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EXECUTIVE SUMMARY

BACKGROUND

On March 5, 2002, following affirmative determinations of seriousinjury or threat of serious
injury by the Commission under section 202 of the Trade Act of 1974 (the Act), the President announced
the safeguard measures that he planned to implement to facilitate efforts by various domestic steel
industries and their workers to make a positive adjustment to import competition with respect to certain
steel products. The safeguard measures encompassed 10 different product categories: certain carbon and
aloy flat-rolled steel, tin mill products, hot-rolled bar and light shapes, cold-finished bar, rebar, certain
welded pipe and tube, fittings and flanges, stainless steel bar, stainless steel rod, and stainless steel wire.

Presidential Proclamation 7529 implemented the safeguard measures, principally in the form of
tariffs and a tariff-rate quota, effective March 20, 2002, for aperiod of 3 yearsand 1 day. The measures
applicable to the various product categories are described in detail in the individual product discussions
below. The safeguard measures applied to imports of subject steel products from all countries except
Canada, Israel, Jordan, and Mexico, which have entered into free trade agreements with the United States,
and most devel oping countries that are members of the World Trade Organization. The President’sinitial
proclamation also excluded numerous specific products from the measures. Pursuant to authority in
Proclamation 7529, as supplemented by Proclamation 7576 (of July 3, 2002), the U.S. Trade
Representative subsequently announced three additional lists of product exclusions on July 12, 2002,
August 30, 2002, and March 31, 2003. The first phased reduction of the relief action (generally, a
lowering of tariffs) took effect on March 20, 2003.

The President also instructed the Secretary of the Treasury and the Secretary of Commerce to
establish a system of import licensing to facilitate the monitoring of imports of certain steel products. The
Department of Commerce published regulations establishing such a system on December 31, 2002.

Asrequired by statute, the Commission, effective March 5, 2003, instituted an investigation
under section 204(a) of the Act for the purpose of preparing a mid-point report to the President and the
Congress on the results of its monitoring of developments with respect to the domestic steel industries
since the imposition of import relief. The Commission’s report included information concerning the
progress and specific efforts made by workers and firms in the 10 domestic industries to make a positive
adjustment to import competition. The Commission issued its report to the President on September 19,
2003.

On December 4, 2003, the President issued Proclamation 7741 that terminated the tariff-rate
guota and the increased import duties on certain steel products, but directed the Secretary of Commerce to
continue the monitoring system until the earlier of March 21, 2005, or such time as the Secretary
establishes a replacement program. On March 11, 2005, the Department of Commerce published an
interim final rule to implement a replacement program for the period beyond March 21, 2005, with
modifications to be implemented on June 9, 2005.

On March 21, 2005, the Commission instituted this investigation for the purpose of preparing
the report to the President and the Congress required by section 204(d) of the Act on its evaluation of the
effectiveness of the safeguard action in facilitating positive adjustment by the domestic industry to import
competition, consistent with the reasons set out by the President in his report to the Congress under
section 203(b). The Commission sent questionnaires to approximately 200 U.S. companies believed to
produce the subject steel products during January 2001-March 2005. Although the Commission initially
received 12 requests to appear at a public hearing, all such requests were subsequently withdrawn and no
one appeared to give testimony at the hearing. Finally, the Commission reviewed an extensive body of
public information as well as submissions, including prehearing and posthearing briefs, from parties and
nonparties.



OVERVIEW OF U.S. AND GLOBAL STEEL DEVELOPMENTS

The United States economy was in recession from March 2001 to November 2001 and
subsequently entered into a period of expansion. During the period for which data were collected for this
evaluation, U.S. demand for steel products recovered and has been especially strong since the first quarter
of 2004. A dlight majority of responding producers reported that demand for steel remained relatively flat
from March 2002 to December 2003. Most responding producers reported that demand for steel
increased from January 2004 to March 2005, generally citing growing demand in China, the improving
U.S. economy, and the attractiveness of U.S. exports to the rest of the world due to the weak dollar.
While U.S. pricesfor steel productsincreased for all of the products for which the Commission collected
pricing data from 2002 to 2005, most producers reported rising input costs as well.

Despite operating in a fluctuating demand environment, U.S. raw steel production increased
between calendar years 2001 and 2004, rising by 9.3 million short tons (9.4 percent). Although U.S. steel
production capacity declined in 2002 due to numerous plant closings, much of the capacity has been
restored to active status.

The number of U.S. workers producing steel declined by 30,000 between 2001 and 2004. U.S.
productivity, however, increased during this period as aresult of increasing production and declining
employment.

World crude steel production also increased from calendar years 2001 to 2004, increasing in each
year by 6-7 percent. Two-thirds of the increase in world production took placein China. During this
period, the United States remained a leading producer of raw steel, although its share of world production
had fallen from 10.7 percent in 2001 to 9.5 percent by 2004. Worldwide, steel production capacity
continues to exceed steel production needs.

Global trade in steel has continued to grow in recent years, increasing by 12 percent between
2001 and 2003, the most recent year for which complete data are available. During this period, the
United States, the European Union, and a half dozen other countries applied safeguard measuresto
imports of certain steel products, although most of the import restraints had been lifted by early 2004.

The concentration of the steel industry worldwide increased from 2001 to 2004, particularly
among the very largest global producers. Contributing to this trend is the continued integration of steel
production operations across national borders as well as the acquisition of upstream operations to ensure a
secure supply of raw materialsin the face of tightening availability and rising costs. These latter concerns
have contributed to substantially higher steel pricesin markets worldwide in 2004 and 2005.

There have been considerable changes in the number and composition of U.S. steel producers
both before and since imposition of the safeguard measures. Since January 1999, 33 steel companies
producing products subject to the safeguard measures have filed for bankruptcy protection. Nine of these
companies have sought bankruptcy court protection since imposition of the safeguard measures.
Although most of these companies continued to operate while they developed and implemented
reorganization plans, several have liquidated.

Since imposition of the safeguard measures, the industries producing steel products have
undergone major restructuring and consolidation. The assets of several bankrupt steel producers have
been acquired by other firms. For example, International Steel Group (ISG) acquired the steel making
assetsof LTV Sted (LTV), Acme Metas, Bethlehem Steel, Georgetown Steel, and Welirton Steel. U.S.
Steel Corp. (U.S. Steel) acquired the assets of National Steel. Nucor Corp. (Nucor) acquired the assets of
Trico Stedl, Birmingham Stedl, and Tuscaloosa Steel. In asignificant merger, Ameristeel, Co-Stedl,
Gerdau Courtice Stedl, and Gerdau MRM Steel merged to form Gerdau Ameristeel.

Steel producers and the United Steelworkers of America (USWA), the principal union
representing steelworkers in the United States, have negotiated groundbreaking collective bargaining
agreements since imposition of the safeguard measures. In September 2002, the USWA adopted a new
set of bargaining principles that it has used in subsequent labor negotiations. These principles were
designed to reduce fixed costs, improve productivity, and protect retiree welfare. They served as the



basis for agreements the USWA made in 2003 with ISG, U.S. Steel, and Wheeling-Pittsburgh Steel and
are expected to serve as the basis for future agreements.

Many steel producers that sought bankruptcy protection have terminated or restructured employee
pension and benefit programs that they had not fully funded. The USWA-1SG collective bargaining
agreement discussed above contains provisions pertaining to some of the pension and benefit costs of the
bankrupt producers whose assets | SG acquired. Since March 2002, the Pension Benefit Guaranty
Corporation (PBGC), aU.S. government agency, has taken over pension plans of 14 U.S. producers of
steel subject to the safeguard measures. The estimated unfunded pension liabilities that the PBGC
assumed from these producers exceeds $9 billion. Problems among U.S. steel producers pertaining to
unfunded employee benefit liabilities are not, however, limited to bankrupt firms. In 2004, publicly-held
steel producers whose reports the Commission examined stated that their total unfunded pension
liabilities exceeded $3 billion and their unfunded liabilities of other post-employment benefits were
almost $7 billion. Both of these amounts were significantly lower than in 2002 and 2003.

State and local governments (most notably those of Ohio and West Virginia) have implemented a
limited number of new programs to benefit steel producers since imposition of the safeguard measures,
but the Federal government has implemented no new measures. The United States has been an active
participant in multilateral discussions seeking to address overcapacity and steel subsidies coordinated by
the Organisation for Economic Co-Operation and Development. As of September 2005 elements of an
agreement for reducing or eliminating subsidies had been roughly defined, although further work remains
to conclude the agreement and further discussion had been postponed.

CARBON AND ALLOY FLAT STEEL

Theflat steel product categories subject to safeguard measures are certain carbon and alloy flat-
rolled steel and tin mill products (tin). Developments in import trends, industry conditions, and pricing
are summarized separately for these two product categories. Because several U.S. producers produce
steel in both product categories, their adjustment efforts are discussed collectively.

Certain Carbon and Alloy Flat-Rolled Steel

There are several forms of certain carbon and alloy flat-rolled steel that vary by the nature of their
processing. The semifinished form isslab. Further processed forms include plate, hot-rolled steel, cold-
rolled steel, and coated steel. The Presidential Proclamation imposed the following safeguard measures
on different forms of certain carbon and alloy flat-rolled steel:

» For dab, atariff rate quota (TRQ) of 4.90 million metric tons (5.40 million short tons) in the first
year of the measure, 5.35 million metric tons (5.90 million short tons) in the second year, and
5.81 million metric tons (6.40 million short tons) in the third year, with no increase in duties for
imports below the within-quota level and an increase in duties of 30 percent ad valorem for
imports above the within-quota level in the first year of the measure, 24 percent in the second
year, and 18 percent in the third year.

» For the remaining forms of certain carbon and alloy flat-rolled steel, an increase in duties of 30
percent ad valoremin the first year of the measure, reduced to 24 percent in the second year, and
to 18 percent in the third year.

The TRQ and the increased duties were reduced on March 20, 2003 (as scheduled), and
subsequently terminated on December 4, 2003. Import licensing, however, remained in place through
March 21, 2005, and continues in modified form at thistime.



In 2002, the first year import relief was in effect, total imports of certain carbon and alloy flat-
rolled steel, as well asimports from covered and especially noncovered sources, increased. In contrast, in
2003 such imports from all sources decreased. Between 2001 and 2003 the quantity of total imports
declined from 14.9 million short tons to 10.8 million short tons, and their market share fell from 8.6
percent to 6.2 percent. Imports from countries covered by the safeguard measure decreased from 9.9
million short tons to 4.8 million short tons, and their market share declined from 5.8 percent to 2.8
percent. The quantity of U.S. imports from countries not covered by the safeguard measure increased
from 4.9 million short tons to 6.0 million short tons, and their market share rose from 2.8 percent to 3.4
percent.

In 2004, following the termination of increased duties and the TRQ, total imports of certain
carbon and alloy flat-rolled steel increased by 74.4 percent to 18.8 million short tons (9.6 percent of the
U.S. market). Imports from covered sources increased by 126.7 percent to 10.9 million short tons (5.6
percent of the market), while imports from noncovered sources increased by 32.1 percent to 7.9 million
short tons (4.0 percent of the market). Total imports of certain carbon and alloy flat-rolled steel, imports
from covered sources, and imports from noncovered sources were higher in the first quarter of 2005 than
in the first quarter of 2004. Imports from covered sources accounted for 4.9 percent of the U.S. flat-rolled
market in January-March 2005 while U.S. imports from noncovered sources accounted for 4.7 percent.

Semifinished forms of certain carbon and alloy flat-rolled steel are used to make further
processed forms of the product. Further processed forms are used in such end-use applications as
transportation equipment (such as automobiles, rail cars, and ships and barges), construction, appliances,
heavy machinery, and machine parts. The value of U.S. manufacturers’ shipments of transportation
equipment increased by 7.6 percent from the first quarter of 2002 to the first quarter of 2005. Most
recently, the value of U.S. manufacturers’ shipments of transportation equipment have dropped by 5.8
percent from first quarter 2004 to first quarter 2005. The value of U.S. nonresidential construction put in
place remained virtually unchanged from the first quarter of 2002 to the first quarter of 2005. A dlight
magjority of the responding U.S. producers reported that U.S. demand for certain carbon and alloy flat-
rolled steel remained the same from March 2002 to December 2003. Most producers reported that U.S.
demand increased from January 2004 to March 2005, generaly citing the improving U.S. economy,
particularly in the manufacturing sector; the attractiveness of U.S. exports to the rest of the world due to
the weak dollar; and growing demand in China.

In 2002, the first year import relief was in effect, the domestic industry decreased its share of the
U.S. market from 91.4 percent to 90.0 percent. In 2003, the domestic industry held 93.8 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, production increased in 2002, then
declined in 2003. Capacity utilization increased from 76.7 percent in 2001 to 83.7 percent in 2002, then
declined to 79.4 percent in 2003. The capacity of the U.S. flat-rolled industry declined in 2002 and
increased in 2003, while employment decreased each year and productivity increased. The average unit
value (AUV) that the flat-rolled industry received for commercial sales increased from $385 per short ton
in 2001 to $409 in 2002, then increased to $412 in 2003. Cost of goods sold (COGS) declined on a unit
basis, notwithstanding an increase in unit raw material costs, reflecting lower direct labor and overhead
costs. The domestic industry’s operating margin moved from negative 12.4 percent to negative 3.3
percent between 2001 and 2002, and reached negative 4.1 percent in 2003.

The domestic industry held 90.4 percent of the U.S. flat-rolled market in 2004 and 90.4 percent in
the first quarter of 2005 (down from 93.4 percent in the first quarter of 2004). Consistent with trendsin
apparent U.S. consumption, production and shipments increased in 2004 but were lower in January-
March 2005 than in January-March 2004. Capacity utilization reached 82.6 percent in 2004 but was 77.9
percent in the first quarter of 2005. During this period, capacity increased and employment continued to
decline, while productivity continued to increase. The AUV that the flat-rolled industry received for
commercial salesincreased sharply in 2004 to $604 per short ton (from $412 in 2003) and to $702 in the
first quarter of 2005. COGS also increased on a unit basis, reflecting an increase in unit raw material



costs. The domestic industry’s operating margin increased from negative 4.1 percent in 2003 to positive
13.2 percent in 2004 and was 16.3 percent in the first quarter of 2005, up strikingly from 6.1 percent in
the first quarter of 2004.

The Commission collected quarterly pricing datafor five different domestically produced
productsin the certain carbon and alloy flat-rolled steel category. Prices decreased for al but one of these
products from the first quarter of 2001 to the first quarter of 2002, ranging from a decrease of *** percent
for the dlab pricing item to a negligible increase for the plate pricing item. Pricesfor all of these products
increased from the first quarter of 2002 to the first quarter of 2003, ranging from an increase of ***
percent for the plate pricing item to an increase of 37.4 percent for the cold-rolled pricing item. Quarterly
prices increased again for all of the products from the first quarter of 2003 to the first quarter of 2004,
ranging from a negligible increase in the cold-rolled pricing item to an increase of *** percent for the slab
pricing item. Pricesthen increased significantly from the first quarter of 2004 to the first quarter of 2005,
ranging from an increase of 36.1 percent for the coated pricing item to an increase of *** percent for the
plate pricing item.

Tin

The Presidential Proclamation included an increase in duties on tin of 30 percent ad valoremin
thefirst year of the measure, reduced to 24 percent in the second year, and to 18 percent in the third year.
The increased duties were reduced on March 20, 2003 (as scheduled), and subsequently terminated on
December 4, 2003. Import licensing, however, remained in place through March 21, 2005, and continues
in modified form at thistime.

In 2002, the first year import relief wasin effect, total imports of tin, aswell asimports from
covered sources, declined sharply, while imports from sources not covered by the safeguard measure
increased modestly. Likewise, in 2003, total imports and imports from covered sources declined, while
imports from noncovered sources increased. Between 2001 and 2003 the quantity of total imports
declined from 540,254 short tons to 392,946 short tons, and their market share fell from 16.0 percent to
13.5 percent. Imports from countries covered by the safeguard measure decreased from 386,093 short
tonsto 218,133 short tons, and their market share declined from 11.5 percent to 7.5 percent. The quantity
of U.S. imports from countries not covered by the safeguard measure increased from 154,161 short tons
to 174,813 short tons, and their market share rose from 4.6 percent to 6.0 percent.

In 2004, following the termination of increased duties, total imports of tin increased by 20.2
percent to 472,216 short tons (13.5 percent of the U.S. market). Imports from covered sources increased
by 43.3 percent to 312,565 short tons (9.0 percent of the market), while imports from noncovered sources
decreased by 8.7 percent to 159,650 short tons (4.6 percent of the market). Total imports of tin, imports
from covered sources, and imports from noncovered sources were higher in the first quarter of 2005 than
in the first quarter of 2004. Imports from covered sources accounted for 11.6 percent of the U.S. tin
market in January-March 2005, while U.S. imports from noncovered sources accounted for 5.6 percent.

Tin isused primarily in the manufacture of welded can containers for food, beverages, aerosols,
and paint. The quantity of U.S. manufacturers’ shipments of steel cans for food increased by 9.7 percent
from the first quarter of 2002 to the first quarter of 2005. Half of the responding tin mill producers
reported that U.S. demand for tin remained the same from March 2002 to December 2003 and most
responding producers reported that demand increased from January 2004 to March 2005, citing increased
demand in China.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 84.0 percent to 88.5 percent. In 2003, the domestic industry held 86.5 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, output-related indicators such as
production and shipments increased in 2002, then declined in 2003. Capacity utilization increased from
77.5 percent in 2001 to 87.4 percent in 2002, then declined to 74.8 percent in 2003. The capacity of the
U.S. tin industry declined in 2002 and in 2003, as did employment, while productivity increased. The



AUV that the tin industry received for commercial sales increased from $593 per short ton in 2001 to
$598 in 2002, then declined to $527 in 2003. COGS declined on a unit basis, notwithstanding an increase
in unit raw material costs, reflecting lower direct labor and overhead costs. The domestic industry’s
operating margin improved from negative 6.7 percent to negative 3.6 percent between 2001 and 2002,
and reached positive 4.3 percent in 2003.

The domestic industry held 86.5 percent of the U.S. tin market in 2004 and 82.8 percent in the
first quarter of 2005 (down from 90.5 percent in the first quarter of 2004). Consistent with trendsin
apparent U.S. consumption, production and shipments increased in 2004 but were lower in January-
March 2005 than in January-March 2004. Capacity utilization reached 88.4 percent in 2004 but was 84.5
percent in the first quarter of 2005. During this period, capacity remained stable and employment
continued to decline, while productivity continued to increase. The AUV that the tin industry received
for commercia salesincreased to $630 per short ton in 2004 and to $708 in the first quarter of 2005.
COGS aso increased on a unit basis, reflecting an increase in unit raw material costs. The domestic
industry’ s operating margin increased to positive 4.8 percent in 2004 and was 6.0 percent in the first
quarter of 2005, up dlightly from 5.9 percent in the first quarter of 2004.

Quarterly prices for the domestically produced tin product for which the Commission collected
pricing data were virtually unchanged from the first quarter of 2001 to the first quarter of 2002, rose by
*** percent from the first quarter of 2002 to the first quarter of 2003 and then decreased by *** percent
from the first quarter of 2003 to the first quarter of 2004. Pricesincreased significantly, by 28.0 percent,
from the first quarter of 2004 to the first quarter of 2005.

Adjustment Efforts of the Industries Producing Flat Steel Products

Pursuant to section 204(d)(1) of the Act, the Commission collected information concerning the
progress and specific efforts made by workers and firms to effect a positive adjustment to import
competition. During the section 201 investigation, the individual producers of certain carbon and alloy
flat-rolled steel and tin submitted adjustment plans that included: (1) restoring financia stability; (2)
investing in more efficient facilities and equipment; (3) developing new products and markets; and (4)
pursuing market-based consolidation and rationalization.

The legidative history of section 204 of the Act directs that adjustment efforts should be
evaluated in light of existing economic conditions. As described above, demand for the products at issue
was weak at the outset of the period of import relief, but then recovered, as demonstrated by rising
consumption in the United States and abroad. The recovery in demand was accompanied by rising raw
material costs. Over time, domestic prices rose as well, most noticeably during the period subsequent to
termination of the increased duties.

Since the safeguard measures went into effect, there has been extensive restructuring of the
domestic industries producing certain carbon and alloy flat-rolled steel and tin. There are fewer domestic
producers. Four of the largest U.S. producers of certain carbon and alloy flat-rolled steel and tin —
Bethlehem, National, LTV, and U.S. Steel — have been consolidated into two companies, which are now
owned by Mittal Steel ISG and U.S. Steel. Mittal Steel 1SG, U.S. Stedl, and Nucor have invested hillions
of dollarsto restructure and consolidate the industries by purchasing the assets of other companies.

ISG was formed in March 2002 and purchased assets of producers LTV, Acme, Bethlehem, Weirton
Steel, and Georgetown Steel. In April 2005, 1SG merged with Mittal Steel Company, forming the largest
steel company in the world. Nucor expanded by purchasing the assets of idled producer Trico Steel
Company and Birmingham Steel. 1n 2004, Nucor acquired a cold-rolling mill from Worthington
Industries and substantially all of the assets of Corus Tuscaloosa. U.S. Steel acquired National Steel in
May 2003.

As part of the restructuring process, the USWA has reached innovative new collective bargaining
agreements with several producers, including |SG, North Star, Oregon Steel, U.S. Steel, WCI Steel, and
Wheeling-Pittsburgh. Negotiations for a new agreement are ongoing between the USWA and | spat



Inland. The new agreement is reportedly expected to be similar to the agreements ratified between 1SG
and the USWA in 2003. These agreements are designed to achieve goals such as reducing fixed costs,
improving productivity, and protecting retiree welfare. To reach these goals the agreements incorporate
workforce restructuring, variable and competitive cost structures, reduced healthcare costs, and fewer job
classifications. Additionally, Weirton Steel Corp. and the Independent Steelworkers Union entered into a
collective bargaining agreement in 2003 that provides for pay cuts and a pension plan freeze.

Several domestic producers have made or authorized capital investments to upgrade existing
facilities and invest in new technol ogies to reduce costs and improve product quality. For example, U.S.
Steel hasinvested $200 million to rebuild a major blast furnace. 1PSCO Steel opened the newest flat-
rolled minimill in the U.S. in 2001 and recently made a significant investment in anew 170,000 ton-per-
year heat treat line. SDI invested in a galvanized sheet mill, paint coating line, a sections and rail facility,
and abar minimill. 1SG invested $53 million to start up and begin modernizing its purchased LTV and
Acme facilities; and committed to invest $272 million in its Burns Harbor facility. AK Steel, Gallatin,
Ispat Inland, Mittal Steel 1SG, and Nucor have also committed significant fundsto capital investments.

In commenting on the import relief and adjustment efforts of the carbon and aloy flat-rolled steel
and tin industries, domestic producers generally viewed the safeguard measures as effective, although
impaired by what some producers viewed as early termination. Domestic producers pointed to
investment in new capacity, value added products, the maintenance and upgrading of existing facilities,
the pursuit of market-driven consolidation opportunities, and the negotiation of new labor agreements
which resulted in reduced costs and increased productivity. Some producers, however, expressed concern
that the effectiveness of import relief had not been observed over an entire business cycle, and worried
that the industry might remain vulnerable during an economic downturn. Their concern was heightened
by the view that conditions outside the United States have not changed substantially, particularly with
respect to capacity and subsidies.

Foreign producers and consumers focused on the steel industry broadly defined. Some
commenters viewed the import relief and adjustment efforts as largely beneficial (despite some
misgivings about their actual necessity), but sounded cautionary notes with respect to re-opened capacity
and to the legacy costs that remained unaddressed. Other commenters questioned whether the remedy
had, in fact, been necessary; whether it had inflicted greater social and economic costs than benefits; and
whether industry consolidation, pension issues, and labor issues reflected the safeguard measures or
longer term market and industry trends. Represented consumers groups, in particular, stressed the impact
of the import relief on steel consumersin terms of direct costs and in terms of supply concerns, leading in
some cases to bankruptcy or relocation outside the United States.

CARBON AND ALLOY LONG STEEL

The long steel product categories subject to safeguard measures are hot-rolled bar and light
shapes (hot bar), cold-finished bar (cold bar), and rebar. Developments in import trends, industry
conditions, and pricing are summarized separately for the three product categories. Because several U.S.
producers produce more than one of these product categories, their adjustment efforts are discussed
collectively.

Hot Bar

The Presidential Proclamation included an increase in duties on hot bar of 30 percent ad valorem
in the first year of the measure, reduced to 24 percent in the second year, and to 18 percent in the third
year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and subsequently terminated
on December 4, 2003. Import licensing, however, remained in place through March 21, 2005, and
continues in modified form at thistime.



In 2002, the first year import relief was in effect, total imports of hot bar remained relatively
stable, asimports from covered sources declined, while imports from sources not covered by the
safeguard measure increased. 1n 2003, total imports as well as imports from covered sources decreased,
while imports from noncovered sources again increased. Between 2001 and 2003 the quantity of total
imports increased from 1,950,917 short tons to 1,996,476 short tons, and their market share rose from
18.2 percent to 18.6 percent. Imports from countries covered by the safeguard measure decreased from
703,816 short tons to 555,230 short tons, and their market share declined from 6.5 percent to 5.2 percent.
The quantity of U.S. imports from countries not covered by the safeguard measure increased from
1,247,100 short tonsto 1,441,246 short tons, and their market share rose from 11.6 percent to 13.4
percent.

In 2004, following the termination of increased duties, total imports of hot bar increased by 12.7
percent to 2,250,220 short tons (18.8 percent of the U.S. market). Imports from covered sources
increased by 28.2 percent to 711,627 short tons (6.0 percent of the market), while imports from
noncovered sources increased to 1,538,593 short tons (12.9 percent of the market). Imports of hot bar
from covered sources were higher in the first quarter of 2005 than in the first quarter of 2004, while
imports from noncovered sources were lower and total imports were virtually unchanged. U.S. imports
from covered sources accounted for 6.4 percent of the U.S. hot bar market in the first quarter of 2005,
while U.S. imports from noncovered sources accounted for 12.8 percent.

Major U.S. markets for hot bar are in automotive and construction applications. Hot bars are
used in the production of parts of bridges, buildings, ships, agricultural implements, motor vehicles, road
building equipment, and machinery. The value of U.S. manufacturers shipments of transportation
equipment increased by 7.6 percent from the first quarter of 2002 to the first quarter of 2005. Most
recently, the value of U.S. manufacturers’ shipments of transportation equipment has dropped by 5.8
percent from first quarter 2004 to first quarter 2005. The value of U.S. nonresidential construction put in
place remained virtually unchanged from the first quarter of 2002 to the first quarter of 2005. Most
responding U.S. producers reported that demand for hot bar increased from March 2002 to December
2003, citing worldwide economic growth. Most responding producers reported that demand increased
from January 2004 to March 2005, citing particularly strong demand in China, the improvement of the
U.S. industria sector, and aweak dollar that made U.S. exports more attractive to the rest of the world.

In 2002, the first year import relief was in effect, the domestic industry’s share of the U.S. market
declined from 81.8 percent to 81.5 percent, and in 2003, the domestic industry held 81.4 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, output-related indicators such as
production and shipments were generally stablein 2002 and in 2003. Capacity utilization increased from
70.2 percent in 2001 to 74.9 percent in 2002, then to 77.8 percent in 2003. The capacity of the U.S. hot
bar industry declined in 2002 and in 2003, as did employment, while productivity increased. The AUV
that the hot bar industry received for commercial sales decreased from $383 per short ton in 2001 to $377
in 2002, then increased to $404 in 2003. COGS increased modestly on a unit basis, reflecting an increase
in unit raw material costs. The domestic industry’ s operating margin increased from 0.7 percent to 1.5
percent between 2001 and 2002, and reached 2.9 percent in 2003.

The domestic industry held 81.2 percent of the U.S. hot bar market in 2004 and 80.8 percent in
the first quarter of 2005 (down from 82.0 percent in the first quarter of 2004). Consistent with trendsin
apparent U.S. consumption, production and shipments increased in 2004 but were lower in January-
March 2005 than in January-March 2004. Capacity utilization reached 88.2 percent in 2004 but was 82.2
percent in the first quarter of 2005. During this period, capacity increased and employment recovered.
Productivity continued to increase in 2004 but was lower in the first quarter of 2005 than in the first
guarter of 2004. The AUV that the hot bar industry received for commercial sales increased to $578 per
short ton in 2004 and to $709 in the first quarter of 2005. COGS aso increased on a unit basis, reflecting
an increase in unit raw material costs. The domestic industry’s operating margin increased to 10.2
percent in 2004 and was 14.8 percent in the first quarter of 2005, up from 7.3 percent in the first quarter
of 2004.



Quarterly prices for the domestically produced hot bar product for which the Commission
collected pricing data decreased by 5.0 percent from the first quarter of 2001 to the first quarter of 2002,
then rose by 8.3 percent from the first quarter of 2002 to the first quarter of 2003. Prices then increased
significantly by 26.2 percent from the first quarter of 2003 to the first quarter of 2004 and continued to
increase by 27.2 percent from the first quarter of 2004 to the first quarter of 2005.

Cold Bar

The Presidential Proclamation included an increase in duties on cold bar of 30 percent ad valorem
in the first year of the measure, reduced to 24 percent in the second year, and to 18 percent in the third
year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and subsequently terminated
on December 4, 2003. Import licensing, however, remained in place through March 21, 2005, and
continues in modified form at thistime.

In 2002, the first year import relief wasin effect, total imports of cold bar declined, while imports
from covered sources declined sharply, and imports from sources not covered by the safeguard measure
increased. Likewise, in 2003, total imports and imports from covered sources declined, while imports
from noncovered sources increased. Between 2001 and 2003, the quantity of total imports declined from
265,037 short tons to 214,000 short tons, and their market share decreased from 21.6 percent to 18.0
percent. Imports from countries covered by the safeguard measure fell from 185,953 short tons to
102,067 short tons, and their market share declined from 15.2 percent to 8.6 percent. The quantity of
U.S. imports from countries not covered by the safeguard measure increased from 79,084 short tons to
111,932 short tons, and their market share increased from 6.5 percent to 9.4 percent.

In 2004, following the termination of increased duties, total imports of cold bar increased by 25.4
percent to 268,437 short tons (18.6 percent of the U.S. market). Imports from covered sources increased
by 52.6 percent to 155,765 short tons (10.8 percent of the market), while imports from noncovered
sources increased by 0.7 percent to 112,673 short tons (7.8 percent of the market). Total imports of cold
bar and imports from covered sources were higher in the first quarter of 2005 than in the first quarter of
2004, while imports from noncovered sources were lower. U.S. imports from covered sources accounted
for 13.3 percent of the cold bar market in January-March 2005, while U.S. imports from noncovered
sources accounted for 7.4 percent.

Automotive and construction applications provide magjor U.S. markets for cold bar. The value of
U.S. manufacturers' shipments of transportation equipment increased by 7.6 percent from the first quarter
of 2002 to the first quarter of 2005. Most recently, the value of U.S. manufacturers shipments of
transportation equipment has dropped by 5.8 percent from first quarter 2004 to first quarter 2005. The
value of U.S. nonresidential construction put in place remained virtually unchanged from the first quarter
of 2002 to the first quarter of 2005. All responding producers reported that demand for cold bar increased
from March 2002 to December 2003, citing worldwide economic growth. Nearly all responding
producers reported that demand increased from January 2004 to March 2005, citing increased demand in
Chinain particular.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 78.4 percent to 81.5 percent, and in 2003, the domestic industry held 82.0 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, output-related indicators such as
production and shipments were relatively stable in 2002 and in 2003. Capacity utilization increased from
66.4 percent in 2001 to 69.0 percent in 2002, then declined to 68.4 percent in 2003. The capacity of the
U.S. cold bar industry declined slightly in 2002 and increased dlightly in 2003, while employment
declined in both years and productivity increased in both years. The AUV that the cold bar industry
received for commercial sales decreased from $647 per short ton in 2001 to $642 in 2002, then recovered
to $645 in 2003. COGS declined modestly on a unit basis, notwithstanding an increase in unit raw
material costs, reflecting lower direct labor and overhead costs. The domestic industry’ s operating
margin increased from 4.8 percent in 2001 to 5.7 percent in 2002 and to 6.1 percent in 2003.



The domestic industry’s share of the U.S. cold bar market slipped to 81.4 percent in 2004 and to
79.3 percent in the first quarter of 2005 (down from 85.4 percent in the first quarter of 2004). Consistent
with trends in apparent U.S. consumption, production and shipments increased in 2004 and were stable or
higher in January-March 2005 than in January-March 2004. Capacity utilization reached 79.8 percent in
2004 and was 70.9 percent in the first quarter of 2005. During this period, capacity was stable or
increasing and employment rose, while productivity was stable or increasing. The AUV that the cold bar
industry received for commercial salesincreased to $864 per short ton in 2004 and to $945 in the first
quarter of 2005. COGS also increased on a unit basis, reflecting an increase in unit raw material costs.
The domestic industry’ s operating margin increased to 12.2 percent in 2004 and was 10.9 percent in the
first quarter of 2005, up from 6.4 percent in the first quarter of 2004.

Quarterly prices for the domestically produced cold bar product for which the Commission
collected pricing data decreased by *** percent from the first quarter of 2001 to the first quarter of 2002,
then increased by *** percent from the first quarter of 2002 to the first quarter of 2003 and rose further,
by *** percent, from the first quarter of 2003 to the first quarter of 2004. Prices then increased
significantly by *** percent from the first quarter of 2004 to the first quarter of 2005.

Rebar

The Presidential Proclamation included an increase in duties on rebar of 15 percent ad valoremin
thefirst year of the measure, reduced to 12 percent in the second year, and to 9 percent in the third year.
The increased duties were reduced on March 20, 2003 (as scheduled), and subsequently terminated on
December 4, 2003. Import licensing, however, remained in place through March 21, 2005, and continues
in modified form at thistime.

In 2002, the first year import relief was in effect, total imports of rebar declined, imports from
covered sources declined sharply, and imports from sources not covered by the safeguard measure
increased. U.S. imports of rebar exhibited asimilar trend in 2003. Between 2001 and 2003 the quantity
of total imports declined from 1,758,208 short tons to 1,019,007 short tons, and their market share fell
from 21.0 percent to 11.7 percent. Imports from countries covered by the safeguard measure decreased
from 1,246,359 short tons to 226,248 short tons, and their market share declined from 14.9 percent to 2.6
percent. The quantity of U.S. imports from countries not covered by the safeguard measure increased
from 511,850 short tonsto 792,760 short tons, and their market share rose from 6.1 percent to 9.1 percent.

In 2004, following the termination of increased duties, total imports of rebar increased by 88.1
percent to 1,916,854 short tons (21.4 percent of the U.S. market). Imports from covered sources
increased by 388.8 percent to 1,105,947 short tons (12.3 percent of the market), while imports from
noncovered sources increased by 2.3 percent to 810,907 short tons (9.0 percent of the market). Total
imports and imports from noncovered sources were lower in the first quarter of 2005 than in the first
quarter of 2004, while imports from covered sources were higher. U.S. imports from covered sources
accounted for 6.8 percent of the U.S. rebar market in January-March 2005, while U.S. imports from
noncovered sources accounted for 7.5 percent.

Rebar isused for structural reinforcement within cast concrete structures. Consequently, changes
in demand for rebar are derived from and reflect changes in construction activity. The value of U.S.
nonresidential construction put in place remained virtually unchanged from the first quarter of 2002 to the
first quarter of 2005. Most responding producers reported that demand for rebar was flat from March
2002 to December 2003. Most responding producers reported that demand increased from January 2004
to March 2005, generdly citing strong demand in China.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 79.0 percent to 83.8 percent. In 2003, the domestic industry held 88.3 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, output-related indicators such as
production and shipments decreased in 2002 (although to alesser extent than apparent U.S.
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consumption), and then increased notably in 2003. Capacity utilization increased from 74.9 percent in
2001 to 75.4 percent in 2002, then to 89.6 percent in 2003. The capacity of the U.S. rebar industry
declined dlightly in 2002 and in 2003. Employment increased in 2002 and decreased in 2003 whereas
productivity first decreased then increased. The AUV that the rebar industry received for commercial
sales decreased from $265 per short ton in 2001 to $257 in 2002, then rose to $282 in 2003. COGS first
declined and then increased on a per unit basis. The domestic industry’ s operating margin hovered
around zero between 2001 and 2002, then increased in 2003 to 3.8 percent.

The domestic industry held 78.6 percent of the U.S. rebar market in 2004 and 85.7 percent in the
first quarter of 2005 (down from 86.7 percent in the first quarter of 2004). In contrast with trendsin
apparent U.S. consumption, production and shipments decreased in 2004 and were lower in January-
March 2005 than in January-March 2004. Capacity utilization was 84.9 percent in 2004 and 80.6 percent
in the first quarter of 2005. During this period, capacity remained stable, while employment increased,
and overall industry productivity declined. The AUV that the rebar industry received for commercial
sales increased to $436 per short ton in 2004 and to $470 in the first quarter of 2005. COGS also
increased, but to a lesser extent, on a per unit basis, reflecting an increase in unit raw material costs.
Therefore, the domestic industry’ s operating margin increased to 16.8 percent in 2004 and was 14.7
percent in the first quarter of 2005, up from 11.8 percent in the first quarter of 2004.

Quarterly prices for the domestically produced rebar product for which the Commission collected
pricing data decreased by *** percent from the first quarter of 2001 to the first quarter of 2002, then
increased by *** percent from the first quarter of 2002 to the first quarter of 2003. Prices then increased
significantly by 41.7 percent from the first quarter of 2003 to the first quarter of 2004 and continued to
increase by 24.9 percent from the first quarter of 2004 to the first quarter of 2005.

Adjustment Efforts of the Industries Producing Long Steel Products

Pursuant to section 204(d)(1) of the Act, the Commission collected information concerning the
progress and specific efforts made by workers and firms to effect a positive adjustment to import
competition. During the section 201 investigation, the individual producers of hot bar, cold bar, and rebar
submitted adjustment plans that included: (1) making capital expensesto enhance efficiency and reduce
costs; (2) resuming a more hormal scope and pace of operations by increasing productive shifts, rehiring
laid off workers, or paying down debt; and (3) installing equipment designed to permit producersto offer
new product lines.

The legislative history of section 204 of the Act directs that adjustment efforts should be
evaluated in light of existing economic conditions. As described above, demand for the products at issue
was weak at the outset of the period of import relief, but then recovered, as demonstrated by rising
consumption in the United States and abroad. The recovery in demand was accompanied by rising raw
material costs. Over time, domestic prices rose as well, most noticeably during the period subsequent to
termination of the increased duties.

Since the safeguard measures have gone into effect, the U.S. hot bar, cold bar, and rebar
industries have restructured. Most notably, there have been several mergers and acquisitions among the
producers of these products. In particular, Nucor Corp., the largest U.S. producer of steel using the
electric arc furnace, or “minimill,” method, has acquired al or part of the assets of four separate
producers of hot bar, cold bar, and rebar (Birmingham Steel, North Star Steel, Slater Steel, and Fort
Howard Steel). The North American operations of Gerdau acquired assets from Republic Technology,
combined with Co-Steel to form Gerdau AmeriSteel, and acquired assets of North Star Steel. Gerdau
AmeriSteel is now the second-largest North American minimill producer. In contrast, North Star Steel
ended long product production and Republic Engineered Products restructured and emerged from
bankruptcy substantially smaller, having reduced its hot bar capacity and closed permanently several cold
bar facilities. Republic also entered into a new competitive labor agreement with its steelworkers that
includes significant changes to work rules and incentive plans. Finally, several companies - including
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Nucor, Gerdau-Ameristeel, SDI, and Republic Engineered Products - have invested substantial sumsin
new technol ogies and made capital improvements.

In commenting on the import relief and adjustment efforts of the hot bar, cold bar, and rebar
industries, domestic producers generally viewed the safeguard measures as effective, although impaired
by what some producers viewed as early termination. Domestic producers pointed to rationalization of
products and consolidation of operations, new investment, increasing productivity, and cost reduction.
Some producers, however, expressed concern that the effectiveness of import relief had not been observed
over an entire business cycle, and worried that the industry might remain vulnerable during an economic
downturn. Their concern was heightened by the view that conditions outside the United States have not
changed substantially, particularly with respect to capacity and subsidies.

Foreign producers and consumers focused on the steel industry broadly defined. Some
commenters viewed the import relief and adjustment efforts as largely beneficial (despite some
misgivings about their actual necessity), but sounded cautionary notes with respect to re-opened capacity
and to the legacy costs that remained unaddressed. Other commenters questioned whether the remedy
had, in fact, been necessary; whether it had inflicted greater social and economic costs than benefits; and
whether industry consolidation, pension issues, and labor issues reflected the safeguard measures or
longer term market and industry trends. Represented consumers groups, in particular, stressed the impact
of the import relief on steel consumersin terms of direct costs and in terms of supply concerns, leading in
some cases to bankruptcy or relocation outside the United States.

CARBON AND ALLOY TUBULAR STEEL

Thetubular steel product categories subject to safeguard measures are welded pipe and tube and
fittings and flanges (fittings). Developmentsin import trends, industry conditions, and pricing are
summarized separately for the two product categories. The adjustment efforts of the U.S. welded pipe
and tube and fittings industries are discussed collectively.

Welded Pipe and Tube

The Presidential Proclamation included an increase in duties on welded pipe and tube of 15
percent ad valoremin the first year of the measure, reduced to 12 percent in the second year, and to 9
percent in the third year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and
subsequently terminated on December 4, 2003. Import licensing, however, remained in place through
March 21, 2005, and continues and continues in modified form at thistime.

In 2002, the first year import relief was in effect, total imports of welded pipe and tube declined,
imports from covered sources declined sharply, and imports from sources not covered by the safeguard
measure increased. In 2003, total imports decreased, as imports from noncovered sources declined
modestly and imports from covered sources declined sharply. Between 2001 and 2003, the quantity of
total imports declined from 2,829,403 short tons to 2,127,143 short tons, and their market share fell from
38.4 percent to 33.7 percent. Imports from countries covered by the safeguard measure decreased from
1,488,531 short tons to 623,188 short tons, and their market share declined from 20.2 percent to 9.9
percent. The quantity of U.S. imports from countries not covered by the safeguard measure increased
from 1,340,871 short tons to 1,503,955 short tons, and their market share rose from 18.2 percent to 23.8
percent.

In 2004, following the termination of the increased duties, total imports of welded pipe and tube
increased by 22.5 percent to 2,604,972 short tons (37.5 percent of the U.S. market). Imports from
covered sources increased by 37.1 percent to 854,348 short tons (12.3 percent of the market), while
imports from noncovered sources increased by 16.4 percent to 1,750,624 short tons (25.2 percent of the
market). Total imports of welded pipe and tube and imports from covered sources were higher in the first
quarter of 2005 than in the first quarter of 2004, while imports from noncovered sources were lower.

12



U.S. imports from covered sources accounted for 15.9 percent of the welded pipe and tube market in
January-March 2005, while U.S. imports from noncovered sources accounted for 25.1 percent.

Welded pipe and tubeis used in industrial, construction, automotive, and power generation
applications, aswell asin the oil market. The value of U.S. construction of utilities, pipelines, and
railroads put in place decreased by 20.4 percent from the first quarter of 2002 to the first quarter of 2005.
Thevaue of U.S. nonresidential construction put in place remained virtually unchanged from the first
quarter of 2002 to the first quarter of 2005. Nearly half of responding producers reported that demand for
welded pipe and tube was flat from March 2002 to December 2003. Most responding producers reported
that demand increased from January 2004 to March 2005, generally citing worldwide economic growth,
strong demand in Asia, and an increase in domestic pipeline construction.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 61.6 percent to 62.4 percent. In 2003, the domestic industry held 66.3 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, output-related indicators such as
production and shipments decreased in 2002, then declined further in 2003. Capacity utilization
increased from 60.4 percent in 2001 to 62.2 percent in 2002, then declined to 56.8 percent in 2003. The
capacity of the U.S. welded pipe industry declined in 2002 and increased in 2003, as employment
declined each year, while productivity decreased. The AUV that the welded pipe industry received for
commercial salesincreased from $570 per short ton in 2001 to $605 in 2002, and was $604 in 2003.
COGS increased on a unit basisin 2002-03, reflecting an increase in unit raw material and overhead
costs, despite lower direct labor costs. The domestic industry’ s operating margin moved from 5.6 percent
to 6.8 percent between 2001 and 2002, and was 2.5 percent in 2003.

The domestic industry held 62.5 percent of the U.S. welded pipe market in 2004 and 59.0 percent
in the first quarter of 2005 (down from 68.8 percent in the first quarter of 2004). Consistent with trends
in apparent U.S. consumption, production and shipments increased in 2004 but were lower in January-
March 2005 than in January-March 2004. Capacity utilization was 59.0 percent in 2004 but was 53.0
percent in the first quarter of 2005. During this period, capacity remained stable and employment
declined overall, while productivity fluctuated. The AUV that the welded pipe industry received for
commercial salesincreased sharply to $887 per short ton in 2004, (versus $604 in 2003) and to $1,087 in
the first quarter of 2005. COGS also increased on a unit basis, reflecting higher raw material, direct labor,
and overhead costs. The domestic industry’ s operating margin increased to 13.7 percent in 2004 and was
9.1 percent in the first quarter of 2005, down from 14.6 percent in the first quarter of 2004.

Quarterly prices for the domestically produced welded pipe and tube product for which the
Commission collected pricing data decreased by 8.1 percent from the first quarter of 2001 to the first
quarter of 2002, then increased by 40.6 percent from the first quarter of 2002 to the first quarter of 2003.
Prices continued to increase by 10.7 percent from the first quarter of 2003 to the first quarter of 2004 and
then rose significantly by 54.6 percent from the first quarter of 2004 to the first quarter of 2005.

Fittings

The product category fittings encompasses fittings and flanges. The Presidential Proclamation
included an increase in duties on fittings of 13 percent ad valoremin the first year of the measure,
reduced to 10 percent in the second year, and to 7 percent in the third year. The increased duties were
reduced on March 20, 2003 (as scheduled), and subsequently terminated on December 4, 2003. Import
licensing, however, remained in place through March 21, 2005, though it has subsequently been modified
to exclude fittings.

In 2002, the first year import relief was in effect, the quantity of total imports of fittings, imports
from sources subject to the safeguard measure, and imports from sources not subject to the safeguard
measure all declined. Likewise, in 2003, the quantity of total imports and imports from covered and
noncovered sources declined. Between 2001 and 2003 the quantity of total imports fell from 169,605
short tons to 127,459 short tons, and their market share decreased from 64.9 percent to 58.2 percent.
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Imports from countries covered by the safeguard measure declined from 132,078 short tons to 99,661
short tons, and their market share decreased from 50.5 percent to 45.5 percent. The quantity of U.S.
imports from countries not covered by the safeguard measure declined from 37,527 short tonsto 27,798
short tons, and their market share deceased from 14.4 percent to 12.7 percent.

In 2004, following the termination of increased duties, total imports of fittings increased by 19.1
percent to 151,769 short tons (59.4 percent of the U.S. market). Imports from covered sources increased
by 19.0 percent to 118,604 short tons (46.4 percent of the market), while imports from noncovered
sources increased by 19.3 percent to 33,165 short tons (13.0 percent of the market). Total imports of
fittings, imports from covered sources, and imports from noncovered sources were all higher in the first
quarter of 2005 than in the first quarter of 2004. Imports of fittings from covered sources accounted for
49.8 percent of the U.S. market in January-March 2005, while imports from noncovered sources
accounted for 13.1 percent.

Demand for fittings is driven principally by demand in the utilities and construction sectors. The
value of U.S. construction of utilities, pipelines, and railroads put in place decreased by 20.4 percent from
the first quarter of 2002 to the first quarter of 2005. The value of U.S. nonresidential construction put in
place remained virtually unchanged from the first quarter of 2002 to the first quarter of 2005. A small
majority of responding producers reported that demand for fittings was flat from March 2002 to
December 2003. Most responding producers reported that demand increased from January 2004 to March
2005, citing strong demand in China.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 35.1 percent to 39.5 percent. In 2003, the domestic industry held 41.8 percent of the
U.S. market. Consistent with trends in apparent U.S. consumption, production declined overall between
2001 and 2003, as did U.S. shipments. Capacity utilization decreased from 62.4 percent in 2001 to 56.5
percent in 2002, then declined to 52.7 percent in 2003. The capacity of the U.S. fittings industry
increased in 2002 and in 2003, as did productivity, while employment decreased overall. The AUV that
the fittings industry received for commercial sales decreased from $2,214 per short ton in 2001 to $2,160
in 2002, and was $2,175 in 2003. COGS declined on a unit basisin 2002, and increased in 2003,
notwithstanding a decrease in unit raw material costs and direct labor, but reflecting higher overhead
costs. The domestic industry’s operating margin moved from 3.1 percent to 3.0 percent between 2001
and 2002, and fell to 0.3 percent in 2003.

The domestic industry held 40.6 percent of the U.S. fittings market in 2004 and 37.2 percent in
the first quarter of 2005 (down from 44.5 percent in the first quarter of 2004). Consistent with trendsin
apparent U.S. consumption, production and shipments increased in 2004 and were higher in January-
March 2005 than in January-March 2004. Capacity utilization reached 65.7 percent in 2004 and was 76.6
percent in the first quarter of 2005. During this period, capacity remained relatively stable and
employment fluctuated, while productivity continued to increase. The AUV that the fittings industry
received for commercial salesincreased to $2,534 per short ton in 2004 and to $2,964 in the first quarter
of 2005. COGS also increased on a unit basis, reflecting an increase in unit raw material costs. The
domestic industry’ s operating margin increased to 9.4 percent in 2004, (versus 0.3 percent in 2003) and
was 12.7 percent in the first quarter of 2005, almost double the 6.4 percent in the first quarter of 2004.

Quarterly pricesfor the domestically produced fittings product for which the Commission
collected pricing data rose by *** percent from the first quarter of 2001 to the first quarter of 2002, then
decreased by *** percent from the first quarter of 2002 to the first quarter of 2003. Prices then rose by
4.1 percent from the first quarter of 2003 to the first quarter of 2004 and increased significantly by 25.6
percent from the first quarter of 2004 to the first quarter of 2005.
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Adjustment Efforts of the Industries Producing Tubular Steel Products

Pursuant to section 204(d)(1) of the Act, the Commission collected information concerning the
progress and specific efforts made by workers and firms to effect a positive adjustment to import
competition. During the section 201 investigation, the individual producers of welded pipe and tube and
fittings submitted adjustment plans that contemplated additional investments. Sixteen producers of
welded pipe and tube indicated that they intended to invest approximately $159 million over afour-year
period to upgrade some facilities, relocate or close others, install new equipment, and invest in employee
training and information systems. Four producers of fittings proposed investments over a four-year
period of approximately $14 million to upgrade facilities and invest in worker training and retirement
plans.

The legidative history of section 204 of the Act directs that adjustment efforts should be
evaluated in light of existing economic conditions. As described above, demand for the products at issue
was weak at the outset of the period of import relief, but then recovered, as demonstrated by rising
consumption in the United States and abroad. The recovery in demand was accompanied by rising raw
material costs. Over time, domestic prices rose as well, most noticeably during the period subsequent to
termination of the increased duties.

During the period of import relief, several tubular firms closed one or more production facilities,
including welded pipe and tube producers Olympic Steel Tube, Maverick Tube, and Copperweld, as well
as fittings producer Trinity Mills. The remaining firms have made significant capital investmentsto
adjust to import competition. These improvements include investments in new equipment that permits
improved product quality and expanded product range. In addition, corporate restructuring has changed
the structure of the domestic welded pipe and tube industry, as Wheatland Tube acquired Sawhill Tubular
from AK Steel, Maverick Tube acquired LTV Tubular, and ISG (now Mittal Steel) sold itsinterestsinits
Steelton large diameter line pipe mill and in itsjoint venture, Bethnova Tube. Finaly, both Maverick
Tube (following its acquisition of LTV Tubular) and Bethnova Tube have reached collective bargaining
agreements with members of their labor force containing elements similar to those described in the
section entitled “Flat Steel Products.”

Domestic pipe and fitting producers did not submit additional comments on import relief and
adjustment efforts by the respective industries.

Similarly, foreign producers and consumers did not directly address these industries, but rather
focused on the steel industry broadly defined. Some commenters viewed the import relief and adjustment
efforts as largely beneficial (despite some misgivings about their actual necessity), but sounded
cautionary notes with respect to re-opened capacity and to the legacy costs that remained unaddressed.
Other commenters questioned whether the remedy had, in fact, been necessary; whether it had inflicted
greater social and economic costs than benefits; and whether industry consolidation, pension issues, and
labor issues reflected the safeguard measures or longer term market and industry trends. Represented
consumers groups, in particular, stressed the impact of the import relief on steel consumers in terms of
direct costs and in terms of supply concerns, leading in some cases to bankruptcy or relocation outside the
United States.

STAINLESS STEEL

The stainless steel product categories subject to safeguard measures are stainless steel bar
(stainless bar), stainless steel rod (stainless rod), and stainless steel wire (stainlesswire). Developments
in import trends, industry conditions, and pricing are summarized separately for the three product
categories. Because several U.S. producers produce more than one of these product categories, their
adjustment efforts are discussed collectively.
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Stainless Bar

The Presidential Proclamation included an increase in duties on stainless bar of 15 percent ad
valoremin the first year of the measure, reduced to 12 percent in the second year, and to 9 percent in the
third year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and subsequently
terminated on December 4, 2003. Import licensing, however, remained in place through March 21, 2005,
and continues in modified form at thistime.

In 2002, the first year import relief was in effect, total imports of stainless bar, as well asimports
from covered sources, declined, while imports from sources not covered by the safeguard measure
increased. In 2003 total imports declined, as imports from covered sources decreased sharply and imports
from noncovered sources decreased modestly. Between 2001 and 2003 the quantity of total imports
declined from 115,392 short tons to 83,555 short tons, and their market share declined from 44.6 percent
to 36.6 percent. Imports from countries covered by the safeguard measure decreased from 88,890 short
tons to 50,975 short tons, and their market share fell from 34.4 percent to 22.3 percent. The quantity of
U.S. imports from countries not covered by the safeguard measure rose from 26,501 short tons to 32,580
short tons, and their market share increased from 10.2 percent to 14.3 percent.

In 2004, following the termination of increased duties, total imports of stainless bar increased by
27.8 percent to 106,790 short tons (38.4 percent of the U.S. market). Imports from covered sources
increased by 55.6 percent to 79,327 short tons (28.5 percent of the U.S. market), while imports from
noncovered sources decreased by 15.7 percent to 27,463 short tons (9.9 percent of the market). Tota
imports of stainless bar, imports from covered sources, and imports from noncovered sources were higher
in the first quarter of 2005 than in the first quarter of 2004. Imports from covered sources accounted for
31.0 percent of the U.S. stainless bar market in January-March 2005, while imports from noncovered
sources accounted for 8.7 percent.

Major U.S. markets for stainless bar are in the aerospace, automotive, chemical processing, dairy,
food processing, and pharmaceutical equipment industries. The value of U.S. manufacturers' shipments
of transportation equipment increased by 7.6 percent from the first quarter of 2002 to the first quarter of
2005. Most recently, the value of U.S. manufacturers shipments of transportation equipment dropped by
5.8 percent from first quarter 2004 to first quarter 2005. The value of U.S. manufacturers' shipments of
stainless steel forgings increased by 25.5 percent from the first quarter of 2002 to the first quarter of 2005.
Responses from producers were mixed regarding demand for stainless bar from March 2002 to December
2003. Most responding producers reported that demand increased from January 2004 to March 2005,
citing worldwide economic recovery, particularly in the aerospace industry, and strong demand in China.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from 55.4 percent to 57.6 percent. In 2003, the domestic industry held 63.4 percent of the
U.S. market. Despite decreases in apparent U.S. consumption, output-related indicators such as
production and shipments were generally stable in 2002 and 2003. Capacity utilization, however,
decreased from 62.0 percent in 2001 to 60.0 percent in 2002, then declined further to 56.9 percent in
2003. The capacity of the U.S. stainless bar industry increased in 2002 and in 2003, although
employment declined, while productivity increased. The AUV that the stainless bar industry received for
commercial sales decreased from $3,431 per short ton in 2001 to $3,105 in 2002, then declined further to
$2,929 in 2003. COGS declined on a unit basis as well, notwithstanding an increase in unit raw material
costs, reflecting lower direct labor and overhead costs. The domestic industry’ s operating margin moved
from negative 1.4 percent to negative 8.1 percent between 2001 and 2002, and was negative 6.3 percent in
2003.

The domestic industry’s share of the U.S. stainless bar market decreased to 61.6 percent in 2004
and 60.3 percent in the first quarter of 2005 (down from 62.3 percent in the first quarter of 2004).
Consistent with trends in apparent U.S. consumption, production and shipments increased in 2004 and
were higher in January-March 2005 than in January-March 2004. Capacity utilization reached 77.0
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percent in 2004 and was 79.7 percent in the first quarter of 2005. Capacity decreased in 2004 but was
higher in the first quarter of 2005, as was employment. Productivity continued to increase. The AUV
that the stainless bar industry received for commercial salesincreased to $3,267 per short ton in 2004 and
to $3,821 in the first quarter of 2005. COGS also increased on a unit basis, reflecting an increase in unit
raw material costs. The domestic industry’ s operating margin increased to 4.8 percent in 2004 and was
11.6 percent in the first quarter of 2005, up from 6.6 percent in the first quarter of 2004.

Quarterly pricing for the domestically produced stainless bar product for which the Commission
collected pricing data decreased by 9.4 percent from the first quarter of 2001 to the first quarter of 2002,
then remained virtually flat from the first quarter of 2002 to the first quarter of 2003. Pricesthen
increased by *** percent from the first quarter of 2003 to the first quarter of 2004 and continued to
increase by *** percent from the first quarter of 2004 to the first quarter of 2005.

Stainless Rod

The Presidential Proclamation included an increase in duties on stainless rod of 15 percent ad
valoremin thefirst year of the measure, reduced to 12 percent in the second year, and to 9 percent in the
third year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and subsequently
terminated on December 4, 2003. Import licensing, however, remained in place through March 21, 2005,
and continues in modified form at this time.

In 2002, the first year import relief wasin effect, total imports of stainless rod, as well as imports
from covered sources, declined, while imports from sources not covered by the safeguard measure
increased. In 2003, imports from all sources declined. Between 2001 and 2003 the quantity of total
imports fell from 61,599 short tons to 33,519 short tons, and their market share decreased from ***
percent to *** percent. Imports from countries covered by the safeguard measure declined from 58,045
short tons to 31,389 short tons, and their market share decreased from *** percent to *** percent. The
quantity of U.S. imports from countries not covered by the safeguard measure decreased from 3,554 short
tons to 2,129 short tons, and their market share decreased from *** percent to *** percent.

In 2004, following the termination of increased duties, total imports of stainless rod increased by
31.0 percent to 43,913 short tons (*** percent of the U.S. market). Imports from covered sources
increased by 35.8 percent to 42,629 short tons (*** percent of the market). Imports from noncovered
sources decreased by 39.7 percent to 1,284 short tons (*** percent of the market). Total imports of
stainless rod and imports from covered sources were higher in the first quarter of 2005 than in the first
quarter of 2004, while imports from noncovered sources were lower. U.S. imports from covered sources
accounted for *** percent of the U.S. stainless rod market in January-March 2005, while U.S. imports
from noncovered sources accounted for *** percent.

Most stainlessrod is further processed into stainlesswire. Stainlessrod isalso used in
downstream products such asindustrial fasteners, springs, medical and dental instruments, automotive
parts, and welding electrodes. The value of U.S. manufacturers shipments of metalworking machinery
increased by 49.9 percent from the first quarter of 2002 to the first quarter of 2005. Half of the
responding producers reported that demand for stainless rod increased from March 2002 to December
2003 as well as from January 2004 to March 2005, citing worldwide economic growth. Responses from
the remaining producers were mixed.

In 2002, the first year import relief was in effect, the domestic industry increased its share of the
U.S. market from *** percent to *** percent. 1n 2003, the domestic industry held *** percent of the U.S.
market. Despite an overall decline in apparent U.S. consumption, output-related indicators such as
production and shipments increased naoticeably in 2002, then declined only modestly in 2003. Capacity
utilization increased from *** percent in 2001 to *** percent in 2002, then declined to *** percent in
2003. The capacity of the U.S. stainless rod industry increased moderately in 2002 and in 2003, although
employment declined, while productivity increased sharply. The AUV that the stainless rod industry
received for commercial sales decreased from *** per short ton in 2001 to *** in 2002, then declined
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further to *** in 2003. COGS also declined on a unit basis, reflecting a decrease in unit raw material
costs as well as lower direct labor and overhead costs. The domestic industry’ s operating margin moved
from negative *** percent to negative *** percent between 2001 and 2002, and was hegative *** percent
in 2003.

The domestic industry held *** percent of the U.S. stainless rod market in 2004 and *** percent
in the first quarter of 2005 (down from *** percent in the first quarter of 2004). Consistent with trendsin
apparent U.S. consumption, production and shipments increased in 2004 but were lower in January-
March 2005 than in January-March 2004 despite stable apparent U.S. consumption. Capacity utilization
reached *** percent in 2004 but was *** percent in the first quarter of 2005. During this period, capacity
increased but employment continued to decline, while productivity increased in 2004 but was lower in the
first quarter of 2005. The AUV that the stainless rod industry received for commercial sales increased to
*** per short ton in 2004 and to *** in the first quarter of 2005. COGS aso increased on a unit basis,
reflecting an increase in unit raw material costs. The domestic industry’ s operating margin increased to
*** percent in 2004 and was *** percent in the first quarter of 2005, down from *** percent in the first
quarter of 2004.

Quarterly prices for the domestically produced stainless rod product for which the Commission
collected pricing datafell by *** percent from the first quarter of 2001 to the first quarter of 2002, then
decreased by *** percent from the first quarter of 2002 to the first quarter of 2003. Prices then increased
by *** percent from the first quarter of 2003 to the first quarter of 2004 and continued to increase by ***
percent from the first quarter of 2004 to the first quarter of 2005.

Stainless Wire

The Presidential Proclamation included an increase in duties on stainless wire of eight percent ad
valoremin thefirst year of the measure, reduced to seven percent in the second year, and to six percent in
the third year. Theincreased duties were reduced on March 20, 2003 (as scheduled), and subsequently
terminated on December 4, 2003. Import licensing, however, remained in place through March 21, 2005,
and continuesin modified form at thistime.

In 2002, the first year import relief was in effect, total imports increased in quantity, as imports
from covered sources decreased modestly but imports from noncovered sources increased. Likewise, in
2003, total importsincreased as imports from covered sources decreased but imports from noncovered
sources increased. Between 2001 and 2003 the quantity of total importsincreased from 31,101 short tons
to 34,306 short tons, and their market share increased from 52.5 percent to 53.8 percent. Imports from
countries covered by the safeguard measure decreased from 26,439 short tons to 22,806 short tons, and
their market share fell from 44.6 percent to 35.7 percent. The quantity of U.S. imports from countries not
covered by the safeguard measure increased from 4,662 short tons to 11,500 short tons, and their market
share rose from 7.9 percent to 18.0 percent.

In 2004, following the termination of increased duties, total imports of stainless wire increased by
22.4 percent to 41,982 short tons (55.4 percent of the U.S. market). Imports from covered sources
increased by 16.7 percent to 26,623 short tons (35.1 percent of the market). Imports from noncovered
sources increased by 33.6 percent to 15,359 short tons (20.3 percent of the market). Total imports and
imports from covered sources were higher in the first quarter of 2005 than in the first quarter of 2004,
while imports from noncovered sources were lower. Imports from covered sources accounted for 44.3
percent of the U.S. stainless wire market in January-March 2005, while imports from noncovered sources
accounted for 17.4 percent.

Major U.S. markets for stainless wire are in the chemical, petroleum, medical instrument, paper,
and food processing industries. Stainlesswireisalso used in the production of household appliances,
nails, and staples. The value of U.S. manufacturers' shipments of metalworking machinery increased by
49.9 percent from the first quarter of 2002 to the first quarter of 2005. Most responding producers
reported that demand for stainless wire was unchanged from March 2002 to December 2003. Most
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responding producers reported that demand increased from January 2004 to March 2005, citing
worldwide economic growth and improvement in the aerospace industry.

In 2002, the first year import relief was in effect, the domestic industry maintained its share of the
U.S. market at approximately 47 percent. 1n 2003, the domestic industry’s share of the U.S. market
declined from 47.3 percent to 46.2 percent. Consistent with trends in apparent U.S. consumption, output-
related indicators such as production and shipments increased in 2002, whereas in 2003, output-rel ated
indicators for U.S. producers declined at the same time that apparent U.S. consumption rose. Capacity
utilization increased from 50.2 percent in 2001 to 53.7 percent in 2002, then declined slightly to 53.3
percent in 2003. The capacity of the U.S. stainless wire industry increased in 2002 and declined in 2003,
while employment decreased and productivity increased. The AUV that the stainless wire industry
received for commercial sales decreased from $4,742 per short ton in 2001, to $4,331 in 2002, and to
$4,308 in 2003. COGS declined on a per unit basis, notwithstanding an increase in unit raw material
costsin 2003. The domestic industry’ s operating margin moved from negative 1.9 percent to negative 6.8
percent between 2001 and 2002, and then reversed to a positive 0.4 percent in 2003.

