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UNITED STATESINTERNATIONAL TRADE COMMISSION

Investigation Nos. 731-TA-919 and 920 (Review)
Certain Welded Large Diameter Line Pipe from Japan and Mexico

DETERMINATION

On the basis of the record" developed in the subject five-year reviews the United States
International Trade Commission (Commission) determines, pursuant to section 751(c) of the Tariff Act of
1930 (19 U.S.C. 8§ 1675(c)), that revocation of the antidumping duty order on certain welded large
diameter line pipe from Japan would be likely to lead to continuation or recurrence of material injury to
an industry in the United States within a reasonably foreseeable time? and that revocation of the
antidumping duty order on certain welded large diameter line pipe from Mexico would not be likely to
lead to continuation or recurrence of material injury to an industry in the United States within a
reasonably foreseeable time.?

BACKGROUND

The Commission instituted these reviews on November 1, 2006 (71 F.R. 64294) and determined
on February 5, 2007 that it would conduct full reviews (72 F.R. 6746, February 13, 2007). Notice of the
scheduling of the Commission’s reviews and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register on March 1, 2007 (72 F.R. 9357);
arevised schedule was published on June 4, 2007 (72 FR 30832). The hearing was held in Washington,
DC, on July 25, 2007, and all persons who requested the opportunity were permitted to appear in person
or by counsdl.

! The record is defined in sec. 207.2(f) of the Commission’ s Rules of Practice and Procedure (19 CFR § 207.2(f)).
2 Chairman Daniel R. Pearson and Commissioner Deanna Tanner Okun dissenting with respect to Japan.
® Commissioner Charlotte R. Lane dissenting with respect to Mexico.






VIEWSOF THE COMMISSION

Based on the record in these five-year reviews, we determine under section 751(c) of the Tariff
Act of 1930, as amended (“the Act”), that revocation of the antidumping duty order covering certain
welded large diameter line pipe (“CWLDLP") from Japan would be likely to lead to continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time.
We dso find that revocation of the antidumping duty order covering CWLDLP from Mexico would not
be likely to lead to continuation or recurrence of material injury to an industry in the United States within
areasonably foreseeable time.?

l. BACKGROUND

On October 26, 2001, the Commission unanimously determined that an industry in the United
States was materially injured by reason of imports of CWLDLP from Japan sold at less than fair value
(“LTFV™), and the U.S. Department of Commerce (“ Commerce”) imposed an antidumping duty order on
subject imports from Japan on December 6, 2001.> On February 19, 2002, the Commission unanimously
determined that an industry in the United States was materially injured by reason of LTFV imports of
CWLDLP from Mexico, and Commerce imposed an antidumping duty order on subject imports from
Mexico on February 27, 2002.*

The Commission instituted these reviews of the antidumping duty orders on CWLDLP from
Japan and Mexico on November 1, 2006.> The Commission found the domestic interested party group
response to the notice of institution for each review adequate, the Japanese respondent interested party
group response adequate, and the Mexican respondent interested party group response adequate.® The
Commission therefore determined to conduct full reviews with respect to both countries.’

CWLDLPisused primarily in oil and gas pipelines.® There are three types of CWLDL P subject
to the antidumping duty orders being reviewed, distinguished in part by their methods of production.
CWLDLP produced using the electric resistance welding (“ERW”) method, known as ERW line pipe, is
produced from hot-rolled coil that is continually formed into a circular shape by shaped rollers before the

 Chairman Pearson and Commissioner Okun determine that revocation of the antidumping duty order covering
CWLDLP from Japan would not be likely to lead to continuation or recurrence of material injury to an industry in
the United States within a reasonably foreseeable time. See Dissenting Views of Chairman Daniel R. Pearson and
Commissioner Deanna Tanner Okun. They join sections|, 11, II1.LA. and D., IV, V, and VII of this opinion.

2 Commissioner Lane determines that revocation of the antidumping duty order covering CWLDLP from Mexico
would be likely to lead to continuation or recurrence of materia injury to an industry in the United States within a
reasonably foreseeable time.

% See Certain Welded Large Diameter Line Pipe from Japan, 66 Fed. Reg. 55204 (Nov. 1, 2001); Antidumping
Duty Order: Welded Large Diameter Line Pipe from Japan, 66 Fed. Reg. 63368 (Dec. 6, 2001).

4 See Certain Welded L arge Diameter Line Pipe from Mexico, 67 Fed. Reg. 8556 (Feb. 25, 2002); Antidumping
Duty Order: Welded Large Diameter Line Pipe from Mexico, 67 Fed. Reg. 8937 (Feb. 27, 2002).

® Welded Large Diameter Line Pipe from Japan and Mexico, 71 Fed. Reg. 64294,

® See Welded L arge Diameter Line Pipe from Japan and Mexico, 72 Fed. Reg. 6746 (Feb. 13, 2007); see also
Confidential Staff Report (“CR”); Public Staff Report (“PR”) at Appendix A.

7 See Welded L arge Diameter Line Pipe from Japan and Mexico, 72 Fed. Reg. 6746 (Feb. 13, 2007); see also
CR/PR at Appendix A.

®CRat1-31; PR at I-23.




edges are heated and mechanically pressed together to form aseam.® CWLDLP produced using the
submerged-arc welding (“ SAW”) method, known as SAW line pipe, can be made using either
longitudinal welds or spiral welds. Spiral-welded SAW line pipe, otherwise known as HSAW (i.e.,
helical SAW) line pipe, is produced from hot-rolled coil that is formed into acylindrical hollow body,
much as a cardboard strip is formed into a spiral configuration to form a paper towel roll, and then welded
together by an automatic submerged arc process.”® Longitudinally welded SAW line pipe, or LSAW (and
sometimes double seam SAW line pipe or DSAW), is produced from cut-to-length plate shaped into a
cylinder through either the pyramid rolling or the U-O-E method, and then welded using the submerged
arc method.™ All domestically produced SAW pipe considered in the origina investigations was L SAW
line pipe, asthefirst U.S. mill to produce HSAW line pipe for usein natural gas and oil pipelines began
production in 2007.*

CWLDLP products are also distinguished by their grade, wall thickness, and outside diameter.
CWLDLPisgraded in part according to the chemical composition and strength of the cut-to-length plate
or the hot-rolled coil out of which it is made, with higher grades (e.q., X-80) representing greater strength
and pressure resistance than lower grades (e.q., X-42).2 In terms of wall thickness, ERW and HSAW
CWLDLP are produced with wall thicknesses of 1 inch and less, because they are made from hot-rolled
coil, while LSAW CWLDLP can be produced with wall thicknesses of over 1 inch, because it is made
from cut-to-length plate.** With respect to outside diameter, domestic producers manufacture ERW
CWLDLP with outside diameters up to 24", LSAW CWLDLP with outside diameters of 18" and larger,
and HSAW CWLDLP with outside diameters of 26" and larger.”> Purchasers formulate the specifications
for the CWLDLP they require based on the requirements of a given pipeline project.’®

Seven domestic interested parties participated in these reviews by providing briefs and hearing
testimony, including the American Steel Pipe Division of ACIPCO (“ASP”), Berg Steel Pipe Corporation
(“Berg”), Dura-Bond Pipe LLC (“Dura-Bond”), Evraz Oregon Steel Mills (“OSM™), Stupp Corp.
(“Stupp”), United States Steel Corporation (“U.S. Steel”), and Camp-Hill Corporation (“ Camp-Hill™)
(collectively, the “domestic interested parties’).*” Also participating in these reviews were three Japanese
respondent interested parties. JFE Steel Corporation (“JFE”), Nippon Steel Corporation (“Nippon
Stedl”), and Sumitomo Metal Industries, Ltd. (“SMI”) (collectively, the * Japanese respondent interested
parties’), and three Mexican respondent interested parties, Tubacero, S.A. de C.V. (“Tubacero”), Tuberia
Laguna, SA. deC.V. (“TuberiaLagund’), and Tuberias Procarsa S.A. de C.V. (“Procarsa’) (collectively,

°CR at I-26; PR at 1-20.
©CRat1-23; PR at I-17.

" CR at 1-23-24; PR at 1-17-18. The U-O-E method is so named because it involves sending plate into a U-press,
whereit isbent into a“U” shape, then an O-press, which forces the walls of the “U” together, and then finally, after
the pipe has been welded along the joint axis, into an expander, which expands the pipe to the desired size. Id.

12 See CR at 1-34-35; PR at 1-25; CR/PR at Table |-8.

13 For purposes of these reviews, certain data were collected on CWLDLP in grade ranges, such as X-40-49, X-
50-59, X-60-69, X-70-79, X-80-89, and X-100+. See, e.q., CR/PR at Tablell-8.

% See CR/PR at Table |-4.
5 CRat 1-31; PR at 1-23.
16 See CR at V-8; PR at V-6-7.

1 ASP, Berg, Dura-Bond, OSM, and Stupp are collectively referred to as the “ ASP domestic interested parties’
and U.S. Steel and Camp-Hill, which filed separate briefs, are collectively referred to asthe “U.S. Steel domestic
interested parties.”



the “Mexican respondent interested parties’). In addition, the Interstate Natural Gas Association of
America (“INGAA”), atrade organization representing CWLDLP purchasers, provided briefs and hearing
testimony as a party to the reviews.™®

1. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. In General

In making its determination under section 751(c), the Commission defines the “ domestic like
product” and the “industry.”*® The Act defines “domestic like product” as “a product which islike, or in
the absence of like, most similar in characteristics and uses with, the article subject to an investigation
under this subtitle.”® The Act defines the relevant industry as the “domestic producers as awhole of a
like product, or those producers whose collective output of the like product constitutes a major proportion
of the total domestic production of that product.”#

B. Product Description
In these five-year reviews, Commerce has defined the subject merchandise as follows:

... certain welded carbon and alloy line pipe, of circular cross section and with an outside
diameter greater than 16 inches, but less than 64 inches, in diameter, whether or not stenciled.
This product is normally produced according to American Petroleum Institute (“API™)
specifications, including Grades A25, A, B, and X grades ranging from X-42 to X-80, but can
also be produced to other specifications.”

18 Although industrial users are not “interested parties” within the meaning of 19 U.S.C. § 1677(9), they may
appear as parties in the Commission’s five-year review proceedings under section 201.11(a) of the Commission’s
rules. 19 C.F.R. § 201.11(a).

1919 U.S.C. § 1677(4)(A).

219 U.S.C. 8§ 1677(10). See Nippon Steel Corp. v. United States, 19 CIT 450, 455 (1995); Timken Co. v. United
States, 913 F. Supp. 580, 584 (Ct. Int’| Trade 1996); Torrington Co. v. United States, 747 F. Supp. 744, 748-49 (Ct.
Int'l Trade 1990), aff'd, 938 F.2d 1278 (Fed. Cir. 1991). Seeaso S. Rep. No. 96-249 at 90-91 (1979).

2119 U.S.C. § 1677(4)(A).

# Certain Welded Large Diameter Line Pipe from Japan and Mexico: Notice of Final Results of Five-year
(“Sunset”) Reviews of Antidumping Duty Orders, 72 Fed. Reg. 10498, 10499 (Mar. 8, 2007). Commerce
specifically excluded the following products from the scope of the antidumping duty orders under review:

... American Water Works Association (“AWWA") specification water and sewage pipe and the
following size/grade combinations of line pipe:

. Having an outside diameter greater than or equal to 18 inches and less than or equal to 22
inches, with awall thickness measuring 0.750 inch or greater, regardless of grade.
. Having an outside diameter greater than or equal to 24 inches and less than 30 inches, with

wall thickness measuring greater than 0.875 inchesin grades A, B, and X-42, with wall
thickness measuring greater than 0.750 inches in grades X-52 through X-56, and with wall
thickness measuring greater than 0.688 inches in grades X-60 or greater.
. Having an outside diameter greater than or equal to 30 inches and less than 36 inches, with
wall thickness measuring greater than 1.250 inchesin grades A, B, and X-42, with wall
thickness measuring greater than 1.000 inchesin grades X-52 through X-56, and with wall
(continued...)



C. Domestic Like Product

In the original investigations, the Commission examined whether CWLDL P produced using the
ERW and SAW methods should be treated as separate like products.?® The Commission found that ERW
and SAW line pipe existed on a continuum of CWLDLP products because they were sold through similar
channels of distribution; shared physical characteristics and end uses (namely the transmission of oil and
gas); were perceived by producers and customers as suitable for the same general end uses; and were
moderately interchangeable.?* The Commission noted that, although ERW and SAW line pipe were
produced in different facilities by different employees using different processes, this dividing line was
blurred by the fact that similar distinctions existed between different types of SAW pipes.®> The
Commission also noted price differences between the two types of pipe, but hoted that these differences
narrowed toward the end of the period examined. Accordingly, the Commission found asingle like
product comprised of all CWLDLP.?

The domestic interested parties support the Commission’s definition of the domestic like product
from the original investigations, asingle like product coextensive with the scope of the orders, and urge
its adoption in these reviews.” The Japanese and Mexican respondent interested partiesinitially stated in
their responses to the Commission’ s notice of institution that the Commission should revisit itslike
product definition from the original investigations and find either two domestic like products, ERW and

2 (,.continued)
thickness measuring greater than 0.875 inches in grades X-60 or greater.

. Having an outside diameter greater than or equal to 36 inches and less than 42 inches, with
wall thickness measuring greater than 1.375 inchesin grades A, B, and X-42, with wall
thickness measuring greater than 1.250 inches in grades X-52 through X-56, and with wall
thickness measuring greater than 1.125 inches in grades X-60 or greater.

. Having an outside diameter greater than or equal to 42 inches and less than 64 inches, with
awall thickness measuring greater than 1.500 inchesin grades A, B, and X-42, with wall
thickness measuring greater than 1.375 inches in grades X-52 through X-56, and with wall
thickness measuring greater than 1.250 inches in grades X-60 or greater.

. Having an outside diameter equal to 48 inches, with awall thickness measuring 1.0 inch or
greater, in grades X-80 or greater.

. Having an outside diameter of 48 inchesto and including 52 inches, and with awall
thickness of 0.90 inch or more in grade X-80, applicable to imports from Japan only.

. Having an outside diameter of 48 inches to and including 52 inches, and with awall

thickness of 0.54 inch or more in grade X-100, applicable to imports from Japan only.
Notice of Final Results of Sunset Reviews, 72 Fed. Reg. at 10499.

% Certain Welded L arge Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Pub. 3464 (Nov.
2001) (“Original Views’) at 5-6. Initsviewsfor Certain Welded Large Diameter Line Pipe from Mexico, the
Commission adopted the views stated in Certain Welded Large Diameter Line Pipe from Japan in their entirety.
Certain Welded Large Diameter Line Pipe from Mexico, Inv. No. 731-TA-920 (Final), USITC Pub. 3487 (Feb.
2002) at 3-4.

% See Original Views at 6-9.

% See Origina Views at 8-10.

% Original Views at 9.

" See ASP Domestic Interested Parties Prehearing Brief at 3, 34-39. Domestic interested parties U.S. Steel and
Camp-Hill did not address the issue of domestic like product.

6



SAW CWLDLP, or three domestic like products, ERW, LSAW, and HSAW CWLDLP.2 These
positions were all presented in a summary fashion, however, and no respondent interested party addressed
the like product issue in their subsequent briefs or hearing testimony.

We find that the record of these reviews contains no information that would lead us to change our
definition of the domestic like product. In fact, the growing market acceptance and recent initiation of
domestic production of HSAW line pipe, which shares many attributes with ERW line pipe, lends
additional support to our original finding of asingle like product, as is evident from the following
anaysis.

Physical characteristics and uses. Domestic producers, importers, and purchasers of CWLDLP
reported that ERW and SAW line pipe possess overlapping physical characteristics.”® Both types of
CWLDLP are produced from high-strength low-alloy steels, are manufactured to the requirements of AP
specification 5L, and are offered in outside diameters (“O.D.”) that substantially overlap.*

Manufacturing facilities, production processes, and production employees. According to both
U.S. producers and importers, ERW, LSAW, and HSAW line pipe are produced on different production
equipment® and no domestic producer produces more than one type of line pipe in the same facility with
the same employees.*

Interchangeability: U.S. producers, importers, and purchasers report that ERW and SAW line
pipe, including HSAW and LSAW, are largely interchangeable when they overlap in size and pressure
ranges.®

Customer and Producer Perceptions. Customers and producers perceive ERW and SAW line
pipes as sharing similar sales and marketing practices in the U.S. market.>*

Channels of Distribution: U.S. producers and importers reported that channels of distribution are
the same for ERW and SAW line pipe.*® Over the period examined in these reviews (“POR”), ERW

% See Japanese | nterested Parties Response to the Notice of Institution at 13-14; Procarsa Response to the Notice
of Ingtitution at 6-7; Tuberia Laguna Response to the Notice of Ingtitution at 6-7 (each asserting that the Commission
should define ERW and SAW CWLDLP as separate like products); see al'so Tubacero Response to the Notice of
Ingtitution at 7-8 (asserting that the Commission should define ERW, LSAW, and HSAW CWLDLP as separate like
products).

®CRat1-30; PR at 1-23.

® CRat1-31; PR at 1-23. ERW line pipe and LSAW line pipe differ in that ERW line pipe is produced from steel
coil and is used in less demanding applications, such as on-shore or shallow off-shore pipelines, while LSAW line
pipe is produced from cut-to-length plate and is used in more demanding applications, such as degpwater pipelines.
1d. However, HSAW line pipe, like ERW line pipe, is produced from steel coils and is used in less demanding
applicationsthan LSAW line pipe. CR at 1-31-32; PR at |-23.

# CRatl-31; PRat 1-23.
¥ CRat1-20; PR at I-15.
¥ CRat1-32; PR at |-24.

¥ CRat 1-33; PR at I-24. On the other hand, customers and producers perceive ERW line pipe to be more readily
available and cheaper than SAW line pipe and perceive SAW line pipe to be more reliable than ERW line pipe. CR
at 1-34; PR at 1-25. Customers and producers’ perceptions of ERW line pipe and HSAW line pipe are similar,
however, in that both types of line pipe are perceived as less reliable than LSAW line pipe, and therefore unsuitable
for more demanding applications. 1d.

®CRat1-34; PR at I-25.



and LSAW line pipe were sold to end users and distributorsin similar proportions.*® Domestic producer
HSAW CWLDLP sales only began in 2007, and *** 3"

Price: Historically, SAW line pipe tended to command higher prices than ERW line pipe, dueto
the higher cost of cut-to-length plate relative to hot-rolled coil and the more costly LSAW production
process.® Prices for the two types of products have converged during periods of strong hot-rolled coil
demand, however, and in the most demanding applications, ERW line pipe can cost more than SAW line
pipe.*

Conclusion: ERW, LSAW, and HSAW line pipe share similar physical characteristics and end
uses, amoderate degree of interchangeability, and similar channels of distribution, possess both
similarities and differences in terms of customer and producer perceptions and price, and differ in terms
of their manufacturing facilities, production processes, and production employees. On balance, we
conclude that ERW and SAW line pipe, including both LSAW and HSAW, exist on a continuum of
CWLDLP products with no clear dividing lines.*® We therefore define the domestic like product as all
CWLDLP, coextensive with the scope of the antidumping duty orders under review.

D. Domestic Industry

In the original investigations, the Commission defined the domestic industry as all domestic
producers of CWLDLP.** In these reviews, no interested party addressed the definition of the domestic
industry. We find that the record of these reviews contains no new information that would warrant
reconsideration of our domestic industry definition from the original investigations. Asin the original
investigations, there are no related party issues.*? We therefore define the domestic industry to include all
domestic producers of CWLDLP: ASP, Berg, Camp-Hill/U.S. Steel, Dura-Bond, OSM, SAW Pipes, and
Stupp.*®

¥ CRat 1-34; PR at 1-25; CR/PR at Table I-6.
¥ CR at 1-35; PR at 1-25; CR/PR at Table I-6.
¥ CR at 1-35-36; PR at 1-26; CR/PR at Table|-7.
¥ CR at 1-35-36; PR at 1-26; CR/PR at Table|-7.

“0\We also note that the record contains limited information on domestic HSAW line pipe production because
there were no domestic shipments of HSAW line pipe before 2007. CR at I-35; PR at 1-25.

“ Original Viewsat 10. The Commission also noted that there were no related party issues in the investigations.
Id. at 10 n.53.

“2SeeCRat 111-23; PR at 111-12.

“ CR/PR at Table 1-8. During the POR, CWLDLP was produced for U.S. Steel under atoll processing
agreement with Camp-Hill. Seeid. at Table1-8 & n.1.



[I. CUMULATION*
A. Framework
Section 752(a) of the Act provides that:

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

Cumulation is therefore discretionary in five-year reviews, unlike original investigations, which are
governed by section 771(7)(G)(1) of the Act.*® Because of the prospective nature of five-year reviews and
the Commission’ s discretion with respect to cumulation, we consider significant conditions of
competition that are likely to prevail with respect to each subject country if the orders under review are
terminated.*’ %

The Commission may exercise its discretion to cumulate, however, only if the reviews are
initiated on the same day and the Commission determines that the subject imports are likely to compete
with each other and the domestic like product in the U.S. market. The Commission generaly has

44 Chairman Pearson and Commissioner Okun note that while they consider the same issues discussed in this
section in determining whether to exercise their discretion to cumulate the subject imports, their analytical
framework begins with whether imports from the subject countries are likely to face similar conditions of
competition. For those subject imports that are likely to compete under similar conditions of competition, they next
proceed to consider whether those imports are likely to compete with each other and with the domestic like product.
Finally, if based on that analysis they intend to exercise their discretion to cumulate one or more subject countries,
they analyze whether they are precluded from cumulating such imports because the imports from one or more
subject countries, assessed individually, are likely to have no discernible adverse impact on the domestic industry.
See Stainless Steel Bar from Brazil, India, Japan, and Spain, Inv. Nos. 731-TA-678, 679, 681, and 682 (Second
Review), USITC Pub. 3895 (Dec. 2006) (Additional and Dissenting Views of Chairman Daniel R. Pearson and
Commissioner Deanna Tanner Okun). Because, as explained in section 111.D., Chairman Pearson and Commissioner
Okun have found that subject imports from Japan and Mexico are likely to compete under different conditions of
competition in the U.S. market, they do not reach the issues of no discernible adverse impact and likely reasonable
overlap of competition. Hence, they do not join sections I11.B. or I11.C. of this opinion.

%19 U.S.C. § 1675a(a)(7).
19 U.S.C. § 1677(7)(G)(1).

47 See, e.q., Allegheny Ludlum Corp. v. United States, Slip Op. 06-188 at 17 (Ct. Int'l Trade Dec. 22, 2006)
(recognizing the wide latitude the Commission has in selecting the type of factorsit considers relevant in deciding
whether to exercise discretion to cumulate subject imports in five-year reviews).

48 Commissioner Pinkert does not join in this sentence or the discussion in section 111.D. Where, in afive-year
review, he does not find that the subject imports are likely to have no discernible adverse impact on the domestic
industry and finds that such imports would be likely to compete with each other and with the domestic like product
in the U.S. market, he cumulates such imports unless there is a condition or propensity — not merely atrend —that is
likely to persist for areasonably foreseeable time and that significantly limits competition such that cumulation is not
warranted. In this case, because he finds that imports from Mexico are likely to have no discernible adverse impact
on the domestic industry, it is unnecessary for him to make any additional findings with respect to cumulation.
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considered four factors intended to provide aframework for determining whether the imports compete
with each other and with the domestic like product.”® Only a “reasonable overlap” of competition is
required.® In five-year reviews, the relevant inquiry is whether there likely would be competition after
revocation of the orders, even if none currently exists. The statute precludes cumulation if the
Commission finds that subject imports from a country are likely to have no discernible adverse impact on
the domestic industry.® We note that neither the statute nor the Uruguay Round Agreements Act
("URAA”) Statement of Administrative Action (“SAA™) provides specific guidance on what factors the
Commission isto consider in determining that imports “are likely to have no discernible adverse impact”
on the domestic industry.® With respect to this provision, the Commission generally considers the likely
volume of the subject imports and the likely impact of those imports on the domestic industry within a
reasonably foreseeable time if the orders are revoked.

In these reviews, the statutory requirement for cumulation that all reviews be initiated on the
same day is satisfied, as Commerce initiated both reviews on November 1, 2006.%

B. Likely Discernible Adver se | mpact

We do not find that revocation of either of the individual antidumping duty orders on CWLDLP
from Japan and Mexico would likely have no discernible adverse impact on the domestic industry.>* With
respect to Japan, we note that subject imports from Japan were present in the U.S. market throughout the
period of review,® indicating that Japanese CWLDL P producers have the interest and ability to export
CWLDLPto the U.S. market. We also hote that the Japanese CWLDLP industry is highly export-
oriented, possesses the ability to increase production from the levels prevailing at the end of the POR, and

49 The four factors generally considered by the Commission in assessing whether imports compete with each
other and with the domestic like product are: (1) the degree of fungibility between the imports from different
countries and between imports and the domestic like product, including consideration of specific customer
requirements and other quality related questions; (2) the presence of sales or offersto sell in the same geographic
markets of imports from different countries and the domestic like product; (3) the existence of common or similar
channels of distribution for imports from different countries and the domestic like product; and (4) whether the
imports are simultaneously present in the market. See Certain Cast-I1ron Pipe Fittings from Brazil, the Republic of
Korea, and Taiwan, Inv. Nos. 731-TA-278-280 (Final), USITC Pub. 1845 (May 1986), aff'd, Fundicao Tupy, SA. v.
United States, 678 F. Supp. 898 (Ct. Int’| Trade 1988), aff'd, 859 F.2d 915 (Fed. Cir. 1988); Mukand Ltd. v. United
States, 937 F. Supp. 910, 915 (Ct. Int’'| Trade 1996).

% See Mukand, 937 F. Supp. at 916; Wieland Werke, AG v. United States, 718 F. Supp. 50, 52 (Ct. Int’'| Trade
1989) (“Completely overlapping markets are not required.”); United States Steel Group, 873 F. Supp. at 685. We
note, however, that there have been investigations where the Commission has found an insufficient overlap in
competition and has declined to cumulate subject imports. See, e.q., Live Cattle from Canada and Mexico, Inv. Nos.
701-TA-386 (Prelim.) and 731-TA-812-813 (Prelim.), USITC Pub. 3155 at 15 (Feb. 1999), aff’d, Ranchers-
Cattlemen Action Legal Foundation v. United States, 74 F. Supp. 2d 1353 (Ct. Int’l Trade 1999); Static Random
Access Memory Semiconductors from the Republic of Koreaand Taiwan, Inv. Nos. 731-TA-761-762 (Fina),
USITC Pub. 3098 at 13-15 (Apr. 1998).

5119 U.S.C. § 1675a(a)(7).
%2 SAA, H.R. Rep. No. 103-316, vol. | (1994).
%3 Notice of Initiation of Five-year (“Sunset”) Reviews, 71 Fed. Reg. 64242 (November 1, 2006).

% Commissioner Pinkert finds that revocation of the antidumping duty orders on CWLDLP from Mexico would
likely have no discernible adverse impact on the domestic industry and thus does not join the discussion of imports
from Mexico in this section. See Concurring Views of Commissioner Dean A. Pinkert Regarding Cumulation.

* CR/PR at Table C-1.

10



experienced declining exports to several major third-country markets over the POR, particularly in Asia.>®
Given the ability and incentive for Japanese producers to increase subject import volume from Japan, and
the bidding behavior of Japanese producersin the U.S. project market during the original period of
investigation,> we do not find that revocation of the antidumping duty order on Japan would have no
discernible adverse impact on the domestic industry.

We find that some increase in Mexican producers exportsto the U.S. market islikely upon
revocation of the order. In thisregard, we note that Mexican producers shipped a not insubstantial
quantity of CWLDLP in the U.S. market before imposition of the order, including 31,570 short tonsin
1999, developed few significant third-country export markets over the POR, and indicated their intention
to reenter the U.S. market if the order is revoked.® The Mexican producers’ return to the U.S. market
would be facilitated by their proximity to the United States, and the presence of amajor U.S. purchaser in
Mexico.*® Given the likelihood of some increase in subject import volume from Mexico, we do not find
that revocation of the antidumping order on Mexico would have no discernible adverse impact on the
domestic industry.

C. Likely Reasonable Overlap of Competition®

The Commission generally has considered whether subject imports compete with each other and
with the domestic like products with reference to four factors: (1) fungibility; (2) sales or offersin the
same geographic markets; (3) common or similar channels of distribution; and (4) simultaneous
presence.®* Based on these four factors, in the original investigations, the Commission found a reasonable
overlap of competition between subject imports and the domestic like product, and analyzed subject
imports on a cumulated basis.®

In these reviews, the record reflects the same moderate to high degree of fungibility among
subject imports from Japan and Mexico, respectively, and the domestic like product. Domestic producers
and importers reported disaggregated shipment data indicating that shipments of subject imports from
Japan and the domestic like product overlapped significantly in terms of grade, size, and wall thickness

*® CR/PR at Table IV-15; CR at 1V-31; PR at 1V-20.

% See, e.0., CR at V-12, 27; PR at V-11-12 (underbidding by suppliers of Japanese CWLDLP at the time of the
original investigations).

% CR/PR at Tables |-1, 1V-24; Mexican Respondent Interested Parties Prehearing Brief at 6-7; Hearing Tr. at 324
(Winton).

¥ CR at V-3; PR at V-1 (transportation costs accounted for only 2.2 percent of the total cost of U.S. imports of
CWLDLP from Mexico in 2006); Hearing Tr. at 308 (Fisher) (stating that El Paso, a major U.S. purchaser of
CWLDLP, has an office in Mexico City through which CWLDLP purchases are made).

€ Because he finds that revocation of the antidumping duty order on imports from Mexico would likely have no
discernible adverse impact on the domestic industry, Commissioner Pinkert does not cumulate imports from Japan
and Mexico on that basis and does not join this section of the opinion.

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

62 See Original Viewsat 11-13.
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over the POR.®® Consistent with these data, all domestic producers, amajority of importers, and a
majority of purchasers reported that domestic CWLDLPis"“aways’ or “frequently” interchangeable with
subject imports from Japan and Mexico, respectively, and that subject imports from Japan and Mexico are
“always’ or “frequently” interchangeable with each other.%* Purchasers reported that subject imports
from Japan and Mexico, and imports from both subject countries and the domestic like product, are
generally comparable according to awide range of factors relevant to their purchasing decisions, though
few purchasers responded to this question.®® All domestic producers reported that differences other than
price are “sometimes’ or “never” important when customers choose between the domestic like product
and subject imports from Japan and Mexico, or between subject imports from Japan and Mexico.®
Importers, however, were evenly divided on the importance of differences other than price when
customers choose between the domestic like product and subject imports from Japan and Mexico, and a
majority reported that such differences are “aways’ or “frequently” important when customers choose
between subject imports from Japan and Mexico.®” Nevertheless, most record information supports the
Commission’s original finding of a moderate to high degree of fungibility between CWLDLP from all
three sources, even under the effects of the orders.

The record also indicates substantial overlap during the POR between subject imports from Japan
and Mexico, and between imports from each subject country and the domestic like product, in terms of
geographic markets, channels of distribution, and simultaneous presence. Subject imports from Japan and
Mexico entered the U.S. market through the same regions over the POR.®® Subject imports from Japan
were shipped primarily to customersin the Central Southwest, while shipments of the domestic like
product were made throughout the United States, including the Central Southwest.*® Domestic producers
and importers of CWLDLP reported selling CWLDLP to both end users and distributorsin 2006.° Line
pipe imports from Japan entered the United States during every month of the POR, while subject imports
from Mexico were imported during a portion of each year of the POR, ranging from three to nine
months.”™ For these reasons, we find that there would likely be a reasonable overlap of competition

® See CR/PR at Tables 1V-7-9. Data regarding the limited volume of subject imports from Mexico were not
provided.

®# CRat1l1-17; PR at 11-12; CR/PR at Table 11-5.

® CR/PR at Table I1-8. Three purchasers compared subject imports from Japan with the domestic like product,
two purchasers compared subject imports from Mexico with the domestic like product, and one purchaser compared
subject imports from Japan and Mexico. |d.

% CR/PR at Table11-6.

® CR/PR at Table 11-6. Specifically, four importers reported that differences other than price are “frequently”
important when customers choose between subject imports from Japan and the domestic like product, two reported
that such differences are “sometimes’ important, and three reported that such differences are “never” important. 1d.
With respect to customers choosing between subject imports from Mexico and the domestic like product, two
importers reported that such differences are “aways’ important, two reported that such differences are “frequently”
important, three reported that such differences are “sometimes” important, and one reported that such differences are
“never” important. 1d.

% CR/PR at TablesV-10, 11.
¥ CRatIV-18,V-4; PRat IV-12-13, V-3-4.
®CRatll-1; PRat I1-1.

™ CR/PR at Table 1V-12. The magnitude of subject imports from Mexico differed greatly across monthsin which
they were present in the U.S. market. Id. Though subject imports from Mexico declined to zero over the POR, the
degree of competitive overlap between subject imports from Mexico, on the one hand, and subject imports from
Japan and the domestic like product, on the other, would likely increase were the orders to be revoked. Any increase
in subject imports from Mexico after revocation would likely occur through the same ports of entry and channels of
(continued...)

12



between subject imports and the domestic like product, as well as between subject imports from Japan and
Mexico, were the orders to be revoked.

D. Other Factors™? "

We have determined to exercise our discretion not to cumulate subject imports from Japan and
Mexico in these reviews because we find that subject producers in Japan and Mexico would not be likely
to compete under similar conditions of competition in the U.S. market. There are four particular areasin
which we believe conditions of competition facing subject producers will likely diverge.

First, although there is a moderate to high degree of fungibility between CWLDLP products with
the same specifications made by Mexican, Japanese, or domestic producers, Mexican producers generally
produce and sell adifferent range of CWLDLP products than U.S. and Japanese producers. Since 2003,
the Mexican industry has produced negligible quantities of CWLDLP of grades X-70 or above, while the
Japanese and domestic industries have produced substantial quantities of these grades. While Mexican
producers shipped *** of CWLDLP in grades X-70 or greater in 2006,” or less than *** percent of
Mexican producer shipments, such grades accounted for *** percent of domestic producer shipments and
*** percent of Japanese producer shipmentsin that year.” The Mexican producers’ inability to supply
significant quantities of CWLDLP in grades X-70 and above would likely limit severely their ability to
compete with domestic and Japanese producersin the U.S. market, given the increasing importance of
high-grade products in the U.S. market. The percentage of CWLDLP ordered by U.S. purchasers
consisting of grades X-70 and above increased from 48.4 percent for 2007 deliveries to 62.3 percent for
2008 deliveries.”® In short, while the Japanese and domestic industries have produced the full range of
products demanded in the U.S. market, the Mexican industry has not, and shows no propensity to do so in
the reasonably foreseeable future.

Second, the subject Japanese industry is highly export-oriented, with arelatively low level of
home market shipments, whereas the subject Mexican industry is focused on its home market, with a
relatively low level of export shipments. In 2006, Japanese producers exported 98.4 percent of their total
shipments and made only 1.5 percent of their total shipments within Japan.”” Conversely, in 2006,
Mexican producers made *** percent of their total shipments within Mexico and exported only ***

™ (...continued)
distribution as those found in the reviews and the original investigations, and would likely serve the same geographic
markets. Compare CR at 11-1; PR at |1-1; CR/PR at Table 1VV-11 with Original Views Staff Report at 1-15, 1V-12.

2 Commissioner Lane does not join in this analysis of other considerations. Where, in areview, she finds that no
discernible adverse impact is not likely for the countriesin question and that the subject imports from those countries
are likely to compete with each other and with the domestic like product in the U.S. market, she cumulates such
imports unless there is a propensity limiting likely competition significantly such that cumulation is not warranted.
Here, shefindsthereis no such propensity. CWLDLP is an essentialy fungible product regardless of some
differencesin the range of products, and the industries in Japan and Mexico both have excess capacity which could
be used to increase imports to the United States. Therefore, Commissioner Lane determines to exercise her discretion
to cumulate the subject imports.

® Commissioner Pinkert does not join this section of the opinion.
" CR/PR at Table IV-26.
® CR/PR at Tables V-7, 18. These figures are for all commercial shipmentsto all markets.

® CR/PR at Table 11-2. As noted above, however, subject imports from Mexico in grades below X-70 are
generally fungible with subject imports from Japan and domestic shipments for the same specifications.

" CRIPR at Table IV-15.
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percent of their total shipments.” Thus, even though Japanese and Mexican producers have expressed
interest in the U.S. market, Mexican producers are less likely to pursue export opportunities aggressively.

Third, the subject Japanese and Mexican industries exhibited divergent capacity trends over the
POR. Japanese producers made no physical changesto their CWLDLP production capacity over the
POR.” By contrast, in 2002, Mexico's *** producer and exporter to the United States over the original
investigation period, Productora Mexicana de Tuberia (“PMT”), ceased production and shipped its
equipment to Saudi Arabia, while other Mexican firms did not expand capacity.® Thus, the Mexican
industry’s capacity contracted significantly over the POR, unlike the Japanese industry’ s capacity, again
reducing the need for Mexican producers to aggressively pursue export opportunitiesin the U.S. market.

Finally, Japanese producers maintained a presence in the U.S. market throughout the POR, while
subject imports from Mexico declined to zero over the period.®* All three subject Japanese producers
possess affiliated importers in the United States through which they sell CWLDLP, enhancing their
ability to serve the U.S. market.®? That Japanese producers continued to supply customersin the U.S.
market through the end of the POR, and ship their products through related U.S. importers, indicates that
Japanese producers would likely be better positioned than Mexican producers to rapidly increase salesin
the U.S. market if the orders were revoked.®

In light of these differencesin conditions of competition likely to face Japanese and Mexican
producers upon revocation, we decline to exercise our discretion to cumulate subject imports from Japan
and Mexico in these reviews.

V. LEGAL STANDARDSIN A FIVE-YEAR REVIEW

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

® CR/IPR at Table IV-24.
®See CR at 1V-26-27; PR at IV-17.
8 CRat 1V-39; PR at IV-25-26.

8 See CR/PR at Table C-1. Subject import volume from Japan declined from 29,795 short tons in 2001 to 3,376
short tonsin 2003, increased to 25,232 short tons in 2005, then declined to 13,198 short tons in 2006, and was 7,356
short tonsin the first half of 2007 compared with 10,483 short tons in the first half of 2006. 1d. Subject import
volume from Mexico declined from 13,265 short tons in 2001 to 6,245 short tons in 2002, increased to 8,302 short
tons in 2003, declined to 35 short tonsin 2005, increased to 125 short tons in 2006, and then was zero in the first
half of 2007 compared with 101 short tonsin the first half of 2006. 1d.

8 CRat I1-42; PR at 1-30.
8 CRat 1-42; PR at 1-30; Hearing Tr. at 315 (Miki) (JFE uses affiliated trading company as “supply chain
manager” in United States, but mill decides whereto sell CWLDLP), 317 (Paul) (Japanese mills better positioned to

offer requisite quality CWLDLP, as no Mexican mills qualified at present time), 317 (Fisher) (Japanese mills better
positioned to supply heeded CWLDLP over 24" in outside diameter, as only one Mexican mill can produce such

pipe).
819 U.S.C. § 1675a(a).
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effects on volumes and prices of imports.”® Thus, the likelihood standard is prospective in nature.®® The
U.S. Court of International Trade has found that “likely,” as used in the sunset review provisions of the
Act, means “probable,” and the Commission applies that standard in five-year reviews.®” & 8

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

Although the standard in afive-year review is not the same as the standard applied in an original
antidumping duty investigation, it contains some of the same fundamental elements. The statute provides
that the Commission isto “consider the likely volume, price effect, and impact of imports of the subject
merchandise on the industry if the orders are revoked or the suspended investigation is terminated.”®? It
directs the Commission to take into account its prior injury determination, whether any improvement in
the state of the industry is related to the order or the suspension agreement under review, whether the

% SAA, H.R. Rep. No. 103-316, vol. |, at 883-84 (1994). The SAA states that “[t]he likelihood of injury standard
applies regardless of the nature of the Commission’s original determination (material injury, threat of material injury,
or material retardation of an industry). Likewise, the standard applies to suspended investigations that were never
completed.” SAA at 883.

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

8 See NMB Singapore Ltd. v. United States, 288 F. Supp. 2d 1306, 1352 (Ct. Int’'| Trade 2003) (“‘likely’ means
probable within the context of 19 U.S.C. § 1675(c) and 19 U.S.C. § 1675a(Q)”), aff’ d without opinion, 05-1019 (Fed.
Cir. August 3, 2005); Nippon Steel Corp. v. United States, Slip Op. 02-153 at 7-8 (Ct. Int’'| Trade Dec. 24, 2002)
(same); Usinor Industeel, S.A. v. United States, Slip Op. 02-152 at 4 n.3 & 5-6 n.6 (Ct. Int’'| Trade Dec. 20, 2002)
(“more likely than not” standard is “ consistent with the court’s opinion”; “the court has not interpreted ‘ likely’ to
imply any particular degree of ‘certainty’”); Indorama Chemicals (Thailand) Ltd. v. United States, Slip Op. 02-105
at 20 (Ct. Int’l Trade Sept. 4, 2002) (“standard is based on alikelihood of continuation or recurrence of injury, not a
certainty”); Usinor v. United States, Slip Op. 02-70 at 43-44 (Ct. Int’| Trade July 19, 2002) (“‘likely’ is tantamount
to ‘probable,’ not merely ‘possible’”).

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

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

%19 U.S.C. § 1675a(2)(5).

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

219 U.S.C. § 1675a(a)(1).
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industry is vulnerable to material injury if the orders are revoked or the suspension agreement is
terminated, and any findings by Commerce regarding duty absorption pursuant to 19 U.S.C.
§ 1675(a)(4).2

In evaluating the likely volume of subject imports were the orders to be revoked, the Commission
is directed to consider whether the likely volume of imports would be significant either in absolute terms
or relative to production or consumption in the United States.** In doing so, the Commission must
consider “all relevant economic factors,” including four enumerated factors. (1) any likely increasein
production capacity or existing unused production capacity in the exporting country; (2) existing
inventories of the subject merchandise, or likely increases in inventories; (3) the existence of barriersto
the importation of the subject merchandise into countries other than the United States; and (4) the
potential for product shifting if production facilities in the foreign country, which can be used to produce
the subject merchandise, are currently being used to produce other products.®®

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

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

%19 U.S.C. 8 1675a(a)(1). There have been no duty absorption findings by Commerce with respect to the orders
under review. See Final Review Results, supra.

%19 U.S.C. § 1675a(3)(2).
% 19 U.S.C. § 1675a(a)(2)(A-D).
%19 U.S.C. § 1675a(3)(3).
19 U.S.C. § 1675a(a)(4).
%19 U.S.C. § 1675a(a)(4).

% The SAA states that in assessing whether the domestic industry is vulnerable to injury if the order is revoked,
the Commission “considers, in addition to imports, other factors that may be contributing to overal injury. While
these factors, in some cases, may account for the injury to the domestic industry, they may also demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” SAA at
885.
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V. CONDITIONSOF COMPETITION AND THE BUSINESSCYCLE

In evaluating the likely impact of the subject imports on the domestic industry, the statute directs
the Commission to consider al relevant economic factors “within the context of the business cycle and
conditions of competition that are distinctive to the affected industry.”'®

In the original investigations, the Commission addressed several conditions of competition
relevant to itsanalysis. The Commission found that CWLDLP is purchased by end usersfor usein
pipeline projects and by distributors who resell the pipe to customers for use in the repair and
maintenance of existing pipelines as well as for structural applications.’® The Commission noted that
each of these two market segments possesses distinctive characteristics. With respect to pipeline projects,
oil and gas transmission companies formulate atechnical plan, invite bids from qualified manufacturers,
and select one or more suppliers based on compliance with technical specifications, price, and ability to
meet project deadlines, with CWLDLP deliveries occurring six to twelve months later.'® By contrast,
CWLDLP salesto distributors typically involve spot sales.'®

The Commission found that demand for CWL DL P depends upon oil and gas prices and activity
in the energy sector, because most CWLDLP is primarily used in the transmission of oil and gas.**
CWLDLP demand in the U.S. market fell sharply between 1998 and 2000, the Commission found, due to
the completion of the major Alliance pipeline project in early 1999 and the consolidation of CWLDLP
end users over the period.’®® It also noted that similar declinesin CWLDLP demand occurred globally.'%
The Commission found that domestic producers were the largest suppliers of CWLDLP over the period
examined, although their market share declined significantly in 2000.*” Non-subject imports were also
an important source of CWLDLP over the period.'®

In these reviews, we find the following conditions of competition relevant to our determinations.

A. Demand Conditions

CWLDLP issold into two market segments. the maintenance and repair market and the project
market.'® Domestic producers service the maintenance and repair market through distributors, which
inventory and supply CWLDLP to end users for the repair and maintenance of existing oil and gas
pipelines.™® Domestic producers service the project market by selling CWLDLP directly to end users (oil
and gas transmission companies) for the construction of new pipeline projects.*** The record indicates

1 19 U.S.C. § 1675a(a)(4).
101 Original Views at 14.

102 Original Views at 14.

1% Original Views at 14.

104 Original Views at 15.

195 Original Views at 15.

1% Original Views at 15.

7 Original Views at 15.

1% QOriginal Views at 15.
®CRatll-1; PR at I1-1.
" CRat1-28, 11-1; PR at 1-20, 11-1.
111 |d
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that CWLDLP demand in the project market is typically more volatile than demand in the repair and
maintenance market.™?

Although CWLDLP demand in the repair and maintenance market fluctuated within a narrow
band over the POR, the project market collapsed between 2001 and 2003, resulting in a*** percent
declinein apparent U.S. consumption of CWLDLP, from *** short tonsin 2001 to *** short tonsin
2003.™2 This precipitous decline in CWLDL P demand was caused by the financial collapse of Enron
(once the nation’ s largest pipeline owner and CWLDLP purchaser) and the subsequent liquidation of its
existing pipelines, which placed financia stress on remaining pipeline operators, along with general
declinesin the U.S. economy following the events of September 11, 2001.*** Apparent U.S. consumption
of CWLDLP remained depressed through 2005, when it stood at *** short tons, but recovered in 2006 to
*** ghort tons and continued to strengthen when the interim periods are compared, from *** short tonsin
the first half of 2006 to *** short tonsin the first half of 2007."> Domestic producers, importers, and
purchasers reported that CWLDLP demand improved towards the end of the POR as increasing oil and
gas prices spurred the planning and construction of |arge-scale pipeline projects.*

We find that CWLDLP demand islikely to continue to rise in 2008 and remain strong in 20009.
We base this finding primarily on the Energy Information Agency’s (“EIA”) projection that natural gas
pipeline construction will increase from 1,512 miles in 2006 to 2,696 milesin 2007 and 3,982 milesin
2008, before declining to 2,920 milesin 2009, alevel till above that in 2006 and 2007.**" We find these
data particularly probative because CWLDLP market participants rely on information provided by the
EIA, afedera agency created by Congressin 1977 to be the nation’ s “ premier source of unbiased energy
data,” and because CWLDLP demand in the project market is derived primarily from natural gas pipeline
construction.*® Although the domestic interested parties question the reliability of these EIA
projections,'™® they conceded at the hearing that demand will remain strong in 2008 and have not argued

12 Sep eq., CRat 11-1-2; PR at 11-1-2.

3 CRat I1-2; PR at 11-1; CR/PR at Table I-10.

114 See Hearing Tr. at 29-30 (Delie), 81 (Schagrin); CR at 111-10; PR at 111-7-8.
15 CR/PR at Table -10.

U8 CRat 11-8; PR at I1-5; CR/PR at Figure |1-1; see also Hearing Tr. at 32-33 (Lawrence), 62, 74-75 (Deli€), 180-
82 (Santa).

17 CR/PR at Table1-1. These EIA projections are consistent with applications filed with the Federal Energy
Regulatory Commission (“FERC") for permission to construct natural gas pipelines over the 2007-09 period, given
that applicants have historically constructed around 70 percent of the pipeline mileage for which applications were
filed. CRat 11-12-13; PR at 11-8; CR/PR at Table |V-32; see also Japanese Respondent Interested Parties Responses
to Commissioner Questionsat 17. The EIA projections are also consistent with a report issued by the Congressional
Research Service on November 2, 2006 titled “ Alaska Natural Gas Pipelines: Interaction of the Natural Gas and
Steel Markets,” which projects strong CWLDL P demand through 2009-10. See INGAA Prehearing Brief at Exhibit
8.

118 See Japanese Respondent Interested Parties Responses to Commissioner Questions at 8 (quoting from the EIA
website, “Quick Facts about the Energy Information Administration,” http://www.eia.doe.gov/neic/aboutEIA/
quickfacts.html) (“*EIA’s data and analysis are widely used by Federal and state agencies, industry, media,
researchers, consumers, and educators.’”). CR at 11-8; PR at |1-5. The record indicates that broad trendsin natural
gas pipeline additions generally are consistent with trends reflected in prior EIA estimates; EIA estimates have
shown no definite trend towards either overestimation or underestimation. CR/PR at Table 11-1.

119 See ASP Domestic Interested Parties Prehearing Brief at 20-21; ASP Domestic Interested Parties Posthearing
Brief at 13; Hearing Tr. at 56-57 (Blecker).
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consistently that demand will weaken significantly in 2009.”® No demand projection placed on the
record by any party forecasts a return to the weak demand conditions experienced in the 2003-2005
period.***

Global demand for CWLDLP displayed atrend similar to that of U.S. demand over the POR,
with planned and constructed pipeline mileage declining from 68,230 milesin 2003 to 52,205 milesin
2005, before recovering to 81,593 miles in 2006 and 98,232 milesin 2007.%%? Significant third-country
markets for CWLDLP, where mgjor pipeline projects were constructed or planned over the POR, include
China, Russia, and the Middle East.*?®

We note that the likely impact of global demand conditions on the U.S. market will depend in
large part on the global balance of supply and demand. Currently, public data sources indicate that
worldwide demand exceeds capacity, resulting in steadily rising prices.® Consequently, strong
CWLDLP demand has spurred the construction and planning of substantial new CWLDLP production
capacity in mgjor third-country markets, which could add up to 3.85 million short tons to global
CWLDLP production capacity through 2009.® In particular, the International Iron and Steel Institute
(“11SI”) reports that Chinese production of tubular pipe increased 145 percent between 2001 and 2005,
and the Metal Bulletin Report (“MBR”) reports that Chinese production of HSAW and DSAW products
continued to increase in 2007.'® Baosteel, China's largest steel producer, is leading a group of Chinese
producersin an effort to produce CWLDLP in grade X-120."*" Major additions to CWLDLP capacity

120 See Hearing Tr. at 76 (Delie) (“It's agood market right now . . . 2006 picked up. 2007, 2008 — 2009, | have a
lot of questions. . . I'm not sureif 2008 isthepeak . .. “), 79 (Lawrence) (“We have forecasted a reasonably stable
marketplace through 2009.”), 80 (Schagrin) (“But we think that demand in ‘07, ‘08, probably in ‘09, are going to be
pretty god.”), 82 (Delie) (“2009 I still think is a question mark. . . “), 174 (Schagrin) (“[W]ith the size of this
market, which is presently about 1.6 million tons a year, which we think will grow, you know, slowly, probably
peaking in 2008; maybe in the two or two and a quarter million mark, and then be declining . . .”); compare ASP
Domestic Interested Parties Prehearing Brief at 16-17; U.S. Steel Domestic Interested Parties Prehearing Brief at 1
(demand likely to begin weakening in 2008). Domestic producer Berg also estimated that demand would increase
*** percent between 2007 and 2008, decline dlightly in 2009, and remain steady in 2010. CR at 11-11; PR at 11-8.

2! See, e.q., Japanese Respondent I nterested Parties Prehearing Brief at 21-22, Exhibit 17 (citing the Preston
Specia Market Study and a Credit Suisse Report); ASP Domestic Interested Parties Prehearing Brief, Exhibit 2
(Jacobs Consultancy, Ten-Y ear Assessment, prepared for INGAA). Although domestic producers and respondents
disputed at length whether a number of specific pipeline projects would in fact be built within the reasonably
foreseeable future, we do not view the undisputed fact that not all announced pipeline projects go forward on time,
or ever, to be inconsistent with the record evidence that overall demand islikely to remain high through at least
2009.

22 CR/PR at Table 1V-33. Most domestic producers, importers, and purchasers reported that global demand for
CWLDLP strengthened as increasing oil and gas prices spurred the construction of new pipeline products. CR at I1-
8; PRat I1-5.

2 CR at IV-60-61; PR at 1V-34-35.
24 CR at IV-58; PR at 1V-32-33.

1% See CR at 1V-55-57; PR at 1V-31-32; ASP Domestic Interested Parties Responses to Commissioner Questions
at A-9, Exhibit 5.

%6 CR at IV-55; PR at IV-31. Several major new CWLDLP facilitiesin China are in the planning stages. See CR
at IV-57; PR at 1V-32. Consumption of CWLDLP isforecast to increase strongly in China, which currently has
45,000 miles of pipeline and is expected to construct another 25,000 miles by 2010. CR at IV-60; PR at |V-34.

2"CRat IV-56; PR at 1V-31.
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have also been made, or are planned, in the Middle East, Russia, and the Commonwealth of Independent
States (“CIS’).**®

B. Supply Conditions

Growing CWLDLP demand in the U.S. market toward the end of the POR resulted in increased
order backlogs and longer order lead times at domestic mills. Domestic producer order backlogs declined
from *** short tonsin 2001 to a period low of *** short tonsin 2004.** They increased moderately to
*** ghort tonsin 2005, and then sharply to *** short tonsin 2006.>* When the interim periods are
compared, backlogs rose from *** short tons in the first half of 2006 to *** short tonsin the first half of
2007.3' At the hearing, domestic industry witnesses testified that a six-month order backlog is
considered normal and desirable in the CWLDLP industry, while domestic producer order backlogs are
currently running from six to 12 months.*** Purchasers testifying on behalf of the respondent interested
parties disagreed, however, testifying that lead times for some orders placed with domestic producers,
normally three to nine months, have recently extended to 12 to 24 months,™* although lead times for
CWLDLPin smaller sizes (24" and under) are not aslong.’* A shortage of railcars also appearsto be
hampering the industry in meeting delivery times.*

Another condition of competition affecting, or potentially affecting, CWLDLP supply inthe U.S.
market is the recent construction and planned expansion of HSAW capacity in the United States, spurred
in part by the increasing market acceptance of HSAW CWLDLP in applications formerly reserved for
LSAW.™ OSM closed its LSAW CWLDLP mill in Napa, CA, in 2004 and replaced it with a new,
150,000-short-ton HSAW CWLDLP mill in Portland, OR, that was commissioned in 2006 and began

18 See CR at 1V-57; PR at 1V-32. POSCO and the Gulf Investment Corp. plan to construct an HSAW mill in
Oman with capacity of 250,000 short tons. Id. The Arabian Pipes Co. commissioned a new 180,000 short ton
DSAW mill in Saudi Arabiain 2006, and PSL is planning to construct a 75,000 short ton HSAW mill in the United
Arab Emirates and a 250,000 short ton HSAW mill in Oman for completion in 2008. ASP Domestic Interested
Parties Posthearing Brief at 5-6, Exhibit 5. In the CIS, 220,000 short tons of new CWLDLP capacity is planned for
Ukraine, and a new HSAW mill with 60,000 short tons of capacity recently began production in Kazakhstan. CR at
IV-57; PR at IV-32. In addition, the OJSC Kartsyzsk Pipe Plant in Ukraine was commissioned in early 2007, with a
capacity of 200,000-300,000 short tons, and two new Russian mills, with capacities of 600,000 short tons and
100,000 short tons, are scheduled for completion in 2008. ASP Domestic Interested Parties Posthearing Brief at 6
n.2, Exhibit 5.

2 CR/PR at Tablelll-5.
130 CR/PR at TablellI-5.

131 CR/PR at Table I11-5. We are cautious in eval uating these data, however, in light of inconsistent reporting by
two producers. SeeCR at 111-14 n.48; PR at I11-9 n.48.

132 Hearing Tr. at 103, 107 (Delie) (six month backlog normal), 35 (Lawrence) (OSM booked through mid-2008),
66, 98 (Noland) (ASP s order backlog currently six to eight months), 66-67 (Stupp) (Stupp can take orders for
delivery in the fourth quarter of 2007 and first quarter of 2008), 104, 108 (Norris) (Dura Pipe possesses the capacity
to take additional major orders with anormal lead time).

13 Hearing Tr. at 195 (Morse) (normal order |ead time of three to five months has stretched to 12-24 months), 201
(Gillespie) (order lead times normally of six to nine months are now up to 18 months or more).

1% Hearing Tr. at 266 (Fisher), 265-66 (Paul).
¥ CRat 11-13; PR at 111-9.
1% See CR at 1-34; PR at |1-25; see also Hearing Tr. at 61, 73-75, 89-90 (Deli€e), 89 (Lawrence).
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shipments in 2007.*" Four additional U.S. HSAW mills are planned by Berg Steel; India' s Welspun
Group; ajoint venture formed by U.S. Steel and two Korean pipe producers; and India’s PSL Ltd., for
completion in the 2008-2009 period. If completed, these four mills would have a combined capacity of
1.1 million short tons.**® Berg has reportedly broken ground on its new HSAW mill, which will have a
capacity of 180,000 short tons.™*® While the status of the other planned HSAW millsis unclear, thereis
no information on the record suggesting that any of these projects has been cancelled.**

Due to both strong demand and increasing market acceptance of HSAW CWLDLP, non-subject
import volume increased significantly toward the end of the POR. Non-subject import volume initially
declined from *** short tonsin 2001, or *** percent of apparent U.S. consumption, to *** short tonsin
2003, or *** percent of apparent U.S. consumption, but then increased steadily to 729,575 short tonsin
2006, or *** percent of apparent U.S. consumption.* Non-subject import volume also increased when
the interim periods are compared, from 262,679 short tonsin the first half of 2006, or *** percent of
apparent U.S. consumption, to 827,728 short tons in the first half of 2007, or *** percent of apparent U.S.
consumption.**? The proportion of non-subject import volume comprised of HSAW CWLDLP increased
from *** percent in 2001 to 26.8 percent in 2006, and was 42.3 percent in the first half of 2007,
compared to 23.8 percent in the first half of 2006.*4

VI. REVOCATION OF THE ORDER ON CWLDLP FROM JAPAN WOULD LIKELY LEAD
TO THE CONTINUATION OR RECURRENCE OF MATERIAL INJURY WITHIN A
REASONABLY FORESEEABLE TIME 4

A. Likely Volume of Subject Imports

In the original investigations, the Commission found that cumulated subject imports increased
significantly between 1999 and 2000, with subject import volume increasing from 173,525 short tonsin
1999, or *** percent of apparent U.S. consumption, to 200,689 short tons in 2000, or *** percent of
apparent U.S. consumption.**® Although acknowledging that subject import volume and market share had
declined between 1998 and 1999, and that absolute subject import volume in 2000 remained below 1998
levels, the Commission found the increase in subject import volume and market share in 2000 significant
because much of the increase had come at the expense of domestic shipments to distributors, which were

3" CR/PR at Tables -6, 111-1; CR at I-35; PR at 1-25.
38 CR/PR a Tablelll-1; CR at I11-3; PR at I11-3.
139 See Hearing Tr. at 121 (Delie); CR at 111-7-8; PR at 111-6.

140 See Hearing Tr. at 121 (Delie) (stating that Berg has broken ground and that there is reason to believe that
other new mills will go forward), 122 (Narkin), 122 (Stupp).

1“1 CR/PR at Table C-1.
142 CR/PR at Table C-1.
3 CR/PR at Tables C-1, 5.

144 Chairman Pearson and Commissioner Okun do not join this section of the opinion. See Dissenting Views of
Chairman Daniel R. Pearson and Commissioner Deanna Tanner Okun.

15 Commissioner Lane has exercised her discretion to cumulate subject imports from Japan and Mexico. She
joins this section but has considered the effect of cumulated subject imports, as noted, and finds that revocation of
the orders on Japan and Mexico would likely lead to a recurrence of material injury.

146 Confidential Original Views at 23-25.
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needed to compensate for the drop off in sales to end users.**’ The Commission discounted the
significance of the decline in subject import volume and market share over the interim periods, from
126,665 short tons, or *** percent of the market, to 50,588 short tons, or *** percent of the market, as
partly resulting from the filing of the petitions.**®

In these reviews, we find that the likely subject import volume from Japan would be significant,
either in absolute terms or relative to production or consumption in the United States, were the
antidumping duty order on CWLDLP from Japan to be revoked. Asaninitia matter, we note that in the
original investigation, subject import volume from Japan accounted for much of the significant increase in
cumulated subject imports between 1999 and 2000, with subject imports from Japan increasing from
141,955 short tonsin 1999, or 81.8 percent of cumulated subject imports, to 173,062 short tons in 2000,
or 86.2 percent of cumulated subject imports.**® Similarly, subject imports from Japan accounted for a
disproportionate share of the increase in cumulated subject import shipments to distributors in 2000,
which were found to be made at the expense of domestic producers.**® When the project market declined
during the original investigation period, Japanese producers demonstrated the ability to quickly increase
their penetration of the distributor market.*>

Subject imports from Japan maintained a presence in the U.S. market over the POR despite the
imposition of the antidumping duty order, indicating that Japanese producers maintain both an interest in,
and the ability to serve, U.S. customers. Subject imports from Japan declined from 29,795 short tonsin
2001, or *** percent of apparent U.S. consumption, to 3,986 short tons in 2002, or *** percent of
apparent U.S. consumption, and to 3,376 short ton in 2003, or *** percent of apparent U.S. consumption,
but then increased to 7,594 short tonsin 2004, or *** percent of apparent U.S. consumption, and to
25,232 short tons in 2005, or *** percent of apparent U.S. consumption.**® Subject imports from Japan
then declined to 13,198 short tonsin 2006, or *** percent of apparent U.S. consumption, and from 10,433
short tons in the first half of 2006, or *** percent of apparent U.S. consumption, to 7,356 short tonsin the
first half of 2007, or *** percent of apparent U.S. consumption.™ %4

Other record information confirms that Japanese producers have the ability and interest to serve
U.S. customers. All three subject Japanese producers possess affiliated importers in the United States
through which they sell CWLDLP, enhancing their ability to serve the U.S. market.’*® As mentioned
above, purchasers appearing on behalf of the respondent interested parties at the hearing testified that

147 Original Views at 16. In 1998, subject import volume was 241,691 short tons, or *** percent of apparent U.S.
consumption. Confidential Original Views at 23.

148 Confidential Original Views at 24-25.
14 CR/PR at Table I-1.

%0 Original Views, Staff Report at Table I-4. The share of U.S. shipments of subject import from Japan made to
distributors increased from 41.4 percent in 1998 to 57.4 percent in 1999 and 74.5 percent in 2000, whereas the share
of U.S. shipments of subject imports from Mexico made to distributors declined from 100 percent in 1998 to 53.1
percent in 1999 and 49.2 percent in 2000, and were of a much lower magnitude in absolute terms. Seeid.

151 See Origina Views at 16.
%2 CR/PR at Table C-1.
1% CR/PR at Table C-1.

154 Commissioner Lane notes that subject imports from Mexico continued at significant levelsin 2001 through
2003 but declined to de minimis levels in 2004 through interim 2007. Reported production capacity in Mexico
exceeded *** short tons throughout the POR. Production increased to slightly over *** short tonsin 2005 and 2006
but was significantly below *** short tons of the previous year of the POR. End-of-period inventoriesin Mexico
increased substantially over the POR, exceeding *** short tons in 2005 and 2006.

™ CRat I-42; PR at 1-30.
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Japanese producers are well positioned to satisfy their needs in terms of quality and product range, and
one indicated that Japanese producers are already qualified to serve his company.™ Indeed, subject
Japanese producers were able to maintain their relationships with certain U.S. pipeline operators over the
POR by exporting asignificant quantity of large diameter line pipe products that are excluded from the
order, ranging from alow of 50,302 short tons in 2001 to a high of 243,068 short tons in 2002.%’

The Japanese CWLDLP industry’ s capacity and production remained significant throughout the
POR. Though reporting no physical changesto their CWLDLP capacity over the POR, subject Japanese
producers reported that their capacity fluctuated considerably over the period, increasing from alow of
815,830 short tonsin 2001 to a high of 1,477,124 short tons in 2003, declining to 1,071,217 short tonsin
2005, increasing to 1,086,984 short tons in 2006, and declining between the interim periods, from
566,589 short tons in the first half of 2006 to 424,901 short tons in the first half of 2007.*® Because their
reported production fluctuated with capacity in each year of the POR, subject Japanese producers reported
capacity utilization ratesin excess of 99 percent in every year but 2001 and 2004, when their rates of
capacity utilization were 96.1 percent and 97.9 percent, respectively.’® Japanese CWLDLP production
increased from 783,746 short tons in 2001 to 1,462,527 short tons in 2003, declined to 1,063,726 short
tonsin 2005, increased slightly to 1,077,702 short tonsin 2006, and declined between the interim periods,
from 561,811 short tonsin the first half of 2006 to 422,896 short tons in the first half of 2007.16 61

We find that subject Japanese producers possess the ability to significantly increase their
production of CWLDLP above the level prevailing at the end of the POR, notwithstanding their reported
high capacity utilization rate. The Japanese CWLDLP industry’s capacity utilization rate remained high
throughout the POR not because production remained high and constant, but because reported capacity
fluctuated in tandem with production, with reported capacity and production declining toward the end of
the period. According to the Japanese interested parties, the Japanese CWLDLP industry’s reported
capacity in each year of the POR was dictated by the thickness and outside diameter of the CWLDLP
produced in that year, with capacity increasing in years in which relatively heavier CWLDLP products
were produced, with thicker walls and larger outside diameters, and declining in years in which relatively
lighter CWLDLP products were produced.'®® As support, the Japanese respondent interested parties
provided the Commission with what they described as “ snapshots’ -- a comparison of two months of
production for JFE and two months of production for SM1 when production volume was positively

1% Hearing Tr. at 317 (Paul) (Japanese mills are better positioned to offer requisite quality CWLDLP and “[t]o
date we have not been able to qualify Mexican producers to the same standard”), 317 (Fisher) (Japanese mills are
better positioned than Mexico to supply needed CWLDLP over 24" in outside diameter).

7 CR/PR at Table IV-2. Japanese producer exports of excluded CWLDLP products to the United States were
108,125 short tons in 2006, 64,094 short tons in the first half of 2006, and 20,026 short tons in the first half of 2007.
Id. Counsel to the domestic interested parties indicated at the hearing that excluded CWLDLP products are used in
pipelines, but in thicknesses and for deep sea applications not served by domestic producers. See Hearing Tr. at 90,
96 (Schagrin).

%8 CRat IV-26-27; PR at IV-17; CR/PR at Table 1V-15.
9 CR/PR at Table IV-15.
% CR/PR at Table 1V-15.

181 Commissioner Lane notes that Mexican producers, likewise, have the ability, interest, and capacity to serve the
U.S. market.

162 See Hearing Tr. at 214-15 (Y amamoto), 216-20 (Miki); Japanese Respondent Interested Parties Responses to
Commissioner Questions at 36-38.
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related to wall thickness and outside diameter.'®® This explanation is not entirely consistent with the
record of these reviews.

According to the Japanese interested parties’ explanation, the 24.6 percent decline in Japanese
CWLDLP capacity between 2004 and 2005 and the 23.5 percent decline between 2004 and 2006 should
have coincided with a decline in the proportion of Japanese shipments comprised of CWLDLP products
with thicker walls and larger outside diameters.’® Y et, the proportion of Japanese CWLDLP industry
shipments comprised of the thickest CWLDLP products (with awall thickness ranging from over 0.625"
to 1.0") increased from *** percent in 2004 to *** percent in 2005, and was *** percent in 2006,
contradicting the Japanese interested parties’ explanation.’®® Similarly, the proportion of Japanese
CWLDLP industry shipments comprised of products with the largest outside diameters (greater than 30"
to 64") declined only slightly from *** percent in 2004 to *** percent in 2005 and *** percent in 2006.%
Moreover, the proportion of shipments comprised of CWLDLP products with the largest outside diameter
range (greater than 42" to 64") increased from *** percent in 2004 to *** percent in 2005, the highest
level of the period.’” %8 We find these trends more persuasive than the isolated “ snapshots’ provided by
the Japanese respondent interested parties. Because the record does not appear to corroborate the
explanation provided by the Japanese respondent interested parties, we discount the high capacity
utilization rates reported by the Japanese CWLDLP industry that might indicate an inability to increase
production of CWLDLP.

Rather, we give more weight to other record evidence indicating that subject Japanese producers
could likely produce CWLDLP at the peak levels achieved in the 2003-2004 period, around 1.4 million
short tons annually, after revocation of the orders. We note that Japanese CWLDLP production tracked
Japanese CWLDLP exports closely over the POR because exports comprised over 99 percent of total
shipments in every year but 2006, when they accounted for 98.4 percent of total shipments.®® In this
regard, we note that the 384,825-short-ton decline in Japanese CWLDLP production between 2003 and
2006 coincided with a 299,381-short-ton decline in Japanese CWLDLP exports to China, from 302,915
short tons in 2003 to 3,534 short tons in 2006.1° We find that this decline in Japanese CWL DL P exports
to China, which was too large to be explained by changesin the thickness or outside diameter of exports
to China, significantly contributed to the decline in Japanese CWLDLP production. By extension,

183 Japanese Respondent Interested Parties Responses to Commissioner Questions at 41-43.

184 CR/PR at Table 1V-15.

165 See CR/PR at Table 1V-18.

16 See CR/PR at Table 1V-18.

167 See CR/PR at Table 1V-18. The proportion of shipments comprised of CWLDL P products with the next

largest outside diameter range, greater than 30" to 42", was *** percent in 2004, the second lowest proportion of the
period, and peaked at *** percent in 2006. 1d.

188 Commissioner Lane notes that the data on Table 1V-18 can be used to derive a weighted average diameter and
aweighted average wall thickness for each year. Assuming a midpoint diameter range of 20, 27, 36, and 53 inches
and a midpoint thickness of .375, .5625, and .8125 inches the largest average diameter and thickness (based on
weighted average shipments) occurred in 2005 when the actual tonnage of reported capacity and production declined
substantially from approximately 1.4 million tons to less than 1.1 million tons. Thus, the greatest volume of steel per
foot of pipe production occursin 2005. These data completely contradict the arguments of the Japanese respondent
interested parties.

1% CR/PR a Table IV-15.
0 CR/PR a Table 1V-15.
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Japanese CWLDLP producers likely possess the capacity to replace this volume of lost exportsto China
with asimilar volume of exports to other markets, such as the United States.*"

Trends in reported downtime for Japanese CWLDLP mills over the POR aso indicate that
Japanese CWLDLP producers possessed the capacity to significantly increase CWLDLP production at the
end of the POR. Subject Japanese producers reported that in 2005 and 2006, a*** percentage of the
working hoursin their mills were spent on maintenance, roll changes, and lunch, ranging from *** to ***
percent for JFE, *** to *** percent for SMI, and *** to *** percent for NSC.}? *** 1 According to the
domestic interested parties, CWLDLP mills can run for weeks without roll changes if working on orders
for large projects, which can entail large production runs of CWLDLP made to a particular
specification.'™® At the very least, we find that ***.

As additional support for our finding that Japanese CWLDLP producers could likely increase
their production of CWLDLP after revocation of the order, we note that two of the three Japanese
CWLDLP producers reported the ability to switch production between CWLDLP and other products at
very little cost, in response to changes in the relative price of CWLDLP and other products.'” As
Japanese production of CWLDLP declined by 344,956 short tons between 2004 and 2006, for example,
production of other products on the same equipment increased by 66,708 short tons.*® Thus, the
Japanese CWLDLP producers could increase their production of CWLDLP, if market conditions
warranted, by reducing their production of other products on the same equipment.

For these reasons, we find that the Japanese CWLDLP industry likely possesses the capacity to
increase production to the levels attained in 2003 and 2004, that is, by approximately 400,000 short tons,
or one-third higher than production in 2006.”” *"® We also note that the Japanese CWLDLP industry’s

71 The Japanese respondent interested parties contend that so-called frame agreements between subject Japanese
producers and certain major purchasers would limit their ability to serve new customers or markets. See Japanese
Respondent Interested Parties Prehearing Brief at 35-38; Japanese Respondent Interested Parties Posthearing Brief at
11. Wefind this argument unpersuasive. Subject Japanese producers have entered into frame agreements with
certain purchasers as a means of memorializing long-term customer relationships and anticipating these customers
long-range product and volume needs. See Japanese Respondent I nterested Parties Posthearing Brief at 31-33,
Exhibit 22; Hearing Tr. at 212 (Y amamoto), 216 (Miki). The contents of these agreements vary widely, with some
specifying the quantities of CWLDLP to be delivered, while others do not. See Japanese Respondent I nterested
Parties Posthearing Brief at Exhibits 24-25, 36, 39; Hearing Tr. at 247 (Miki). In general, subject Japanese
producers are not guaranteed orders from frame agreement customers, which may have frame agreements with
multiple suppliers or the right to purchase CWLDLP from other suppliers. See Japanese Respondent | nterested
Parties Prehearing Brief at 38; Japanese Respondent I nterested Parties Posthearing Brief at Exhibits 23, 25, and 36.
Nor are parties to frame agreements generally entitled to damages for violations of agreement terms. See Japanese
Respondent Interested Parties Posthearing Brief at 31-32, Exhibit 22.

