination of Sales at Not L.ess Than Fair Value: Pure

Magnesium From the Russian Federation, 66 FR 49347, September 27, 2001. These mixtures are not magnesium
alloy because they are not chemically combined in liquid form and cast into the same ingot.

¥ Magnesium Metal From the People’s Republic of China and the Russian Federation: Final Results of the

Expedited Sunset Reviews of the Antidumping Duty Orders, 75 FR 38983, July 7, 2010.
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C. The Original Determinations

The definition of the domestic like product in magnesium investigations has a long history.” In
the original injury determinations underlying these reviews the Commission found pure and alloy
magnesium to constitute a single domestic like product.®® It found that the evidence in these magnesium
investigations showed that circumstances had changed sufficiently from other investigations involving
magnesium products so as to blur the dividing line between pure and alloy magnesium. It based this
decision on the shared essential physical characteristics of pure and alloy magnesium; the overlap in the
uses of pure and alloy magnesium, especially in aluminum production; the recognition by many industry
participants of increased competition between pure and alloy magnesium; the same general channels of
distribution for pure and alloy magnesium; and the convergence in prices for the two types of
magnesium.”’ The Commission also found that cast and granular magnesium, and primary and secondary
magnesium, were part of the same like product.”

D. The Current Reviews

The Commission generally considers a number of factors in its domestic like product analysis,
including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4)
customer and producer perceptions of the products; (5) common manufacturing facilities, production
processes and production employees; and, where appropriate, (6) price.

The only domestic like product question in these reviews is whether to continue to treat pure and
alloy magnesium as a single like product, as we did in the original injury determinations.”

Physical Characteristics and Uses. No information has been developed in these reviews that
suggests that the physical characteristics of pure and alloy magnesium have changed since the original
investigations. Pure and alloy magnesium share the basic physical characteristics of being lightweight
and strong and having low density. Pure magnesium contains at least 99.8 magnesium by weight. Alloy

' In its first investigations involving imported pure and alloy magnesium the Commission found pure and alloy
magnesium to constitute a single like product. Magnesium from Canada, Inv. Nos. 701-TA-309 and 731-TA-528
(Final), USITC Pub. 1992 (the “1992 Investigations”)(Aug. 1992) at 8-11. The Commission was reversed on this
point by a U.S.-Canada binational panel, which found that pure and alloy magnesium were separate like products. In
subsequent investigations and a sunset review involving magnesium of both types the Commission found pure and
alloy magnesium to be separate domestic like products. Magnesium from China, Russia, and Ukraine, Inv. Nos.
731-TA-696-698 (Final), USITC Pub. 2885 (May 1995) at 7-9; Magnesium from Canada, Inv. Nos. 701-TA-309-A-
B- and 731-TA-528 (Review), USITC Pub. 3324 (July 2000) at 5-6. In investigations involving pure magnesium
only, the Commission declined to expand the like product to encompass alloy magnesium. Pure Magnesium from
China, Israel and Russia, Inv. Nos. 701-TA-403 (Preliminary) and 731-TA-895-897 (Preliminary), USITC Pub. 3376
(Dec. 2000) at 7.

? The investigations underlying these reviews were the first in which the Commerce Department defined the two
products as a single class or kind or merchandise. We note that the Commission is not required to conform its
domestic like product definition to the scope of the investigation (i.e., to Commerce’s class or kind definition). The
Commission may, where appropriate, include domestic articles in the domestic like product that are in addition to
those described in the scope, or may find two or more domestic like products in a given investigation. See, e.g,
Hosiden Corp. v. Advanced Display Mfts., 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).

2! Original Injury Determinations at 6-11.
22 Original Injury Determinations at 6.

» No information has arisen in these reviews to suggest that we should reexamine our decision in the original
injury determinations that primary and secondary magnesium, and cast and granular magnesium, are part of the same
domestic like product, and no party has argued that we should do so.

7



magnesium consists of magnesium and other metals, typically aluminum and zinc, with magnesium as the
largest metallic element in the alloy by weight. Alloy magnesium contains less than 99.8 percent, but
more than 50 percent, magnesium by weight. The two products differ from each other in that alloy
magnesium has certain properties that improve its strength, ductility, workability, corrosion resistance,
density, and castability, as compared with pure magnesium.*

There are four main applications for magnesium in the U.S. market: aluminum alloying,
structural uses, iron and steel desulfurization, and other uses (including titanium sponge production).*
Pure magnesium is used principally in the production of aluminum alloys, in iron and steel
desulfurization, and in titanium sponge production. Alloy magnesium is used principally in structural
applications, mostly in castings and extrusions for the automotive industry.*® Respondents argue that
titanium sponge production became a major use for pure magnesium during the period of review.”’
However, it is unclear exactly how much magnesium is currently being used in titanium sponge
production.”®

The evidence of common uses for pure and alloy magnesium is less clear in these reviews than it
was in the original injury investigations (in which the Commission found a single like product). In the
original injury determinations the increasing use of alloy magnesium in the same principal applications as
pure magnesium (mainly aluminum production but also iron and steel desulfurization) was a significant
factor in the Commission’s decision to find that pure and alloy magnesium constituted a single like
product. The Commission recognized that aluminum producers might have a preference for using pure
magnesium, but it noted that they were using significant quantities of alloy magnesium. It noted that ***
percent of domestic magnesium producers’ reported total commercial shipments to the aluminum industry
in 2003 were alloy magnesium, and that significant amounts of the subject imports of alloy magnesium
also were used in aluminum production.” The Commission also explained that a representative from
Alcan predicted that, because of new technology that permitted the domestic production of high-quality
magnesium from scrap material, the proportion of his firm’s magnesium needs that would be met by

2 CR at I-29-30, PR at 1-21-22.

» Based on a U.S. Geological Survey publication, the percentages of U.S. apparent consumption of magnesium
accounted for by these uses in 2009 were: aluminum alloying — 41 percent (down from 43 percent in 2004),
structural uses — 32 percent (down from 38 percent in 2004), iron and steel desulfurization — 13 percent (down from
16 percent in 2004), and other uses (including titanium sponge production) — 14 percent (up from 3 percent in 2004).
CR/PR at II-1. Data from purchaser questionnaire responses in these reviews (which present an incomplete picture
in that not all magnesium purchasers responded to the Commission’s questionnaire) show a somewhat different
picture, with less magnesium being consumed by die casters and iron/steel desulfurizers, and more being consumed
in titanium sponge production. See CR/PR at Table II-2. The questionnaire responses showed the following for
U.S. producers’ total commercial shipments in 2009: (i) aluminum manufacturing — *** percent; (ii); diecasting —
*#* percent; (iil) granule/reagent production — *** percent; and (iv) other uses (including titanium sponge
production) — *** percent. CR at I1I-30, PR at III-9.

2 See CR/PR at Table I1-2.
" E.g., AVISMA Posthearing Brief at 4.

2 US Magnesium estimated that titanium sponge production accounted for *** percent of apparent U.S.
consumption in 2009. US Magnesium Posthearing Brief, Responses to Questions at 7. However, titanium sponge
production accounted for *** percent of total purchases in 2009 by those purchasers responding to the Commission’s
questionnaire. CR/PR at Table II-2. It seems likely that the amount of domestically-produced magnesium devoted
to titanium sponge production will grow somewhat as Allegheny Technologies Inc.’s (“ATI”’) Rowley, Utah plant
becomes fully operational. ***, US Magnesium Posthearing Brief, Exhibit 6. Once ***. US Magnesium
Posthearing Brief, Responses to Questions at 7-8.

» Confidential Views in Original Injury Determinations at 12.
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recycled alloy magnesium would continue to grow dramatically over the next few years and would
surpass the quantity of magnesium obtained from other sources.*

In these reviews, *** percent of domestic magnesium producers’ reported total U.S. commercial
shipments to the aluminum industry in 2009 were alloy magnesium,’' and *** subject imports of alloy
magnesium were used in aluminum production in that year.** Purchases of alloy magnesium by the
aluminum producers that responded to the Commission’s purchaser questionnaire amounted to ***
percent of total reported magnesium purchases (by all types of purchasers) in 2009, whereas their
purchases of pure magnesium amounted to *** percent of total reported magnesium purchases.”” These
levels of reported alloy and pure magnesium purchases were fairly constant over the period of review,
except for a small uptick in alloy magnesium purchases in 2007 and 2008.** The evidence in the record of
these reviews generally supports the notion that while aluminum producers may prefer to use pure
magnesium, some producers will use certain kinds of alloy magnesium when it is advantageous to do so.*

Manufacturing Facilities and Employees. No information has been developed in these reviews
that suggests that the nature of the manufacturing facilities and employees used to make pure and alloy
magnesium have changed since the original investigations. Primary production of pure and alloy
magnesium generally occurs in the same facilities and by the same employees, except that additional
equipment and labor are involved for the additional step of adding alloying elements.*® Primary
magnesium production accounts for most of the magnesium produced in the United States.”” Where alloy
magnesium is made in secondary production (i.e., by recyclers), the manufacturing facilities and
employees involved are different from those involved in the production of pure magnesium (which is
made only in primary production).’®

Interchangeability and Customer and Producer Perceptions. Aluminum producers had mixed
responses when asked how difficult it would be to use pure and alloy magnesium interchangeably; five of
nine responding producers reported that pure and alloy magnesium are interchangeable, and four reported
that they are not.”” The one desulfurizer addressing this issue reported that it would not be difficult to
interchange pure and alloy, except in specialty products.*” On the other hand, die casters were unanimous
in reporting that the use of pure magnesium would be extremely difficult and most likely impossible in
their business.* Among 12 other end users, only one reported using both pure and alloy magnesium.*
Thus, the record generally supports a finding of limited one-way substitutability of alloy magnesium for

0 1d.
' CR/PR at Table III-6.

32 CR/PR at Table IV-4. We note that subject imports of alloy magnesium in 2009 were minimal, only 142 tons.
CR/PR at Table C-1.

33 CR/PR at Table I1-2.

** See CR/PR at Table I1-2. The responding iron/steel desulfurizers reported *** purchases of alloy magnesium
during the period of review.

35 An example of this can be seen in ***,
36 CR at I-42, PR at 1-28-29.

*7In 2009, US Magnesium’s production of pure and alloy magnesium accounted for *** percent of total
magnesium production in the United States. CR/PR at Table I-7.

3% CR at I-48, PR at I-32.
% CR at I1-7-8, PR at II-4.
“ CR at II-8, PR at I1-4.
‘' CR at II-8, PR at 11-4.
# CR at II-8, PR at I-4.



pure magnesium in aluminum production (the market segment that accounts for the largest share of U.S.
magnesium producers’ commercial shipments) and iron and steel desulfurization.

While the increase in the use of alloy magnesium by aluminum manufacturers seen in the original
investigations may have been at least in part fueled by the availability of lower priced imported alloy
magnesium, the presence or absence of low-priced imports does not detract from the fact that the two
types of magnesium are indeed somewhat interchangeable for those users. Although the current record
does not show a similar degree of actual usage by aluminum manufacturers as in the original
investigations (which may be due in part to the exit of low-priced Chinese alloy magnesium from the
domestic market and the closure of several domestic secondary alloy producers), it is clear even on the
current record that alloy and pure magnesium are actually interchangeable for some aluminum
manufacturers. Although aluminum producers may have a preference for using pure magnesium in
aluminum production,* the record shows that they will use alloy magnesium when it is available at
relatively attractive prices.

Channels of Distribution. No information has been developed in these reviews that suggests that
the channels of distribution of pure and alloy magnesium have changed since the original investigations.
Most pure and alloy magnesium is sold to end users, albeit to different classes of end users. Pure
magnesium is *** sold to aluminum and iron and steel producers, while alloy magnesium is *** sold to
die casters.*

Price. Domestic prices for pure and alloy magnesium were closely correlated during the period
of review until ***, with pure magnesium selling at ***. After ***, the prices of the two types of
magnesium diverged, with pure magnesium increasingly selling at *** alloy magnesium.*

Conclusion. In sum, based on the Commission’s findings in the original investigations, and on
the current record showing shared essential physical characteristics; the overlap in the uses of pure and
alloy magnesium in aluminum production (the single largest use for magnesium); the recognition by some
industry participants of increased competition between pure and alloy magnesium; the general similarities
in channels of distribution for pure and alloy magnesium; and the correlation in prices for the two types of
magnesium for much of the period of review, we find pure and alloy magnesium to be part of the same
like product.*

. DOMESTIC INDUSTRY
A. Legal Standard

Section 771(4)(A) of the Act defines the relevant industry as the domestic “producers as a
[w]hole of a domestic like product, or those producers whose collective output of a domestic like product

#® E.g., *** dated November 17, 2010.
* CR at 1-45-46, PR at 1-30.
* CR at I1-5-6 and Figure I1-2, PR at II-3 and Figure I1-2.

* Commissioner Aranoff concurs with the definition of a single domestic like product consisting of pure and
alloy magnesium. She was not part of the Commission at the time of the original determinations underlying these
current reviews. Although in other previous investigations involving magnesium she had defined pure and alloy
magnesium as separate like products, Pure and Alloy Magnesium From Canada and Pure Magnesium From China
Inv. Nos. 701-TA-309-A-B and 731-TA-696 (Second Review), USITC Pub. 3859 (July 2006) at 36-40, and Pure
Magnesium From China, Inv. No. 731-TA-895 (Review), USITC Pub. 3908 (March 2007) at 10 n.52, she notes that
the record in those cases presented different circumstances and fact patterns. She finds that in these current reviews,
and while a close call, the record supports a single like product based on the six factor analysis and in particular an
overlap of uses of pure and alloy magnesium in aluminum production.
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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 domestic like product, whether toll-produced, captively consumed, or sold in the
domestic merchant market, provided that adequate production-related activity is conducted in the United
States.*®

B. The Original Determinations

In its original injury determinations, the Commission defined the domestic industry as consisting
of all producers of magnesium. It addressed the following three issues concerning the domestic industry:
(i) whether grinders engaged in sufficient production-related activities in the United States to be deemed
to be domestic producers (it found that they did); (ii) whether die casters that recycled magnesium scrap
engaged in sufficient production-related activities in the United States to be deemed to be domestic
producers (it found that they did); and (iii) whether appropriate circumstances existed to exclude a related
party (it found that appropriate circumstances did not exist to exclude the related party).*’

C. The Current Reviews

None of the parties to these reviews addressed the question of how the Commission should define
the domestic industry, except that US Magnesium took the position in its response to the notice of
institution that die casters that recycle their own scrap generated in their die casting operations should not
be treated as domestic producers if the die casters simply recycle “run-around scrap” and are not
producing a saleable product.”® In light of US Magnesium’s earlier position, we considered whether
Spartan, a die caster that recycles magnesium scrap, engages in sufficient production-related activity to be
treated as a domestic producer.

In deciding whether a firm qualifies as a domestic producer, the Commission generally has
analyzed the overall nature of a firm’s production-related activities in the United States. The Commission
generally considers six factors:

(1) source and extent of the firm’s capital investment;

(2) technical expertise involved in U.S. production activities;

(3) value added to the product in the United States;

(4) employment levels;

(5) quantity and type of parts sourced in the United States; and

(6) any other costs and activities in the United States directly leading to production of the

like product.

No single factor is determinative and the Commission may consider any other factors it deems relevant in
light of the specific facts of any investigation or review.”'

There is no direct information as to the first factor, the source and extent of Spartan’s capital
investment in its scrap recycling operations, but Spartan’s questionnaire response states that it has ***

719 U.S.C. § 1677(4)(A).

8 See, e.g., United States Steel Group v. United States, 873 F. Supp. 673, 682-83 (Ct. Int’l Trade 1994), aff’d, 96
F.3d 1352 (Fed. Cir. 1996).

* QOriginal Injury Determinations at 11-12.

%0 Response of US Magnesium to the Commission’s Notice of Institution, March 31, 2010, p. 18.

>! See, e.g., Internal Combustion Industrial Forklift Trucks from Japan, Inv. No. 731-TA-377 (Second Review),
USITC Pub. 3831 (December 2005) at 10-14; and Sebacic Acid from China, Inv. No. 731-TA-653 (Second Review),
USITC Pub. 3775 (May 2005) at 12-14.
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metric tons.”> As to the second factor, it appears, although nothing on the record directly demonstrates,
that the technical expertise involved in Spartan’s scrap recycling production activities is comparable to
the technical expertise involved in secondary magnesium production. Spartan explained its production
process in its questionnaire response as follows: it *** 3 We note that Spartan’s production does not
consist entirely of recycling “run-around scrap.” The company also purchases scrap to use in its alloy
magnesium production; it reported that *** percent of its production is from “run-around scrap” and ***
percent is from purchased scrap.* As to the third factor, the value added in scrap recycling operations at
Spartan *** > As to the fourth factor, the employment levels in scrap recycling at Spartan were *** than
those at *** secondary alloy magnesium producers, but not markedly so.® The fifth factor, the quantity
and type of parts sourced in the United States, is not relevant to alloy magnesium recycling, because such
recycling merely involves remelting scrap. Finally, there is no information in the record as to the sixth
factor, any other costs and activities in the United States directly leading to production of the domestic
like product.

In light of Spartan’s seemingly significant capital investment in its scrap recycling operations, the
not insignificant employment in these operations, and especially the fact that the technical expertise
involved in Spartan’s scrap recycling production activities appears to be comparable to that involved in
secondary magnesium production at other producers, we find that Spartan engages in sufficient
production-related activity to qualify as a domestic producer.

No new facts have been presented in these reviews to warrant defining the domestic industry
differently than we did in the original injury investigations, and no party raised any objection to that
definition, except as noted above. Therefore, based on our definition of the domestic like product, we
determine that there is one domestic industry composed of the domestic producers of pure and alloy
magnesium, including primary and secondary magnesium, and magnesium in ingot and granular form.”’

32 Spartan U.S. Producer Questionnaire Response at 9.
>3 Spartan U.S. Producer Questionnaire Response at 10.
> CR at I1I-8, PR at I11-5.

3 See U.S. Producer Questionnaire Responses of US Magnesium, MagReTech, KB Alloys, Amacor, and
Spartan.

%6 Spartan employed *** production related workers over the period of review. The numbers for other secondary

magnesium producers for which information is available were: Amacor — ***, KB Alloys- ***, and MagReTech -
**%* U.S. Producer Questionnaire Response of Spartan, Amacor, KB Alloys, and MagReTech at p. 15.

37 The Commission also determines whether any producer of the domestic like product should be excluded from
the domestic industry pursuant to section 771(4)(B) of the Act. That provision allows the Commission, if
appropriate circumstances exist, to exclude from the domestic industry producers that are related to an exporter or
importer of subject merchandise, or which are themselves importers. 19 U.S.C. § 1677(4)(B).

There are two related party issues in these reviews. First, the U.S. grinder ESM is a related party by virtue
of common ownership. ESM is wholly owned by SKW Stahl-Metallurgie Holding AG in Germany, which also
owns ESM Tianjin Co., Ltd., a producer of magnesium in China. CR at I-55, PR at I-35 We find that appropriate
circumstances do not exist to exclude ESM from the industry. ***. It accounted for *** percent of the ground
magnesium produced by the three responding grinders in 2009. CR at III-4, PR at [I-3. There is no information in
the record suggesting that ESM might be shielded from any injury on account of its affiliation with a Chinese
magnesium producer. We note that the decision whether to exclude ESM has no bearing on the data considered,
given that data submitted by the U.S. grinders are not included in the aggregated U.S. producer data presented in the
staff report, in order to avoid double-counting. CR atI-18 n.18, PR at I-12 n.18.

The second related party issue is that two U.S. producers, ***, purchased subject merchandise from Russia
that they did not directly import. CR at I11-30 and Table III-7, PR at I1I-8 and Table I1I-7. The Commission has
concluded that a domestic producer that does not itself import subject merchandise, or does not share a corporate
affiliation with an importer, may nonetheless be deemed a related party if it controls large volumes of imports. The

(continued...)
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V. CUMULATION
A. Original Determinations

In its original injury determinations, the Commission cumulated subject imports from China and
Russia. It found that there was a significant degree of fungibility between imports from China and
Russia, and between these imports and the domestic like product. It noted that U.S. producers, importers,
and purchasers of magnesium generally reported that magnesium of the same type was always or
frequently interchangeable, regardless of the source. The Commission recognized that imports from
Russia were mainly pure magnesium, and the scope of the investigation with regard to China was limited
to alloy magnesium. However, it noted that imports of alloy magnesium from Russia were not
insignificant, and that the degree of fungibility between subject imports from China and subject imports
from Russia was greater than the amount of imports of alloy magnesium from Russia would suggest,
because imports of alloy magnesium from China competed with imports of pure magnesium from Russia
in sales to aluminum producers. Furthermore, alloy magnesium from China, Russia, and domestic
producers was purchased by U.S. die casters.™

The Commission also found overlapping geographic markets for subject imports and the
domestically produced product. While the channels of distribution for imports from China and Russia
appeared to be somewhat different — *** — in both cases sales were made to end users and not to
distributors that maintain inventories. The same was true for the domestic like product. Finally, the
Commission found that subject imports from both China and Russia had been simultaneously present in
the U.S. market. On this basis, the Commission found that there was a reasonable overlap of competition
between the subject imports of magnesium from China and Russia, and between the subject imports and
the domestic like product.®

B. Legal Standard
Section 752(a) of the Act provides as follows:

the Commission may cumulatively assess the volume and effect of imports of the subject
merchandise from all countries with respect to which reviews under section 1675(b) or
(c) of this title were initiated on the same day, if such imports would be likely to compete
with each other and with domestic like products in the United States market. The
Commission shall not cumulatively assess the volume and effects of imports of the
subject merchandise in a case in which it determines that such imports are likely to have
no discernible adverse impact on the domestic industry.*

37 (...continued)
Commission has found such control to exist where the domestic producer was responsible for a predominant
proportion of an importer’s purchases and the importer’s purchases were substantial. See, e.g., Foundry Coke from
China, Inv. No. 731-TA-891 (Final), USITC Pub. 3449 (September 2001) at 8-9. Based on the limited nature of the
purchases at issue here (see CR/PR at Tables I-1 and III-7), we find that the standard for finding such purchasers to
be related parties is not met and that *** are not related parties on the basis of their purchases of subject imports.

*® Original Injury Determinations at 13-14.
¥ 1d. at 14.
919 US.C. § 1675a(a)(7).
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Cumulation therefore is discretionary in five-year reviews, unlike original investigations which are
governed by section 771(7)(G)(I) of the Act.®’ The Commission may exercise its discretion to cumulate,
however, only if the reviews are initiated on the same day, the Commission determines that the subject
imports are likely to compete with each other and the domestic like product in the U.S. market, and
imports from each such subject country are not likely to have no discernible adverse impact on the
domestic industry in the event of revocation. Our focus in five-year reviews is not only on present
conditions of competition, but also on likely conditions of competition in the reasonably foreseeable
future.

The statutory threshold for cumulation is satisfied in these reviews because both reviews were
initiated on the same day: March 1,2010.°> We consider three issues in deciding whether to exercise our
discretion to cumulate the subject imports as follows: (1) whether imports from China or Russia are
precluded from cumulation because they are likely to have no discernible adverse impact on the domestic
industry; (2) whether there is a likelihood of a reasonable overlap of competition among imports of
magnesium from China and Russia and the domestic like product; and (3) other considerations, such as
similarities and differences in the likely conditions of competition under which subject imports are likely
to compete in the U.S. market for magnesium.®

C. Likelihood of No Discernible Adverse Impact

The statute precludes cumulation if the Commission finds that subject imports from a country are
likely to have no discernible adverse impact on the domestic industry.** Neither the statute nor the
Uruguay Round Agreements Act (“URAA”) Statement of Administrative Action (“SAA”) provides
specific guidance on what factors the Commission is to consider in determining that imports “are likely to
have no discernible adverse impact” on the domestic industry.®> With respect to this provision, the

1 19 U.S.C. § 1677(7)(G)(i); see also, e.g., Allegheny Ludlum Corp. v. United States, 475 F. Supp. 2d 1370,
1378 (Ct. Int’l Trade 2006) (recognizing the wide latitude the Commission has in selecting the type of factors it
considers relevant in deciding whether to exercise discretion to cumulate subject imports in five-year reviews);
Nucor v. United States, 569 F. Supp. 2d 1328, 1337-38 (Ct. Int’l Trade 2008); United States Steel Corp. v. United
States, Slip Op. 08-82 (Aug. 5, 2008).

 See 75 Fed. Reg. 9252 (March 1, 2010).

63 Chairman Okun and Commissioner Pearson find that subject imports from China and Russia are likely to
compete under different conditions of competition in the U.S. market for magnesium and they do not join Sections
IV.C. and D. but join Section IV.E. of this opinion. They note that while they consider the same issues discussed in
this section in determining whether to exercise their discretion to cumulate the subject imports, their analytical
framework begins with whether imports from the subject countries are likely to face similar conditions of
competition. For those subject imports which are likely to compete under similar conditions of competition, they
next proceed to consider whether there is a likelihood of a reasonable overlap of competition whereby those imports
are likely to compete with each other and with the domestic like product. Finally, if based on that analysis they
intend to exercise their discretion to cumulate one or more subject countries, they analyze whether they are
precluded from cumulating such imports because the imports from one or more subject countries, assessed
individually, are likely to have no discernible adverse impact on the domestic industry. See Steel Concrete
Reinforcing Bar From Belarus, China, Indonesia, Korea, Latvia, Moldova, Poland, and Ukraine, Invs. Nos. 731-TA-
873 to 875, 877 to 880, and 882 (Review), USITC Pub. 3933 (July 2007) (Separate and Dissenting Views of
Chairman Daniel R. Pearson and Commissioner Deanna Tanner Okun Regarding Cumulation). Accord Nucor Corp.
v. United States, 605 F. Supp.2d 1361, 1372 (Ct. Int’l Trade 2009); Nucor Corp. v. United States, 594 F. Supp.2d
1320, 1345-47 (Ct. Int’l Trade 2008), aff’d, Slip Op. 2009-1234 (Fed Cir. April 7, 2010).

%19 U.S.C. § 1675a(a)(7).
% SAA, H.R. Rep. No. 103-316, vol. T at 887 (1994).
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Commission generally considers the likely volume of subject imports and the likely impact of those
imports on the domestic industry within a reasonably foreseeable time if the orders are revoked.

Based on the record, we do not find that imports from either China or Russia are likely to have no
discernible adverse impact on the domestic industry in the event of revocation of the orders. Our analysis
for each of the subject countries takes into account the nature of the product and the behavior of subject
imports in the original investigations. We recall that in the original investigations the Commission found
that price was an important factor in purchasing decisions. It further found that the subject imports,
regardless of source, were generally substitutable for the domestic like product.®

China. In the original investigations, the quantity of subject imports from China increased from
6,671 metric tons (*** percent of apparent U.S. consumption) in 2000 to 12,906 metric tons (*** percent
of apparent U.S. consumption) in 2003.°” The quantity of subject imports from China was 13,262 metric
tons (*** percent of apparent U.S. consumption) in 2004. After the imposition of the order in 2005,
subject imports from China continued to be present in the U.S. market in small amounts ranging from 34
metric tons in 2006 to 287 metric tons in 2008 (accounting for, at the most, (*** percent of apparent U.S.
consumption).®® We find that the sharp decline in subject imports from China after 2004 resulted from the
imposition of the order. As addressed more fully below, we further find that subject imports from China
are likely to return to the U.S. market if the order is revoked, in light of the significant quantities of
subject imports in the U.S. market during the original period of investigation, the significant capacity and
export orientation of the Chinese industry,” the substitutability of subject imports and the domestic like
product (within the same type of magnesium), and the importance of price in purchasing decisions. We
consequently do not find that subject imports from China would likely have no discernible adverse impact
on the domestic industry if the order is revoked.

Russia. In the original investigations, the quantity of subject imports from Russia increased from
13,685 metric tons (*** percent of apparent U.S. consumption) in 2000 to 21,745 metric tons (*** percent
of apparent U.S. consumption) in 2003.”° The quantity of subject imports from Russia was 23,439 metric
tons (*** percent of apparent U.S. consumption) in 2004. After the imposition of the order in 2005,
subject imports declined irregularly, from 12,573 metric tons (*** percent of apparent U.S. consumption)
in 2005 to 315 metric tons (*** percent of apparent U.S. consumption) in 2009.”" We find that the sharp
decline in subject imports from Russia after 2004 resulted at least in part from the imposition of the order.
We further find that subject imports from Russia are likely to return to the U.S. market (albeit not in
significant quantities) if the order is revoked, in light of the significant quantities of subject imports in the
U.S. market during the original period of investigation, the continued albeit declining export orientation
of the Russian industry,’ the substitutability of subject imports and the domestic like product (within the
same type of magnesium), and the importance of price in purchasing decisions. We consequently do not
find that subject imports from Russia would likely have no discernible adverse impact on the domestic
industry if the order is revoked.

% QOriginal Injury Determinations at 18.
7 CR/PR at Table I-1.
8 CR/PR at Table I-1.

% The Chinese magnesium industry as a whole relies on exports to a significant degree. For example, the
industry’s overall magnesium exports (including nonsubject pure magnesium) accounted for 47 percent of total
production in 2009 and 69 percent of total production in 2008. See CR/PR at Tables IV-20 and IV-22.

7 CR/PR at Table I-1.
I CR/PR at Table I-1.

72 The percentage of magnesium shipments exported by these firms was *** percent in 2003 and *** percent in
2009. CR/PR at Table IV-16.
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D. Likelihood of a Reasonable Overlap of Competition

The Commission generally has considered four factors intended to provide a framework for
determining whether the imports compete with each other and with the domestic like product.”” Only a
“reasonable overlap” of competition is required.” In five-year reviews, the relevant inquiry is whether
there likely would be competition even if none currently exists because the subject imports are absent
from the U.S. market.”

Fungibility.” Market participants were asked whether magnesium from China, Russia, and the
United States were interchangeable. All responding U.S. producers said that magnesium from the United
States and either China or Russia are always interchangeable.”’ The majority of importers and purchasers
reported that magnesium from the United States and either China and Russia are always or frequently
interchangeable.”® Purchasers also were asked to compare the domestic like product with subject imports
with respect to a number of factors. Most purchasers reported that the domestic product was superior in
terms of availability and delivery time. For nearly all other factors, the majority of the responding
purchasers rated the domestic product and subject imports as comparable.”

As in the original investigations, no party in these reviews has argued that magnesium of the
same type (i.e., pure or alloy magnesium) is not fungible, regardless of whether it is obtained domestically
or from China or Russia. We recognize that the fungibility of imports from China and Russia is limited
somewhat by the fact that imports from Russia were mainly pure magnesium during the original period of
investigation (and were almost exclusively pure magnesium during the period of review, during which
Russian producers stopped shipping alloy magnesium to the United States) and that the scope of the order
with regard to China is limited to alloy magnesium. Moreover, the Russian magnesium industry’s

3 The four factors generally considered by the Commission in assessing whether imports compete with each
other and with the domestic like product are as follows: (1) the degree of fungibility between the imports from
different countries and between imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions; (2) the presence of sales or offers to sell in the same geographical
markets of imports from different countries and the domestic like product; (3) the existence of common or similar
channels of distribution for imports from different countries and the domestic like product; and (4) whether the
imports are simultaneously present in the market. See, e.g., Wicland Werke, AG v. United States, 718 F. Supp. 50
(Ct. Int’l Trade 1989).