The domestic industry held 44.6 percent of the U.S. stainless wire market in 2004 and 38.3
percent in the first quarter of 2005 (down from 46.1 percent in the first quarter of 2004). Consistent with
trends in apparent U.S. consumption, production and shipments increased in 2004 but were lower in
January-March 2005 than in January-March 2004. Capacity utilization reached 62.5 percent in 2004 but
was 58.4 percent in the first quarter of 2005. During this period, capacity remained relatively stable until
2005 and employment first rose in 2004 and then was lower in January-March 2005 than in January-
March 2004. Productivity followed the same pattern as employment. The AUV that the stainless wire
industry received for commercial salesincreased to $4,583 per short ton in 2004 and to $5,418 in the first
quarter of 2005. COGS also increased on a unit basis, reflecting an increase in unit raw material costs.
The domestic industry’ s operating margin decreased to breakeven in 2004 and was negative 3.1 percent in
the first quarter of 2005, down considerably from the positive 5.2 percent in the first quarter of 2004.

Quarterly prices for the domestically produced stainless wire product for which the Commission
collected pricing data decreased by *** percent from the first quarter of 2001 to the first quarter of 2002,
then increased by *** percent from the first quarter of 2002 to the first quarter of 2003. Prices decreased
by *** percent from the first quarter of 2003 to the first quarter of 2004 and then rebounded with an
increase of *** percent from the first quarter of 2004 to the first quarter of 2005.

Adjustment Efforts of the Industries Producing Stainless Steel Products

Pursuant to section 204(d)(1) of the Act, the Commission collected information concerning the
progress and specific efforts made by workers and firms to effect a positive adjustment to import
competition. During the section 201 investigation, the individual producers of stainless bar, stainless rod,
and stainless wire submitted adjustment plans that included substantial investments in productive facilities
to improve efficiency, product quality, and cost competitiveness. They also indicated that they intended
to develop new product lines to increase demand for their products.

The legislative history of section 204 of the Act directs that adjustment efforts should be
evaluated in light of existing economic conditions. As described above, demand for the products at issue
was weak at the outset of the period of import relief, but then recovered, as demonstrated by rising
consumption in the United States and abroad. The recovery in demand was accompanied by rising raw
material costs. Over time, domestic prices rose as well, most noticeably during the period subsequent to
termination of the increased duties.

During the period of import relief, one producer, Slater Steel, acquired one production facility
and rationalized othersin an effort to enhance integration of its production process and increase
efficiency. Slater additionally entered into a new collective bargaining agreement allowing for increased
flexibility in scheduling and performance-based pay initiatives. Although Slater’ s facilities subsequently
were idled when the company’ s parent entered bankruptcy, they have been acquired by Nucor and
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Vabruna Corp. Severa other stainless steel producers have made capital investmentsin their facilitiesto
increase product offerings and reduce lead times.

In commenting on the adjustment efforts of the stainless bar, stainless rod, and stainless wire
industries, U.S. producers focused on improved productivity, labor and other production cost reductions,
R&D, andinvestment. Nonetheless, producers noted the lower level of import relief relative to carbon
steel producers, and expressed concern about the expense of the investigative process, as well as product
exclusions, country exemptions, and the timing of the ending of increased import duties.

Foreign producers and consumers focused on the steel industry broadly defined. Some
commenters viewed the import relief and adjustment efforts as largely beneficial (despite some
misgivings about their actual necessity), but sounded cautionary notes with respect to re-opened capacity
and to the legacy costs that remained unaddressed. Other commenters questioned whether the remedy
had, in fact, been necessary; whether it had inflicted greater social and economic costs than benefits; and
whether industry consolidation, pension issues, and labor issues reflected the safeguard measures or
longer term market and industry trends. Represented consumers groups, in particular, stressed the impact
of the import relief on steel consumersin terms of direct costs and in terms of supply concerns, leading in
some cases to bankruptcy or relocation outside the United States.
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CHAPTER 1

INTRODUCTION AND GENERAL OVERVIEW






PART I: INTRODUCTION
BACKGROUND

The Commission ingtituted this investigation on March 21, 2005, for the purpose of evaluating
the effectiveness of the relief action imposed by the President on imports of certain steel products' under
section 203 of the Trade Act of 1974 (the Act).? Information relating to the background of this
investigation is presented in table OVERVIEW |-1.

Table OVERVIEW I-1
Chronology of investigation No. TA-204-12

Date Action
March 21, 2005 Commission institutes investigation No. TA-204-12
April 4, 2005 Commission publishes its notice of institution in the Federal Register
July 21, 2005 Commission’s hearing (see note)
September 19, 2005 Commission’s report transmitted to the President and the Congress

Note.— Although four days of hearings were scheduled in connection with this investigation, the Commission revised its schedule following
receipt of only 12 expressions of interest to appear at the hearing filed on behalf of 16 entities, several of which indicated that a hearing was
not necessary. Staff notified parties and non-parties seeking to appear at a hearing that “the Commission is planning to hold one day of
hearings in this matter on July 21, 2005.” All parties and non-parties, however, subsequently withdrew their requests to appear and no one
appeared to give testimony at the hearing.

Source: Federal Register notices 70 FR 17113, April 4, 2005, and 70 FR 39789, July 11, 2005.

Section 204(d) of the Act requires the Commission, following termination of arelief action, to
evaluate the effectiveness of the action in facilitating positive adjustment by the domestic industry to
import competition, consistent with the reasons set out by the President in the report submitted to the
Congress under section 203(b) of the Act.> The Commission is required to submit areport on the
evaluation to the President and the Congress no later than 180 days after the day on which the relief
action was terminated.*

The President announced the relief action on March 5, 2002. In a proclamation of that date,® the
President announced that he would impose safeguard measures on imports of certain steel productsin the
form of either increased import duties or atariff-rate quota, depending on the product, effective March 20,
2002, for aperiod of 3 yearsand 1 day (i.e., until March 21, 2005). In a memorandum of that same date
relating to these measures, the President instructed the Secretary of the Treasury and the Secretary of
Commerce to establish a system of import licensing to facilitate the monitoring of imports of certain steel

1 Harmonized Tariff Schedule of the United States (HTS) statistical reporting numbers for the steel products
included in these safeguard measures are found in the report as follows: dab (FLAT 11-1), plate (FLAT I1-2), hot-
rolled (FLAT I1-3), cold-rolled (FLAT 11-4), coated (FLAT I1-6), tin (FLAT I11-1), hot bar (LONG 11-2), cold bar
(LONG I11-1), rebar (LONG 1V-1), welded pipe (TUBULAR I1-1), fittings (TUBULAR Il1-1), stainless bar
(STAINLESSII-1), stainlessrod (STAINLESS I11-1), and stainlesswire (STAINLESS IV-1).

219 U.S.C. § 2253.

319 U.S.C. § 2254(d)(1).

19 U.S.C. § 2254(d)(3).

® Proclamation 7529, 67 FR 10553 (March 7, 2002).
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products.® The Department of Commerce published regulations establishing such a system in the Federal
Register on December 31, 2002.’

On December 4, 2003, following receipt of the Commission’s mid-point monitoring report in
September 2003 (summarized later in this chapter), and after seeking information from the U.S. Secretary
of Commerce and U.S. Secretary of Labor, the President determined that the effectiveness of the
safeguard action taken had been impaired by changed circumstances. Accordingly, the President issued
Proclamation 7741 that terminated the tariff-rate quota and the increased import duties on certain steel
products.® In addition, however, the President directed the Secretary of Commerce to continue the
monitoring system until the earlier of March 21, 2005, or such time as the Secretary establishes a
replacement program.® Proclamation 7741 also authorized the United States Trade Representative, upon
his determination that the Secretary of Commerce has established a replacement program, to terminate the
action under section 203(a)(3)(1) of the Trade Act and the licensing system, and to publish notice of this
determination and action in the Federal Register. On December 9, 2003, the Department of Commerce
published a notice stating that the system would continue in effect as described in Proclamation 7741
until March 21, 2005.*° On March 11, 2005, the Department of Commerce published an interim final rule
to implement a replacement program for the period beyond March 21, 2005, with modifications to be
implemented on June 9, 2005."* Thus, the Commission must submit a report on the evaluation to the
President and the Congress no later than 180 days after the day on which the relief action was terminated
(the earlier of March 21, 2005, or June 9, 2005), or in this case by September 19, 2005.

Section 204(d) of the Trade Act requires the Commission, after a safeguard action taken under
section 203 has terminated, to “evaluate the effectiveness of the actions in facilitating positive adjustment
by the domestic industry to import competition, consistent with the reasons set out by the President” in
his report to the Congress under section 203(b). While the President’ s report to the Congress did not
specifically identify a set of “reasons,” the report referred to certain foreign conditions, including foreign
government subsidies that have resulted in excess capacity; the Asian financial crisis and a resulting surge
in U.S. imports; bankruptcy filingsin the U.S. industry; declining domestic prices; and significant |osses
at anumber of domestic integrated and mini-mill producersin 2001.*2 The report also referred to the
need to give the steel industry “breathing space,”*® and referred to the need for “adjustment and
restructuring of the American steel industry, to ensure its long-term competitiveness,” and cited programs
to help displaced workers with retraining and insurance coverage and to help communities.** Finaly, the
report noted that the Administration’s request for the section 201 investigation was part of athree-prong
Administration plan announced in June 2001 that also included reduction in global excess steel-making
capacity and elimination of subsidies and market-distorting practices globally.

6 67 FR 10953 (March 7, 2002).
7 67 FR 79845 (December 31, 2002).

8 See Proclamation 7741 of December 4, 2003, 68 FR 68483, December 8, 2003. Section 204(b)(1)(A)(ii) of the
Trade Act of 1974 (19 U.S.C. 52254(b)(1)(A)(ii)) authorizes the President to reduce, modify, or terminate a
safeguard action if he determines that the effectiveness of the action has been impaired by changed economic
circumstances.

° 68 FR 68483 (December 8, 2003).

10 68 FR 68594 (December 9, 2003).

170 FR 12133 (March 21, 2005).

2 President’ s report to the Congress under section 203(b), at 1.
13 President’ s report to the Congress under section 203(b), at 2.
14 President’ s report to the Congress under section 203(b), at 7.
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Section 201(b) of the Trade Act defines * positive adjustment to import competition” as follows —

(1) For purposes of this part, a positive adjustment to import competition occurs when —
(A) the domestic industry —
(i) is able to compete successfully with imports after action taken under
section 204 [sic] terminate or
(i) the domestic industry experiences an orderly transfer of resources to other
productive pursuits; and
(B) dislocated workers in the industry experience an orderly transition to
productive pursuits.

(2) The domestic industry may be considered to have made a positive adjustment to
import competition even though the industry is not of the same size and composition as the
industry at the time the investigation was initiated under section 202(b).

Thisreport is mainly descriptive, setting out facts relating to, among other things, industry
performance, trendsin prices and import levels, the market and business environment, and the types of
actions undertaken by companies and workers to adjust to competition from imports. Analysis of these
trends and actions, and of the progress and specific efforts made by firms and workers in the domestic
industry to make a positive adjustment to import competition, is also provided to permit greater
understanding of the developments and to place them in context.

In this investigation, the Commission has collected information through a variety of means. First,
the Commission drafted questionnaires to be issued to U.S. producers, consistent with previous safeguard
evaluations. The Commission then posted the draft questionnaires on its website and provided copiesto
al parties from the 2003 monitoring investigation (Inv. No. TA-204-09) for comment. The Commission
received six comments, most of which focused on burden reduction.®> The Commission incorporated
many party comments into the producer questionnaire.’® The Commission then sent final questionnaires
to approximately 200 U.S. companies believed to produce the subject steel products during January 2001-
March 2005.” One hundred and twelve firms reported producing the subject steel during this period: 44
firms produced flat steel;*® 26 firms produced long steel; 41 firms produced tubular steel; and 16 firms
produced stainless steel .

Second, the Commission reviewed published data and information regarding domestic and
foreign steel markets and industries. This report presents such information when it is available to the
public. Many sources, however, are restricted to subscription holders and cannot be reproduced.

15 For example, * answering the section “Part IV-Pricing and Related Information” will be a costly and time-
consuming burden,” comments of Ispat Inland, p. 3; “the draft questionnaire contains more questions and asks for
responsesin far greater detail than is necessary or reasonable,” comments of Long Products Producers Coalition and
Nucor, p. 1; and by asking “producers to provide datafor calendar years 2001 through 2004, as well as data for the
first quarter of 2004 and the first quarter of 2005. Thisrequest will be extremely burdensome for those domestic
producers. . . which have purchased new steel-making assets in recent years,” comments of U.S. Stedl, p. 3.

16 Electronic copies of the producer questionnaire were posted on the Commission’s web site at
http://www.usitc.gov/trade remedy/731 ad 701 cvd/investigations/2005/204 steel/safeguard.htm.

7' U.S. producers were identified from the monitoring investigation (Inv. No. TA-204-09) mailing list and
research of publicly available information. Firms that had reported in the original safeguard investigation (Inv. No.
TA-201-73) that they did not produce the 14 products being examined in the current eval uation were not sent
guestionnaires. However, all firms reporting production of any of the 14 products being examined in the current
evaluation plus firms that did not respond in the monitoring investigation were sent questionnaires.

18 |n addition, five toll processors reported producing flat steel during this period.
1 Some firms reported producing more than one category of steel products.
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In addition, the Commission held a public hearing to give U.S. steel producers, U.S. steel
workers, foreign steel producers, and U.S. purchasers of steel products an opportunity to present
testimony. Although the Commission initially received 12 requests to appear at the hearing, filed on
behalf of 16 entities, all such requests were subsequently withdrawn. Relevant Federal Register notices
appear in appendix A. Appendix B contains the hearing calendar.

Finally, the Commission reviewed submissions by parties and non-parties. Only one party filed a
prehearing brief. Eleven posthearing briefs and submissions were filed on behalf of 14 parties and non-
parties.

ORIGINAL SECTION 201 SAFEGUARD INVESTIGATION (INV. NO. TA-201-73)

On June 22, 2001, at the request of the United States Trade Representative (USTR) the
Commission ingtituted investigation No. TA-201-73 under section 202 of the Act® to determine whether
certain stedl products are being imported into the United States in such increased quantities asto be a
substantial cause of serious injury, or the threat thereof, to the domestic industry producing an article like
or directly competitive with the imported article® On July 26, 2001, the Commission received a
resolution from the Committee on Finance of the United States Senate requesting that the Commission
conduct an investigation of the same scope. The Commission exercised its authority under section 603 of
the Act and consolidated the investigation requested by the Committee on Finance with the Commission’s
previoudly instituted investigation requested by the USTR.

On October 22, 2001, the Commission made its determinations with respect to injury. The
Commission’ s determinations are presented in table OVERVIEW [-2. On December 7, 2001, the
Commission announced its recommendations with respect to remedies and subsequently transmitted its
report to the President on December 19, 2001.%

©19U.S.C. §2252.
21 66 FR 35267, July 3, 2001.
%2 66 FR 67304, December 28, 2001.
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Table OVERVIEW I-2

Commission’s determinations in Investigation No. TA-201-73, by product categories

Commission’s determinations

Product categories

Affirmative carbon and alloy flat-rolled products (slabs, plate, hot-rolled, cold-rolled, and
coated), hot bar, cold bar, rebar, welded pipe and tube, fittings, stainless
steel bar, and stainless steel rod

Evenly divided tin, stainless steel wire, stainless fittings and flanges,* and tool steel*

Negative grain oriented silicon electrical steel (GOES), carbon and alloy steel ingots,

billets, and blooms, carbon and alloy steel rails and railway products, carbon
and alloy steel wire, carbon and alloy steel strand, rope, cable, and cordage,
carbon and alloy steel nails, staples, and woven cloth, carbon and alloy
steel heavy structural shapes and sheet piling, carbon and alloy steel
fabricated structural units, carbon and alloy seamless steel pipe, seamless
oil country tubular goods (OCTG), welded OCTG, stainless steel ingots,
billets, and blooms, stainless steel cut-to-length plate, stainless steel woven
cloth, carbon, alloy, and stainless steel rope, and stainless steel seamless
and welded pipe

Source: 66 FR 54285, October 26, 2003.

! The President took no action with respect to these products.

SECTION 203 SAFEGUARD MEASURES

Following receipt of the Commission’ s report,? the President, pursuant to section 203 of the
Act,? imposed import relief in the form of tariffs and tariff-rate quotas on imports of certain steel
products for a period of 3 years and 1 day effective March 20, 2002. A compilation of Federal Register
notice citations concerning the section 203 safeguard measures is presented in appendix A. Table
OVERVIEW I-3 presentsinformation on the steel products covered by the safeguard measures and
corresponding tariff and tariff-rate quota remedies.

% See Sed, Inv. No. TA-201-73, USITC Publication 3479, December 2001.

#19U.S.C. §2253.
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Table OVERVIEW I-3

Section 203 safeguard measures imposed on March 20, 2002, by product and form

First year Second year Third year
Iltem Type of measure of relief of relief of relief
Percent ad valorem, unless otherwise noted
Certain carbon and alloy flat-rolled steel:
Slab Tariff-rate quota (TRQ) Increase in duties Increase in duties Increase in duties
of 30 percent ad of 24 percent ad of 18 percent ad
valorem for imports valorem for imports valorem for imports
abov_e 4.90 million abov_e 5.35 million abov_e 5.81 million
metric tons metric tons metric tons
Plate’ Increase in duties 30 24 18
Hot-rolled Increase in duties 30 24 18
Cold-rolled? Increase in duties 30 24 18
Coated Increase in duties 30 24 18
Tin Increase in duties 30 24 18
Hot bar Increase in duties 30 24 18
Cold bar Increase in duties 30 24 18
Rebar Increase in duties 15 12 9
Welded pipe and tube® Increase in duties 15 12 9
Fittings Increase in duties 13 10 7
Stainless bar Increase in duties 15 12 9
Stainless rod Increase in duties 15 12 9
Stainless wire Increase in duties 8 7 6

! Cut-to-length (CTL) and clad plate.
2 Other than grain-oriented electrical steel (GOES).
3 Other than oil country tubular goods (OCTG).

Source: 67 FR 10553, March 7, 2002.

Exempted Countries

The section 203 safeguard measures were applied to imports of subject steel products from all
countries except Canada, Israel, Jordan, and Mexico, and devel oping countries that are members of the
World Trade Organization (WTO) whose share of total imports of a particular product did not exceed 3
percent (provided that imports that are the product of all such countries with less than 3 percent import
share collectively accounted for not more than 9 percent of total imports of the product). The President’s
Proclamation states that if the President determines “that a surge in imports of a product described in
paragraph 7 (subject product) of a developing country WTO member undermines the effectiveness of the
pertinent safeguard measure, the safeguard measure shall be modified to apply to such product from such
country.”® Information on the status of WTO devel oping countries with respect to the section 203
safeguard relief is presented in table OVERVIEW 1-4.

% See paragraph 11 of the President’ s Proclamation of March 5, 2002 (67 FR 10553, March 7, 2002).
% See paragraph 12 of the President’s Proclamation of March 5, 2002 (67 FR 10553, March 7, 2002).

OVERVIEW I-6



Table OVERVIEW |-4
Status of WTO developing countries with respect to the section 203 safeguard measures

Item Source
Developing countries Albania, Angola, Antigua and Barbuda, Argentina, Bahrain, Bangladesh,
completely exempted from the Barbados, Belize, Benin, Bolivia, Botswana, Bulgaria, Burkina Faso, Burundi,
safeguard measures® Cameroon, Central African Republic, Chad, Chile, Colombia, Congo

(Brazzaville), Congo (Kinshasa), Costa Rica, Cote d’lvoire, Croatia, Czech
Republic, Djibouti, Dominica, Dominican Republic, Ecuador, Egypt, El Salvador,
Estonia, Fiji, Gabon, the Gambia, Georgia, Ghana, Grenada, Guatemala,
Guinea, Guinea Bissau, Guyana, Haiti, Honduras, Hungary, Indonesia, Jamaica,
Jordan, Kenya, Kyrgyzstan, Latvia, Lesotho, Lithuania, Macedonia, Madagascar,
Malawi, Mali, Mauritania, Mauritius, Mongolia, Morocco, Mozambique, Namibia,
Niger, Nigeria, Oman, Pakistan, Panama, Papua New Guinea, Paraguay, Peru,
Philippines, Poland, Rwanda, Saint Kitts and Nevis, Saint Lucia, Saint Vincent
and the Grenadines, Senegal, Sierra Leone, Slovakia, Solomon Islands, South
Africa, Sri Lanka, Suriname, Swaziland, Tanzania, Togo, Trinidad and Tobago,
Tunisia, Uganda, Uruguay, Zambia, and Zimbabwe

Developing countries partially Brazil (flat steel, except for tin mill products), India (carbon fittings), Moldova
exempted from the safeguard (rebar), Romania (carbon fittings), Thailand (welded pipe), Turkey (rebar), and
measures (covered products Venezuela (rebar)

in parenthesis)?

! See paragraph 12 of the President’s Proclamation of March 5, 2002 (67 FR 10553, March 7, 2002). Macedonia was added
to this list subsequent to the original proclamation, effective October 15, 2002 (67 FR 69065, November 14, 2002).

2 See 67 FR 10553, March 7, 2002. Thailand (carbon fittings) was added subsequent to the original proclamation (67 FR
12635, March 19, 2002).

Source: Cited Federal Register notices.

Countries covered by the section 203 safeguard measures are referred to as “ covered sources’
while countries not covered by relief (exempted) are referred to as “ noncovered sources,” except as noted.

Excluded and Within-Quota Products

The President’ s Proclamation of March 5, 2002 contained alist of products excluded from relief
and classified for reporting purposesin 51 temporary HTS subheadings.?” Subsequently, USTR
announced three additional lists of product exclusions® covering numerous additional products so that by
March 31, 2003, there were 513 temporary HTS subheadings identifying the excluded products.

Excluded imports for 2002 and 2003 for each of the subject products are discussed in the chapters
addressing those products. In general, excluded imports other than slab accounted for *** percent of the
guantity and *** percent of the value of subject steel imports from covered countries during the first 12-
month period covered by the safeguard measure (April 2002 to March 2003). Moreover, virtualy al slab

%" See Annex to Presidential Proclamation 7529 (67 FR 10558, March 7, 2002). Additionally, three temporary
HTS subheadings identify the tariff quotalevelsfor dab.

2 Proclamation 7529, as supplemented by Proclamation 7576, delegated to the USTR the authority to consider
requests for exclusion of a particular product submitted in accordance with the procedures set forth in 66 FR 54321,
5432254323 (October 26, 2001) and, upon publication in the Federal Register of anotice of USTR’sfinding that a
particular product should be excluded, to modify the HTS provision created by the annex to that proclamation to
exclude such particular product from the pertinent safeguard measure.

USTR considered requests by producers, importers, and purchasers of certain steel products for the exclusion of
aparticular product, defined in terms of its unique physical characteristics, from any increased duty, tariff-rate quota,
or quantitative restriction that the President may impose under section 203(a) of the Trade Act. See also 67 FR
79956, December 31, 2002.
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imports in the period April 2002 to March 2003 were not subject to additional tariffs because the total
quantity of slab imports (*** short tons) was well below the overall TRQ threshold applicable to the first
relief year (5.4 million short tons) set out in the President’ s proclamation imposing relief.* Thus, during
April 2002-March 2003, *** percent of the quantity and *** percent of the value of subject steel imports
from covered countries that fell within the subject product description were excluded from the safeguard
tariffs due to product exclusions and slab imported below the applicable TRQ threshold.®

WTO STEEL SAFEGUARD PROCEEDINGS

Following the announcement of the U.S. safeguard measure, several WTO members that export
steel to the U.S. market requested consultations with the United States under the WTO Safeguards
Agreement, and following implementation of the measures requested consultations with the United States
under the WTO Dispute Settlement Understanding (DSU). Following consultations, Brazil, China, the
European Union, Japan, Korea, New Zealand, Norway, and Switzerland requested establishment of
panels under the DSU, and a panel was formed in July 2002 to hear the disputes. In July 2003 the panel
found that the U.S. measure was inconsistent in certain respects with U.S. obligations under the WTO
Agreement on Safeguards.®* The United States appealed certain findings of the panel, and in November
2003 the WTO Appellate Body ruled that the U.S. measure was inconsistent in certain respects with U.S.
obligations under the Safeguards Agreement.*

SECTION 204 MONITORING OF DEVELOPMENTS IN THE DOMESTIC INDUSTRY

Section 204(a)(1) of the Trade Act of 1974 (19 U.S.C. § 2254(a)(1)) requires that the
Commission, so long as any action under section 203 of the Trade Act remains in effect, monitor
devel opments with respect to the domestic industry, including the progress and specific efforts made by
workers and firms in the domestic industry to make a positive adjustment to import competition. Further,
section 204(a)(2) requires, whenever theinitial period of an action under section 203 of the Trade Act
exceeds 3 years, that the Commission submit areport on the results of the monitoring under section
204(a)(1) to the President and the Congress not later than the mid-point of the initial period of the relief.

Effective March 5, 2003, the Commission instituted investigation No. TA-204-9: Sedl:
Monitoring Developments in the Domestic Industry for the purpose of preparing a mid-point report to the
President and the Congress regarding devel opments with respect to the pertinent domestic steel industries
(the 10 industries producing products corresponding to those subject to the safeguard measures) since the
imposition of import relief.*® The Commission collected and analyzed data for the period April 2000
through March 2003, drawing on awide array of public sources as well as questionnaires from 115
domestic producers, approximately 200 U.S. importers, nearly 500 U.S. purchasers, and more than 100
foreign producers. Further, the Commission conducted four days of hearingsin which it received
testimony from U.S. steel producers, U.S. steel workers, foreign steel producers, U.S. importers of steel

2 A significant number of product exclusions were not announced until July 12, 2002 (67 FR 46221) and August
30, 2002 (67 FR 56182). Additional product exclusions were announced on March 31, 2003 (68 FR 15494).

% STEEL: Monitoring Developments In The Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632,
September 2003, p. OVERVIEW I-8, confidential version.

3 See WTO Panel Reports, United States—Definitive Safeguard Measures on Imports of Certain Seel Products,
WT/DS248/R/Corr.1, WT/DS249/R/Corr.1, WT/DS251/R/Corr.1, WT/DS252/R/Corr.1, WT/DS253/R/Corr.1,
WT/DS254/R/Corr.1, WT/DS258/R/Corr.1, WT/DS259/R/Corr.1, July 11, 2003.

2 United States — Definitive Safeguard Measures on Imports of Certain Steel Products, AB-2003-3,
WT/DS248/AB/R, WT/DS249/AB/R, WT/DS25L/AB/R, WT/DS252/AB/R, WT/DS253/AB/R, WT/DS254/AB/R,
WT/DS258/AB/R, WT/DS259/AB/R, November 10, 2003.

¥ 68 FR 12380 (March 14, 2003).
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products, U.S. purchasers of steel products, and Congressional and state government witnesses.® In
addition, numerous parties submitted prehearing and posthearing briefs.

On September 19, 2003, the Commission transmitted its report to the President and to the
Congress. Initsreport, the Commission analyzed developments in each of the 10 relevant domestic
industries, detailed the adjustments to which the industries had committed, and reported their respective
efforts to date to meet those commitments. The Commission also noted, however, that adjustment efforts
should be evaluated in light of then-existing economic conditions. Importantly, the U.S. economy wasin
recession from March 2001 to November 2001. Therefore, in the period since imposition of the steel
safeguard measures, U.S. demand for most steel products was weak. While U.S. prices for steel products
generaly increased, albeit at different rates, many industries reported rising input costs as well.

The Commission highlighted the fact that, since the safeguard measures had entered into effect,
many of the U.S. steel industries had restructured, pointing in particular to significant mergers and
acquisitions among the producers of these products. The Commission also detailed important collective
bargai ning agreements negotiated following the imposition of the safeguard measures. In addition, the
Commission discussed unfunded pension liabilities among active companies, the termination or
restructuring of pension liabilities by companies that had declared bankruptcy, and the role of the Pension
Benefit Guaranty Corporation. Finaly, the Commission observed that Federal, State, and local
government programs to benefit steel producers had been limited since imposition of the safeguard
measures, and that the United States was actively seeking an agreement for reducing or eliminating
subsidies under the auspices of the Organisation for Economic Co-Operation and Development.

SECTION 332 INVESTIGATIONS

The Commission has conducted numerous investigations on steel products under section 332 of
the Tariff Act of 1930. Many of these fact-finding reports focused on analysis of specific steel trade
arrangements in effect during the 1990s, the U.S. steel industry’ s competitiveness, and monitoring of U.S.
tradein steel products during the 1980s and 1990s.

On April 4, 2003, at the request of the Committee on Ways and Means of the U.S. House of
Representatives, the Commission ingtituted a fact-finding investigation on the competitive conditions of
steel consuming industries with respect to the steel safeguard measures (Investigation No. 332-452).%
Thisinvestigation was conducted concurrently with the Commission’s mid-point review of the U.S.
safeguard measures (Investigation No. TA-204-9). The Commission’s principal findings specificaly
noted that:

of the steel-consuming industries examined, the motor vehicle parts and
steel fabrication industries reported adverse changes in competitive
conditions and firm performance after the implementation of the
safeguards more frequently than did other industries. These sectors
reported expected negative results from continuation of the safeguard
measures and positive results from termination of these measures more
frequently than other sectors. Industries such as distributors or steel
product producers generally reported that they expected no change or

3 Section 204(a)(3) of the Trade Act of 1974 requires that the Commission hold a hearing in the course of
preparing a monitoring report.

¥ Geel-Consuming Industries: Competitive Conditions with Respect to Steel Safeguard Measures, 68 FR 17672-
17673 (April 10, 2003).
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positive results from continuation of the safeguards and no change or
negative results from termination of the safeguard measures.®

Additionally, steel-consuming firms were asked about how the safeguard measures affected their
firm’'s purchasing patterns, prices, sales, employment, wages, availability of steel products, lead times and
delivery times, changes in contracts, and the ability to obtain required products or quality specifications.
In general, there were numerous reports of contract abrogation; longer lead and delivery times; sales lost
to foreign competitors; and shifts of purchases from imported to domestic steel. However, most
purchasers reported that their ability to obtain required steel products or quality specifications did not
change; that their customers did not shift to sourcing from foreign plants or facilities; or that they or other
steel-consuming firms did not relocate or shift production to foreign plants or facilities after the
implementation of the safeguards.

In terms of steel prices, the investigation found that:

Publicly available data and hearing testimony indicated that, for most
products subject to the safeguards, prices paid by steel-consuming
industriesinitially increased after the safeguards were implemented.
However, prices for some of these products then declined after theinitial
increase...Some steel-consuming purchasers reported that they did not
experience large increases in price after the imposition of the safeguard
measures...In particular, most rebar purchasers who testified also
reported little change in the price of rebar attributable to the safeguard
measure and alarger impact due to other factors, principally higher scrap
and energy costs.*

Those steel-consuming firms reporting any increase in the price of the steel they purchased aso
were asked how their firm responded to the price increase. Firms were asked to indicate if they
successfully passed on the price increase to their customers; whether they absorbed any increased steel
costs without changes in operations; whether they absorbed the increased steel costs but made changesin
operations such as layoffs, reduced overhead costs, etc.; and whether they shifted production off shore, or
outsourced to foreign sources to limit the amount of higher priced steel purchased.

On asectora basis, stedl distributors accounted for a significant number
(36 of 71) of the firms reporting that they were able to pass on any
increased cost or were sometimes able to pass on price increases. In
addition, a significant number of fabricators (20 firms) also noted that
they were, at least sometimes, able to pass on any increase in the cost of
steel. Most of the specified sectors had more firms reporting that they
were unsuccessful in passing on the increased cost of steel to their
customers. In particular, a mgjority of responding firmsin industries
such as fasteners, motor vehicles, motor vehicles parts, power equipment,

% Seel-Consuming Industries: Competitive Conditions With Respect to Steel Safeguard Measures, Inv. No. 332-
452, Volume I11, USITC Publication 3632, September 2003, p. vii.

¥ 1bid., p. vii and pp. 2-10.
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steel barrels and cans, and furniture reported an inability to pass on steel
price increases.®

TITLE VII ORDERS ON STEEL

A list of outstanding antidumping and countervailing duty orders on the subject steel productsis
presented in table OVERVIEW 1-5. There are currently 110 outstanding antidumping and countervailing
duty orders or suspension agreements covering carbon and alloy flat-rolled stedl, tin, rebar, welded pipe,

fittings, stainless bar, and stainless rod.

Table OVERVIEW I-5
Subject steel: Outstanding antidumping and countervailing duty orders

ITC Commerce

Order Continued investigation investigation

date date Product Source number number
06/13/1979 12/15/2000 Carbon steel plate Taiwan AA-1921-197 A-583-080
05/07/1984 08/22/2000 Small diameter carbon steel pipe* Taiwan 731-TA-132 A-583-008
03/07/1986 08/22/2000 Welded carbon steel pipe* Turkey 701-TA-253 C-489-502
03/11/1986 08/22/2000 Welded carbon steel pipe* Thailand 731-TA-252 A-549-502
05/12/1986 08/22/2000 Welded carbon steel pipe* India 731-TA-271 A-533-502
05/15/1986 08/22/2000 Welded carbon steel pipe’ Turkey 731-TA-273 A-489-501
12/17/1986 01/06/2000 Carbon steel butt-weld pipe fittings* Brazil 731-TA-308 A-351-602
12/17/1986 01/06/2000 Carbon steel butt-weld pipe fittings* Taiwan 731-TA-310 A-583-605
02/10/1987 01/06/2000 Carbon steel butt-weld pipe fittings* Japan 731-TA-309 A-588-602
03/27/1989 08/22/2000 Light-walled rectangular pipe* Taiwan 731-TA-410 A-583-803
05/26/1989 08/22/2000 Light-walled rectangular pipe* Argentina 731-TA-409 A-357-802
07/06/1992 01/06/2000 Carbon steel butt-weld pipe fittings* China 731-TA-520 A-570-814
07/06/1992 01/06/2000 Carbon steel butt-weld pipe fittings* Thailand 731-TA-521 A-549-807
11/02/1992 08/22/2000 Circular welded nonalloy steel pipe! Brazil 731-TA-532 A-351-809
11/02/1992 08/22/2000 Circular welded nonalloy steel pipe* Korea 731-TA-533 A-580-809
11/02/1992 08/22/2000 Circular welded nonalloy steel pipe* Taiwan 731-TA-536 A-583-814
11/02/1992 08/22/2000 Circular welded nonalloy steel pipe* Mexico 731-TA-534 A-201-805

Table continued. See footnote at end of table.

® |bid., pp. 2-14.
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Table OVERVIEW I-5--Continued
Subject steel: Outstanding antidumping and countervailing duty orders

ITC Commerce

Order Continued investigation investigation

date date Product Source number number
08/19/1993 12/15/2000 | Carbon steel plate Brazil 731-TA-574 A-351-817
08/17/1993 12/15/2000 | Carbon steel plate Sweden 701-TA-327 C-401-804
08/17/1993 12/15/2000 = Carbon steel plate Spain 701-TA-326 C-469-804
08/17/1993 12/15/2000 = Carbon steel plate United Kingdom 701-TA-328 C-412-815
08/17/1993 12/15/2000 | Carbon steel plate Mexico 701-TA-325 C-201-810
08/17/1993 12/15/2000 | Carbon steel plate Brazil 701-TA-320 C-351-818
08/17/1993 12/15/2000 | Carbon steel plate Belgium 701-TA-319 C-423-806
08/17/1993 12/15/2000 | Corrosion-resistant carbon steel flat products France 701-TA-348 C-427-810
08/17/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Korea 701-TA-350 C-580-818
08/19/1993 12/15/2000 | Carbon steel plate Romania 731-TA-584 A-485-803
08/19/1993 12/15/2000 = Carbon steel plate Brazil 731-TA-574 A-351-817
08/19/1993 12/15/2000 = Carbon steel plate United Kingdom 731-TA-587 A-412-814
08/19/1993 12/15/2000 | Carbon steel plate Poland 731-TA-583 A-455-802
08/19/1993 12/15/2000 | Carbon steel plate Finland 731-TA-576 A-405-802
08/19/1993 12/15/2000 | Carbon steel plate Mexico 731-TA-582 A-201-809
08/19/1993 12/15/2000 = Carbon steel plate Germany 731-TA-578 A-428-816
08/19/1993 12/15/2000 | Carbon steel plate Belgium 731-TA-573 A-423-805
08/19/1993 12/15/2000 = Carbon steel plate Spain 731-TA-585 A-469-803
08/19/1993 12/15/2000 | Carbon steel plate Sweden 731-TA-586 A-401-805
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Canada 731-TA-614 A-122-822
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Korea 731-TA-618 A-580-816
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Australia 731-TA-612 A-602-803
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Japan 731-TA-617 A-588-826
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products France 731-TA-615 A-427-808
08/19/1993 12/15/2000 | Corrosion-resistant carbon steel flat products Germany 731-TA-616 A-428-815
12/01/1993 08/02/2000 | Stainless steel wire rod* India 731-TA-638 A-533-808
01/28/1994 08/02/2000 = Stainless steel wire rod* France 731-TA-637 A-427-811
01/28/1994 08/02/2000 = Stainless steel wire rod* Brazil 731-TA-636 A-351-819
02/21/1995 04/18/2001 | Stainless steel bar Brazil 731-TA-678 A-351-825
02/21/1995 04/18/2001 | Stainless steel bar Japan 731-TA-681 A-588-833
02/21/1995 04/18/2001 | Stainless steel bar India 731-TA-679 A-533-810
03/02/1995 04/18/2001 | Stainless steel bar Spain 731-TA-682 A-469-805
07/02/1996 11/16/2001 = Clad steel plate Japan 731-TA-739 A-588-838
04/17/1997 03/26/2003 | Steel concrete reinforcing bar Turkey 731-TA-745 A-489-807
10/24/1997 09/17/2003 = Carbon steel plate? Russia 731-TA-754 A-821-808
10/24/1997 09/17/2003 = Carbon steel plate? Ukraine 731-TA-756 A-823-808
10/24/1997 09/17/2003 = Carbon steel plate® China 731-TA-753 A-570-849

Table continued. See footnote at end of table.
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Table OVERVIEW I-5--Continued
Subject steel: Outstanding antidumping and countervailing duty orders

ITC Commerce

Order Continued investigation investigation

date date Product Source number number
09/15/1998 08/13/2004 Stainless steel wire rod Korea 731-TA-772 A-580-829
09/15/1998 08/13/2004 Stainless steel wire rod Spain 731-TA-773 A-469-807
09/15/1998 08/13/2004 Stainless steel wire rod Sweden 731-TA-774 A-401-806
09/15/1998 08/13/2004 Stainless steel wire rod Taiwan 731-TA-775 A-583-828
09/15/1998 08/13/2004 Stainless steel wire rod Japan 731-TA-771 A-588-843
09/15/1998 08/13/2004 Stainless steel wire rod Italy 731-TA-770 A-475-820
06/29/1999 05/12/2005 Hot-rolled carbon steel flat products Japan 731-TA-807 A-588-846
07/06/1999 05/12/2005 Hot-rolled carbon steel flat products Brazil 701-TA-384 C-351-829
07/06/1999 05/12/2005 Hot-rolled carbon steel flat products Brazil 731-TA-806 A-351-828
07/12/1999 05/12/2005 Hot-rolled carbon steel flat products? Russia 731-TA-808 A-821-809
02/10/2000 Carbon steel plate® Korea 701-TA-391 C-580-837
02/10/2000 Carbon steel plate® Indonesia 701-TA-389 C-560-806
02/10/2000 Carbon steel plate® Japan 731-TA-820 A-588-847
02/10/2000 Carbon steel plate* India 731-TA-817 A-533-817
02/10/2000 Carbon steel plate* India 701-TA-388 C-533-818
02/10/2000 Carbon steel plate’ Indonesia 731-TA-818 A-560-805
02/10/2000 Carbon steel plate® Korea 731-TA-821 A-580-836
02/10/2000 Carbon steel plate* Italy 701-TA-390 C-475-827
02/10/2000 Carbon steel plate* Italy 731-TA-819 A-475-826
02/10/2000 Carbon steel plate’ France 731-TA-816 A-427-816
08/28/2000 Tin mill products® Japan 731-TA-860 A-588-854
05/18/2001 Stainless steel angle Korea 731-TA-889 A-580-846
05/18/2001 Stainless steel angle Japan 731-TA-888 A-588-856
05/18/2001 Stainless steel angle Spain 731-TA-890 A-469-810
09/07/2001 Steel concrete reinforcing bar Moldova 731-TA-879 A-841-804
09/07/2001 Steel concrete reinforcing bar Poland 731-TA-880 A-455-803
09/07/2001 Steel concrete reinforcing bar Ukraine 731-TA-882 A-823-809
09/07/2001 Steel concrete reinforcing bar Indonesia 731-TA-875 A-560-811
09/07/2001 Steel concrete reinforcing bar Korea 731-TA-877 A-580-844
09/07/2001 Steel concrete reinforcing bar Belarus 731-TA-873 A-822-804
09/07/2001 Steel concrete reinforcing bar China 731-TA-874 A-570-860
09/07/2001 Steel concrete reinforcing bar Latvia 731-TA-878 A-449-804

Table continued. See footnotes at end of table.
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Table OVERVIEW I-5--Continued
Subject steel: Outstanding antidumping and countervailing duty orders

ITC Commerce

Order Continued investigation investigation

date date Product Source number number
09/11/2001 Hot-rolled carbon steel flat products Argentina 701-TA-404 C-357-815
09/19/2001 Hot-rolled carbon steel flat products South Africa 731-TA-905 A-791-809
09/19/2001 Hot-rolled carbon steel flat products Argentina 731-TA-898 A-357-814
11/21/2001 Hot-rolled carbon steel flat products Kazakhstan 731-TA-902 A-834-806
11/29/2001 Hot-rolled carbon steel flat products Ukraine 731-TA-908 A-823-811
11/29/2001 Hot-rolled carbon steel flat products Taiwan 731-TA-906 A-583-835
11/29/2001 Hot-rolled carbon steel flat products Netherlands 731-TA-903 A-421-807
11/29/2001 Hot-rolled carbon steel flat products China 731-TA-899 A-570-865
11/29/2001 Hot-rolled carbon steel flat products Thailand 731-TA-907 A-549-817
11/29/2001 Hot-rolled carbon steel flat products Romania 731-TA-904 A-485-806
12/03/2001 Hot-rolled carbon steel flat products Indonesia 701-TA-406 C-560-813
12/03/2001 Hot-rolled carbon steel flat products India 731-TA-900 A-533-820
12/03/2001 Hot-rolled carbon steel flat products Indonesia 731-TA-901 A-560-812
12/03/2001 Hot-rolled carbon steel flat products India 701-TA-405 C-533-821
12/03/2001 Hot-rolled carbon steel flat products South Africa 701-TA-407 C-791-810
12/03/2001 Hot-rolled carbon steel flat products Thailand 701-TA-408 C-549-818
12/06/2001 Welded large diameter line pipe Japan 731-TA-919 A-588-857
02/27/2002 Welded large diameter line pipe Mexico 731-TA-920 A-201-828
03/07/2002 Stainless steel bar Italy 731-TA-915 A-475-829
03/07/2002 Stainless steel bar Germany 731-TA-914 A-428-830
03/07/2002 Stainless steel bar Korea 731-TA-916 A-580-847
03/07/2002 Stainless steel bar France 731-TA-913 A-427-820
03/07/2002 Stainless steel bar United Kingdom 731-TA-918 A-412-822
03/08/2002 Stainless steel bar Italy 701-TA-413 C-475-830

! The Commission has instituted five-year reviews of these orders.

2 Suspended.

3 Suspension agreement (10/24/1997) continued effective (09/17/2003) then terminated and antidumping duty order imposed effective
(11/03/2003).

Source: Commission’s web site: http://www.usitc.gov/7ops/ad_cvd_orders.htm.

Since March 20, 2002, the effective date of the section 203 measures, the Commission has
completed antidumping and countervailing duty investigations on three forms of steel covered by the
measures. circular welded non-alloy steel pipe from China,* certain cold-rolled steel products from 20
countries,”® and light-walled rectangular pipe and tube from Mexico and Turkey.* The Commission

% See 67 FR 45541, July 9, 2002. See also, Circular Welded Non-Alloy Steel Pipe from China, Inv. No. 731-TA-
943 (Final), USITC Publication 3523, June 2002.

40 See 67 FR 58074, September 13, 2002. See also, Certain Cold-Rolled Steel Products from Australia, India,
Japan, Swveden, and Thailand, Invs. Nos. 731-TA-965, 971-972, 979, and 981 (Final), USITC Publication 3536,
September 2002. See also 67 FR 68685, November 12, 2002. See also, Certain Cold-Rolled Seel Products from
Argentina, Belgium, Brazl, China, France, Germany, Korea, the Netherlands, New Zealand, Russia, South Africa,
Soain, Taiwan, Turkey, and Venezuela, Invs. Nos. 701-TA-423-425 and 731-TA-964, 966-970, 973-978, 980, and
982-983 (Final), USITC Publication 3551, October 2002.

4l See 69 FR 62916, October 28, 2004. See also, Light-Walled Rectangular Pipe and Tube from Mexico and
Taiwan, Invs. Nos. 731-TA-1054-1055 (Final), USITC Publication 3728, September 2004.
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made negative determinations with respect to all three products.*? Asaresult of these negative
determinations, no new orders on covered steel products have been issued since the application of the
section 203 safeguard measures.

Since March 20, 2002, the Commission has conducted five-year reviews of outstanding
antidumping and countervailing duty orders and/or suspension agreements covering rebar,” cut-to-length
plate,* stainless steel wire rod,* and hot-rolled steel products.*® As aresult of those reviews, the orders
and agreements remained in place (with the exception of the suspension agreement on cut-to-length plate
from South Africa). The Commission also instituted reviews, which are pending, of carbon steel butt-
weld pipefittings (5 orders) in December 2004; cut-to-length plate (10 orders) in January 2005; and
stainless steel wirerod (3 orders), carbon steel standard and light-walled rectangular pipe and tube (11
orders), and tin- and chromium-coated steel sheet (1 order currently subject to litigation) in July 2005.

INVESTIGATION UNDER SECTION 421 OF THE TRADE ACT OF 1974

The Commission currently is conducting an investigation under section 421(b) of the Trade Act
of 1974 on circular welded non-alloy steel pipe from China.*” Following receipt of a petition filed on
August 2, 2005, on behalf of seven domestic steel producers and the United Steelworkers of America,
AFL-CIO, the Commission instituted this investigation to determine whether circular welded non-alloy
steel pipe from Chinais being imported into the United States in such increased quantities or under such
conditions as to cause or threaten to cause market disruption to the domestic producers of like or directly
competitive products. The subject product includes certain welded carbon quality steel pipes and tubes,
of circular cross-section, with an outside diameter of 0.372 inch (9.45 mm) or more, but not more than 16
inches (406.4 mm) and is generally known as standard pipe and structural pipe.*® The Commission is
scheduled to transmit its determination to the President on October 3, 2005.

ORGANIZATION OF THE REPORT AND GENERAL ISSUES

The presentation of information collected in the current evaluation has been organized into five
major parts. (1) introduction and general overview; (2) carbon and alloy flat steel; (3) carbon and aloy
long steel; (4) carbon and alloy tubular steel; and (5) stainless steel.

The introduction and general overview includes information on current market factors (overall
demand, demand in specific U.S. downstream sectors, input costs, and exchange rates), developmentsin

“21n each of the foregoing grouped investigations, the Commission considered the existence of section 203
safeguard measures as a condition of competition. See, e.g., Circular Welded Non-Alloy Steel Pipe from China, Inv.
No. 731-TA-943 (Final), USITC Publication 3523, June 2002, at 6; Certain Cold-Rolled Steel Products from
Australia, India, Japan, Sveden, and Thailand, Invs. Nos. 731-TA-965, 971-972, 979, and 981 (Final), USITC
Publication 3536, September 2002, at 28; and Light-Walled Rectangular Pipe and Tube from Mexico and Taiwan,
Invs. Nos. 731-TA-1054-1055 (Final), USITC Publication 3728, September 2004, at 13.

4368 FR 10032, March 3, 2003. See also, Seel Concrete Reinforcing Bar from Turkey, Inv. No. 731-TA-745
(Review), USITC Publication 3577, February 2003.

4 68 FR 52614, September 4, 2003. See also, Cut-to-Length Carbon Seel Plate from China, Russia, South
Africa, and Ukraine, Invs. Nos. 731-TA-753-756 (Review), USITC Publication 3626, August 2003.

% 69 FR 45077, July 28, 2004. See also, Sainless Seel Wire Rod from Italy, Japan, Korea, Spain, Swveden, and
Taiwan, Invs. Nos. 731-TA-770-775 (Review), USITC Publication 3707, July 2004.

4 70 FR 23886, May 5, 2005. See also, Hot-Rolled Flat-Rolled Carbon-Quality Steel Products from Brazl,
Japan, and Russia, Invs. Nos. 701-TA-384 and 731-TA-806-808 (Review), USITC Publication 3767, April 2005.

47 Circular Welded Non-Alloy Steel Pipe From China, Inv. No. TA-421-06.
48 70 FR 46543-46544, August 10, 2005.
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the U.S. steel market, and developments in the global steel market. The subsequent four chapters are
divided into sections containing alist of U.S. producersin each of the respective industries, information
on recent industry structural developments, industry and market data (trade, financial, and pricing)
organized by product, and adjustment efforts undertaken by firms and workers. A summary of data
collected, by product, is presented in appendix C. A description of the manufacturing and uses of the
relevant products appears in appendix D. Much of the data used in the preparation of this report has been
obtained from responses to the Commission’ s questionnaires, supplemented by secondary sources (e.g.,
official Commerce statistics for U.S. imports) where appropriate. Information has also been drawn from
public sources and from written submissions to the Commission.
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PART II: CURRENT MARKET FACTORS
OVERALL DEMAND

All steel products subject to this investigation are used in the production of downstream products.
Asaresult, U.S. demand for the subject productsis derived from demand for these downstream products.
Changesin U.S. demand for many of the downstream products, in turn mirrors fluctuations in overall
U.S. economic activity, which is generally measured by changesin the growth of U.S. real gross domestic
product (GDP), shown in figure OVERVIEW I1-1.

Figure OVERVIEW II-1
U.S. real GDP: Percent change from the previous period based on billions of chained (2000) dollars at annual

rates, by quarters, January 2001-March 2005
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Note: Real GDP figures currently use 2000 as the base-year (nominal expenditures in 2000 are defined to equal real
expenditures in that year). Each year’s real GDP figures are calculated by using a statistical technique of chaining to
calculate quantity indexes for each year by applying price weights of the current year to the previous year’'s quantity
index. The percentage changes in real GDP from period-to-period based on chain indexes are not affected by
shifting to a new base-year, but the chained-dollar estimates of the components of real GDP usually are not additive.

Source: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, July 2005, Table
C.1, p. D-51.

Other measures of economic activity include the Federal Reserve’ sindex of industrial production
and index of durable consumer goods production (figure OVERVIEW I1-2). Since January 2001, the
index of industrial production increased by 4.4 percent. During the same time frame, the index of
consumer durable goods production increased by 13.5 percent.
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Figure OVERVIEW II-2
Production indexes: Indexes of industrial production and durable goods production, seasonally adjusted, by
quarters, January 2001-March 2005
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DEMAND IN SPECIFIC U.S. DOWNSTREAM SECTORS

Table OVERVIEW I1-1 shows the specific downstream sectors analyzed, the associated steel
product categories, and the changes in shipment or construction value between first quarter 2001 and first
quarter 2005, as well as between first quarter 2002 and first quarter 2005.

The downstream sectors analyzed were chosen based on their importance in consumption of the
individual section 204 product categories (figures OVERVIEW I1-3-OVERVIEW 11-9). Because of data
limitations, some of these sectors are proxies for those that would be most relevant, and some downstream
sectors account for more consumption of the individual section 204 products than other downstream
sectors.

Datafor the specific downstream sectors are based on manufacturers' shipments or construction
put in place on a quarterly basis. The dataare in current (nominal) U.S. dollars, except in asingle
instance (steel cans) where quantities were reported. In addition, the data for the downstream sectors
were readily available only on a non-seasonally adjusted basis. Asaresult, quarter-to-quarter trends are
likely influenced at least somewhat by price changes (where value-based data are shown) and by seasonal
fluctuations; movements in nominal values mask changes in real-value terms.
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Table OVERVIEW II-1

U.S. downstream sectors: Changes in shipment or construction value between Q1 2001 and Q1 2005 and

between Q1 2002 and Q1 2005

Changes in Changes in
value value
between Q1 between Q1
2001 and Q1 | 2002 and Q1
Downstream sector Associated steel product categories 2005 2005
Percent Percent
Certain flat-rolled products, hot-rolled bar,
Transportation equipment cold-finished bar, and stainless steel bar 115 7.6
Steel cans® Tin mill products 7.1 9.7
Carbon steel forgings Hot-rolled bar and cold-finished bar 36.2 41.2
Stainless steel forgings Stainless steel bar 28.3 255
Certain flat-rolled products, hot-rolled bar,
cold-finished bar, rebar, welded tubular
Nonresidential construction? products, and fittings 3.9 1.3
Utilities, pipelines, and
railroads?® Welded tubular products and fittings 35.5 -20.4
Metalworking machinery Stainless steel rod and stainless steel wire 19.9 49.9

! Measured by quantity.
2 Measured by value of construction put in place.

Source: U.S. Census Bureau, Can Manufacturers’ Institute, and Forging Industry Association.
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Figure OVERVIEW II-3
Transportation equipment: Value of U.S. manufacturers’ shipments, by quarters, January 2001-March 2005
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Source: U.S. Census Bureau, M3 Series-Value of Manufacturers’ Shipments.

Figure OVERVIEW lI-4
Steel cans: Quantity of U.S. manufacturers’ shipments of steel cans for food, quarterly, January 2001-
December 2004
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Figure OVERVIEW II-5
Carbon and alloy steel forgings: Value of U.S. manufacturers’ shipments, quarterly, January 2001-March
2005
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Figure OVERVIEW I11-6
Stainless steel forgings: Value of U.S. manufacturers’ shipments, quarterly, January 2001-March 2005
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Figure OVERVIEW II-7
Nonresidential construction: Value of U.S. nonresidential construction put in place, by quarters, January
2001-March 2005
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Source: U.S. Census Bureau, C30 Report—Value of Construction Put in Place.

Figure OVERVIEW II-8
Utilities, pipelines, and railroads: Value of U.S. construction put in place, by quarters, January 2001-March
2005
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Source: U.S. Census Bureau, C30 Report—Value of Construction Put in Place.
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Figure OVERVIEW II-9
Metalworking machinery: Value of U.S. manufacturers’ shipments, by quarters, January 2001-March 2005
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INPUT COSTS

Primary inputs in the production of steel products include energy commodities, such as natural
gas and electricity, aswell as raw materials, such as steel scrap, nickel,* and coke. Price series for these
materials are shown in figures OVERVIEW I1-10 - OVERVIEW [1-14.

Since January 2001, prices for natural gas have decreased by 20.4 percent. Natural gas pricesfell
by 54.2 percent from January 2001 to January 2002. Since January 2002, natural gas prices have
rebounded by 75.1 percent, with most of the increase occurring between fourth quarter 2002 and first
quarter 2003. Pricesfor electricity sold to industria users fluctuated upward during the period. Since
January 2001, electricity prices have increased only slightly, by 3.4 percent.

Prices for raw material inputs have increased since 2001. Since January 2001, prices for steel
scrap have increased by 133.2 percent. Similarly, prices for nickel have increased by 131.4 percent and
prices for coke have increased by 98.3 percent over the same period.

! Nickel isamajor raw material input for making stainless steel and reportedly is priced globally for all
manufacturers.
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Figure OVERVIEW I1I-10
Natural gas: Price of natural gas sold to industrial customers, monthly, January 2001-March 2005
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Source: U.S. Department of Energy, Energy Information Administration.

Figure OVERVIEW I1I-11
Electricity: Price of electricity sold to industrial customers, monthly, January 2001-March 2005
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Source: U.S. Department of Energy, Energy Information Administration.
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Figure OVERVIEW I11-12
Steel scrap: Price, monthly, January 2001-March 2005
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Source: American Metal Market, Composite price of No. 1 heavy melting steel scrap.

Figure OVERVIEW I1-13
Nickel: Cash mean price, monthly, January 2001-March 2005
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Figure OVERVIEW l1I-14
Coke: U.S. spot price, quarterly, January 2001-March 2005
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Source: World Steel Dynamics (WSD), Steel Strategist #30 and WSD, e-mail to USITC staff, May 11, 2005.

EXCHANGE RATES

Exchange rate fluctuations between the U.S. dollar and foreign currencies can have a significant
effect on the relative competitiveness of global steelmakers selling productsin the U.S. market. Asa
country’s currency depreciates against the U.S. dollar, the foreign producer can lower product prices
expressed in U.S. dollarsin the U.S. market while still receiving the same price expressed in its home
currency. Alternatively, as acountry’s currency appreciates against the U.S. dollar, aforeign producer
that maintains prices expressed in U.S. dollars will obtain lower pricesin its home currency. Asshownin
table OVERVIEW 11-2, nominal and real exchange rates for many of the selected countries appreciated
against the U.S. dollar during the period for which data were collected, especialy since the first quarter of
2002.
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Table OVERVIEW II-2
Exchange rates: Overall appreciation and depreciation amounts for currencies of selected countries
relative to the U.S. dollar, January-March 2001 through January-March 2005

January-March 2001 through
January-March 2005

January-March 2002 through
January-March 2005

Nominal Real Nominal Real
Country exchange rate exchange rate exchange rate exchange rate
Appreciation Depreciation Appreciation Depreciation Appreciation Depreciation Appreciation Depreciation
Percent Percent Percent Percent Percent Percent Percent Percent

Argentina - 191.1 - 513.1 - 52.2 - 165.1
Australia® 31.7 - 329 - 33.3 - 39.0 -
Brazil* - 30.3 - 119.9 - 11.9 - 59.5
Canada 19.6 - 25.6 - 23.0 - 32.6 -
China? - - - - - - - -
Czech
Republic 229 - 40.4 - 229 - 42.1 -
Egypt - 53.4 104.5 - 29.3 57.2
E.U! 28.7 - 31.6 - 30.8 - 375 -
India* 6.2 - - 11 10.1 - 10.7 -
Indonesia 5.2 - - 11.0 8.7 - 6.9 -
Japan® 11.3 - 214 - 20.9 - 32.7 -
Korea® 19.6 - 20.9 - 22.6 - 27.2 -
Mexico - 15.3 - 33.9 22.6 - - 30.7
Romania® - 5.6 - 95.8 12.5 - - 20.9
Russia’ 25 - - 53.5 9.5 - - 30.3
Thailand* 10.7 - 3.1 - 11.8 - 11.6 -
Turkey'? - 66.0 19.8 - 2.6 - 19.8 -
United
Kingdom* 22.9 - 20.2 - 24.7 - 32.3 -

! Covered countries. Certain carbon flat-rolled steel was the only covered product from Brazil. Fittings were the only covered
products from India, Romania, and Thailand. Rebar was the only covered product from Turkey.

2 China’s currency (yuan) was pegged to the U.S. dollar during the period for which data were collected, so it neither
appreciated or depreciated nominally. On July 21, 2005, China re-evaluated its currency to allow narrow fluctuations based on a
basket of foreign currencies, which caused an immediate appreciation of the Chinese yuan of 2 percent against the U.S. dollar.

3 The producer price index was unavailable for Turkey prior to 2003. Therefore, the appreciation in the real exchange rate of
Turkey's currency relative to the U.S. dollar is based on the change from first quarter 2003 to first quarter 2005 for both periods

shown.

Source: International Monetary Fund, International Financial Statistics, August 2005, http://imfstatistics.org.
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PART Il

U.S. PRODUCERS

U.S. DEVELOPMENTS

A list of U.S. producers that responded to the Commission’ s request for information, including
the products produced by each firm, is presented in table OVERVIEW I11-1.

Table OVERVIEW IlI-1

Steel: U.S. producers, by products, January 2001-March 2005

“¢/” = firm produces this product or form

Firm

Flat

Certain flat-rolled steel®

Long

Tubular

Stainless

Slab

Hot-rolled
Cold-rolled

Plate

Coated

Tin

Hot bar

Cold bar

Welded
Fittings

Bar

Rod

Wire

A.B. Steel Mill
AK Steel

A

AN
A

A

R | Rebar

Allied Tube & Conduit

ANAN

Alton Steel

American Steel Pipe
Anvil International

Apollo Metals

Bayou Steel

Beck Industries
Berg Steel Pipe

Beta

Blair Strip

Bonney Forge
Bull Moose Tube

California Steel

California Steel & Tube

AR

Canfield Metal Coating
Carpenter Technology

Charter Specialty

CMC Steel

Connecticut Steel
Copperweld

Corey Steel

Crucible Specialty Metals

CSN
Double G Coatings

Duferco Farrell

Electralloy

Ergste Westig S. Carolina

Table continued. See footnotes at end of table.
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Table OVERVIEW IlI-1--Continued

Steel: U.S. producers, by products, January 2001-March 2005
“¢/” = firm produces this product or form

Firm

Flat

Certain flat-rolled steel®

Long

Tubular

Stainless

Slab

Plate

Cold-rolled
Coated

Tin

Hot bar

Cold bar

Rebar

Welded
Fittings

Bar

Rod

Wire

Gallatin
Geneva Steel

A

A

R R | Hot-rolled

Gerdau Ameristeel

Gibraltar Industries

AN

Greer
Handy and Harman

Hannibal Industries

IPSCO

Ispat Inland
Jersey Shore Steel

Jindal United Steel

Jewel Wire

JIT Steel
Laclede Steel Corp.?

Leavitt Tube

Leggett & Platt

AR

LeTourneau
LMP Steel & Wire

Lock Joint Tube

Lone Star

Loos & Co.
MacSteel

Maruichi American

Maverick Tube

Mills Iron Works*
Mittal Steel USA ISG

National Galvanizing

Nelson Steel & Wire

North American Stainless
Northwest Pipe

North Star BHP

North Star Steel

Nova Tube
NS Group

Nucor

Ohio Coatings

Oregon Steel Mills
Outokumpu Stainless

Table continued. See footnotes at end of table.
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Table OVERVIEW llI-1--Continued
Steel: U.S. producers, by products, January 2001-March 2005

Firm

“¢/" = firm produces this product or form

Flat

Certain flat-rolled steel*

Long

Tubular

Stainless

Slab

Plate

Hot-rolled

Cold-rolled
Coated
Tin

Hot bar

Cold bar

Rebar

Welded
Fittings

Bar

Rod

Wire

Pennsylvania Machine Works

A

Plymouth Steel
Pre-Coat Metals

A

A

AN

Pro-Tec Coating

Republic Engineered

Roanoke Electric Steel
Rome Strip

Sandvik Materials

Sharon Tube

Sheffield
Searing Industries

Severstal N.A.

Spartan Steel Coating

Steel of W. Virginia
Steel Dynamics

Steelscape

Stupp Corp.

Sumiden Wire Products
TAMCO

Taubensee Steel & Wire

Tex-Tube

The Techs
Theis Precision

Thomas Steel

Thompson

AR

Timken
Trinity Fittings

Tube Forgings*

TXI Chaparral Steel

U.S. Steel
Ulbrich Stainless Steel

Universal Stainless & Alloy

USS-POSCO

Valbruna Slater Stainless
Vest

Table continued. See footnotes at end of table.
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Table OVERVIEW llI-1--Continued
Steel: U.S. producers, by products, January 2001-March 2005

“¢/" = firm produces this product or form

Flat
Certain flat-rolled steel* Long Tubular Stainless
3 2 _
5 2 3 g & . |3 &
| g8 8 5 3 f <|lz % £|s |z 3 &
Firm %) a T o o [= I O x = i o @ =
WCI Steel v v v v v
Weldbend (%4
Wellhead v
Western Forge v
Western Tube v
Wheatland Tube (%4
Wheeling-Nisshin v
Wheeling-Pittsburgh® v
Wilton Precision Steel v
Wire Industries v
Total (112) 11 12 20 21 22 4 16 12 11 32 10 7 4 9

! Includes the following toll producers: Double G Coatings, Jindal Steel, JIT Steel, National Galvanizing, Pre-Coat Metals, and
Spartan Steel Coating.