172 See Japanese Respondent Interested Parties Posthearing Brief at Exhibit 27.
7% See Japanese Respondent Interested Parties Posthearing Brief at Exhibit 27.
17 ASP Domestic Interested Parties Final Comments at 2.

S CRat 1V-37; PR at IV-24.

16 CR/PR at Table 1V-21.

7 We note that the Japanese CWLDLP industry’ s ratio of inventories to shipments fluctuated between alow of
8.1 percent in 2002 and a high of 13.3 percent in the first half of 2007. CR/PR at Table IV-15. No Japanese
producer reported maintaining inventories of CWLDLP in the United States since 2001. CR at 1V-32; PR at 1V-21.

178 Commissioner Lane notes that the combined available capacity of the Japanese and Mexican producersis an
even larger number.
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ability to increase production likely increased between the interim periods, as its production declined
from 561,811 short tonsin interim 2006 to 422,896 short tons in interim 2007.17°

In addition, we find that Japanese CWLDLP producers have significant incentives to increase
their exports to the U.S. market were the order revoked, both by increasing their CWLDLP production
and by shifting exports from third-country markets to the U.S. market. Asaddressed in section V.A.
above, strong global CWLDL P demand growth has been accompanied by the construction, and planned
construction, of substantial CWLDLP capacity in major third-country CWLDLP markets, including
China, Russia, the CIS, and the Middle East. Consequently, CWLDLP demand in these areas will
increasingly be served by local CWLDLP producers, which would enjoy a substantial transportation cost
advantage over foreign suppliers and, in certain cases, preferential treatment from government-owned
pipeline companies.® In particular, as Chinese producers have aggressively expanded their CWLDLP
production, Japanese CWLDLP exports to China declined from *** short tons in 2002, when Chinawas
the largest market for Japanese CWLDLP, to *** short tons in 2006, and such exports were *** in the
first half of 2007.2¥" We aso note that Japanese CWL DL P producers did not report a significant increase
in their order backlog over the POR, despite the significant strengthening of global CWLDLP demand
toward the end of the period.*® The Japanese respondent interested parties claim that additional capacity
in major third-country markets is not a concern because Japanese CWLDLP producers concentrate on
higher-grade CWL DL P products not produced elsewhere,'® but the record indicates that a substantial
proportion of Japanese shipments over the POR (*** percent in 2006) consisted of CWLDLP in grades
X-60-69 and below.’® Thus, Japanese CWLDLP producers would likely have an incentive to increase
exports to the United States, which is among the world’s largest CWL DL P markets,*®® to compensate for
declining exports to third-country markets.*®®

1 CR/PR at Table I1V-15.

10 See CR at V-3; PR at V-1, see also Hearing Tr. at 140 (Delie) (“[ T]ransporting large diameter pipe especially
from overseas is expensive.”), 194 (Morse) (stating that the transportation cost for CWLDLP imported from
overseas can equal 15 to 35 percent of the price of the CWLDLP); ASP Domestic Interested Parties Final Comments
at 13 n.7 (noting that Chinese CWLDLP producers received a private briefing, closed to foreign suppliers, by a
Chinese-government owned pipeline company on an upcoming project).

81 CR/PR at Table 1V-15.

182 The subject Japanese mills reported that their existing order backlog increased from *** short tonsin 2001 to
*** ghort tons in 2003, declined to *** short tonsin 2004, increased to *** short tons in 2005, and declined to ***
short tonsin 2006. CR/PR at Table I1V-19. Although the subject Japanese producers’ order backlog increased over
the interim periods, from *** short tonsin the first half of 2006 to *** short tons in 2007, the fact that order
backlogs were *** higher in June of 2006 than at the end of 2006 suggests that interim data may be influenced by
seasonality.

183 See Hearing Tr. at 313-14 (Miki), 315 (Y amamoto).

18 CR/PR at Table IV-18. The percentage of Japanese producer shipments comprised of CWLDLP in grades X-
60-69 and below was *** percent in 2001, *** percent in 2002, *** percent in 2003, *** percent in 2004, ***
percent in 2005, and *** percent in 2006. 1d. The*** mgjority of Japanese CWL DL P shipments over the POR,
from*** to *** percent, werein grades X-70-79 and lower. Id. In addition, we note that Baosteel isleading a
group of steel companiesin Chinain an effort to produce CWLDLP in grade X-120. CR at 1V-56; PR at 1V-31.

18 | n 2006, North America had the highest level of constructed and planned pipeline mileage of any region in the
world, and U.S. consumption of CWLDLP represented about *** of CWLDLP consumption in North Americathat
year. See CR/PR at Tables|-10, 1V-24, 33; see also MBR, September 2007.

18 \We note that Japanese CWL DL P exports are subject to an 8 percent special tariff imposed by Russiaon
December 21, 2006, although Japanese producers claim that the tariff has had no effect on their exports to Russia.
CRat1V-32; PR at IV-21. Japanese CWLDLP exports are subject to no other trade barriers or trade actionsin third

(continued...)
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Relatively high CWLDLP pricesin the U.S. market would provide Japanese CWLDLP producers
with an additional incentive to increase their exports to the United States after revocation of the order, by
increasing their production and shifting exports from third-country markets. Data on price trends for
certain CWLDLP products in the United States and third markets indicate that U.S. prices were generally
higher than prices in other regional markets during 2006 and into 2007.*®" Pricing data submitted by the
Japanese respondent interested parties themselves, netting out transportation costs from Japan, indicate
that U.S. prices for DSAW CWLDLP in grade X-65 were significantly higher than prices in third-country
markets throughout the February 2006-June 2007 period.*®® That subject Japanese producers would likely
be interested in capitalizing on these higher pricesis clear from the fact that in 2006, *** percent of their
reported capacity was for the production of SAW pipe and *** percent of their shipments were in grades
X-60-69.'®°

In sum, we find that Japanese producers possess the market presence, the capacity, and the
incentive to significantly increase their exports to the United States, such that the likely volume of
imports would be significant both in absolute terms and relative to production or consumption in the
United States were the antidumping duty order revoked.*® 1%

B. Likely Price Effects of Subject Imports
In the original investigations, the Commission found that cumulated subject imports pervasively

undersold the domestic like product, depressing domestic prices to a significant degree.’®* As support, the
Commission noted that subject imports undersold the domestic like product in 30 of 46 quarterly

18 (,..continued)
country markets. 1d.

8 CR at IV-63; PR at 1V-36; CR/PR at Tables |V-34-36. In September 2007, for example, MBR reports that the
average F.O.B. price of DSAW CWLDLP was $*** per short ton in the United States, $*** per short ton for
Japanese exports to al markets, $*** per short ton for Chinese exports to al markets, and $*** per short ton in the
European Union. CR/PR at Table IV-35, as revised by Memorandum INV-EE-137 (September 24, 2007). We
recognize that the probative value of these price comparisonsis limited by potential differencesin product mix, but
rely on these data as available evidence of differing pricing levels. They are also consistent with the pricing data
supplied by the Japanese respondent interested parties.

188 Japanese Respondent Interested Parties Prehearing Brief at Exhibit 41.

8 CR/PR at Tables1V-14,18. The Japanese respondent interested parties claim that Japanese producers would
not be lured by higher U.S. prices for DSAW in grade X-65 because Japanese producers would have to compete
with non-subject DSAW prices on the West Coast that are lower than U.S. DSAW prices ex mill. See Japanese
Respondent Interested Parties Prehearing Brief at 40-41. Y et, the non-subject import price on the West Coast was
only one dollar lower than the Japanese export price to other markets in May 2007, the end of the period examined.
Moreover, lower non-subject import prices on the West Coast would not prevent Japanese producers from
underselling domestic producersin the U.S. market. The Japanese respondent interested parties also claim that the
new, lower-cost HSAW mills planned in the United States will make the U.S. market |ess attractive to Japanese
producers, but only one such mill has been built thus far, by OSM, and it is booked through mid-2008. See Japanese
Respondent Interested Parties Prehearing Brief at 40.

% OQur conclusion is buttressed by the fact that 14 of 23 U.S. purchasers indicated that they would likely increase
purchases of subject imports from Japan (or otherwise experience declining prices or inventory valuation) were the
antidumping order on CWLDLP from Japan revoked. See CR/PR at Appendix D.

191 Commissioner Lane finds that producers in Mexico also possess the capacity and incentive to increase their
exports to the United States and notes that the combined capacity of the Japanese and Mexican producers indicates
an even greater likelihood of increased subject imports if the orders are revoked.

%2 Original Views at 18.
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comparisons at generally significant margins.'®® It also observed that trends in the average unit values of
subject imports and the domestic like product were consistent with the trends observed in pricing product
data and that the record contained evidence of significant confirmed lost sales and revenues.***

In these reviews, we find that subject imports from Japan and the domestic like product are highly
substitutable'® and that price is an important factor in purchasing decisions.**® Purchasers ranked price as
among the three most important factors in making purchasing decisions more frequently than any other
factor, though generally as the second or third most important factor after quality and availability.™®’
Nineteen of 22 purchasers also reported that priceis a“very important” factor in their purchasing
decisions.*® When asked how often they purchase CWLDLP offered at the lowest price, sixteen of 23
purchasers reported “always’ or “usually,” and only seven reported “sometimes’ or “never.”*® All
domestic producers and a mgjority of importers reported that differences other than price between subject
imports from Japan and the domestic like product are only “sometimes’ or “never” important in their
salesof CWLDLPin the U.S. market.”®

Most CWLDLP salesin the project market were made pursuant to a standard bidding process
initiated by end users.®® At the Commission’s hearing, purchasers testified that where CWLDLP
producers bidding on a project offer an acceptable level of quality and availability, as would generally be
the case with Japanese and domestic CWL DL P producers,®® the project is awarded to the lowest
bidder.?® *** indicated in their questionnaire responses that they seek out “the lowest market price,” or
“the most competitive offer,” through the bidding process.®*

Based on the limited pricing data on the record of these reviews, we observe that Japanese
CWLDLP shipments undersold the domestic like product in 26 of 31 quarterly comparisons over the POR
at margins ranging from 2.0 to 22.8 percent.’® Due to the limited useful ness of these data,?® we place
relatively more weight on pricing data from the original investigation, in which Japanese CWLDLP
shipments undersold the domestic like product in 26 of 37 comparisons at margins ranging from 8.4

1% Original Views at 17-18.

1% Original Views at 18. The Commission noted that it was mindful of the limited utility of average unit value
(“AUV") data when analyzing a product like CWLDLP. Id.

1% See CR at 11-15; PR at 11-10; section 111.C., supra.

1% See CR at 11-15-16; PR at 11-10-11; CR/PR at Tables11-3, 6, and 7.

7 CR at 11-15-16; PR at 11-10-11; CR/PR at Table 11-3.

1% CR/PR at Table1-7.

9 CR at 11-16; PR at 11-11 (one purchaser reported “always’ and 15 reported “usually”).
20 CR/PR at Tablel1-6.

2l CRat V-6; PR at V-5.

22 See CR/PR at Table11-8.

203 Hearing Tr. at 208 (Gillespie) (“If both quality and availability are acceptable, the best valued pricing is
awarded.”), 288 (Fisher) (stating that unqualified suppliers are invited to bid on projects and, if their bids are
“attractive,” put through the qualification process after being awarded with tonnage).

204 pyrchasers Questionnaire Response of *** at Question 111-26; Purchasers Questionnaire Response of *** at
Question 1V-5.

S CRat V-12; PR a V-11; CR/PR at Table V-13.

206 \We recognize that the probative value of the pricing comparisonsin these reviews s limited by the fact that
most U.S. sales were to end users, while most subject import sales were to distributors. See Japanese Respondent
Interested Parties Prehearing Brief at 60.
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percent to 29.4 percent.?®” Thus, Japanese producers have a demonstrated track record of underselling
domestic producers to win sales, and a significant quantity of lost sales and revenues were confirmed in
the original investigation.”®

We find that Japanese CWLDLP producers would likely resume their underselling strategy from
prior to the imposition of the antidumping duty order were the order revoked. Japanese producers have
significant incentives to increase their exports to the United States, as addressed above, and their only
means of doing so is by underbidding domestic producers and non-subject foreign CWLDLP producers,
given the importance of price in the CWLDLP market and the comparability of Japanese and domestic
CWLDLP. Two importers of CWLDLP from Japan, ***, reported in their questionnaire responses that
they would seek to lower pricesto win bids for their Japanese CWLDLP suppliers.®®

We dso find that the underselling of a significant volume of subject imports from Japan, at
significant margins, would likely depress or suppress domestic CWLDLP pricesto asignificant degree.
Subject import underselling would likely depress domestic prices, as in the original investigation, because
domestic producers would have to lower their pricesin response to avoid losing bids for the same major
projects.®® In addition, domestic producers would have every incentive to avoid losing major bids to
Japanese producers, because the economics of the CWLDLP market are such that the loss of afew major
projects can have a disproportionately adverse impact on a CWLDLP producer’s financial performance.®

We note that the unit cost of goods sold (“COGS”) for domestic producer shipments increased
sharply over the POR, from $*** per short ton in 2001 to $*** per short ton in 2006, and from $*** per
short ton in the first half of 2006 to $*** per short ton in the first half of 2007.22 While we recognize
that the ratio of domestic industry COGS to sales declined from a*** of *** percent in 2003 to ***
percent in 2006, this ratio increased from *** percent in the first half of 2006 to *** percent in the first
half of 2007, and the industry’ s continued ability to withstand historically high raw material prices will
depend on its ability to maintain high and increasing prices for CWLDLP.?** Pervasive subject import
underselling that restrained necessary price increases in the bidding processes for major projects,
therefore, would likely place domestic producers in a cost-price squeeze if the order was revoked.

We consequently conclude that revocation of the order on CWLDLP from Japan would likely
result in significant adverse price effects.?*

C. Likely Impact of Subject Imports

In the original investigations, the Commission determined that the domestic industry was
materially injured by reason of subject imports. It found that the domestic industry’s condition

2" CRatV-12, 27, PR at V-11-12.
28 Original Views at 18.

29 See Importers Questionnaire Response of *** at Questions |11-B-8, 111-B-7; Importers Questionnaire Response
of *** at Question I11-B-8.

210 See Hearing Tr. at 32 (Delie) (additional bidders on major projects would force prices down), 37 (L awrence)
(Japanese would likely bid aggressively for projects of interest to OSM), 42 (Stupp) (pipeline companies would
likely use lower Japanese prices in bidding process to force domestic prices down).

21 See, e.0., Hearing Tr. at 41 (Stupp) (“In our industry, annual production levels can change in big chunks.”)
%2 CR/PR at Table C-1.
23 CR/PR at Table C-1.

214 Commissioner Lane notes that similar significant adverse price effects are likely if the orders on Japan and
Mexico are revoked.
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deteriorated between 1999 and 2000 according to virtually every indicator, with modest improvementsin
the first half of 2001 attributable to the filing of the petitions.® In considering alternative explanations
for these trends, the Commission found that declining exports were a contributing factor, but one largely
confined to the 1998-1999 period, and that non-subject imports, athough significant, had not targeted the
distributor market where domestic producers lost the most sales and were sold at relatively higher prices
than subject imports.?® Thus, the Commission concluded that subject imports were having a significant
adverse impact on the domestic industry, based on their significant volume and significant adverse price
effects.

In these reviews, we find at the outset that the domestic industry is not vulnerable to the
recurrence of material injury. Although the domestic industry did poorly throughout much of the POR
due to the Enron-related collapse in CWLDLP demand, suffering declining shipments and weak operating
margins through 2005, the domestic industry’ s performance rebounded in 2006 due to a strong recovery
in CWLDLP demand.*®

Most indicators of the domestic industry’ s performance were positive toward the end of the
POR.?® Domestic industry net sales declined from *** short tonsin 2001 to *** short tons in 2005, but
increased to *** short tons in 2006 and increased again between the interim periods, from *** short tons
in the first half of 2006 to *** short tonsin the first half of 2007.?° Domestic industry market share,
however, increased from *** percent in 2001 to *** percent in 2003 before declining to *** percent in
2005, increasing to *** percent in 2006, and then declining again from *** percent in interim 2006 to ***
percent in interim 2007.%%

The value of domestic industry shipments declined from $*** in 2001 to $*** in 2003.%2 It
remained relatively flat in 2004 and 2005, but then increased to $*** in 2006 and from $*** ininterim
2006 to $*** in interim 2007.?2 Domestic industry operating income declined from $*** in 2001, or ***
percent of sales, to an operating loss of $*** in 2003, or a negative *** percent of sales, returned to a
positive $*** in 2004, or *** percent of sales, increased to $*** in 2005, or *** percent of sales, and
then recovered to $*** in 2006, or *** percent of sales.”* Domestic industry operating income also
increased over the interim periods, from $*** in the first half of 2006 to $*** in the first half of 2007,
although operating income as a percentage of sales declined dightly from *** percent to *** percent
between the periods.?*® The domestic industry’s return on investment declined from *** percent in 2001
to *** percent in 2003, before improving to *** percent in 2004, *** percent in 2005, and *** percent in

215 Original Views at 19-20.
218 Original Views at 21.

27 Original Views at 21-22.
218 See, generally, CR/PR at Table 111-13; section 1V.B.1., supra.
219 See CR/PR at Table 111-13.
20 CR/PR at Table111-13.

1 CR/PR at TableI-11.

22 CR/PR at Tablel11-13.

2 CR/PR at Table11-13.

24 CR/PR at Table111-13.

25 CR/PR at Tablel11-13.
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2006.® The domestic industry’ s capital expendituresincreased significantly toward the end of the POR,
athough R& D expenditures fluctuated within a narrow band.??’

Domestic industry capacity declined from *** short tons in 2001 to *** short tonsin 2005, due
largely to OSM’ s closure of its Napa, CA mill, but increased to *** short tons in 2006 and from *** short
tonsin interim 2006 to *** short tonsin interim 2007, with the opening of OSM’s new mill in Portland,
OR and the ramping up of Dura-Bond’ s mill in Steelton, PA.??® Domestic industry production declined
from *** short tonsin 2001 to *** short tons in 2005, but increased to *** short tons in 2006 and from
*** ghort tonsin interim 2006 to *** short tons in interim 2007.%° Domestic industry capacity utilization
increased from *** percent in 2001 to *** percent in 2002, declined to under *** percent during the
2003-05 period, and then increased to *** percent in 2006 and from *** percent in interim 2006 to ***
percent in interim 2007.2° Domestic industry employment increased from *** employeesin 2001 to ***
employees in 2002, declined to *** employees in 2005, and then increased to *** employeesin 2006 and
from *** employees in interim 2006 to *** employees in interim 2007.% Our finding that the domestic
industry is not vulnerable to the recurrence of material injury is bolstered by projections of strong
CWLDLP demand in the U.S. market through 2009, as addressed in section V.A. above.”

We do find, however, that the domestic industry benefitted significantly from the antidumping
order on CWLDLP from Japan. The pendency of the antidumping duty investigation and the imposition
of the order in 2001 had an immediate effect on the volume and market share of subject imports from
Japan, which declined from 173,062 short tons in 2000, or *** percent of apparent U.S. consumption, to
29,795 short tons in 2001, or *** percent of apparent U.S. consumption, despite the significant increase
in apparent U.S. consumption that year.”® Subject import volume from Japan fell further to 3,986 short
tons, or *** percent of apparent U.S. consumption, in 2002, though apparent U.S. consumption remained
well above 2000 levels.?* Due to the apparent disciplining effect of the antidumping duty order over the

5 CR/PR at Table 111-17.

2’ See CR/PR at Table 111-16.

8 CR/IPR a Tablel11-3; CR at 111-9; PR at I11-7.
9 CR/PR a Tablell1-3.

20 CR/PR at Table111-3. Although the domestic industry’ s reported capacity utilization rate remained weak
throughout the POR, we attach little weight to thisinformation. Domestic producers could have increased their
capacity utilization rates by increasing the working hours on their mills, which would ordinarily entail adding
additional shifts of workers. See Hearing Tr. at 41 (Stupp), 65-66 (Delie), 93, 98-99 (Noland). That they did not
add additional shifts during the recent period of strong demand suggests that domestic producers made a conscious
choice not to run their mills near their full rated capacities if it meant taking on workers they might need to lay off in
a future downturn in demand.

#1 CR/PR at Tablel11-12.

%2 \We note that there are as many as five new planned CWLDLP operationsin the United States, including two
currently in various stages of construction. Hearing Tr. at 121 (Delie), 122 (Stupp), 133 (Fisher). However, U.S.
Steel’ s plans and the other two anticipated facilities that have Indian backers have not progressed that far. Assuch,
we decline to rely on the planned domestic industry expansionsin our vulnerability analysis. See CR at I11-7-9; PR
at I11-5-7. In addition, we recognize that information on the record tends to raise doubt regarding whether these new
mills will commence production in commercial quantities within a reasonably foreseeable time, particularly given
that the ramping up of OSM’s new HSAW mill took longer than anticipated. See Hearing Tr. at 34 (Lawrence).

28 CR/PR a Table I-1. Inthe original investigation, the Commission found that the pendency of the antidumping
duty investigation had contributed to the declining volumes of subject importsin 2001. Original Views at 16.

2 CR/PR at Table|-1.
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POR, domestic producers were better positioned to weather the post-Enron decline in CWLDLP demand
and to benefit from the recent CWL DL P demand recovery.?®

We dso find that if the order on CWLDLP from Japan were to be revoked, the likely significant
increase in the volume of subject imports, coupled with their likely adverse price effects, would likely
have a significant negative impact on the domestic industry in terms of output, sales, market share,
profits, productivity, return on investments, utilization of capacity, cash flow, inventories, employment,
wage growth, ability to raise capital, investment, and the industry’ s development and production
efforts.”®

Our conclusion in thisregard is fully consistent with the significant presence of non-subject
importsin the U.S. market over the POR, and particularly towards the end of the POR.Z" That domestic
producers were able to increase their shipments and prices even as non-subject imports increased does not
mean that subject imports from Japan could have no significant adverse impact on the domestic industry
after revocation, as the Japanese respondent interested parties contend.”® First, we have found that
Japanese CWLDLP producers, motivated by falling production and lower exports to third-country
markets, are likely to return to their strategy of underselling from the original investigation as a means of
significantly increasing their penetration of the U.S. market at the expense of the domestic industry.*

Second, an increasing proportion of non-subject import volume consisted of HSAW CWLDLP
toward the end of the POR, including *** percent of non-subject importsin thefirst half of 2007, which
did not compete directly with a significant proportion of domestic shipments.>® Non-subject imports of
HSAW CWLDLP would not compete directly with domestic shipments of ERW CWLDLP, which
represented *** percent of the domestic industry’s U.S. shipmentsin 2006, because HSAW CWLDLP is
produced only with an outside diameter of 26" and larger, whereas ERW CWLDLP is produced only with
an outside diameter of 24" and smaller.>** Non-subject imports of HSAW CWL DL P would compete with
domestic shipments of LSAW CWLDLP, but not in critical applications or in sizes under 26" in

2% See, e.0., Hearing Tr. at 30 (Delie) (Berg could not have survived the downturn without the orders), 39
(Norris) (Dura-Bond' s survival depends on orders), 47-48 (Fisher) (benefit from strong demand, investment in new
capacity made possible by the orders).

% Commissioner Lane notes that if the orders on CWLDLP from Japan and Mexico were to be revoked, the
likely significant increase in the volume of subject imports from both countries, coupled with their likely adverse
price effects, would exacerbate the negative impact on the domestic industry found above with respect to subject
imports from Japan alone.

%37 See section V.B., supra.
28 See Japanese Respondent Interested Parties Prehearing Brief at 54; Hearing Tr. at 23-24 (Huey).

2% Section 752(a)(6) of the Act states that “the Commission may consider the magnitude of the margin of
dumping or the magnitude of the net countervailable subsidy” in making its determination in afive-year review. 19
U.S.C. § 1675a(8)(6). The statute defines the “ magnitude of the margin of dumping” to be used by the Commission
in five-year reviews as “the dumping margin or margins determined by the administering authority under section
1675a(c)(3) of thistitle” 19 U.S.C. 8 1677(35)(C)(iv). Seealso SAA at 887. Inthefinal results of its expedited
sunset reviews of the antidumping duty orders, Commerce determined that revocation of the order on CWLDLP
from Japan would likely result in the continuation or recurrence of dumping at a weighted-average margin of 30.80
percent for Nippon, 30.80 percent for Kawasaki Steel Corporation, and 30.80 percent for all other Japanese
producers. CR at I-14; PR at 1-10.

0 See sections 11.C. and V.B., supra. OSM, the only current domestic producer of HSAW CWLDLP, only began
shipments of HSAW CWLDLP in thefirst half of 2007. CR at I-35; PR at 1-25. We also note that *** percent of
the increase in non-subject import volume between the interim periods —*** short tons out of *** short tons —
consisted of HSAW CWLDLP. CR/PR at Tables C-1, 5.

21 CR at 1-31, 34; PR at 1-23, 25 (the largest ERW OD is 24", whereas the smallest HSAW OD is 26"), 1-34;
CR/PR at Tables C-1-2.
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outside diameter.?”® The Japanese respondent interested parties themselves have emphasized that
competition between HSAW and LSAW CWLDLP islimited.*® Thus, the impact on domestic producers
of the increase in non-subject import volume toward the end of the POR would have been mitigated by
the fact that a significant proportion of non-subject imports did not compete with a significant proportion
of domestic shipments.

Japanese producers possess no capacity to produce API-certified HSAW, however, and would
likely compete directly with domestic producers after revocation of the orders.?* Consequently, the
likely significant increase in subject import volume and their likely adverse price effects would impact
domestic producers to a greater extent than imports of non-subject merchandise.?*

We conclude that, if the antidumping duty order on CWLDLP from Japan were revoked, subject
imports from Japan would be likely to have a significant adverse impact on the domestic industry within a
reasonably foreseeable time.

VII. REVOCATION OF THE ORDER ON CWLDLP FROM MEXICO WOULD NOT
LIKELY LEAD TO THE CONTINUATION OR RECURRENCE OF MATERIAL
INJURY WITHIN A REASONABLY FORESEEABLE TIME 2% 2

A. Likely Volume of Subject Imports

A summary of the findings the Commission made concerning subject import volume in the
original investigations, in which volume was analyzed on a cumulative basis, is provided in section VI.A.
Subject import volume from Mexico accounted for a small percentage of cumulated subject import
volume during the original period of investigation. The maximum quantity of subject imports from
Mexico during the original period of investigation was 31,570 short tonsin 1999, and the maximum share
of apparent U.S. consumption was *** percent in 2000.2* As explained further below, a substantial
portion of the subject imports from Mexico during the original investigations were produced by PMT,
whose production operations were shuttered in 2002.

Subject Mexican producers did not maintain a significant presence in the U.S. market over the
POR and have had *** market share since 2004. Subject import volume from Mexico fell sharply after
the original investigations. Subject imports from Mexico declined from 13,265 short tons in 2001, or ***
percent of apparent U.S. consumption, to 6,245 short tonsin 2002, or *** percent of apparent U.S.
consumption, increased to 8,302 short tons in 2003, or *** percent of apparent U.S. consumption, and

22 CR at 1-33-34; PR at 1-25 (HSAW perceived as unsuitable for undersea or sour service applications); Hearing
Tr. at 89 (Lawrence), 89-90, 169-70 (Delie) (Berg constructing HSAW mill to complement its DSAW miill); CR at I-
31; PR at 1-23 (DSAW produced in outside diameters of 18" and larger); see also CR/PR at Table F-2.

3 See Japanese Respondent Interested Parties Prehearing Brief at 43-44; Hearing Tr. at 213 (Y amamoto)
(“Sumitomo’s high grade pipes will not compete with spiral-weld pipes for several reasons.”), 278-79 (Miki) (only
DSAW can be used off-shore and in sour service applications), 315 (Y amamoto).

24 CRat IV-23-24; PR at 1V-16-17; section 111.C., supra.

5 For the reasons detailed above in our vulnerability analysis, we decline to rely on the planned domestic
industry expansions in our impact analysis. See footnote 232, supra.

2% Commissioner Lane dissents from this section of the opinion. See the dissenting views of Commissioner
Charlotte R. Lane noted throughout section V1.

247 Commissioner Pinkert generally concurs with the findingsin section V11, but makes his own separate findings
in the course of his determination that revocation of the antidumping order on CWLDLP from Mexico would likely
have no discernible adverse impact on the domestic industry. See Separate and Concurring Views of Commissioner
Dean A. Pinkert Regarding Cumulation.

8 CR/IPR, Table|-1.
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then dropped to negligible levels, under 200 short tons, throughout the rest of the period examined.?*
Subject imports from Mexico had their highest market share in 2003, when U.S. CWLDLP demand
collapsed, and were zero in thefirst half of 2007, despite the strong recovery in CWLDLP demand that
had occurred by that time.>

In these reviews, we find that the likely subject import volume from Mexico would not be
significant, either in absolute terms or relative to production or consumption in the United States, were
the antidumping duty order on CWLDLP from Mexico to be revoked. Subject Mexican producers are not
export-oriented, and became less so over the POR as the ratio of exports to shipments declined from ***
percent in 2001 to *** percent in 2002, increased to *** percent in 2003, declined to *** percent in both
2004 and 2005, and increased slightly to *** percent in 2006.%* The Mexican CWLDLP industry’ sratio
of exports to shipments remained below the 2001 level when the interim periods are compared; this ratio
was *** percent in the first half of 2007, compared to *** percent in the first half of 2006.%? Despite
strong global CWLDLP demand growth, subject Mexican producers did not increase their export
orientation, but remained focused on serving their home market.?

We acknowledge that the current producers of subject merchandise in Mexico have stated that
they intend to resume shipments to the United States upon revocation of the orders.®* Nevertheless, the
closure and liquidation of PMT in 2002 substantially reduces the likelihood that subject imports from
Mexico would increase significantly after revocation of the order.”® PMT wasthe *** exporter of
CWLDLP to the United States during the period examined in the original investigations, and accounted
for alarge share of Mexican CWLDLP production.”® It also was reportedly the most aggressive Mexican
player in the U.S. market.®®” Given that none of the other Mexican CWL DL P producers reported
increasing its capacity since the original investigations, PMT’ s elimination would have reduced Mexican
CWLDLP capacity by asignificant *** short tons, or *** percent.?®

29 CR/PR at Tables|-10-11.

0 CR/PR at Tables-10-11.

#1 CR/PR at Table 1V-24.

%2 CR/PR at Table 1V-24.

%53 See Hearing Tr. at 269 (Gutierrez) (exports largely directed at the South and Central American markets).

%4 CR at D-20-21; PR at D-20-21.

5 CRat 1V-39; PR at IV-25-26. PMT’ s equipment was shipped to Saudi Arabia, where it was reassembled. 1d.

% During the period examined in the original investigations, PM T accounted for *** short tons of reported
Mexican CWLDLP exports to the United States; the four other Mexican producers accounted for *** short tons.
See Origina Staff Report at Table C-1; Original Investigation Foreign Producers’ Questionnaire Response of PMT
at 8. PMT’s share of Mexican CWLDLP exports to the United States was *** percent in 1998, *** percent in 1999,
*** percent in 2000, *** percent in the first half of 2000, and *** percent in the first half of 2001. Id.

PMT’s share of Mexican CWLDLP production was *** percent in 1998, *** percent in 1999 and 2000,
*** percent in the first half of 2000, and *** percent in the first half of 2001. See Original Staff Report at Table
VI11-7; Origina Investigation Foreign Producers’ Questionnaire Response of PMT at 8.

%7 See Hearing Tr. at 223-24 (Benitez) (PMT pursued an aggressive pricing strategy in both the U.S. and
Mexican markets, reportedly undercutting domestic producers to win a major Enron pipeline project in Florida); see
aso Original Views at 18 n.108 (noting the major project awarded to a Mexican producer on the basis of alow bid).

8 CR at IV-40; PR at IV-26. Mexican CWLDLP capacity was *** short tonsin 2000. Original Investigation
Staff Report at Table VII-7. Although subject Mexican producers reported a cumulative capacity of *** short tons
in these reviews, their capacity only appears higher in the reviews than it was during the original investigations
because the producers utilized a different methodology to calculate capacity in the reviews. CR/PR at Table IV-24;
CR at IV-40; PR at IV-26.
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We have not given authoritative weight to the capacity data reported by the Mexican CWLDLP
industry. The current producers of subject merchandise in Mexico produced more CWLDLP in 2006
than in any other year since at least 1998.%° Notwithstanding this, reported 2006 capacity utilization was
only *** percent.?®® Based on the historical datain the record, we believe it is unlikely the Mexican
industry could ever achieve full utilization of the nameplate capacity it has reported. The fact that
Mexican CWLDLP production *** in 2006, coupled with the industry’ s significantly diminished capacity
since the original period of investigation, indicates that it is unlikely Mexican producers would be able to
increase their CWLDLP production significantly from current levels, so as to be able to compete
effectively in the project market in the United States.?*

The Mexican CWLDLP producers' limited product range would likely be another impediment to
significant increases in exports to the U.S. market. Mexican CWLDLP producers reported few ERW
shipments over the POR, and few ERW or SAW shipments in grades higher than X-60-69.%2 Mexican
producers would not be likely to participate meaningfully in the substantial proportion of the U.S. market
that consists of ERW CWLDLP and the large and growing proportion consisting of CWLDLP in grades
X-70-79 and higher.?®

We dso find that Mexican CWLDLP producers lack incentives for increasing their exports to the
United States by reducing their current focus on serving their home market. During the POR, the AUV's
of Mexican CWLDLP shipmentsin their home market were significantly higher than the AUV's of
domestic producer shipmentsin the U.S. market.” One domestic producer witness at the hearing
testified that CWLDLP prices are “artificially higher” in Mexico because the Mexican market is “closed”
to foreign competition by the Mexican government, which controls most CWLDL P purchases through
PEMEX, the state-owned energy company.®® In light of this, Mexican CWLDLP producers that enjoy
preferential treatment and much higher prices in their home market would have little incentive to seek out
businessin the U.S. market to replace businessin Mexico.

Moreover, we find that Mexican CWLDLP producers would likely remain focused on serving
their home market after revocation of the order because CWLDLP demand in Mexico is projected to
remain high relative to recent levels and stable through 2009. The Mexican CWLDLP industry’ s order
backlog increased significantly towards the end of the POR, from a period low of *** short tons in 2003
to *** ghort tons in 2006, and was *** short tonsin the first half of 2007, compared to *** short tonsin
the first half of 2006.2° According to Mexican CWLDLP producers, strong Mexican CWLDLP demand
will continue throughout 2007 and into 2008, with projected home market shipments of *** short tonsin

%% Mexican CWLDLP production, excluding PMT, was *** short tonsin 1998, *** short tonsin 1999, *** short
tonsin 2000, *** short tonsin 2001, *** short tonsin 2002, *** short tonsin 2003, *** short tons in 2004, ***
short tonsin 2005, and *** short tonsin 2006. See Origina Staff Report at Table VI1-6; Original Investigation
Foreign Producers’ Questionnaire Response of PMT at 8; CR/PR at Table 1V-24.

%0 CR/PR at Table 1V-24.

%! Three of four Mexican CWL DL P producers reported that they lack the ability to product shift, while one
reported the ability to shift between the production of CWLDLP and pipe made to AWWA and ASTM
specifications, though not on the basis of price changes. CR at 1V-53; PR at 1V-29.

%2 See CR/PR at Tables G-7-8; see also section 111.D., supra.
%3 CR/PR at Tables1I-2, V-7, C-2.

%4 Compare CR/PR at Table 1V-24 with CR/PR at Table C-1. We recognize that AUV comparisons are of
limited probative value for a product like CWLDLP due to potentia differencesin product mix.

%5 Hearing Tr. at 157 (Ddli€).

%6 CR/PR at Table 1V-27. These data are understated because only two of four Mexican CWLDLP producers
reported their order backlogs. CR at 1V-49-50; PR at 1V-28.
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no slackening in Mexican CWLDLP demand in 2009.2” Notwithstanding the domestic interested parties
assertion that PEMEX faces substantial financial challenges,®® these trends in Mexican producer home
market shipments indicate that PEMEX and other purchasers in the Mexican market significantly
increased their consumption of CWLDLP towards the end of the POR.

Mexican producers end-of-period inventories increased over the POR in absol ute terms, from
*** ghort tons in 2001 to *** short tons in 2006, and from *** short tons in interim 2006 to *** short
tonsin interim 2007.%* The ratio of inventories to shipments, however, fluctuated between alow of ***
percent in interim 2006 and a high of *** percent in 2001.2"° Mexican producers are subject to a 15
percent tariff imposed by Venezuelain November 2006, but are not subject to any trade-related
investigation in countries other than the United States.>”* An examination of inventories and barriers to
importation supports our conclusion that significant volumes of subject imports from Mexico are not
likely upon revocation.

In sum, we find that the likely volume of subject imports from Mexico would not be significant,
either in absolute terms or relative to production or consumption in the United States, were the
antidumping duty order on CWLDLP from Mexico to be revoked.

B. Likely Price Effects of Subject Imports

We adopt by reference the description of the Commission’s price findings from the original
investigations contained in section VI.B, above.?” In the original investigation, subject imports from
Mexico oversold the domestic like product in five of nine quarterly comparisons.?”® Mexican producers
*** of the eight bidding processes for which data were collected.?™

In these reviews, we find that subject imports from Mexico would likely have no adverse effects
on prices for the domestic like product after revocation of the order. Subject imports from Mexico did not
undersell the domestic like product pervasively in the original investigation, and PMT, which reportedly
pursued an aggressive pricing strategy and accounted for the largest share of Mexican CWLDLP exports
to the United States over the original investigation period, was liquidated in 2002.%”> Consequently, we
conclude that significant underselling is not likely upon revocation.

Moreover, we have found that the likely subject import volume from Mexico after revocation of
the order would not be significant. Therefore, we find that there is not likely to be significant
underselling of the subject imports as compared to the domestic like product and that subject imports are
not likely to enter the United States at prices that otherwise would have a significant depressing or
suppressing effect on the price of the domestic like product. We conclude that revocation of the order on
CWLDLP from Mexico would likely result in no significant adverse price effects.

%7 See also Government of Mexico Posthearing Brief.
%68 See Hearing Tr. at 132 (Schagrin).

29 CR/PR at Table 1V-24.

20 CR/PR at Table 1V-24.

71 CR at 1V-49; PR at IV-28.

272 Chairman Pearson and Commissioner Okun did not join section V1.B. of this opinion. They incorporate by
reference the discussion in section 111 of their Dissenting Views concerning the importance of price in purchasing
decisionsfor CWLDLP.

23 See Original Investigation Staff Report at V-8, 15.
2 See Original Investigation Staff Report at V-16.

25 See Hearing Tr. at 223-24 (Benitez); Original Staff Report at Table VI11-6; Original Investigation Foreign
Producers' Questionnaire Response of PMT at 8; CR at IV-39; PR at |V-25.
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C. Likely Adverse Impact of the Subject Imports on the Domestic Industry

Vice Chairman Aranoff and Commissioner Williamson adopt by reference the description of the
Commission’simpact findings from the original investigations, aswell as our findings with respect to
domestic industry vulnerability, contained in section V1.C., above.

Chairman Pearson and Commissioner Okun adopt by reference their findingsin Part IV of their
Dissenting Views on the current condition of the domestic industry. They also adopt by reference their
conclusionsthat: (1) recent improvements in the industry’s condition are not significantly related to the
imposition of the orders and (2) the domestic industry is not currently in avulnerable state.

We conclude that were the order on CWLDLP from Mexico to be revoked, the likely subject
import volume, coupled with the likely absence of significant price effects, would likely have no
significant adverse impact on the domestic industry in terms of output, sales, market share, profits,
productivity, return on investments, utilization of capacity, cash flow, inventories, employment, wage
growth, ability to raise capital, investment, and the industry’ s development and production efforts.?® This
conclusion is bolstered by our findings that the domestic industry is not vulnerable to the recurrence of
materia injury.

CONCLUSION

For the foregoing reasons, we determine that revocation of the antidumping duty order on
CWLDLP from Japan would likely lead to the continuation or recurrence of material injury to an industry
in the United States within a reasonably foreseeable time.>”” We also determine that revocation of the
antidumping duty order on CWLDLP from Mexico would not likely lead to the continuation or
recurrence of material injury to an industry in the United States within a reasonably foreseeable time.?”®

216 Section 752(a)(6) of the Act states that “the Commission may consider the magnitude of the margin of
dumping or the magnitude of the net countervailable subsidy” in making its determination in afive-year review. 19
U.S.C. § 1675a(a)(6). The statute defines the “ magnitude of the margin of dumping” to be used by the Commission
in five-year reviews as “the dumping margin or margins determined by the administering authority under section
1675a(c)(3) of thistitle.” 19 U.S.C. 8 1677(35)(C)(iv). Seeaso SAA at 887. Inthefinal results of its expedited
sunset review of the antidumping duty order on CWLDLP from Mexico, Commerce determined that revocation of
the order would likely result in the continuation or recurrence of dumping at a weighted-average margin of 49.86
percent for PMT-Tubacero and 49.86 percent for all other Mexican producers. CR at 1-14; PR at 1-11.

27 Chairman Pearson and Commissioner Okun dissenting.
278 Commissioner Lane dissenting.
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SEPARATE AND CONCURRING VIEWS OF COMMISSIONER DEAN A. PINKERT
REGARDING CUMULATION

Based on the record in these reviews, | conclude that, if the antidumping order on imports of
CWLDLP from Mexico were revoked, such imports are likely to have no discernible adverse impact on
the domestic industry. Consequently, | do not cumulate subject imports from Japan and Mexico in
making my determinations with respect to whether revocation of the antidumping orders would be likely
to result in continuation or recurrence of material injury to the domestic industry within areasonably
foreseeable time.!

The Mexican CWLDLP industry is relatively small, with atotal capacity in 2006 of only ***
short tons? and total production in 2006 of only *** short tons.®> This capacity is aging* and has
contracted significantly since the original investigations with the closing in 2002 of a significant Mexican
producer, Productora Mexicana de TuberiaS.A. de C.V. (“PMT").® The record indicates that none of the
remaining Mexican producers has added capacity since the imposition of the antidumping order.®
Consequently, the Mexican industry’ s production capacity today is significantly less than at the time of
the original investigations.

Although Mexican producers have capacity available that could potentially be used to increase
production,’ thereis little reason to expect Mexican exports to the United States to increase substantially
if the antidumping duty order isrevoked. During the periods covered by the original investigations and
these reviews, Mexican producers never achieved alevel of production that was even close to the level of
capacity they have reported to the Commission.?

In addition, the Mexican industry is not export-oriented. Mexican producers have never exported
alarge volume of CWLDLP to the United States or any other export market, either before or after

! Because | have determined not to cumulate subject imports from Japan and Mexico on the threshold ground that
imports from Mexico are likely to have no discernible adverse impact on the domestic industry, | have not
considered whether imports from Japan and Mexico would be likely to compete with each other and with domestic
like productsin the United States market, as provided in 19 U.S.C. § 1675a(a)(7).

2CR/PR at Table IV-22. Like the production capacity of the domestic and Japanese industries, the capacity
reported by Mexican producersin these reviewsis problematic. The methodology used by Mexican producers to
report their production capacity is different from, and more expansive than, that used in the original investigations.
Thelevel of capacity reported in these reviews by the Mexican industry substantially exceeds the level of production
actually achieved by the industry either before or after the imposition of the antidumping order. CR at 1V-39 and
IV-40; PR at IV-25 and IV-26, and the original CR/PR Table VI1-7; Mexican Respondents Post-Hearing Brief at 7-
8.

®CR/PR at Table IV-22. By contrast, the Japanese CWLDLP industry reported a capacity of 1,086,984 short tons
and production of 1,077,702 short tonsin 2006. Unlike the capacity reporting methodology used by Mexican
producers, the methodology used by Japanese producers to report their production capacity closely tracks the annual
level of production and exports and has fluctuated substantially from year to year. Compare CR/PR at Table 1V-15
with CR/PR at Table IV-24.

4CRat IV-44t0 1V-45; PR at IV-27; Hearing Tr. at 323 (Winton).
®CRat IV-39t0 IV-40; PR at IV-25to 1V-26; Mexican Respondents’ Post-Hearing Brief at 5.
®CR at IV-39t0 IV-40, IV-44 to IV-45; PR at 1V-25to IV-27; Mexican Respondents Post-Hearing Brief at 2.

"CR/PR at Table IV-22. Mexican producers level of capacity utilization, however, is likely understated because,
as discussed above, the reporting methodology used by Mexican producers to report their production capacity
appears to overstate actual capacity.

8 CR/PR at Table IV-24 and the original CR/PR at Table VII-7.
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imposition of the order.® Prior to the order, subject imports from Mexico peaked at 31,570 short tonsin
1999.%° Since the order, imports from Mexico have declined significantly, falling to only 125 short tons
in 2006 and zero short tons in the first half of 2007.** Mexican producers reported having no immediate
plans to import CWLDLP into the United States.”? Significantly, even after imposition of the
antidumping order, Mexican producers have not exported substantial volumes of CWLDLP to other
export markets. Total Mexican exports to non-U.S. markets have been irregular, but were greatest in
2003 at *** short tons. Such exports were only *** short tons in 2006 and *** short tons in the first half
of 2007. In 2006, exports as a percentage of overall Mexican shipments were only *** percent.”* Thus,
Mexican producers have been focused primarily on salesin their home market.*

It isalso significant that *** Mexican exports during the period covered by the original
investigations (January 1998-June 2001) were from the now-defunct PMT. During that period, PMT
reported exporting *** short tons to the United States, while the rest of the Mexican industry combined
reported exporting *** short tons.*® In fact, PMT accounted for a*** percent in the first half of 2001.%
In 2002, subsequent to the imposition of the antidumping order, PMT was liquidated, and its
manufacturing equipment was sold to a company in Saudi Arabia.'’ Thus, PMT’s departure from the
Mexican industry has not only greatly diminished the industry’ s production capacity, but also its
likelihood of shipping a significant volume of low-priced CWLDLP to the United States.

In addition to their lack of export orientation, Mexican producers face significant limitations on
their ability to ramp up exportsto the United States in the event the order isrevoked. Individual Mexican
producers are handicapped by their relatively small available capacities in competing for sales of larger
diameter SAW pipe that is frequently used in line pipe projects and accounts for the great majority of
U.S. demand.’® Moreover, the Mexican industry’ s production of both CWLDLP and other products was

® Mexican producers responses to the Commission’s foreign producer questionnaire are consistent in indicating
that, although they are likely to increase exports to the United States if the order is revoked, the volume of such
exportsis not expected to be large or, in any event, in excess of the volume those companies shipped to the United
States prior to order. See CR at D-21-22, PR D-20-21 (comments of ***.

O CR/PR at Tablel-1.
" CR/PR at Table|-1.

2 CR at IV-45; PR at IV-27. In addition, no importers reported making arrangements for the importation of
CWLDLP from Mexico for delivery in the future. CR at 1V-13; PR at 1V-11-12.

B CR/PR at Table 1V-22.

4 Hearing Tr. at 306 (Winton) (“The export markets for this product are South America, Central America, but it's
arelatively small quantity for each of the producers. [T]hey are really focused on the Mexican market.”).

1 PM T’ s foreign producer questionnaire and the original CR/PR at Table C-1.

6 1d. Asrelated in the Staff Report, the bulge in PMT’s exports to the United States resulted from its winning a
single contract to supply a major Enron pipeline project in Florida. CR at 1V-39 n.45; PR at 1V-26 n.45. Seeaso
Mexican Producers Post—Hearing Brief at 4. According to testimony at the Commission’s hearing, PMT had an
aggressive pricing strategy, using underselling of U.S. producers’ prices to win this project. Hearing Tr. at 223-24
(Benitez).

" CRat IV-39; PR at IV-26.

18 _arger diameter pipe (SAW pipe) accounted for *** percent of the U.S. market in 2006. CR at Tables C-1, C-
3. Other than sales by *** prior to the antidumping order, however, Mexican producers have a very limited history
of selling CWLDLP inthe U.S. project market. The original CR at |-18; the original PR at 1-15. One Mexican
producer noted that its exports to the United States in the event of revocation of the order would be largely devoted
to*** CRatD-21, PR at D-20 (***). Similarly, another Mexican producer stated that its*** |1d. (***). Seeaso
Hearing Tr. at 324-25 (Winton) (Mexican producers will have opportunities to make sales where a purchaser needs
the pipe quickly and Mexican producers can supply it).
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at its peak in 2006, thus limiting its ability to produce and export additional subject products.”® In
addition, unlike the Japanese industry, Mexican producers do not have related U.S. importers to provide
an infrastructure to facilitate imports and bids on major projects.®

Mexican producers also face other limitations on their ability to export additional CWLDLP to
the United States. ***. During 2001-06, *** annually devoted only *** percent of its production to
subject products, and *** devoted only *** percent of its production to subject products.?* In the most
recent fiscal year, subject products accounted for *** 22 Moreover, arepresentative of a pipeline
company testified that the bulk of his firm’s projects in the foreseeabl e future would be constructed with
CWLDLP of 24 inches or greater in outside diameter, and not all Mexican producers have the ability to
produce CWLDLP with a greater than 24 inch diameter.?® A representative of another pipeline company
testified that her company has not been able to date to qualify Mexican producers for the quality of
CWLDLP needed, unlike Japanese producers.?

| further note that U.S. market prices do not appear to provide any special incentive for Mexican
producers to increase their exports to the United States.”® The ***.?® The ability of U.S. producers to
compete successfully for certain salesin Mexico is consistent with this finding.*

Finally, the record indicates that U.S. demand for CWLDLP will likely continue to be strong for
the reasonably foreseeable future. In the context of a market with strong demand, the relatively small
volume of additional subject imports from Mexico that may enter the United States after revocation of the
order is unlikely to result in any meaningful harm to the domestic industry.

For the above reasons, | conclude that subject imports from Mexico are likely to have no
discernible adverse impact on the domestic industry if the antidumping order on such imports were
revoked and therefore do not cumulate such imports with subject imports from Japan. 1n addition, based
on this conclusion, | concur with the determination of the Commission’s majority that revocation of the
order on CWLDLP from Mexico would not be likely to lead to continuation or recurrence of material
injury to the domestic industry within areasonably foreseeable time.

®CRat Table1V-29; PR at 1V-27.

2 See CR at 1-42 and Table 1-9; PR at 1-30 and Table I-9.

21 Foreign producer questionnaire responses of ***,

2 CR at IV-46; PR at |V-27-28.

% Hearing Tr. at 317 (Fisher). Seealso CR/PR at Table 1-4.
% Hearing Tr. at 317 (Paul).

% No data are available that allow a comparison of prices for U.S. and Mexican CWLDLP during the period of
review. CR at V-11; PR at V-8. Thelimited information available for the period covered by the original
investigations showed a mixed pattern of underselling and overselling. Id. at V-12, V-27, and PR at V-11 to V-12.

% Compare CR/PR at Tables C-2, C-3, with CR/PR at Tables G-5, G-6. Mexican Respondents Final Comments
at 4-5.

2T At the Commission’s hearing, representatives of U.S. pipeline companies testified that they constructed
pipelinesin Mexico as well as the United States and that they had purchased U.S.-manufactured CWLDLP for usein
those projects despite competition from Mexican producers. Hearing Tr. at 307 (Morse), 308 (Fisher). In addition, a
representative of the Mexican producers stated that a U.S. producer obtained a contract to supply CWLDLP to the
Mexican Federal Electricity Commission for agas pipeline. Id. at 285 (Winton). This testimony was not
contradicted by the domestic industry.
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DISSENTING VIEWS OF CHAIRMAN DANIEL R. PEARSON AND
COMMISSIONER DEANNA TANNER OKUN
CONCERNING SUBJECT IMPORTS FROM JAPAN

l. INTRODUCTION

Based on the record in this five-year review, we determine under section 751(c) of the Tariff Act
of 1930, as amended, that revocation of the antidumping duty order on certain welded large diameter line
pipe (“CWLDLP") from Japan would not be likely to lead to continuation or recurrence of material injury
to an industry in the United States within a reasonably foreseeable time.

Wejoin the Views of the Commission concerning domestic like product, domestic industry,
cumulation, the legal standard concerning five-year reviews, conditions of competition, and the negative
determination on subject imports from Mexico. We write separately to provide the basis for our negative
determination on subject imports from Japan.

1. LIKELY VOLUME OF SUBJECT IMPORTS

During the original investigation, the quantity of subject imports from Japan declined from
217,138 short tonsin 1998 to 141,955 short tonsin 1999, and then increased to 173,062 short tonsin
2000. The 37,410 short tons of subject imports from Japan during January-June (interim) 2001 was less
than the 103,769 short tons of subject imports during interim 2000. The market penetration of subject
imports from Japan declined from *** percent in 1998 to *** percent in 1999 and then increased to ***
percent in 2000. The market penetration of subject imports from Japan was lower in interim 2001, when
it was*** percent, than it was in interim 2000, when it was *** percent.’

The quantity and market penetration of subject imports from Japan both declined dramatically
after issuance of the antidumping duty order in December 2001. Since 2002, the annual quantity of
subject imports from Japan has not exceeded 25,232 short tons, and annual market penetration has not
exceeded *** percent. In 2006, there were 13,198 short tons of subject imports from Japan, accounting
for *** percent of apparent U.S. consumption.?

Consequently, issuance of the order had an immediate restraining effect on the volume of subject
imports from Japan. We cannot, however, simply assume that the conditions that prevailed during the
original period of investigation will recur upon revocation, because the increase in market penetration of
subject imports from Japan during the original investigation came during a period of declining U.S. and
world demand for CWLDLP.® By contrast, both global and U.S. demand for CWLDLP increased during
the latter portion of the period of review and are anticipated to remain strong in the reasonably
foreseeable future. We therefore focus on the current and likely conditions of competition to ascertain
whether a significant volume of subject importsis likely upon revocation of the antidumping duty order
on CWLDLP from Japan.

The Japanese Industry’ s Ability to Increase Shipments. In analyzing the likely volume of subject
imports from Japan upon revocation, we have focused first on whether the Japanese industry has the
ability significantly to increase shipments of subject merchandise to the United States. The Japanese
producers reported that they have no future plans to change their capacity for producing CWLDLP.*
Additionally, the Japanese industry’ s available unused capacity is limited. In that regard, we have not

1INV-Y-214, Table C-1 (Oct. 17, 2001).

2CR/PR, Table|-1. The quantity of subject imports from Japan in interim 2007 was 7,356 short tons, accounting
for *** percent of apparent U.S. consumption. 1d.

% See Original Views, USITC Pub. 3464 at 15.
4CRat 1V-36; PR at IV-24.
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given authoritative weight to the capacity or capacity utilization data that the Japanese producers
reported.® Nevertheless, the data on order backlogs that the Japanese producers submitted, whose
reliability have not been questioned, demonstrate that there have been high backlogs of CWLDLP orders
relative to the industry’ s production levels throughout the period of review.® If the Japanese industry had
substantial excess capacity, or if its capacity utilization fluctuated by large levels during the period of
review, it would not have maintained such high backlogs on a consistent basis.

The backlogs also illustrate another factor that is likely to limit substantially the ability of the
Japanese industry to increase shipments to the United States. customer commitments. The Japanese
industry’ s existing order backlog of subject merchandise in June 2007 totaled *** short tons.” Thisfigure
*** the 1.1 million short tons of industry production in 2006, and *** the peak period production of 1.5
million short tonsin 2004.2 In light of historic production levels, the existing order backlog will prevent
the industry from directing any substantial volume of shipments to the United States until well into 2008.

Moreover, the Japanese industry has substantial customer commitments extending past 2008 and
through the end of the period we consider to be the reasonably foreseeable future. Individual Japanese
producers participate in “frame agreements’ with major purchasersin the pipeline project market. These
agreements are designed to permit the producer to estimate demand in advance and provide the purchaser
with an assured source of supply.® The agreements are *** .2 |n response to a request at the hearing,
Japanese Respondents submitted to the Commission (after obtaining their purchasers' consent) copies of
two frame agreements. One of the frame agreements submitted *** .** The other frame agreement
submitted *** 12 The capacity that Japanese producers will be required to commit to frame agreement
customers is substantial, amounting to approximately *** short tons per year.** We acknowledge that not
al frame agreement commitments lead to purchases, and the amount of tonnage committed under frame
agreements is clearly less than any measure of the Japanese industry’ s capacity. Nevertheless, the fact
that the agreements require the Japanese producers essentially to hold in reserve avery large quantity of
productive capacity for purchasersin non-U.S. marketsis avery serious constraint on their ability to
direct asignificant quantity of shipmentsto the U.S. market.

We have also examined whether product shifting can provide the Japanese producers with the
ability to direct significant quantities of subject merchandise to the United States. Japanese producers
produce several other tubular products on the equipment they use to produce CWLDLP, and they

® The reported capacity data conform closely to the reported production data throughout the period of review,
notwithstanding fluctuations in production. CR/PR, Table 1V-15. These fluctuations do not, as the Japanese
Respondents maintain, appear to be solely afunction of changesin product mix. Moreover, the Japanese producers
capacity computations are based on estimates of downtime that appear to be excessive. See CR/PR, Tables |V-16-
17.

® See CR/PR, Tables 1V-15, IV-19. For example, in December 2005 and December 2006, the Japanese industry’s
order backlogs were respectively *** short tons. The December 2005 backlog amounted to *** percent of that
year's production and the December 2006 backlog amounted to *** percent of that year’s production. Id. The fact
the backlogs were so close to annual production levels suggests operations at close to full capacity.

"CR/PR, Table1V-19.

8 See CR/PR, Table 1V-15.

®Tr. at 211-213 (Y amamoto).

10 Japanese Respondents Posthearing Brief, ex. 24.
1 Japanese Respondents Posthearing Brief, ex. 26.
2 Japanese Respondents Posthearing Brief, ex. 25.

13 See Japanese Respondents Posthearing Brief, ex. 24. This figure understates the capacity that Japanese
producers may be required to commit as a practical matter, as there are other frame agreements ***. Id.
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acknowledge they can shift production between these products.”* Nevertheless, we find that significant
product shifting is unlikely for three reasons. First, CWLDLP aready accounts for the bulk of the
Japanese producers’ total production.® Second, the Japanese producers have continuing commitments to
supply customers, such as long-term domestic customers, tubular products other than CWLDLP that are
produced in the same facilities.®® Third, there was no history of Japanese producers shifting production
from nonsubject products to CWLDLP during the period of review. On the contrary, despite strong and
increasing worl dwide demand for CWLDLP during the latter portion of the period of review, from 2004
to 2006 the Japanese producers shifted reported capacity from CWLDLP to nonsubject products.*’

Further, inventory levels of CWLDLP do not indicate that the Japanese industry possesses the
ability to direct significant quantities of subject merchandise to the United States. Reported inventory
levels of subject merchandise in Japan were relatively stable in relation to production and shipments
throughout the period of review.® Reported U.S. inventories of subject imports from Japan have been
*** since 2005.%

Consequently, we conclude that the ability of the Japanese industry to direct a significant quantity
of subject imports to the United States within a reasonably foreseeable time will likely be extremely
limited. Historical data concerning order backlogs indicate that the amount of unused capacity in the
Japanese CWLDLP industry has been minimal throughout the period of review. Moreover, theindustry’s
substantial current and future commitments to its customers are likely severely to constrain its ability to
ship significant quantities of exports to the United States.

The Japanese Industry’ s Mativation to Increase Shipments. Even if the Japanese CWLDLP
industry had the ability significantly to increase shipments to the United States, which it does not, we find
that it would lack a substantial incentive to do so. While the U.S. market consumes large quantities of
CWLDLP, the United States is not the predominant world market for the product at issue. Projections
prepared by Simdex, a commercial service that maintains a database on future pipeline projects, indicate
that North American pipeline projects will account for *** percent of estimated worldwide tonnage for
pipeline projectsin 2008, and *** percent of such tonnagein 2009.* By contrast, the world region with
the largest anticipated demand for pipeline projectsis Asia, whose projects are projected to account for
*** percent of estimated worldwide tonnage for pipeline projectsin 2008 and *** percent in 2009.%
Simdex also projects substantial demand for pipeline projects in Europe, Latin America, and the Middle
East.”

Throughout the period of review, Japanese producers exported CWLDLP to markets worldwide.
This includes marketsin North America, the Middle East, India, China, other Southeast Asian markets,
and Europe. 1n 2006 and interim 2007, Japan’ s largest export markets were “all other markets’ (which
appear principally to be in the Middle East) and in Asian markets other than China.?®

“CRat 1V-36-37; PR at IV-24.

" CRat 1V-36; PR at IV-24; CR/PR, Table IV-21.

16 See Japanese Respondents Posthearing Brief, ex. 23 (***).
7 CR/IPR, Table 1V-21.

8 CR/PR, Table1V-15.

¥ CR/PR, Table1V-13.

2 Japanese Respondents Posthearing Brief, ex. 16. The North American figure includes major Canadian projects
and hence overstates tonnage for U.S. projects.

2 Japanese Respondents Posthearing Brief, ex. 16.
2 Japanese Respondents Posthearing Brief, ex. 16.

% CR/PR, Table I1V-15; see Japanese Respondents Prehearing Brief, ex. 34. The sole known barrier to
importation of CWLDLP from Japan into countries other than the United Statesis an 8 percent safeguard that has
(continued...)
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The record does not indicate that the U.S. market offers appreciably higher prices than all other
world markets for CWLDLP. During most of 2007, European prices for SAW closely tracked those
reported for the United States, although U.S. prices did exceed reported export prices for Japan.?*

We find that world market conditions in the reasonably foreseeable future are unlikely to provide
Japanese CWLDLP producers the incentive to ship significant quantities of subject merchandise to the
United States. Particularly because the Asian markets in which the Japanese producers currently export
very large quantities of subject merchandise are projected to be larger and to experience more robust
growth during the 2007-09 period than the United States,?® the Japanese producers appear to lack a
significant incentive to shift their exports from current markets, particularly when long-standing customer
relationships exist in those markets, to increase their presence in the U.S. market.® In light of projected
worldwide demand patterns, any likely price advantage the United States may possess over other export
markets is not of sufficient magnitude to provide an incentive for the Japanese producers to shift
significant quantities of subject merchandise from existing export markets to the United States.

Conclusion. Wefind that the Japanese industry has limited ability and incentive to increase
shipments of subject merchandise to the United States significantly upon revocation. The industry’s
ability to increase shipments in the reasonably foreseeable future is severely constrained by limited
unused capacity and the existence of substantial commitments to existing customers. The industry’s
incentive to switch any uncommitted production is limited by the Japanese industry’ s current substantial
presence in export markets worldwide, particularly the large and growing Asian market. We
conseguently conclude that any increase in subject imports from Japan will not be significant either in
absolute terms or relative to consumption or production in the United States.

1. LIKELY PRICE EFFECTS OF SUBJECT IMPORTS

In the original investigations, the Commission found that cumulated subject imports from Japan
and Mexico pervasively undersold the domestic like product, depressing domestic prices to a significant
degree.”

The record indicates that price plays a moderately important role in purchasing decisions. While
19 of 22 purchasers considered price to be a very important factor in purchasing decisions, price was less
frequently named as a very important factor than availability, quality meeting industry standards, product
consistency, delivery time, or reliability of supply.” Only two of 24 purchasers listed price as the most
important factor in purchasing decisions.® Additionally, a substantial minority of purchasers (nine of 23)

23 H
(...continued)
been effective in Russia since December 2006. Japanese producers report that the safeguard has not affected their
exportsto Russia. CR at 1V-32; PR at IV-21.

2 CR/PR, Table 1V-35. We relied principally on this table because Table IV-34 involves substantial quantities of
nonsubject product and Table I'V-36 concerns a product not produced in Japan.

% See Japanese Respondents Posthearing Brief, ex. 16 (Simdex data).

% We acknowledge that worldwide supply of CWLDLPis also likely to increase during the reasonably
foreseeable future, as several new pipe mills are planned in locations such as China, Oman, Ukraine, and
Kazakhstan. The planned facilities, however, are responsive to tight supply and increased demand conditions
worldwide. See CR at 1V-57-58; PR at IV-32-33. Thereisno indication in the record that growth in worldwide
CWLDLP supply islikely to outpace growth in demand for the reasonably foreseeable future.

# Original Views, USITC Pub. 3464 at 18.
% CR/PR, Tablell-7.
» CR/IPR, TablelI-3.
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reported a preference for purchasing the domestic like product.*® Purchaser witnesses testified at the
hearing that they generally prefer to purchase from U.S. or Canadian sources, if other criteria are equal >
There was additional purchaser testimony that purchasing product produced overseas entailed relatively
significant logistical costs; one purchaser indicated its willingnessto pay a premium for domestically
produced product to avoid the risks associated with the delivery of purchases from overseas.®

Subject imports from Japan undersold the domestic like product in the mgjority of quarterly
pricing comparisons during the period of review.*® Notwithstanding this underselling, subject imports
from Japan did not have any significant price effects during the period of review in light of their small
presence in agrowing market. Prices for the domestic like product were markedly higher at the
conclusion of the period of review than at its beginning; peak prices were observed in 2007 for two of the
three domestically produced products for which 2007 pricing observations were available.* In 2006 the
industry reported its most favorable ratio of cost of goods sold (COGS) to net sales values, meaning that
during the period of review the industry was able to raise prices more than needed to recover increasesin
raw materials costs.® Similarly, the ratio of COGS to net sales valuesin interim 2007 was more
favorable than that achieved during all but two of the six full calendar years during the period of review.*
The domestic CWLDLP industry was able to obtain favorable ratios of COGS to net sales values during
2006 and interim 2007 notwithstanding sharp increases in imports from nonsubject sources.™

We have previously found that the volume of subject imports from Japan is not likely to be
significant if the order isrevoked. Inlight of the likely continuing growth in U.S. demand, and the
preference of some customers for the domestic like product over subject imports from Japan due to
delivery concerns, we find that any likely increase in subject imports from Japan will be too small to have
likely price-suppressing or -depressing effects. We consequently conclude that the subject imports from
Japan are not likely to have significant price effects.

V. LIKELY IMPACT OF THE SUBJECT IMPORTSON THE DOMESTIC INDUSTRY

In the original investigations, the Commission determined that the domestic industry was
materially injured by reason of cumulated subject imports from Japan and Mexico. It found that the
domestic industry’ s condition deteriorated between 1999 and 2000 according to virtually every indicator,
with modest improvementsin the first half of 2001 attributable to the filing of the petition.*®

®CRat11-14; PR at 11-9.
Tr. at 194 (Morse), 199 (Gillespie).
%2 Tr. at 263 (Paul); INGAA Posthearing Brief, ex. 14.

¥ There was underselling in 26 of 31 quarterly comparisons. CR/PR, Table V-13. This parallelsthe pattern
observed in the original investigation, where subject imports from Japan undersold the domestic like product in 26 of
37 quarterly comparisons. CR at V-12, V-27; PR at V-11-12.

% CR/PR, Tables V-3, V-6, V-10. For those products with sufficient observations, prices for subject imports
from Japan were also higher at the conclusion of the period of the review than at its beginning. CR/PR, Tables V-5,
V-10, V-12.

% CR/PR, Table111-13.
% CR/PR, Table11-13.
¥ CR/IPR, Table IV-1.

% Original Views, USITC Pub. 3464 at 19-20. Inthefinal results of its expedited sunset reviews of the
antidumping duty orders, the Department of Commerce determined that revocation of the order on CWLDLP from
Japan would likely result in the continuation or recurrence of dumping at a weighted-average margin of 30.80
percent for Nippon Steel, 30.80 percent for Kawasaki Steel Corporation, and 30.80 percent for al other Japanese

(continued...)
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As previously discussed in the section of the Views of the Commission concerning conditions of
competition, U.S. demand for CWLDLP was generally declining or stagnant from 2001 to 2005 due to
the combined effects of the Enron collapse and the general economic slowdown following the events of
September 11, 2001. During this period of declining to flat demand, industry performance was poor to
mediocre, notwithstanding the existence of the orders. The domestic industry’s production, shipments,
and employment were all lower in 2005 than they werein 2001.* Financial performance was at best
lackluster: theindustry’s highest operating margin during the period from 2001 to 2005 was *** percent,
and during three of these five years the industry has an operating margin that was under *** percent.

Domestic industry performance improved markedly when U.S. demand increased sharply in
2006. In 2006, production rose by *** percent, the quantity of domestic shipments rose by *** percent,
reported capacity utilization increased by *** percentage points, employment rose by *** percent, and
the operating margin reached *** percent.** During interim 2007, U.S. demand continued to increase.
The domestic industry’s production, shipments, reported capacity utilization, and employment were all
higher in interim 2007 than in interim 2006.* The domestic industry’ s operating margin in interim 2007
was *** percent.”®

The domestic industry’s positive operating performance during 2006 and interim 2007 is
particularly noteworthy for two reasons. First, the overall industry results include two producers whose
mills were still in their start-up phases and which ***, Dura-Bond, which resumed operations at its mill
in 2005, ***, Oregon Steel, which began production at its new HSAW mill in 2007, *** during interim
2007. By contrast, the operating margin for those producers that did not have start-up operations (i.e., al
producers other than Dura-Bond and Oregon Steel) was *** 4

Second, the positive operating performance in 2006 and interim 2007 coincided with sharp
increases in total import volume and market penetration. The quantity of nonsubject imports rose by 72.9
percent from 2005 to 2006 and was 215.1 percent higher in interim 2007 than in interim 2006.* The
domestic industry’ s *** percent share of apparent U.S. consumption in 2006 was lower than that during
al but one other calendar year during the period of review, and the domestic industry’s *** percent share
of apparent U.S. consumption during 2007 was lower than that of any calendar year or interim period
during the period of review or the original period of investigation.*

We find that the domestic industry’ s improved performance during 2006 and interim 2007 was a
function of increased demand and was not to any significant degree related to the antidumping duty
orders. We further find that the domestic industry’s ability to post strong operating performance during
the latter portion of the period of review notwithstanding sharply increasing nonsubject imports and ***
by new industry entrants indicates that the domestic industry is not in avulnerable condition.

Consistent with our findings that the likely volume and likely price effects of subject imports
from Japan would not be significant, we find that subject imports from Japan would not be likely to have
asignificant adverse impact on the domestic industry’ s output, sales, market share or return on investment

% (...continued)
producers. CR at I-14; PR at 1-10.

¥ CR/IPR, Tablesl1-3, I11-7, 111-12.
“ CR/PR, Table I11-13.

“ CR/PR, Table C-1.

“2 CRIPR, Tables11-3, 111-7, 111-12.
“ CRIPR, Table I11-13.

“ CRIPR, TableI11-14 n.2.

* CR/PR, Table C-1.

“ CRIPR, TableI-1.
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if the order was revoked.*” While some additional volume of subject imports from Japan is likely upon
revocation, this additional volume is unlikely to have a significant adverse impact in light of continued
forecasts of strong demand in the U.S. market, and the domestic industry’ s large and growing backlog of
orders.*®

V. CONCLUSION
For the above-stated reasons, we determine that revocation of the antidumping duty order on

CWLDLP from Japan is not likely to lead to continuation or recurrence of material injury to an industry
in the United States within a reasonably foreseeable time.

4" The domestic producers submitted an economic analysis purporting to show that the domestic industry will
incur large revenue declines upon revocation. Asthe Commission staff observes, this economic analysisis
predicated on severa unrealistic assumptions, the most egregious of which is an assumption that there will be no
likely growth in demand in the U.S. market. CR at 11-23 n.49; PR at 11-16 n. 49. We consequently have accorded no
weight to this economic analysis.

8 We acknowledge that some growth in U.S. productive capacity, which potentially could be substantial, islikely
by the end of 2009. SeeCR at I11-7-9; PR at 111-6-7. Nevertheless, decisionsto invest in new mill capacity
presumably reflect business decisions that such investments are warranted because of current or projected increases
in demand. Asdiscussed in the section of the Views of the Commission on conditions of competition, U.S. demand
for CWLDLP s projected to remain strong for the reasonably foreseeable future.

During these reviews, the Commission made numerous attempts to obtain estimates of market demand
which domestic producers would have considered in making decisions to invest in new mill facilities. Thisincluded
aquestion in the producers’ questionnaire asking for production of business plans, follow-up requests made by
Commission staff, and requests made at the Commission hearing. See Tr. at 138-39. Two domestic producers
which actively participated in these reviews and were represented by counsel— Dura-Bond and Oregon Steel — either
opened or re-opened mills during the period of review. CR/PR, Tablel11-1. Two other domestic producers which
actively participated in these reviews and were represented by counsel —Berg and U.S. Steel — have begun or
announced the construction of new mills. CR at I11-7-8; PR at I11-6-7. Nevertheless, of these four producers, only
Berg provided any information prepared by the firm or on the firm’'s behalf concerning likely supply and demand.
Berg submitted a***. Berg Producer Questionnaire Response. U.S. Steel submitted ***, but no market surveys
concerning CWLDLP prepared by or for it in connection with the HSAW pipe mill it plans to construct in ajoint
venture with POSCO and SeAH, notwithstanding that U.S. Steel ***. See Letter from John J. Mangan to Dana
Lofgren (June 8, 2007), at 2, Attachments B, C (EDIS Doc. 277688); seeaso CR at 111-8, PR at 111-7. Counsel for
other domestic producers, including Oregon Steel, whose new mill cost $35 million, stated flatly that the producers
had no such documents. CR/PR at 111-1 n.1, Tablel11-1.