™ See Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (Ct. Int’l Trade 1996); Wieland Werke, 718 F. Supp.
at 52 (“Completely overlapping markets are not required.”); United States Steel Group v. United States, 873 F. Supp.
673, 685 (Ct. Int’l Trade 1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996). We note, however, that there have been
investigations where the Commission has found an insufficient overlap in competition and has declined to cumulate
subject imports. See, e.g., Live Cattle From Canada and Mexico, Inv. Nos. 701-TA-386 and 731-TA-812 to 813
(Prelim.), USITC Pub. 3155 at 15 (Feb. 1999), aff’d sub nom, Ranchers-Cattlemen Action Legal Foundation v.
United States, 74 F. Supp. 2d 1353 (Ct. Int’l Trade 1999); Static Random Access Memory Semiconductors from the
Republic of Korea and Taiwan, Inv. Nos. 731-TA-761 to 762 (Final), USITC Pub. 3098 at 13-15 (Apr. 1998).

> See generally Chefline Corp. v. United States, 219 F. Supp. 2d 1313, 1314 (Ct. Int’] Trade 2002).

76

Commissioner Lane notes that, with respect to fungibility, her analysis does not require such similarity of
products that a perfectly symmetrical fungibility is required and that this factor would be better described as an
analysis of whether subject imports from each country and the domestic like product could be substituted for each
other. See Separate Views of Commissioner Charlotte R. Lane, Certain Lightweight Thermal Paper from China,
Germany, and Korea, Inv. Nos. 701-TA-451 and 731-TA-1126-1128 (Preliminary), USITC Pub. 3964 (Nov. 2007).

T CR at II-42, PR at 11-23.
8 CR at 11-42 and Table 1I-10, PR at I1I-23 and Table 1I-10.
" CR/PR at Table II-12.
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capacity to produce alloy magnesium declined *** over the period of review™ and this could result in less
alloy magnesium being exported from Russia to the United States in the event of revocation of the orders.

Geographic Overlap. Because imports of the subject merchandise from China were only
sporadic after 2005, there is not much information on the record as to the geographic overlap of imports
from China with imports from Russia and the domestic product over the period of review. The imports
from China that occurred in the 2004-2005 period were entered through a larger number of customs
districts than imports from Russia, which were entered principally through Baltimore and Philadelphia.®!
In its original injury determinations, the Commission found that subject imports from China and Russia
were sold in the same geographic markets as the domestic like product.*? There is no indication in the
record of these reviews that this would not again be the case if the orders were revoked.

Channels of Distribution. The predominant channel of distribution for sales of domestically
produced magnesium and the subject imports from both countries during the period of review (to the
extent that there were imports from China) was directly to end users, except that ***.% In its original
injury determinations, the Commission found that, while the channels of distribution for imports from
China and Russia appeared to be somewhat different — *** — in both cases sales are made to end users
and not to distributors that maintain inventories. The same was true for the domestic like product.** The
*#* for imports from Russia to sales ***, towards the end of the period of review, could indicate that
imports from China and Russia would be sold in different channels of distribution if the orders were
revoked.

Simultaneous Presence in Market. Because imports of the subject merchandise from China were
only sporadic after 2005, subject imports from China and Russia were not simultaneously present during
much of the period of review.* This lack of presence appears to be a function of the existence of the
orders. In its original injury determinations, the Commission found that subject imports from both China
and Russia had entered the U.S. market in significant quantities during each year of the period of
investigation, and accordingly had been simultaneously present in the U.S. market.*® As discussed below,
given declining magnesium production capacity in Russia, shortages of the raw material used to produce
magnesium in Russia, and a trend towards greater internal consumption of magnesium in titanium sponge
production, we conclude that subject imports from Russia are unlikely to enter the U.S. market in
significant volumes in the reasonably foreseeable future if the order on Russia is revoked. We find,
however, that they likely will be present in sufficient quantities to establish a reasonable overlap of
competition.*’

Conclusion. Market participants in most cases find magnesium from different sources to be
always interchangeable. The interchangeability of subject imports with each other is limited somewhat
by the fact that imports from Russia are likely to be predominantly pure magnesium while the scope of
the order with regard to China is limited to alloy magnesium. Nonetheless, enough of the U.S. market is
likely to be subject to competition by imports from China and Russia, and the domestic like product, to
support a finding of fungibility for purposes of this analysis. The domestic like product and imports from
subject sources were sold mostly directly to end users during the period of review, except that ***. This

% CR/PR at Table IV-17.

81 CR at IV-25 and Table IV-6, PR at IV-10 and Table IV-6.
%2 Original Injury Determinations at 14.

¥ CR at II-10 and Table II-1, PR at II-5-6 and Table 1I-1.

8 Confidential Original Injury Determinations at 19.

8 CR at IV-28 and Table IV-8, PR at IV-10 and Table IV-8.
% Original Injury Determinations at 14.

87 See Steel Authority of India v .United States, 25 CIT 472, 477, 146 F. Supp. 2d 900, 906-07
(2001); Nucor Corp. v. United States, 318 F. Supp.2d 1207, 1269-70 (Ct. Int’l Trade 2004).
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may indicate that some Russian imports would be sold in a different channel of distribution than imports
from China and the domestic product, were the orders to be revoked. While imports from China were
absent from the U.S. market during much of the period of review, this was likely due to the imposition of
the antidumping duty order. Upon revocation of the orders, the subject imports will likely be sold
throughout the United States and simultaneously present in the market as they were during the original
investigations. In view of the foregoing, we conclude that there likely will be a reasonable overlap of
competition between the domestic like product and subject imports, and between imports from China and
Russia, should the orders be revoked.

E. Other Considerations®®

In determining whether to exercise our discretion to cumulate the subject imports, we assess
whether the subject imports from China and Russia are likely to compete under similar or different
conditions in the U.S. market in the event of revocation.* Imports from Russia have been, and are likely
to remain, primarily pure magnesium, whereas the scope of the order with respect to China is limited to
alloy magnesium. The Russian magnesium industry’s capacity to produce alloy magnesium, and its
production thereof, declined ***, °° ***°' Also, the record in these reviews — which is complete for the
Russian industry but based on limited responses from the Chinese industry — shows that the trends in
capacity, production, and shipments of the magnesium industry in Russia and the alloy magnesium
industry in China were significantly different during the period of review. Russian pure and alloy
magnesium capacity, production, and shipments declined *** since the original investigations,’> while the

8 Commissioner Lane does not join in this section. She explains her analysis of other considerations as follows.
Where, in a five-year review, I do not find that the subject imports would be likely to have no discernible adverse
impact on the domestic industry if the orders were revoked, and I find that such imports would be likely to compete
with each other and with the domestic like product in the U.S. market, I cumulate such imports unless there is a
condition or propensity — not merely a trend — that is likely to persist for a reasonably foreseeable time and that
significantly limits competition such that cumulation is not warranted. Based on the record in these reviews, I find
that there is no such condition or propensity with respect to the subject imports. Therefore, I find no justification for
exercising my discretion not to cumulate the subject imports from China and Russia and I have cumulated them in
these reviews.

% See, e.g., Nucor Corp. v. United States, F.3d ___, App. No. 2009-1234, Slip Op. at 7-8 (Fed. Cir. Apr. 7,
2010) (Commission may reasonably consider likely differing conditions of competition in deciding whether to
cumulate subject imports in five-year reviews); Allegheny Ludlum Corp., 475 F. Supp. 2d at 1378 (recognizing the
wide latitude the Commission has in selecting the type of factors it considers relevant in deciding whether to
exercise discretion to cumulate subject imports in five-year reviews); Nucor Corp., 569 F. Supp. 2d at 1337-38.

% CR/PR at Table IV-16.
L CR/PR at Table IV-18.

°2 The Russian industry’s reported capacity declined from *** metric tons in 2004 to *** metric tons in 2009.
CR/PR at Table IV-17. Its production declined from *** metric tons in 2004 to *** metric tons in 2009, and its
shipments fell from *** metric tons to *** metric tons over the same period. Id. US Magnesium urged the
Commission to disregard the Russian producers’ reported capacity data and rely instead on a report by the U.S.
Geological Survey (“USGS”) which estimated Russian production capacity at 80,000 metric tons in 2008. US
Magnesium Prehearing Brief at 62-65. It appears, however, that the USGS data are flawed in that they include
capacity ***. CR at IV-33-34, PR at IV-16. US Magnesium argues that AVISMA’s “technical grade” magnesium
should be included in the Russian capacity data, given that ***. US Magnesium Final Comments at 7. However,
the “technical grade” magnesium produced for internal consumption by AVISMA cannot be sold commercially, but
there is no evidence in the record that the magnesium produced by US Magnesium for ATI could not be sold
commercially if it were cast into ingots, or that the magnesium produced for internal consumption by SMW could

(continued...)
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Chinese alloy magnesium industry expanded significantly.”” Declines in Russian capacity, production,
and shipments for alloy magnesium were *** than for pure magnesium.”* Furthermore, while the Russian
industry has been hampered by a shortage of carnallite, the raw material that it uses in magnesium
production,” the record does not show any comparable raw material shortages affecting the alloy
magnesium industry in China. Finally, an increasing proportion of the Russian industry’s production has
been directed towards its home market and internal consumption, particularly in the production of
titanium sponge.”® In contrast, the expanding Chinese alloy magnesium industry has been increasingly
more export-oriented.’’

For these reasons, we find that there are different conditions of competition likely to prevail
between subject imports from China and Russia, and accordingly we decline to exercise our discretion to
cumulate subject imports from China and Russia in these reviews.

V. WHETHER REVOCATION OF THE ANTIDUMPING DUTY ORDERS ON ALLOY
MAGNESIUM FROM CHINA AND PURE AND ALLOY MAGNESIUM FROM RUSSIA
IS LIKELY TO LEAD TO CONTINUATION OR RECURRENCE OF MATERIAL
INJURY WITHIN A REASONABLY FORESEEABLE TIME

A. Legal Standards

In a five-year review conducted under section 751(c) of the Act, Commerce will revoke an
antidumping or countervailing duty order unless (1) it makes a determination that dumping or
subsidization is likely to continue or recur and (2) the Commission makes a determination that revocation
of the antidumping or countervailing duty order “would be likely to lead to continuation or recurrence of
material injury within a reasonably foreseeable time.””® The SAA states that “under the likelihood
standard, the Commission will engage in a counterfactual analysis; it must decide the likely impact in the
reasonably foreseeable future of an important change in the status quo — the revocation or termination of

%2 (...continued)
not also be sold commercially.

> The Commission received questionnaire responses in these reviews from four magnesium producers in China
that represented approximately *** percent of total production of alloy magnesium in China in 2009. CR at IV-41,
PR at IV-21. The capacity of the responding firms grew from *** metric tons in 2004 to *** metric tons in 2009.
CR/PR at Table IV-12. Their production rose from *** metric tons in 2004 to *** metric tons in 2009, and their
shipments increased from *** metric tons to *** metric tons over the same period. Id. These sharp increases in
capacity, production, and shipments are largely due to the fact that two of the responding producers started their
production during the period of review. CR at IV-45, PR at IV-22. The increases in capacity, production, and
shipments for the Chinese alloy magnesium industry overall was likely much larger than the data for the four
responding producers shows, given that the capacity of the entire Chinese magnesium industry more than doubled
during the period of review, rising from 447,000 metric tons in 2004 to 1.3 million metric tons in 2009. CR/PR at
Table IV-20.

% CR/PR at Table IV-16.
% Hearing Transcript at 194-195 (Gurley).

% CR/PR at Table IV-16. During the period of review, AVISMA merged with VSMPO, a company that is
primarily a titanium producer, and the main commercial focus of the merged firm is on titanium product. AVISMA
Prehearing Brief at 15-16. Hearing Transcript at 27-28 and 205 (Gurley). The other Russian magnesium producer,
SMW, ***_ CR/PR at Table IV-18.

% Indeed, alloy magnesium cannot be used in titanium sponge production. CR at I-29 and II-3, PR at I-21 and II-
2.

%19 U.S.C. § 1675a(a).
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a proceeding and the elimination of its restraining effects on volumes and prices of imports.” Thus, the
likelihood standard is prospective in nature.'” The U.S. Court of International Trade has found that
“likely,” as used in the five-year review provisions of the Act, means “probable,” and the Commission
applies that standard in five-year reviews.'?! 1% 1%

The statute states that “the Commission shall consider that the effects of revocation or termination
may not be imminent, but may manifest themselves only over a longer period of time.”'* According to
the SAA, a “‘reasonably foreseeable time’ will vary from case-to-case, but normally will exceed the
‘imminent’ timeframe applicable in a threat of injury analysis in original investigations.”'®

Although the standard in a five-year review is not the same as the standard applied in an original
antidumping duty investigation, it contains some of the same fundamental elements. The statute provides
that the Commission is to “consider the likely volume, price effect, and impact of imports of the subject
merchandise on the industry if the orders are revoked or the suspended investigation is terminated.”'” It
directs the Commission to take into account its prior injury determination, whether any improvement in
the state of the industry is related to the order or the suspension agreement under review, whether the
industry is vulnerable to material injury if the orders are revoked or the suspension agreement is
terminated, and any findings by Commerce regarding duty absorption pursuant to 19 U.S.C.§

% SAA at 883-84. The SAA states that “{t}he likelihood of injury standard applies regardless of the nature of the
Commission’s original determination (material injury, threat of material injury, or material retardation of an
industry). Likewise, the standard applies to suspended investigations that were never completed.” Id. at 883.

1% While the SAA states that “a separate determination regarding current material injury is not necessary,” it
indicates that “the Commission may consider relevant factors such as current and likely continued depressed
shipment levels and current and likely continued {sic} prices for the domestic like product in the U.S. market in
making its determination of the likelihood of continuation or recurrence of material injury if the order is revoked.”
SAA at 884.

191 See NMB Singapore Ltd. v. United States, 288 F. Supp. 2d 1306, 1352 (Ct. Int’l Trade 2003) (““likely’ means
probable within the context of 19 U.S.C. § 1675(c) and 19 U.S.C. § 1675a(a)”), aff’"d mem., 140 Fed. Appx. 268
(Fed. Cir. 2005); Nippon Steel Corp. v. United States, 26 CIT 1416, 1419 (2002) (same); Usinor Industeel, S.A. v.
United States, 26 CIT 1402, 1404 nn.3, 6 (2002) (“more likely than not” standard is “consistent with the court’s
opinion”; “the court has not interpreted ‘likely’ to imply any particular degree of ‘certainty’”’); Indorama Chemicals
(Thailand) L.td. v. United States, Slip Op. 02-105 at 20 (Ct. Int’l Trade Sept. 4, 2002) (“standard is based on a
likelihood of continuation or recurrence of injury, not a certainty”); Usinor v. United States, 26 CIT 767, 794 (2002)
(““likely’ is tantamount to ‘probable,” not merely ‘possible’”).

192 For a complete statement of Chairman Okun’s interpretation of the likely standard, see Additional Views of
Vice Chairman Deanna Tanner Okun Concerning the “Likely” Standard in Certain Seamless Carbon and Alloy Steel
Standard, Line and Pressure Pipe From Argentina, Brazil, Germany, and Italy, Invs. Nos. 701-TA-362 (Review) and
731-TA-707 to 710 (Review)(Remand), USITC Pub. 3754 (Feb. 2005).

13 Commissioner Lane notes that, consistent with her views in Pressure Sensitive Plastic Tape From Italy, Inv.
No. AA1921-167 (Second Review), USITC Pub. 3698 (June 2004), she does not concur with the U.S. Court of
International Trade’s interpretation of “likely,” but she will apply the Court’s standard in these reviews and all
subsequent reviews until either Congress clarifies the meaning or the U.S. Court of Appeals for the Federal Circuit
addresses this issue.

1419 U.S.C. § 1675a(a)(5).

15 SAA at 887. Among the factors that the Commission should consider in this regard are “the fungibility or
differentiation within the product in question, the level of substitutability between the imported and domestic
products, the channels of distribution used, the methods of contracting (such as spot sales or long-term contracts),
and lead times for delivery of goods, as well as other factors that may only manifest themselves in the longer term,
such as planned investment and the shifting of production facilities.” Id.

1619 U.S.C. § 1675a(a)(1).
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1675(a)(4)."”" The statute further provides that the presence or absence of any factor that the Commission
is required to consider shall not necessarily give decisive guidance with respect to the Commission’s
determination.'*®

In evaluating the likely volume of imports of subject merchandise if the orders under review are
revoked and the suspended investigations are terminated, the Commission is directed to consider whether
the likely volume of imports would be significant either in absolute terms or relative to production or
consumption in the United States.'” In doing so, the Commission must consider “all relevant economic
factors,” including four enumerated factors: (1) any likely increase in production capacity or existing
unused production capacity in the exporting country; (2) existing inventories of the subject merchandise,
or likely increases in inventories; (3) the existence of barriers to the importation of the subject
merchandise into countries other than the United States; and (4) 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.''’

In evaluating the likely price effects of subject imports if the orders and finding under review
were revoked, the Commission is directed to consider whether there is likely to be significant underselling
by the subject imports as compared to the domestic like product and whether the subject imports are
likely to enter the United States at prices that otherwise would have a significant depressing or
suppressing effect on the price of the domestic like product.'"!

In evaluating the likely impact of imports of subject merchandise if the orders under review are
revoked, the Commission is directed to consider all relevant economic factors that are likely to have a
bearing on the state of the industry in the United States, including but not limited to the following: (1)
likely declines in output, sales, market share, profits, productivity, return on investments, and utilization
of capacity; (2) likely negative effects on cash flow, inventories, employment, wages, growth, ability to
raise capital, and investment; and (3) likely negative effects on the existing development and production
efforts of the industry, including efforts to develop a derivative or more advanced version of the domestic
like product.'? All relevant economic factors are to be considered within the context of the business
cycle and the conditions of competition that are distinctive to the industry. As instructed by the statute,
we have considered the extent to which any improvement in the state of the domestic industry is related to
the orders at issue and whether the industry is vulnerable to material injury if the orders were revoked.'”

Finally, when appropriate in these reviews, we have relied on the facts otherwise available, which
consist of information from the original investigations, as well as information submitted in these reviews,
including information provided by the domestic industry, questionnaire responses, and information

719 U.S.C. § 1675a(a)(1). We note that no duty absorption findings have been made by Commerce.

%19 U.S.C. § 1675a(a)(5). Although the Commission must consider all factors, no one factor is necessarily
dispositive. SAA at 886.

9919 U.S.C. § 1675a(a)(2).

1919 U.S.C. § 1675a(a)(2)(A-D).

""'See 19 U.S.C. § 1675a(a)(3). The SAA states that “{c}onsistent with its practice in investigations, in
considering the likely price effects of imports in the event of revocation and termination, the Commission may rely

on circumstantial, as well as direct, evidence of the adverse effects of unfairly traded imports on domestic prices.”
SAA at 886.

1219 U.S.C. § 1675a(a)(4).

'3 The SAA states that in assessing whether the domestic industry is vulnerable to injury if the order is revoked,
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 may also demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” SAA at
885.
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available from published sources.'"* !> The Commission received questionnaire responses in these
reviews from all known U.S. producers of magnesium, with the possible exception of Rossborough and
Meridian Technologies,''® from four producers in China that are estimated to have accounted for ***
percent of total production of alloy magnesium in China in 2009,""” and from all three known magnesium
producers in Russia.'"®

B. Conditions of Competition and the Business Cycle

In evaluating the likely impact of the subject imports on the domestic industry if an order is
revoked, the statute directs the Commission to consider all relevant economic factors “within the context
of the business cycle and conditions of competition that are distinctive to the affected industry.”'"® The
following conditions of competition inform our determinations.

1. The Original Determinations

Demand: The Commission explained that demand for magnesium is derived from the demand for
the applications in which it is used, and thus generally follows the cyclical demand in the industries that
consume magnesium, which, in turn, generally tracks overall economic activity. The information on the
record of the original investigations as to actual demand was mixed. The Commission noted that
magnesium has few substitutes. Prices for alloy magnesium sold to die casters were higher than prices for
pure magnesium at the beginning of the period of investigation, but they converged later in the period.
The Commission observed that domestically produced magnesium was sold predominantly through short-
or long-term contracts, whereas subject imports were more likely to be sold on the spot market.'?’

'1*19 U.S.C. § 1677¢(a) authorizes the Commission to “use the facts otherwise available” in reaching a
determination when (1) necessary information is not available on the record or (2) an interested party or any other
person withholds information requested by the agency, fails to provide such information in the time or in the form or
manner requested, significantly impedes a proceeding, or provides information that cannot be verified pursuant to 19
U.S.C. § 1677m(I). The verification requirements in 19 U.S.C. § 1677m(I) are applicable only to Commerce. See
Titanium Metals Corp. v. United States, 155 F. Supp. 2d 750, 765 (Ct. Int’1 Trade 2002) (“the ITC correctly
responds that Congress has not required the Commission to conduct verification procedures for the evidence before
it, or provided a minimum standard by which to measure the thoroughness of Commission investigations.”).

!5 Chairman Okun notes that the statute authorizes the Commission to take adverse inferences in five-year
reviews, 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. § 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.” SAA at 869.

6 CR at I1I-2-3, PR at III-2. It is not known whether Rossborough or Meridian Technologies are still producing
magnesium.

""CR at IV-41, PR at IV-21.

'8 CR at IV-47, PR at IV-24. One of the three, Russian producer SZD, produces magnesium only in granular
form. CR at IV-47 n.44, PR at [V-24 n.44.

1919 U.S.C. § 1675a(a)(4).

120 Original Injury Determinations at 16.
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Supply: The Commission noted that there were two domestic primary producers of both pure and
alloy magnesium during the period of investigation: US Magnesium and Northwest Alloys (which ceased
production in 2001). There were also four domestic secondary producers of magnesium and three
grinders. The Commission observed that secondary magnesium production had become more significant
in recent years. Primary magnesium producers that used the electrolytic process (i.e., US Magnesium)
had a strong incentive to maintain a continuous level of production because the electrolytic cells used to
make primary magnesium must be kept in constant operation to avoid their deterioration and significant
rebuilding costs. Thus, when faced with price competition, primary magnesium producers would tend to
cut prices to maintain production volume. The Commission noted that nonsubject imports from several
countries had been an important source of supply throughout the period of investigation, but that certain
nonsubject supply sources had been idled, including Norsk Hydro in Norway, Pechiney in France, and
Noranda’s Magnola plant in Canada.'*!

Substitutability. The Commission observed that magnesium of the same type (i.c., pure or alloy)
is a fungible, commodity product, for which price is an important factor in purchasing decisions.'*

2. The Current Reviews

Demand. Demand for magnesium continues to be derived from the demand for the applications
in which it is used.'"” As noted above, the principal uses for magnesium are in aluminum alloying,
structural uses, iron and steel desulfurization, and other uses (including titanium sponge production). The
record in these reviews indicates that titanium sponge production has become a more significant use for
magnesium than it was during the original investigations, and that the use of magnesium for this
application is likely to grow.'**

Apparent U.S. consumption of magnesium declined over the period of review, especially towards
the end of the period. It was *** metric tons in 2004, *** metric tons in 2005, *** metric tons in 2006,
##% metric tons in 2007, *** metric tons in 2008, and *** metric tons in 2009.'* Data for the interim
periods shows some evidence of a recovery in demand from the *** depressed level of 2009. Apparent
U.S. consumption of magnesium was *** metric tons in interim 2010 as compared with *** metric tons in
interim 2009.

The reported expectations of industry participants as to future demand were mixed, with generally
more optimistic expectations for demand for pure magnesium than for alloy magnesium. A plurality of
U.S. producers, foreign producers, and purchasers that responded to the Commission’s questionnaires
reported that they anticipated future increases in U.S. demand for pure magnesium.'*® Most U.S.
importers, on the other hand, anticipated that demand for pure magnesium would fluctuate or decline.'”’
For alloy magnesium, a plurality of U.S. producers and foreign producers anticipated that future U.S.
demand would increase, but a plurality of importers and purchasers anticipated declining demand.'*®

12l Original Injury Determinations at 16-17.

'22 Original Injury Determinations at 16.

123 CR at I-61, PR at 1-40.

124 Hearing Transcript at 71-73 (Hassey), CR at II-22 and 11-26, CR at II-12 and II-14.
125 CR/PR at Table C-1.

126 CR at 11-26 and Table I1-4, PR at 1I-14 and Table I1-4.

127 Id.

122 CR at 1I-27 and Table I1I-4, PR at II-14 and Table 11-4.
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Supply. During most of the period of review, US Magnesium was the only primary producer of
magnesium in the United States.'” US Magnesium expanded its production capacity during the period of
review from a practical capacity to produce *** metric tons of pure magnesium or *** metric tons of alloy
magnesium in 2003, to a current capacity of *** metric tons of pure magnesium or *** metric tons of
alloy magnesium.”® A second firm, MagPro, which is ***, began producing ***."*! There were also at
least five domestic secondary producers of magnesium'*? and three grinders during the period of
review.'”

As noted above, based on the limited information available to us, it appears that the production
capacity of the Chinese alloy magnesium industry expanded sharply during the period of review."** The
capacity of the Russian magnesium industry, on the other hand, contracted, and an increasing proportion
of the Russian industry’s production has been directed towards internal consumption for production of
titanium sponge.'*

Nonsubject suppliers of magnesium continued to hold a significant share of the U.S. market
during the period of review."*® Perhaps the most significant developments among nonsubject suppliers
were the shutdown of most or all of the magnesium industry in Canada and a subsequent increase in
nonsubject imports from Israel.'”’

Substitutability. Magnesium of the same type continues to be a fungible, commodity product.
The record in these reviews indicates that there is a moderately high degree of substitutability between
magnesium produced in the United States and the subject imports.”** Most producers, importers, and
purchasers in these reviews agreed that domestically produced magnesium and the subject imports could
always or frequently be used interchangeably.*” The market for magnesium continues to be price
competitive. A plurality of purchasers responding to the Commission’s questionnaire reported that price
was the number one factor in their purchasing decisions.'*

129 CR at III-1, PR at I1I-1.
130 CR/PR at Table III-1.

131 MagPro produced *** metric tons of pure magnesium in *** and *** metric tons in the first half of 2010. CR
at [11-6 n.14, PR at I1I-4 n.14.

132 The Commission received responses to its U.S. Producer Questionnaire from the following five secondary
producers: Amacor, KB Alloys, MagPro, MagReTech, and Spartan. CR at III-2, PR at III-2. KB Alloys is a
magnesium/aluminum alloyer. CR at III-5, PR at ITI-3. Spartan is a die caster that produces alloy magnesium for
internal consumption from internally generated scrap and scrap that it purchases. CR at III-8, PR at III-5. Two other
firms that may be secondary producers — Rossborough and Meridian Technologies — did not respond to the U.S.
Producer Questionnaire. CR at I1I-3 n.8, PR at III-2 n.8.

133 CR at I1I-2, PR at II1-2.
134 CR/PR at Table IV-12.
135 Hearing Transcript at 27-28 and 194-195 (Gurley), and CR/PR at Table IV-17, IV-18, and IV-19.

136 The market share of nonsubject suppliers ranged from *** percent to *** percent during the original period of
investigation, and from *** percent to *** percent during the period of review. CR/PR at Table I-1.

37 Kramer, Deborah A., “Magnesium,” Minerals Yearbooks 2004-08, U.S. Department of the Interior, U.S.
Geological Survey. The U.S. market share of imports from Canada fell from *** percent in 2004 to *** percent in

2009, and the U.S. market share of imports from Israel increased from *** percent to *** percent in this period.
CR/PR at Table C-1.

138 CR at 1I-39, PR at 11-20-21.
139 CR at 11-42 and Table 1I-10, PR at I1-23 and Table 1I-10.
140 CR at 11-39 and Table 11-8, PR at II-20-21 and Table II-8.
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We find that the foregoing conditions of competition are likely to prevail for the reasonably
foreseeable future and thus provide an adequate basis by which to assess the likely effects of revocation
within the reasonably foreseeable future.

C. Revocation Of the Antidumping Duty Order On Alloy Magnesium From China
Would Be Likely To Lead To Continuation or Recurrence of Material Injury
Within a Reasonably Foreseeable Time'*

1. Likely Volume of Subject Imports
a. The Original Determinations

The Commission found the volume of cumulated subject imports increased by 70.2 percent over
the period of investigation, while apparent U.S. consumption of magnesium fell by *** percent. The
market share of subject imports ***, rising from *** percent of apparent U.S. consumption in 2000, to
*#% percent in 2003, at the same time as the domestic industry’s market share declined (although not to
the same degree). The ratio of subject imports to production increased *** during the period of
investigation, rising from *** percent in 2000 to *** percent in 2003. The Commission found that the
volume of cumulated subject imports of magnesium, and the increase in that volume, both in absolute
terms and relative to production and consumption in the United States, were significant.'*

b. The Current Reviews

The record indicates that the antidumping duty order has led to the reduced presence of subject
imports in the U.S. market. Since the imposition of the antidumping duty order in 2005, subject imports
from China have been largely absent from the U.S. market. Only 36 metric tons of alloy magnesium from
China subject to the antidumping duty order entered the United States in 2005, and no more than 287
metric tons entered the United States in any year since then.'"

The record indicates that Chinese producers have the capability to significantly increase
shipments of subject magnesium to the United States within the reasonably foreseeable future. As noted
above, the four Chinese producers that provided information in these reviews reported rapidly expanding
capacity, production, and shipments. Collectively, these firms had *** metric tons of excess capacity in
2009.'"** Because these four firms account for only an estimated *** percent of total production of alloy
magnesium in China in 2009, the actual capability of the Chinese alloy magnesium industry to increase its
shipments to the United States is likely much larger. Overall, based on published data, the Chinese
magnesium industry (encompassing pure and alloy magnesium) has developed rapidly to become the
world’s largest manufacturer and exporter, with the capacity to produce 953,000 metric tons and

141 Commissioner Lane cumulates the subject imports from China and Russia. She finds that revocation of the
orders on China and Russia would lead to a continuation or recurrence of material injury within a reasonably
foreseeable time. She joins in the remainder of these views, except where noted. She points out that for the purpose
of the following discussion she considers cumulated subject imports from both countries rather than separately
considering subject imports from each country. The data she relies upon include the subject imports from both
China and Russia.

2 Confidential Views in Original Injury Determinations at 23-24.
143 CR/PR at Table C-1.

144 These four producers’ capacity grew from *** metric tons in 2004 to *** metric tons in 2009, and their
production grew from *** metric tons to *** metric tons in the same period. CR/PR at Table IV-12.
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accounting for *** percent of global magnesium capacity in 2008."* A recent report indicates that the
Chinese magnesium industry is continuing plans to quadruple its capacity within the next five years.'*

If the antidumping duty order were revoked, it is likely that significant volumes of Chinese alloy
magnesium would be targeted toward the U.S. market. Based on the information obtained in these
reviews, subject Chinese producers have come to rely to a significant degree on export markets, as they
increased their capacity, and the relative importance of the home market has declined over the period of
review.'"”” The elimination of a value added tax rebate on magnesium exports in 2006 and the imposition
of a 10 percent export tax in 2008 appear to have done little to dampen Chinese magnesium exports.'**

Furthermore, Chinese producers can easily switch production from pure magnesium to alloy
magnesium, which is exactly what happened during the original period of investigation after pure
magnesium from China became subject to antidumping duties.'* Given the existing U.S. antidumping
duty orders now in place against Chinese pure magnesium, and the incentive of magnesium producers to
operate at full capacity (to avoid the deterioration of electrolytic cells),”® Chinese magnesium producers
would again have a powerful incentive to switch production to export large volumes of alloy magnesium
to the United States if this order were revoked."!