2 kkk
3 kxx
4 kxk

5 kkk

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

FINANCIAL AND INVESTMENT TRENDS

The production of most steel products included in thisinvestigation is a highly capita-intensive
undertaking. Companies require regular infusions of capital both for new equipment and for regular
maintenance and upkeep of existing capital stock. The sources of such investment traditionally have
been retained earnings, debt, and equity. All of these avenues have been constrained for more than a
decade. The market value of the stocks of steel companiesin the United States had been in decline since
1999. In 2003, however, the stocks of those steel companies that had survived the string of bankruptcies
began to increase sharply in value. Figure OVERVIEW I11-1 shows the performance of the World Steel
Dynamics (WSD) major mill and minimill stock indices, which it began tracking in 1997. Stock prices of
both groups, which are indicators of past or expected future financial performance, have increased
approximately three-fold since 2003.
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Figure OVERVIEW lII-1

World Steel Dynamics’ index of steel stock prices, U.S. major mills and U.S. minimills, monthly, January
2001-March 2005
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Note--Major mills include AK, Ispat-Inland, U.S. Steel, and WHX. Minimills currently include Bayou, Commercial
Metals, Keystone, Nucor, Oregon, Schnitzer, and Steel Dynamics.

Source: World Steel Dynamics.

Table OVERVIEW I11-2 shows the history of the ratings of the senior debt of eight representative
steel companies since 2001, as rated by Moody’s Investment Service. Thetrend of steadily declining
ratings was reversed, starting in 2003, and the unsecured debt of five of the eight companies has been
upgraded since then. Nonetheless, the senior debt’ of only three U.S. steel companiesis rated
“investment grade.”? The debt of the rest of the companiesis rated lower than investment grade or not
rated at all, limiting companies’ access to capital markets.

! Subordinated debt, such as debentures, historically has been rated lower than senior debt. Senior debt isaclass
of securities, bonds, notes, or shares that has preference in instances of company liquidation over another class.

2 The three companies are Carpenter Technology Corp., Commercial Metals Co. (CMC), and Nucor Corp. The
senior debt of U.S. Steel Corp. has not been rated investment grade following its spinoff from USX Corporation.
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Table OVERVIEW l11-2

Moody’s ratings® of senior unsecured debt of selected U.S. steel producers, 2001-05

Company

2001

2002

2003

2004

2005

AK Steel

U’BaS

‘U’Bl
9

ﬂBl

Carpenter Technology

llBaa3

Baa3
Commercial Metals ll
Baa3 Baa3
Gerdau Ameristeel Tr
Ba3 Ba3
Mittal Steel Company TT
Bal
Nucor Al
Steel Dynamics ﬂ TT
Ba3 Ba2 Ba2
United States Steel Ba2 ll TT
B1 Ba2 Ba2

llBa:%

! Moody’s ratings range from Aaa (highest) to C (lowest). Ratings of Baa and higher are considered “investment grade.” The
numerical modifiers run from 1 (highest) to 3 (lowest)

Source: Moody's Investor’s Service.

Bankruptcies

Since January 1999, 33 steel companies producing products subject to the steel safeguard
measures sought the protection of the bankruptcy courts because of their lack of resources. Nine of those
bankruptcy filings occurred after the implementation of the safeguard measures.® Most of these
companies continued to operate while they developed reorganization plans to restructure their debts, but
several were forced to liquidate their assets. Many of the companies that have declared bankruptcy are
those that invested during the 1990s with the plan of improving their capabilities. Information on U.S.
steel producers that have filed for bankruptcy since January 2001 is presented in tables FLAT 1-3, LONG
I-3, TUBULAR I-3, and STAINLESS I-3 that are presented in Part | of subsequent chapters of this report.

% Republic Engineered Products, LLC, and Rouge Industries, Inc. have declared bankruptcy since the
Commission issued its previous report to the President, Steel: Monitoring Devel opments in the Domestic Industry,
Investigation No. TA-204-9, USITC Publication 3632, September 2003.
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Mergers and Acquisitions

Since the implementation of the steel safeguard measures, there have been a number of instances
of firms acquiring the assets of bankrupt steel companies and consolidating them into larger steel
companies. This hasincluded both large integrated companies as well as large minimill companies.
Specifically, International Steel Group acquired the steelmaking assets of LTV Steel, Acme Metals,
Bethlehem Steel, Weirton Steel, and Georgetown Stedl; U.S. Steel acquired the assets of National Steel;
and Nucor acquired the assets of Trico Steel and Birmingham Steel. Nucor aso acquired Tuscaloosa
Steel from Corusin June 2004. Tuscaloosa was hot in bankruptcy.

Some of the acquisitions of U.S. steel companies have been by non-U.S. steel companies.
Severstal, alarge Russian steel company, acquired the assets of Rouge Steel. In another major merger,
not involving bankrupt entities, Ameristeel (the North American operations of Gerdau S.A. of Brazil)
merged with Co-Steel Inc. of Canadato form Gerdau Ameristeel, which operates atotal of 11 minimills
in the United States and Canada. In April 2005, International Steel Group merged with Mittal Steel
Company, a Netherlands-based company, forming the largest steel company in the world, with
steelmaking operationsin 14 countries.*

In addition to its acquisition of the domestic steel-producing assets of National Steel, U.S. Steel
has acquired steel-producing companies in Eastern Europe. In November 2000, it acquired an integrated
steel company in Slovakia, and in November 2003, it acquired an integrated steel company in Serbia.
Nucor Corp. has a strategy to grow globally through joint ventures and has established a joint venture
with CVRD, the largest Brazilian producer of iron ore, to produce pig iron in Brazil for export to Nucor
plantsin the United States.”

Information on recent steel company mergers and acquisitions is presented in tables FLAT [-4,
LONG I-4, TUBULAR I-4, and STAINLESS I-4 that are presented in Part | of subsequent chapters of
this report.

Capital Investments

The U.S. steel industry has directed much of its available capital to investments intended both to
expand total capacity and to improve product mix by expanding capacity to produce higher value-added
products. Information on recent, major capital investments of U.S. steel companiesis presented in tables
FLAT I-5, LONG I-5, TUBULAR I-5, and STAINLESS I-5 that are presented in Part | of subsequent
chapters of this report.

4 Mittal Steel Co. N.V., “Mittal Steel Company and ISG Announce Completion of Merger,” press release, April
15, 2005, found at http://www.mittal steel.com/Newst+and+Press/News+Released, retrieved June 21, 2005.

® Nucor Corp., “Investor Presentation,” found at
http://media.corporate-ir.net/media files/irol/10/107115/ppt/Annual_Meeting 2005 Final.ppt, retrieved June 22,
2005.
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CAPACITY, PRODUCTION, SHIPMENTS, AND INVENTORIES

The United States was the third-largest steel producer in the world in 2004, producing 109
million tons of raw steel (approximately 10 percent of world total raw steel output), a 6-percent increase
from the 2003 level of 103 million tons, and a 10-percent increase from the 2001 level of 99 million tons
(figure OVERVIEW 111-2). Indianaleads all statesin steel production, followed by Ohio.®

Figure OVERVIEW llI-2
Raw steel: U.S. production, capacity, and utilization rate, 2001-04
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Source: American Iron and Steel Institute.

During 2001-04, total domestic raw steel capacity’ fluctuated, although the overall trend was a
decrease from 125 million tons to 116 million tons, a reduction of approximately 7 percent (figure
OVERVIEW 111-2). In 2003, capacity increased by 7 percent to 121 million tons, while production
increased marginally (2 percent), resulting in alower capacity utilization rate of 84.9 percent compared to
2002. However, overall production increased more than did capacity in 2004, resulting in a higher
capacity utilization rate of 93.8 percent.

Production in electric-arc furnaces has mirrored the trend in total raw steel production during
2001-04 (figure OVERVIEW 111-3). Electric-arc process production has become the leading source of raw
steel production in the United States, as basic oxygen furnace method production as a share of total
production has declined from 53 percent in 2001 to 46 percent in 2004.

& American Iron and Steel Institute (AISI), Annual Statistical Report — 2003.

" AISI capability data are commonly referred to as capacity. Raw steel production capability is defined asthe
tonnage capability to produce raw steel for a sustained full order book. See AlSI, Annual Satistical Report-2003.
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Figure OVERVIEW I11-3
Raw steel: U.S. production, by process, 2001-04

120

100 — ]

80

60

Million tons

40 I

2001 2002 2003 2004

D Total production . Basic oxygen furnace
D Electric-arc furnace

Source: American Iron and Steel Institute.

During 2001-04, total net shipments® of steel-mill products as reported by AlS| increased by 13
percent, or approximately 13 million tons (figure OVERVIEW 111-4).° U.S. imports of semifinished steel,
increased by 37 percent in 2002 to peak at 8.8 million tons before reaching a nadir of 4.8 million tonsin
2003. Overall, U.S. imports of semifinished steel increased by 15 percent from 6.4 million tonsto 7.4
million tons during the period.® Imports of finished steel-mill products increased by 20 percent to 28.4
million tons during 2001-04, despite a 23-percent decline between 2002 and 2003. Between 2001 and
2004, the share of apparent U.S. consumption accounted for by finished steel imports ranged consistently
between approximately 20 and 21 percent except in 2003, when finished steel imports’ low share of
apparent consumption (less than 16 percent) coincided with a significant decrease in finished steel imports.
U.S. exports remained low relative to imports of finished steel, increasing from 6.1 million tonsin 2001 to
7.9 million tonsin 2004. The United States was a net importer of finished steel products during 2001-04.
U.S. exports as a percentage of finished steel imports peaked at approximately 45 percent in 2003 before
declining to 28 percent in 2004.

Steel inventories are held by numerous market participants, including producers, end users,
importers, and service centers. Public data on inventory holdings are available only for those inventories
held in storage at steel mills or at service centers (figure OVERVIEW 111-5). Total inventories declined by
22 percent during 2001-04, mainly due to decreasing inventories held by steel mills. Whereas inventories
held by service centers decreased slightly during 2001-04, inventories held by steel mills declined
approximately 40 percent over the same period, indicating shorter turn-around periods and greater
production to order.

8 The data shown in this figure depict general trends for the overall U.S. steel industry and are presented for
illustrative purposes.

° U.S. total net shipments increased from 99 million tonsin 2001 to 112 million tons in 2004.
10 U.S. Department of Commerce, Bureau of the Census, 2001-04, as reported by AlSI.
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Figure OVERVIEW llI-4
Steel: Total net shipments, finished imports, and import share of apparent U.S. consumption, 2001-04
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Source: American Iron and Steel Institute.

Figure OVERVIEW llI-5
Steel: U.S. inventory levels based on monthly averages, 2001-04
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Note.—Metals Service Center Institute data collection and presentation methods have been updated. Data presented
have been updated, and differ from previously published data.

Source: Metals Service Center Institute, and U.S. Department of Commerce, Current Industrial Reports, various
years.
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EMPLOYMENT AND PRODUCTIVITY

Employment for durable goods production, iron and steel mills and ferroalloy producers, and
manufacturers of steel products from purchased steel all declined during 2001-04 (table OVERVIEW I11-
3). Thevalue of durable goods production during January 2001 to March 2005, on a monthly basis,
peaked in January 2005 and was at its lowest point in December 2002.** The United Stateswasin a
recession from March 2001 to November 2001.

Table OVERVIEW l11-3
Employment: U.S. durable goods manufacturing, iron and steel mills and ferroalloy manufacturing, and
steel product manufacturing from purchased steel, 2001-04

North
American
Industry Employment
Classification
System Change
(NAICS) code Industry 2001 2002 2003 2004 2001-04
1,000 workers Number Percent
Durable goods
331-339 manufacturing 10,335 9,483 8,963 8,923 -1,412 -14
Iron and steel mills and
331-100 ferroalloy manufacturing® 122 107 102 95 -27 -22
Steel product
manufacturing from
331-200 purchased steel? 68 63 61 61 -7 -10

Note.—Calculations are made from unrounded figures.

Source: Bureau of Labor Statistics, Current Employment Statistics Survey.

Y Includes establishments primarily engaged in one or more of the following: (1) direct reduction of iron ore; (2)
manufacturing pig iron in molten or solid form; (3) converting pig iron into steel; (4) manufacturing ferroalloys; (5)
making steel; (6) making steel and manufacturing shapes (e.g., bar, plate, rod, sheet, strip, wire); and (7) making
steel and forming pipe and tube.

2 Includes establishments primarily engaged in manufacturing iron and steel tube and pipe, drawing steel wire,
and rolling or drawing shapes from purchased iron or steel.

Productivity in the U.S. durable goods manufacturing sector increased substantially during 2001-
04 (figure OVERVIEW 111-6). Theindex of output per hour in durable goods manufacturing and output
per person have increased by more than 25 percent, while unit labor costs have decreased.

™ U.S. Bureau of the Census, Manufacturers Shipments, Inventories, and Orders Historic Timeseries

Documentation (NAICS Based) found at http://mwwww.census.gov/indicator www/m3/hist/nai cshist.htm, retrieved May

23, 2005.
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Figure OVERVIEW l11-6
U.S. durable goods manufacturing: Selected productivity measures, first quarter 2001-first quarter 2005
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Source: U.S. Bureau of Labor Statistics, Major Sector Productivity and Cost Index.

The trends in average hours worked, including overtime, for production workers for durable goods
manufacturing, iron and steel mills and ferroalloy production, and steel product manufacturing from
purchased steel varied by industrial sector during 2001-04 (figure OVERVIEW 111-7). The average
weekly hours worked by production workersin iron and steel mills and ferroalloy production declined
from 43.4 hoursin 2001 to 42.6 hoursin 2003 before increasing substantially to 44.5 hours in 2004.
Workers engaged in the production of steel products made from purchased steel experienced a decreasein
average weekly hours worked during 2001-04. However, the decrease was irregular; average weekly
hours worked increased from 41.9 to 42.7 during 2001-02, decreased to 41.4 in 2003, then increased
dightly to 41.7 in 2004. Average weekly hours worked increased during 2001-04 for the durable goods
sector as awhole, rising from 40.6 hoursin 2001 to 41.3 hours in 2004. One factor that may be connected
to therelatively large increase in weekly hours for employees in the iron and steel mill and ferroalloy
industries in 2004 was the substantial increase in steel demand during this period. In 2004, steel mills
produced 109 million tons of raw steel at an average capacity utilization rate of 93.8 percent, a 6.4-percent
increase from the previous year, when mills produced 103 million tons at an average capacity utilization
rate of 84.9 percent.*?

2 Raw stedl production was 99 million tons in 2001 and 101 million tons in 2002 (American Iron and Steel
Ingtitute, AlS-7 report for 2001-04).
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Figure OVERVIEW lII-7

Average weekly hours, including overtime hours, of individual production workers: U.S. durable goods
manufacturing, iron and steel mills and ferroalloy manufacturing, and steel product manufacturing from
purchased steel, 2001-04
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D Iron and steel mills and ferroalloy manufacturing, NAICS 331110
. Steel product manufacturing from purchased steel, NAICS 331200
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Note—Iron and steel mills and ferroalloy production includes establishments primarily engaged in one or more of the
following: (1) direct reduction of iron ore; (2) manufacturing pig iron in molten or solid form; (3) converting pig iron into
steel; (4) manufacturing ferroalloys; (5) making steel; (6) making steel and manufacturing shapes (e.g., bar, plate, rod,
sheet, strip, wire); and (7) making steel and forming pipe and tube. Steel product manufacturing from purchased steel
includes establishments primarily engaged in manufacturing iron and steel tube and pipe, drawing steel wire, and
rolling or drawing shapes from purchased iron or steel.

Source: U.S. Bureau of Labor Statistics, Current Employment Statistics Survey.

Average hourly earnings of production workers in both durable goods manufacturing and the steel
industry increased continually during 2001-04 (figure OVERVIEW I11-8). Production workersin iron and
steel mills and ferroalloy production had the highest hourly earnings, followed by the steel products
production from the * purchased steel” industry. The durable goods manufacturing sector had lower
average hourly earnings than workersin the steel industry. Average hourly earnings are influenced not
only by changesin normal wage rates but also by overtime pay and occupational shifts within an industry
sector. Therefore, trends in average hourly earnings may not reflect changes in base pay.
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Figure OVERVIEW l1I-8
Average hourly earnings of production workers: Durable goods manufacturing, iron and steel mills and
ferroalloy production, and steel product manufacturing from purchased steel, 2001-04
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Note—Iron and steel mills and ferroalloy production includes establishments primarily engaged in one or more of the
following: (1) direct reduction of iron ore; (2) manufacturing pig iron in molten or solid form; (3) converting pig iron into
steel; (4) manufacturing ferroalloys; (5) making steel; (6) making steel and manufacturing shapes (e.g., bar, plate, rod,
sheet, strip, wire); and (7) making steel and forming pipe and tube. Steel product manufacturing from purchased steel
includes establishments primarily engaged in manufacturing iron and steel tube and pipe, drawing steel wire, and
rolling or drawing shapes from purchased iron or steel.

Source: U.S. Bureau of Labor Statistics, Current Employment Statistics Survey.

PENSIONS AND POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

Retirement benefits (pensions) and other post-employment benefit (OPEB) plans, which are
chiefly health, medical care, and life insurance benefits, cover specified groups of company employees and
areincluded in contractual arrangements between a company and its workers. For the domestic steel
industry, these arrangements and their associated costs and liabilities generally stem from contract
negotiations during the 1970s and 1980s, and they are considered to be among the largest legacy costs of
theindustry.® Many of the companies funded only current expenses, leaving the potential liabilities not
fully funded, or funded their pension plans only to the minimum extent they were required to do so by
Federal law, and most companies that had gone into bankruptcy proceedings (see discussion on
bankruptcies) terminated underfunded pension and OPEB plans.

Pension plans generally take one of two forms — they are either defined benefit plans or defined
contribution plans.** Under a defined benefit plan an employer agrees to provide a benefit at retirement
that isfixed by aformula. Because the benefits are defined, the employer accepts the risk associated with
changesin the variables that determine the amounts needed to meet the obligation to plan participants.
Most of these plans are based upon final pay (or sometimes average pay over the last few years of service)

13 See Table OVERVIEW 111-5, following.
14 A few companies offer a defined benefit plan supplemented by a defined contribution plan.
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and years of service. Additionally, the plans are generally noncontributory, meaning the employer bears
the entire funding burden.

Under a defined contribution plan, on the other hand, an employer agrees to make a defined
contribution to a pension plan as determined by the provisions of the plan. A good example are retirement
plans wherein employers contribute various percentages of eligible employees wages to aretirement fund.
Consequently, at retirement, plan participants will receive whatever benefits the contributions can provide.
Employer contributions are often discretionary, and typically vary with the profitability of the company.
As noted in the financial statements of many steel producers, employer contributions to such plans have
been zero for certain periods. A defined contribution plan is not guaranteed by the U.S. Government,
unlike a defined benefit plan.

Under OPEB plans employers agree to provide specified benefits (generally medical care and life
insurance) at retirement to specified retirees (and sometimes, their families). Aswith defined benefit
pension plans, employers accept the risk associated with changes in the variables that determine the
amounts needed to meet the obligation to plan participants. Also, since the plans are generally
noncontributory, employers bear the entire funding burden. There are several important differences
between pension plans and OPEBs. Compared with defined benefit pension plans, OPEBs generaly (1)
are lesswell funded; (2) include an uncapped benefit with high variability; (3) cover the retiree aswell asa
range of dependents; (4) have a benefit that is payable as needed and used; and (5) have alower
predictability of benefit utilization, which isless sure and costs of which are more difficult to predict.’
Moreover, in contrast to pension benefits, OPEBs are not insured by the PBGC, as noted earlier.

Companies that declare bankruptcy may have their defined-benefit pension plans taken over by the
Pension Benefit Guarantee Corporation (PBGC), aU.S. Government agency.’® The pension plans of 11
U.S. producers of steel subject to the steel safeguard measures that the PBGC terminated and took over
during 2000-02 were listed in table OVERVIEW I11-4 of the report issued in the Commission’ s monitoring
investigation.’” During late 2002 through 2004, the PBGC has terminated and assumed trusteeship for an
additional five plans (table OVERVIEW 111-4).%8

There are prescribed reporting requirements under generally accepted accounting principles
(GAAP) that apply to annual pension and OPEB period costs and their associated year-end liabilities.
Public companies have to adhere to certain standards of reporting current and noncurrent pension and other
benefits expenses and liabilities. The accrual accounting for pensions and OPEBs is complex, but the two
key elements are the net periodic cost or benefit (shown on the income statement) and the pension liability
(shown on the balance sheet).

5 Patrick R. Delaney et al. (eds), Wiley GAAP 2002, chap. 16, pp. 701-731.

1 The PBGC was established in 1974 by the Employee Retirement Income Security Act (ERISA) to protect
employee pension benefits when a defined-benefit pension plan is terminated because of bankruptcy or for another
reason. After aplan isterminated, PBGC becomes trustee of the pension plan only and guarantees retirement
benefits up to a certain amount (depending upon the age of the retiree and whether survivor benefits are chosen), the
amount of which may differ from the original sponsor’s plan. The PBGC does not guarantee health and welfare
benefits, severance and vacation pay, life insurance, or other non-pension or nongualified benefits.

7 Seel: Monitoring Developmentsin the Domestic Industry, Inv. No. 332-452, USITC Publication 3632,
September 2003, Vol. 1, p. Overview I11-13.

18 Companies producing steel products other than those covered by the safeguard measures and also processing
steel, or engaged in steel related activities, have also had pensions taken over by the PBGC, including LTV
Railroads, EvTac (iron ore mining), Edgewater Steel Ltd., and Freedom Forge Corp.
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Table OVERVIEW llI-4
Subject steel: Steel company pension plans taken over by the PBGC, 2003-05.

Under-
funding
Date of Date of Persons level?
PBGC bankruptcy covered? (million
takeover filing Company (number) dollars) Company status
March November WHX Corp. 9,400 143.0 | WHX reorganized August 2003,
2003 2000 (Wheeling- resulting in spin off of Wheeling-
Pittsburgh Steel and Pittsburgh Steel Corp. (WPSC)
Handy & Harmon)? and withdrawal of PBGC action
to terminate WPSC pension
plans
October May 2003 Weirton Steel 9,200 825.0 | Certain assets purchased by
2003 ISG, purchased in turn by Mittal
Group
December December Rouge Steel 5,400 124.0 | Certain assets purchased by
2003 2003 OAO Severstal
May 2004 June 2003 Slater Steel (Fort 1,100 36.0 @ Fort Wayne plant bought by
Wayne Specialty Valbruna Corp., renamed
Alloys Div.) Valbruna Slater Stainless
August September Ivaco (Atlantic Steel) 2,019 NA | Atlantic Steel closed in 1998.
2004 2003 Termination due to chapter 7
(liquidation) filing by Atlantic and
Ivaco’s bankruptcy filing.

! See hitp://www.pbgc.gov/plans for each company; http://www.pbgc.gov/news/press_releases for 2002-05; and
http://www.steelnews.com/features/steelbankruptcies.htm.

2The level of underfunding is usually greater than the PBGC’s liability for the plan because the amount the
agency may pay to retirees is subject to limitations. Also, the number of retirees is usually smaller than the number
of plan participants, which includes both retirees and active workers.

% The PBGC absorbed a claim of $495 million in 1986 when it took responsibility fo seven other Wheeling-
Pittsburgh Steel pension plans. The WHX plan was established in 1997, with the Handy and Harmon pension
merged into the plan in 1998.

Source: Pension Benefit Guaranty Corporation; company status from SteelNews.com and accompanying company
press releases.

Asin the section 201 investigation and the interim review, selected public datafor companies
generally reporting under standard industrial classification code (SIC) 3312" in the Securities and
Exchange Commission’s EDGAR database are shown in table OVERVIEW 111-5. These datainclude
sales revenue, operating income, total assets, total liabilities, annual pension and OPEB costs, and pension
and OPEB funding status. As shown in the table, while the majority of the 27 companies surveyed have
defined benefit plans,® the difference between the two groups narrowed from 2001 to 2004 as the number

19 S1C 3312 is comprised of companies whose primary functions include Steel Works, Blast Furnaces & Rolling
Mills (Coke Ovens). In addition, the data of Timken (alarge producer of, among other things, seamless steel tubing)
are included.

2 The companies offering defined benefit plans are: AK Steel, Ameristee!, Bethlehem (through 2003), Carpenter
Technology, ISPAT-Inland, Keystone (through 2003), Lone Star, National (through 2002), Oregon, Republic

Technologies (through 2002), Roanoke, Rouge (through 2002), Ryerson Tull, Sheffield (through 2001), Timken,
USS, WCI (through 2002), Weirton, and WHX. The majority of these companies are integrated steel makers.
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of companies offering these plans dwindled while the number of companies offering defined contribution

plans® remained relatively steady.

Table OVERVIEW l1I-5

Selected financial data of selected steelmakers, fiscal years 2001-04

Fiscal years
Iltem 2001 ‘ 2002 ‘ 2003 2004
Data on companies offering defined benefit plans:
Number of companies 19 ‘ 19 ‘ 14 12
Value (million dollars)

Total net commercial sales 31,155 33,857 32,446 47,338
Operating income or (loss) (2,634) (2,397) (3,889) 4,041
Total assets 35,559 35,337 29,341 36,652
Total liabilities 31,146 33,702 30,512 25,534
Post-employment pension benefits:

Net periodic cost 312 936 863 675

Amount that fund assets are less than

benefit obligation (2,893) (8,149) (6,499) (3,366)

Post-employment benefits other than pensions:

Net periodic cost 835 1,119 712 601

Amount that fund assets are less than

benefit obligation (10,449) (12,151) (8,617) (6,728)
Data on companies offering defined contribution plans:
Number of companies 8 8 7 7
Value (million dollars)

Total net commercial sales 10,293 11,141 12,591 21,808
Operating income 421 688 247 2,966
Assets 9,417 9,904 9,711 12,812
Liabilities 5,229 5,564 5,160 5,512
Periodic cost for pensions 82 106 74 319
Periodic cost for benefits other than pensions 2 10 3 2

Source: Compiled from data reported in forms 10-K filed with the U.S. Securities and Exchange Commission.

The data also highlight the differences experienced by the two groups of companies over time.
With respect to companies that offered defined benefit pension plans, the annual pension and OPEB costs,
and the amounts by which the pension and OPEB liabilities were greater than their corresponding assetsto
fund them, both increased from 2001 to 2002 and then decreased in succeeding periods. Unfortunately,
this apparent upturn in the financial health of the pension and OPEB plans was not because companies
were catching up on funding the various plans, but instead because companies with weaker plans were
going bankrupt and the PBGC was taking over their plans.

2L The companies offering defined contribution plans are: Birmingham (through 2002), CSI, Commercial Metals
(parent of Structural Metals Inc.), NS Group, Nucor, Steel Dynamics, Texas Industries, and Universal Stainless. All
of these companies produce steel in an electric arc furnace.
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In particular, Bethlehem, whose FY 2002 pension plan liabilities exceeded its pension plan assets
by $2.9 hillion in 2002, and whose OPEB plan liabilities exceeded its OPEB plan assets by $3.1 hillion,
National Steel ($1.2 billion and $1.1 billion, respectively), and Weirton ($0.5 billion and $0.4 billion,
respectively), were not in operation in 2004. Thus, the bankruptcy of these three companies combined
removed $4.6 billion of the $8.1 billion shortfall in defined benefit pension plan assets and $4.6 billion of
the $12.2 billion shortfall in OPEB plan assetsin 2002. In asimilar vein, the decrease in periodic pension
expense’”? and OPEB expense from 2002 to 2004 is attributable to the exit of these three companies from
the industry.

Despite the removal of three of the most seriously underfunded plans from the industry, defined
benefit pension plans and OPEB plansin total remain quite underfunded. Table OVERVIEW I11-5
contains the data of the nine companies offering defined benefit contribution plans and OPEB plans that
have operated continuously from 2001 to 2004. Despite the recovery that the steel industry generally
experienced in 2004, the gap by which pension plan liabilities exceeded pension plan assets expanded for
each of the nine companies, and increased in total by $3.4 billion from 2001 to 2004. Likewise, the gap by
which OPEB plan liabilities exceeded OPEB plan assets expanded for each of the nine companies, and
increased in total by $1.5 billion from 2001 to 2004. Thus, the situation remains bleak.

With regard to companies providing defined contribution pension plans, the expense for such
plans fluctuated within arelatively narrow band from 2001 to 2003 before increasing markedly in 2004.
Most ($163 million) of the large ($255 million) increase in 2004 is attributable to Nucor, a company whose
operating profitsincreased from $104 million in 2003 to $1.8 billion in 2004. As noted earlier, the
contribution amount for many defined contribution pension plans varies with the profitability of the
company.

As expected, the costs for defined benefit pension plans and OPEB plans are in excess of those for
defined contribution plans. Datain table OVERVIEW 111-5 indicate annual costs for defined benefit
pension plans and OPEB plans combined ranged from a high of 6.0 percent of the producers’ operating
costs in 2002 to alow of 2.9 percent in 2004, while annual costs for defined contribution pension plans
ranged from a high of 1.7 percent (in 2004) to alow of 0.6 percent (in 2003) of such costs.

RECENT COLLECTIVE BARGAINING AGREEMENTS AND RELATED ACTIVITIES

The principal union representing steelworkers in the United States is the United Steelworkers of
America (USWA).%? The International Union, United Automobile, Aerospace and Agricultural Implement
Workers of America, and several independent unions, such as the Independent Steelworkers Union,
represent fewer workersin the steel industries subject to the safeguard measures. Since March 2000, most
labor agreements have been made by USWA.

In September 2002, at its Basic Steel Industry Conference (BSIC), the USWA adopted a new set
of principlesto secure labor agreements that, according to the USWA, would save jobsin the steel industry
and maintain or enhance living standards of its members and retirees while aiding U.S. steel producers to

22 Pension expense in defined benefit plansis not simply the amount by which the company currently fundsits
plan obligations but is instead an involved cal culation which takes into account many factors, such as the number of
employees and their earnings, actuarial assumptions, interest rates, expected return on plan assets, plan amendments,
employer contributions, distributions, and gains and losses that result from experience being different from that
assumed. On the other hand, the pension expense for defined contribution plans (which often take the form of
401(k) plans) is straightforward: the net current cost under a defined contribution plan is the company’s actual
payment.

% The USWA and the Paper, Allied-Industrial, Chemical and Energy Workers International Union (PACE)
merged in April 2005. The new union will be called the United Steel, Paper and Forestry, Rubber, Manufacturing,
Energy, Allied Industrial and Service Workers International Union. See USWA press release, “ PACE Members
Vote to Merge with Steelworkers Union,” April 12, 2005, found at http://www.uswa.org, retrieved June 15, 2005.
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recover from bankruptcy and become successful.?* The BSIC bargaining principles included: (1) company
pursuit of financia viability; (2) streamlined and simplified operating procedures, with fewer supervisors,
protected worker seniority, and safety; (3) preservation of existing levels of wages and benefits; (4)
preservation of pension benefits; (5) a greater role by the USWA in company activities; (6) profit sharing;
(7) obligations by the companies to make appropriate capital expenditures and restrictions on company
owner and executive compensation at the expense of workers; and, (8) medical care for retireesto the
extent possible.”

Because the USWA pursues a “pattern bargaining” approach,® the BSIC principles were the basis
of agreements that were concluded in 2003 with 1SG,%” U.S. Steel, and Wheeling-Pittsburgh Steel. In
January 2003, an agreement was reached between USWA workers and | SG, which had purchased the
assets of LTV and proposed buying other steel companies in bankruptcy. The plan provides for a benefit
trust to provide for funding of health-care for retirees of predecessor companies.® That agreement allows
for a substantial reduction in employee and retiree healthcare expenses through a variable cost sharing
mechanism, and provides for early retirement incentives. The contract also provides for profit sharing
from substantial productivity gains.

A similar labor contract was ratified in May 2003 between USWA workers, U.S. Steel, and
National Steel, covering the combined operations of both companies.”® In June 2003, the USWA ratified
an agreement with 1SG for steelworkers at the former Bethlehem Steel facilities. The agreement, which
expiresin September 2008, includes provisions for pension benefits under a defined benefit plan and a
fund to provide health care for retirees of Bethlehem Steel, together with profit-sharing and labor
productivity arrangements.* In July 2003, the USWA approved a 5-year agreement with Wheeling-
Pittsburgh Steel.®* The agreement satisfied one of several conditions set by the Emergency Loan
Guarantee Board for a U.S. government |oan guarantee for the company, and was one reason that
Wheeling-Pittsburgh Steel successfully emerged from bankruptcy in August 2003. The agreement

2 USWA, pressrelease, “USWA Launches New Bargaining Initiatives Aimed At Saving Steel Jobs and Securing
Member and Retiree Living Standards,” September 20, 2002, found at
http://www.uswa.org/uswal/program/adminlinks/docs//PR_09-20-

02 USWA Launches New Bargaining Initiatives.pdf, retrieved June 15, 2005.

% USWA, Basic Steel Industry Conference brochure, found at
http://www.uswa.org/uswal/program/adminlinks/docs//BSI C-brochure.pdf, retrieved June 15, 2005.

% Pattern bargaining is used by unions to obtain similar labor agreements covering its members within an
industry.

2" |n December 2004, Ispat International N.V. (parent company of Ispat Inland) acquired LNM Holdings, creating
Mittal Steel Co. In April 2005, Mittal Steel Co. N.V. acquired 1SG.

% The benefit trust (1SG Voluntary Employees Beneficiary Association (ISG VEBA)) is funded by 1SG for
benefits to be determined by 1SG and the USWA. See USWA press releases, “ Steelworkers' Tentative Agreement
with 1SG Will Fund Health-Care Relief for LTV, Acme Retirees,” January 29, 2003, and “ Steelworkers Contract
with International Steel Group (ISG) Ratified,” February 8, 2003, found at http://www.uswa.com, retrieved June 15,
2005.

2 U.S. Steel Corp., pressrelease, “U.S. Steel and USWA Reach Progressive New L abor Agreement for U.S.
Steel and National Steel Represented Facilities,” April 9, 2003, found at http://www.ussteel.com, and USWA press
release, “USWA: Ratification of USS-National Agreement ‘ Another Milestone in Industry Consolidation’,” May
19, 2003, found at http://www.uswa.com, retrieved June 15, 2005. U.S. Steel acquired the assets of National Steel in
May 2003 after National Steel filed for Chapter 11 bankruptcy protection in March 2002.

% USWA, press release, “ Steelworkers at Former Bethlehem Facilities Overwhelmingly Ratify Agreement with
New Owners, International Steel Group (1SG),” June 16, 2003, found at http://www.uswa.com, retrieved June 15,
2005.

L USWA, Summary: Proposed Agreement Between Wheeling-Pittsburgh Steel and the United Steelworkers of
America, July 2003, found at http://www.uswa.com, retrieved June 15, 2005.
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includes provisions for employee profit sharing and to allow workers with 30 years of service to retire with
full pensions before age 62.%

In January 2004 (after negotiations which began in 2002), the USWA and three facilities of North
Star approved agreements which expired in March 2005. For two of the facilities, the agreements
maintained health coverage for current retirees and established a voluntary employee benefit association
(VEBA) trust to offset the costs of medical benefits for future retirees. At the third location, the company
agreed to continue to provide retiree insurance for eligible employees. The three North Star mills were
acquired by Gerdau Ameristeel in November 2004. Negotiations are ongoing and workers are still
working under the terms of the old contract.*® An agreement between the USWA and |SG, covering the
former Georgetown Steel facility, was ratified in May 2004. This agreement was similar to the earlier
agreements between the USWA and 1SG.*

The USWA ratified an agreement with WCI Steel, Inc., on July 16, 2004. The agreement will
become effective when WCI emerges from bankruptcy as a reorganized company and will expire
November 1, 2008.%

USS-Posco and the USWA approved an agreement in August 2004 in which the USWA
negotiated small pay increases but made concessions in the areas of health care benefits and work rules.®

On January 7, 2005, the USWA announced that, beginning March 1, 2005, the ISG VEBA will
finance a prescription drug plan for retirees who lost health care benefits when LTV, Bethlehem Stedl,
Acme Metals, and Georgetown Steel went into bankruptcy.*

Negotiations for a new agreement (the old agreement expired in July 2004) are ongoing between
the USWA and the former Ispat Inland, Inc. (now part of Mittal Steel Co. N.V.). The new agreement is
reportedly expected to be similar to the agreements ratified between 1SG and the USWA in 2003.%

There have been instances of labor strife involving the USWA between 2001 and 2005. In April
2003, an estimated 470 members of the USWA local 1660 struck Wheatland' s pipe mill in Wheatland, PA,
following the expiration of their contract. Reportedly, the primary points of contention involved health
care benefits, pensions, and wages. Between April and September 2003, Wheatland reportedly supplied
customers from its other tubular operations, including the recently acquired Sawhill facility in Sharon, PA.
The USWA ratified athree-year contract with Wheatland Tube Co. on September 30, 2003, ending its
strike. In the new agreement, new workers are provided with a 401(k) retirement plan instead of a defined
benefit plan.*

# 1bid.

3 USWA, press releases, “ Steelworkers Ratify North Star Contracts,” January 13, 2004, and “ Gerdau Ameristeel
Killed Trust ‘in cold blood,” Steelworkers Charge at Beaumont ‘ Funeral’,” June 3, 2005, found at
http://www.uswa.com, retrieved June 21, 2005.

% |SG’sform 2004 10-K filing with the U.S. Securities and Exchange Commission, found at www.intlsteel.com,
retrieved June 15, 2005.

¥ WCI Sted, Inc., press release, “USWA Ratifies Labor Contract with WCI Steel, Inc.,” July 16, 2004, found at
www.wecisteel.com, retrieved June 21, 2005.

% Frank Haflich, “USS-Posco Workers Approve 4-Y ear Contract,” American Metal Market, August 20, 2004,
found at www.amm.com, retrieved June 21, 2005.

ST USWA, pressrelease, “ New Health Benefit for Union Retirees of Bethlehem, LTV, Acme Metals,
Georgetown Steel Begins March 1,” January 7, 2005, found at http://www.uswa.com, retrieved June 21, 2005.

% Andrea Holleck, “ Steel negotiations continue: USW and Mittal USA Indiana Harbor East Still Working on
New Labor Agreement,” Northwest Indiana News, June 8, 2005, found at
http://nwiti mes.com/arti cles/2005/06/08/busi ness/busi ness/6f8101fc700e42ca86257019007949d5.txt, retrieved June
15, 2005.

¥ Information on the strike at Wheatland was compiled from the following sources (found at www.amm.com):
“Union workers walk off job at Wheatland Tube” in AMM.com - Steel News - April 29, 2003; “‘Bad faith’ trips
(continued...)
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In March 2004, the USWA and Oregon Steel Mills, Inc., approved a contract covering the Pueblo,
CO facility of Oregon Steel. The agreement ended a strike of more than six years, the longest in the
USWA'’s history.* During the period, the plant was operated with temporary, nonunion workers.*

On May 26, 2005, operations were halted at the Beaumont, TX, facility of Gerdau Ameristeel
Corp. until an agreement with the USWA isreached. Gerdau management ceased operations at its
Beaumont, TX, mill in “an effort to encourage the United Steelworkers of America (USWA) labor union
to act on the company’s ‘last, best and final’ agreement offer presented to the union committee on May 9,
2005.”% The USWA alleges that “ management attempted to short-circuit negotiations for a new labor
agreement at Beaumont by abruptly locking out the mill’s unionized work force on May 26.”* The
USWA has since submitted a new proposal to the company which includes a*“new health care plan” and
reportedly union officials are optimistic that an agreement can be reached if the company accepts the new
health care proposal .*

TRADE ADJUSTMENT ASSISTANCE FOR WORKERS

U.S. workers who lose their jobs or whose hours of work and wages are reduced as a result of
increased imports may seek assistance under the Trade Adjustment Assistance (TAA) program established
under the Trade Act of 1974.* The TAA program provides for (1) training services for employment in
another job or career; (2) income support; (3) job search allowances; and/or (4) relocation allowances.
Workers certified by the TAA program may receive up to 104 weeks of approved training services, which
are provided by certified state agencies. Income support, known as trade readjustment allowances (TRA),
are weekly cash payments available for 52 weeks after aworker’s unemployment compensation benefit is
exhausted and during which aworker is participating in an approved full-time training program. Asa
result, aworker may receive income support for atotal of 78 weeks: 26 weeks of unemployment
compensation and 52 weeks of TRA.*

In 1994, aNAFTA-TAA program was established to assist workers that were affected by the
North American Free Trade Agreement. In August 2002, the Trade Adjustment Assistance Reform Act of
2002 was signed into law and re-authorized the TAA program through September 30, 2008.*” Under the

% (...continued)
contract talks at Wheatland Tube” in AMM.com - Steel News - August 7, 2003; “ Showdown looms on Wheatland
Tube final offer” in AMM.com - Steel News - September 8, 2003; “ Union negotiators approve latest Wheatland
offer” in AMM.com - Steel News - September 25, 2003; “ Changes alow Wheatland to better contract offer” in
AMM.com - Steel News - September 26, 2003; and “Wheatland Tube workers ratify deal, end strike” in AMM.com
- Steel News - September 29, 2003.

O USWA, press release, “Pueblo Steelworkers Overwhelmingly Approve Settlement with Oregon Steel,” March
12, 2004, found at http://www.uswa.org/uswa/program/content/1056.php, retrieved June 21, 2005.

“! Frank Haflich, “Oregon, USW End Lengthy Labor Dispute,” American Metal Market, March 16, 2004, found
at www.amm.com, retrieved June 21, 2005.

42 Gerdau Ameristeel Corp., press release, “Gerdau Ameristeel Halts Operations at Beaumont Steel Mill
Pending Labor Agreement,” May 26, 2005, found at http://www.gerdauameristeel.com, retrieved June 21, 2005.

“ USWA, press release, “Gerdau Ameristeel Killed Trust ‘in cold blood,” Steelworkers Charge at Beaumont
‘Funerd’,” June 3, 2005, found at http://www.uswa.com, retrieved June 21, 2005.

4 Jim Leonard, “USW tone on Ameristeel talks turns upbeat,” American Metal Market, August 15, 2005, found
at www.amm.com, retrieved August 17, 2005.

%19 U.S.C. 2271 et. seq., P.L. 93-618, as amended.

4 See U.S. Department of Labor (DOL), Employment and Training Administration (ETA), “ Trade Adjustment
Assistance,” found at http://www.doleta.gov/programs/factsht/taa.htm, retrieved June 14, 2005.

4" See Public Law 107-210, 116 Stat. 935, August 6, 2002.
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Act, the NAFTA-TAA program was repealed and consolidated into the TAA program. The Act also
increased benefit levels and provided tax credits for health insurance coverage assistance, aswell as
improved the timeliness for the receipt of benefits and training. Further, under the Act, the Alternative
Trade Adjustment Assistance (ATAA) program for older workers was created to provide a wage subsidy
for eligible persons over age 50 to assist in bridging the salary gap between old and new employment.*®
Coverage of the TAA program was expanded to include affected secondary workers, such asthosein
downstream producing companies performing value-added production processes or of suppliers of
component parts to an affected company.

According to datafrom the U.S. Department of Labor, Employment and Training Administration
(ETA), for the U.S. steel industry overall,* the number of petitions for TAA relief (excluding NAFTA-
TAA petitions), certified and denied, were high during 2001-03 before decreasing in 2004, as shown in the
following tabulation:

Year Certified Denied
2001 55 26
2002 66 25
2003 57 35
2004 30 12

Since each petition is for workers at a particular location, there may be a number of petitions
related to a company that has multiple locations with affected workers. For example, during 2004, there
were 11 petitions filed by workers of U.S. Steel Corp. and 4 from J& L Specialty Steel, LLC.

Since April 2000, for the steel industry, there were 47 petitions under NAFTA-TAA, resulting in
17 certifications and 29 denials (the investigation of one petition was terminated before a determination
was made). Twelve certifications were made before the implementation of the steel safeguard measures
and five certifications since. Petitions were filed by workers, companies employing the workers, or
unions, including the United Steelworkers of America® Data on the number of persons associated with
these certifications are not available asthe ETA does not provide those data to the public.

PRICING

Publically available pricing series for steel products are available only for alimited number of
steel products (figure OVERVIEW 111-9, figure OVERVIEW 111-10, and figure OVERVIEW 111-11). The
data are based on information collected from purchasing managers and represent average transaction prices
for the product.

“ See DOL, ETA, “Trade Adjustment Assistance Reform Act of 2002,” found at
http://www.dol eta.gov/tradeact/2002act_index.cfm, retrieved June 14, 2005.

49 Data are from U.S. Department of Labor, Employment and Training Administration, Trade Act Programs:
Petition Determinations, found at http://www.dol eta.gov/tradeact/determinations.cfm, retrieved June 14, 2005, for
Standard Industrial Classification industries: 3312, Steel Works, Blast Furnaces (Including Coke Ovens), and
Rolling Mills; 3315, Steel Wiredrawing and Steel Nails and Spikes; 3316, Cold-Rolled Steel Sheet, Strip, and Bars,
and 3317, Sted Pipe and Tubes.

% As noted previously, the USWA and the Paper, Allied-Industrial, Chemical and Energy Workers International
Union (PACE) merged in April 2005.
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Figure OVERVIEW l11-9
Flat-rolled carbon steel: Transaction prices, monthly, January 2001-March 2005
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Figure OVERVIEW l1I-10
Carbon steel long products: Transaction prices, monthly, January 2001-March 2005
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Figure OVERVIEW llI-11
Carbon ERW welded pipe: Transaction prices, monthly, January 2001-March 2005
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DISTRIBUTION TRENDS
Importers and Channels of Distribution

U.S. steel production is either internally consumed by steel producers or their subsidiaries, or sold
to converters, processors,> distributors, service centers,* or end users. Some U.S. companies will convert
purchased steel, such as hot-rolled or cold-rolled steel, into other steel mill products, such as corrosion-
resistant steel or pipe and tube. Stainless steel bar has another layer of distribution, “master distributors,”
which purchase primarily from U.S. importers, because of their affiliations with foreign mills, and resell
principally to regional service centers and not directly to end users.

Reported U.S. shipments to stedl service centers and distributors accounted for 26.4 percent of
total net U.S. shipments of steel mill products based on tonnage in 1999 and 22.6 percent in 2004.% In
contrast, steel for converting or processing accounted for 6.5 percent of net U.S. shipments of steel mill

*! Processors fill amarket niche that exists between the primary steel producers and end-users, performing various
value-added operations. Intermediate processing operations include a variety of activities, such as dlitting,
cutting-to-length, pickling and oiling, edge trimming, leveling, painting, blanking, and so forth. Processors may
either purchase the steel, process and then resell it, or perform these services for afee (atoll) and not take title to the
steel being processed.

%2 U.S. service centers serve as distributors and processors not only of steel, but of other metals, such as
aluminum, copper, bronze, and brass. Many service centers maintain extensive inventories of avariety of steel
products which they own and resell, thus providing availability and inventory management services for customers of
al sizes, including those with smaller purchasing needs that must place low-volume orders. Increasingly, service
centers perform a wide range of value-added processing, such as uncoiling, flattening, and cutting products to length,
for their customers. Service centers aso provide customers with quick turn-around on order deliveries and maintain
inventories, thus avoiding the need for customersto do so. Finally, since service centers buy large volumes of steel
they can use their buying power to buy steel more cheaply than asmall customer.

3 AISI, Annual Statistical Report, 2004, table 11, “Net Shipments of Steel Mill Products by Market
Classifications, All Grades,” pp. 30-31. During 1999-2004, between 9.7 percent and 33.4 percent of net shipments
were classified by AlSI as nonclassified shipments, and it is possible that some of these shipments were to steel
service centers and distributors.
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productsin 2004. Including U.S. imports, steel service centers distribute over one-half of certain steel
products consumed in the United States, such as major carbon and stainless steel products.> In many
product areas, the majority of U.S. imports are shipped to distributors, processors, or service centers, as
opposed to end users, including original equipment manufacturers (OEMs).>

U.S. steel producers generally do not own, and are not financially linked to, processors or service
centers.>® U.S. Steel Corp.’s Straightline Source, an online company started in October 2001 to competein
e-commerce and distribution, ceased operations in December 2003 after 1osing more than $100 million in
less than two years.>” Only two U.S. steel companies, Carpenter Technology Corp. and Crucible Materials
Corp., producers of stainless steel, speciaty alloys, and other metals, own U.S. service centers. In
contrast, foreign steel producers, particularly those in Europe, tend to control a greater share of service
centers and other channels of distribution in their home markets.® Thereisaso a significant European,
South African, and Canadian foreign ownership presence in the U.S. service center industry. These firms
are among the largest service centersin the United States.>®

The U.S. metals distribution industry, including steel service centers, consists of approximately
1,300 companies operating at more than 3,500 locations.* Competitive and financial difficulties among
integrated steel mill producers encouraged many service centers to service this customer base through

% Steel Service Center Ingtitute (SSCI), “ Statement of The Steel Service Center Ingtitute Before The
Congressional Steel Caucus,” March 21, 2001, found at Internet address http://www.ssci.org/final_causcus.adp.,
retrieved August 15, 2001.

% Based upon review of numerous Commission antidumping and countervailing duty investigation reports.

% SSCl, “ Statement of Robert J. Carragher on Behalf of the Steel Service Center I nstitute before the Organization
for Economic Co-Operation and Development,” Paris, France, November 30, 2000, found at Internet address
http: //mwww.ssci.org/oecd_statement.adp, retrieved August 16, 2001.

% U.S. Stedl Corp., the largest U.S. steelmaker, launched Straightline Source in October 2001, stating that
Straightline was the “first steel distribution business created to serve customers of all sizes who do not typically buy
directly from stedl producers.” Straightline Sourceis an e-business (i.e., an electronic business based around the
Internet) that provides customers with processed steel through the processing capacity of anetwork of qualified
partners (such as processors and steel service centers), with transportation to the customer managed by athird party
logistics company. Initially, Straightline Source speciaized in providing carbon flat-rolled steel. The company
began its business regionally, and by the end of 2002, provided service to more than 700 customers in 34 states east
of the Rocky Mountains. In 2003, Straightline had planned to provide service in the western United States and also
to expand its product offerings to include galvalume, galvaneal, and aluminized products. See Tom Balcerek,
American Metal Market, “U.S. Steel may pull plug on Straightline,” May 1, 2003, found at http://www.amm.
com/news-2003-05-01  01-20-00.html,” retrieved June 20, 2005.

% Tom Stundza, Purchasing Magazine Online, “Top 100 Metals Service Centers,” May 5, 2005, found at
http://www.purchasing.com/index.asp? ayout=articlePrint& articlel D=CA527336, retrieved May 12, 2005.

% For example, Thyssen Inc. (North America), wholly owned by Thyssen Krupp AG of Germany, ranks third,
with sales of $2.2 billion (including products and services other than steel or steel-related) in 2004, among the top
100 metal service centersin the United States and several European steel producers either operate service centers or
have U.S. service centers as subsidiaries. These include twelfth-ranked PNA Group Inc. with sales of $1.21 billion
in 2004, which is owned by Preussag AG of Germany and thirteenth-ranked Namasco Corp., with sales of $1.08
billion in 2004, which is owned by Klockner AG of Germany. ARBED Americas, Inc., owned by Arbed Group of
Luxembourg, owns severa distributors and fabricators of steel products.

Ninth-ranked MacSteel Service Centers USA, with sales of $1.5 billion in 2004, is owned by MacSteel
Holdings of South Africa, aglobal metals trader and distributor. Canadian service center firms have invested in
numerous facilities in the United States. For example, Samuel, Son & Co. ranked sixth with sales of $1.83 hillion in
2004, has 37 service centersin the United States, as well as a steel processing facility. See Tom Stundza,
Purchasing Magazine Online, “Top 100 Metals Service Centers,” May 5, 2005, found at
http://www.purchasing.com/index.asp?ayout=articlePrint& articlel D=CA 527336, retrieved May 12, 2005.

® Tom Stundza, Purchasing Magazine Online, “ Suppliers must boost service to buyers,” May 1, 2003, found at
http://www.manufacturing.net/pur, retrieved June 3, 2003.
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acquisitions or construction of new facilities to expand into geographical markets where service centers did
not have a presence, to enhance their ability to service national accounts, to broaden fabrication and
processing capacity, or to expand their product line.

Growth in the service center industry has been driven by the requirements of the manufacturing
industry for further processing of metals prior to the production of parts and components. Thistrend has
aso resulted in an expanding toll/contract processor industry, thereby eliminating processing operations at
some OEMs. However, the service center customer base has also been consolidating, resulting in
consolidation among service centers themselves. In late 2001 and 2002, a major service center entered and
exited bankruptcy and a leading service center was formed out of the merger of two companies.®* In 2003,
Ryerson Tull, the largest U.S. steel service center, purchased another large service center, J&F Steel. In
2004, Ryerson Tull acquired Integris Metals, the fourth largest service center.®® In other merger
developments, Esmark, ranked 25" in service center sales in 2004, bought Sun Steel and Century Steel,
leading Midwest service centers, and in 2005 Esmark acquired U.S. Metals & Supply and TriWestern
Metals.®

Importers of steel tend to be the foreign steel companies or their steel trading subsidiaries,
Japanese trading companies, international metals trading companies, U.S. service centers, U.S. steel
producers, or U.S. end users. The volume of imports shipped to distributors, service centers, and end users
varies greatly by type of product (e.g., carbon versus stainless, flat-rolled versus long products); the
degree of value-added (such as hot-rolled versus corrosion-resistant steel); the market (OEM or
replacement); and the supplier country.®

E-COMMERCE
The nature of the role of e-commerce in the steel industry has changed considerably over the past

several years.® Asoriginally conceived by some in the steel industry, business-to-business E-commerce
would affect the entire nature of the steel industry, from the procurement of raw materials to the

® Prior to the implementation of the steel safeguard measures, Metals USA, which ranked fourth among North
American service centers in 2000 with sales of $2.1 hillion, filed for bankruptcy in November 2001 because of high
debt due to acquisitions made prior to 2000 and declinesin U.S. steel consumption and steel prices. See Metals
USA, Inc., SEC Form 10-K, for fiscal year ending December 31, 2002, filed March 28, 2003, found at
http://www.sec.qov, retrieved June 4, 2003. After the implementation of the steel safeguard measures, Metals USA
sold some assets and emerged from bankruptcy in October 2002. Integris Metals, which ranked fourth among North
American service centersin 2002 with sales of $1.5 hillion, was formed in November 2001, when Alcoa, alarge
U.S. auminum producer, merged its subsidiary Reynolds Aluminum Supply Co., with BHP Billiton’s Vincent Metal
Goods and Atlas Ideal Metals. Alcoa and BHP Billiton each own 50 percent of Integris. The company employs
approximately 3,000 personsin 60 locations in the United States and Canada. Integris supplies aluminum, stainless
stedl, alloy steel, brass/copper, building products, carbon steel, and nickel aloys. See Integris Metals, Fact Sheet,
found at http://www.integrismetals.com/i_fact.html, retrieved January 24, 2003. In August 2003, Russel Metals Inc.
of Canada, purchased Leroux Steel Inc., also of Canada, to form alarge service center company in North America,
with U.S. salesin 2003 of $1.1 hillion. Aside from locationsin Canada, Russel Metals currently has 4 service center
locations in the United States (Russel Metals website, found at http://www.russel metals.com/english/ service/

index.html, retrieved June 21, 2005).

62 Tom Stundza, “Buyers are really cranky,” Purchasing Magazine, May 5, 2005, found at
http://www.purchasing.com/article/ CA527574.html ?text=tom+stundza, retrieved June 21, 2005.

% 1bid.

® For example, in 2001, amajority of subject imports of cold-rolled steel were to distributors, processors, and
service centers. See Cold-Rolled Steel Products From Argentina, Belgium, Brazil, France, Germany, Korea, the
Netherlands, New Zealand, Russia, South Africa, Spain, Taiwan, Turkey, and Venezuela, investigations Nos. 701-
TA-423-425 (Final) and 701-TA-964, 966-970, 973-978, 980, and 982-983 (Final), USITC Publication 3551,
November 2002, p. 8.

& See previous section for adiscussion of U.S. Steel Corp.’s Straightline Source involvement in E-commerce.
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production of steel and to the selling of finished steel products, through operation of a public exchange for
steel products.®® The primary benefit promised by the creation of such an electronic network, featuring
auctions and reverse auctions of steel products, was cost reduction resulting from price transparency and
reductions of inventories. Allowing information on pricing to be determined on a public site, rather thanin
secret by steel trading intermediaries such as trading companies and brokers would lead to reduced price
volatility and lower transaction costs related to the buying and selling of steel. Inventories would be
reduced as steel suppliers established electronic links between their production systems and their
customers. In addition to lowered costs and reduced inventories, creation of a public exchange promised
to expand the universe of potential customers by allowing information on steel to be made availablein a
public forum.

In actual practice, e-commerce in steel has evolved somewhat differently from the original
model.®” Some of the reasons advanced by steel producers for the limited success, thus far, of public steel
exchange web sitesinclude:®

. apublic exchange is often not appropriate for an engineered product such as steel, which
must be processed to achieve certain physical properties required to meet a particular
specification;

. steel producers have been largely reluctant to participate in public steel exchanges because

they feel that such exchanges tend to favor buyers of steel at the expense of sellers as
sellers are encouraged to compete against each other to satisfy a bid;

. unlike other markets where potential customers for a product appear to be unlimited, the
number of participantsin the relevant steel markets tends to be small and most suppliers
are already aware of the entire universe of possible users of the product; and

. the steel industry has thus far appeared unwilling to accept the transaction fees associated
with public exchange sales.

6 Scott Robertson, “Key Role Seen for E-commerce in Steel,” American Metal Market, March 22, 2000, at
http://www.amm.com/SUSCRI B/2000/M ar/special/0322-1.htm.

¢ By the end of 2001, a number of the original public steel trading exchanges had ceased operations while other
public exchange companies, including E-Steel, Core Markets, and Metal Suppliers Online, had decided to
supplement the public exchange side of their business by designing E-Commerce supply management platforms for
steel companies.

® This section is based on information presented in the Commission’s original safeguard and monitoring
investigations, and has been updated to reflect changes since publication of the reportsin those investigations. See,
Sed, Inv. No. TA-201-73, USITC Publication 3479, December 2001 and Steel: Monitoring Developmentsin the
Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September 2003.
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Prior to the implementation of the safeguards, two major public on-line exchanges were created.

In May 2001, Global Steel Exchange (GSX)® began operations and sold its 1 millionth metric ton of steel
by September of that year.”® GSX differed from earlier attempts at public steel exchangesin that it
targeted the international, rather than aregional or national, market for steel.

In the fourth quarter of 2000, Enron Corp. began buying and selling hot-rolled and cold-rolled
carbon steel and some galvanized steel products using an on-line bid and offer process.”* In Enron’s steel
trading operations, domestic steel mills accounted for less than 50 percent of Enron’ s purchases with much
of the remaining steel coming from service centers with excessinventories. Unlike earlier attempts at
establishing an on-line exchange of steel, Enron acted as a principal in the transaction, buying steel for its
own account, providing storage in various company-owned regional warehouses, selling the steel to
customers, and profiting from the spread between the two prices. In addition to trading physical stedl,
Enron also bought and sold steel financial futures contracts on-line, allowing producers and customers to
hedge against the risks of steel price volatility through the trading of financial futures contracts.”” Enron’s
involvement in on-line steel trading ended when the company filed for bankruptcy protection in December
2001.

After the implementation of the steel safeguard measures, in May 2002, GSX decided to closeits
operations after failing to agree on an arrangement for continued funding from its founding members. In
July 2002 Management Science Associates, Inc. (MSA), the parent of Metal Site, purchased the assets of
GSX in order to apply GSX technology and client liststo help set up its version of a public steel exchange-
-a request-for-quote (RFQ) system to enable users to create and post RFQs reflecting their steel needs.”

The Growth of Private Marketplace Exchanges

Dueto ageneral lack of satisfaction with public marketplace exchanges, the trend in the steel
industry in recent years has been moving to the creation of private steel exchanges on company web sites
as many of the major integrated and nonintegrated U.S. steel companies have established, or are in the
process of establishing such exchanges. An on-line private exchange differs significantly from a public
exchangein that a private exchange is maintained by a single company with a select group of suppliers and
customers that are regulated by the owner of the exchange. In addition, private exchanges can be tailored
to serve specific projects and customers, unlike public exchanges, which are generic in naturein

® The four founding members of GSX were Cargill Steel (U.S.), Duferco (Switzerland), Samsung (S. Korea), and
TradeArbed (Luxembourg). GSX traded more than 50 steel products, ranging from raw products to finished steel.

™ American Metal Market, “GSX E-Site Logs Sale of 1 Millionth Tonne,” September 18, 2001, p. 3.

™ The effort by Enron was considered important by steel observers due to Enron’ s past success in trading other
non-steel commodities and its perceived financia strength at the time as it built upon EnronOnline, an electronic
transaction platform offering real-time pricing information for approximately 850 commodities that began in
November 1999. Commoditiesinitially traded on EnronOnline included el ectricity, natural gas, coal, pulp and
paper, clean air credits, bandwidth, weather and credit derivatives, petrochemicals and plastics, and oil and refined
products.

2 According to Enron Corp., the advantages of its electronic trading platform were improved price transparency
and competition, increased liquidity, management of price volatility, increased transaction efficiency and reduced
transaction costs, and convenience. See, Steel, Inv. No. TA-201-73, USITC Publication 3479, December 2001 and
Seel: Monitoring Developments in the Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September
2003.

® MSA’s RFQ system supplements its other businesses, including the creation of supply management software
systems for steel companies. See “MSA Buys Assets of Global Steel Exchange,” MSA Metal Site website, retrieved
May 29, 2003, at http://www.metalsite.net/metalsite_is/Press room/article.cfm?=240.
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order to accommodate all users.” As presently constituted, private exchanges permit customersto enter
orders, check order status, obtain chemical analysisinformation, and acquire information on delivery of
the product, thereby eliminating or reducing many of the costs associated with the administration of these
functions. Material typically istraded through a bidding process. A customer will bid on material listed
on the exchange and is notified through the exchange if it has been awarded the material. The customer
can then submit a purchase order viae-mail or facsimile. In recent years, steelmakers have expanded their
use of their private marketplace exchanges to include trade with their supplier base, particularly outside
processors who finish steel, and logistics information regarding delivery of raw materials to the plant.”

A principal advantage of a private exchange, such as those conducted by the major integrated U.S.
steel producers, isthat it does not force participants to give up sensitive information, in particular,
information on prices, to competitors or to suppliers serving those competitors, while the earlier public
exchanges, including GSX and E-Steel, encountered resistance because they required the public sharing of
priceinformation. By encouraging suppliers and customers to exchange information on a secure site, a
private exchange gives suppliers a more accurate picture of customer needs, allowing manufacturersto
tailor production cycles to better match customer demand requirements, resulting in reduced inventories,
better management of distribution channels, and reduced transaction time and costs. Another advantage of
aprivate electronic exchange is that it permits aggregation of transactions when a customer orders a
variety of products from a company with multiple product lines or when a supplier sells to different
divisions of a company, resulting in cost and time savings.”

GOVERNMENT PROGRAMS (FEDERAL, STATE, AND LOCAL)

Within the United States, there has been government support for the steel industry at the Federal,
state, and local levels. Recent programs have included monitoring, loan guarantees, community assistance,
and research and development (R& D) assistance.”

Steel Action Plan

The Steel Action Plan of January 1999 featured a steel import monitoring program designed to
identify sudden price declines or import increases, and included monthly steel import data released by the
Department of Commerce. The program was created in August 1999, and led to bilateral consultations
with Korea and Japan, as well asto afive-year comprehensive agreement with Russia, which limited
Russian exports of certain steel products to the U.S. market.” The agreement expired on July 12, 2004.

" Pimm Fox, “Private Exchanges Drive B2B Success,” Computerworld, May 7, 2001, at
http://www.itworld.com/Tech/3478/CWD010507ST.

™ U.S. industry official, telephone interview with USITC staff, May 3, 2005.

" This section is based on information presented in the Commission’s original safeguard and monitoring
investigations, and has been updated to reflect changes since publication of the reportsin those investigations. See,
Sedl, Inv. No. TA-201-73, USITC Publication 3479, December 2001 and Steel: Monitoring Developmentsin the
Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September 2003 (citing Jennifer Caplan, “Private
Exchanges Reinvent B2B: Private E-Marketplaces May Improve upon the Model Created by Public B2B Sites,”
CFO.com, April 2, 2001, at http://www.cfo.com/pr...1,4580,87%7C88% 7CAD% 7C2484,00.html).

" For more information on such projects, see the U.S. Department of Energy, Office of Energy Efficiency and
Renewable Energy Industrial Projects Locator at http://www.eere.energy.gov/industry/iplocator/search.html.