We are extremely doubtful that competently managed businesses would invest tens of millions of dollarsin
new production facilities without performing any prior market research. Nevertheless, we observe that the sole
market analysisin the record performed by or for adomestic producer — that commissioned by Berg — supports our
conclusion that anticipated increasesin U.S. capacity for CWLDLP simply reflect anticipated increasesin U.S.
demand.
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PART |: INTRODUCTION AND OVERVIEW
BACKGROUND

On November 1, 2006, the U.S. International Trade Commission (“Commission” or “USITC”)
gave notice, pursuant to section 751(c) of the Tariff Act of 1930 (“the Act”), that it had instituted reviews
to determine whether revocation of the antidumping duty orders on certain welded large diameter line
pipe (“CWLDLP")* from Japan and Mexico would likely lead to the continuation or recurrence of
material injury to adomestic industry. Effective February 5, 2007, the Commission determined that it
would conduct full reviews pursuant to section 751(c)(5) of the Act. Information relating to the
background and schedule of the reviews is provided in the following tabulation.?

Effective date Action

December 6, 2001 Commerce’s antidumping duty order on Japan (66 FR 63368)

February 27, 2002 Commerce’s antidumping duty order on Mexico (67 FR 8937)

November 1, 2006 Commission’s institution of reviews (71 FR 64294)

February 5, 2007 Commission’s decision to conduct full reviews (72 FR 6746, February 13, 2007)
February 22, 2007 Commission’s scheduling of the reviews (72 FR 9357, March 1, 2007)

March 8, 2007 Commerce’s final results of expedited reviews (72 FR 10498)

Commission’s hearing* (see Notice of Revised Schedule, 72 FR 30832, June 4,
July 25, 2007 2007)

October 2, 2007 Commission’s vote

October 16, 2007 Commission’s determinations transmitted to Commerce

! A list of witnesses appearing at the hearing is presented in app. B.

The Original Investigations

On January 10, 2001, a petition was filed with Commerce and the Commission alleging that an
industry in the United States was materially injured by reason of less-than-fair-value (LTFV) imports of
CWLDLP from Japan and Mexico.> On September 11, 2001, Commerce made afinal affirmative
dumping determination with respect to Japan, with margins as follows:

! The product covered by these reviews is certain welded carbon and alloy stedl line pipe, of circular cross section
and with an outside diameter (“O.D.") greater than 16 inches (406.4 mm), but less than 64 inches (1,625.6 mm),
whether or not stenciled. The product is provided for in subheadings 7305.11.10, 7305.11.50, 7305.12.10,
7305.12.50, 7305.19.10, and 7305.19.50 of the Harmonized Tariff Schedule of the United States (“HTS"). A
compl ete description of the imported product subject to review is presented in the section of this report entitled The
Subject Merchandise.

2 The Commission’s notice of institution, notice to conduct full reviews, scheduling notice, and statement on
adequacy appear in app. A and may also be found at the Commission’s web site (internet address www.usitc.gov).
Commissioners’ votes on whether to conduct expedited or full reviews may also be found at the web site.

® The petition was filed by Berg Steel Pipe Corp. (“Berg’), Panama City, FL; American Steel Pipe Division of
American Cast Iron Pipe Co. (“*American™), Birmingham, AL; and Stupp Corp. (“Stupp”), Baton Rouge, LA.
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M anufacturer/producer/exporter Welighted-average margin (percent)*

Nippon Steel Corporation . .. ..ot it e e e e e 30.80
Kawasaki Steel Corporation . ... e e e e e 30.80
Al OtNErS . 30.80

The Commission made its final affirmative injury determination with respect to Japan on October 26,
2001, and Commerce issued an antidumping duty order on Japan on December 6, 2001.°

On January 4, 2002, Commerce made afinal affirmative dumping determination with respect to
Mexico, with margins as follows:

M anufacturer/producer/exporter Weighted-average margin (percent)®
PM T -TUDACEIO . . o e e et e e e e e e e e e e e e e 49.86
Al Ot NEIS . . o e e 49.86

The Commission made its final affirmative injury determination with respect to Mexico on February 19,
2002, and Commerce issued an antidumping duty order on Mexico on February 27, 20022

Summary Data

U.S. industry data are based on questionnaire responses of seven firms that accounted for the vast
majority of U.S. production of CWLDLP during 2006.° U.S. import data for Mexico are based on official
Commerce statistics and U.S. import data for nonsubject sources are based on official Commerce statistics
asrevised to exclude *** > while U.S. import data for Japan are based on questionnaire data provided by
importers.™ Table|-1 presents asummary of datafrom the original investigations and from these
reviews. Figurel-1shows U.S. imports of CWLDLP from Japan and Mexico since 1998.

“ Notice of Final Determination of Sales at Less than Fair Value: Welded Large Diameter Line Pipe from Japan,
66 FR 47172, September 11, 2001.

® Certain Welded Large Diameter Line Pipe From Japan, 66 FR 55204, November 1, 2001, Antidumping Duty
Order: Welded Large Diameter Line Pipe From Japan, 66 FR 63368, December 6, 2001.

® Notice of Final Determination of Sales at Less than Fair Value: Welded Large Diameter Line Pipe from
Mexico, 67 FR 566, January 4, 2002.

"In June 2002, PMT was liquidated and its assets sold abroad. See “The Industry in Mexico” in Part IV of this
report.

8 Certain Welded Large Diameter Line Pipe From Mexico, 67 FR 8556, February 25, 2002, Antidumping Duty
Order: Welded Large Diameter Line Pipe from Mexico, 67 FR 8937, February 27, 2002.

® U.S. industry data are confidential because of the late submission of SAW Pipes domestic producer
questionnaire response after the issuance of the prehearing staff report (which treated the aggregate U.S. industry
data as public information). Staff contacted SAW Pipes repeatedly to obtain a questionnaire response. Contact
effortsinclude more than 20 telephone calls and 15 pieces of written correspondence. SAW Pipes eventually
provided a partial questionnaire response but without 2001-02 trade and financial data and without any pricing
information. To minimize the impact on the data presented in this report, staff used SAW Pipes’ domestic producer
guestionnaire response, with permission, from the original investigations for partial (January-June) 2001 trade data.

10 This adjustment was also made in the original investigations *** to avoid double-counting. Certain Welded
Large Diameter Line Pipe From Japan and Mexico, Inv. Nos. 731-TA-919 and 920 (Final), INV-Y-214, October 17,
2001, table 1V-1. Seealso 55 FR 23955, June 13, 1990.

1 As discussed in greater detail in the section of this report entitled “ The Subject Merchandise,” the scope of the
subject orders reflects numerous exclusions. Because relatively large volumes of imports from Japan consist of
these excluded products, official Commerce statistics substantially overstate the quantity and value of subject
CWLDLP from Japan.
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Table I-1

CWLDLP: Summary data from the original investigations and the current reviews, 1998-2000 and 2001-06, January-June 2006, and January-June

2007

(Quantity=short tons; Value=$1,000; unit values, unit labor costs,
and unit financial data are per short ton)

[tem

1998

1999

2000

2001

2002

2003

2004

2005

2006

Jan.-June
2006

Jan.-June
2007

U.S. consumption quantity:
Amount

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

Producers’ share®

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

Importer’s share:
Japan*

Mexico!

Subject*

All other countries®

Total imports*

U.S. consumption value:
Amount

Producers’ share!

Importer’s share:
Japan*

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

Mexico!

*k%

Subject*

All other countries®

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

Total imports*

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

*kk

U.S. imports from--
Japan:

Quantity

217,138

141,955

173,062

29,795

3,986

3,376

7,594

25,232

13,198

10,483

7,356

Value

152,754

67,209

78,065

16,549

1,969

1,710

5,030

28,323

13,693

10,880

14,661

Unit value

$703

$473

$451

$555

$494

$507

$662

$1,123

$1,038

$1,038

$1,993

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

CWLDLP: Summary data from the original investigations and the current reviews, 1998-2000 and 2001-06, January-June 2006, and January-June

2007

(Quantity=short tons; Value=$1,000; unit values, unit labor costs,
and unit financial data are per short ton)

item Jan.-June Jan.-June
1998 1999 2000 2001 2002 2003 2004 2005 2006 2006 2007
U.S. imports from--
Mexico:
Quantity 24,553 31,570 217,627 13,265 6,245 8,302 159 35 125 101 0
Value 13,063 14,193 12,615 6,624 4,229 5,486 111 59 190 142 0
Unit value $532 $450 $457 $499 $677 $661 $696 $1,692 $1,518 $1,415 0
Total subject imports--
Quantity 241,691 173,525 200,689 43,060 10,231 11,678 7,753 25,267 13,323 10,584 7,356
Value 165,817 81,402 90,680 23,173 6,198 7,196 5,141 28,382 13,883 11,022 14,661
Unit value $686 $469 $452 $538 $606 $616 $663 $1,123 $1,042 $1,041 $1,993
All other countries:®
Quantity ok hk Hork oxk oxk oxk oxk 422,023 729,575 262,679 827,728
Value ok ek f i rk rk Hx 428,421 753,567 269,889 1,002,845
Unit value Grex Grex Frrx G G Grex Grxx $1,015 $1,033 $1,027 $1,212
All countries:
Quantity hk hk oxk ok oxk ok ok 447,289 742,898 273,262 835,084
Value ok ok f i ek rk xk 456,803 767,449 280,912 1,017,506
Unit value Grox Grwx Grrx G G Grex Grrx $1,021 $1,033 $1,028 $1,218
U.S. producers’--
Capacity quantity 2,371,246 2,333,217 2,317,620 Hork ok oxk ok ok ok ok ok
Production quantity 1,209,835 901,760 320,425 ok i rk ek rk Hkx Hkx ek
Capacity utilization® 51.0 38.6 13.8 oxk ok ok rk ok oxk ok ok

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

CWLDLP: Summary data from the original investigations and the current reviews, 1998-2000 and 2001-06, January-June 2006, and January-June

2007

(Quantity=short tons; Value=$1,000; unit values, unit labor costs,
and unit financial data are per short ton)

Jan.-June Jan.-June
[tem 1998 1999 2000 2001 2002 2003 2004 2005 2006 2006 2007
U.S. shipments:
Quantity 862,663 897,870 312,593 wik rix wx wx rix rx wx rix
Value 568,660 575,557 176,889 ok ok ok ok ok ok ok ok
Unit value $659 $641 $566 Grx i i i G i i i
Ending inventory qty. 97,803 53,662 54,331 hk ok ok oxk oxk ok ok ok
Inventories/total shipments* 8.3 5.6 16.8 i b hid X ok b b Hkx
PRWs 1,318 979 520 ok ok ok ok ok - ok -
Hours worked (1,000 hours) 2,714 1,869 899 ik ik ok ok ok ok ik ik
Productivity (tons/1,000
hours) 445.7 482.4 356.5 wx ok rx wk ok ik
Net sales:
Quantity 1,143,435 967,880 323,850 ok ok ik ok ok ok ok ok
Value 758,831 638,986 189,647 ok Hrk ok woxk ok ok ok il
Unit value $664 $660 $586 e e G G i G G i
Cost of goods sold 676,419 540,980 192,182 ok ok ok oxk oxk ok ok ok
Gross profit or (loss) 82,412 98,006 (2,535) ok ok ok ok work ok fl ok
SG&A expenses 25,662 35,852 19,663 ok ok ok ok ok ik ok ok
Operating income or (loss) 56,750 62,154 (22,198) ok i i hd i i xk ok
Unit cost of goods sold $592 $559 $593 Frxx Frxx Grxx Frwx Frwx G G Grex
Unit operating income or
(loss) $49 $64 ($68) Grex G e G i o i i
Cost of goods sold/sales* 89.1 84.7 101.3 ik ik ok ok ik ik ik ok
Operating income or
(loss)/sales* 75 9.7 (11.7) o — - ok - o — ok

Table continued on next page.




Table I-1--Continued
CWLDLP: Summary data from the original investigations and the current reviews, 1998-2000 and
2001-06, January-June 2006, and January-June 2007

Y In percent.

2 | ess than 0.05 percent.

® Imports from Mexico in 2001 were largely from producer ** which was ***. As a result, data on imports from Mexico in 2001, which are
based on official import statistics, are greater than the reported 2001 Mexican exports of CWLDLP to the United States presented in part IV
of this report.

* Not applicable.

% U.S. import data for all other sources have been adjusted to exclude imports from *** of cut-to-length plate by *** that were ***,

Note.-Because of rounding, figures may not add to the totals shown. One domestic producer, SAW Pipes, that was included in data from
the original investigations and that accounted for *** percent of total CWLDLP production in 2000, did not provide complete data for 2001
and 2002. Data for January-June 2001 collected in the original investigations were used for U.S. industry data to reduce distortion in trends
whereas such data were not used for that purpose in the financial data. Accordingly, domestic producer industry data are understated for
July-December 2001 and full year 2002. For this reason, comparisons of 2001-02 data with other years in the review period should be
made with caution.

Source: Data from the original investigations (1998-2000) were taken from Certain Welded Large Diameter Line Pipe from Japan and
Mexico, Inv. No. 731-TA-919 and 920 (Review), confidential staff report, INV-Y-214, October 17, 2001, Table C-1. Data for the current
reviews, 2001-06, were compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.

Figure I-1
CWLDLP: U.S. imports from Japan, Mexico, all other sources, and total imports, 1998-2006,
January-June 2006, and January-June 2007

* * * * * * *

PREVIOUSAND RELATED TITLE VII AND SAFEGUARD INVESTIGATIONS

Welded large diameter line pipe has been the subject of two Commission Title VII investigations.
In addition to the original investigations that form the basis of the current reviews, in 1984, the
Commission conducted antidumping duty investigation No. 731-TA-183 (Preliminary), Large Diameter
Carbon Steel Welded Pipes from Brazl.”> The Commission terminated the final investigation in that case
after the petitioner (Berg Steel Pipe) withdrew its petition.*®

In addition, following receipt of arequest from the Office of the United States Trade
Representative (“USTR”) on June 22, 2001, the Commission instituted investigation No. TA-201-73,
Steel, under section 202 of the Trade Act of 1974* to determine whether certain steel products, including
welded large diameter line pipe, of carbon and alloy (other than stainless) steel, were being imported into
the United States in such increased quantities as to be a substantial cause of seriousinjury, or the threat
thereof, to the domestic industries producing articles like or directly competitive with the imported
article.® On July 26, 2001, the Commission received a resolution adopted by the Committee on Finance
of the U.S. Senate (“ Senate Finance Committee” or “Committee”) requesting that the Commission

2 USITC Publication 1524, May 1984.

13 Large-Diameter Carbon Steel Welded Pipes From Brazl, Termination of investigation, 50 FR 10118, March
13, 1985.

419U.S.C. §2252.

%5 | ngtitution and Scheduling of an Investigation under Section 202 of the Trade Act of 1974 (19 U.S.C. 2252) (the
Act), 66 FR 35267, July 3, 2001.
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investigate certain steel imports under section 201 of the Trade Act of 1974.1° Consistent with the Senate
Finance Committee’ s resolution, the Commission consolidated the investigation requested by the
Committee with the Commission’s previously instituted investigation No. TA-201-73.'” On December
20, 2001, the Commission issued its determinations and remedy recommendations. The Commission
reached an affirmative determination with respect to welded tubular products (including welded large
diameter line pipe) other than oil country tubular goods (“OCTG”).*®

On March 5, 2002, following determinations regarding serious injury or threat of serious injury
by the Commission under section 202 of the Trade Act of 1974, 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 for which the Commission made
affirmative determinations or was evenly divided. Presidential Proclamation 7529 implemented the
safeguard measures, principally in the form of tariffs and tariff-rate quotas, effective March 20, 2002, for
aperiod of three years and one day. Import relief relating to welded tubular products (other than OCTG)
consisted of an additional tariff of 15 percent ad valorem on importsin the first year, 12 percent in the
second year, and 9 percent in the third year.” ?° 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 safeguard measures applied to imports of subject steel products from all countries except
Canada, Israel, Jordan, and Mexico, which had entered into free trade agreements with the United States,
and most devel oping countries that were members of the World Trade Organization.?? The President’s
initial proclamation also excluded numerous specific products from the measures, and was followed by
subsequent additional exclusions.

®19U.S.C. §2251.

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

8 Sedl; Import Investigations, 66 FR 67304, December 28, 2001.

1° Presidential Proclamation 7529 of March 5, 2002, To Facilitate Positive Adjustment to Competition From
Imports of Certain Steel Products, 67 FR 10553, March 7, 2002.

% The increased duties were reduced from 15 percent to 12 percent on March 20, 2003.
2! The Department of Commerce published regulations establishing such a system on December 31, 2002.

2 Safeguard measures were not applied to imports from the following countries: Albania, Angola, Antigua and
Barbuda, Argentina, Bahrain, Bangladesh, Barbados, Belize, Benin, Bolivia, Botswana, Bulgaria, Burkina Faso,
Burundi, Cameroon, Central African Republic, Chad, Chile, Colombia, Congo (Brazzaville), Congo (Kinshasa),
Costa Rica, Cote d’Ivoire, 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.

In addition, safeguard measures were applied to certain products, but not welded pipe, from the following
countries: Brazil, India, Moldova, Romania, Turkey, and Venezuela. Imports of welded pipe from Thailand,
however, were subject to the U.S. safeguard measures, notwithstanding that country’s designation as a developing
country WTO member.
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On September 19, 2003, the Commission submitted a mid-term report to the President and the
Congress on the results of its monitoring of developmentsin the steel industry, as required by section
204(a)(2) of the Trade Act of 1974.2 The Commission’s monitoring report noted that, since the
safeguard measures were instituted, the U.S. industry producing certain carbon and alloy welded pipe and
tube had increased its market share to 62.9 percent from 57.3 percent, that the total quantity of imports
from subject sources had declined, and that demand for welded pipe and tube during the relief period also
had declined. The review aso noted that because of declining demand, the industry’ s output-related
indicators were mixed.?*

On December 4, 2003, President Bush terminated the U.S. measure with respect to increased
tariffs, following receipt of the Commission’s mid-point monitoring report in September 2003, and after
seeking information from the U.S. Secretary of Commerce and U.S. Secretary of Labor, having
determined that the effectiveness of the action taken had been impaired by changed circumstances.®
Import licensing, however, remained in place through March 21, 2005, and continues in modified form at
thistime.?®

On March 21, 2005, the Commission instituted an investigation under section 204(d) of the Trade
Act of 1974 for the purpose of evaluating the effectiveness of the relief action imposed by the President
on imports of certain steel products. The Commission’s report on the eval uation was transmitted to the
President and the Congress on September 19, 2005.%”

STATUTORY CRITERIA AND ORGANIZATION OF THE REPORT
Statutory Criteria

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

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

(1) IN GENERAL.-- . . . the Commission shall determine whether revocation of
an order, or termination of a suspended investigation, would be likely to lead to
continuation or recurrence of material injury within a reasonably foreseeable time. The
Commission shall consider the likely volume, price effect, and impact of imports of the

% Jed: Monitoring Developmentsin the Domestic Industry, Inv. No. TA-204-9, USITC Publication 3632,
September 2003.

2 |bid. at Volume , p. xvi.

% Presidential Proclamation 7741 of December 4, 2003, To Provide for the Termination of Action Taken With
Regard to Imports of Certain Seel Products, 68 FR 68483, December 8, 2003.

% Proclamation 7741 terminated the tariff-rate quota 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, Commerce published an interim final
rule to implement a replacement program for the period beyond March 21, 2005. Seel Import Monitoring and
Analysis System, 70 FR 12133, March 11, 2005. On December 5, 2005, Commerce published itsfinal rule. Steel
Import Monitoring and Analysis System, 70 FR 72373, December 5, 2005.

% Geel: Evaluation of the Effectiveness of Import Relief, Inv. No. TA-204-12, USITC Publication 3797,
September 2005.
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subject merchandise on the industry if the order isrevoked or the suspended investigation
isterminated. The Commission shall take into account--

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

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

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

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

(2) VOLUME.--In evaluating the likely volume of imports of the subject
merchandise if the order isrevoked or the suspended investigation is terminated, the
Commission shall consider whether the likely volume of imports of the subject
mer chandise would be significant if the order isrevoked or the suspended investigation is
terminated, either in absolute terms or relative to production or consumption in the
United Sates. In so doing, the Commission shall consider all relevant economic factors,
including--

(A) any likely increase in production capacity or existing unused
production capacity in the exporting country,

(B) existing inventories of the subject merchandise, or likely
increases in inventories,

(C) the existence of barriersto the importation of such
merchandise into countries other than the United Sates, and

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

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

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

United States at prices that otherwise would have a significant

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

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

(A) likely declinesin output, sales, market share, profits,
productivity, return on investments, and utilization of capacity,

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

(C) likely negative effects on the existing development and

production efforts of the industry, including efforts to develop a

derivative or more advanced version of the domestic like product.
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The Commission shall evaluate all such relevant economic factors. . . within the context
of the business cycle and the conditions of competition that are distinctive to the affected
industry.

Section 752(a)(6) of the Act states further that in making its determination, “the Commission may
consider the magnitude of the margin of dumping or the magnitude of the net countervailable subsidy.”

Organization of the Report

Information obtained during the course of the reviews that relates to the above factorsis
presented throughout this report. A summary of data collected in the reviews is presented in appendix
C.”® Responses by U.S. producers, importers, and purchasers of CWLDLP and producers of CWLDLPin
Japan and Mexico to a series of questions concerning the significance of the existing antidumping duty
orders and the likely effects of revocation are presented in appendix D. Comments by U.S. producers,
importers, and purchasers of CWLDLP regarding the comparability of electric resistance welded and
submerged arc welded CWLDLP and the comparability of helical welded and longitudina welded
CWLDLP are presented in appendix E. Additional dataon U.S. producers’ shipments of CWLDLP by
grade, size, and wall thickness are presented in appendix F. Additional information on production and
shipments of CWLDLP by producers in Japan and Mexico is presented in appendix G.

COMMERCE'SREVIEWS
Administrative Reviews
Commerce has completed no administrative reviews of the subject orders.
Commerce' s Results of Expedited Five-Year Reviews

On March 8, 2007, Commerce found that revocation of the antidumping duty order on CWLDLP
from Japan would likely lead to continuation or recurrence of dumping with margins as follows:

M anuf acturer/producer/exporter Weighted-average margin (percent)®
Nippon Steel Corporation .. ... ...t e e e 30.80
Kawasaki Steel Corporation . ....... .ot e e e 30.80
Al OIS .o 30.80

% Appendix C contains tables depicting the data separated by method of manufacture (table C-1 shows data
related to CWLDLP; table C-2 shows data related to CWLDLP produced by the ERW production method; table C-3
shows data related to CWLDLP produced by the SAW method; table C-4 shows data related to CWLDLP produced
by the L SAW method; and table C-5 shows data related to CWLDLP produced by the HSAW method).

® Certain Welded Large Diameter Line Pipe from Japan and Mexico: Notice of Final Results of Five-year
(“ Sunset” ) Reviews of Antidumping Duty Orders, 72 FR 10498, March 8, 2007.
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On the same date, Commerce found that revocation of the antidumping duty order on CWLDLP from
Mexico would likely lead to continuation or recurrence of dumping with margins as follows:

M anufacturer/producer/exporter Weighted-average margin (per cent)*®
PMT-TUDBCEIO . . ..ttt e e e e e 49.86
Al OthErS . 49.86

Commerce has not issued a duty absorption determination with respect to these orders.
Commer ce's Changed Circumstances Reviews

Commerce completed two changed circumstances reviews on the antidumping duty order on
subject imports from Japan. In the first changed circumstances review, the U.S. importer requested, and
having received no comments from domestic parties opposing the partial revocation of the order,
Commerce made an affirmative determination, that the order on imports from Japan be revoked with
respect to imports meeting the following specifications and sizes: in American Petroleum Institute
(“API™) grades X-80 or above, having an outside diameter of 48 inches to and including 52 inches, and
with awall thickness of 0.90 inch or more; and, in API grades X-100 or above, having an outside
diameter of 48 inchesto and including 52 inches, and with awall thickness of 0.54 inch or more.® In the
second changed circumstances review, U.S. importer BP America requested an exclusion and the
domestic interested parties consented to the request.®* Therefore Commerce made an affirmative
determination, that large diameter line pipe with an API grade X-80 having an outside diameter of 21
inches and wall thickness of 0.625 inch or more be excluded from the order on Japan.®

DISTRIBUTION OF CONTINUED DUMPING AND SUBSIDY OFFSET ACT FUNDS

The Continued Dumping and Subsidy Offset Act of 2000 (“CDSOA") (also known as the Byrd
Amendment) provides that assessed duties received pursuant to antidumping or countervailing duty
orders must be distributed to affected domestic producers for certain qualifying expenditures that these
producers incur after the issuance of such orders.* During the review period, qualified U.S. producers of
CWLDLP were eligible to receive disbursements from the U.S. Customs and Border Protection
(“Customs”) under CDSOA relating to the two antidumping duty orders on the subject merchandise
beginning in Federal fiscal year 2002.* Tables|-2 and I-3 present CDSOA disbursements and claims for
Federal fiscal years (October 1-September 30) 2002-06, by source and by firm, respectively.

¥ 1bid.

3 Certain Welded Large Diameter Line Pipe from Japan: Final Results of Changed Circumstances Review, 67
FR 64870, October 22, 2002.

% American, Berg, and Stupp filed aletter with Commerce on May 21, 2002, fully consenting to the exclusion of
these sizes from the antidumping duty order on imports from Japan. lbid.

* Final Results of Changed Circumstances Review: Certain Welded Large Diameter Line Pipe from Japan, 71
FR 62584, October 26, 2006.

# Section 754 of the Tariff Act of 1930, as amended (19 U.S.C. § 1675c) (repealed 2006).
%19 CFR 159.64 ().

[-11



Table I-2

CWLDLP: CDSOA disbursements, by source, Federal fiscal years 2002-06

Federal fiscal year

Source 2002 2003 2004 | 2005 2006
Disbursements ($1,000)
Japan 0 1,331 64 732 2,276
Mexico 0 0 0 0 0
Total 0 1,331 64 732 2,276
Source: U.S. Customs and Border Protection’s CDSOA Annual Reports. Retrieved from
www.cbp.gov/xp/cgov/import/add cvd.
Table |-3
CWLDLP: CDSOA disbursements, by firm, and total claims, Federal fiscal years 2002-06
Federal fiscal year
Firm 2002 2003 2004 | 2005 2006
Disbursements ($1,000)
American Steel Pipe 0 259 15 198 582
Berg Steel Pipe Corp. 0 485 24 261 922
Stupp Corp. 0 508 23 250 697
U.S. Steel 0 79 3 23 74
Total 0 1,331 64 732 2,276
Claims ($1,000)
Total 12,818 570,597 | 422,095 | 1,395,557 1,130,645

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

Source: U.S. Customs and Border Protection’s CDSOA Annual Reports. Retrieved from
www.cbp.gov/xp/cgov/import/add cvd.

Commerce has defined the imported product subject to the scope of these reviews as:

THE SUBJECT MERCHANDISE

Commer ce's Scope

... certain welded carbon and alloy line pipe, of circular cross section
and with an outside diameter greater than 16 inches, but less than 64
inches, in diameter, whether or not stenciled. This product is normally

produced according to American Petroleum Institute (“ API")
specifications, including grades A25, A, B, and X grades ranging from X-

42 to X-80, but can also be produced to other specifications.

Foecifically not included within the scope of these investigationsis
American Water Works Association (“ AWWA” ) specification water and
sewage pipe and the following size/grade combinations of line pipe:
Having an outside diameter greater than or equal to 18 inches
and less than or equal to 22 inches, with a wall thickness

measuring 0.750 inch or greater, regardless of grade.
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. Having an outside diameter greater than or equal to 24 inches
and less than 30 inches, with wall thickness measuring greater
than 0.875 inchesin grades A, B, and X-42, with wall thickness
measuring greater than 0.750 inches in grades X-52 through X-
56, and with wall thickness measuring greater than 0.688 inches
in grades X-60 or greater.

. Having an outside diameter greater than or equal to 30 inches
and less than 36 inches, with wall thickness measuring greater
than 1.250 inchesin grades A, B, and X-42, with wall thickness
measuring greater than 1.000 inches in grades X-52 through X-
56, and with wall thickness measuring greater than 0.875 inches
in grades X-60 or greater.

. Having an outside diameter greater than or equal to 36 inches
and less than 42 inches, with wall thickness measuring greater
than 1.375 inchesin grades A, B, and X-42, with wall thickness
measuring greater than 1.250 inches in grades X-52 through X-
56, and with wall thickness measuring greater than 1.125 inches
in grades X-60 or greater.

. Having an outside diameter greater than or equal to 42 inches
and less than 64 inches, with a wall thickness measuring greater
than 1.500 inchesin grades A, B, and X-42, with wall thickness
measuring greater than 1.375 inches in grades X-52 through X-
56, and with wall thicknesses measuring greater than 1.250
inches in grades X-60 or greater.

. Having an outside diameter equal to 48 inches, with a wall
thickness measuring 1.0 inch or greater, in grades X-80 or
greater.

. Having an outside diameter of 48 inches to and including 52

inches, and with a wall thickness of 0.90 inch or morein grade
X-80- applicable to imports from Japan only.

. Having an outside diameter of 48 inches to and including 52
inches, and with a wall thickness of 0.54 inch or morein grade
X-100- applicable to imports from Japan only.*

U.S. Tariff Treatment

Subject CWLDLP is currently covered by statistical reporting numbers 7305.11.1030,
7305.11.1060, 7305.11.5000, 7305.12.1030, 7305.12.1060, 7305.12.5000, 7305.19.1030, 7305.19.1060,
and 7305.19.5000 of the Harmonized Tariff Schedule of the United States (“HTS’).* CWLDLP enters
the United States free of duty under column 1, or at a column 2 rate of 5.5 to 10 percent.

% |n addition, on October 26, 2006, Commerce determined that large diameter line pipe of an API grade of X-80,
with an outside diameter of 21 inches and wall thickness of 0.625 inches was excluded from the scope of the
antidumping duty order on CWLDLP from Japan. Certain Welded Large Diameter Line Pipe from Japan and
Mexico: Notice of Final Results of Five-year (* Sunset” ) Reviews of Antidumping Duty Orders, 72 FR 10498, March
8, 2007.

% The HTS numbers are provided for convenience and customs purposes. The written description of the
merchandise covered by the ordersis dispositive.
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THE DOMESTIC LIKE PRODUCT
Description and Applications®

Steel pipes and tubes are made in circular, rectangular, or other cross sections and can be divided
into two general categories according to the method of manufacture —welded or seamless.® AlSI has
defined six end-use categories: line pipe, standard pipe, structural pipe and tubing, mechanical tubing,
pressure tubing, and OCTG.* AlSI specifically defines line pipe as follows:

Line pipe— Used for transportation of gas, oil or water generally in a
pipeline or utility distribution system. It is produced to American
Petroleum Institute (API) and American Water Works Association
(AWWA) specifications.”

The API designates standards for different classes and grades of line pipe according to types,
sizes, and strengths. API specification 5L provides standards for “pipe suitable for usein conveying gas,
water, and oil in both the oil and natural gasindustries.”* CWLDLP s line pipe with an outside diameter
greater than 16 inches but less than 64 inches (excluding water pipe as specified by the AWWA and
certain size/grade combinations of line pipe).

CWLDLP isproduced by one of two major manufacturing methods. The first method,
submerged arc welding (* SAW”), encompasses both helical (or spiral) welding (“HSAW”) and
longitudinal welding (“LSAW”). The second method is electric resistance welding (“ERW”). These
manufacturing methods all use high strength low alloy steels but differ in several respects. First, HSAW
and ERW pipe are both made from steel coils whereas LSAW is made from steel plates.”® Because of the
helical wrap of the steel HSAW pipe size is hot limited by the coil width and is generally used for larger
diameter projects. ERW islimited by the coil width and is accordingly suitable for thinner walled and
smaller diameter pipes.* The manufacturing of HSAW and ERW is a continuous forming processthat is
completed in one step versus the multi-step, piece-by-piece production of LSAW. HSAW and ERW pipe
are generally used in less demanding applications, while LSAW is preferred in more demanding

* The content of this section is largely drawn from the report issued in the original investigations, Certain
Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919, USITC Publication 3464, November 2001, pp.
[-6-1-11.

* Welded pipe is more commonly used to transport liquids at or near atmospheric pressure. Seamless pipeis
more commonly used in demanding applications that require exceptional strength, high pressure containment, and a
great degree of reliability. Ibid., p. I-6.

40 Standard, line, and pressure pipe are generally intended to convey substances and are typically tested and rated
for their ability to withstand internal hydrostatic pressure. Structural pipe and tubing is used for construction and
load-bearing purposes. Mechanical tubing is used in specific mechanical applications typically in the aircraft,
automotive, and furniture industries. lbid., p. 1-6. OCTG are tubular steel products used in oil and gas wells and
include casing, tubing, and drill pipe. Oil Country Tubular Goods From Argentina, Italy, Japan, Korea, and
Mexico, Inv. Nos. 731-TA-711 and 713-716 (Second Review), June 2007, p. 1-26.

4L bid., p. I-6, and Instructions for Reporting Steel Shipment Satistics, AlSI, January 1988.

2 The specification covers seamless and welded steel line pipe. Soecifications for Line Pipe, API Specification
5L, 43 edition, March 2004, p. 1.

43 LSAW pipe is the more traditional form of SAW pipe and can be made with asingle weld (if one steel plateis
used) or double weld (if two steel plates are used).

4 United States Steel, The Making, Shaping and Treating of Steel, 10" Edition, p. 1029.
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applications because of itsweld strength. Typically LSAW isthe more expensive form of CWLDLP.
Each type of CWLDLP isdescribed in greater detail below.

The National Association of Steel Pipe Distributors (“NASPD”) reports that SAW pipeis:

. produced in sizes from 16 inches through 72 inches O.D. and from 0.250 inch through
1.5 inchesin wall thickness;

. used in high pressure gas and oil transmission lines (both onshore and offshore),
structural members, and pipe piles;* and

. purchased by liquid and gas transmission companies, hammer companies, construction

contractors, platform fabricators, and pipe distributors.
According to NASPD, ERW pipeis.

. normally produced in sizes from 2-3/8 inches through 24 inches O.D.;

. primarily used as API line pipe for the transmission of gas and oil, and is aso used for
the transmission of water, under AWWA specifications, as piling and slurry pipeand in
mechanical applications; and

. purchased by oil companies, steel fabricators, piling contractors, dredging contractors,
pipe distributors, and pipe line companies.*

M anufacturing Processes”’

The API 5L specification provides for anumber of line pipe manufacturing processes with and
without filler metal and permits both ERW and SAW processes in all grades and classes of large diameter
line pipe.*® Because of different equipment and procedures, domestic producers manufacture CWLDLP
using either the HSAW, LSAW, or ERW process, but not any two side by side.** However, one of the
four known producers/exportersin Mexico produces the subject products using both SAW and ERW
processes and likewise two of the three known producerg/exporters in Japan use both processes. Table -4
presents available information relating to domestic and foreign producers’ production capabilities.

* |bid., p. 6. NASPD also reports that “(w)ith the development of the SAW process, the production of large hot
rolled coils of sufficient width and the development of dependable non-destructive testing methods, it is now
possible to produce spiral weld pipe for high pressure service.” lbid., p. 7.

4 Tubular Products Manual, NASPD, 1996, pp. 5-7.

4" The content of this section is largely drawn from the report issued in the original investigations, Certain
Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919, USITC Publication 3464, November 2001, pp.
[-7-1-11.

8 Specification for Line Pipe, APl Specification 5L, 42™ edition, January 2000, pp. 5-6, and Specification for
Line Pipe, APl Specification 5L, 43 edition, March 2004, table 1, p. 34.

49 Berg is building anew HSAW mill in Alabamaand U.S. Steel has ajoint venture with Korean pipe producers
SeAH Steedl Corp. and POSCO Ltd., to construct an HSAW manufacturing facility in Pittsburg, California.
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Table 1-4
CWLDLP: Producers’ production process and capabilities, by country and specifications

APl line pipe
Country and Production Size Wall thickness Length specifications/
firm process (inches O.D.) (inches) (feet) grades
UNITED STATES:
American ERW rokk Fkk rkk 5L B through X-80-PSL 2
B, X-42, X-52, X-56, X-
Berg LSAW i rxx rxk 60, X-65, X-70, X-80*
Camp-Hill/U.S. 5L B, X-42, X-46, X-52,
Steel? ERW o il ik X-56, X-65, X-70
X-42 to X-80, PSL 1 and
Dura-Bond LSAW xxK rxx *xE PSL 2
Oregon HSAW il *xx il API 5L B to X-80°
SAW Pipes LSAW i il ik API 5L B to X-80*
API-5L, all grades
Stupp ERW xxK rxx rxx through X-80°
JAPAN:
ERW Fxx Foxk xxk 5L B to X-100
JFE Steel LSAW i rxx il 5L B to X-100
LSAW il *xx il 5L B to X-80
Nippon ERW i *xx bl 5L B to X-70
Sumitomo LSAW xkk rxx rxk A 25 to X-120
MEXICO:
ERW ol *xk bl 5L A to 5L X-80
Tubacero LSAW rxx rxk xxk 5L Ato 5L X-80
Tuberia
Laguna ERW rxx il il 5L B to X-52
Tuberias
Procarsa ERW Fkk ok ok 5L B to X-65
Tubesa HSAW *xx rxx il 5L B to X-65

! Berg also produces pipe to ASTM standards.

2 During the review period, the subject products were produced for U.S. Steel under a toll processing
agreement with Camp-Hill Corp. in McKeesport, PA.

3 Oregon also produces pipe to ASTM A252 standards.

4 SAW Pipes also produces pipe in ASTM A252 grades 2 and 3.

® Stupp also produces pipe to ASTM, ASME, and AWWA standards.

Source: Compiled from data submitted in response to Commission questionnaires.
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Pipe manufacturing refers to how the individual pieces of pipe are made in a pipe mill; it does not
refer to how the pieces are connected in the field to form a continuous pipeline. Each piece of pipe
produced by a pipe mill is called ajoint or alength (regardless of its measured length). In some cases,
pipeis shipped to the pipeline construction site as a “double joint,” where two pieces of pipe are pre-
welded together to save time.>®

CWLDLP s produced from steel of weldable quality. Carbon and alloy steels™ are the most
common materials used because of their high strength and moderate costs. All CWLDLP production
includes forming, welding, and finishing operations but the details of these steps differ by production

method as described below.
SAW Pipe

The API 5L specification provides for anumber of SAW pipes asfollows:

(1) Helical SAW pipe (“HSAW”) — Pipe that has one helical seam produced by the automatic
SAW process. (Thistype of pipeisaso known as spiral weld pipe).

(2) Longitudinal SAW pipe (“LSAW?”") — Pipe that has one longitudinal seam produced by the
automatic SAW process. At least one pass shall be on the inside and at least one pass shall be on
the outside.

(3) Double seam SAW pipe (“DSAW") — Pipe that has two longitudinal seams produced by the
automatic SAW process.*

Forming stage

HSAW pipe is produced by a process of spiral welding in which a coiled stedl strip isloaded on
the decailer of the spiral pipe machine. The strip is straightened and edges are milled to the desired joint
geometry. The strip is guided into aforming station, where it is formed to produce acylindrical hollow
body at a predetermined forming angle, ensuring a proper welding gap between the abutting edges.
Inside, and later, outside welding is performed by an automatic submerged arc process.>

LSAW and DSAW pipes are produced from cut-to-length steel plate. Each individual plate
proceeds through various steps including (a) shearing and edge planing to ensure that the plate is flat and

% GE Energy, “The Four Methods of Manufacturing Pipes,” found at http://www.gepower.com/prod_serv/serv/
pipeline/en/about_pipelines/pipe_mfg.htm, retrieved August 23, 2007.

! The AISI defines carbon steels as all ferrous materials other than alloy and stainless steel which are usefully
malleable and which contain by weight 2 percent or less of carbon. Small quantities of certain residual elements,
such as copper and nickel, are considered asincidental. It defines alloy steels as steels which do not comply with the
definition of stainless steel and contain specific shares, by weight, of avariety of elementsincluding aluminum,
boron, chromium, cobalt, copper, lead, manganese, molybdenum, nickel, niobium, and silicon. These elements serve
to improve the hardenability and toughness of the steel. It further defines stainless steels as alloy steels containing
by weight 1.2 percent or less of carbon and 10.5 percent or more of chromium with a minimum of 50 percent of iron.
Instructions for Reporting Seel Shipment Satistics, AlSI, January 1988.

52 pecification for Line Pipe, APl Specification 5L, 43" edition, March 2004, p. 7.

%8 The spiral weld forming process allows large diameter pipe to be produced from narrower plates. Crescent
Steel and Allied Product Ltd., found at http://www.crescent.com.pk/spiral welded steel pipes.htm, retrieved June
13, 2007.
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aligned so that the two edges of the steel plate are parallel and square with the ends, (b) crimping or
bending of the plate edges in order to avoid a flat surface along the seam of the pipe, and (c) bending the
plate to the desired form.

The two primary methods of shaping line pipe in the SAW process are the pyramid rolling and
the U-O-E methods. The pyramid rolling machine consists of an elongated three-roll bending apparatus
with the two bottom rolls fixed and the top roll movable along avertical plane. The steel plate movesinto
position beneath the top roll and, through the proper combination of force and counterpressure, is shaped
into a cylinder around the top roll. The edges of the pipe are formed by a continuous crimping machine,
which prepares the edges for welding. When this is accomplished, the pipe is welded along the joint axis.
Finaly, the pipe is sized to ensure that it meets specifications on roundness and diameter at the ends. The
sizing machine consists of atop and bottom roll shaped to the desired configuration of the pipe. Pressure
isapplied on the top roll to exert aforce on the pipe asit is passed between the two rolls.

In the U-O-E method, the plate is crimped by bending the edges upward; it then enters the U-
press, where adie bendsit into a“U” shape. Next, the“U” enters the O-press, where the walls of the “U”
are forced together, resulting in an “O” shaped pipe. The pipe isthen welded along thejoint axis. In
order to round the pipe and to ensure proper yield strength (which may be reduced in the O-press), two
methods of expansion are utilized, mechanical and hydraulic. In the mechanical expander, the pipeis
moved over a head mechanism with symmetrical segments that can exert force on the inside of the pipe,
thereby causing it to expand. In the hydraulic expander, the pipeis closed at both ends, filled with water
and then pressurized. Under high pressure, the pipe expands to fill outside dies of the desired size. The
pipeisthen tested and inspected.

SAW pipe (other than HSAW) iswelded with the metal edges heated with an electric arc between
the edges and a consumabl e el ectrode or el ectrodes which provide the filler metal. The weld is blanketed
by ashield of granular, fusible flux to protect the hot weld from chemically reacting with the surrounding
air. Pipesusually are welded on both the outside and the inside of the same seam.

Following the welding process, the scaly deposit left from the flux must be scraped away and the
pipe cleaned. The weld isthen inspected to correct any defects. Specific heat treatments can be
performed to achieve the desired physical properties for the weld section.

Sizing or expanding, testing, and finishing stage

Subsequent to the welding stage, the final diameter for the pipe is obtained by means of a
hydraulic press that forces the pipe shell against an outside retaining jacket. Alternatively, expansion can
also be achieved mechanically by inserting amandrel inside the pipe. Following this stage, the pipe may
be subject to various tests including hydrostatic testing and X-ray examination of the weld in order to
detect any defects and, if necessary, would undergo finishing of the pipe ends including beveling. Figure
1-2 illustrates the SAW manufacturing process.
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Figure I-2

CWLDLP: SAW manufacturing process
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ERW Pipe

ERW pipeisformed from hot-rolled coil produced on a hot-strip mill. The forming stage of
ERW pipe begins with a single-width strip, sometimes referred to as “skelp.” The width of the strip is
equal to the perimeter of the pipe to be welded but the edges may be sheared to pre-specified widths. The
lead end of each coil is squared for threading into the mill. The cold strip is continuously formed into a
circular shape by shaped rolls. Inthe welding stage, the as-yet unwelded pipe is heated by electric
resistance or electric induction to the desired temperature, then the formed edges are mechanically pressed
together to form a seam. Thiswelding process does not need afiller metal. Instead, the welding pressure
causes some of the metal to be squeezed from the joint, forming a bead of metal on the inside and the
outside of the tube. This bead, or welding flash, is usually trimmed from both the inside and the outside
surfaces. Operators examine and adjust the weld parameters, including temperature and inside and
outside diameters through computerized monitors during this stage.® The pipeisthen cut to length and
fina testing and finishing are highly similar to those of the SAW production process. Figure 1-3
illustrates the ERW manufacturing process.

Marketing

Commercial sales of CWLDLP are made to end users as well asto distributors. CWLDLPis
sold to distributors that supply pipe for repair and maintenance of existing pipelines, and pipe for non-
contract gas transmission companies, contractors, fabricators, and other distributors. End users of
CWLDLP include oil and gas companies that purchase pipe for pipeline projects.®® Table I-5 presents
dataon U.S. producers’ and importers’ shipments of CWLDLP by channel of distribution. Both U.S.
producers’ and importers shipments of CWLDLP are predominantly to end users.

Table I-5
CWLDLP: U.S. producers’ and U.S. importers’ channels of distribution, 2001-06, January-June
2006, and January-June 2007

Calendar year Jan.-June
Item 2001 2002 2003 2004 | 2005 | 2006 2006 2007
Share (percent)

Share of U.S. producers’ U.S. shipments--
To distributors i *ohk i *kk *xk okk *xk *okk

To end users bkl ok *kk ok i ok Kk Xk

Share of U.S. importers’ U.S. shipments--
To distributors 13.7 20.7 13.1 4.4 20.5 9.5 13.4 8.8
To end users 86.3 79.3 86.9 95.6 79.5 90.5 86.6 91.2

Source: Compiled from data submitted in response to Commission domestic producer and importer
guestionnaires.

5 “ American,” American Seel Pipe, ASP-11/02-2M, Manufacturing, pp. 1-7-1-9.

% Certain Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464,
November 2001, |-15.
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Figure I-3
CWLDLP: ERW manufacturing process
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DOMESTIC LIKE PRODUCT ISSUES

The Commission’s decision regarding the appropriate domestic products that are “like” the
subject imported products is based on a number of factorsincluding (1) physical characteristics and uses;
(2) common manufacturing facilities, production processes, and production employees; (3)
interchangeability; (4) customer and producer perceptions; (5) channels of distribution; and, where
appropriate, (6) price.*®

% Appendix E contains comments by U.S. producers, importers, and purchasers regarding the comparability of
ERW and SAW CWLDLP and the comparability of spiral-welded and other longitudinally-welded CWLDLP.

[-21



Initsoriginal determinations, the Commission found the appropriate domestic like product to be
coextensive with Commerce' s scope after examining whether CWLDLP made by the ERW process and
by the SAW process should be treated as separate domestic like products.®” The Commission reached its
finding of asingle like product because both ERW and SAW line pipe are sold through similar channels
of distribution, share the same general physical characteristics, and are used primarily for the same
genera purpose, namely the transmission of oil and gas. The Commission found a moderate degree of
interchangeability between ERW and SAW line pipe and noted that the two products are typically
perceived as meeting overlapping needs in the transmission of oil and gas and in structural applications.
The price differential between the types declined sharply at the end of the period examined. Finaly,
athough ERW and SAW line pipe were found not to share common manufacturing facilities, employees
or methods in the United States, the Commission observed that similar distinctions also exist among
various SAW manufacturing methods, thus blurring the significance of dividing lines with respect to this
factor.®

In response to a question soliciting comments regarding the appropriate domestic like product in
the Commission’ s notice of institution, respondent interested parties urged the Commission to revisit its
prior definition. The Japanese producers advocated dividing the like product into separate categories for
ERW and SAW pipe. They argued that there islittle competitive overlap in the market because ERW line
pipeisusualy smaller than SAW pipe (in terms of outside diameter), customers view them differently,
use them for different applications, and specify which type they require when ordering.*® Two of the
Mexican producers, Tuberia Laguna, S A. de C.V. (“Tuberia Laguna’) and Tuberias Procarsade S.A. de
C.V. (“Procarsa’), argued for a separate like product distinction between ERW and SAW pipe because
ERW and SAW pipe have “significantly different physical characteristics and uses,” “are not generally
interchangeable,” “are sold through different channels of distribution,” customers recognize the
differences between the two types, they are made using different equipment, raw materials and
employees, and the prices are “significantly different.”®® A third Mexican producer, Tubacero, SA. de
C.V. (“Tubacero”), argued for three separate like products, based on the same purported differences listed
above, comprising ERW, LSAW, and HSAW.® In its comments, the Interstate Natural Gas Association
of America (“INGAA”) urged the Commission to find a separate like product for SAW pipe or, in the
aternative, to recognize the product distinctions between ERW and DSAW in its analysis of the
conditions of competition.®> The domestic interested parties did not address thisissue in their comments.

Inits prehearing brief filed in these reviews, the domestic interested parties urged the
Commission once again to define a single domestic like product corresponding to the scope of the
reviews.®® The Japanese respondents, the Mexican respondents, and INGAA did not address the issue in

57 Certain Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464,
November 2001, p. 6.

%8 Certain Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464,
November 2001, pp. 9-10.

% Japanese producers’ response to the notice of ingtitution, pp. 13-14.

® Tuberia Laguna s response to the notice of institution, pp. 6-7; Procarsa’ s response, pp. 6-7.

® Tubacero’s response to the notice of institution, pp. 7-8.

2 The Interstate Natural Gas Association of America s response to the notice of institution, pp. 14-15.

% Domestic producers’ public prehearing brief, p. 3. Counsel on behalf of U.S. Steel did not address the issue of
the domestic like product in its prehearing brief.
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their prehearing briefs, nor did any party address the issue at the hearing held in connection with these
reviews or in their posthearing briefs.**

Physical Characteristicsand Uses

In questionnaire responses, U.S. producers, importers, and purchasers of CWLDLP generally
reported that ERW and SAW CWLDLP exhibit overlapping physical characteristics. Both products are
manufactured to the requirements of API specification 5L and share common or similar physical and
metallurgical specifications. Both forms of CWLDLP use high-strength, low-alloy steels. However,
because ERW pipeis made from steel cails, its diameter is limited by available coil widths. SAW pipeis
generally made from steel plates and does not have the same diameter limitations. There is some overlap
inpipesize: thelargest diameter of ERW pipe produced in the United States is 24" (610 mm) while
SAW pipeis made in diameters of 18" (406 mm) and larger. Spiral-welded (or HSAW) pipetypicaly is
manufactured in diameters of 26" (660 mm) and larger. In general, both ERW and SAW CWLDLP are
used primarily for the transmission of oil and gas. ERW pipe is commonly used in onshore or shallow
offshore applications while SAW pipe can be used for high pressure, deepwater, and critical applications.

In questionnaire responses, U.S. producers, importers, and purchasers of CWLDLP indicated that
the general physical characteristics and uses of spiral-welded and longitudinally-welded CWLDLP are
similar, and both are manufactured to the requirements of API specification 5L. Spiral-welded CWLDLP
is made from steel coils and as aresult can be produced in lengths reaching 80 feet. Longitudinally-
welded CWLDLP made from steel platesis limited to 40-foot lengths. Both are used in similar
applications, the transmission of oil and gas. However, offshore applications may require longitudinally-
welded pipe. According to some questionnaire respondents, spiral-welded pipe is more commonly
accepted outside of the United States.

Manufacturing Facilities and Production Employees

In their questionnaire responses, the U.S. producers and importers of CWLDLP described the
manufacturing of ERW and SAW CWLDLP and stated that there is very little interchangeability between
the production equipment used in either process. SAW pipe iswelded by the submerged arc welding
process, which involves two weld passes and requires aflux material. The faster ERW method employs
electric resistance welding to which no filler metal isadded. According to questionnaire respondents, the
ERW production method is faster because it begins with a hot-rolled coil that undergoes a continuous
forming process while SAW production is slower and done in a piece-by-piece process because of joint
length capabilities. Although the forming and welding of these pipes differ, similar processes are used in
the finishing, inspection, and testing of both types. ERW and SAW pipe both require skilled workers,
although one producer stated that SAW production requires a more highly skilled workforce.

Spiral CWLDLP is made from steel coils whereas longitudinal CWLDLP is made from steel
plates. Both types have full-penetration welds, require filler metal during the welding process, and
undergo the same testing. In the spiral process, the coiled stedl strip is passed through roller-bending
machinery that wraps the strip to form a cylindrical pipe. In some spira processes, atack weld® is
applied, whilein other processes, the pipe proceeds immediately into the submerged arc weld without the
benefit of tack-welding. The weld seamis closed using SAW techniques similar to those used for DSAW

® However, the Japanese respondent interested parties did assert that the increased acceptance of HSAW pipe has
fundamentally changed the conditions of competition. Japanese respondent interested parties’ public posthearing
brief, p. 9.

& A tack weld is used for holding metal partsin position temporarily and is made by welding at isolated points.
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pipe. At least one submerged arc welding pass is made on the inside of the pipe, and at least one passis
made on the outside surface of the pipe. Spiral-welded pipe has alarger amount of weld areathan a
longitudinal ly-welded pipe.

In the longitudinal process, the single steel plate is formed into rounds. The opening is tack-
welded closed and then the final weld closure is made using submerged-arc welding methods. In this
welding method, at |east one submerged arc welding pass is made on the inside of the pipe, and at |east
one pass is made on the outside surface of the pipe. The metal from the outside pass fuses through the
deposited tack weld and into the metal deposited during the inside pass, thus creating a full-penetration
weld.

Inter changeability

In commenting on the interchangeability of ERW and SAW CWLDLP, U.S. producers,
importers, and purchasers stated that they are largely interchangeable where they overlap in size and
pressure ranges. According to respondents who commented on this factor, SAW can be used in most
ERW applications and ERW users will accept SAW. However, some SAW users will not accept ERW,
becauseit is deemed less reliable in critical applications. One producer commented that because of its
more economical manufacturing, ERW is preferred within the overlapping dimensions up to 24". Both
products are used in pipeline product conveyance and structural/building applications. Several
respondents reported that ERW and SAW pipe do not typically compete with each other directly, because
thereisvery little size overlap, but that they complement one another because of their size differences.

U.S. producers', importers’, and purchasers comments on the interchangeability of spiral- and
longitudinally-welded pipe echoed those made regarding ERW and SAW pipe. According to
respondents, where the types overlap for a given diameter, wall thickness and grade, there can be broad
interchangeability. Still, longitudinally-welded pipeis preferred over spiral pipe for certain offshore
applications and sour service requirements.®® One importer stated that some customers believe that spiral-
welded pipe has less weld seam toughness than longitudinally-welded pipe. Another remarked that
spiral-welded pipe is gaining wider acceptance for severe conditions.

Customer and Producer Perceptions

In commenting on customer and producer perceptions, U.S. producers, importers, and purchasers
stated that there are essentially no differences in sales and marketing practices between ERW and SAW
CWLDLP. ERW istypically priced lower than SAW because of itslower cost of production. According
to respondents, customer perceptions are based on specific weld quality and SAW is perceived as being of
higher quality and stronger than ERW, and thus is more desirable for high-pressure and offshore
applications. Customers perceive ERW as more readily available but less reliable with respect to weld
toughness and therefore better suited to lower-pressure onshore and/or shallow-water applications.

In commenting on customer and producer perceptions, U.S. producers, importers, and purchasers
stated that longitudinally-welded pipe iswidely considered to be more reliable and of a higher quality
than spiral-welded pipe. In part this perception stems from the inherent potential for geometric variation
in spiral-welded pipe. For these reasons, longitudinally-welded pipe enjoys greater acceptance and is
preferred for critical service applications wherereliability is essential. According to respondents,
customers that use pipe for piling fear that spiral-welded pipe will break at the weld seam when it is

% Sour service requirements are those where hydrogen sulfide (H,S) is present. When H,S reacts with carbon
stedl, corrosion of the carbon steel pipe can occur. “Recommended Practice for Sour-Service Piping Components,”
Pipeline Research Council International, found at http://www.prci.com/publications/L 51789e.cfm, retrieved June
29, 2007.
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driven into the ground. However, spiral-welded pipe reportedly is gaining acceptance among consumers,
in part because of the lower price (resulting from the lower-cost steel coil input and the continuous
production process). According to purchasers, spiral-welded CWLDLP was not previously marketed in
the United States for gas pipeline use, because domestic mills did not make the product. Until recently,
longitudinally-welded pipe was the only domestic choice available. Recently, spiral-welded pipe has
achieved acceptance in onshore applications, but offshore use of spiral-welded pipeis currently very
limited.

Channels of Distribution

U.S. producers and importers reported that distribution channels are the same for ERW and SAW
pipe. Both types of CWLDLP are marketed directly to end users and also sold through distributors. Sales
that are made directly to end users usually are project-related or sales of non-standard line pipe.
Distributors also purchase ERW and SAW line pipe in the larger quantities required by the sted millsand
break them into the smaller lots required by some end users. Some distributors handle only a specific
pipe product; some cater to the oil and gas market, and still others serve the structural and building
market. Distributors typically maintain inventory for sales of small quantities of pipe and sometimes
maintain stocking programs for end users. Both ERW and SAW pipe are sold to the same customers for
the same applications. Table |-6 presents data on U.S. shipments of ERW and SAW CWLDLP by
channel of distribution.

Table I-6
CWLDLP: U.S. producers’ channels of distribution, by weld type, 2001-06, January-June 2006, and
January-June 2007

Responding producers and importers characterized the channels of distribution of spiral-welded
and longitudinally-welded CWLDLP as being essentially identical, though longitudinally-welded
CWLDLP was characterized as more project-oriented and usually sold directly to end users. Both types of
CWLDLP are sold primarily to end users. Aswith ERW and SAW pipe, salesto end users are usually for
aspecific project. In general, however, both types of line pipe reportedly are sold to the same customers
for the same applicationsin the United States. There were no sales of domestically produced spiral-welded
CWLDLP prior to 2007.

Price

In commenting on the pricing of ERW and SAW CWLDLP, U.S. producers, importers, and
purchasers reported that ERW line pipeistypicaly priced lower than SAW line pipe. The lower pricing of
ERW is attributed to the lower price of steel coils versus steel plate, fewer length restrictions, and the
faster production speed, thus making its manufacture less expensive. Though ERW typically is priced
lower than SAW, its price may be higher in certain specific applications, particularly for sub-sea
applications. When demand for steel coils has been high, the price of ERW line pipe has been much
closer to that of SAW line pipe. Table |-7 presents the average unit value of U.S. producers’ U.S.
shipments of ERW and SAW CWLDLP, based on questionnaire data.

Table I-7

CWLDLP: Unit values of U.S. producers’ U.S. shipments, by weld type, 2001-06, January-June
2006, and January-June 2007

* * * * * * *
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Domestic producers, importers, and purchasers reported that the price of spiral-welded CWLDLP
islower than that of longitudinally-welded CWLDLP, for several reasons. Spira-welded pipeis
generally less expensive to produce because it uses steel cails, can be produced more quickly, and
requiresless labor. By contrast, alongitudinal mill is more capital intensive to build, uses steel plate
(which is more expensive than coil), requires more labor, and has a slower manufacturing process.

U.S. MARKET PARTICIPANTS
U.S. Producers

During the original investigations, seven firms, representing al known production of CWLDLP
in the United States, provided the Commission with data on their line pipe operations.®” In the current
reviews, the Commission mailed questionnaires to 12 mills believed to produce large diameter welded
line pipe or other transmission pipe. Eight firms, representing all known production of CWLDLP in the
United States, provided the Commission with at least partial information on their line pipe operations.®®
Six firms, representing *** percent of 2006 production, have filed notices of appearance in these reviews.
One firm, SAW Pipes, only recently provided relatively complete trade data and reports that it *** the
continuation of the orders.

Reported U.S. production of CWLDLP is concentrated in the Gulf region (four mills), with
two smaller producersin Pennsylvaniaand onein Oregon. No domestic producer reported production of
the subject product in aforeign trade zone.*® *** reported that since January 1, 2001, they have been
involved in atoll agreement regarding the production of certain welded large diameter line pipe.”® Details
regarding each firm’s mill location, production method, share of 2006 and interim 2007 production,
parent company, and position on the orders are presented in table I-8.

67 Certain Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464,
November 2001, p. I11-1.

® Four firms reported that they do not produce the subject products in the United States: ***. ***_ Theeight
firms that responded to the Commission’s producer questionnaire included toll processor Camp-Hill Corporation
(“Camp-Hill™) that did not provide trade data. Camp-Hill’s trade information was supplied by the tollee, U.S. Steel
Corporation (“U.S. Stedl”).

 All domestic producer’ s questionnaire responses, |1-15.

0 x** has been involved in atoll agreement with ***, Camp-Hill Corp. has had such an agreement with U.S.
Steel Corp., and *** has been involved in atoll agreement with ***. *** domestic producer questionnaire
responses, I1-14.
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Table I-8

CWLDLP: U.S. mills, locations, production methods, shares of production, parent companies, and

ositions on the orders

Share of
production
Type of (percent)
production
(SAW, Jan.-
ERW, or June Position on
Firm Mill location HSAW) 2006 2007 Parent company orders

American Cast
American Steel Iron Pipe Co.
Pipe Birmingham, AL ERW *kk rkk (U.s) i
Berg Steel Pipe Europipe GmbH,
Corp. Panama City, FL SAW Fkx *kx 100% (Germany) Fhk
Camp-Hill/U.S.
Steel Corp.! McKeesport, PA ERW Fkk rkk Camp-Hill (U.S.) i

Dura-Bond
Dura-Bond Pipe, Industries, 100%
LLC Steelton, PA SAW ok ok u.s) ok

Evraz Group S.A.,
Evraz Oregon LSAW? 100%
Steel Mills, Inc. Portland, OR HSAW? Fkx Fkx (Luxembourg) ok

Jindal SAW Ltd.,
SAW Pipes Baytown, TX SAW bl bl 100% (India) Fhk

Stupp Bros., Inc.,
Stupp Corp. Baton Rouge, LA ERW *kk rkk 100% (U.S.) Fhk

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

! During the review period, the subject products were produced for U.S. Steel under a toll processing
agreement with Camp-Hill Corp. in McKeesport, PA.

2 Oregon produced LSAW from 2001-04, stopped production of LSAW in 2004, and began production at its new
HSAW mill in 2007.

The domestic CWLDLP industry has experienced several changes in operations and ownership
since the original investigations. 1n 2003, Dura-Bond Pipe, LLC (“Dura-Bond”), which operated as a
pipe-coater and fabricator, purchased the idled large-diameter line pipe mill of Bethlehem Steel Corp. as
part of Bethlehem’s bankruptcy proceedings.” Dura-Bond did not resume production of CWLDLP on
these assets until 2005.” In addition, in December 2004, Oregon Steel Mills announced the closure of its
large-diameter line pipe mill located in Napa, CA.” Theland and the pipe plant were sold, with the

™ Balcerek, Tom, “Ex-Bethlehem pipe mill sold, restart on tap,” American Metal Market, June 26, 2003, found at

http://findarticles.com/p/articlessmi mMMKT/is 24-1 111/ai 117321849, retrieved June 11, 2007.

2 Domestic producers response to the notice of institution, December 20, 2006, p. 3.

"8 Securities and Exchange Commission, 8-K, Press Release on Closure of Napa Pipe Mill, December 14, 2004,
found at www.secinfo.com/dPapr.12w.d.htm, retrieved June 11, 2007.
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production facility going to China.™ Newly named Evraz Oregon Steel Mills, Inc. (“Oregon”)
constructed a new HSAW pipe making facility at its Portland, OR, rolling mill.” In addition, as
described in detail in Part [11, four new HSAW mills are scheduled to come online over the next two years
and afifth mill is under evaluation.

There are several corporate affiliations between U.S. producers and nonsubject foreign
companies. Berg Steel Pipe Corp. (“Berg”) iswholly owned by Europipe GmbH, a German company,
which in turn is***-percent owned by Salzgitter Mannesmann GmbH, also of Germany. Since 2001,
both Europipe and Sal zgitter have produced CWLDLP and have either imported *** into the United
States or have exported *** to the United States.”® Oregon iswholly owned by the Evraz Group S.A. of
L uxembourg and through this ownership is related to CWLDLP producer OSM Tubular of Canada.”
SAW Pipesis an affiliate of Jindal SAW Ltd. of India.”® Finally, domestic producer U.S. Steel Corp.
(“U.S. Steel”) has asubsidiary CWLDLP producer located in Slovakia, U.S. Steel Kosice s.r.0.”

In response to the Commission’ s question as to whether any U.S. producers jointly bid with a
related foreign company on an order for the U.S. market for CWLDLP or whether any U.S. producers
have outsourced or subcontracted to such related firms any portion of an order they received for the U.S.
CWLDLP market, three firms reported doing so. *** reported that in 2001 the company bid *** net tons
and outsourced/subcontracted *** in *** & *** reported that in 2002 it outsourced/subcontracted a bid of
*** tonsto *** of *** 8 *** renorted that in 2005 the company bid *** net tons and approximately ***
net tons were outsourced/subcontracted to *** of ***, 1n 2006 *** had two joint bids, one for *** net
tons for which it outsourced *** net tonsto *** and a second bid for *** net tons. *** jointly bid ***
net tons as part of that transaction.®

U.S. Importers

The original investigations identified 22 firms that imported CWLDLP between January 1998
and June 2001. In response to Commission importers questionnairesissued in these reviews, 21 firms
supplied usable data and 28 firms indicated that they had not imported the product since 2001.%
Reporting U.S. importers of CWLDLP are concentrated in Texas, with 12 importers headquartered in the
state. The next largest concentration of CWLDLP importersis located in Illinois with four importers.
The six remaining responding importers are scattered throughout the United States. Table 1-9 presents a
summary of information regarding U.S. importers of CWLDLP.

" Domestic producers’ response to the notice of institution, December 20, 2006, p. 3.

™ Securities and Exchange Commission, 8-K, Press Release on Closure of Napa Pipe Mill, December 14, 2004,
found at www.secinfo.com/dPapr.12w.d.htm, retrieved June 11, 2007, and domestic producers’ response to the
notice of institution, December 20, 2006, p. 3.

6 Berg' s domestic producer questionnaire response, |-6 and I-7.

" Oregon’ s domestic producer questionnaire response, I-4 and 1-7a.
8 SAW Pipe' s domestic producer questionnaire response, 1-4.

" U.S. Steel’ s domestic producer questionnaire responsg, |-7a.

80 xx* domestic producer questionnaire response, |-7b.

8 x** domestic producer questionnaire response, |-7b.

82 x** domestic producer questionnaire response, |-7b.

8 xx* has provided a partially complete questionnaire response.
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Table I-9

CWLDLP: U.S.importers, sources of imports, headquarters, and parent companies

Firm

Source of imports

Headquarters

Parent company

Ameripipe Supply

*kk

San Antonio, TX

None

Berg Steel Pipe Corp.

*k%k

Panama City, FL

Europipe GmbH, ***% (Germany)

BP America, Inc.

Warrenville, IL

BP Co., N.A., **% (U.S.)

Corpac Steel Products Corp.

Aventura, FL

None

Corus America Inc.

Schaumburg, IL

Corus Group plc, **% (England)

CPW America Co. rkk Houston, TX Corinth Pipeworks, ***% (Greece)
ILVA America, Inc. xkk Norfolk, VA ILVA Int’l, ***% (Luxembourg)
IPSCO Enterprises Inc. *kk Lisle, IL IPSCO Inc., ***% (Canada)
JFE Shoji Trade Corp. ***%
JFE Shoji Trade America Inc. rkk New York, NY (Japan)
Kiewit Offshore Services Inc. *kk Ingleside, TX Kiewit Corp. ***0% (U.S.)
Man Ferrostaal Inc. ok Houston, TX Man Capital Corp., ***% (U.S.)
Marubeni-Itochu Tubulars Marubeni-Itochu Steel Inc., ***%
America, Inc. rkk Houston, TX (Japan)
Mayfair Enterprises *kk Baytown, TX None
Metal One Holdings America, Inc.,
MC Tubular Products, Inc. rkx Houston, TX **x05 (U.S.)
Mitsui Steel Holdings, ***% (U.S.)
(owned by Mitsui & Co., Ltd. of
Mitsui Tubular Products, LLC Fkx Houston, TX Japan)
Mittal Steel Co., ***%
Mittal Steel N.A., Inc. *kk Chicago, IL (Netherlands)

Nippon Steel Trading America,
Inc.

*kk

Los Angeles, CA

Nippon Steel Trading, ***% (Japan)

SDB Trade International, L.P.

Pasadena, TX

SDB Trade LLC, ***0 (U.S.)

Sumitomo Corp. of America rkk Houston, TX Sumitomo Corp., ***% (Japan)
Telko Trading Co. of Texas,

Inc. bl Houston, TX None

Texas Pipe & Supply Co. xkx Houston, TX None

ThyssenKrupp Materials N.A., Tkusa Inc., ***% (U.S.) (owned by
Inc. rkk Southfield, Ml ThyssenKrupp of Germany)

Source: Compiled from data submitted in response to Commission questionnaires.
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There are several business affiliations between U.S. importers and companies in Japan.
Importer *** isasubsidiary of Japanese CWLDLP producer and exporter ***. *** jswholly owned by
*** of Japan. *** isrelated to exporter *** of Japan through its parent company *** of the United
States. ***, wholly owned by *** of Japan, is a part owner of CWLDLP producer ***, also of Japan.®
*** jswholly owned by exporter *** of Japan.®

In addition to affiliations with Japan, several importers reported having corporate ties to
nonsubject country companies. *** iswholly owned by ***, a CWLDLP producer that isin turn ***
percent owned by *** producer and exporter *** 8 *** jswholly owned by the *** of *** and through
this ownership isrelated to CWLDLP producer *** of the***. *** jswholly owned by *** pipe
producer ***. Importer *** iswholly owned by *** of *** and is consequently related to pipe producer
*** of *** Through its parent company, ***, importer *** isasister company to importer/exporter ***
of ***_ *** jswholly owned by *** and through its parent is affiliated with pipe importer/exporter ***
and *** CWLDLP producersin*** and *** 8 Finally, importer *** owns *** percent of *** afirm
that receives, inventories, holds, ships, and/or processes CWLDLP.%

U.S. Purchasers

In response to Commission purchaser questionnairesissued in these reviews, 24 purchasers
supplied usable data, and 5 reported that they had not purchased CWLDLP during the period for which
data were collected in these reviews. One trade group representing CWLDLP purchasers, INGAA, filed a
notice of appearance in these reviews. All purchasers reported buying domestically produced CWLDLP
during the review period. Additionally, seven purchased imported CWLDLP from Canada, five from
Greece and India, four from Brazil and Italy, three from Germany, two from South Korea, and one from
South Africa. Though responses were received from purchasers located throughout the United States, 10
of the 24 responding purchasers are located in Texas, and two each are located in Oklahoma, Utah, and
West Virginia. Responding purchasers are also located in: Alabama, California, Connecticut, Kentucky,
Missouri, Nebraska, and New Y ork. One purchaser noted that it has subsidiaries that are located in
various geographic regions of the United States. Responding purchasers were concentrated in the end-
user category; 20 of 24 were end users and four were distributors.

APPARENT U.S. CONSUMPTION AND MARKET SHARES
Apparent U.S. Consumption

Table 1-10 presents U.S. shipments, imports, and apparent U.S. consumption of CWLDLP for the
period for which data were collected in these reviews.

8 xx* importer questionnaire response, 1-3 and 1-7.

8 xx* importer questionnaire response, 1-3 and 1-4.

8 x** importer questionnaire response, 1-3, 1-5, and 1-7.
8 |bid.