In light of the foregoing considerations, we conclude that, upon revocation of the order, the likely
volume of subject imports from China would be significant, both in absolute terms and as a share of the
U.S. market.

2. Likely Price Effects of Subject Imports
a. The Original Determinations

The Commission found that subject imports of magnesium from China and Russia were generally
substitutable for the domestic like product. The quarterly price comparison data showed substantial
underselling by subject imports during most of the period of investigation. Overall, subject imports
undersold the domestic product in 54 of 74 possible quarterly price comparisons. The price comparison
data also indicate that subject imports depressed domestic prices to a significant degree during the part of
the period of investigation preceding the filing of the petition. The Commission observed that the
instances of overselling by subject imports occurred largely in the first three quarters of 2004, and may
have been attributed at least in part to the filing of the petition leading to the investigations. The
Commission explained that because subject imports were more likely than the domestic product to be sold
on the spot market, and because spot prices were quicker to change in response to market conditions than
contract prices, it would expect the prices of subject imports to increase more quickly than domestic
prices during a period of rising prices. The Commission also noted that purchasers confirmed a number

145 CR/PR at Table IV-20. The Chinese total magnesium industry’s capacity expanded to 1.3 million metric tons
in 2009. Id. Because data on world magnesium capacity are not available for 2009, China’s share of global
production in that year is not known.

146 CR at IV-32, PR at IV-16.

7 For the four responding firms, shipments to the home market declined from *** percent of total shipments in
2004 to *** percent in 2009, while exports grew from *** percent of total shipments in 2004 to *** percent in 2009.
CR/PR at Table IV-12.

48 CR at IV-38, PR at IV-19.
¥ Original Injury Determinations at 17.
150 CR at 1-34 n.47, PR at 1-23 n.47.

131 Brazil’s imposition of antidumping duties on alloy magnesium from China in 2005 further suggests that
Chinese producers will look to the U.S. market if the order is lifted. CR at IV-37, PR at IV-19.
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of the lost sales and lost revenue allegations made by petitioners, and that these instances of lost sales and
lost revenues involved substantial tonnage. Based on this evidence, the Commission found that
cumulated imports of magnesium from China and Russia undersold the domestic like product and
depressed domestic prices to a significant degree.'*

b. The Current Reviews

In these reviews, the Commission sought pricing data for subject imports and domestically
produced alloy magnesium for sales to aluminum producers and to die casters. Subject imports from
China were reported in only one quarter (the first quarter of 2004), and in this quarter those subject
imports undersold the domestic product at a margin of *** percent.'>

As explained above, revocation of the order would be likely to lead to a significant increase in the
volume of subject imports. In light of the continued importance of price in purchasing decisions and the
substitutability of the domestic like product and subject imports from China, the demonstrated willingness
of Chinese producers to undersell the domestic like product to gain market share during the original
investigations, and the higher magnesium prices in the United States than in other markets,'** we conclude
that, if the order were revoked, large volumes of subject imports from China would likely undersell the
domestic like product in order to gain market share, forcing U.S. producers either to lower prices or risk
losing market share. We therefore conclude that, were the order to be revoked, subject imports from
China would likely significantly undersell the domestic like product and those imports would have a
significant depressing or suppressing effect on prices for the domestic like product within a reasonably
foreseeable time.

3. Likely Impact of Subject Imports'>
a. The Original Determinations

The Commission found that cumulated subject imports were having a significant adverse impact
on the domestic magnesium industry. Most of the domestic industry’s trade and financial indicators were
unfavorable and worsened during the period of investigation, until interim 2004, when the petition in
these investigations was filed. The Commission recognized that the domestic industry’s performance
improved at the end of the period of investigation, especially in interim 2004, but it attributed this
improvement, at least in part, to the pendency of the investigations.

12 Original Injury Determinations at 18-20.
153 CR at V-20, PR at V-7.
154 See, e.g., CR/PR at Figure V-5.

'35 The SAA states that in assessing whether the domestic industry is vulnerable to injury if the order is revoked,
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 may also demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” SAA at
885, 19 U.S.C. § 1675a(a)(4). Section 752(a)(6) of the Tariff Act states that “the Commission may consider the
magnitude of the margin of dumping or the magnitude of the net countervailable subsidy” in making its
determination in a five-year review. 19 U.S.C. § 1675a(a)(6). The statute defines the “magnitude of the margin of
dumping” to be used by the Commission in five-year reviews as “the dumping margin or margins determined by the
administering authority under section 1675a(c)(3) of this title.” 19 U.S.C. § 1677(35)(C)(iv). See also SAA at 887.

Commerce expedited its review of alloy magnesium from China and found that revocation of the
antidumping duty order would be likely to lead to continuation or recurrence of dumping at the following margins:
49.66 percent for Tianjin Magnesium International Co., Ltd. and Beijing Guangling Jinghua Science & Technology
Co., Ltd., and 141.49 percent for all other companies in China. 75 Fed. Reg. 38983 (July 7, 2010).
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The Commission considered, and rejected, respondents’ arguments that any injury to the domestic
industry was caused by factors other than the subject imports. These other factors identified by
respondents included: costs incurred by Magcorp and US Magnesium in connection with Magcorp’s
bankruptcy and modernization efforts; alleged corporate mismanagement of Magcorp and US Magnesium
and alleged financial looting of Magcorp by its corporate parent; lawsuits against Magcorp and US
Magnesium by the U.S. Environmental Protection Agency; a lawsuit against US Magnesium by
Magcorp’s bankruptcy trustee; rising energy costs; and over-supply by nonsubject imports, particularly
imports from Noranda’s Magnola plant in Canada.'*

b. The Current Reviews

The domestic industry’s performance was mixed over the period of review. Broadly speaking,
most indicators fluctuated or improved over the period, before falling sharply in 2009, when demand for
magnesium collapsed, and then recovering somewhat in interim 2010 as compared with interim 2009.
The most notable exception to this trend was in the financial performance of the domestic industry, which
was *** in the last two years of the period of review, especially in 2009.

The domestic industry’s market share increased irregularly over the period of review, rising from
*** percent in 2004 to *** percent in 2009. The industry’s production declined from 2004 to 2005, and
then increased irregularly until 2009, when it fell ***.'7 Production was *** higher in interim 2010 than
in interim 2009."* After declining from 2004 to 2005, the industry’s capacity generally rose over the
period of review.'” Capacity utilization fluctuated over the period, before falling *** in 2009, and then
showing some improvement in interim 2010 as compared with interim 2009.' Domestic producers’ U.S.
shipments showed a similar pattern.'”’ Inventories fluctuated over the period of review, with a ***
increase in 2008.'%

'3 Original Injury Determinations at 18-20.

57 The domestic industry’s production was *** metric tons in 2004, *** metric tons in 2005, *** metric tons in
2006, *** metric tons in 2007, *** metric tons in 2008, and *** metric tons in 2009. CR/PR at Table C-1.

158 The domestic industry’s production was *** metric tons in interim 2010, as compared with *** metric tons in
interim 2009. CR/PR at Table C-1.

'3 The domestic industry’s capacity was *** metric tons in 2004, *** metric tons in 2005, *** metric tons in
2006, *** metric tons in 2007, *** metric tons in 2008, and *** metric tons in 2009. CR/PR at Table C-1. The
domestic industry’s capacity was *** metric tons in interim 2010, as compared with *** metric tons in interim 2009.
CR/PR at Table C-1. The decline in the industry’s capacity from 2004 to 2005 was *** attributable to a fire at
Amacor’s plant in 2005, which temporarily forced that firm to curtail its production. CR at III-3 and Table III-3, PR
at [II-2 and Table III-3.

1% The domestic industry’s capacity utilization was *** percent in 2004, *** percent in 2005, ***
percent in 2006, *** percent in 2007, *** percent in 2008, and *** percent in 2009. The domestic industry’s
capacity utilization was *** percent in interim 2010, as compared with *** percent in interim 2009. CR/PR at Table
C-1.

1! The domestic industry’s U.S. shipments were *** metric tons in 2004, *** metric tons in 2005, *** metric

tons in 2006, *** metric tons in 2007, *** metric tons in 2008, and *** metric tons in 2009. CR/PR at Table C-1.
The domestic industry’s U.S. shipments were *** metric tons in interim 2010, as compared with *** metric tons in
interim 2009. CR/PR at Table C-1.

162 The domestic industry’s year-end inventories were *** metric tons in 2004, *** metric tons in 2005, ***
metric tons in 2006, *** metric tons in 2007, *** metric tons in 2008, and *** metric tons in 2009. CR/PR at Table
C-1. The domestic industry’s end-of-period inventories were *** metric tons in interim 2010, as compared with ***
metric tons in interim 2009. CR/PR at Table C-1.
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Employment indicators in the domestic industry generally fluctuated over the period of review.'®®
Productivity fluctuated over the period, before falling *** in 2009, and then showing some improvement
in interim 2010 as compared with interim 2009.'%

The industry’s financial performance showed a different trend, with mixed and generally weak
results in the 2004-2007 period, followed by increasingly *** results in 2008 and 2009, which also carried
over into interim 2010, as compared with interim 2009. After registering mainly *** in the first four
years of the period of review, the industry’s operating margin *** percent in 2008 and *** percent in
2009.' A comparison of the interim periods shows further improvement.'® '*’ In addition, the unit
values of the industry’s U.S. shipments and net sales generally rose over the period reviewed, even as
costs and selling, general and administrative expenses increased.'®® The industry’s *** financial
performance allowed it to *** '®

In light of the domestic industry’s *** financial performance at the end of the period of review,
even at a time of *** depressed demand in 2009, we do not find that the industry is currently vulnerable to
material injury. In this connection, we also note that many magnesium market participants anticipate
some improvement in domestic demand in the reasonably foreseeable future.'”

Notwithstanding this finding that the domestic industry is not currently vulnerable to material
injury, given the generally substitutable nature of subject imports from China and the domestic like
product, and the huge amount of Chinese production capacity, we find that the significant likely volume
of low-priced subject alloy magnesium, when combined with the likely adverse price effects of those
imports, would likely have a significant adverse impact on the production, shipments, sales, and revenue
levels of the domestic industry. This reduction in the industry’s production, shipments, sales, and
revenue levels would have a direct adverse impact on the industry’s profitability and employment levels,
as well as its ability to raise capital and make and maintain necessary capital investments. We also note
that the segment of the domestic industry that would be most directly affected by a resumption of
significant volumes of low-priced imports of alloy magnesium from China — namely the producers of
alloy magnesium in the United States — has ***,'!

13 The number of production and related workers in the industry was *** in 2004, *** in 2005, *** in 2006, ***
in 2007, *** in 2008, *** in 2009, *** in interim 2009, and *** in interim 2010. CR/PR at Table C-1. Hours
worked were *** in 2004, *** in 2005, *** in 2006, *** in 2007, *** in 2008, *** in 2009, *** in interim 2009,
and *** in interim 2010. Id.

164 Productivity, measured in tons/1,000 hours was *** in 2004, *** in 2005, *** in 2006, *** in 2007, *** in
2008, *** in 2009, *** in interim 2009, and *** in interim 2010. CR/PR at Table C-1.

165 The industry recorded *** in 2004, *** in 2005, *** in 2006, *** in 2007, and *** in 2008 and *** in 2009.
CR/PR at Table C-1. The industry’s operating income/(loss) ratios were *** percent in 2004, *** percent in 2005,
*** percent in 20006, *** percent in 2007, *** percent in 2008, and *** percent in 2009. Id.

1% The industry had operating *** in interim 2010, as compared with *** in interim 2009. CR/PR at Table C-1.
Its operating *** ratio was *** percent in interim 2010, as compared with *** percent in 2009. Id.

17 Capital expenditures fluctuated over the period, and were *** in 2008 and 2009. CR/PR at Table C-1. The
industry’s research and development expenses were ***, CR/PR at Table I1I-18 n.1.

168 CR/PR at Table C-1.

169 %% of the domestic industry’s capital expenditures were *** on capacity expansions during the period of
review. CR/PR at Table I1I-18 and US Magnesium Prehearing Brief at 42 and Exh. 12.

170 CR at 11-26 and Table I11-4, PR at 1I-14 and Table I1-4.

171

Compare CR/PR at Table C-1 with Table C-3. For example, the operating income ratio of the alloy
magnesium producing segment was *** percent in 2008 and *** percent in 2009, as compared with *** percent and
*** percent for the industry as a whole. We recognize that imports of alloy magnesium from China are likely to
compete not only with the alloy magnesium segment of the industry, but also with the pure magnesium segment, as
(continued...)

29



In conducting our analysis of likely impact, we have also considered the likely effect of such
other factors as nonsubject imports and imports from Russia on the domestic industry. Nonsubject
imports were present in the U.S. market in substantial quantities throughout the period of review.'”” The
most significant suppliers of nonsubject imports were Canada, China (pure magnesium), and Israel.'”
The average unit values (“AUVs”) of U.S. shipments of nonsubject imports were significantly higher than
those of the domestic industry in every year of the period of review.'” Given that the presence of
nonsubject imports in substantial quantities throughout the period of review did not prevent the domestic
industry from achieving *** financial results at the end of the period, and that nonsubject imports appear
to have been sold at much higher prices than the domestic like product, the likely presence of nonsubject
imports does not detract from our finding that subject imports from China will likely have a material
adverse impact on the domestic industry if the order is revoked. We have also considered the role of
imports from Russia, which we have not cumulated with imports from China. As discussed below, we
find that revocation of the order on magnesium from Russia is not likely to lead to continuation or
recurrence of material injury to the domestic industry within a reasonably foreseeable time, and thus any
imports from Russia also do not detract from our finding that subject imports from China will likely have
a material adverse impact on the domestic industry if the order is revoked.

Accordingly, we conclude that, if the antidumping duty order on alloy magnesium from China
were revoked, subject imports would be likely to have a significant adverse impact on the domestic
industry within a reasonably foreseeable time.'”

171 (...continued)
they did in the original investigations. Original Injury Determinations at 9 and 14.

172 The market share of nonsubject imports fluctuated during the period, from *** percent of apparent U.S.
consumption in 2004 to *** percent in 2005. It was *** percent in 2009. CR/PR at Table C-1.

!> CR/PR at Table C-1. Because of the shutdown of the magnesium industry in Canada towards the end of the
period of review, there are not likely to be significant nonsubject imports from Canada in the reasonably foreseeable
future.

1" See CR/PR at Table C-1. For example, in 2009, the AUV per metric ton of U.S. shipments of nonsubject
imports was *** as compared with the domestic industry’s AUV of ***,

175 Spartan and NADCA argue that the alloy magnesium industry would benefit from the revocation of the orders.
They contend that high alloy magnesium prices in the United States, relative to the rest of the world, have caused
domestic demand for alloy magnesium to fall, as die casting has moved offshore and some end users of die castings
(such as the automotive industry) have been reluctant to design magnesium parts into their products.
Spartan/NADCA argue that the dumping law permits the Commission to take into account the effects of the orders
on consumers of the subject merchandise. They point to 19 U.S.C. § 1675a(a)(4), which instructs the Commission,
in evaluating the likely impact of subject imports on the domestic industry, to “consider all relevant economic
factors, which are likely to have a bearing on the state of the industry in the United States.” Spartan/NADCA
Posthearing Brief at 8-11. It has long been recognized, however, that “the antidumping law is not to be concerned
with effects on U.S. purchasers . . . .”, Mitsubishi Electric Corp. v. United States, 700 F. Supp. 538, 559 (Ct. Int’l
Trade 1988), aff’d, 898 F.2d 1577 (Fed. Cir. 1990). See also, USX Corp. v. United States, 682 F. Supp. 60, 67 (Ct.
Int’l Trade 1988) (“Congress has made a judgment that causally related injury to the domestic industry may be
severe enough to justify relief from less than fair value imports even if from another viewpoint the economy could be
said to be better served by providing no relief.”) (noting the statute’s focus on “injury to industry” not injury to
“competition”). Moreover, Spartan and NADCA’s contention that the antidumping duty orders weakened demand
for magnesium die castings is not borne out by the evidence in the record. NADCA data show that, during the
period of review, demand for aluminum die castings declined at a rate comparable to that for magnesium die
castings. US Magnesium Posthearing Brief at 10 and Exh. 2.
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4, Conclusion

For the foregoing reasons, we determine that revocation of the antidumping duty order on alloy
magnesium from China would be likely to lead to continuation or recurrence of material injury to the
domestic industry within a reasonably foreseeable time.'"

D. Revocation Of the Antidumping Duty Order On Alloy and Pure Magnesium From
Russia Would Not Be Likely To Lead To Continuation or Recurrence of Material
Injury Within a Reasonably Foreseeable Time'"”

1. Likely Volume of Subject Imports

A summary of the original determinations is presented above in subsection V.C.1.

Following imposition of the antidumping duty order in 2005, subject imports from Russia
declined from their pre-order levels, but remained at significant levels for several years before declining
to insignificant levels at the end of the period of investigation.'”® Russia ceased exporting alloy
magnesium to the United States after 2005; in other words, all subject imports after that were pure
magnesium.'”

As explained above, the capacity, production, and shipments of the Russian magnesium industry
have declined *** since the original investigations.'® These declines were *** for alloy magnesium than

176 We disagree with Spartan and NADCA’s position that the “reasonably foreseeable future” should, in these
reviews, be interpreted as one year because, according to Spartan and NADCA, “this is consistent with the typical
length of contracts for U.S. purchasers of magnesium.” Spartan/NADCA Posthearing Brief, Appendix at 52.
According to the URAA Statements of Administrative Action, the appropriate time frame for consideration of the
effects of revocation contemplated by the phrase “reasonably foreseeable time” will vary from case to case, but
normally will concern a longer period of time than the “imminent” time frame applicable in threat analysis in
original determinations. H.R. Rep. No. 316, 103d Cong., 2d Sess., vol. 1, at 887 (1994). Our assessment of the
appropriate time frame in a review is generally informed by the conditions of competition relevant to that review.
See Low Enriched Uranium from France, Inv. No. 731-TA-909 (Review), USITC Pub. 3967 (December 2007) at 16
& n. 103 (noting that factors unique to the uranium industry, including the use of long-term contracts, supported use
of a somewhat longer period of time into the future than is ordinarily the case), and at 17-18 & n. 117 (but rejecting
projections extending to “the next decade” as beyond a reasonably foreseeable time); Fresh and Chilled Atlantic
Salmon from Norway, Inv. Nos. 701-TA-302 and 731-TA-454 (Second Review), USITC Pub. 3835 (January 2006)
at 9-10 & n. 52 (three-year growth cycle for salmon). In these reviews, the record shows that at least some
producers had contracts for longer periods than one year. For example, ***. Thus, Spartan and NADCA's rationale
for limiting the “reasonably foreseeable future” to one year is not supported by the conditions of competition in the
magnesium industry.

"7 Commissioner Lane does not join this section.

'8 Subject imports from Russia were 23,439 metric tons in 2004, 12,573 metric tons in 2005, 13,038 metric tons
in 2006, 6,105 metric tons in 2007, 2,210 metric tons in 2008, and 315 metric tons in 2009; they were 298 metric
tons in interim 2010, as compared with 20 metric tons in interim 2009. CR/PR at Table C-1. The U.S. market share
of subject imports from Russia declined from *** percent in 2004 to *** percent in 2009. 1d.

17 CR/PR at Table IV-2.

'80 CR/PR at Table IV-17. We explain above why we do not rely on the USGS data on Russian capacity. US
Magnesium also argues that a new Russian magnesium plant with significant capacity, the Asbest plant, is expected
to come online in 2011 or 2013. US Magnesium Prehearing Brief at 28-30 and Posthearing Brief, Responses to
Questions, p. 17. We find, however, that the weight of the evidence on the record indicates that this plant, if it is
even built, is not likely to produce significant quantities of magnesium within a reasonably foreseeable time. See US

(continued...)
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for pure magnesium.'®' Moreover, one of the Russian producers, AVISMA, has been hampered by a
shortage of carnallite, the raw material that it uses in magnesium production,'® and an increasing
proportion of the Russian industry’s production has been directed towards its home market'®* and internal
consumption in the production of titanium sponge'® and is thus unavailable for export. We find that
these factors are likely to constrain Russian exports of the subject merchandise for the reasonably
foreseeable future. We also note that the two Russian magnesium producers currently sell a significant
proportion of their commercial production of magnesium to customers in Russia and in third countries
pursuant to long-term contracts. While these contracts typically have a one-year duration, the list of large
Russian customers supplied by the Russian producers has remained fairly consistent over time, indicating
longstanding supplier-customer relationships.'®® The evidence does not suggest that the Russian
producers would abandon their existing customers and redirect their commercial magnesium production
to the United States upon revocation of the order.

We recognize that the revocation of the order may lead to some increase in subject imports from
Russia, but, in light of reduced Russian production capacity, the constraints on expanding that capacity,
and Russian producers’ committed supply relationships with existing customers, we do not find that
subject imports from Russia are likely to enter the United States in significant volumes within a
reasonably foreseeable time if the order is revoked.

2. Likely Price Effects of Subject Imports

A summary of the original determinations is presented above in subsection V.C.2.

180 (...continued)
Magnesium Posthearing Brief, Exhibit 12 and SMW Posthearing Submission, Exhibit 4. US Magnesium also
contends that at least some of the capacity that the Russian industry shut down could be brought back online. US
Magnesium Prehearing Brief at 63-64. We note in this connection that even US Magnesium admits that “electrolytic
cells used to make primary magnesium must be kept in constant operation to avoid their deterioration and significant
rebuilding costs.” Id. at 43 and Hearing Transcript at 30 (Legge, US Magnesium). Thus it would be impractical and
expensive for AVISMA and SMW to bring back online electrolytic cells that were shuttered in ***, respectively.
AVISMA *** and CR/PR at Table IV-18.

181 See CR/PR at Table IV-16.

'82 Hearing Transcript at 194-195 (Gurley) and CR IV-51, PR at IV-16. AVISMA’s carnallite supplier, Uralkaly,
suffered a massive mine collapse in 2006, from which it has not recovered. Thereafter, AVISMA obtained enriched
carnallite from two suppliers: from *** and from Uralkaly (which, after its mine collapse, obtained raw carnallite
for enrichment from ***). As of the beginning of 2011, one of these suppliers, Uralkaly, shut down its carnallite
enrichment facilities after no longer being able to obtain raw carnallite from ***. Hearing Transcript at 194 (Gurley)
and AVISMA Prehearing Brief at 16-17 and Exhibit 7 and Posthearing Brief at Exhibit 1, p. 6 and Attachments C
and E.

'8 For example, in 2004, the Russian industry’s internal consumption and home market shipments accounted for
*** percent of total shipments and exports accounted for *** percent of shipments. In 2009, internal consumption
and home market shipments accounted for *** percent of total shipments and exports accounted for *** percent of
shipments. CR/PR at Table IV-17. The Russian industry’s exports of subject magnesium declined from *** metric
tons in 2004 to *** metric tons in 2009. Id.

'8¢ Hearing Transcript at 27-28 and 194-195 (Gurley), and CR/PR at Tables IV-18 and IV-19. As discussed
earlier, AVISMA is now part of VSMPO, which is primarily a titanium producer, and ***.

185 See AVISMA Posthearing Brief, Exhibit 1 at 28 (AVISMA expects that such long-term sales contracts will
account for almost *** percent of its total magnesium sales in 2011), and SMW Posthearing Submission at Exhibit 1
(listing SMW’s contracts).
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In these reviews, the Commission collected quarterly pricing data for four magnesium products.'

These data accounted for 77.7 percent of the quantity of U.S. producers’ U.S. shipments of magnesium
during the period of review and for 83.9 percent of total U.S. imports from Russia during that period."’
Prices for the U.S.-produced magnesium products increased *** over the period of review.'® In the
quarterly comparisons, subject imports from Russia oversold the domestic product in 19 out of 23
comparisons, with an average margin of 13.7 percent. Russian imports undersold the domestic product in
four comparisons, with an average margin of 11.2 percent.'®

As discussed above, in light of the diminished capacity and production of the magnesium
industry in Russia, as well as constraints on expanding that capacity, and the Russian industry’s
relationships with existing home market and third-country customers, we do not find that subject imports
from Russia are likely to enter the United States in significant quantities if the order is revoked. Thus, we
also do not find that Russian magnesium producers are likely to significantly undersell the domestic like
product to gain market share if the orders are revoked. Subject import volume and market share would be
too small in absolute and relative terms to have any significant adverse effects on domestic magnesium
prices. Moreover, domestic magnesium prices rose *** towards the end of the period of review, even
at a time of collapsing demand, making it unlikely that the modest volume of subject imports from Russia
would suppress or depress domestic magnesium prices to a significant degree. Accordingly, we conclude
that there is not likely to be significant underselling by the subject imports if the order is revoked, and
correspondingly, those imports would not be likely to have a significant depressing or suppressing effect
on prices for the domestic like product.

We are not persuaded by US Magnesium’s argument that higher prices in the United States than
in other markets will draw Russian imports to the United States in significant quantities.'” We note that
the AUVs of Russian producers’ sales in the United States were *** than the AUV of their sales in
Russia, Europe, and Asia for most years of the period of review, except 2008, when there was a large
increase in U.S. prices,”' suggesting that the United States will not necessarily be a more attractive
market for Russian producers than their home or third-country markets. We also note that, in 2008,
despite higher U.S. values, subject imports from Russia declined.'”> Moreover, even if the U.S. market
were to be relatively attractive, Russian magnesium producers are still subject to the constraints discussed
above. For these reasons, we find that revocation of the antidumping duty order likely would not lead to
significant underselling by the subject imports of the domestic like product, or to significant price
depression or suppression, within a reasonably foreseeable time.

3. Likely Impact of Subject Imports

A summary of the original determinations is presented above in subsection V.C.3.

As discussed above, we do not find that the domestic industry is currently vulnerable to material
injury. The domestic industry enjoyed *** financial results towards the end of the period of review, even
at a time of severely depressed demand. Moreover, any increase in imports of magnesium from Russia
would most likely consist of pure magnesium, given that the Russian industry’s capacity to produce alloy

186 CR at V-9, PR at V-4,

87 CR at V-10, PR at V-5.

'8 CR at V-19, PR at V-7.

18 CR at V-20-21, PR at V-7.

19 US Magnesium Prehearing Brief at 30.

1 CR/PR at Table IV-17 and CR at V-19, PR at V-7.
192 CR/PR at Table C-1.
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magnesium declined *** percent from 2003 to 2009,'”* and that Russia stopped exporting alloy
magnesium to the United States after 2005. The segment of the domestic industry that would be most
directly affected by any increase in imports of pure magnesium from Russia — namely the producers of
pure magnesium in the United States, principally US Magnesium — had *** than the domestic industry as
a whole."

The segment of the domestic industry producing pure magnesium also is somewhat insulated
from potential competition from Russian imports by the existence of long-term contracts between US
Magnesium and ***. For example, US Magnesium has contracts for *** quantities of pure magnesium
with *** and Allegheny Technologies Inc. (“ATI”)." The ATI contract is particularly significant, not
only because of its duration and the amounts of magnesium involved, but also because it would be
difficult for ATI to switch magnesium suppliers to another source.'”

As discussed above, in light of the reduced capacity and production of the magnesium industry in
Russia, as well as constraints on expanding that capacity, and the Russian industry’s relationships with
existing home market and third-country customers, subject imports from Russia are not likely to enter the
United States in significant quantities if the order is revoked. Any increase in imports from Russia would
be too small in absolute and relative terms to have any adverse effects on domestic magnesium prices.
Because revocation will likely result in neither an increase in subject import volume to a significant level
nor significant price effects, we find that significant declines in the domestic industry’s output, market
share, profits, productivity, return on investment, and capacity utilization are not likely, particularly in
light of the industry’s currently strong financial condition. We also find that revocation will not likely
result in significant effects on the domestic industry’s cash flow, inventories, employment, wages,
growth, ability to raise capital, investment, or development or production efforts. We consequently
conclude that revocation of the order is not likely to have a significant impact on the domestic industry.

CONCLUSION

For the foregoing reasons, we determine that revocation of the antidumping duty order on
magnesium from Russia would not be likely to lead to continuation or recurrence of material injury to the
domestic industry within a reasonably foreseeable time.

19 The Russian industry’s capacity to produce alloy magnesium ingot declined from *** metric tons in 2003 to
*** metric tons in 2009. CR/PR at Table IV-16.

19 Compare CR/PR at Table C-1 with Table C-2. For example, the operating income ratio of the pure magnesium

producing segment was *** percent in 2008 and *** percent in 2009, as compared with *** percent and *** percent
for the industry as a whole.

195 The *#*, Letter from King & Spalding to George Deyman, dated February 7, 2011. The ATI contract
stipulates that US Magnesium will supply ATI with ***. US Magnesium estimates that it will sell *** metric tons to
ATIin 2011. *** CR at V-51n.9, PR at V-3 n.9 and US Magnesium Posthearing Brief at Exhibit 6, US Magnesium
Memorandum. US Magnesium also has a long-term contract with ***. CR at V-4-5 and n.9, PR at V-3 and n.9.

19 ATD’s plant is located adjacent to US Magnesium’s plant. ATI ***_ As *** US Magnesium Posthearing
Brief at Exhibit 6, *** at para. 3.
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PART I: INTRODUCTION AND OVERVIEW
BACKGROUND

On March 1, 2010, the U.S. International Trade Commission (“Commission”) gave notice,’
pursuant to section 751(c) of the Tariff Act of 1930 (“the Act”),? that it had instituted reviews to
determine whether revocation of the antidumping duty order on alloy magnesium from China® and the
antidumping duty order on pure and alloy magnesium from Russia* would likely lead to the continuation
or recurrence of material injury to a domestic industry.® ® Effective June 4, 2010, the Commission
determined that it would conduct full reviews pursuant to section 751(c)(5) of the Act.” Information
relating to the background and schedule of the reviews is provided in the following tabulation.®?

! Commissioner Dean A. Pinkert is not participating in these reviews. Memorandum CO82-HH-021, April 6,
2010.

219 U.S.C.§ 1675 (C).

% The imported merchandise from China that is the subject of these reviews consists of alloy magnesium metal
products made from primary and/or secondary magnesium that contain 50 percent or greater, but less than 99.8
percent, magnesium by weight, that conform to an “American Society of Testing and Materials (“ASTM”)
Specification for Magnesium Alloy.” In addition to the antidumping duty order concerning alloy magnesium from
China that is the subject of these reviews, there is currently an antidumping duty order on pure magnesium ingot
from China (60 FR 25691, May 12, 1995) that was continued after affirmative first and second five-year reviews (65
FR 55047, September 12, 2000, and 71 FR 38860, July 10, 2006), and an antidumping duty order on pure
magnesium in granular form from China (66 FR 57936, November 19, 2001) that was continued after an affirmative
first five-year review (72 FR 14076, March 26, 2007). The pure magnesium orders also include “off-specification”
pure magnesium (alloy magnesium that contains 50 percent or greater but less than 99.8 percent magnesium by
weight, that does not conform to an ASTM specification for alloy magnesium). For purposes of the current five-year
reviews on alloy magnesium, “off-specification pure” magnesium from China is classified as nonsubject alloy
magnesium since, by definition, it contains less than 99.8 percent magnesium by weight. For a more detailed
description of the scope of the subject imports from China, see the section entitled The Subject Merchandise in Part |
of this report.