8 U.S. Department of Commerce (DOC), International Trade Administration, Global Seel Trade: Structural
Problems and Future Solutions, July 2000, p. 12. Certain steel products not subject to antidumping suspension
agreements included cold-rolled carbon quality steel products; certain cold-rolled stainless, alloy, and other carbon
stedl products; semifinished steel products; galvanized sheet products; other metallic coated flat-rolled products,
certain tin mill products; electrical sheet products; heavy structural shapes; rails; hot-rolled bars; cold-finished bars;

(continued...)
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In 2002, the Steel Import Licensing and Surge Monitoring Program was created, requiring al
importers of steel products subject to the steel safeguard measures to obtain alicense prior to the import of
the product.” The data on the amount of steel licensed for import is released publicly on aweekly basisto
provide early information on changes in import patterns. The Department of Commerce in an interim final
rule issued March 9, 2005, extended the program, now called the Steel Import Monitoring and Analysis
(SIMA) System, beyond the initial March 21, 2005, expiration date through March 2009, and broadened
the coverage to include not only the steel products subject to the safeguard measures, but al basic steel
mill products.®

Emergency Steel Loan Guarantee Program

This temporary stedl loan guarantee program was created in 1999 and designed to assist steel
companies that are unable to obtain commercial loans from private banking and investment institutions.®
The loan guarantee program is administered by the Emergency Steel Loan Guarantee Board and provides
loan guarantees up to $250 million to a single company, with atotal amount outstanding not to exceed $1
billion. The loans must be repaid by year-end 2015.% The authority of the Loan Guarantee Board was
originally set to expire on December 31, 2003. However, the Act was amended to extend the Board's
authority to issue loan guarantees from year-end 2003 to year-end 2005.%

There are currently only two steel producers that have loans outstanding.®* In March 2002, Hanna
Steel, a steel tubing and prepainted coil manufacturer in Birmingham, AL, received a $42.5 million loan
guarantee.®*® In March 2003, Wheeling-Pittsburgh Steel Corporation received aloan guarantee of $250
million. In June 2003, Weirton Steel sought a $175-million loan guarantee from the program, however,

8 (...continued)
pipe and tube products; wire rod products; hot-rolled stainless and alloy products; and pig iron. See DOC, Trade
Compliance Center, Russia Agreement Concerning Trade in Certain Steel Products, July 12, 1999, found at
http://www.tcc.mac.doc.gov/cgi-bin/doit.cqi 7205:64:186384015, retrieved May 18, 2005.

 The Steel Import Licensing Program became effective February 1, 2003, and was set to expire March 21, 2005.

& The safeguard measure covered certain steel products under 270 HTS (10-digit) codes. SIMA broadened the
coverage to include certain steel products under approximately 650 HTS (10-digit) codes. As of June 9, 2005,
licensing for certain downstream steel products now covered—specifically, carbon and aloy flanges and pipe
fittings—is no longer required. See U.S. Department of Commerce, Import Administration, Steel Import Monitoring
and Analysis System, found at http://www.ia.ita.doc.qov/steel/license, retrieved May 18, 2005.

8 Authority for this program is contained in P.L. 106-5; U.S.C. 15, Chapter 45, “ Emergency Steel Loan
Guarantee Act of 1999 and Emergency Oil and Gas Guaranteed Loan Program Act.”

8 Emergency Steel Loan Guarantee Program, Annual Report to the Congress for Fiscal Year 2004.

& The Emergency Steel Loan Guarantee Program was amended by Section 336 of P.L. 107-63 on November 5,
2001 to extend the Board’ s authority to issue loan guarantees from December 31, 2001 to December 31, 2003. P.L.
108-99 further extends the Board’ s authority to issue loan guarantees until December 31, 2005, after which the
Board will no longer accept applications for |oan guarantees.

8 In June 2000, the L oan Guarantee Board approved an 85-percent |oan guarantee of a $110-million term loan to
Geneva Steel; however, the company ceased operations in November 2001 and filed for bankruptcy protection in
January 2002. The bankruptcy filing constituted a default under the terms of the guaranteed loan. The claim for
approximately $92 million, or 85 percent of the unpaid principal of the loan, was paid in full by the Loan Guarantee
Board in March 2002, and the L oan Guarantee Board became the holder of 85 percent of the defaulted note, which is
secured by the assets of Geneva Steel and is being repaid by the liquidation of those assets. See Emergency Steel
L oan Guarantee Program, Annual Report to the Congress for Fiscal Year 2004.

& “Hanna Steel getting loan guarantee,” American Metal Market, found at www.amm.com, retrieved August 28,
2003.
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the loan guarantee was never granted, as International Steel Group subsequently acquired most of Weirton
Steel’ s assets.®

U.S. Department of Agriculture’s Business and Industry Guaranteed Loans Program

Although not steel-specific, this program provides loan guarantees to assist job creation, aswell as
to stimulate rural economies by providing financial backing to rural businesses. The Business and Industry
Guaranteed L oans Program guarantees up to 80 percent of aloan made by acommercial lender.?” In
March 2005, newly formed Steel Corr, Inc. applied for a $25 million loan guarantee through the U.S.
Department of Agriculture’ s Rural Development Business and Cooperative Services Program. The loan
guarantee application is still under consideration.®

The Steel and Aluminum Energy Conservation
and Technology Competitiveness Act of 1988

This Act,® also known as the Metals Initiative, helped finance research and development in the
steel industry, and is administered by the U.S. Department of Energy’ s Office of Energy Efficiency and
Renewable Energy (EERE).*® Through the “Industries of the Future” program, EERE provides cost-
sharing funding for approximately 25 steel-specific R&D projects. In April 2005, proposed legislation was
passed in the House of Representatives to reauthorize the Act, aswell asto appropriate $12 million from
FY 2006 through FY 2010.**

State and Local Programs

Table OVERVIEW I11-6 describes recent state and local programs within the United States that
assist the steel industry. The extent of state and local programs was limited; state and local programs were
most concentrated in Ohio and West Virginia. The mgjority of state and local programs take the form of
tax incentives or abatements to upgrade existing infrastructure and equipment.

% On May 19, 2003, Weirton Stedl filed a voluntary petition for reorganization under Chapter 11 Bankruptcy, and
filed an application for a $175-million loan guarantee the following month. In November 2003, the L oan Guarantee
Board agreed to guarantee 88 percent of a $145-million loan to Weirton Steel. In February 2004, International Steel
Group announced its plans to acquire most of the assets of Weirton Steel, and the acquisition was completed in May
2004. On April 15, 2005, Mittal Steel Company completed its merger with International Steel Group.

8 See U.S. Department of Agriculture, Rural Devel opment Business and Cooperative Services program at
http://www.rurdev.usda.gov/rbs/busp/bpdir.htm.

8 See “Correnti rips objection to U.S. loan guarantee,” American Metal Market, April 14, 2005, found at
www.amm.com, retrieved May 12, 2005. SteelCorr plansto build amill capable of producing 1.5 million tons of
flat-rolled steel per year in Lowndes County, Mississippi. The Mississippi state legislature agreed to propose a
financial incentive package for Steel Corr worth more than $100 million, including a $25-million grant and up to $85
million in state-backed loans. See “Nucor says anti-funding stance good for industry,” American Metal Market,
March 28, 2005, found at www.amm.com, retrieved May 12, 2005. In June 2005, it was reported that Russian steel
producer JSC Severstal would provide 75 percent of the financing for Steel Corr’ s proposed mini-mill in Columbus,
Mississippi. See*“Severstal tagged as 75% partner in Steel Corr mill,” American Metal Market, June 13, 2005, found
at www.amm.com.

# U.S.C. Title 15, Chapter 77.
% Formerly called the Office of Industrial Technologies.
L Bill HR 1158 was referred to the Senate Committee on Energy and Natural Resources.
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Table OVERVIEW l111-6

State and local assistance programs

State Year Description of program Approximate value
Florida 2005 Tax incentives including recaptured enhanced value grant from $3 million
Jacksonville Economic Development Commission to Gerdau-Ameristeel
to upgrade the company’s Baldwin plant.
Mississippi 2005 Financial incentives to SteelCorr including a $25 million infrastructure $110 million
grant, a $12 million grant from Lowndes County, and $85 million in
state-backed loans for the development of a new steel mill and company
headquarters.
Indiana 2003 10-year tax abatement and assistance package to upgrade machinery $74 million
and equipment at International Steel Group Inc.’s Burns Harbor facility.
Assistance package is largest ever awarded to a northwest Indiana
business.
Kentucky 2004 Tax incentive package to AK Steel Corp for $65-million modernization ®
project at Ashland plant.
Ohio 2005 Delaco Steel Corp was granted $340,000 in sales tax breaks and $500,000
$180,000 in mortgage tax savings by the Erie County Industrial
Development Agency to build a new plant.
Ohio 2004 15-year tax abatement on real estate, machinery, equipment and $12.1 million
inventory to Charter Steel to expand its Cuyahoga Heights plant. $115,000 in training
grants; $1.1 million tax
credit for job creation
Ohio 2004 67-percent, 10 year tax abatement to Wheeling-Pittsburgh for electric- $7.5 million
arc furnace at its Mingo Junction mill.
Ohio 2003 Low-interest loan to Republic Engineered Products LLC $5 million
Ohio 2002 5-year Enterprise Bond approved by Development Financing Advisory $10 million
Council to restart International Steel Group’s Cleveland Works facility.
Ohio 2002 Revenue bonds issued on behalf of Timken for plant upgrade. $13 million
West 2003 Loans and loan insurance to Wheeling-Pittsburgh Steel Corp. To build $110 million
Virginia an electric arc furnace and retire debt.
West 2001 Grant to Wheeling-Pittsburgh Tax to complete construction of a paint $400,000
Virginia line at its Beech Botton, WV, plant.

1 Not available.

Source: Industry literature; Paying the Price for Big Steel, American Institute for International Steel (AllS), 2000; and press

releases.
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PART IV: GLOBAL DEVELOPMENTS (2001-05)"
INTERNATIONAL NEGOTIATIONS OF A PROPOSED STEEL SUBSIDIES AGREEMENT

In August 2001, the Organization for Economic Cooperation and Development (OECD) began a
series of meetings to discuss the issues of excess capacity and market distortions within the world-wide
steel industry. This effort was spearheaded by the United States as part of the initiative announced by
President Bush to “respond to the challenges facing the U.S. steel industry.”? The meetings were attended
by the OECD Steel Committee and representatives of several key, non-OECD steel producers: Argentina,
China, Kazakhstan, South Africa, and Taiwan.

Several meetings ensued, and in December 2002, a high-level group (HLG)? agreed to launch an
initiative to eliminate state subsidization of steelmaking capacity. The goal was to reach an international
agreement under which governments would agree not to provide subsidies to steel or steel-related
industries, with afew narrow exceptions. Throughout 2003 and until April 2004, a designated group of
negotiators, called the Subsidies Working Group (SWG), met numerous times under the auspices of the
OECD and developed atext of a proposed agreement. However, the text was extensively bracketed,
reflecting areas of disagreement among the negotiators. Facing a self-imposed deadline of September to
finalize an agreement, the SWG realized in April 2004 that it was not making progress toward reaching an
agreement on several of the key issues and postponed its next scheduled meeting. After further
discussion at a June 2004 meeting of the HL G, it was decided to postpone the discussions indefinitely.

Prior to the decision to suspend the discussions, the Deputy Secretary-General of the OECD
indicated in aletter to the HL G the following areas in which important differences remain:

Exceptions, including proposals related to environment and research
and development. Agreement was reached that exceptionsto the
proposed ban on subsidies should be allowed for the permanent closure
of steelmaking capacity. The European Union and severa other
members of the group insisted also, however, that exceptions should be
alowed for environmental expenditures, especially those which might be
granted to cushion the potential impact of the expected entry-into-force
of the Kyoto Protocol. The European Union also insisted on exceptions
for other provisions of its State Aid Code.* This position was strongly
opposed by the United States, which insisted that the only allowable
subsidies should be for permanent closure.

Special and differential treatment for developing countries. Thisrefers
to the position advocated by certain countries, including China, in favor
of an allowance for subsidization of steel industriesin *developing”
countries. Several mechanismsto limit allowable subsidies were
discussed but agreement could not be reached.

! This section is based on information presented in the Commission’s original safeguard and monitoring
investigations, and has been updated to reflect changes since publication of the reports in those investigations. See,
Sed, Inv. No. TA-201-73, USITC Publication 3479, December 2001 and Steel: Monitoring Developmentsin the
Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September 2003.

2 The White House, “ Statement by the President Regarding a Multilateral Initiative on Steel,” June 5, 2001.
% High-level refers to the involvement of vice-ministers or directors-general.

“ These proposed exceptions include subsidies for employee training, recruitment of disadvantaged and disabled
workers, small and medium enterprises, and de minimis subsidies.
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The ability to countervail exceptions (including those for devel oping
economies). This refersto the position, advocated primarily by the
United States, that nations would retain the right to impose
countervailing duties against injurious steel subsidies, regardless of the
inclusion of such subsidiesin the proposed agreement.

In postponing the discussions, the HLG requested that the countries engage in further bilateral
discussionsin an effort to narrow their differencesin the areas of disagreement. In addition, the OECD
staff is continuing informal discussions with HLG participants and the group agreed to meet again in
2005. Inlate March 2005, the OECD circulated a“blueprint for a steel subsidy agreement” to all
participants in the discussion. In the blueprint, the OECD set forth its suggestions for provisions that
could be agreed upon and might lead to a successful agreement.

GLOBAL PRODUCTION, CAPACITY, AND EMPLOYMENT TRENDS

Between 2001 and 2004, world crude steel production increased by 21.8 percent, growing from
937 million short tons per year in 2001 to 1.141 billion tons per year in 2004 (figure OVERVIEW 1V-1).°
From 2001 to 2004, world crude steel production increased more rapidly each year. Sequential year-to-
year increases of 57 million tons, 69 million tons, and 77 million tons represent annual increases of 6.1
percent, 7.0 percent, and 7.3 percent, respectively. Two-thirds of the increase in world crude steel
production was due to rising production in China, which increased from 164 million to 300 million tons
per year (83 percent) during 2001-04. The next largest production increases were in Japan, up by 10.8
million tons (14 percent) and the United States, up by 9.3 million tons (9.4 percent). After China, the
steel industries with the most rapid rates of growth during 2001-04 were Turkey, Mexico, and Brazil
with increases of 36.5 percent (6.0 million tons), 25.6 percent (3.7 million tons), and 23.3 percent (6.9
million tons), respectively. For the first 3 months of 2005, world crude steel production was 295 million
tons, 6.5 percent higher than during the comparable period in 2004.°

® International Iron and Steel Institute (11S1), World Steel in Figures, 2005 and earlier editions and “Monthly
Crude Steel Production” data. |1S| data arein metric tons, and were converted to short tons using 0.907 metric ton =
1 short ton.

e 11Sl, “Monthly Crude Steel Production,” March 2005.
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Figure OVERVIEW IV-1
World crude steel production, 2001-04
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Source: International Iron and Steel Institute, World Steel in Figures, 2005 and earlier editions.
Asindicated in table OVERVIEW IV-1, China, the European Union, Japan, the republics of the

former Soviet Union, and the United States accounted for 71.0 percent of world crude steel productionin
2001 and 73.8 percent of world production in 2004.

Table OVERVIEW IV-1
Steel: Shares of world crude steel production, by selected sources, 2001 and 2004

Share of world Share of world
Source production in 2001 production in 2004
Percent

China 17.6 26.3
EU? 18.8 16.3
Japan 12.1 10.9
Former republics of the USSR? 11.8 10.8
United States 10.7 9.5

! Data are for the 15 Member States comprising the EU prior to May 1, 2004.

2 Data are for Belarus, Kazakhstan, Moldova, Russia, Ukraine, and Uzbekistan.
Source: International Iron and Steel Institute.

China s share of world production increased from less than 18 percent in 2001 to more than 26
percent in 2004. Despite a production increase of amost 6 percent, the European Union share of world
production declined by 2.5 percentage points between 2001 and 2004. Japan increased production by 9.5
percent and republics of the former Soviet Union increased production by 11.7 percent between 2001 and
2004, yet their shares of world production declined. The U.S. share of world production aso declined,
even as U.S. production increased by 9.4 percent between 2001 and 2004.”

During 2001-04, the proportion of steel produced using the basic oxygen process increased
dightly, from 58 percent in 2001 to 63 percent in 2004, due ailmost entirely to new installations in China
during this period. The electric arc process accounted for about one-third of world production during

"11Sl, World Steel in Figures, 2005 and earlier editions.
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2001-04, and the open hearth and other processes for approximately 4 percent.® Russia and Ukraine
continue to produce significant amounts of steel using the open hearth process. 1n 2004, the open hearth
process accounted for 22.1 percent of the steel produced in Russia and 43.4 percent of the steel produced
in Ukraine.®

With respect to finished steel mill products, world production has increased from 839 million
metric tonsin 2001 to nearly 1.1 billion tons (forecasted) for 2005 (figure OVERVIEW [V-2).

Figure OVERVIEW V-2
Production of steel mill products in the world, 2001-05
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Source: World Steel Dynamics.

Production in Chinaincreased from 156 million tons to 296 million tons over the same period,
thereby accounting for 59 percent of the increase in world production (figure OVERVIEW |V-3).%°

Asthe stedl industry in China has expanded, its growth has been led by production of flat-rolled
products, which hasincreased by 127 percent during 2001-05, whereas production of long products has
increased by 70 percent. Flat-rolled products are anticipated to represent about 34 percent of al Chinese
steel produced in 2005, up from 28 percent in 2001. On aworld-wide basis, flat-rolled products account
for about 44 percent of all steel produced, whereas in developed nations, such as the United States, flat-
rolled products account for about 67 percent of al stedl production.

8 1bid.
%1bid.
OWSD, Global Steel Mill Product Matrix, March 2005.
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Figure OVERVIEW V-3
Production of steel mill products in China, 2001-05
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World production capacity is more difficult to quantify than actual production. Estimates™
suggest that global steel production capacity exceeds both actual production and current market demand.
The difficulty in estimating capacity istwo-fold. First, there may be significant differences between
stated capacity and effective capacity. In amost all production facilities, effective capacity™ is less than
stated production capacity. Second, stated capacity may be inflated by the inclusion of projected,
inoperative, or obsolete capacity. Annual global crude steel production capacity for 2004 is estimated at
1.350 billion tons,** exceeding production by an estimated 200 million tons.

Although world steel production increased between 2001 and 2004, measurable employment in
steel production decreased (employment can be measured for almost 70 percent of world steel production
at the beginning of each year of the period examined).”* Employment data for steel production in China
and the republics of the former Soviet Union (collectively accounting for about one-third of annual world
production during 2001-04) are not comparabl e to employment data for the rest of the world. Typically,
China and the republics of the former Soviet Union count all workers in steel-producing locales (areas
immediately surrounding steel production facilities) as steel production workers. In addition, labor
policies intended to provide full employment in those countries likely distort the relationship between the
number of employees and the quantity of output.*®

For the part of world steel production for which meaningful data are available, employment
decreased by 82,000 persons (more than 9 percent) between the beginning of 2001 and the beginning of
2004 (figure OVERVIEW 1V-4).*® The largest declines during this period were in the United States

™ The principal sources of steel industry capacity are World Steel Dynamics, Inc. (WSD), and the OECD.

2WSD publishes data on effective capacity and defines effective capacity as the level of output that occurs one
year after asurge in world steel export prices.

3 E-mail from Noboru Uchida, WSD, received June 9, 2005.

141181, World Seel in Figures, 2004 and earlier editions.

5 U.S. Department of Commerce, International Trade Administration, Global Steel Trade: Structural Problems
and Future Solutions, July 2000, pp. 43 and 143.

% 11Sl, World Stedl in Figures, 2003 and earlier editions.
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(30,000 persons) and Japan (27,000 persons). By the beginning of 2004, approximately 790,000 workers
produced nearly 70 percent of the world's steel, down from 872,000 workers at the beginning of 2001.

Figure OVERVIEW IV-4
World steel industry employment, 2001-04
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Source: International Iron and Steel Institute, World Steel in Figures, 2004 and earlier editions.

PRODUCTIVITY TRENDS

Figure OVERVIEW IV-5 shows approximate annual productivity, based on 11Sl data, in tons of
crude steel produced per employee, for Brazil, Canada, the European Union, Japan, Korea, and the United
States during 2001-04. These data are primarily useful for observing trends within national industries

over time.
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Figure OVERVIEW IV-5
Productivity: Annual crude steel production per employee for selected countries, 2001-04
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CONCENTRATION OF PRODUCERS

Global steel production remains fragmented. 1n 2004, the 20 largest firms produced less than 40
percent of the world’s steel. However, asindicated in table OVERVIEW V-2, between 2001 and 2004,
the largest producers' collective share of world production increased slightly.

Table OVERVIEW V-2
Steel: Shares of global production, by firm size grouping, 2001 and 2004

Largest firms Percent of world production in Percent of world production in
2001 2004
5 largest firms 15.9 17.8
10 largest firms 25.0 27.1
20 largest firms 36.8 39.5

Source: International Iron and Steel Institute, World Steel in Figures, 2002 and 2005 editions.

In 2001, the individual production shares of the five largest producers ranged from 2.2 percent to
5.1 percent of total world production, with an average share of 3.2 percent. In 2004, their individual
production shares ranged from 2.9 percent to 4.5 percent, with the average individual share increasing to
3.6 percent. Average individual production shares for the 10 largest producers, which increased from an
average of 1.8 percent in 2001 to 1.9 percent in 2004, are shown in figure OVERVIEW IV-6. The 10
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largest firmsin 2004, in descending order, were Arcelor®” (Luxembourg), Mittal Steel*® (The
Netherlands), Nippon Steel (Japan), JFE™ (Japan), POSCO (K ored), Shanghai Baosteel (China), U.S.
Steel (United States), Corus Group (United Kingdom), Nucor (United States), and ThyssenKrupp
(Germany).

Figure OVERVIEW IV-6
World steel production: Shares of production by the 10 largest producers, 2001 and 2004
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w
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Source: Metal Bulletin.

GLOBAL TRADE IN STEEL

Between 2001 and 2003, the most recent year for which data are available, world exports of semi-
finished and finished steel rose by 12 percent.®® Trade data on world exports do not match data on world
imports due to discrepancies in the compiling of statistics by various countries. As a percentage of world
steel production, exports comprised 39.4 percent during 2001 and 38.9 percent during 2003.2* 1n 2003,
the most recent year for which data are available, the top five steel exporting countries, based on tonnage,
were Japan, Russia, Ukraine, Germany, and Belgium-Luxembourg. The top five importing countries
were China, the United States, Germany, Italy, and Korea.?

Several foreign countries also initiated safeguard investigations and imposed tariff rate quotas on
imports of certain steel mill products during 2002-03 (table OVERVIEW IV-3). Definitive-stage
safeguards imposed by China and the European Union were terminated in December 2003, the same
month when the U.S. safeguards were terminated.

7 Arcelor was created in February 2002 by the merger of three European firms-Aceralia (Spain), Arbed
(Luxembourg), and Usinor (France).

8 Mittal Steel was created in December 2004 by the merger of two firms-Ispat International and LNM Holdings,
both based in The Netherlands. Mittal acquired International Steel Group, Inc. (United States) in April 2005.

9 JFE was created in 2002 from the merger of two firms, Kawasaki Steel and NKK, both based in Japan.

2 |19l, World Satistical Yearbook, 2004.

2L |n the report for investigation No. TA-201-73, crude steel equivalents were used to measure world tradein
steel. Because conversion efficiencies continue to increase, finished steel exports are a more consistent measure of
export activity over time.

2 1Sl, World Stedl in Figures, 2005.
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Table OVERVIEW IV-3
Steel safeguards imposed by foreign trade partners, 2002-05

Implementation | Termination
Country Subject products Safeguard type date date
China Carbon steel slab, plate, sheet, Provisional— Tariff rates ranging from | May 24, 2002 Nov. 19, 2002
galvanized sheet, and organic-coated 7 percent to 26 percent on imports
sheet. exceeding quota levels.
Electrical steel sheets.
Tin mill products.
Stainless steel plates and sheets.
Carbon steel bars, rebars, and wire.
Carbon steel sections.
Iron or steel seamless pipes.
China Carbon steel sheet, and organic-coated | Definitive— Tariff quotas for the first Nov. 20, 2002 Dec. 26, 2003
sheet. half year set at the average of
Electrical steel sheets. imports over the prior 3 years plus 3-
Stainless steel sheet. 15 percent, depending on product
category.
Tariff quota for years 2 and 3
increased 3-15 percent over that of
the prior year, depending on product
category.
Tariff rates for above-quota imports
to decline, from the second year, at
the rate of 8 percent per year and the
specific annual rate will be: 10.3-23.2
percent between Nov. 20, 2002, and
May 23, 2003; 9.5-21.3 percent
between May 24, 2003, and May 23,
2004; and 8.7-19.6 percent between
May 24, 2004 and May 23, 2005,
depending on product category.
European | Carbon steel plate, sheet, strip, and Provisional- Tariff rates for above- Mar. 29, 2002 Sept. 28, 2002
Union quatro plate. quota imports range from 14.9
Alloy steel flat-rolled products. percent to 26.0 percent depending
Electrical steel sheets. on product category.
Tin mill products.
Carbon and alloy steel bar and rebar.
Stainless steel wire.
Alloy steel fittings and flanges.
European | Carbon steel plate, hot-rolled and cold- Definitive— Initial tariff quotas are Sept. 29, 2002 Dec. 5, 2003
Union rolled sheet, and strip. based on the average annual import

Alloy steel flat-rolled products.
Alloy steel fittings and flanges.

volume over the prior 3 years plus 10
percent. The quota level is to
increase by 5 percent in each
subsequent year beginning Sept. 29,
2002.

Tariff rates for above-quota imports
range from 14.1 percent to 26.0
percent depending on product
category.

Table continued. See footnotes at end of table.

OVERVIEW V-9




Table OVERVIEW |V-3--Continued
Steel safeguards imposed by foreign trade partners, 2002-05

Implementation | Termination

Country Subject products Safeguard type date date
Hungary Carbon steel plate, sheet, bar, rod, Tariff rate quota increases by 2.5 Provisional: May 1, 2004*
sections, pipe, tube, hollow profiles, wire- | percent in each successive 6-months | June 3, 2002
cloth, grill netting, and fencing. period.
Definitive:

Tariff rates for above-quota imports Apr. 2, 2003
set between 15-25 percent,
depending on product category, and
declines by 5 percent in each
successive 6-months period.

Venezuela | Iron or steel U and | sections. Provisional— Tariff rate of 26.53 Dec. 12, 2002 )
percent imposed on imports
exceeding quota levels.

Poland Carbon steel uncoated, galvanized, and | Definitive— Tariff rates on over-quota | Mar. 8, 2003 May 1, 2004*

organic-coated flat-rolled products. imports are 9-15 percent during Aug.

Carbon steel bar. 3, 2003 to Aug. 7, 2003; and drop to

Electric steel sheets. 8-13 percent during Aug. 3, 2004, to

Iron or steel welded and seamless tubes. | Aug. 7, 2005, depending on product

category.

Czech Iron or steel welded tubes and pipes. Definitive— Tariff quotas set at the Mar. 1, 2003* May 1, 2004*
Republic average annual imports over the past

3 years plus 10 per cent.

Tariff rates of 13.5-22.4 percent

during Mar. 1, 2003 to Dec. 31, 2003;
and 12.2-20.2 during Jan. 1, 2004, to
Dec. 31, 2004, depending on product

group.

Chile Carbon steel sheet, bar, and rod. Definitive— Tariff rate of 10 percent July 20023 3
imposed on imports exceeding quota
levels.

! Safeguards terminated with country’s accession to the European Union.
2 No termination date specified.
% Proposed; no notification that safeguards entered into effect.

Source: World Trade Organization.

GLOBAL PRICE TRENDS

Prices of steel in world trade have followed a similar trend to that of pricesin the United States.
Figures OVERVIEW IV-7 and OVERVIEW [V-8 show the trends of prices for imports of hot-rolled coil
into the United States and China, and for exports from Western Europe (Antwerp), Latin America, and
the Commonwealth of Independent States (CIS) Black Sea or Baltic Sea ports, as reported by Metal
Bulletin.
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Figure OVERVIEW V-7
Hot-rolled coil: Import prices in United States and China, January 2001- July 2005
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Figure OVERVIEW V-8
Hot-rolled coil: Export prices in various markets, January 2001- July 2005
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CHAPTER 2

CARBON AND ALLOY FLAT STEEL






PART I: OVERVIEW (FLAT STEEL)
ORGANIZATION OF THIS CHAPTER

Information in this carbon and alloy flat steel (flat steel)! chapter is organized into four parts:
(1) overview of issues concerning the industries producing flat steel; (2) industry and market data for
certain carbon and alloy flat-rolled steel;? (3) industry and market data for tin mill products (tin); and (4)
adjustment efforts of U.S. flat steel producers.

U.S. PRODUCERS

A summary of U.S. producers’ positions with respect to the section 203 relief during the original
investigation and during the monitoring investigation is presented in table FLAT 1-1. A list of U.S.
producers of flat steel providing aresponse to the Commission’s producers’ questionnaire in the current
evaluation is presented in table FLAT [-2.

Table FLAT I-1
Flat steel: Summary of U.S. producers’ positions with respect to the section 203 relief,* by products and
forms?

Oppose Take no No
Item Support relief relief position response Total
Slab 12/12 52 2/0 1/0 20/14
Plate 13/12 1/1 4/1 1/0 19/14
Hot-rolled 21/20 1/1 6/3 0/0 28/24
Cold-rolled 17/16 4/5 6/4 1/0 28/25
Coated 18/16 1/2 3/3 0/0 22/21
Subtotal, certain flat steel 81/76 12/11 21/11 3/0 117/98
Tin 6/6 0/0 1/1 0/0 77

* The first number represents U.S. producers’ positions in the original safeguard investigation in 2001. The second number
represents U.S. producers’ positions in the monitoring investigation in 2003.

2 Responses are shown only for products a firm produces and for which it provided data. A firm may produce more than one
of the products or forms.

Source: Steel, Inv. No. TA-201-73, USITC Publication 3479, December 2001, p. FLAT-6, Steel: Monitoring Developments in the
Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September 2003, p. FLAT I-1.

! For purposes of this report, the term “flat steel” consists of subject slab, plate, hot-rolled steel (hot-rolled), cold-
rolled steel (cold-rolled), coated steel (coated), and tin mill products (tin).

2 In the section 201 investigation, the Commission found a single industry producing carbon and alloy flat-rolled
steel comprising slab, plate, hot-rolled, cold-rolled, and coated. The Commission found a separate industry
producing tin mill products. See, Stedl, Inv. No. TA-201-73, USITC Publication 3479, December 2001, pp. 37, 46-
47, and n.138.

For purposes of this report, the term “ certain carbon and alloy flat-rolled steel” consists of subject carbon and
alloy slab, plate, hot-rolled, cold-rolled, and coated.
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Table FLAT I-2
Flat steel: U.S. producers’ production, by products, 2004

* * * * * * *

STRUCTURAL DEVELOPMENTS

Information on devel opments in the domestic industries producing certain carbon and alloy flat-
rolled steel and tin mill products, including bankruptcy protection filings, mergers and acquisitions, and
significant capital investments, is presented below. A list of U.S. producersthat filed for bankruptcy
protection during 2001-05 is presented in table FLAT |-3. Table FLAT I-4 presents industry mergers and
acquisitions. Table FLAT I-5 presents major publicly announced capital investments of U.S. producers.

Timelines

Figure FLAT I-1 presents data on the raw steel production capacity of bankrupt firms.
Bankruptcies of several large firms occurred during the two-year period preceding the safeguard
measures.® Figure FLAT -2 presents atimeline for significant mergers and acquisitions of companiesin
the flat-rolled sector. It shows that merger and acquisition activity increased annually during 2001-03
before decreasing slightly in 2004.

Table FLAT I-3
Flat steel: U.S. producers of subject products that have filed for bankruptcy protection, 2001-05*
Month and Raw steel
year of capacity
bankruptcy Company (million Employees
filing and location(s) Products Status short tons) affected Comments
January Heartland Steel | Cold-rolled | Operating None 175 Purchased by
2001 Terre Haute, IN | sheet Brazilian steel
company CSN in
June 2001.
March 2001 = Trico Steel Hot-rolled Operating 2.2 320 Joint venture of
Decatur, AL sheet LTV (50%) Corus
(UK) (25%) and
Sumitomo Metals
(Japan) (25%).
Shut down March
2001. Assets
acquired by Nucor
in July 2002.
Restarted in
September 2002.
April 2001 Great Lakes Electrogal- | Operating None 40 Assets acquired
Metals vanized by Electrotek
E. Chicago, IN steel Metals Corp. in
January 2002 and
plant restarted
February 2002.

Table continued. See footnote at end of table.

% The last of the large firms to declare bankruptcy before the effective date of the safeguard measures was
National Steel, which filed for chapter 11 bankruptcy on March 6, 2002.
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Table FLAT I-3--Continued
Flat steel: U.S. producers of subject products that have filed for bankruptcy protection, 2001-05*

Month and
year of
bankruptcy
filing

Company
and location(s)

Products

Status

Raw steel
capacity
(million

short tons)

Employees
affected

Comments

August 2001

October
2001

January
2002
and
February
1999

GalvPro
Jeffersonville,
IN

Bethlehem
Steel
Baltimore, MD
Portage, IN
Steelton, PA
Coatesville, PA
Conshohocken,
PA

Geneva Steel
Provo, UT

Galvanized
sheet

Plate, hot-
and cold-
rolled
sheet,
galvanized
sheet,
tinplate, rail

Plate, hot-
rolled
sheet, pipe
(primarily
line pipe),
slab

Operating

Operating

Shut
down
Dec.
2001

None

11.3

25

60

13,000

1,800

Began production
in December 1999
as joint venture
between Weirton
Steel and Corus
Group. Shut
down March
2001. Bought by
Steel Dynamics in
February 2003
which restarted
production in July
2003.

Operating assets
acquired by
International Steel
Group, Inc. in May
2003.

Emerged from
1999 bankruptcy
as Geneva Steel
Holdings Corp.,
January 2001,
with federally
guaranteed loan
of $110 million.
Permanent
shutdown in
December 2001.
Filed for
bankruptcy again
on January 25,
2002. In 2004,
core assets were
purchased by
several firms in
China and are no
longer operating
in the United
States.

March 2002

National Steel
Mishawaka, IN
Ecorse, Ml

St. Louis, MO

Hot- and
cold-rolled
sheet,
galvanized
sheet

Table continued. See footnote at end of table.

Operating

FLAT I-3

7.0

9,283

Operating assets
acquired by U.S.
Steel in May
2003.




Table FLAT I-3--Continued
Flat steel: U.S. producers of subject products that have filed for bankruptcy protection, 2001-05*

Month and Raw steel
year of capacity
bankruptcy Company (million Employees
filing and location(s) Products Status short tons) affected Comments
August 2002 | Cold Metal Cold-rolled 2U.S. None 494 Ottawa, OH,
Products strip and plants Roseville, MI, and
Youngstown, sheet closed, 2 Canadian plants
OH uU.S. acquired and
Ottawa, OH plants restarted by 3
Indianapolis, IN operating separate
Roseville, Ml companies.
Canada Indianapolis and
Youngstown
plants liquidated.
May 2003 Weirton Steel Hot- and Operating 3.0 3,500 Operating assets
Weirton, WV cold-rolled acquired by ISG
sheet, in May 2004
corrosion
resistant
sheet and
tinplate
September WCI Steel Hot- and Operating 14 1,800 Still in bankruptcy.
2003 Warren, OH cold-rolled
sheet/coil,
hot-dip
galvanized
sheet/coil
October Rouge Hot-rolled, Operating 3.2 2,600 Bought by
2003 Industries, Inc. cold-rolled Severstal, a
Dearborn, Mi and Russian steel
galvanized producer, in
steel January 2004.

! In February 2002, Huntco Inc. (Town and Country, MO) declared bankruptcy and ceased operations. Huntco was a
processor and the largest U.S. service center. All but one of its facilities were purchased and operated by other U.S. companies.
The cold-rolling mill at the Blytheville, AR facility was sold first to Enron subsidiary EBF LLC and then to Changging Iron and
Steel, and subsequently moved to China.

Source: Compiled from various public sources.
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Table FLAT I-4
Flat steel: Significant steel company mergers and acquisitions, 2001-05*

Month

and year Company Description and raw steel capacity

March U.S. Steel U.S. Steel (capacity: 16.8 million short tons) acquired the tin mill unit of LTV (with no

2001 raw steel capacity), consisting of tin mill facilities at Aliquippa, PA and East Chicago,
IN. Following the acquisition, U.S. Steel closed the Aliquippa facility.

June CSN (Brazil) Acquired Heartland Steel, a cold-rolled sheet processor with no raw steel capacity.

2001

January | Electrotek Purchased Great Lakes Metals (no raw steel capacity); subsequently went out of

2002 Metals Corp. business. Electric Coating Technologies now operates at the same location and was
purchased by Esmark in January 2003.

2nd Gallatin Steel Gallatin Steel (capacity: 1.2 million short tons) acquired, through its purchase of

quarter Ghent Steel Industries, the steel processing assets of Huntco (with no raw steel

2002 capacity), which formerly processed coils supplied by Gallatin. With the acquisition,
Gallatin now processes its own coils.

April International ISG, a newly formed corporation, acquired the steelmaking assets of LTV Steel

2002 Steel Group Corp. (capacity: 8.4 million short tons), a major integrated steel company.

(ISG)

May 2002 | Steelscape Steelscape (with no raw steel capacity), a west-coast producer of galvanized and
painted sheets, and a part of the Grupo IMSA family of companies that includes
Mexican steel producing operations, acquired the Pinole Point (CA) steel processing
facilities (with no raw steel capacity) from MSC Corp. and shut down the galvanizing
line.

June Bethlehem Bethlehem (capacity: 11.3 million short tons) acquired LTV’s 50% share of

2002 Steel Columbus Coatings and Columbus Processing, giving Bethlehem 100% ownership
of these hot-dip galvanized production and processing facilities with no raw steel
capacity.

July 2002 | Nucor Nucor (capacity: 13.2 million short tons) acquired the assets of Trico Steel Co., LLC
(capacity: 2.2 million short tons), a minimill producer of flat-rolled products.

August AK Steel and AK Steel (capacity: 6.0 million short tons) and International Steel Group (capacity:

2002 ISG 8.4 million short tons) formed a partnership to own a flat-rolled steel
electrogalvanizing facility (AK-ISG Metal Coatings Co.) in Cleveland, OH (with no
raw steel capacity) formerly owned by LTV Steel and Sumitomo Corp.

October | ISG ISG (capacity: 8.4 million short tons) acquired the steelmaking assets of Acme

2002 Metals, Inc. (capacity: 1.2 million short tons).

February @ Steel Steel Dynamics (capacity: 2.8 million short tons) acquired GalvPro, a galvanizing

2003 Dynamics facility in Jeffersonville, IN, with no raw steel capacity.

May 2003 | ISG ISG, a large, integrated steel producer (capacity: 9.6 million short tons), purchased
the assets of Bethlehem Steel Corp. (capacity: 11.3 million short tons), a large,
integrated producer of all flat-rolled products and rails.

May 2003  U.S. Steel U.S. Steel (capacity: 16.8 million short tons), the largest integrated steel producer in
the United States, acquired the assets of National Steel Corp. (capacity: 7.0 million
short tons), another large, integrated producer of flat-rolled products.

January | Severstal Severstal, one of the largest steel companies in Russia, bought Rouge Steel

2004 (capacity: 3.2 million short tons), an integrated producer of flat-rolled products in the
United States.

May 2004 | ISG ISG (capacity: 20.9 million short tons) purchased Weirton Steel, one of a dwindling
number of tin mill producers (capacity: 3.0 million short tons).

July 2004 | Nucor Nucor (capacity: 15.4 million short tons) purchased substantially all of the

steelmaking assets of Corus Tuscaloosa (capacity: 0.8 million short tons).

 In November 2003, U.S. Steel swapped its Gary, IN plate operations for an ISG-owned pickle line in East Chicago, IN. U.S.
Steel now no longer produces cut-to-length plate. Also, in December 2004, Ispat International N.V. (parent company of Ispat
Inland) acquired LNM Holdings creating Mittal Steel Co. In April 2005, Mittal Steel Co. N.V. acquired ISG.

Source: Compiled from various public sources.
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Table FLAT I-5

Flat steel: Major capital investments of U.S. steel companies, as reported in public sources, 2001-05

Beech Bottom, WV

Company and Reported
Year location Facility investment?
2001 | California Steel Installation of 12 hydrogen annealing bases.
Industries
Fontana, CA
2001 | Nucor Second cold reversing mill increased cold-rolling capacity from
Berkeley County, 750,000 to 1.5 million tons of cold-rolled product. $40 million
SC
2001 | DSC Ltd. Revamp and restart cold-mill with capacity of 1.2 million tons. (The
Gibraltar, Ml plant, formerly known as McLouth Steel, had gone into bankruptcy
twice (the second bankruptcy in 1995) and closed in early 1996; sold $60 million
in August 1996 to DSC (Detroit Steel Co.), but subsequently closed
permanently.
2001 | Nucor Began construction on demonstration strip casting facility. (Had
Crawfordsville IN agreed with IHI (Japan) to jointly develop, commercialize, and $95 million 2
license direct strip casting.)
2001 | USS-Posco Line speed capacity was increased for the continuous annealing
Pittsburg, CA line.
2001 | Ipsco Steel Construction of new steelworks completed; includes new melting -
; . . $395 million
Mobile, AL and plate rolling capacity.
2001 | Citisteel Oxygen-carbon supersonic injector system installed.
Claymont, DE
2001 | Cold Metal Products = Four new hydrogen annealing bases installed.
2001 | USS-Posco Increased line speed on the continuous annealing line.
2001 | US steel Three new hydraulic coilers on the 84-inch hot strip mill were
installed and the 5-stand tandem cold mill in Irvin, PA was
modernized.
2001 | Bethlehem Steel Widening of one slab caster resulting in a slab production increase
from 3.7 to 4.0 million tons. Cast width was increased from 88 to
104 inches enabling Bethlehem to roll wider plates.
2002 | USS-Posco Rebuilt and restarted the continuos pickle line tandem cold mill that $115 million
Pittsburg, CA was damaged by fire in 2001.
2002 | Bethlehem Steel Fine-tuning of an in-line acrylic coater installed in 2001 was
Sparrows Point, MD | completed in early 2002.
2002 | Nucor Construction (referred to above in 2000) completed of the Castrip
Crawfordsville, IN facility with a new ladle metalurgy furnace installed; facility was $95 million?
successfully started up.
2002 | Wheeling-Pittsburgh | No. 2 paint line was purchased and installed. $15 million

Table continued. See footnotes at end of table.

FLAT I-6




Table FLAT I-5--Continued
Flat steel: Major capital investments of U.S. steel companies, as reported in public sources, 2001-05

Company and Reported
Year location Facility investment?
2002 | Nucor Major renovation of the facility acquired in July 2002. $68 million
Decatur, AL
2003 | Steel Dynamics New coating line, with a capacity of 240,000 tons, installed to $25-30 million
Butler, IN provide further penetration into flat-rolled steel marketplace.
2003 | Nucor Completed construction of a vacuum degasser.
Berkeley County,
SC
2003 | Nucor Continuing renovation of the facility acquired in July 2002. $17 million
Decatur, AL
2004 | Wheeling-Pittsburgh | Installation of a new EAF furnace to replace a blast furnace.
Steel $96 million
Mingo Junction, OH
2004 | Nucor Purchased the adjacent cold rolling mill of Worthington Industries, -
$82 million
Decatur, AL Inc.
2004 | IPSCO Announced plans to build a new continuous plate heat treating
Mobile, AL operation that will produce 170,000 tons per year of heat treated $45 million

plate.

! Where no value is given, data were not reported in source.
2 Estimated by the Commission staff at ***,

Source: “Developments in the North American Iron and Steel Industry,” Iron & Steel Technology for the years 2001-04.
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Figure FLAT I-1
Flat steel: Firms filing for bankruptcy protection and related raw steel capacity, January 2001-March 2005
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Figure FLAT I-2
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PART II: INDUSTRY AND MARKET DATA
(CERTAIN CARBON AND ALLOY FLAT-ROLLED STEEL)

DESCRIPTION AND USES
Slab

A dlab isa semifinished steel product produced by continuous casting or by hot-rolling or
forging.® Slabs of carbon steel have arectangular cross-section with awidth at least two times the
thickness. Slabs of other alloy steel have awidth at least four times the thickness. All slabs are
considered semifinished steel products that are consumed by steel producers to make sheet, strip, plate,
and other downstream steel products. All reporting U.S. slab-producing firms also produced one or more
forms of downstream products during the period for which data were collected in thisinvestigation. The
vast majority of U.S.-produced slabs are internally consumed by the domestic slab producers in the
production of finished flat-rolled steel, with avery minor portion being sold on the commercial market.
HTS statistical reporting numbers for subject carbon and alloy steel slab (slab) are provided in table
FLAT II-1.

Table FLAT II-1
Slab: Subject HTS statistical reporting numbers

Iltem Statistical reporting numbers
Slab! 7207.12.0010 7207.12.0050 7207.20.0025 7207.20.0045 7224.90.0055

*The temporary HTS subheadings for slab established by proclamation or delegated authority pursuant to trade legislation
during 2002-03 were:
(1) 9903.72.30 for products outside the scope of the section 201 investigation and therefore excluded from the section 203
remedy, and 9903.72.31 for other products excluded from the section 203 remedy,
(2) 9903.74.30 and 9903.74.31 for products entered in quantities up to stated limits (250,000 tons for each of the HTS
subheadings) without additional tariffs,
(3) 9903.72.38, 9903.72.42, 9903.72.46 for slab entered under country-specific quota levels without additional tariffs, and
(4) 9903.72.40, 9903.72.44, and 9903.72.48 for products imported in excess of the tariff-rate quota trigger quantities and
therefore incurring, respectively, 30 percent ad valorem additional tariffs through March 19, 2003, and 24 percent additional
tariffs through December 4, 2003.
As indicated in (2), certain temporary subheadings specify particular types of slab which are excluded from the additional tariffs
when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each exemption and
the time period(s) to which the exemption applies are stated or referenced in the article description of the temporary HTS
subheading. Whenever imports of such a particular type of slab exceed the specified quantitative limit, then the quantity in
excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be covered by
the temporary HTS items identified in (3) and subject to the country-specific quotas, or if the applicable country-specific quota
has already been filled then the quantity of imports in excess of the specified quantitative limits would be covered by the
temporary HTS subheadings identified in (4) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

1 Thin slab, which is typically produced in minimills, isimmediately consumed in the hot-rolling process and is
thus not available for the merchant market.
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Plate

This category includes both cut-to-length (CTL) plate and clad plate (collectively referred to in
this section as“plate”). CTL plateisflat-rolled steel of rectangular cross-section, having a thickness of
4.75 mm or more and a width that exceeds 150 mm and measures at least twice the thickness. Itisflat,
i.e., not in coil,? and may be of any shape (rectangular, circular, or other). CTL plateis produced by
rolling on areversing mill, on a Steckel mill, or on a continuous hot-strip mill. If produced from a coiled
form, plate is flattened and cut to length from the coiled plate at the mill or at a service center. It may
have patterns-in-relief derived directly from rolling (floor plate). It may be perforated, corrugated, or
polished. Plate may also have been subjected to heat-treatment and may have been descaled or pickled.
Clad plateisflat-rolled steel of more than one metal layer, of which the predominating metal is non-alloy
steel, and the layers are joined by molecular interpenetration of the surfacesin contact. The metal other
than non-alloy steel used for clad plate may be stainless steel, titanium, or any other metal. The clad plate
may be in the form of aflat plate or a coiled plate, may be of any thickness, and may be either hot- or
cold-rolled. Made from dab, plate is used in welded load-bearing and structural applications, such as
bridgework, machine parts (e.g., the body of the machine or its frame), transmission towers and light
poles, buildings, self-propelled machinery such as cranes and bulldozers, railway cars, tanks, oceangoing
ships, and floor plate, or formed into pipe, oilwell rigs, and platforms. HTS statistical reporting numbers
for subject carbon and alloy steel CTL plate are presented in table FLAT 11-2.

Table FLAT II-2
Plate: Subject HTS statistical reporting numbers

Item Statistical reporting numbers

Plate!

7208.40.3030

7208.51.0045

7208.90.0000

7211.14.0030

7225.40.3050

7208.40.3060
7208.51.0030

7208.51.0060
7208.52.0000

7210.90.1000
7211.13.0000

7211.14.0045
7225.40.3005

7225.50.6000
7226.91.5000

1 The temporary HTS subheadings for plate established by proclamation or delegated authority pursuant to trade legislation
during 2002-03 were:
(1) 9903.72.50 through 9903.72.54, 9903.74.38 through 9903.74.42, 9903.74.45 through 9903.74.49, 9903.74.54, 9903.74.58
through 9903.74.60, 9903.74.70, and 9903.78.25 through 9903.78.28 for products excluded from the section 203 remedy,
(2) 9903.74.43, 9903.74.44, 9903.74.50 through 9903.74.53, 9903.74.55 through 9903.74.57, 9903.74.69, 9903.74.73, and
9903.78.29 through 9903.78.32 for products entered in quantities up to stated limits (ranging from 180 tons to 6,500 tons)
without additional tariffs, and
(3) 9903.72.60, 9903.72.61, and 9903.72.62 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing therefore incurring, respectively, 30 percent ad valorem additional tariffs
through March 19, 2003, and 24 percent additional tariffs through December 4, 2003.
As indicated in (2), certain temporary subheadings specify particular types of plate which are excluded from the additional tariffs
when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each exemption and
the time period(s) to which the exemption applies are stated or referenced in the article description of the temporary HTS
subheading. Whenever imports of a particular type of plate exceed the specified quantitative limit, then the quantity in excess of
such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be covered by the
temporary HTS items identified in (3) and subject to the additional section 203 tariffs.
With respect to 9903.74.69 and 9903.74.73, although these no-longer-existent temporary HTS subheadings were originally
categorized as hot-rolled sheet and strip (including plate in coils) as described on the following page, it is believed that all imports
entered under this subheading were indeed plate as described on this page.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

2 Plate (other than clad plate) in coil is not included in the “plate” category for purposes of this report and is
instead included in the hot-rolled category.
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Hot-Rolled

This category includes hot-rolled sheet and strip, as well as non-clad plate in coils (collectively
referred to in this section as “hot-rolled” steel). These are carbon and alloy flat-rolled stedl of rectangular
cross-section, produced by hot-rolling on hot-strip (continuous) mills, reversing mills, or Steckel mills. If
the hot-rolled steel isin coils, it may be of any thickness. If itisin straight lengths, it must be of a
thickness of less than 4.75 mm and a width measuring at least 10 times the thickness. It may have
patterns-in-relief derived directly from rolling (floor plate). It may be perforated, corrugated, or polished.
It may be either unpickled or pickled. It may have been subjected to various processing steps after hot
reduction, including pickling or descaling, rewinding, flattening, temper rolling, or heat treatment, and it
may have been cut into shapes other than rectangular. A substantial amount of hot-rolled steel is
consumed internally or transferred to an affiliated company to make cold-rolled and/or galvanized or
other coated forms of flat-rolled stedl, formed and welded to make pipe, or cut to length to produce
discrete sheet. Hot-rolled sheet and strip is aso used in the manufacture of structural parts of automobiles
and appliances. Hot-rolled plate that is cut-to-length is used in the same applications identified above for
CTL plate. HTS statistical reporting numbers for subject carbon and aloy steel hot-rolled sheet and strip
including plate in coils (hot-rolled) are presented in table FLAT 11-3.

Table FLAT II-3
Hot-rolled: Subject HTS statistical reporting numbers
Item Statistical reporting numbers
Hot-rolled* 7208.10.1500 7208.27.0060 7208.39.0015 7211.19.1500 7225.30.3005

7208.10.3000
7208.10.6000

7208.36.0030
7208.36.0060

7208.39.0030
7208.39.0090

7211.19.2000
7211.19.3000

7225.30.3050
7225.30.7000

7208.25.3000

7208.37.0030

7208.40.6030

7211.19.4500

7225.40.7000

7208.25.6000

7208.37.0060

7208.40.6060

7211.19.6000

7226.91.7000

7208.26.0030
7208.26.0060

7208.38.0015
7208.38.0030

7208.53.0000
7208.54.0000

7211.19.7530
7211.19.7560

7226.91.8000

7208.27.0030

7208.38.0090

7211.14.0090

7211.19.7590

1 The temporary HTS subheadings for hot-rolled steel established by proclamation or delegated authority pursuant to trade
legislation during 2002-03 were:
(1) 9903.72.65 through 9903.72.73, 9903.74.61, 9903.74.63, 9903.74.64, 9903.74.74 through 9903.74.76, 9903.74.78 through

9903.74.84, 9903.74.86 through 9903.74.88, 9903.74.94, 9903.74.95, 9903.74.97, 9903.74.98, 9903.75.02, 9903.75.03,
9903.75.09, 9903.75.12, 9903.78.40 through 9903.78.47, 9903.78.57, 9903.78.58, 9903.78.60, and 9903.78.63 for products
excluded from the section 203 remedy,
(2) 9903.72.74 through 9903.72.76, 9903.74.62, 9903.74.65, 9903.74.77, 9903.74.85, 9903.74.89 through 9903.74.91,
9903.74.96, 9903.74.99 through 9903.75.01, 9903.75.04 through 9903.75.08, 9903.75.10, 9903.75.13, 9903.75.14,
9903.78.48 through 9903.78.56, 9903.78.59, 9903.78.61, and 9903.78.62 for products entered in quantities up to stated
limits (ranging from 250 tons to 750,000 tons) without additional tariffs, and
(3) 9903.72.80, 9903.72.81, and 9903.72.82 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.
As indicated in (2), certain temporary subheadings specify particular types of hot-rolled steel which are excluded from the
additional tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of
each exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the
temporary HTS subheading. Whenever imports of a particular type of hot-rolled steel exceed the specified quantitative limit, then
the quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be
covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).
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Cold-Rolled

This category includes cold-rolled sheet and strip, other than grain-oriented electrical steel
(GOES), of rectangular cross-section, produced by cold-rolling (“cold-rolled”). If in coiled form, it may
be of any thickness. If itisin straight lengths, it must be of athickness of less than 4.75 mm and awidth

measuring at least 10 times the thickness. Cold-rolled steel may have patterns-in-relief derived directly
fromrolling. It may be perforated, corrugated, or polished. It may have been subjected to various
processing steps after cold reduction, including flattening, temper rolling, or heat treatment, and it may
have been cut into shapes other than rectangular. Much of the cold-rolled steel is used internally or
transferred to affiliates for downstream production of corrosion-resistant steel, tin plate, and other
products. Cold-rolled steel that is not further processed is used for such applications as panelsin
electrical equipment and appliances, or for body partsin automobiles, where surface finish or strength-to-
weight ratio isimportant but resistance to corrosion is not important. Cold-rolled steel is also used for
automotive transmission and seat belt components,® and serves as a material for utensils, cutting tools, and
cutlery. HTS statistical reporting numbers for subject carbon and aloy steel cold-rolled sheet and strip
(cold-rolled) are presented in table FLAT I1-4.

Table FLAT II-4

Cold-rolled: Subject HTS statistical reporting numbers
Statistical reporting numbers

Item
Cold-rolled*

7209.15.0000
7209.16.0030
7209.16.0060
7209.16.0070
7209.16.0090
7209.16.0091
7209.17.0030
7209.17.0060
7209.17.0070
7209.17.0090
7209.17.0091

Notes appear on following page.

7209.18.1530
7209.18.1560
7209.18.2510
7209.18.2520
7209.18.2550
7209.18.2580
7209.18.6000
7209.18.6020
7209.18.6090
7209.25.0000
7209.26.0000

7209.27.0000
7209.28.0000
7209.90.0000
7211.23.1500
7211.23.2000
7211.23.3000
7211.23.4500
7211.23.6030
7211.23.6060
7211.23.6075
7211.23.6085

7211.29.2030
7211.29.2090
7211.29.4500
7211.29.6030
7211.29.6080
7211.90.0000
7225.19.0000
7225.50.7000
7225.50.8010
7225.50.8015
7225.50.8085

7226.19.1000
7226.19.9000
7226.92.5000
7226.92.7005
7226.92.7050
7226.92.8005
7226.92.8050

% See Certain Carbon Steel Products, Invs. Nos. AA1921-197 (Review), 701-TA-231, 319-320, 322, 325-328,
340, 342, and 348-350 (Review), and 731-TA-573-576, 578, 582-587, 604, 607-608, 612, and 614-618 (Review),
Publication 3364, November 2000, pp. Cold-1-14-16 for discussion of seat belt retractor steel.
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! The temporary HTS subheadings for cold-rolled steel established by proclamation or delegated authority pursuant to trade
legislation during 2002-03 were:

(1) 9903.72.85 for products outside the scope of the section 201 investigation and therefore excluded from the remedy, and
9903.72.86 through 9903.72.90, 9903.72.92 through 9903.72.96, 9903.75.15 through 9903.75.19, 9903.75.27, 9903.75.30
through 9903.75.46, 9903.75.48, 9903.75.49, 9903.75.51, 9903.75.53, 9903.75.56, 9903.75.57, 9903.75.59, 9903.75.60,
9903.75.68 through 9903.75.72, and 9903.75.76 through 9903.75.97 for other products excluded from the section 203
remedy,

(2) 9903.72.97 through 9903.73.00, 9903.75.20 through 9903.75.26, 9903.75.28, 9903.75.29, 9903.75.50, 9903.75.52,
9903.75.54, 9903.75.55, 9903.75.58, 9903.75.62 through 9903.75.67, and 9903.75.73 through 9903.75.75 for products
entered in quantities up to stated limits (ranging from 3 tons to 20,000 tons) without additional tariffs, and

(3) 9903.73.02, 9903.73.03, and 9903.73.04 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.

As indicated in (2), certain temporary subheadings specify particular types of cold-rolled steel which are excluded from the

additional tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of

each exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the
temporary HTS subheading. Whenever imports of a particular type of cold-rolled steel exceed the specified quantitative limit,
then the quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would
instead be covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

Coated

This category includes corrosion-resistant and other coated sheet and strip (collectively referred
tointhissection as*“ coated” steel). Coated steel isflat-rolled carbon or aloy steel with ametallic or
nonmetallic coating, other than clad or tin mill products. Corrosion resistanceis used to prolong the
useful life of end products in areas where the product is visible or exposed to weather or other corroding
agents. The category includes steel that is galvanized (i.e., coated with zinc), aluminized, coated with
zinc-aluminum alloy, galvannealed (heat-treated after coating), coated with a mixture of lead and tin (i.e.,
terne plate and terne coated sheets), painted, and coated with plastic. Galvanized steel is used to provide
corrosion resistance in automobile parts, garbage cans, storage tanks, and building products. Terne
principaly is used in the manufacture of gasoline tanks, although it also can be found in chemical
containers, oil filters, television chassis, highway equipment (e.g., guardrails, bridgedecks, and signs), and
agricultural buildings and equipment. HTS statistical reporting numbers for subject carbon and aloy steel
corrosion-resistant and other coated sheet and strip (coated) are presented in table FLAT 11-5.
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Table FLAT II-5

Coated: Subject HTS statistical reporting numbers

Iltem

Statistical reporting numbers

Coated*

7210.20.0000

7210.61.0000

7210.90.6000

7212.30.5000

7225.92.0000

7210.30.0030

7210.69.0000

7210.90.9000

7212.40.1000

7225.99.0010

7210.30.0060
7210.41.0000

7210.70.3000
7210.70.6030

7212.20.0000
7212.30.1030

7212.40.5000
7212.50.0000

7225.99.0090
7226.93.0000

7210.49.0030

7210.70.6060

7212.30.1090

7212.60.0000

7226.94.0000

7210.49.0090

7210.70.6090

7212.30.3000

7225.91.0000

7226.99.0000

! The temporary HTS subheadings for coated steel established by proclamation or delegated authority pursuant to trade
legislation during 2002-03 were:

(1) 9903.73.07 and 9903.73.08 for products outside the scope of the section 201 investigation and therefore excluded from the
section 203 remedy, and 9903.73.09 through 9903.73.14, 9903.76.00 through 9903.76.09, 9903.76.11 through 9903.76.13,
9903.76.17 through 9903.76.19, 9903.76.21 through 9903.76.25, 9903.79.60 through 9903.79.71, 9903.79.77, 9903.79.79,
and 9903.79.80 for other products excluded from the section 203 remedy,

(2) 9903.76.10, 9903.76.14 through 9903.76.16, 9903.76.20, 9903.79.72 through 9903.79.76, and 9903.79.78 for products
entered in quantities up to stated limits (ranging from 500 tons to 80,000 tons) without additional tariffs, and

(3) 9903.73.21, 9903.73.22, and 9903.73.23 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.

As indicated in (2), certain temporary subheadings specify particular types of coated steel which are excluded from the additional

tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each

exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the
temporary HTS subheading. Whenever imports of a particular type of coated steel exceed the specified quantitative limit, then
the quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be
covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

MARKET ENVIRONMENT
Changes in U.S. Demand

The overall demand for certain carbon and alloy flat-rolled steel depends on the demand for a
variety of end-use applications. Demand for slab isinfluenced by the demand for hot-rolled, cold-rolled,
and coated stedd. Demand for plate is influenced by the production of ships and barges, storage tanks,
heavy machinery, bridges, railcars, machine parts, pressure vessels, and off-shore drilling platforms.
Demand for hot-rolled sheet and strip is dependent on demand for further-processed steel, such as cold-
rolled, as well as those productsin which it isadirect raw material, such as construction or automobiles.
Demand for cold-rolled sheet and strip depends on demand in the appliance, automotive, construction,
container, and other industriesin which it is used. Demand for coated steel isinfluenced by demand in
the automotive and construction industries.

Asshown in OVERVIEW Part I1, the value of U.S. manufacturers shipments of transportation
equipment increased by 11.5 percent during the period for which data were collected (table OVERVIEW
I1-1). Most recently, the value of U.S. manufacturers’ shipments of transportation equipment have
dropped by 5.8 percent from first quarter 2004 to first quarter 2005. The value of U.S. nonresidential
construction put in place increased dightly by 3.9 percent during the period for which datawere
collected.

The data collected by the Commission indicate that apparent U.S. consumption of slab increased
by 4.9 percent from 2001 to 2004; apparent U.S. consumption of plate increased by 9.8 percent; apparent
U.S. consumption of hot-rolled products increased by 15.9 percent; apparent U.S. consumption of cold-
rolled productsincreased by 7.0 percent; and apparent U.S. consumption of coated products increased by
50.7 percent over the same period.

In the monitoring investigation, 23 of 36 responding U.S. certain carbon and aloy flat-rolled steel
producers reported that U.S. demand had decreased from March 2002 to March 2003, seven reported that
demand remained the same, and six reported that demand had increased over the same period. U.S.
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certain carbon and alloy flat-rolled steel producers that reported decreased demand in the monitoring
investigation generally cited the slowing U.S. economy, particularly weakness in the construction,
automotive, office furniture, capital spending, and appliance market sectors. U.S. certain carbon and
aloy flat-rolled steel producers that reported increased demand in the monitoring investigation cited
factors such as the strong U.S. automotive market and atemporary spike in spending for homeland
security and military requirements.”

In the current evaluation, 13 of 22 responding U.S. certain carbon and alloy flat-rolled steel
producers reported in the current evaluation that U.S. demand remained the same from March 2002 to
December 2003, six reported that demand increased over the same period, two reported that demand
fluctuated, and one reported that demand in the United States decreased.”> U.S. certain carbon and alloy
flat-rolled steel producers that reported increased demand from March 2002 to December 2003 generally
cited the improving U.S. economy, particularly in the manufacturing sector; the attractiveness of U.S.
exports to the rest of the world due to the weak dollar; and growing demand in China. Twenty-two of 29
responding certain carbon and aloy flat-rolled steel producers in the current evaluation reported that U.S.
demand for steel increased from January 2004 to March 2005, six reported that demand stayed the same
over the period, and one reported that demand was stable in Europe while growing in Asia. U.S. certain
carbon and alloy flat-rolled steel producers that reported increased demand from January 2004 to March
2005 mostly cited the strong demand in China. Other factors included the continued economic recovery
worldwide, particularly in the manufacturing, construction, and automotive market sectors; the continued
attractiveness of U.S. exports to the rest of the world due to the weak dollar; and increased demand in
India. One producer also noted that some of the increase in domestic demand during this period was due
to a perceived shortage of domestic supply in the face of rising prices. Four firms aso noted that demand
for U.S. steel products began to slow in 2005. Two producers attributed this fall-off in demand to
China s expanding domestic production capacity and the slowing of U.S. economic activity, particularly
in the automotive sector. Another producer also reported that the U.S. manufacturing sector is
increasingly moving offshore, which negatively impacts domestic demand for steel.

Twenty-one of 25 responding U.S. certain carbon and alloy flat-rolled steel producers reported in
the current evaluation that there had been no changes in the types or prices of substitute products from
March 2002 to December 2003. Twenty-four of 29 responding U.S. certain carbon and aloy flat-rolled
steel producers reported that there were no changes in the types or prices of substitute products from
January 2004 to March 2005. One producer reported that the prices of all substitute products, especially
plastics and aluminum, experienced a sharp spike in 2004. Another producer reported that the significant
increases in steel prices in 2004-05 have made concrete and asphalt more attractive to consumersin the
roofing market. One responding U.S. certain carbon and alloy flat-rolled steel producer reported
increased competition from stainless steel products; another producer reported that cold-rolled steel
products increasingly gained market share against light-gauge hot-rolled steel products; and one producer
reported that fluctuations in the price of concrete increased demand for that product for usein
infrastructure projects. Another producer noted that hot-dipped galvanized steel products continued to
replace electro galvanized products in some markets.