8 x** importer questionnaire response, |-6.
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Table 1-10
CWLDLP: U.S. shipments of domestic product, U.S. imports, by sources, and apparent U.S.
consumption, 2001-06, January-June 2006, and January-June 2007*

Calendar year January - June
2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)
U.S. producers’ U.S. shipments b b i ok ok X kX Hkx
U.S. imports from--
Japan 29,795 3,986 3,376 7,594 25,232 13,198 10,483 7,356
Mexico® 13,265 6,245 8,302 159 35 125 101 0
Subtotal (subject) 43,060 10,231 11,678 7,753 25,267 13,323 10,584 7,356
All other sources? ok ok ok ok 422,023 729,575 262,679 827,728
Total imports ok ok ok Wk (447289 | 742,898 273,262 | 835,084
Apparent U.S. consumption ok ok ok ok ok ok ok ok
Value ($1,000)
U.S. producers’ U.S. shipments b b b ok ok ok kX Hkx
U.S. imports from--
Japan 16,549 1,969 1,710 5,030 28,323 13,693 10,880 14,661
Mexico' 6,624 4,229 5,486 111 59 190 142 0
Subtotal (subject) 23,173 6,198 7,196 5,141 28,382 13,883 11,022 14,661
All other sources? ok ok ok wx [ 428421 |  753567] 269,889 | 1,002,845
Total imports ok ok ok wx [ 456,803 | 767,449] 280,912 | 1,017,506
Apparent U.S. consumption ok ok ok ok ok ok ok ok
! Imports from Mexico in 2001 were largely from producer *** which was ***. As a result, data on imports from Mexico in 2001, which are
bqsed on official import statistics, are larger than the reported 2001 Mexican exports of CWLDLP to the United States presented in part IV of
thl%rﬁ?é].r%hport data for all other sources have been adjusted to exclude imports from *** of cut-to-length plate by *** that were ***,
Note:- U.S. producers’ shipments are understated for 2001-02 because the shipment data of SAW Pipes for July 2001- December 2002 are
not available. For this reason, comparisons of 2001-02 data with other years in the review period should be made with caution. U.S. import
data for Mexico are based on official Commerce statistics and U.S. import data for nonsubject sources are based on official Commerce
statistics as revised to exclude ***, while U.S. import data for Japan are based on foreign producer questionnaire data.
Source: Compiled from data submitted in response to Commission questionnaires and official Commerce statistics.

Market Shares
Table 1-11 presents U.S. market shares for 2001-06, January-June 2006, and January-June 2007.

Table I-11
CWLDLP: U.S. market shares, 2001-06, January-June 2006, and January-June 2007

* * * * * * *
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PART II: CONDITIONSOF COMPETITIONIN THE U.S. MARKET
CHANNEL S OF DISTRIBUTION

In the U.S. market, domestic and imported CWLDLP is sold to both distributors and end users.
Available data for 2006 indicate that the majority of sales by U.S. producers and imports of subject
CWLDLP were made to end users, primarily oil and gas transmission companies. During 2006, data
reported by U.S. producers indicate that *** percent of their domestic CWL DL P shipments went to
distributors and *** percent went to end users. In contrast, combined data from subject importers indicate
that alarger share (*** percent) of their subject CWLDL P shipments went to distributors, and ***
percent went to end users.! The *** of Japanese subject imports went to distributors in the first half of
2007 (*** percent). Four of 22 responding purchasers buy 100 percent of their CWLDLP indirectly,
either through distributors, pipe brokers, or other means. The other 18 responding purchasers purchase an
average of 87.5 percent of their CWLDLP direct from the mill.

U.S. MARKET CHARACTERISTICS

In the original investigations, petitioners identified a maintenance and repair market and a project
market. The maintenance and repair market istypically serviced viadistributors, and has experienced
relatively stable demand within a certain range. The project market typically involves sales directly to
end users for new pipeline projects, and it experiences greater demand volatility.? Both maintenance and
repair and project applications continue to comprise the overall CWLDLP market, although producers,
importers, and purchasers described an increase in project applications resulting from growing demand in
oil and gas exploration and transmission lines.

Repair volume fluctuated during the period of review, but has not displayed consistent signs of
growing or shrinking. Purchasers were requested to provide their quantities of CWLDLP actually or
expected to be used for repair in 2001 to 2008 (estimated). Details from the data submitted in response to
Commission gquestionnaires appear in the following tabulation:

Item 2001 2002 2003 2004 2005 2006 2007(e) | 2008(e)

Quantity
(short tons) 27,720 18,898 15,812 20,694 29,703 16,481 24,602 16,800

SUPPLY AND DEMAND CONSIDERATIONS
U.S. Supply
Available information indicates that U.S. CWLDLP producers presently have the ability to

respond to changes in demand with small to moderate changes in the quantity of shipments of U.S.-
produced CWLDLP to the U.S. market. The main factors contributing to this degree of responsiveness

! The statistics on U.S. shipments of subject imports were exclusively for shipments of CWLDLP from Japan. In
contrast, almost all (*** percent) of nonsubject imports were shipped directly to end users in 2006.

2 Certain Welded Line Pipe from Japan (Final), Inv. No. 731-TA-919, USITC Publication 3464, November 2001,
p. lI-1.
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are an increasingly-utilized capacity, a generally low stock of end-of-period inventories available for sale
in the spot market, and currently low but variable exports. These factors are detailed below.

Industry Capacity

Data reported by U.S. producers indicate that there is some capacity with which to expand
production in the event of price changes. Domestic capacity utilization decreased irregularly from ***
percent in 2001 to *** percent in 2004, but has since recovered to *** percent in 2006.° Capacity
utilization during the first half of 2007 reached *** percent, compared with *** percent in January-June
2006. Producerstypically need four to six months of lead time to secure the steel (coil or plate),
transportation, and other necessities to produce a large order.* Witnesses for domestic producers made
repeated references to the availability of capacity in the industry during their testimony at the hearing.®

Other market sources, however, view recent supply conditions somewhat differently than U.S.
producers. Purchaser *** reported that ***. However, it is reported that thereis***.° *** describes
domestic ERW mills running at 80 to 90 percent of capacity, with hot band coil supplies “good”’ and plate
availability “expanding.” *** describes DSAW pipe mills as running at capacity and large projects
“continue to keep DSAW mills booked out 12 to 18 months.”” At the hearing, a representative from
TransCanada stated that “lead times to first delivery have ballooned from historical levels of threeto five
months to periods of 12 to 24 months.”® A representative of El Paso echoed these sentiments, estimating
that historical lead times of 9 months have increased to more than 18 months.® Substrate availability in
the SAW market is reportedly tight in the short term, though will ease in time as plate capacity
expansions and HSAW mills come on line,® as four producers have announced plans to build more
spiral-weld CWLDLP capacity in the United Statesin 2008-09. These perspectives suggest that in the
short term, U.S. producers have limited ability to use excess capacity as a means of increasing shipments
to the U.S. market.

® The trend of the percentages might be more indicative than the level of the percentages. Capacity utilization
increased noticeably in 2006 compared with 2005, despite areported increase in capacity of nearly *** short tons, or
*** percent, dueto ***. Actual production quantity increased by nearly *** short tons, or *** percent between
2005 and 2006. With respect to the level of capacity utilization, *** uses an adjustment of 75 percent utilization of
capacity to analyze demand vs. capacity. This may indicate that 100 percent utilization of rated capacity is difficult
to attain. Further, because pipe has been typically produced on a per-piece basis in 40-foot or 80-foot lengths, the
size, grade, and wall thickness will affect the actual tonnage output. If not producing pipe of the greatest thickness
that the mill is rated to produce, production levels may be reduced. Japanese respondent parties submitted a
presentation based on the Gulfstream Project large diameter pipe needs demonstrating that the tons of CWLDLP
varied per foot of pipe based on size, grade, and wall thickness of the pipe required. Hearing transcript, pp. 218-221
(Miki).

4 Hearing transcript, pp. 107-8 (Deli€).

® Hearing transcript, p. 30 (Deli€), p. 35 (Lawrence), p. 39 (Norris), and pp. 41 and 42 (Stupp).

6 % %% .

T x%* .

8 Hearing transcript, p. 195 (Paul).

® Hearing transcript, p. 201 (Gillespi€).

O Welded Steel Tube & Pipe Monthly, Metal Bulletin Research, May 2007, p. 3 and June 2007, pp. 1 and 4.
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Inventory Levels

U.S. producers end-of-period inventories of CWLDLP, asaratio to total shipments, decreased
irregularly from *** percent in 2001 to *** percent in 2006." Inventoriesin the first half of 2007 were
equivalent to only *** percent of total shipments (on an annualized basis), compared with *** percent in
January-June 2006. The lowest level of inventories was recorded in 2004 at the same time as actual
production was near its period-of-review low, which occurred in 2005. Inventoriesincreased in 2006,
along with production and shipment levels, but remained well below the levels recorded in 2001-03.
Most domestic producers manufacture CWLDLP for specific projects rather than inventories.™ Assuch,
due to the nature of the product and the fact that each project has its own specifications, the trend in
inventories moved somewhat in tandem with production. Inits questionnaire response, purchaser ***
which states that for ERW pipe, “Inventories of 16" - 42" O.D. have improved but remain, overal, in
short supply.”*® These dataindicate that U.S. producers have limited ability to use warehoused
inventories as a means of quickly increasing shipments to the U.S. market.

Export Markets

Exports accounted for a small and fluctuating portion of total shipments between 2001 and 2006.
The ratio of exports as a percentage of total shipments reached a period low of *** percent in 2004, and a
period high of *** percent in 2003 (down considerably from 26.8 percent of total shipmentsin 1998).
Exports were *** percent of interim shipmentsin the first half of 2007, compared with *** percent in the
first half of 2006. The variance of these numbers suggests that U.S. producers may have some ability to
divert shipmentsto or from alternate markets in response to changes in the price of CWLDLP, although
current export levels are relatively low.

Subject Imports

Based on available information, Japanese and Mexican producers are likely to respond to changes
in demand with moderate to large changes in the quantity of shipments of CWLDLP to the U.S. market.
The main factors contributing to this degree of supply responsiveness are, for Japanese producers, the
existence of substantial alternative markets and, for Mexican producers, the existence of ample excess
capacity and end-of-period inventories.

Industry Capacity

According to available information, capacity utilization for Japanese producers was 96.1 percent
in 2001 and increased irregularly to 99.1 percent in 2006.* Capacity utilization was higher in the first
half of 2007 (99.5 percent), compared with datafrom January-June 2006 (99.2 percent). Actual capacity
increased irregularly from 815,830 short tons in 2001 to 1,086,984 short tons in 2006, with a peak of

™ In 2006, this ratio was *** percent and *** percent for SAW and ERW, respectively.

2 Three of five responding producers with salesin 2006 sold *** percent of their CWLDLP on a made-to-order
basis, and *** percent from inventory. Of the remaining two producers, one made *** percent and the other made
*** percent of their sales on a made-to-order basis.

13 k%%

4 Japanese ERW production was reported to be *** throughout the period under review.
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1,477,124 short tonsin 2003. Capacity declined between the first half of 2006 and the first half of 2007 -
from 566,589 short tons to 424,901 short tons.*®

Capacity utilization for Mexican producers increased steadily from *** percent in 2001 to ***
percent in 2006, while actual capacity *** throughout the period under review. Capacity utilization was
*** percent in the first half of 2007, compared with *** percent in the same period in 2006, and actual
capacity ***,

The three Japanese producers reported in their questionnaire responses that they do not anticipate
any changesin the availability of Japanese CWLDLP. Two of three responding Mexican foreign
producers, however, expect an increase in the availability of CWLDLP from Mexico in the future.

Inventory Levels

Available data indicate that inventories for Japanese producers were equivalent to 11.8 percent of
annual shipmentsin 2006, a dlight decrease from the 12.9 percent in 2001. Actual inventories were
nearly identical for the first half of 2006 and the first half of 2007, but this represents an increase in the
ratio to (annualized) total shipmentsto 13.3 percent. In contrast, inventories for Mexican producers were
equivalent to *** percent of annual shipmentsin 2001 and decreased irregularly to *** percent in 2006.
Inventories of Mexican CWLDLP in the first half of 2006 were equivalent to *** percent of shipments,
compared with *** percent in the first half of 2007.

Alternative Markets

Available data indicate that Japanese producers annual exports of CWLDLP represented 98.4 to
99.9 percent of total annual shipments during 2001-06, with no more than *** percent of shipments
exported to the United Statesin any full year.’® Shipments to the United States increased from ***
percent to *** percent between the first half of 2006 and the first half of 2007. Mexican producers
yearly exports of CWLDLP represented *** to *** percent of total shipments during 2001-06, with
between *** and *** percent of shipments exported to the United States.” Mexico continued to export
*** {0 the United States over the interim periods, though their exportsto al other markets, most notably
Latin America, were higher in thefirst half of 2007 (*** percent) than in the first half of 2006 (***
percent).

Nonsubject | mports'®

Imports of CWLDLP from nonsubject countries followed atrend similar to domestic production,
decreasing steadily from *** short tonsin 2001 to *** short tonsin 2003, before increasing to 729,575
short tonsin 2006, based on Commerce statistics as adjusted. The largest nonsubject suppliers of
CWLDLP to the U.S. market in 2006 were Canada (319,745 short tons, up from 172,772 short tonsin
2005 and 116,752 short tonsin 2001), Brazil (89,413 short tons, up from 10,506 short tons in 2005 and

15 Japanese producers argued that alarge portion of their capacity is dedicated to their definition of certain high-
end types of pipe or part of a package that includes high-end pipe or is made to along-term customer. Based on
order or shipment levels, ***. Japanese respondent interested parties' posthearing brief, exhibit 41.

6 The *** percent figure represents the percent shipped to the United Statesin 2006.

7 The *** percent figureisfor 2001, and may involve quantities shipped to the United States before the order
was put in place. Discounting this year, the maximum shipped to the United States was *** percent in 2003, after
which *** was shipped to the United States.

'8 For more detailed information on global markets, see Part IV.
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63,315 short tons in 2001), Korea (86,528 short tons, up from 51,119 short tons in 2005 and 61,787 short
tonsin 2001), and China (61,287 short tons, up from 8,169 short tonsin 2005 and 365 short tonsin
2001).%®

Inthefirst half of 2007, Canadawas still the largest supplier of CWLDLP to the United States
(273,791 short tons, up from 113,981 short tons in the first half of 2006), followed by India (154,226
short tons, up from 666 short tons), Greece (78,976 short tons, up from 4,395 short tons), and Italy
(76,359 short tons, up from 26,604 short tons). In al, imports of CWLDLP from nonsubject countries
increased by 215 percent between the first half of 2006 and the first half or 2007, or from 262,679 short
tons to 827,728 short tons.

U.S. Demand

Based on available information, the overall demand for CWLDLP is unlikely to change
significantly in response to changesin price. The main factors contributing to the low degree of price
sensitivity isthe lack of practical substitute products and the way pipeline operators include the price of
construction of the pipeline into the cost of the liquid that flows through it.

Demand Char acteristics

Since CWLDLP isused as afactor of production, CWLDLP demand depends on the price and
productivity of the end product in which it isused. Since most CWLDLP isused in the transmission of
oil and gas, including liquefied natural gas (LNG), demand for CWLDLP is sensitive to changes in ail
and gas prices. Figure l1-1 shows actual prices since 2003 and predicted prices through 2008 for crude oil
and natural gas.

Producers, importers, and purchasers almost universally agreed that overall demand for large
diameter line pipe in the United States and the rest of the world increased during the period for which data
were collected.®® # Available information indicates that U.S. consumption of CWLDLP fell from ***
short tonsin 2001 to *** short tons in 2003, then rose to *** short tonsin 2006. Apparent consumption
was *** percent higher in the first half of 2007 compared with the first half of 2006, (*** short tons
compared with *** short tons). According to industry participants questionnaire responses, the increase
in demand was reportedly due to rising oil and gas prices leading to large-scale pipeline projects. With
current high gas and oil prices, large pipeline projects such as the Kern River expansion, the Rockies
Express (REX) pipeline, and the Alaska Highway Pipeline Project are either being planned, or have
started or completed construction.? 1n 2006, the U. S. Energy Information Administration (“EIA”)
reported that U.S. pipeline mileage in the lower 48 states totaled 300,291 miles. Of thistotal,

% One purchaser, however, noted that China's pricing is the lowest in the world - that the market is basically
China competing on price versus the rest of the world. Staff telephone interview with ***.

2 One purchaser, ***, reported that demand was up in 2001-03, fell through 2005, and has been increasing since
that point.

2 Fifteen of 17 responding purchasers replied that demand for their final end-use goods incorporating CWLDLP
has increased since 2001. The remaining two noted unchanged or declining demand, respectively, for their end-use
products.

2 See, e.g., Major Pipeline Projects on the Horizon, June 2007, Federal Energy Regulatory Commission,
retrieved from http://www.ferc.gov/industries/gas/gen-info/horizon-pipe.pdf, last visited June 15, 2007, which
reports that 4,248 miles of pipeline are on the horizon, and Commission Approves Rockies East-West Pipelineg;
Project Will Supply Growing Demand East of Rockies, April 17, 2007, retrieved from
http://www.ferc.gov/press-room/press-rel eases/2007/2007-2/04-19-07-C-1.pdf, last visited June 15, 2007.
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approximately 61.3 percent of the pipeline are of 16" O.D. or greater.?® Table 11-1 displays recent and
proposed regional natural gas pipeline additions.® It also displaysthe EIA’s forecasts of

Figure II-1

Oil and gas: Short term actual and predicted monthly West Texas crude oil prices and Henry Hub
spot prices of natural gas, January 2003 to December 2008 base case and 95 percent confidence
intervals
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Source: U.S. EIA, http://www.eia.doe.gov/emeu/steo/pub/steo-gallery.ppt, retrieved August 21, 2007.

Z “Egtimated Natural Gas Pipeline Mileage in the Lower 48 States, 2006,” Energy Information Administration,
U.S. DOE, http://www.eia.doe.gov/pub/oil gas/natural gas/analysis publications/ngpipeline/mileage.html, retrieved
June 26, 2007.

% Thistable relates only to pipelines for natural gas, not oil or LNG pipelines.
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Table 1I-1
Natural gas pipeline additions: Actual and potential U.S. mileage and cost, 1998-2009

Actual Potential
1998- 2001 2002 2003 2004 2005 2006 2007 2008 2009
2000
Mileage 6,766 2,391 3,571 2,243 1,459 1,152 1,512
2,237*
Forecasted 2,7632 2,763? 1,851* 3,196° 4,761°
- | 2,700* | 3,079* | 2,911? | 1,033® 974* | 1,580° 2,696° 3,982° 2,920
Estimated cost
($ million) $6,681 | $1,677 | $4,370 | $3,565 | $2,128 | $1,275 | $2,221 .
$3,157
Forecasted 2,7282 2,728? 2,725% 6,261° $8,286°
- - - | 4,026 1,645° 1,378* 2,601° 6,420° 10,1215 $6,097°

! Forecasted in 2001.
2 Forecasted in 2003.
3 Forecasted in 2004.
4 Forecasted in 2005.
° Forecasted in 2006.
5 Forecasted in 2007.

Note.—The 2004 and 2005 forecasts were combined in 2003. The estimates presented are split equally amongst the two years. For
forecasts that are made in the same year as the actual pipeline, EIA forecasts are of proposed/scheduled pipelines, rather than just
proposed pipelines.

Source: EIA, DOE, Office of Oil and Gas, including “Additions to Capacity on the U.S. Natural Gas Pipeline Network: 2005,”EIA,
Office of Oil and Gas, August 2006, and “Recent and Proposed Regional Natural Gas Pipeline Additions and Expansions, 1998 - 2009"
(Preliminary), EIA, Office of Oil and Gas, August 2007.

proposed and scheduled natural gas pipelines, which shows that the EIA predicted too much mileage of
pipeline additions in some years, and too little in others. Though 2005 had a smaller increase in pipeline
mileage than previous years, unscheduled maintenance and reconstruction due to natural disasters such as
Hurricanes K atrina and Rita was substantial.®® Also, during 2003 to 2004 and possibly as early as 2001
and as late as 2005, the effects of the Enron bankruptcy reportedly were being felt in the pipeline
industry,? causing depressed demand.

Currently, though, demand in the United States is expected to continue to increase due to
continuing proposals and approvals for pipeline projects. According to a presentation before the INGAA
Foundation in April 2007, the projected workload is 20 or more “mainline spreads’# in 2007, not
counting small- or medium-sized jobs or pipeline integrity work.?® According to questionnaire responses,
however, three of six producers believe demand will remain the same, two believe it will decrease, and
one believesit will first remain the same and then decrease. ***, which estimates that demand in North
Americawill increase 49.0 percent between 2007 and 2008, then decrease 16.4 percent between 2008

% “ Additions to Capacity on the U.S. Natural Gas Pipeline Network: 2005,” EIA, Office of Oil and Gas, August
2006.

% Hearing transcript, p. 29 (Delie) and p. 206 (Klett).
2" A mainline spread is alarge diameter main line to transport gas/oil, and could be inter- or intra-state.

28 x %%

-7



and 2009, and remain at the same level in 2010.* The magjority of importers (9 of 17), in contrast, believe
demand in the United States will continue to increase, while six more believe demand will remain the
same.

At the hearing, Mr. Delie of Berg Steel reported that Berg produces about 95 percent of its
CWLDLP for natural gas pipelines.® Mr. Lawrence of Oregon Steel Mills did not estimate a percentage,
but classified natural gas pipelines as comprising “the vast majority” of its demand.® Domestic producers
also pointed out that demand for natural gas has decreased from 2001 to 2006 by 1.9 percent.** Japanese
respondent interested parties contend, however, that despite an average annual decrease in consumption,
the fact that pipelines are immobile means that when one natural gasfield is depleted and a new one takes
its place, a new pipeline must be built.* Other witnesses at the hearing stated that they believe oil and
LNG pipelines are likely to become a more important part of the market for CWLDLP.** Also, asLNG
imports are predicted to increase over the next few years, LNG terminals and pipelines are going to need
to be built to handle the increased load.*® According to a January 2007 Credit Suisse report, almost 30
percent of the proposed capacity increases over the next three years are for LNG terminal take-away
capacity.*

Domestic producers warned that all estimates of proposed capacity expansions should be
evaluated with caution, as not all proposals are completed, often because proposals compete against each
other. Domestic producers estimated that only one-third of proposals actually get built.®” They noted that
the Mackenzie Project and Alaska Pipeline, which one of the submitted demand projections (the Jacobs
report from 2002) relies upon for large cyclical increases in demand, have both been delayed “beyond the
foreseeable future.”*® 3 With respect to another submitted forecast (the Preston report), economic
consultant Dr. Blecker noted that the report should have applied a 70 percent figure to Federal Energy
Regulatory Commission (FERC) applications, not 100 percent, for forecasting any supply and demand
imbalances.”® Domestic producers submitted an analysis of the twenty largest (by mileage) gas projects
for 2008, and found that, for the named projects, 39 percent have either been postponed or

2 *** _ Alsp, in estimating specific projects for 2008-11, ***.
% Hearing transcript, p. 64 (Delie).
* |bid., p. 65 (Lawrence).

¥ Natural gas consumption in the first 5 months of 2007 is 8 percent higher than in the first 5 months of 2006,
but still 1 percent below consumption in the first 5 months of 2001. EIA Natural Gas Monthly, August 2007.
Monthly variability of consumption can be due to changing weather patterns, as colder weather creates more
consumption.

3 Japanese respondent interested parties’ posthearing brief, p. 3. A witness for INGAA reported that natural gas
consumption is predicted to increase 1.1 percent between 2007 and 2008, which, while modest, masks larger demand
in areas which need increased infrastructure is needed due to new sources of supply or demand such as a new
natural-gas fired power plant. Hearing transcript, p. 181-182 (Santa).

% “Proposals are on the table for as much as 21,000 new miles of oil pipeline, associated with Canada's oil sands,
to be potentially installed over the 2007 to 2011 period.” Hearing transcript, pp. 185-186 (Santa).

% Hearing transcript, pp. 293-295 (Santa).

% Respondent INGAA prehearing brief, exh. 6, pp. 6-7.
% Hearing transcript, p. 348 (Schagrin).

% Hearing transcript, pp. 55-56 (Blecker).

® The Alaska Pipelineis still in the conceptual state. It is not be likely to be completed before 2015. Email from
*** sent September 13, 2007. The target completion date for the Mackenzie pipeline has been pushed back to 2014,
according to the Natural Gas Ingtitute. NGI Daily Gas Price Index, September 10, 2007.

40 Hearing transcript, p. 56 (Blecker).
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cancelled.* Japanese producers analyzed the FERC application data, concluded that the 70 percent figure
used by the Preston report isin line with historical averages, and calculated that 88 percent of projects go
forward once FERC approval has been granted.*> FERC has received applications for natural gas
pipelinestotaling 4,175 miles in 2007, 6,099 milesin 2008, and 4,679 milesin 2009. More information
on FERC application mileage can be found in table IV-32.

With respect to demand outside the United States, 11 of 17 importers believe that demand will
continueto rise, and four believe it will remain the same. One producer believes demand will continue to
increase, one believes it will decrease, two believe it will remain the same, and one believes that it will
remain the same and then decrease. Five of six responding foreign producers foresee demand increasing
in both the United States and the rest of the world in the future.

Thirteen of 19 responding purchasers believe that demand will continue to change in the future,
with 12 of these 13 noting continued strong demand in the CWLDLP market. Thirteen of twenty
responding purchasers noted acyclical nature to demand for CWLDLP, with a plurality noting that the
cycles coincide with oil and gas projects. ***.* One purchaser, *** reported, however, that the cycles
are generally 4 to 5 yearsat most. Given the high demand for pipe, various purchasers were not able to
purchase CWLDLP in the desired quantities and/or time frames from domestic mills during the period
under review. Specifically, five of 23 purchasers had their orders denied, five had their orders delayed,
three had their volumes limited, and three had producersfail to meet their volume requirements under
existing orders.

A few producers and importers noted the increased acceptance of HSAW and increased usage of
X-80 material in CWLDLP market since 2000. Importer *** also described the introduction of X-100/X-
120 grade CWLDLP into the market, and anticipates its increasing acceptance in the marketplace
in the future. Purchasers were asked to provide data with respect to the grade specification of the pipe
that they have ordered for delivery in 2007 and 2008. Table I1-2 shows a decrease in the average
percentage of purchasers ordersfor pipe of grade less than X-70 with a commensurate increase in
demand for pipe of grade X-70 and above.

1(;E\i/tl)ll_eDllI__F2>: Purchasers’ average reported percentages of grade of product ordered, 2007-08
X-40 - X-49 | X-50-X-59 | X-60-X-69 | X-70-X-79 | X-80 - X-99 X-100+
Year (In percent)
2007 12.5 22.6 16.6 45.3 31 0.0
2008 8.6 13.2 16.0 50.5 11.8 0.0
Source: Compiled from data submitted in response to Commission questionnaires.

Nine of 23 purchasers prefer to purchase from one source over another. All nine of these
purchasers reported a preference for domestic CWLDLP.* Some of these purchasers aso reported a
preference for CWLDLP from Japan, “North America,” and from countries other than China. The

“1 Domestic producers’ posthearing brief, exh. 16.

42 Japanese respondents’ posthearing brief, pp. 18, 20, and exh. 15. See also correspondence from ***,
September 13, 2007, confirming the historical rate of 70 percent and ***.

43 x %%

4 See also, hearing transcript, p. 194 (Paul).
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majority of purchasers reported buying CWLDLP from one source rather than another, lower-priced
source due to availability, reliability, quality, terms and conditions, reputation, quality assurance, delivery
time, and customer acceptance. Eleven purchasers each reported that domestically produced CWLDLP
“aways’ or “usualy” meets minimum quality specifications. Subject imports meet the minimum quality
specifications less often, with five responding “aways,” ten responding “usually,” and four responding
“sometimes.” *

Substitute Products

Questionnaire responses from U.S. producers, importers, and purchasers indicate that the vast
majority of responding firms believe there are no practical substitutes for CWLDLP. Although several
firms cited seamless pipe as a potentia substitute, seamless pipe is not considered an economically viable
substitute because of its significantly higher costs. No producer, importer, foreign producer, or purchaser
reported a change in substitutes since 2001, nor did any expect a change in the future.

Cost Share

According to the mgjority of responding U.S. producers and importers, the CWLDLP that they
sell inthe U.S. market is used in oil and gas transmission lines, with one producer also indicating
transmission of slurry or water as other possible end uses. A few importers also noted various uses such
as general construction. Two producers and one importer estimated that CWLDLP accounts for 25 to 30
percent of the total cost of downstream uses of line pipe. Purchasers responding to this question with
useable data al so estimated the total end use cost of CWLDLP ranged between 20 and 50 percent, with a
simple average of 34.7 percent.

SUBSTITUTABILITY ISSUES

The degree of substitution between domestic and imported CWL DL P depends upon such factors
asrelative prices, quality, and conditions of sale. Based on data provided in questionnaire responses, staff
believesthat, given identical specifications and weld type, there is a high degree of substitution between
domestic CWLDLP and subject imports from Japan and Mexico.*

Factors Affecting Purchasing Decisions

Table 11-3 summarizes purchasers responses concerning their top three factors in purchase
decisions. Asindicated in thetable, quality was cited most frequently as purchasers primary deciding
factor in purchasing decisions, while availability was the second-most common factor. Price was the
factor most frequently cited overall among the top three factors, but frequently as the third most important
factor.

45 One purchaser, ***, responded that subject imports usually meet the minimum quality specifications, but
imports from Japan always do.

4 According to some importers, substitutability may be limited by the perception that subject imports are, in some
instances, of lower quality than U.S. products.
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Table 11-3
CWLDLP: Ranking of factors used in purchasing decisions, as reported by U.S. purchasers

Number of firms reporting

Factor Number one factor Number two factor Number three factor
Quality 9 3 3
Availability 6 6 4
Price 2 7 13
Product or quality meets
specifications 3 2 -
Traditional/customer
approved supplier 2 - -
Delivery/schedule/
availability of mill space 2 5 2
Other? - - 2

! Other factors include location and one firm responded both availability and domestic first. Both have been included in the
table.

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

When asked how often their firm purchases CWLDLP that is offered at the lowest price, one of
23 purchasersindicated “aways;” 15 “usually;” 5 “sometimes;” and 2 “never.” Questions concerning
purchasers awareness of the country of origin (whether U.S.-produced or imported) and the supplier of
CWLDLP suggest that both of these factors are of varying importance in purchasing decisions, whichisa
change from the initial investigations wherein all 12 purchasers answered both questions with responses
of “always.” In these reviews, when asked about the importance of the firm producing the CWLDLP, 7
purchasers replied that their decisions “aways’ depend on the firm, 4 “usually,” 8 stated “sometimes,”
and 3 “never.” Similarly, country of origin of the CWLDLP is"“aways’ part of the purchasing decision
for 8 purchasers, “usually” for 3 purchasers, “sometimes’ for 6 purchasers, and “never” for 5 purchasers.
Purchaser responses also revealed that the firm producing and the country of origin matter much lessto
the next firm down the supply chain than to the purchasers themselves. Purchasers often compile lists of
approved manufacturer from which they prefer to purchase. Further details are summarized in table 11-4.

Table 1l-4
CWLDLP: Importance of producer and country of origin in purchaser and downstream customers’
purchasing decisions

Purchaser/customer decision Always Usually | Sometimes | Never
Purchaser makes decision based on producer 7 4 8 3
Purchaser’s customer makes decision based on producer 0 2 4 8
Purchaser makes decision based on country 8 3 6 5
Purchaser’s customer makes decision based on country 0 3 3 6

Source: Compiled from data submitted in response to Commission questionnaires.
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Comparison of Domestic Products, Subject Imports, and Nonsubject | mports

U.S. producers and importers reported somewhat comparable views regarding the issue of
interchangeability of CWLDLP from various sources. In general, U.S. producers were more unified in
their responses, answering that in most cases, CWLDLP from different countriesis “aways’ or
“frequently” interchangeable. Importers' responses, though not as uniform, reveal that they perceive
CWLDLP for most country combinationsis “aways,” “frequently,” or “sometimes’ interchangeable
(table 11-5). Data submitted by purchasers reveal that CWLDLP from all sourcesis generally used in the
same applications.

Table 1I-5
CWLDLP: Perceived degree of interchangeability of CWLDLP produced in the United States and in
other countries

Number of U.S. Number of U.S. Number of U.S.
Country pair producers reporting importers reporting purchasers reporting

A|lF|S N @] A F|S N O JA|F S N @)
U.S. vs. Japan 6 1]0]0 0 0 6 3|3 0 2 9 | 4 1 0 7
U.S. vs. Mexico 6 10(O0 0 0 6 1]2 0 5 6 3 1 0 12
U.S. vs. Other 5]1]1]10(0O0 0 4 (214 0 4 |6 |5]| 2 0 9
Japan vs. Mexico 5]10(0 0 1 6 1|12 1 5 6 | 3 1 0 12
Japan vs. Other 5]10(0 0 1 6 112 1 4 6 | 4 1 0 11
Mexico vs. Other 5]10(0O0 0 1 5 1 1 0 5 6 3 1 0 12

A = Always, F = Frequently, S = Sometimes, N = Never, O = No familiarity

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

Questionnaire responses indicate that, in general, U.S. producers believe differences other than
price between products from various supplying countries are “sometimes’ or “never” significant factors
in their sales of CWLDLP inthe U.S. market. By contrast, amajority of importers reported that
differences other than price are more frequently significant factorsin their sales of CWLDLP than
producers believe (table 11-6).

Purchasers were asked to rate the importance of a number of factors, such as availability, delivery
time, discounts, price, product consistency, product quality, product range, and reliability of supply in
their purchasing decisions (table 11-7). Availability and quality meeting industry standards were ranked
as“very important” by all responding purchasers. Also ranked as very important were, in decreasing
order of frequency, product consistency, reliability of supply and delivery time, price, and technical
support/service. Purchasers were also asked to compare domestically produced CWLDLP with
CWLDLP imported from subject and nonsubject countries using the same factors (table 11-8). The
limited number of responses to this question reveal that the U.S.-produced pipe is generally considered
comparable or superior to subject imports from Japan in al categories with the exception of price.
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Table 1l-6

CWLDLP: Perceived importance of differences in factors other than price between CWLDLP

roduced in the United States and in other countries in sales of CWLDLP in the U.S. market

Number of U.S. producers reporting

Number of U.S. importers reporting

Country pair

A F S N O A F S N O
U.S. vs. Japan 0 0 2 3 0 4 2 3 4
U.S. vs. Mexico 0 0 3 2 1 2 2 3 1 6
U.S. vs. Other 0 0 2 3 1 0 1 4 2 6
Japan vs. Mexico 0 0 1 2 3 3 1 1 1 7
Japan vs. Other 0 0 1 2 3 1 2 2 1 7
Mexico vs. Other 0 0 1 2 3 0 1 3 2 6

A = Always, F = Frequently, S = Sometimes, N = Never, O = No familiarity

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

-CI—:?/EIJILEDIII_IZ: Importance of purchase factors, as reported by purchasers
Very important | Somewhat important Not important
Factor Number of firms responding
Availability 22 0 0
Delivery terms 16 6 0
Delivery time 20 2 0
Discounts offered 9 10 3
Extension of credit 7 7 8
Price 19 3 0
Minimum quantity requirement 6 12 4
Packaging 6 11 5
Product consistency 21 1 0
Quality meets industry standards 22 0 0
Quiality exceeds industry standards 12 8 2
Product range 7 12 3
Reliability of supply 20 2 0
Technical support/service 18 4 0
U.S. transportation costs 15 7 0

Note.--Not all firms responded for all questions.

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

CWLDLP: Comparisons of U.S. product and subject imported product with subject and

nonsubject product, as reported by purchasers

U.S.vs U.S.vs Japan vs | Japan vs |Mexicovs] U.S.vs
Japan Mexico Mexico other other China

Factor S|clisj|cftrjsfc|irysj|cjrjsj|cftrj]s|cl|!
Availability o|3|(ojJoj2|jojof1|ojo|1fOojoj1|jo0f1f1]o0
Delivery terms 1(2)j0j0f|2|0jo0j12|O0}jo0|1{O0OJ0f(2]0]J0(f2]0
Delivery time 2]1]1]0}]0f(2|0j0j1|j0}]jO0Of2|0Op)1]|0|O}fJ2|1]0O0
Discounts offered of3|ojof2fojof1|o}jof21|{o]}jof1|Oo]Of1]|1
Extension of credit of3jojofz2jojojr1j{ojoj1fojoj1fogaf1jo
Price! 1j{1f22|12)0pj0f2(fO0j2|j0j0}j2fofjoOp0]1]1
Minimum quantity
requirement 112|0j0j2]0j0f2)j0p0(2f(O0OpJ1]|]0|0}JO]2]0
Packaging o|j3fojoj2fogjof1jogjof1jogojr2jo0joj2¢o
Product consistency o|j3fojoj2fogjof1jogof2jogoj2jojz2j1yo
Quality meets industry
standards o0(3|]o0ojo0j2fogjoj1jo0pj0f12fojoj1j0j0f2{|o
Quality exceeds industry
standards of3|ojof2fojof1|o}jof212fo)}jof2|fO]2f1]o0
Product range ol2|1]0j0|2fo0ofjo0|1)j0pj0f2foj12j0j0j0f2{oO
Reliability of supply 1(2|o]o|2|o]o|1|o]o|1]o]of1]of1f1]oO
Technical support/service 1(2)j0jo0of2|0joj1fojoj1f{ojof1j0p12(f0]0
U.S. transportation costs ij{1f({ojof|1j0j0f2fojojojojofofjogrij1jo

Table continued on next page.
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Table 1I-8--Continued

CWLDLP: Comparisons of U.S. product and subject imported product with subject and
nonsubject product, as reported by purchasers

U.S.vs U.S.vs U.S.vs U.S.vs U.S.vs U.S.vs U.S.vs
Canada [|Germany | Greece India Italy Korea others?

Factor S|Cll]s|cllI]s|c|fIs|CclI s |C]|l]s|c|l]s]|C]|I
Availability o|3|[ojoj1|jo0fjo|3|212]jo0f2(1}j0|1f1}]J2|0]|]0}]JO[2]0O
Delivery terms 0O|3[0j0)|2|0}|2|2|0]JO0(f3|(O0O}J2|2fOfJ1|2|]0}]JO[2]0
Delivery time o|3|[ojo0o|2|0f1|2|2]0f3|0jJO|1f1]2|0]|]0}]JO[2]0
Discounts offered 0O|2|1]0f2|0}jO0}|3|1)J0(|2(f1]j0|2)2p)1|1(0O0}j0|2]0
Extensionofcredit | O (3|0 JO0 |2 (|00 |4 |O0Of1|12|2]O0f2|0}2|212|O0O]J0O]|2]0O
Price’ 0O|3|0jJ0f2|0}jJOo}|2]|2]0|2f1]J0]2]2]0]|0f2(|0]|2]0
Minimum quantity
requirement oO|3|[0oj0|2|0JO0|4|0]JOf3|0O}JO|2|O0fJ1|2]|]0]O[2]0
Packaging 0O|3[0]J0|2|0JO0|4|0]JOf3|0O}JO0|2|0]J0|2]|]0]JO[[2]0
Product
consistency O(3]j]0jo0|2|0J0|4(Op)J1f(2]|]0]J0|l2|0]J0)2(|(0)J0(f2]0
Quality meets
industry standards | 0 |3 |0JO0(|(2|0]JO0|4|0)1|2(|0]JO0|2]|]0]0|2|0}J0|2]0
Quality exceeds
industry standards | 0 |3 |0JO0(|(2(|0]JO0|4|0)1|2(|0]JO|2]|]0]J2|1(0}J0O0|2]0
Product range O|3[0j0|2|0JO0|4|0}]J1f(2|0})J0|2|0]J0|2]|]0]JO0[2]0
Reliability of
supply O|3[0oj0|2|0f1|3|0}]J1f2|0}jJO0|2|O0fJ1|2|]0}]JO[2]0O
Technical
support/service 112|010 )j2(0p2(f2|1}2|1|]02)0f2p1f2]0}2(1]0
u.s.
transportation
costs 1 (2|lojo|2(fo3|212|0f2|12)0}]2(|(0|O0OjJO|2(|0OQ121]|2]O0O

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

! A rating of superior means that the price is generally lower. For example, if a firm reported “U.S. superior,” it
meant that the price of the U.S. product was generally lower than the price of the imported product.
2 Other includes one firm responding for Brazil and one for Turkey.

Note.--S=first listed country’s product is superior; C=both countries’ products are comparable; I=first listed country’s
product is inferior. Not all companies gave responses for all factors.

In addition, two purchasers rated domestically produced CWLDL P against subject imports from
Mexico. According to these purchasers, the U.S.-produced product is considered comparable to subject
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imports from Mexico in all categories except lowest price. Five of 21 responding purchasers noted that
there are certain types of CWLDLP that are only available from certain countries, and three cited Japan as
asupplier of such products.*’

One purchaser compared imported subject product from Japan and Mexico, and product from
each of the subject countriesto Canada. Subject imports from Japan and Mexico were rated as
comparable in all categories. CWLDLP from Japan was considered by this purchaser to be generally
lower-priced than that from Canada, and CWLDLP from Mexico was considered to have alower price,
better delivery time, minimum quantity requirement, and product range. Additionally, a number of
purchasers compared domestically produced CWLDLP with nonsubject imports from Brazil, Canada,
China, Germany, Greece, India, Italy, Korea, and Turkey. Further details about these comparisons can
also befound in table 11-8.

Nineteen of 23 purchasers require their vendors to become qualified before supplying CWLDLP.
Among the factors considered by purchasers in the qualification process are: quality of the product,
specification compliance, product consistency, reliability of supply, competitiveness, financia viahility,
customer base, mill inspections, environmental factors, traceability of product, testing certification,
quality control processes, and the technology employed in production. In all, since 2001, five purchasers
have rejected suppliers during the qualification process. SAW Pipes was mentioned by three of these
purchasers.

ELASTICITY ESTIMATES
U.S. Supply Elasticity

The domestic supply elasticity for CWLDLP measures the sensitivity of the quantity supplied by
U.S. producers to changes in the U.S. market price for CWLDLP. The elasticity of domestic supply
depends on several factors, including the level of excess capacity, the existence of inventories, and the
availability of alternate markets for U.S.-produced CWLDLP. Previous analysis of these factors indicates
that the U.S. industry is unlikely to be able to significantly increase or decrease shipments to the U.S.
market in the short term. An estimate in the range of 2to 5 is suggested.”® The economist for domestic
producers believe that the supply elasticity should be closer to the upper end of this range due to the
domestic industry’ s large reported excess capacities and the future additions of HSAW capacity that is
scheduled for construction.*

47*** noted in *** that its commercial policy is to concentrate on types of CWLDLP that other producers (except
for some other Japanese or European mills) cannot produce. In certain sizes, high grade CWLDLP, such as X-100
and greater, are excluded products.

48 Within the range, there may be differences in terms of the domestic industry’s ability to increase or decrease
shipments of ERW, LSAW, and HSAW.

9 Domestic producers posthearing brief, exh. 21, p. 2. In performing an analysis using the COMPAS model in
its posthearing submission, the economist for domestic producers noted that he believes that nonsubject import
supply islikely in the same range, but also near the upper end. Further he assumed a higher range for elasticity of
subject import supply (5 to 10), due to large variations in exports for Japan and a belief that excess capacity in Japan
and Mexico would be directed toward the United States. Thisanalysisalso used a*“zero growth” scenario to predict
future declines in the domestic industry’s profitability, rather than growth estimates that are more likely to occur, and
have already begun to be apparent in the first half of 2007. The analysis also assumes subject market shares from
the lowest point in the original period of investigation, when duties were not present, combines them with 2006
domestic market share, and reduces the present market share of nonsubject imports to the remainder, disregarding
their large increases. It then analyzes what would occur in the market if the duties were lifted under this hypothetical
scenario. The author stated that the smaller price effects derived by the model are not realistic.

11-16



U.S. Demand Elasticity

The U.S. demand elasticity for CWLDLP measures the sensitivity of the overall quantity
demanded to a change in the U.S. market price for CWLDLP. This estimate depends on the factors
discussed earlier, such as the existence, availability, and commercia viability of substitute products, as
well as the component cost share of CWLDLP in the production of downstream products. As noted
earlier, there are few, if any, substitutes for CWLDLP. In addition, the cost component of CWLDLPin
most end uses appears to be significant. Based on available information, the aggregate demand for
CWLDLPislikely tobeinelastic. An estimatein therange of -0.25 to -0.50 is suggested. The economist
for domestic producers suggested that the actua elagticity isin the lower portion of this range because the
price of CWLDLP plays asmall rolein purchasers decisions of whether or not to build a pipeline.®

Substitution Elasticity

The elasticity of substitution depends upon the extent of product differentiation between the
domestic and imported products. Product differentiation, in turn, depends upon such factors as quality
and conditions of sale. Based on available information, the elasticity of substitution between U.S.-
produced CWLDLP and CWLDLP from al subject countriesislikely to bein therange of 3to 5. The
economist for domestic producers suggested that the elasticity isin the higher portion of thisrange
because supplies of domestic and nonsubject imports have responded elastically to changing demand
conditionsin the last 5 years.™

% Domestic producers posthearing brief, exh. 21, p. 2.
5 Ipid., p. 3.
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PART II1: CONDITION OF THE U.S. INDUSTRY
OVERVIEW

The information in this section of the report was compiled from responses to the Commission’s
questionnaires. Seven mills, which together accounted for all known U.S. production of CWLDLPin
2006 and 2007, supplied information on their operations.* Table I11-1 summarizes important industry
events that have occurred since 2002.

Table I1I-1
CWLDLP: Important industry events, 2002-07
Year Company Development
Safeguard: U.S. safeguard measure on certain steel products enters into
effect and continues into 2003. This action increases tariffs on many line pipe
2002 Industry-wide imports.

Plant shutdown: Oregon Steel Mills temporarily shuts down its Portland, OR
2002 Oregon Steel Mills steel mill and rolling facility.

2003 Oregon Steel Mills Layoff: Oregon Steel Mills lays off 300 employees because of low demand.

Acquisition: Dura-Bond Industries purchases the idled (former Bethlehem)
Dura-Bond large diameter pipe plant in Steelton, PA, with a capacity of 300,000 short tons,
2003 Industries from I1SG for $1.8 million.

Joint venture: Stupp Corp. forms a North American joint sales company with
Mannesmann Line Pipe called Stupp & Mannesmann Line Pipe LLC (Houston,
TX) to supply ERW/HFI line pipe products from 8 5/8" through 24", in grades up
2003 Stupp Corp. to X-80. This partnership was dissolved as of December 31, 2006.

Plant closing: Oregon Steel Mills closes its large-diameter line pipe mill
2004 Oregon Steel Mills located in Napa, CA, and sells the real estate and most of the pipe mill assets.

Investment: Oregon Steel Mills announces plans to build an HSAW (24" to
60" O.D.) pipe plant near its Portland, OR rolling mill. The new plant will have
two pipe mills with a capacity of 150,000 short tons per year at a cost of $35
2004 Oregon Steel Mills million.

Table continued on next page.

! The Commission’s questionnaires directed foreign and domestic producers to provide business plans or internal
documents, reports, or studies, relating to future CWLDLP market conditions. U.S. producer Berg provided, with its
guestionnaire response, a published report on the pipeline market, several public articles on new capacity, and
internal company documents that describe the pipeline market, Berg's production, and steel surcharges. Counsel on
behalf of Camp-Hill/U.S. Steel provided the portion of U.S. Steel’ s business plan that relates to welded standard,
line, and pressure pipe, documents related to U.S. Steel’ s joint venture with POSCO and SeAH, press releases
related to U.S. Stedl’ s proposed acquisition of Lone Star and Lone Star’ sjoint venture with Welspun, an article on
Berg’'s potential new mill, and a market study prepared by a consulting firm. Counsel on behalf of the remaining
four U.S. producers that responded to the questionnaire stated that they do not have any such documentation. Staff
telephone interview with *** June 5, 2007.

-1



Table 1ll-1--Continued
CWLDLP: Important industry events, 2002-07

Year

Company

Development

2005

Oregon Steel Mills

Acquisition: Oregon Steel Mills purchases Camrose Pipe Company (a Stelco
affiliate). Camrose is a producer of large pipe (DSAW and ERW) in Alberta,
Canada with a capacity of 200,000 short tons per year.

2006

Oregon Steel Mills

Investment: Oregon Steel Mills contracts to build a pipe coating facility
adjacent to its large diameter line pipe mill under construction in Portland, OR.

2007

Evraz S.A.
(Luxembourg)

Acquisition: Evraz S.A. purchases Oregon Steel Mills, Inc., for $2.3 billion.

2007

U.S. Steel, Posco
(Korea) and SeAH
(Korea)

Joint venture: U.S. Steel, Posco (Korea), and SeAH (Korea) form United
Spiral Pipe, LLC, a $93-million joint venture, to build a spiral pipe mill on land
adjacent to the USS-Posco Industries facility in Pittsburg, CA. The mill is
expected to begin production of 24"-64" O.D. spiral line pipe in 2008 and to
have a capacity of 300,000 short tons per year.

2007

Welspun (India)

Investment: India-based Welspun-Gujarat Stahl Rohren Ltd. announces plans
to build a $100-million spiral-weld pipe mill in Little Rock, AK. Plant capacity is
expected to be 300,000 short tons per year of 24"-64" O.D. spiral line pipe.
Commercial production is expected to begin by spring 2008 with 300 workers.

2007

Berg

Investment: Berg selects Mobile, AL, as the site for its new spiral-welded line
pipe manufacturing plant. The plant will cost $75 million and is expected to
have 100 employees. Commercial operation is planned for mid-2008 with a
capacity of 180,000 short tons per year.

2007

PSL (India)

Investment: PSL of India forms a joint venture with A&L Group (Lexana, KS)
to create PSL North America, a greenfield pipeline mill with a capacity of
300,000 short tons per year, 24"-60" O.D. spiral line pipe mill in Bay St. Louis,
MS. The cost of this project is approximately $20 million.

2007

SAW Pipes and
JSW Steel (India)

Acquisition: JSW Steel Ltd., of India, announces that it will spend $900 million
to acquire a 90 percent stake in the assets of Jindal United Steel Corp., SAW
Pipes, and Jindal Enterprises LLC, all based in Baytown, TX. The three
businesses will be merged into a single company doing business in the United
States.

2007.

Source: Companies’ financial reports, news releases, and websites, monthly issues of the Preston Pipe Report,
Metal Bulletin Reports, and “Welspun Ends U.S. Deal, Goes It Alone on Mill,” American Metal Market, July 3,

Background

During the original investigations, seven firms, representing all known production of CWLDLP

in the United States, provided the Commission with data on their line pipe operations.? Today the
domestic CWLDLP industry is comprised of six of the original producers and one new entrant, Dura-
Bond Industries, Inc. (“Dura-Bond”). Bethlehem Steel Corporation (“Bethlehem”) filed for Chapter 11

2 Certain Welded Large Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464,
November 2001, p. I11-1.
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bankruptcy in October 2001.% Bethlehem' s large diameter pipe mill in Steelton, PA, remained idle for
years until it was purchased in 2003 by Dura-Bond, a pipe coating company.* Dura-Bond restarted line
pipe production at the mill in 2005. In December 2004, Oregon announced that it would close its large-
diameter line pipe mill located in Napa, CA. The mill assets and 152 acres of real estate were later sold,
however, Oregon has resumed U.S. production in its new Portland, OR, HSAW miill >

Existing Operations

Table 111-2 presents comparative information available from the last year of the original
investigations and the last full year of the review period. Since 2000, capacity has decreased even as
production has more than doubled overall, resulting in a higher 2006 capacity utilization rate. Thelarge
decrease in SAW specific capacity can be partially attributed to the 2004 closure of Oregon’s SAW pipe
mill.

Seven domestic mills currently produce CWLDLP. Of those seven, only three produce their own
steel input materials. Even with internal raw steel production, these pipe producers may require more
input material than they themselves can produce and consequently may purchase input materials from
other sources. The Jindal United Steel mill produces steel plates for use by its SAW Pipes mill that
manufactures CWLDLP. Both mills are located in Baytown, TX.® Oregon produces steel plate at its
rolling mill in Portland, OR, for use by its line pipe mill at the same location.” Because Oregon uses a
combination Steckel mill it has the flexibility to make steel plate or coils® U.S. Steel produces hot-rolled
steel coilsat *** for usein CWLDLP production by Camp-Hill.° Because they lack internal raw steel
production, American, Berg, Dura-Bond, and Stupp must purchase their raw materials from other sources.

® |sidore, Chris, “Bethlehem Steel in Chapter 11,” CNNMoney online, found at www.cnnmoney.com/2001/10/15/
companies/bethstedl /index.htm, retrieved June 12, 2007.

4 Dura-Bond Industries, News, “ Dura-Bond Receives API Certification for DSAW Pipe Manufacture,” found at
www.dura-bond.com/news.html, retrieved June 22, 2007, and Balcerek, Tom, “Ex-Bethlehem pipe mill sold, restart
ontap,” American Metal Markets, found at www.findarticles.com/p/articlessmi_m3MKT/is 24-1 111/ai
117321849, retrieved June 12, 2007.

® Securities and Exchange Commission EX-99, “Press Release on Closure of Napa Pipe Mill,” found at
www.secinfo.com/dPapr.12w.d.htm, retrieved June 12, 2007.

& Jindal USA company website, “ Texas Works,” found at www.jindal usa.com/aboutus.html, retrieved June 13,
2007.

" Oregon Steel Mills' company website, found at www.osm.conv/L ocationsFacilities' OSM Tubul arPortl and/tabid/
68/Default.aspx, retrieved June 13, 2007.

8“Oregon Steel Mills: A Systems Approach to Mill Drive Modernization Engineered Reliability,” Al STech 2006
Proceedings- Volume 11, p. 689, found at http:/library.aist.org/| SSStore/PDF.nsf/OnePage by Name/PR-349-175/
$FIL E/PR-349-175.pdf ?0penElement, retrieved August 27, 2007.

9x** domestic producer questionnaire response, |-2.
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Table 111-2
CWLDLP: Comparison of select domestic producer data, 2000 and 2006

Item 2000 2006

Capacity (short tons)

ERW *kk *kk
SAW *kk *kk
All CWLDLP 2,317,620 e

Production (short tons)

ERW Kk Kk
SAW kK kK
All CWLDLP 320,425 e

Capacity utilization (percent)

E RW *k*k *kk
SAW *k%k *k%k
All CWLDLP 13.8 e

Exports/shipments (percent)

E RW *k%k *k%k
SAW *kk *kk
All CWLDLP 3.1 el

Inventories/total shipments (percent)

E RW *k*k *k*k
SAW *kk *kk
All CWLDLP 16.8 el

Source: Confidential 2000 data were taken from tables IlI-2, 11l-4, and I1I-5 of the confidential original report (INV-Y-214, October
17, 2001), and public 2000 data were taken from the same tables in Certain Welded Large Diameter Line Pipe from Japan, Inv.
No. 731-TA-919 (Final), USITC Publication 3464, November 2001. 2006 data were from data submitted in response to
Commission domestic producer questionnaires.

Anticipated Changesin Existing Oper ations

The Commission asked domestic producers to report anticipated changesin their CWLDLP
operations. *** report anticipating no changes.® Berg Steel is currently finalizing plans for a new spiral
SAW pipe mill to be located in Mobile, AL.** U.S. Steel *** will occur to its existing CWLDLP
operations during 2007 and 2008. Two other developments, however, had the potential to affect U.S.
Steel’ s capacity to make the subject product. In March 2007, U.S. Steel announced a $2.1 billion deal to

10** domestic producer questionnaire responses, |1-3.

1 ** domestic producer questionnaire response, |1-3 and Wilkinson, Kaija, “Gov. Riley, local officials sign deal
with Berg Pipe,” Press-Register, found at www.al.com, retrieved June 13, 2007.
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acquire Lone Star, which had previoudy entered into ajoint venture with Welspun to build a spiral mill in
the United States.’> The Lone Star acquisition was completed in June 2007, and L one Star’ s operations
were brought into U.S. Steel’s Tubular Division.® Subsequently, Welspun canceled its planned joint
venture, announcing that it will proceed alone with the planned spiral mill to be built in Arkansas.*
Secondly, U.S. Steel has agreed to ajoint venture with two South Korean companies to build a spiral-
welded tubular pipe plant in California.®> For a more detailed description of these new mill projects,
please see the subsection entitled “Potential New Operations’ in this section of the report. Finally, ***
commented on potential changes to its existing operations. The *** from its*** mill has been retained to
provide *** opportunities as market requirements dictate, but at present *** has no plansto install this
capacity. Inaddition, *** has the capability of *** to its*** facility, although, no near term plansto do
so0 have been formulated.*®

Potential New Operations

There are four potential new CWLDLP operationsin the United States and there are indications
that afifth siteis being evaluated.*” All four of the potential mills are expected to be HSAW or spiral
mills. Historically, HSAW line pipe has faced questions regarding dimensional accuracy, roundness at
the pipe ends, and fit-up during field girth welding. For these reasons spiral-welded pipe was considered
suitable only for low pressure applications such as water pipe. However, spiral-welded line pipe
reportedly is gaining global acceptance for oil and gas applications and is being used increasingly in the
United States, Canada, Europe, the Commonwealth of Independent States, and the Middle East for
onshore pipelines.®* Some business sources claim that modern spiral line pipe from a premium quality

2 Cowden, Michagl, “U.S. Steel forms tubing venture with Korea duo,” American Metal Market, April 4, 2007,
found at www.amm.com/2007-04-04 19-28-24, retrieved June 13, 2007.

13 U.S. Steel company website, Press Releases, “U.S. Steel Completes Purchase of Lone Star Technologies,” June
14, 2007, found at http://uss.mediaroom.com/index.php?s=43& item=466& printable, retrieved August 27, 2007.

14 “Welspun Ends U.S. Deal, Goes It Alone on Mill,” American Metal Market, July 3, 2007, found at
http://www.amm/2007-07-03 15-25-35.html.com, retrieved August 27, 2007.

5 | bid.
16 %%* domestic producer questionnaire response, |1-3.

17 A 300,000-ton LSAW mill is being evaluated by Man Industries Ltd. of India. Nair, Suresh, “India’s Man
Industries considering 300,000T/year pipe plant in Texas,” American Metal Market, September 17, 2007, found at
www.amm.com/2007-09-17 20-01-27.html, retrieved September 18, 2007. In addition, IPSCO Inc. of Canada, has
plans to spend $52.5 million to expand large-diameter pipe capacity at its Regina, Saskatchewan mill. The project
involves the addition of a pipe forming mill and finishing equipment that are expected to increase capacity by about
125,000 short tons. This expansion is scheduled to come online in early 2008. Kusic, Sam, “Ipsco earmarks $52.5
M to lift large-diameter pipe output by 125,000T,” American Metal Market, January 26, 2007, found at
www.amm.com/2007-01-26 22-07-24, retrieved June 13, 2007.

18 |_eppold, Kimberly, “Steel industry update and outlook for the global linepipe and OCTG markets,” Metal
Bulletin Research, found at http://pvf.org/imagesdasp/PV FRoundtableKimL eppoldM BROctober2006.pdf, retrieved
June 27, 2007.
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supplier is of aquality equivalent to straight seam welded pipe.”® In addition, the lower installation costs
of an HSAW mill, compared with an LSAW mill, make it an attractive investment.?

Thefirst new operation will be Berg's spiral pipe mill in Mobile, AL. A new company and
wholly owned subsidiary of Berg Steel, Berg Spiral Pipe Corp., has been formed to run the planned mill.*
The company has signed a project agreement with city and state officials in Alabama, and construction
was expected to begin in June 2007 with completion scheduled for the second half of 2008.2 However,
as of June 2007 the start date for construction had shifted to the end of 2007.2 This new facility will give
Berg production capahilities in both LSAW and HSAW pipe, thus giving the company the ability to make
pipe from either steel plate or coil, theoretically making it a more cost-effective producer.?* The mill will
be a spiral, double submerged arc-weld facility consisting of a single pipe forming line and three off-line
welding stations. It reportedly will be able to produce 180,000 short tons of pipe ranging in diameter
from 24 to 64 inches and in lengths up to 80 feet.”® Berg itself projects that the mill will produce ***
short tons when it becomes operational in 2008.2°

The second planned operation, initially announced in December 2006 as a joint venture between
Lone Star and India’s Welspun Group,?” consists of a spiral-weld line pipe mill in Little Rock, AR. This
project has a planned start-up date of early 2008, and is expected to produce 300,000 short tons of HSAW
pipe annually, ranging from 24 to 60 inches in diameter. 1t will also have coating facilities on-site.”®

¥ GE Infrastructure, Pipe Manufacturing, Spiral Welded Pipe, found at http://www.gepower.com/prod _serv/
pipeline/en/about_pipelines/pipe mfg.htm, retrieved June 27, 2007, and “ The Four Methods of Manufacturing
Pipes,” Metals International Limited, found at http://www.klsteel .diytrade.com/sdp/229183/7/cp-1029278.html,
retrieved June 12, 2007.

2 According to Metal Bulletin Research this lower cost of installation could account for the fact that emerging
markets account for 81 percent of global HSAW production. Leppold, Kimberly, “ Steel industry update and outlook
for the global linepipe and OCTG markets,” Metal Bulletin Research, found at http://pvf.org/imagesdasp/

PV FRoundtableKimL eppoldM BROctober2006.pdf, retrieved June 27, 2007.

2L wilkinson, Kaija, “Gov. Riley, local officials sign deal with Berg Pipe,” Press-Register, found at www.al.com,
retrieved June 13, 2007.

Z Wilkinson, Kaija, “Berg Pipe inks deal with city, state,” Press-Register, May 30, 2007, found at www.al.com,
retrieved June 13, 2007.

%« Alabama Beats Louisiana for $3.7 Billion ThyssenKrupp Steel Facility Expected to Create 2,700 Jobs,”
Southern Business Development, News Updates, June 15, 2007, found at http://www.sb-d.com/issues/spring2007
[news/061507.asp, retrieved September 5, 2007.

2 Kusic, Sam, “Berg planning to build 180,000T large-diameter welded pipe mill,” American Metal Market,
found at www.amm.com/2006-07-26 19-49-23, retrieved June 13, 2007.

% Kusic, Sam, “Berg planning to build 180,000T large-diameter welded pipe mill,” American Metal Market,
found at www.amm.com/2006-07-26 19-49-23, retrieved June 13, 2007.

% x** domestic producer questionnaire response, |1-3.

" In July 2007 Welspun cancelled the joint venture with Lone Star without offering a public explanation. U.S.
Steel stated that Welspun chose to exercise the agreement’ s cancellation option, but would not comment on the
justification. Nair, Suresh, “Welspun ends U.S. deal; goes it alone on mill,” American Metal Markets, July 3, 2007,
found at www.amm.com/2007-07-03 15-25-35,html, retrieved August 24, 2007.

% Kusic, Sam, “Lone Star, Welspun in line pipe venture,” December 21, 2006, American Metal Market, found at
www.amm.com/2006-12-21 17-07.html, retrieved December 21, 2006.
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Another joint venture, between U.S. Steel and Korean pipe producers SeAH Steel Corp. and
POSCO Ltd., will construct a manufacturing facility in Pittsburg, CA, to produce HSAW products.®®
Called United Spiral Pipe LLC, the operation will be owned 35 percent each by U.S. Steel and POSCO
Ltd. and 30 percent by SeAH Steel Corp. Plansfor the mill call for a capacity of 300,000 short tons of
spiral-welded tubular products in the 24 to 64 inch outside diameter range. Construction is expected to
beginin 2008. Thejoint venture will be responsible for marketing the finished products.®

Finaly, PSL Ltd. (“PSL"), India s second-largest pipe maker by volume, last year incorporated a
wholly-owned subsidiary, PSL USA, in Delaware, to set up a spiral-weld pipe mill either by itself or
through an associate or joint venture company. The mill isto be located near Bay St. Louis, MS.
Expected capacity is 300,000 short tons and production is scheduled to begin in the second quarter of
2008. According to the company’ s managing director, the company will source raw materialslocally or
globally and make the pipesin the United States to avoid high freight costs.*

U.S. PRODUCERS CAPACITY, PRODUCTION, AND CAPACITY UTILIZATION

Dataon U.S. producers CWLDLP capacity, production, and capacity utilization, by weld type,
are presented in table 111-3 and figure 111-1. The Commission requested information on total CWLDLP
capacity and production from pipe producers. The capacity and production figures for 2001 and 2002 are
understated because one producer, SAW Pipes, did not provide the Commission with a complete
guestionnaire response. As shown in the table, aggregate U.S. producers CWLDLP capacity shifted
annually with a period high in 2001 of *** tons and a period low in 2005 of *** tons. Production
capacity in January-June 2007 was *** percent higher than such capacity in January-June 2006, in part
because of the start-up of Oregon’s spiral mill in 2007. Because the capacity of three major producers
*** during the period, changes in capacity were predominantly the result of the closure of Oregon’s
Napa, CA, mill in 2004, which resulted in the elimination of *** short tons of capacity in 2005 and
2006.2 Dura-Bond’s restarting of the Bethlehem mill, which had been idled in 2001, added *** short
tons of capacity in 2004 (with *** production), *** short tonsin 2005, and *** additional short tonsin
2006. Production decreased in each year from 2001-05 but experienced a sizable increase in 2006.
Overal, however, 2006 U.S. CWLDLP production was almost *** short tons lower than 2001
production. Capacity utilization was at its highest, *** percent in 2002, and its lowest, *** percent, in
2004. In January-June 2007, however, U.S. producers reported substantially higher levels of capacity and
production, relative to the same period in 2006, and capacity utilization reached *** percent.

Most responding producers experienced declining production between 2001 and 2005, due in part
to the events of September 11, 2001, and the collapse of Enron, formerly amajor CWLDLP

# This collaboration will give U.S. Steel direct entry into the large-diameter line pipe market in North America
which the company characterized as arapidly growing market. “U.S. Steel, POSCO, and SeAH Steel Corporation
Form Joint Venture to Produce Spiral Welded Pipe in the United States,” U.S. Steel Press Releases, April 4, found at
http://uss.mediaroom.com/index, retrieved June 22, 2007.

% Cowden, Michael, “U.S. Steel forms tubing venture with Korea duo,” American Metal Market, April 4, 2007,
found at www.amm.com/2007-04-04 19-28-24, retrieved June 13, 2007.

3 Japanese producer’ s supplemental response to the foreign producer questionnaire, June 11, 2007, exhibit 14;
“India’s PSL plans pipe-making unit in U.S.”, Alexander’s Gas & Oil Connection, Vol. 12, Issue 7, April 11, 2007;
and “PSL-North America Locating New Pipe Manufacturing Facility in Hancock County,” Gulf Coast News, May 3,
2007, found at http://www.gulfcoastnews.com/GCNewsNewPi pePlantHancock.htm, retrieved June 29, 2007.

%2 Domestic producers that experienced no changes in CWL DL P capacity between 2001 and 2006 were; ***,
*** domestic producer questionnaire response, |1-10a.

3 xxx domestic producer questionnaire response, |1-10a.
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purchaser.® In addition to the loss of Enron as a CWLDLP purchaser, the company’s collapse heralded a
four-year hold on new pipeline construction. Projects were put on hold as companies organized their own
books by shifting revenue to debt reduction and selling assets to avoid bankruptcy.*

Three of the responding domestic firms produce ERW line pipe and four produce SAW line
pipe. None produce both types. Asshown intablelll-3 and figure I11-1, for the majority of the period,
SAW production dominated CWLDLP production until the closure of Oregon’s mill in 2004 when ERW
production was briefly greater in terms of quantity. However, by 2006 SAW production was again the
predominant form of total CWLDLP production.

Table 111-3
CWLDLP: U.S. producers’ capacity, production, and capacity utilization, by weld types, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *

Figure llI-1
CWLDLP: U.S. production, by weld types, 2001-06, January-June 2006, and January-June 2007

* * * * * * *

The Commission requested information on the basis of production capacity calculations. Dataon
U.S. producers CWLDLP production capacity calculations are presented in table I11-4.

Table IlI-4
CWLDLP: U.S. producers’ basis of reported production capacity

* * * * * * *

Constraints on Capacity

Three firms reported experiencing changes to their CWL DL P operations since 2001.% Arguably
the most significant change in operations occurred when Oregon idled its Napa, CA, line pipe operations
in June 2004.%” Thisfacility had a 2004 CWLDLP capacity of *** short tons and pre-closure full year
2003 production of *** short tons.® Production was never restarted and the land and majority of the

3 *** domestic producer questionnaire response, 11-17.

% Kusic, Sam, “A big backlog and even bigger potential in large-diameter pipe,” American Metal Market, found
at http://www.amm.com/2006-09-08 18-47-24.html, retrieved June 13, 2007, and Japanese Producers supplemental
response to the foreign producer questionnaire, June 1, 2007, exhibit A, “ Special Market Study, Line Pipe Market,
2006-2009,” p. 1.

% Firms reporting that they did not experience such changesinclude: ***. Domestic producer questionnaire
responses, I1-2.

37 “Oregon Stedl to sall off Napamill’s assets,” Portland Business Journal, December 15, 2004, found at
www.bizjournals.com/portland/stories/2004/12/13/daily22.html, retrieved June 13, 2007.

3 xx* domestic producer questionnaire response, 11-10a. In the press, the justification given for closing the Napa
operations was that Oregon was shifting its main profit driver to “aresurgent plate market from the pipe sector.” In
2004 there was tight supply in the steel plate market and Oregon’s President, James Declusin stated that “in this tight
steel market, we do not believe the operating margin opportunities in large-diameter pipe justify the allocation of
stedl plate from our Portland plate mill for conversion into large-diameter pipe.” Haflich, Frank, “Oregon to shut
pipe mill; focus on shifting to plate,” American Metal Market, June 24, 2004, found at www.amm.com/2004-06-

(continued...)
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equipment were later sold. In 2004, Oregon’s board approved the construction of an HSAW welded line
pipe facility to be built in Portland, OR, with an approved budget of $35 million.* According to the
company’s CEO, the new mill will make Oregon a“much more cost effective producer of line pipe.”*
The completed mill began production in early 2007.

*** reported two conditions that have prevented its operations from expanding to more shifts.
First, a constant problem since late 2003 has been a shortage of rail cars. According to ***, imports,
including pipes, destined for transport by rail, are arriving at U.S. ports in such quantities that they have
created a shortage of available rail cars.** Secondly, *** has experienced shortages of API-grade steel
plate.”? Similarly, *** reported that alack of hot-rolled steel availability forced the company to layoff
employees in February 2004.2

The declining availability of steel feedstock reflects rising capacity utilization at U.S. plate mills
(reaching 72.0 percent in 2005 and 81.8 percent in the first half of 2006).* Indeed, in June 2006, Metal
Bulletin Research reported on the unusually tight plate market. Typicaly, “the U.S. supply of plateis
available from very few producers, compared with the supply of coil” but in 2006 several unscheduled
outages reduced plate supply even further.* By September 2006 the plate market was extremely tight due
to strong demand from energy, heavy equipment, and infrastructure construction, which pushed domestic
capacity utilization to historic highs.*® The tight plate market persisted through the spring of 2007 with
Metal Bulletin Research reporting that “there is no slack in the global plate supply to produce API-grade
LSAW linepipe and lead times and prices for linepipe reflect the tight conditions for plate.”*” By May of
2007 average plate prices for the year had increased overall because of the tight supply situation.

U.S. producers were asked to provide their backlog of orders for CWLDLP as of December of
each year for the 2001-06 period, and as of June in 2006 and 2007. Data based on the responses of six
U.S. producers are presented below.*

% (...continued)
24 01-15-00, retrieved June 13, 2007.

% “Oregon Steel Mills Announces Construction of New Pipe Mill,” Business Wire, July 14, 2004, found at
http://findarticles.com/p/articles/mi_mOEIN/is 2004 July 14/ai n6105962, retrieved June 13, 2007.

O | bid.

4L *** as submitted in *** supplemental domestic producer’ s questionnaire response.

42x%* domestic producer questionnaire response, 11-2.

43 xx* domestic producer questionnaire response, 11-2.

4 Certain Carbon Steel Products From Australia, Belgium, Brazl, Canada, Finland, France, Germany, Japan,
Korea, Mexico, Poland, Romania, Spain, Swveden, Taiwan, and the United Kingdom, Inv. Nos. AA1921-197 (Second
Review); 701-TA-319, 320, 325-327, 348, and 350 (Second Review); and 731-TA-573, 574, 576, 578, 582-587, 612,
and 614-618 (Second Review), Volume I1: Information Obtained in the Reviews, USITC Publication 3899, January
2007, table CTL-111-3.

% 1n 2006 domestic steel plate production was reduced because Mittal Steel’s Conshohoken, PA plate mill
experienced motor problems and Mittal’ s Sparrow’ s Point blast furnace was damaged by alightning strike. Metal
Bulletin Research, “Welded Seel Tube & Pipe Monthly,” Issue 30, July 2006, p. 3.

4 Metal Bulletin Research, “Welded Steel Tube & Pipe Monthly,” Issue 32, September 2006, p. 4.
4" Metal Bulletin Research, “Welded Steel Tube & Pipe Monthly,” Issue 39, April 2007, p. 3.

48+ did not provide backlog data and explained that “dueto ***, it is not possible to provide the order backlog
data.” Two additional producers provided incomplete data. *** provided data for 2001, June 2006, and June 2007
only, and *** provided backlog data for December 2006 only, stating that there are no data available for earlier
periods. *** domestic producer questionnaire responses, |1-7c.
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Table 11I-5
CWLDLP: U.S. producers’ order backlogs by product type, as of December 31, 2001-06, June 30,
2006, and June 30, 2007

Alternative Products

Domestic producers of CWLDLP used the same equipment and/or employees to produce a range
of other steel products, including standard pipe, structural pipe, oil country tubular goods, and other line
pipe. Still, CWLDLP accountsfor the bulk of U.S. producers’ total production. Dataregarding U.S.
CWLDLP producers' tota steel capacity and production of other products are presented in table I11-6.
The data reported below are for *** because *** reported that they have not produced other products on
the same equipment and machinery used in the production of CWLDLP and/or using the same production
and related workers employed to produce CWLDLP.* While responding producers production is
concentrated on CWLDLP, other line pipe and structural pipe comprise a sizable portion of their
aternative production.