* The subject merchandise from Russia consists of pure and alloy magnesium metal products made from primary
and/or secondary magnesium that contain 50 percent or greater magnesium by weight, whether or not conforming to
an “ASTM Specification for Magnesium Alloy.” For a more detailed description of the scope of the subject imports
from Russia, see the section entitled The Subject Merchandise in Part | of this report.

5 All interested parties were requested to respond to this notice by submitting the information requested by the
Commission. Magnesium from China and Russia, 75 FR 9252, March 1, 2010.

® In accordance with section 751(c) of the Act, the U.S. Department of Commerce (“Commerce”) published a
notice of initiation of five-year reviews of the subject antidumping duty orders concurrently with the Commission’s
notice of institution. Initiation of Five-year (“‘Sunset™) Review, 75 FR 9160, March 1, 2010.

" The Commission determined that the domestic and respondent interested party group responses were adequate.
Magnesium from China and Russia, 75 FR 35086, June 21, 2010.

8 The Commission’s notice of institution, notice to conduct full reviews, scheduling notice, and statement on
adequacy appear in app. A and may also be found at the Commission’s web site (internet address www.usitc.gov).
Commissioners’ votes on whether to conduct expedited or full reviews may also be found at the web site.
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Effective date Action
April 15, 2005 Commerce’s antidumping duty orders (70 FR 19928-19931)
Commission’s institution (75 FR 9252) and Commerce’s initiation (75 FR 9160)
March 1, 2010 of first five-year review
June 4, 2010 Commission’s decision to conduct full reviews (75 FR 35086, June 21, 2010)
July 7, 2010 Commerce’s final results of expedited reviews (75 FR 38983)
July 28, 2010 Commission’s scheduling of the reviews (75 FR 48360, August 10, 2010)
December 7, 2010 Commission’s hearing®
February 10, 2011 Commission’s vote
February 24, 2011 Commission’s determinations transmitted to Commerce
! The list of hearing witnesses is provided in app. B.

THE ORIGINAL INVESTIGATIONS

On February 27, 2004, a petition was filed with Commerce and the Commission alleging that an
industry in the United States was materially injured, or threatened with material injury, by reason of
dumped imports of alloy magnesium from China and pure and alloy magnesium from Russia.® On
February 24, 2005, Commerce published its final determinations in the Federal Register.”® Commerce’s
final weighted-average dumping margins for alloy magnesium from China and for pure and alloy
magnesium from Russia, as amended in the antidumping duty orders,** are presented in the tabulation on
the following page:

® The petition was filed by primary magnesium producer US Magnesium Corp. (“US Magnesium™) (successor
company to Magnesium Corp. of America (“Magcorp”), Salt Lake City, UT; the United Steelworkers of America,
Local 8319 (“Local 8319”), Salt Lake City, UT; and the Glass, Molders, Pottery, Plastics & Allied Workers
International, Local 374 (“Local 374”), Long Beach, CA. Local 8319 represented workers at US Magnesium’s
production facility in Rowley, UT. Local 374 represented workers at secondary magnesium producer Halaco
Engineering Co. (“Halaco”) in Oxnard, CA. Halaco ceased production of magnesium in 2004.

10 Final Determination of Sales at Less Than Fair Value and Affirmative Critical Circumstances: Magnesium
Metal From the People’s Republic of China, 70 FR 9037, February 24, 2005; and Magnesium Metal from the
Russian Federation: Notice of Final Determination of Sales at Less Than Fair Value, 70 FR 9041, February 24,
2005.

! Notice of Antidumping Duty Order: Magnesium Metal From the People’s Republic of China, 70 FR 19928,
April 15, 2005; and Notice of Antidumping Duty Order: Magnesium Metal From the Russian Federation, 70 FR
19930, April 15, 2005.
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Weighted-average dumping
Country/exporter margins (percent ad valorem)

China

Tianjin Magnesium International Co., Ltd. 49.66

Beijing Guangling Jinghua Science & Technology Co., Ltd. 49.66

All others 141.49
Russia

JSC AVISMA Titanium-Magnesium Works 21.71

Solikamsk Magnesium Works 18.65

All others 21.01

The Commission made its final affirmative injury determinations on April 4, 2005,'? and Commerce
issued the antidumping duty orders on U.S. imports of alloy magnesium from China and pure and alloy
magnesium from Russia on April 15, 2005.%

SUMMARY DATA

Table I-1 presents a summary of data from the original investigations and from these reviews;
figure 1-1 shows subject U.S. imports of alloy magnesium from China and pure and alloy magnesium
from Russia since 2000. A summary of data collected in the reviews is presented in appendix C,
table C-1 (all magnesium), table C-2 (pure magnesium), table C-3 (alloy magnesium), and table C-4 (data
for U.S. grinders of magnesium). Reproductions of the summary tables from the Commission’s staff
report from the original final investigations that present summary data for annual periods 2000-03 are also
provided in appendix C.*

12 Magnesium from China and Russia: Determinations, 70 FR 19969, April 15, 2005.

1% Notice of Antidumping Duty Order: Magnesium Metal From the People’s Republic of China, 70 FR 19928,
April 15, 2005; and Notice of Antidumping Duty Order: Magnesium Metal From the Russian Federation, 70 FR
19930, April 15, 2005.

1 These reproductions retain their original final staff report table and page numbers and are identified in appendix
C as follows: (1) pure magnesium: table C-4 (reproduced from original final staff report), (2) alloy magnesium:
table C-5 (reproduced from original final staff report), and (3) all magnesium (pure and alloy): table C-6
(reproduced from original final staff report).
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Table I-1

Magnesium: Summary data from the original investigations and the current reviews, 2000-09

Table I-1--Continued

Magnesium: Summary data from the original investigations and the current reviews, 2000-09

(Quantity=metric tons; value=1,000 dollars; unit values, unit labor costs, and unit financial data are per metric ton)

Item 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
U.S. imports from—
Subject sources:
China:
Quantity 6,671 9,321 11,964 12,906 13,262 36 34 46 287 142
Value! 13,497 18,744 20,613 24,020 35,765 89 101 129 1,697 723
Unit value® $2,023 $2,011 $1,723 $1,861 $2,697 $2,452 $2,918 $2,781 $5,907 $5,091
Russia:
Quantity 13,685 11,902 16,668 21,745 23,439 12,573 13,038 6,105 2,210 315
Value! 36,087 23,758 32,896 41,517 50,843 32,162 29,616 14,198 8,475 1,421
Unit value® $2,637 $1,996 $1,974 $1,909 $2,169 $2,558 $2,272 $2,326 $3,835 $4,505
Subtotal, subject:
Quantity 20,356 21,223 28,632 34,651 36,701 12,610 13,072 6,152 2,498 458
Value! 49,584 42,502 53,508 65,537 86,609 32,251 29,717 14,327 10,172 2,144
Unit value® $2,436 $2,003 $1,869 $1,891 $2,360 $2,558 $2,273 $2,329 $4,073 $4,687

Table continued on following page.
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Table I-1--Continued

Magnesium: Summary data from the original investigations and the current reviews, 2000-09

(Quantity=metric tons; value=1,000 dollars; unit values, unit labor costs, and unit financial data are per metric ton)

Item 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
U.S. imports from—
Nonsubject sources:
Canada:
Quantity 30,364 16,685 34,075 24,956 26,265 31,003 29,108 15,261 3,228 733
Value! 94,194 50,094 92,632 69,223 77,352 99,703 87,626 53,304 17,921 3,543
Unit value! $3,102 $3,002 $2,718 $2,774 $2,945 $3,216 $3,010 $3,493 $5,552 $4,833
China:
Quantity 15,506 3,151 173 101 6,812 1,503 335 3,476 19,113 4,968
Value! 33,872 6,726 304 257 16,255 4,246 809 11,386 | 106,024 25,196
Unit value! $2,184 $2,135 $1,761 $2,535 $2,386 $2,826 $2,415 $3,276 $5,547 $5,071
Israel:
Quantity 8,623 7,890 8,419 5,747 13,320 15,074 10,757 17,188 26,148 16,491
Value! 31,432 24,336 22,013 14,267 41,228 54,172 31,316 50,915 101,055 65,320
Unit value! $3,645 $3,085 $2,615 $2,483 $3,095 $3,594 $2,911 $2,962 $3,865 $3,961
All other countries:
Quantity 7,857 9,236 4,104 3,902 7,256 12,453 5,919 8,906 7,612 4,011
Value! 27,917 29,964 13,673 12,850 24,131 40,524 21,631 31,752 47,519 27,062
Unit value! $3,553 $3,244 $3,331 $3,293 $3,326 $3,254 $3,655 $3,565 $6,243 $6,748

Table continued on following page.
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Table I-1--Continued

Magnesium: Summary data from the original investigations and the current reviews, 2000-09

(Quantity=metric tons; value=1,000 dollars; unit values, unit labor costs, and unit financial data are per metric ton)

Item 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
U.S. imports from—
Nonsubject sources:
Subtotal, nonsubject:
Quantity 62,351 36,962 46,771 34,706 53,653 60,033 46,119 44,831 56,101 26,203
Value! 187,415 111,119 | 128,622 96,597 158,966 | 198,645| 141,382 | 147,358 | 272,520 121,121
Unit value® 3,006 3,006 2,750 2,783 $2,963 $3,309 $3,066 $3,287 $4,858 $4,622
All countries:
Quantity 82,706 58,185 75,403 69,356 90,355 72,642 59,191 50,982 58,599 26,661
Value! 236,999 153,622 | 182,130 162,134 § 245,575| 230,895| 171,099 | 161,685| 282,692 | 123,265
Unit value® $2,866 $2,640 $2,415 $2,338 $2,718 $3,179 $2,891 $3,171 $4,824 $4,623

Table I-1--Continued

Magnesium: Summary data from the original investigations and the current reviews, 2000-09

*

*

*

*

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

! Values presented for U.S. imports are landed, duty-paid values and unit values of U.S. imports were calculated based on landed, duty-paid values.

Source: Data presented for 2000-03 were compiled from data presented in Magnesium from China and Russia: Inv. Nos. 731-TA-1071-1072
(Final)-Corrections to the Staff Report, INV-CC-034, March 16, 2005, table C-6; data presented for 2004-09 were compiled from data submitted in response to
Commission questionnaires in these five-year reviews and from official Commerce statistics.

Note.—Data for 2000 were collected during the preliminary phase of the original investigations. Data for 2001-03 were collected during the final phase of the
original investigations. Data for 2004-09 were collected during these first five-year reviews of the orders. Comparisons of the data between these three periods
should be made with caution because the basis on which they were calculated is not necessarily consistent.




Figure I-1

Magnesium: Subject U.S. imports of alloy magnesium from China and pure and alloy magnesium

from Russia, 2000-09
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Source: Magnesium from China and Russia: Inv. Nos. 731-TA-1071-1072 (Final)-Staff Report, INV-CC-031,
March 11, 2005, table C-6 (for 2000-03 data, which were from official Commerce statistics), and official Commerce

statistics for 2004-09 data.

RELATED INVESTIGATIONS

Title VII Investigations and Reviews

Beginning in 1991, the Commission has conducted a series of Title VII investigations and five-
year reviews of existing orders on magnesium from six countries: Canada, China, Israel, Norway, Russia,
and Ukraine. Table I-2 presents actions taken by the Commission and Commerce with respect to these

proceedings.



Table |-2
Magnesium: Actions taken by the Commission and Commerce

Federal
Register
Action Date citation
Canada:*
Commission’s affirmative determinations in 701-TA-309 and 731-TA-528 (Final) 08/26/1992 57 FR 38696
Countervailing duty (“CVD") orders issued (C-122-814) (pure and alloy ingot) 08/31/1992 57 FR 39390
Antidumping duty (“AD”) order issued (A-122-814) (pure ingot) 08/31/1992 57 FR 39392
Institution of first five-year reviews of AD and CVD orders (full) 08/02/1999 64 FR 41961
Commission’s affirmative determinations in first five-year reviews 08/02/2000 65 FR 47517
Continuation of AD and CVD orders 08/16/2000 65 FR 49964
Revocation of AD order 12/07/2004 69 FR 70649
Institution of second five-year reviews of CVD orders (full) 07/01/2005 70 FR 38199
Commission’s negative CVD determinations in second five-year reviews 06/26/2006 71 FR 36359
Revocation of CVD orders 07/06/2006 71 FR 38382
China (Inv. No. 731-TA-696):?
Commission’s affirmative determination in 731-TA-696 (Final) 05/17/1995 60 FR 26456
AD order issued (A-570-832) (pure ingot) 05/12/1995 60 FR 25691
Institution of first five-year review (expedited) 04/03/2000 65 FR 17531
Commission’s affirmative determination in first five-year review 09/12/2000 65 FR 55047
Continuation of AD order 10/27/2000 65 FR 64422
Institution of second five-year review (full) 07/01/2005 70 FR 38101
Commission’s affirmative determination in second five-year review 06/26/2006 71 FR 36359
Continuation of AD order 07/10/2006 71 FR 38860
China (Inv. No. 731-TA-895):*
Commission’s affirmative determination in 731-TA-895 (Final) 11/20/2001 66 FR 58162
AD order issued (A-570-864) (pure granular) 11/19/2001 66 FR 57936
Institution of first five-year review (expedited) 10/02/2006 71 FR 58001
Commission’s affirmative determination in first five-year review 03/07/2007 72 FR 10258
Continuation of AD order 03/26/2007 72 FR 14076
China (Inv. No. 731-TA-1071):*
Commission’s affirmative determination in 731-TA-1071 (Final) 04/15/2005 70 FR 19969
AD order issued (A-570-896) (alloy) 04/15/2005 70 FR 19928
Institution of first five-year review (full) 03/01/2010 75 FR 9252
Israel:
Commission’s institution of 701-TA-403 and 731-TA-896 (Preliminary) 10/25/2000 65 FR 63888
Commission’s negative determinations in 701-TA-403 and 731-TA-896 (Final) 11/20/2001 66 FR 58162
Norway:
Commission’s institution of 701-TA-310 and 731-TA-529 (Preliminary) 09/12/1991 56 FR 46443
Commerce’s dismissal of CVD petition and termination of CVD proceeding 10/01/1991 56 FR 49748
Commission’s termination of CVD investigation (701-TA-310 (Preliminary)) 10/23/1991 56 FR 54887
Commerce’s final negative AD determination (A-403-803) (pure) and rescission of
investigation and partial dismissal of petition (alloy) 07/13/1992 57 FR 30942
Commission terminates AD investigation 731-TA-529 (Final) 08/04/1992 57 FR 34303

Table continued on following page.




Table I-2--Continued
Magnesium: Actions taken by the Commission and Commerce

Federal
Register
Action Date citation
Russia (731-TA-697):®
Commission’s affirmative determination in AD investigation 731-TA-697 (Final) 05/17/1995 60 FR 26456
AD order issued (A-821-805) (pure ingot) 05/12/1995 60 FR 25691
Institution of five-year review (expedited) 04/03/2000 65 FR 17531
Revocation of AD order 07/07/2000 65 FR 41944
Termination of five-year review 07/17/2000 65 FR 44076
Russia (731-TA-897):
Institution of 731-TA-897 (Preliminary) 10/25/2000 65 FR 63888
Commerce’s negative final AD determination (A-821-813) (pure ingot and granules) 09/27/2001 66 FR 49347
Commission terminates AD investigation 731-TA-897 (Final) 10/04/2001 66 FR 50680
Russia (731-TA-1072):°
Commission’s affirmative determination in 731-TA-1072 (Final) 04/15/2005 70 FR 19969
AD order issued (A-821-819) (pure and alloy) 04/15/2005 70 FR 19930
Institution of first five-year review (full) 03/01/2010 75 FR 9252
Ukraine:’
Commission’s affirmative determination in 731-TA-698 (Final) 05/17/1995 60 FR 26456
AD order issued (A-823-806) (pure ingot) 05/12/1995 60 FR 25691
Commission’s negative determination on remand June 1998 ®
Revocation of AD order 08/24/1999 64 FR 46182

! Based on its first five-year reviews, Commerce found the following weighted-average CVD margins: Norsk Hydro, 1.84 percent ad
valorem; and all others, 4.48 percent ad valorem (65 FR 41444, July 5, 2000). Based on its second five-year reviews, Commerce found
the following weighted-average CVD margins: all others, 6.34 percent ad valorem (pure magnesium); Magnola, 1.84 percent ad
valorem (alloy magnesium); and all others, 8.18 percent ad valorem (alloy magnesium) (70 FR 67140, November 4, 2005). Based on
its first five-year reviews, Commerce found the following weighted-average AD margins: Norsk Hydro Canada, 21.00 percent ad

valorem; and all others, 21.00 percent ad valorem (65 FR 41436, July 5, 2000). Excluded from the AD and CVD orders was Timminco
Canada. On October 7, 2004, an Extraordinary Challenge Committee issued a determination which affirmed the final remand opinion of
the Binational panel concerning alloy magnesium from Canada (69 FR 67703, November 19, 2004). Subsequently, Commerce revoked
the AD order on pure magnesium ingot from Canada retroactively effective August 1, 2000, after the NAFTA Binational Panel’s final
decision. Commerce revoked the CVD orders on pure and alloy magnesium ingot from Canada retroactively effective August 16, 2005
after the Commission’s negative second five-year review determinations.

2 The Commission made a negative determination with respect to alloy magnesium. In its first and second five-year reviews of the
orders, Commerce found the weighted-average AD margin to be 108.26 percent ad valorem (65 FR 47713, August 3, 2000; and 71 FR
580, January 5, 2006).

% In its original determination and its first five-year review of the order, Commerce found the weighted-average AD margin for
Minmetals to be 24.67 percent ad valorem and 305.56 percent ad valorem for all other manufacturers and exporters in China (66 FR
57936, November 19, 2001; and 72 FR 5417, February 6, 2007).

“In its original determination and its expedited first five-year review determination, Commerce found the weighted-average AD
margin for Tianjin Magnesium International Co., Ltd. and Beijing Guangling Jinghua Science & Technology Co., Ltd. to be 49.66 percent
ad valorem and 141.49 percent ad valorem for all other manufacturers and exporters in China (70 FR 19928, April 15, 2005; and 75 FR
38983, July 7, 2010).

® The Commission made a negative determination with respect to alloy magnesium. On September 5, 2000, Commerce issued a
correction to the revocation order making the effective date of revocation May 12, 2000, the fifth anniversary of the date of publication of
the original order (65 FR 53700, September 5, 2000).

¢ Commerce found a weighted-average AD margin of 21.71 percent ad valorem for JSC AVISMA Titanium-Magnesium Works, 18.65
percent ad valorem for Solikamsk Magnesium Works, and 21.01 percent ad valorem for all others.

" The Commission made a negative determination with respect to alloy magnesium.

& No corresponding Federal Register citation.

Source: Various Federal Register notices.




Other Investigations

On December 17, 1999, the Commission received a request from the United States Trade
Representative (“USTR”) for an investigation under section 332(g) of the Tariff Act of 1930 for the
purpose of providing advice concerning possible modifications to the U.S. Generalized System of
Preferences (“GSP”) for several products including alloy and granular magnesium. Subsequently, on
December 23, 1999, the Commission instituted investigation No. 332-410."> After a public hearing was
held on February 2, 2000, the Commission presented its advice to the USTR on March 16, 2000."° In a
Presidential Proclamation of June 29, 2000, the President added granular magnesium to the list of GSP-
eligible articles.'’

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory Criteria

Section 751(c) of the Act requires Commerce and the Commission to conduct a review no later
than five years after the issuance of an antidumping or countervailing duty order or the suspension of an
investigation to determine whether revocation of the order or termination of the suspended investigation
“would be likely to lead to continuation or recurrence of dumping or a countervailable subsidy (as the case
may be) and of material injury.”

Section 752(a) of the Act provides that in making its determination of likelihood of continuation or
recurrence of material injury--

(1) IN GENERAL.-- . . . the Commission shall determine whether revocation of
an order, or termination of a suspended investigation, would be likely to lead to
continuation or recurrence of material injury within a reasonably foreseeable time. The
Commission shall consider the likely volume, price effect, and impact of imports of the
subject merchandise on the industry if the order is revoked or the suspended investigation
is terminated. The Commission shall take into account--

(A) its prior injury determinations, including the volume, price
effect, and impact of imports of the subject merchandise on the industry
before the order was issued or the suspension agreement was accepted,

(B) whether any improvement in the state of the industry is
related to the order or the suspension agreement,

(C) whether the industry is vulnerable to material injury if the
order is revoked or the suspension agreement is terminated, and

(D) in an antidumping proceeding . . ., (Commerce’s findings)
regarding duty absorption . . ..

(2) VOLUME.--In evaluating the likely volume of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated, the
Commission shall consider whether the likely volume of imports of the subject

15 Advice Concerning Possible Modifications to the U.S. Generalized System of Preferences, 64 FR 73574,
December 30, 1999.

16 See Advice Concerning Possible Modifications to the U.S. Generalized System of Preferences, Inv. No. 332-
410, USITC Publication 3288 (March 2000).

7 Proclamation 7325 of June 29, 2000 to Modify Duty-Free Treatment Under the Generalized System of
Preferences and for Other Purposes, 65 FR 41313, July 3, 2000.
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merchandise would be significant if the order is revoked or the suspended investigation is
terminated, either in absolute terms or relative to production or consumption in the
United States. In so doing, the Commission shall consider all relevant economic factors,
including--
(A) any likely increase in production capacity or existing unused
production capacity in the exporting country,
(B) existing inventories of the subject merchandise, or likely
increases in inventories,
(C) the existence of barriers to the importation of such
merchandise into countries other than the United States, and
(D) 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.

(3) PRICE.--In evaluating the likely price effects of imports of the subject
merchandise if the order is revoked or the suspended investigation is terminated, the
Commission shall consider whether--

(A) there is likely to be significant price underselling by imports
of the subject merchandise as compared to domestic like products, and
(B) imports of the subject merchandise are likely to enter the

United States at prices that otherwise would have a significant

depressing or suppressing effect on the price of domestic like products.

(4) IMPACT ON THE INDUSTRY.--In evaluating the likely impact of imports of
the subject merchandise on the industry if the order is revoked or the suspended
investigation is terminated, the Commission shall consider all relevant economic factors
which are likely to have a bearing on the state of the industry in the United States,
including, but not limited to--

(A) likely declines in output, sales, market share, profits,

productivity, return on investments, and utilization of capacity,

(B) likely negative effects on cash flow, inventories, employment,
wages, growth, ability to raise capital, and investment, and
(C) likely negative effects on the existing development and

production efforts of the industry, including efforts to develop a

derivative or more advanced version of the domestic like product.

The Commission shall evaluate all such relevant economic factors . . . within the context
of the business cycle and the conditions of competition that are distinctive to the affected
industry.

Section 752(a)(6) of the Act states further that in making its determination, “the Commission may
consider the magnitude of the margin of dumping or the magnitude of the net countervailable subsidy. If
a countervailable subsidy is involved, the Commission shall consider information regarding the nature of
the countervailable subsidy and whether the subsidy is a subsidy described in Article 3 or 6.1 of the
Subsidies Agreement.”
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Organization of the Report

Information obtained during the course of these reviews that relates to the above factors is
presented throughout this report. A summary of data collected in the reviews is presented in appendix C.

U.S. industry data presented in this report are based on the questionnaire responses of the only
U.S. producers of primary magnesium (US Magnesium and MagPro) and on the questionnaire responses
of the only known current U.S. producers of secondary magnesium.*® U.S. import data presented
throughout this report are based on official import statistics of Commerce.® U.S. purchaser data
presented are based on the responses of 41 firms to the Commission’s U.S. purchasers’ questionnaire.
Information presented in Part IV of this report for the subject magnesium industries in China and Russia
is based on the information submitted in the questionnaire responses of four alloy magnesium producers
in China that are believed to have accounted for *** percent of production of subject merchandise in
China during 2009%° and three magnesium producers in Russia that are believed to be the only producers
of the subject merchandise in Russia. Responses to a series of questions concerning the significance of
the existing antidumping duty orders and the likely effects of revocation by U.S. producers, importers,
and purchasers of magnesium and producers of the subject imports in China and Russia are presented in
appendix D. Appendix E presents pricing data collected on U.S. imports of magnesium from nonsubject
sources.

COMMERCE’S DETERMINATIONS

Information concerning Commerce’s actions in connection with the antidumping duty orders that
are the subject of these reviews is presented in table 1-3.

8 The U.S. producers of secondary magnesium that responded to the Commission’s questionnaire in these
reviews are the following five firms: Advanced Magnesium Alloys Corp. (“Amacor”); KB Alloys LLC (“KB
Alloys”); Mag Pro LLC (“Mag Pro”); MagReTech, Inc. (“MagReTech”); and Spartan Light Metal Products
(“Spartan”). The only U.S. secondary producers that provided a questionnaire response in the original final
investigations that did not provide a response in these reviews are Garfield Alloys, Inc. (“Garfield”) and Halaco
Engineering, Inc. (“Halaco”). Garfield ceased production of magnesium in 2003 and Halaco ceased production of
magnesium in 2004. In addition, the following three U.S. grinders also responded to the Commission’s U.S.
producers’ questionnaire in the current reviews: ESM Group Inc. (“ESM”); Hart Metals, Inc. (“Hart”); and Reade
Mfg. Co. (“Reade”). In order to avoid double-counting, data submitted by the U.S. grinders are not included in the
aggregated U.S. producer data presented throughout this report. The aggregate data provided by the U.S. grinders
are presented separately in appendix C, table C-4. For additional information on responding U.S. producers and U.S.
producer coverage, see Part 111 of this report.

1% Questionnaire responses from U.S. importers accounted for all subject imports of alloy magnesium from China
and pure and alloy magnesium from Russia during 2009; however, because coverage was low for imports from
nonsubject sources, importers’ questionnaire responses from the 13 responding U.S. importers accounted for only
about one-quarter of imports of magnesium from all sources in 2009. For additional information on responding U.S.
importers and U.S. importer coverage, see Part IV of this report.

0 The coverage figure for alloy magnesium produced in China is based on alloy magnesium production statistics
provided by the China Magnesium Association (“CMA”). Magnesium From China and Russia - Chinese
Respondents' Response to the Commission's Notice of Institution, March 31, 2010, p. 5.
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Table I-3

Magnesium: Commerce’s actions in connection with the subject antidumping duty orders

Margins
Firm- Country-
Federal specific wide'
Register Period of
Action Date citation investigation/review Percent ad valorem
China (alloy magnesium):
Final determination 02/24/2005 70 FR 9037 = 07/01/2003 - 12/31/2003 91.312 141.49
Amended final determination® = 03/29/2005 70 FR 15838 @ 07/01/2003 - 12/31/2003 49.66° 141.49
Antidumping duty order 04/15/2005 70 FR 19928 -- 49.662 141.49
Administrative review 07/14/2008 73 FR 40293 = 04/01/2006 - 03/31/2007 0.00* 141.49
Administrative review 11/28/2008 73 FR 72448 @ 04/01/2007 - 03/31/2008 ® ®
Final results of expedited first
five-year review 07/07/2010 75 FR 38983 = 04/01/2009 - 03/31/2010 49.662 141.49
Administrative review 10/25/2010 75 FR 65450 = 04/01/2008 - 03/31/2009 0.00* 141.49
Russia (pure and alloy magnesium):
22.28°
Final determination 02/24/2005 70 FR 9041 @ 01/01/2003 - 12/31/2003 18.657 21.45
21.71°
Amended final determination® = 03/29/2005 70 FR 15837 @ 01/01/2003 - 12/31/2003 18.657 21.01
21.71
Antidumping duty order 04/15/2005 70 FR 19930 -- 18.657 21.01
0.41 (de
minimis)®
Administrative review 09/11/2007 72 FR 51791 @ 10/04/2004 - 03/31/2006 3.777 21.01
15.77°
Administrative review 09/10/2008 73 FR 52642 @ 04/01/2006 - 03/31/2007 21.717 21.01
43.58°
Administrative review 08/10/2009 74 FR 39919 @ 04/01/2007 - 03/31/2008 ® 21.01
Final results of expedited first 21.71°
five-year review 07/07/2010 75 FR 38983 = 04/01/2009 - 03/31/2010 18.657 21.01
Administrative review 09/17/2010 75 FR 56989 = 04/01/2008 - 03/31/2009 0.00° 21.01

! The country-wide rate applies to all companies that otherwise have not received a firm-specific rate.

2 Tianjin Magnesium International Co., Ltd. and Beijing Guangling Jinghua Science & Technology Co., Ltd.
3 Commerce revised the final weighted-average dumping margins following the correction of ministerial errors.
* Tianjin Magnesium International Co., Ltd.
5 This administrative review was rescinded because the request for review was withdrawn.
8 PSC VSMPO-AVISMA Corp. (successor firm to JSC AVISMA Titanium-Magnesium Works).

” Solikamsk Magnesium Works.

8 Because Solikamsk Magnesium Works had no shipments of subject merchandise during the period of review, Commerce
rescinded the administrative review with respect to that producer.

Source: Cited Federal Register notices.
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Administrative Reviews?

Since the issuance of the antidumping duty order concerning alloy magnesium imports from
China, Commerce has completed two administrative reviews of the antidumping duty order. In the
administrative reviews of the order concerning U.S. imports of alloy magnesium from China covering
April 1, 2006 to March 31, 2007 and April 1, 2008 to March 31, 2009, Commerce published one
company-specific weighted-average dumping margin of zero percent for Tianjin Magnesium International
Co., Ltd. Commerce rescinded the subsequent administrative review, covering April 1, 2007 to March
31, 2008, because the only party to request a review timely withdrew its request.

Commerce has conducted four administrative reviews of the antidumping duty orders on pure and
alloy magnesium from Russia since the original order was issued. In the administrative review published
in 2007, Commerce found much lower company-specific margins (0.41 percent (de minimis) for PSC
VSMPO-AVISMA Corporation (“PSC-AVISMA”) and 3.77 percent for Solikamsk Magnesium Works
(“SMW?”)) than in the original orders. However, in the administrative review published in 2008, the
margins were much higher (15.77 percent for PSC-AVISMA and 21.71 percent for SMW) than found in
the previous administrative review. In the third administrative review concerning the Russian order,
published in 2009, Commerce published a company-specific, weighted-average dumping margin of 43.58
percent for PSC-AVISMA and rescinded the review with respect to SMW because the firm made no
shipments of subject merchandise to the United States during the period of that administrative review. In
its most recent administrative review, published in 2010, Commerce found one company-specific
weighted-average dumping margin of zero percent for PSC-AVISMA? and noted that SMW had no
shipments that were subject to the review.

Commerce’s Results of Initial Five-Year Reviews

On July 7, 2010, Commerce found that revocation of the antidumping duty order on alloy
magnesium from China would likely lead to continuation or recurrence of dumping as follows: 49.66
percent for Tianjin Magnesium International Co., Ltd. and Beijing Guangling Jinghua Science &
Technology Co., Ltd. and 141.49 percent for all other companies in China. With respect to pure and alloy
magnesium from Russia, Commerce found on July 7, 2010, that revocation of that antidumping duty
order would likely lead to continuation or recurrence of dumping as follows: 21.71 percent for PSC
VSMPO-AVISMA Corp. (successor firm to JSC AVISMA Titanium-Magnesium Works), 18.65 percent
for SMW, and 21.01 percent for all other companies in Russia.?® The antidumping duty orders that are
the subject of these five-year reviews remain in effect for all exporters and exporters/producers of the
subject merchandise from China and Russia. Commerce has not issued any duty absorption findings in
these cases.