4 Seel: Monitoring Developments in the Domestic Industry, Inv. No. TA-204-09, USITC Publication 3632,
September 2003, p. FLAT 11-6, n. 5.

® The U.S. certain carbon and alloy flat-rolled steel producers cited in this section include one toll processor.
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Changes in U.S. Supply

Prior to the imposition of section 201 tariff relief, several U.S. flat steel producers filed for
bankruptcy and shut down their operations. Most importantly, LTV, aproducer of hot- and cold-rolled
sheet, galvanized sheet, tin-plate, and pipe and tubing, with raw steel capacity of 8 million short tons,
filed for bankruptcy in December 2000 and closed its operations in December 2001. Other U.S. flat steel
producers that filed for bankruptcy and shut down their operations prior to section 201 tariff relief
include: Trico Steel (aproducer of hot-rolled sheet with raw steel capacity of 2.2 million short tons)
which filed for bankruptcy in March 2001 and shut down its operationsin March 2001; Acme Metals (a
producer of hot- and cold-rolled sheet with raw steel capacity of 1.2 million short tons) which filed for
bankruptcy in September 1998 and shut down in October 2001; Great Lakes Metals (an electro-
galvanizing processor) which filed for bankruptcy in April 2001 and shut down its operationsin July
2001; GalvPro (a producer of galvanized sheet) which shut down its operationsin March 2001 and filed
for bankruptcy in August 2001; and Geneva Steel (a producer of plate, hot-rolled sheet, pipe, and slabs
with raw steel capacity of 2.5 million short tons) which filed for bankruptcy in February 1999, emerged
from bankruptcy as Geneva Steel Holdings in January 2001, shut down its operationsin December 2001,
and filed for bankruptcy again in January 2002.

Following imposition of the section 201 relief, four of these firms were acquired by other steel-
producing firms and were able to restart their operations. LTV’ sflat operationswere acquired by ISG in
April 2002 and were restarted in May and June 2002. Acme’ s flat-rolling assets were acquired by 1SG in
October 2002 and restarted in December 2002. Trico Steel’ s flat operations were acquired by Nucor in
July 2002 and restarted in September 2002. GalvPro was acquired by Steel Dynamics in February 2003
and restarted production in July 2003. Also during this period, however, Cold Metal Products, a producer
of cold-rolled sheet and strip, filed for bankruptcy and liquidated its Indianapolis, IN and Y oungstown,
OH plantsin August 2002.° In 2002, the assets of Material Science Corporation in Richmond, CA were
acquired and shut down by Steelscape, a producer of cold-rolled sheet and strip and coated sheet and
strip.

The steel-producing operations of National Steel Corporation and National Steel Pellet Company,
which filed for bankruptcy in March 2002, were acquired by U.S. Steel in May 2003. WCI (a producer of
dabs; plate; and hot-rolled, cold-rolled, and corrosion-resistant steel) filed for bankruptcy in September
2003 and is currently operating as “ debtor-in-possession.” Weirton Stedl declared bankruptcy in May
2003, was acquired by 1SG one year later, and hasidled one of its blast furnaces. U.S. Steel exchanged a
plate mill at Gary Works for the assets of apickle line at Indiana Harbor Works operated by ISG in
November 2003. Rouge Steel Company and QS Steel Incorporated were acquired in January 2004 by
Severstal, a Russian producer of hot-rolled sheet, strip, and coils; cold-rolled sheet and strip, other than
GOES; and corrosion-resistant and other coated sheet and strip. A cold-rolling mill operated by
Worthington Industriesin Decatur, AL, was acquired by Nucor in May 2004 and was subsequently closed
in August 2004. A plate and sheet mill operated by Corusin Tuscaloosa, AL was acquired by Nucor in
June 2004. A coil paint line of Mangatrax Corporation in Fairfield, AL was acquired by Steelscapein
December 2004. At the end of 2004, | SG, which had previously acquired bankrupt Bethlehem Steel, was
acquired by Mittal Steel, officially changing its name to Mittal Steel USA 1SG, Inc., in April 2005.

Asshown in the table FLAT 11-6, U.S. certain carbon and alloy flat-rolled steel producersin the
current evaluation reported few marketing changes from March 2002 to December 2003. Seven
producers reported changes in lead times from production over the period. Most of these producers
reported experiencing longer lead times during this period. Eight producers reported changes in product
range which mostly resulted from the acquisition of other steel mills.

® Seetable FLAT I-3.
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Table FLAT II-6
Certain carbon and alloy flat-rolled steel: U.S. producer responses to questions regarding firms’ activities
from March 2002 to December 2003 and from January 2004 to March 2005

March 2002 to January 2004 to
December 2003 March 2005
Marketing practice Number of producers Number of producers
No Yes No Yes
Efforts to increase product availability 14 3 14 10
Change in geographic market 30 3 29 6
Change in share of sales from inventory 20 2 20 2
Change in average lead times from inventory 17 0 15 3
Change in average lead times from production 27 7 17 15
Change in product range 24 8 23 10
Change in demand for or production of alternate products 23 1 23 2
| D S I D S
Change in order backlogs® 13 7 17 22 12 6
Change in on-time shipping percentage* 6 1 28 8 7 22
! The numbers in these columns represent the number of responding producers that reported that the practice increased (1),
decreased (D), or stayed the same (S) for over the specified time period. Some producers responded that the practice both
increased and decreased over the same period.
Note—Not all producers answered for all of the marketing practices.
Source: Compiled from data submitted in response to Commission questionnaires.

U.S. certain carbon and alloy flat-rolled steel producersin the current evaluation reported
additional changesin market practices from January 2004 to March 2005. Ten producers reported efforts
to increase product availability, which mostly included improvements or additions to existing eguipment.
Fifteen producers reported changes in the lead times from production. Most of these producers reported
that lead times were extended as order volumes increased. Others reported that lead times fluctuated over
the period and have generally decreased or stabilized since the fourth quarter of 2004. Ten producers
reported changes in product range over the period, mostly including the addition of higher grades of
products. A majority of producers reported an increase in order backlogs since 2004.

In the monitoring investigation, 177 of 340 responding certain carbon flat-rolled product
purchasers reported experiencing difficulties procuring steel in the quantities necessary to meet their
needs from March 2002 to March 2003. One hundred sixty-seven of 314 responding certain carbon and
alloy flat-rolled steel purchasers reported increased average lead times for their purchases of domestic
steel, 118 reported no change in domestic lead times, and 29 reported decreased domestic lead times.
Certain carbon and alloy flat-rolled steel purchasers were asked to identify actions taken by domestic
producers March 2002 to March 2003 to make a positive adjustment to import competition.” Of 342
responding purchasers in the monitoring investigation, 223 purchasers did not indicate that producers had
taken any such actions. However, 27 of 342 responding purchasers reported that domestic producers had
introduced new or innovative products, 35 reported that domestic producers had improved product
quality, 42 reported that domestic producers had expanded marketing efforts, 38 reported that domestic

" Purchasers were asked to indicate whether domestic producers had taken any of the following actions:
introduction of new or innovative product, improved product quality, expansion of marketing efforts including e-
commerce, improvementsin customer service, and other efforts to make a positive adjustment to import competition.
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producers had improved customer service, and 51 reported that domestic producers had made other
positive adjustment efforts.®

Based on data compiled in this evaluation, U.S. certain carbon and alloy flat-rolled steel
producers average capacity utilization increased from 76.7 percent in 2001 to 82.6 percent in 2004
(down somewhat from 83.7 percent in 2002). In 2004, capacity utilization for U.S. producers of slab was
83.5 percent; 64.3 percent for U.S. producers of plate; 86.0 percent for U.S. producers of hot-rolled
products; 78.6 percent for U.S. producers of cold-rolled products; and 82.9 percent for U.S. producers of
coated products. 1n 2004, inventories as a percentage of total shipments were 1.0 percent for U.S.
producers of slab; 3.9 percent for U.S. producers of plate; 2.8 percent for U.S. producers of hot-rolled
products; 6.5 percent for U.S. producers of cold-rolled products; and 6.9 percent for U.S. producers of
coated products. 1n 2004, exports accounted for 0.04 percent of total shipments of U.S. slab producers;
9.0 percent of total shipments of U.S. plate producers; 1.0 percent of total shipments of U.S. hot-rolled
producers; 1.7 percent of total shipments of U.S. cold-rolled producers; and 3.9 percent of total shipments
of U.S. coated producers.

Timeline

Figure FLAT 11-1 shows quarterly shipments of certain flat products by U.S. producers, and total
imports as well as imports separately from countries subject to the safeguard measures and countries
exempt from the safeguard measures, along with atimeline of significant events that may have influenced
the market environment. Shipment data for domestic producers depicted in the graph are from the
American Iron and Steel Institute, and may differ somewhat from shipment data presented elsewhere in
this report, which are based on questionnaire data (which do not include quarterly data). Import dataare
consistent with those in other tables presented in this report. The timeline showing significant events
includes significant supply changes due to shutdowns (shown below the timeline),® startups and restarts of
U.S. producing plants (shown above the line). Also shown above the line are significant safeguard dates,
while antidumping and countervailing duty orders are shown below the line.*°

The supply of flat products in the United States was affected significantly by the shutdowns of
steel operations, particularly by those of Acme in October 2001, and both Genevaand LTV in December
2001. Therestart of the LTV operations by their new owner, Internationa Steel Group (1SG), in May and

8 Some purchasers reported more than one of these actions.

® There were two major closures as aresult of fire damage during the period examined. On May 31, 2001, afire
heavily damaged the cold-rolling operations at USS-POSCO’ s Pittsburg, CA facility. Finishing and shipment of
products were halted after inventory in process was exhausted; however, the duration of the full interruption was
limited. Finishing and shipping resumed, using product cold rolled in Korea or in U.S. Steel plants. The supply
impact of the interruption was for a period of about 45 days, followed by a period of about 6 months during which
imports from POSCO, the Korean parent company of USS-POSCO, were in the form of cold-rolled sheet rather than
hot-rolled sheet. The fire damage was repaired and production resumed in January 2002. On December 15, 2001, a
major fire damaged the Dearborn, M1 coating line of Double Eagle Steel Co., jointly owned by U.S. Steel and Rouge
Steel Co. Double Eagleisthe world' s largest electrogalvanizing facility. Repairs were made and production
resumed in early September 2002. During the interruption, production was diverted to other coating lines and some
customers may have opted to use hot-dip galvanized steel rather than el ectrogal vanized due to capacity restraints.

10 Commerce issued antidumping duty orders on hot-rolled carbon flat steel on the following dates:. September
19, 2001 (Argentinaand South Africa, 66 FR 48242 for both orders in one notice), November 21, 2001 (Kazakhstan,
66 FR 58435), November 29, 2001 (China, the Netherlands, Romania, Taiwan, Thailand, and Ukraine, 66 FR 59561,
59565, 59566, 59563, 59562, and 59559, respectively), and December 3, 2001 (India and Indonesia, 66 FR 60194
and 60192, respectively). Commerce also issued countervailing duty orders on hot-rolled carbon flat steel on the
following dates: September 11, 2001 (Argentina, 66 FR 47173) and December 3, 2001 (Indiaand Indonesia, 66 FR
60198 (for both ordersin one notice), South Africaand Thailand, 66 FR 60201 and 60197, respectively).
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June 2002; the restart of the former Trico plant by its new owner, Nucor, in September 2002; and the
restart of the Acme plant by 1SG in December 2002, restored most of the idled capacity to the market.

U.S. INDUSTRY DATA

Tables FLAT I1-7 through FLAT 11-12 present information on U.S. carbon and aloy flat-rolled
steel producers’ capacity, production, shipments, inventories, and employment. The Commission
received usable questionnaire responses from awide range of carbon and alloy flat-rolled steel
producers,™ many of which produced more than one form of the product (11 slab producers,*? 12 plate
producers,® 20 hot-rolled producers,** 21 cold-rolled producers,® and 22 coated producers).'®
Responding producers accounted for nearly 65 million short tons of flat-rolled steel commercial
shipmentsin 2004. This response represents approximately 94 percent of domestic flat-rolled steel
shipments as reported to the American Iron and Steel Institute.” Responding U.S. producers are believed
to account for a substantial share of U.S. production capacity during the period January 2001-March
2005.'8

™ The Commission also received producer questionnaires from six companies that operate solely astoll
processors. To prevent double counting, their tolling production is not included in the trade and financial tables that
appear in thisreport. Four of the six toll processors *** produce coated steel and reported a combined production
capacity of 2,663,596 short tons and production of 2,066,132 short tonsin 2004. A fifth company, *** produces
plate and reported production capacity of *** short tons and production of *** in 2004. The sixth toll processor,
*** provided pricing data only.

2 The following firms reported calendar-year 2000 slab production (in short tons) in the original safeguard
investigation but did not provide datain the current evaluation: ***.,

3 The following firms reported calendar-year 2000 plate production (in short tons) in the original safeguard
investigation but did not provide datain the current evaluation; ***.

4 The following firms reported calendar-year 2000 hot-rolled production (in short tons) in the original safeguard
investigation but did not provide datain the current evaluation: ***.

%% The following firms reported calendar-year 2000 cold-rolled production (in short tons) in the original safeguard
investigation but did not provide datain the current evaluation; ***.

18 The following firm reported calendar-year 2000 coated production (in short tons) in the original safeguard
investigation but did not provide datain the current evaluation: ***.

7 A1SI’ s dataindicate that domestic mills commercial flat-rolled shipments in 2004 were 68.8 million short tons.
American Iron and Steel Ingtitute, AlS 10, compiled from monthly reports.

18 Despite repeated requests, trade data for Nucor-Tuscaloosa, formerly Corus Tuscal00sa, were not reported for
2001-June 2004. Tuscaloosa had reported production capacity (in short tons) of *** for dab, *** for plate and ***
for hot-rolled steel in April 2000-March 2001. Trade datafor Geneva Steel, which shut down in December 2001,
were not available for July-December 2001. Accordingly, slab, plate, and hot-rolled steel data are understated for
2001-June 2004. In addition, because *** did not provide datain the current evaluation, staff obtained limited hot-
rolled trade, financial, and pricing data from the producer questionnaire submitted by this company in Certain Hot-
Rolled Flat-Rolled Carbon-Quality Seel Products from Brazl, Japan, and Russia, Inv. Nos. 701-TA-384 and 731-
TA-806-808 (Review). Asaresult, slab, cold-rolled, and coated steel data are understated for the entire period, as
are hot-rolled datain the interim periods.
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Figure FLAT II-1
Certain flat steel: Quarterly imports and domestic mill net shipments, antidumping (AD) and countervailing duty (CVD)
orders, facility shutdowns and startups or restarts, and investigation milestones, January 2001-March 2005
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1 Domestic mill shipments, excluding shipments to reporting companies.

Source: Compiled from official statistics of the U.S. Department of Commerce; statistics of the American Iron and Steel Institute, AIS 10 (various
months); and publicly available information.



Table FLAT II-7

Certain carbon and alloy flat-rolled steel: U.S. producers’ capacity, production, and capacity utilization,
by form, 2001-04, January-March 2004, and January-March 2005

January- January-
Item 2001 2002 2003 2004 March 2004* = March 2005"
Quantity (short tons)
Capacity:
Slab 58,959,096 55,094,696 53,839,583 60,427,429 15,029,336 15,320,436
Plate 9,067,495 8,726,395 8,581,800 8,102,184 1,984,871 2,162,821
Hot-rolled 76,652,677 71,617,506 78,882,384 79,911,439 18,668,913 18,486,423
Cold-rolled 44,755,762 41,160,662 42,746,434 42,958,783 10,970,798 11,375,166
Coated 24,609,250 23,319,051 24,613,787 25,331,996 6,989,273 6,888,948
Total? 214,044,280 199,918,310 208,663,988 216,731,831 53,643,191 54,233,794
Plate and hot-rolled
only® 85,720,172 80,343,901 87,464,184 88,013,623 20,653,784 20,649,244
Production:
Slab 48,024,546 46,656,946 45,500,138 50,479,000 12,895,633 12,433,406
Plate 4,553,619 4,743,525 4,885,359 5,211,797 1,249,994 1,480,912
Hot-rolled 61,216,008 63,383,970 65,099,361 68,689,346 15,796,593 15,026,995
Cold-rolled 31,873,803 32,990,420 31,399,141 33,755,595 8,540,123 8,281,999
Coated 18,432,300 19,527,459 18,746,094 20,987,890 5,123,163 5,012,847
Total® 164,100,276 167,302,320 165,630,093 179,123,628 43,605,506 42,236,159
Plate and hot-rolled
only® 65,769,627 68,127,495 69,984,720 73,901,143 17,046,587 16,507,907
Ratio (percent)
Capacity utilization:
Slab 815 84.7 84.5 83.5 85.8 81.2
Plate 50.2 54.4 56.9 64.3 63.0 68.5
Hot-rolled 79.9 88.5 82.5 86.0 84.6 81.3
Cold-rolled 71.2 80.2 73.5 78.6 77.8 72.8
Coated 74.9 83.7 76.2 82.9 73.3 72.8
Average? 76.7 83.7 79.4 82.6 81.3 77.9
Average, plate and hot-
rolled only® 76.7 84.8 80.0 84.0 82.5 79.9

' The Commission lacks complete interim period data for ***

2005 are understated.

. Therefore, data for January-March 2004 and January-March

2 Caution should be used in interpreting the data presented in this table because of the potential for multiple counting (e.g.,
slabs are typically an upstream form of hot-rolled which in turn is typically an upstream form of most cold-rolled, etc.).

3 ltis believed that double-counting of plate and hot-rolled is minimal. However, data will be understated by the amount of
imported hot-rolled or cold-rolled steel that is processed by domestic producers into other downstream forms of certain carbon

and alloy flat-rolled steel.

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

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT 11-8

Certain carbon and alloy flat-rolled steel: U.S. producers’ U.S. shipments, by form, 2001-04, January-March 2004, and

January-March 2005

January- January-
Item 2001 2002 2003 2004 March 2004* March 2005*
Quantity (short tons)
Slab 49,013,593 47,987,935 47,276,226 50,941,949 12,908,259 12,664,060
Plate 4,283,999 4,505,687 4,540,382 4,833,258 1,182,391 1,356,022
Hot-rolled 59,768,182 61,552,698 62,843,119 67,458,511 15,554,329 15,100,324
Cold-rolled 30,309,670 32,367,413 30,516,955 33,389,711 8,589,623 8,209,170
Coated 14,085,293 18,781,915 17,794,037 20,640,796 5,559,610 5,054,418
Total* 157,460,737 165,195,648 162,970,719 177,264,225 43,794,212 42,383,994
Value ($1,000)
Slab 9,558,216 10,887,526 10,369,305 15,150,207 3,435,287 3,995,320
Plate 1,653,967 1,730,149 1,664,483 3,212,988 625,788 1,158,730
Hot-rolled 15,638,468 19,192,921 18,857,640 35,624,576 6,385,452 9,199,292
Cold-rolled 11,696,082 13,193,598 12,017,497 18,442,244 3,989,561 5,540,190
Coated 8,919,890 9,780,574 9,529,981 14,031,361 3,260,942 3,766,367
Total? 47,466,623 54,784,768 52,438,906 86,461,376 17,697,029 23,659,899
Unit value (per short ton)

Slab $195 $227 $219 $297 $266 $315
Plate 386 384 367 665 529 855
Hot-rolled 262 312 300 528 411 609
Cold-rolled 386 408 394 552 464 675
Coated 633 521 536 680 587 745
Average? 301 332 322 488 404 558

! The Commission lacks complete interim period data for ***. Therefore, data for January-March 2004 and January-March

2005 are understated.

2 Caution should be used in interpreting the data presented in this table because of the potential for multiple counting (e.g.,
slabs are typically an upstream form of hot-rolled which in turn is typically an upstream form of most cold-rolled, etc.)

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

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT II-9

Certain carbon and alloy flat-rolled steel: U.S. producers’ commercial U.S. shipments, by form, 2001-04,
January-March 2004, and January-March 2005

January- January-
March March
Item 2001 2002 2003 2004 2004* 2005*
Quantity (short tons)
Slab 19,046 430,052 887,051 309,038 33,813 33,685
Plate 4,023,509 4,182,313 4,380,147 4,752,481 1,153,351 1,282,941
Hot-rolled 22,487,695 @ 23,179,596 @ 24,658,253 26,186,077 6,503,720 6,175,730
Cold-rolled 10,816,078 | 12,170,594 @ 12,197,919 13,805,532 3,536,623 3,359,531
Coated 13,723,384 = 18,292,629 17,229,838 @ 19,656,287 5,090,365 4,548,670
Total 51,069,712 = 58,255,184 @ 59,353,208 64,709,415 16,317,872 @ 15,400,557
Value ($1,000)
Slab 3,211 105,048 196,302 120,236 9,184 8,919
Plate 1,554,890 1,591,111 1,596,793 3,162,020 610,844 1,088,367
Hot-rolled 6,069,637 7,151,386 7,412,618 @ 14,077,257 2,717,244 3,816,906
Cold-rolled 4,749,322 5,213,809 5,079,239 7,843,729 1,674,533 2,330,603
Coated 8,750,665 9,549,556 9,254,211 = 13,421,421 2,995,202 3,404,175
Total 21,127,725 @ 23,610,910 @ 23,539,163 38,624,663 8,007,007 10,648,970
Unit value (per short ton)
Slab $169 $244 $221 $389 $272 $265
Plate 386 380 365 665 530 848
Hot-rolled 270 309 301 538 418 618
Cold-rolled 439 428 416 568 473 694
Coated 638 522 537 683 588 748
Average 414 405 397 597 491 691

! The Commission lacks complete interim period data for ***. Therefore, data for January-March 2004 and January-March
2005 are understated.

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

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT II-10
Certain carbon and alloy flat-rolled steel: U.S. producers’ export shipments, by form, 2001-04, January-
March 2004, and January-March 2005

January- January-
March March
Item 2001 2002 2003 2004 2004* 2005*
Quantity (short tons)
Slab 26,968 55,511 79,694 22,576 9,174 4,633
Plate 213,874 245,103 316,827 435,622 110,012 89,317
Hot-rolled 441,414 498,158 1,480,649 679,651 166,087 130,881
Cold-rolled 551,605 516,040 575,644 556,682 146,383 140,890
Coated 782,639 767,859 666,926 805,388 203,693 182,851
Total 2,016,500 2,082,671 3,119,740 2,499,919 635,349 548,572
Value ($1,000)
Slab 6,162 11,786 17,571 9,937 3,473 2,294
Plate 76,978 91,500 113,589 295,939 53,670 75,603
Hot-rolled 130,765 161,936 426,309 362,143 68,435 84,246
Cold-rolled 254,699 257,152 243,850 283,470 66,474 101,986
Coated 494,295 481,041 403,974 558,520 130,818 136,835
Total 962,899 1,003,415 1,205,293 1,510,009 322,870 400,964
Unit value (per short ton)
Slab $228 $212 $220 $440 $379 $495
Plate 360 373 359 679 488 846
Hot-rolled 296 325 288 533 412 644
Cold-rolled 462 498 424 509 454 724
Coated 632 626 606 693 642 748
Average 478 482 386 604 508 731

! The Commission lacks complete interim period data for ***. Therefore, data for January-March 2004 and January-March
2005 are understated.

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

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

Certain carbon and alloy flat-rolled steel: U.S. producers’ end-of-period inventories, by form, 2001-04,
January-March 2004, and January-March 2005

January- January-
March March
Item 2001 2002 2003 2004 2004? 2005°
Quantity (short tons)
Slab 926,584 1,070,509 440,134 531,878 663,823 631,905
Plate 356,239 281,633 157,572 203,261 120,580 153,420
Hot-rolled 2,476,030 1,917,280 1,708,575 1,923,846 1,072,726 1,254,514
Cold-rolled 3,071,138 1,574,061 2,432,901 2,212,049 1,926,636 2,001,706
Coated 1,863,958 1,890,156 1,875,313 1,479,052 1,064,738 1,306,188
Total 8,693,949 6,733,639 6,614,495 6,350,086 4,848,503 5,347,733
Ratio to total shipments (percent)

Slab 1.9 22 0.9 1.0 1.3 1.2
Plate 7.9 5.9 3.2 3.9 2.3 2.7
Hot-rolled 4.1 3.1 2.7 2.8 1.7 21
Cold-rolled 10.0 4.8 7.8 6.5 5.5 6.0
Coated 12,5 9.7 10.2 6.9 4.6 6.2
Average’ 55 4.0 4.0 3.5 2.7 3.1

! May be understated to the extent that there is multiple counting of the denominator (e.g., slabs are typically an upstream form
of hot-rolled which in turn is typically an upstream form of most cold-rolled, etc., and therefore total shipments can include
shipments of slab and shipments of forms made from it in the same reporting period). There is no double counting of inventories
since they are reported as of the end of each period.

2 The Commission lacks complete interim period data for ***. Therefore, data for January-March 2004 and January-March

2005 are understated.

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

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT II-12

Certain carbon and alloy flat-rolled steel: U.S. producers’ production and related workers, hours worked, wages paid, hourly
wages, productivity, and unit labor costs, by form, 2001-04, January-March 2004, and January-March 2005"

January- January-
March March
Item 2001 2002 2003 2004 2004° 20052
Production and related workers
Slab 7,487 6,715 5,349 5,398 4,946 4,854
Plate 5,357 4,441 3,222 2,678 2,196 2,227
Hot-rolled 28,520 25,554 25,470 23,986 19,164 18,519
Cold-rolled 22,853 19,547 13,604 12,959 13,235 12,829
Coated 21,890 19,037 14,424 13,232 13,518 12,879
Total 86,107 75,294 62,069 58,253 53,059 51,308
Hours worked (1,000 hours)
Slab 15,872 15,106 10,367 11,171 2,807 2,827
Plate 11,423 10,082 7,262 6,180 1,507 1,584
Hot-rolled 59,839 54,754 54,338 53,736 11,051 10,353
Cold-rolled 47,642 42,417 29,778 30,036 7,592 7,247
Coated 49,730 45,144 37,359 37,271 9,701 8,806
Total 184,506 167,502 139,104 138,394 32,658 30,817
Wages paid ($1,000)
Slab 480,513 463,883 363,290 382,351 93,410 103,704
Plate 269,313 244,143 177,635 164,780 39,786 42,115
Hot-rolled 1,573,120 1,475,405 1,620,255 1,664,984 348,445 347,046
Cold-rolled 1,283,546 1,163,831 937,171 987,937 247,290 252,223
Coated 1,236,401 1,135,873 1,022,362 1,037,624 266,837 274,674
Total 4,842,892 4,483,135 4,120,713 4,237,676 995,767 1,019,761
Hourly wages
Slab $30.27 $30.71 $35.04 $34.23 $33.28 $36.68
Plate 23.58 24.22 24.46 26.66 26.40 26.59
Hot-rolled 26.29 26.95 29.82 30.98 31.53 33.52
Cold-rolled 26.94 27.44 31.47 32.89 32.57 34.80
Coated 24.86 25.16 27.37 27.84 27.51 31.19
Average 26.25 26.76 29.62 30.62 30.49 33.09
Productivity (short tons per 1,000 hours)
Slab 2,071.1 2,307.7 3,040.8 3,210.2 3,292.2 3,102.0
Plate 395.0 466.8 666.6 835.4 820.8 934.9
Hot-rolled 1,010.8 1,145.6 1,185.7 1,263.5 1,363.7 1,432.5
Cold-rolled 663.9 772.4 1,047.4 1,116.3 1,116.8 1,137.3
Coated 357.0 415.8 480.8 541.0 505.6 547.3
Average? 798.1 918.3 1,078.0 1,175.0 1,192.1 1,237.7
Unit labor costs (per short ton)
Slab $14.62 $13.31 $11.52 $10.66 $10.11 $11.83
Plate 59.69 51.87 36.69 31.92 32.17 28.44
Hot-rolled 26.01 23.52 25.15 24.52 23.12 23.40
Cold-rolled 40.58 35.52 30.05 29.46 29.17 30.60
Coated 69.63 60.52 56.91 51.46 54.41 56.99
Average® 32.89 29.14 27.48 26.06 25.58 26.74

Table continued. See footnotes at end of table.
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! The following firms did not provide employment data for the specified products: plate (***), hot-rolled (***), cold-rolled (***), and
coated (***). Hourly wages, productivity, and unit labor costs are calculated from data of firms providing both numerator and
denominator information for the specified products.

2The Commission lacks complete interim period data for ***. Therefore, data for January-March 2004 and January-March 2005 are
understated.

3 Caution should be used in interpreting the average productivity and unit labor cost data presented in this table because of the
potential for multiple counting of the production component of the ratio (e.g., slabs are typically an upstream form of hot-rolled which in
turn is typically an upstream form of most cold-rolled, etc. and forms produced in the same reporting period will be double counted in that
period). Therefore, productivity will be overstated and unit labor costs understated to the extent of the multiple counting.

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

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

Reporting U.S. producers aggregate output-related indicators are presented in table FLAT [1-7.
Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which increased
tariffs were in effect), the domestic industry’ s reported capacity decreased irregularly by 2.5 percent,
production increased irregularly by 0.9 percent, and capacity utilization increased irregularly by 2.7
percentage points. Between 2001 and 2003, the domestic industry’ s capacity (plate and hot-rolled only)
increased irregularly from 85.7 million short tonsto 87.5 million short tons, whileits production
increased steadily from 65.8 million short tons to 70.0 million short tons.*® Capacity utilization increased
from 76.7 percent to 80.0 percent. During this period several eventstook place that impacted domestic
steel capacity and production. *** reported that its *** mill ramped up production during the fourth
quarter of 2001 and the first quarter of 2002. In October 2003, *** began slab production. *** initsfirst
year of operation, reported a production capacity of *** short tonsin 2004. *** shut down its melt shop,
discontinuing itsflat steel production, in***, LTV Stedl entered bankruptcy and its facility wasidled for
amost six months spanning 2001-02. When ISG (now Mittal Steel USA 1SG) acquired LTV in April
2002 the plant was restarted. Similarly, Acme Metal’s Riverdale, IL plant was idled from October 2001
to December 2002 when it was restarted by its new owner, ISG. In 2003 *** lost *** short tons of
production due to an equipment failure, and *** closed its *** melt shop.

Between 2003 and 2004 (the year following the removal of the increased tariffs), output-related
indicators all rose modestly. The domestic industry’s capacity reportedly increased by 3.9 percent,
production increased by 8.1 percent, and capacity utilization increased by 3.3 percentage points. Between
2003 and 2004, the domestic industry’ s capacity (plate and hot-rolled only) increased dlightly by 0.6
percent, while its production increased from 70.0 million short tons to 73.9 million short tons, or by 5.6
percent. Capacity utilization increased from 80.0 percent to 84.0 percent. Improvementsin capacity
utilization reflect a number of factors, including the impact of facility closures and rationalization of
production.?® Two producers, ***, however, reported that their production in 2004 was constrained by a
lack of raw materials, namely coke, scrap, and slab.

Reporting U.S. producers aggregate output-related indicators, with the exception of capacity,
were higher in January-March 2004 than in January-March 2005 (the final period covered by the original
safeguard action). The domestic industry’s capacity reportedly was 1.1 percent lower, production was 3.1
percent higher, and capacity utilization was 3.4 percentage points higher in interim 2004 than in interim
2005. In these periods, the domestic industry’ s plate and hot-rolled output-related indicators followed
similar trends. Capacity (plate and hot-rolled only) was less than 0.05 percent higher, while production

1® Because of the sequential nature of production and further processing of many of the forms of flat-rolled steel,
the combined capacity and production of plate and hot-rolled steel provides a useful proxy for actual capacity and
production and for derivative calculations, such as capacity utilization.

% Nucor’s posthearing brief, p. 9.
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was 3.2 percent higher in January-March 2004 than in January-March 2005. Capacity utilization was 2.6
percentage points higher.

There are anticipated changes in the flat-rolled steel industry as existing and potential producers
make plans to add domestic capacity. Nucor operates a Castrip® pilot facility at the Crawfordsville, IN
sheet mill and has announced plans to build a second Castrip® facility in the United States.?? Most
recently, Daniel DiMicco has stated that the company is committed to establishing a second Castrip®
plant by the end of this year and that the plant will be located in the south-central United States, most
likely near a Nucor plant in either Blytheville, AR, or Jewett, TX.?® CSI reportedly has launched a
feasability study to determineif it should install an additional reheat furnace. Preliminary cost estimates
are $50-60 million; if approved, the project is expected to take 18 to 24 months to complete and would
increase CSI’ s hot-coil capacity by as much as 1 million tons a year.?

There are three potential new members of the domestic flat-rolled steel industry: California Coil
Processors, Leo Inc., and SteelCorr. California Coil Processors has received local permitsto build an
800,000-to-1-million-tons-per-year slab-fed hot-rolled operation. This project represents a $150-million
investment and construction is due to begin in mid-2005, with completion expected in 18 months.”® Leo
Inc. has been developing plans to construct a steel mill along the banks of the Ohio river since the mid-
1990s.* Financing-related delays have prevented the company from moving forward.?” Leo plansto
build a 1.2 million-tons-per-year combined carbon and hot-rolled steel slab conversion facility in
Kentucky.?® In July 2004 the Kentucky Economic Development Finance Authority gave preliminary
approval of up to $16 million in state tax credits over 10 years for the Leo project. This approval has
been extended until July 2006.2 MCC Corp., alarge Chinese construction company, has committed to

2 As discussed above, the Commission lacks interim period datafor ***. Therefore, datafor January-March
2004 and January-March 2005 are understated. Asnoted intable FLAT [-3, anumber of flat-rolled steel mills
closed over the period examined. The closure of mills such as Geneva Steel and Kentucky Electric Steel, and their
corresponding absence from the data collected, would tend to overstate a trend of increasing capacity, shipments,
and other performance indicators or understate a declining trend of such indicators over the period examined.

22 Seott Robertson, Nucor building up Castrip; second plant eyed, American Metal Market, January 31, 2005,
found at http://www.amm.com/subscrib/2005/jan/week4/0131tp02.htm, retrieved July 26, 2005.

2 Scott Robertson, Nucor hopping as ‘leapfrog’ iron alternate plans progress, American Metal Market, July 22,
2005, found at http://www.amm.com/News-2005-07-22 15-48-49.html, retrieved July 25, 2005, and Scott
Robertson, Castrip is out of the cradle and ready to make its mark, American Metal Market, April 29, 2005, found at
http://www.amm.com/news-2005-04-29 08-46-48.html.

2 Certain Hot-Rolled Flat-Rolled Carbon-Quality Steel Products From Brazil, Japan, and Russia, Invs. Nos.
701-TA-384 and 731-TA-806-808 (Review), USITC Publication 3767, April 2005, p. I11-5, and Frank Haflich, CS’s
hot-strip plan till in air, less urgency, American Metal Market, July 18, 2005, found at http://www.amm.com/news-
2005-07-18 15-02-16.html, retrieved July 26, 2005.

% Frank Haflich, California processor eyes move into hot roll, American Metal Market, January 19, 2005, found
at http://www.amm.com/subscrib/2005/jan/week3/0119tp02.htm, retrieved March 8, 2005, and Frank Haflich, CS
awaiting reheat furnace installation ‘go,” American Metal Market, January 27, 2005, found at
http://www.amm.com/subscrib/2005/jan/week4/0127tp05.htm, retrieved March 8, 2005.

% John E. Sacco, Stedl exec hopes this Leo roars like lion, American Metal Market, January 26, 2001, found at
http://www.amm.com/subscrib/2001/jan/inside4/0126st04.htm, retrieved March 16, 2005.

2" Jim Leonard, Leo needs more time to line up Louisville funding, American Metal Market, December 27, 2004,
found at http://www.amm.com/subscrib/2004/dec/week5/1227tp04.htm, retrieved March 16, 2005.

% John E. Sacco, Tax breaks pave the way for new steel mill, American Metal Market, March 29, 2002, found at
http://www.amm.com/subscrib/2002/mar/inside4/0329st06.htm, retrieved March 16, 2005.

# |eo’'sKy. plan liftsinvestment level to $374M, American Metal Market, July 30, 2004, found at
http://www.amm.com/subscrib/2004/jul/week4/0730st04.htm, retrieved March 16, 2005, and Maria Guzzo, Leo mill
(continued...)
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financing 85 percent of the project while the project’ s developer continues to seek domestic investors to
cover the remaining 15 percent.*® Finally, SteelCorr plansto build a 1.5-million-tons-per-year flat-rolled
minimill in Mississippi to serve the automotive and appliance industries. SteelCorr has been offered the
following government assistance for this start-up venture: a $25 million infrastructure grant from the
state of Mississippi, a $12 million grant from Lowndes County, and $85 million in contingent state
loans.®* Thisfinancing deal is expected to close in the third quarter 2005 and construction is set to begin
immediately thereafter with an 18-20 month projected completion time.*

Shipment data are presented in tables FLAT 11-8 through FLAT [1-10. As presented in table
FLAT 11-9, between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the domestic industry’ s aggregate U.S. commercial shipment quantities
increased by 16.2 percent. U.S. commercial shipments of each of the subject constituent forms of flat-
rolled steel also increased during this period, ranging from alow of 8.9 percent for steel plate to ahigh of
4,557.4 percent for steel slab. Between 2001 and 2003 U.S. commercial shipment values increased
irregularly by 11.4 percent, although there was an overall decrease in average unit values of 4.1 percent.
Between 2003 and 2004 (the year following the removal of the increased tariffs), the domestic industry’s
aggregate U.S. commercia shipment quantities increased by 9.0 percent while U.S. commercial shipment
valuesincreased by 64.0 percent, resulting in an increase in average unit values of 50.4 percent.

Reporting U.S. producers U.S. commercial shipment quantities were 5.6 percent higher in January-
March 2004 than in January-March 2005 (the final period covered by the original safeguard action), while
U.S. commercial shipment values were 32.9 percent lower. Asaresult, average unit values were 40.7
percent higher in January-March 2005.

As presented intable FLAT 11-11, between 2001 and 2003, U.S. producers end-of-period
inventories decreased by 23.9 percent while the ratio of inventories to total shipments also decreased from
5.510 4.0 percent. Between 2003 and 2004, the domestic industry’ s inventories decreased by 3.9 percent
and the ratio of inventories to total shipments decreased from 4.0 to 3.5 percent. Between January-March
2004 and January-March 2005, inventories increased by 10.3 percent and the ratio of inventories to total
shipments rose from 2.7 to 3.1 percent.

As presented intable FLAT 11-12, between 2001 and 2003, the number of production and related
workers and their hours worked both decreased. Production and related workers declined from 86,107 to
62,069 (a decrease of 27.9 percent) while hours worked (in 1,000 hours) declined from 184,506 to
139,104 (a decrease of 24.6 percent). At the same time, hourly wages increased by 12.8 percent.
Productivity, while difficult to measure in the aggregate, increased by 35.0 percent; productivity gains,
combined with a more modest increase in the hourly wage rate, resulted in declining unit labor costsin
the period 2001-03. These trends of declining workers employed, increasing productivity, and lower unit
labor costs were observable across al subject forms of flat-rolled steel, though they were least
pronounced in hot-rolled operations and most pronounced in steel plate operations. During 2003-04, after
removal of the increased tariffs, the number of production and related workers employed decreased by 6.1
percent, while hourly wages increased by 3.4 percent, which resulted in falling unit labor costsin the

2 (_..continued)
project till alive, cash hunt continues, American Metal Market, August 9, 2005, found at
http://www.amm.com/news-2005-08-09 18-49-04.html, retrieved August 17, 2005.

% |_eo making tracks on $402.5-million Ky. mill, American Metal Market, May 18, 2005, found at
http://www.amm.com/news-2005-05-18 09-20-01.html, retrieved July 15, 2005, and Maria Guzzo, Leo mill project
till alive, cash hunt continues, American Metal Market, August 9, 2005, found at http://www.amm.com/news-2005-
08-09 18-49-04.html, retrieved August 17, 2005.

% Seel Corr construction to begin in Columbus, Memphis Business Journal, May 20, 2005, found at
http://www.bizjournals.com/memphis/stories/2004/05/23/newscolumn.html, retrieved July 28, 2005.

%2 SeelCorr almost there; deal seen closing by month-end, July 12, 2005, found at http://www.amm.com/news-
2005-07-12 15-21-39.html, retrieved July 18, 2005.
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period 2003-04. Between January-March 2004 and January-March 2005, the number of production and
related workers employed decreased by 3.3 percent while hourly wages increased by 8.5 percent. The
increase in hourly wages coupled with a more modest increase in productivity of 3.8 percent resulted in
an increase in unit labor costs of 4.5 percent.

FINANCIAL DATA

Financial data concerning U.S. companies producing certain carbon and alloy flat-rolled steel are
presented in table FLAT 11-13,% which includes data on a per-short-ton basis as well as operating and net
income (loss) to net salesratios. Whenever possible, any slabs, hot-rolled steel, and cold-rolled steel
purchased from other domestic producers to produce downsteam products, such as hot-rolled steel, cold-
rolled steel, and corrosion-resistant and other coated steel sheet and strip, were eliminated to avoid double
counting of domestic steel production and sales.

Sales quantity and net sales value increased continuously between 2001 and 2004. Rising net
sales values reflected the continuous rise in the average unit selling price for the same period. Both
operating income and net income increased substantially in 2004 after sustained losses between 2001 and
2003, due mainly to the substantial increase of the average unit selling price. The domestic industry’s
operating income ratio to net sales in 2004 was more than 13 percent while its operating loss ratio in 2003
was slightly more than 4 percent. Per-short-ton net sales value increased in 2004 (by $192) from 2003
levels, while per-unit total cost also increased by $92, resulting in operating income ($80 per short ton) in
2004 compared to an operating loss of $17 in 2003, an increase of $97 per short ton. Even though sales
guantity was dightly lower in January-March 2005 than in January-March 2004, net sales value and
operating income were substantially higher, due primarily to an increase in the average unit sales value.

The average unit cost of goods sold (COGS) decreased between 2001 and 2003 and increased
substantially (by $92 per short ton) from 2003 to 2004 and from January-March 2004 to January-March
2005 (by $109 per short ton), due primarily to an increase of raw materials cost of $84 per short ton
between 2003 and 2004 and further elevated raw material costsin January-March 2005 ($84 per short ton
higher than in January-March 2004). The average unit cost of direct labor and factory overhead generaly
decreased from 2001 to 2003 but increased somewhat from 2003 to 2004 and from January-March 2004
to January-March 2005.

 Thirty-five producers submitted questionnaire responses. Datafrom *** for 2001 were based on the original
safeguard investigation on steel, Investigation No. TA-201-73. Data from *** were based on the most recent review
cases for certain hot-rolled flat-rolled carbon-quality steel products from Brazil, Japan, and Russia, Investigations
Nos. 701-TA-384 and 731-TA-806-808 (Review). *** submitted only limited financial data which did not contain
datafor 2001 and 2002, data for pension and post employment benefits, and property, plant, and equipment (PPE).
*** data for 2001 and 2002 were based on the relevant review cases and the previous monitoring investigation.
Capital expenditures, research and development (R& D) expenses, and PPE from additional five toll processors were
also added.
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Table FLAT 11-13

Certain carbon and alloy flat-rolled steel: Results of operations of U.S. producers, fiscal years 2001-04,
January-March 2004, and January-March 2005

Fiscal year January-March
Item 2001 2002 2003 2004 2004 2005
Quantity (short tons)
Net commercial sales’ 55221,233 57,223,829 60,752,334 64,072,767 16,182,104 15,464,840
Value ($1,000)

Net commercial sales 21,287,575 23,409,647 25,023,581 38,689,444 8,175,906 10,859,853
COGS 22,610,783 22,883,195 24,275,466 31,548,842 7,220,500 8,580,325
Gross profit or (loss) (1,323,208) 526,452 748,115 7,140,602 955,406 2,279,528
SG&A expenses 1,320,038 1,290,387 | 1,770,227 | 2,046,194 458,105 504,421
Operating income or (loss) (2,643,246) (763,935)  (1,022,112) 5,094,408 497,301 1,775,107
Interest expense 597,629 508,297 458,862 454,469 117,520 73,040
Other (income)/expenses, net 51,169 16,128 (88,082) (319,093) (102,111) (56,243)
Net income or (loss) (3,292,044) (1,288,360) | (1,392,892) | 4,959,032 481,892 1,758,310
Depreciation/amortization 1,451,637 1,278,057 | 1,027,488 1,009,903 256,117 248,268
Cash flow (1,840,407) (10,303) (365,404) 5,968,935 738,009 2,006,578
CDSOA funds received 9,105 7,390 21,313 22,717 A A
Pension (credit)/expense 188,308 559,596 301,993 307,896 66,267 52,902
Post-employment benefits 212,521 425,933 324,083 284,144 44,887 43,282
Capital expenditures 686,430 498,602 580,318 918,128 127,545 144,266
R&D expenses 119,149 116,606 80,567 73,750 17,031 17,962
Property, plant, and equipment:

Original cost 19,100,047 19,743,002 | 18,557,824 19,331,820 17,784,113 18,725,477

Book value 10,164,703 9,799,441 9,350,089 9,190,813 9,560,605 8,549,879

Ratio to net commercial sales (percent)
COGS 106.2 97.8 97.0 81.5 88.3 79.0
Gross profit or (loss) (6.2) 2.2 3.0 185 11.7 21.0
SG&A expenses 6.2 55 7.1 53 5.6 4.6
Operating income or (loss) (12.4) (3.3) (4.1) 13.2 6.1 16.3
Net income or (loss) (15.5) (5.5) (5.6) 12.8 5.9 16.2
Unit value (per short ton)

Net commercial sales $385 $409 $412 $604 $505 $702
COGS total 409 400 400 492 446 555

Raw materials 167 168 195 279 247 331

Direct labor 63 54 47 48 46 50

Other factory costs 179 178 158 166 153 174
Gross profit or (loss) (24) 9 12 111 59 147
SG&A expenses 24 23 29 32 28 33
Operating income or (loss) (48) (13) a7 80 31 115

Table continued. See footnotes at end of table.
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Table FLAT 11-13
Certain carbon and alloy flat-rolled steel: Results of operations of U.S. producers, fiscal years 2001-04,
January-March 2004, and January-March 2005

Fiscal year January-March
Item 2001 2002 2003 2004 2004 2005
Number of firms reporting
Operating losses 21 12 18 6 7 6
Data 35 34 34 34 32 32

! The Commission lacks interim period data for ***, Therefore, data for January-March 2004 and January-March 2005 are
understated.
2 Data not available.

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

U.S. IMPORTS

Table FLAT 11-14 presents data on U.S. imports of certain carbon and alloy flat-rolled steel for
2001-04, January-March 2004, and January-March 2005. Table FLAT I1-15 presents dataon U.S.
imports from covered sources, by tariff categories, during 2002-03.

Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the quantity of U.S. imports of flat-rolled steel from covered sources
decreased faster than the quantity of U.S. imports from other sourcesincreased. Asaresult, the quantity
of total U.S. imports decreased overall by 27.5 percent. During this period covered U.S. import values
decreased while all other U.S. import values increased, resulting in an overall import value decrease of
9.6 percent. U.S. imports from covered sources decreased from 67.0 percent of the quantity of total flat-
rolled imports and 66.9 percent of the value of total flat-rolled imports to 44.7 percent and 44.6 percent,
respectively. During this period, average unit values for covered and noncovered sources increased,
which resulted in an overall increase of $73 per short ton by 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity and
the value of U.S. imports of flat-rolled steel from covered sources and other sourcesincreased. Asa
result, the quantity of total U.S. imports increased by 74.4 percent while the value of U.S. imports
increased by 151.7 percent. U.S. imports from covered sources increased from 44.7 percent of the
quantity of total flat-rolled imports and 44.6 percent of the value of total flat-rolled imports to 58.1
percent and 56.7 percent, respectively. During this period, average unit values for both covered and, to a
greater extent, noncovered sources increased, resulting in an overall increase of $165 per short ton in
2004.

In January-March 2005 (the final period covered by the original safeguard action), the quantity
and value of U.S. imports of flat-rolled steel from covered sources was higher than during January-March
2004. During the same period, the quantity and value of U.S. imports from other sources were also
higher than during January-March 2004. Asaresult, the quantity of total U.S. imports was 44.2 percent
higher in January-March 2005 than during the comparable period in 2004, while the value of U.S. imports
was 142.4 percent higher. U.S. imports from covered sources accounted for 51.4 percent of the quantity
of total flat-rolled steel imports and 51.6 percent of the value of total flat-rolled imports, compared to 51.0
percent and 47.4 percent, respectively, in January-March 2004. Average unit values for both covered and
noncovered sources were higher in January-March 2005 than in January-March 2004. In the aggregate,
U.S. imports of flat-rolled steel were $255 per short ton higher in January-March 2005 than during the
comparable period in 2004.
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Table FLAT II-14

Certain carbon and alloy flat-rolled steel: U.S. imports, by sources, 2001-04, January-March 2004, and

January-March 2005

carbon and alloy flat-rolled steel.

Source: Compiled from official statistics of Commerce.

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

January- January-
Item 2001 2002 2003 2004 March 2004 | March 2005
Quantity (short tons)
Covered sources’ 9,946,691 10,367,598 4,817,703 10,920,198 1,589,400 2,308,634
All others 4,906,294 7,963,123 5,954,647 7,867,200 1,528,510 2,186,132
Total (all imports) 14,852,984 18,330,722 10,772,349 18,787,398 3,117,909 4,494,767
Landed, duty paid value ($1,000)
Covered sources’ 2,966,994 2,974,881 1,788,286 5,720,728 552,209 1,459,930
All others 1,469,747 2,699,500 2,221,172 4,372,914 613,937 1,366,832
Total (all imports) 4,436,741 5,674,381 4,009,458 10,093,641 1,166,146 2,826,762
Unit value (per short ton)
Covered sources’ $298 $287 $371 $524 $347 $632
All others 300 339 373 556 402 625
Average (all imports) 299 310 372 537 374 629
Share of total imports based on quantity (percent)
Covered sources’ 67.0 56.6 44.7 58.1 51.0 51.4
All others 33.0 43.4 55.3 41.9 49.0 48.6
Total (all imports) 100.0 100.0 100.0 100.0 100.0 100.0
Share of total imports based on value (percent)
Covered sources’ 67 52 45 57 47 52
All others 33 48 55 43 53 48
Total (all imports) 100 100 100 100 100 100
Ratio of imports to production (percent)
Covered sources’ 6.1 6.2 29 6.1 3.6 55
All others 3.0 4.8 3.6 4.4 35 5.2
Average 9.1 11.0 6.5 10.5 7.2 10.6

* Although Brazil is generally exempt from the section 203 relief, it is a covered source with respect to imports of certain

Table FLAT I1I-15

Certain carbon and allot flat-rolled steel: U.S. imports from covered sources, by tariff categories, 2002-03

*

*

*

* *

* *

APPARENT U.S. CONSUMPTION AND MARKET SHARES

Data on apparent U.S. consumption and market shares of certain carbon and alloy flat-rolled steel
are presented in table FLAT 11-16. The data gathered by the Commission in this investigation indicate
that between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the quantity of apparent U.S. consumption of flat-rolled steel increased
irregularly by 0.8 percent. Calculated individualy for the constituent subject forms of flat-rolled steel,
apparent U.S. consumption increased by as much as 23.2 percent for coated steel but decreased by 5.1
percent for steel dab in the period 2001-03. The domestic industry’s share of the U.S. market increased
from 91.3 percent to 93.8 percent. Imports from covered countries saw their market share decrease from
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5.8 percent to 2.8 percent, while imports from noncovered countries saw their market share increase from
2.8 percent to 3.4 percent. Among the constituent forms of flat-rolled steel, the largest increase in the
domestic industry’ s share of the U.S. market was for coated (increasing by 2.0 percentage points) and the
smallest increase was for hot-rolled steel (increasing by 0.06 percentage point).

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity of
apparent U.S. consumption of flat-rolled steel increased by 12.8 percent. The domestic industry’s share
of the U.S. market decreased by 3.4 percentage points. Imports from covered countries saw their share of
the U.S. market increase by 2.8 percentage points, while imports from noncovered countries saw their
share of the market increase by 0.6 percentage point. Among the constituent forms of flat-rolled steel, the
largest decrease in the domestic industry’ s share of the U.S. market was for hot-rolled steel (falling by 1.8
percentage points).

In January-March 2005 (the final period covered by the safeguard action) the quantity of apparent
U.S. consumption of flat-rolled steel was 0.1 percent |less than during January-March 2004. The domestic
industry’ s share of the U.S. market was 2.9 percentage points lower in January-March 2005 than during
the same period in 2004. Total imports of subject flat-rolled steel were 2.9 percentage points higher in
January-March 2005 than in the same period in 2004, with covered imports accounting for 1.5 percentage
points and noncovered imports accounting for 1.4 percentage points of thistotal.
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Table FLAT 1I-16

Certain carbon and alloy flat-rolled steel: U.S. producers’ U.S. shipments, U.S. imports, by source, apparent U.S.
consumption, and market shares, by form, 2001-04, January-March 2004, and January-March 2005

January- January-
Item 2001 2002 2003 2004 March 2004 March 2005
Quantity (short tons)
Producers’ U.S. shipments:
Slab 49,013,593 47,987,935 47,276,226 50,941,949 12,908,259 12,664,060
Plate 4,283,999 4,505,687 4,540,382 4,833,258 1,182,391 1,356,022
Hot-rolled 59,768,182 61,552,698 62,843,119 67,458,511 15,554,329 15,100,324
Cold-rolled 30,309,670 32,367,413 30,516,955 33,389,711 8,589,623 8,209,170
Coated 14,085,293 18,781,915 17,794,037 20,640,796 5,559,610 5,054,418
Total* 157,460,737 | 165,195,648 @ 162,970,719 @ 177,264,225 43,794,212 42,383,994
U.S. imports from covered sources:
Slab 4,047,729 5,845,209 2,079,560 3,900,710 853,717 779,894
Plate 585,782 345,823 131,464 425,700 51,341 118,710
Hot-rolled 1,891,630 2,304,222 1,566,679 3,426,699 470,488 648,397
Cold-rolled 2,319,050 854,217 411,603 1,576,090 111,107 342,520
Coated 1,102,500 1,018,128 628,396 1,590,999 102,747 419,112
Total 9,946,691 10,367,598 4,817,703 10,920,198 1,589,400 2,308,634
U.S. imports from noncovered sources:
Slab 1,626,167 2,205,720 1,956,362 2,548,551 544,307 857,103
Plate 324,790 457,049 409,129 442,754 114,898 128,924
Hot-rolled 1,255,375 2,611,128 1,359,124 2,040,365 341,888 602,509
Cold-rolled 761,534 980,925 780,217 761,591 164,443 178,362
Coated 938,428 1,708,301 1,449,815 2,073,939 362,973 419,235
Total 4,906,294 7,963,123 5,954,647 7,867,200 1,528,510 2,186,132
Total imports 14,852,984 18,330,722 10,772,349 18,787,398 3,117,909 4,494,767
Apparent U.S. consumption* 172,313,721 183,526,370 173,743,068 196,051,623 46,912,121 46,878,761
Value ($1,000)
Producers’ U.S. shipments:
Slab 9,558,216 10,887,526 10,369,305 15,150,207 3,435,287 3,995,320
Plate 1,653,967 1,730,149 1,664,483 3,212,988 625,788 1,158,730
Hot-rolled 15,638,468 19,192,921 18,857,640 35,624,576 6,385,452 9,199,292
Cold-rolled 11,696,082 13,193,598 12,017,497 18,442,244 3,989,561 5,540,190
Coated 8,919,890 9,780,574 9,529,981 14,031,361 3,260,942 3,766,367
Total* 47,466,623 54,784,768 52,438,906 86,461,376 17,697,029 23,659,899
U.S. imports from covered sources:
Slab 703,445 1,086,602 485,018 1,472,021 220,883 372,231
Plate 242,264 154,093 82,672 319,247 29,261 108,334
Hot-rolled 539,911 743,707 531,975 1,711,844 166,078 384,073
Cold-rolled 913,939 418,489 287,327 1,044,691 72,382 251,344
Coated 567,436 571,991 401,294 1,172,925 63,604 343,948
Total 2,966,994 2,974,881 1,788,286 5,720,728 552,209 1,459,930
U.S. imports from noncovered sources:
Slab 305,354 478,036 468,635 1,045,872 142,219 442,534
Plate 112,170 158,281 155,306 267,459 47,919 105,738
Hot-rolled 325,964 786,855 450,542 1,104,904 129,535 364,227
Cold-rolled 244,736 378,472 322,434 467,085 76,999 121,340
Coated 481,523 897,855 824,255 1,487,594 217,265 332,993
Total 1,469,747 2,699,500 2,221,172 4,372,914 613,937 1,366,832
Total imports 4,436,741 5,674,381 4,009,458 10,093,641 1,166,146 2,826,762
Apparent U.S. consumption 51,903,364 60,459,149 56,448,364 96,555,017 18,863,175 26,486,661

Table continued. See footnotes at end of table.
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Table FLAT lI-16—Continued

Certain carbon and alloy flat-rolled steel: U.S. producers’ U.S. shipments, U.S. imports, by source, apparent U.S.
consumption, and market shares, by form, 2001-04, January-March 2004, and January-March 2005

January- January-
Item 2001 2002 2003 2004 March 2004 = March 2005
Share of quantity (percent)
Producers’ U.S. shipments:
Slab 28.4 26.1 27.2 26.0 275 27.0
Plate 25 25 2.6 25 25 2.9
Hot-rolled 34.7 335 36.2 34.4 33.2 32.2
Cold-rolled 17.6 17.6 17.6 17.0 18.3 17.5
Coated 8.2 10.2 10.2 105 11.9 10.8
Total' 91.4 90.0 93.8 90.4 93.4 90.4
U.S. imports from covered sources:
Slab 2.3 3.2 1.2 2.0 1.8 1.7
Plate 0.3 0.2 0.1 0.2 0.1 0.3
Hot-rolled 11 1.3 0.9 1.7 1.0 14
Cold-rolled 1.3 0.5 0.2 0.8 0.2 0.7
Coated 0.6 0.6 0.4 0.8 0.2 0.9
Total 5.8 5.6 2.8 5.6 3.4 4.9
U.S. imports from noncovered sources:
Slab 0.9 1.2 11 1.3 1.2 1.8
Plate 0.2 0.2 0.2 0.2 0.2 0.3
Hot-rolled 0.7 14 0.8 1.0 0.7 13
Cold-rolled 0.4 0.5 0.4 0.4 0.4 0.4
Coated 0.5 0.9 0.8 11 0.8 0.9
Total 2.8 43 3.4 4.0 3.3 4.7
Total imports 8.6 10.0 6.2 9.6 6.6 9.6
Apparent U.S. consumption 100.0 100.0 100.0 100.0 100.0 100.0
Share of value (percent)
Producers’ U.S. shipments:
Slab 18.4 18.0 18.4 15.7 18.2 15.1
Plate 3.2 2.9 2.9 3.3 3.3 4.4
Hot-rolled 30.1 31.7 334 36.9 33.9 34.7
Cold-rolled 225 21.8 21.3 19.1 21.2 20.9
Coated 17.2 16.2 16.9 145 17.3 14.2
Total* 91.5 90.6 92.9 89.5 93.8 89.3
U.S. imports from covered sources:
Slab 14 1.8 0.9 15 1.2 14
Plate 0.5 0.3 0.1 0.3 0.2 0.4
Hot-rolled 1.0 1.2 0.9 1.8 0.9 15
Cold-rolled 1.8 0.7 0.5 11 0.4 0.9
Coated 11 0.9 0.7 1.2 0.3 1.3
Total 5.7 4.9 3.2 5.9 2.9 55
U.S. imports from noncovered sources:
Slab 0.6 0.8 0.8 11 0.8 1.7
Plate 0.2 0.3 0.3 0.3 0.3 0.4
Hot-rolled 0.6 1.3 0.8 11 0.7 14
Cold-rolled 0.5 0.6 0.6 0.5 0.4 0.5
Coated 0.9 15 15 15 1.2 13
Total 2.8 45 3.9 45 3.3 5.2
Total imports 8.5 9.4 7.1 105 6.2 10.7
Apparent U.S. consumption 100.0 100.0 100.0 100.0 100.0 100.0

* Caution should be used in interpreting the data presented in this table because of the potential for multiple counting of
producers’ U.S. shipments (e.g., slabs are typically an upstream form of hot-rolled which in turn is typically an upstream form of

cold-rolled, etc.).

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

Source: Compiled from data submitted in response to Commission questionnaires.
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PRICING AND RELATED INFORMATION
Factors Affecting Prices

U.S. certain carbon and alloy flat-rolled steel producers were asked to report the importance of
certain factors that have influenced the price of steel inthe U.S. market, and to indicate whether these
factors have tended to increase, decrease, or have no effect on the price of steel from March 2002 to
December 2003 and from January 2004 to March 2005 (table FLAT [1-20).

The three factors rated most important by U.S. certain carbon and alloy flat-rolled steel producers
from March 2002 to December 2003 were: changes in demand for steel within the United States, changes
in the level of competition from imports from excluded countries, and changes in the level of competition
from imports from non-excluded countries. The three factors rated most important by certain carbon and
aloy flat-rolled steel producers from January 2003 to March 2005 were: changesin the cost of raw
materials, changes in demand for steel within the United States, and changes in demand for steel outside
the United States, particularly in China.®*

Pricing Practices

Nearly al responding U.S. certain carbon and alloy flat-rolled steel producers reported making no
changesin the way they determined the price they charged in March 2002-December 2003 or January
2004-March 2005. However, three of 34 responding U.S. certain carbon and alloy flat-rolled steel
producers reported that they offered fewer volume discounts from January 2004 to March 2005 than
previousy. Eleven of 31 responding U.S. certain carbon and alloy flat-rolled steel producers reported
changesin the share of contract sales over the same period. Six of these producers reported that they
shifted more to spot or quarterly pricing as opposed to long-term contracts in order to minimize the
mutual risk to buyers and sellers of the volatile steel prices during this period.*® Another producer
reported shortening its contracts to three months due to price volatility. One producer that reported a
larger share of contract sales over the period characterized it as a strategy to create a more stable customer
and product mix. Nineteen of 28 responding U.S. certain carbon and aloy flat-rolled steel producers
reported that contract prices tend to follow a similar trend as spot prices, although several noted that
contract prices tend to lag behind spot prices, are not as volatile as spot prices, and are often lower than
spot prices. Also, one producer noted that contracts can be affected by surcharges for high raw material
costs while another producer reported that these surcharges can be implemented on both spot and
contractual prices.

3 Apparent U.S. consumption of slab increased by 4.9 percent from 2001 to 2004; apparent U.S. consumption of
plate increased by 9.8 percent; apparent U.S. consumption of hot-rolled products increased 15.9 percent; apparent
U.S. consumption of cold-rolled productsincreased by 7.0 percent; and apparent U.S. consumption of coated
products increased by 50.7 percent over the same period (table FLAT 11-16). The industrial production index
increased by 4.4 percent during the period for which data were collected and the durable goods production index
increased by 13.5 percent during the period for which data were collected (figure OVERVIEW 11-2).
Manufacturers shipments of transportation equipment increased by 11.5 percent during the period for which data
were collected (most recently, manufacturers’ shipments of transportation equipment decreased by 5.8 percent from
first quarter 2004 to first quarter 2005), while non-residential construction put in place increased by 3.9 percent
during the period for which data were collected (table OVERVIEW I11-1).

Unit raw material costs have increased significantly since 2001. Pricesfor steel scrap increased by 133.2
percent during the period for which data were collected (figure OVERVIEW 11-12).

% U.S steel consumers also reported that, beginning in the fourth quarter of 2004, buyers resisted longer-term
contracts as they believed the high prices of that period were not sustainable. U.S. Steel Consumers' posthearing
brief, p. 20.
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Table FLAT I1I-17

Certain carbon and alloy flat-rolled steel: As reported by producers, the relative contribution of factors to

the price of steel, and the influence of these factors on the price of steel from March 2002 to December

2003 and from January 2004 to March 2005

March 2002 to

January 2004 to

December 2003 March 2005
ltem Influence Influence
Importance? of factors? Importance’ of factors?

Ranking I N D Ranking I N D
Changes in the cost of raw materials 2 13 | 17 3 1.3 34 0 0
Changes in demand for steel within the 2 11 13 10 14 oa | 7 4
United States
Chgnges in demand for steel outside the 23 13 15 4 15 29 | 2 3
United States
Changes in energy costs 2.2 17 | 16 0 1.6 32 1 0
Changes in competition between U.S. 21 10 18 6 2 15 13 6
producers
Changes in transportation/delivery cost 26 15 17 1 21 33 0 0
changes
_Changes in the level of competition from 19 9 11 14 21 12 13 9
imports from non-excluded countries
Changing market patterns 2.6 5 24 3 2.2 11 19 2
_Changes in the level of competition from 21 10 13 11 23 12 12 10
imports from excluded countries
Changes in U.S. production capacity 2.3 9 11 11 2.4 9 17 | 5
Changes in the productivity of domestic o8 9 16 7 26 12 15 4
producers
Changes in labor agreements, contracts, etc. 3 5 24 4 3.2 5 26 2
Changes in the level of competition from 34 0o 32 1 34 5 31 0
substitute products
Changes in the allocation of production 37 1 32 0 36 1 31 0
capacity to alternate products

' The numbers in this column represent the average ranking of each factor by responding producers, on a scale from 1 to 4

where 1 = very important, 2 = important, 3 = somewhat important, and 4 = not important. The factors have been sorted by
importance based on the responses for the period from January 2004 to March 2005.