Table 111-6
CWLDLP: U.S. producers’ total welded steel pipe capacity, and production by product types, 2001-
06

The Commission asked domestic producersif they are able to switch production between
CWLDLP and other products in response to changes in the relative price of CWLDLP and other products
using the same equipment and labor. Five producers reported that they are unable to switch production
between products.® *** reported that it is able to switch production between CWLDLP and *** and
standard or structural pipe of *** in outside diameter. According to ***, switching between wall sizes
and/or products takes an average of *** and incurs a cost of about *** .5 *** can switch production
between line pipe up to 16 inches in outside diameter, standard pipe, and oil country tubular goods.
Because *** never used all of its welded pipe capacity over the review period, it never had to switch
production from one product to another.*

U.S. PRODUCERS DOMESTIC SHIPMENTS
AND EXPORT SHIPMENTS

Dataon U.S. producers  shipments of CWLDLP are presented in table 111-7. U.S. CWLDLP
producers reported no internal consumption and no transfers to related firms during the period for which
data were collected in these reviews. Asshown in the table, U.S. CWLDLP shipment quantity declined
from *** gshort tonsin 2001 to *** short tonsin 2005, before increasing to *** short tonsin 2006, for a
*** percent decline over the period. The value of U.S. CWLDLP shipments, however, increased after
2004 at a greater rate than shipment quantity, ending 2006 *** percent higher than in 2001. The quantity

49 All domestic producer questionnaire responses, 11-6. Their individual mill capacity to produce CWLDLP was
asfollowsin 2006: *** short tons; *** short tons; and ***.

% Firms responding no were: ***. Domestic producer questionnaire responses, |1-5.
Stxx* domestic producer questionnaire response, |1-5.
52 x%* domestic producer questionnaire response, |1-5.
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and value of U.S. producers export shipmentsincreased by *** and *** percent, respectively, between
2001 and 2006.® The average unit values of U.S. producers’ U.S. shipmentsincreased over the review
period and were higher in January-June 2007 than in January-June 2006, although in part this reflects
product mix. The average unit values of U.S. producers export shipments fluctuated between 2001 and
2006, but ended 2006 *** percent higher.

Table I1I-7
CWLDLP: U.S. producers’ shipments, by types, 2001-06, January-June 2006, and January-June
2007

Dataon U.S. producers shipments of CWLDLP by grade, size, and wall thickness are
presented in table I11-8. Appendix F contains dataon U.S. producers’ shipments of CWLDLP by weld
type (ERW and SAW). The most common grades shipped were those in the middle bands, X-60-69 and
X-70-79. Mid-sized CWLDLP, between 24 and 42 inches in outside diameter, was shipped in greater
quantities than smaller and larger-sized pipe in every year between 2001 and 2006, except 2005, and in
the interim periods of January-June. CWLDLP in the thinnest wall thickness, less than 0.500 inch, was
shipped in substantially greater volumes than thicker walled pipes, although the gap narrowed noticeably
in 2006.

Table I11-8
CWLDLP: U.S. shipments by grade, size, and wall thickness, 2001-06, January-June 2006, and
January-June 2007

U.S. PRODUCERS INVENTORIES

Dataon U.S. producers’ inventories of CWLDLP are presented in table 111-9. These data show
that U.S. producers’ inventories of CWLDLP at year-end 2006 were *** percent lower than inventories
held at year-end 2001, in volume terms. The ratio of inventories to production and the ratio of
inventories to total shipments decreased by *** and *** percentage points, respectively, between 2001
and 2006. Inventories on hand in June 2007 were lower still in both absolute and relative terms.

Inventories of both ERW and SAW line pipe generally declined between 2001 and 2004 before
increasing through 2006 to levels still well below thosein 2001. U.S. producers’ inventories of ERW
large diameter line pipe decreased by *** percent between 2001 and 2006, in volumeterms. U.S.
producers’ inventories of SAW large diameter line pipe decreased by a greater amount, *** percent,
between 2001 and 2006, in volume terms.

%3 The three producers that reported their principal export markets cited only Canada: ***. All domestic
producer questionnaire responses, 11-10a and I1-10b.
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Table 111-9
CWLDLP: U.S. producers’ end-of-period inventories, by type, 2001-06, January-June 2006, and
January-June 2007

U.S. PRODUCERS DIRECT IMPORTSAND PURCHASES

Data concerning U.S. producers’ imports of CWLDLP are shown in table I11-10. One domestic
producer reported importing CWLDLP during the period for which data were collected in these reviews.
*** imported CWLDLP, specifically SAW line pipe, from *** in 2001.

Table 111-10
CWLDLP: ***direct imports of SAW large diameter line pipe, 2001-06, January-June 2006, and
January-June 2007

* * * * * * *

The Commission asked domestic producers to report purchases, other than direct imports, of
CWLDLP since 2001. Six domestic producers reported no purchases of CWLDLP during the period for
which data were collected in these reviews.> Only *** reported purchasing CWLDLP produced by both
the ERW and SAW welding methods, al from other (domestic) sources. Table I11-11 summarizes the
quantity and value of *** ERW and SAW purchases.

Table 111-11
CWLDLP: *** purchases of ERW and SAW large diameter line pipe, 2001-06, January-June 2006,
and January-June 2007

*** purchased ERW and SAW large diameter line pipe from ***. The reason given for these
purchases was that the “ pipe was used for projects within ***. We needed small volumes of pipe of an
outside diameter that could not be produced in-house.” >

U.S. PRODUCERS EMPLOYMENT, WAGES, AND PRODUCTIVITY

The U.S. producers employment datafor CWLDLP by type of production method are presented
intablell1-12. The number of production and related workers (PRWs) employed by U.S. CWLDLP
producers increased between 2001 and 2002, decreased in each year between 2002 and 2005, then
increased in the final year of the period. Thisincreasing trend continued in the first half of 2007 as that
period’ s employment was *** percent higher than employment in January-June 2006. Hourly wages
fluctuated over the period but increased by *** percent between 2001 and 2006.

% The producers that reported no CWLDLP purchases were: ***, Domestic producer questionnaire responses,
[1-13aand 11-13b.

%5 *x* domestic producer questionnaire response, |1-13aand 11-13b.
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Table 111-12
CWLDLP: U.S. producers’ employment-related indicators, by types, 2001-06, January-June 2006,
and January-June 2007

Productivity fluctuated broadly between alow of *** tons per hour in 2003 and a high of
nearly *** tons per hour in 2001. The decreasesin productivity during the review period despite
reductionsin employment can be attributed to three factors. First, decreased productivity can be partially
explained by the domestic industry’ s practice of retaining employees that are not needed immediately
when the operation changes from athree or two shift operation to a single shift. Berg and Stupp, for
example, both retained employees while producing on a one shift basis so that they would be immediately
available when the company returned to two shifts either because they were specialized employees,
required lengthy training, or the company was trying to protect its workers.® A second factor cited by
producers as a cause of lower productivity was the criticality of safety specifications required by the
pipeline companies. According to Oregon, because of advances in technology, there are new tests that
must be conducted, which slow the production process down. For example, customers may require
different hydrotesting times, from 10 to 30 seconds, and these changes can dramatically slow
productivity.>” Finally, lower productivity during 2004 and 2005 for Berg was in part due to the fact that
the company was producing CWLDLP for distributorsin small lot orders, which required several
changeovers, thus decreasing productivity.®® The increase in unit labor costs of *** percent from 2001 to
2006 reflected the increase in hourly wages without corresponding gains in productivity over the period.

Employment in the production of SAW pipe declined *** due to the closure of Oregon’'s
Napamill in 2004. Prior to the mill’s closure, its employment decreased from a high of *** in 2002, to
**% in 2003, to *** in 2004, and finally *** in 2005.® These job losses were partialy offset by the
reopening of the former Bethlehem mill by Dura-Bond which added *** workersin 2005 to SAW
production and another *** workersin 2006.° Berg's spira pipe mill that is being constructed in
Mobile, AL, isexpected to create at least 100 full-time jobs initialy. The facility could ultimately
employ about 150 workers. Berg expects the jobs to pay between $12.00 and $18.00 per hour.®*

% Hearing transcript, pp. 86-87 (Delig).
5 Hearing transcript, pp. 88-89 (L awrence).
%8 Hearing transcript, pp. 89-90 (Delie).

%9 x%* domestic producer questionnaire response, 11-10a. *** noted that its operating hours fluctuated depending
on projects that were being compl eted.

80 *** domestic producer questionnaire response, 11-10a.

- Wilkinson, Kaija, “Berg Pipeinks deal with city, state,” Press-Register, found at www.al.com, retrieved June
13, 2007.
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FINANCIAL EXPERIENCE OF THE U.S. PRODUCERS
Background

Seven U.S. producers (***) provided usable financial data on their operations on CWLDLP.%
These data are believed to account for the large majority of U.S. production of CWLDLP in 2006. Three
firms (American, Stupp, and U.S. Steel) reported operations on ERW large diameter line pipe, while the
other four firms (Berg, Dura-Bond, Oregon, and SAW Pipes) reported operations on SAW large diameter
line pipe. All firms*** reported afiscal year end of December 31.% Oregon idled its Napa, CA, mill in
July 2004 and permanently closed the facility in December 2004. Dura-Bond is a start-up operation that
began production in 2005. Accordingly, Oregon reported no data for 2005 and 2006, and Dura-Bond
reported no data prior to 2005. SAW Pipes did not provide financial data prior to 2003; therefore,
analyses of datatrends during the period of review should be considered with caution.

Operationson CWLDLP

Income-and-loss data for U.S. producers on their operations on CWLDLP are presented in table
[11-13. Selected financial data, by firm, are presented in table 111-14. The domestic industry experienced
asharp declinein operating income from 2001 to 2002 and an operating loss in 2003 before returning to
profitability in 2004. Operating income notably increased in 2005 and 2006 by $*** and $***,
respectively, and was $*** greater in January-June 2007 than in January-June 2006.

Table I11-13
CWLDLP: Results of operations of U.S. producers, 2001-06, January-June 2006, and January-June
2007

Table ll-14
CWLDLP: Results of operations of U.S. producers, by firm, 2001-06, January-June 2006, and
January-June 2007

* * * * * * *

Despite large increases in sales quantities and values in January-June 2007 as compared to
January-June 2006, the operating margin declined. The decrease in the operating margin was due to the
*** - Absent the effects of ***, the industry reported an operating margin of *** percent in January-June
2007.

While the industry was profitable in both the beginning and end of the period for which datawere
collected, operating income for 2005 and 2006 combined was higher than that reported for 2001 and
2002.%* Net sales quantities steadily declined from 2001 to 2005 by almost *** percent, largely as aresult
of *** and sharp decreasesin sales by ***. Such quantitiesincreased in 2006 as well asin the first half
of 2007 (as compared to the first half of 2006). All four of the U.S. producers operating continuously
from 2001 to 2006 reported improved operating profitability in 2006 as compared to 2001, and five of the

2 The company records underlying the financial datafor *** were reviewed at Commission offices.
Adjustments resulting from the office review have been incorporated in this final report. ***.

8 *xx reported afiscal year end of March 31 and *** reported afiscal year end of June 30. Both producers
reported their financial data on a calendar-year basis.

8 |f datafor *** are excluded because of the lack of data for 2001and 2002, this statement would still be true.
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six mills that reported interim financial datafor both 2006 and 2007 reported improved profitability in
January-June 2007 as compared to January-June 2006.

On aper-unit basis, operating income was higher in 2006 than in 2001 as the increase in per-unit
net sales values ($*** per short ton) was greater than the combined effects of an increase in the unit cost
of goods sold (“COGS”) ($*** per short ton) and a declinein selling, general, and administrative
(“SG&A") expenses ($*** per short ton). Between the interim periods, the increase in per-unit net sales
values ($*** per short ton) was slightly greater than the increase in per-unit COGS ($*** per short ton),
resulting in adlight increase in per-unit operating income in January-June 2007 as compared to January-
June 2006.%

The results of operations by production process (shown intable 111-14 and app. C) revea that
operating margins for ERW producers tended to be higher than for SAW producers during the period
2001-06; however, both sets of producers experienced a general decline in profitability from 2001 to
2003, and improved profitability from 2004 to 2006. In January-June 2007, ERW producers continued to
experience increased profitability as compared to January-June 2006 whereas SAW producers
collectively experienced a decline in profitability between the interim periods.®®

A variance analysisfor CWLDLP s presented in table [11-15. The information for this variance
analysisisderived from table [11-13. The variance analysis provides an assessment of changesin
profitability asit relates to changesin pricing, cost, and volume. The analysis shows that the
improvement in operating income from 2001 to 2006 was attributable to the higher favorable price
variance despite an increased unfavorable net cost/expense variance (i.e., prices rose higher than costs and
expenses). The analysis also shows that the decrease in operating income in January-June 2007 as
compared to January-June 2006 was the result of an unfavorable net cost/expense variance more than
offsetting favorable price and volume variances (i.e., even though sales volume increased, costs still
increased more than prices).

Table I11-15
CWLDLP: Variance analysis on operations of U.S. producers, 2001-06, and January-June 2006 to
January-June 2007

Capital Expenditures and Research and Development Expenses

The responding firms' aggregate data on capital expenditures and research and development
(“R&D") expenses are shown in table [11-16. While aggregate R& D expenses declined irregularly from
2001 to 2006, aggregate capital expenditures increased from 2001 to 2003, declined in 2004, then
increased sharply in 2005 and 2006. Datafor January-June 2007 indicate that aggregate capital
expenditures declined while R& D expenses dlightly increased as compared to January-June 2006. While
no firm accounted for the majority of reported capital expenditures over the entire review period, ***
accounted for the vast majority of capital expendituresin 2005 and 2006 ***.%” Not included in the totals
are expenditures related to Berg's $75 million plant in Mobile, AL, the PSL North America $20 million

® |f interim data for *** are excluded because of the unusual circumstances discussed in footnotes to tables 11-
13 and I11-14, per-unit operating income improved between the interim periods as per-unit net sales values increased
by $*** per short ton while per-unit costs and expenses increased by $*** per short ton in January-June 2007 as
compared to January-June 2006.

® |f interim data for *** are excluded because of the unusual circumstances discussed in footnotes to tables 11-
13 and 111-14, the operating margin for the SAW producers during January-June 2007 would be *** percent, and
would thus show improved profitability in January-June 2007 as compared to January-June 2006.

67 Correspondence from ***, June 26, 2007.
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joint venture, the U.S. Steel/Posco/SeAH $93 million joint venture, or the Welspun $66 million spiral
weld joint venture. Intotal, all firms except *** reported capital expenditures, and two firms (both ***
producers) reported R& D expenses.

Table 111-16
CWLDLP: Capital expenditures and research and development expenses of U.S. producers, 2001-
06, January-June 2006, and January-June 2007

* * * * * * *

Assets and Return on | nvestment

Data on the U.S. CWLDLP producers' total assets and their ROI are presented in table 111-17.
The total assets utilized in the production, warehousing, and sale of CWLDLP increased from $*** in
2001 to $*** in 2006, with the decrease in long-term assets from 2003 to 2004 due primarily to ***, and
most of the increase in current assets from 2005 to 2006 due to increases in the prices and costs for
CWLDLP. The ROI trend was similar to the operating income trend, declining after 2001 to negative
levelsin 2003 and 2004 before increasing in 2005 and 2006.

Table 111-17
CWLDLP: Value of assets and return on investment of U.S. producers, 2001-06

* * * * * * *
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PART IV: U.S.IMPORTSAND THE FOREIGN INDUSTRIES
U.S.IMPORTS

The Commission sent importer questionnaires to 87 firms believed to have imported CWLDLP
between January 2001 and May 2007, and received usable data from 21 firms.* During the original
investigations, 22 firms provided the Commission with data on their U.S. imports of CWLDLP.
Compared to Japanese subject exports, firms responding to the Commission’ s questionnaire accounted for
essentially all subject exports from Japan between January 2001 and June 2007, but less than one percent
of subject imports from Mexico (compared to official Commerce statistics) during that period. Import
data in this report for Japan are drawn from questionnaire responses and account for numerous product
exclusions. Import data for Mexico are based on official Commerce statistics and import data for
nonsubject sources are based on official Commerce statistics as revised to exclude ***.

One importer reported importing the subject product through an FTZ, in the port of ***.2 One
importer reported entering or withdrawing CWLDLP from U.S. bonded warehousesin *** .2 Three
importers reported importing CWLDLP under the temporary importation under bond program.*

Data regarding imports of CWLDLP from both of the subject countries and from all nonsubject
countries during the review period appear in table IV-1. The combined imports from the subject countries
decreased overall by two-thirds from 2001 to 2006 and were lower in interim (January-June) 2006 than in
interim 2007.

Between 2001 and 2006 subject imports fluctuated yearly and the quantity of such imports from
Japan and Mexico moved in opposite directions. Between 2001 and 2006, the quantity of U.S. imports of
CWLDLP from all sourcesincreased by *** percent while the value increased by *** percent. The
average unit value of all CWLDLP imports combined reached afull year high in 2006, although the
average unit values for subject imports from Japan and Mexico were actually higher in 2005 than in 2006.
Still, the average unit value for subject imports increased overall from 2001-06 by 93.6 percent while that
of nonsubject imports increased overall by *** percent. The average unit values of imports from both
subject (Japan only) and nonsubject sources were highest in the most recent period, January-June 2007.

* One firm provided incomplete data, 28 firms reported that they did not import CWLDLP during the period for
which data were collected, and 38 firms did not respond to the Commission’s questionnaire.

Z*** importer questionnaire response, 1-10.
3 *** importer questionnaire response, 1-10.
4*** importer questionnaire responses, 1-11.
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Table IV-1

CWLDLP: U.S.imports, by sources, 2001-06, January-June 2006, and January-June 2007*

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)
Japan 29,795 3,986 3,376 7,594 25,232 13,198 10,483 7,356
Mexico 13,265 6,245 8,302 159 35 125 101 0
Subtotal subject 43,060 10,231 11,678 7,753 25,267 13,323 10,584 7,356
All other sources ok ok ok oxk 422,023 729,575 262,679 827,728
Total ok Hkk ok oxk 447,289 742,898 273,262 835,084
Value ($1,000)°
Japan 16,549 1,969 1,710 5,030 28,323 13,693 10,880 14,661
Mexico 6,624 4,229 5,486 111 59 190 142 0
Subtotal subject 23,173 6,198 7,196 5141 28,382 13,883 11,022 14,661
All other sources ok ok ok ok 428,421 753,567 269,889 1,002,845
Total hk i ok oxk 456,803 767,449 280,912 1,017,506
Unit value (per short ton)

Japan $555 $494 $507 $662 $1,123 $1,038 $1,038 $1,993

Mexico 499 677 661 696 1,692 1,518 1,415 A
Subtotal subject 538 606 616 663 1,123 1,042 1,041 1,993
All other sources hk ok ok ok 1,015 1,033 1,027 1,212
Average ok ok ok oxk 1,021 1,033 1,028 1,218

Share of quantity (percent)

Japan rk hk ok ok 5.6 1.8 3.8 0.9

Mexico Kok Kok Kok Kok %) ) ) )
Subtotal subject oxk ok hk hk 5.6 1.8 3.9 0.9
All other sources ik ok ok ok 94.4 98.2 96.1 99.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table continued on next page.
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Table IV-1--Continued
CWLDLP: U.S.imports, by sources, 2001-06, January-June 2006, and January-June 2007*

Calendar year Jan.-June

Source 2001 2002 2003 2004 2005 2006 2006 2007

Share of value (percent)

Japan rk hk hk Hhk 6.2 1.8 3.9 14
Mexico Kok Kok Kok Kok ) ) 0.1 )
Subtotal subject oxk ok hk hk 6.2 1.8 3.9 14
All other sources ik ok ok ok 93.8 98.2 96.1 98.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Ratio of import quantity to U.S. production (percent)

J ap an *kk *kk *kk *kk *kk *kk *kk *kk
MEXiCO *kk *kk *kk *kk *kk *kk *kk *kk
Subtotal subject ok ok o ok ok ok ok -
All other sources ok i ok ok wkk ok Hokk kk
Total *kk *kk *kk *kk *kk *kk *kk *kk

1 U.S. import data for Japan are based on guestionnaire responses to account for U.S. importers’ reported imports of excluded welded
large diameter line pipe. U.S. import data for Mexico and all other sources are based on official Commerce statistics. U.S. import data for
all other sources have been adjusted to exclude imports from *** of cut-to-length plate by *** that were ***.

Z L anded, duty-paid.

¥ Less than 0.05 percent.

Source: Compiled from data submitted in response to Commission importer questionnaires and from official Commerce statistics.

There are numerous exclusions from the antidumping duty order under review for specific line
pipe specifications produced in Japan (see Part I). The following table presents information on the
quantity and value of U.S. imports of CWLDLP from Japan that are excluded from the order. Imports of
excluded SAW products have constituted the majority of such imports since 2004.

Table V-2
CWLDLP: Japan’s exports of excluded products to the United States, 2001-06, January-June 2006,
and January-June 2007

Calendar year Jan.-June

Product 2001 2002 2003 2004 2005 2006 2006 2007

Quantity (short tons)

SAW *kk *kk *kk K%k *kk *kk *kk K%k
E RW *kk *k%k *k% *k%k *kk *k%k *k%k *k%k
Total 50,302 243,068 75,640 84,378 106,078 108,125 64,094 20,026

Source: Compiled from data submitted in response to Commission foreign producer questionnaires.
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During the period for which data were collected, in addition to the two subject countries, the
United States imported CWLDLP from numerous other countries. The leading 18 nonsubject suppliers
are shown intable 1V-3.> Thetotal quantity of CWLDLP imports from all nonsubject sources increased
from 2001 to 2006 by *** percent. Nonsubject imports decreased in each year from 2001 through 2003
and then reversed this trend during 2004-06. Nonsubject import volume increased by 565,049 short tons,
or 215.1 percent, between interim 2006 and interim 2007. The largest sources of nonsubject imports
during the review period were Canada, Germany, and Korea. In addition to these sources, the first half of
2007 saw increased imports from several other countriesincluding (in order of quantity) India, Greece,
Italy, and China. Domestic CWLDLP producers are related to producers of subject line pipe in both
Canada (OSM Tubular) and Germany (Europipe GmbH).

Dataon U.S. imports of ERW large diameter line pipe are presented in table IV-4. The
Commission asked importers to provide information on the maximum length of ERW line pipe imported
without two or more sections of pipe being joined. Importers reported importing pipe from Japan up to
66" in length and from all other sources up to 59" in length, without two sections or more of pipe being
joined. No information on such imports from Mexico was reported in response to the Commission’s
importer questionnaires.

Dataon U.S. imports of SAW large diameter line pipe are presented in table IV-5. The
Commission asked importers to provide information on the maximum length of SAW line pipe imported
without two or more sections of pipe being joined. Importers reported importing pipe from Japan up to
60" in length and from all other sources up to 59" in length, without two sections or more of pipe being
joined. No information on such imports from Mexico was reported in response to the Commission’s
importer questionnaires.

® The datain this table are based on official import statistics of Commerce for CWLDLP under HTS subheadings
7305.11.10, 7305.11.50, 7305.12.10, 7305.12.50, 7305.19.10, and 7305.19.50. U.S. import data for nonsubject
sources are based on official Commerce statistics as revised to exclude ***.

V-4



Table V-3

CWLDLP: U.S.imports from leading nonsubject sources, 2001-06, January-June 2006, and
January-June 2007

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)

Argentina 0 538 4,785 1,133 563 0 0 0
Brazil 63,315 28,600 11,560 23,329 10,506 89,413 34,592 22,689
Canada 116,752 187,709 57,499 190,025 172,772 319,745 113,981 273,791
China 365 2,287 2,100 1,413 8,169 61,287 9,485 45,704
France 0 0 641 1,415 1,582 439 435 36
Germany *Hx ok *hx ok 8,589 36,217 16,449 61,254
Greece 5,363 1,969 0 53,709 9,449 17,385 4,395 78,976
India 12,212 21,304 32,180 18,793 106,493 19,724 666 154,226
Indonesia 9,377 8,482 7,221 7,837 0 0 0 0
Italy 30,038 14,749 5 1,001 14,702 45,677 26,604 76,359
Korea 61,787 70,418 43,603 48,468 51,119 86,528 31,745 61,025
Netherlands 5,718 1,065 0 0 0 55 0 0
Romania 0 1,338 6,248 19,775 20,899 27,731 14,304 13,611
Russia 0 1,087 0 675 2,119 4,641 2477 504
South Africa 1,506 0 85 414 4,353 1,790 749 0
Taiwan 1,578 3,329 2,412 230 1,219 2,729 1,998 422
Ukraine 3,467 1,046 1,963 545 3,979 9,009 2,388 5,366
United
Kingdom 27,444 60,465 51,271 6,209 5,237 7,142 2,352 33,743
All others® 1,673 673 174 1,222 273 62 57 20

Total ok *hx *hx ok 422,023 729,575 262,679 827,728

Table continued on next page.
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Table IV-3--Continued
CWLDLP: U.S.imports from leading nonsubject sources, 2001-06, January-June 2006, and
January-June 2007

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Value ($1,000)°

Argentina 0 198 2,156 644 350 0 0 0
Brazil 39,351 16,991 6,986 15,673 9,333 103,069 39,910 30,314
Canada 73,434 120,389 31,644 117,561 186,415 367,277 125,097 343,002
China 193 1,073 1,150 892 6,537 42,632 7,735 35,858
France 0 0 523 590 713 224 214 122
Germany* i xk ok rk 12,951 49,356 22,187 87,290
Greece 2,430 904 0 32,696 7,863 15,342 3,765 101,763
India 6,459 10,523 15,600 12,963 115,186 13,785 556 194,653
Indonesia 2,958 2,369 2,700 3,153 0 0 0 0
Italy 14,862 7,871 30 967 12,736 45,419 26,748 80,425
Korea 23,271 28,351 20,235 21,737 44,932 71,494 25,066 55,000
Netherlands 2,947 300 0 0 0 41 0 0
Romania 0 551 3,168 10,733 17,214 22,154 11,301 13,227
Russia 0 446 0 560 1,707 2,925 1,538 391
South Africa 818 0 35 214 3,328 1,338 572 0
Taiwan 554 1,327 960 145 919 1,712 1,196 309
Ukraine 1,418 503 946 367 3,146 7,868 2,038 5,024
United
Kingdom 18,575 45,440 38,429 3,955 4,888 8,756 1,800 55,449
All others? 599 94 419 876 203 176 169 17

Total ok Hkx ek fd 428,421 753,567 269,889 1,002,845

Table continued on next page.

V-6



Table IV-3--Continued

CWLDLP: U.S.imports from leading nonsubject sources, 2001-06, January-June 2006, and
January-June 2007

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Unit value (per short ton)

Argentina ¢ $368 $451 $568 $622 @) @) )
Brazil $622 594 604 672 888 $1,153 $1,154 $1,336
Canada 629 641 550 619 1,079 1,149 1,098 1,253
China 528 469 548 631 800 696 815 785
France “ “ 817 417 451 511 491 3,364
Germany* rk xk ok ok 1,508 1,363 1,349 1,425
Greece 453 459 * 609 832 882 857 1,289
India 529 494 485 690 1,082 699 835 1,262
Indonesia 315 279 374 402 § §) ¢ ()
Italy 495 534 5,495 886 866 994 1,005 1,053
Korea 377 403 464 572 879 826 790 901
Netherlands 515 281 * * * 753 * *
Romania * 412 507 543 824 799 790 972
Russia “ 410 @ 831 806 630 621 776
South Africa 544 4 408 518 765 747 763 “
Taiwan 351 398 398 631 754 628 599 733
Ukraine 409 481 482 673 791 873 853 936
United
Kingdom 677 752 750 637 933 1,226 765 1,643
All others? 358 139 2,410 17 745 2,845 2,952 817

Average ok ok ok ok 1,015 1,033 1,027 1,212

1 U.S. import data for Germany have been adjusted to exclude imports of cut-to-length plate by *** that were ***,

2 All others includes imports from Algeria, Australia, Belgium, the Czech Republic, Denmark, Macedonia, Malaysia, New
Zealand, Sweden, Switzerland, and Venezuela.

3 Landed, duty paid.

* Not applicable.

Source: Compiled from official Commerce statistics under HTS subheadings 7305.11.10, 7305.11.50, 7305.12.10, 7305.12.50,
7305.19.10, and 7305.19.50 and ***, used with permission.

V-7




Table V-4

CWLDLP: U.S.imports of ERW-CWLDLP, by sources, 2001-06, January-June 2006, and January-

June 2007 *
Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)
Japan ok ok ok ok ok ok ok ok
Mexico 87 0 8,294 0 19 0 0 0
Subtotal subject . . - - ok ok - ok
All other sources 95,976 86,553 79,253 80,290 73,729 122,959 45,971 105,326
Total sk ok ok ok ok ok ok -
Value ($1,000)*
Japan ok ok ok ok ok ok ok ok
Mexico 39 0 5,481 0 18 0 0 0
Subtotal subject . . - - ok ok ok ok
All other sources 38,072 36,043 36,085 44,332 65,495 100,005 34,571 109,155
Total sk ok ok ok ok ok ok -
Unit value (per short ton)

Japan e e G+ o+ o+ G+ o+ o+

Mexico $449 @) $661 @) 902 ) @) @)
Average ok ok ok ok ok ok ok -
All other sources 397 416 455 552 888 813 752 1,036
Average ok ok ok ok ok - ok ok

Share of quantity (percent)

Japan sk sk ok sk ok ok ok ok
Mexico sk sk sk ok ok ok sk ok
Average ok - ok ok ok ok ok -
All other sources ok - - ok ok ok ok sk
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table continued on next page.
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Table IV-4--Continued
CWLDLP: U.S.imports of ERW-CWLDLP, by sources, 2001-06, January-June 2006, and
January-June 2007 *

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Share of value (percent)
Japan ek ek sk sk sk sk sk sk
Mexico sk sk sk sk sk sk sk sk
Subtotal subject ok ok . ok ok sk sk sk
All other sources ok ok ok ok ok ok sk sk
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Ratio of import quantity to U.S. production (percent)
Japan ok ok sk sk sk sk sk ok
Mexico sk sk sk sk sk sk sk sk
Subtotal subject ok sk . ok ok ok sk sk
All other sources ok . ok ok ok sk sk sk
Total sk sk sk sk sk sk sk sk

1 U.S. import data for Japan are based on questionnaire responses and account for U.S. importers’ reported U.S. shipments of excluded
welded large diameter line pipe. U.S. import data for Mexico and all other sources are based on official Commerce statistics.

2 L anded, duty-paid.

¥ Not applicable.

Source: Compiled from data submitted in response to Commission importer questionnaires and from official Commerce statistics.
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Table IV-5

CWLDLP: U.S.imports of SAW-CWLDLP, by sources, 2001-06 January-June 2006, and January-

June 2007 *
Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)
J ap an *kk *kk *kk *kk *kk *kk *kk *kk
Mexico 13,178 6,245 8 159 15 125 101 0
Subtotal SUb]eCt *kk *kk *kk *kk *kk *kk *kk *kk
All other
sources ok ok ok ok 348,294 606,616 216,708 722,401
Total *kk *kk *kk *kk *kk *kk *kk *kk
Value ($1,000)°
J ap an *kk *kk *kk *kk *kk *kk *kk *kk
Mexico 6,585 4,229 5 111 41 190 142 0
Subtotal SUb]eCt *kk *kk *kk *kk *kk *kk *kk *kk
All other sources ok ok ok ok 362,927 653,561 235,319 893,690
Total *kk *kk *kk *kk *kk *kk *kk *kk
Unit value (per short ton)
Japan $*** $*** $*** $*** $*** $*** $*** $***
Mexico 500 677 603 696 2,696 1,518 1,415 O
Subtotal SUb]eCt *kk *kk *kk *kk *kk *kk *kk *kk
All other sources ik ok ok ok 1,042 1,077 1,086 1,237
Total *kk *kk *kk *kk *kk *kk *kk *kk
Share of quantity (percent)
J ap an *kk *kk *kk *kk *kk *kk *kk *kk
M e Xl co *kk *kk *kk *kk *kk *kk *kk *kk
Subtotal SUb]eCt *kk *kk *kk *kk *kk *kk *kk *kk
A” Other sources *kk *kk *kk *kk *kk *kk *kk *kk
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Table continued on next page.
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Table IV-5--Continued
CWLDLP: U.S.imports of SAW-CWLDLP, by sources, 2001-06, January-June 2006, and
January-June 2007 *

Calendar year Jan.-June

Source 2001 2002 2003 2004 2005 2006 2006 2007

Share of value (percent)

Japan Rk Rk Rk Kk Kk Kk Kk Kk
Mexico Kk Kk Kk Kk Kk Kk Kk Kk
Subtotal subject Kk Kk Kk Kok Rk ik ik Kk
All other sources Kk Kk Kok ok Rk ik Rk Rk
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Ratio of import quantity to U.S. production (percent)

J ap an *kk *kk *kk *kk *kk *kk *kk *kk
MEXiCO *kk *kk *kk *kk *kk *kk *kk *kk
Subtotal subject ok ok o ok ok ok ok -
All other sources ok i ok ok ok ok Hokk kk
Total *kk *kk *kk *kk *kk *kk *kk *kk

1 U.S. import data for Japan are based on guestionnaire responses and account for U.S. importers’ reported U.S. shipments of excluded
welded large diameter line pipe. U.S. import data for Mexico and all other sources are based on official Commerce statistics. U.S. import
data for all other sources have been adjusted to exclude imports of cut-to-length plate *** by *** that were ***.

Z L anded, duty-paid.

¥ Not applicable.

Source: Compiled from data submitted in response to Commission importer questionnaires and from official Commerce statistics.

The Commission asked importers whether they had experienced any changes in the character of
their operations or organization relating to the importation of CWLDLP since 2001. *** responded that it
had not experienced any of these types of changes but that it did experience a significant shutdown
associated with aline pipe failurein *** in 2006.° *** cited a shortage of rail equipment such as cars and
power to move the cars, as a persistent problem since late 2003. According to ***, thisrail car shortage
isduein large part to imported pipes and other imports that arrive in port and are moved by rail to their
final destinations.”

The Commission asked importers to describe any anticipated changes in the character of their
operations relating to the importation of CWLDLP in the future. No importers reported anticipating such
changes with the exception of ***, *** responded that it is primarily *** but will import pipe in sizes,
grades, and volumes that the company *** 8

Several importers reported arrangements for the importation of CWLDLP from Japan and other
sources for delivery in the future. No future orders for importation of CWLDLP from Mexico were

&*** importer questionnaire response, 11-2.
Tx** importer questionnaire response, 11-2.
8x** importer questionnaire response, 11-3 and 11-6.
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reported. Datarelating to U.S. importers orders for importation of CWLDLP from Japan and all sources
other than Mexico, for delivery after June 30, 2007, are presented in table 1V-6.

Table IV-6
CWLDLP: U.S.importers’ orders for importation from Japan and all other sources (excluding
Mexico) for delivery after June 30, 2007

* * * * * * *

CUMULATION CONSIDERATIONS

In assessing whether subject imports are likely to compete with each other and with the domestic
like product with respect to cumulation, the Commission generally has considered the following four
factors: (1) the degree of fungibility, including specific customer requirements and other quality-related
guestions; (2) presence of sales or offersto sell in the same geographic markets; (3) common channels of
distribution; and (4) simultaneous presence in the market. Channels of distribution and fungibility
(interchangeability) are discussed in Parts | and Il of thisreport. Additional information concerning
fungibility, geographical markets, and simultaneous presence in the market is presented bel ow.

Fungibility

U.S. producers and importers of CWLDLP were asked to provide data concerning their U.S.
(commercial) shipments of CWLDLP by grade, size, and wall thickness. These data are presented in
tables V-7 through I'V-9.

Table IV-7
CWLDLP: U.S. producers’ and importers’ commercial shipments, by grade, 2001-06, January-June
2006, and January-June 2007

* * * * * * *

Table IV-8
CWLDLP: U.S. producers’ and importers’ commercial shipments, by size, 2001-06, January-June
2006, and January-June 2007

* * * * * * *

Table IV-9
CWLDLP: U.S. producers’ and importers’ commercial shipments, by wall thickness, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *

Geographic Markets
As noted previously, CWLDLP products produced in the United States are shipped nationally.

Imports of CWLDLP products are predominantly shipped nationally but are also shipped regionally.
Information summarizing the shipments of CWLDLP is presented in Part V of thisreport. Table IV-10

1V-12



presents imports from Japan by Customs districts from 2001 through 2006° while table IV-11 presents
imports from Mexico by Customs districts for the same period. As shown in the tables, the mgjority of
subject imports arrived via ports in the southern United States.

1(;E\i/tl)ll_eDuYP:10U.S. imports from Japan, by Customs districts, 2001-06 and January-June 2007*
Jan.-June
District 2001 2002 2003 2004 2005 2006 2007 Total
Quantity (short tons)
Houston-
Galveston, TX 40,681 48,781 41,455 53,196 100,706 104,594 31,086 420,499
New Orleans,
LA 35,561 17,687 27,199 33,444 33,448 63,315 14,993 225,647
Mobile, AL 15,304 170,423 24,486 4,608 0 0 0 214,822
Los Angeles, CA 636 305 255 309 11 3,345 2,552 7411
Anchorage, AK 0 0 0 4,617 2,387 0 0 7,004
Port Arthur, TX 3,335 1,091 0 0 0 0 0 4,426
Seattle, WA 589 805 159 34 3 82 62 1,734
Savannah, GA 0 0 0 103 111 86 0 301
Great Falls, MT 0 0 0 35 20 0 39 94
Philadelphia, PA 0 23 22 0 0 23 0 67
Laredo, TX 0 0 0 0 16 0 22 38
Minneapolis, MN 0 0 0 0 12 0 0 12
Ogdensburg, NY 11 0 0 0 0 0 0 11
Pembina, ND 0 0 0 0 6 0 0 6
Chicago, IL 0 4 0 0 0 1 0 5
Total 96,117 239,118 93,575 96,347 136,721 171,445 48,754 882,077

! These data are substantially overstated as official import statistics include products that are excluded from the antidumping duty orders.

Source: Compiled from official statistics of Commerce.

® Because data from official statisticsinclude imports of merchandise excluded from the scopes of the
antidumping duty orders, imports presented for Japan are overstated. See Table 1V-2 in this section of the report for
information on imports of CWLDLP from Japan that are excluded from the scope of the order.
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Table IV-11
CWLDLP: U.S.imports from Mexico, by Customs districts, 2001-06 and January-June 2007

Jan.-June
District 2001 2002 2003 2004 2005 2006 2007 Total
Quantity (short tons)

Laredo, TX 13,243 16 8,294 159 35 125 0 21,871
Houston-
Galveston, TX 0 6,229 0 0 0 0 0 6,229
Seattle, WA 23 0 8 0 0 0 0 31

Total 13,265 6,245 8,302 159 35 125 0 28,132
Source: Compiled from official statistics of Commerce.

Presencein the Market

Welded large diameter line pipe products produced in Japan and Mexico were present
throughout the period for which data were collected. Table IV-12 presents monthly import entries into
the United States by sources. Based on Commerce statistics, imports of CWLDLP from Japan entered the
United States in each month between January 2001 and December 2006,*° while imports from Mexico
entered in fewer months, ranging from three to nine months per year during that time.

Table IV-12
CWLDLP: U.S.imports, monthly entries into the United States, by sources, 2001-06 and January-
June 2007

Calendar year Jan.-June
Source 2001 2002 2003 2004 2005 2006 2007
Japan 12 12 12 12 12 12 6
Mexico 9 3 3 5 5 6 0
All others 12 12 12 12 12 12 6
Source: Compiled from official statistics of Commerce.

U.S. IMPORTERS INVENTORIES

Datarelating to U.S. importers’ inventories of CWLDLP are presented in table 1V-13.
Inventories of subject imports from Japan and nonsubject imports were reported in each year of the period
for which data were collected in these reviews. No imports of subject CWLDLP from Mexico were
reported by guestionnaire respondents. 2004 marked the highest level of subject Japanese inventories for
the period. Nonsubject inventories were highest in 2002 and 2003 but by 2006 had reached their lowest
full year level, *** short tons. Total reported importer inventories were at their lowest level (in terms of
guantity) in 2001 and 2006.

10 Because data from official statisticsinclude imports of merchandise excluded from the scopes of the
antidumping duty orders, imports presented for Japan are overstated. See Table 1V-2 in this section of the report for
information on imports of CWLDLP from Japan that are excluded from the scope of the order.
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Table 1V-13
CWLDLP: U.S.importers’ end-of-period inventories of imports, by source, 2001-06, January-June
2006, and January-June 2007

* * * * * * *

Relative to import quantity, inventories of total imports ranged from *** percent to *** percent
of imports between 2001 and 2006. Asaratio to U.S. shipments of imports, inventories of total imports
in this period ranged from *** percent to *** percent.

THE INDUSTRY IN JAPAN

Overview

In their responses to the Commission’ s notice of institution in the current five-year reviews,
counsel on behalf of respondents identified three known producers of CWLDLP in Japan.'* The
Commission issued questionnaires to each of these companies as well as to three potential
producers/exporters identified through further research.’> Counsel on behalf of three Japanese
respondents provided complete data and no response was obtained from the three potential producers.
Accordingly, the data presented in this section of the report are for JFE Steel Corp. (“JFE”), Nippon Steel
Corp. (“Nippon”), and Sumitomo Metal Industries, Inc. (“Sumitomo”).*?

In the original investigations, four producers in Japan provided the Commission with complete
data: Kawasaki Steel Corp. (“Kawasaki”), Nippon, NKK Corp. (“NKK”), and Sumitomo. 1n 2003, JFE
was created as aresult of the merger of Kawasaki and NKK. JFE operates the CWLDLP production
facilities of the former Kawasaki and NKK. Therefore the foreign industry coverage in these reviewsis
the same asin the original investigations.*

Table 1V-14 presents comparative information available from the original investigations and the
current reviews.

" The Japanese producers identified were: JFE Steel Corp., Nippon Steel Corp., and Sumitomo Metal Industries,
Ltd.

2 Maruichi Steel Tube Ltd., Nisimura Koki, and Osaka Tokushu K okan.

3 The Commission’ s questionnaires directed foreign and domestic producers to provide business plans or internal
documents, reports, or studies, relating to future CWLDLP market conditions. Japanese producer JFE provided with
its questionnaire response, a company line pipe publication. In alater submission, through counsel, JFE provided 5
documents including a market study of the welded line pipe market and Nippon provided a company-generated chart
of current and future global large diameter pipeline projects. Additional documentation was submitted through
counsel by all three producers of CWLDLP in Japan. The producers provided 16 documents that address global or
North American demand for welded line pipe or refer to specific producers expected demand for welded line pipe.
The Japanese respondent interested parties’ prehearing brief included two market studies and numerous articles and
company press releases relating to future CWLDLP market conditions. The Japanese respondent interested parties
posthearing brief included company orders and numerous documents related to future demand for CWLDLP for
pipeline and natural gas projects.

14 Japanese producers  response to the notice of ingtitution, p. 9.
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Table IV-14
CWLDLP: Comparison of select Japanese producer data, 2000 and 2006

Iltem 2000 2006
Capacity (short tons)
ERW ok ok
SAW ok ok
All CWLDLP 616,248 1,086,984
Production (short tons)
ERW ok ok
SAW —-— —-—
All CWLDLP 536,677 1,077,702
Capacity utilization (percent)
ERW —-— —-—
SAW ok ok
All CWLDLP 87.1 99.1
Exports/shipments (percent)
ERW ok ok
SAW ok ok
All CWLDLP Frk 98.4
Inventories/shipments (percent)
ERW ok ok
SAW ok ok
All CWLDLP i 11.8
Source: Confidential 2000 data were taken from tables VII-2, VII-3, and VII-4 of the confidential original report
(INV-Y-214, October 17, 2001), public 2000 data were taken from the same tables in Certain Welded Large
Diameter Line Pipe from Japan, Inv. No. 731-TA-919 (Final), USITC Publication 3464, November 2001. 2006 data
are from questionnaire responses.

Two of the responding firms, JFE and Nippon, produce ERW and SAW line pipe whereas
Sumitomo produces only SAW pipe.® None reported producing API-certified CWLDLP that is spiral-

15 The Commission asked foreign producers to describe the production technology and inputs used in the
manufacture of CWLDLP. *** reported that because its CWLDLP target market is non-conventional material, it has
introduced new production technology to make high-end material. The company introduced ***. By this process,
*** can make pipe with better mechanical properties for critical applications such as high strength, sour service, and
heavy wall thicknesses. *** pipe mill upgraded its *** production operation to make heavy wall thickness *** pipe.
*** produces pipe using the *** and reported no significant changes in production technology since 2001, but is
investing in technological improvements to produce commercially feasible quantities of high-strength line pipes.
Because ***, it makes CWLDLP from *** . With regard to changes in production technology, *** reported that it

(continued...)
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welded.’® Because production doubled and capacity nearly doubled since 2000, capacity utilization was
higher in 2006 than in 2000. These increases were driven by increasesin SAW capacity and production.
Export shipments continue to account for nearly all shipments by producers of CWLDLP in Japan.

CWLDLP Operations

Data on Japan’s total CWLDLP capacity, production, inventories, and shipments are presented in
table 1V-15. Between 2001 and 2006, Japanese CWLDLP capacity and production increased by 33.2 and
37.5 percent, respectively, but fluctuated noticeably over the period for which data were collected.”’
Capacity utilization remained above 96 percent in each year and was highest at 99.5 percent in January-
June 2007.

In response to the Commission’ s question on changes in capacity, *** reported that after ***, it
shut down *** with atotal capacity of *** tons per year, and shut down *** which had a theoretical
annual capacity of *** short tons. Since then, the company has not expanded capacity to produce
CWLDLP but has instead upgraded its ability to produce high-end products.*®

In response to the Commission’ s question regarding limitations on the quantity of CWLDLP that
each firm is capable of producing, *** cited the availability of steel plate as alimiting constraint.’® At
**% k%% \When *** receives an order for high-grade pipe, ensuring a supply of high-grade steel platesis
critical because they are not as widely available as plates for lower-grade SAW pipes.® For *** and ***,
profitability and market considerations are major limitations on production. At *** when rolling capacity
exceeds steel making capacity, if the profitability and efficiency of CWLDLP isinferior to other products,
the allocation of the input materials will be mainly directed to those other products.® Available skilled
labor is a production limitation for ***  which reported that it is not easy to recruit highly capable
operators, training istime-intensive, and currently all operators are working at full capacity. *** aso
strives to meet the needs of its existing customers. Because of its customer relationships, *** supplies
*** instead of assigning capacity exclusively to the production of CWLDLP.

15 (...continued)
has developed higher grade steel plates for *** grade CWLDLP. *** foreign producer questionnaire responses, I1-5.

%% *** forgign producer questionnaire response, 11-3. The Domestic Interested Parties’ posthearing brief
criticized JFE and Sumitomo for ***. According to the domestic interested parties, JFE ***. |n addition, Sumitomo
*** Domestic interested parties’ posthearing brief, pp. 1-2. ***. Response of the Japanese Producers to Staff
Questions, September 12, 2007.

7 Counsel on behalf of the responding producers in Japan explained that they reported capacity based upon the
mix of production, not theoretical machine capacity. Therefore, capacity closely tracks production and for ***
capacity matches production in each year of the period. Staff telephone interview with ***, July 2, 2007.

18 %% foreign producer questionnaire response, |1-1.

19 %% foreign producer questionnaire responses, |1-6(a).
20 x*x* foreign producer questionnaire response, 11-6(b).

2Lx** foreign producer questionnaire response, |1-6(a).

2= foreign producer questionnaire response, |1-6(b).

IV-17



Table IV-15

CWLDLP: Japan’s capacity, production, inventories, and shipments, 2001-06, January-June 2006,

and January-June 2007

Calendar year Jan.-June
ltem 2001 2002 2003 2004 2005 2006 2006 2007
Quantity (short tons)
Capacity 815,830 [ 1,290,893 | 1,477,124 | 1,421,559 | 1,071,217 | 1,086,984 566,589 424,901
Production 783,746 | 1,281,045 | 1,462,527 | 1,391,183 | 1,063,726 | 1,077,702 561,811 422,896
End-of-period inventories 105,605 103,686 163,841 133,360 112,327 125,957 116,296 116,481
Shipments:
Internal consumption/transfers i i ok ok ek ok ek ok
Home market ok ok ok ok ok - ok ok
Exports to:
United States ok ok ok ok ok - ok ok
European Union ok ok ok ok ok ok ok ok
Other Asia ok - ok ok ok ok ok ok
China ok - ok ok ok ok - ok
All other markets 349,335 335,050 794,367 828,227 684,305 754,538 427,139 279,490
Total exports 819,233 | 1,277,901 | 1,400,742 | 1,408,516 | 1,074,311 | 1,047,110 555,072 429,430
Total shipments 821,150 [ 1,282,962 | 1,402,370 | 1,421,664 | 1,084,758 | 1,064,071 562,885 437,960
Ratios and shares (percent)
Capacity utilization 96.1 99.2 99.0 97.9 99.3 99.1 99.2 99.5
Inventories/production 135 8.1 11.2 9.6 10.6 11.7 10.4 13.8
Inventories/shipments 12.9 8.1 11.7 94 10.4 11.8 10.3 13.3
Share of total shipments:
Internal consumption/transfers b b ok ek ek ok ok ek
Home market ok ok ok ok ok ok ok -
Exports to:
United States ok ok ok ok ok - ok ok
European Union ok - ok ok ok ok ok ok
Other Asia - ok ok ok ok ok ok ok
China - ok ok ok ok ok ok ok
All other markets 425 26.1 56.6 58.3 63.1 70.9 75.9 63.8
Total exports 99.8 99.6 99.9 99.1 99.0 98.4 98.6 98.1

Table continued on next page.
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Table IV-15--Continued

CWLDLP: Japan’s capacity, production, inventories, and shipments, 2001-06, January-June
2006, and January-June 2007

Calendar year Jan.-June
Item 2001 2002 2003 2004 2005 2006 2006 2007
Value ($1,000)
Commercial shipments:
Home market ok ok ok ok ok - ok ok
Exports to:
United States ok ok ok - ok . ok ok
European Union - ok ok ok ok ok ok ok
Other Asia ok ok - ok ok ok ok ok
China - - ok ok ok ok ok ok
All other markets 158,001 140,190 354,623 392,593 439,407 603,753 337,806 232,141
Total exports 371,681 545,206 626,170 689,940 732,081 826,618 442,243 353,470
Total commercial shipments 371,990 547,996 627,500 697,565 737,909 839,628 446,950 358,577
Unit value (per short ton)
Commercial shipments:
Home market oo oo+ oo+ G+ G+ e+ G o
Exports to:
United States ok ok ok - ok ok ok ok
European Union - ok ok ok ok ok ok -
Other Asia - ok ok ok ok ok ok ok
China ok - ok ok ok ok ok ok
All other markets 452 418 446 474 642 800 791 831
Total exports 454 427 447 490 681 789 797 823
Total commercial shipments 453 427 447 491 680 789 794 819

! Not applicable.

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

Note.--Because of rounding, figures may not add to the totals shown. Ratios and shares are calculated from unrounded figures.

The Commission requested information on the basis of production capacity cal culations made by
the producersin Japan. Data on Japanese producers CWLDLP production capacity calculations are

presented in table IV-16.
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Table IV-16
CWLDLP: Japan’s basis of reported production capacity

* * * * * * *

During the hearing held in connection with these reviews, the Japanese producers were asked
to provide information on their mill’s nameplate or theoretical machine capacity. This information was
provided by the three Japanese producers of CWLDLP in their posthearing brief and is presented below
intable IV-17.

Table IV-17
CWLDLP: Japan’s theoretical mill capacity

* * * * * * *

Sales of CWLDLP accounted for a small share of total sales by responding producersin Japan.
In their most recent fiscal year, *** and *** had the highest percentage of CWLDLP sales with ***
percent, followed by *** with *** percent.”® During the period for which data were collected, the
Japanese industry’ sinternal consumption and home market shipments of CWLDLP increased by *** and
*** percent, respectively. Despite these increases, internal consumption and home market shipments
accounted for only *** and *** percent of total shipmentsin 2006. Also during this period, exports
increased by nearly 28 percent. 1n 2006, exports accounted for 98.4 percent of the Japanese industry’s
total CWLDLP shipments.

Data on shipments by producersin Japan by grade, diameter, and wall thickness of CWLDLP are
presented in table 1V-18. During the review period shipments of CWLDLP produced in Japan were
predominantly in the ***. Shipments by diameter were *** but were generally highest in diameters
greater than *** inches and less than or equal to *** inches. In every year except *** with wall
thicknesses between *** accounted for the largest share of CWLDLP shipments.

Table IV-18
CWLDLP: Japan’s shipments by grade, diameter, and wall thickness, 2001-06

* * * * * * *

Between 2001 and 2006 exports to the European Union, China, and other marketsin Asia
decreased while exports to the United States and all other markets increased overall.** Exportsto all
markets in January-June 2007 were nearly 150,000 short tons less than such exports in January-June
2006. Exports accounted for more than 98.0 percent of total shipmentsin every full and partial year for
which data were collected even as home market shipmentsincreased. Unit values of exportsto the United
States and the European Union reached a peak of *** and ***, respectively, in January-June 2007. The
unit values of exportsto “al other markets’ were also at their highest in January-June 2007, at $831 per
short ton, $40 more per short ton than such export values in January-June 2006.

Producersin Japan provided details on the export markets that they have developed since 2001.
While each listed a variety of export markets that they have developed since 2001, common to all three
were*** and ***, *** has developed export marketsin ***.% *** has developed export markets
through ***. The development of these markets was reportedly unrelated to the antidumping duty orders

Zxxx foreign producer questionnaire responses, |1-9.
2 “All other markets” identified by CWLDLP producers in Japan were: ***,

% x** foreign producer questionnaire response, 11-12.
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under review. *** main export markets and the average percentage of total products sold® to them from
2001 through 2006 are asfollows. ***, *** reported that large, near-term projects are planned in each of
these markets and as a result sales are expected to increase.?” *** reported that since there were several
big pipeline projects underway in *** from 2002 through 2005, *** has increased exports to these
countries.®

Japanese exports of SAW large diameter line pipe (with outside diameters greater than 20 inches)
are currently subject to an 8 percent specia tariff imposed by Russia on December 21, 2006. The
Japanese producers unanimously reported that there have been no negative effects on their sales to Russia
as aresult of the tariff because they export products not made in Russia and Russian customers are willing
to pay the duty. According to the responding producers, their exports of CWLDLP are not subject to any
current investigations in any countries other than the United States.

No producers in Japan reported maintaining inventories of CWLDLP in the United States since
2001.* The Commission asked producers in Japan whether they have imported or have plans to import
CWLDLP into the United States. *** and *** responded in the negative but *** explained that it is
related to *** which does import steel products into the United States®' *** responded “yes’ because it
holds a minority share of importer *** which operates as an independent company. Only *** reported
the capability to produce CWLDLP in countries other than Japan. *** hastwo foreign operations. *** in
*** and the*** in***, According to ***, these related firms have not exported CWLDLP to the United
States.

The Commission requested producers in Japan to report their existing backlog or order book
volume at the end of each year of the review period.* These data are presented in table 1V-19. These
figures represent the volume each firm is committed to produce.

Table IV-19
CWLDLP: Japan’s existing order backlog, December 2001-06, June 2006, and June 2007

* * * * * * *

Data on Japan’s projected total CWL DL P capacity, production, inventories, and shipmentsin
2007 and 2008 are presented in table 1V-20. Projections are based on the orders remaining in effect.

% Based on tonnage, not value.

21 %% foreign producer questionnaire response, 11-12.
2 x** foreign producer questionnaire response, 11-12.
2 x** foreign producer questionnaire responses, I1-13.
%0 %% foreign producer questionnaire responses, |1-11.

3Lxxx foreign producer questionnaire responses, 1-6. *** reported imports of ERW line pipe from ***, produced
by *** in 2005 of *** short tonsand *** short tonsin 2006. *** importer questionnaire response, |1-9a.

%2 The Commission’ s foreign producer questionnaire, 11-6(c).
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Table 1V-20

CWLDLP: Japan’s projected total capacity, production, inventories, and shipments, 2007-08

Projected

Iltem

2007

2008

Quantity (short tons)

Capacity 1,072,878 1,309,315
Production 1,069,086 1,302,844
End-of-period inventories 67,350 67,350
Shipments:
Internal consumption/transfers *kx rkx
Home market Fkk Fkk
Exports to:
United States i ek
European Union xxx xxx
China ok ok
Other Asia ek rkk
All other markets 742,792 737,440
Total exports 1,123,697 1,287,854
Total shipments 1,138,688 1,302,845
Ratios and shares (percent)
Capacity utilization 99.6 99.5
Inventories/production 6.3 5.2
Inventories/shipments 5.9 5.2
Share of total shipments:
Internal consumption/transfers rkx rorx
Home market ek ek
Exports to:
United States ok ik
European Union il i
China ok ok
Other Asia ik ok
All other markets 65.2 56.6
Total exports 98.7 98.8

Table continued on next page.
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Table IV-20--Continued

CWLDLP: Japan’s projected total capacity, production, inventories, and shipments, 2007-08

Iltem

2007

2008

Value ($1,000)

Commercial shipments:

Home market

*kk

*kk

Exports to:

United States

*k%k

*k*k

European Union

*kk

*kk

China ok ok
Other Asia ok ok
All other markets 608,123 649,637
Total exports 911,412 1,119,842
Total commercial shipments 921,992 1,130,422
Unit value (per short ton)
Commercial shipments:
Home market rx o
Exports to:
United States Fkk ok
European Union i il
China ok ok
Other Asia ok ok
All other markets 819 881
Total exports 811 870
Total commercial shipments 810 868

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

Note.--Because of rounding, figures may not add to the totals shown. Ratios and shares are calculated from
unrounded figures. Projections are based on the orders remaining in place. Foreign producers in Japan were
asked whether any projected figures would be different if the orders were revoked and *** responded that their
figures would not change if revocation occurred.

The Commission asked producers in Japan to report anticipated changesin their operations. ***
reported that it does not anticipate any such changes.® *** also responded “no” but explained that ***.

3 x*x* foreign producer questionnaire response, 11-2.
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Construction of thisfacility is scheduled for completion in *** with production to beginin ***. This
investment does not include additions to the pipe mill, but will *** 3 *** business plan calls for *** %
*** estimates that it will export to world markets *** short tons of CWLDLP and *** short tons of
excluded products in 2007. 1n 2008, *** projects total exports of *** short tons of subject merchandise
and *** short tons of excluded product.*

Producers in Japan were asked to describe any plansto add, expand, or curtail their production
capacity in the future. All producersin Japan responded that they have no plans to change their
capacity.® *** qualified this statement by explaining that the company will start commercia production
of ***_ However, thiswill not cause an increase in *** overall production capacity for CWLDLP.*®

Alternative Products

In addition to CWLDLP, firmsin Japan produce a range of other steel products, including
standard pipe, structural pipe, oil country tubular goods, and other line pipe, though CWLDLP accounts
for the bulk of Japanese producers’ total production. Dataregarding all three Japanese CWLDLP
producers total steel capacity and production for all other products are presented in table IV-21.° As
presented in table IV-21, CWLDLP accounted for the most production but standard pipe, structural pipe,
and other line pipe were also produced in significant quantities. As shown in the table, the product mix
remained relatively consistent throughout the period.

The Commission asked producersin Japan if they are able to switch production between
CWLDLP and other products in response to a change in the price of CWLDLP relative to the prices of
other products, using the same equipment and machinery. *** and *** responded that they are able to
switch production at very little cost. *** uses the same facility to produce CWLDLP, *** and reports
that switching between these products is neither costly nor time intensive.® *** js able to switch
production between subject and *** using the same equipment and labor at almost no cost.** ***
explained that it is commercially impractical to switch ***. With respect to spiral-welded products,

*xKk*x 42

3 x** foreign producer questionnaire response, 11-2.

% Sumitomo will invest $83 million in upgrading its plate and pipe-making facilities at its Kashima Steel Works.
The upgrades are being made in part to for the commercia production of pipes with extremely high tensile strengths,
such as X-100 and higher. Hearing testimony, p. 213 (Y amamoto).

% x** foreign producer questionnaire response, 11-2.
37 %% foreign producer questionnaire responses, |1-4.
3 xx* foreign producer questionnaire response, |1-4.
% %% foreign producer questionnaire responses, |1-7.
40xx* foreign producer questionnaire response, 11-10.
4L ++* foreign producer questionnaire response, |1-10.

42+** reported that the production of line pipe for overseas markets currently accounts for *** percent of the total
production of line pipe and other tubing products for fiscal year 2006 (April 1, 2006 through March 31, 2007). ***
foreign producer questionnaire response, 11-10.
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Table IV-21
CWLDLP: Japan’s total steel capacity and production, by product types, 2001-06

Calendar year

ltem 2001 2002 2003 2004 2005 2006

Capacity for all products
(short tons) 1,885,085 2,348,311 2,237,109 2,436,555 2,194,585 2,154,337

Production (short tons):
Subject products 1,002,453 1,438,422 1,590,485 1,607,991 1,296,126 1,263,035
Standard pipe* 263,317 270,590 276,258 321,122 334,234 323,875
Structural pipe 132,231 177,379 122,130 125,499 122,304 133,831
OCTG - —-— —-— —-— - —-—
Other line pipe? 230,296 207,573 91,875 218,921 189,704 169,711
Other - ok ok ok ok ok
All products 1,800,910 2,320,601 2,213,401 2,415,668 2,178,934 2,137,420

Capacity utilization for all
products (percent) 95.5 98.8 98.9 99.1 99.3 99.2

! Used for low-pressure conveyance of air, steam, gas, water, oil or other fluids and for mechanical applications.
2 Welded line pipe 16 inches O.D. or less and/or 64 inches O.D. or greater.

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

THE INDUSTRY IN MEXICO
Overview

In their responses to the Commission’s notice of institution in the current five-year
reviews, counsel on behalf of respondentsin Mexico identified three known producers of CWLDLPin
Mexico and counsel on behalf of respondents in Japan identified a fourth potential Mexican producer.®
The Commission issued questionnaires to each of these companies. Counsel on behalf of three Mexican
respondents provided complete data and the fourth company provided data independently. Accordingly,
the data presented in this section of the report are for Tubacero, S.A. de C.V. (“ Tubacero”), Tuberia
Laguna, SA.deC.V. (“TuberiaLaguna’), Tuberias Procarsa, S A. de C.V. (“Procarsa’), and Tubesa S.A.
deC.V. (“Tubesa’).”

In the preliminary phase of the original investigations, five producers from Mexico provided the
Commission with data: Productora Mexicana de TuberiaS.A. de C.V. (“PMT"), Procarsa, Tubacero,
Tuberia Laguna, and Tubesa. During the original investigations U.S. imports of CWLDLP from Mexico
were largely produced by PMT. In June 2002, after the imposition of the antidumping duty order on

3 The potential Mexican producers identified were: Tubacero, S.A. de C.V., Tuberia Laguna, SA.deC.V.,
Tuberias Procarsa, SAA. de C.V., and TubesaS.A. de C.V.

4 The Commission’s questionnaires directed foreign and domestic producers to provide business plans or internal
documents, reports, or studies, relating to future CWLDLP market conditions. Counsel on behalf of responding
producersin Mexico stated that they do not have business plans specific to the subject products because their
business documents do not separate large and small diameter line pipe. Because they deemed their documents
unresponsive to the Commission’ s request, they were not submitted. Staff telephone interview with *** | June 8,
2007.
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imports of CWLDLP from Mexico, Ispat, which was the mgjority shareholder of PMT, liquidated PMT
and sold off its manufacturing equipment to a firm located in Saudi Arabia.*

Table 1V-22 presents comparative information available from the preliminary investigations
and the current reviews. The dataare comparable in that both captured information from al producers of
CWLDLP in Mexico (five in 2000 and four in 2006 because of the closure of PMT). However, the
companies responding in these reviews calculated capacity differently from the preliminary
investigations.”® Therefore, despite the fact that installed capacity has not increased since the early
1980s,*” and the closure of one producer with 2000 capacity of *** tons, capacity in 2006 is reportedly
higher. This represents differencesin reporting methodol ogy, rather than in equipment or machinery.

One of these responding firms, ***, produces both ERW and SAW line pipe while
*** and *** produce exclusively ERW pipe. *** produces exclusively spiral-welded pipe.* Producers
in Mexico were able to increase production by *** percent from 2000 to 2006 because capacity
utilization in 2000 was only *** percent. By 2006 capacity utilization had reached *** percent.

Table IV-22
CWLDLP: Comparison of select Mexican producer data, 2000 and 2006

* * * * * * *

To better illustrate the differences in reported capacity between the original investigations and
the current reviews, a company by company presentation of capacity is presented intable IV-23. As
stated above, no producer in Mexico reported adding production capacity since 2000.

Table IV-23
CWLDLP: Comparison of select Mexican producer capacity and production data, 2000 and 2006

* * * * * * *

5 Tubacero’ s response to the notice of ingtitution, p. 7. During the period examined in the original investigations
PMT won a contract to supply amajor Enron pipeline project in Florida that resulted in an increase in exports from
Mexico to supply the project. Mexican producers’ posthearing brief, p. 4, hearing transcript, pp. 223-224 (Benitez),
and Certain Welded Large Diameter Line Pipe from Japan and Mexico, Inv. Nos. 731-TA-919 and 920 (Final), Staff
Report, INV-Y-214, October 17, 2001, pp. V-16-V-17.

“ The production capacity of CWLDLP producersin Mexico reportedly has not changed since the original
investigations but the basis on which that capacity was reported has changed. According to Mexican respondent
interested parties, they reported different capacities in these reviews because of changesin their reading of the
guestionnaire instructions. They read the instructions in the original investigations to require production capacity
that could be reasonably expected under normal operating conditions and the instructions in these reviews to require
theoretical machine capacity. Staff telephone interview with *** and ***,

47 Mexican producers posthearing brief, p. 2.

“8 The Commission asked foreign producers to describe the production technology and inputs used
in their manufacture of CWLDLP. The producersin Mexico reported no significant changes in production
technology since 2001 but did describe their production processes. ***’smills one and two produce SAW pipe by a
continuous rolling process (cage forming process), using ERW as atack welding. Further down the line, the pipeis
longitudinally submerged-arc welded, expanded, beveled, and hydrostatically and ultrasonically tested. *** mill
number two aso produces ERW pipe using a continuous rolling process and electric resistance welding by contacts
from 18" to 30" outside diameter. *** manufactures pipe with a Torrance mill using an ERW-high frequency
process. *** reported that it has been using the same mill since 1977 to process pipe with longitudinal, ERW
Torrance, and Thermatool welds. The *** producer, *** reported that its production technology has not changed
since 2001 and that its main production inputs are steel coils, welding wire and welding flux. *** foreign producer
guestionnaire responses, I1-5.
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CWLDLP Operations

Data on Mexico' s total CWLDLP capacity, production, inventories, and shipments are
presented in table IV-24. Because PMT closed in 2002 and did not provide data for 2001-02, the data
presented are understated for those years. During the period for which data were collected in these
reviews, Mexican CWLDLP capacity remained constant while production increased by *** percent
between 2001 and 2006. Capacity utilization increased over this period by *** percentage points. Home
market shipmentsincreased overall by *** percent. In January-June 2007, however, home market
shipments were *** of their January-June 2006 level. Exportsto all other markets*** but *** after
2003. Asashare of production, exports were highest in *** at *** percent and were less than ***
percent in every period thereafter.

Table IV-24
CWLDLP: Mexico’s capacity, production, inventories, and shipments, 2001-06, January-June 2006,
and January-June 2007

* * * * * * *

In response to the Commission’ s question on changes in capacity and plans to add,
expand, or curtail their production capacity in the future, all responding producersin Mexico replied in
the negative. They reported neither changes in their capacity nor plans to change their capacity.* In
addition, all producers reported that they do not anticipate changes in their operations.®® None of the
producersin Mexico have the capability to produce CWLDLP in countries other than Mexico.>* The
Commission asked producers in Mexico whether they have imported or have plans to import CWLDLP
into the United States and all responded in the negative.*

In response to the Commission’ s question on limitations on CWLDLP that each firmis
capable of producing, neither *** nor *** answered. *** explained that there are no constraints, only
those imposed by the product specifications.

The Commission regquested information on the basis of production capacity cal culations made by
the producersin Mexico. Data on Mexican producers CWLDLP production capacity calculations are
presented in table I'V-25.

Table 1V-25
CWLDLP: Mexico’s basis of reported production capacity

* * * * * * *

Sales of CWLDLP accounted for varying shares of total sales by responding producersin
Mexico. Inthe most recent fiscal year, *** had the highest percentage of CWLDLP saleswith ***
percent. *** had the second highest percentage of such sales with *** percent. In contrast, *** percent

49 *** foreign producer questionnaire responses, I1-4 and 11-1.
%0 x** foreign producer questionnaire responses, |1-2.
St x** foreign producer questionnaire responses, |-5.

52 %% foreign producer questionnaire responses, |-6.
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of *** sales and only *** percent of *** total sales were sales of CWLDLP.>® During the period for
which data were collected, the Mexican industry’ sinternal consumption and home market shipments of
CWLDLP increased by *** and *** percent, respectively, though the former remained quite small. Also
during this period, total exports decreased by more than *** percent. At no time during the period did
producers in Mexico report exporting CWLDLP to the European Union, China, or other marketsin Asia.
Exports accounted for the highest portion of shipmentsin 2001 at *** percent, and the lowest in 2004 and
2005, at *** percent. The unit values of exportsto all other markets were highest in 2006, at $***.

Data on shipments by producers in Mexico by grade, diameter, and wall thickness of
CWLDLP are presented in table IV-26. During the period for which data were collected shipments of
CWLDLP produced in Mexico were predominantly in the *** and there were ***. Shipments by
diameter were *** but were frequently highest in diameters between *** inches or between *** inches.
In the *** CWLDLP shipments were predominantly of *** with wall thicknesses between ***,

Table IV-26
CWLDLP: Mexico’'s shipments by grade, diameter, and wall thickness, 2001-06

* * * * * * *

The Commission requested details on the export markets that producers in Mexico have
developed or where they have increased their sales of CWLDLP since 2001. *** reported that it has not
developed export markets, or increased its sales of CWLDLP since 2001, and *** did not respond to the
question. *** explained that since 2001 it has exported to Central and South America, to countries that
either do not produce steel pipes or that demand more pipe than their domestic industries can supply.
*** detailed its sales to specific export markets devel oped since 2001, presented in the tabulation below.>

* * * * * * *

Mexican exports of stedl line pipe are currently subject to a 15 percent tariff imposed by
Venezuelain November 2006.° According to the responding producers, their exports of CWLDLP are
not subject to any current investigations in any countries other than the United States.”’

No producersin Mexico reported maintaining inventories of CWLDLP in the United States since
2001.%®

The Commission requested producers in Mexico to report their existing backlog or order book
volume at year-end. These data are presented in table 1V-27. These figures represent only the data of ***
and *** because the other producers did not respond.® These figures represent the volume each firmis
committed to produce.

Table IV-27
CWLDLP: *** and *** existing order backlog, December 2001-06, June 2006, and June 2007

* * * * * * *

38 x*x* foreign producer questionnaire responses, 11-9.

54 x** foreign producer questionnaire response, 11-12.
% xx* foreign producer questionnaire response, 11-12.
% xx* foreign producer questionnaire response, 11-13.
57 x** foreign producer questionnaire responses, I1-13b.
%8 x** foreign producer questionnaire responses, I1-11.

%9 %% foreign producer questionnaire responses, |1-6¢.
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Dataon Mexico’s projected total CWLDLP capacity, production, inventories, and shipmentsin
2007 and 2008 are presented in table 1V-28. Projections are based on the orders remaining in effect.

Table IV-28
CWLDLP: Mexico’s projected capacity, production, inventories, and shipments, 2007-08

* * * * * * *
Alternative Products

In addition to subject large diameter line pipe, Mexican firms produce a range of other steel
products, including standard pipe, structural pipe, oil country tubular goods, and other line pipe.
CWLDLP accounted for the second largest share of Mexican producers’ total production. Dataregarding
Mexican CWLDLP producers' total steel capacity and production of all products are presented in table
IV-29. The datareported below are for all four responding producers.® As presented in table 1V-29, the
production capacity for all steel products remained constant. The subject product and other line pipe
constituted the bulk of production in Mexico between 2001 and 2006.

The Commission asked producersin Mexico if they are able to switch production between
CWLDLP and other products in response to a change in the price of CWLDLP relative to the prices of
other products, using the same equipment and machinery. Three producers responded that they lack such
a capability while *** reported that it switches production between CWLDLP and pipe made to AWWA
and ASTM specifications based on project demand, not price changes.®

Table 1V-29
CWLDLP: Mexico’s total steel capacity, and production by product types, 2001-06

* * * * * * *

GLOBAL MARKET
Production

Although figures for global CWLDLP production are not generally available, the International
Iron and Steel Institute (“11SI”) publishes data on the global production of a broader product grouping, of
all welded pipe and tube.®* Tables IV-30 and IV-31 present data for global welded pipe and tube
production by region for 1995-2000 and 2001-05, respectively. During the 11-year period from 1995 to
2005, total global pipe and tube production increased irregularly by 14.5 percent, rising by over
6.4 million tons.