Changed-Circumstances Reviews

There have been no changed-circumstances reviews conducted by Commerce concerning the
antidumping duty orders on alloy magnesium from China and pure and alloy magnesium from Russia.

21 For previously reviewed or investigated companies not included in a particular administrative review, the cash
deposit rate continues to be the company-specific rate published for the most recent period.

22 US Magnesium indicated that it has appealed this determination to the Court of International Trade because it
believes that Commerce based its decision on an incorrect assessment of the data submitted. US Magnesium’s
prehearing brief, p. 6, fn. 14.

28 Commerce’s notice is presented in app. A.
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Scope Inquiry Reviews

There have been several scope inquiry reviews requested concerning the antidumping duty orders
that are the subject of these reviews (table I-4). Two of the reviews involved requests made by US
Magnesium concerning alloy extrusion billets produced by Timminco in Canada from pure magnesium of
Chinese and Russian origin. Commerce’s review of these requests resulted in the exclusion of such
merchandise from the scope of the antidumping duty orders concerning U.S. imports of alloy magnesium
from China and Russia.

Table I-4
Magnesium: Commerce’s scope rulings
Date of Federal Register
Requestor Scope ruling completion citation

China:

Scope inquiry terminated. Exclusion request made

regarding whether alloy magnesium produced in

France using pure magnesium from China is within 71 FR 66167
US Magnesium the scope of the antidumping duty order. 08/31/2006 (November 13, 2006)

Exclusion request granted. Alloy extrusion billets

produced in Canada by Timminco Ltd. from pure

magnesium of Chinese origin are not within the 72 FR 5677
US Magnesium scope of the antidumping duty order. 11/09/2006 (February 7, 2007)
Russia:

Exclusion request denied. Mg-15Zr magnesium
Leeds Specialty master alloy, made in Russia by Solikamsk, is within 70 FR 55110
Alloys the scope of the antidumping duty order. 05/31/2005 (September 20, 2005)

Exclusion request granted. Alloy extrusion billets

produced in Canada by Timminco Ltd. from pure

magnesium of Russian origin are not within the 72 FR 5677
US Magnesium scope of the antidumping duty order. 11/09/2006 (February 7, 2007)
Source: Cited Federal Register notices.

DISTRIBUTION OF CONTINUED DUMPING AND SUBSIDY OFFSET ACT FUNDS

The Continued Dumping and Subsidy Offset Act of 2000 (“CDSOA”) (also known as the Byrd
Amendment) provides that assessed duties received pursuant to antidumping or countervailing duty
orders must be distributed to affected domestic producers for certain qualifying expenditures that these
producers incur after the issuance of such orders.?* During the review period, qualified U.S. producers of
magnesium were eligible to receive disbursements from the U.S. Customs and Border Protection
(“Customs”) under CDSOA relating to the two antidumping duty orders on the subject product.?® Table I-
5 presents CDSOA disbursements and claims for Federal fiscal years (October 1-September 30) 2006-09
by source and by firm, respectively. There were no CDSOA claims for Federal fiscal years prior to 2006.
According to Customs’ annual CDSOA annual reports, although there have been claims for funds from at
least one U.S. producer in every annual period since fiscal year 2006 in connection with the antidumping

% Section 754 of the Tariff Act of 1930, as amended (19 U.S.C. § 1675(c)).
2 19 CFR 159.64 (g).
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duty orders that are the subject of these reviews, there have been no disbursements of funds in connection
with the antidumping duty order on pure and alloy magnesium from Russia and disbursements of funds
were made to US Magnesium in only two annual periods (2008 and 2009) in connection with the
antidumping duty order on alloy magnesium from China. Undisbursed amounts of CDSOA funds
(clearing account balances) as of October 1, 2009 (latest data available) amounted to $15,766.23 for alloy
magnesium from China and $462,842.40 for magnesium from Russia.

Table I-5
Magnesium: CDSOA disbursements and claims, by source and firm, Federal fiscal years
2006-09"
Federal fiscal year
ltem 2006 | 2007 | 2008 | 2009
Disbursements (dollars)
China:
Garfield Alloys 0.00 -- -- --
MagReTech 0.00 -- - --
US Magnesium 0.00 0.00 15,029.60 12,639.30
Total, China 0.00 0.00 15,029.60 12,639.30
Russia:
Garfield Alloys 0.00 - - -
MagReTech 0.00 -- - --
US Magnesium 0.00 0.00 0.00 0.00
Total, Russia 0.00 0.00 0.00 0.00
Claims (dollars)
China:
Garfield Alloys 735,914.54 -- -- --
MagReTech 19,632,977.73 - - -
US Magnesium 8,942,339.28 49,549,106.28 49,549,106.28 49,534,076.68
Total, China 29,311,231.55 49,549,106.28 49,549,106.28 49,534,076.68
Russia:
Garfield Alloys 735,914.54 -- -- --
MagReTech 19,632,977.73 -- -- --

US Magnesium

46,474,968.77

189,453,441.88

189,445,719.33

189,389,504.43

Total, Russia

66,843,861.04

189,453,441.88

189,445,719.33

189,389,504.43

! There were no CDSOA claims for Federal fiscal years prior to 2006.

Source: U.S. Customs and Border Protection’s CDSOA Annual Reports. Retrieved from
http://mww.cbp.gov/xp/cgov/trade/priority_trade/add_cvd/cont_dump/, October 22, 2010.
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THE SUBJECT PRODUCT
Commerce’s Scope

Commerce defined the scope of the imported product subject to the antidumping duty order on
alloy magnesium from China as follows:

The merchandise covered by the order is magnesium metal, which includes primary and
secondary alloy magnesium metal, regardless of chemistry, raw material source, form,
shape, or size. Magnesium is a metal or alloy containing by weight primarily the element
magnesium. Primary magnesium is produced by decomposing raw materials into
magnesium metal. Secondary magnesium is produced by recycling magnesium-based
scrap into magnesium metal. The magnesium covered by the order includes blends of
primary and secondary magnesium.

The subject merchandise includes the following alloy magnesium metal products made
from primary and/or secondary magnesium including, without limitation, magnesium cast
into ingots, slabs, rounds, billets, and other shapes, magnesium ground, chipped, crushed,
or machined into raspings, granules, turnings, chips, powder, briquettes, and other
shapes: Products that contain 50 percent or greater, but less than 99.8 percent,
magnesium, by weight, and that have been entered into the United States as conforming
to an “ASTM Specification for Magnesium Alloy”# and thus are outside the scope of the
existing antidumping orders on magnesium from the PRC (generally referred to as
“alloy” magnesium).

The scope of the order excludes the following merchandise: (1) All forms of pure
magnesium, including chemical combinations of magnesium and other material(s) in
which the pure magnesium content is 50 percent or greater, but less than 99.8 percent, by
weight, that do not conform to an “ASTM Specification for Magnesium Alloy;”* (2)
magnesium that is in liquid or molten form; and (3) mixtures containing 90 percent or
less magnesium in granular or powder form, by weight, and one or more of certain
non-magnesium granular materials to make magnesium-based reagent mixtures,
including lime, calcium metal, calcium silicon, calcium carbide, calcium carbonate,
carbon, slag coagulants, fluorspar, nephaline syenite, feldspar, alumina (Al,O,), calcium
aluminate, soda ash, hydrocarbons, graphite, coke, silicon, rare earth metals/mischmetal,
cryolite, silica/fly ash, magnesium oxide, periclase, ferroalloys, dolomite lime, and
colemanite.?®

% The meaning of this term is the same as that used by the American Society for Testing and Materials in its
Annual Book of ASTM Standards: Volume 01.02 Aluminum and Magnesium Alloys.

2 This material is already covered by existing antidumping duty orders. See Notice of Antidumping Duty Orders:
Pure Magnesium From the People’s Republic of China, the Russian Federation and Ukraine; Notice of Amended
Final Determination of Sales at Less Than Fair Value: Antidumping Duty Investigation of Pure Magnesium From
the Russian Federation, 60 FR 25691, May 12, 1995; and Antidumping Duty Order: Pure Magnesium in Granular
Form From the People’s Republic of China, 66 FR 57936, November 19, 2001.

%8 This exclusion for magnesium-based reagent mixtures is based on the exclusion for reagent mixtures in the
2000-01 investigations of magnesium from China, Israel, and Russia. See Notice of Final Determination of Sales at
Less Than Fair Value: Pure Magnesium in Granular Form From the People’s Republic of China, 66 FR 49345,
September 27, 2001; Notice of Final Determination of Sales at Less Than Fair Value: Pure Magnesium From

(continued...)
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The merchandise subject to the order is currently classifiable under items 8104.19.00 and
8104.30.00 of the Harmonized Tariff Schedule of the United States (“HTSUS”).
Although the HTSUS items are provided for convenience and customs purposes, the
written description of the subject merchandise is dispositive.?

Commerce defined the scope of the imported products subject to the antidumping duty order on
pure and alloy magnesium from Russia as follows:

The merchandise covered by the order are primary and secondary pure and alloy
magnesium metal, regardless of chemistry, raw material source, form, shape, or size.
Magnesium is a metal or alloy containing by weight primarily the element magnesium.
Primary magnesium is produced by decomposing raw materials into magnesium metal.
Secondary magnesium is produced by recycling magnesium-based scrap into magnesium
metal. The magnesium covered by the order includes blends of primary and secondary
magnesium.

The subject merchandise includes the following pure and alloy magnesium metal
products made from primary and/or secondary magnesium, including, without limitation,
magnesium cast into ingots, slabs, rounds, billets, and other shapes, and magnesium
ground, chipped, crushed, or machined into raspings, granules, turnings, chips, powder,
briguettes, and other shapes: (1) Products that contain at least 99.95 percent magnesium,
by weight (generally referred to as “ultra-pure” magnesium); (2) products that contain
less than 99.95 percent but not less than 99.8 percent magnesium, by weight (generally
referred to as “pure” magnesium); and (3) chemical combinations of magnesium and
other material(s) in which the magnesium content is 50 percent or greater, but less than
99.8 percent, by weight, whether or not conforming to an “ASTM Specification for
Magnesium Alloy.”*

The scope of the order excludes: (1) magnesium that is in liquid or molten form; and (2)
mixtures containing 90 percent or less magnesium in granular or powder form by weight
and one or more of certain non-magnesium granular materials to make magnesium-based
reagent mixtures, including lime, calcium metal, calcium silicon, calcium carbide,
calcium carbonate, carbon, slag coagulants, fluorspar, nephaline syenite, feldspar,
alumina (ALQ;), calcium aluminate, soda ash, hydrocarbons, graphite, coke, silicon, rare

28 (...continued)
Israel, 66 FR 49349, September 27, 2001; Notice of Final Determination of Sales at Not Less Than Fair Value:
Pure Magnesium From the Russian Federation, 66 FR 49347, September 27, 2001. These mixtures are not
magnesium alloys because they are not chemically combined in liquid form and cast into the same ingot.

2 Magnesium Metal From the People’s Republic of China and the Russian Federation: Final Results of the
Expedited Sunset Reviews of the Antidumping Duty Orders, 75 FR 38983, July 7, 2010.

%0 The meaning of this term is the same as that used by the American Society for Testing and Materials in its
Annual Book of ASTM Standards: Volume 01.02 Aluminum and Magnesium Alloys.
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earth metals/mischmetal, cryolite, silica/fly ash, magnesium oxide, periclase, ferroalloys,
dolomite lime, and colemanite.®

The merchandise subject to this investigation is classifiable under items 8104.11.00,
8104.19.00, and 8104.30.00 of the Harmonized Tariff Schedule of the United States
(“HTSUS”). Although the HTSUS items are provided for convenience and customs
purposes, the written description of the merchandise under investigation is dispositive.*

Tariff Treatment

Table 1-6 presents current tariff rates for U.S. imports of magnesium. Subject import data for
China presented throughout this report are based on HTS subheading 8104.19.00 (alloy magnesium
ingots)® and subject import data for Russia are based on HTS subheadings 8104.11.00 (pure magnesium
ingots), 8104.19.00 (alloy magnesium ingots), and 8104.30.00 (magnesium granules). Imports of
products of China are dutiable at the column 1-general rate, while imports of products of Russia receive
the general rate under subheadings 8104.11.00 and 8104.30.00 but are eligible for duty-free entry under
subheading 8104.30.00 under the Generalized System of Preferences (“GSP”), when GSP is in effect.®
Products of Russia are excluded from GSP eligibility under HTS subheading 8104.11.00 (see HTS
general note 4(d)), and Russia is not among the group of countries eligible for GSP benefits under
subheading 8104.19.00.

% This exclusion for magnesium-based reagent mixtures is based on the exclusion for reagent mixtures in the
2000-01 investigations of magnesium from China, Israel, and Russia. See Notice of Final Determination of Sales at
Less Than Fair Value: Pure Magnesium in Granular Form From the People’s Republic of China, 66 FR 49345,
September 27, 2001; Notice of Final Determination of Sales at Less Than Fair Value: Pure Magnesium From
Israel, 66 FR 49349, September 27, 2001; Notice of Final Determination of Sales at Not Less Than Fair Value:
Pure Magnesium From the Russian Federation, 66 FR 49347, September 27, 2001. These mixtures are not
magnesium alloy because they are not chemically combined in liquid form and cast into the same ingot.

%2 Magnesium Metal From the People’s Republic of China and the Russian Federation: Final Results of the
Expedited Sunset Reviews of the Antidumping Duty Orders, 75 FR 38983, July 7, 2010.

%8 Based on information presented in the staff report from the original investigations, granular magnesium is
typically pure magnesium or “off-specification” pure magnesium (alloy magnesium not meeting ASTM
specifications for alloy magnesium). Because such imports are currently under antidumping duty orders and
excluded from the scope of the current reviews, imports of granular magnesium (HTS subheading 8104.30.00) are
not included in the subject import data for China presented throughout this report.

% The GSP program lapsed as of December 31, 2010, and has not yet been renewed by Congress.
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Table I-6

Magnesium: Tariff treatment, 2011

HTS provision

Article description

Column 1

General*

Special?

Column 23

Rates (ad valorem)

Pure magnesium ingots

8104 Magnesium and articles thereof, including
waste and scrap:
Unwrought magnesium:
8104.11.00 Containing at least 99.8 percent by
weight of magnesium 8% Free 100%
Alloy magnesium ingots
8104 Magnesium and articles thereof, including
waste and scrap:
Unwrought magnesium:
8104.19.00 Other 6.5% Free 60.5%
Magnesium granules
8104 Magnesium and articles thereof, including
waste and scrap:
8104.30.00 Raspings, turnings and granules, graded
according to size; powders 4.4% Free 60.5%

8104.30.00.

Source: Harmonized Tariff Schedule of the United States (2011).

* Normal trade relations rate, formerly known as the most-favored-nation duty rate. Imports from China and Russia enter
under the general rate, but Russian products are eligible for Generalized System of Preferences duty-free entry under

2 For eligible goods under the Generalized System of Preferences, United States-Australia Free Trade Agreement, United
States-Bahrain Free Trade Agreement Implementation Act, North American Free Trade Agreement, United States-Chile Free
Trade Agreement, African Growth and Opportunity Act, Caribbean Basin Economic Recovery Act, United States-Israel Free
Trade Area, Andean Trade Preference Act, United States-Jordan Free Trade Area Implementation Act, Dominican
Republic-Central America-United States Free Trade Agreement Implementation Act, United States-Morocco Free Trade
Agreement Implementation Act, United States-Singapore Free Trade Agreement, United States-Oman Free Trade Agreement
Implementation Act, and/or United States-Peru Trade Promotion Agreement Implementation Act.

% Applies to imports from a small number of countries that do not enjoy normal trade relations duty status.
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THE PRODUCT
Description and Uses

Magnesium, the eighth most abundant element in the earth’s crust and the third most plentiful
element dissolved in seawater, is a silver-white metallic element. It is the lightest of all structural metals
with a density approximately 63 percent of that of aluminum, the principal metal with which it competes
in the U.S. market. Magnesium’s light weight and high vibrational-dampening properties have
encouraged research to develop magnesium-based alloys with improved physical and mechanical
properties for use as a structural metal in applications where minimizing weight is an important design
consideration. Magnesium is available in two principal forms, pure® and alloy.

Pure magnesium in unwrought form* contains at least 99.8 percent magnesium by
weight.®” Pure magnesium is widely used in commercial and industrial applications because it is easily
machined and lightweight, has a high strength-to-weight ratio, and has special chemical and electrical
properties. Pure magnesium also has special metallurgical and chemical properties that allow it to alloy
well with metals such as aluminum. Pure magnesium is typically used in the production of aluminum
alloys for use in beverage cans, in die cast automotive parts, in iron and steel desulfurization, as a
reducing agent for various nonferrous metals (titanium, zirconium, hafnium, uranium, and beryllium), and
in magnesium anodes for the protection of iron and steel in underground pipe and water tanks and various
marine applications. Pure magnesium is used in the production of titanium sponge, which is a precursor
metal product in the production of titanium metal products for use in aerospace, medical, and industrial
applications.® Although delays in aircraft construction and the global economic slowdown resulted in a
drop in worldwide titanium sponge metal production and delayed production capacity expansions in
2009, demand for titanium mill products is expected to significantly increase in the next several years,
With *** 3

Alloy magnesium (or magnesium alloy) consists of magnesium and other metals, typically
aluminum and zinc, containing less than 99.8 percent magnesium by weight but more than 50 percent
magnesium by weight, with magnesium the largest metallic element in the alloy by weight. Alloy
magnesium is typically produced to meet various industry-recognized American Society for Testing and

% Unless otherwise noted, the term “pure magnesium” consists of pure magnesium ingot and pure granular
magnesium.

% “Unwrought” magnesium is pure magnesium that has not been worked in any way. “Wrought” magnesium is
magnesium that has been worked into a desired shape, for example the working of the magnesium to produce
extrusions, rolled product, forgings, etc. Wrought magnesium is not within the scope of these reviews.

87 Ultra-high purity (“UHP”) magnesium is unwrought magnesium containing at least 99.95 percent magnesium
by weight and is used as a reagent in the pharmaceutical and chemical industries. Commodity-grade magnesium is
unwrought magnesium containing at least 99.8 percent magnesium but less than 99.95 percent magnesium by weight
and is most commonly used in the aluminum alloying industry.

% Hearing transcript, p. 49 (Hassey).

% In late 2009, Allegheny Technologies Inc. (“ATI1”) began ramping up the operations of its newly-built titanium
sponge facility in Rowley, UT, which was built adjacent to the magnesium production facility of US Magnesium,
currently the only domestic producer of primary magnesium. At full capacity, the titanium sponge plant is designed
to produce 12,000 metric tons of premium grade titanium sponge per year; however, the plant is not yet producing
anywhere near full capacity. US Magnesium reported ***. “ATI ramp-up of titanium sponge plant may lift
magnesium price,” Metal Bulletin, September 8, 2010; “Titanium and Titanium Dioxide,” U.S. Geological Survey,
Mineral Commodity Summaries, January 2010, p. 175; hearing transcript, pp. 48-52 (Hassey); US Magnesium’s
posthearing brief, exh. 6; AVISMA’s posthearing brief, exh. 2; and US Magnesium’s ***,
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Materials (“ASTM”) specifications for alloy magnesium such as AM50A, AM60B, and AZ91D.“° Itis
principally used in structural applications, primarily in castings (die, permanent mold, and sand) and
extrusions for the automotive industry. Alloy magnesium has certain properties that improve its strength,
ductility, workability, corrosion resistance, density, or castability compared to pure magnesium. Pure
magnesium is not used in structural applications because its tensile and yield strengths are low.

Primary magnesium is magnesium produced by decomposing raw materials into magnesium
metal.

Secondary magnesium is pure or alloy magnesium that is produced by recycling magnesium-
based scrap. Magnesium scrap is typically separated into two categories.

Old scrap becomes available to producers of secondary magnesium when durable and
nondurable consumer products are discarded from end-use categories such as packaging, building and
construction, consumer durables (such as automobiles), electrical, machinery and equipment, and other.

New scrap is metal that never reaches the consumer. The scrap is generated from wrought and
cast products as they are processed by fabricators into consumer or industrial products. Home scrap is
new scrap that is recycled within the company that generated the scrap and consequently seldom enters
the commercial secondary magnesium market. Prompt industrial scrap is new scrap from a fabricator that
does not choose to or is not equipped to recycle the scrap. This scrap then enters the secondary
magnesium market. New scrap may include solids, clippings, stampings, and cuttings; borings and
turnings that are generated during machining operations; and melt residues, such as skimmings, drosses,
spillings, and sweepings.

Granular magnesium consists of all physical forms of unwrought magnesium other than ingots,
such as raspings, turnings, granules, and powders.** Granular magnesium is typically used in the
production of magnesium-based desulfurizing reagent mixtures that are used in the steelmaking process to
reduce the sulfur content of steel.*> Lesser amounts of granular magnesium are used in defense
applications, such as military ordnance and flares.

Production Process
Primary Magnesium
Worldwide, most magnesium is derived from magnesium-bearing ores (dolomite, magnesite,

brucite, and olivine) or seawater and well and lake brines.”® Large deposits of dolomite are widely
distributed throughout the world, and dolomite is the principal magnesium-bearing ore found in the

“0 The ASTM specifications designate the chemical composition of the alloy. The first two letters designate the
two alloying elements most prevalent in the alloy (e.g., “A” for aluminum, “M” for manganese, or “Z” for zinc),
while the numbers represent the percent of other elements contained in the alloy, by weight. For example, AZ91D
contains 9 percent aluminum, 1 percent zinc, and 90 percent magnesium.

- Granular magnesium may be either pure or alloy magnesium. However, based on information obtained in the
previous investigation on granular magnesium from China, granular magnesium is typically pure magnesium or “off-
specification pure” magnesium (alloy magnesium not meeting ASTM specifications for alloy magnesium).

2 U.S. grinders typically sell three different steel desulfurization blends: (1) containing 90 percent pure
magnesium powder and 10 percent lime; (2) containing 25 percent magnesium and 75 percent lime; and (3)
containing 8-10 percent magnesium with the remainder lime and calcium carbonate. Fluorspar and a fluidizer are
also incorporated in these products.

3 The magnesium content of magnesium-bearing ores typically ranges from nearly 22 percent for dolomite to 69
percent for brucite. The magnesium content of seawater is 0.13 percent, which is much lower than that of the lowest
grade of magnesium ore deposits; however, seawater has the advantage of being abundant, accessible, and extremely
uniform in its magnesium content, allowing for easier standardization of the refining process.
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United States. Magnesium-bearing ores are mined by the open-pit method. In the United States, the
production of *** primary magnesium is currently from the extraction of magnesium from

brines of the surface waters of the Great Salt Lake in Utah by US Magnesium, while former U.S.
producer Northwest Alloys used dolomite in its process.*

Magnesium metal is normally produced by either an electrolytic process or a silicothermic
process, with the electrolytic process dominating in terms of the volume of United States and world
production. The silicothermic process (also known as the Pidgeon process) is used by a majority of the
largest producers in China.*”®

US Magnesium uses the electrolytic method to produce magnesium.* A schematic diagram of
US Magnesium’s production process is presented in figure 1-2. In the electrolytic process, seawater or
brine is evaporated and treated to produce a concentrated solution of magnesium chloride, which is
further concentrated and dried to yield magnesium chloride powder. The powder is then melted, further
purified, and fed into electrolytic cells operating at 700° Celsius. Direct electrical current is sent through
the cells to break down the magnesium chloride into chlorine gas and molten magnesium metal.*” The
metal rises to the surface where it is guided into storage wells and cast into ingots.

Figure I-2
Schematic diagram of US Magnesium’s production process flow chart

Solar Selective precipitation of unwanted
Evaporation salts. Concentration of MgCl, brine.
| Sulfate/Boron Conversion of MgSO, and removal of
cacl, Re”iVéﬂ boron.
Production
Concentration Concentration of MgCl, for drying.
ke . o .
S Drvi Flash drying of purified brine to
pray brying specified levels of H,O0 and MgO.
~b )
HCI MgCl, Removal of residual MgO and H,0
Purification from MgCl,.
To Sales, +
Byproduct 1 ¢, Electrolysis Electrical separation of Mg and Cl,.
Production =
. Refining, alloying, and casting of all Mg
Casting products.
~—
Mg to Sales

Source: US Magnesium.

“ Northwest Alloys ceased production of magnesium in October 2001. MagPro began primary production of
pure magnesium ingot in 2009.

* The raw material source for silicothermic production in China is dolomite (MgCO,+CaCO,). Deborah Kramer,
Magnesium, Its Alloys and Compounds, U.S. Geological Survey Open-File Report 01-341, pp. 11-12, 2001.

6 US Magnesium noted that Russian producers AVISMA and SMW also produce magnesium using an
electrolytic process. US Magnesium’s prehearing brief, p. 44.

T The electrolytic cells must be kept in constant operation. If they are shut down, a “refractory lining” requires
rebuilding which is costly and time consuming.
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Once the electrolytic or silicothermic reduction of magnesium is completed, the manufacturing
processes used for the production of both pure and alloy magnesium ingot are very similar. In the U.S.
facility that produces both pure magnesium and alloy magnesium (US Magnesium’s facility), the same
production workers work on both lines.*

Both primary pure magnesium and primary alloy magnesium begin with the production of liquid
pure magnesium. The liquid pure magnesium is either cast directly into pure magnesium ingots or is
alloyed by the addition of alloying elements (typically aluminum and zinc) and scrap magnesium and then
cast to produce alloy magnesium ingots.*°

Primary magnesium is typically cast into ingots or slabs. Aluminum producers typically purchase
larger pure cast shapes such as rounds, billets, peg-lock ingots, or T-shapes. Producers of magnesium
powder for steel desulfurization applications typically purchase smaller ingots or magnesium “chips” that
are then ground into powder® and used internally to produce magnesium-based reagent mixtures or, to a
lesser extent, pyrotechnic products. Die casters can purchase ingots and granular primary alloy
magnesium for use in magnesium alloy castings, and/or recycle scrap magnesium generated in their die
casting operations into secondary alloy magnesium.

Magnesium, in a molten or ingot form, is also used in the production of titanium sponge, which is
a precursor metal product in the production of titanium metal products. In the Kroll reduction process,
titanium sponge results from the reduction of titanium tetrachloride (TiCl,) with magnesium. The
titanium tetrachloride is reacted in a molten pool of magnesium metal in which the temperature and
composition of the mixture are carefully controlled. Along with pure titanium metal sponge, molten
magnesium chloride (the result of magnesium reacting with the titanium tetrachloride liquid) is a product
of the reaction. The magnesium chloride can be further refined back to pure magnesium in an electrolytic
cell. The electrolytic cell separates the magnesium metal from the chlorine which is also collected for
sale. All titanium tetrachloride producers use chlorine gas in the production of titanium tetrachloride.

Secondary Magnesium®*

Secondary magnesium is produced from recycling magnesium-based “scrap.”*? Magnesium scrap
arrives at the recycler either in a loose form or contained in boxes. After the magnesium is separated
from other alloys by the recycler, the sorted magnesium is heated in a steel crucible to nearly 675 degrees
Celsius. Alloying elements such as aluminum, manganese, or zinc can then be added to the liquid
magnesium and the alloyed magnesium can then be transferred to ingot molds by hand ladling, pumping,
or tilt pouring. Magnesium scrap can also be generated by the direct grinding of scrap into powder for
iron and steel desulfurization applications. Finally, recycled alloy magnesium contained in used

8 US Magnesium’s prehearing brief, pp. 21-22.
* 1bid.

%0 Magnesium chips are ground into powder using a particle reduction process. Magnesium powder can also be
produced by atomization of molten pure magnesium; however, this technique is less frequently used than grinding.

5! Information from this section is drawn from Deborah A. Kramer, Magnesium Recycling in the United States in
1998, Flow Studies for Recycling Metal Commaodities in the United States, pp. E5-E6, 2004.

52 Magnesium-based scrap is typically divided into one of two categories. Old magnesium-based scrap consists
of postconsumer scrap such as automotive parts, helicopter parts, lawnmower decks, and used tools. Old
magnesium-base scrap is sold to scrap processors. New magnesium-based scrap typically falls into one of four
types. Type | is high-grade scrap recovered from die casting operations and uncontaminated with oils. Types II, IlI,
and 1V are lower-grade scraps, typically either oil-contaminated scrap; dross from magnesium-processing operations;
and chips and fines. Type | scrap is either reprocessed at the die casting facility or sold to a scrap processor. The
other types of scrap are either used directly in steel desulfurization applications (chips and fines) or sold to scrap
processors.
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aluminum beverage cans typically remains with the recycled can since virtually all aluminum beverage
can scrap is melted and converted into body stock and then converted into new aluminum beverage
cans.>

“Off-Specification Pure” Magnesium

“Off-specification pure” magnesium is pure primary magnesium containing magnesium scrap,
secondary magnesium, oxidized magnesium, or impurities (whether or not intentionally added) that cause
the primary magnesium content to fall below 99.8 percent by weight. “Off-specification pure”
magnesium products contain 50 percent or greater, but less than 99.8 percent primary magnesium, by
weight, do not conform to ASTM specifications for alloy magnesium, and generally do not contain
individually or in combination, 1.5 percent or more, by weight, of the following alloying elements:
aluminum, manganese, zinc, silicon, thorium, zirconium, and rare earths. No U.S. producers reported
producing “off-specification pure” magnesium.>

DOMESTIC LIKE PRODUCT AND DOMESTIC INDUSTRY ISSUES

In making determinations under section 751(c) of the Act, the Commission defines the “domestic
like product” and the “industry.” The Act defines the “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 under this subtitle.”® The Commission’s practice in five-year reviews is to look to the
domestic like product definition from the original determinations and any previous reviews and consider
whether the record indicates any reason to revisit that definition. Both before and since the time of the
original investigations that are the subject of these reviews, there have been several other investigations
and reviews involving various types of magnesium products. The domestic like products and domestic
industries, as defined by the Commission (or Commission majority), and the corresponding scopes of the
investigations and reviews, as defined by Commerce, have varied over the years. The Commission’s
determinations concerning domestic like product and domestic industry in these other investigations and
reviews have also been incorporated in the discussion throughout this section of the report, as appropriate.

The Commission’s Original Determinations
In its original determinations in connection with these reviews on alloy magnesium from China

and pure and alloy magnesium from Russia, the Commission found one domestic like product to include
pure and alloy magnesium, primary and secondary magnesium, and ingot (cast) and granular

%8 Aluminum beverage can manufacturers are sensitive to the presence of beryllium in melted scrap. Therefore,
these firms generally do not purchase recycled alloy magnesium produced from scrap.

5 Typically, producers do not set out to produce “off-specification pure” magnesium. Rather, its production
results from starting or re-starting the primary magnesium production process, or is the result of some malfunction in
the production process.

%19 U.S.C. § 1677(4)(A).