2 The numbers in these columns represent the number of responding producers that reported that changes in a factor have

tended to increase prices (I), have had no effect (N), or have tended to decrease prices (D) for steel in the specified time period.

Note.—Not all producers answered for all of the factors.

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

The Commission asked for quarterly sales value and quantity datafor U.S. producers' sales of
the following five certain carbon and alloy flat-rolled pricing products during January 2001-March
2005:%

Product 1-1 ow carbon slab with chemistries of up to 0.15 max carbon and 0.60 max
manganese exclusive of | F or specialty chemistries. This commodity product is used
by steel mills as a material input to produce hot-rolled sheet or plate. The hot-rolled
sheet may be further processed to produce cold-rolled steel, corrosion-resistant products,
tin mill products, and welded pipe and tubular products.

Product 2—Hot-rolled carbon steel plate, ASTM A-36 or equivalent asrolled,
sheared edge, not heat treated, not cleaned or oiled, in cut lengths, over 72" through
96" in width, 1.00" through 2.00" in thickness. Not including high-strength or mill
proprietary products, or productstested to other specifications, unless otherwise
noted. Thiscommodity product is used in riveted, bolted, or welded construction of
buildings, bridges, work platforms, and for general structural purposes.

Product 3—Hot-rolled carbon sheet in coils, commercial quality, SAE 1006-1015 or
ASTM A-569 equivalent, not high-strength, not pickled and oiled, not temper -
rolled, 0.090" through 0.171" in nominal or actual thickness, 40" to 60" in width.
This commodity product is used in automotive/truck frames, shelving, automotive
wheels, manufacture of pipe and tube, agricultural equipment, and strapping.

Product 4-Cold-rolled carbon steel sheet in coils, commercial quality (ASTM A-
366), not I F, box annealed and temper-rolled, 36" to 72" in width, 0.028" to less
than 0.090" in thickness. Thiscommodity product is used in sheet and strip for
painting, the manufacture of pipe and tube, hardware and miscellaneous building
components, doors and windows, vehicle parts and accessories, agricultural machinery,
industrial equipment, electric lighting equipment and fixtures, major home appliances,
genera purpose furniture, and steel barrels and drums.

Product 5—Electrolytically zinc coated carbon steel sheet, in coils, ASTM A-879, 50-
90 grams/squar e meter per side coating, without organic coating, forming steel, 40"
tounder 60" in width, 0.022" to under 0.044" in thickness. Thisproduct is not
prepainted, is not high-strength, and is not mill proprietary. Thiscommodity product
isused in essentially al exposed automotive body parts (fenders, hoods, deck lids,

doors). Itistypically used when the application requires a very smooth surface.

During the period for which data were collected, reported pricing data for slab accounted for ***
percent of U.S. commercial shipments of U.S. slab producers, *** percent of U.S. commercial shipments
of U.S. plate producers, *** percent of U.S. commercial shipments of U.S. hot-rolled producers, ***

% Pricing data as presented here for January 2001 through December 2002 are the data collected in the
monitoring investigation. Pricing data for January 2003 through March 2005 were collected separately in the current
evaluation.
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percent of U.S. commercial shipments of U.S. cold-rolled producers, and *** percent of U.S. commercial
shipments of U.S. coated producers.®

Weighted-average prices and quantities sold of U.S.-produced, covered imported, and
noncovered imported certain carbon and aloy flat-rolled steel are shown in tables FLAT 11-18 through
FLAT 11-22. Weighted-average prices of U.S.-produced certain carbon and alloy flat-rolled steel are also
shown in figures FLAT 11-2-FLAT 11-6.® A summary of the price data, by form, is shown in table FLAT
11-23.

For each of the five domestically produced certain carbon and alloy flat-rolled steel items, the
wel ghted-average sales prices decreased or remained virtually unchanged from January 2001 to January
2002, ranging from a decrease of *** percent for the slab pricing item to a negligible increase in the plate
pricing item. Prices began to gradually increase in 2002, and then experienced steady and substantial
price increases beginning in late 2003, with prices peaking during the period from third quarter 2004 to
first quarter 2005. Over the entire period from January 2001 to March 2005, the weighted-average sales
prices of all five pricing products increased, ranging from an increase of 48.1 percent for the coated
pricing item to an increase of *** percent for the plate pricing item.

%% .S, producers provided usable pricing data for the five certain carbon and alloy flat-rolled steel products.
Some producers reported pricing data for more than one product. Not all producers provided pricing data for al
quarters. Two data points as reported by *** for product 2 were excluded as staff deemed them to be outliers.

% Public price data for certain flat products are shown in figures E-1 through E-3 of appendix E.
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Table FLAT II-18

Slab: Weighted-average price and quantity data for domestic product 1,* by quarters, January 2001-March

2005

Period

Price

Quantity

Per ton

Short tons

2001:
January-March

April-June

July-September

October-December

2002:
January-March

April-June
July-September

October-December

*kk

*kk

2003:

January-March $238.11 179,226
April-June 246.09 230,807
July-September rkk rrk
October-December 284.23 124,620
2004:
January-March 407.00 73,641
April-June 516.84 114,192
July-September 589.00 98,265
October-December 638.45 80,825

2005:
January-March

*kk

! Low carbon slabs with chemistries of up to 0.15 max carbon and 0.60 max manganese exclusive of IF or specialty

chemistries.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT 11-19

Plate: Weighted-average price and quantity data for domestic product 2,* by quarters, January 2001-

March 2005
Price Quantity
Period Per ton Short tons
2001:
January-March $297.63 188,640
April-June 321.14 178,880
July-September 332.68 150,668
October-December 310.98 161,197
2002:
January-March 305.63 190,720
April-June 314.63 189,409
July-September 338.82 184,727
October-December 347.18 165,282

2003:
January-March

April-June

July-September

October-December

2004:
January-March

April-June
July-September

October-December

2005:
January-March

* Hot-rolled carbon steel plate, ASTM A-36 or equivalent as rolled, sheared edge, not heat treated, not cleaned or oiled, in
cut lengths, over 72" through 96" in width, 1.00" through 2.00" in thickness. Not including high-strength or mill proprietary
products, or products tested to other specifications, unless otherwise noted.

Note—Quantities shown may not be reflective of the entire sample, as data from January 2001 to December 2002 were collected
in the monitoring investigation and data from January 2003 to March 2005 were collected in the current evaluation and each
sample may have included a different number of questionnaire respondents. Staff believes the price per ton data are reliable.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT II-20

Hot-rolled: Weighted-average price and quantity data for domestic product 3,* by quarters, January 2001-

March 2005
Price Quantity
Period Per ton Short tons
2001:
January-March $232.99 657,390
April-June 235.40 641,267
July-September 235.47 563,766
October-December 222.35 541,575
2002:
January-March 230.15 643,627
April-June 281.43 737,139
July-September 331.78 865,618
October-December 329.96 625,099
2003:
January-March 283.90 1,453,874
April-June 274.52 1,915,637
July-September 283.53 1,755,097
October-December 295.15 2,124,055
2004:
January-March 363.04 2,165,841
April-June 472.38 2,132,139
July-September 586.44 2,236,622
October-December 585.98 1,991,530
2005:
January-March 577.40 1,997,045

! Hot-rolled carbon sheet in coils, commercial quality, SAE 1006-1015 or ASTM A-569 equivalent, not high-strength, not
pickled and oiled, not temper-rolled, 0.090" through 0.171" in nominal or actual thickness, 40" to 60" in width.

Note—Quantities shown may not be reflective of the entire sample, as data from January 2001 to December 2002 were collected
in the monitoring investigation and data from January 2003 to March 2005 were collected in the current evaluation and each
sample may have included a different number of questionnaire respondents. Staff believes the price per ton data are reliable.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT II-21
Cold-rolled: Weighted-average price and quantity data for domestic product 4,* by quarters, January 2001-
March 2005

Price Quantity
Period Per ton Short tons
2001:
January-March $364.49 651,789
April-June 350.23 597,417
July-September 340.83 514,093
October-December 326.59 518,032
2002:
January-March 326.98 599,961
April-June 360.22 638,405
July-September 428.46 873,804
October-December 438.12 725,073
2003:
January-March 449.38 1,035,948
April-June 426.68 1,172,858
July-September 411.68 1,231,995
October-December 401.81 1,336,578
2004:
January-March 453.85 1,567,641
April-June 560.16 1,479,602
July-September 668.85 1,508,330
October-December 695.94 1,427,146
2005:
January-March 690.34 1,374,607

! Cold-rolled carbon steel sheet in coils, commercial quality (ASTM A-366), not IF, box annealed and temper-rolled, 36" to 72"
in width, 0.028" to less than 0.090" in thickness.

Note—Quantities shown may not be reflective of the entire sample, as data from January 2001 to December 2002 were collected
in the monitoring investigation and data from January 2003 to March 2005 were collected in the current evaluation and each
sample may have included a different number of questionnaire respondents. Staff believes the price per ton data are reliable.

Source: Compiled from data submitted in response to Commission questionnaires.
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Table FLAT I11-22

Coated: Weighted-average price and quantity data for domestic product 5,* by quarters, January 2001-

March 2005
Price Quantity
Period Per ton Short tons
2001:
January-March $494.85 202,312
April-June 475.27 216,560
July-September 442.16 220,602
October-December 462.09 226,626
2002:
January-March 448.83 231,226
April-June 458.86 217,671
July-September i i
October-December il i
2003:
January-March 504.54 765,183
April-June 493.21 1,129,228
July-September 481.07 1,311,323
October-December 489.08 1,354,338
2004:
January-March 538.50 1,555,338
April-June 654.10 1,499,475
July-September 745.68 1,502,583
October-December 738.56 1,361,188
2005:
January-March 732.68 1,368,612

! Electrolytically zinc coated carbon steel sheet, in coils, ASTM A-879, 50-90 grams/square meter per side coating, without
organic coating, forming steel, 40" to under 60" in width, 0.022" to under 0.044" in thickness. This product is not prepainted, is

not high-strength, and is not mill proprietary.

Note—Quantities shown may not be reflective of the entire sample, as data from January 2001 to December 2002 were collected
in the monitoring investigation and data from January 2003 to March 2005 were collected in the current evaluation and each
sample may have included a different number of questionnaire respondents. Staff believes the price per ton data are reliable.

Source: Compiled from data submitted in response to Commission guestionnaires.
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Figure FLAT II-2
Certain carbon and alloy flat-rolled steel: Weighted-average f.0.b. prices of domestic product 1, January

2001-March 2005

Figure FLAT 1I-3
Certain carbon and alloy flat-rolled steel: Weighted-average f.0.b. prices of domestic product 2, January

2001-March 2005

Figure FLAT II-4
Certain carbon and alloy flat-rolled steel: Weighted-average f.0.b. prices of domestic product 3, January

2001-March 2005
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Source: Compiled from data submitted in response to Commission questionnaires.
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Figure FLAT II-5

Certain carbon and alloy flat-rolled steel: Weighted-average f.0.b. prices of domestic product 4, January
2001-March 2005
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Source: Compiled from data submitted in response to Commission questionnaires.

Figure FLAT 1I-6

Certain carbon and alloy flat-rolled steel: Weighted-average f.0.b. prices of domestic product 5, January
2001-March 2005

Table FLAT II-23
Certain carbon and alloy flat-rolled steel: Changes in quarterly prices of domestic products 1-5

Changein price | Changein price | Changein price | Changein price | Change in price
from Q12001 to | from Q1 2002to | from Q12003to | from Q12004to | from Q1 2001 to
Product Q12002 Q12003 Q12004 Q1 2005 Q1 2005
Percent
1 *kk *kk *k% *k% *k%
2 27 Kkk *kk *kk ok
3 -1.2 23.4 27.9 59.1 147.8
4 -10.3 37.4 1 52.1 89.4
5 -9.3 12.4 6.7 36.1 48.1

Source: Compiled from data submitted in response to Commission questionnaires.
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PART Ill: INDUSTRY AND MARKET DATA (TIN)
DESCRIPTION AND USES

Tin mill products (tin) are flat-rolled products of carbon or alloy steel, plated or coated with tin
or with chromium oxides or with chromium and chromium oxides (tin-free steel). The products may be
either in coils or in straight lengths. Tin products are made by electrolytically coating flat-rolled steel
with tin or chromium. Major end uses of tin plate are in the manufacture of welded cans used to contain
food, beverages, aerosols, and paint. Chromium-coated steel sheet is used primarily for beer and soft
drink two-piece cans and ends, as well as ends for food cans and caps and crowns for glass containers.
HTS statistical reporting numbers for subject tin are presented in table FLAT III-1.

Table FLAT Iil-1
Tin: Subject HTS statistical reporting numbers

Item Statistical reporting numbers
Tin' 7210.11.00 7210.12.00 7210.50.00 7212.10.00

' The temporary HTS subheadings for tin established by proclamation or delegated authority pursuant to trade legislation
during 2002-03 were:

(1) 9903.73.26 for products outside the scope of the 201 investigation and therefore excluded from the section 203 remedy,
and 9903.73.27 through 9903.73.31, 9903.76.26 through 9903.76.28, 9903.76.30, 9903.76.31, 9903.76.35, 9903.76.37,
and 9903.76.38 for other products excluded from the section 203 remedy,

(2) 9903.73.32, 9903.73.33, 9903.76.29, 9903.76.32 through 9903.76.34, 9903.76.36, 9903.76.39, and 9903.76.40 for
products entered in quantities up to stated limits (ranging from 760 tons to 40,000 tons) without additional tariffs, and

(3) 9903.73.37, 9903.73.38, and 9903.73.39 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.

As indicated in (2), certain temporary subheadings specify particular types of tin which are excluded from the additional tariffs

when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each exemption

and the time period(s) to which the exemption applies are stated or referenced in the article description of the temporary HTS
subheading. Whenever imports of a particular type of tin exceed the specified quantitative limit, then the quantity in excess of
such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be covered by the
temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

MARKET ENVIRONMENT
Changes in U.S. Demand

Tin mill products are used primarily in the manufacture of welded cans used to contain food,
beverages, aerosols, and paint. As shown in OVERVIEW Part II, the quantity of U.S. manufacturers’
shipments of steel cans for food increased by 7.1 percent between the first quarter of 2001 and the first
quarter of 2005 (table OVERVIEW II-1).

The data collected by the Commission indicate that apparent U.S. consumption of tin mill
products increased by 3.5 percent from 2001 to 2004.

In the monitoring investigation, three of five responding U.S. tin mill producers reported that
U.S. demand for steel increased and two reported that demand decreased from March 2002 to March
2003, while witness testimony suggested that the U.S. market was “unattractive” and demand was weak.

In the current evaluation, two of four responding U.S. tin mill producers reported that U.S.
demand for steel remained the same from March 2002 to December 2003. One producer reported that
demand increased and the another reported that demand fluctuated over this period. Three of four U.S.
tin mill producers reported that demand increased from January 2004 to March 2005. One producer
reported that much of the increased demand in this period was due to the unanticipated substantial
increase in demand in China, the perceived shortage of supply domestically, and consumers building up
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inventories to hedge rising prices. Another producer reported that demand slowed beginning in the third
quarter of 2004 as Chinese production capacity expanded, reducing China s reliance on imports.! This
producer also attributed the slowing demand to the liquidation of inventories that had been built up in the
first half of 2004.

All four responding U.S. tin mill producers reported that there were no changes in the types or
prices of substitute products since March 2002. Similarly, in the monitoring investigation, all 13
responding tin mill importers reported no changes in the types or prices of substitute products from March
2002 to March 2003.

Changes in U.S. Supply

U.S. Steel acquired the tin mill unit of LTV, consisting of tin mill facilities at Aliquippa, PA and
East Chicago, IN, in March 2001. Following the acquisition, U.S. Steel closed the Aliquippa facility.?

There has been extensive consolidation in the U.S. tin mill industry. Bethlehem Steel filed for
bankruptcy in October 2001 and was acquired by 1SG in May 2003. National Stedl filed for bankruptcy
in March 2002 and was acquired by U.S. Steel in May 2003. Weirton Steel filed for bankruptcy in May
2003 and was acquired by 1SG in May 2004.

Asshown intable FLAT I11-2, U.S. tin mill producers reported efforts to increase product
availability from January 2004 to March 2005. Two producers reported increases in average lead times
from production over both periods, reportedly indicative of increased demand. Four producers reported
increases in order backlogs, although two noted that they began to slow down in the second half of 2004
through the first quarter of 2005.

In the monitoring investigation, 25 of 34 responding tin mill product purchasers reported
experiencing difficulties procuring steel in the quantities necessary to meet their needs from March 2002
to March 2003. Purchasers were also asked to identify actions taken by domestic producers from March
2002 to March 2003 to make a positive adjustment to import competition.® Of 34 responding tin mill
product purchasers, 25 purchasers did not indicate that producers had taken any such actions. However,
five of 34 responding tin mill product purchasers reported that domestic producers had introduced new or
innovative products, four reported that domestic producers had improved product quality, five reported
that domestic producers had expanded marketing efforts, five reported that domestic producers had
improved customer service, and three reported that domestic producers had made other positive
adjustment efforts.

Based on data compiled in this evaluation, U.S. tin mill producers’ capacity utilization was 88.4
percent in 2004, and their inventories as a percentage of total shipments were *** percent in 2004.
Exports accounted for *** percent of total shipmentsin 2004.

! This producer also reported that as China reduced itsimports of steel from countries such as the United States,
the United States began increasing its imports of steel from China and that this dual effect negatively impacted
demand for U.S. steel.

2 Seetable FLAT I-4.

% Purchasers were asked to indicate whether domestic producers had taken any of the following actions:
introduction of new or innovative product, improved product quality, expansion of marketing efforts including e-
commerce, improvements in customer service, and other efforts to make a positive adjustment to import competition.

4 Some purchasers reported more than one of these actions.
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Table FLAT llI-2
Tin: U.S. producer responses to questions regarding firms’ activities from March 2002 to December 2003
and from January 2004 to March 2005

March 2002 to January 2004 to
December 2003 March 2005
Marketing practice Number of producers Number of producers
No Yes No Yes
Efforts to increase product availability 1 1 1 2
Change in geographic market 2 2 2 1
Change in share of sales from inventory 4 0 4 0
Change in average lead times from inventory 3 0 3 0
Change in average lead times from production 0 2 0 2
Change in product range 2 2 2 2
Change in demand for or production of alternate products 3 0 3 0
| D S I D S
Change in order backlogs' 2 1 1 4 2 0
Change in on-time shipping percentage’ 2 0 2 1 2 2

' The numbers in these columns represent the number of responding producers that reported that the practice increased (1),
decreased (D), or stayed the same (S) for over the specified time period. Some producers responded that the practice both
increased and decreased over the same period.

Note—Not all producers answered for all of the marketing practices.

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

Timeline

Figure FLAT III-1 shows quarterly shipments of tin mill products by U.S. producers, and total
imports as well as imports separately from countries subject to the safeguard measures and countries
exempt from the safeguard measures, along with a timeline of significant events that may have influenced
the market environment. Shipment data for domestic producers depicted in the graph are from the
American Iron and Steel Institute, and differ somewhat from shipment data presented elsewhere in this
report, which are based on questionnaire data (which do not include quarterly data). Import data are
consistent with those in other tables presented in this report. The timeline showing significant events
includes significant supply changes due to a shutdown and fire damage (shown below the timeline) and a
restart (shown above the line). Also shown above the line are significant safeguard events.
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1,000 short tons

Figure FLAT llI-1
Tin mill products: Quarterly imports and domestic mill net shipments, facility shutdowns and restarts, and investiga-
tion milestones, January 2001-March 2005
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1 Domestic mill shipments, excluding shipments to reporting companies.

Source: Compiled from official statistics of the U.S. Department of Commerce; statistics of the American Iron and Steel Institute, AIS 10 (various
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U.S. INDUSTRY DATA

Reporting U.S. producers aggregate output-related indicators are presented in table FLAT I11-3.
The Commission received usable questionnaire responses from all four known tin mill producers that
accounted for approximately 3.0 million short tons of tin shipmentsin 2004.> This response represents
nearly 86 percent of domestic tin shipments as reported to the American Iron and Steel Institute (“AlSI™)
afigure that likely reflects the difficulty in consolidating data as aresult of the major acquisitions during
the period for which data were collected.®

Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the domestic industry’ s reported capacity decreased by 5.0 percent,
production decreased irregularly by 8.3 percent, capacity utilization decreased irregularly by 2.7
percentage points, and inventories decreased irregularly, both absolutely and relative to shipments.
During this period, U.S. shipment quantities and values decreased irregularly by 10.7 percent and 4.9
percent, respectively, resulting in an overall increase in average unit values of 6.6 percent. During 2001-
03, the number of production and related workers and their hours worked decreased. Productivity
improved by 38.0 percent while wages increased by 13.0 percent, resulting in a 18.1-percent decrease in
unit labor costs.

Between 2003 and 2004 (the year following the removal of the increased tariffs), output-related
indicators all rose, with the exception of capacity which remained flat. The domestic industry’s
production reportedly increased by 18.1 percent, and U.S. shipmentsincreased by 19.4 percent. Capacity
utilization increased by 13.5 percentage points. The number of production and related workers employed
decreased by 14.1 percent even as productivity increased by 23.5 percent. At the same time hourly wages
increased slightly by 0.6 percent, resulting in falling unit labor costs.

Between January-March 2004 and January-March 2005, reporting U.S. producers’ aggregate
output-related indicators were stable or declining, with the exception of small gainsin productivity and
hourly wages. The domestic industry’s capacity reportedly remained flat, and production was 2.1 percent
lower in the first quarter of 2005 than in the first quarter of 2004. Compared to the first quarter of 2004,
U.S. shipments were 11.2 percent lower, capacity utilization was 1.8 percentage points lower, the number
of production and related workers employed was 0.1 percent lower, and productivity was 5.2 percent
higher, while hourly wages were 0.6 percent higher in the first quarter of 2005.

® Inthe original safeguard investigation there were seven tin producers. Through the process of consolidation
those seven firms are now represented by the four responding tin producers in the current evaluation.

5 AISI’ s dataindicate that domestic mills' commercial tin shipments in 2004 were 3.5 million short tons.
American Iron and Steel Institute, AlS 10, compiled from monthly reports.
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Table FLAT IlI-3

Tin: U.S. producers’ capacity, production, shipments, inventories, and employment data, 2001-04,
January-March 2004, and January-March 2005

Item

Capacity
Production
Internal consumption/transfers
U.S. commercial shipments
U.S. shipments
Export shipments
Total shipments

Ending inventories

Internal consumption/transfers

U.S. commercial shipments
U.S. shipments

Export shipments

Total shipments

Internal consumption/transfers

U.S. commercial shipments
U.S. shipments

Export shipments

Total shipments

Capacity utilization
U.S. shipments to distributors
U.S. shipments to end users

Inventories/total shipments

PRWSs® (number)
Hours worked (1,000)
Wages paid ($71,000)
Hourly wages

Productivity (short tons/1,000
hours)

Unit labor costs (per short ton)

' Not applicable.

? Production and related workers.

2001

3,721,545
2,885,955

0
2,829,180
2,829,180

*hk

*hk

289,428

0
1,684,340
1,684,340

77.5
17.7
82.3

5,581
11,592
302,167
$26.07

249.0
$104.70

2002

3,629,045
3,171,974

0
3,032,028
3,032,028

*kk

*kk

343,854

0
1,821,174
1,821,174

87.4
18.5
81.5

4,928
10,668
282,269
$26.46

297.3
$88.99

2003 2004
Quantity (short tons)
3,535,240 3,535,240
2,645,798 3,123,462

0 0
2,526,777 3,016,238
2,526,777 3,016,238

237,047 211,050

Value ($1,000)

0 0
1,601,920 1,938,167
1,601,920 1,938,167

*kk *kk

*kk *kk

Unit value (per short ton)
() ()

$634 $643

634 643

*kk *kk

*kk *kk

Ratios and shares (percent)

74.8 88.4
19.2 17.8
80.8 82.2

*kk *kk

Employment data

3,972 3,412
7,698 7,360
226,891 218,224
$29.47 $29.65
343.7 424.4
$85.76 $69.87

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

Source: Compiled from data submitted in response to Commission questionnaires.
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January-
March 2004

883,810
762,611

0
732,374
732,374

*hk

*hk

165,862

0
454,732
454,732

86.3
19.0
81.0

3,291
1,787
52,818
$29.56

426.8
$69.26

January-
March 2005

883,810
746,805

0
650,190
650,190

*hk

*hk

167,958

0
488,194
488,194

84.5
16.8
83.2

3,289
1,663
49,431
$29.72

449.1
$66.19



FINANCIAL DATA

Financial data concerning U.S. companies producing tin mill products are presented in table
FLAT III-4. All four known U.S. producers provided usable financial data.

Sales quantity and net sales value fluctuated between 2001 and 2004, increasing from 2001 to
2002, decreasing from 2002 to 2003, and then increasing from 2003 to 2004. Even though sales quantity,
value, and average unit value decreased from 2002 to 2003, operating and net income increased because
the average unit total cost decreased to a somewhat greater degree than the average unit sales value.
Sales quantity, net sales value, and operating and net income all increased from 2003 to 2004. The ratios
of the domestic producers’ operating income and net income to net sales for the same period increased
between 2003 and 2004 because the average unit selling price increased to a greater degree than the
average unit total cost. Even though sales quantity was lower in January-March 2005 than in January-
March 2004, net sales value and operating income were higher, due primarily to an increase in the
average unit sales value.

The average unit COGS decreased between 2001 and 2003 then increased substantially (by $98
per short ton) from 2003 to 2004, due primarily to an increase of raw materials cost of $104 per short ton.
The average unit cost of direct labor generally decreased from 2001 to 2004 except for a slight increase
from 2003 to 2004. The average unit factory overhead decreased substantially from 2002 to 2003 (by
$114 per short ton) and further decreased from 2003 to 2004. The average unit COGS increased from
January-March 2004 to January-March 2005 (by $80 per short ton), due mainly to an increase of raw
materials cost of $61 per short ton and an increase of fabrication cost (labor and overhead combined) of
$19 per short ton. The average unit selling, general, and administrative (SG&A) expenses also increased
(by $11 per short ton) during the same period.
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Table FLAT llI-4

Tin: Results of operations of U.S. producers, fiscal years 2001-04, January-March 2004, and January-March

2005
Fiscal year January-March
Item 2001 2002 2003 2004 2004 2005
Quantity (short tons)
Net commercial sales 2,975,767 3,146,293 3,107,013 3,175,460 771,460 686,038
Value ($1,000)

Net commercial sales 1,763,658 1,881,537 1,637,025 1,999,356 470,712 485,601
COGS 1,795,283 1,864,176 1,453,068 1,796,578 418,153 426,806
Gross profit or (loss) (31,625) 17,361 183,957 202,778 52,559 58,795
SG&A expenses 86,834 85,420 112,983 107,304 24,908 29,771
Operating income or (loss) (118,459) (68,059) 70,974 95,474 27,651 29,024
Interest expense 30,326 16,719 20,379 19,825 5,678 1,889
Other (income)/expenses, net (7,187) (15,117) (5,341) (3,234) (2,656) (8,573)
Net income or (loss) (141,598) (69,661) 55,936 78,883 24,629 35,708
Depreciation/amortization 117,921 95,934 90,918 88,650 22,454 21,928
Cash flow (23,677) 26,273 146,854 167,533 47,083 57,636
CDSOA funds received 0 0 108 23 @) @)
Pension (credit)/expense 13,467 15,782 15,391 14,043 3,290 3,357
Post-employment benefits 13,489 17,571 5,501 3,956 1,053 719
Capital expenditures 41,382 16,760 18,867 43,365 6,662 6,794
R&D expenses . ok ok . . ok
Property, plant, and equipment:

Original cost 1,000,442 931,228 1,008,344 967,063 962,773 1,026,028

Book value 363,520 311,659 335,596 306,061 315,233 318,644

Ratio to net commercial sales (percent)
COGS 101.8 99.1 88.8 89.9 88.8 87.9
Gross profit or (loss) (1.8) 0.9 11.2 10.1 11.2 12.1
SG&A expenses 4.9 4.5 6.9 5.4 5.3 6.1
Operating income or (loss) (6.7) (3.6) 4.3 4.8 5.9 6.0
Net income or (loss) (8.0) (3.7) 3.4 3.9 5.2 7.4
Unit value (per short ton)

Net commercial sales $593 $598 $527 $630 $610 $708
COGS total 603 592 468 566 542 622

Raw materials 233 233 256 360 331 392

Direct labor 112 106 71 76 72 82

Other factory costs 259 254 140 129 139 148
Gross profit or (loss) (11) 6 59 64 68 86
SG&A expenses 29 27 36 34 32 43
Operating income or (loss) (40) (22) 23 30 36 42

Number of firms reporting

Operating losses 3 1 1 1
Data 4 4 4 4 4 4

' Data not available.

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

Table FLAT III-5 presents data on U.S. imports of tin for 2001-04, January-March 2004, and
January-March 2005. Table FLAT III-6 presents data on U.S. imports from covered sources, by tariff
categories, during 2002-03.

Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the quantity and value of U.S. imports of tin from covered sources
decreased faster than the quantity and value of U.S. imports from other sources increased. As a result,
the quantity of total U.S. imports decreased by 27.3 percent while the value of U.S. imports decreased by
25.6 percent. U.S. imports from covered sources decreased from 71.5 percent of the quantity of total tin
imports and 72.3 percent of the value of total tin imports to 55.5 percent and 56.0 percent, respectively.
During this period, average unit values for covered and, to a greater extent, noncovered sources increased
irregularly, resulting in an overall increase of $13 per short ton by 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity
and the value of U.S. imports of tin from covered sources alone increased. As a result, the quantity of
total U.S. imports increased by 20.2 percent while the value of U.S. imports increased 26.6 percent. U.S.
imports from covered sources increased from 55.5 percent of the quantity of total tin imports and 56.0
percent of the value of total tin imports to 66.2 percent and 66.0 percent, respectively. During this
period, average unit values for both covered and, to a greater extent, noncovered sources increased,
resulting in an overall increase of $33 per short ton in 2004.

In January-March 2005 (the final period covered by the original safeguard action), the quantity
and the value of U.S. imports of tin from covered sources were much higher than during January-March
2004, while the quantity and value of U.S. imports from other sources were somewhat higher. As a
result, the quantity of total U.S. imports was 76.2 percent higher in January-March 2005 than during the
comparable period in 2004, while the value of U.S. imports was 104.7 percent higher. U.S. imports from
covered sources accounted for 67.4 percent of the quantity of total tin imports and 64.4 percent of the
value of total tin imports, compared to 48.7 percent and 48.3 percent, respectively, in January-March
2004. Average unit values for both covered and noncovered sources were higher in January-March 2005
than in January-March 2004. In the aggregate, U.S. imports of tin were $101 per short ton higher in
January-March 2005 than during the comparable period in 2004.
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Table FLAT llI-5
Tin: U.S. imports, by sources, 2001-04, January-March 2004, and January-March 2005

January- January-

March March
Item 2001 2002 2003 2004 2004 2005
Quantity (short tons)
Covered sources 386,093 238,414 218,133 312,565 37,347 91,012
All others 154,161 156,938 174,813 159,650 39,309 44,040
Total (all imports) 540,254 395,352 392,946 472,216 76,656 135,052
Landed, duty paid value ($71,000)
Covered sources 233,100 140,505 134,406 200,497 23,018 62,860
All others 89,337 88,747 105,395 103,187 24,682 34,771
Total (all imports) 322,437 229,252 239,801 303,683 47,700 97,631
Unit value (per short ton)
Covered sources $604 $589 $616 $641 $616 $691
All others 580 565 603 646 628 790
Average (all imports) 597 580 610 643 622 723
Share of total imports based on quantity (percent)
Covered sources 71.5 60.3 55.5 66.2 48.7 67.4
All others 28.5 39.7 44.5 33.8 51.3 32.6
Total (all imports) 100.0 100.0 100.0 100.0 100.0 100.0
Share of total imports based on value (percent)
Covered sources 72.3 61.3 56.0 66.0 48.3 64.4
All others 27.7 38.7 44.0 34.0 51.7 35.6
Total (all imports) 100.0 100.0 100.0 100.0 100.0 100.0
Ratio of imports to production (percent)

Covered sources 13.4 7.5 8.2 10.0 4.9 12.2
Noncovered sources 5.3 4.9 6.6 5.1 5.2 5.9
Total 18.7 12.5 14.9 15.1 10.1 18.1

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

Source: Compiled from official statistics of Commerce.

Table FLAT Iil-6
Tin: U.S. imports from covered sources, by tariff categories, 2002-03

APPARENT U.S. CONSUMPTION AND MARKET SHARES

Data on apparent U.S. consumption and market shares of tin are presented in table FLAT III-7.
As presented in table FLAT III-7, the data gathered by the Commission in this investigation indicate that
between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which increased
tariffs were in effect), the quantity of apparent U.S. consumption of tin decreased irregularly by 13.3
percent. The domestic industry’s share of the U.S. market increased from 84.0 percent to 86.5 percent.
Imports from covered countries saw their market share decrease from 11.5 percent to 7.5 percent, while
imports from noncovered countries saw their market share increase from 4.6 percent to 6.0 percent.
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Table FLAT IlI-7
Tin: U.S. shipments of domestic product, U.S. imports, by sources, apparent U.S. consumption, and
market shares, 2001-04, January-March 2004, and January-March 2005

January- January-
March March
Item 2001 2002 2003 2004 2004 2005

Quantity (short tons)
U.S. producers’ U.S. shipments 2,829,180 3,032,028 2,526,777 3,016,238 732,374 650,190
U.S. imports from:

Covered sources 386,093 238,414 218,133 312,565 37,347 91,012
Noncovered sources 154,161 156,938 174,813 159,650 39,309 44,040
Total U.S. imports 540,254 395,352 392,946 472,216 76,656 135,052
Apparent U.S. consumption 3,369,434 3,427,380 2,919,723 3,488,454 809,030 785,242

Value ($1,000)
U.S. producers’ U.S. shipments 1,684,340 1,821,174 1,601,920 1,938,167 454,732 488,194
U.S. imports from:

Covered sources 233,100 140,505 134,406 200,497 23,018 62,860

Noncovered sources 89,337 88,747 105,395 103,187 24,682 34,771

Total U.S. imports 322,437 229,252 239,801 303,683 47,700 97,631

Apparent U.S. consumption 2,006,777 2,050,426 1,841,721 2,241,850 502,432 585,825

U.S. market share based on quantity (percent)

U.S. producers’ U.S. shipments 84.0 88.5 86.5 86.5 90.5 82.8
U.S. imports from:

Covered sources 11.5 7.0 7.5 9.0 4.6 11.6

Noncovered sources 4.6 4.6 6.0 4.6 4.9 5.6

Total U.S. imports 16.0 11.5 13.5 13.5 9.5 17.2

U.S. market share based on value (percent)

U.S. producers’ U.S. shipments 83.9 88.8 87.0 86.5 90.5 83.3
U.S. imports from:

Covered sources 11.6 6.9 7.3 8.9 4.6 10.7

Noncovered sources 4.5 4.3 5.7 4.6 4.9 5.9

Total U.S. imports 16.1 11.2 13.0 13.5 9.5 16.7

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

Source: Compiled from data submitted in response to Commission questionnaires and official statistics of Commerce.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity of
apparent U.S. consumption of tin increased by 19.5 percent. The domestic industry’s share of the U.S.
market decreased by 0.1 percentage point. Imports from covered countries saw their share of the U.S.
market increase by 1.5 percentage points, while imports from noncovered countries saw their share of the
U.S. market decrease by 1.4 percentage points.

In January-March 2005 (the final period covered by the safeguard action), the quantity of
apparent U.S. consumption of tin was 2.9 percent lower than during January-March 2004. The domestic
industry’s share of the U.S. market was 7.7 percentage points lower in January-March 2005 than during
the same period in 2004. Total imports of subject tin held 7.7 percentage points greater market share in

FLAT 111-11



January-March 2005 than in the same period in 2004, with covered imports accounting for 7.0 percentage
points of the growth and noncovered imports accounting for 0.7 percentage point.

PRICING AND RELATED INFORMATION
Factors Affecting Prices

U.S. tin mill producers were asked to report the importance of certain factors that have influenced
the price of steel inthe U.S. market, and to indicate whether these factors have tended to increase,
decrease, or have no effect on the price of steel from March 2002 to December 2003 and from January
2004 to March 2005 (table FLAT 111-8).

The four factors rated most important by U.S. tin mill products producers from March 2002 to
December 2003 were: changesin the level of competition from imports from excluded countries, changes
in the level of competition from imports from non-excluded countries, changes in demand for steel within
the United States, and changes in demand for steel outside the United States. The three factors rated most
important by U.S. tin mill products producers from January 2004 to March 2005 were: changesin the
cost of raw materials, changes in energy costs, and changesin the level of competition from imports from
excluded countries.”

Pricing Practices

All of the four responding U.S. tin mill producers reported making no changes in the way they
determine the price they charge or discounts allowed for sales of steel since March 2002. Two of four
responding U.S. tin mill producers reported that they have increased the share of their sales made on a
contract versus aspot basis.® All four producers reported that contract prices tend to follow asimilar
trend as spot prices, athough several noted that contract prices tended to lag behind spot prices and are
not as volatile.

" Apparent U.S. consumption of tin mill products increased by 3.5 percent from 2001 to 2004 (table FLAT I11-7).
As previously mentioned, U.S. manufacturers' shipments of steel cans for food, a primary end product for tin mill
products, increased by 7.1 percent between the first quarter of 2001 and the first quarter of 2005.

Cold-rolled sheet products are the primary raw material input for tin mill products; prices for product 4, the cold-
rolled steel product for which the Commission collected quarterly price data, increased substantially between the
first quarter of 2001 and the first quarter of 2005 (table FLAT 11-21). However, *** typically purchases cold-rolled
sheet.

8 One producer reported that the shift towards more contract sales was a strategic effort to provide a more stable
customer and product mix to increase efficiency. U.S. steel consumers, however, reported that, beginning in the
fourth quarter of 2004, buyers resisted longer-term contracts as they believed the high prices of that period were not
sustainable. U.S. Steel Consumers' posthearing brief, p. 20.
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Table FLAT III-8

Tin: As reported by producers, the relative contribution of factors to the price of steel, and the influence of
these factors on the price of steel from March 2002 to December 2003 and from January 2004 to March 2005

March 2002 to

January 2004 to

December 2003 March 2005
Influence Influence
ltem Importance® of factors? Importance’ of factors?

Ranking | N D Ranking I N D
Changes in the cost of raw materials 1.8 2 2 1.0 4 0 0
Changes in energy costs 1.8 1 3 0 1.0 4 0 0
_Changes in the level of competition from 10 2 1 1 10 1 0 3
imports from excluded countries
_Changes in the level of competition from 13 0 1 3 13 2 0 2
imports from non-excluded countries
Ch_anges in demand for steel within the 15 2 2 1 15 3 1 2
United States
Ch_anges in demand for steel outside the 15 > 1 1 15 3 0 2
United States
Changes in transportation/delivery cost 23 1 3 0 20 4 0 0
changes
Changes in U.S. production capacity 1.8 0 2 2 2.0 1 2 1
Changes in the productivity of domestic 23 3 1 0 23 3 1 0
producers
Changes in competition between U.S. 23 0 4 0 23 0 4 0
producers
Changing market patterns 2.8 0 4 0 2.8 0 4 0
Changes in the level of competition from 28 0 4 0 o8 0 4 0
substitute products
Changes in the allocation of production o8 0 4 0 8 0 4 0
capacity to alternate products
Changes in labor agreements, contracts, etc. 25 2 2 0 3.0 1 3 0

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

FLAT III-13

' The numbers in this column represent the average ranking of each factor by responding producers, on a scale from 1 to 4
where 1 = very important, 2 = important, 3 = somewhat important, and 4 = not important. The factors have been sorted by
importance based on the responses for the period from January 2004 to March 2005.

2 The numbers in these columns represent the number of responding producers that reported that changes in a factor have
tended to increase prices (I), have had no effect (N), or have tended to decrease prices (D) for steel in the specified time period.

Note.—Not all producers answered for all of the factors and some provided more than one response per factor.



Price Data

The Commission asked for quarterly sales value and quantity datafor U.S. producers’ sales of the
following tin mill product during January 2001-March 2005:°

Product 6-Base pricefor single-reduced, electrolytic tin plate (1CRETP), 70-75
pound per base box. This commodity product is used primarily for end closures for
food cans. Itisalso used in compact disc bases.

During the period for which data were collected, reported pricing data accounted for *** percent
of the quantity of U.S. producers domestic commercial shipments of tin mill products.’® Weighted-
average prices and quantities sold of U.S.-produced tin mill product 6 are shown in table FLAT 111-9 and
infigure FLAT I11-2. A summary of the price datais shown in table FLAT [11-10.

Quarterly prices for the domestically produced tin mill product for which the Commission
collected pricing data remained relatively steady from January 2001 to December 2003 and began a
steady increase in 2004, with prices peaking in the first quarter of 2005. The weighted-average sales
price increased 26.5 percent over the entire period.

® Pricing data as presented here for January 2001 through December 2002 are the data collected in the monitoring
investigation. Pricing datafor January 2003 through March 2005 were collected separately in the current evaluation.

10%** .S, producers provided pricing data on product 6. Not all producers provided pricing for all quarters.
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Table FLAT III-9
Tin: Weighted-average price and quantity data for U.S.-produced product 6," by quarters, January 2001-
March 2005

Price Quantity
Period
Per ton Short tons
2001:
January-March $604.64 101,021
April-June 600.70 113,462
July-September 596.64 130,937
October-December 597.67 123,216
2002:
January-March 597.98 122,350
April-dune 596.04 135,426
July-September 597.65 141,452
October-December 599.80 143,415
2003:
January-March e e
April-dJune 606.60 241,780
July-September 598.45 300,092
October-December 595.55 254,353
2004:
January-March 597.52 291,027
April-dune 642.20 354,321
July-September 700.89 405,036
October-December 710.69 438,076
2005:
January-March 764.61 370,457

' Base price for single-reduced, electrolytic tin plate (1CRETP), 70-75 pound per base box.
Note—Quantities shown may not be reflective of the entire sample, as data from January 2001 to December 2002 were collected
in the monitoring investigation and data from January 2003 to March 2005 were collected in the current evaluation and each
sample may have included a different number of questionnaire respondents. Staff believes the price per ton data are reliable.

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

FLAT 11I-15



Figure FLAT IlI-2
Tin: Weighted-average f.o.b. prices of domestic product 6, January 2001-March 2005

Table FLAT IlI-10
Tin: Changes in quarterly prices of domestic product 6

Change in
price from Q1 Change in price Change in price  Change in price | Change in price
Product 2001 to Q1 from Q1 2002to from Q12003 to from Q12004 to | from Q1 2001 to
2002 Q12003 Q1 2004 Q1 2005 Q1 2005

Percent
6 -1.1 el el 28.0 26.5

Source: Compiled from data submitted in response to Commission questionnaires.
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PART IV: ADJUSTMENT EFFORTS

Section 204(d) of the Trade Act of 1974 (19 U.S.C. § 2254 (d)) requires the Commission,
following termination of arelief action, to evaluate the effectiveness of the action in facilitating positive
adjustment by the domestic industry to import competition, consistent with the reasons set out by the
President in the report submitted to the Congress under section 203(b) of the Act. In doing so the
Commission examines whether the industry has satisfied its previous commitments, comparing the
actions taken by workers and firms to the actions that were anticipated if relief were granted. This report
considers these efforts in the context of the prevailing economic circumstances during the period of relief.

PROPOSED ADJUSTMENT PLANS

In the section 201 investigation, the individual companies adjustment plans reviewed by the
Commission were designed to improve the domestic flat-rolled industry’ s ability to meet import
competition and largely fell into four general categories: restoring financial stability, investing in more
efficient facilities and equipment, developing new products and markets, and pursuing market-based
consolidation and rationalization. The domestic producers also argued that the domestic industry would
be assisted by public policy measures such as: legacy costs relief, including expanded access to federal
health programs/plans for retirees; tax incentives to spur consolidation/rationalization/liquidation of
capacity; and improved unfair trade law enforcement. Theindividual producers that provided
information make some or all of the productsincluded in the category “certain carbon and alloy flat-
rolled steel” (i.e., slabs, plate, hot-rolled, cold-rolled, and coated) and certain of these producers make tin
mill products aswell. A summary of the types of actions contained in U.S. producers proposed
adjustment plansin the section 201 investigation is presented in table FLAT IV-1.

Several integrated companies (Bethlehem, LTV, National, and U.S. Steel) estimated that the
industry needed to invest $7 billion to $9 billion over three years to maintain competitiveness. In
particular, the integrated steel companies described the following types of major investments as being
required: rebuilding existing coke plants and building one or two new “non-recovery” plants; relining or
refitting blast furnaces, modifying some blast furnaces to provide for coal injection or oxygen injection;
replacing older furnaces with COREX units; developing alternatives to scrap so minimills could produce
higher quality steel; acquiring ladle refining and degassing equipment at some mills; rebuilding or
converting continuous casters at some mills; upgrading hot-rolling mills with walking beam rehesat
furnaces, hydraulic coilers, and coil bending equipment; upgrading cold-rolling mills with annealing
furnaces and new pickle lines so they could produce higher quality steel; and environmental investments
such as waste oxide treatment facilities. The industry also stated that it would continue to invest in
developing new products and markets.

T Also included in the table is the number of firms that stated they had no planned adjustments.
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Table FLAT IV-1
Flat steel: Number of U.S. producers affirmatively reporting proposed adjustments in the section 201 investigation, by
product group

Certain flat products

Slab | Plate | Hotrolled  Cold-olled | Coated Tin

Number of reporting U.S. producers

20 19 28 28 2 8
Additional capital investment

11 ‘ 11 ‘ 18 ‘ 14 ‘ 14 ‘ 7
Further cost reductions

1 7 15 12 10 6
Improve product quality

7 7 1 °o 8 3

Increase capacity and/or production
6 8 °o 1 6 3
Develop new or innovative product lines
3 7 8 7 7 4
Increase productivity/speed in manufacturing process

1 2 | 6 5 6 3
Reduction in work force

3 3 4 4 4 3

Improved customer service

2 s s ‘. 5| L
No planned adjustments

2 4 3 o o 0

Utilization of e-commerce to reduce transaction costs or increase sales
1 ‘ 1 ‘ 1 ‘ 1 ‘ 1 ‘ 1
Increase employee training
1 o 1 o 1 0
Increase employment
o | 1 1 1 o | 0
Relocation or closing of facility

1 o 1 o 1 0
Research & development

o | o o | o | 2 | 0

Expand geographic reach of current customer base
1 o o o o 0

Source: Steel: Investigation No. TA-201-73, USITC Publication 3479, December 2001, table FLAT-80, p. FLAT-78, compiled
from data submitted in response to Commission questionnaires in that investigation.
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The Minimill 201 Coalition described investment plans of $2.3-$2.6 billion over four yearsto
increase efficiency and productivity by, for example, upgrading existing equipment and installing new
eguipment, developing new product grades, expanding capacity in certain product lines, adding marketing
personnel and production workers, and installing new information processing systems to improve
customer service. Ispat Inland’s adjustment plan contained a commitment to improving competitiveness
through rationalization of resources. Proposed adjustment efforts by 16 other producers of certain carbon
and alloy flat-rolled steel were mainly directed at acquisition of new equipment and upgrades to existing
eguipment, but also included organizational marketing and labor-related and other changes. The
proposed expenditures of those 16 firms totaled approximately $1.9 billion.

In the monitoring investigation, the Commission asked U.S. producers whether they indicated to
the Commission or USTR since the initiation of the original section 201 investigation that if relief were
granted as aresult of that investigation, their firms would make adjustments in their subject steel products
operations that would permit them to compete more effectively with imports of subject steel products
after relief expires. Thefirms' responses are presented at the end of this chapter in table FLAT 1V-3.

SIGNIFICANCE OF RELIEF AND ECONOMIC
CONDITIONS DURING ADJUSTMENT EFFORTS

The Commission asked U.S. producers to describe the significance of the safeguard measures
imposed by the President, effective on or after March 20, 2002, in terms of their effect on the domestic
firms operationsin the following categories:

(8 Production capacity, production, shipments, inventories, and employment.

(b) Return oninvestment, ability to generate capital to finance the modernization of domestic
plant(s) and equipment, or ability to maintain existing levels of expenditures for research
and development.

(c) Changesin collective bargaining agreements.

Firms were asked to compare their operations during the tariff-rate quota and increased import
duties (March 2002-December 2003) and after the termination of the tariff-rate quota and increased
import duties but while import monitoring remained in place (January 2004-March 2005). Additionally,
firms were asked to explain how they have separated the effects of section 201 relief from the effects of
other factors, such as closure or re-opening of domestic production facilities, changesin demand,
exchange rate changes, or antidumping and countervailing duties. The responses of firms are presented at
theend of Part IV in table FLAT IV-3.
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POST-RELIEF EFFORTS

The Commission asked U.S. producers to indicate whether they had undertaken any efforts to
compete more effectively in the U.S. market for the subject steel products. Firms responding
affirmatively were asked to identify:?

1. Any efforts that have been made by firms and/or their workers since March 20, 2002, to
compete more effectively,

2. The period (month(s) and year(s)) in which the efforts were made,
3. The expenditure or savings involved, as applicable, and

4. The effectiveness of efforts, including any competitive advantage acquired (i.e., increased
production, cost reduction, quality improvement, increased market share or sales, etc.).

In addition, if firmsfelt that any of these efforts were made primarily to compete with sales of
imported subject steel products, they were instructed to so indicate and to give the reasons in support of
their beliefs. To the extent possible, firms were asked to furnish the Commission with memoranda,
studies, or other documentation that indicate that such competitive efforts were undertaken primarily
against imports of subject steel. A summary of the types of U.S. producers' reported actual adjustment
efforts are presented in table FLAT 1V-2 and the responses of firms are presented at the end of Part IV in
table FLAT IV-3.

2 Categories on which producers were asked to comment were: investments made; capacity reductions; cost
reductions with existing equipment; diversifications/expansions; mergers and consolidations; new products
developed or new applications for existing products; organizational changes; changesin production practices; efforts
to secure an adequate supply of raw materials; marketing changesin U.S. and foreign markets; employee reductions;
changes in pension liahilities, healthcare, and union contracts; and all other efforts made by firm or workers to
compete.
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Table FLAT IV-2
Flat steel: Number of U.S. producers affirmatively reporting actual adjustments in the section 204 investigation, by
product group

Certain flat products
Slab | Plate | Hotrolled  Cold-olled | Coated Tin

Number of U.S. producers reporting adjustments

7 | 7 | 16 | 17 | 18 | 4
Investments made
7 ‘ 5 ‘ 13 ‘ 14 ‘ 14 ‘ 3
Capacity reductions
1 | 2 | 2 | 3 | 3 | 1
Cost reductions with existing equipment
5 | 3 | 10 | 7 | 10 | 2
Diversifications/expansions
2 | 1 | 3 | 2 | 3 | 0
Mergers and consolidations
4 | 3 | 5 | 6 | 5 | 1
New products developed or new applications for existing equipment
S 2 S N
Organizational changes
5 | 3 | 7 | 7 | 6 | 2
Changes in production practices
4 ‘ 4 ‘ 7 ‘ 6 ‘ 7 ‘ 2
Efforts to secure raw materials
4 | 4 | 9 | 8 | 7 | 2
Marketing changes (U.S. and foreign markets)
2 | 3 | 6 | 7 | 5 | 3
Employee reductions
4 | 2 | 5 | 7 | 7 | 3
Changes in pension liabilities, healthcare, and union contracts
4 | 3 | 6 | 7 | 6 | 3
All other efforts made by firm or workers
1 | 1 | 1 | 2 | 2 | 0

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

The majority of responding domestic producers have made capital investments in order to expand
product lines and to upgrade existing facilities.®> Gallatin reported that it acquired Ghent Steel Industries
in 2002 to provide in house coil processing and to increase value added sales.* In 2001, IPSCO Steel
opened the newest flat-rolled minimill in the U.S., a plate and hot-rolled sheet mill in Mobile, AL. In
2004 the company announced a significant investment in anew 170,000 ton-per-year heat treat line for

® The European Confederation of Iron and Steel Industries cited these capital investments as proof that the U.S.
steel industry has made a positive adjustment to import competition. European Confederation of Iron and Steel
Industries, posthearing brief, pp. 5-6.

41PSCO Steel, Gallatin Steel, and Steel Dynamics' posthearing brief, p. 4.
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the Mobile mill.> SDI purchased Galv Pro, a galvanized sheet mill, out of bankruptcy in February 2003,
and restarted production in July 2003. Also in 2003, the company installed a 240,000 ton paint coating
line. SDI aso made a substantial investment in a sections and rail facility in Whitley County, IN and in
Qualitech, abar minimill purchased out of bankruptcy.® Finally, U.S. Steel reported that it will rebuild its
Number 13 blast furnace at Gary Works, which accounts for approximately *** percent of the iron
produced at that facility. This project, which will cost over *** | isreportedly the largest single capital
investment the company has made since the early 1990's.’

During the period under review the domestic flat-rolled industry underwent dramatic
restructuring. In particular, 1SG, Nucor, and U.S. Steel invested billions of dollarsto consolidate the flat-
rolled industry.® In April 2002, ISG acquired LTV’s assets, in September 2002, 1SG purchased Acme's
assets, and in May 2003, 1SG purchased Bethlehem' s assets. The company stated that those successful
acquisitions led to the asset acquisition of Weirton Steel in 2004.° Nucor bought the assets of Trico Steel,
a bankrupt producer of hot-rolled products, in 2002. 1n 2004, Nucor acquired a cold-rolling mill from
Worthington Industries and substantially all of the assets of Corus Tuscaloosa.® In May 2003, U.S. Steel
purchased the assets of National Steel. Gallatin purchased the assets of Ghent Steel Industries, a
cut-to-length finishing operation.* In posthearing submissions, several domestic flat-rolled steel
producers expressed their view that without Section 201 relief, these consolidation efforts would not have
been possible.’

Nearly half of responding domestic producers reported that they have undertaken efforts to secure
raw materials since March 20, 2002. Raw materials for steel production include coke, iron ore, limestone
and scrap. Cokeisarefined carbon product produced by baking coal to drive off volatile matter, and is
the principal fuel used to produce hot metal in blast furnaces.** To guarantee areliable coke supply,
Wheeling-Pittsburgh Steel and Severstal N.A. are working toward an agreement to rehabilitate Wheeling
Pittsburgh’s coke batteries in Follansbee, WV. The coke batteries are capable of producing one million
tons ayear, but require substantial capital investment to achieve that level of production. The two
producers are negotiating the terms of ajoint venture that would give Severstal N.A. a 50-percent
ownership stake in exchange for a$120 million capital investment.’ Scrap is used for a portion of the
basic oxygen furnace charge; hot metal accounts for the remainder. In addition, scrap isamajor input for

® |PSCO Sted, Gallatin Steel, and Steel Dynamics' posthearing brief, p. 4.
® |PSCO Stedl, Gallatin Steel, and Steel Dynamics posthearing brief, p. 4.
"U.S. Steel’ sresponse to Commission questions, p. 4.

® The European Confederation of Iron and Steel Industries cited this merger and acquisition activity as further
proof that the domestic industry has made a positive adjustment to import competition, “With larger, substantially
stronger companies vying for market share, the industry as awhole is more competitive, both internally and with
foreign producers.” European Confederation of Iron and Steel Industries, posthearing brief, p. 8.

® Mittal Steel USA 1SG’s response to Commission questions, p. 1.

9 Nucor’s posthearing brief, p. 8.

1 STEEL: Monitoring Developments In The Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632,
September 2003, p. FLAT IV-7.

2 Mittal Steel USA 1SG’s posthearing submission, p. 1-2, Nucor’ s posthearing brief p. 7, and U.S. Steel’s
posthearing submission, p. 8, But see Japan Iron & Steel Federation’s posthearing submission, p. 11-12.

13 Certain Hot-Rolled Flat-Rolled Carbon-Quality Steel Products From Brazil, Japan, and Russia, Inv. Nos. 701-
TA-384 and 731-TA-806-808 (Review), USITC Publication 3767, April 2005, p. I-19.

14 Scott Robertson, W-P puts more coke into deal with Severstal, American Metal Market, August 9, 2005, found
at http://www.amm.com/news-2005-08-09 18-47-36.html, retrieved August 17, 2005.
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electric arc furnace (EAF) production.’® In 2004, the tight supply of scrap and alternative iron units for
steel making furnaces led to arenewed interest in scrap substitutes such asiron ore, DRI, hot-briquetted
iron (HBI), Kwicksteel, pig iron, and Mesabi Nugget. Today, Mittal Steel, Nucor, and SDI either have or
are developing aternative iron projects.’® Nucor, the largest U.S. buyer and user of scrap and scrap
substitutes, is developing high-quality scrap substitutes in an effort to control about one-third of itsiron
unit consumption, between 6 million and 7 million tons.*” The company has joint ventures constructing
pigiron plantsin Australia and Brazil and has relocated the former American Iron Reduction, a direct-
reduced iron (DRI) plant that Nucor acquired out of bankruptcy in 2004, from Louisiana to Trinidad.™®
The plant in Australia, HIsmelt, will have an initial capacity of 800,000 tons of pig iron annually and is
expected to begin shipments by the fourth quarter of 2005. The Brazilian joint venture will have a
380,000 ton capacity and is due to begin pig iron production by the end of 2005. Finally, the relocated
DRI plant in Trinidad is being re-assembled and should start operating in the second half of 2006, with
anticipated production of 1.8 million tons of DRI annually. Nucor’s 2005 investments in these joint
ventures will total approximately $150 million.*

SDI has made substantial investmentsin Iron Dynamics and in new iron-making alternative
technol ogies to reduce dependence on the volatile scrap market.®® SDI operates an HBI facility, which it
restarted in 2003, and has ajoint venture, Mesabi Nugget L CC, to turn low-grade iron ore fines and
pulverized coal into high-purity nuggets. The company has a pilot plant in Minnesota and plans to build
two 500,000 ton-per-year commercia plants, one in Indiana, near SDI’s mill, to provide operational
savings, and the other in Minnesota. The plants are moving through the permit process and oneis
tentatively expected to begin production in 2007. Mittal Steel USA hastwo alternative iron facilities, the
former Cliffs & Associates HBI facility and the former Georgetown Steel Co.’s 500,000 ton DRI plant.*

Several domestic producers reported that since March 20, 2002, they experienced changesin
union contracts. The new contracts represented a shift toward more flexible labor agreements.? In 2003
ISG and U.S. Steel both reached new labor agreements with the United Steelworkers of America that
were designed to improve industry competitiveness. The agreements provide for workforce restructuring,

15 Certain Hot-Rolled Flat-Rolled Carbon-Quality Steel Products From Brazil, Japan, and Russia, Inv. Nos. 701-
TA-384 and 731-TA-806-808 (Review), USITC Publication 3767, April 2005, p. I-19.

& Myra Pinkham, Out of sync in alternative iron, American Metal Market, June 17, 2005, found at
http://www.amm.com/feature-2005-06-17_09-31-52.html, retrieved July 29, 2005.

 Myra Pinkham, Out of sync in alternative iron, American Metal Market, June 17, 2005, found at
http://www.amm.com/feature-2005-06-17_09-31-52.html, retrieved July 29, 2005, and Scott Robertson, Nucor
hopping as ‘leapfrog’ iron alternate plans progress, American Metal Market, July 22, 2005, found at
http://www.amm.com/news-2005-07-22 15-48-49.html, retrieved July 29, 2005.

18 According to Sylvia Tann, a consultant at Hatch Ltd, no company is building DRI or HBI plantsin North
America because of high natural gas prices. Myra Pinkham, Out of sync in alternative iron, American Metal
Market, June 17, 2005, found at http://www.amm.com/feature-2005-06-17 09-31-52.html, retrieved July 29, 2005.

19 Scott Robertson, Hungry for iron, Nucor is set to turn a new leaf in ‘pig’ production, American Metal Market,
April 29, 2005, found at http://www.amm.com/news-2005-04-29 08-47-32.html, retrieved July 29, 2005, and Scott
Robertson, Nucor hopping as ‘leapfrog’ iron alternate plans progress, American Metal Market, July 22, 2005,
found at http://www.amm.com/news-2005-07-22 15-48-49.html, retrieved July 29, 2005.

2 |PSCO Stedl, Gallatin Stedl, and Steel Dynamics, posthearing brief, p. 4.

2 Myra Pinkham, Out of sync in alternative iron, American Metal Market, June 17, 2005, found at
http://www.amm.com/feature-2005-06-17_09-31-52.html, retrieved July 29, 2005.

2 According to the Japan Iron & Steel Federation, more flexible labor coupled with new technology and cheap
inputs, placed some U.S. producersin aposition to eliminate all but the most competitive producers. Japan Iron &
Steel Federation’s written statement, p. 4.
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and amore variable and competitive cost structure.” *** reported that the company recently negotiated
new labor agreements with ***. These new agreements have partially reduced *** healthcare costs and
provided more workforce flexibility through fewer job classifications.®* U.S. Steel reported that these
new labor agreements have made the domestic flat-rolled industry more competitive, as evidenced by the
decrease in unit labor costs from 2001 to 2004.> The use of more flexible labor agreements is reportedly
continuing, as*** is now working on *** because the company’s ***

As noted above, U.S. producers were asked to comment in their questionnaire responses on (1)
the significance of the section 203 relief on their firm’'s operations, and (2) the efforts they have
undertaken to compete more effectively in the U.S. market. The responses of firms are presented in the
following table FLAT IV-3.

Table FLAT IV-3
Flat steel: Comments of U.S. producers®

LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No
AK Steel (slabs, hot-rolled, cold-rolled, and coated) X Fkk Fkk
A _—
B *kk

C | Investments made: In 2003, AK Steel committed to installing pollution-control measures on its Middletown, Ohio blast furnace to
meet new federal standards under the Clean Air Act by May of 2005. We also committed to meeting the new standards required for
our Middletown steelmaking shop by the required May 2006 deadline. The total cost of these projects is $66 million. We also
recommitted to making steel in Ashland, Kentucky with approval for the investment of $65 million in a vacuum-degassing facility and
an enhancement to the caster. Completing this project will enable AK Steel to more closely match its steelmaking capabilities with
its customers’ needs. This investment will not materially impact the amount of purchased carbon slabs that the company will need to
purchase (currently from foreign producers). However, it will provide a cost benefit to the company and will provide us with more
purchasing flexibility since there are more producers of the grades of steel slabs we will need to purchase in the future.
Organizational changes: On September 18, 2003, AK Steel announced that Richard M. Wardrop- chairman and CEO and John G.
Hritz- president had resigned their respective positions with the company by mutual agreement with the company’s board of
directors. In October 2003, Mr. James L. Wainscott was named President and CEO of the company.

Changes in production practices: The company is now melting carbon steel products at its facilities that were previously only
melting stainless and electrical products. This will help the company reduce its dependency and need to purchase carbon slabs
from third-party producers.

Efforts to secure raw materials: The company has implemented various raw material surcharge pricing mechanisms with its spot
market customers. The company has also entered into new agreements with several of its contract customers which now contain
variable price mechanisms which help the company deal more effectively with escalating steelmaking input costs.

Employee reductions: Our total employment has been reduced by 1,100, or nearly 12% since October 2003.

Changes in pension liabilities, healthcare, and union contracts: The company has recently negotiated new labor agreements
with represented employees at its Coshocton, Ohio, Rockport, Indiana, Mansfield, Ohio and Ashland, Kentucky Steel plants.
Overall, the new contracts have allowed the company to partially reduce its healthcare costs and to provide more workforce flexibility
through fewer job classes to begin to address the competitive total labor cost disadvantage it faces versus its competitors. As
indicated in our 2004 Form 10-K, our pension funds are significantly underfunded. Our pension benefit obligations at the end of
2004 were $3,830.1 million partially offset by pension plan assets of $2,484.3 million resulting in an approximate funded position of
65%. The company has improved this funding percentage slightly as the result of an early, voluntary pension funding payment of
$150 million in January 2005.

Table continued. See footnotes at end of table.