80+ foreign producer questionnaire responses, |1-7.
&L %% foreign producer gquestionnaire responses, |1-10.

62191, Seel Satistical Yearbooks 2005 and 2006. Global and regional production data as published by 11SI refer
to welded tube (including, for example, OCTG and standard pipe), and are therefore substantially broader than the
subject merchandise, certain welded large diameter line pipe. As such, global and regional production data represent
genera trends and are for illustrative purposes only.

1V-29



Table 1V-30
CWLDLP: Global welded tube and pipe production, by region, 1995-2000

Calendar year
Region 1995 1996 1997 1998 1999 2000
Quantity (1,000 short tons)
North America® 5,814 6,591 7,587 6,972 6,748 6,914
European Union (15) 9,808 9,478 10,408 10,535 10,445 10,059
Asia, excluding China? 15,301 16,132 17,661 14,786 14,897 15,503
China 5,465 4,740 6,325 4,967 5,495 5,754
CIS? 2,747 3,179 3,135 2,264 2,292 2,791
South America 1,655 2,015 2,459 2,584 1,609 1,258
Other 3,440 2,964 3,802 3,403 3,187 1,334
Total 44,230 45,099 51,378 45,511 44,673 43,612

! Between 1995 and 2000, welded tube production in Mexico increased by 44 percent from 389 thousand short tons to 561 thousand short tons.
2 Between 1995 and 2000, welded tube production in Japan increased by 9 percent from 7,294 thousand short tons to 7,927 thousand short tons.
® Commonwealth of Independent States (CIS) consists of 11 republics of the former Soviet Union.

Note.~The data presented in this table are for all welded tubes, and so are substantially overstated with respect to CWLDLP subject to these reviews. In
addition, the relatively low volume beginning in 2000 reflects the absence of reported Argentine and Turkish production beginning in that year. Original data
were published in metric tons, which were converted to short tons by multiplying by 1.102311. Because of rounding, figures may not add to the totals shown.

Source: International Iron and Steel Institute, Steel Statistical Yearbook 2005 and Steel Statistical Yearbook 2006.

Table IV-31
CWLDLP: Global welded tube and pipe production, by region, 2001-05
Calendar year
Region 2001 2002 2003 2004 2005
Quantity (1,000 short tons)
North America® 4,001 6,340 6,196 4,892 6,662
European Union (15) 10,567 10,364 9,916 10,049 9,984
Asia, excluding China 14,644 14,176 14,315 15,200 14,601
China 7,059 7,729 11,363 14,344 17,274
CIs? 3,332 3,048 3,891 - -
South America 1,803 - - - -
Other 1,278 1,398 1,362 2,088 2,146
Total 42,685 43,055 47,043 46,573 50,668

! Between 2001 and 2005, welded tube production in Mexico increased by 7 percent from 595 thousand short tons to 639
thousand short tons.

2 Between 2001 and 2005, welded tube production in Japan increased by 3 percent from 6,887 thousand short tons to 7,081
thousand short tons.

® Commonwealth of Independent States (CIS) consists of 11 republics of the former Soviet Union.

Note.—The data presented in this table are for all welded tubes, and so are substantially overstated with respect to the CWLDLP
subject to these reviews. Reporting of Brazilian and Thai production ceased after 2001 and Canadian production was not reported
in that year. Original data were published in metric tons, which were converted to short tons by multiplying by 1.102311. Because
of rounding, figures may not add to the totals shown.

Note.--Data not published for the CIS in 2004-05 or for South America in 2002-05.

Source: International Iron and Steel Institute, Steel Statistical Yearbook 2005 and Steel Statistical Yearbook 2006.
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China s emergence as one of the world’ s leading suppliers of steel, and in particular pipe
and tube products, has been an important development in the global industry since 1995. According to
the I1Sl, China overtook Japan in 2001 as the world’ s top producer of welded tubular products. 11SI
reports that during 2001-05, China’ s welded tubular pipe production increased by 145 percent, or by 10
million short tons, to over 17 million short tons. Metal Bulletin Report (“MBR”)® reports that spiral- and
longitudinal-welded line pipe processing in China continued to increase in volume in April 2007.%* MBR
further reports that while China's export rebate for most steel products has been eliminated, the rebate for
tubular exports remains unchanged for API pipe and tube at 13 percent.®

Despite the Chinese industry’ s impressive industry growth, its products still suffer from a
perception of poor quality. The Preston Pipe and Tube Report (“Preston”)® contends that most Chinese
pipe are substandard®” and it has been reportedly advised that Chinese products not be used in some
projectsin lrag, Saudi Arabia, and even in China.®® MBR reported that buyers remain skeptical regarding
the quality of API products from all but the top-tier Chinese producers.*® Recently, however, Baostee!,
China s largest integrated steel producer, appears to be leading a group of Chinese producers to produce
high grade API pipeline. Baosteel has recently successfully tested its X-120 linepipe.”

Though China may have surpassed Japan as the world’ s top producer of welded tubular products,
Japan remains aleading global supplier of high end steel pipes. Producersin Japan have recently won
key contracts to provide very high quality, sour service line pipe to Canada (210,000 short tons), India,
and Algeria, and have been active in Russia.”

Indiais another significant line pipe producer. According to MBR, U.S. imports from India
have become increasingly important since the end of 2006.” Having won major contracts from large
energy companiesin industrialized countries, Indian line pipe producers have gained increasing
acceptance and market share as exporters of high quality products.” Exports of line pipe from India
enjoy a geographic advantage over exports from China and Europe because of India' s proximity to the
Middle East, which is an increasingly important line pipe market.” Currently, India has only asingle
plate producer, SAIL’s Bhihai plant, and therefore must rely on imported steel inputs, primarily from
China.” India's plate capacity is expected to increase by about 4 million short tons per year by 2009

® MBR is a L ondon-based marketing and research company focused on the global tube and pipe industry.
% Welded Steel Tube & Pipe Monthly, May 2007, p. 7.

® There is some uncertainty regarding the decision of the Government of China regarding the rebate. Thereis
speculation is that a change is pending. MBR, Welded Seel Tube & Pipe Monthly, April 2007, p. 5; and August
2007.

® Preston is a Houston-based marketing and research company serving the tube and pipe industry.
® MBR, Welded Seel Tube & Pipe Monthly, April 2007, p. 7 and Preston, April 2007, p.1.

% MBR, Welded Stee! Tube & Pipe Monthly, April 2007, p. 7.

® |bid.

 |bid.

™ But see Domestic Interested Parties’ posthearing brief, exh. 5, regarding capacity expansionsin Russiaand
Ukraine. MBR, Welded Seel Tube & Pipe Monthly, April 2007, p. 7, May 2007, p. 7, and July 2006, p. 12.

2 MBR, Welded Seel Tube & Pipe Monthly, May 2007, p. 5.
" MBR, Welded Sedl Tube & Pipe Monthly, April 2007, p. 7.

™ |bid. But see MBR, Welded Steel Tube & Pipe Monthly, September 2007, pp. 8-9 (indicating that the Middle
East “aims to replace imports’ and identifying 2006-07 mill start-ups in the United Arab Emirates (PSL and Adipco)
and Saudi Arabia (Arabian Pipe)).
*1bid.
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however, when Jindal and Welspun are scheduled to open new plate facilities.” In the United States,
Indian companies have recently formed several joint ventures with U.S. companies to produce large-
diameter line pipe.

Other developments that have directly influenced the global supply of welded large diameter line
pipe include expansions, consolidations, mergers, and alliances among producers and distributors
worldwide. Notable examplesinclude the plans of Hengshu Jinghua Pipe, one of Chind s largest welded
pipe makers, to build a5 million short tons per year ERW, spiral, and galvanized welded pipe mill in
Hebei. Alsoin Hebei, Malaysia s UMW recently formed ajoint venture with China and has begun
construction of awelded pipe mill with a capacity of about 1 million short tons per year.”” Alsoin Asia,
PSL, of India, plansto form ajoint venture with China' s Wuhan Iron and Steel to complete amill with a
production capacity of 100,000 short tons per year.” In the Middle East, POSCO, of Korea, and the Gulf
Investment Corp. plan to build a spiral pipe mill in Oman with a capacity of 250,000 short tons per year.
In Europe, the Ukrainian industry plans to expand its line pipe production capacity by over 220,000 short
tons per year. Also in Europe, Arcelor-Mittal’ s eleventh tube and pipe mill, the $33 million Mittal Aktau
plant in western Kazakhstan, has begun spiral pipe production, with a capacity of 60,000 short tons per
year. Equipment for the mill was supplied mainly by PSL of India.”® In North America, Marubeni-ltochu
of Japan plansto form a joint venture with Canada’s Inuvialuit Development Corp. and Northern
Transportation Co. to supply large diameter line pipe.?® In addition to expanding its Regina spiral mill,
IPSCO plans to expand its large diameter capacity through greenfield operations.®* U.S. producers have
announced capacity expansions of over 1 million short tons per year for large diameter line pipe (seetable
I11-1 and the section entitled “ Potential New Operations’ in Part 111 of this report).

Consumption

Overal, MBR reports that demand for welded large diameter line pipe continues to surpass
current capacity, and price increases are expected to continue until 2008.% On the supply side, production
costs for line pipe are rising because of the short supply, and rising prices, of high quality inputs.® Lead
times for some projects in the United States reportedly have been increased to ayear.®

" 1bid.

" MBR, Welded Sedl Tube & Pipe Monthly, January 2007, p. 12. See also American Metal Market, “SMS Meer
awarded China pipe mill contract,” September 4, 2007, found at http://amm.com/2007-09-04 15-57-13.html,
retrieved on September 21, 2007.

8 MBR, Welded Seel Tube & Pipe Monthly, July 2006, p. 12.
7 MBR, Welded Sted Tube & Pipe Monthly, July 2006, p. 12.
% MBR, Welded Steel Tube & Pipe Monthly, July 2006, p. 12.
8 MBR, Welded Steel Tube & Pipe Monthly, May 2006, p. 12.
8 MBR, Welded Sedl Tube & Pipe Monthly, May 2007, p. 1; August 2007, p. 1.

& Prices of U.S. line pipe have risen to alevel higher than previously expected and line pipein larger sizes and
higher strengths commands an extra price premium. MBR, Welded Steel Tube & Pipe Monthly, August 2007, p. 2.

8 |ead timeis typically from 9-10 months for delivery. MBR, Welded Steel Tube & Pipe Monthly, August 2007,
p. 2.
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MBR estimates that, in the European Union, the order backlog for German and Greek SAW
manufacturers is about three months.® In the CIS,%* MBR reported that line pipe prices have risen in
2006 and have increased considerably throughout 2007.%

However, tight supply has spurred capacity additions worldwide.?® Inthe Americas, for example,
companies have undertaken several investment projects in new capacity. High demand has also attracted
imports, especially from China where a 13 percent export tax rebate remains in place with respect to line
pipe, although it has been rescinded with respect to other forms of welded pipe.®®

Preston stresses that in 2006, line pipe was the “individual standout” registering an increasein
total shipments of 3.6 million short tons over 2005. This “unprecedented spike” in line pipe shipments,
according to Preston, came predominantly from sizes over 16".%

According to the Department of Energy, applications for projects requiring line pipe remain
relatively high through 2010, with additional applications through 2015. Table IV-32 shows natural gas
pipeline project applications in the United States that have been submitted and, in many cases, approved.

Table IV-32
CWLDLP: Applications for future natural gas projects, 2007-15"
Year Line pipe applications (miles)
2007 4,175
2008 6,099
2009 4,679
2010 3,056
2011 578
2012 2,305
2013 A
2014 ()
2015 1,561
Total 22,453
! These natural gas pipeline projects have been submitted to the Federal Energy Regulatory Commission and some have
been approved.
2 None reported.
Source: James Tobin, Natural Gas Industry Analyst, Energy Information Administration, U.S. Department of Energy, June 2007.

According to the Pipeline & Gas Journa (“P&GJ’), “unprecedented” investment opportunities
for pipeline construction have continued to develop worldwide. Globally, 98,232 miles of new and

& |bid.

% The CIS or Commonwealth of Independent States includes 11 republics of the former Soviet Union.
8 MBR, Welded Sedl Tube & Pipe Monthly, August 2007, p. 9.

% MBR, Welded Seel Tube & Pipe Monthly, August 2007, p. 1.

¥ MBR, Welded Seel Tube & Pipe Monthly, May 2007, p. 1.

% Preston, March 2007, p. 1.
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planned oil and gas pipelines are under construction, or in the planning stages, including 40,210 milesin
North America.® Indeed, the Energy Information Administration’s Annual Energy Outlook 2007 projects
that U.S. natural gas consumption will rise from 22 trillion cubic feet (Tcf) in 2005 to 26.1 Tcf in 2030.%
Chinareportedly plans to extend its current 40,000-km of energy pipelines by adding
approximately 25,000-km of pipelines by 2010 to meet rising energy demand.®® These additions include
many major gas pipeline projects, including the 1,674-km pipeline linking the Sichuan province to
Shanghai and the 842-km pipeline to the Henan and Shandong provinces as reported by MBR. These
pipeline projects are estimated to require atotal of nearly 300,000 short tons of LSAW line pipe.** Global
pipeline construction activities have also intensified in India, Japan, Central and South America, Africa,
the Asia Pacific Region, and Russia, asindicated intable 1V-33. Projectsin the Asia Pacific Region
include Malaysia s Sabah-Sarawak gas pipeline requiring 100,000 short tons of X-70, 28-inch outside
diameter line pipe for sour service® and the 500,000 short ton Kallimantan-Java project in Indonesia
(which will be supplied by Indonesian producers).* In the Middle East, Saudi Arabiais constructing its
Manifafield which will require 300,000 short tons of line pipe to be supplied by millsin India (Jindal
SAW specifically), Japan, and Saudi Arabia.®” According to the Pipeline & Gas Journal, Russia's
Sakhalin | and |1 projects are the most significant projects under construction in the world.*® Russiais

° The Pipeline & Gas Journal isaHouston, TX, based trade journal in the pipeline construction and large civil
pipelineindustry. Found at http://www.pipelineandgasjournal.com/PGJ/pgj archive/Jan07/pipereport1-07.pdf,
retrieved June 25, 2007. See also Cowden, Michadl, “Pipeline projects gushing as energy tagsrise,” American Metal
Markets, September 12, 2007, found at www.amm.com, retrieved on September 13, 2007.

The time frames of pipeline planning can be highly speculative and are subject to extensive regulatory
approvals. For example, the Mackenzie Valley project, a proposed 760-mile natural gas pipeline system along
Canada’ s Northwest Territories to connect northern on-shore gas fields with North American markets may be
postponed because of high line pipe prices and regulatory delays. Cowden, Michael, “High steel costs could shelve
pipeline project,” American Metal Markets, June 4, 2007, found at www.amm.com, retrieved June 5, 2007. Pipeline
operators can now apply for awaiver of the design factor strength requirement (permitting the use of thinner-walled
pipe) if they also take greater safety measures. Projects such as the Kinder Morgan Louisiana and the Rockies
Express pipelines reportedly are taking advantage of the waiver. MBR, Welded Sedl Tube & Pipe Monthly,
September 2007, p. 3.

%2 Energy Information Administration, U.S. Department of Energy, found at http://www.eia.doe.gov/
oiaf/aeo/index.html, retrieved September 2007; Pipeline & Gas Journal’s 2007 Worldwide Pipeline Construction
Report. The Pipeline & Gas Journal is a Houston, TX, based trade journal in the pipeline construction and large
civil pipelineindustry. Found at http://www.pipelineandgasj ournal.com/PGJ/pgj_archive/Jan07/pipereport1-07.pdf,
retrieved June 25, 2007.

% “Boom seen for China s energy pipelines,” China Ingtitute, February 26, 2007 as submitted in the Japanese
producer’s supplemental response to the foreign producer questionnaire, June 11, 2007, exhibit 7.

% Chinese export price is approximately $780 per metric ton FOB. See MBR, Welded Steel Tube & Pipe
Monthly, May 2007, p. 7.

% MBR, Welded Steel Tube & Pipe Monthly, August 2007, p. 7.
% MBR, Welded Seel Tube & Pipe Monthly, August 2007, p. 7.
I bid.

% “P& GJ's 2007 Worldwide Pipeline Construction Report,” Pipeline & Gas Journal, January 2007, pp. 17-20, as
submitted in the Japanese producers’ supplemental response to the foreign producer questionnaire, June 11, 2007,
exhibit 6.
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aso planning construction of a 4,100-km pipeline from Siberia to the Pacific coast to supply oil to Asian
countries. This project could be completed in three to four years according to Russian government
officials.”

Table IV-33
CWLDLP: Global current and planned pipeline construction, by region, 2003-07

Calendar year

Region 2003 2004 2005 2006 2007

Construction and planned mileage® (miles)

North America 21,040 12,111 14,296 28,314 40,210
International® 47,190 41,704 37,909 53,279 58,022
South and Central America 4,155 2,848 6,707 8,957 10,855
Africa 8,179 4,319 3,870 10,848 8,004
Asia Pacific 21,394 19,099 15,156 13,212 23,248
Former Soviet Union and
Eastern Europe 7,963 9,698 10,626 15,161 11,319
Middle East 3,235 968 669 3,941 3,146
Western Europe and EU countries 2,264 4,772 881 1,160 1,450
Total 68,230 53,815 52,205 81,593 98,232

*All data were obtained from survey results issued in January of the year unless otherwise stated.
2All international data for 2003 were issued in August 2003.

Source: “P&GJ’s Worldwide Pipeline Construction Report,” Pipeline & Gas Journal, 2003-2007, found at
http://www.pipelineandgasjournal.com/PGJ/pgjarchv.htm, retrieved June 25, 2007.

Prices

MBR notes that although Chinese imports are priced about $190 a ton lower than comparable
U.S. products, high demand in the U.S. line pipe market tends to mitigate the significance of thislarge
price differential.’® MBR expects that the current U.S. market conditions for large-diameter line pipe,
namely, short supply, high order volume, and long lead times, will persist through 2007.** Rising energy
and raw material costs have also reportedly exerted upward pressure on prices. MBR notes that, in
response to a plate price increase of $20-40 per ton, APl 5L X-65 LSAW line pipe has been priced, on
average, at $1,450-1,470 aton in 2007.'%

% “Russia laying infrastructure to sell more oil to Asia,” Alexander’'s Gas & Oil Connection, Vol. 12, Issues 10,
May 31, 2007, as submitted in the Japanese producers supplemental response to the foreign producer questionnaire,
June 11, 2007, exhibit 12.

100 AP| 5L X-42 line pipeis sold at between $885-900 per ton in Houston while similar Chinese product imported
in Houston costs about $770-785 per metric ton. See MBR, Welded Steel Tube & Pipe Monthly, May 2007, p. 2.

101 MBR, Welded Steel Tube & Pipe Monthly, May 2007, p. 3.

192 1bid.
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MBR reports that the tight market for line pipe is agloba phenomenon. In Brazil, for example
line pipe demand is so high that producers are operating at full capacity, and prices continue to rise.®
MBR expects that market fundamental s of the line pipe business, including high market demand, the high
cost of steel plate, and high energy costs, will push prices even higher in the coming year, especialy for
high-quality ERW line pipe.’® Thereafter, MBR expects that new capacity and capacity expansions will
permit supplies to catch up with rising demand, easing upward pressure on line pipe prices.

MBR stresses that it does not expect China' s domestic line pipe pricesto continue rising at their
current rate through the end of 2007. In China, MBR maintains that substrate price increases have
exerted upward pressure on domestic pipe and tube prices, but that actual price increases are expected to
be modest. MBR expects Chinese low-cost exports to continue to exert downward pressure on global
prices during the second and third quarters of 2007.

Tables IV-34, 1V-35, and I'V-36 show price trends for several types of line pipe in the United
States and other countries between February 2006 and September 2007. These data, however, are
collected based on different product categories, timing, and commercial considerations, and are distinct
from the pricing data presented in part V of this report, which are collected directly from U.S. producers
and importers according to precise product definitions. These data indicate that monthly pricesin the
U.S. market remained higher than pricesin other regional markets during 2006 and into 2007. However,
the recent weakening of the dollar has lowered the current relative prices of U.S. domestic product
somewhat, resulting in alowering of U.S. domestic prices for ERW 5L X-42 below those of Japan and
the European Union since February 2007;'® lower prices also have prevailed in the United States (relative
to the European Union) for spiral-welded X-65 pipe during 2007.1% LSAW pipe prices, however,
remained higher in the United States than in other regions.

Table IV-34
CWLDLP: Global pricing for ERW line pipe, grade X-42

* * * * * * *

Table IV-35
CWLDLP: Global pricing for line pipe produced by the U-O-E manufacturing process

* * * * * * *

Table IV-36
CWLDLP: Global pricing for spiral DSAW (X-65)

* * * * * * *

103 MBR, Welded Steel Tube & Pipe Monthly, May 2007, p. 3.

194 MBR, Welded Stedl Tube & Pipe Monthly, April 2007, p. 6 and May 2007, p. 3.

15 According to MBR, the February 2007 U.S. price decline shown in table IV-34 reflects trends rel ated to
nonsubject ERW line pipe. Specifically, MBR’s market intelligence indicated that ERW line pipe prices were
“strong” in sizes greater than 16 inches in outside diameter but had come under pressure in the smaller size range.
Presented U.S. prices beginning in February 2007 are more indicative of ERW line pipein sizes up to 16 inchesin
outside diameter. See correspondence from *** dated September 12, 2007. See also MBR, Welded Steel Tube &
Pipe Monthly, September 2007, p. 2.

106 MBR, Welded Steel Tube & Pipe Monthly, March 2006 - September 2007.
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PART V: PRICING AND RELATED INFORMATION

FACTORSAFFECTING PRICES
Raw Material Costs

The primary raw material used in the production of CWLDLP differs according to the method of
production. For ERW pipe, hot-rolled steel coil isthe principal raw material. For SAW pipe, the
principal raw materials are cut-to-length plate (for LSAW) or hot-rolled steel coil (for HSAW). The
significance of raw material costs in the overall cost structure varies among U.S. producers, but such costs
accounted for an average of *** percent of the total 2006 cost of goods sold for CWLDLP production
(*** percent in the first half of 2007), compared with *** percent in 2000.* The relatively high
proportion of cost accounted for by raw materials has been sustained by the near doubling of the price of
steel plate and steel coil in 2003-05. The prices of hot-rolled coil and cut-to-length plate increased during
2004 and have remained relatively stable (within $50 per short ton) since 2004 (seefigureV-1) . The
cost of coal, scrap, and iron ore (for integrated producers) has risen aswell. The price of scrap has
fluctuated at historically high levels since the beginning of 2004, and increased noticeably in early 2007,
before falling dlightly in mid-2007 (figure V-2). In addition, electricity, natural gas, iron ore, and blast
furnace coke costs have all increased since 2004 (table V-1).2

Transportation Coststo the U.S. Market

Transportation costs for CWLDLP from Japan and Mexico to the United States (excluding U.S.
inland costs) are estimated to be 9.5 and 2.2 percent, respectively, of the total cost of the CWLDLP.
These estimates are derived from 2006 official import datafor HTS subheadings 7305.11.10, 7305.11.50,
7305.12.10, 7305.12.50, 7305.19.10, and 7305.19.50 and represent the transportation and other charges
on imports valued on ac.i.f. basis, as compared with customs value.

1 ERW raw material costs as a percentage of total COGS were *** percent in 2001, *** percent in 2006, and ***
percent in the first half of 2007. SAW raw material costs as a percentage of total COGS were *** percent in 2001
and *** percent in 2006. In the first half of 2007, HSAW raw material costs as a percentage of COGS was ***
percent, compared with *** percent for LSAW. Berg was the only SAW producer in the financial datato operate
continuously during the review period, and its raw material costs as a percentage of total COGS were *** percent in
2001 and *** percent in 2006.

2“Most analysts are tipping iron ore prices will rise for 2008 - with some forecasting ajump of at least 25 per
cent next year as demand outpaces global supply.” “Rio hints at iron ore pricerise,” The Australian, September 4,
2007, downloaded from http://www.theaustralian.news.com.au/story/0,25197,22361897-643,00.html, last accessed
September 5, 2007.
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Figure V-1
Hot-rolled coil and cut-to-length plate prices: Purchasing magazine prices, monthly,
January 2001-August 2007
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Source: Purchasing magazine.

Figure V-2
Ferrous scrap prices: No. 1 heavy melt, Chicago and Pittsburgh average consumer prices,
monthly, January 2001-July 2007
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Table V-1
U.S. natural gas, electricity, iron ore, and blast furnace coke prices, 2001-07 (year-to-date)

Iltem 2001 2002 2003 2004 2005 2006 2007
(ytd)
U.S. natural gas industrial price’ $5.24 $4.02 $5.89 $6.56 $8.46 $7.89 $8.07
Electricity industrial price? 5.05 4.88 5.11 5.25 5.73 5.79 6.18
Iron ore (per metric ton) 23.87 26.04 32.30 37.92 44.00 52.00 56.00
Blast furnace coke (per metric ton) 120.00 | 120.00 | 121.00 | 122.00 | 123.00 | 135.00 ®

! Price to industrial users in dollars per thousand cubic feet.
2 Price to industrial users in cents per kilowatt-hour.
% Not available.

Sources: U.S. Energy Information Administration, http://www.eia.doe.gov, official statistics of the U.S. Department of
Energy, http://minerals.usgs.gov/minerals/pubs/commodity/iron ore/feoremcs06.pdf,
http://minerals.usgs.gov/minerals/pubs/commodity/iron _ore/feoremcs07.pdf, and USGS estimates.

U.S. Inland Transportation Costs

Transportation costs of CWLDLP for delivery within the United States vary from firm to firm but
tend to account for arelatively small percentage of the total cost of the product. For thesix U.S.
producers that responded to this question,® these costs reportedly accounted for between 4 and 10 percent
of the total cost of CWLDLP, with an average of 8.1 percent. For the nineimporters that provided usable
responses to this question, these costs accounted for between 2 and 10 percent of the total cost of the
product, with an average of 5.0 percent.*

All six responding U.S. producers reported a geographic market area encompassing the
continental United States, with two of the six responding firms reporting that their market area extends to
cover Alaskaor al of North America. All but one’ of the 14 responding importers reported selling to the
Central Southwest region, and one reported a market area encompassing the entire continental United
States.® ” Other geographic regions were reportedly served by fewer responding importers: five each
served the Midwest and the Southeast, three served the Northeast, and two each served the Mountain and
Pacific Coast regions.

Producers and importers were a so asked to provide estimates of the percentages of their
shipments that were made within specified distance ranges during 2000-06. Among the six U.S.
producers that provided usable responses to this question, an average of 5.0 percent of shipments occurred
within 100 miles of their production facility, 63.3 percent occurred within 101 to 1,000 miles, and 31.7
percent occurred at distances over 1,000 miles. Among the 14 importers that provided usable responses
to this question, six shipped CWLDLP solely within 100 miles of the port or warehouses they use, two
shipped all or nearly all of their imported CWLDLP between 101 and 1,000 miles, and three

¥ SAW Pipes provided no price-related information in these reviews.

4 Eight of 14 responding purchasers noted that the purchasers arrange for transportation once inside the United
States.

S*** which imports CWLDLP for use in barbecue pits.
® Thisimporter, ***.
" The six responding importers of subject CWLDLP reported only selling CWLDLP in the Central Southwest.
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shipped solely distances of over 1,000 miles. The remaining three importers made shipments that were to
more than one distance range.’®

Exchange Rates

Quarterly data reported by the International Monetary Fund indicate that the real value of the
Japanese yen depreciated somewhat until the beginning of 2002, but appreciated irregularly through the
end of 2003, and subsequently depreciated to within 0.3 percent of itsrelative value to the U.S. dollar in
the first quarter of 2005, as compared with the first quarter of 2001. In 2005, however, the real value of
the Japanese yen relative to the U.S. dollar depreciated further (by approximately 16.2 percent) and
remained at about that level (within three percent) through the second quarter of 2007. Thereal value
began to diverge from the nominal value to alarger degree in 2004 (figure V-3). The rea value of the
Mexican peso relative to the U.S. dollar appreciated by approximately 17.2 percent between the first
quarters of 2001 and 2002, then depreciated through 2003 to a value approximately 1.2 percent higher in
the second quarter of 2006 than in the first quarter of 2001. Sincethat time, the real value of the Mexican
peso has been nearly on par with the U.S. dollar, and in the second quarter of 2007 was approximately 2.9
percent higher relative to the U.S. dollar than in the first quarter of 2001. The real and nominal values of
the Mexican peso diverged through the first two years of the period of review, but have retained
approximately the same differential since that time (figure V-4).

Figure V-3

Exchange rates: Indices of the nominal and real values of the Japanese yen relative to the U.S.
dollar, by quarters, January 2001-June 2007
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Source: International Monetary Fund, International Financial Statistics.

8 Of the six responding subject importers, four responded to this question. Three ship *** percent of their subject
imports within 100 miles of the port or warehouses they use, while the other firm ships *** percent between 100 and
1,000 miles, and *** percent over 1,000 miles.
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Figure V-4
Exchange rates: Indices of the nominal and real values of the Mexican peso relative to the U.S.
dollar, by quarters, January 2001-June 2007
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Source: International Monetary Fund, International Financial Statistics.

PRICING PRACTICES
Pricing M ethods

Questionnaire responses reveal that most sales of CWLDLP in the United States are made on a
transaction-by-transaction basis, with project business typically involving a standard bidding process
initiated by end users, and maintenance, repair, and other business typically involving spot salesto
distributors. Few firms reported that they either buy or sell viathe internet. Whereas on-line reverse
auctions were becoming increasingly common in the CWLDLP market during the original investigations,’
this trend has apparently ceased.’®

Pricing in the project market is regularly established a project-specific basis, either through long-
or short-term contracts, or via spot market sales. 1n 2006, one producer sold exclusively vialong-term
contracts, two sold exclusively via short-term contracts, and three sold strictly on the spot market. Six of
seven responding importers sell 100 percent of their imported CWLDLP on the spot market, with ***
being the exception, which made 90 percent of its salesin 2006 via short-term contracts.** Only ***
changed the way it sold CWLDLP since 2001, increasing its percentage sold via long-term contracts to
*** percent.

® Certain Welded Line Pipe from Japan (Final), Inv. No. 731-TA-919, USITC Publication 3464, November 2001,
p. V-4,

1 No producers, and only one importer and purchaser, noted buying or selling CWLDLP over theinternet. This
purchaser uses software for procurement rather than online reverse auctions.

™ Importer *** noted that its sales were 100 percent on the spot market, but within project contracts.
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Some contracts over the period being reviewed contain clauses that gave the mill the right of first
refusal or reserved mill capacity for deliveries at alater date (i.e., contained reservation agreements), as
summarized in table V-2.

Table V-2
CWLDLP: Purchasers reporting right of first refusal and reservation agreements and coverage by
ear, 2001-06

Item 2001 2002 2003 2004 2005 2006

Right of first refusal (only)*

Number reporting 2 3 1 3 2 3

Average percent reported by these firms 53 59 97 61 37 73

Reservation agreements (only)*

Number reporting 1 1 1 1 1 2

Average percent reported by these firms 100 100 100 100 100 70
Neither

Number reporting “100 percent” 14 13 15 14 14 13

! None of the purchasers reported both right of first refusal and reservation agreements.
Note.--Not all firms responded for all questions.

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

Standard Bidding Process

The standard bidding process has not changed substantially since 2001. Based on questionnaire
responses from U.S. producers and importers, CWLDLP sales generally involve a closed bidding
process.” Purchasers, typically oil and gas transmission companies, initiate the process by formulating a
plan covering technical specifications, terms, and timing requirements associated with the welded large
diameter line pipe necessary for a particular project. This plan then serves as the basis for the Request for
Quotation (“RFQ") issued by purchasers to approved CWLDLP manufacturers, which in turn determine
their bids on the basis of estimated costs, available capacity, competition, location, specifications, coating,
freight, and, in the case of some foreign bids, changesin exchange rates. In their questionnaire responses,
purchasers reported contacting between one and 18 suppliers before entering into an agreement to
purchase CWLDLP.** CWLDLP manufacturers are given approximately 2 to 3 weeks to submit their
bids. Though purchasers do not typically reveal the identities of competing bidders to other bidders, it is
generally common knowledge across suppliers, according to questionnaire responses. One producer
replied that purchasers sometimes reveal afew specifics about competing bids, but not the price or which
firm made the offer. Nine of 11 responding importers noted that there is only one chance in bidding on a

2 Five of six producers and nine of 12 responding importers noted that bidding is a closed process. Two
importers, *** noted that bidding is an open process, while the remaining producer (***) and importer (***) noted
that bidding is both closed and open.

3 The majority of purchasers also indicated having changed suppliers since 2001, either adding or dropping one
or more suppliers from their qualified vendors. Specific pipeline project needs may require specific timelines that
are not able to be fulfilled by atraditional supplier.
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particular project, whereas four of six producers stated that they typically receive more than one chance to
bid on a particular project. Two of these producers reported, however, that initial bids/estimates are
provided mostly for budgetary reasons, but, according to ***, once the customer requests firm pricing,
there istypically not another chance to bid. Often projects get delayed, and firm price quotes must be
sought again.

The entire process, from mailing the RFQ to selecting a supplier, generally takes 1 to 2 months.
Negotiations conclude with the award of a purchase order,** but manufacturing and delivery generally
take an additional 6 to 12 months. Payment istypically due 30 days after delivery.

Though thisis ageneral outline of bidding practices, each firm may operate its bidding process
any way it chooses. At the hearing, arepresentative of El Paso stated that it had previously only opened
bidding to prequalified mills, but due to the 18-month or greater lead times it is currently experiencing, if
anon-prequalified supplier places a competitive bid, El Paso will start the qualification process, which
takes four to eight weeks (for domestic and overseas suppliers, respectively).™ El Paso may talk to short-
listed bidders about details of production and logistics, but it is aone bid process.’® A witness for
TransCanada reported using a multiple-step bidding process recently in order to “understand the market’s
capability and willingness to produce the pipe we required for the project,” though it, too, has opened up
bidding to non-prequalified suppliers.” Its recent negotiations have reportedly focused on obtaining
access to more capacity in certain time frames to meet project requirements.’® Part of the ongoing nature
of the bidding negotiations is also reportedly due to the changing needs of the project since the bidding
process has recently had to start well in advance of actual construction.*®

Sales Terms and Discounts

The vast majority of CWLDLP producers and importers did not report having fixed discount
policies. However, some firms reported that volume discounts may be granted during negotiations with
individual customers. U.S. producers and importers showed near unanimity on the issue of payment
terms, with most firms reporting that payment is required within 30 days. U.S. producers and importers
were somewhat mixed with regard to how prices are quoted in the CWLDLP market. Among U.S.
producers, the majority reported that price quotes occur on an f.0.b. basis, but a minority reported that
price quotes occur on both an f.o0.b. and adelivered basis. Among importers, a majority reported that
port-of-entry is the usual basis on which prices are quoted.

PRICE DATA
The Commission requested U.S. producers, importers, and purchasers to provide quarterly data

for the total quantity and value of shipments of five CWLDLP products, by weld type. These datawere
used to determine the weighted-average price of each product and weld type combination in each quarter.

4 At the original investigations' hearing, David Delie of Berg Steel Pipe explained that end usersissue a letter of
intent prior to the purchase order in order to reserve mill space with a selected supplier. Letters of intent are not
payment commitments by the purchaser, thus mills will not begin pipe production until aletter of intent is converted
to apurchase order. Certain Welded Line Pipe from Japan (Final), Inv. No. 731-TA-919, USITC Publication 3464,
November 2001, p. V-5.

15 Hearing transcript, pp. 199-200 (Gillespie).
18 Hearing transcript, p. 288 (Fisher).

7 Hearing transcript, p. 289 (Paul).

8 | bid.

% Hearing transcript, p. 290 (Paul).
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Data were requested for the period January 2001 through June 2007. The products for which pricing data
were requested are as follows:

Product 1.-Line pipe, 18 - 24 in. OD, 0.375- 0.500 in. wall, API 5 LB X-42 - X-56, regardless
of length

Product 2. ine pipe, 18 - 24 in. OD, greater than 0.375 - 0.625in. wall, API 5LB
X-70- X-79, regardless of length

Product 3.-Linepipe, 16 < OD <20in., 0.625 - 0.749 in. wall, API 5L X-70 - X-80, regardless
of length

Product 4.—L ine pipe, 26 - 36 in. OD, 0.625 - 1.000 in. wall, APl 5LB X-42 - X-52,
regardless of length

Product 5L ine pipe, 30 - 42in. OD, greater than 0.625- 1.000in. wall, APl 5LB
X-60 - X-70, regardless of length

Six U.S. producers and six importers provided usable pricing data for sales of the requested
productsin the U.S. market, although not all firms reported pricing data for all products for al quarters.
No responding producer or importer reported sales of product 3 of any weld type (ERW, HSAW, or
LSAW), nor was any data supplied for imports from Mexico. Additionally, 22 purchasers reported their
purchases of CWLDLP during 2001 to 2008 (expected). Pricing data reported by U.S. producers and
importers accounted for *** percent of the 2006 value of U.S. producers domestic commercial
shipments of CWLDLP, aswell as 7.4 and 0.0 percent of the 2006 landed, duty-paid value of imports of
CWLDLP from Japan and Mexico, respectively.

Price Trends

Dataon f.o.b. selling prices and quantities of products 1, 2, 4, and 5 produced using each of three
weld types (ERW, LSAW (single seam), and LSAW (double seam) (“DSAW")),?! sold by U.S. producers
and importers of Japanese CWLDLP are shown in tables V-3 through V-12, and figures V-5 through V-
12, respectively. No importers reported shipping CWLDLP from Mexico during the period for which
data were requested. Across all products for which price trends are evident, prices for U.S.-produced and
Japanese-produced CWLDLP increased. The largest increase in prices occurred during 2004, possibly
reflecting increases in raw material costs. Pricing for product 1 - both domestic ERW and Japanese
DSAW - decreased between 2005 and the second quarter of 2006, but have increased thereafter. Prices
for domestically produced product 4 (DSAW) aso increased during 2006, whereas prices for
domestically produced product 2 (ERW) have been relatively stable since the beginning of 2005.

2 Price data reported by purchasers accounted for 37.0 percent of the 2006 quantity of U.S. producers
commercial shipments of CWLDLP, aswell as 0.6 and 0.0 percent of the 2006 landed, duty-paid value of imports of
CWLDLP from Japan and Mexico, respectively. ***. Dueto the extremely small quantity of imports from Japan
reported by purchasers (for every year after the antidumping order was put in place, the ratio of the quantity of
Japanese CWLDLP purchased to domestically produced CWLDLP purchased never rose above 0.07 percent),
purchaser price data are not shown in this report.

2L Domestic producers and importers of subject CWLDLP reported no U.S. shipments of HSAW pipe that met
these specifications during January 2001-June 2007.
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Table V-3

CWLDLP: Weighted-average f.o.b. prices and quantities of product 1 produced using ERW
technology, as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-4

CWLDLP: Weighted-average f.0.b. prices and quantities of product 1 produced using LSAW
(single seam) technology, as reported by U.S. producers and importers, and margins of
underselling/ (overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-5

CWLDLP: Weighted-average f.o.b. prices and quantities of product 1 produced using DSAW
technology, as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-6

CWLDLP: Weighted-average f.o.b. prices and quantities of product 2 produced using ERW
technology as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-7

CWLDLP: Weighted-average f.o.b. prices and quantities of product 2 produced using DSAW
technology as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-8

CWLDLP: Weighted-average f.o.b. prices and quantities of product 4 produced using ERW
technology as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *
Table V-9
CWLDLP: Weighted-average f.o0.b. prices and quantities of product 4 produced using LSAW

(single seam) technology as reported by U.S. producers and importers, and margins of
underselling/ (overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-10

CWLDLP: Weighted-average f.o.b. prices and quantities of product 4 produced using DSAW
technology as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *
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Table V-11

CWLDLP: Weighted-average f.o.b. prices and quantities of product 5 produced using LSAW
(single seam) technology as reported by U.S. producers and importers, and margins of
underselling/ (overselling), by quarters, January 2001-June 2007

* * * * * * *

Table V-12

CWLDLP: Weighted-average f.o.b. prices and quantities of product 5 produced using DSAW
technology as reported by U.S. producers and importers, and margins of underselling/
(overselling), by quarters, January 2001-June 2007

* * * * * * *
Figure V-5

Weighted-average f.o0.b. prices for product 1 produced using ERW technology, as reported by U.S.
producers and importers, by quarters, January 2001-June 2007

* * * * * * *
Figure V-6

Weighted-average f.o.b. prices for product 1 produced using DSAW and LSAW (single seam)
technology, as reported by U.S. producers and importers, by quarters, January 2001-June 2007

* * * * * * *
Figure V-7

Weighted-average f.o.b. prices for product 2 produced using ERW technology, as reported by U.S.
producers and importers, by quarters, January 2001-June 2007

* * * * * * *
Figure V-8

Weighted-average f.o.b. prices for product 2 produced using DSAW technology, as reported by
U.S. producers, by quarters, January 2001-June 2007

* * * * * * *

Figure V-9
Weighted-average f.o.b. prices for product 4 produced using ERW technology, as reported by U.S.
importers, by quarters, January 2001-June 2007

* * * * * * *

Figure V-10
Weighted-average f.o.b. prices for product 4 produced using DSAW and LSAW (single seam)
technology, as reported by U.S. producers and importers, by quarters, January 2001-June 2007

* * * * * * *
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Figure V-11
Weighted-average f.o0.b. prices for product 5 produced using DSAW and LSAW (single seam)
technology, as reported by U.S. producers and importers, by quarters, January 2001-June 2007

* * * * * * *

Price Comparisons
Comparisons from Current Reviews

Dueto the relatively sparse and/or sporadic nature of purchases and the wide variety of CWLDLP
sold, the number of quarters for comparison are relatively small (31). Comparisons of domestic and
imported Japanese CWLDLP are presented in table V-13. Asa point of comparison, the margins of
overselling and underselling from the original investigation are also discussed below.

Across the 31 quarters of comparison across products and weld types, imported Japanese products
undersold domestic products in 26 of the 31 quarters. Average margins of underselling ranged between
2.0 and 23.6 percent. With respect to the five quarters of overselling by imported Japanese CWLDLP, the
average margins of overselling ranged between 1.0 and 25.2 percent.

Japanese producers cautioned that these price comparisons do not reflect true head-to-head
pricing situations, contending that they reflect *** .

Table V-13
CWLDLP: Number of quarters, and highest, lowest, and average margins of underselling and
(overselling), by product and technology type

* * * * * * *

Comparisonsfrom Original I nvestigations

In the original investigations, products were not separated viaweld type. Subject imports from
Japan of product 1 (line pipe, 18 - 24 in. OD, 0.375 - 0.500 in. wall, API 5 LB X-42 - X-56, regardless of
length) undersold domestic CWLDLP in all 14 quarters where comparisons were possible, with an
average margin of 13.4 percent. For subject imports from Mexico, the Mexican product undersold U.S.-
produced product 1 in two of three possible quarters of comparison, with margins of *** and *** percent.
For the other quarter, imports from Mexico oversold domestically produced product 1 by *** percent.

Three quarters of comparison were also possible for imported Japanese product 2 (line pipe, 18 -
24in. OD, greater than 0.375 - 0.625in. wall, API 5 LB X-70 - X-79, regardless of length), in which the
imported product oversold domestic product twice (by *** and *** percent), and undersold domestic
product 2 once (by *** percent). In the one possible comparison of domestic and imported Mexican
product 2, the Mexican product oversold the U.S. product by *** percent.

For product 3 (product 4 in these reviews; line pipe, 26 - 36 in. OD, 0.625 - 1.000 in. wall, API 5
LB X-42 - X-52, regardless of length), comparisons with imported Japanese CWLDLP were possible in
13 quarters. Imported Japanese product 3 oversold domestically produced product 3 in four quarters, by
an average of 15.9 percent. Underselling of Japanese imported product 3 occurred in the other nine
guarters by an average of 8.4 percent. Comparisons between U.S. and imported Mexican product 3 were
possible in three quarters, with overselling by the Mexican importsin two (by *** and *** percent) and
underselling in the other quarter (by *** percent).

2 Japanese respondent interested parties’ prehearing brief, pp. 59-61.
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Seven quarters of comparisons were possible for imported Japanese product 4 (product 5 in these
reviews; line pipe, 30 - 42 in. OD, greater than 0.625 - 1.000 in. wall, APl 5 LB X-60 - X-70, regardless
of length) in the original investigations, wherein the imported Japanese CWLDLP oversold domestic
product in 5 quarters, averaging 9.5 percent, and undersold domestic product by an average of ***
percent in the other two quarters. Mexican product 4 oversold domestic product 4 by *** percent in one
quarter, and undersold domestic product 4 by *** percent in another.

During the original investigations, 50 contracts for CWLDLP were reported by U.S. producers
and importers. Intotal, they involved 1.8 million short tons valued at $1.5 billion (in final bid values).
More than *** of these were awarded to U.S. firms, *** percent to suppliers of Japanese imports, and ***
percent to imports from Mexico (including part of the Florida Gas Phase 1V pipeline in December 1998
supplied by ***) .2

2 Certain Welded Line Pipe from Japan (Final), Inv. No. 731-TA-919, USITC Publication 3464, November
2001, pp. V-16-18.
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INTERNATIONAL TRADE
COMMISSION

[Investigation Nos. 731-TA-919 and 920
(Review)]

Welded Large Diameter Line Pipe From
Japan and Mexico

AGENCY: United States International
Trade Commission.

ACTION: Institution of five-year reviews
concerning the antidumping duty orders
on welded large diameter line pipe from
Japan and Mexico.

SUMMARY: The Commission hereby gives
notice that it has instituted reviews
pursuant to section 751(c) of the Tariff
Act 0f 1930 (19 U.S.C. 1675(c)) (the Act)
to determine whether revocation of the
antidumping duty orders on welded
large diameter line pipe from Japan and
Mexico would be likely to lead to
continuation or recurrence of material
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injury. Pursuant to section 751(c)(2) of
the Act, interested parties are requested
to respond to this notice by submitting
the information specified below to the
Commission; ! to be assured of
consideration, the deadline for
responses is December 21, 2006.
Comments on the adequacy of responses
may be filed with the Commission by
January 16, 2007. For further
information concerning the conduct of
these reviews and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, part
201, subparts A through E (19 CFR part
201), and part 207, subparts A, D, E, and
F (19 CFR part 207).

DATES: Effective Date: November 1,
2006.

FOR FURTHER INFORMATION CONTACT:
Mary Messer (202—-205-3193), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205—1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—205-2000.
General information concerning the
Commission may also be obtained by
accessing its Internet server (http://
www.usitc.gov). The public record for
these reviews may be viewed on the
Commission’s electronic docket (EDIS)
at http://edis.usitc.gov.

SUPPLEMENTARY INFORMATION:
Background. On December 6, 2001, the
Department of Commerce issued an
antidumping duty order on imports of
welded large diameter line pipe from
Japan (66 FR 63368). On February 27,
2002, the Department of Commerce
issued an antidumping duty order on
imports of welded large diameter line
pipe from Mexico (67 FR 8937). The
Commission is conducting reviews to
determine whether revocation of the
orders would be likely to lead to
continuation or recurrence of material
injury to the domestic industry within
a reasonably foreseeable time. It will
assess the adequacy of interested party
responses to this notice of institution to
determine whether to conduct full

1No response to this request for information is
required if a currently valid Office of Management
and Budget (OMB) number is not displayed; the
OMB number is 3117-0016/USITC No. 07-5-163,
expiration date June 30, 2008. Public reporting
burden for the request is estimated to average 10
hours per response. Please send comments
regarding the accuracy of this burden estimate to
the Office of Investigations, U.S. International Trade
Commission, 500 E Street, SW., Washington, DC
20436.

reviews or expedited reviews. The
Commission’s determinations in any
expedited reviews will be based on the
facts available, which may include
information provided in response to this
notice.

Definitions. The following definitions
apply to these reviews:

(1) Subject Merchandise is the class or
kind of merchandise that is within the
scope of the five-year reviews, as
defined by the Department of
Commerce.

(2) The Subject Countries in these
reviews are Japan and Mexico.

(3) The Domestic Like Product is the
domestically produced product or
products which are like, or in the
absence of like, most similar in
characteristics and uses with, the
Subject Merchandise. In its original
determinations, the Commission found
a single Domestic Like Product
consisting of certain welded large
diameter line pipe, coextensive with
Commerce’s scope.

(4) The Domestic Industry is the U.S.
producers as a whole of the Domestic
Like Product, or those producers whose
collective output of the Domestic Like
Product constitutes a major proportion
of the total domestic production of the
product. In its original determinations,
the Commission found a single
Domestic Industry consisting of all
domestic producers of certain welded
large diameter line pipe.

(5) The Order Dates are the dates that
the antidumping duty orders under
review became effective. In these
reviews, the Order Dates are December
6, 2001 (Japan) and February 27, 2002
(Mexico).

(6) An Importer is any person or firm
engaged, either directly or through a
parent company or subsidiary, in
importing the Subject Merchandise into
the United States from a foreign
manufacturer or through its selling
agent.

Participation in the reviews and
public service list. Persons, including
industrial users of the Subject
Merchandise and, if the merchandise is
sold at the retail level, representative
consumer organizations, wishing to
participate in the reviews as parties
must file an entry of appearance with
the Secretary to the Commission, as
provided in section 201.11(b)(4) of the
Commission’s rules, no later than 21
days after publication of this notice in
the Federal Register. The Secretary will
maintain a public service list containing
the names and addresses of all persons,
or their representatives, who are parties
to the reviews.

Former Commission employees who
are seeking to appear in Commission

five-year reviews are reminded that they
are required, pursuant to 19 CFR 201.15,
to seek Commission approval if the
matter in which they are seeking to
appear was pending in any manner or
form during their Commission
employment. The Commission’s
designated agency ethics official has
advised that a five-year review is the
““same particular matter” as the
underlying original investigation for
purposes of 19 CFR 201.15 and 18
U.S.C. 207, the post employment statute
for Federal employees. Former
employees may seek informal advice
from Commission ethics officials with
respect to this and the related issue of
whether the employee’s participation
was ‘“‘personal and substantial.”
However, any informal consultation will
not relieve former employees of the
obligation to seek approval to appear
from the Commission under its rule
201.15. For ethics advice, contact Carol
McCue Verratti, Deputy Agency Ethics
Official, at 202—205—-3088.

Limited disclosure of business
proprietary information (BPI) under an
administrative protective order (APO)
and APO service list. Pursuant to
section 207.7(a) of the Commission’s
rules, the Secretary will make BPI
submitted in these reviews available to
authorized applicants under the APO
issued in the reviews, provided that the
application is made no later than 21
days after publication of this notice in
the Federal Register. Authorized
applicants must represent interested
parties, as defined in 19 U.S.C. 1677(9),
who are parties to the reviews. A
separate service list will be maintained
by the Secretary for those parties
authorized to receive BPI under the
APO.

Certification. Pursuant to section
207.3 of the Commission’s rules, any
person submitting information to the
Commission in connection with these
reviews must certify that the
information is accurate and complete to
the best of the submitter’s knowledge. In
making the certification, the submitter
will be deemed to consent, unless
otherwise specified, for the
Commission, its employees, and
contract personnel to use the
information provided in any other
reviews or investigations of the same or
comparable products which the
Commission conducts under Title VII of
the Act, or in internal audits and
investigations relating to the programs
and operations of the Commission
pursuant to 5 U.S.C. Appendix 3.

Written submissions. Pursuant to
section 207.61 of the Commission’s
rules, each interested party response to
this notice must provide the information
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specified below. The deadline for filing
such responses is December 21, 2006.
Pursuant to section 207.62(b) of the
Commission’s rules, eligible parties (as
specified in Commission rule
207.62(b)(1)) may also file comments
concerning the adequacy of responses to
the notice of institution and whether the
Commission should conduct expedited
or full reviews. The deadline for filing
such comments is January 16, 2007. All
written submissions must conform with
the provisions of sections 201.8 and
207.3 of the Commission’s rules and any
submissions that contain BPI must also
conform with the requirements of
sections 201.6 and 207.7 of the
Commission’s rules. The Commission’s
rules do not authorize filing of
submissions with the Secretary by
facsimile or electronic means, except to
the extent permitted by section 201.8 of
the Commission’s rules, as amended, 67
FR 68036 (November 8, 2002). Also, in
accordance with sections 201.16(c) and
207.3 of the Commission’s rules, each
document filed by a party to the reviews
must be served on all other parties to
the reviews (as identified by either the
public or APO service list as
appropriate), and a certificate of service
must accompany the document (if you
are not a party to the reviews you do not
need to serve your response).

Inability to provide requested
information. Pursuant to section
207.61(c) of the Commission’s rules, any
interested party that cannot furnish the
information requested by this notice in
the requested form and manner shall
notify the Commission at the earliest
possible time, provide a full explanation
of why it cannot provide the requested
information, and indicate alternative
forms in which it can provide
equivalent information. If an interested
party does not provide this notification
(or the Commission finds the
explanation provided in the notification
inadequate) and fails to provide a
complete response to this notice, the
Commission may take an adverse
inference against the party pursuant to
section 776(b) of the Act in making its
determinations in the reviews.

Information to be Provided in
Response to this Notice of Institution: If
you are a domestic producer, union/
worker group, or trade/business
association; import/export Subject
Merchandise from more than one
Subject Country; or produce Subject
Merchandise in more than one Subject
Country, you may file a single response.
If you do so, please ensure that your
response to each question includes the
information requested for each pertinent
Subject Country. As used below, the
term “firm” includes any related firms.

(1) The name and address of your firm
or entity (including World Wide Web
address if available) and name,
telephone number, fax number, and E-
mail address of the certifying official.

(2) A statement indicating whether
your firm/entity is a U.S. producer of
the Domestic Like Product, a U.S. union
or worker group, a U.S. importer of the
Subject Merchandise, a foreign producer
or exporter of the Subject Merchandise,
a U.S. or foreign trade or business
association, or another interested party
(including an explanation). If you are a
union/worker group or trade/business
association, identify the firms in which
your workers are employed or which are
members of your association.

(3) A statement indicating whether
your firm/entity is willing to participate
in these reviews by providing
information requested by the
Commission.

(4) A statement of the likely effects of
the revocation of the antidumping duty
orders on the Domestic Industry in
general and/or your firm/entity
specifically. In your response, please
discuss the various factors specified in
section 752(a) of the Act (19 U.S.C.
1675a(a)) including the likely volume of
subject imports, likely price effects of
subject imports, and likely impact of
imports of Subject Merchandise on the
Domestic Industry.

(5) A list of allrinown and currently
operating U.S. producers of the
Domestic Like Product. Identify any
known related parties and the nature of
the relationship as defined in section
771(4)(B) of the Act (19 U.S.C.
1677(4)(B)).

(6) A list of all known and currently
operating U.S. importers of the Subject
Merchandise and producers of the
Subject Merchandise in each Subject
Country that currently export or have
exported Subject Merchandise to the
United States or other countries since
the Order Dates.

(7) If you are a U.S. producer of the
Domestic Like Product, provide the
following information on your firm’s
operations on that product during
calendar year 2005 (report quantity data
in short tons and value data in U.S.
dollars, f.o.b. plant). If you are a union/
worker group or trade/business
association, provide the information, on
an aggregate basis, for the firms in
which your workers are employed/
which are members of your association.

(a) Production (quantity) and, if
known, an estimate of the percentage of
total U.S. production of the Domestic
Like Product accounted for by your
firm’s(s’) production;

(b) The quantity and value of U.S.
commercial shipments of the Domestic

Like Product produced in your U.S.
plant(s); and

(c) The quantity and value of U.S.
internal consumption/company
transfers of the Domestic Like Product
produced in your U.S. plant(s).

(8) If you are a U.S. importer or a
trade/business association of U.S.
importers of the Subject Merchandise
from the Subject Country(ies), provide
the following information on your
firm’s(s’) operations on that product
during calendar year 2005 (report
quantity data in short tons and value
data in U.S. dollars). If you are a trade/
business association, provide the
information, on an aggregate basis, for
the firms which are members of your
association.

(a) The quantity and value (landed,
duty-paid but not including
antidumping duties) of U.S. imports
and, if known, an estimate of the
percentage of total U.S. imports of
Subject Merchandise from each Subject
Country accounted for by your firm’s(s’)
imports;

(b) the quantity and value (f.o.b. U.S.
port, including antidumping duties) of
U.S. commercial shipments of Subject
Merchandise imported from each
Subject Country; and

(c) the quantity and value (f.o.b. U.S.
port, including antidumping duties) of
U.S. internal consumption/company
transfers of Subject Merchandise
imported from each Subject Country.

(9) If you are a producer, an exporter,
or a trade/business association of
producers or exporters of the Subject
Merchandise in the Subject
Country(ies), provide the following
information on your firm’s(s’)
operations on that product during
calendar year 2005 (report quantity data
in short tons and value data in U.S.
dollars, landed and duty-paid at the
U.S. port but not including antidumping
duties). If you are a trade/business
association, provide the information, on
an aggregate basis, for the firms which
are members of your association.

(a) Production (quantity) and, if
known, an estimate of the percentage of
total production of Subject Merchandise
in each Subject Country accounted for
by your firm’s(s’) production; and

(b) the quantity and value of your
firm’s(s’) exports to the United States of
Subject Merchandise and, if known, an
estimate of the percentage of total
exports to the United States of Subject
Merchandise from each Subject Country
accounted for by your firm’s(s’) exports.

(10) Identify significant changes, if
any, in the supply and demand
conditions or business cycle for the
Domestic Like Product that have
occurred in the United States or in the
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market for the Subject Merchandise in
each Subject Country since the Order
Dates, and significant changes, if any,
that are likely to occur within a
reasonably foreseeable time. Supply
conditions to consider include
technology; production methods;
development efforts; ability to increase
production (including the shift of
production facilities used for other
products and the use, cost, or
availability of major inputs into
production); and factors related to the
ability to shift supply among different
national markets (including barriers to
importation in foreign markets or
changes in market demand abroad).
Demand conditions to consider include
end uses and applications; the existence
and availability of substitute products;
and the level of competition among the
Domestic Like Product produced in the
United States, Subject Merchandise
produced in each Subject Country, and
such merchandise from other countries.

(11) (OPTIONAL) A statement of
whether you agree with the above
definitions of the Domestic Like Product
and Domestic Industry; if you disagree
with either or both of these definitions,
please explain why and provide
alternative definitions.

Authority: These reviews are being
conducted under authority of title VII of the
Tariff Act of 1930; this notice is published
pursuant to section 207.61 of the
Commission’s rules.

By order of the Commission.

Issued: October 25, 2006.

Marilyn R. Abbott,

Secretary to the Commission.

[FR Doc. E6-18311 Filed 10-31-06; 8:45 am]|
BILLING CODE 7020-02-P
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INTERNATIONAL TRADE
COMMISSION

[Investigation Nos. 731-TA-919 and 920
(Review)]

Welded Large Diameter Line Pipe From
Japan And Mexico

AGENCY: United States International
Trade Commission.

ACTION: Notice of Commission
determinations to conduct full five-year
reviews concerning the antidumping
duty orders on welded large diameter
line pipe from Japan and Mexico.

SUMMARY: The Commission hereby gives
notice that it will proceed with full
reviews pursuant to section 751(c)(5) of
the Tariff Act of 1930 (19 U.S.C.
1675(c)(5)) to determine whether
revocation of the antidumping duty
orders on welded large diameter line
pipe from Japan and Mexico would be
likely to lead to continuation or
recurrence of material injury within a
reasonably foreseeable time. A schedule
for the reviews will be established and
announced at a later date. For further
information concerning the conduct of
these reviews and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, part
201, subparts A through E (19 CFR part
201), and part 207, subparts A, D, E, and
F (19 CFR part 207).

EFFECTIVE DATE: February 5, 2007.

FOR FURTHER INFORMATION CONTACT:
Mary Messer (202—205-3193), Office of
Investigations, U.S. International Trade
Commission, 500 E Street, SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205—1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—205-2000.
General information concerning the
Commission may also be obtained by
accessing its internet server (http://
www.usitc.gov). The public record for
these reviews may be viewed on the
Commission’s electronic docket (EDIS)
at http://edis.usitc.gov.

SUPPLEMENTARY INFORMATION: On
February 5, 2007, the Commission
determined that it should proceed to
full reviews in the subject five-year
reviews pursuant to section 751(c)(5) of
the Act. The Commission found that
both the domestic and respondent
interested party group responses to its
notice of institution (71 FR 64294,
November 1, 2006) were adequate. A
record of the Commissioners’ votes, the
Commission’s statement on adequacy,
and any individual Commissioner’s
statements will be available from the
Office of the Secretary and at the
Commission’s Web site.

Authority: These reviews are being
conducted under authority of title VII of the
Tariff Act of 1930; this notice is published
pursuant to § 207.62 of the Commission’s
rules.

By order of the Commission.
Issued: February 7, 2007.
Marilyn R. Abbott,
Secretary to the Commission.
[FR Doc. E7—2456 Filed 2—12-07; 8:45 am]
BILLING CODE 7020-02-P
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INTERNATIONAL TRADE
COMMISSION

[Investigation Nos. 731-TA-919 and 920
(Review)]

Welded Large Diameter Line Pipe From
Japan and Mexico

AGENCY: United States International
Trade Commission.

ACTION: Scheduling of full five-year
reviews concerning the antidumping
duty orders on welded large diameter
line pipe from Japan and Mexico.

SUMMARY: The Commission hereby gives
notice of the scheduling of full reviews
pursuant to section 751(c)(5) of the
Tariff Act of 1930 (19 U.S.C. 1675(c)(5))
(the Act) to determine whether
revocation of the antidumping duty
orders on welded large diameter line
pipe from Japan and Mexico would be
likely to lead to continuation or
recurrence of material injury within a
reasonably foreseeable time. For further
information concerning the conduct of
these reviews and rules of general
application, consult the Commission’s
Rules of Practice and Procedure, part
201, subparts A through E (19 CFR part
201), and part 207, subparts A, D, E, and
F (19 CFR part 207).

DATES: Effective Date: February 22,
2007.

FOR FURTHER INFORMATION CONTACT:
Dana Lofgren (202-205-3185), Office of
Investigations, U.S. International Trade
Commission, 500 E Street SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205-1810. Persons with mobility
impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—205-2000.
General information concerning the
Commission may also be obtained by
accessing its Internet server (http://
www.usitc.gov). The public record for
these reviews may be viewed on the
Commission’s electronic docket (EDIS)
at http://edis.usitc.gov.
SUPPLEMENTARY INFORMATION:
Background.—On February 5, 2007,
the Commission determined that both
the domestic interested party group
response and the respondent group
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response to its notice of institution (71
FR 64294, November 1, 2006) of the
subject five-year reviews were adequate.
Accordingly, the Commission
determined that it would conduct full
reviews pursuant to section 751(c)(5) of
the Act (72 FR 6746, February 13, 2007).
A record of the Commissioners’ votes,
the Commission’s statement on
adequacy, and any individual
Commissioner’s statements are available
from the Office of the Secretary and at
the Commission’s Web site.

Participation in the reviews and
public service list—Persons, including
industrial users of the subject
merchandise and, if the merchandise is
sold at the retail level, representative
consumer organizations, wishing to
participate in these reviews as parties
must file an entry of appearance with
the Secretary to the Commission, as
provided in section 201.11 of the
Commission’s rules, by 45 days after
publication of this notice. A party that
filed a notice of appearance following
publication of the Commission’s notice
of institution of the reviews need not
file an additional notice of appearance.
The Secretary will maintain a public
service list containing the names and
addresses of all persons, or their
representatives, who are parties to the
reviews.

Limited disclosure of business
proprietary information (BPI) under an
administrative protective order (APO)
and BPI service list—Pursuant to
section 207.7(a) of the Commission’s
rules, the Secretary will make BPI
gathered in these reviews available to
authorized applicants under the APO
issued in the reviews, provided that the
application is made by 45 days after
publication of this notice. Authorized
applicants must represent interested
parties, as defined by 19 U.S.C. 1677(9),
who are parties to the reviews. A party
granted access to BPI following
publication of the Commission’s notice
of institution of the reviews need not
reapply for such access. A separate
service list will be maintained by the
Secretary for those parties authorized to
receive BPI under the APO.

Staff report.—The prehearing staff
report in these reviews will be placed in
the nonpublic record on July 9, 2007,
and a public version will be issued
thereafter, pursuant to section 207.64 of
the Commission’s rules.

Hearing.—The Commission will hold
a hearing in connection with the
reviews beginning at 9:30 a.m. on July
26, 2007, at the U.S. International Trade
Commission Building. Requests to
appear at the hearing should be filed in
writing with the Secretary to the
Commission on or before July 18, 2007.

A nonparty who has testimony that may
aid the Commission’s deliberations may
request permission to present a short
statement at the hearing. All parties and
nonparties desiring to appear at the
hearing and make oral presentations
should attend a prehearing conference
to be held at 9:30 a.m. on July 23, 2007,
at the U.S. International Trade
Commission Building. Oral testimony
and written materials to be submitted at
the public hearing are governed by
sections 201.6(b)(2), 201.13(f), 207.24,
and 207.66 of the Commission’s rules.
Parties must submit any request to
present a portion of their hearing
testimony in camera no later than 7
business days prior to the date of the
hearing.

Written submissions.—Each party to
the reviews may submit a prehearing
brief to the Commission. Prehearing
briefs must conform with the provisions
of section 207.65 of the Commission’s
rules; the deadline for filing is July 18,
2007. Parties may also file written
testimony in connection with their
presentation at the hearing, as provided
in section 207.24 of the Commission’s
rules, and posthearing briefs, which
must conform with the provisions of
section 207.67 of the Commission’s
rules. The deadline for filing
posthearing briefs is August 21, 2007;
witness testimony must be filed no later
than three days before the hearing. In
addition, any person who has not
entered an appearance as a party to the
reviews may submit a written statement

of information pertinent to the subject of

the reviews on or before August 21,
2007. On September 24, 2007, the
Commission will make available to
parties all information on which they
have not had an opportunity to
comment. Parties may submit final
comments on this information on or
before September 26, 2007, but such
final comments must not contain new
factual information and must otherwise
comply with section 207.68 of the
Commission’s rules. All written
submissions must conform with the
provisions of section 201.8 of the
Commission’s rules; any submissions

that contain BPI must also conform with

the requirements of sections 201.6,
207.3, and 207.7 of the Commission’s
rules. The Commission’s rules do not
authorize filing of submissions with the
Secretary by facsimile or electronic

means, except to the extent permitted by

section 201.8 of the Commission’s rules,
as amended, 67 FR 68036 (November 8,
2002). Even where electronic filing of a
document is permitted, certain
documents must also be filed in paper
form, as specified in II (C) of the

Commission’s Handbook on Electronic
Filing Procedures, 67 FR 68168, 68173
(November 8, 2002).

Additional written submissions to the
Commission, including requests
pursuant to section 201.12 of the
Commission’s rules, shall not be
accepted unless good cause is shown for
accepting such submissions, or unless
the submission is pursuant to a specific
request by a Commissioner or
Commission staff.

In accordance with sections 201.16(c)
and 207.3 of the Commission’s rules,
each document filed by a party to the
reviews must be served on all other
parties to the reviews (as identified by
either the public or BPI service list), and
a certificate of service must be timely
filed. The Secretary will not accept a
document for filing without a certificate
of service.

Authority: These reviews are being
conducted under authority of title VII of the
Tariff Act of 1930; this notice is published
pursuant to section 207.62 of the
Commission’s rules.

Issued: February 23, 2007.

By order of the Commission.

Marilyn R. Abbott,

Secretary to the Commission.

[FR Doc. E7-3542 Filed 2—-28-07; 8:45 am]|
BILLING CODE 7020-02-P




10498

Federal Register/Vol. 72, No. 45/ Thursday, March 8, 2007/ Notices

DEPARTMENT OF COMMERCE

International Trade Administration

[A-588-857, A—201-828]

Certain Welded Large Diameter Line
Pipe from Japan and Mexico; Notice of
Final Results of Five-year (“Sunset’)
Reviews of Antidumping Duty Orders

AGENCY: Import Administration,
International Trade Administration,
Commerce.

SUMMARY: On November 1, 2006, the
Department of Commerce (‘“‘the
Department”) initiated the first sunset
reviews of the antidumping duty orders
on certain welded large diameter line
pipe (“welded large diameter pipe”)
from Japan and Mexico, pursuant to
section 751(c) of the Tariff Act of 1930,
as amended, (“the Act”). On the basis of
notices of intent to participate and
adequate substantive responses filed on
behalf of the domestic interested parties
and no response from respondent
interested parties, the Department has
conducted expedited sunset reviews of
these antidumping duty orders. As a
result of these sunset reviews, the
Department finds that revocation of the
antidumping duty orders would likely
lead to continuation or recurrence of
dumping at the level indicated in the
“Final Results of Reviews” section of
this notice.

EFFECTIVE DATE: March 8, 2007.

FOR FURTHER INFORMATION CONTACT:
Dena Crossland or Dana Mermelstein,
AD/CVD Operations, Import
Administration, International Trade
Administration, U.S. Department of
Commerce, 14th Street and Constitution
Avenue, NW, Washington, DC, 20230;
telephone: (202) 482—-3362 or (202) 482—
1391, respectively.

SUPPLEMENTARY INFORMATION:
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Background

On November 1, 2006, the Department
initiated the first sunset reviews of the
antidumping duty orders on welded
large diameter pipe from Japan and
Mexico, pursuant to section 751(c) of
the Act. See Initiation of Five-year
(“Sunset”’) Reviews, 71 FR 64242
(November 1, 2006). The Department
received a Notice of Intent to Participate
from American Steel Pipe Division of
ACIPCO, Berg Steel Pipe Corporation,
Dura-Bond Pipe LLC, Oregon Steel
Mills, and Stupp Corp. (collectively
“domestic interested parties”), within
the deadline specified in section
351.218(d)(1)(i) of the Department’s
regulations. Domestic interested parties
claimed interested party status under
section 771(9)(C) of the Act as U.S.
producers of the subject merchandise.

We received complete substantive
responses to the notice of initiation from
the domestic interested parties within
the 30-day deadline specified in section
351.218(d)(3)(i) of the Department’s
regulations. We received no responses
from the respondent interested parties
to these proceedings. As a result,
pursuant to section 751(c)(3)(B) of the
Act and section 351.218(e)(1)(i1)(C)(2) of
the Department’s regulations, the
Department conducted expedited sunset
reviews of these orders.

Scope of the Orders

Japan

The product covered by this
antidumping order is certain welded
carbon and alloy line pipe, of circular
cross section and with an outside
diameter greater than 16 inches, but less
than 64 inches, in diameter, whether or
not stencilled. This product is normally
produced according to American
Petroleum Institute (““API”)
specifications, including Grades A25, A,
B, and X grades ranging from X42 to
X80, but can also be produced to other
specifications. Specifically not included
within the scope of this investigation is
American Water Works Association
(“AWWA”) specification water and
sewage pipe and the following size/
grade combinations; of line pipe:

-Having an outside diameter greater
than or equal to 18 inches and less than
or equal to 22 inches, with a wall
thickness measuring 0.750 inch or
greater, regardless of grade.

-Having an outside diameter greater
than or equal to 24 inches and less than
30 inches, with wall thickness
measuring greater than 0.875 inches in
grades A, B, and X42, with wall
thickness measuring greater than 0.750
inches in grades X52 through X56, and
with wall thickness measuring greater

than 0.688 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 30 inches and less than
36 inches, with wall thickness
measuring greater than 1.250 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.000
inches in grades X52 through X56, and
with wall thickness measuring greater
than 0.875 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 36 inches and less than
42 inches, with wall thickness
measuring greater than 1.375 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.250
inches in grades X52 through X56, and
with wall thickness measuring greater
than 1.125 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 42 inches and less than
64 inches, with a wall thickness
measuring greater than 1.500 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.375
inches in grades X52 through X56, and
with wall thickness measuring greater
than 1.250 inches in grades X60 or
greater.

-Having an outside diameter equal to
48 inches, with a wall thickness
measuring 1.0 inch or greater, in grades
X-80 or greater.

-Having an outside diameter of 48
inches to and including 52 inches, and
with a wall thickness of 0.90 inch or
more in grade X-80.

-Having an outsides diameter of 48
inches to and including 52 inches, and
with a wall thickness of 0.54 inch or
more in grade X100.

Scope Clarification: On October 26,
2006, the Department determined that
large diameter line pipe with an API
grade X—80 having an outside diameter
of 21 inches and wall thickness of 0.625
inches was excluded from the scope of
the antidumping duty order on welded
large diameter pipe from Japan. See
Final Results of Changed Circumstances
Review: Certain Welded Large Diameter
Line Pipe from Japan, 71 FR 62584
(October 26, 2006).