%19 U.S.C. § 1677(10). The Commission’s decision regarding the appropriate domestic products that are “like”
the subject imported products 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, where appropriate, (6) price. No single factor is dispositive, and the
Commission may consider other factors relevant to a particular investigation. The Commission looks for clear
dividing lines among possible like products, and disregards minor variations.
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magnesium.>” The Commission also found in its original determinations one domestic industry consisting
of all producers of the domestic like product, including grinders that produce granular magnesium.®

Two Commissioners®® making determinations in the original investigations, however, defined the
domestic like product and domestic industry differently. They found cast and granular magnesium to be
separate domestic like products and found grinders to be a separate industry.®

Positions of Parties in These Reviews

In response to a question soliciting comments regarding the appropriate domestic like product in
the Commission’s notice of institution of these reviews,®* U.S. producer US Magnesium® indicated that it
agreed with the Commission’s definitions of the domestic like product and domestic industry, as found in
the original investigations in connection with these reviews.®® In fact, the firm indicated in its prehearing
brief that the facts that led to the Commission’s domestic like product decision in the original final
investigations more strongly support the same determination in these reviews and that the Commission
need not revisit and change the like product definition from one domestic like product.** US Magnesium
stated that “{p}ure, alloy, granular, cast, primary, and secondary magnesium constitute a continuum of
unwrought magnesium products within which there are no “bright line” distinctions.”® US Magnesium
also indicated that although the Commission found in the original investigations that magnesium die
casters that recycle their own scrap generated in their die casting operations were domestic producers of
magnesium, the Commission should not consider them to be domestic producers of magnesium in these
reviews if the die casters simply recycle “run-around scrap” and are not producing a saleable product.®®

Although U.S. importer Alcoa, Inc. (“Alcoa”) also indicated in its response to the notice of
institution that it agreed with the Commission’s previous domestic like product and domestic industry
definitions,®” the firm subsequently changed its position. In its November 17, 2010, submission, Alcoa
indicated that it “considers pure and alloy magnesium to be two separate domestic like products given that
alloy magnesium, as it is normally manufactured for use by customers that require alloy magnesium for
their commercial applications, is generally not interchangeable with pure magnesium.”®®

Russian producer PSC VSMPO-AVISMA Corp. (“AVISMA”) argued in its response to the
Commission’s notice of institution during the adequacy phase of these reviews and in briefs submitted

%" Magnesium from China and Russia, Investigation No. 731-TA-1071-1072 (Final), USITC Publication 3763,
April 2005, p. 11.

% Ibid., pp. 11-12.
5 Commissioner Marcia E. Miller and Commissioner Jennifer A. Hillman.

8 Magnesium from China and Russia, Investigation No. 731-TA-1071-1072 (Final), USITC Publication 3763,
April 2005, pp. 6-7, n. 17, and p. 12, n. 64.

81 Magnesium from China and Russia, 75 FR 9252, March 1, 2010.

62 Local 8319, a labor union that represents workers producing magnesium metal in US Magnesium’s plant in
Rowley, UT, joined the response of US Magnesium.

8 Response of US Magnesium to the Commission’s Notice of Institution, March 31, 2010, p. 18.
8 US Magnesium’s prehearing brief, pp. 8 and 23.

8 US Magnesium’s prehearing brief, p. 23.

% Response of US Magnesium to the Commission’s Notice of Institution, March 31, 2010, p. 18.
%7 Response of Alcoa to the Commission’s Notice of Institution, March 31, 2010, p. 7.

% Memorandum to the Public Record, Investigation Nos. 731-TA-1071-1072 (Review): Magnesium from China
and Russia—‘Clarification™ of Alcoa’s position concerning domestic like product and domestic industry, December
2, 2010.
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during these full reviews that pure and alloy magnesium should be found by the Commission to be two
separate domestic like products.®® Spartan, a domestic alloy magnesium recycler and die caster, and the
Magnesium Group of the North American Die Casting Association (“NADCA”) similarly argued before
the Commission in these reviews that pure and alloy magnesium should be found to be two separate
domestic like products.”

In the joint response submitted by Solikamsk Magnesium Works, OAO (“SMW?) and Solikamsk
Desulphurizer Works Ltd. (*SZD”) during the adequacy phase of these reviews, these Russian producers
urged the Commission to find (1) pure magnesium and alloy magnesium to be separately domestic like
products and (2) granular magnesium and magnesium in ingot form to be separate domestic like
products.” The Chinese respondents participating in the adequacy phase of these reviews did not provide
any comments concerning the appropriate domestic like product and domestic industry.

Pure vs. Alloy Magnesium™

In past investigations and reviews concerning imports of pure and alloy magnesium, the
Commission has addressed the issue of whether pure magnesium and alloy magnesium represent a single
domestic like product or separate domestic like products.

The first magnesium investigations brought before the Commission were completed in 1992. The
scope of those investigations was “primary magnesium” (i.e., both pure and alloy magnesium) from
Canada, and in its final determinations with regard to those investigations, the Commission majority
defined a single domestic like product consisting of both pure and alloy magnesium. The respondents to
those investigations, however, subsequently challenged the Commission’s final determinations before a
United States-Canada Binational Panel. That Panel found that the Commission’s single domestic like
production determination was not supported by substantial evidence and the Commission, on remand,
found that pure and alloy magnesium were separate domestic like products, corresponding respectively to
the two classes or kinds of subject imports found by Commerce.”

After its 1993 remand determinations, the Commission consistently found pure and alloy
magnesium to be separate domestic like products in investigations and reviews that involved both pure
and alloy magnesium until 2005. In its domestic like product determinations in these earlier proceedings,
the Commission found that although the companies that produced both pure and alloy magnesium did so
with the same machinery and employees,” and pure and alloy magnesium shared certain (but not all)
physical characteristics, the two products had different principal end uses, were targeted for distinct
markets, were generally not interchangeable, were perceived differently by customers due to their

% Response of AVISMA to the Commission’s Notice of Institution, March 31, 2010, p. 11, and AVISMA’s
prehearing brief, p. 2.

0 Spartan/NADCA’s prehearing brief, p. 2.
™ Supplemental Response of SMW and SZD to the Commission’s Notice of Institution, May 6, 2010, att. 1, p. 7.

72 Unless otherwise indicated, the information presented in this section of the report is based on responses to
industry questionnaires received in these five-year reviews and on the following publications concerning
magnesium: Magnesium From China and Russia, Investigations Nos. 731-TA-1071 and 1072 (Final), USITC
Publication 3763, April 2005; Pure and Alloy Magnesium From Canada and Pure Magnesium From China, Inv.
Nos. 701-TA-309-A-B and 731-TA-696 (Review), USITC Publication 3859, July 2006; and Pure Magnesium From
China, Inv. No. 731-TA-895 (Review), USITC Publication 3908, March 2007.

® Magnesium from Canada, Inv. Nos. 701-TA-309 and 731-TA-528 (Final), USITC Publication 2550, August
1992, pp. 5-11; and Magnesium from Canada, Inv. Nos. 701-TA-309 and 731-TA-528 (Final), USITC Publication
2696, October 1993, pp. 3-4.

™ This was the case because these earlier investigations did not involve secondary alloy magnesium, which is not
produced with the same machinery and employees as primary (pure and alloy) magnesium.
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different end uses, and had different price trends as a result of their different markets. In these earlier
cases, the Commission’s separate domestic like product determinations for pure and alloy magnesium
corresponded with Commerce’s findings of two separate classes or kinds of merchandise.

However, in the 2005 original investigations concerning U.S. imports of alloy magnesium from
China and pure and alloy magnesium from Russia that are the subject of these five-year reviews,
Commerce defined the scope of the subject merchandise as a single class or kind of merchandise
encompassing both pure and alloy magnesium. Based on the record in those original investigations, the
Commission concluded that circumstances had changed sufficiently so as to blur the dividing line
between pure and alloy magnesium, and to warrant treating pure and alloy magnesium as a single
domestic like product. The Commission has conducted the following two five-year reviews since its
original 2005 investigations on alloy magnesium from China and pure and alloy magnesium from Russia:
(1) Pure and Alloy Magnesium from Canada and Pure Magnesium from China (July 2006) and (2) Pure
Magnesium from China (March 2007). In the 2006 review, the Commission was evenly divided:
(1) then-Chairman Pearson and Commissioners Okun and Lane defined a single domestic like product
including both pure and alloy magnesium; and (2) then-Vice Chairman Aranoff and Commissioners
Hillman and Koplan defined pure and alloy magnesium as separate domestic like products. In the 2007
review, the Commission (then-Vice Chairman Aranoff dissenting) defined a single domestic like product
to include both pure and alloy magnesium. In making its determination in the 2007 review, the
Commission majority found that primary production of pure and alloy magnesium generally occurred in
the same facilities and by the same employees (i.e., at US Magnesium’s facility), except that additional
equipment and labor was involved for the additional step of adding alloying elements.”” The Commission
majority also relied on the shared essential physical characteristics; the overlap in the end uses of pure
and alloy magnesium in aluminum production (the single largest use for magnesium); the recognition by
some industry participants of increased competition between pure and alloy magnesium; the similarities
in channels of distribution for pure and alloy magnesium (i.e., to end users); and the convergence in
prices for the two types of magnesium.

Further discussion of the six factors on which the Commission typically bases its domestic like
product determinations as they pertain to the issue of pure vs. alloy magnesium follows.

Physical Characteristics and Uses

Pure magnesium contains not less than 99.8 percent magnesium by weight. It is typically sold to
end users who then combine it with other elements, typically aluminum, for use in a final product. A
magnesium ingot in its pure state generally has little direct commercial application except when alloyed.

Alloy magnesium consists of chemical combinations of magnesium and other materials in which
the magnesium content is 50 percent or greater but less than 99.8 percent by weight, whether or not
conforming to an ASTM specification for magnesium alloy. Alloy magnesium has a high
strength-to-weight ratio and is easily machined, making it ideal for use in a number of structural
components; for example, the alloying elements contained in alloy magnesium are critical in imparting to
the product the structural characteristics necessary for use in die casting applications.

Common Manufacturing Facilities and Production Employees
For US Magnesium, the major U.S. producer of pure magnesium ***, the production process for

pure and alloy magnesium is identical to the point when alloys are added to the pure magnesium to make
alloy magnesium. US Magnesium makes both pure and alloy magnesium using the same machinery,

™ The Commission also recognized that the alloy magnesium produced by secondary producers (recyclers)
involved different manufacturing facilities and employees than those for pure magnesium.
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equipment, and workers. For both primary pure magnesium and primary alloy magnesium, the
production of liquid pure magnesium is either cast directly into the form of pure magnesium ingots or
alloyed by the addition of alloying elements and scrap magnesium prior to casting to produce alloy
magnesium ingots. The firm indicated that the amount of value added to the magnesium in the alloying
phase is small.”® Producers of secondary magnesium (recyclers) produce only alloy magnesium, and thus
their production facilities are only for alloy magnesium.

Interchangeability

Pure magnesium is generally used in aluminum alloys and in certain other applications because of
its special metallurgical and chemical properties. At the same time, pure magnesium’s lack of structural
integrity excludes it from structural applications served by alloy magnesium, which is primarily used in
die casting of various structural parts for automobiles. Because of the need for structural integrity,
automotive manufacturers must certify that suppliers possess both the physical equipment and the
technical ability to produce automotive-grade alloy magnesium.

To an extent, however, the record shows that there is some overlap in the end uses for which pure
magnesium and alloy magnesium are employed. US Magnesium indicated that pure and alloy magnesium
are often interchangeable because some end users may be able to obtain the appropriate amount of
magnesium units necessary for their particular use from the either pure or alloy magnesium. The
company argued that both pure and alloy magnesium are used in the production of aluminum alloys,
reagents used in iron and steel desulfurization, ferroalloys, nodular iron, and in sand casting.”” In fact,
*kx

On the other hand, respondents argued that pure and alloy magnesium are rarely interchangeable
in the die casting, powder, and chemical markets. They added that die casters use alloy magnesium
exclusively and that the aluminum manufacturers have ***.”® In fact, die caster Spartan stated in its
prehearing brief “. .. aluminum producers require a unique form of alloy magnesium that is composed of
aluminum and magnesium. This specialized alloy cannot be used by die casters, which are significant
consumers of alloy magnesium.””® Spartan explained that this “unique” form of alloy magnesium cannot
be used by die casters because

“fm}agnesium die casters require specific alloying elements, within designated percentage
ranges. Their alloys are designated, standardized, and certified. A typical die casting magnesium
alloy will have specific levels of aluminum, manganese, and zinc (in the case of AZ alloys).
These alloys also will have specified limits on the maximum amounts of other elements such as
silicon, iron, copper, and nickel. If the range of aluminum, zinc or manganese is not met or
exceeded, the properties of the casting will be compromised. If the limits of the other elements
are exceeded, the die casting properties can be adversely affected. These certified specifications
guarantee that certain properties are realized in the parts that are made from the die cast

materials . . . The pure magnesium and aluminum-magnesium alloys used in the aluminum
alloying process are not suitable for the structural design needs of Spartan’s end use products and
are not interchangeable with its die cast alloys. This is because of the specific product needs and
the very different physical and mechanical property characteristics required by Spartan’s
customers. Using non-specification materials can lead to product failures, safety concerns (even
vehicle recalls), and warranty claims. As a result, even in a product as simple as a beverage can,

® US Magnesium’s prehearing brief, pp. 21-22.

7 US Magnesium’s prehearing brief, p. 13.

"8 Spartan/NADCAs prehearing brief, pp. 4-6, and AVISMA’s prehearing brief, p. 2.
™ Spartan/NADCA’s prehearing brief, p. 5.
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pure magnesium, aluminum-magnesium alloys, and alloy magnesium for die cast applications are
not interchangeable. Only when the end product specifications call for a specific set of physical
and mechanical properties can secondary material (recycled) be used and only then can any type
of substitution take place.”®

Furthermore, although aluminum alloyer Alcoa initially indicated *** .8
Customer and Producer Perceptions

Historically, customers of domestically produced pure magnesium have been largely distinct from
customers of domestically produced alloy magnesium, and that is still generally true. However,
aluminum alloyers, which historically purchased solely pure magnesium for its metallurgical properties as
it alloys well with aluminum, have also purchased alloy magnesium.® Other firms, such as
pharmaceutical manufacturers and nuclear fuel producers, purchase pure magnesium for its chemical
properties. On the other hand, customers, principally automotive die casters, purchase alloy magnesium
because of its structural and mechanical properties.®® Although it is respondents’ position that most
market participants do not consider pure and alloy magnesium to be interchangeable,® US Magnesium
has posited that “a substantial majority of the market does not perceive pure and alloy magnesium as
distinct products.”®

Channels of Distribution

The vast majority of pure and alloy magnesium is transported directly from a magnesium
production facility (in the case of U.S. producers)® and from a distribution or warehouse center (in the
case of the imported product) to end users in full truckload lots by either contract or common carriers,
with lesser amounts transported by rail. Most pure magnesium ingots are shipped in standard 12-, 25-,
50-, 250-, and 500-pound bar sizes; most alloy magnesium ingots are shipped in standard 12-, 25-, and
50-pound bar sizes. Alloy ingots may vary somewhat in dimension as some die casters require bar of a
certain dimension to fit the specific configuration of their furnace. In 2009, domestically produced pure
magnesium was *** sold to aluminum producers, whereas *** of U.S. producers’ alloy magnesium was
sold to die casters (see table I11-6 in Part 111 of this report).

8 Email from ***, counsel for Spartan, to Mary Messer, January 25, 2011 (permission granted for public
disclosure).

8 Alcoa’s supplemental questionnaire response, November 17, 2010.

8 For further information concerning purchasing practices and perceptions of aluminum alloyers, see Part Il of
this report.

8 US Magnesium pointed out, however, that die casters that recycle their own scrap may use purchased pure
magnesium to adjust the chemical composition of the alloy magnesium. US Magnesium’s prehearing brief, p. 22.

The Commission received only one producer questionnaire from a die caster in these reviews. Die caster Spartan
reported ***.

8 Spartan/NADCA’s prehearing brief, pp. 7-8.
8 US Magnesium’s prehearing brief, p. 22.

8 US Magnesium noted that its sales representatives sell both pure and alloy magnesium with “no differentiation
between pure and alloy within the sales department.” US Magnesium’s prehearing brief, p. 20. On the other hand,
respondents noted that “the *** volumes of sales of pure magnesium and alloy magnesium thus were made to
entirely separate industries.” Spartan/NADCA’s prehearing brief, p. 8.
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Price

Price data were requested in Commission questionnaires sent to U.S. producers and U.S.
importers of magnesium for the following four pricing items: (1) pure magnesium ingots containing at
least 99.8 percent magnesium but less than 99.95 percent magnesium; (2) alloy magnesium ingots
containing less than 99.8 percent magnesium sold to aluminum alloyers and meeting ASTM
specifications for alloy magnesium; (3) alloy magnesium ingots containing less than 99.8 percent
magnesium sold to aluminum alloyers and not meeting ASTM specifications for alloy magnesium; and
(4) alloy magnesium ingots containing less than 99.8 percent magnesium sold to die casters and meeting
ASTM specifications for alloy magnesium. U.S. producers and importers were asked to provide quarterly
price data by product for the period from January-March 2004 to April-June 2010. The price data
collected in these reviews show that, although there was a price difference between pure and alloy
magnesium, the prices of pure and alloy magnesium were closely correlated until ***, At that point,
prices of pure and alloy magnesium diverged, with quarterly prices of pure magnesium ranging from ***
percent to *** percent *** alloy magnesium. Further information concerning price data obtained from
guestionnaire responses and from public sources for pure magnesium and alloy magnesium are presented
in Parts 11 and V of this report.

Primary vs. Secondary Magnesium®’

The first magnesium investigations in which secondary magnesium was included in the scope
were the original investigations underlying these reviews. In its most recent prior magnesium
investigations and five-year reviews (including the original underlying investigations concerning these
current five-year reviews), the Commission addressed the domestic like product issue concerning primary
vs. secondary alloy magnesium. The Commission noted that “virtually all secondary production is of
alloy magnesium . . . if secondary magnesium is compared with primary alloy magnesium, it is clear that
the products are similar in terms of physical characteristics and uses, interchangeability, customer and
producer perceptions, channels of distribution, and price.” The Commission further noted, however, that
“the products are not like each other in terms of manufacturing facilities and employees, because primary
magnesium is made by US Magnesium through the primary production process (i.e., by decomposing raw
materials into magnesium metal) where secondary magnesium is made, largely by firms other than US
Magnesium, through a recycling process.” The Commission also noted that “if secondary magnesium is
compared with all primary magnesium (i.e., pure and alloy magnesium) the similarities between primary
and secondary products become more attenuated because of the differences between pure and alloy
magnesium.” The Commission ultimately found that primary and secondary magnesium were part of the
same domestic like product. The following discussion of the six domestic like product factors on which
the Commission may rely in making its determinations focuses on the issue of primary magnesium vs.
secondary magnesium.

8 parties have not raised this particular domestic like product issue in these current five-year reviews. However,
in light of the issue having been raised in prior magnesium proceedings, a discussion is included here.

8 Unless otherwise indicated, the information presented in this section of the report is based on responses to
industry questionnaires received in these five-year reviews and on the following publications concerning
magnesium:; Magnesium From China and Russia, Invs. Nos. 731-TA-1071 and 1072 (Final), USITC Publication
3763, April 2005; Pure and Alloy Magnesium From Canada and Pure Magnesium From China, Inv. Nos. 701-TA-
309-A-B and 731-TA-696 (Review), USITC Publication 3859, July 2006; and Pure Magnesium From China, Inv. No.
731-TA-895 (Review), USITC Publication 3908, March 2007.
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Physical Characteristics and Uses

Most primary and secondary alloy magnesium is similar physically and chemically. However,
primary pure magnesium is not used in automotive die castings. Only higher purity secondary alloy
magnesium, typically produced from scrap recovered from used automotive parts, is acceptable for use in
automotive die casting applications.

Common Manufacturing Facilities and Production Employees

Primary and secondary alloy magnesium is produced in separate facilities using separate
production processes and employees. US Magnesium is *** primary magnesium in the United States,
using magnesium-bearing brine from the Great Salt Lake in Utah as the raw material. A second primary
magnesium producer (MagPro) began producing pure magnesium ingot in 2009. Secondary alloy
magnesium is produced by recyclers from delivered scrap which is melted in a steel crucible.

Interchangeability and Channels of Distribution

Primary and secondary alloy magnesium can be used interchangeably in automotive die casting
applications if appropriate methods are utilized to assure the purity of the secondary magnesium by
removing impurities such as copper. Primary and secondary alloy magnesium are generally sold directly
to end users through common channels of distribution.

Customer and Producer Perceptions

Because primary and higher purity secondary alloy magnesium are largely identical products and
are interchangeable for the same purposes, principally automotive die castings, neither consumers nor
producers perceive them to be significantly different products. Lower-purity secondary alloy magnesium,
which does not meet ASTM specifications, is not interchangeable with primary magnesium for use in
automotive (structural) applications because of potential contamination problems. However, for many
non-structural magnesium applications, low-purity secondary alloy magnesium is interchangeable with
primary magnesium. Aluminum beverage can manufacturers can elect not to purchase secondary alloy
magnesium because of the presence of beryllium in the scrap used to produce the secondary alloy
magnesium.

Cast vs. Granular Magnesium®

The Commission also addressed the domestic like product issue concerning cast versus granular
magnesium in its most recent prior magnesium investigations and five-year reviews (including the
original underlying investigations concerning these current five-year reviews). The Commission majority
noted that in prior investigations on magnesium it had found that granular and ingot (cast) magnesium
were produced in a continuum of forms and sizes, without any clear dividing line, that they shared the
same chemical properties, were sold through similar channels of distribution, were interchangeable at

% Unless otherwise indicated, the information presented in this section of the report is based on responses to
industry questionnaires received in these five-year reviews and on the following publications concerning
magnesium:; Magnesium From China and Russia, Invs. Nos. 731-TA-1071 and 1072 (Final), USITC Publication
3763, April 2005; Pure and Alloy Magnesium From Canada and Pure Magnesium From China, Inv. Nos. 701-TA-
309-A-B and 731-TA-696 (Review), USITC Publication 3859, July 2006; and Pure Magnesium From China, Inv. No.
731-TA-895 (Review), USITC Publication 3908, March 2007.
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least for significant end uses (particularly in desulfurization), and used the same manufacturing facilities
and employees up to the grinding stage. Citing a lack of evidence that the domestic like product analysis
had changed in any way since the prior magnesium determinations, the Commission found in its most
recent proceedings that cast and granular magnesium were part of the same domestic like product.
Although the Commission majority in the original underlying investigations concerning alloy magnesium
from China and pure and alloy magnesium from Russia found cast and granular magnesium to be part of
the same domestic like product, two Commissioners® determined that cast and granular magnesium were
separate domestic like products and found grinders to be a separate industry based on their domestic like
product finding that granular magnesium was a separate domestic like product. These two
Commissioners determined that while ingot (cast) and granular magnesium shared some basic properties,
they differed in size, dimensions, shape, and other physical characteristics, such as volatility. They also
noted that granular magnesium had a different end use than cast magnesium, namely steel desulfurization,
and the two forms of magnesium were therefore not interchangeable since magnesium ingot could not be
used for steel desulfurization without first being converted to granular form. In their determination, they
reasoned that there was no meaningful overlap between cast and granular magnesium in manufacturing
facilities and employees, with commercial granular magnesium being produced exclusively by grinders,
which did not produce magnesium in ingot form. They further noted that producer and customer
perceptions differed between the two forms of magnesium, as did channels of distribution, and granular
magnesium commanded a price premium over magnesium ingot.

The following discussion of domestic like product factors focuses on the issue of cast magnesium
versus granular magnesium.

Physical Characteristics and Uses

Magnesium castings (ingots) are solid, cooled forms of molten magnesium metal. Most pure and
alloy magnesium ingots are sold in standard bar sizes ranging in weight from 12 to 500 pounds per bar.
Ingots may vary somewhat in dimension as some die casters require bar of a certain dimension to fit the
specific configuration of their furnace. Granular magnesium is cast magnesium that has been ground,
chipped, crushed, machined, or atomized into raspings, granules, turnings, chips, powder, or briquettes
and is different from cast magnesium in size, dimensions, and shape. Granular magnesium includes all
non-liquid physical forms of magnesium other than castings. Although the chemical compositions of cast
magnesium and granular magnesium are identical since granular magnesium is typically ground from cast
magnesium, granular magnesium is much more volatile than cast magnesium. Granular magnesium may
be either pure or alloy magnesium. However, based on information obtained in the previous investigation
on granular magnesium from China, granular magnesium is typically pure magnesium or “off
specification” pure magnesium (alloy magnesium not meeting ASTM specifications for alloy
magnesium).

According to the International Magnesium Association (“IMA?”), the four principal industrial uses
of magnesium worldwide are aluminum alloying; structural uses (including die casting, thixomolding,
sand casting, and magnesium wrought products); iron and steel desulfurization; and electrochemical.
Primary magnesium is generally cast into ingots or slabs. Most aluminum producers purchase larger pure
cast shapes such as rounds, billets, peg-lock ingots, or T-shapes and die casters sometimes require
magnesium in the form of ingot as an input of their furnace. Other die casters can purchase ingots and
granular primary alloy magnesium for use in magnesium alloy castings, and/or recycle scrap magnesium
generated in their die casting operations into secondary alloy magnesium. Granular magnesium, on the
other hand, is often used in the production of magnesium-based desulfurizing reagent mixtures that are

% Commissioner Marcia E. Miller and Commissioner Jennifer A. Hillman.
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used in the steelmaking process to reduce the sulfur content of steel. Lesser amounts of granular
magnesium are used in defense applications, such as military ordnance and flares.

Common Manufacturing Facilities and Production Employees

The production facilities, processes, and employees of cast and granular magnesium do not
overlap. Producers of cast magnesium in ingot form extract magnesium from raw materials and cast it
into primary pure magnesium ingots. Granular production facilities (firms known as “grinders”) purchase
cast ingot pure magnesium, transform the physical shape by grinding it, and then sell powdered/granule
magnesium to end users.

Interchangeability

Cast and granular magnesium are not considered to be interchangeable as inputs for ultimate use
in the iron and steel desulfurization market. The magnesium must first be shipped to grinders, ground
into powder per customer specifications, and then sold to the iron and steel industry. Iron and steel
desulfurization customers do not have the capability to grind cast magnesium.

Customer and Producer Perceptions
Producers of reagents, also known as grinders for iron and steel desulfurization customers,
perceive both granular and cast magnesium as potentially usable in the production of these reagents

because they are able to grind cast magnesium to the appropriate size requirements. Iron and steel
desulfurization customers do not perceive cast and granular magnesium to be the same product.
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U.S. MARKET PARTICIPANTS
U.S. Producers

Presented in table 1-7 is a list of primary and secondary producers of magnesium (including die
casters, independent alloyers, and grinders),” each company’s position on the antidumping duty orders,
production location(s), related and/or affiliated firm(s), and share of 2009 magnesium production, where
applicable. As indicated in table 1-8, not all firms responding to the Commission’s questionnaire in these
five-year reviews support the continuation of the orders subject to these reviews. *** oppose the
continuation of the orders, whereas *** takes no position on the continuation of the orders.

Other than the largest domestic primary producer of magnesium, the responding firms’
production facilities handling magnesium are located in the Midwest, Northeast, and Southeast
geographic market areas of the United States. The largest primary producer of magnesium is located near
the Great Salt Lake near Rowley, UT, and uses brine from the Great Salt Lake as the prime raw material
in its production process. A *** smaller firm that opened secondary magnesium facilities in 2004 and
*** is located in Tennessee. Responding secondary producers of magnesium (including independent
alloyers and die casters) are located in the Midwest (lllinois, Indiana, Missouri, and Ohio) and the
Southeast (Kentucky and Tennessee) and responding grinders are located in the Midwest (Indiana) and
the Northeast (New Jersey and Pennsylvania).

*** has been identified as a related party is U.S. grinder ESM. ESM, which is wholly owned by
SKW Stahl-Metallurgie Holding AG in Germany, is related to ESM Tianjin Co., Ltd., a producer of
magnesium in China, through its common parent company.?? ESM ***,

%! Domestic die casters were found by the Commission to be part of the domestic industry in its original 2005
determinations underlying these reviews; however, in the second five-year reviews on pure and alloy magnesium
from Canada and pure magnesium from China completed in 2006, the Commission concluded that domestic die
casters did not engage in sufficient production-related activities in their scrap recycling operations to be included in
the domestic industry (ies). Magnesium from China and Russia, Investigation No. 731-TA-1071-1072 (Final),
USITC Publication 3763, April 2005, p. 12, fn. 62; and Pure and Alloy Magnesium from Canada and Pure
Magnesium from China, Investigation Nos. 701-TA-309-A-B and 731-TA-696 (Second Review), USITC Publication
3859, July 2006, pp. 14-5. Domestic grinders were also found by the Commission majority to be part of a single
domestic industry in its original 2005 determinations underlying these reviews, although two Commissioners making
determinations in the original investigations found cast and granular magnesium to be separate domestic like
products and found grinders to be a separate industry. Magnesium from China and Russia, Investigation No. 731-
TA-1071-1072 (Final), USITC Publication 3763, April 2005, p. 12. In the second five-year reviews on pure and
alloy magnesium from Canada and pure magnesium from China completed in 2006, the Commission included
grinders in the domestic industry producing magnesium, but noted the lack of information with respect to such
producers. Pure and Alloy Magnesium from Canada and Pure Magnesium from China, Investigation Nos. 701-TA-
309-A-B and 731-TA-696 (Second Review), USITC Publication 3859, July 2006, p. 14. Likewise, in its 2007
review determination concerning pure magnesium from China, the Commission majority included grinders in the
domestic industry producing magnesium, although one Commissioner did not include grinders in the domestic
industry based on the finding that such firms did not engage in sufficient production-related activities. Pure
Magnesium from China, Investigation No. 731-TA-895 (Review), USITC Publication 3908, March 2007, pp. 14-15.

%2 ESM Company Website, http://www.esmii.com, retrieved on January 6, 2011; “ESM Constructs New
Magnesium Powder Atomizing Plant in North America,” The A to Z of Materials,
http://www.azom.com/news.asp?newslD=24208, retrieved on January 6, 2011; SKW Metallurgie Annual Report
2007, http://www.skw-steel.com/downloads/en/skw_ar_07.pdf, retrieved on January 6, 2011; and ***,
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Table I-7

Magnesium: U.S. producers, positions on the orders, U.S. production locations, related and/or affiliated firms,
and shares of 2009 U.S. production of pure and alloy magnesium combined

Position u.s. Share of
on production production
Firm orders location(s) Related and/or affiliated firms (percent)
Pure magnesium:
US Magnesium | *** Rowley, UT *kk *kk
MagPro* ok Camden, TN o Hx?
Alloy magnesium:?
Amacor *kk Anderson, IN *kk Fkk
KB Alloys ok Robards, KY b i
MagPro1 *kk Camden, TN e e
MagReTech *kk Bellevue, OH *kk *kk
Sparta, IL
Spartan *kk Mexico, MO *kk *kk
US Magnesium | *** Rowley, UT Fhk *kk
Total 100.0
Granular magnesium:
Kingsbury, IN
ESM *kk Saxonburg, PA *kk *kk
Hart Frk Tamaqua, PA Frk Frk
Reade xokk Manchester, NJ | *** Fkk
Total 100.0

2 xkx

® Includes recyclers, alloyers, and die casters.

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

! MagPro, primarily a secondary producer of magnesium, ***. MagPro produced *** metric tons of primary commaodity-grade pure
magnesium ingot in 2009 and *** metric tons during the first half of 2010.
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Table I-8
Magnesium: U.S. producers and explanations of positions on the continuation of the orders

Position
on
Firm orders Explanation of position
Amacor falalal kel
ESM *kx *k*
Hart *kx *kx
KB Alloys falelal folelal
MagPro *kx *kx
MagReTech falalal kel
Reade *kx *kx
Spartan *k*k *kKk
US Magnesium | *** kel
Source: Compiled from data submitted in response to Commission questionnaires.