% U.S. Steel’ sresponse to Commission questions, p. 5.
24 x** producer questionnaire response, section 11-1-B.
% U.S. Stedl’ s response to Commission questions, pp. 22-23.
% *** producer questionnaire response, section 11-2-B.
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Table FLAT IV-3
Flat steel: Comments of U.S. producers®

LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No | known Yes No
Alton Steel (slabs) X ok ok
A _—
B _—
C _—
Apollo Metals (coated) X ok -
A _—
B | -
c | -
Beta (hot-rolled) ‘ ‘ X ‘ sk ‘ -
A -
B | -
c | -
Blair Strip Steel (cold-rolled) X ok ok
A _—
B *kk
*kk
*kk
c | -
California Steel (plate, hot-rolled, cold-rolled, and coated) ‘ ‘ X ‘ kk ‘ Hokk
A _—
B _—
C —_—
Canfield Metal (coated) X ok ok
A _—
B *kk
C _—
CSN (cold-rolled, and coated) X ok —
A _—
B *kk
*kk
Cc | -
Double G Coatings (coated) X ok ok
A _—
B *kk
*kk
C *kk

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments | Yes No known | Yes No
Duferco Farrell (hot-rolled, and cold-rolled) X e e
A _—
B _—
Cc | -
Ergste Westig South Carolina (cold-rolled) X Fkk Fkk
A _—
B *kk
*kk
cC | -
Gallatin Steel (hot-rolled) X rkk xxk
A -
B *kk
C | -
Gibraltar Industries (cold-rolled) X Fkk xxx
A -
B _—
cC | --
Greer Steel (hot-rolled, and cold-rolled) X Fkk xxx
A -
B *kk
*k%k
C | Investments made: Purchased new anneal furnaces at a cost of $3.4 million to increase productivity, purchased new packaging
line at a cost of $130,000 to improve quality and purchased new slitter head at a cost of $189,000 to improve quality.
IPSCO Enterprises (slabs, plate, and hot-rolled) X ok bl
A *kk
B *k%k
*kk
cC | -
Ispat Inland (slabs, hot-rolled, cold-rolled, and coated) X Fkk Fkk
A *kk
B *kk

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

A
B
C

LEGEND
Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
Comments of U.S. producers on their efforts to compete more effectively in the U.S. market

Has firm undertaken

Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No

Ispat Inland (slabs, hot-rolled, cold-rolled, and coated)-Continued

C | Investments made: Ispat Inland undertook a $100 million relining and upgrading of its Blast Furnace No. 7 during the second half
of 2003. Neither this project nor other long-term capital improvements of the company’s flat product manufacturing facilities
conducted during the Section 201 program’s term could have been made without the Section 201 program’s protection from surging,
unfairly priced imports, which stabilized prices in a volatile market and bolstered the domestic industry’s confidence in making capital
investments for the future. Unfortunately, a number of other planned capital investments described in Ispat Inland’s positive
adjustment plan submissions during the Section 201 program were ultimately shelved because they were no longer viewed as
economically feasible long-term - economic decisions that were influenced by the Section 201 program’s early termination in
December 2003.

Mergers and consolidations: The integration of Ispat Inland’s operations with those of the former International Steel Group (ISG)
to form Mittal Steel USA in 2005 is expected to save more than $200 million in purchasing and manufacturing synergies,
approximately $20 million in operating synergies, and about $60 million in an one-time inventory reduction. In addition, savings are
also anticipated in revenue enhancements, reduced capital expenditures, and contract-related improvements in productivity. The
roots of the new Mittal Steel USA can be traced to the Section 201 program. Wilbur Ross, the chairman of the former ISG, has
repeatedly stated that the Section 201 program promoted market conditions that encouraged his purchase and consolidation of the
bankrupt assets of the various steel companies composing ISG.
New products developed or new applications for existing products: Ispat Inland has a large number of products under
development, and the integration of Ispat Inland and the former ISG is expected to create the largest steel product research and
development program in the United States. These activities are expected to significantly improve the competitiveness of the new
company, Mittal Steel USA, with both domestic and imported flat products.
Efforts to secure raw materials: The integration of Ispat Inland and the former ISG will increase Ispat Inland’s access to raw
material supplies domestically. Ispat Inland’s ongoing relationships with its sister subsidiaries of Mittal Steel N.V. will continue to
ensure raw material supplies from abroad when needed.
Employee reductions: Employee reductions occurred over this period through increased efficiencies, natural attrition and
retirements.
Changes in pension liabilities, healthcare, and union contracts: In July 2003, in an agreement with the Pension Benefit
Guaranty Corp. (PBGC), Ispat Inland contributed an additional $50 million to its $290 million pension trust and granted the PBGC
$160 million security in certain assets. Ispat Inland’s six-year collective bargaining agreement with the United Steel Workers of
America (USWA) expired in 2004. The company is now working on a unified collective bargaining agreement patterned on the one
the former ISG negotiated with the USWA.

Jindal Steel (plate) X okk rxx

A *k%k

B | -

Cc | -

JIT Steel (plate, hot-rolled, cold-rolled, and coated) X xxk okk

A -

B | -

Cc | -

Le Tourneau (plate) X whk okk

A *k%k

B *k%k
*k%k

C | -

Lone Star Steel (hot-rolled) X Fkk rkk

A *kk

B *k%

C | -

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

LEGEND

A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No
Mittal Steel USA ISG (slabs, plate, hot-rolled, cold-rolled, coated,
and tln) X2 Hokk Hkk
A *kk
B *kk
C | International Steel Group Inc. (“ISG”) came into existence in early 2002 as a result of the numerous bankruptcies in the steel sector

that resulted in large part from waves of dumped and subsidized imports. By providing for temporarily improved market conditions
and relief from imports, the Section 201 safeguard enabled ISG to acquire out of bankruptcy the steelmaking assets of Acme, LTV,
Bethlehem Steel in 2002 and 2003. These successful acquisitions also led to the asset acquisition of Weirton in 2004. Thus, ISG’s
existence was contingent upon the company being able to restore competitiveness to high-cost assets idled as a result of
bankruptcy. For example: The acquisition of LTV mitigated the supply constraints in the U.S. market by restarting the bulk of LTV’s
idled assets in May of 2002. The acquisition of Acme Steel’s assets in October of 2002 helped diversify ISG’s product line to include
higher value-added mid-to-high carbon hot band. 1SG’s acquisition of Bethlehem'’s assets in May of 2003 enhanced ISG'’s ability to
supply the automotive industry as well as broadened its product offerings. The Weirton acquisition in May 2004 expanded ISG's
product offerings to tin mill products. The merger with Mittal Steel Co. N.V. is projected to save the company over $200 million
annually in purchasing and manufacturing as a result of integrated purchasing processes, purchase-price reductions, changes in the
mix of purchased goods, and facility optimization. 1SG (now Mittal Steel USA ISG Inc. pursuant to the completion of a merger
agreement on April 15, 2005) has made significant and continuing efforts to become a competitive global steel producer capable of
withstanding import competition. Some of these efforts were a direct result of the asset acquisitions as outlined above, e.g.,
decisions not to restart inefficient capacity, addition of new product lines and expansion of existing offerings, new collective
bargaining agreements. Other efforts to compete such as the restart or idling of capacity as a result of changes in domestic demand
have been in response to changing market conditions. As ISG began operations in April 2002, after the conclusion of the Section
201 investigation, ISG made no indication to either USTR or the ITC concerning adjustments to its operations. To the extent that
ISG’s predecessor companies made commitments concerning their adjustment plans, ISG’s acquisition of their assets, a significant
adjustment in its own right, supercedes those commitments. Below is a detailed description of Mittal Steel USA ISG'’s efforts to
compete since March 2002. To the extent practicable in a public discussion, we have provided specific information regarding each
of the Commission’s categories. To avoid confusion, we refer to Mittal Steel USA ISG Inc. as “ISG” with respect to all events prior to
April 2005.

Investments made: As a result of favorable market conditions in 2004, ISG was able to make long-deferred capital investments to
assist with its efforts to be a competitive global steel producer. In 2004 for example, ISG reported $267.2 million in capital
expenditures and investments compared to $96.9 million in 2003.

Capacity reductions: As of late 2003, 2.7 million tons of inefficient iron-making capacity and 3.3 million tons of inefficient rolling
capacity were shutdown. Following the acquisition of LTV, for example, ISG closed and began the dismantling of a 40-year old hot
strip mill in Cleveland. Further, ISG shut down Acme Steel’s old and inefficient blast furnace.

New products developed or new applications for existing products: Both ISG and now Mittal Steel USA ISG Inc. have
committed to furthering product development work at the Homer Research Facility in Bethlehem, PA. In 2003 and 2004, ISG spent
$5 million and $9 million respectively on new product development research efforts. The research from this facility has resulted in
the introduction of products such as Galvalume, a trademark steel with a zinc and aluminum coating that reduces corrosion and is
now used as a standard in the steel industry. Further, in 2004, ISG improved its product mix from a higher percent of shipments of
value added coated, plate, and tin plate products as well as a lower percent of shipments of hot rolled products.

Organizational changes: Underlying each of ISG’s asset acquisitions was the negotiation and acceptance of innovative new labor
agreements designed to increase productivity through a broadened scope of responsibility and accountability at each level of the
workforce. As of December 31, 2004, ISG had approximately 15,500 employees, almost all of which were under collective
bargaining agreements with the United Steelworkers of America or the Independent Steelworkers Union. These new agreements
were all ratified between 2003 and 2004, and are not set to expire until 2008 and 2009. Notably, the agreements streamlined job
classifications, implemented alternative work schedules, and eliminated previously restricted work rules. Such changes have
resulted in increased flexibility and worker productivity. As of late 2003, the company projected cost savings from these agreements
is in excess of $500 million per year.

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

A
B
C

LEGEND
Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
Comments of U.S. producers on their efforts to compete more effectively in the U.S. market

Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively

Not
known

Firm/products/comments Yes ‘ No Yes ‘ No

Mittal Steel USA ISG (slabs, plate, hot-rolled, cold-rolled, coated, and tin)-Continued

C

Changes in production practices: While basic production practices in making steel have not changed, ISG has instituted a
number of initiatives that have fundamentally altered the production procedures and philosophy at each of the acquired facilities,
including changes in work rules, new bonus initiatives to workers, profit-sharing, reduction of job classifications from 30 to 5, and a
reduction in management structures both in the factory and in corporate headquarters. Another result of ISG’s acquisitions has been
the company’s ability to balance maintenance outages by rotating outages during peaks in demand amongst different facilities in
order to better serve our customers.

Efforts to secure raw materials: Recognizing that access to raw materials is a critical component of ISG’s business, the company
has taken steps to ensure an adequate supply of raw materials now and in the future. For example, substantially all of Mittal Steel
USA ISG Inc.’s 2005 iron ore requirements are under contract or supplied by entities in which the company maintains an ownership
interest. Moreover, the company has a non-cancellable contract with Cleveland-Cliffs Inc. for an annual supply of iron ore pellets
through 2016 for the Cleveland and Indiana Harbor facilities. With respect to coke supplies, the company sources some of its coke
from its coke batteries in Warren, Ohio and Burns Harbor, Indiana, while simultaneously supplementing its needs through long-term
contracts. As the price of raw materials rose sharply in 2004 in light of significantly decreased global supply, ISG added surcharges
to some of its contracts to cover some or all of these costs.

Employee reductions: At the outset, it should be noted that the formation of ISG resulted in the restoration of thousands of jobs
that would have been lost if the steelmaking assets of ISG’s predecessor companies remained idle. That said, there have been
some necessary workforce reductions since March 2002, both in terms of management and hourly positions. For example, ISG has
been able to maximize efficiency by running its facilities with approximately 60 percent of the hourly workforce that ISG’s
predecessor companies had and less than 50 percent of the salaried workforce. See Testimony of Jerry Nelson at the HRS Hearing
(Mar. 2, 2005). Recognizing the painful yet necessary process of downsizing to ensure cost-savings and therefore enhance
competition, ISG made substantial efforts to mitigate the loss of jobs. For example, in 2003, the company committed millions of
dollars to a transition assistance program aimed at offering 2,000 hourly workers in 2003 a sizeable cash buy-out to assist with the
transition out of the company. These reductions were necessary to reduce the number of man-hours needed to produce one ton of
steel from 2.5 to 1.

Changes in pension liabilities, healthcare and union contracts: By purchasing only the assets of Acme, LTV, Bethlehem,
Weirton and Georgetown, ISG did not assume these companies’ pension liabilities and retiree health benefit costs. The absence of
defined benefit pension and retiree health care plans makes ISG’s cost structure more variable than other domestic integrated
producers. In 2004, total variable compensation paid to or on behalf of union employees was $432 million. This included production
bonuses, profit sharing, and contributions to pension and retiree healthcare/life insurance trusts. In this regard, ISG (and now Mittal
Steel USA ISG Inc.) committed itself to directing a percentage of operating profits to a trust fund that will restore some of those lost
benefits to the companies’ retirees. The success of the company’s efforts is therefore contingent upon the company being able to
operate at reasonable levels of profitability — which in turn is influenced by relief from unfairly priced and subsidized imports.
Marketing changes in U.S. and foreign markets: Inthe U.S., ISG created an automotive sales group at the Burns Harbor facility
to act as the focus point for ISG’s automotive sales, service and development effort. Historically, ISG’s opportunities for sales
outside of the U.S. have been intermittent and highly competitive. In 2004, however, ISG increased its overall export sales to $337.9
million from $165 million in 2003 (which remains a relatively small share of total sales).

National Galvanizing (coated) ‘ ‘ % . P~

A

B

C

A

B

C

Table

continued. See footnotes at end of table.
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Table

FLAT IV-3--Continued

Flat steel: Comments of U.S. producers®
LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No
North Star Steel (plate) X rkk Fkk
A o
B *kk
*kk
C | -
Nucor (slabs, plate, hot-rolled, cold-rolled, and coated) X Fkk rkk
A *kk
B *kk
C | Nucor's efforts are directed at effectively competing against all competitors regardless of whether they are domestic or foreign.
Thus, there are no Nucor investments that are targeted specifically at competing with imports. Nucor has, from time to time, had to
introduce marketing efforts to combat increasing volumes and offers of low-priced steel imports and has submitted relevant evidence
of these efforts, in confidence, to the Commission in other investigations. Further, each Nucor mill is continuously engaged in efforts
to compete more effectively against other suppliers. The most significant efforts are noted below.
Investments made: Nucor acquired the Decatur, Alabama hot-rolled mill from Trico Steel in July 2002 and cast its first heats
approximately 60 days after acquisition as Nucor accelerated the re-start of this facility. Nucor also acquired an option to purchase
American Iron Reduction, a scrap-alternative producer, in December 2003. In 2004, Nucor acquired a cold-rolling mill located in
Decatur, Alabama, from Worthington Industries and a plate mill from Corus Steel located in Tuscaloosa, Alabama. In March 2005,
Nucor announced that it was adding 2 vacuum degassers in order to increase the qualities of flat-rolled steel that it produces. Each
Nucor facility has also made smaller investments since March 2002 that were intended to increase the facility's competitiveness, but
Nucor prefers not to publicly issue a comprehensive list of these projects.
Capacity reductions: Nucor is currently accelerating its maintenance shutdowns at its flat-rolled mills because soft demand makes
it possible to reduce production without adversely affecting customers.
Cost reductions with existing equipment: Each Nucor facility continuously tries to reduce costs with its existing equipment and
continuously evaluates whether the acquisition of new equipment or a change in procedure will result in lower costs, higher quality,
or greater output or some combination of these. Nucor prefers not to publicly issue a comprehensive list of these projects.
Diversifications/expansions: As noted above, Nucor acquired the Decatur mill in July 2002, a cold-rolling mill in Decatur in 2004,
and acquired the Tuscaloosa mill in 2004. These are Nucor's most significant diversifications/expansions and mergers and
consolidations in the flat rolled steel area.
Ohio Coatings (tin) X Fkk Fkk
A _—
B _—
cC | --
Oregon Steel Mills (slabs, plate, and hot-rolled) X Fkk Fkk
A _—
B *kk
cC | --
Pre-Coat Metals (hot-rolled, cold-rolled and coated) X Fkk rkk
A _—
B *kk
Cc | --

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No
Pro-Tec Coating (coated) X Fkk Fkk
A *kk
B *kk
C | Investments made: Investments are continually being made to improve Pro-Tec's production facilities. Some of the more
significant projects which improved Pro-Tec's overall production performance were: 1) Improved combustion control in the furnace
on its second hot-dip continuous galvanizing/galvannealing line (“CGL 2"); 2) Improving strip cooling effectiveness on CGL 2; 3)
Improving strip cooling effectiveness on its original line (“CGL 1").
Diversifications/expansions: See new product development below.
New products developed or new applications for existing products: In response to the ITC’s steel safeguard investigation, Pro-
Tec identified new product development as a specific action plan to combat excessive imports and to maintain its market share in
the automotive market. Through the development and commercialization of Advanced High Strength Steels (AHSS), Pro-Tec has
gained a significant competitive advantage since the original safeguard investigation. Today, Pro-Tec Coating Company is the
largest supplier of corrosion-resistant AHSS to automotive manufacturers. These AHSS are the next generation of ultra high-
forming and high-strength steels. The combination of high formability and high strength allow automotive manufacturers to reduce
the weight of their vehicles without any corresponding loss of formability, resulting in improved crash-worthiness and fuel economy.
Changes in production practices: Pro-Tec is continually looking for new ways to improve its production practices. In particular,
Pro-Tec has recently concentrated on developing methods of processing coils of varying characteristics in a manner that will ensure
that all AHSS made from those coils will meet the same exacting standards.
Rome Strip Steel (cold-rolled) X ok ok
A
B *k%k
C | Investments made: Rome Strip Steel's primary competition is other domestic cold-rolled strip steel producers. We compete on a
very limited basis with foreign producers of cold-rolled strip steel. In order to remain competitive in our marketplace we have
consistently reinvested in our plant and equipment. The most recent major capital investment was a temper mill installed in 2003 at
a cost of 8 million dollars. This allowed us to remove two pieces of equipment and made us more productive.
Changes in production practices: We are also constantly trying to improve our production practices and use of manpower.
Through the use of improved methods and scheduling we have been able to reduce our employee count steadily. We have been
able to maintain the same level of production with less workers. We have accomplished this entirely through attrition.
All other efforts made by firm or workers to compete: The improvements we have made in quality and productivity have allowed
us to maintain our market share and our position with key accounts. Our domestic competition continues to improve and we must
improve as well in order to stay competitive.
Severstal N.A. (slabs, hot-rolled, cold-rolled, and coated) X Fkk rkk
A *kk
B | -
CcC | -
Spartan Steel Coating (coated) X rkk Fkk
A _—
B *k%
CcC | -

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

LEGEND
A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No
Steelscape (cold-rolled, and coated) X rkk rkk
A o
B *kk
C | Investments made: Cut-to-length line over the period of 7/02-4/03, estimated expense of $4,000,000. This gave the ability to
supply sheet products to the HVAC and service center accounts.
Diversifications/expansions: Warehouse additions over the period 1/03-4/03. This gave the ability to control distribution channels
and provide better service to our customers.
Mergers and consolidations: Acquisition of MSC facility at Richmond, 6/02, estimated expense of $26,000,000. This provided
additional painting capacity to allow for shorter lead-times and greater reliability. Acquisition of Polymer Coatings at Fairfield, AL,
12/31/04, estimated expense of $27,900,000. This provides additional painting capacity in a key target market.
Steel Dynamics (hot-rolled, cold-rolled, coated) X ok ik
A
B | -
Cc | -
The Techs (coated) X ok ok
A
B | -
Cc | -
Theis Precision (cold-rolled) X ik bl
A -
B *kk
C *kk
Thomas Steel (cold-rolled, and coated) X ok ik
A
B *k%k
C | -
Thompson (cold-rolled) X ok ok
A J—
B J—
C —_
U.S. Steel (slabs, plate, hot-rolled, cold-rolled, coated, and tin) X ok ok
A *k%k
B *k%k

Table continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

A
B
C

LEGEND
Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
Comments of U.S. producers on their efforts to compete more effectively in the U.S. market

Has firm undertaken

Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No

U.S. Steel (slabs, plate, hot-rolled, cold-rolled, coated, and tin)-Continued

C

Table

Investments made: U.S. Steel’s most important investment was its purchase of the assets of National Steel in May 2003. This
investment has significantly improved U.S. Steel's competitive position. Indeed, total savings from operational synergies associated
with this transaction, including workforce reductions and administrative cost reduction programs, have exceeded $400 million in
annual repeatable cost savings. As a result of the steel crisis that began in 1998, U.S. Steel, like other domestic producers, was
unable to make needed capital expenditures to improve and upgrade its facilities. However, due to improved market conditions
(which were directly influenced by Section 201 relief), these expenditures have begun to increase. Capital expenditures for 2005 are
expected to be approximately $475 million, up from $356 million in 2004.

Cost reductions with existing equipment: As discussed above, U.S. Steel's purchase of National's assets has resulted in major
cost reductions.

Mergers and consolidations: U.S. Steel's purchase of National's assets is discussed above.

Organizational changes: U.S. Steel's purchase of National's assets resulted in significant organizational changes. For example,
U.S. Steel has restructured its operations to ensure that customers located close to U.S. Steel's new Granite City and Great Lakes
facilities are served by those facilities, and to reach out to former National customers who are now served by U.S. Steel.

Changes in production practices: As part of its effort to concentrate on higher value-added downstream products, U.S. Steel
exchanged its plate mill at Gary Works for an ISG pickling line located in East Chicago, Indiana. This exchange improved the
efficiency of U.S. Steel’s tin mill operations in East Chicago, Indiana. U.S. Steel has also changed its production practices to ensure
that each of its mills, including the facilities it purchased from National, are concentrating on the most profitable product mix for the
customers that it serves.

Efforts to secure raw materials: Iron Ore: As part of its purchase of National’s assets, U.S. Steel obtained an iron ore facility in
Keewatin, Minnesota. This facility, along with U.S. Steel’s Minntac facility in Mount Iron, Minnesota, makes U.S. Steel completely
self-sufficient for its domestic iron ore requirements to support blast furnace production. Coke: U.S. Steel operates coke-making
facilities in Clairton, Pennsylvania; Gary, Indiana; and Granite City, lllinois. These facilities have the capability to supply all of U.S.
Steel's domestic metallurgical coke requirements for blast furnace operations. Pursuant to a Coke Sales Agreement between U.S.
Steel and EES Coke Battery, LLC, which operates a cokemaking facility at U.S. Steel's Great Lakes Works, U.S. Steel purchased
100 percent of the output of this facility during 2004 and will purchase a portion of such output during 2005. U.S. Steel also benefits
from blast furnace coal injection processes at Gary Works, Great Lakes Works, and Fairfield Works. These processes reduce U.S.
Steel's domestic coke requirements. Limestone: U.S. Steel believes that supplies adequate to meet its domestic limestone needs
are readily available from third parties at competitive market prices. Scrap and other materials: Supplies of steel scrap, tin, zinc, and
other alloying and coating materials required to serve U.S. Steel's domestic operations are available from third parties at competitive
market prices. U.S. Steel utilizes some hedging and derivative purchasing practices with regard to domestic requirements for tin
and zinc. Natural Gas: U.S. Steel believes that supplies of natural gas, adequate to meet its domestic needs, are available from
third parties at competitive market prices. Currently, about 60 percent of U.S. Steel's domestic natural gas purchases are based on
solicited bids, on a monthly basis, from various vendors; approximately 30 percent are made through long-term contracts; and the
remainder are made daily. U.S. Steel utilizes some hedging and derivative purchasing practices with regard to domestic
requirements for natural gas because of the volatility of natural gas markets.

Marketing changes in U.S. and foreign markets: As discussed above, U.S. Steel's purchase of National's assets has given it
access to National's former customers. U.S. Steel's new Great Lakes facility has also improved its ability to reach customers in the
Detroit area, while its new Granite City facility has improved its ability to reach customers in the Gulf Coast and the West. U.S. Steel
has moved aggressively to build relationships with all of these potential new customers.

continued. See footnotes at end of table.
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Table FLAT IV-3--Continued
Flat steel: Comments of U.S. producers®

LEGEND

A = Comments of U.S. producers regarding their original section 201 adjustment plans (from monitoring investigation)
B = Comments of U.S. producers on the significance of the President’s section 203 relief on their operations
C = Comments of U.S. producers on their efforts to compete more effectively in the U.S. market
Has firm undertaken
Adjustment plans submitted during efforts to compete
201 investigation more effectively
Not
Firm/products/comments Yes No known Yes No

U.S. Steel (slabs, plate, hot-rolled, cold-rolled, coated, and tin)-Continued

C | Employee reductions: As discussed above, U.S. Steel's purchase of National's assets resulted in significant workforce reductions,
which have dramatically reduced U.S. Steel’s costs.

Changes in pension liabilities, healthcare, and union contracts: In May 2003, U.S. Steel and the United Steelworkers of
America (“USWA") finalized a progressive new labor contract covering the USWA-represented employees of U.S. Steel and the
former National Steel. This agreement allowed for a workforce restructuring, expanded profit-based variable compensation, provided
cost-sharing mechanisms for employee and retiree health care expenses, and provided a joint mechanism to consider further
acquisitions of steel and steel-related assets in North America.

All other efforts made by firm or workers to compete: One final point should be made in response to this question. The
guestionnaire asks domestic producers to identify any efforts that have been made “primarily to compete with sales of imported
subject steel products.” As the Commission documented in the original Section 201 investigation, imports were a substantial cause
of serious injury to domestic steel producers. Furthermore, the rest of the world continues to have an enormous excess capacity to
produce steel products, which means that domestic producers must constantly face the threat of new import surges. Under these
circumstances, every effort to compete undertaken by U.S. Steel is designed with one of its primary purposes being to improve U.S.
Steel’s ability to compete with imports.

USS-POSCO (cold-rolled, coated, and tin) X *hk *okk
A *kk
B *k%k
C ——

WCI Steel (slabs, plate, hot-rolled, cold-rolled, and coated) X b *hk
A *kk
B *k%k
C *kk

Wheeling-Nisshin (coated) X ok -
A *kk
B *k%k
C | -

Wheeling-Pittsburgh (slabs, hot-rolled, cold-rolled, and coated) X ek ok
A *kk
B | -
C | -

 All reported efforts to compete are presented. For all other categories, firm either answered “NA,” “None,” or did not respond.

2 Mittal Steel USA came into existence in 2005. The following predecessor companies whose assets were acquired by ISG, which in turn
was acquired by Mittal Steel to form Mittal Steel ISG USA, submitted adjustment plans during the Section 201 investigation: Acme,
Bethlehem, LTV and Weirton.

Source: Compiled from data submitted in response to Commission questionnaires.
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CHAPTER 3

CARBON AND ALLOY LONG STEEL






PART I: OVERVIEW (LONG STEEL)
ORGANIZATION OF THIS CHAPTER

Information in this carbon and alloy long steel (Iong steel)* chapter is organized into five parts:
(1) overview of issues concerning the industries producing long steel products; (2) industry and market
data for hot bar; (3) industry and market data for cold bar; (4) industry and market data for rebar; and (5)
adjustment efforts of U.S. long steel producers.

U.S. PRODUCERS

Information on the number of reporting U.S. producers of long steel and a summary of U.S.
producers’ positions with respect to the section 203 relief collected during the Commission’ s monitoring
investigation are presented in table LONG I-1. A list of U.S. producers of long steel providing aresponse
to the Commission’s producers’ questionnaire in thisinvestigation is presented in table LONG 1-2.

Table LONG I-1
Long steel: Summary of U.S. producers’ positions with respect to the section 203 relief,! by products?

Oppose Take no No
Item Support relief relief position response Total
Hot bar 24/19 4/0 2/1 0 30/20
Cold bar 16/15 1/2 1/2 0 18/19
Rebar 12/10 3/0 2/1 0 17/11

! The first number represents U.S. producers’ positions in the original safeguard investigation in 2001. The second number
represents U.S. producers’ positions in the monitoring investigation in 2003.

2 Responses are shown only for products a firm produces and for which it provided data. A firm may produce more than one
of the products.

Source: Steel, Inv. No. TA-201-73, USITC Publication 3479, December 2001, p. LONG-6, Steel: Monitoring Developments in the
Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632, September 2003, p. LONG I-1.

Table LONG I-2
Long steel: U.S. producers’ production, by products, 2004

* * * * * * *

STRUCTURAL DEVELOPMENTS

Information on developments in the domestic industries producing hot bar, cold bar, and rebar,
including bankruptcy protection filings, mergers and acquisitions, and significant capital investments, is
presented below. A list of U.S. producers that have recently filed for bankruptcy protection is presented
intable LONG I-3. Table LONG I-4 presents industry mergers and acquisitions. Table LONG I-5
presents major publicly announced capital investments of U.S. producers.

! For purposes of this report, the term “long steel” consists of subject hot bar, cold bar, and rebar.
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Table LONG I-3

Long steel: U.S. producers of subject products that have filed for bankruptcy protection, 2001-05

Month and Raw steel
year of capacity
bankruptcy Company and (million Employees
filing location(s) Products Status short tons) affected Comments
January CsC Carbon and alloy Shut down 0.4 1,225 | Privately owned by Reserve Group, Akron,
2001 Warren, OH steel hot-rolled and | April 2001 OH. Ceased operation April 2001. Restart
cold-finished bars attempted October 2001.
February GS Industries Carbon and alloy MO plant 2.0 1,750 | Permanently closed Kansas City
2001 Georgetown, SC steel rod, wire, hot- | shut down; operations with 1.0 million tons capacity
Kansas City, MO rolled bars, and SC plant and 800 employees. Georgetown assets
grinding media operating (rod mill) purchased by Georgetown Steel
(balls and rods) Co. LLC, August 2002, idled when
Georgetown Steel filed for bankruptcy
October 2003, acquired by International
Steel Group (ISG) June 2004, restarted
August 2004, and was part of Mittal Steel's
acquisition of ISG April 2005.
April 2001 Republic Technologies Carbon and alloy PA cold- 2.2 4,600 = Joint venture of Blackstone Capital
International steel hot-rolled and | finishing Partners, USX, and Kobe Steel (Japan).
Beaver Falls, PA cold-finished bar, plant shut Operating assets acquired by Gerdau
Lorain, OH billet, wire down July AmeriSteel (Cartersville) in June 2002, by
Canton, OH 2002; Republic Engineered Products, LLC,
Massilon, OH Massilon, August 2002, and by BVV Acquisitions
Lackawana, NY OH hot- (Beaver Falls) June 2003. Most operations
Gary, IN rolling mill continue.
Cartersville, GA shut down
late 2002;
others
operating
July 2001 Laclede Steel Carbon and alloy Operating 0.6 525 | Original bankruptcy filing November 1998.
Alton, IL steel hot-rolled Emerged from bankruptcy January 2001.
Fairless Hills, PA bar, pipe, welded Filed for bankruptcy July 2001. Mill shut
chain down August 2001. Melt shop and bar mill
assets in IL acquired by Alton Steel in
January 2003. Melt shop followed by
rolling mill restarted September 2003.
August Riverview Steel Rebar Shut down None 60 = Shut down 2000, re-opened spring 2001,
2001 Glassport, PA August shut down again in August 2001. Privately
2001 owned by Sherman International Corp.
December Sheffield Steel Carbon and alloy Operating 0.6 610 | Emerged from bankruptcy August 2002.
2001 Sand Springs, OK steel hot-rolled
Joliet, IL special- and
merchant-quality
bar, rebar, fence
posts
March 2002 Calumet Steel Carbon and alloy Shut down 0.2 210 | Chapter 7 (liquidation) filing. Assets
Chicago Heights, IL steel hot-rolled, March acquired at bankruptcy auction by MZG
special- and 2002 Associates Il LLC, Lansing, IL, November
merchant-quality 2002. MZG sought funding from the lIllinois
bar and carbon Department of Commerce and Economic
steel light sections Opportunity to restart the mill, May 2003.
June 2002 Birmingham Steel, Rebar and carbon TN mill 2.5 1,300 | Assets acquired by Nucor Corp., December
Birmingham, AL and alloy steel hot- idled; 2002, and operations continue.
Kankakee, IL rolled merchant others
Memphis, TN bar, rod, and light operating
Seattle, WA sections
Jackson, MS
January J&L Structural Steel Carbon steel light Shut down None 120 = Operated under Chapter 11
2003 Aliquippa, PA sections August (reorganization) bankruptcy protection
2002 since June 2000. After sale attempt to
Cornerstone Capital Advisors Inc. fell
through, U.S. Bankruptcy Court placed J&L
in Chapter 7 (liquidation).

Table continued.
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Table LONG I-3--Continued

Long steel: U.S. producers of subject products that have filed for bankruptcy protection, 2001-05

Month and Raw steel
year of capacity
bankruptcy Company and (million Employees
filing location(s) Products Status short tons) affected Comments
January Bayou Steel Carbon steel hot- Operating 0.6 510 | Emerged from bankruptcy February 2004.
2003 LaPlace, LA rolled merchant
bar and light
sections
February Kentucky Electric Steel Carbon and alloy Operating 0.3 326 | Previously shut down since December
2003 Ashland, KY steel hot-rolled flat 2002. Assets acquired by KES Acquisition
and square bars Co. (Pinnacle Steel) September 2003.
Rolling mill restarted April 2004, melt shop
restarted May 2004.
June 2003 Slater Steel Carbon and alloy IN and IL None 370 | Filing of Canadian parent company under
Fort Wayne, IN steel hot-rolled and | mills idled in the Canadian law concurrent with filing in
Lemont, IL cold-finished bars, October United United States. IL carbon and alloy bar mill
Canada and rebar; and 2003 States sold to Nucor Corp. January 2004. IN alloy
stainless steel hot- and stainless steel bar mill sold to Valburna
rolled and cold- Corp. February 2004 and subsequently
finished bars, and restarted July 2004. Canadian mills sold
light sections. off January-April 2004.
October Republic Engineered Carbon and alloy Operating 2.2 2,350 | Previous bankruptcy filing by Republic
2003 Products steel hot-rolled and Technologies International April 2001.
Lorain, OH cold-finished bar, Emerged from bankruptcy December 2003
Canton, OH billet, wire through sale to Perry Strategic Capital Inc.,
Massillon, OH which changed the name from Republic
Lackawana, NY Engineered Products LLC to Republic
Gary, IN Engineered Products Inc.

Source: Compiled from various public sources.
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Table LONG |-4
Long steel: Significant steel company mergers and acquisitions, 2001-05

Month
and year Company Description and raw steel capacity
April 2001 Nucor Nucor, the largest U.S. minimill steel producer (capacity: 3.8 million short tons), acquired
Auburn Steel’s Auburn minimill (capacity: 0.5 million short tons) that produces hot-rolled bar,
rebar, and light sections.
July 2001 International Istil USA (with no U.S. raw steel capacity) acquired assets of the shuttered Susquehanna Steel
Steel & Tube Mill, Milton, PA (capacity: 0.2 million short tons), a minimill that produced hot-rolled bar, rebar,
Industries and light sections. No further information available as to the mill's operating status.
(Istil USA)
December Gerdau Gerdau AmeriSteel (capacity: 2.2 million short tons) purchased Birmingham'’s Cartersville, GA
2001 AmeriSteel minimill (capacity: 1.0 million short tons) that produces light and medium sections and flat bars.
March Charter Steel Charter Steel, a minimill rod producer (with no subject long-product raw steel capacity)
2002 purchased Birmingham'’s Cleveland, OH rolling mill (no raw-steel capacity) that produces
special quality bar products, wire rod, and wire.
June 2002 Gerdau Gerdau AmeriSteel (capacity: 3.2 million short tons) purchased Republic Technology’s
AmeriSteel Cartersville, GA carbon steel cold-finished bar mill (no raw steel capacity).
August Republic Newly established Republic Engineered Products acquired most of the assets of Republic
2002 Engineered Technologies International (capacity: 3.2 million short tons), a minimill producer of hot-rolled
Products and cold-finished bar.
September | Steel Dynamics | Steel Dynamics, a minimill producer (previously with no subject-long raw steel capacity),
2002 finalized the purchase of the assets of Qualitech Steel SBQ LLC, a minimill producer (capacity:
0.6 million short tons) after resolving litigation with Nucor. Steel Dynamics began converting the
Pittsboro, IN mill in December 2003, which produces special-quality bar products, to also
produce merchant-quality bar, light sections, and rebar.
September | Slater Steel Slater Steel (no U.S. raw-steel capacity) purchased Auburn Steel’'s Lemont, IL, minimill
2002 (capacity: 0.5 million short tons, that has been shuttered since February 2001) that produced
merchant quality bar and rebar. Re-started rolling operations, beginning in December 2002, of
carbon and stainless steel merchant- and special-quality bars, and rebar. Billets are produced
by other Slater Steel facilities in the United States and Canada, as Slater Steel decided to
redistribute melt shop equipment from the Lemont facility among its other facilities.
October Gerdau Gerdau (capacity: 3.2 million short tons), a Brazilian steel company with both Canadian and
2002 AmeriSteel U.S. minimills, merged with Co-Steel Inc. (capacity: 1.8 million short tons), a Canadian firm also
having both Canadian and U.S. minimills. The merged firm, Gerdau Ameristeel Corp., operates
11 minimills in the United States and Canada.
November MzZG Acquired assets of Calumet Steel (capacity: 0.2 million short tons).
2002 Associates I
December Nucor Nucor (capacity: 4.3 million short tons) acquired the four remaining minimills (capacity: 2.4
2002 million short tons) of Birmingham Steel Corp., a large minimill company that produced hot-rolled
bar, rebar, and light sections.
January Alton Steel Acquired Alton, IL melt shop (capacity: 0.6 million short tons ) and bar mill assets of Laclede
2003 Steel.
March Nucor Nucor (capacity: 6.7 million short tons) acquired the assets of the Kingman, AZ, rebar and wire
2003 rod minimill (capacity: 0.5 million short tons) from North Star Steel. The Kingman melt
operation has not operated since January 2000 and the rolling mill has been idle since March
2003. Nucor decided July 2004 to dismantle and redistribute the melt-shop equipment to its
other facilities locations after unsuccessful attempts to negotiate favorable contracts with
electric power providers.
May 2003 International ISG, a large, integrated flat-steel producer (no U.S. long-product capacity), purchased the
Steel Group assets of Bethlehem Steel Corp., a large, integrated producer of all flat-rolled products,
(ISG) including the Steelton, PA mill (capacity: 1.2 million short tons ) that produces rail, hot-rolled flat
bar, forging steels, and ingots.
June 2003 BVV Acquired the assets of Republic Technologies International’s previously idled carbon, alloy, and
Acquisitions stainless steel, cold-finished bar facility in Beaver Falls, PA.
LLC

Table continued. See note at end of table.
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Table LONG I-4 —continued
Long steel: Significant steel company mergers and acquisitions, 2001-05

Month
and year Company Description and raw steel capacity
July 2003 Keystone Keystone Profiles was formed from the merger of BVV Acquisitions, owner of the idled former-
Profiles Ltd. Republic Technologies International carbon, alloy, and stainless steel, cold-finished bar facility
at Beaver Falls, PA, with Pittsburgh Tool Steel Inc., a producer of carbon, alloy, and stainless
steel, cold-finished bars, light sections, wire, and tubes and pipes at its Monaca, PA facility.
August KES Acquired the assets of Kentucky Electric Steel LLC, a minimill producer (capacity: 0.3 million
2003 Acquisition Co. | short tons) of hot-rolled bars.
October Perry Strategic Acquired the assets of Republic Engineered Products LLC, a minimill producer (capacity: 0.3
2003 Capital Inc. million short tons) of hot-rolled bars, and renamed the company Republic Engineered Products
Inc.
January Nucor Nucor (capacity: 6.7 million short tons) acquired the idled Lemont IL (no raw-steel capacity) hot-
2004 rolling bar mill as part of bankruptcy proceedings of Slater Steel Inc.
February Quanex Quanex (capacity: 0.8 million short tons), a producer of carbon and alloy steel, hot-rolled and
2004 (MacSteel) cold-finished, special-quality and engineered bars, acquired the assets of the Monroe, Ml
Corp. special-quality and engineered bar minimill (capacity: 0.6 million short tons) from North Star
Steel Co.
February Valbruna Corp. | Valbruna acquired the assets of the Fort Wayne, IN stainless and alloy steel hot-rolled bar and
2004 light sections mill and cold-finished bar plant from Slater Steel Corp., which was restarted July
2004.
April 2004 Mittal Steel Mittal Steel (capacity: 0.6 million short tons), a large multinational steel producer, purchased the
USA assets of ISG, including the Steelton, PA mill (capacity: 1.2 million short tons) that produces rail,
hot-rolled flat bar, forging steel, and ingots.
November Gerdau Gerdau AmeriSteel (capacity: 5.0 million short tons), acquired the four remaining long-product
2004 AmeriSteel minimills (capacity: 2.0 million short tons) of North Star Steel that produce carbon and alloy
steel bars and light and medium sections, along with three wire-rod processing plants and a
grinding ball facility. The sales marked North Star’s exit from the long-product market.
February Nucor Nucor (capacity: 6.7 million short tons) acquired the cold-finished bar mill in Oak Creek, WI from
2005 Fort Howard Steel Inc. which exited the industry by also shutting down its mill in Ashwaubenon,

WI.

Note: Raw-steel capacity shown are only those for subject long-product facilities in the United States.

Source: Compiled by Commission staff from various public sources.
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Table LONG I-5

Long steel: Major capital investments of U.S. steel companies, as reported in public sources, 2001-05

Reported
Year Company and location Facility investment
2001 Tamco Major modernization completed, including new transformer and $9 million
Rancho Cucamonga, controls for the electric-arc furnace (EAF), new 5-strand billet
CA caster, upgrades to the reheat furnace to increase heating capacity,
and new mill drives and controls for the rebar rolling mill.
2001 Calumet Steel New 2-strand continuous billet caster commissioned.
Chicago Heights, IL
2001 Connecticut Steel Rolling mill upgraded with state-of-the-art high-speed trimming
Wallingford, CT shear for increased efficient and precise trimming of larger-diameter
coiled bar and rebar.
2001 Macsteel New roller hearth furnace commissioned to increase bar production $30 million
Jackson, Ml capacity by one-third. Also includes new specialized heat-treating,
bar straightening, and testing equipment.
2001 Nucor Bar and light-section rolling mill upgraded.
Jewett, TX
2001 Connecticut Steel Modifications to rolling mill to roll larger billets completed.
Wallingford, CT
2002 Bayou Steel New 6-stand hot-bar roughing mill commissioned to replace $8 million
Harriman, TN cantilevered mill.
2002 Charter Steel Production of quality bar-in-coils commenced at bar mill upgraded
Saukville, WI with a new 5-stand reducing and sizing block, and coilers.
2002 North Star Steel New automation and drive systems for the roll stands of the special
Monroe, Ml quality bar mill to improve product quality.
2002 North Star Steel Additional sidewall oxygen and carbon injectors were installed on $36.6 million
Wilton, 1A the EAF to increase production, among other investments.
2002 Co-Steel Start-up of CoJet gas-injection system for the EAF.
Perth Amboy, NJ
2002 CMC Steel Upgraded the EAF, new material handling equipment, extended the $4.2 million
Cayce, SC meltshop bay, and installed scratch-reduction rolls on the cooling
bed for large-diameter special bar quality round bars.
2002 Nucor Upgraded the NN2 mill into a modern twist- and tension-free mill
Norfolk, NE with 18 new stands in a quick-change arrangement for producing a
wider size range of bars and light sections.
2003 Gerdau AmeriSteel Equipment upgraded to improve alignment between the finishing
Baldwin, FL mill and coilers, allowing the mill’s single-strand rod outlet to roll
wire rods and rebar more consistently at high speeds.
2003 Republic Engineered Production commenced at new 20-inch bar mill, as part of plan to $19.7 million

Products
Lorain, OH

2003 Gerdau AmeriSteel

Knoxville, TN

2003 Gerdau AmeriSteel

Jackson, TN

improve bar quality (especially dimensional, straightness, and end
conditions), and to move production of larger-diameter bars to the
newly modernized Lorain mill from the older 18-inch mill at
Massillon, OH.

Enhancements to improve the efficiency of the EAF with installation
of a carbon-injection unit and improved weighting system.

Modernization plans for a 4-strand continuous billet caster to
expand production capacity, improve product quality, and offer
greater range of steel grades.

Table continued. See footnotes at end of table.
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Table LONG I-5--Continued

Long steel: Major capital investments of U.S. steel companies, as reported in public sources, 2001-05

Company and Reported
Year location Facility investment*
2003 Gerdau AmeriSteel Installed JetBOx chemical-energy injector and control systems on
Cartersville, GA EAFs to enhance injection of oxygen and carbon streams into the
Jacksonville, FL molten steel.
2003 Nucor Modernized the No. 1 bar and section mill with a new finishing end
Darlington, SC (including a longer cooling bed, and upgraded modern
straightening, cutting, magnetic stacking, and automatic packaging
facilities) for increased production capacity, efficiency, and final
product quality of bars and light sections.
2003 CMC Steel Announced (2003) upgrades planned for the EAF include new $8.4 million
Cayce, SC transformer, switchgear and breakers, an additional CoJet burner
system, and baghouse expansion.
2003? Alton Steel Investment considered (January 2003) to restart operations of $15 million
Alton, IL former Laclede melt shop and bar mill.
20042 Nucor Announced (April 2003) plans for new meltshop to reduce melt-
Jewett, TX cycle time include new single-charge AC EAF, twin-station ladle
metallurgy furnace, and four/five-strand billet caster.
2004 Steel Dynamics Announced (May 2003) upgrades to expand product capacity of the $80 million
Pittsboro, IN former Qualitech special-quality bar mill (idled since February 2001)
to also include merchant bars, rebar, and light sections. Started up
a new vacuum tank degasser to produce alloy steel (April 2004)
and an eight-stand bar finishing line to produce rebar, merchant-
quality bar, and light sections (June 2004). Installed new
straightening and stacking equipment.
2004 Gerdau AmeriSteel Announced (April 2004) EAF upgrades with installation of
Knoxville, TN Burnjector units to enhance injection of oxygen and carbon streams
into the molten steel.
2004 Republic Engineered Installed a new quality verification system to inspect and straighten $0.8 million
Products bars at its 20-inch mill, instead of sending the bars to another
Lorain, OH facility, which will improve lead times and enhance cost- and
inventory-controls (June 2004).
2004 Republic Engineered Upgraded the molds on the six-strand billet and bloom caster with
Products Dynaflex hydraulic mold oscillation technology to enhance molding
Lorain, OH of molten steel.
2004 Nucor Completed (July 2004) a modernization project to replace existing
Kankakee, IL cooling bed, cooling system, and controls on the line producing bar,
rebar, and light sections. Also a multi-million dollar contract was
awarded (August 2004) for a new pusher reheat furnace.
2004 Republic Engineered Announced (November 2004) the start-up of a new saw line for $0.3 million
Products bars that boosts the mill's cutting capacity by 40,000 tons per year
Canton, OH and eliminates the need for contracting with outside processors.
Early SMI Steel Contract awarded (April 2004) to upgrade the bar and section mill
2005* Segun, TX with a new automatic stacking and bundling system.
Early Nucor Major upgrades announced (April 2004) to the No. 2 mill including
2005 Darlington, SC replacement of the existing 9-stand intermediate finishing mill with a
state-of-the-art 10-stand twist-free mill.
2005 Nucor Continuous caster modernization completed and caster roller table
Auburn, NY lengthened by 80 feet to extend casting capacity to 40-foot long

billets.

Table continued. See footnotes at end of table.
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Table LONG I-5--Continued

Long steel: Major capital investments of U.S. steel companies, as reported in public sources, 2001-05

Fort Smith, AK

to expand production shipping capacity by 40,000 tons to 500,000
tons per year, along with upgrades to the rotary continuous caster,
direct rolling mill, and metallurgical refining stations.

Company and Reported
Year location Facility investment*
2005* Republic Engineered Investment reported (January 2005) for a new five-strand, high- $50 million
Products speed continuous caster; a single-tank vacuum degasser station;
Canton, OH and other molten-steel refining and processing equipment to
expand the supply of blooms and billets for hot-rolling into bars at
the Lorain, OH and Lackawana, NY mills.
2005* Gerdau AmeriSteel Contracted (January 2005) for new equipment to upgrade finishing
Cartersville, GA facilities including a 1,000-ton stationary cold shear for cutting flat
bar and light sections and an 80-foot double-headed magnetic
stacker.
2005* Nucor Contracted (February 2005) for the rebuilding of the four-strand
Seattle, WA caster with new mold assemblies, cooling system, withdraw
straighteners, service systems, and full-automation package.
2005* Quanex Phase-8 capital improvement project approved (September 2004) $20 million

! Anticipated.

Note: Where no value is given, data were not reported in source.

Source: Selected entries from annual reports titled “Developments in the North American Iron and Steel Industry,” various
issues, Iron and Steel Technology; Steel News, found at http://www.steelnews.org, various issues; American Metal Market, found
at http://www.amm.com, various issues; Metal Center News online, found at http://www.metalcetnernews.com, various issues;
and individual company Internet sites.

Timelines

Figure LONG I-1 includes data on the raw steel production capacity of bankrupt firms,

illustrating that bankruptcies of large firms occurred throughout the period under review. Figure LONG

I-2 illustrates the timeline for mergers and acquisitions of companies by steel-producing firmsin the long
products sector.? It shows that merger and acquisition activity, both the number of instances and raw steel
capacity involved,® hasincreased since the first year of the safeguard measures.

2 Firms that have name changes as a result of takeovers of shutdown facilities by investor groups or other non-
steelmaking entities are not included.

* Although the purchase of the shuttered Susquehanna Steel Mill by Instil USA is shown on the timeline, the
related raw steel capacity of Susguehannais not included on the bar chart because it was shuttered at the time of
purchase and did not start up during the period depicted in the timeline.
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Figure LONG I-1
Long steel: Firms filing for bankruptcy protection and related raw steel capacity, January 2001-March 2005
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Long steel: Mergers and acquisitions and related raw steel capacity, January 2001-March 2005

Figure LONG I-2
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PART II: INDUSTRY AND MARKET DATA (HOT BAR)
DESCRIPTION AND USES

This category includes carbon and alloy hot-rolled bars and light shapes (hot bar). Barsare
products that have a solid cross-section in the shape of circles, segments of circles, ovals, triangles,
rectangles (including squares), or other convex polygons including flattened circles and modified
rectangles of which two opposite sides are convex arcs and the other two sides are straight, of equal
length, and parallel.! This category includesthe following: bars of a diameter of 19 mm or morein
irregularly wound coils; free-machining carbon steel and high-nickel alloy steel bars and rods of any
diameter; angles, shapes, and sections (such as U, |, or H sections) not further worked than hot-rolled,
hot-drawn, or extruded, of a height of less than 80 mm; and hollow drill bars and rods of which the
greatest external dimension of the cross section exceeds 15 mm but does not exceed 52 mm, and of which
the greatest internal dimension does not exceed one-half of the greatest external dimension. This category
excludes carbon and aloy steel (including free-machining alloy steel) wire rod having a diameter of 5 mm
or more but less than 19 mm (which until March 1, 2003 were covered by a section 203 remedy on wire
rod) and hollow bars and rods of iron or steel not conforming to this definition (which are included in the
pipe and tubing product categories). HTS statistical reporting numbers for subject hot bar are presented
intable LONG I1-1.

MARKET ENVIRONMENT
Changes in U.S. Demand

Major markets for hot bar are in automotive and construction applications. Hot bars are used in
the production of parts of bridges, buildings, ships, agricultural implements, motor vehicles, road building
equipment, railway equipment, and general types of machinery. Asshownin OVERVIEW PART Il, the
value of U.S. manufacturers’ shipments of transportation equipment increased by 11.5 percent during the
period for which data were collected (table OVERVIEW 11-1). Most recently, the value of U.S.
manufacturers’ shipments of transportation equipment have dropped by 5.8 percent from first quarter
2004 to first quarter 2005. The value of U.S. nonresidential construction put in place increased 3.9
percent during the period for which data were collected. The value of U.S. nonresidential construction
put in place increased by 3.9 percent during the period for which data were collected, while the value of
U.S. manufacturers' shipments of carbon steel forgings increased by 36.2 percent.

The data collected by the Commission indicate that apparent U.S. consumption of hot bar
increased by 11.1 percent from 2001 to 2004.

In the monitoring investigation, 13 of 19 responding U.S. hot bar producers reported that U.S.
demand had decreased from March 2002 to March 2003. U.S. hot bar producers generally tied decreased
demand to the slowing U.S. economy, particularly weakness in the vehicle parts, appliance, construction,
and machinery market sectors.

! Hot-finished bars of ball-bearing steel (HTS items 7227.90.1030, 7227.90.2030, 7228.30.2000, and
7228.60.1030), which were included in this category in investigation No. TA-201-73, were excluded from the
remedy and, therefore are, not included in the hot-rolled bar and light shapes category for purposes of this
investigation.
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Table LONG II-1

Hot bar: Subject HTS statistical reporting numbers

Hot bar'

7213.20.0000
7213.20.0010
7213.20.0080
7213.99.0060
7213.99.0090
7214.10.0000
7214.30.0000
7214.30.0010
7214.30.0080
7214.91.0015
7214.91.0060

Statistical reporting numbers

7214.91.0090
7214.99.0015
7214.99.0030
7214.99.0045
7214.99.0060
7214.99.0075
7214.99.0090
7215.90.1000
7215.90.5000
7216.10.0010
7216.10.0050

7216.21.0000
7216.22.0000
7216.50.0000
7216.61.0000
7216.69.0000
7216.91.0000
7216.91.0010
7216.91.0090
7216.99.0000
7216.99.0010
7216.99.0090

7227.20.0000
7227.20.0010
7227.20.0020
7227.20.0090
7227.20.0095
7227.90.6005
7227.90.6050
7227.90.6051
7227.90.6053
7227.90.6058
7227.90.6059

7228.20.1000
7228.30.8005
7228.30.8050
7228.40.0000
7228.60.6000
7228.70.3020
7228.70.3040
7228.70.3060
7228.70.3080
7228.70.6000
7228.80.0000

' The temporary HTS subheadings for hot bar established by proclamation or delegated authority pursuant to trade legislation

during 2002-03 were:

(1) 9903.73.42 for products outside the scope of the section 201 investigation and therefore excluded from the section 203
remedy, and 9903.73.43 through 9903.73.46, 9903.76.52 through 9903.76.54, 9903.76.56 through 9903.76.66, 9903.76.69
through 9903.76.74, 9903.76.76 through 9903.76.78, 9903.76.80 through 9903.76.85, 9903.80.40 through 9903.80.63,
9903.80.71, 9903.80.73 through 9903.80.81, 9903.80.83, and 9903.80.84 for other products excluded from the section 203

remedy,

(2) 9903.76.51, 9903.76.55, 9903.76.67, 9903.76.68, 9903.76.75, 9903.76.79, 9903.80.64 through 9903.80.70, 9903.80.72,
and 9903.80.82 for products entered in quantities up to stated limits (ranging from 5 tons to 30,000 tons) without additional

tariffs, and

(3) 9903.73.50, 9903.73.51, and 9903.73.52 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.

As indicated in (2), certain temporary subheadings specify particular types of hot bar which are excluded from the additional

tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each

exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the

temporary HTS subheading. Whenever imports of a particular type of hot bar exceed the specified quantitative limit, then the
quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be
covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

Seven of ten responding U.S. hot bar producers reported in the current evaluation that demand
for steel increased from March 2002 to December 2003. U.S. hot bar producers generally tied increased
demand to worldwide economic growth. Ten of 14 responding U.S. hot bar producers reported that
demand increased from January 2004 to March 2005. U.S. hot bar producers generally attributed
increased demand to continued worldwide economic growth, with particularly strong demand from
China; improvement in the U.S. industrial sector; and the weak dollar that made U.S. exports more
attractive to the rest of the world. One producer that reported decreased demand over this period
attributed it to market expectations that steel prices will soon fall from their high levels of 2004. Another
producer reported that demand began to slow in mid-2004 as previously built-up inventories were

liquidated.

Most U.S. hot bar producers reported that there were no changes in the types or prices of
substitute products since March 2002. One producer noted that the rising price of steel as compared to
concrete and lumber have made those substitutes more attractive for use in non-residential construction.
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Changes in U.S. Supply

Prior to the imposition of section 203 tariff relief, several U.S. hot bar producers filed for
bankruptcy and shut down their operations. Qualitech Steel, a producer of special quality hot-rolled
round bars with raw steel capacity of 0.6 million short tons, filed for bankruptcy in March 1999 and shut
down its operations in January 2001. J&L Structural, a producer of bar-size structural sections with no
raw steel capacity, filed for bankruptcy in June 2000 and shut down its operations in August 2002.
Northwestern Steel & Wire, a producer of structural steel, hot-rolled merchant bar, wire rod, and wire
with raw steel capacity of 2.4 million short tons, filed for bankruptcy in December 2000 and shut down
its operations in May 2001. CSC, a producer of carbon and alloy steel hot-rolled and cold-finished bar
with raw steel capacity of 0.5 million short tons, filed for bankruptcy in January 2001 and shut down its
operations in April 2001. GS Industries, a producer of carbon and alloy steel rod, wire, hot-rolled bars,
and grinding media with raw steel capacity of 2.0 million short tons, filed for bankruptcy and closed its
Kansas City, MO plant in February 2001. Laclede Steel, a producer of carbon and alloy steel hot-rolled
bar, pipe, and welded chain with raw steel capacity of 0.6 million short tons, which had emerged from an
earlier bankruptcy in January 2001, filed for bankruptcy again in July 2001 and shut down its operations
in August 2001. Calumet Steel, a producer of hot-rolled alloy steel bar and carbon steel light structural
sections with raw steel capacity of 0.2 million short tons, filed for bankruptcy and shut down its
operations in March 2002.

Qualitech’s assets were purchased by Steel Dynamics in September 2002, and restarted in 2004
as a producer of special quality bars, rebar, and light sections. Laclede’s Alton, IL assets were acquired
by Alton Steel in January 2003 and operations were restarted in September of that year. Calumet’s assets
were acquired by MZG Associates Il in November 2002. Also, in September 2002, Slater Steel
purchased Auburn Steel’s Lemont, IL. minimill (shuttered since February 2001), re-commissioned the
mill in December 2002, then ceased operations in 2003. Kentucky Electric Steel, a producer of carbon
and alloy steel hot-rolled flat and square bars, shut down its operations in January 2003 and filed for
bankruptcy in February 2003; its assets, however, were acquired in August 2003 by KES Acquisition Co.

In October 2002, Brazilian steelmaker Gerdau S.A. and Canadian steelmaker Co-Steel combined
their North American operations resulting in the formation of Gerdau AmeriSteel Corp., which is a
producer of hot-rolled bar, cold-finished bar and rebar. Republic Engineered Products, a producer of
carbon and alloy steel hot-rolled and cold-finished bars, sustained a fire and filed for bankruptcy in
October 2003 and subsequently reopened in December 2003. North Star Steel’s facility in Monroe, MI
was acquired by Mac Steel, a producer of carbon and alloy steel hot-rolled and cold-finished bars, in
January 2004. Four long steel minimills and four downstream facilities owned by North Star Steel were
acquired by Gerdau AmeriSteel in November 2004.

As shown in table LONG 1I-2, with the exception of efforts to increase product availability and
changing product range, the majority of hot bar producers reported no significant changes in their
marketing practices from March 2002 to December 2003. Increases in product availability were mostly
attributed to acquiring other steel mills.
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Table LONG II-2
Hot bar: U.S. producer responses to questions regarding firms’ activities from March 2002 to December
2003 and from January 2004 to March 2005

March 2002 to January 2004 to
December 2003 March 2005
Marketing practice Number of producers Number of producers
No Yes No Yes
Efforts to increase product availability 1 8 2 7
Change in geographic market 11 2 9 5
Change in share of sales from inventory 9 2 6 6
Change in average lead times from inventory 12 0 9 3
Change in average lead times from production 8 4 3 9
Change in product range 8 5 7 7
Change in demand for or production of alternate products 12 0 12 0
| D S | D
Change in order backlogs® 5 1 6 7 2 3
Change in on-time shipping percentage® 2 3 9 4 2 8

! The numbers in these columns represent the number of responding producers that reported that the practice increased (1),
decreased (D), or stayed the same (S) for over the specified time period. Some producers responded that the practice both
increased and decreased over the same period.

Note—Not all producers answered for all of the marketing practices.

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

U.S. hot bar producers reported additional changes in marketing practices from January 2004 to
March 2005. Five producers reported changes in geographic markets. These changes included increased
sales to the West Coast and Midwest, decreased sales to Canada and Mexico, and a shift of sales from the
northeast and north central regions to the southwest and southeast, reportedly due to weak automotive
production. Six producers reported a change in the share of sales from inventory over the same period,
generally reflecting reductions in sales from inventory. Nine producers reported changes in the average
lead times from production, which generally entailed extended lead times that were more than double
those of the previous period. Three producers also noted that these lead times began to return to normal
levelsin the fourth quarter of 2004.

In the monitoring investigation, 54 of 162 responding hot bar purchasers reported experiencing
difficulties procuring steel in the quantities necessary to meet their needs from March 2002 to March
2003. Sixty-one of 157 responding hot bar purchasers reported increased average lead times for their
purchases of domestic steel, 84 reported no change in domestic lead times, and 12 reported decreased
domestic lead times. Hot bar purchasers were also asked in the monitoring investigation to identify
actions taken by domestic producers from March 2002 to March 2003 to make a positive adjustment to
import competition.? Of 164 responding purchasers, 103 did not indicate that producers had taken any
such actions. However, 15 of 164 responding purchasers reported that domestic producers had introduced
new or innovative products, 16 reported that domestic producers had improved product

2 Purchasers were asked to indicate whether domestic producers had taken any of the following actions:
introduction of new or innovative product, improved product quality, expansion of marketing efforts including e-
commerce, improvementsin customer service, and other efforts to make a positive adjustment to import competition.
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quality, 24 reported that domestic producers had expanded marketing efforts, 20 reported that domestic
producers had improved customer service, and 26 reported that domestic producers had made other
positive adjustment efforts.

Based on data compiled in thisinvestigation, U.S. hot bar producers capacity utilization was
88.2 percent and their inventories as a percentage of total shipments were 11.2 percent in 2004. Exports
accounted for 3.4 percent of total shipmentsin 2004.

Timeline

Figure LONG-I11-1 shows quarterly shipments of hot-rolled bar products by U.S. producers, and
total imports as well asimports separately from countries subject to the safeguard measures and countries
exempt from the safeguard measures, along with atimeline of significant events that may have influenced
the market environment. Shipment data for domestic producers depicted in the graph are from the
American Iron and Steel Institute, and differ somewhat from shipment data presented elsewhere in this
report, which are based on questionnaire data (which do not include quarterly data). Import data are
consistent with those in other tables presented in this report. The timeline showing significant events
includes significant supply changes due to shutdowns (shown below the line) and startups and restarts of
U.S. producing plants (shown above the line). Also shown above the line are significant safeguard dates.

% Some purchasers reported more than one of these actions.
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1,000 short tons

Figure LONG II-1
Hot-rolled bar: Quarterly imports and domestic mill net shipments, facility shutdowns and startups or restarts, and
investigation milestones, January 2001-March 2005
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1 Domestic mill shipments, excluding shipments to reporting companies.

Source: Compiled from official statistics of the U.S. Department of Commerce; statistics of the American Iron and Steel Institute, AIS 10 (various
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U.S. INDUSTRY DATA

Table LONG 11-3 presents information on U.S. hot bar producers’ capacity, production,
shipments, inventories, and employment. The Commission received useable questionnaire responses
from 17 producers that accounted for approximately 9.7 million short tons of hot bar shipmentsin the
United Statesin 2004. This response exceeds domestic shipments of hot bar as reported to the Al S| .*

The following tabulation presents firms that either reported calendar-year 2000 production
capacity in the original safeguard investigation or that reported April 2000-March 2001 production in the
monitoring investigation, but did not provide datain the current evaluation:

* * * * * * *

Table LONG I1-3 presents information on U.S. hot bar producers capacity, production,
shipments, inventories, and employment. One reporting hot bar producer, Nucor, acquired another hot
bar producer, Birmingham, early in the period evaluated. Commission staff compiled an estimate of
Birmingham'’s hot bar operations during the period eval uated based on publically available data. ***.
Accordingly, the data contained in this report for 2001 and 2002 are understated. One reporting hot bar
producer, Republic, first entered bankruptcy during the period evaluated, dissolved its legal status, re-
incorporated under a new name, and recommenced its operationsin 2004. ***, Commission staff used
Koppel’ s response to the original 201 investigation for that firm’'s operationsin 2001 prior to closure.