The product currently is classified
under U.S. Harmonized Tariff Schedule
(“HTSUS”) item numbers
7305.11.10.30, 7305.11.10.60,
7305.11.50.00, 7305.12.10.30,
7305.12.10.60, 7305.12.50.00,
7305.19.10.30. 7305.19.10.60, and
7305.19.50.00. Although the HTSUS
item numbers are provided for
convenience and customs purposes, the
written description of the scope is
dispositive.

Mexico

The product covered by this order is
certain welded carbon and alloy line
pipe, of circular cross section and with
an outside diameter greater than 16
inches, but less than 64 inches, in
diameter, whether or not stenciled. This
product is normally produced according
to American Petroleum Institute (“API”’)
specifications, including Grades A25, A,
B, and X grades ranging from X42 to
X80, but can also be produced to other
specifications. Specifically not included
within the scope of this investigation is
American Water Works Association
(“AWWA”) specification water and
sewage pipe, and the following size/
grade combinations of line pipe:

-Having an outside diameter greater
than or equal to 18 inches and less than
or equal to 22 inches, with a wall
thickness measuring 0.750 inch or
greater, regardless of grade.

-Having an outside diameter greater
than or equal to 24 inches and less than
30 inches, with wall thickness
measuring greater than 0.875 inches in
grades A, B, and X42, with wall
thickness measuring greater than 0.750
inches in grades X52 through X56, and
with wall thickness measuring greater
than 0.688 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 30 inches and less than
36 inches, with wall thickness
measuring greater than 1.250 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.000
inches in grades X52 through X56, and
with wall thickness measuring greater
than 0.875 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 36 inches and less than
42 inches, with wall thickness
measuring greater than 1.375 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.250
inches in grades X52 through X56, and
with wall thickness measuring greater
than 1.125 inches in grades X60 or
greater.

-Having an outside diameter greater
than or equal to 42 inches and less than
64 inches, with a wall thickness
measuring greater than 1.500 inches in
grades A, B, and X42, with wall
thickness measuring greater than 1.375
inches in grades X52 through X56, and
with wall thickness measuring greater
than 1.250 inches in grades X60 or
greater.

-Having an outside diameter equal to
48 inches, with a wall thickness
measuring 1.0 inch or greater, in grades
X-80 or greater.

The product currently is classified
under U.S. Harmonized Tariff Schedule
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(“HTSUS”) item numbers
7305.11.10.30, 7305.11.10.60,
7305.11.50.00, 7305.12.10.30,
7305.12.10.60, 7305.12.50.00,
7305.19.10.30, 7305.19.10.60, and
7305.19.50.00. Although the HTSUS
item numbers are provided for
convenience and customs purposes, the
written description of the scope is
dispositive.

Analysis of Comments Received

All issues raised in these cases are
addressed in the Issues and Decision
Memorandum for the Final Results of
Expedited Sunset Reviews of the
Antidumping Duty Orders on Certain
Welded Large Diameter Line Pipe from
Japan and Mexico, from Stephen Claeys,
Deputy Assistant Secretary for Import
Administration, to David M. Spooner,
Assistant Secretary for Import
Administration, dated March 1, 2007
(“Decision Memo”’), which is hereby
adopted by this notice. The issues
discussed in the Decision Memo include
the likelihood of continuation or
recurrence of dumping and the
magnitude of the margins likely to
prevail if the orders were revoked.
Parties can find a complete discussion
of all issues raised in these sunset
reviews and the corresponding
recommendations in this public memo,
which is on file in room B—099 of the
main Commerce Building.

In addition, a complete version of the
Decision Memo can be accessed directly
on the Web at http://ia.ita.doc.gov/frn/
index.html, under the heading “March
2007.” The paper copy and electronic
version of the Decision Memo are
identical in content.

Final Results of Reviews

We determine that revocation of the
antidumping duty orders on welded
large diameter pipe from Japan and
Mexico would likely lead to
continuation or recurrence of dumping
at the following weighted—average
percentage margins:

Manufacturers/Export- Weighted—Average
ers/Producers Margin (Percent)

Japan.
Nippon Steel Corpora-

tioN e, 30.80
Kawasaki Steel Cor-

poration ..........ccecee.eee. 30.80
All Others .......cccceeeueeeee. 30.80
Mexico.
PMT-Tubacero 49.86
All Others ......cccceeeeeenns 49.86

This notice also serves as the only
reminder to parties subject to
administrative protective orders
(“APO”) of their responsibility

concerning the return or destruction of
proprietary information disclosed under
APO in accordance with section 351.305
of the Department’s regulations. Timely
notification of the return or destruction
of APO materials or conversion to
judicial protective order is hereby
requested. Failure to comply with the
regulations and terms of an APO is a
violation which is subject to sanction.

We are issuing and publishing the
results and notice in accordance with
sections 751(c), 752, and 777(i)(1) of the
Act.

Dated: March 1, 2007.

David M. Spooner,

Assistant Secretaryfor Import Administration.
[FR Doc. E7—4164 Filed 3-7—-07; 8:45 am]
BILLING CODE 3510-DS-S




30832

Federal Register/Vol. 72, No. 106/Monday, June 4, 2007 / Notices

INTERNATIONAL TRADE
COMMISSION

[Investigation Nos. 731-TA-919 and 920
(Review)]

Welded Large Diameter Line Pipe From
Japan and Mexico

AGENCY: United States International
Trade Commission.

ACTION: Revised schedule for the subject
five-year reviews.

DATES: Effective Date: Date of
Commission action.

FOR FURTHER INFORMATION CONTACT:
Dana Lofgren (202—205-3185), Office of
Investigations, U.S. International Trade
Commission, 500 E Street, SW.,
Washington, DC 20436. Hearing-
impaired persons can obtain
information on this matter by contacting
the Commission’s TDD terminal on 202—
205-1810. Persons with mobility

impairments who will need special
assistance in gaining access to the
Commission should contact the Office
of the Secretary at 202—-205-2000.
General information concerning the
Commission may also be obtained by
accessing its Internet server (http://
www.usitc.gov). The public record for
these reviews may be viewed on the
Commission’s electronic docket (EDIS)
at http://edis.usitc.gov.

SUPPLEMENTARY INFORMATION: On
February 22, 2007, the Commission
established a schedule for the conduct
of the subject reviews (72 FR 9357,
March 1, 2007). Due to a subsequent
scheduling conflict, however, the
Commission is revising its schedule.
Under the Commission’s new schedule
for the reviews, the hearing will be held
at the U.S. International Trade
Commission building at 9:30 a.m. on
July 25, 2007. The Commission’s
original schedule is otherwise
unchanged.

For further information concerning
the conduct of these reviews and rules
of general application, see the
Commission’s notice cited above and
the Commission’s Rules of Practice and
Procedure, part 201, subparts A through
E (19 CFR part 201), and part 207,
subparts A and C (19 CFR part 207).

Authority: These five-year reviews are
being conducted under authority of title VII
of the Tariff Act of 1930; this notice is
published pursuant to section 207.62 of the
Commission’s rules.

Issued: May 29, 2007.

By order of the Commission.

Marilyn R. Abbett,

Secretary to the Commission.

[FR Doc. E7-10685 Filed 6—1-07; 8:45 am]
BILLING CODE 7020-02-P




EXPLANATION OF COMMISSION DETERMINATION ON ADEQUACY
in
Welded Large Diameter Line Pipe from Japan and Mexico
Inv. Nos. 731-TA-919 and 920 (Review)

On February 5, 2007, the Commission determined that it should proceed to full reviewsin the
subject five-year reviews pursuant to section 751(c)(3)(B) of the Tariff Act of 1930, as amended,
19 U.S.C. §1675(c)(3)(B).

The Commission determined that the five domestic producer responses to its notice of institution,
filed jointly by American Steel Pipe Division of ACIPCO, Berg Steel Pipe Corp., Dura-Bond Pipe LLC,
Oregon Steel Mills, and Stupp Corp., were individually adequate. Because the five producersthat filed
adequate responses accounted for amajority of domestic welded large diameter line pipe production in
2005, the Commission further determined that the domestic interested party group response was adequate.

The Commission determined that the responses to its notice of institution received from three
Japanese producers and exporters, filed jointly by JFE Steel Corp., Nippon Steel Corp., and Sumitomo
Metal Industries, Ltd., were individually adequate. Because these Japanese producers and exporters
accounted for amgjority of Japanese welded large diameter line pipe production and exportsin 2005, the
Commission further determined that the Japanese interested party group response was adequate.
Accordingly, the Commission determined to proceed to afull review in Welded Large Diameter Line
Pipe from Japan.

The Commission determined that the responses to its notice of institution received from Mexican
producer Tubacero, S.AA. de C.V. and from Mexican producers and exporters Tuberia Laguna, S.A. de
C.V. and Tuberias Procarsa S.A. de C.V. were individually adequate. Because these Mexican producers
and exporters accounted for a mgjority of Mexican welded large diameter line pipe production and
exportsin 2005, the Commission further determined that the Mexican interested party group response was
adequate. Accordingly, the Commission determined to proceed to afull review in Welded Large
Diameter Line Pipe from Mexico.

A record of the Commissioners’ votesis available from the Office of the Secretary and the
Commission’ s web site (http://www.usitc.gov).
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States International Trade Commission’s
hearing:

Subject: Certain Welded Large Diameter Line Pipe from Japan and Mexico
Inv. Nos.: 731-TA-919 and 920 (Review)
Dateand Time: July 25, 2007 - 9:30 am.

Sessionswere held in connection with these reviewsin the Main Hearing Room, 500 E Street (room
101), SW, Washington, D.C.

EMBASSY APPEARANCE:

Embassy of Mexico
Washington, D.C.

Salvador Behar, Legal Counsel for International Trade

Adriana Diaz, Director of International Assistance for Mexican Exporters, at the Unit for
International Trade Practices, Ministry of Economy

OPENING REMARKS:

In Support of Continuation of Orders (Roger B. Schagrin,
Schagrin Associates)

In Opposition to Continuation of Orders (Robert H. Huey,
Hunton & Williams LLP)



In Support of Continuation of
Antidumping Duty Orders:

Schagrin Associates
Washington, D.C.

on behdlf of

American Steel Pipe Division of ACIPCO
Berg Steel Pipe Corporation

Dura-Bond PipeLLC

Oregon Steel Mills

Stupp Corporation

Jon Noland, Division Manager, American Steel Pipe
Division, ACIPCO

Mike O'Brien, Vice President, ACIPCO

Dave Delie, President and CEO, Berg Steel Pipe
Corporation

Ron Williamson, Vice President, Sales and Logistics,
Berg Steel Pipe Corporation

Wayne Norris, President, Dura-Bond Pipe LLC
Jason Norris, Vice President, Sales, Dura-Bond Pipe LLC

Larry Lawrence, Vice President, Tubular Product Sales,
Evraz Oregon Steel Mills

John Stupp, CEO, Stupp Corporation

Don Bohach, Vice President, Marketing and Sales, Stupp
Corporation

Dr. Robert Blecker, Schagrin Associates, Professor of
Economics, American University

Roger B. Schagrin ) — OF COUNSEL



In Support of Continuation of
Antidumping Duty Orders (continued):

Skadden, Arps, Slate, Meagher & Flom LLP
Washington, D.C.
on behalf of

United States Steel Corporation (“U.S. Steel”)
Camp-Hill Corporation

Scott Robertson, ERW Business Manager, U.S.
Steel

Rusty Fisher, Vice President, Line Pipe Sales, Lone
Star Steel Company L.P., asubsidiary of U.S. Steel

Stephen J. Narkin ) — OF COUNSEL

In Opposition to Continuation of
Antidumping Duty Orders:

Hunton & WilliamsLLP
Washington, D.C.
on behdlf of

JFE Steel Corporation
Nippon Steel Corporation
Sumitomo Metal Industries, Ltd.

Heiki Miki, Section Manager, Line Pipe Section, Pipe & Tube
Export Department, JFE Steel Corporation

Mitsuru Kimura, Chief Representative, Houston Office,
JFE Steel Corporation

Hirofumi Yamamoto, President, Sumitomo Metal USA, Inc.

Daniel W. Klett, Economist, Capital Trade, Inc.

Robert H. Huey )
Steven F. Hill ) — OF COUNSEL
Richard P. Ferrin )

B-5



In Opposition to Continuation of
Antidumping Duty Orders (continued):

Vinson & Elkins
Washington, D.C.
on behalf of

Interstate Natural Gas Association of America (“INGAA™)
Donald F. Santa, Jr., President, INGAA

John J. Gillespie, Vice President, Supply Chain
Management, El Paso Corporation Pipeline Group

David A. Fisher, Principal Procurement Specialist, Supply
Chain Management, El Paso Corporation Pipeline Group

Catherine Paul, Manager, Supply Chain Projects,
TransCanada Pipelines

Henry P. Morse, Jr., Director, Project Development,
Gas Transmission Northwest and North Baja Pipeline

Kenneth J. Pierce )
Matthew P. M cCullough )— OF COUNSEL

McKennalLong & Aldridge LLP
Washington, D.C.
on behalf of

Tubacero, S.A. deC.V.
TuberiaLaguna, SA.deC.V.
Tuberias Procarsa, S.A. de C.V.

Alfonso Benitez, Administrative Director,
Tubacero, S.A. deC.V.

Jesus Gutierrez, International Sales Manager,
TuberiaLaguna, SA.deC.V.
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In Opposition to Continuation of
Antidumping Duty Orders (continued):

Kenneth Stalter, Summer Associate, McKenna
Long & Aldridge LLP

Jeffrey M. Winton

REBUTTAL/CLOSING REMARKS:

In Support of Continuation of Orders (Roger B. Schagrin,
Schagrin Associates)

In Opposition to Continuation of Orders (Robert H. Huey,
Hunton & Williams LLP)
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APPENDIX C

SUMMARY DATA






Table C-1
CWLDLP: Summary data concerning the U.S. market, 2001-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton; period changes=percent, except where noted)

Reported data Period changes
January-June Jan.-June
Item 2001 2002 2003 2004 2005 2006 2006 2007 2001-06 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
U.S. consumption quantity:
AMOURL v v oo ok ok ok - P onk e e ok ik - - - onx onx
Producers' share (1) . . . ... .. wrx wex wxx wx wox wx *rx wrx wrx x x wx wox e *rx
Importers' share (1):
Japan...... . . . . . . . . . . . . . . ok .
Mexico . . . . ok ok . x . . . . . . . .
Subtotal . ....... P Py P = = = Py Py Py e e e e Py Py
All other sources . ok ok ok . ok . ok ok ok ok ok ok ok . ok
Total imports . . . o o o ox e ox o o o xx o o ox e e
U.S. consumption value:
AMOUNL v oveoo . . . . . . . . . . . . . . ok
Producers' share (1) . . . . .. ... . . ok ok ok ok ok . . ok ok ok ok ok ok
Importers' share (1):
Japan . . . ok ok ok - onk ok e ok ok ok - - P onx e
Mexico . onk ok onk onx onx e ok ok ok - - - - ok onx
Subtotal . ... .... o o o = e e = - = ox ox x ox o o
All other sources . - . *ox wrx wrx wex x x wx *ox *rx rx *rx wxx wrx
Total imports . . . ......... - e e P P P P - Py e e o o P o
Imports from:
Japan:
Quantity . ............... 29,795 3,986 3,376 7,594 25,232 13,198 10,483 7,356 -55.7 -86.6 -15.3 124.9 232.3 -47.7 -29.8
Value 16,549 1,969 1,710 5,030 28,323 13,693 10,880 14,661 -17.3 -88.1 -13.2 194.2 463.1 -51.7 34.8
Unit value $555 $494 $507 $662 $1,123 $1,038 $1,038 $1,993 86.8 111 25 308 69.5 7.6 92.0
Ending inventory quantity . . . x . . . . o ek . . ok ok . ok . ok
Mexico:
Quantity . ............... 13,265 6,245 8,302 159 35 125 101 0 -99.1 -52.9 329 -98.1 -78.2 260.1 -100.0
Value 6,624 4,229 5,486 111 59 190 142 0 -97.1 -36.2 29.7 -98.0 -47.1 223.1 -100.0
Unit value . $499 $677 $661 $696 $1,692 $1,518 $1,415 @ 203.9 35.6 -2.4 5.4 142.9 -10.3 @)
Ending inventory quantity . . . x x wox *rx *rx orx wrx xx o wox wx . *x wrx e
Subtotal:
Quantity 43,060 10,231 11,678 7,753 25,267 13,323 10,584 7,356 -69.1 -76.2 14.1 -33.6 2259 -47.3 -30.5
Value . 23,173 6,198 7,196 5,141 28,382 13,883 11,022 14,661 -40.1 -73.3 16.1 -28.6 452.1 -51.1 33.0
Unit value $538 $606 $616 $663 $1,123 $1,042 $1,041 $1,993 93.6 12.6 17 76 69.4 <72 91.4
Ending inventory quantity . . . ok ok ok ok ok ok ok ok sk ok ik ok ok ok .
All other sources:
Quantity x il il bl 422,023 729,575 262,679 827,728 bl el ok ok x 729 215.1
Value . il il il bl 428,421 753,567 269,889 1,002,845 bl x x Hx x 75.9 271.6
Unit value x x x bl $1,015 $1,033 $1,027 $1,212 bl x x x ox 17 17.9
Ending inventory quantity . . . . ok x . . o . . . . . . . e ok
All sources:
Quantity il il il bl 447,289 742,898 273,262 835,084 bl ok X Hx il 66.1 205.6
Value . . ok il il bl 456,803 767,449 280,912 1,017,506 bl il ok ok ok 68.0 262.2
Unitvalue ............... ok ok ok il $1,021 $1,033 $1,028 $1,218 bl il ok ok x 12 185
Ending inventory quantity . . . x o wox *rx orx *rx wrx wxx xx wox wox wox wox wrx wrx
U.S. producers":
Average capacity quantity . . . . ok ok ok ok ok ok . ok ok ok ok ok ok ok .
Production quantity . . . .. . . .. ok ok ok ok ok ok ok ok ook ok ok bk ok ok .
Capacity utilization (1) . . onk ok onk onx onx e ok ok ok - - - - ok onx
rx rx rx wex wxx wex x x wx wx *ox *ox *ox wrx *rx
rx *rx rx wex wxx wex x x wx wox *ox *ox *ox wrx wrx
Export shipments:
Quantity ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Value . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Unit value X ok ok ok ok ok ok ok ok ok - - - e e e
Ending inventory quantity . . . . x x wx *ox *rx *rx wxx wxx wrx wox wx wox . *rx wrx
Inventories/total shipments (1) wox wox wx *rx orx orx e wxx xx wox wox wox wx *rx orx
Production workers . . . . . o . . . . . . . . . x . . . ok .
Hours worked (1,000s) . . . . . . . . ok ok ok ok ok . ok ok ok ok ok ok .
Wages paid ($1,0008) . . . . . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Hourly wages . » ok ok ok - - ok e e e ok ok - - e e
Productivity (tons/1,000 hours) e ok ok ok - - onx onx onx ok ok ok ok onk ok
Unitlaborcosts . ........... ok hid i il ok ok ok ok ok ook ok ok ok x -
Net sales:
Quantity . . . . . . . . . . . . . . .
Value . . . . . . . . . . . . . . . . .
Unitvalue . ..o ok ok ok ok ok ok ok ok ok ok ok ok ok . ok
Cost of goods sold (COGS) . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Gross profit or (10ss) . . . . . .. . - - - onx onx e ok ok ok - nk ok ok e e
SG&A expenses........... ok ok ik onk ok ok e ok ok . - - - onx onx
Operating income or (loss) . . . *ox *ox *ox wrx wex wxx x wx wx *ox *rx rx *rx wxx wrx
Capital expenditures . . . . . . . . . . . ok . . . . .
UnitCoGS ... .. .. . . . . . . . . . . . . . ik .
Unit SG&A expenses . ok ok ok ok ok ok ok ook ok ok ok ok ok . .
Unit operating income or (loss, onx ok ok onx e e ok ok ok - - - - ok e
coGs/sales (1) . .......... onk onk oxk e e e ok ok ok - - - - e onx
Operating income or (loss)/
SAeS (1) ..., ok ok wax wrx o o ok . . . o ik . o .

(1) "Reported data" are in percent and "period changes" are in percentage points.
(2) Not applicable.
(3) Undefined.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.
Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.



Table C-2
ERW CWLDLP: Summary data concerning the U.S. market, 2001-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton; period changes=percent, except where noted)

Reported data Period changes
January-June Jan.-June
Item 2001 2002 2003 2004 2005 2006 2006 2007 2001-06 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
U.S. consumption quantity:
AMOUNt . v v v ok ok ok - P onk e e ok ik - - - onx onx
Producers’ share (1) . . wrx wex wxx wx wox wx *rx wrx wrx x x wx wox e *rx
Importers' share (1):
3aPAN . . . . . . . . . . . . . . ok .
MeXICO - v oo . . . ok ok . x . . . . . . . .
Subtotal . .. .... P Py P = = = Py Py Py e e e e Py Py
All other sources . ok ok ok . ok . ok ok ok ok ok ok ok . ok
Total imports . . o o o ox e ox o o o xx o o ox e e
U.S. consumption value:
AMOUNt . v e . . . . . . . . . . . . . . ok
Producers’ share (1) . . . . ok ok ok ok ok . . ok ok ok ok ok ok
Importers' share (1):
Japan .. ....o..eeiiil. ok ok ok - onk ok e ok ok ok - - P onx e
MEXICO . oo v oo onk ok onk onx onx e ok ok ok - - - - ok onx
Subtotal . ... ... o o o = e e = - = ox ox x ox o o
All other sources . - . *ox wrx wrx wex x x wx *ox *rx rx *rx wxx wrx
Total imports . . - e e P P P P - Py e e o o P o
Imports from:
Japan:
Quantity . ............... onk ok onk onx onx e ok ok ok - - - - ok onx
NValue . oo ok onk onk e e e ok ok ok - - - - ok onx
Unitvalue . .............. il ok il i i Hrk ook ok ok ok ok ok ok Hoak ok
Ending inventory quantity . . . . x x . . . . . . . . . . . ok
Mexico:
Quantity . ............... 13,178 6,245 8 159 15 125 0 0 -99.1 -52.6 -99.9 1827.7 -90.4 718.1 )]
Value.................. 6,585 4,229 5 111 41 190 0 0 -97.1 -35.8 -99.9 2125.2 -62.9 360.5 @
Unitvalue ............... $500 $677 $603 $696 $2,696 $1,518 @ @ 203.7 35.5 -10.9 15.4 287.1 -43.7 @
Ending inventory quantity . . . x x wox *rx *rx orx wrx xx o wox wx . *x wrx wrx
Subtotal:
Quantity . . .....venen... . . . . . . . . ok . . . . . .
Value . oo . . . . . . . . . . . . . . .
Unitvalue . . ..o ok ok ok ok ok ok ok ook ok ok ok ok ok . ok
Ending inventory quantity . ok ok ok ok ok ok ok ok ok ok ok ok ok . ok
All other sources:
Quantity . ............... 748,841 382,260 217,782 317,019 348,294 606,616 45,971 105,326 -19.0 -49.0 -43.0 45.6 9.9 74.2 129.1
Value................... 426,674 239,397 127,929 198,255 362,927 653,561 34,571 109,155 53.2 -43.9 -46.6 55.0 83.1 80.1 215.7
Unitvalue ............... $570 $626 $587 $625 $1,042 $1,077 $752 $1,036 89.1 9.9 -6.2 6.5 66.6 3.4 37.8
Ending inventory quantity . . . x x . . ok e o ek . . ok . . ok .
All sources:
Quantity . ..o, ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Value . oo onk ok oxk onx onx e ok ok ok - - - - ok onx
unitvalue . . ..., X ok ok ok onk ok ok ok ok ok - - - oxk onx e
Ending inventory quantity x o wox *rx orx *rx wrx wxx xx wox wox wox wox wrx wrx
U.S. producers":
Average capacity quantity . . . . ok ok ok ok ok ok . ok ok ok ok ok ok ok .
Production quantity . . . .. . . .. ok ok ok ok ok ok ok ok ook ok ok bk ok ok .
Capacity utilization (1) . . . . . . onk ok onk onx onx e ok ok ok - - - - ok onx
U.S. shipments:
Quantity . ............... rx rx rx wex wxx wex x x wx wx *ox *ox *ox wrx *rx
value ................... il ik i i Hk ook ok ok ok ok ok ok ok ok ok
Unitvalue . ....oooonoon. . ok x . . . . . . . . . . . ok
Export shipments:
Quantity . ............... ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Value . .o ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Unitvalue . . .oooooee ok ok ok ok ok ok ok ok ok - - - e e e
Ending inventory quantity . . . . x x wx *ox *rx *rx wxx wxx wrx wox wx wox . *rx wrx
Inventories/total shipments (1) wox wox wx *rx orx orx e wxx xx wox wox wox wx *rx orx
Production Workers . . . ...... . . . . . . . . . x . . . ok .
Hours worked (1,000s) . . . . . . . . ok ok ok ok ok . ok ok ok ok ok ok .
Wages paid ($1,0008) . . . . . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Hourly wages . ............ ok ok ok - - ok e e e ok ok - - e e
Productivity (tons/1,000 hours) e ok ok ok - - onx onx onx ok ok ok ok onk ok
Unitlaborcosts . ........... ok hid i il ok ok ok ok ok ok ok ok ok x -
Net sales:
Quantity . ..., . . . . . . . . . . . . . . .
value . ..... . . . . . . . . . . . . . . .
Unitvalue . ..o ok ok ok ok ok ok ok ok ok ok ok ok ok . ok
Cost of goods sold (COGS) . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Gross profit or (10ss) . . . . . .. . - - - onx onx e ok ok ok - nk ok ok e e
SG&A expenses........... ok ok ik onk ok ok e ok ok . - - - onx onx
Operating income or (loss) *ox *ox *ox wrx wex wxx x wx wx *ox *rx rx *rx wxx wrx
Capital expenditures . . . . . . . . . . . . . . . ok . . . . .
UnitCOGS .. oo oo . . . . . . . . . . . . . ik .
Unit SG&A expenses . . . . . ... ok ok ok ok ok ok ok ook ok ok ok ok ok . .
Unit operating income or (loss) onx ok ok onx e e ok ok ok - - - - ok e
coGs/sales (1) . .......... onk onk oxk e e e ok ok ok - - - - e onx
Operating income or (loss)/
SAeS (1) ..., ok ok wax wrx o o ok . . . o ik . o .

(1) "Reported data" are in percent and "period changes" are in percentage points.
(2) Not applicable.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.
Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.



Table C-3

SAW CWLDLP: Summary data concerning the U.S. market, 2001-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton; period changes=percent, except where noted)

Reported data

Period changes

January-June Jan.-June
Item 2001 2002 2003 2004 2005 2006 2006 2007 2001-06 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
U.S. consumption quantity:
AMOURL v v oo ok ok ok - P onk e e ok ok - - - onx onx
Producers' share (1) . . . ... .. wrx wxx wxx wx wox wox *rx wrx wrx x o wx wox *rx *rx
Importers' share (1):
3aPAN . . . . . . . . . . . . . . ok .
MeXICO .« v oo . . . ok ok . x . . . . . . . .
subtotal . ..o P Py P = = = Py Py Py e e e e Py Py
All other sources . .. ....... ok ok ok . ok . ok ok ok ok ok ok ok . ok
Total imports . . .......... o o o ox e ox o o o xx o o ox e e
U.S. consumption value:
AMOUNt . v v . . . . . . . . . . . . . . ok
Producers’ share (1) . . . ok ok ok ok ok . . ok ok ok ok ok ok
Importers' share (1):
Japan .. ....o..eeiiil. ok ok ok - onk ok e ok ok ok - - P onx e
MEXICO . oo v oo onk ok onk onx onx e ok ok ok - - - - ok onx
Subtotal . ............... il bid Hrk wohok Hk e ok ok ok ok ok ok ok xx ™
All other sources . . . ... ... - . *ox wrx wrx wex x x wx *ox *rx rx *rx wxx wrx
Total imports . . . ......... - e e P P P P - Py e e o o P o
Imports from:
Japan:
Quantity . . onk ok onk onx onx e ok ok ok - - - - ok onx
Value . ok onk onk e e e ok ok ok - - - - ok onx
Unitvalue . ........... x x o *rx e *rx wrx o ex wx - *ox *ox wrx wex
Ending inventory quantity . x x . . . . . . . . . . . ok
Mexico:
Quantity . ............... 13,178 6,245 8 159 15 125 101 0 -99.1 -52.6 -99.9 1,827.7 -90.4 718.1 -100.0
Value.................. 6,585 4,229 5 111 41 190 142 0 -97.1 -35.8 -99.9 2,125.2 -62.9 360.5 -100.0
Unitvalue ............... $500 $677 $603 $696 $2,696 $1,518 $1,415 @ 203.7 35.5 -10.9 15.4 287.1 -43.7 @
Ending inventory quantity . . . x x wox *rx *rx orx wrx xx o wox wx . *x wrx wrx
Subtotal:
ok ok ok ok ok ok ok ook ok ok ok ok ok . ok
ok ok ok ok ok ok ok ok ok ok ok ok ok . ok
All other sources:
Quantity . ............... x il il bl 355,841 615,827 216,708 722,401 bl el ok ok x 74.2 233.4
Value................... il il il bl 370,579 663,334 235,319 893,690 bl x il x x 80.1 279.8
Unitvalue ............... x x x bl $1,041 $1,077 $1,086 $1,237 bl x x x ox 3.4 13.9
Ending inventory quantity . . . . ok x . ok o ek ek . . . . . ok ok
All sources:
Quantity . ..........u.... ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Value . oo onk ok oxk onx onx e ok ok ok - - - - ok onx
Unitvalue . . .oooovee ok ok ok onk ok ok ok ok ok - - - oxk onx e
Ending inventory quantity . . . x o wox *rx orx *rx wrx wxx xx wox wox wox wox wrx wrx
U.S. producers":
Average capacity quantity . . . . ok ok ok ok ok ok . ok ok ok ok ok ok ok .
Production quantity . . . . . . . ok ok ok ok ok ok ok ok ook ok ok bk ok ok .
Capacity utilization (1) . . . . . . onk ok onk onx onx e ok ok ok - - - - ok onx
U.S. shipments:
Quantity . ............... rx rx rx wex wxx wex x x wx wx *ox *ox *ox wrx *rx
value ................... il ik i i Hk ook ok ok ok ok ok ok ok ok ok
Unitvalue . ....oooonoon. . ok x . . . . . . . . . . . ok
Export shipments:
Quantity . ............... ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Value . .o ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
unitvalue . . ....ooo. .. ok ok ok ok ok ok ok ok ok - - - e e e
Ending inventory quantity . x x wx *ox *rx *rx wxx wxx wrx wox wx wox . *rx wrx
Inventories/total shipments (1) wox wox wx *rx orx orx e wxx xx wox wox wox wx *rx orx
Production Workers . . . ...... . . . . . . . . . x . . . ok .
Hours worked (1,000s) . . . . . . . . ok ok ok ok ok . ok ok ok ok ok ok .
Wages paid ($1,0008) . . . . . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Hourly wages . ............ ok ok ok - - ok e e e ok ok - - e e
Productivity (tons/1,000 hours) e ok ok ok - - onx onx onx ok ok ok ok onk ok
Unitlaborcosts . ........... ok hid i il ok ok ok ok ok ok ok ok ok x -
Net sales:
Quantity . ..., . . . . . . . . . . . . . . .
Value . o oo . . . . . . . . . . . . . . .
Unitvalue . ..o ok ok ok ok ok ok ok ok ok ok ok ok ok . ok
Cost of goods sold (COGS) . . ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok
Gross profit or (loss) . - - - onx onx e ok ok ok - nk ok ok e e
SG&A expenses . B ok ok ik onk ok ok e ok ok . - - - onx onx
Operating income or (loss) *ox *ox *ox wrx wex wxx x wx wx *ox *rx rx *rx wxx wrx
Capital expenditures . . . . . . . . . . . . . . . . . ok . . . . .
UnitCOGS .. oo oo . . . . . . . . . . . . . ik .
Unit SG&A expenses . . . . . ... ok ok ok ok ok ok ok ook ok ok ok ok ok . .
Unit operating income or (loss) onx ok ok onx e e ok ok ok - - - - ok e
coGs/sales (1) . .......... onk onk oxk e e e ok ok ok - - - - e onx
Operating income or (loss)/
x o wox *rx *rx *rx xx xx rx - wox *ox *ox wrx wrx

sales(1)................

(1) "Reported data" are in percent and "period changes" are in percentage points.

(2) Not applicable.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.

Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.



Table C-4
LSAW: Summary data concerning the U.S. market, 2001-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton; period changes=percent, except where noted)

Reported data Period changes
January-June Jan.-June
Item 2001 2002 2003 2004 2005 2006 2006 2007 2001-06 2001-02 2002-03 2003-04 2004-05 2005-06  2006-07
U.S. consumption quantity:
AMOURL v v oo - - - wex - - - - - o wex wex wex - -
Producers' share (1) . . . ... .. - o - - ox ox e - o o - - ox o o
Importers' share (1):
3aPAN . ok ok . . . . ok ok ok . . . . ok ok
MeXICO - v oo . . . ok ok ok - . - . . . . - ok
subtotal . ..o v o o o e e e e e ™ e P P e ™ ™
All other sources . .. ....... - . . - - . - - - - . . - - -
Total imports . . .......... ™ ™ ™ e e e - - - ey o o e e -
U.S. consumption value:
AMOURL v v oo ok ok - . - . ok ok ok . . . . ok ok
Producers' share (1) . - . - - - - - - - - - - - - .
Importers' share (1):
Japan .. ....o..eeiiil. - - - wex - - - - - ok wex wex - - -
MEXICO . oo v oo - - - - - - - - - wex wex ex wex - -
Subtotal . ............... ik bid Hrk wohok Hk e ok ok ok ok ok ok ok xx ™
All other sources . . . ... ... oex oex ox o - - o - - ox ox oen oen - .
Total imports . . . ......... e o o ™ ™ e e ™ ™ o o o o ™ ™
Imports from:
Japan:
Quantity . ............... - - - - - - - - - wex ex ex wex - -
Value . - - - - - - - - - wex ex ex ex - -
unitvalue . ... oo o ok - oex - - - - o ox oex oex on o -
Ending inventory quantity . - - . - . ok ok ok . . . . - ok
Mexico:
Quantity . ............... 12,725 6,245 8 149 15 116 92 0 -99.1 -50.9 -99.9 1699.1 -89.7 661.8 -100.0
Value.................. 6,377 4,229 5 102 41 177 129 0 -97.2 -33.7 -99.9 1949.3 -69.7 329.0 -100.0
Unitvalue ............... $501 $677 $603 $687 $2,696 $1,518 $1,406 @ 202.9 35.1 -10.9 13.9 292.3 -43.7 @
Ending inventory quantity . . . o ok ox oen oo - o - o ox ox ox oex e o
Subtotal:
- - - - . - - - - - . . . - -
- - - . - - - - o - - . wxx - -
All other sources:
Quantity . ............... x il il bl 150,188 410,996 154,282 371,998 bl el ok ok x 173.7 1411
Value................... il il il bl 161,461 458,814 177,027 468,523 bl x il x x 184.2 164.7
Unitvalue ............... x x x bl $1,075 $1,116 $1,147 $1,259 bl x x x ox 3.8 9.8
Ending inventory quantity . . . - - - . . . ok ok ok . . . . ok ok
All sources:
Quantity . ..........u.... . - - - - - - - - wxx . . wex . -
Value . oo - - - - - - - - - wex wex ex wex - -
Unitvalue . . .oooovee - - - - - - - - - wox wex wex - - -
Ending inventory quantity . . . - - ok oex oen o . - - ox ox ox ox - o
U.S. producers":
Average capacity quantity . . . . - - - - . . - - - - - - . . .
Production quantity . . . . . . . . - - - - . - - - - - - - . - -
Capacity utilization (1) . . . . . . - - - - - - - - - wex wex ex wex - -
U.S. shipments:
Quantity . ............... oen oen oen - - - - - - . ox oex ox - -
value ................... bid ik biid i ook ook ok ok ok ok ok ok ok ok ok
Unitvalue . . ..o oo . - - . ok - ok ok ok . . . . ok .
Export shipments:
Quantity . ............... . . - - - - - - - . . . wex . -
Value . .o . - - - - - - - - wxx . . wex . -
unitvalue . . ....ooo. .. X - - - - - - - - - wox ex wex - - -
Ending inventory quantity . o o o oex oen - - - - ox ox oex ox o -
Inventories/total shipments (1) ox ox oex - o o . - - ok ox ox oex - o
Production Workers . . . ...... ok ok ok . . - ok ok ok - . . . ok ok
Hours worked (1,000s) . . . . . . - - - - - . - . - - - - - - -
Wages paid ($1,0008) . . . . . . . . - - - - - - - . . . wex . -
Hourly wages . ............ - - - wex oex - - - - - o wox ex - -
Productivity (tons/1,000 hours) - - - o ex wex - - - - - - o - -
Unitlaborcosts . ........... ok hid i il ok ok ok ok ok ok ok ok ok x -
Net sales:
Quantity . ..., ox . . ok ok ok . . - . . . . . .
Value . o oo ox . . ok ok ok . . - . . . . . .
Unitvalue . ..o - - - . . - - - - - . - . - -
Cost of goods sold (COGS) . . - - - - . - . - - - . - . - -
Gross profit or (10ss).. . . . . . wex wex oex - - - - - - ex - - - - -
SG&A expenses . B - - - - - - - - - wex wex wex oex - -
Operating income or (loss) ox ox oex o - - o - - ox oex oex - - o
Capital expenditures . . . . . . . . ok ok . . . . ok ok ok - . . . ok ok
UNit COGS . oo ok . - - . . ok ok ok . . . . ok ok
Unit SG&A expenses . . . . . ... - - - . . . - - - - . . - - .
Unit operating income or (loss) - - - - - - - - - wex wex ex ex - -
coGs/sales (1) . .......... - - - - - - - - - wex wox ex wex - -
Operating income or (loss)/
SAeS (1) ..., ok ok wax o o ok ok . . . o ik . o .

(1) "Reported data" are in percent and "period changes" are in percentage points.
(2) Not applicable.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.
Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.



Table C-5

HSAW: Summary data concerning the U.S. market, 2001-06, January-June 2006, and January-June 2007

(Quantity=short tons, value=1,000 dollars, unit values, unit labor costs, and unit expenses are per short ton; period changes=percent, except where noted)

Reported data

Period changes

January-June Jan.-June
Iltem 2001 2002 2003 2004 2005 2006 2006 2007 2001-06 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
U.S. consumption quantity:
AMOUNL .+ v v oo ok o e o e . ok o e . o ok o ok o
Producers' share (1) . ... . ... ok ex wwx . wwx . wex . wex . x . x . x
Importers' share (1):
Japan .. .....eeeeiiiii ke ek ok e ik e war hox ok e . . . - .
MEXICO .« v oo . . . . . . . . . . . . . . .
Subtotal . .. . ... ok o e o e o e ) e ™ o ok o ok 00
All other sources ok wex . . wnx . wx . wex . x . . . 89
Total iMpoMS . . .......... o o o e o e o e o e o o e o 89
U.S. consumption value:
AMOUNt . . ..o ik *rx ok e ok e wax i ok e . ok . - .
Producers' share (1) . . .. ... .. . . . . . . . . . . . . . . .
Importers' share (1):
Japan .. ... . . . . . . . . . . . . . . .
MEXICO v v oo ok o e . e . e o onx o o e o e o
Subtotal . .. .. .. ™ T o o T o o o o o o o T o o
All other sources o o e - e . e - e - o e o e o
Total imports . . o e o o o - o - o o o o o o -
Imports from:
Japan:
ok ok e ix e . e . e hox . ok ok ok .
. . oo e o e o e . e . o ok o e o
Ending inventory quantity . . . . x wex . wex ok wex ok wex sk . . . . .
Mexico:
Quantity ..o 453 0 0 11 0 9 9 0 -98.1 -100.0 @ @ -100.0 @ -100.0
Value ... 208 0 0 9 0 13 13 0 -93.8 -100.0 @ @ -100.0 @ -100.0
Unitvalue ............... $460 @ @ $825 @ $1,510 $1,510 @ 228.1 @ @ @ @ @ @
Ending inventory quantity . . . . . . . . - . . . . . . . . .
Subtotal:
Quantity . ................ ok ex . . wex . wex . wex . x . x . r
Valu .. oo ok o e o e - ok - e . o ok o ok o
Unit value N . wex . . . . . . ek . x . r . .
Ending inventory quantity . . . . . . . . . . . . . . . . . .
All other sources:
Quantity 88,602 88,561 28,889 228,516 198,106 195,620 62,426 350,404 120.8 -0.0 -67.4 691.0 -13.3 -1.3 461.3
Value . . 56,541 48,363 17,478 141,839 201,465 194,748 58,291 425,167 244.4 -14.5 -63.9 7115 42.0 -3.3 629.4
Unit value . . $638 $546 $605 $621 $1,017 $996 $934 $1,213 56.0 -14.4 10.8 26 63.8 2.1 29.9
Ending inventory quantity . . . onx o o o o o o o o ok o e - e o
All sources:
Quantity ................. ok o e . e . e o e . o onx o onx ok
value ..., ok *rx ok e ik e ok . ok e . . . - .
Unitvalue . ..o oo . . . . . . . . . . . . . . .
Ending inventory quantity . . . ok ook ok . ok ok ok ok ok ok ok ook ox ook iox
U.S. producers':
Average capacity quantity . . x wex . wex ok wex ok wex ok . . . . .
Production quantity . ok o e . onx . onx . e o o e o e o
Capacity utilization (1) . . . . .. . . . wex ok wex ok wex ok wex ok . . . . .
U.S. shipments:
Quantity . . ok ok ok hox ok hox ok hox ok . ok ok ok ok ook
NValue .o oo - . . . . . . . . . . . . . .
Unitvalue . .............. ik *rx ok e ok e ok iox e e . . . . .
Export shipments:
Quantity . ................ ok o e - e . e o e - o P o onx o
Value . oo ok wex . . . . . . wex . x ok x ok x
Unitvalue . ........... . - o e o e - e - e . o ook o e o
Ending inventory quantity . . . . ok ok ox ok ok ok ok ok ok ok o ook o ook ox
Inventories/total shipments (1) - . . . . . . - . - . . . . .
Production workers . .. . . .... ok ok e hox e hox ok . ok hox . ook ok ook ok
Hours worked (1,0005) . . . . . . . . . . . . . . . . .
Wages paid ($1,000s) . . .. . .. ook o onx . o . oo . o o o e o e o
Hourly wages . ............ . . wex ok wex ok ex ok wex ok . . . ek .
Productivity (tons/1,000 hours) onx o o o o o o o o ok o e o e o
Unit labor costs . ok x ek . wex . wex . wex . x . . . .
Net sales:
Quantity .. ............... ok ok ok hox ok hox ok i ok hox ook ok ok ook ok
value....... . . . . . . . . . . . . . . .
Unit value . . X . . ok ok ok ook iox ook iox e hox ok ok ook ok oox
Cost of goods sold (COGS) . . . . wex ok wex ok wex ok ex ok . . . wex .
Gross profit or (Ioss) ok o e o onx . oo o o ok o ok o ok -
SG&A expenses . ... . .. N ok x wex . ek . ek . wex . r . . . .
Operating income or (loss) . . . ok o e . onx o o o o ok o ok - e .
Capital expenditures . . . . .. . . ok ok ok . ok hox ok hox ok hox ook ok ook ook ok
Unit COGS . . . . . . . . . . . . . . .
Unit SG&A expenses . ok ook ok ok ok ok ok ok ok ik ox ook i ook iox
Unit operating income or (loss) . . . - . . . . . . . . . . .
coGs/sales (1) ........... ok o o ok o ok o ok o ok . ok - ok .
Operating income or (loss)/
ok o e . e - e . onx . o e o ok .

sales(l) ...

(1) "Reported data" are in percent and "period changes” are in percentage points.

(2) Not applicable.

Note.--Financial data are reported on a fiscal year basis and may not necessarily be comparable to data reported on a calendar year basis.

Because of rounding, figures may not add to the totals shown. Unit values and shares are calculated from the unrounded figures.

Source: Compiled from data submitted in response to Commission questionnaires and from official Commerce statistics.
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APPENDIX D

COMMENTSBY U.S. PRODUCERS, IMPORTERS, PURCHASERS, AND
FOREIGN PRODUCERS REGARDING THE EFFECTSOF THE ORDERSAND
THE LIKELY EFFECTSOF REVOCATION






U.S. PRODUCERS COMMENTSREGARDING THE EFFECTS OF THE ORDERS
AND THE LIKELY EFFECTSOF REVOCATION

Anticipated Operational and Organizational Changes|f The Orders
Were To Be Revoked

The Commission requested U.S. producer sto describe any anticipated changesin the
character of their operationsor organization relating to the production of CWLDLP in thefutureif
the antidumping duty orderson CWLDLP from Japan and Mexico wereto berevoked. Their
responses are as follows:

* k%

“Yes. Anincreased supply to domestic markets, which will reduce our ability to serve our market
share.”

* k%

“Yes. Were the subject antidumping duty ordersto be revoked, and assuming that Japan and
Mexico would begin importing large volumes of low-priced line pipe into the U.S., *** would anticipate
the following changes in the character of its operations:

L oss of ordersto low-priced imports of line pipe from Japan and Mexico could result in reduced
schedules and/or extended shutdowns due to lack of orders. Extended periods without sufficient orders
could result in plant closures or relocations.

Market pricing would be driven downward by the proliferation of low-priced imported pipe.”

* k%

“No. The competition will increase. These countries might start dumping pipe, lower than
market price.”

* k%

“Yes. Additional tonnage in the market would most likely be at alower price and demand
resulting in alayoff of production personnel.”

* k%

“Yes. Wewould expect that dumped imports from the subject countries would cause *** to lose
sales and market share. Asaresult, *** demand for *** would decline.”

* k%

“Yes. We expect reductions of hours of operation and corresponding output. We also anticipate
possible cancellation of planned capital expendituresin 2008.”

* k%

“If the orders are revoked, we would expect unfairly-traded imports from Japan and Mexico to
quickly enter this market in significant volumes. These imports would compete directly with our
production, and would likely be sold at prices below our current prices. Under these circumstances, we
would be forced to either reduce prices or lose sales. Indeed, it islikely that we would lose sales even if
we reduced prices. These developments would have a severe impact on our operations.”
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* k%

“Yes. Historically Japan and Mexico have demonstrated predatory pricing into the U.S. market.
To sustain operations and retain skilled employees, *** would be forced to follow the inevitable
downward pressure on price to meet the Japanese and Mexican offers. Inevitably long term contracts
would be at risk to provide profitable marginsto *** pipe manufacturing facilities.”

Significance of Existing OrdersIn Termsof Trade and Related Data

The Commission requested U.S. producer sto describe the significance of the existing
antidumping duty orders covering imports of CWLDL P from Japan and Mexico in terms of their
effect on production capacity, production, U.S. shipments, inventories, purchases, employment,
revenues, costs, profits, cash flow, capital expenditures, research and development expenditures,
and asset values. Their responses are asfollows:

* k%

No response was given.

* k%

“The absence of a high volume of low-priced line pipe being imported into the U.S. from Japan
and Mexico resulting from the subject antidumping duty orders has resulted in the following:

*** Based on the current backlog of orders, thislevel of production is expected to continue into
2008. Current employment stands at *** full time employees with numerous other positions being filled
by temporary employees. Employment levelsat *** are based on the production requirements (i.e. order
backlog) for agiven time period. In part, the antidumping duty orders placed on Japan and Mexico have
allowed *** to book sufficient business to maintain thislevel of production.

Prior to the current upswing in line pipe demand, a period of very low demand existed for 2004
and 2005. Tons shipped for these two years were ***, and *** respectively. Thisisin contrast to the ***
net tons shipped for 2006. During this period, *** was forced to reduce production to a***. Despite the
limited order volumes, *** was able to remain ***. The ability of *** to remain *** during these
depressed conditions can be directly attributable to the lack of low-priced, oversupplied pipe from Mexico
and Japan in the U.S. market. Thisalowed *** to continue booking orders to survive this cycle.

Profit margins resulting from the current state of the line pipe market have allowed *** to invest
in many research and development opportunities that allow the company to keep pace with the changing
line pipe market. One example of thisis the development of grade ***, a high strength steel pipe grade
that is currently being specified by many pipeline companies, ***. *** currently has an order for *** net
tons of pipein this grade, scheduled for production in ***, Development of this new grade took several
years and substantial cost outlays from *** "

* k%

“The antidumping duty orders provide a marketplace that permits the commitment of dollars to
upgrade facilities and a stable workforce.”

***

“By restricting dumped imports from Japan and Mexico, the orders have allowed *** to make
additional sales of the subject product, thus increasing demand for ***.”

* k%

“ Although we experienced a significant drop in demand in late 2001 due to the U.S. economy
downturn and the effects of September 11" and Enron, our situation would have been much worse had
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the antidumping duty order not existed. The order facilitated a much quicker return to profitability in
2004 and 2005.”

* k%

“By preventing unfairly-traded imports from these countries, the orders have enabled us to
consistently perform better on virtually all of these measures - including, among others, production,
shipments, employment, revenues, profits, and cash flow - than we otherwise would have. This has
enabled us to better weather several downturns in demand, and to enjoy the benefits of the upturnsin
demand that have occurred since the orders went into effect. For example, demand turned up in 2006,
and our profitability significantly improved. Wereit not for the orders, it is highly likely that imports
from the subject countries would have surged into the U.S. market, thus depriving us of the opportunity to
earn areasonable profit even when demand is relatively good.”

* k%

“The existing antidumping duty orders against Mexico and Japan were instituted during a period
when mgjor U.S. LDP projects were in decline. In prior years, predatory pricing that was demonstrated
from Mexico and Japan forced market prices lower for what little business was available and severely
impacted cost/price ratios for U.S. producers to the negative. Despite softening demand for LDP in North
Americain the early 2000 period, *** executive management and board of directors believed that with
the demonstrated governmental recognition and imposing antidumping duties on dumped L DP products,
that action would provide us with sufficient certainty that alevel competitive field could be realized.
Thus***,

Because we are an *** producer with the ability to ***, the antidumping duty orders against
Mexico and Japan provided and will provide *** with a greater opportunity to keep our order books full
and retain pipe mill and steel rolling mill employees on a profitable basis.”

Anticipated Changesin Trade and Related Data
If The OrdersWere To Be Revoked

The Commission requested U.S. producer sto describe any anticipated changesin their
production capacity, production, U.S. shipments, inventories, purchases, employment, revenues,
costs, profits, cash flow, capital expenditures, resear ch and development expenditures or asset
valuesrelating to the production of CWLDLP in the futureif the antidumping duty orderson
CWLDLP from Japan and Mexico wereto berevoked. Their responsesare asfollows:

* k%

“Yes. Currently we are booked through 2007 ***. We are open for orders after ***. The bulk
of recent orders have been filled by foreign sources, namely Ilva, Confab, Corinth, and Welspun. Only
due to current demand do we have orders. In anorma market, we would be closed. Opening the market
to Japan and Mexico would exacerbate the problem.”

***

“Yes. Assumptions: Japan and Mexico would re-enter the U.S. with large volumes of [ow-priced
line pipe that would depress pricing and oversupply the market.

Changes: Once pipeline companies started purchasing the low-priced line pipe imported into the
U.S. by Japan and Mexico, order backlogs on the domestic pipe mills would decrease and tonnage
produced on a per-year basis would decrease.
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Asthe order tonnages were decreased and backlogs became shorter, layoffs and workforce
reductions would be likely. Extended mill shutdowns due to lack of orders and the layoffs associated
with them would also become possible.

Gross income would be reduced as the order tonnages produced were decreased.

Profit margins would have to be reduced in order to compete with the low-priced pipe being
imported from Japan and Mexico. Asaresult of the lower margins and decreased volume, overall profits
would shrink or possibly turn into losses.

As cash flow became more restricted, and credit ratings were downgraded, operating lines of
credit would be held at higher interest rates, along with higher commitment fees.

Purchases of new equipment and the raw materials required for the production of line pipe would
decrease based on the lower production volumes. Thiswould have aripple effect on the many vendors
currently supplying *** with goods and services, as their sales would be impacted adversely.

Planned expansion projects could be cancelled or rejected. Capital expenditures would be
lessened or cancelled altogether. The lessening or ending of expenditures on newer and more efficient
technologies would make *** |ess able to compete for future business.

Research and development projects would likely be minimized or cancelled. The U.S. line pipe
market isin a constant state of evolution toward higher strength, lighter gauge products with greater
physical and chemical requirements. The inability to develop production capabilities in these grades
would lessen ***’ s ability to compete for future business.”

* k%

“Yes. It would be likely that our steel purchases would be reduced equal to the amount of pipe
business that would be lost to dumped imports. Additionally, lost bookings on our mill would force a
layoff of production personnel.”

* k%

“Yes. Without the orders, *** will lose sales and market share to dumped imports from Japan
and Mexico. Asaresult, *** demand for *** will decline. Such a development will cause financial harm
to *** and its workers.”

* k%

“Yes. Our planned capital expenditure to expand our capacity would be in jeopardy.”

* k%

“Yes. If the orders are revoked, low-priced imports from the subject countries would surge into
the U.S. market. The past behavior of the producers in these countries shows that they have a strong
propensity to dump welded pipe into the U.S. market. Nothing has occurred since the orders went into
effect that would make it less likely that they would do so. Indeed, the emergence of a major, export-
oriented industry in Chinamakesit al the more likely that they would do so. Chinese exports are a
significant presence in other markets to which these producers are currently exporting, and are, in many
cases, asignificant presence in their home markets aswell. This means that these producers would have a
very strong incentive to divert their production and exports to the United States. The fact that prices for
this product are higher in the United States than in other markets that might theoretically be available to
these producers would also provide a strong incentive for such behavior. In so doing, it would have a
very serious effect on our operations.”

* k%

“It has been *** painful experience that if left unchecked, the Mexican and Japanese LDP DSAW
millswill aggressively lower their offering prices until they secure an order in the U.S. despite
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their internal price structures. This downward pressure on U.S. market pricing has, and will have, the
inevitable effect of *** losing business on “dumped” products and force reductions or closure of
operations ***. Asaresult many highly skilled employees would be lost, efficiencies would plummet,
operating costs would skyrocket and competitiveness would be severely eroded which would translate to
amajor loss of revenue, a serious negative adjustment in cash flows and inevitable downward spiral in
profitability.”

U.S. IMPORTERS COMMENTSREGARDING THE EFFECTSOF THE ORDERSAND THE
LIKELY EFFECTSOF REVOCATION

Anticipated Operational or Organizational Changes If The Orders Were To Be Revoked

The Commission requested importersto describe any anticipated changesin the character
of their operationsor organization relating to theimportation of CWLDLP in the futureif the
antidumping duty orders on CWLDLP from Japan and Mexico wereto berevoked. Their
responses are as follows:

* k%

“No.”

* k%

“We would try to shift some of the current imports from other countries to Mexico and/or Japan.”

* k%

1 NO.”

* k%

1 NO.”

* k%

“No.”

* k%

1 NO.”

***

13 NO.”

* k%

1 NO.”

* k%

“No.”

* k%

13 NO.”

D-7



* k%

“Yes. *** expectsthat the revocation of the orders will result in a resumption of dumping by the
named countries in order to regain market share. These activities will lower market prices and restrict
*** participation in the market.”

* k%

1 NO.”

***

13 NO.”

* k%

1 NO.”

* k%

“No.”

* k%

17 NO.”

* k%

“Yes. Were the subject antidumping duty orders to be revoked, and assuming that Japan and
Mexico would begin importing large volumes of low-priced line pipe into the U.S., ***.”

* k%

“No.”

* k%

“Yes. No dataavailable aswe*** only.”

* k%

13 NO.”

* k%

“Yes. Revocation of the antidumping duty order against Mexico would likely result in
diminished levelsin USA Gulf market. Mexican flat-rolled mills have a history of predatory market
behavior in thisregion.”

* k%

“Yes. If the pricing was competitive and deliveries were acceptable we would resume purchases
from Mexico and Japan.”

Significance of Existing Ordersin Termsof Trade and Related Data
The Commission requested U.S. importersto describe the significance of the existing

antidumping duty order covering importsof CWLDLP from Japan and Mexico in terms of their
effect on their imports, U.S. shipments of imports, and inventories. Their responses are as follows:
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* k%

“Not significant.”

* k%

“Our company has had to shift sourcing to alternative countries. Thiswas due to unavailability
by domesticsin SAW and ERW materials. It isamost impossible to buy domestic SAW and ERW.
Industry perception isthat domestic mills are booked for many quarters.”

* k%

“We lost many chances to sell Japanese pipes and our business on Japanese pipes had been
getting limited. We have now missed such chances, even in the situation that domestic pipe mills have
been fully booked and U.S. customers have purchased from overseas pipe mills.”

* k%

“Keeps us from bringing any API line pipeinto the U.S.”

* k%

“There does not appear to be enough domestic supply of this material.”

* k%

“We are not in this market anymore.”

* k%

“After 2001, we amost lost al of our business of welded large diameter line pipe here in the
u.s”

* k%

“No change.”

*k*%*

“As*** has not qualified any millsin Mexico who manufacture welded |arge diameter line pipe,
the existing antidumping duty order for this material has had no impact to ***. The existing antidumping
order covering imports of welded large diameter line pipe from Japan limited our purchases from Japan to
those items which are excluded from the antidumping duty order and could not be manufactured by the
U.S. mills. In general, *** has obtained any required line pipe from the U.S. manufacturers, but in recent
years, we have seen lead-times from U.S. line pipe mills become very long.”

***

“Imported material from Mexico could be cheaper for the U.S. industry, compared with the
imports from ***.”

* k%

“The orders have added a degree of stability to the market that has allowed domestic producers to
return to production and pricing levels that provide an adequate return on investment.”

* k%

“Due to 30.8 percent antidumping duties, *** mills became not competitive in the U.S. market
and did not participate in any tender aggressively. We lost may business opportunities. Even though
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other countries pipe mills enjoy huge export business to U.S. because of much more demand than local
mill’s ability to supply.”

* k%

“No effect.”

* k%

“*** jsnot affected by existing anti-dumping orders.”

***

“The antidumping duty orders have significantly affected imports, causing *** to deal in smaller
volumes, mainly of pipes outside the scope of the antidumping duty orders. *** has declined to bid for
various pipeline projects where the required pipe size was subject to the antidumping duty order.”

* k%

“None.”

***

“The absence of a high volume of low-priced line pipe being imported into the U.S. from Japan
and Mexico resulting from the subject antidumping duty orders has resulted in the following:

* k%
* k%

*kx "

* k%

No response was given.

* k%

“No comment.”

*k%*

“Frankly speaking there is no significance of the existing antidumping duty any more. The
market has been dramatically changed compared to 5-6 years ago. Now the production situation of the
mill is so tight, and the mill *** is concentrating on producing pipe with higher grades (not the
antidumping duty size and grade). Regardless of the existing antidumping duty order, the mill cannot
supply more pipe.”

* k%

“Presently the antidumping orders against Japan and Mexico alow for controlled inventory levels
and keep order in the market.”

* k%

“The orders have had no effect on our business. This product represents a very small (less than
*** percent) portion of our total revenues.”
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Anticipated Changesin Trade and Related Data If The Orders Were To Be Revoked

The Commission requested importersto describe any anticipated changesin their imports,
U.S. shipments of imports, or inventories of CWLDLP in the futureif the antidumping duty orders
on CWLDLP from Japan and Mexico wereto berevoked. Their responses are asfollows:

* k%

No response was given.

* k%

“1 believe we would try to shift sourcing to Mexico and Japan from other countries of import.”

* k%

“Yes. We expect there will be much demand on line pipesin the U.S. for the coming few years,
particularly pipeline projects, and U.S. customers would have to import because domestic pipe mills have
been fully booked. We therefore would try to promote and import Japanese pipes, particularly while
domestic pipe mills will be keeping busy.”

* k%

“Yes. Would be able to bring more large OD pipein from Mexico.”

* k%

1 NO.”

***

No response was given.

* k%

“No. Because of tight capacity of suppliersin Japan and a cheap market herein the U.S., we do
not see any reasons for avolume increase.”

* k%

17 NO.”

***

“No. Even with revocation of the antidumping order, we will continue to purchase products from
U.S. millswhen they can meet the delivery and quality reguirements.”

* k%

“Yes. Distributors would be interested in a product of similar quality at a better price. No more
projections available at thistime.”

* k%

“Producers from the named countries will resume dumping in order to regain market share. ***
imports will be reduced as will shipments and production by domestic producers.”

* k%

17 NO.”
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* k%

No response was given.

* k%

“No. *** mills do not depend on the U.S. market, but rather shift to the Middle East/West
Africa/lChina/Russia, etc... So we do not think our business volume will change drastically, but probably
will increase dlightly.”

* k%

13 NO.”

* k%

“No. If the antidumping duty order were revoked, the main market for the Japanese mills would
continue to be conductor pipe/drilling riser pipe, which are not subject to the antidumping duty order.
While there is significant demand for line pipe, Japanese mills have a large price disadvantage due to high
ocean freight costs, and it will be difficult for Japanese millsto compete with U.S. mills, even without
antidumping duties.”

* k%

“No.”

*k%*

“Yes. Assumptions: Japan and Mexico would re-enter the U.S. with large volumes of [ow-priced
line pipe that would depress pricing and oversupply the market.

Changes: Once pipeline companies started purchasing the low-priced line pipe imported into the
U.S. by Japan and Mexico, order backlogs on the domestic pipe mills would decrease and tonnage
produced on a per-year basis would decrease.”

* k%

“Yes. We anticipate that transaction prices might go down because of additional mills being able
to offer quantities - especially with the new mill being built in the U.S.”

* k%

“Yes. My company does not have along history but any additional supply source is going to
change the market, mainly Japan for high grades and Mexico for low grades.”

***

13 NO.”

* k%

“Yes. Large diameter pipeisaspeciaized market. The U.S. market has historically been the
most lucrative for any foreign producer due to the size of the market aswell as U.S. dollar payment terms.
Revocation of the order would likely draw Mexico and Japan back to the U.S. in large volumes.
Revocation of the order could result in diminished price levelsin the USA Gulf market.”

* k%

“No. Our inventories would not change but if the product from Japan and Mexico was
competitive and deliveries met our requirements, we would purchase material from them.”
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U.S. PURCHASERS COMMENTSREGARDING THE EFFECTS OF THE ORDERSAND THE
LIKELY EFFECTSOF REVOCATION

Effects on Future Activities of the Firmsand the U.S. Market asa Whole

The Commission requested purchasersto comment on thelikely effects of revocation of the
antidumping duty ordersfor imports of CWLDLP from Japan and Mexico on (1) thefuture
activities of their firmsand (2) the U.S. market asa whole. Their responses are asfollows:

(D) Thefutureactivities of their firms:

* k%

“None. 2007-2010.”

* k%

“None.”

* k%

“None.”

* k%

“Wewill likely be forced to buy Japanese pipe due to price and quality.”

* k%

“Availability of distributor inventories would improve; increasing availability of supply, Period -
Next 5 years. Country - Japan.”

* k%

“Foreign mills would have to overcome the domestic mill advantages for total cost of ownership.
A few of our requirements may be placed with Japanese millsif their price can counteract the savingsin
transportation we would see with domestic mills. We do not foresee Mexican mills having an impact.
Since tariffs were imposed on Japan, their market has changed. They have found new markets around the
world as global demand hasincreased. They may only beinterested in supply for the most specialized
grades of pipe, X-70+.”

***

“Don’t know.”

* k%

“Not known.”

* k%

“None - not well enough versed on market to address.”

* k%

“We will have new sourcing flexibility in atight market for steel line pipe to bid for our work in
the next 3-5 years.”
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* k%

“For our firm’'s needs, the revocation of the antidumping duties will lead to awider choice of
subject pipe that will more closely meet our requirements for quality, price, and delivery.”

* k%

“Quality of pipe may decrease. May be difficult to find off-the-shelf pipe that meets ***
specifications.”

* k%

“It would expand the potential supplier base to quote on our pipe orders.”

* k%

“*** will continue to operate in the same manner. Large capital pipeline projects will be
competitively bid using both domestic and international sources. The revocation of the antidumping duty
order creates additional supply options for our future expansion projects. We currently do not have any
subject mills from Mexico on our approved manufacturerslist. Revocation would allow *** to pursue
and add qualified mills.”

* k%

“*** does not have sufficient information to respond to this question.”

* k%

“If the antidumping orders were removed, imports for certain welded large diameter line pipe of
the next five years may increase somewhat for our firm, since we would include the trading companies
representing afew of the Japan manufacturersin competitive bid inquiries for expansion project mill
quantities of pipe.”

* k%

“No impact.”

* k%

“To the extent a quality competitive product is offered we would consider purchasing if approved
by customer base.”

* k%

“Initially it would discount our inventory, because subject mills would want to regain market
share. To do thisthey would use price to gain market share.”

* k%

“If foreign pipe sets the domestic market price and can meet company specifications, we would
evaluate it for use on our system.”

* k%

“Couple of potential projects - might lower available price for alittle while - 2008.”

* k%

“1. Duty revocation would open up pipe supply options to pipeline projects. 2. Duty revocation
would aid in aleviating the serious supply constraints for near term projects. 3. Duty revocation would
open up the possibility of looking at higher grade pipe technology options. 4. Duty revocation could
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potentially allow for projects to remain on schedul e, thus helping to meet demand requirements of the
marketplace.”

* k%

“Revocation might relax supply pressures.”

(2) The U.S. market asawhole:

***

“None. 2007-2010.”

* k%

“It appears three (3) additional pipe millswill be operational in mid 2008. As such, there could
be an ‘over supply’ situation with or without the Japanese or Mexican pipe mills.”

* k%

“Don’t know.”

* k%

“Availability of distributor inventories would improve; increasing availability of supply, Period -
Next 5 years. Country - Japan.”

* k%

“Cannot speculate.”

* k%

“Unknown.”

* k%

“Not known.”

* k%

“*** does not have sufficient information to respond to this question.”

* k%

“For the U.S. market the revocation should make the domestic suppliers more competitive and
help meet the demand for infrastructure build out that is needed in the next 5-10 years.”

* k%

“We will likely be forced to buy Japanese pipe due to price and quality.”

* k%

“To the extent a quality competitive product is offered we would consider purchasing if approved
by customer base.”

* k%

“Thisisan interesting question for several reasons. In 2004 Oregon Steel announced its intention
to build a new spiral-weld double submerged arc welded pipe mill in Portland, Oregon. Thisfacility is
now complete and producing pipe for the "Rockies Express' project. This new facility adds
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approximately 150k tons of domestic capacity. Since that announcement Berg Steel Pipe, United States
Stedl (jointly with two Korean steel producers), and Welspun (jointly with Lone Star Steel) have
announced plans to build spiral-welded large diameter pipe mills. These mills are scheduled to come
onlinein 2008 and 2009. This brings an additional 780k tons into the large diameter pipe market. At this
point no announcements have been made regarding the Welspun/Lone Star Steel joint venture since Lone
Star is now owned by United States Steel.”

* k%

“The U.S. market will benefit by having additional sources of stedl products to choose from.”

***

“None - not well enough versed on market to address.”

* k%

“None.”

* k%

“If the antidumping orders were removed, we do not expect Japan to become amajor supplier for
subject line pipe. Japan has traditionally preferred to focus subject pipe sales for projects closer to their
country and only focused on the U.S. market when the opportunity was not available in the Asia-Pacific
region. The outlook for international demand in the Asia-Pacific region continues to be robust.”

* k%

“Unknown.”

* k%

“Larger inventory of lower grade pipe.”

* k%

“All the subject mills here have to offer over domestic millsis price. Thisiswhy the origina
orderswent in place. There will be no change if the orders are lifted.”

* k%

“U.S. market still has major projects to build and finish.”

* k%

“U.S. demand for large diameter pipeis currently at unprecedented levels and demand is
projected to remain strong. From mills qualified by ***, virtually no capacity exists for 2007 and Q1
2008 for DSAW or spiral production. ERW capacity isless constrained, but demand remains very strong.
Various externa and internal market analysis suggest peak levels may come in either 2008 or 2009. The
demand picture becomes less clear after 2009, but the expectation is for continued strong demand.
Revocation of antidumping duty ordersislikely to have little effect on demand from US manufacturers.

Revocation of antidumping duties would allow for higher grade pipe technology into the US
market. Japan isaleader in higher grade materials that cannot currently be obtained in the US.
Specifically, X-100 and X-120 technology is not available in the U.S. market. Further, X-80 technology
isrelatively new to the U.S. market and therefore, more sources of supply would help to bolster supply.
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New higher grade pipe manufacturing technology from Japan would aso help accelerate the
development of higher grade pipe manufacturing technology in the U.S. by exposing the market to high
grade manufactures.

The Japanese have communicated to *** that they are not typically interested in manufacturing
thinner wall pipe with awall thickness under half of aninch. Thisis especially true for small to medium
sized projects and for lower grades (<X-70). Thinner wall pipeis used morein the U.S. and Canada than
anywhere elsein the world, meaning U.S. pipe manufacturers will have limited exposure to the additional
Japanese supply should the antidumping duty revocation occur.

A record number of imports are currently needed to meet U.S. demand. Thistrend is expected to
continue through 2008 and beyond. However, overseas demand for large diameter pipe is aso very
strong and supply is constrained.

Constrained supply and escalation in prices in both the U.S. and overseas markets have and will
continue to delay projects or cancel projects. Revocation of antidumping duty orders will help to alleviate
the supply constraints in the U.S., allowing projects to move ahead, meet schedules, and meet demand for
energy infrastructure requirements. There is some concern that if the antidumping duties are upheld and
global supply constraints remain, strong U.S. demand could require the importation of pipe from Japan
and/or Mexico since non-duty countries may not be able to supply sufficient quantities. Thiswould result
in the marginal cost of pipe being set by the cost of Japanese or Mexican pipe plus anti-dumping duties.

U.S. supplierstypically provide large diameter pipe to final destination at alower overall cost
than that of overseas suppliers. Thisis primarily due to the reduced logistical and handling requirements
of the domestic mills. Revocation of anti-dumping duties will not reduce the added logistical and
handling charges.

Ownership of UOE and spiral millsin the U.S. and Canada are predominantly held by foreign
investors.

Current mills:

. Berg Pipe: Owned by Europipe (Germany)
Oregon Steel Mills: Owned by Evraz (Russia)
Ipsco: To be owned by SAAB (Sweden)
Jindal USA: Owned by Jindal (India)
Dura-Bond: U.S. Owned

Potential new market entrants;

. Berg Pipe Spiral Facility: Owned by Europipe (Germany)
. Welspun: Owned by Welspun India
. PSL: Owned by PSL India

Mexican pipeis generally not competitively priced for U.S. and Canadian projects. We do not
foresee the revocation of anti-dumping duties affecting the current foreign ownership of pipe millsin the
u.s”

* k%

“May not change significantly due to overall global demand.”
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FOREIGN PRODUCERS COMMENTSREGARDING THE EFFECTS OF THE ORDERS AND
THE LIKELY EFFECTS OF REVOCATION

Anticipated Changesin Trade and Related Data
If The OrdersWere To Be Revoked

The Commission requested foreign producer sto describe any anticipated changesin the
character of their operationsor organization relating to the production of CWLDLP in thefutureif
the antidumping duty orderson CWLDLP from Japan and M exico wereto berevoked. Their
responses are as follows:

* k%

“No.”

* k%

1 NO.”

***

13 NO.”

* k%

“No. *** target market is the high-end market such as*** as described in our business plan.
Those products are basically non-subject merchandise and are beyond the ability of the U.S. mills
(including mills with new spiral-weld technology) to produce. Revocation of the order would not affect
*** gperations.

*** has an obligation to supply welded large-diameter line pipe to non-U.S. customers and is
currently operating its production facilities at full capacity. *** does not have the capability to increase
itsimports to the United States in the foreseeable future if the order is revoked, and revocation of the
order would not affect *** product system or structure.

During the period of review, *** had a very limited quantity of exports of subject merchandise to
the United States. These exports were to a select few customers within the U.S. distribution market
segment with whom *** has had long-term rel ationships pre-dating the order.

*** overall strategy for al steel productsisto aim for the high-end portion of the market. The
recent *** has not changed our production and export strategy with respect to those products. This will
aso apply to the case of welded large-diameter line pipe.”

* k%

“No.”

* k%

“No. With respect to ERW and SAW line pipe, *** policy for the global line pipe market isto
concentrate on production and sales of high quality products with specific or combined properties such as
high-strength, heavy wall thickness, and sour service, using ***. *** has no interest in becoming an
exporter of line pipe products that domestic mills can produce or commodity-grade line pipe products.
This policy would remain unchanged if the order were to be revoked.

*kx "

* k%

13 NO.”
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Significance of the Ordersin Termsof Trade and Related Data

The Commission requested foreign producersto describe the significance of the existing
antidumping duty orders on CWLDLP from Japan and Mexico, in terms of their effect on the
firms production capacity, production, home market shipments, exportsto the United States and
other markets, and inventories. Their responses are asfollows:

* k%

“The antidumping duty was imposed in consequence of an antidumping claim against an export
sale made by ***. The antidumping orders have had a negative effect on *** exports to the United
States. Prior to the imposition of antidumping duties, *** was able to export a small volume of subject
merchandise to the United States (ranging from roughly *** tons per year in the mid-1990's to roughly
*** in 1999 and *** tonsin 2000). However, since the antidumping duties were imposed, we have
ceased all exportsto the United States.”