Primary Producers

During a portion of the 2000-03 period examined in the investigations underlying these reviews,
there were two U.S. producers of primary magnesium, US Magnesium and Northwest Alloys.* In 2001,
Northwest Alloys ceased producing magnesium, leaving US Magnesium as the sole remaining U.S.
producer of primary magnesium at that time. The Commission received a complete questionnaire
response from domestic primary magnesium producer US Magnesium in these five-year reviews. The
Commission also received a partially complete questionnaire response from MagPro, primarily a
secondary magnesium producer that began to add a *** primary magnesium capacity to its facility in
2008 and currently produces ***.%

Secondary Producers

There were four known U.S. producers of secondary alloy magnesium® during the 2000-03
period examined in the Commission’s original investigations ***, namely Advanced Magnesium Alloys

° Northwest Alloys, a subsidiary of Alcoa Inc., Pittsburgh, PA, produced ***. Northwest Alloys’ parent
company (Alcoa) *** in the production of aluminum sheet for beverage cans at that time.

* Employment data were not provided by MagPro in its questionnaire response. Limited (but mostly unusable)
financial data were provided. Questionnaire response of MagPro and Response of US Magnesium to the
Commission’s Notice of Institution, March 31, 2010, p. 9.

% Secondary producers are firms that produce magnesium by recycling aluminum alloys or magnesium-based
scrap.
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Corp. (“Amacor”);*® Garfield Alloys, Inc. (“Garfield”); Halaco Engineering, Inc. (“Halaco”); and
MagReTech, Inc. (“MagReTech”). Of these firms, only Amacor and MagReTech produced secondary
magnesium during the 2004-09 time period for which the Commission requested information in these
current five-year reviews.”” Both secondary producers provided a response to the Commission’s
questionnaire in these reviews. In their responses, they indicated that they also ***.*® In addition, a third
secondary producer of alloy magnesium (MagPro LLC (“MagPro”)) opened its U.S. secondary
magnesium production facility in 2004 and provided a partially complete response to the Commission’s
questionnaire.*

Die Casters

In addition to firms such as Amacor, MagPro, and MagReTech that sell secondary alloy
magnesium commercially, some die casters produce secondary alloy magnesium from scrap for use in
their own die casting operations. In the original underlying investigations on alloy magnesium from
China and pure and alloy magnesium from Russia, the Commission considered these die casters to be
domestic producers of magnesium.’® Spartan Light Metal Products, Inc. (“Spartan”) is a domestic die
caster that produces secondary alloy magnesium for internal use in the production of die cast parts.
Spartan was the only die caster that provided a response to the Commission’s questionnaire in these
current five-year reviews.

Independent Alloyers

Some firms produce magnesium alloys by melting purchased magnesium ingot with other
elements (e.g., aluminum) in induction furnaces and making castings from the cooled alloys. KB Alloys,
a producer of magnesium/aluminum alloys from purchased ingots, provided the Commission with a
response to the producers’ questionnaire in these reviews. The firm commercially sells 50%Al-50%Mag
alloys and 32%Al-68%Mag alloys to the U.S. and export markets in the form of castings that range from
5-ounce buttons to 30-pound slabs.

Grinders

In its original final determinations, the Commission majority considered grinders to be domestic
producers of magnesium based on the relatively high amount of value added by grinders and the fact that

% Amacor, which began operations in 2001, purchased Xstrata Magnesium Corp. (“XMC”) on April 3, 2003.
The XMC plant was originally commissioned in 2000 to recycle scrap to produce magnesium alloy for the U.S. auto
industry. A January 2005 fire at its production facility temporarily halted magnesium production. Magnesium from
China and Russia, Investigations Nos. 731-TA-1071-1072 (Final)-Staff Report, INV-CC-031, March 11, 2005, p. I-
4; and Pure and Alloy Magnesium From Canada and Pure Magnesium From China, Inv. Nos. 701-TA-309-A-B and
731-TA-696 (Second Review), USITC Publication 3859, July 2006, p. I-33.

% Garfield was ***. Garfield Alloys’ production facility was destroyed in a fire on December 29, 2003. Halaco
filed for chapter 11 bankruptcy protection on July 24, 2002 and ceased production of magnesium on September 23,
2004. Magnesium from China and Russia, Investigations Nos. 731-TA-1071-1072 (Final)-Staff Report, INV-CC-
031, March 11, 2005, p. I-4; and Pure and Alloy Magnesium From Canada and Pure Magnesium From China, Inv.
Nos. 701-TA-309-A-B and 731-TA-696 (Second Review), USITC Publication 3859, July 2006, p. I-33.

98 *k*

% MagPro also *** began production of primary commodity-grade pure magnesium *** in 2009.

100 See Magnesium from China and Russia, Investigation Nos. 731-TA-1071-1072 (Final), USITC Publication
3763 (April 2005), p. 12, fn. 62.
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grinders were included in the domestic industry in a recent prior investigation involving magnesium (after
fully analyzing the overall nature of grinders’ production-related activities in the United States), despite
the limited information received from the domestic grinders in the original final investigations.™™ There
are currently several magnesium grinders in the United States that purchase magnesium ingot, slab, or
granules (typically pure magnesium), and grind magnesium for use in the production of reagents or other
magnesium-containing products. Three grinders (ESM Group, Inc. (“ESM”); Hart Metals, Inc. (*Hart”);
and Reade Manufacturing, Inc. (“Reade”)) provided *** data and other information in response to the
Commission’s questionnaire.

U.S. Importers

During the Commission’s original investigations, 18 U.S. importers of magnesium provided
usable responses to the U.S. importer questionnaire. Major reporting U.S. importers of magnesium from
China were ***, U.S. importers of magnesium from Russia included ***,*%?

In these current five-year reviews, the Commission sent importers’ questionnaires to hundreds of
firms who may have imported magnesium from any country into the United States during 2004-09.1%
Sixteen firms provided a response to the Commission’s importer questionnaire in these five-year reviews,
indicating that they had imported magnesium during this time period. Table I-9 lists all responding U.S.
importers of magnesium, their locations, and their shares of U.S. imports, by source, during 2004-09.

Table I-9
Magnesium: U.S. importers, U.S. locations, source(s) of imports, and shares of subject imports
during 2009

* * * * * * *

As the table illustrates, the following five firms reported importing subject alloy magnesium from
China during 2004-09: ***. The following four firms reported importing subject pure magnesium from
Russia during 2004-09: ***. No responding firms reported imports of subject alloy magnesium from
Russia during the period examined in these reviews and no responding importer reported imports of
nonsubject pure magnesium from China. According to official import statistics, by 2009 there were no
imports of alloy magnesium from Russia and imports of pure magnesium from Russia and alloy
magnesium from China had fallen to 315 and 142 metric tons, respectively.

101 See Magnesium from China and Russia, Inv. Nos. 731-TA-1071 and 1072 (Final), USITC Publication 3763
(April 2005), pp. 11-12. Commissioners Jennifer A. Hillman and Marcia E. Miller found that although grinders
engage in sufficient production-related activity to be considered domestic producers, grinders were a separate
industry from the industry producing pure and alloy magnesium because granular magnesium was found to be a
separate domestic like product by those two Commissioners. See Magnesium from China and Russia, investigation
Nos. 731-TA-1071-1072 (Final), USITC Publication 3763 (April 2005), pp. 11-12 and fn. 58.

192 Magnesium from China and Russia, Investigations Nos. 731-TA-1071-1072 (Final)-Staff Report, INV-CC-
031, March 11, 2005, pp. I-4 and IV-1.

192 The mailing list was developed from the original investigations, from responses to the Commission’s notice of
institution in these reviews, and from U.S. Customs and Border Protection (“Customs™). Importers’ questionnaires
were also sent to all firms that may have produced magnesium (primary and secondary producers, as well as
grinders) in the United States during the period examined in these five-year reviews.
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U.S. Purchasers

The Commission sent purchasers’ questionnaires to approximately 60 firms believed to have
purchased pure or alloy magnesium during the period 2004-09. Responses were received from 41 firms
that purchased pure or alloy magnesium during this period. Based on questionnaire responses, the three
largest reporting U.S. purchasers of pure magnesium in 2009 were ***, The three largest reporting U.S.
purchasers of alloy magnesium in 2009 were ***,

Forty-one purchasers, accounting for *** percent of U.S. apparent consumption of magnesium in
2009, provided purchaser questionnaire responses. ***, the largest purchaser of pure magnesium,
reported pure magnesium purchases of $*** (*** percent of the quantity of apparent U.S. consumption of
pure magnesium) in 2009. *** characterized itself in its questionnaire response as an aluminum alloyer.
The next largest responding purchasers of pure magnesium were ***, *** characterized itself as ***; ***
characterized itself as ***; and *** characterized itself as ***. *** the largest purchaser of alloy
magnesium, reported alloy magnesium purchases of $*** (*** percent of the value of apparent U.S.
consumption of alloy magnesium) in 2009. *** which purchased magnesium ingot for resale to die
casters. The next largest responding purchasers of alloy magnesium were ***. Both *** characterized
themselves as die casters, and *** characterized itself as ***.

The Commission received questionnaire responses from 41 purchasers.'® Eleven purchasers
described themselves as die casters, 8 as aluminum alloyers, 2 as distributors, 2 as desulfurizers, and 17
firms described their firm type as something other.'®

APPARENT U.S. CONSUMPTION AND MARKET SHARES

Information on apparent U.S. consumption and market shares for magnesium is presented in table
1-10.2% Apparent U.S. consumption of magnesium, as shown at table 1-10, is based on U.S. producers’
U.S. shipments of magnesium and subject imports as compiled from official U.S. import statistics of
Commerce.

The demand for magnesium in the United States is derived primarily from the final product
demand in its major end-use segments: aluminum alloying for aluminum packaging, die casting for use
in the automotive/transportation industry, iron and steel desulfurization for use in the construction
industry, and various uses in the aerospace and chemical intermediates industries. Demand for these end
uses in the United States generally tracks overall economic activity, which had increased for several years
prior to the recession in 2008, but fell in 2009.1%

104 Not every purchaser responded to every question in the questionnaire.

105 “Other” includes purchasers who described themselves in a variety of ways, including sand casters (2
purchasers), casters (2), trading company to die casters (1), reseller to auto die caster (1), gravity caster (1),
aluminum die caster (1), forged ring manufacturer (1), titanium and zirconium sponge manufacturer (1), thixomolder
(1), manufacturer of magnesium iron alloys (1), manufacturer of magnesium powder, sheet, and plate (1), chemical
production synthesis (1), aluminum rolling mill (1), and two firms reported “other.”

106 Symmary data for pure and alloy magnesium are presented in appendix C, tables C-2 and C-3.

197 Response of US Magnesium to the Commission’s Notice of Institution, March 31, 2010, pp. 5, 10,14, 17, and
18; Response of SMW and SZD to the Commission’s Notice of Institution, March 31, 2010, pp. 12-13; and various
questionnaire responses.
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Table I-10

Magnesium:! U.S. shipments of domestic product, U.S. imports, apparent U.S. consumption, and market shares, by
sources, 2004-09, January-June 2009, and January-June 2010

Jan.-June
Item 2004 2005 2006 2007 2008 2009 2009 2010
Quantity (metric tons)
U.S. producers’ U.S.
Shipmentsz *kx *kx **k* **k* *kx *kx **k* **k%x
U.S. imports from:
Subject sources:
China (alloy) 13,262 36 34 46 287 142 111 21
Russia (pure and alloy) 23,439 12,573 13,038 6,105 2,210 315 20 298
Subtotal, subject 36,701 12,610 13,072 6,152 2,498 458 132 319
Nonsubject sources:
Canada 26,265 31,003 29,108 15,261 3,228 733 396 472
China (pure) 6,812 1,503 335 3,476 19,113 4,968 4,269 439
Israel 13,320 15,074 10,757 17,188 26,148 16,491 8,043 8,875
All other sources 7,256 12,453 5,919 8,906 7,612 4,011 2,140 4,008
Subtotal, nonsubject 53,653 60,033 46,119 44,831 56,101 26,203 14,848 13,794
Total U.S. imports 90,355 72,642 59,191 50,982 58,599 26,661 14,980 14,113
Apparent US COnSUmptiOn *kx *kx **k* **k* *kx *kx **k* **k*
Value ($1,000)
U.S. producers’ U.S.
Shipmentsz *kx *kx **k* **k* *kx *kx **k* * k%
U.S. imports from:
Subject sources:
China (alloy) 35,765 89 101 129 1,697 723 616 78
Russia (pure and alloy) 50,843 32,162 29,616 14,198 8,475 1,421 136 951
Subtotal, subject 86,609 32,251 29,717 14,327 10,172 2,144 751 1,029
Nonsubject sources:
Canada 77,352 99,703 87,626 53,304 17,921 3,543 1,615 1,986
China (pure) 16,255 4,246 809 11,386 106,024 25,196 21,553 1,325
Israel 41,228 54,172 31,316 50,915 101,055 65,320 32,018 40,677
All other sources 24,131 40,524 21,631 31,752 47,519 27,062 15,487 20,201
Subtotal, nonsubject 158,966 198,645 141,382 147,358 272,520 121,121 70,672 64,189
Total U.S. imports 245,575 230,895 171,099 161,685 282,692 123,265 71,424 65,218
Apparent US COnSUmptiOn *kx *kx **k* **k* *kx *kx **k* **k*

Table continued on the following page.
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Table I-10--Continued

Magnesium:! U.S. shipments of domestic product, U.S. imports, apparent U.S. consumption, and market shares, by

sources, 2004-09, January-June 2009, and January-June 2010

Jan.-June
Item 2004 2005 2006 2007 2008 2009 2009 2010
Share of quantity (percent)
U.S. producers’ U.S.
shipmentSZ **kx *kx **k* **k* *kx *kx **k* **k*
U.S. imports from:
Subject sources:
China (alloy) *xk *kk *kk *kk *kk *kk Kk *kk
Russia (pure and alloy) Fkx faale Hkk falaid ek HkKk *okk o
Subtotal, subject *kk *kk *kk *kk *kk *kk Kk *kk
Nonsubject sources:
Canada *kx *kx **k* * k% *kx *kx **k* *k*k
China (pure) **kx *kx **k*k **k* **kx *kx *k* **k*
|Srae| *kx *kk **k* * k% *kx *kx **k* *k*k
A" Other sources *kx *kx **k* **k* *kx *kx **k*k **k*
Subtotal, nonsubject FkKk Kok Kk *kx ok Kok e Kk
Total U.S. imports k% Fkk ok Fkk *kk Kk *hK e
Apparent U.S. consumption 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Share of value (percent)
U.S. producers’ U.S.
shipmentSZ **kx *kx **k* **kx *kx *kx **k* **kx
U.S. imports from:
Subject sources:
China (alloy) *kk *kk Kk *kk *kk *kk Kk *kk
RUSSia (pure and alloy) *kx *kx **k* **kx *kx *kx **k* **k*
Subtotal, subject kil *hk *kk *kk *kKk KAk Kk *kk
Nonsubject sources:
Canada *kx *kk **k* * k% *kx *kx **k* *k*k
China (pure) **kx *kx **k* **kx *kx *kx **k* **k*
|Srae| *kx *kx **k* * k% *kx *kx **k* * K%k
A" Other sources **kx *kx **k* **kx *kx *kx **k* **kx
Subtotal, nonsubject *xk Fkk *kk *kk *kk KAk Kk *kk
Total U.S. imports k% Fkk ok Fkk *kk Kk *hK e
Apparent U.S. consumption 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

* No U.S. producers or U.S. importers reported shipments or imports of “off-specification pure” magnesium.

values of the alloy magnesium *** were estimated based on the average unit value of total U.S. producers’ U.S. commercial shipments.

based on HTS subheadings 8104.11.00 (pure magnesium ingots), 8104.19.00 (alloy magnesium ingots), and 8104.30.00 (magnesium
granules). Import values are landed, duty-paid.

2 Alloy magnesium *** are included in the shipment data presented. To avoid the understatement of the value data presented, the shipment

Source: Compiled from data submitted in response to Commission questionnaires and official Commerce statistics. Subject import data for
China are based on HTS subheading 8104.19.00 (alloy magnesium ingots). Nonsubject import data and subject import data for Russia are
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As indicated, the apparent U.S. consumption of magnesium, in terms of quantity, followed
general U.S. economic trends. In terms of quantity, apparent U.S. consumption of magnesium fell from
2004 to 2006, increased from 2006 to 2008, but fell in 2009 to a level that was *** percent lower than
was reported for 2004. However, apparent U.S. consumption was *** percent higher on the basis of
quantity during the first half of 2010 than in the corresponding period of 2009. A similar trend was
observed for the value of apparent U.S. consumption.

The annual share of apparent U.S. consumption (on the basis of quantity) accounted for by
domestic magnesium producers increased overall throughout the period examined in these five-year
reviews, from a low of *** percent in 2004 to a high of *** percent in 2009; the share was *** percent in
January-June 2010 compared with *** percent in the comparable period of 2009. Conversely, the annual
combined share of apparent U.S. consumption (on the basis of quantity) accounted for by U.S. imports of
subject magnesium from China and Russia fell overall from *** percent in 2004 to *** percent in 2009.
The aggregate share held by the subject merchandise from China and Russia was marginally higher at ***
percent during the first half of 2010. The annual share of the quantity of apparent U.S. consumption of
magnesium held by nonsubject sources (dominated by Canada during 2004-06 and Israel thereafter)
fluctuated from a low of *** percent in 2004 to a high of *** percent in 2005; the share was *** percent
in January-June 2010 compared with *** percent in the corresponding period of 2009.

1-43






PART Il: CONDITIONS OF COMPETITION IN THE U.S. MARKET
U.S. MARKET CHARACTERISTICS

The four principal uses of magnesium in the U.S. market are aluminum alloying (used for
packaging, transportation, and other applications), structural uses (used in castings, thixomolding,* and
wrought products), desulfurization of iron and steel, and other uses (including electrochemical uses).?
Aluminum alloying is the leading use of magnesium, accounting for 43 percent of apparent U.S.
consumption in 2004, decreasing to 41 percent in 2009. Structural uses of magnesium accounted for 38
percent of apparent U.S. consumption in 2004, decreasing to 32 percent in 2009. Desulfurization of iron
and steel accounted for 16 percent of U.S. apparent consumption in 2004, falling to 13 percent in 2009.
U.S. consumption for other uses increased from 3 percent in 2004 to 14 percent in 2009.2* Traditionally,
these magnesium markets are supplied by magnesium in three general product divisions: primary vs.
secondary magnesium, pure vs. alloy magnesium, and cast vs. granulated magnesium. Pure primary
magnesium is used in cast form for aluminum alloying and in cast or granular form for iron and steel
desulfurization, while primary alloy magnesium is used in diecasting, which requires alloy magnesium
and cannot use pure magnesium.®

Pure vs. Alloy Magnesium

Petitioners allege that the bulk of the magnesium market can use pure and alloy magnesium
interchangeably. US Magnesium contends that in both aluminum alloying and iron and steel
desulfurization applications, purchasers buy magnesium based on the pounds of magnesium. It reports
that for these users, the purchasing decision is based on price for the amount of magnesium, regardless of
the specific chemistry and alloying element.® According to ***, *** has had multiple requests for quotes
for both pure and alloy magnesium, with price being the determining factor. *** further states that
aluminum producers have utilized a wide range of alloy compositions varying from 90 to 99 percent
magnesium and 10 to less than 1 percent aluminum.” ®

Respondents contend that pure magnesium and alloy magnesium are used by different end users,
with limited interchangeability. They have reported that the diecasting process is incapable of casting
pure magnesium due to its lack of structural integrity. Additionally, they state that aluminum alloyers

! Thixomolding is a method of processing alloy magnesium based on material flow in a semi-solid state to
achieve thin wall, high density, and complex shaped components; the material is heated in a controlled environment
before injection into a mold. International Magnesium Association (IMA), http://www.intlmag.orag/fag.html,
retrieved October 26, 2010.

2 The principal industrial uses of magnesium are presented in Part | of this report.
% U.S. Geological Survey, Magnesium, Annual Publication 2005 and Annual Publication 2010.

* US Magnesium estimated that titanium accounted for *** percent of total U.S. consumption of magnesium in
2007-08, *** percent in 2009. US Magnesium’s posthearing brief, responses to questions from Commissioner
Williamson, p. 7. Based on ATI’s purchasing data, staff calculates that titanium accounted for *** percent of total
U.S. consumption of magnesium in 2007, *** percent in 2008, and *** percent in 2009. ***. US Magnesium’s
posthearing brief, exhibit 6.

> IMA, http://www.intlmag.org/fag.html, retrieved October 26, 2010.
® Hearing transcript, pp. 35-36 (Tissington).

7 xk*x

8 According to *** it has entered into a one-year contract in 2011 in which it has agreed to purchase from ***,
Email from ***, December 15, 2010.
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overwhelmingly use pure magnesium because they also require magnesium that lack impurities.
Respondents contend that aluminum manufacturers infrequently use off-specification secondary alloy
magnesium, but that the substitution creates technical obstacles and requires changes to the manufacturing
process.’ ATI, a large U.S. producer of titanium sponge, stated that it can only use pure magnesium
because it requires magnesium that is free of contaminants.*

U.S. purchasers were asked to identify the shares of pure and alloy magnesium that they
purchased in 2009 for various end uses. The overwhelming majority of purchasers bought magnesium for
only one end use. Fourteen purchasers used 100 percent of their purchased pure magnesium for
aluminum alloying, one firm used 67 percent of its purchased pure magnesium for desulfurization, one
firm used 4 percent of its purchased pure magnesium for desulfurization, and five used all of their
purchased pure magnesium for other uses including sand castings, titanium and zirconium sponge
production, exothermic heat sources, and R&D.* Six purchasers used 100 percent of their purchased
alloy magnesium for aluminum alloying, eight used all of their purchased alloy magnesium for diecasting,
and eight used all of their purchased alloy magnesium for other uses including sand castings, thixo-
forming alloy, and forging.

As shown in figure 11-1, customers of pure magnesium were largely distinct from customers of
alloy magnesium in 2009. Aluminum alloyers, desulfurizers, and titanium sponge producers
overwhelmingly purchased pure magnesium, while diecasters and other end users predominantly

purchased alloy magnesium.

Figure II-1
Magnesium: Shares of purchased quantities of pure magnesium and alloy magnesium by firm

type, 2009
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Source: Compiled from data submitted in response to Commission questionnaires.

® Respondent Spartan/NADCA’s posthearing brief, responses to questions from Commissioner Aranoff, appendix
p. 7.
10 Hearing transcript, p. 79 (Hassey).

1 One purchaser reported purchasing *** percent of its pure magnesium for specialty products, magnesium butts,
and remelt, and one purchaser reported purchasing *** percent of its pure magnesium for manufacturing magnesium

sheet and plate.
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Furthermore, aluminum manufacturers were asked if they purchased both primary pure
magnesium and primary or secondary alloy meeting ASTM standards.'> Two aluminum alloyers reported
purchasing both types of magnesium. *** reported purchasing trial quantities of alloy magnesium which
were used for the same application as pure magnesium in the last six years. During the period of review,
*** percent of *** total magnesium purchases was alloy magnesium. *** reported purchasing both
interchangeably since 2000. During the period of review, *** percent of *** total magnesium purchases
was alloy magnesium. ***, an aerospace sand caster, reported purchasing both primary pure magnesium
and primary or secondary alloy meeting ASTM standards for years. During the period of review, ***
percent of its total magnesium purchases was pure magnesium.

U.S. producers and importers were asked to what extent alloy magnesium competes with pure
magnesium and in what end-use markets. Four of nine responding producers and ten of 14 responding
importers reported that alloy magnesium does not compete with pure magnesium. Several firms provided
additional comments. U.S. producer *** added that pure magnesium does not possess the necessary
mechanical properties required by end users of the die cast product. U.S. producer *** stated that pure
magnesium does not compete with alloy magnesium in the powder markets. Importer *** stated that the
two products are not interchangeable in the chemical market. Importer *** indicated that alloy
magnesium is generally sold at a premium over pure magnesium and, therefore, does not compete with
pure magnesium.

Five producers and four importers reported, however, that alloy magnesium and pure magnesium
do compete in certain end-use markets.®® U.S. producers ***, *** and *** and three importers stated that
alloy magnesium competes with pure magnesium in the aluminum alloying market segment. In addition
to aluminum alloying, three importers listed diecasting and desulfurization as end-use markets in which
alloy magnesium competes with pure magnesium.

As shown in figure 11-2, the domestic producers’ prices of pure magnesium and alloy magnesium
were closely correlated until ***, At that point, the prices of the two types of magnesium diverged, with
quarterly prices of pure magnesium ranging from *** percent to *** percent *** alloy magnesium.** *°
The weighted-average prices for pure and alloy magnesium in 2004 were $*** and $*** respectively, but
by 2009 the weighted-average prices were $*** for pure magnesium and $*** for alloy magnesium. By
*** the gap between the price of pure and alloy magnesium grew wider, with the weighted-average price
for pure magnesium increasing to $*** and the weighted-average price of alloy magnesium falling to

$*~k*

12 1n addition, ***, an aluminum die caster, reported using secondary aluminum alloys in which it adds pure
magnesium as needed to the furnaces in order to maintain the metal bath in specification. *** did not report any
purchases of alloy magnesium in its U.S. purchaser questionnaire response.

13 U.S. producer *** stated “competition is in all areas. Imported pure magnesium can be easily alloyed locally.”
U.S. producer questionnaire response, section 1V-18.

14 US Magnesium sold *** percent of all domestically-produced pure magnesium and approximately *** percent
of all domestically-produced alloy magnesium during the period of review. In 2008, the weighted-average price of
US Magnesium’s pure magnesium was ***, In 2009, the weighted-average price of US Magnesium’s pure
magnesium was ***,

15 #+x the second-largest supplier of alloy magnesium during the period of review, *** its prices of alloy
magnesium by a $*** from 2007 to 2008. During the first 2 quarters of 2008, *** weighted-average price of alloy
magnesium was approximately *** percent *** than all domestic alloy producers. *** reduced its sale volumes of
alloy magnesium by *** percent in 2009 from the previous year.
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Figure 11-2
Magnesium: U.S. weighted-average quarterly prices of domestic pure and alloy magnesium,
January 2004-June 2010

* * * * * * *

Identified instances of a supply arrangement in which alloy magnesium was substituted in the
place of pure magnesium were limited. When asked if their firms had been involved in a supply
arrangement whereby alloy magnesium could be supplied in the place of pure magnesium, or vice versa,
only three of the nine responding U.S. producers, one of eleven importers, and four of 35 purchasers
reported “yes.” *** of the responding foreign producers reported “no.” U.S. producers *** reported that
the aluminum industry is the segment which most often uses alloy magnesium as a substitute for pure
magnesium. U.S. producer *** further noted that aluminum producers that allow this type of
arrangement will adjust alloy magnesium pricing in order to reflect the lower magnesium content as
compared to pure magnesium. Importer *** and purchaser *** noted that a small percentage of alloy
magnesium may be substituted for pure magnesium in desulfurization. Purchaser ***, an aluminum
alloyer, reported that alloy magnesium could be supplied in the place of pure magnesium with a financial
adjustment. Purchaser ***, an aerospace sand caster, noted that it has the capability to customize its melt
practice to match what it purchases and what is available. Six U.S. producers, 10 importers, 31
purchasers, and all 6 responding foreign producers reported that their firms had not supplied or purchased
alloy magnesium in place of pure magnesium, or vice versa.

Purchasers were asked how difficult it would be to interchangeably use pure and alloy
magnesium in their firms’ applications. The nine responding aluminum alloyers had mixed responses.
Four of the aluminum alloyers said that pure and alloy magnesium are not interchangeable. *** added
that the current qualified manufacturing process does not allow for substitution between pure magnesium
and alloy magnesium, and if chemically possible, would require a total re-qualification by the firm and its
customers. However, five aluminum alloyers reported that pure and alloy magnesium are
interchangeable.'® *" *** added that certain elements such as beryllium, zinc, or other rare earth metals
make interchanging alloy with pure magnesium more difficult and occasionally impossible.

The six responding diecasters were unanimous that interchanging pure and alloy magnesium
would be at best extremely difficult and most likely impossible, citing customers’ specifications. ***
added that pure magnesium cannot be die cast, nor would the end die cast product meet the customer
performance specifications.

Among desulfurizers, *** noted that it would not be difficult to interchange pure and alloy for
desulfurization except in specialty products.

Among other end users, *** said that both pure and alloy magnesium are used when making
adjustments to the chemistry in sand casting, but the remaining other 11 end users described
interchangeability as difficult to impossible.

16 %= stated that “although there are limited circumstances in which *** can substitute a limited form of alloy
magnesium for pure magnesium, *** does not consider alloy magnesium as defined in the Commission’s original
investigation readily interchangeable with pure magnesium.” ***,

" Four of nine aluminum alloyers reported purchases of both pure magnesium and alloy magnesium during the
period of review. Alloy magnesium as a percentage of aluminum alloyers’ total annual magnesium purchases ranged
from 4.6 percent to 10.6 percent.
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Primary vs. Secondary Magnesium

Purchasers were also asked how difficult it would be to interchangeably use primary and
secondary magnesium. Aluminum alloyers were again divided in their opinions. Two of the seven
responding aluminum alloyers reported difficulty in interchanging primary and secondary magnesium.
*** stated that secondary magnesium would be more difficult to use due to the increased levels of oxides
in the metal, which would cause production problems in the alloying process. *** reported that
interchanging primary with secondary magnesium would not be difficult as long as the secondary product
did not contain beryllium or rare earth metals. *** and *** reported that secondary magnesium would be
acceptable as long as it met the firm’s specifications and primary standards; and *** stated that it used
them interchangeably.

Among diecasters, though, six firms said that primary and secondary magnesium could be used
interchangeably as long as other specifications and qualifications were met. Only *** described
interchangeability as extremely difficult. *** said that primary and secondary magnesium were
interchangeable for its desulfurization uses, but could not be interchanged for its specialty products.
Among other end users, two said that they could use primary and secondary magnesium interchangeably
and eight said that they could not.

Primary Pure vs. Secondary Alloy Magnesium

Purchasers who identified themselves as aluminum alloyers were asked if they had purchased both
primary pure magnesium and secondary alloy magnesium. Three of the six responding aluminum alloyers
said that they did not purchase both secondary alloy and primary pure magnesium. The remaining three
aluminum alloyers indicated that they purchased both and provided comments. *** stated that it has been
purchasing both secondary alloy and primary pure magnesium for eight years, and used secondary alloy
magnesium in specific applications that may also use primary magnesium; it currently is not using
secondary alloy magnesium for any applications. *** said that it purchased both secondary alloy and pure
magnesium, starting sometime before 2004. *** reported that it has been purchasing pure magnesium
since 1993 and recycled magnesium since 2000, which are both used for the same purposes.

U.S. producers and importers were asked if their customers for secondary alloy magnesium that
meets ASTM specifications were different than their customers for such magnesium that does not meet
ASTM specifications. Of the four responding U.S. producers, ***, *** and *** responded “ yes,” and ***
responded “sometimes.” *** stated that customers purchasing alloy magnesium meeting ASTM
specifications are diecasters, whereas aluminum and titanium producers do not want beryllium in their
product. *** reported that while diecasters always request secondary alloy that meets ASTM
specifications, secondary magnesium that does not meet ASTM specifications can only be sold to
aluminum alloyers. Among the two responding importers, one reported “no,” and *** reported that it
always supplies secondary alloy that meets ASTM specifications to both aluminum and diecasting
industries.