As presented in table LONG 11-3, reporting U.S. producers aggregate output-related indicators
increased in 2002 (the first year of the U.S. safeguard action) and then fell in 2003 (the final year in
which increased tariffs werein effect). According to these data, the industry increased productionin
2002 by 289,266 short tons (3.3 percent) and then decreased production by 229,594 short tons (2.5
percent) in 2003. Between 2001 and 2003, 12 of the 16 reporting firms with continuous operations
reported increased production,® while the remaining four reported production decreases during this
period.®

4 AlSI’s data indicates that domestic mills' hot bar shipments were approximately 8.7 million short tonsin 2004.

S *** reported increased production in this period and cited its successful renegotiation of pension liabilities after
emergence from bankruptcy protection at the end of 2002 as assisting the firm in its expansion of hot bar operations.
*** reported small quantities of increased production in this period, but noted that the majority of its operations were
not covered by the 204 safeguards and that therefore the safeguard actions did not significantly influence its choice
to increase production. *** whose production increased by *** short tons in this period, indicated that the firm
could not isolate the effect of the safeguard tariffs from other market forces, but indicated nonethel ess that the
safeguard action had a general positive effect on its ability to improve operations, increase capacity, and ship more
product. *** whose production increased by *** short tonsin this period, indicated that the safeguard tariffs
contributed to the improved economic condition of hot bar operationsin 2003. *** indicated that it *** the 201
relief, and that during the 2001 to 2003 the company grew due to increased demand in both the United States and
Mexico.

&xx* whose operations included further downstream fabrication of its hot bar product, indicated that the lower
cost of imports of its finished (non-tariff covered) goods caused them to lose market share and therefore decrease its
upstream hot bar production. ***, the firm that decreased its production the most out of these four firms, did not cite
areason for its decrease in production, and seemingly contradicted its reported trade data in categorizing its
production over this period as having been relatively stable. *** indicated that it believes the steel safeguards to
have been effective overall and reported that its decision *** was based on the anticipation of improved condition
during the period of relief from steel imports.
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Table LONG II-3
Hot bar: U.S. producers’ capacity, production, shipments, inventories, and employment data, 2001-04,
January-March 2004, and January-March 2005

Calendar year January-March
2001 2002 2003 2004 2004 2005
Item Quantity (short tons)
Capacity 12,570,474 12,160,160 11,410,881 11,688,893 2,937,559 3,035,593
Production 8,821,048 9,110,314 8,880,720 10,304,626 2,550,601 2,494,847
Internal consumption/transfers 1,457,377 1,439,031 1,657,114 1,919,902 462,628 414,339
U.S. commercial shipments 7,338,523 7,477,444 7,102,249 7,769,416 2,095,531 1,952,350
U.S. shipments 8,795,900 8,916,475 8,759,363 9,689,318 2,558,159 2,366,689
Export shipments 267,069 300,034 355,076 343,625 88,253 75,286
Total shipments 9,062,969 9,216,509 9,114,439 10,032,943 2,646,412 2,441,975
Ending inventories 1,168,132 1,109,069 867,567 1,128,684 755,263 1,183,731
Value ($1,000)
Internal consumption/transfers 503,721 490,805 606,379 1,029,333 223,147 248,461
U.S. commercial shipments 2,731,463 2,759,570 2,790,854 4,420,063 1,008,793 1,279,451
U.S. shipments 3,235,184 3,250,375 3,397,233 5,449,396 1,231,940 1,527,912
Export shipments 114,590 126,059 148,240 200,354 44,190 53,160
Total shipments 3,349,774 3,376,434 3,545,473 5,649,750 1,276,130 1,581,072
Unit value (per short ton)
Internal consumption/transfers $346 $341 $366 $536 $482 $600
U.S. commercial shipments 372 369 393 569 481 655
U.S. shipments 368 365 388 562 482 646
Export shipments 429 420 417 583 501 706
Total shipments 370 366 389 563 482 647
Ratios and shares (percent)
Capacity utilization 70.2 74.9 77.8 88.2 86.8 82.2
U.S. shipments to distributors 27.7 29.5 32.0 30.5 32.5 35.5
U.S. shipments to end users 72.3 70.5 68.0 69.5 67.5 64.5
Inventories/total shipments 12.9 12.0 9.5 11.2 71 121
Employment data

PRWSs' (number) 6,976 6,389 5,916 7,018 6,624 7,376
Hours worked (71,000) 14,217 13,084 12,335 14,305 3,578 3,881
Wages paid ($71,000) 407,542 386,632 356,324 430,499 106,095 118,596
Hourly wages $28.67 $29.53 $28.89 $30.09 $29.65 $30.56
Productivity (short tons/1,000 hrs) 566.7 629.6 643.0 689.9 675.1 642.8
Unit labor costs (per short ton) $50.58 $46.91 $44.92 $43.62 $43.92 $47.54

' Production and related workers.
Note—Because of rounding, figures may not add to the totals shown.
Source: Compiled from data submitted in response to Commission questionnaires.
Reporting firms’ production capacity decreased slightly between 2001 and 2002 by 410,314 short
tons (3.3 percent) and then decreased by 749,279 short tons (6.2 percent) between 2002 and 2003.

Capacity utilization rates increased for 12 out of 18 reporting firms when comparing operations in 2002
to operations in 2001, and for 14 out of 17 when comparing 2003 to 2002, increasing overall from 70.2
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percent in 2001 to 77.8 percent in 2003.” Over the same period of improving capacity utilization, the hot
bar industry as awhole experienced little consolidation, although one firm’'s (***) share of production
increased from *** of the reporting industry in 2001 to *** in 2003 due to the ***. In terms of the top
producers of hot bar in 2001, the four largest firms by share were *** which together accounted for 49.2
percent of the industry; whilein 2003 *** increased production and gained market share to displace ***
in the top four by production share. Several responding firms indicated that the disruption of Republic's
hot bar production due to that firm’'s bankruptcy proceedings in 2003 substantially affected the supply of
hot bar to the market.

Responding firms reportedly first increased U.S. commercial shipments of hot bar by 138,921
short tons (1.9 percent) in 2002 and then decreased U.S. commercial shipments by 375,195 short tons (5.0
percent) in 2003. Six out of eleven exporting firms increased their exports by 2003, for atotal increase of
88,007 short tons from 2001 to 2003. Internal consumption decreased by 18,346 short tons (1.3 percent)
in 2002 and then increased by 218,083 short tons (15.2 percent) in 2003. The magjority of thisincreasein
internal consumption was related to *** 8 Average unit values for U.S. commercial shipments remained
relatively constant from 2001 to 2002, and then increased by approximately 6.4 percent between 2002
and 2003. Of the 17 firms that reported hot bar production in both 2001 and 2002, 10 reduced the
average value of their U.S. commercia shipments. All reporting hot bar producers increased their
average unit values in 2003 over 2002 except ***. Productivity reportedly increased for 9 out of 16 firms
in 2002 and for 9 out of 15 in 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the industry
increased production. Responding firms reported an increase in production of 1,423,906 short tons (16.0
percent) of hot bar in 2004.° The earlier trend in capacity reduction apparently reversed in 2004 as
responding firms reported an increase in total hot bar capacity of 278,012 short tons (2.4 percent). Since
production increased to a greater degree than capacity, the industry’ s capacity utilization rate increased
between 2003 and 2004; in fact, capacity utilization increased for 16 out of 18 firms with continuous
operations in those years.

Responding firmsincreased U.S. commercial shipments of hot bar by 667,167 short tons (9.4
percent) in 2004, while they decreased export shipments of hot bar by 11,451 short tons (3.2 percent)
during this period. Continuing the trend begun in 2003, responding firms increased internal consumption
by 262,788 short tons (15.9 percent) in 2004.° In this period, all reporting producers increased the
average unit values of their hot bar U.S. shipments for an aggregate increase of $174. Productivity
increased for the industry as a whole between 2003 and 2004, as 11 of 16 responding firms reported
higher productivity.

In January-March 2005, production was slightly lower than the same period ayear earlier.
Responding firms reported 55,754 fewer short tons (2.2 percent) in this comparison. While production
was lower, capacity was higher. Responding firms reported 98,034 greater short tons (3.3 percent) of hot

" As*** in this period, the latter’ s data are not included in the tabulation. ***.

8 Due to the above changes, the shipment mix shifted dightly over the period evaluated. In 2001, 81.0 percent of
total shipments were shipped to satisfy U.S. commercial demand, 16.1 percent of total shipments supplied internal
consumption needs, and 2.9 percent of total shipments were exported. By 2003, 77.9 percent went to U.S.
commercial demand, 18.2 percent to internal consumption needs, and 3.9 percent to export markets.

° Hot bar producer *** indicated in its questionnaire response that demand by foreign mills pushed the price of
scrap up and that producers were able to take advantage of these price increases to return to profitable levels.

1% One hot bar producer, ***, reporting improved operationsin this period accounts for about *** of thisincrease.
Some of the increase is attributable to vertical integration within the industry as certain firms, ***, acquired further
downstream processing operations that consumed hot bar as araw materia input. *** also accounts for a portion of
thisincrease in internal consumption as it moved to supply its cold-finished bar operations with additional in-house
hot bar.
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bar capacity in January-March 2005 compared to January-March 2004. Asfirmsincreased capacity
following the tighter supply-demand conditions of 2004, capacity utilization on average across reporting
firms was lower in January-March 2005 than in January-March 2004. In this comparison, capacity
utilization was lower for 9 out of 17 firms reporting operations in both quarters, and the industry as a
whol e reported a capacity utilization rate 4.6 percentage points lower in January-March 2005 than in
January-March 2004.

Comparing the first quarter of 2005 with that same period ayear earlier, U.S. commercial
shipments were 143,181 short tons (6.8 percent) lower, while export shipments were lower by 12,967
short tons (14.7 percent). Additionally, internal consumption was lower by 48,289 short tons (10.4
percent) comparing the first quarter of 2005 to that of 2004." The earlier trend of increasing average unit
values continued into the first three months of 2005, as reporting firms achieved on average $165 higher
unit values over the same period ayear earlier. All responding firms increased their average unit values
in this comparison. Productivity was lower for the industry as a whole comparing the first quarters of
2004 and 2005, although it was higher for 9 out of 17 firms.

FINANCIAL DATA

Financial data provided by U.S. producers concerning operations on hot bar are presented in table
LONG I1-4.2 % From 2001 to 2003, net commercial sales quantities declined unevenly while average
unit commercia sales values increased unevenly. Average unit COGS also increased unevenly while
average unit SG& A expenses were essentially unchanged. In combination, average unit sales values
increased more than average unit COGS and resulted in an overal increase in gross and operating profit
between 2001 and 2003.

From 2003 to 2004, net commercial sales quantities increased along with total and average unit
commercial salesvalues, COGS, and SG&A. Interim data showed similar trends with the exception that
net commercia sales quantities declined between interim 2004 and interim 2005. In combination,
average unit sales values increased more than COGS and SG& A and resulted in increased gross and
operating profits from 2003 to 2004 and between the interim periods.

Increasesin raw material costs are the major factor behind the overall increase in COGS during
the examination period. From 2001 to 2003, average unit raw material costs increased 30 percent and
then increased an additional 72 and 53 percent, respectively, from 2003 to 2004 and between the interim
periods.

Data on capital expenditures were reported by firms that account for 95 percent of the total
reported 2004 commercial sales vaue of hot bar. Data on research and development expenses were
reported by four firms that account for 39 percent of the total reported 2004 commercia sales value of hot
bar. Dataon property, plant, and equipment were reported by firms that account for 78 percent of the
total reported 2004 commercial sales value of hot bar.

! Due to these changes, the shipment mix again shifted slightly. By March 2005, 81.6 percent of total shipments
were shipped to satisfy U.S. commercial demand, 15.4 percent of total shipments supplied internal consumption
needs, and 3.0 percent of total shipments were exported.

2 Firms reflected in these data are ***. *** are only reflected in the first part of the evaluation period because
they were ***.

13 Staff utilized estimates for several firms that provided either incomplete financial data or no financial data. For
*** otaff estimated fiscal year 2001 and 2002 data using the firm’s 10-K report for fiscal year 2002. For ***, staff
estimated costs and expenses based on aggregate financial datafor hot bar as reported to the Commission during this
evaluation period.
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Table LONG IlI-4

Hot bar: Results of operations of U.S. producers, fiscal years 2001-04, January-March 2004, and

January-March 2005

Item

Net commercial sales

Net commercial sales
COGS
Gross profit or (loss)
SG&A expenses
Operating income or (loss)
Interest expense
Other (income)/expenses, net
Net income or (loss)
Depreciation/amortization
Cash flow
CDSOA funds received
Pension (credit)/expense
Other post-employment benefits
Capital expenditures
R&D expenses
Property, plant, and equipment:
Original cost
Book value

COGS

Gross profit or (loss)
SG&A expenses
Operating income or (loss)
Net income or (loss)

Net commercial sales
COGSs?

Gross profit or (loss)
SG&A expenses
Operating income or (loss)

Operating losses
Data
' Not available.

2001

7,788,822

2,980,983
2,793,074
187,909
168,369
19,540
79,231
(13,938)
(73,629)
178,520
104,891
12

17,867
15,668
108,140
1,953

1,848,924
869,020

93.7
6.3
5.6
0.7

(2.5)

$383
359
24
22

3

6
17

January-March

Fiscal year
2002 2003 2004 2004
Quantity (short tons)
7,966,707 7,445,886 8,095,888 2,113,239
Value ($1,000)
3,004,611 3,007,221 4,677,863 992,272
2,786,964 2,758,580 4,015,508 878,835
217,647 248,641 662,355 113,437
172,082 162,755 186,296 40,741
45,565 85,886 476,059 72,696
55,483 37,584 38,751 8,659
(3,597) (36,386) 24,782 13,460
(13,514) 11,915 462,090 77,497
169,300 142,813 147,690 35,752
155,786 154,728 609,780 113,249
0 0 0 0
21,623 23,535 24,410 6,512
9,104 16,260 13,554 3,656
85,473 72,341 85,031 12,232
1,806 2,550 1,620 411
1,830,772 1,847,063 2,027,119 1,918,151
817,820 836,524 859,374 814,909
Ratio to net commercial sales (percent)
92.8 91.7 85.8 88.6
7.2 8.3 14.2 11.4
5.7 54 4.0 4.1
1.5 29 10.2 7.3
(0.5) 0.4 9.9 7.8
Unit value (per short ton)
$377 $404 $578 $470
350 370 496 416
27 33 82 54
22 22 23 19
6 12 59 34
Number of firms reporting
10 5 1 2
17 16 16 15

2005

2,088,245

1,481,020
1,202,263
278,757
58,912
219,844
9,624
7,039
217,359
36,727
254,086

O
8,094
4,312
34,796
437

2,022,053
834,634

81.2
18.8

4.0
14.8
14.7

$709
576
133
28
105

? Data on the components of COGS (raw materials, direct labor, and other factory costs) are not available for all firms;
therefore, average unit data are only presented for total COGS. Firms with data on the components of COGS account for 98
percent of 2004 total commercial sales value. For these firms, average unit values for raw materials were $115 in 2001 and $314
in interim 2005, average unit values for direct labor were $50 in 2001 and $53 in interim 2005, and average unit values for other
factory costs were $168 in 2001 and $199 in interim 2005.

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

Table LONG II-5 presents data on U.S. imports of hot bar by sources for 2001-04, as well as
January-March 2004 and January-March 2005. Table LONG II-6 presents data on U.S. imports from
covered sources, by tariff categories, during 2002 and 2003.

Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the quantity and value of U.S. imports of hot bar from covered sources
decreased while the quantity and value of U.S. imports from other sources increased. As a result, the
quantity of total U.S. imports increased by 2.3 percent between 2001 and 2003 while the value of U.S.
imports increased by 7.0 percent between 2001 and 2003. U.S. imports from covered sources decreased
from 36.1 percent of the quantity of total hot bar imports and 44.3 percent of the value of total hot bar
imports to 27.8 percent and 33.0 percent, respectively. During this period, average unit values for
covered and, to a greater extent, noncovered sources increased, resulting in an overall increase of $19 per
short ton by 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity
and the value of U.S. imports of hot bar from covered sources and other sources increased. As a result,
the quantity of total U.S. imports increased by 12.7 percent while the value of U.S. imports increased
55.4 percent. U.S. imports from covered sources increased from 27.8 percent of the quantity of total hot
bar imports and 33.0 percent of the value of total hot bar imports to 31.6 percent and 36.9 percent,
respectively. During this period, average unit values for both covered sources and, to a lesser extent,
noncovered sources increased, resulting in a net increase of $172 per short ton in 2004.

In January-March 2005 (the final period covered by the original safeguard action), the quantity of
U.S. imports of hot bar from covered sources was higher than during January-March 2004, while the
quantity of U.S. imports of hot bar from noncovered sources was lower than in the previous period. The
value of U.S. imports of hot bar was greater for both covered and noncovered sources in the latter period.
As aresult, the quantity of total U.S. imports remained relatively constant, while the value of U.S.
imports was 49.5 percent higher than during the comparable period in 2004. U.S. imports from covered
sources accounted for 33.5 percent of the quantity of total hot bar imports and 40.6 percent of the value
of total hot bar imports in January-March 2005, compared to 24.5 percent and 30.4 percent, respectively,
in January-March 2004. Average unit values for both covered and noncovered sources were higher in
January-March 2005 than in January-March 2004. In the aggregate, the average unit value of U.S.
imports of hot bar was $246 higher in January-March 2005 than during the comparable period in 2004.
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Table LONG II-5
Hot bar: U.S. imports, by sources, 2001-04, January-March 2004, and January-March 2005

Calendar year January - March
Item 2001 2002 2003 2004 2004 2005
Quantity (short tons)
Covered sources 703,816 602,355 555,230 711,627 137,334 188,480
Noncovered sources 1,247,100 1,417,222 1,441,246 1,538,593 423,730 374,212
Total 1,950,917 2,019,577 1,996,476 2,250,220 561,063 562,692
Landed, duty paid value ($7,000)
Covered sources 375,043 324,454 298,647 519,501 85,454 170,575
Noncovered sources 471,189 547,805 606,444 887,338 195,352 249,106
Total 846,232 872,259 905,092 1,406,839 280,806 419,682
Unit value (per short ton)
Covered sources $533 $539 $538 $730 $622 $905
Noncovered sources 378 387 421 577 461 666
Average 434 432 453 625 500 746
Share of quantity (percent)
Covered sources 36.1 29.8 27.8 31.6 24.5 33.5
Noncovered sources 63.9 70.2 72.2 68.4 75.5 66.5
Total 100.0 100.0 100.0 100.0 100.0 100.0
Share of value (percent)
Covered sources 443 37.2 33.0 36.9 30.4 40.6
Noncovered sources 55.7 62.8 67.0 63.1 69.6 59.4
Total 100.0 100.0 100.0 100.0 100.0 100.0
Ratio of imports to production (percent)
Covered sources 8.0 6.6 6.3 6.9 5.4 7.6
Noncovered sources 14.2 15.6 16.2 14.9 16.6 15.0
Total 22.2 22.2 22.5 21.8 22.0 22.6

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

Source: Compiled from official statistics of Commerce.

Table LONG II-6
Hot bar: U.S. imports from covered sources, by tariff categories, 2002-03

APPARENT U.S. CONSUMPTION AND MARKET SHARES

Table LONG II-7 presents data on apparent U.S. consumption and market shares of hot bar.
Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which increased
tariffs were in effect), apparent U.S. consumption for hot bar increased slightly. The slight decline in
reported U.S. producers’ domestic shipments by 2003 was offset by the increase in noncovered imports.
Over this period, imports of hot bar shifted slightly from covered to noncovered sources. U.S. producers’
market share by quantity decreased from 81.8 percent in 2001 to 81.4 percent in 2003, a decrease of less
than a full percentage point. At the same time, U.S. market share by value decreased from 79.3 percent
in 2001 to 79.0 percent in 2003.
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Table LONG II-7

Hot bar: U.S. shipments of domestic product, U.S. imports, by sources, apparent U.S.

market shares, 2001-04, January-March 2004, and January-March 2005

Calendar year

consumption, and

January - March

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

Source: Compiled from data submitted in response to Commission questionnaires and official statistics of Commerce.

2001 2002 2003 2004 2004 2005
Item Quantity (short tons)

U.S. producers’ U.S. shipments 8,795,900 8,916,475 8,759,363 9,689,318 2,558,159 2,366,689
U.S. imports from:

Covered sources 703,816 602,355 555,230 711,627 137,334 188,480

Noncovered sources 1,247,100 1,417,222 1,441,246 1,538,593 423,730 374,212

Total U.S. imports 1,950,917 2,019,577 1,996,476 2,250,220 561,063 562,692

Apparent U.S. consumption 10,746,817 10,936,052 10,755,839 11,939,538 3,119,222 2,929,381

Value ($1,000)

U.S. producers’ U.S. shipments 3,235,184 3,250,375 3,397,233 5,449,396 1,231,940 1,527,912
U.S. imports from:

Covered sources 375,043 324,454 298,647 519,501 85,454 170,575

Noncovered sources 471,189 547,805 606,444 887,338 195,352 249,106

Total U.S. imports 846,232 872,259 905,092 1,406,839 280,806 419,682

Apparent U.S. consumption 4,081,416 4,122,634 4,302,325 6,856,235 1,512,746 1,947,594

U.S. market share based on quantity (percent)

U.S. producers’ U.S. shipments 81.8 81.5 81.4 81.2 82.0 80.8
U.S. imports from:

Covered sources 6.5 5.5 5.2 6.0 4.4 6.4

Noncovered sources 11.6 13.0 13.4 12.9 13.6 12.8

Total U.S. imports 18.2 18.5 18.6 18.8 18.0 19.2

U.S. market share based on value (percent)

U.S. producers’ U.S. shipments 79.3 78.8 79.0 79.5 81.4 78.5
U.S. imports from:

Covered sources 9.2 7.9 6.9 7.6 5.6 8.8

Noncovered sources 115 13.3 14.1 12.9 12.9 12.8

Total U.S. imports 20.7 21.2 21.0 20.5 18.6 215

Between 2003 and 2004 (the year following the removal of the increased tariffs), apparent U.S.
consumption for hot-rolled bar products increased by 1,183,699 short tons (11.0 percent). A portion of
thisincrease was supplied by an increase in U.S. producers shipments, while a smaller portion was met
by an increase in imports from covered sources. 1n 2004, the quantity of imports from covered sources
was greater than in 2001. U.S. producers' market share by quantity again decreased in this period by less
than a percentage point, while U.S. producers gained less than a percentage point of market share by

value.

In January-March 2005 (the final period covered by the original safeguard action), the quantity
of apparent U.S. consumption of hot bar was 6.1 percent lower than during January-March 2004. By
value, however, apparent U.S. consumption was 28.7 percent higher in January-March 2005 than in
January-March 2004. The domestic industry’ s share of the U.S. market was 1.2 percentage points lower
by quantity and 3.0 percentage points lower by value in January-March 2005 than in January-March
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2004. Import market share, conversely, was higher in January-March 2005 than in January-March 2004,
as imports from covered sources were higher and imports from noncovered sources were sightly lower as
ashare of the U.S. market.

PRICING AND RELATED INFORMATION
Factors Affecting Prices

U.S. hot bar producers were asked to report the importance of certain factors that have influenced
the price of steel inthe U.S. market, and to indicate whether these factors have tended to increase,
decrease, or have no effect on the price of steel from March 2002 to December 2003 and from January
2004 to March 2005 (table LONG 11-8).

The three factors rated most important by U.S. hot bar producers from March 2002 to December
2003 were: changesin the demand for steel within the United States, changes in the cost of raw
materials, and changes in energy costs. The three factors rated most important by U.S. hot bar producers
from January 2004 to March 2005 were: changesin the cost of raw materials, changes in the demand for
steel within the United States, and changes in the demand for steel outside of the United States.™

Pricing Practices

All responding U.S. hot bar producers reported making no changes in the way they determined
the price they charged or discounts allowed for sales of steel from March 2002 to December 2003. One
producer reported offering fewer discounts to Canadian purchaers over this period. One U.S. hot bar
producer reported that it was more willing to absorb freight costs from January 2004 to March 2005 in
order to be more competitive. Also, one producer reported offering more discountsin the United States
while another reported that it offered less volume discounts over this period. Ten of 11 responding U.S.
hot bar producers reported that there was no change in the share of their sales on a contract vis-a-visa
spot basis from March 2002 to December 2003 and 11 of 12 responding producers reported that there was
no change from January 2003 to March 2005. Eight of 14 U.S. hot bar producers reported that contract
prices do not tend to follow a similar trend as spot prices, noting that spot prices are more volatile and that
some contracts use escalators for raw material costs. Another producer noted that contracts are typically
fixed for one quarter. Two producers also said that the magnitude of changes in spot pricesis greater than
that of changesin contract prices.

14 Apparent U.S. consumption of hot bar productsincreased by 11.1 percent from 2001 to 2004 (table LONG I1-
7). U.S. producers also report that demand from China was particularly strong over the period.
Prices for steel scrap increased by 133.2 percent during the period for which data were collected (figure
OVERVIEW [1-12). U.S. hot bar producers capacity decreased by 7.0 percent from 2001 to 2004 and capacity
utilization increased from 70.2 percent in 2001 to 88.2 percent in 2004 (table LONG 11-3).

5 U.S. steel consumers, however, reported that, beginning in the fourth quarter of 2004, buyers resisted longer-
term contracts as they believed the high prices of that period were not sustainable, U.S. Steel Consumers
posthearing brief, p. 20.
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Table LONG II-8

Hot bar: As reported by producers, the relative contribution of factors to the price of steel, and the
influence of these factors on the price of steel from March 2002 to December 2003 and from January 2004

to March 2005

March 2002 to

January 2004 to

December 2003 March 2005
Influence Influence
ltem Importance® of factors? Importance’ of factors?®

Ranking | N D Ranking I N D
Changes in the cost of raw materials 1.8 11 | 2 1 1.2 13 1 0
Changes in demand for steel within the
United States L7 9 s 2 13 11 0 4
Changes in demand for steel outside the 21 7 6 1 15 10 1 3
United States ) '
Changes in the level of competition from
imports from non-excluded countries 2.1 5 6 3 19 5 5 4
Changes in energy costs 1.9 10 4 0 2.0 13 1 0
Changes in transportation/delivery cost o5 8 6 0 29 13 1 0
changes ' '
Changes in competition between U.S. 21 4 6 4 29 4 6 4
producers ’ '
Changes in the level of competition from 29 2 7 5 29 4 6 4
imports from excluded countries ) '
Changes in U.S. production capacity 2.7 4 5 5 2.6 5 5 4
Changing market patterns 2.8 3 10 1 2.8 6 7 1
Changes in the productivity of domestic 28 3 8 3 3.0 3 9 >
producers ' '
Changes in labor agreements, contracts, etc. 3.5 1 12 1 3.3 2 11
Changes in the allocation of production
capacity to alternate products 35 1 13 0 34 3 11 0
Changes in the level of competition from 36 o 12 2 36 0 13 1
substitute products ’ '

! The numbers in this column represent the average ranking of each factor by responding producers, on a scale from 1 to 4
where 1 = very important, 2 = important, 3 = somewhat important, and 4 = not important. The factors have been sorted by
importance based on the responses for the period from January 2004 to March 2005.

2 The numbers in these columns represent the number of responding producers that reported that changes in a factor have

tended to increase prices (I), have had no effect (N), or have tended to decrease prices (D) for steel in the specified time period.

Note.—Not all producers answered for all of the factors and some gave more than one response per factor.

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

The Commission asked for quarterly sales value and quantity datafor U.S. producers’ sales of the
following hot bar product during January 2001-March 2005:*

Product 7-Hot-rolled bars, grade ASTM A36 or equivalent in sizes 3 inches and
under. Thiscommaodity product is used extensively in manufacturing and construction.
Typical usesinclude brackets, frames and supports for industrial equipment, and
fabricated bar joists used in commercial construction.

Reported pricing data accounted for 63.4 percent of the quantity of U.S. producers’ U.S.
commercial shipments of hot bar during the period for which data were collected.”’

Weighted-average prices and quantities sold of U.S.-produced hot bar product 7 are shown in
table LONG I1-9 and figure LONG-11-2. A summary of the price datais shown in table LONG 11-10.

Quarterly prices for the domestically produced hot bar product for which the Commission
collected pricing data remained relatively steady from first quarter 2001 to first quarter 2003, began to
gradually increase in 2003, and then steadily increased throughout 2004, with prices peaking in first
guarter 2005. The weighted-average sales price increased 65.3 percent over the entire period.

8 Pricing data as presented here for January 2001 through December 2002 are the data collected under the
monitoring investigation. Pricing data for January 2003 through March 2005 were collected separately under the
current evaluation.

7 Thirteen U.S. producers provided pricing data for product 7. Three data points as reported by *** were
excluded as they only contained quantities and no prices.
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Table LONG II-9
Hot bar: Weighted-average price and quantity data for domestic product 7,' by quarters, January 2001-
March 2005

United States

Price Quantity
Period Per ton Short tons
2001:
January-March $354.92 1,122,912
April-June 352.72 1,133,696
July-September 346.53 1,026,446
October-December 343.55 947,426
2002:
January-March 337.33 1,087,081
April-dune 342 .11 1,166,560
July-September 352.76 1,105,884
October-December 360.65 995,155
2003:
January-March 365.34 1,296,594
April-dJune 381.79 1,184,902
July-September 379.47 1,249,228
October-December 396.65 1,246,901
2004:
January-March 461.14 1,442,336
April-June 532.13 1,329,790
July-September 564.47 1,356,298
October-December 584.19 1,184,004
2005:
January-March 586.65 1,183,161

' Hot bars, grade ASTM A36 or equivalent in sizes 3 inches and under.

Source: Compiled from data submitted in response to Commission questionnaires.
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Figure LONG II-2
Hot bar: Weighted-average f.o.b. prices of domestic product 7, January 2001-March 2005
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Source: Compiled from data submitted in response to Commission questionnaires.

Table LONG 1I-10
Hot bar: Changes in quarterly prices of domestic product 7

Change in price  Change in price Change in price Change in price | Change in price
from Q1 2001 to from Q1 2002to from Q12003 to from Q1 2004 to | from Q1 2001 to
Product Q1 2002 Q12003 Q1 2004 Q1 2005 Q1 2005

Percent

7 -5.0 8.3 26.2 27.2 I

Source: Compiled from data submitted in response to Commission questionnaires.
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PART lll: INDUSTRY AND MARKET DATA (COLD BAR)
DESCRIPTION AND USES

Carbon and alloy stedl cold-finished bar (cold bar) are products defined by shape in the hot bar
category, not in coils, that have been subjected to a cold-finishing operation such as cold rolling, cold
drawing, grinding, or polishing.! HTS statistical reporting numbers for subject cold bar are presented in
table LONG I11-1.

Table LONG llI-1
Cold bar: Subject HTS statistical reporting numbers

Iltem Statistical reporting numbers
Cold bar? 7215.10.0000 7215.10.0010 7215.10.0080 7215.50.0060 7215.90.3000

7228.50.5005 7228.60.8000 7215.50.0015 7215.50.0090 7228.20.5000

7228.50.5050

1 The temporary HTS subheadings for cold bar established by proclamation or delegated authority pursuant to trade
legislation during 2002-03 were:
(1) 9903.76.87 through 9903.76.93, 9903.76.95 through 9903.77.27, 9903.77.29, 9903.81.00 through 9903.81.03, 9903.81.05
through 9903.81.09, and 9903.81.13 for products excluded from the section 203 remedy,
(2) 9903.76.86, 9903.76.94, 9903.77.28, 9903.81.04, and 9903.81.10 through 9903.81.12 for products entered in quantities up
to stated limits (ranging from 250 tons to 13,000 tons) without additional tariffs, and
(3) 9903.73.60, 9903.73.61, and 9903.73.62 for products entered in excess of quantities specified in (2), above, and products
not covered by any exclusion; all of the foregoing incurring, respectively, 30 percent ad valorem additional tariffs through
March 19, 2003, and 24 percent additional tariffs through December 4, 2003.
As indicated in (2), certain temporary subheadings specify particular types of cold bar which are excluded from the additional
tariffs when entered up to certain quantitative limits, i.e., a particular number of tons; the individual quantity limit of each
exemption and the time period(s) to which the exemption applies are stated or referenced in the article description of the
temporary HTS subheading. Whenever imports of a particular type of cold bar exceed the specified quantitative limit, then the
quantity in excess of such limit would not be covered by the temporary HTS subheading identified in (2) and would instead be
covered by the temporary HTS items identified in (3) and subject to the additional section 203 tariffs.

Source: Harmonized Tariff Schedule of the United States (2003 and 2005).

MARKET ENVIRONMENT
Changes in U.S. Demand

Major markets for cold bar products are in automotive and construction applications. As shown
in OVERVIEW PART II, the value of U.S. manufacturers shipments of transportation equipment
increased by 11.5 percent during the period for which data were collected (table OVERVIEW I1-1). Most
recently, the value of U.S. manufacturers shipments of transportation equipment has dropped by 5.8
percent from first quarter 2004 to first quarter 2005. The value of U.S. nonresidential construction put in
place increased by 3.9 percent during the period for which data were collected, while the value of carbon
steel forgings shipmentsincreased by 36.2 percent over the same period.

The data collected by the Commission indicate that apparent U.S. consumption of cold bar
increased by 18.0 percent from 2001 to 2004.

! Cold bars of ball-bearing steel (HTS item 7228.50.1010), which were included in this category in investigation
No. TA-201-73, were excluded from the remedy and are, therefore, not included in the cold bar category for
purposes of thisinvestigation.
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In the monitoring investigation, 16 of 18 responding U.S. cold bar producers reported that U.S.
demand had decreased from March 2002 to March 2003. U.S. cold bar producers that reported decreased
demand in the monitoring investigation generally cited the slowing U.S. economy, particularly weakness
in the construction, capital spending, and aerospace market sectors. U.S. cold bar producers also noted
the loss of end product sales to off-shore competitors.? 3

In the current evaluation, all responding U.S. cold bar producers reported that demand increased
from March 2002 to December 2003. U.S. cold bar producers attributed the increased demand to
worldwide economic growth and strong demand in China. Seven of eight U.S. cold bar producersin the
current evaluation reported that demand increased from January 2004 to March 2005, citing increased
demand in Chinain particular.* One producer attributed the increased demand in this period to the
perception of a shortage of steel due to Chind s rising consumption of raw materials.

Nearly all responding U.S. cold bar producers reported that there were no changes in the types or
prices of substitute products since March 2002. One producer reported that some consumers have tried
replacing leaded steel with non-leaded steel products, due to price and availability.

Changes in U.S. Supply

Prior to the 201 tariff relief, CSC, a producer of carbon and aloy steel hot-rolled and cold-
finished bar with raw steel capacity of 0.5 million short tons, filed for bankruptcy in January 2001 and
shut down its operationsin April 2001.° In October 2002, Brazilian steelmaker Gerdau S.A. and
Canadian steelmaker Co-Steel combined their North American operations, resulting in the formation of
Gerdau AmeriSteel Corporation, which is a producer of hot-rolled and cold-finished bars and rebar.
Republic Engineered Products, a producer of carbon and alloy steel hot-rolled and cold-finished bars,
sustained a fire and filed for bankruptcy in October 2003, then subsequently reopened in December 2003.
North Star Steel’ sfacility in Monroe, M|, was acquired by MacSteel, a producer of carbon and alloy steel
hot-rolled and cold-finished bars, in January 2004. Four long steel minimills and four downstream
facilities owned by North Star Steel were acquired by Gerdau AmeriSteel in November 2004.

Asshown in table LONG I11-2, the mgjority of U.S. cold bar producers reported no changesin
their marketing practices from March 2002 to December 2003. U.S. cold bar producers reported some
changesin their marketing practices from January 2004 to March 2005. All six responding producers
reported efforts to increase product availability. Seven of ten responding producers reported increased
lead times from production and all eight responding producers reported increased order backlogs over the
same period.

2 A domestic producer testified that dumped imports of manufactured finished parts and assemblies from Asiaare
slowly wiping out the domestic cold bar producers customer base, Steel: Monitoring Devel opments in the Domestic
Industry, Inv. No. TA-204-09, USITC Pub. 3632, September 2003, p. LONG 111-2, n. 3 (citing testimony of
Paul Darling, President and CEO, Corey Steel Co.).

® Ten of 12 cold bar importers reported that demand remained the same, and two reported that it had increased.

4 The one U.S. cold bar producer that reported decreased demand from January 2004 to March 2005 cited
decreased sales outside the United States due to low-priced foreign goods.

® Seetable LONG I-3.
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Table LONG IlI-2
Cold bar: U.S. producer responses to questions regarding firms’ activities from March 2002 to December
2003 and from January 2004 to March 2005

March 2002 to January 2004 to
December 2003 March 2005
Marketing practice Number of producers Number of producers
No Yes No Yes
Efforts to increase product availability 3 3 0 6
Change in geographic market 8 1 6 3
Change in share of sales from inventory 8 0 8 0
Change in average lead times from inventory 8 0 8 1
Change in average lead times from production 7 2 3 7
Change in product range 8 2 6 4
Change in demand for or production of alternate products 7 0 7 0
| D S | D S
Change in order backlogs® 0 1 6 8 0 0
Change in on-time shipping percentage* 2 2 6 5 3 2

' The numbers in these columns represent the number of responding producers that reported that the practice increased (1),
decreased (D), or have stayed the same (S) for over the specified time period.

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

In the monitoring investigation, 42 of 115 responding cold bar purchasers reported experiencing
difficulties procuring steel in the quantities necessary to meet their needs from March 2002 to March
2003. Forty-eight of 110 responding cold bar purchasers reported increased average lead times for their
purchases of domestic steel, 55 reported no change in domestic lead times, and seven reported decreased
domestic lead times. Cold bar purchasers were also asked in the monitoring investigation to identify
actions taken by domestic producers from March 2002 to March 2003 to make a positive adjustment to
import competition.® Of 116 responding purchasers, 71 did not indicate that producers had taken any
such actions. However, 13 of 116 responding purchasers reported that domestic producers had introduced
new or innovative products, 10 reported that domestic producers had improved product quality, 19
reported that domestic producers had expanded marketing efforts, 13 reported that domestic producers
had improved customer service, and 16 reported that domestic producers had made other positive
adjustment efforts.”

Based on data compiled in thisinvestigation, U.S. cold bar producers’ capacity utilization was
79.8 percent and their inventories as a percentage of total shipments were 13.9 percent in 2004. Exports
accounted for 2.5 percent of total shipmentsin 2004.

® Purchasers were asked to indicate whether domestic producers had taken any of the following actions:
introduction of new or innovative product, improved product quality, expansion of marketing efforts including e-
commerce, improvements in customer service, and other efforts to make a positive adjustment to import competition.

” Some purchasers reported more than one of these actions.
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Timeline

Figure LONG-I111-1 shows quarterly shipments of cold-rolled bar products by U.S. producers, and
total imports as well asimports separately from countries subject to the safeguard measures and countries
exempt from the safeguard measures, along with atimeline of significant events that may have influenced
the market environment. Shipment data for domestic producers depicted in the graph are from the
American Iron and Steel Institute, and differ somewhat from shipment data presented elsewhere in this
report, which are based on questionnaire data (which do not include quarterly data). Import data are
consistent with those in other tables presented in this report. The timeline showing significant events
includes significant supply changes due to shutdowns (shown below the line); shown above the line are
significant safeguard dates.

U.S. INDUSTRY DATA

Table LONG 111-3 presents information on U.S. cold bar producers’ capacity, production,
shipments, inventories, and employment. The Commission received useable questionnaire responses
from 10 producers who accounted for 1,178,427 short tons of cold bar shipmentsin the United Statesin
2004. This response represents 85.0 percent of the domestic shipments of cold bar as reported to the
AlSI B

The following tabulation presents firms that either reported calendar-year 2000 production
capacity in the original safeguard investigation or that reported April 2000-March 2001 production in the
Commission’s monitoring investigation, but did not provide data in the current evaluation:

* * * * * * *

Table LONG 111-3 presents information on U.S. cold bar producers' capacity, production,
shipments, inventories, and employment. One reporting producer, Nucor, acquired one of Fort Howard
Steel’ sidled cold bar millsin 2005. Fort Howard shut down its other cold bar mill in 2005. One
reporting cold bar producer, Republic, entered bankruptcy, dissolved itslegal status, re-incorporated
under a new name, and recommenced its operationsin 2004. Commission staff was able to obtain
estimates for Republic’s original trade and financial data from ***.

8 AISI’s data indicate that domestic mills' cold bar shipments were approximately 1.4 million short tonsin 2004.
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Figure LONG IlI-1
Cold-finished bar: Quarterly imports and domestic mill net shipments, facility shutdowns, and investigation
milestones, January 2001-March 2005
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1 Domestic mill shipments, excluding shipments to reporting companies.

Source: Compiled from official statistics of the U.S. Department of Commerce; statistics of the American Iron and Steel Institute, AIS 10 (various
months); and publicly available information.



Table LONG lII-3
Cold bar: U.S. producers’ capacity, production, shipments, inventories, and employment data, 2001-04,
January-March 2004, and January-March 2005

Calendar year January-March
2001 2002 2003 2004 2004 2005
Item Quantity (short tons)

Capacity 1,458,762 1,413,392 1,453,841 1,535,896 462,922 462,334

Production 969,327 974,948 994,163 1,226,048 314,564 327,838

Internal consumption/transfers i i i i i i

U.S. commercial shipments f f f e f fl

U.S. shipments 960,934 957,669 975,732 1,178,427 311,016 310,942

Export shipments 33,411 28,328 23,208 29,935 5,015 8,550

Total shipments 994,345 985,998 998,940 1,208,362 316,031 319,492

Ending inventories 167,351 154,732 147,500 168,313 145,439 176,304

Value ($1,000)

Internal consumption/transfers i i i i i i

U.S. commercial shipments f f f o f fl

U.S. shipments 619,887 613,590 629,865 1,004,219 223,039 306,274

Export shipments 21,727 18,848 15,835 31,761 4,277 8,923

Total shipments 641,614 632,438 645,700 1,035,980 227,316 315,197

Unit value (per short ton)

Internal consumption/transfers G G $re $re $r* $r*

U.S. commercial shipments e e e e e e

U.S. shipments 645 641 646 852 717 985

Export shipments 650 665 682 1,061 853 1,044

Total shipments 645 641 646 857 719 987

Ratios and shares (percent)

Capacity utilization 66.4 69.0 68.4 79.8 68.0 70.9

U.S. shipments to distributors 26.6 28.6 28.8 29.3 321 32.0

U.S. shipments to end users 73.4 71.4 71.2 70.7 67.9 68.0

Inventories/total shipments 16.8 15.7 14.8 13.9 115 13.8

Employment data

PRWSs' (number) 1,260 1,156 1,032 1,046 1,022 1,256

Hours worked (7,000) 2,411 2,245 2,089 2,242 547 578

Wages paid ($1,000) 59,232 54,343 48,711 54,301 13,107 15,128

Hourly wages $24.56 $24.21 $23.32 $24.22 $23.96 $26.16

Productivity (short tons/1,000 391.2 421.5 463.3 532.0 558.4 554.2
hrs)

Unit labor costs (per short ton) $62.79 $57.43 $50.34 $45.52 $42.91 $47.21

' Production and related workers.
Note—Because of rounding, figures may not add to the totals shown.

Source: Compiled from data submitted in response to Commission questionnaires.
As presented in table LONG 1II-3, reporting U.S. producers’ aggregate output-related indicators

fluctuated in the period between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final
year in which increased tariffs were in effect). According to these data, reporting firms increased

LONG llI-6



production by 5,621 short tons (0.6 percent) between 2001 and 2002. Thisincrease, however, was
limited by ***. In 2003, reporting firms again increased cold bar production by 19,215 short tons (2.0
percent), with *** ° Reporting firms reduced production capacity by 45,370 short tons (3.1 percent)
between 2001 and 2002," and increased production capacity by 40,449 short tons (2.9 percent) between
2002 and 2003. As production was fluctuating and capacity decreasing, the reported capacity utilization
for reporting firms increased by 1.9 percentage points from 2001 to 2003, with a peak in capacity
utilization in 2002. 1n 2002, 8 out of 11 producers increased capacity utilization over the year earlier,
whilein 2003, only 6 out of 11 increased capacity utilization from the previous year.

Total U.S. commercia shipments as reported by responding firms decreased slightly in 2002 but
increased in 2003. *** either drove or limited these trends. In 2002, reporting firms decreased U.S.
commercial shipments by *** short tons (*** percent). In 2003, reporting firmsincreased U.S.
commercial shipments by *** short tons (*** percent). *** drove the decreases in reported export
shipments of 5,083 short tons (15.2 percent) and 5,120 short tons (18.1 percent) in 2002 and 2003,
respectively. Only one firm reported small amounts of internal consumption in the period examined.**
The average unit values for reporting cold bar producers first decreased from 2001 to 2002, and then
increased from 2002 to 2003. Six out of eleven firms with continuous operations in 2001 and 2002
reported an increase in their average unit values, which nonetheless declined in aggregate by $***. Ten
out of eleven firms with continuous operations in 2002 and 2003 reported an increase in average unit
valuesfor atotal increase in average unit values of $*** in 2003. Productivity of reporting firms
increased in both 2002 and 2003. Productivity increased for five out of ten producers in 2002 and for
seven out of ten producersin 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), reporting firms
increased production by 231,885 short tons (23.3 percent), with al eleven firms reporting increased
production. In this period, total production capacity of reporting firmsincreased by 82,055 short tons
(5.6 percent). Average capacity utilization for the reporting firms increased during this period by 11.4
percentage pointsto 79.8 percent. All but one firm indicated an increase in capacity utilization.

Reporting firms increased U.S. commercial shipments of cold bar by *** short tons (*** percent)
in 2004. At the same time, these firms also increased exports by 6,726 short tons (29.0 percent). While
shipments were increasing, responding firms reported an aggregate average unit value increase for their
U.S. shipments of $206 (32.0 percent). All producers increased their average unit values in 2004.
Productivity continued to increase in 2004, with nine out of eleven firms reporting an increase.

®*** indicated that the 201 safeguard action had no discernible effect on these production changes and that this
firm was still selling in 2003 its typical product at 15 percent below what that product sold for in 1981. *** indicated
that the numerous exemptions granted to select steel products reduced the effectiveness of safeguard import relief
measures. Thisfirm also indicated that demand for cold bar productsis often cyclical in nature spanning several
years. *** indicated that the firm could not specificaly isolate the effect of the safeguard tariffs from other market
forces, but indicated nonethel ess that the safeguard action had a general positive effect on its ability to improve
operations, increase capacity, and ship more product. *** indicated that some labor disputes hindered production in
2003, but that the reduction of foreign cold bar imports assisted the industry in competing. *** indicated that it
believes the steel safeguards to have been overall effective; however, that relief might have been less effective for
non-rebar long products than rebar products due to numerous exemptions made to specific non-rebar importing firms
and due to the antidumping order on rebar.

10xx* decrease in production capacity accounts for this trend as the five other firms whose production capacity
changed in this period all increased production capacity of their cold bar facilities.

™ In 2001, *** percent of total shipments were shipped to satisfy U.S. commercial demand, *** percent of total
shipments supplied internal consumption needs, and 3.4 percent of total shipments were exported. By 2003, ***
percent went to U.S. commercial demand, *** to internal consumption needs, and 2.3 to export markets.
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In January-March 2005 (the final period covered by the original safeguard action), production
was greater than in January-March 2004 by 13,274 short tons (4.2 percent), with six out of eleven firms
reporting higher production. 1n 2005, Nucor acquired part of *** Fort Howard Steel; ***. Production
capacity was dightly lower in January-March 2005 than it was in January-March 2004. 1n comparing the
first quarter of 2005 with that same period ayear earlier, capacity utilization was greater by on average 3
percentage points for responding firms. Six out of eleven firms experienced increased capacity utilization
in January-March 2005.

Reporting firms had a slightly lower quantity of U.S. commercial shipments in the first quarter of
2005 than in that same period ayear earlier, down *** short tons (*** percent). Conversely, reporting
firms exported 3,535 more short tons (70.5 percent) in January-March 2005 than in January-March
2004.2 On average, these firms' average unit value for U.S. shipments of cold bar was $268 higher in
January-March 2005 than in January-March 2004. Productivity for the reporting firms on average was
dightly lower in January-March 2005 than in January-March 2004.

FINANCIAL DATA

Financial data provided by U.S. producers concerning operations on cold bar are presented in
table LONG I11-4.%* From 2001 to 2003, net commercial sales quantities steadily increased while total
and average unit commercial sales valuesincreased unevenly. Average unit COGS declined while
average unit SG& A showed a dlight increase. In combination, increased average unit sales values
coupled with lower average unit COGS resulted in increased gross and operating profits from 2001 to
2003.

From 2003 to 2004 and between the interim periods, total and average unit commercial sales
values, COGS, and SG&A increased. Net commercial sales quantities also increased from 2003 to 2004,
but declined between the interim periods. In combination, average unit sales values increased more than
average unit COGS and SG& A and resulted in increased gross and operating profits from 2003 to 2004
and between the interim periods.

Increasesin raw material costs were the major factor behind the increase in COGS from 2003 to
2004 and between the interim periods. Average unit raw material costs increased throughout the
examination period; however, the increases were too small from 2001 to 2003 to offset declinesin
average unit direct labor and other factory costs and thus average unit COGS declined during thistime
frame. From 2001 to 2003, average unit raw material costsincreased by 13 percent and then increased by
an additional 49 and 56 percent, respectively, from 2003 to 2004 and between the interim periods.

Data on capital expenditures were reported by al firms. Data on research and devel opment
expenses were reported by *** firms that account for *** percent of the total reported 2004 commercial
salesvalue of cold bar. Data on property, plant, and equipment were reported by firms that account for
79 percent of the total reported 2004 commercia sales value of cold bar.

2 Due to these changes, the shipment mix in January-March 2005 shifted slightly, with *** percent of total
shipments being shipped to satisfy U.S. commercial demand, *** percent of total shipments supplied internal
consumption needs, and 2.7 percent of total shipments were exported.

13 One firm, ***, indicated that the contradiction of average unit valuesincreasing after the removal of the
tariff-component of the safeguard measures indicates that the 201 action was relatively ineffective at changing
market conditions for U.S. producers in comparison to other market forces of global supply and demand.

1 Firms reflected in these data are ***. *** provided incomplete financial data; therefore, staff estimated costs
and expenses based on the aggregate financial data for cold bar as reported to the Commission during this evaluation
period.
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Table LONG lil-4

Cold bar: Results of operations of U.S. producers, fiscal years 2001-04, January-March 2004, and

January-March 2005

Item

Net commercial sales

Net commercial sales
COGSs
Gross profit or (loss)
SG&A expenses
Operating income or (loss)
Interest expense
Other (income)/expenses, net
Net income or (loss)
Depreciation/amortization
Cash flow
CDSOA funds received
Pension (credit)/expense
Other post-employment benefits
Capital expenditures
R&D expenses
Property, plant, and equipment:
Original cost
Book value

COGS

Gross profit or (loss)
SG&A expenses
Operating income or (loss)
Net income or (loss)

Net commercial sales
COGS total

Raw materials

Direct labor

Other factory costs
Gross profit or (loss)
SG&A expenses
Operating income or (loss)

Operating losses
Data
' Not available.

2001

954,638

617,384
552,761
64,623
35,118
29,505
13,995
(8,508)
7,002
27,374
34,376
0

2,399
307
39,548

*kk

876,982
317,143

89.5
10.5
5.7
4.8
1.1

$647
579
294
64
222
68
37
31

©

January-March

Fiscal year
2002 2003 2004 2004
Quantity (short tons)
958,495 981,576 1,096,868 353,386
Value ($1,000)
615,319 633,587 947,474 250,546
544,544 556,971 784,939 221,314
70,775 76,616 162,535 29,232
35,849 38,106 46,990 13,224
34,926 38,510 115,545 16,008
6,330 6,921 4,466 1,264
(1,137) (24,173) 1,180 287
27,459 7,416 112,259 15,030
21,190 19,190 19,361 4,507
48,650 26,606 131,621 19,538
0 0 0 0
2,550 2,728 3,946 938
117 419 525 106
13,850 9,731 8,937 2,959
897,433 906,812 905,110 916,047
303,760 282,727 256,098 271,790
Ratio to net commercial sales (percent)
88.5 87.9 82.8 88.3
11.5 121 17.2 11.7
5.8 6.0 5.0 5.3
5.7 6.1 12.2 6.4
4.5 1.2 11.8 6.0
Unit value (per short ton)
$642 $645 $864 $709
568 567 716 626
309 332 493 353
59 52 58 40
200 184 165 234
74 78 148 83
37 39 43 37
36 39 105 45
Number of firms reporting
3 1 0 1
9 9 9 9

Source: Compiled from data submitted in response to Commission questionnaires.
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2005
346,067

326,873
276,718
50,155
14,608
35,547
1,346
316
34,517
4,829
39,345
()
1,117
208
4,147

*kk

887,552
239,955

84.7
15.3

4.5
10.9
10.6

$945
800
552
51
197
145
42
103



U.S. IMPORTS

Table LONG III-5 presents data on U.S. imports of cold bar by sources for 2001-04, as well as
January-March 2004 and January-March 2005. Table LONG III-6 presents data on U.S. imports from
covered sources, by tariff categories, during 2002 and 2003.

Table LONG liI-5

Cold bar: U.S. imports, by sources, 2001-04, January-March 2004, and January-March 2005

Item

Covered sources
Noncovered sources
Total

Covered sources
Noncovered sources
Total

Covered sources
Noncovered sources
Average

Covered sources
Noncovered sources
Total

Covered sources
Noncovered sources
Total

Covered sources
Noncovered sources
Total

2001

185,953
79,084
265,037

142,781
59,842
202,622

$768
757
765

70.2
29.8
100.0

70.5
29.5
100.0

19.2
8.2
27.3

Calendar year January - March
2002 2003 2004 2004 2005
Quantity (short tons)
112,139 102,067 155,765 20,802 52,361
105,222 111,932 112,673 32,388 29,045
217,361 214,000 268,437 53,189 81,406
Landed, duty paid value ($7,000)
92,342 79,739 176,721 19,487 57,640
78,918 82,845 103,159 24,085 32,764
171,261 162,583 279,879 43,572 90,404
Unit value (per short ton)
$823 $781 $1,135 $937 $1,101
750 740 916 744 1,128
788 760 1,043 819 1,111
Share of quantity (percent)
51.6 47.7 58.0 39.1 64.3
48.4 52.3 42.0 60.9 35.7
100.0 100.0 100.0 100.0 100.0
Share of value (percent)
53.9 49.0 63.1 44.7 63.8
46.1 51.0 36.9 55.3 36.2
100.0 100.0 100.0 100.0 100.0
Ratio of imports to production (percent)
11.5 10.3 12.7 6.6 16.0
10.8 11.3 9.2 10.3 8.9
22.3 215 21.9 16.9 24.8

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

Source: Compiled from official statistics of Commerce.

Table LONG IllI-6

Cold bar: U.S. imports from covered sources, by tariff categories, 2002-03

Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which
increased tariffs were in effect), the quantity and value of U.S. imports of cold bar from covered sources
decreased while the quantity and value of U.S. imports from other sources increased. As a result, the
quantity of total U.S. imports decreased by 19.3 percent while the value of U.S. imports decreased by
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19.8 percent. U.S. imports from covered sources decreased from 70.2 percent of the quantity of total
cold bar imports and 70.5 percent of the value of total cold bar imports to 47.7 percent and 49.0 percent,
respectively. During this period, average unit values for covered sources first increased and then
decreased, whereas average unit values from noncovered sources decreased regularly over the same
period. Overall, average unit values first increased and then decreased, resulting in a net decrease of $5
per short ton by 2003.

Between 2003 and 2004 (the year following the removal of the increased tariffs), the quantity of
U.S. imports of cold bar from covered sources increased, while the quantity of U.S. imports of cold bar
from noncovered sources remained relatively constant. The value of U.S. imports of cold bar for both
covered and noncovered sources increased. As a result, the quantity of total U.S. imports increased by
25.4 percent while the value of U.S. imports increased by 72.1 percent. U.S. imports from covered
sources increased from 47.7 percent of the quantity of total cold bar imports and 49.0 percent of the value
of total cold bar imports to 58.0 percent and 63.1 percent, respectively. During this period, average unit
values for both covered and, to a lesser extent, noncovered sources increased, resulting in an overall
increase of $283 per short ton in 2004.

In January-March 2005 (the final period covered by the original safeguard action), the quantity of
U.S. imports of cold bar from covered sources was higher than during January-March 2004, while the
quantity of U.S. imports from other sources was slightly lower. The values of U.S. imports of cold bar
from both covered sources and noncovered sources were higher in January-March 2005 than during
January-March 2004. As a result, the quantity of total U.S. imports was 53.0 percent higher in January-
March 2005 than during the comparable period in 2004, while the value of U.S. imports was 107.5
percent higher. U.S. imports from covered sources accounted for 64.3 percent of the quantity and 63.8
percent of the value of total cold bar imports, compared to 39.1 percent and 44.7 percent, respectively, in
January-March 2004. Average unit values for both covered and noncovered sources were higher in
January-March 2005 than in January-March 2004. In the aggregate, U.S. imports of cold bar were $292
per short ton higher in January-March 2005 than during the comparable period in 2004.

APPARENT U.S. CONSUMPTION AND MARKET SHARES

Table LONG III-7 presents data on apparent U.S. consumption and market shares of cold bar.
Between 2001 (the year prior to the U.S. safeguard action) and 2003 (the final year in which increased
tariffs were in effect), apparent U.S. consumption first decreased and then increased slightly. On the
whole imports declined as the increase in imports from noncovered sources did not entirely offset the
decrease in imports from covered sources. U.S. producers’ U.S. shipments fell by 0.3 percent in 2002,
but then increased by 1.9 percent in 2003. U.S. producers’ market share rose between 2001 and 2002
from 78.4 percent by quantity to 81.5 percent, a gain of 3.1 percentage points. The trend of increasing
U.S. market share continued into 2003 by 0.5 percentage point. U.S. market share by value increased in
the period from 75.4 percent in 2001 to 79.5 percent in 2003, a gain of 4.1 percentage points over two
years.

Between 2003 and 2004 (the year following the removal of the increased tariffs), apparent U.S.
consumption for cold bar products increased by 21.6 percent. In this period, both an increase in U.S.
producers’ U.S. shipments and in covered imports contributed to the increase in apparent U.S.
consumption. Imports from covered sources increased to approximately 84 percent of their 2001 (i.e.,
pre-tariff) levels. At the same time, U.S. producers increased shipments by 202,695 short tons (20.8
percent) in 2004 over 2003, but lost market share by quantity and value in 2004. U.S. producers’ market
share declined between 2003 and 2004 from 82.0 percent by quantity to 81.4 percent, a loss of less than a
percentage point. U.S. producers’ market share by value declined between 2003 and 2004 from 79.5
percent to 78.2 percent, a loss of 1.3 percentage points.

In January-March 2005 (the final period covered by the original safeguard action), the quantity of
apparent U.S. consumption of cold bar was 7.7 percent higher than during January-March 2004, while
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the value of apparent U.S. consumption was 48.8 percent higher. The domestic industry’s share of the
U.S. market was 6.1 percentage points lower by quantity and 6.4 percentage points lower by value in
January-March 2005 than in January-March 2004. Import market share, conversely, was higher in
January-March 2005 than in January-March 2004, as imports from covered sources increased and
imports from noncovered sources decreased as a share of the U.S. market. Total imports of cold bar were
28,217 short tons (53.0 percent) higher in January-March 2005 than in January-March 2004.

Table LONG IlI-7
Cold bar: U.S. shipments of domestic product, U.S. imports, by sources, apparent U.S. consumption, and
market shares, 2001-04, January-March 2004, and January-March 2005

Calendar year January - March
2001 2002 2003 2004 2004 2005
Item Quantity (short tons)

U.S. producers’ U.S. shipments 960,934 957,669 975,732 1,178,427 311,016 310,942
U.S. imports from:

Covered sources 185,953 112,139 102,067 155,765 20,802 52,361

Noncovered sources 79,084 105,222 111,932 112,673 32,388 29,045

Total U.S. imports 265,037 217,361 214,000 268,437 53,189 81,406

Apparent U.S. consumption 1,225,971 1,175,030 1,189,732 1,446,864 364,205 392,348

Value ($1,000)

U.S. producers’ U.S. shipments 619,887 613,590 629,865 1,004,219 223,039 306,274
U.S. imports from:

Covered sources 142,781 92,342 79,739 176,721 19,487 57,640

Noncovered sources 59,842 78,918 82,845 103,159 24,085 32,764

Total U.S. imports 202,622 171,261 162,583 279,879 43,572 90,404

Apparent U.S. consumption 822,509 784,851 792,449 1,284,099 266,611 396,678

U.S. market share based on quantity (percent)

U.S. producers’ U.S. shipments 78.4 81.5 82.0 81.4 85.4 79.3
U.S. imports from:

Covered sources 15.2 9.5 8.6 10.8 5.7 13.3

Noncovered sources 6.5 9.0 9.4 7.8 8.9 7.4

Total U.S. imports 21.6 18.5 18.0 18.6 14.6 20.7

U.S. market share based on value (percent)

U.S. producers’ U.S. shipments 75.4 78.2 79.5 78.2 83.7 77.2
U.S. imports from:

Covered sources 17.4 11.8 10.1 13.8 7.3 14.5

Noncovered sources 7.3 101 10.5 8.0 9.0 8.3

Total U.S. imports 24.6 21.8 20.5 21.8 16.3 22.8

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

Source: Compiled from data submitted in response to Commission questionnaires and official statistics of Commerce.
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PRICING AND RELATED INFORMATION
Factors Affecting Prices

U.S. cold bar producers were asked to report the importance of certain factors that have
influenced the price of steel in the U.S. market, and to indicate whether these factors have tended to
increase, decrease, or have no effect on the price of steel from March 2002 to December 2003 and from
January 2004 to March 2005 (table LONG 111-8).

The three factors rated most important by U.S. cold bar producers from March 2002 to December
2003 were: changesin the cost of raw materials, changes in demand for steel within the United States,
and changesin demand for steel outside the United States. The three factors rated most important by U.S.
cold bar producers from January 2004 to March 2005 were: changesin the cost of raw materials, changes
in demand for steel outside the United States, and changes in demand for steel within the United States.™

Pricing Practices

Nearly al responding U.S. cold bar producers reported making no changes in the way they
determine the price they charge or discounts allowed for sales of steel since March 2002. One producer
reported adding a scrap surcharge beginning in January 2004. All nine responding U.S. cold bar
producers reported that there has not been a change in the share of their salesthat is on a contract vis-a-vis
aspot basis. One producer noted that its contract durations were shortened from January 2004 to March
2005 due to rising raw material costs.’® Seven of ten U.S. cold bar producers reported that contract prices
tend to follow a similar trend as spot prices, although several noted that contract prices tended to lag spot
prices and are not as volatile.

5 Apparent U.S. consumption of cold bar products increased by 18.0 percent from 2001 to 2004 (table LONG I11-
7). Theindustrial production index increased by 4.4 percent during the period for which data were collected and the
durable goods production index increased by 13.5 percent during the same period (figure OVERVIEW 11-2).
Manufacturers’ shipments of transportation egquipment increased by 11.5 percent during the period for which data
were collected. Most recently, the value of U.S. manufacturers' shipments of transportation equipment dropped by
5.8 percent from first quarter 2004 to first quarter 2005. Non-residential construction put in place increased by 3.9
percent during the period for which data were collected and manufacturers' shipments of carbon steel forgings
increased by 36.2 percent during the same period (table OVERVIEW 11-1). Hot bar products are the primary raw
material input for cold bar products; prices for product 7, the hot bar product for which the Commission collected
quarterly price data, increased by 65.3 percent from the first quarter of 2001 to the first quarter of 2005 (table LONG
11-14). Pricesfor steel scrap increased by 133.2 percent during the period for which data were collected (figure
OVERVIEW 11-12). U.S. cold bar producers’ capacity increased by 5.3 percent from 2001 to 2004, and capacity
utilization increased from 66.4 percent in 2001 to 79.8 percent in 2004 (table LONG 111-3).

6 U.S. steel consumers also reported that, beginning in the fourth quarter of 2004, buyers resisted longer-term
contracts as they believed the high prices of that period were not sustainable, U.S. Steel Consumers’ posthearing
brief, p. 20.
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Table LONG I1I-8

Cold bar: As reported by producers, the relative contribution of factors to the price of steel, and the
influence of these factors on the price of steel from March 2002 to December 2003 and from January 2004

to March 2005

March 2002 to

January 2004 to

December 2003 March 2005
ltem Influence Influence
Importance? of factors? Importance’ of factors?

Ranking | N Ranking I N D
Changes in the cost of raw materials 1.2 7 3 0 1.3 10 0 0
Chfinges in demand for steel outside the 16 5 5 0 14 9 0 1
United States
Changes in demand for steel within the 14 5 2 3 14 8 0 2
United States
Changes in transportation/delivery cost 20 7 3 0 16 10 0 0
changes
Changing market patterns 2.0 2 1.6 4 4
Changes in energy costs 1.9 7 0 2.0
_Changes in the level of comp_etltlon from 29 0 5 5 21 1 6 3
imports from excluded countries
Changes in the productivity of domestic 20 1 7 2 29 > 7 1
producers
Changes in labor agreements, contracts, etc. 2.4 2.4
Changes in U.S. production capacity 2.2 4 2 2.7
Changes in competition between U.S. 21 4 4 2 31 3 7 0
producers
Changes in the level of competition from 34 0 9 1 3.4 0 0 0
substitute products
Changes in the 