CHANNELS OF DISTRIBUTION
The predominant channel of distribution is to end users. As seen in table I1-1, *** of the U.S.

producers’ U.S. shipments of pure magnesium were to end users. *** of the importers’ U.S. shipments of
pure magnesium from China went to end users. *** U.S. shipments of pure magnesium from Russia was
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to end users in ***.2® The vast majority of U.S. producers’ U.S. shipments of alloy magnesium was to
end users. *** of the importers’ U.S. shipments of alloy magnesium from China as well as from
nonsubject countries went to end users.

Table 1I-1

Magnesium: U.S. producers’ and U.S. importers’ shares of reported U.S. shipments of pure
magnesium and alloy magnesium, by sources and channels of distribution, 2004-09, January-June
2009, and January-June 2010

* * * * * * *

The Commission received questionnaire responses from 41 purchasers.'® Eleven purchasers
described themselves as diecasters, 8 as aluminum alloyers, 2 as distributors, 2 as desulfurizers, and 17
firms described their firm type as something other.?’ Table I1-2 summarizes the purchases of pure and
alloy magnesium as a share of total annual purchases by firm type for the 38 responding firms for 2004-
09. Excluding “other,” pure magnesium purchased by aluminum alloyers and alloy magnesium
purchased by diecasters represent most of the annual reported purchases.?

Geographic Markets

Four of the eight responding U.S. producers and four of 12 responding importers reported selling
magnesium nationwide; only one of these importers imported subject magnesium from China, and
another imported subject magnesium from Russia. The remaining three U.S. producers reported selling to
two or more regions, mainly to the Southeast. Of the remaining eight importers, one importer only sells
to the Mountains region; one importer only sells to the Midwest; and six importers supply to two or more
regions, including to the Midwest (all 6), the Southeast (4), and the Pacific Coast (3). Details regarding
the geographic presence of U.S. producers and importers of magnesium appear in table 11-3.

18 #+x importer of pure magnesium from Russia, *** decreased its U.S. shipments to end users beginning in 2007.
*** has not imported pure magnesium from Russia since 2008, and its last U.S. shipments of pure magnesium went
to distributors in the 2009 interim period. *** has no plans on importing pure magnesium in the future.

1° Not every purchaser responded to every question in the questionnaire.

20 «“Other” includes purchasers who described themselves in a variety of ways, including sand casters (2
purchasers), casters (2), trading company to diecasters (1), reseller to auto die caster (1), gravity caster (1), aluminum
die caster (1), forged ring manufacturer (1), titanium and zirconium sponge manufacturer (1), thixomolder (1),
manufacturer of magnesium iron alloys (1), manufacturer of magnesium powder, sheet, and plate (1), chemical
production synthesis (1), aluminum rolling mill (1), and two firms reported “other.”

21 Under “other” purchaser type, resellers to automobile die casters accounted for the largest share of alloy
magnesium. If purchases by resellers to automobile die casters is included under “die caster,” the share of alloy
magnesium used by die casters would increase to 42.5 percent in 2004, falling to 34.9 percent in 2009.
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Table 11-2
Magnesium: Shares of purchased pure magnesium and alloy magnesium from all sources, by firm
type, 2004-09

Magnesium Share of pure and alloy magnesium purchases (percentage)
Type of purchaser type 2004 2005 2006 2007 2008 2009
Pure 42.2 45.0 45.6 39.0 40.4 454
Aluminum alloyer Alloy 2.9 2.2 2.2 3.4 4.8 2.3
Pure 0.0 0.0 0.0 0.0 0.0 0.0
Die caster Alloy 20.6 18.7 15.7 14.7 15.0 11.7
Pure 1.9 3.0 0.4 2.0 1.1 0.3
Distributor Alloy 0.4 0.5 0.2 1.0 0.2 0.0
Pure 55 4.9 7.6 9.7 8.8 5.0
Desulfurizer Alloy 0.0 0.0 0.0 0.0 0.0 0.1
Pure - — — — — —
Titanium sponge
production Alloy 0.0 0.0 0.0 0.0 0.0 0.0
Pure — — — — — ok
Other Alloy 24.7 23.6 23.6 21.3 14.5 24.1
Totals 100.0 100.0 100.0 100.0 100.0 100.0
Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from data submitted in response to Commission questionnaires.

Table II-3
Magnesium: Geographic markets by destination, as reported by U.S. producers and importers

U.S. producers Importers

Nationwide 4 4

Northeast!

Midwest?

Southeast®

Central Southwest*

Mountains®

NIN|IW]|A|W]|PF
WIN|FP]|B™|ODN

Pacific Coast®

YIncludes CT, ME, MA, NH, NJ, NY, PA, RI, and VT.

2 Includes IL, IN, 1A, KS, MI, MN, MO, NE, ND, OH, SD, and WI.

% Includes AL, DE, DC, FL, GA, KY, MD, MS, NC, SC, TN, VA, and WV.
4 Includes AR, LA, OK, and TX.

® Includes AZ, CO, ID, MT, NV, NM, UT, and WY.

® Includes CA, OR, and WA.

Source: Compiled from data submitted in response to Commission questionnaires.
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SUPPLY AND DEMAND CONSIDERATIONS

Supply
Domestic Production

Based on available information, U.S. pure magnesium producers have the ability to respond to
changes in demand with small changes in the quantity of shipments of U.S.-produced pure magnesium to
the U.S. market. U.S. alloy magnesium producers are likely to respond to changes in demand with
moderate changes in the quantity of shipments of U.S.-produced alloy magnesium to the U.S. market.
The main contributing factors to the small degree of responsiveness of supply are discussed below.

Industry capacity

Pure magnesium—Capacity for U.S. producers of pure magnesium increased from *** metric
tons in 2004 to *** metric tons in 2008, but then fell to *** metric tons in 2009. Capacity utilization for
U.S. producers of pure magnesium decreased irregularly from *** percent in 2004 to *** percent in 2009,
and was *** percent in January-June 2010 compared with *** percent in January-June 2009. These
levels of capacity utilization indicate that the U.S. producers of pure magnesium have *** unused
capacity with which they could increase production of pure magnesium in the event of a price change.

Alloy magnesium—Capacity for U.S. producers of alloy magnesium increased from *** metric
tons in 2004 to *** metric tons in 2009. Capacity utilization for U.S. producers of alloy magnesium
decreased irregularly from *** percent in 2004 to *** percent in 2009, and was *** percent in January-
September 2010 compared with *** percent in January-September 2009. These levels of capacity
utilization indicate that the U.S. producers of alloy magnesium have *** unused capacity with which they
could increase production of magnesium in response to price changes.

Alternative markets

Pure magnesium—Exports of pure magnesium fluctuated from *** percent of U.S. producers’ total
shipments in 2004, *** percent in 2005, *** percent in 2006, *** percent in 2007, *** percent in 2008,
and *** percent in 2009. Exports accounted for *** percent of U.S. producers’ total shipments in January-
June 2009 and *** percent in January-June 2010. These data indicate that the U.S. producers of pure
magnesium have *** capability to divert shipments to or from alternative markets in response to changes in
the price of magnesium

Alloy magnesium—-Exports of alloy magnesium increased irregularly from *** percent of U.S.
producers’ total shipments in 2004 to *** percent in 2009. Exports as a share of U.S. producer’s total
shipments increased from *** percent in January-June 2009 to *** percent in January-June 2010. These
data indicate that U.S. producers have a *** capability to divert shipments to or from alternative markets in
response to changes in the price of magnesium.

Inventory levels

Pure magnesium-U.S. producers’ pure magnesium inventories as a ratio to their total pure
magnesium shipments decreased irregularly from *** percent in 2004 to *** percent in 2009. Their
inventories were equivalent to *** percent of total annualized shipments in January-June 2010 compared
with *** percent in January-June 2009. Reported inventory data suggest that U.S. producers of pure
magnesium may *** ability to use inventories as a means of increasing shipments of pure magnesium to
the U.S. market..

Alloy magnesium-U.S. producers’ alloy magnesium inventories as a ratio to their total alloy
magnesium shipments increased irregularly from *** percent in 2004 to *** percent in 2009. Inventories
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were equivalent to *** percent of total annualized shipments in January-June 2010 compared to *** percent
in January-June 2009. Reported inventory data suggest that U.S. producers of alloy magnesium may ***
ability to use inventories as a means of increasing shipments of alloy magnesium to the U.S. market.

Production alternatives

One of the eight responding U.S. producers reported that they are able to produce other products
using the same equipment and machinery used to produce magnesium. *** reported that *** are all by-
products of its magnesium production.

Foreign Supply

China and Russia were not the largest foreign suppliers of magnesium over the entire period for
which data were collected; however, Russia was the largest import source of pure magnesium from 2004 to
2006. The share of total imports of pure magnesium from all sources that was accounted for by pure
magnesium from Russia by quantity decreased irregularly from 48.9 percent in 2004 to 1.4 percent in 2009,
and the share of total imports accounted for by alloy magnesium from Russia by quantity also declined,
falling from 5.5 percent in 2004 to 0.0 percent in 2009. The share of total imports of alloy magnesium
accounted for by alloy magnesium from China by quantity has steadily decreased from 27.7 percent in 2004
to 3.2 percent in 2009.

Subject Imports from China

The responsiveness of the supply of imports from China to price changes in the U.S. market is
affected largely by such factors as capacity utilization rates and the availability of home markets and other
export markets. Based on available information, Chinese producers may have the capability to respond to
changes in demand with moderate changes in the quantity of shipments of magnesium to the U.S. market.?
The main contributing factors are discussed below.

Industry capacity

Alloy magnesium-According to the four foreign producer questionnaire responses received by the
Commission, reported capacity of alloy magnesium in China increased from *** metric tons to
*** metric tons between 2004 and 2009. Capacity utilization for Chinese producers of alloy magnesium
increased from *** percent in 2004 to *** percent in 20009.

Alternative markets

Available data indicate that Chinese producers have some ability to divert shipments to or from
alternative markets in response to changes in the price of magnesium. As shown in figure 11-3, the share of
shipments of alloy magnesium by producers in China that went to export markets other than the United
States increased over the period, while internal consumption and shipments to the home market have
decreased.

22 The Commission received questionnaire responses from four Chinese producers accounting for *** percent of
Chinese production of alloy magnesium in 2009.
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Figure 11-3
Alloy magnesium: Shares of total shipments of alloy magnesium by producers in China, by
destination, 2004-09, January-June 2009, and January-June 2010

* * * * * * *

Inventory levels

Alloy magnesium—Inventories, as a share of total shipments, of the responding Chinese producers
decreased from *** percent in 2004 to *** percent in 2009.

Production alternatives

*** Chinese producers reported that they are unable to produce other products using the same
equipment and machinery used to produce magnesium.

Subject Imports from Russia

The responsiveness of the supply of imports from Russia to price changes in the U.S. market is
affected largely by such factors as capacity utilization rates and the availability of home markets and other
export markets. Based on available information, Russian producers may have a moderate capability to
respond to changes in demand with changes in the quantity of shipments of magnesium to the U.S. market.?
The main contributing factors are discussed below.

Industry capacity

Pure magnesium-According to the two Russian primary magnesium producer questionnaire
responses received by the Commission, reported capacity of pure magnesium in Russia decreased from ***
metric tons to *** metric tons between 2004 and 2009. Russian producers’ capacity utilization for pure
magnesium decreased from *** percent in 2004 to *** percent in 2009.

Alloy magnesium-According to the two Russian primary magnesium producer questionnaire
responses received by the Commission, reported capacity of alloy magnesium in Russia decreased from ***
metric tons to *** metric tons between 2004 and 2009. Russian producers’ capacity utilization for alloy
magnesium decreased from *** percent in 2004 to *** percent in 2009.

Alternative markets

Available data indicate that Russian producers have some ability to divert shipments to or from
alternative markets in response to changes in the price of magnesium. As shown in figure 1l-4a, the share of
shipments of pure magnesium by producers in Russia exported to the United States fell to *** by 2009,
while the share of shipments that went to export markets other than the United States increased, as did the
shares of home market internal consumption. Likewise, as shown in figure 11-4b, the share of shipments of
alloy magnesium by producers in Russia exported to markets other than the United States decreased (as did
exports to the U.S. market, falling to zero by 2006), while the share of home-market shipments increased
during the period.

22 The Commission received questionnaire responses from two Russian producers of magnesium accounting for
*** percent of exports of pure magnesium from Russia to the United States and approximately *** percent of
exports of alloy magnesium from Russia to the United States in 2004. Official Commerce statistics show no U.S.
imports of alloy magnesium from Russia after November 2005.
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Figure ll-4a
Pure magnesium: Shares of total shipments of pure magnesium by producers in Russia, by
destination, 2004-09, January-June 2009, and January-June 2010

* * * * * * *

Figure ll-4b
Alloy magnesium: Shares of total shipments of alloy magnesium by producers in Russia, by
destination, 2004-09, January-June 2009, and January-June 2010

* * * * * * *

Inventory levels

Pure magnesium—Inventories of pure magnesium, as a share of total shipments, of the responding
Russian producers increased from *** percent in 2004 to *** percent in 2009.

Alloy magnesium—Inventories of alloy magnesium, as a share of total shipments, of the responding
Russian producers increased irregularly from *** percent in 2004 to *** percent in 2009.

Production alternatives

Only two Russian producers provided responses regarding production alternatives. One Russian
producer (***) *** ysing the same equipment, ***, Russian producer *** stated that *** using the same
equipment.

Nonsubject Imports

According to official Commerce statistics, nonsubject imports accounted for 51.1 percent of all
imports of pure magnesium in 2004, which rapidly increased to 98.6 percent by 2009. In the first half of
2009, nonsubject imports accounted for 99.8 percent of all imports of pure magnesium, compared to 97.0
percent in the first half of 2010. In virtually every year since 2004, Israel has been the largest nonsubject
source of pure magnesium; Canada was the largest nonsubject source in 2006.

Nonsubject imports of alloy magnesium accounted for 66.8 percent of all imports in 2004, and
increased to 96.8 percent in 2009. In the first half of 2009, nonsubject imports accounted for 95.0 percent of
all imports of alloy magnesium, compared to 99.5 percent in the first half of 2010. With respect to alloy
magnesium, Canada was the largest nonsubject source of alloy magnesium from 2004 to 2007, Israel was the
largest nonsubject source in 2008, and the United Kingdom was the largest honsubject source in 2009.

General Supply Conditions

From information supplied in purchaser questionnaires, magnesium supplies appear to be becoming
tighter in the U.S. market. When U.S. purchasers were asked if they had any problems being able to secure
their firms’ supplies of magnesium from current or past suppliers, 10 of the 38 responding purchasers
responded “yes.” *** reported that its previous supplier, ***, was very unreliable. *** reported that when
the demand for its end product increased in 2008, its sudden increased demand for pure magnesium ***,
which caused *** to purchase from a foreign supplier. *** reported that it has difficulty in obtaining thin
sheet metal. *** reported that Russian magnesium producers have halted shipments to the United States as a
result of the antidumping duties, and that it has been unable to secure large commercial supplies of
magnesium. *** reported that *** was unable to supply it during the 2008 Summer Olympics.
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U.S. producers, importers, and purchasers were asked if any changes that have affected the
availability of U.S.-produced magnesium have occurred in the U.S. market since 2004. The majority of U.S.
producers and importers reported no changes in factors affecting supply. *** reported that because of its
own expansion of capacity as well as the addition of a new primary producer (***), the availability of U.S.
supply has increased since 2004. *** reported that the shrinking U.S. die caster industry as well as the
relocation or liquidation of magnesium die cast plants in the U.S. has reduced the availability and supply of
clean die cast scrap since 2004. Importer *** reported that increased titanium demand has affected supply,
and importer *** reported that increasing energy costs overseas have affected supply since 2004.

A plurality of purchasers (15 of 37) reported changes in factors that have affected the supply of U.S.-
produced magnesium since 2004. Six purchasers reported a reduced availability of magnesium due to plant
closures in North America and Europe, which has resulted in higher prices and missed shipments to
customers. *** reported that the economic downturn reduced the availability of magnesium scrap,
devastating the U.S. secondary magnesium industry. Two purchasers indicated an increase in domestic
capacity, with US Magnesium expanding its capacity in 2008 and *** offering secondary magnesium alloy
to pure alloy consumers in 2007. *** reported that the startup of the titanium sponge plant in Salt Lake City
is consuming a sizeable percentage of US Magnesium’s capacity. *** reported that from 2006 into 2008,
aerospace grades of magnesium were in short supply, with only two viable sources available in the U.S.
market.

The majority of purchasers generally contact more than one supplier before making a purchase.
Among 36 responding purchasers, 10 reported that they contact one supplier; 1 purchaser reported that it
contacts one to two suppliers; 7 purchasers reported that they contact two suppliers; 8 purchasers reported
that they contact up to three suppliers; 5 reported that they contact up to four suppliers; and 5 reported that
they contact five or more suppliers.

When asked if they had changed suppliers since 2004, 19 of 37 responding purchasers reported
“yes.” Six purchasers indicated that the reason for the change was due to *** going out of business. Six
purchasers indicated that price, availability, and relationship were the reasons for the supplier change. Nine
of 39 responding purchasers were aware of new suppliers, and identified ***.

Purchasers were asked if they anticipated new magnesium suppliers entering the U.S. market. The
overwhelming majority (30 of 34 responding purchasers) reported that they did not expect new suppliers to
enter the U.S. market. Six purchasers indicated that the antidumping duty orders discourage new foreign
suppliers from entering the U.S. market. Of the four purchasers that anticipate new suppliers, *** stated that
several domestic recyclers hope to enter the primary magnesium business by 2020.

U.S. Demand

Demand Characteristics

Magnesium demand consists primarily of three major segments--aluminum alloying, diecasting, and
iron and steel desulfurization—plus miscellaneous other uses. Demand for all of these end uses generally
tracks overall economic activity. As seen in figure 11-5, real quarterly U.S. GDP growth at seasonally
adjusted annual rates and the percent change in quarterly real personal consumption expenditures have
generally decreased irregularly between 2004-09, but have shown positive growth rates since late 2009.
U.S. Demand Trends

U.S. producers, importers, purchasers, and foreign producers were asked how demand has changed

within the United States for both pure and alloy magnesium since 2004, as well as anticipated demand
changes. Their responses are summarized in table I1-4 and are discussed below.
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Figure 11-5
Real quarterly GDP growth and personal consumption expenditures, January 2004-June 2010
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Source: Bureau of Economic Analysis, Gross Domestic Product, and Personal Income and Outlays. Retrieved October
20, 2010.

Table 1l-4
Magnesium: U.S. producer, importer, purchaser, and foreign producer perceptions regarding the
demand for pure and alloy magnesium in the United States

Pure magnesium Alloy magnesium
Iltem NC D F NC D F
Demand U.S.
since 2004 producers 1 1 3 2 0 1 4 2
Importers 1 3 5 3 0 3 7 2
Purchasers 2 7 8 6 2 6 16 6
Foreign
producers 1 2 1 1 1 1 1 1
Anticipated | U.S.
demand producers 3 1 3 0 2 2 2 0
changes
Importers 4 2 2 2 3 2 5 1
Purchasers 8 5 4 6 5 5 11 6
Foreign
producers 3 1 0 1 2 1 0 1
Note.—I = Increase, NC = No Change, D = Decrease, F = Fluctuate.
Source: Compiled from data submitted in response to Commission questionnaires.
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Pure magnesium

A plurality of firms reported that demand for pure magnesium has decreased since 2004. Three U.S.
producers and three importers attributed the decline in demand to the economic recession. U.S. producer ***
and purchaser *** reported that U.S. demand for pure magnesium had fluctuated since 2004, stating that
demand had increased steadily from 2004, peaked in the third quarter of 2008, and fell substantially though
mid-2009 due to the recession. Three importers and four purchasers reported increasing magnesium prices
and a decline in automobile production as principal factors that have decreased demand for pure magnesium.

A plurality of U.S. producers, foreign producers, and purchasers anticipated future increases in U.S.
demand for pure magnesium. Three U.S. producers anticipated that the future increase in demand for pure
magnesium will be spurred by a greater need for lighter and more fuel-efficient automobiles, as well as by an
increase in construction and titanium sponge production. *** stated that the growing production of
aluminum and titanium producers will increase demand for pure magnesium. Two foreign producers
attributed the increase in future demand to the development of new applications for pure and alloy
magnesium, including in the auto industry, because magnesium is more environmentally friendly than other
materials. Four of ten U.S. importers anticipated that demand for pure magnesium within the United States
would decrease; three importers anticipated that demand would fluctuate; two importers anticipated that
demand would increase; and one importer anticipated that demand would remain constant. Of the four
importers that anticipated a decrease in demand, three indicated that a reduction in military and aerospace
spending were the principal factors.

Alloy magnesium

Overall, the majority of firms reported that demand for alloy magnesium had declined since 2004.
U.S. producers *** and *** reported that U.S. demand for alloy magnesium had decreased due to
magnesium diecasting migrating to markets outside of the United States. *** noted that magnesium
diecasting, as a percentage of its total business, has shrunk from *** percent in 2004 to *** percent in
2010.# *** stated that its demand for magnesium in the United States has decreased since 2004 due to the
artificially high price of domestically produced magnesium, which has also prompted *** to relocate the
production of goods that utilize magnesium as a raw material overseas.® Other identified factors for
explaining the fall in U.S. demand for alloy magnesium were the global recession and a decrease in
automobile production.

A plurality of U.S. producers and foreign producers anticipated that future U.S. demand for alloy
magnesium would increase. U.S. producers and foreign producers attributed the anticipated rise in demand
for alloy magnesium to the development of new products and an increased demand for lighter and more fuel
efficient vehicles. On the other hand, a plurality of importers and purchasers anticipated a future decline in
the U.S. demand for alloy magnesium. Three importers and two purchasers stated that the antidumping
duties were the principal factor in the future decline in demand for alloy magnesium. One importer and nine
purchasers reported that the lack of competition and uncompetitive domestic pricing would lead to a further
decrease in magnesium-based die cast parts in the United States.

24 U.S. producer questionnaire response, section 11-3.
% U.S. importer questionnaire response, section 111-28 and U.S. purchaser questionnaire response, section 111-11.
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Consumption
All Magnesium

Demand, as measured by apparent U.S. consumption, decreased steadily from *** metric tons in
2004 to *** metric tons in 2009. However, U.S. consumption was *** metric tons in the first half of 2010
compared to *** metric tons in the first half of 2009.

Pure Magnesium

Demand, as measured by apparent U.S. consumption, decreased irregularly from *** metric tons in
2004 to *** metric tons in 2009. The decrease was not linear, and there was a spike in apparent U.S.
consumption in 2008 (***). U.S. consumption was *** metric tons in the first half of 2010 compared to ***
metric tons in the first half of 20009.

Alloy Magnesium

Demand, as measured by apparent U.S. consumption, decreased steadily from *** metric tons in
2004 to *** metric tons in 2009. U.S. consumption was *** metric tons in the first half of 2010 compared to
*** metric tons in the first half of 2009.

Business Cycles

The majority of U.S. producers, importers, and purchasers reported that magnesium was not subject
to business cycles or distinctive conditions of competition. However, several firms did report that there were
business cycles distinctive to the magnesium market. U.S. producer *** reported that the demand for
magnesium tracks demand for downstream products and that price remains a key criterion for purchasers
when choosing between domestic and subject imports of magnesium. U.S. producer *** described the
business cycle before the antidumping duty orders as similar to that of other raw materials, but stated that
since the antidumping duty orders, the magnesium market faces a monopolistic pricing practice domestically
and predatory pricing from nonsubject sources. Importer *** and purchaser *** reported that the
magnesium market is tied to demand in the automobile, aluminum can, and titanium markets. Of the eleven
purchasers that responded “yes,” seven purchasers reported limited competition, chronically high costs, and a
limited supply base attributed to the antidumping duties.

End-Use Demand

U.S. overall magnesium demand principally depends on the demand for several end-use applications.
Purchasers that are end users of pure or alloy magnesium were asked to describe how demand for their final
products incorporating pure or alloy magnesium has changed since 2004. Responses from aluminum
alloyers were mixed; three reported that demand for their final product incorporating pure magnesium had
decreased, two said that it had remained unchanged, two reported that it had increased, and one said that it
had fluctuated. In addition, two aluminum alloyers reported that demand for their end product incorporating
alloy magnesium had decreased, two reported that it had remained unchanged, and one said that it had
fluctuated. The overwhelming majority of aluminum alloyers reported that the change in demand for final
products has decreased their firm’s demand for magnesium.

The overwhelming majority of die casters reported that demand for their final product incorporating
alloy magnesium had either fluctuated or decreased since 2004. Four die casters reported that demand for
their end product had decreased, four said that it had fluctuated, and two said that it had remained
unchanged. None of the die casters reported demand changes for products incorporating pure magnesium.
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Five of the nine responding die casters reported that the change in demand for final products has decreased
their firm’s demand for magnesium.

Among other purchasers of magnesium, the majority reported that demand for their end products
incorporating pure magnesium had fluctuated. On the other hand, the reported change in demand for their
final product incorporating alloy magnesium was mixed among these other purchasers. Three purchasers
reported that demand for their end product incorporating alloy magnesium had fluctuated, three said it had
increased, and two reported that it had decreased. Nine of 14 responding purchasers reported that the change
in demand for final products has had an effect on their firm’s demand for magnesium.

The majority of U.S. producers, importers, purchasers, and foreign producers reported no changes in
the end uses of magnesium since 2004. Two of nine U.S. producers reported that there have been changes in
end uses. *** reported observing an increase in material substitution (such as aluminum and plastics) in
place of magnesium due to the instability of supply and magnesium’s price volatility.”* *** reported an
increase in end uses of magnesium including new automotive applications for ***, as well as a new domestic
titanium plant. All of the 16 responding importers reported that there have been no changes in end uses.
Two of 24 purchasers reported changes in the end uses of pure magnesium and six of 27 responding
purchasers reported changes in the end uses of alloy magnesium. Of the responding purchasers, five stated
that firms are more likely to select substitute materials for magnesium due to cost, and one reported an
increased casting demand, which has increased its purchases of pure and alloy magnesium. Six of seven
responding foreign producers reported that there have been no changes in end uses of magnesium. Russian
producer *** reported that there have been changes in end uses.?”

The majority of firms do not anticipate changes in the end uses of magnesium. Only two of the eight
responding producers and one of 14 responding importers reported that they anticipate future changes in end
uses. *** reported that the new Corporate Average Fuel Economy (CAFE) requirements have increased the
mileage efficiency standards, which *** anticipates will result in new applications and increased die casting
demand in the United States. Respondents reported that worldwide automobile production is expected to
grow from 61 million to 132 million automobiles a year between now and 2020, and they indicated that this
could create a significant opportunity for magnesium die casting in the United States.”® *** also anticipated
an increase in magnesium die cast parts in order to reduce the weight of automobiles once a few engineering
problems have been corrected. On the other hand, *** anticipated a decrease in magnesium die cast parts for
automobiles, reporting that *** will be redesigned in 2012, switching from magnesium to thermoplastics due
to the cost of magnesium.?® Three of 23 responding purchasers anticipated changes in the end uses of pure
magnesium, and seven of 28 responding purchasers anticipated changes in the end uses for alloy magnesium.
All of the purchasers that anticipated changes in the end uses expect a future decrease in magnesium
applications. Five of these purchasers attribute the future decrease in end uses to the high costs of
magnesium, one purchaser expects a decline in demand for military-grade powders, and three purchasers
expect aluminum or plastic to be substituted for magnesium in the future. All seven responding foreign
producers did not anticipate any changes to end uses of magnesium.

Cost Share

Magnesium is used in many different applications with wide-ranging cost shares, as shown in table
I1-5. Three U.S. producers, three importers, and 15 purchasers reported cost shares of pure magnesium in

% U.S. producer *** reported “***.” U.S. producer questionnaire response, section 1V-13-14,

27 *x%

%8 Hearing transcript, p. 289 (Twarog). Respondent Spartan/NADCA’s posthearing brief, responses to questions
from Commissioner Lane, appendix p. 3.

2 U.S. producer *** stated “***.” U.S. producer questionnaire response, section 1V-14.
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their end uses; three U.S. producers, six importers, and 16 purchasers reported cost shares of alloy
magnesium in their end uses. Reported cost shares of magnesium in aluminum alloying applications ranged
from 0.25 to 10 percent; reported cost shares of magnesium in die casting applications ranged from 30 to 50
percent.

Table 1I-5
Magnesium: Products for which magnesium is used and share of the cost of these end products, as
reported by U.S. producers, importers, and purchasers

* * * * * * *

Purchasing Patterns

Purchasers were asked how frequently they purchased magnesium. Of the 36 responding purchasers,
14 purchased magnesium monthly, ten purchased annually, two purchased quarterly, two purchased
magnesium daily, four purchased on an as-needed basis, one purchased bimonthly, one purchased weekly,
one purchased every 3 to 6 months on the spot market in addition to a two-year contract, and one purchaser
had stopped buying magnesium completely. When asked if purchasers expected their purchasing pattern to
change in the next two years, 34 of 38 purchasers responded “no.” Two purchasers anticipated a decline in
purchasing frequency due to lower demand and high prices.

Purchasers were asked if they had purchased magnesium from either China or Russia before 2004.
Nine of 40 responding purchasers reported purchasing magnesium from China before 2004. Of those nine,
three firms reported discontinuing their purchases from China because of the antidumping duty order, three
reported reducing purchases from China because of the order, two firms reported changing their pattern of
purchases from China for reasons other than the order,* and one firm’s purchasing pattern essentially
remained unchanged after the order. Twelve of 40 responding purchasers reported purchasing magnesium
from Russia before 2004. Of those 12, four firms reported discontinuing their purchases from Russia
because of the order, three firms reported that Russia curtailed shipments and withdrew from the U.S.
market, three firms reported reducing purchases from Russia because of the order, and two firms reported
changing their purchasing patterns for other reasons.* Regarding purchases from nonsubject countries, the
majority reported that their pattern of purchasing remained unchanged.

Purchasers were asked how the relative shares of their total purchases of magnesium from different
sources had changed since 2004. Their responses varied substantially and are summarized in table 11-6.%

%0 #*x reported shifting its purchases to nonsubject foreign sources because it was difficult to remain competitive
with purchases from China or Russia, and *** reported purchasing small quality spot purchases from China before
2004.

31 *** reported changing its purchasing pattern from Russia due to AVISMA’s reduction in production after the
carnallite mine collapse.

% Aluminum alloyers and resellers to automobile diecasters reported the largest shifts in purchasing sources.
While the share of total annual purchases by aluminum alloyers for pure magnesium from all sources remained
consistent (42.2 percent in 2004 to 45.4 percent in 2009), their share of total annual purchases for pure magnesium
from U.S. producers decreased from a high of *** percent in 2005 to *** percent in 2009. In 2008-09, 5 of the 8
aluminum alloyers increased their pure magnesium purchases from nonsubject sources. *** purchaser of pure
magnesium purchased *** of its pure magnesium from China during 2008-09. Likewise, the share of total annual
purchases by resellers to automobile diecasters from all sources remained consistent (21.8 percent in 2004 to 23.2
percent in 2009), and their share of total annual purchases for alloy magnesium from U.S. producers increased from
*** percent during 2004-07 to *** percent in 2009. This shift is due to ***. Compiled from data submitted in
response to Commission questionnaires, sections 11-1 and I1-2.
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Table II-6
Magnesium: Purchasing patterns of magnesium by source, as reported by U.S. purchasers

Increased No Change Decreased Fluctuated
United States 9 6 10 8
China 5 3 8 2