* k%

“Demand for *** welded line pipes for delivery to customers outside the United States has
exceeded *** ahility to supply ***. Because *** existing businessis so strong, its *** operations are
presently very profitable and are certainly more profitable than they were before the imposition of the
antidumping duty order on certain welded large diameter line pipe from Japan. *** has limited its welded
line pipe exports to the United States to excluded products. As noted elsewhere in the questionnaire
response, *** isoperating at full capacity and *** has no plan or capability to increase exports of subject
products to the United States in the foreseeabl e future.”

* k%

“Very small variation in production capacity dueto lack of exportsinto the United States. *** in
general has*** pipeto the United States. ***.”

* k%

“**x facilities for production of welded large diameter line pipe have been operating at full
capacity. Thereisno additional capacity for exporting to the U.S. market. Hence, the existing
antidumping duty orders do not make any impact on ***.”

* k%

“Because of the antidumping duty of *** percent applied to imports of welded large diameter line
pipe from ***  we have not been able to export large outside diameter products to the United States. We
have therefore focused on sales of smaller diameter products and other markets.”

* k%

“*** nolicy for the global line pipe market isto concentrate on production and sales of high
quality products that other mills (excepting some Japanese mills and European mills) cannot produce or
do not have the capacity to produce, using *** advantage of integrated production process from the blast
furnace process. *** has no interest in becoming an exporter of line pipe products that domestic mills can
produce or commodity-grade products. The existing antidumping duty order has little influence on this
policy. However, some U.S. domestic customers of high quality products or products that are not
available in the United States have been forced to increase purchasing costs due to the antidumping order
to the extent which the products are subject to the order.”
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* k%

No response was given.
Anticipated Changesin Trade and Related Data If The Orders Were To Be Revoked

The Commission requested foreign producersto describe any anticipated changesin their
production capacity, production, home market shipments, exportsto the United States and other
markets, or inventoriesrelating to the production of CWLDLP in the futureif the antidumping
duty orderson CWLDLP from Japan and Mexico wereto berevoked. Their responsesare as
follows:

* k%

“Yes. *** anticipates just to recover its normal sales export level that it had before the imposition
of the orders.”

* k%

17 NO.”

***

“Yes. Only changein exports to the United States, but our only interest would be in supplying
pipeto the USA, if aclient requires pipe with certain urgency that local suppliers cannot supply on time.”

* k%

“No. Revocation of the order would not cause *** to change its production or shipment strategy
for welded large diameter line pipe production or shipments. *** does not have excess capacity to supply
additional products to either the United States or any other market at this time, and does not expect to
have excess capacity for the foreseeable future. As noted previously, *** is committed to production for
major pipeline projectsin other countries for the foreseeable future and therefore would not change its
plans in response to revocation of the order. *** has been exporting avery limited quantity of welded
large diameter line pipe for afew customers within the distribution market of the United States that
cannot get sufficient supply from the U.S. producers and to whom *** was making sales prior to
imposition of the order. *** would expect to continue making these very limited salesto these U.S.
distribution market customersif the order is revoked, but no further sales than that except products that
are beyond the production capability of the U.S. producers.”

* k%

“Yes. If the antidumping duty is revoked, we would expect to be able to resume sales of large
outside diameter products to the United States. Given current market conditions, we do not expect to
compete for large projects or for most spot sales, but we believe there may be opportunities to make some
spot sales on a profitable basis when other suppliers do not have material available. We see this potential
market as around *** tons per year under current conditions.”

* k%

“No. *** policy noted in the response to question I1-14 (above) would remain unchanged if the
order were to be revoked. For the anticipated future large projects of line pipe, *** will concentrate on
the project that meets *** sales policy and needs high quality products available in the country due to the
difficulty in the quality requirements or domestic mill’ s production ability.”
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* k%

“We do not have plans to increase our capacity if the antidumping duty is revoked. We anticipate
increasing production and sales to the United States if there are no antidumping duties. Based on past
experience, we believe our exports might reach up to *** tons per year within the first few years after the
duty is eliminated.”
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APPENDIX E

COMMENTSBY U.S. PRODUCERS, IMPORTERS, AND PURCHASERS
REGARDING THE COMPARABILITY OF ERW AND SAW, AND THE
COMPARABILITY OF SPIRAL-WELDED AND LONGITUDINALLY WELDED
CERTAIN WELDED LARGE DIAMETER LINE PIPE






U.S. PRODUCERS COMMENTS REGARDING COMPARABILITY
Compar ability of ERW and SAW (including spiral-welded) certain welded large diameter line pipe

The Commission requested U.S. producer sto describe the differences and similarities
between ERW and SAW certain welded lar ge diameter line pipe with respect to the following
factors. characteristics and uses, inter changeability, manufacturing processes, channels of
distribution, customer and producer perceptions, and price. Their responses are asfollows:

Characteristics and uses

* k%

“Both ERW and SAW utilize high strength, low alloy steels used in high pressure pipeline
applications. ERW originates from hot-rolled coils whereas SAW is made from steel plate. Each product
can be supplied by similar steel manufacturers as physical/metallurgical properties are very similar.”

* k%

“ERW and DSAW (both longitudinally welded and spiral-welded) line pipe are manufactured to
the requirements of API specification 5L. ERW pipe is manufactured from coiled steel rather than plates,
therefore the pipe diameter islimited by available coil widths. Spiral-welded pipe is aso made from
coiled stedl. But, due to the helical wrap of the steel, the pipe sizeis not limited by the coil width.

DSAW pipe is made from single-length plates. Welding techniques for longitudinally welded DSAW
pipe and for spiral-welded pipe are similar, but welding techniques for ERW pipe are significantly
different. The largest diameter for ERW pipeinthe U.S. is 24" in diameter (610 mm) and internationally
the largest ERW pipeis 26" (660 mm) in diameter. DSAW pipeis manufactured in diameters of 16" (406
mm) and larger. Spiral-welded pipeistypically manufactured in diameters of 26" (660 mm) and larger.”

*k%*
“ERW’ssizerangeis 24" and below. SAW is20" and greater. SAW iswelded by the ARC

method and ERW by resistance welding. Both are line pipe, but SAW is used more for transmission and
high pressures.”

*k*

“ERW pipeistypicaly smaller in diameter than SAW pipe. The diameters available max out at
24" outside diameter. ERW pipe does not have the weld reinforcement that SAW pipe possesses,
therefore, it isless tolerant of welding defects.”

* k%

“The general characteristics/uses of ERW and SAW line pipe are the same. Specifically, the
ERW weld has no added metal in the welding process whereas SAW does.”

* k%

“*** jsnot a SAW producer. To the best of our knowledge both ERW and SAW can be made to
A25, A, B, and X grades ranging from X-42-X-80. Both products are used primarily in the transmission
of gas.”
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I nterchangeability

* k%

“Common items and interchangeability are redlized in 16", 18", 20", 22", and 24" diameters.”

***

“ERW pipe is manufactured in the diameter range up to 26" inclusive in typical wall thicknesses
of 0.188" (4.8 mm) through 0.750" (19.1 mm). Spiral-welded pipe is manufactured in diameters of 26"
(660 mm) and larger in wall thicknesses from 0.250" (6.4 mm) through 0.750" (19.1 mm). DSAW pipeis
manufactured in diameters of 16" and larger in wall thicknesses from 0.312" (7.9 mm) through 1.5" (38
mm) although some wall thicknesses for some mills can exceed 2" (50 mm). Where overlap of products
occurs there can be interchangeability within those sizes. However, DSAW longitudinally-welded pipeis
preferred over spiral pipe and ERW for certain offshore applications and sour service requirements.”

* k%

“Only in the duplicate size ranges and pressure ranges.”

* k%

“ERW pipeis not typically available beyond wall thicknesses of 0.500.” Given this restraint and
that of diameter, SAW isthe product of choice above 24" and beyond 0.500.” Due to more economical
manufacturing costs, ERW is the choice within those dimensions.”

* k%

“For a given diameter/wall/grade these are interchangeable for line pipe.”

* k%

“Determined by customer.”

Manufacturing processes

* k%

“Thereislittle interchangeability in the production equipment utilized for the two products.
Processing equipment such as hydrostatic testing, beveling, and ultrasonic units are somewhat similar.
Both processes require skilled labor work forces. Due to manufacturing process, SAW production rates
are slower and limited due to joint length capabilities.”

* k%

“DSAW pipe is manufactured by forming single plates into rounds. The opening is tack-welded
closed and then the final weld closure is made using submerged-arc welding methods. In thiswelding
method, at least one submerged arc welding pass is made on the inside of the pipe and at least one passis
made on the outside surface of the pipe. The metal from the outside pass fuses through the deposited tack
weld and into the metal deposited during the inside pass creating a full-penetration weld. For each pass,
multiple wires deposit filler metal which can be selected to enhance the mechanical properties of the weld
seam. The use of multiple weld passes creates redundancy in sealing the weld joint. Due to the use of
multiple arcs and multiple passes, the material thicknessis not limited by the welding process.

Spiral-welded pipe is made by passing coiled steel strip through the roller-bending machinery
which wraps the strip to form acylindrical pipe. In some spiral processes atack weld is applied and in
some processes the pipe proceeds immediately into the submerged arc weld without the benefit of tack-
welding. Theweld seam is closed using SAW techniques similar to that used for DSAW pipe with at
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least one submerged arc welding pass made on the inside of the pipe and at |east one pass made on the
outside surface of the pipe. The upper wall thickness limit for spiral-welded pipe is generally limited to
0.750" (19.1 mm). Dueto potential for geometric variation in spiral-welded pipe, care must be taken to
assure symmetry of the weld passes and ability to perform adequate inspections and tests on the helical
seam.

ERW pipeis manufactured by electric resistance or e ectric induction welding. In this process,
the steel isformed through a series of forming stands and the edges of the strip are pressed together under
high pressure. The heat for welding is generated by the resistance to the flow of the electrical current.

No filler metal is added and the welds are completed in a single pass, therefore ERW welds do not have
the redundancy of multiple-pass welds. The ERW processis typically limited to maximum wall
thicknesses of 0.625" (15.9 mm) or 0.750" (19.1 mm).

While forming and welding methods differ for each type of pipe, similar processes are used in the

finishing, inspection and testing of all pipe types.”

* k%

“ERW isfaster and usesroll form with electric resistance welding, and uses coils for feedstock.
Longitudinal-SAW uses plate for feedstock and is formed then ARC welded.”

* k%

“ERW pipe is made from hot strip. So it has a starting material of economy similar to spiral pipe,
but cheaper than long seam SAW. Equipment istypically less capital intensive while it has higher
outputs, hence the economy of manufacturing. The skill level of the work forceis generally not as high
asin the SAW processes.”

* k%

“ERW uses coiled steel that is unwound, formed into a tubular shape, welded, and cut from the
overal length. Heat treatment of the body or weld seam is also normally performed. The SAW process
uses plates of steel that are formed individually into tubular shape. The edges are welded with afiller
metal. Subsequent steps, including inspection are similar. Key inputs are coil steel for ERW and plate
steel for SAW. Plate cannot be used for the ERW process. Coiled steel can be secondarily processed in a
cut-to-length operation to make plate for SAW.”

***

“ERW and spiral-welded begin with a hot-rolled coil that is made into welded pipe through a
continuous forming process. SAW pipe other than spiral-welded begins with cut-to-length plate that is
formed and welded into pipe through a piece-by-piece process that is not continuous.”

Channels of distribution

* k%

“Both products are marketed directly to end users and a so sold through authorized distributors.”

* k%

“For all types of pipe, distribution can occur via shipments to distribution companies or direct to
end users. Distribution companies typically maintain inventory for purchase of small quantities of pipe or
in some cases distributors maintain stocking programs for end-users. Shipments directly to end-users are
usually project-related with the pipe manufactured both to API specifications as well asto the proprietary
standards of the particular end-user.”
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* k%

“ERW is sold directly to end users and a large percentage through distributors. Longitudinal-
SAW is more project oriented and usually sold directly to end users.”

* k%

“Both ERW and DSAW pipe are sold to the same customers for the same applicationsin the U.S.
Pipeissold to either end users or distributors.”

***

“Line pipe, whether ERW or SAW, is primarily used in the transport of oil/gas or other “fluids.”
Customers included in the distribution and market segments are mostly the same.”

* k%

“We believe the channels of distribution for ERW pipe and SAW pipe are the same, but we
cannot be certain because ***.”

Customer and producer perceptions

* k%

“There are essentially no differences in salessmarketing practices.”

***

“Both DSAW and spiral-welded pipe are considered to have a more reliable weld seam than
ERW pipe due to the multiple-pass welding techniques used. Due to the potential for geometric variation,
longitudinally-welded DSAW pipeis considered to have greater reliability for assuring weld symmetry
and ability to track the weld to assure adequate nondestructive testing. DSAW pipe is made from discreet
plates which have greater potential for metallurgical transformations than coiled steel used for spiral-
welded and ERW pipe. Longitudinally-welded DSAW pipe is generally preferred for critical service
applications (i.e. offshore, sour gas service, low temperature service) where reliability is essential.”

* k%

“SAW isamore labor intense product to manufacture and is of a higher quality; therefore, more
desirable for high pressure and offshore application.”

* k%

“The customer’ s specification details would remain the same for ERW and DSAW and yield
similar results.”

***

“For line pipe, perceptions are based more on a specific weld quality.”

* k%

“We don’t have enough information to answer this question, given that ***.”

E-6



Price

* k%

“Due to the manufacturing process of SAW (slow production rates and length restrictions), ERW
istypicaly priced lower due to lower cost except in certain applications such as sub-sea.”

* k%

“Due to the lower cost-per-ton of coiled steel as compared to discreet plate, the pricing of both
ERW and spiral-welded SAW pipeis less per ton than longitudinally-welded DSAW pipe of the same
diameter and wall thickness.”

* k%

“LSAW is more expensive since the product requires more labor and plate costs versus coil costs
are higher.”

* k%

“Due to the increased capital expendituresto build aDSAW mill versus an ERW mill, the costs
of the steel substrate used for each mill (coil) ERW and (plate) DSAW, additional labor needs for DSAW
than ERW, typical sales prices of ERW are typically lessthan DSAW.”

* k%

“Pricing for SAW is usually higher due to key input costs and conversions.”

* k%

“We don’t have enough information to answer this question.”
Compar ability of spiral-welded and longitudinally-welded certain welded large diameter line pipe

The Commission requested U.S. producersto describe the differences and similarities
between spiral-welded and longitudinally-welded certain welded large diameter line pipe with
respect to the following factors: characteristics and uses, inter changeability, manufacturing
processes, channels of distribution, customer and producer perceptions, and price. Their responses
areasfollows:

Characteristics and uses

* k%

“Both longitudinally-welded and spiral-welded line pipe are manufactured to the requirements of
API specification 5L. Spiral-welded pipe is made from coiled steel whereas longitudinally-welded
DSAW pipe is made from single-length plates. Welding techniques for longitudinally welded DSAW
pipe and for spiral-welded pipe are similar with both having full-penetration welds with filler metal added
during the welding process. Due to the limitations of plate length and/or pipe forming equipment,
longitudinally-welded DSAW pipeistypically supplied in 40-ft nominal lengths with longer lengths
being achieved by joining pipe sections by a circumferential weld. The length of spiral-welded pipeis
not limited by plate length or forming equipment, but rather by the length of the steel strip. Thereforeit is
not uncommon for spiral-welded pipe to be supplied in lengths up to 80-feet without the need for a
circumferential weld.”
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* k%

“Both are used for transmission of oil and gas; however, offshore usually requires longitudinally-
welded pipe.”

* k%

“Spiral-welded pipeis generaly straighter and less oval, as formed, than longitudinal-welded
pipe (correction for ovality is possible). When put through identical inspection/testing sequences, these
two products can be used in similar applications.”

***

“General characteristics are very similar, including filler metal usage in the weld. Spiral material
has limited acceptance in offshore applications. Spiral has ahelical seam down the pipe compared to the
longitudinal seam for SAW.”

I nterchangeability

* k%

“Spiral-welded pipe is manufactured in the diameters of 26" (660 mm) and larger in wall
thicknesses from 0.250" (6.4 mm) through 0.750" (19.1 mm). DSAW pipe is manufactured in diameters
of 16" and larger in wall thicknesses from 0.312" (7.9 mm) through 1.5" (38 mm) although some wall
thicknesses for some mills can exceed 2" (50 mm). Where overlap of products occurs there can be
interchangeability within those sizes. However, DSAW longitudinally-welded pipe is preferred over
spiral pipe and ERW for certain offshore applications and sour service requirements.”

* k%

“Both can be used for the same purpose.”

* k%

“These two products are fully interchangeable as mentioned above. Thereis no significant
differencein their applicability to any end useif the appropriate quality level has been applied.”

* k%

“For a given diameter/wall/grade these are interchangeable for line pipe.”

Manufacturing processes

* k%

“DSAW pipe is manufactured by forming single platesinto rounds. The opening is tack-welded
closed and then the final weld closure is made using submerged-arc welding methods. In thiswelding
method, at |east one submerged arc welding pass is made on the inside of the pipe and at least one passis
made on the outside surface of the pipe. The metal from the outside pass fuses through the deposited tack
weld and into the metal deposited during the inside pass creating a full-penetration weld. For each pass,
multiple wires deposit filler metal which can be selected to enhance the mechanical properties of the weld
seam. The use of multiple weld passes creates redundancy in sealing the weld joint. Due to the use of
multiple arcs and multiple passes, the material thickness is not limited by the welding process.

Spiral-welded pipe is made by passing coiled steel strip through the roller-bending machinery
which wraps the strip to form a cylindrical pipe. 1n some spiral processes atack weld is applied and in
some processes the pipe proceeds immediately into the submerged arc weld without the benefit of tack-
welding. Theweld seamis closed using SAW techniques similar to that used for DSAW pipe with at
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least one submerged arc welding pass made on the inside of the pipe and at |east one pass made on the
outside surface of the pipe. The upper wall thickness limit for spiral-welded pipe is generally limited to
0.750" (19.1 mm). Dueto potential for geometric variation in spiral-welded pipe, care must be taken to
assure symmetry of the weld passes and ability to perform adequate inspections and tests on the helical

* k%

“LSAW isformed then welded from plate stock. Spiral is made from coil stock. Spiral hasa
longer amount of welded area.”

*k*

“Since spiral pipeis made from hot strip, while long seam is made from discrete plate, the starting
material is more economical without compromising quality. The forming and welding of spiral pipeis
done in one step while long seam pipeis amulti step process. Thereisasdlightly higher cost for welding
consumables with spiral as there is more weld per foot of pipe.”

* k%

“The spiral process uses coiled steel that is unwound, formed into tubular shapes, welded and
then cut-to-length. Thisfirst welding may be tack welding followed by a secondary weld stage. The
SAW process uses plates of steel that are formed individually into tubular shapes. The edges are welded
with afiller metal. Subsequent stepsincluding inspection are similar. Key inputs are coil steel for the
spiral process and plate steel for the SAW process.”

Channels of distribution

* k%

“For both longitudinally welded and spiral-welded pipe, distribution can occur via shipments to
distribution companies or direct to end users. Distribution companies typically maintain inventory for
purchase of small quantities of pipe or in some cases distributors maintain stocking programs for end-
users. Shipments directly to end-users are usually project-related with the pipe manufactured both to AP
specifications as well asto the proprietary standards of the particular end-user.”

* k%

“Both are sold to end users, usually for a specific project, with a smaller portion sold through
distribution.”

* k%

“Both spiral DSAW and longitudinal DSAW pipe are sold to the same customers for the same
applicationsinthe U.S. Pipeissold to either end users or distributors.”

* k%

“Line pipe, whether SAW or spiral, is primarily used in the transport of oil/gas or other “fluids.”
Customers included in the distribution and market segments are mostly the same.”

Customer and producer perceptions

* k%

“Due to the potential for geometric variation in spiral-welded pipe, longitudinally-welded DSAW
pipeis considered to have greater reliability for assuring weld symmetry and ability to track the weld to
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assure adequate nondestructive testing. DSAW pipe is made from discreet plates which have greater
potential for metallurgical transformations than coiled steel used for spiral-welded pipe. Longitudinally-
welded DSAW pipeis generally preferred for critical service applications (i.e. offshore, sour gas service,
low temperature service, etc.) where reliability is essential.”

* k%

“Spiral, in the past year, was never considered equal to longitudinal-SAW, but lately has gained
acceptance due to its lower price.”

* k%

“The customer’ s specification details would remain the same for spiral DSAW and longitudinal
DSAW and yield similar results.”

* k%

“Historicaly, spira has been seen in the U.S. as weaker and low quality. In the recent past, spira
has achieved onshore acceptance. Offshore use of spiral is currently very limited.”

Price

* k%

“Due to the lower cost per ton of coiled steel as compared to plate, the pricing of spiral-welded
pipeis less per ton than longitudinally-welded DSAW pipe of comparable diameter and wall thickness.”

* k%

“Spiral isless expensive due to lower costs of coil versus plate.”

* k%

“Dueto theincreased capital expendituresto build alongitudinal DSAW mill versus a spiral
DSAW mill, the costs of the steel substrate used for each mill (coil) spiral and (plate) DSAW, additional
labor needs for longitudinal DSAW than spiral DSAW, sales prices of spiral DSAW are typically less
than longitudinal DSAW.”

* k%

“Spira can be dlightly less expensive, but mostly based on demand and key input prices.”
U.S.IMPORTERS COMMENTS REGARDING COMPARABILITY
Compar ability of ERW and SAW (including spiral-welded) certain welded large diameter line pipe
The Commission requested importersto describe the differences and similarities between
ERW and SAW certain welded lar ge diameter line pipe with respect to the following factors:
characteristics and uses, inter changeability, manufacturing processes, channels of distribution,

customer and producer perceptions, and price. Their responses are as follows:

Characteristics and uses

* k%

“Transmission lines for oil and gas, construction, water lines, offshore fabrication.”
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* k%

“Similarities: both are welded pipe. Differences: SAW uses more advanced technology, thus
more reliable, can be used for severe applications. SAW cannot make pipes with outside diameters
smaller than 18", ERW cannot make pipes bigger than 24". SAW can make bigger pipe, heavier wall
thicknesses than ERW.”

* k%

“ERW is perceived to be an inferior product to SAW.”

* k%

“ERW and DSAW (both LSAW and HSAW) line pipe are manufactured to the requirements of
API specification 5L. ERW pipeis manufactured from coiled steel rather than plates, therefore the pipe
diameter is limited by available coil widths. Spiral-welded pipe is also made from coiled steel. But, due
to the helical wrap of the stedl, the pipe size is not limited by the coil width. DSAW pipe is made from
single-length plates. Welding techniques for longitudinally-welded DSAW pipe and for spiral-welded
pipe are similar, but welding techniques for ERW pipe are significantly different. The largest diameter
for ERW pipe in the United Statesis 24" in diameter (610 mm) and internationally the largest ERW pipe
iS26" (660 mm) in diameter. DSAW pipe is manufactured in diameters of 16" (406 mm) and larger.
Spiral-welded pipeis typically manufactured in diameters of 26" (660 mm) and larger.”

* k%

“The definitions in the questionnaire document detail the characteristics of ERW and SAW line
pipe. Typicaly ERW line pipeis utilized in onshore or shallow offshore applications up to 24", while
SAW or DSAW is utilized in either larger outside diameter onshore “trunkling” or offshore applications.”

* k%

“Our SAW is used in deepwater applications, beyond depths deemed prudent for ERW. ERW
has outside diameter and wall thickness limitations.”

* k%

“Same for oil and gas.”

* k%

“Identical.”

* k%

“ERW: O.D. 18-26", thinner wall thickness, low pressure use, mainly on-shoreuse. SAW: O.D.
18-60", heavier wall thickness, high pressure use, both on-land and off-shore use.”

* k%

“SAW is manufactured using filler metal. ERW isnot. Both products are manufactured with a
weld seam. SAW pipe is made from plate versus coils for ERW.”

* k%

“SAW: long distance truck line and offshore structural pipe usage. ERW: latera line, gathering
line. SAW is considered more reliable.”
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* k%

“ERW and SAW usage is designed by the engineering companies. SAW isfor more critical
applications and offshore applications.”

* k%

“Both types of pipe have aweld seam in their formation. SAW pipes are generally formed in an
outside diameter range of 20"-60" and ERW generally has an outside diameter of 1"-24". Wall
thicknesses of SAW pipes can bein excess of 3" while ERW islimited to a maximum of around 1".”

* k%

“DSAW uses. conductor pipe (DSAW with longitudinal seam); drilling riser pipe; and line pipe
(including offshore uses). ERW uses: conductor pipe; and line pipe (non-offshore uses). The seams of
ERW are not tough enough to withstand drilling riser pipe usage.”

* k%

“ERW is made from hot-rolled coil and DSAW is made from hot-rolled plate. ERW and DSAW
are produced in the same grades, used for construction pipelines, etc.”

* k%

“ERW- 1/8" to 26" outside diameter, SAW- 16" to 144" outside diameter.”

I nterchangeability

***

“Determined by end users.”

* k%

“Can be interchanged for applications that are not severe (i.e. water pipe, online low pressure
pipe, construction). SAW can apply for most ERW applications but not vice versa.”

* k%

“ERW may be replaced by SAW. SAW is seldom allowed to be replaced by ERW if at al.”

***

“ERW pipe is manufactured in the diameter range up to 26" inclusive in typical wall thicknesses
of 0.188" (4.8 mm) through 0.750" (19.1 mm). Spiral-welded pipe is manufactured in diameters of 26"
(660 mm) and larger in wall thicknesses from 0.250" (6.4 mm) through 0.750" (19.1 mm). DSAW pipeis
manufactured in diameters of 16" and larger in wall thicknesses from 0.312" (7.9 mm) through 1.5" (38
mm) although some wall thicknesses for some mills can exceed 2" (50 mm). Where overlap of products
occurs there can be interchangeability within those sizes. However, DSAW longitudinally-welded pipeis
preferred over spiral pipe and ERW for certain offshore applications and sour service requirements.”

* k%

“For certain applications and size ranges, there is the opportunity for interchangeability. For
example, a24" onshore pipeline. In deepwater Gulf of Mexico, however, DSAW istypicaly required as
the dual weld processis preferred. 1n addition, ERW line pipe has awall thickness limitation which is
less than that of DSAW, thus for certain applications ERW line pipeis not suitable.”
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* k%

“Can be interchanged in many situations depending on wall thickness and outside diameter
required.”

* k%

“Samefor oil and gas.”

***

“100 percent.”

* k%

“Interchangeability is not so high, because characteristics of ERW and SAW are different and
reliability of SAW’sweld seam quality is much higher than ERW.”

* k%

“Both products are used in pipe line product conveyance, structural/building applications.”

* k%

“ERW users can accept SAW. But some of the SAW users do not accept ERW due to less
reliability in critical applications.”

* k%

“Not much interchangeahility- it is design issues and engineering.”

* k%

“Since size ranges for SAW and ERW pipes do not overlap alot they generaly complement each
other as opposed to competing with each other. Both types of pipes can be used in the transmission of ail,
gas, water, and other materials.”

* k%

“For conductor pipe usage, there is no differencein ERW pipe and DSAW (longitudinal seam)
pipe. For drilling riser pipe usage, ERW pipe is not considered to have sufficient seam toughness. For
line pipe usage, both ERW and DSAW can be used, however, it is not common to use ERW for offshore
purposes.”

* k%

“Very little interchangeability, ERW rangesin outside diameter sizes of 1/2" to 30", DSAW
rangesin sizes from 18" to 48".”

* k%

“SAW picks up towards the end (maximum diameter) of ERW pipes.”

Manufacturing processes

* k%

“Two different processes, not able to adequately comment on the merits of either process.”

E-13



* k%

“ERW: from coil and different weld technology. SAW: from plate (UOE) and coil (spiral)
different weld technology.”

* k%

“While | am not an expert in manufacturing, ERW is a faster production process while SAW is
sower. Different welding techniques used. Also, raw material for ERW istypically coil while SAW uses
plate.”

* k%

“DSAW pipe is manufactured by forming single platesinto rounds. The opening is tack-welded
closed and then the final weld closure is made using submerged-arc welding methods. In thiswelding
method, at |east one submerged arc welding pass is made on the inside of the pipe and at least one passis
made on the outside surface of the pipe. The metal from the outside pass fuses through the deposited tack
weld and into the metal deposited during the inside pass creating a full-penetration weld. For each pass,
multiple wires deposit filler metal which can be selected to enhance the mechanical properties of the weld
seam. The use of multiple weld passes creates redundancy in sealing the weld joint. Due to the use of
multiple arcs and multiple passes, the material thicknessis not limited by the welding process.

Spiral-welded pipe is made by passing coiled steel strip through the roller-bending machinery
which wraps the strip to form a cylindrical pipe. 1n some spiral processes atack weld isapplied and in
some processes the pipe proceeds immediately into the submerged arc weld without the benefit of tack-
welding. Theweld seamis closed using SAW techniques similar to that used for DSAW pipe with at
least one submerged arc welding pass made on the inside of the pipe and at |east one pass made on the
outside surface of the pipe. The upper wall thickness limit for spiral-welded pipe is generally limited to
0.750" (19.1 mm). Dueto potential for geometric variation in spiral-welded pipe, care must be taken to
assure symmetry of the weld passes and ability to perform adequate inspections and tests on the helical
seam.

ERW pipeis manufactured by electric resistance or el ectric induction welding. In this process,
the steel isformed through a series of forming stands and the edges of the strip are pressed together under
high pressure. The heat for welding is generated by the resistance to the flow of the electrical current.

No filler metal is added and the welds are completed in a single pass, therefore ERW welds do not have
the redundancy of multiple-pass welds. The ERW processis typically limited to maximum wall
thicknesses of 0.625" (15.9 mm) or 0.750" (19.1 mm).

While forming and welding methods differ for each type of pipe, similar processes are used in the

finishing, inspection and testing of all pipe types.”

* k%

“Information concerning these two processes are very well detailed in the instructions to the
guestionnaire.”

* k%

“ERW is made from coils with one weld on the outside diameter. DSAW is made from plates
with an outside and inside weld.”

* k%

“ERW uses the induction of an electric current to heat the edges of the pipe asitisformed. The
heating and sgqueezing together of the pipe welds the edges together without the addition of welding
material. SAW useswelding wire (under alayer of inert welding flux) to heat the weld area and add
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welding material to the joint in order to fuse the edges together. The two processes are not
interchangeable in terms of production equipment.”

* k%

“Manufacturing processes are completely different on rolling method and welding method of
seam portion. There is no interchangeability between ERW and SAW from the point of view of
machinery, equipment, and skilled labor.”

* k%

“SAW usesfiller metals; ERW does not. Manufacturing machinery is not interchangeable.”

* k%

“Both are totally different processes for manufacturing, there is hardly any common equipment
except testing (UT, hydrotest, marking, etc.).”

* k%

“ERW pipes use a coiled strip to form the pipe. The strip isfed into a set of forming rolls which
consist of horizontal and vertical rollers. Each set of rollersis gradually smaller and in turn gradually
bends the strip into a circular tube. Thistube isthen passed by the welding electrodes. When the welding
electrodes come in contact with each side of the strip seam, the temperature is raised to the welding point.
At that point the pipeisformed. In ERW no outside welding material is added to the pipe. SAW on the
other hand uses aweld material to connect the edges of the coil/plate in the forming of the pipe. There
are severa ways to form SAW pipes (UOE, JCO, spiral, bending roll, etc.) but al use an outside welding
material. So, this meansthat awelding rod is heated and melted in the seam of the plate/coil and builds
up to close the seam. The welding process takes place under a granular flux material to decrease the
chance for contamination and thisiswhy it is called submerged arc welding.”

* k%

“DSAW is made from plates using a submerged arc welding process. ERW is made from hot-
rolled coils using an electric resistance welding process.”

* k%

“DSAW is manufactured using the double submerged arc welded process meaning two weld
passes. ERW electric resistance process is a one weld pass.”

* k%

“ERW- noweld or flux used. Edge of plate joined together by electric resistance for ERW.
SAW needs weld and flux.”

Channels of distribution

* k%

“ERW and SAW are sold through distribution and direct to end users. Thisisnormally
determined by the size of the product.”

* k%

“Depending on distributors, most handle both, some handle only a specific product.”
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* k%

“Both share similar channels of distribution.”

* k%

“For all types of pipe, distribution can occur via shipments to distribution companies or direct to
end users. Distribution companies typically maintain inventory for purchase of small quantities of pipe or
in some cases distributors maintain stocking programs for end-users. Shipments directly to end-users are
usually project-related with the pipe manufactured both to API specifications as well asto the proprietary
standards of the particular end-user.”

***

“Typically, both products are sold in “smaller” amounts via the use of United States based
distributors, usually out of the distributor’ sinventory. For larger projects, or for projects requiring non-
standard line pipe, the line pipeis purchased direct from the line pipe mill in many cases.”

* k%

“Can be sold through distributors or directly to customers. We sell our project tonnage directly to
the end user.”

* k%

“Same.”

* k%

“Asfar asour businessis concerned, channels of distribution are the same.”

***

“Both products are used, depending on the specific grade, by the oil and gasindustry, as well as
the construction market. Many distributors who cater to the oil and gas market do not participate in the
structural/building segment.”

* k%

“Not much difference about channels of distribution.”

* k%

“ERW is most commonly traded; most distributors stock it and it is 15 to 20 percent cheaper in
price.”

* k%

“ERW and SAW pipes are produced in different mills. Some producers can produce both ERW
and SAW pipes. ERW and SAW are purchased from the producers by traders, gas transmission
companies, refineries, oil and gas companies, distributors/stockists, fabricators, and a variety of other
companies. Pipes can be supplied according to manufacturing standards such as APl or ASTM or can be
as per the end user’ s custom specifications. Traders source pipe from the mill for their customers and
handle negotiation issues, logistics, and claims for the purchaser. Customers may often buy directly from
amill aswell for large requirements. Distributors buy large quantities required by the mill as minimum
order quantities and break them up into smaller lots required by some end users.”

* k%

“No specific difference in distribution channels.”
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* k%

“All pipeis sold through stocking distributors for further distribution to fabricators, end users,
etc.”

* k%

“Same.”

Customer and producer perceptions

* k%

“Our customers assume ERW is aless expensive and more readily available product.”

* k%

“Depending on the market segment, the application and preference are different.”

* k%

“Customers perceive SAW to be superior to ERW, especially for critical applications.”

***

“Both DSAW and spiral-welded pipe are considered to have a more reliable weld seam than
ERW pipe due to the multiple-pass welding techniques used. Due to the potential for geometric variation,
longitudinally-welded DSAW pipeis considered to have greater reliability for assuring weld symmetry
and ability to track the weld to assure adequate nondestructive testing. DSAW pipe is made from discreet
plates which have greater potential for metallurgical transformations than coiled steel used for spiral-
welded and ERW pipe. Longitudinally-welded DSAW pipe is generally preferred for critical service
applications (i.e. offshore, sour gas service, low temperature service) where reliability is essential.”

* k%

“The main differences between the two products are the methods of manufacturing.”

* k%

“ERW isfor lower pressure, smaller diameter, or shallow water applications. DSAW isfor larger
diameter or deepwater pipelines.”

***

“No different.”

* k%

“Same as above.”

* k%

“Based on limited availability from manufacturers, SAW is marketed at a higher profit margin by
the distribution market.”

***

“Customers and producers perceive SAW as more reliable than ERW.”
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* k%

“DSAW has limited application and technically ERW < 24" outside diameter any less than the
0.625" wall, DSAW 24" and higher wall.”

* k%

“Customers know that ERW is cheaper than SAW. SAW is seen as stronger and is preferred in
applications such as sub-sea operations. Producers like ERW because it is much more efficient to
produce. They like SAW because it commands a higher price per ton and since outside diameters and
wall thicknesses are generally larger than with ERW, the total cost of a SAW pipeis significantly higher
than an ERW pipe. Both customers and producers realize that shipping costs are generaly higher for
SAW pipes dueto their larger outside diameters. They know that they are shipping alot of air inside the

pipe.”

“ERW is cheaper, however, it isless reliable in weld toughness.”

* k%

“DSAW is stronger and better suited for oil and gas pipelines, ERW is used more for gas
pipelines.”

* k%

“SAW manufactured pipes are stronger than ERW on diameters of 24" and above.”

Price

* k%

“ERW isless expensive than SAW.”

***

“ERW is cheaper.”

* k%

“ERW is generaly cheaper than SAW.”

* k%

“SAW tends to be higher priced than ERW.”

* k%

“Dueto the lower cost per ton of coiled steel as compared to discreet plate, the pricing of both
ERW and spiral-welded SAW pipeisless per ton than longitudinally-welded DSAW pipe of the same
diameter and wall thickness.”

* k%

“In general, the ERW manufacturing process is |ess expensive than the SAW/DSAW process, but
the majority of the cost of the final product is associated with either the hot-rolled coil, or plates. These
costs are variable depending on the demand of other associated products made by the hot-rolled coil or
plate manufacturers, thus the costs of the products vary aswell. For instance, typically, ERW islower in
cost than DSAW, but in past years there have been times when demand for hot-rolled coil was very high
and thus the cost of ERW line pipe was much closer, or surpassed that of SAW/DSAW.”
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* k%

“ERW isusualy 20 percent to 30 percent less expensive than DSAW.”

* k%

“ERW process, higher production rate with reduced production costs.”

* k%

“Competitive.”

* k%

“Generally the price of SAW is 10-15 percent higher than that of ERW.”

* k%

“24" x .750" API-5L/B: SAW $*** net ton, ERW $*** net ton.”

* k%

“X-52/X-56 24" DSAW price should be higher than ERW by U.S. $150-200 per metric ton.”

* k%

“Price depends on quantity, grade, outside diameter, wall, etc... i.e. DSAW = +$*** CIF port
U.S./net ton versus ERW=+$*** CIF port U.S./net ton.”

* k%

“The price level for ERW pipeis generaly lower than that of SAW due to production rates.
ERW can be produced at arelatively high speed while all SAW pipe forming methods are relatively time
consuming.”

* k%

“ERW may be about $100-300/metric ton cheaper than DSAW.”

* k%

“With respect to ***, ERW pricing is presently at *** delivered duty paid. DSAW pricing is
presently at *** delivered duty paid.”

* k%

“ERW pipes are cheaper, easier to produce than SAW. ERW comes from coiled plates of stedl.
SAW comes from flat plates.”

Compar ability of spiral-welded and longitudinally-welded certain welded lar ge diameter line pipe

The Commission requested importersto describe the differences and similarities between
spiral-welded and longitudinally-welded certain welded lar ge diameter line pipe with respect to the
following factors: characteristics and uses, interchangeability, manufacturing processes, channels
of distribution, customer and producer perceptions, and price. Their responses are asfollows:

Characteristics and uses

* k%

“The welding is straight in one and spira in the other one.”
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* k%

“Spiral is close to ERW, produced from coil, not too heavy in wall thickness. Longitudinally-
welded SAW ismorereliable (less weld).”

* k%

“Spiral-welded has typically been perceived to be inferior to SAW and ERW. Asof late, |
believe that spiral is gaining acceptability in the United States for onshore pipelines due to pricing
benefits as well as perceived quality improvements made recently.”

* k%

“Both longitudinally-welded and spiral-welded line pipe are manufactured to the requirements of
API specification 5L. Spiral-welded pipe is made from coiled steel whereas longitudinally-welded
DSAW pipe is made from single-length plates. Welding techniques for longitudinally-welded DSAW
pipe and for spiral-welded pipe are similar with both having full-penetration welds with filler metal added
during the welding process. Due to the limitations of plate length and/or pipe forming equipment,
longitudinally-welded DSAW pipeistypically supplied in 40-ft nominal lengths with longer lengths
being achieved by joining pipe sections by a circumferential weld. The length of spiral-welded pipeis
not limited by plate length or forming equipment, but rather by the length of the steel strip. Thereforeit is
not uncommon for spiral-welded pipe to be supplied in lengths up to 80-feet without the need for a
circumferential weld.”

*k%*
“Both products are utilized in large outside diameter pipelines for the transfer of either oil or
natural gas products from one location to the other.”

* k%

“Samefor oil and gas.”

* k%

“Identical.”

* k%

“Spiral weld, asthe name impliesis manufactured spirally versus longitudinal weld.
Longitudinal-SAW utilizes filler metal where spiral material does not. Longitudina weld isfor high
pressure, spiral isfor construction.”

* k%

“Depends on design and engineering company. Spiral maximum wall 1", DSAW can have any
wall. Onland DSAW, spira and long are used, offshore only longitudinal .”

* k%

“Both spiral and longitudinally-welded pipes can be used in the transmission of water, gas, ail,
dlurry, and other materials. In the past only L-SAW pipes would be used in gas transmission applications
and sub-sea applications, but spirally-welded pipe is becoming more acceptable due to its greater
availability.”

* k%

“Spiral-weld pipeistypically used in structural applications. However, spiral-weld pipeis
becoming popular in gas pipeline applications.”
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* k%

“Spiral-weld runs on the entire length of the pipe in aspiral form. Longitudinal-weld runs
straight, not spiral, through the length of the pipe.”

I nterchangeability

* k%

“Spirdl islessresistant, so it is not interchangeable.”

* k%

“Spiral is getting wider application in more severe conditions almost like longitudinal-SAW.”

* k%

“It seems that pipelines are allowing for interchangeability for spiral and SAW in large pipelines
that appear to be onshore.”

* k%

“Spiral-welded pipe is manufactured in the diameters of 26" (660 mm) and larger in wall
thicknesses from 0.250" (6.4 mm) through 0.750" (19.1 mm). DSAW pipe is manufactured in diameters
of 16" and larger in wall thicknesses from 0.312" (7.9 mm) through 1.5" (38 mm) athough some wall
thicknesses for some mills can exceed 2" (50 mm). Where overlap of products occurs there can be
interchangeability within those sizes. However, DSAW longitudinally-welded pipeis preferred over
spiral pipe and ERW for certain offshore applications and sour service requirements.”

* k%

“Depending on the manufacturing mill’ s capabilities, for many uses, the two products can be
considered interchangeable. Typically, the spiral-welded line pipe has awall thickness limitation which
islessthan that of DSAW, thus for certain applications spiral-welded line pipe is not suitable.”

* k%

“Same for oil and gas.”

* k%

“100 percent.”

* k%

“Both products can be used for structural applications.”

* k%

“Same overlap, different applications, not 100 percent interchangeability.”

* k%

“For most applications, either L-SAW or spiral pipe can be used. The defects that occur in spiral
pipes are similar to those in L-SAW pipe as they are both forms of SAW. In the past, dimensional
accuracy in spiral pipe was hot as good as L-SAW so issues such as roundness at the pipe ends arose
which can lead to fit-up issues. This caused companies to stray away from spiral pipe for applications
other than for water pipe. New manufacturing techniques have done alot to level the playing field and
now agood spiral mill can compete with L-SAW mills for quality and can produce pipes for high
pressure use such asin gas pipelines.”
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* k%

“Spiral-welded pipe and longitudinal-weld pipe are basically interchangeable. Some customers
feel that spiral-weld pipe has less weld seam toughness compared to longitudinal-weld pipe.”

* k%

HY%-H

Manufacturing processes

* k%

“Unable to evaluate.”

* k%

“Spiral: from coil. Longitudinal-SAW: from plate.”

* k%

“Spiral isformed and welded differently than SAW or ERW. Cail is usually the raw material of
choice and more weld is employed during production of spiral, creating more weld failurerisk asthereis
more weld per foot of pipe.”

* k%

“DSAW pipeis manufactured by forming single platesinto rounds. The opening is tack-welded
closed and then the final weld closure is made using submerged-arc welding methods. In thiswelding
method, at least one submerged arc welding pass is made on the inside of the pipe and at least one passis
made on the outside surface of the pipe. The metal from the outside pass fuses through the deposited tack
weld and into the metal deposited during the inside pass creating a full-penetration weld. For each pass,
multiple wires deposit filler metal which can be selected to enhance the mechanical properties of the weld
seam. The use of multiple weld passes creates redundancy in sealing the weld joint. Due to the use of
multiple arcs and multiple passes, the material thicknessis not limited by the welding process.

Spiral-welded pipe is made by passing coiled stedl strip through the roller-bending machinery
which wraps the strip to form a cylindrical pipe. In some spiral processes atack weld is applied and in
some processes the pipe proceeds immediately into the submerged are weld without the benefit of tack-
welding. Theweld seam is closed using SAW techniques similar to that used for DSAW pipe with at
least one submerged arc welding pass made on the inside of the pipe and at |east one pass made on the
outside surface of the pipe. The upper wall thickness limit for spiral-welded pipeis generaly limited to
0.750" (19.1 mm). Dueto potential for geometric variation in spira-welded pipe, care must be taken to
assure symmetry of the weld passes and ability to perform adequate inspections and tests on the helical

* k%

“The information in the questionnaire instruction document provides very detailed information
concerning the manufacturing processes.”

* k%

“ Assuming that these are both SAW processes the only difference isin the forming of the pipe.
With spiral weld the pipeisformed into atubular shape by spiraling it through a set of forming rolls and
the weld follows a spiral pattern around the pipe. Inthe longitudinal process the pipe isformed by the U
and O method or by running the skep through a set of calendering rolls after which the edges are welded
in one straight seam along the length of the pipe.”
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* k%

“Longitudinal needs more process, equipment, spiral has different manufacturing. Thetesting is
the same, hydrotest, UT, x-ray.”

* k%

“SAW pipe uses external weld metal in their welding process as well as a flux to keep out
impurities. Longitudinally-welded SAW pipe is made out of flat plates that are bent into a circular shape
to prepare them for welding. Most commonly this welding is done with atwo pass welding method; one
on the outside diameter of the pipe and one on the inside diameter. After the pipeiswelded it goes
through an expansion process in order to control the outside diameter of the pipe and its roundness.
Spirally-welded pipes allow large outside diameter pipe to be produced from narrower plates than L-SAW
pipes. Spira pipe can also be produced from coil. The plate/coil isrolled diagonally in a spiral fashion
and the weld seam is diagonal to the direction of the pipe. The seam iswelded both on the inside and the
outside of the pipe.”

* k%

“Spiral-weld pipeis produced from hot-rolled coil with ahelical seam. Longitudinal-weld pipeis
produced from plate with asingle longitudinal weld.”

* k%

“Same.”

Channels of distribution

* k%

“Unableto evaluate.”

***

“Depending on distributors, most handle both, some handle only a specific product.”

* k%

“Spiral seemsto be brought in for projects only. Distributors tend to stock ERW and/or SAW.
They rarely stock line pipein spiral.”

* k%

“For both longitudinally-welded and spiral-welded pipe, distribution can occur via shipments to
distribution companies or direct to end users. Distribution companies typically maintain inventory for
purchase of small quantities of pipe or in some cases distributors maintain stocking programs for end-
users. Shipments directly to end-users are usually project-related with the pipe manufactured both to AP
specifications aswell asto the proprietary standards of the particular end-user.”

* k%

“Typically, small amounts of “standard” line pipe are purchased from distributors out of their
stock. Large project or non-typical requirements are many times purchased direct from line pipe mills.”

* k%

“Same.”
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* k%

“Spiral-welded primarily is handled by distributors for piling and structural markets.
Longitudinal-welded to the oil and gas industry.”

* k%

“Spira does not have much of adistribution channel.”

***

“Spiral and L-SAW pipes are produced in different mills. Some producers can produce both
spiral and L-SAW pipes but thisis not very common. L-SAW pipes are purchased from the producers by
traders, gas transmission companies, refineries, oil and gas companies, distributors/stockists, fabricators,
and avariety of other companies. Spiral pipes are currently purchased for project work almost
exclusively. Thisismainly for onshore transmission projects. Both spiral and L-SAW pipes can be
supplied according to manufacturing standards such as API or ASTM or can be as per the end users
custom specifications for both types of pipe. Traders source pipe from the mill for their customers, and
handle negotiation issues, logistics, and claims for the purchaser. Customers may often buy directly from
amill aswell for large requirements. Generally distributors do not handle spiral pipesin their inventory
but they do stock large quantities of L-SAW pipes.”

* k%

“No specific differences in distribution channels.”

* k%

“Same.”

Customer and producer perceptions

* k%

“Unable to evaluate.”

* k%

“Depending on the market segment, the application and preference are different.”

* k%

“1 believe that customers perceive SAW to be superior to spiral. ERW seemsto be more
desirable in sizesin which spiral and ERW overlap.”

* k%

“Dueto the potential for geometric variation in spiral-welded pipe, longitudinally-welded DSAW
pipeis considered to have greater reliability for assuring weld symmetry and ability to track the weld to
assure adequate nondestructive testing. DSAW pipeis made from discreet plates which have greater
potential for metallurgical transformations than coiled steel used for spiral-welded pipe. Longitudinally-
welded DSAW pipeisgenerally preferred for critical service applications (i.e. offshore, sour gas service,
low temperature service, etc.) where reliability is essential.”

* k%

“The main differences between the products are the manufacturing processes.”
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* k%

“Longitudinally is more commonly accepted.”

* k%

“No different.”

* k%

“Spiral-welded is ordered as per requirements.”

* k%

“Customer perception isthat L-SAW pipeis of better quality than spiral pipe. Historically spira
pipes were seen as only used for water transmission while currently both L-SAW and spiral pipes are
used to transport other materialsincluding gas. Customers that use pipe for piling have a greater fear that
spiral pipewill break at the weld seam when it is driven as opposed to L-SAW. L-SAW pipeisused for
subsea applications while spiral isnot. Producers contend that standards such as API 5L are the same for
spiral and L-SAW, so they are equivalent substitutes for one another.”

***

“Spiral-weld pipe is cheaper and the weld toughnessislessreliable.”

* k%

“Same.”

Price

* k%

“Spiral is cheaper.”

* k%

“Spiral is generally cheaper than longitudinal SAW.”

* k%

“Spiral seems to be cheaper than SAW. Spiral seemsto be comparably priced to ERW on
overlapping sizes.”

* k%

“Dueto the lower cost per ton of coiled steel as compared to plate, the pricing of spiral-welded
pipeisless per ton than longitudinally welded DSAW pipe of comparable diameter and wall thickness.”

***

“Dueto its usage of coil and quicker manufacturing process, typically spiral-welded line pipeis
lower in cost than DSAW line pipe which uses plate.”

* k%

“Spiral produced from coil, limitations on wall thickness; longitudinal produced from plate,
availablein heavier walls, spiral production costs dlightly less.”

* k%

“Competitive.”
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* k%

“Spiral-weld is 20-22 percent cheaper (it is due to raw material, coil versus plate).”

* k%

“Spiral pipestend to be less expensive than L-SAW pipes. Thisis dueto their higher rate of
production.”

* k%

“Spira-weld pipe is approximately $100-200/metric ton cheaper than longitudinal weld pipe.”

***

“Same.”
U.S. PURCHASERS COMMENTSREGARDING COMPARABILITY
Compar ability of ERW and SAW (including spiral-welded) certain welded large diameter line pipe

The Commission requested purchasersto describe the differences and similarities between
ERW and SAW certain welded lar ge diameter line pipe with respect to the following factors:
characteristics and uses, inter changeability, per ceived differences, and price. Their responsesare
asfollows:

Characteristics and uses

* k%

“ERW pipeisformed from hot-rolled coil and longitudinal seam SAW (L-SAW) pipe is made
using rolled plate. The mgjor difference between longitudinal seam ERW and SAW pipeisthe welding
process. The longitudinal seam in ERW pipe is made without the addition of filler metal using an electric
resistance welding process to heat the edges to be welded and mechanically pressing the heated edges
together to form the seam. The seam in SAW (submerged arc welded) pipe is formed with the addition of
filler metal by arc welding to melt electrodes under a blanket of flux with at least one pass on the inside
and at least one pass on the outside of the pipe. Longitudina seam ERW pipeis typically manufactured
in diameters 24" O.D. and smaller. Thereisone mill, in Mexico, which may be capable of making larger
diameter ERW; but we are not aware of it having been made commercially. There are two millsin Japan
that can make 26" O.D. ERW pipe. Thelargest diameter ERW made by millsin North Americais 24”.
In comparison longitudinal seam SAW pipe can be manufactured in sizes 16” to 64" O.D.. Thelargest
diameter longitudinal seam SAW pipe made in North Americais 48”. Typicaly longitudinal scam SAW
pipe is made in diameters larger than 24" because it cannot compete with ERW in sizes 24” and lower.
The maximum wall thickness for ERW pipe ranges from 0.500” to 0.750” compared with maximum wall
thickness of 1.0” to 1.750" for longitudinal seam SAW. Longitudinal seam ERW pipe joints can be
furnished in forty foot lengths, sixty foot lengths or eighty foot lengths compared with forty foot lengths
for longitudinal seam SAW pipe made in the USA. Some overseas mills can make sixty foot, straight
seam, SAW pipe. Both ERW and SAW pipe can be made in grades B through X-80. The end uses for
both longitudinal seam products are similar.

Spiral (helical) seam SAW (HSAW) pipeisformed from hot rolled coil or from plate welded end
to end (one mill). Thestrip ishelically formed with mill equipment and submerged arc welded along the
helix to make the pipe. Helical (spiral) seam pipe can be made in diameters of 16” to 80" and is usually
made in sizes greater than 24”. It istypically made in diameters larger than 24" because it cannot
compete with ERW pipein sizes 24" and smaller. Spiral seam pipe can be furnished in forty, sixty or
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eighty foot lengths and this is an advantage when compared with longitudinal seam SAW. Also the price
of the helical seam pipe can be somewhat |ower than the same size and grade of straight seam SAW

pipe.”

“ERW ismadein sizesup to 24" O.D. Generaly speaking, it islower cost than SAW or SMLS.
Thisis due to the single step process of manufacture through several stationary sets of rollers that take flat
skelp and gradually bend it into an oval for welding into pipe.

ERW can be made in lengths up to 80+ feet long. It islimited by wall thickness requirements
above approximately 1 inch (rollers will not handle large wall thicknesses). No other limitation is known.

SAW pipeismadein all sizesfrom 16" to 60" (although not usually below 24" unless the wall
thickness requirement exceeds 1”). SAW pipeis generally made in length up to 42 feet long. Double
jointing is required for longer lengths. Thisis generally the most expensive commercial pipe. The three
step process (edge crimp, v-crimp, and U-ing) to bring plate to an oval for welding requires larger capital
investment than ERW and also requires more energy.

SAW pipe can be with greater wall thicknesses but even this hasits limitations. Heavier wall
thickness are made from thick plate rolled into halves of acircle and then welded into pipe called Double
Seam SAW pipe (Thisisthe same process used for vessel manufacture). No other limitations are known.

Spiral-weld SAW pipeisgenerally priced between ERW and SAW pipe. Thisis due to the one
step process to manufacture much like ERW. Spiral-weld SAW pipe can be made in length up to 81 feet
long. There arerestrictions on wall thicknesses for various diameters (generally this will occur around 1”
to 1 ¥4 wall thicknesses. Only known limitation isin field bending, which according to CRC Evansis
limited to 75 percent of what the same wall thickness and diameter of SAW pipe can be bent.”

* k%

“For our usein *** there the only difference in end uses for our company is that we currently
only use L-SAW or HFI type pipe for deep water pipelines. Asfar as physical characteristics, the
differences are: - The type of weld (non-filler metal for ERW and HFI; filler metal for HSAW and L-
SAW). - Diameter range: ERW only goes up to 24" O.D. max. L-SAW goes from about 20" to 48".
HSAW starts at about 16" and can range up to and larger than 60". - ERW is faster (per linear foot) to
produce than HSAW or L-SAW. The similarities are: - Both ERW and HSAW are made using steel coils
as adtarting material. L-SAW is generally made using steel plate as a starting material. - ERW and
HSAW can be made in roughly the same wall thickness and grades. HSAW can be made in dightly
thicker wall thicknesses than ERW. L-SAW can be made in much thicker wall thickness than either
ERW or HSAW. - In general, both ERW and HSAW are less expensive than similar sizes of L-SAW.”

* k%

“*x* typically uses ERW pipe for projects sized for diameters 24-inch and smaller. Most DSAW
pipe mill production size range starts at 24-inch and commonly ends at 48-inch with some mills having
capabilities to manufacture up to 60-inch. Typically larger diameter natural gas pipelines max out at 48-
inch. The biggest difference between the two is the method of manufacture, ERW using coil and DSAW
using plate. In the case of *** both are used for natural gas service.”
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* k%

“In either process, Electric-Resistance Welding (ERW) or Submerged-Arc Welding (SAW), flat
plates known as skelp are bent and formed into tubes whose edges are welded together to form pipe. In
the ERW pracess, the edges to be welded are mechanically pressed together and the heat for welding is
generated either by resistance to the flow of electric current through the pipe material, or more commonly,
by high frequency induction heating (HFI). Filler metal is not used in the ERW/HFI process. ERW/HFI
produces alongitudinal seam weld.”

The SAW process produces coal escence of metals by heating them with an arc between bare
metal consumable electrodes and the edges to be welded. The eectrodes are not in actual contact with the
pipe. The current passes through one electrode through a granular flux and across the gap between the
pipe edges to the second electrode. Pressureis not used, and part or all of the filler metal is obtained from
the electrodes. SAW can be used to produce either longitudinal or helical seam welds. Helical seam SAW
pipeis also known as spiral-welded pipe.

Either manufacturing process may be used to produce pipe that meets common specifications
such as API 5L Specification for Line Pipe. For diameters above 36", double seam welded pipe, with two
longitudinal seams generated by the SAW process and separated by 180°, may be used as an alternative.”

* k%

“Differencesin DSAW and ERW: ERW pipeisgenerally 24" and smaller in O.D.. DSAW is
generally larger than 24” O.D.. Double Submerged Arc Welded (DSAW) steel pipeisavailablein
straight and spiral-welded formats and used in a variety of applications. The submerged welding process
protects the steel from contamination of impuritiesin the air. Both inside and outside welds are
performed.

DSAW pipe can be specified in very large diameter and to exact inside or outside dimensions.
Spiral-welded steel pipe is distinguished by the manufacturing process that resultsin a spiral DSAW seam
the length of the pipeto lengths of 155 feet.

The most popular process for large diameter pipe uses alongitudina seam weld. Double
submerged arc welded (DSAW) pipe iswelded pipe whose longitudinal butt joint iswelded in at least two
passes, one of which is on the inside of the pipe; the welds are made by heating with an electric arc
between the bare metal electrode. Pressureisnot used. Filler metal for the weldsis obtained from the
electrodes. For diameters above 36 inches, double seam welded pipe is specified as an alternative in API
5L. Thishastwo longitudinal seams 180° apart, formed by the SAW process. Finished pipes are
normally 40 feet (12 m) and occasionally 60 feet (18 m) long, depending on the capacity of the pipe mill
and the ease of transport to the pipeline.

Similaritiesin DSAW and ERW: Both welding processes are acceptable to ***,
Differencesin SSAW and ERW: SAW - Submerged Arc Welded

This processis used for pipes from 24" to 36". Flat plateisfirst pressed into U and later O shape.
The O shapeis placed in an automatic welder and backed up on the inside by awater cooled copper shoe.
Two electrodes in close proximity are used. The electrodes are not in actual contact with the pipe. The
current passes from on electrode through a granular flux and across the gap in the pipe to the second
electrode. The high temperature of the arc heats the edges of the plate, awelding rod placed just over the
seam is thereby melted and metal is deposited in the groove. After the outside weld has been made, the
pipeis conveyed to an inside welder where a similar operation is carried on, except that no backup shoeis
need.

ERW - Originally this type of pipe, which contains a solid phase butt weld, was produced using
resistance heating to make the longitudinal weld (ERW), but most pipe mills now use high frequency
induction heating (HFI) for better control and consistency. However, the product is still often referred to
as ERW pipe, even though the weld may have been produced by the HFI process.
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The defects that can occur in ERW/HFI pipe are those associated with strip production, such as
laminations and defects at the narrow weld line. Lack of fusion due to insufficient heat and pressure is
the principal defect, although hook cracks can also form due to realignment of non metallic inclusions at
the weld interface. Because the weld line is not visible after trimming, and the nature of the solid phase
welding process, considerable lengths of weld with poor fusion can be produced if the welding
parameters fall outside the set limits. In addition, early ERW pipe was subject to pressure reversals, a
problem that resultsin failure in service at alower stress than that seen in the pre-service pressure test.
This problem is caused by crack growth during the pressure test hold period, which in the case of early
ERW pipe was due to a combination of low weld line toughness and lack of fusion defects.
Similaritiesin DSAW and S-SAW: Both use the submerged arc welding process.”

* k%

“SAW pipe iswelded pipe whose longitudinal butt joint iswelded in at least two passes, one of
which is on the inside of the pipe; the welds are made by heating with an electric arc between the bare
metal electrode. Pressure is not used. Filler metal for the welds is obtained from the el ectrodes.

ERW Electric Resistance Welded (ERW) and High Frequency Induction (HFI) Welded Pipe
contains a solid phase butt weld, produced by using resistance heating to make the longitudinal weld
(ERW), but most pipe mills now use high frequency induction heating (HFI) for better control and
consistency. End use is the same.”

* k%

“ERW pipeis produced from steel coils that are processed through rollers to make a tube that is
high frequency fused to form the weld. SAW pipeis produced from steel plate that isformed into tubes.
The edges of the plate are welded using filler metal. It isamuch slower process. ERW miills have a
smaller size range than SAW mills, usually 24" and below for ERW and 20" and above for SAW. End use
applications are similar between the two, mainly the transmission of fluids or gas.”

* k%

“Historicaly, the pipeline industry has regarded seamless (SMLS) and DSAW (longitudinal
seam) pipeto bein atier above ERW pipe. There are numerous examplesin design and repair standards
where DSAW longitudinal seams are treated as if they were pipe base metal and ERW longitudinal seams
are treated with some restrictions.

*** has normally purchased DSAW (longitudinal seam) pipein the sizesin which it was
available. When the Napa Pipe mill wasin operation, sizes 16" and larger DSAW pipe were readily
available. After Napa Pipe closed, we needed to move *** from DSAW to ERW. More recently we
needed to move *** from DSAW to ERW, due to the lack of readily available *** DSAW pipe. We have
seen ageneral trend in recent years for DSAW pipe mills to increase the minimum size they are willing to
make. Thismay partially be aresponse to the current high demand for line pipe, where they have more
orders than they can fill. The assumption being that the larger the diameter, the higher the profit, so why
make smaller diameter pipeif you don't need to.”

* k%

“Usually sizes 24" and below are more cost competitive to utilize ERW manufactured pipe than
SAW line pipe.”

* k%

“Similarities: both types of pipe are used in natural gas transmission service; safety regulations
(CFR 149 part 192) treat them the same from a design/pressure rating perspective, in genera installation
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techniques and contractor skills are similar, both use the same steel for pipe making: ERW and SAW are
included as acceptable processes of manufacture for line pipe produced under API Specification 5L."

* k%

“Both ERW and SAW pipe offer acceptable roundness, weld-ability, bend-ability and hoop
strength for natural gas transmission service.”

*k*%*

“Seam weld of ERW and SAW performed by vastly different process. ERW and Spiral SAW
pipe is manufactured from steel coils while L-SAW pipe is manufactured from steel plate. Pipe diameter
between ERW and SAW differs- ERW pipeis generally smaller outside diameter (2" thru 26"), SAW
pipeisgenerally larger outside diameter (16" thru 60" or larger). Pipe wall thickness share similar
characteristics as pipe diameter. ERW and Spiral SAW can be produced to 80 ft lengths (pipe mill
dependent) while Long Seam SAW isrestricted to 40 ft length (plate length). Usesfor ERW and SAW
could be very similar - just limited by size. Some very specific requirements might preference the
selection of one over the other.”

I nterchangeability

* k%

“Where the diameters, wall thicknesses and grades are the same, longitudinal-seam ERW and
SAW can be used interchangeably. Likewise the spiral (helical) seam pipe can be used interchangeably
with longitudinal seam ERW and SAW pipe.”

* k%

“For onshore and shallow water uses, the only difference in interchangeability hasto do with the
diameter and wall thickness characteristics outlined above.”

* k%

“From *** standpoint ERW and DSAW are interchangeable in al onshore non-compressor
station natural gas applications. *** has specifications that address non-compressor and compressor
station applications. The major driver for ERW use with *** isthe size limitation of 24-inch. In past
years*** routinely installed 26-inch diameter ERW line pipe on capital projects. Thereisno production
currently in the United States for 26-inch ERW. All 26-inch ERW pipe used in the past was purchased
internationally. *** would install ERW in sizes above 24-inch if there was arequired application. ***.”

* k%

“Interchangeability of the two products is dependent on the end-use application, and is subject to
the design criteria and inspection/testing reguirements of the applicable design code.”

* k%

“*** gees no issue with interchangeability in the end use with the exception of the pipe size
availability between ERW and DSAW/SSAW. As stated before, ERW is generally not available above
24" in diameter.”

* k%

“The two types are interchangeabl e in the size range they share.”
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* k%

“Interchangeability is restricted by the available size of each process (see above). Similar
applications apply to both processes.”

* k%

“Examples where *** currently applies limits to ERW pipe, compared to DSAW and
SMLS pipe: Limits the maximum test pressure for ERW pipe to 95 percent of SMLS. The maximum test
pressure for DSAW and SMLS pipeis 100 percent of SMLS. Recommends that ERW pipe not to be
installed using the Horizontal Directional Drilling (HDD) method, especially when the installed pipe will
be deep and/or inaccessible (river crossings, etc). We use DSAW or SMLS pipe when they are available.
Allows corrosion on DSAW seams to be evaluated and repaired following the same rules as those
applicable to corrosion on pipe base metal. Not so with ERW pipe. Does not allow ERW pipe to be used
on bridges. We use SMLS or DSAW pipe. Does not normally allow ERW pipe to be used in stations,
preferring to use SMLS pipe when available and DSAW pipe when SMLS pipe is not available.”

* k%

“*x* ytilizes ERW and SAW for subject line pipe gas transmission interchangeably.”

* k%

“In natural gas transmission service both ERW and SAW pipe can be satisfactorily used - the
selection of which process may be based on such factors as size (diameter, wall thickness), availability
from pipe mills, and price.”

* k%

“Items with the same, O.D., wall, and grade could be interchangeable under the same conditions,
but you’ ve got to understand that cost differential isthe driver. On ERW products the maximum O.D.
and wall limits are less than SAW and Spiral-weld.”

* k%

“Both types of pipe are suitable for usein natural gas transmission.”

* k%

“Interchangeability would be determined by the use, which in turn would be controlled by the
pipe diameter.”

Perceived differences

* k%

“Until recently HSAW was not marketed in the U.S. for gas pipeline use as no U.S. mills made
HSAW for gas pipeline use. |PSCO in Canada made HSAW but was usually booked with domestic
Canadian business. - The use of HSAW isfairly new to domestic gas pipeline end users due mostly to the
fact that in these size ranges L SAW was the only domestic choice available. There are currently more
domestic suppliers of ERW and LSAW than of HSAW.”

* k%

“The only differences from a sales and marketing standard point would be current mill space
availability, production speed, and cost. ERW currently having the advantage over DSAW in all
categories listed.”
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* k%

“ERW istypically used for small to medium size pipe ranging in outer diameter from 2 inchesto
24 inches. End-use applications that require larger diameter pipe (up to 60 inches) utilize SAW.”

* k%

“No perceived differencesin sales or marketing practices. The ERW pipe had issues in the past
with QA/QC. | believeit is pre-1973 ERW pipe that wasin question. Therefore, the ERW pipeisaways
associated with this problem. | believe most of the industry now accepts the ERW pipe.”

* k%

“None.” ***
“The manufacturing process of SAW is slower, resulting in higher costs per ton. There are fewer
manufacturers of SAW which offers opportunities for higher margins.”

“Larger diameter DSAW pipe (especially in large quantities) is typically purchased by reserving
mill space for a project, whereas ERW pipeistypically purchased by distributors who aggregate orders
from end users.”

* k%

“We do not perceive any sales or marketing differences between the two manufacturing
techniques.”

* k%

“Differencesin the two products are due to different processes of manufacture, pipe mill location,
costs, quality of product from the mill, ability of the mill to meet pipe purchaser's specifications.”

* k%

“ERW is perceived to be better suited for lower pressure applications than SAW. SAW isonly
available and preferred for large diameter applications.”

* k%

“The only difference for sales/marketing practicesis an end user's application requirement.”

Price

* k%

“Dueto the differences in size ranges between ERW and HSAW or L-SAW it is hard to compare
prices. We normally bid anything 24" and smaller to ERW mills. Anything larger than 24" to HSAW
and L-SAW mills. We do not have along history of this but it appears that HSAW is slightly less
expensive than L-SAW. ERW and HSAW are made from coil which isless expensive per ton than plate
which isused for L-SAW.”

* k%

“Thereis generally a cost difference equaling several hundred dollars per ton between ERW and
DSAW, ERW being the cheaper of the two. Price exampleswould be from a distributor standpoint for
24-inch ERW vs. 24-inch DSAW and that comparison would be skewed. Generally on ERW vs. DSAW
for mill order the price differenceis aminimum of several hundred dollars per ton. Typically the only
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overlap size for ERW and DSAW is 24-inch. There are afew DSAW mills that manufacture diametersin
sizes under 24-inch, but that is more the exception than the rule.”

* k%

“SAW pipe pricing istypically 10 - 15 percent higher than ERW. In the first quarter of thisyear,
SAW line pipe was quoted at $*** per ton and ERW line pipe was quoted at $*** per ton.”

* k%

“All things being equal, ERW is usually around 5 percent more expensive than DSAW on a per
ton basis.”

* k%

“ERW pipeisinherently less expensive due to the raw material and the process — Current price:
SAW $***/Ton ERW $***/ton.”

* k%

“Thereisvery little dimensional overlap between ERW and SAW. Pricing examples| could
offer for recent purchases are:
24" .375W API-5L Gr B ERW at $*** per ton
30" .375W API-5L Gr B SAW at $*** per ton.”

***

“*** has not performed any recent analyses comparing the costs of ERW and DSAW pipe.”

* k%

“ERW has manufacturing efficiencies that generally tranglate to lower costs for the end user. The
average price advantage of ERW over DSAW for the period 2001 through 2006 for 16" — 26" was $***
per pound.”

* k%

“The general trend isthat ERW isless costly than SAW.”

* k%

“Traditionally the pricing for SAW and spiral-weld pipe is higher than ERW due to the extra
processing. The pricing of the pipe is based on total tons required, size, wall, grade, requirement time,
and market conditions.”

* k%

“ERW istypically priced less per ton than SAW.”

* k%

“The production of steel coil is cheaper than the production of steel plate. Current estimated
price for bare ERW pipe at the mill is $***/ton, while SAW pipeis currently estimated to be $***/ton.”
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Compar ability of spiral-welded and longitudinally-welded certain welded lar ge diameter line pipe

The Commission requested purchasersto describe the differences and similarities between
spiral-welded and longitudinally-welded certain welded large diameter line pipe with respect to the
following factors: characteristics and uses, interchangeability, per ceived differences, and price.
Their responses are asfollows:

Characteristics and uses

* k%

“For our usein *** there the only difference in end uses for our company is that we currently
only use L-SAW or HFI type pipe for deep water pipelines. Asfar as physical characteristics,
SIMILARITIES - Both used for our useswhich is pipe for cross-country gas transmission pipelines. -
Both have afiller metal weld (Submerged Arc Welded ***). - Both have asimilar O.D. sizerange: L-
SAW - 24" t0 48" and HSAW - 24" to 60". DIFFERENCES - HSAW is per foot less expensive sinceit is
made from coil, where L-SAW is made from plate. - L-SAW can be supplied in thicker wall thicknesses. -
HSAW has faster production speeds than L-SAW - HSAW is more commonly accepted in the rest of the
world than in the U.S.. HSAW for API Line pipeisrelatively new to U.S. pipelines.”

* k%

“*** has no experience with the installation of spiral weld pipe for any of our natural gas pipeline
projects. For anumber of years*** has had one mill approved, projects bid, but no purchases made.
Several more spiral weld mills have been audited and added to our approved manufactures list in the past
year. A *** purchase has been made since these approvals were finalized. That purchase was made from

*kx "

* k%

“Longitudinally-welded SAW pipe (pipe manufactured with aweld) isatubular product made
out of flat plates, known as skelp, that are formed, bent and prepared for welding. The most popular
process for large diameter pipe uses alongitudinal seam weld. Double submerged arc welded (DSAW)
pipe is welded pipe whose longitudinal butt joint iswelded in at |east two passes, one of which ison the
inside of the pipe; the welds are made by heating with an electric arc between the bare metal electrode.
Pressureisnot used. Filler metal for the weldsis obtained from the electrodes.

Spiral-welded Pipe- As an aternative process, spiral-weld construction allows large diameter pipe
to be produced from narrower plates or skelp. The defects that occur in spiral-welded pipe are mainly
those associated with the SAW weld, and are similar in nature to those for longitudinally welded SAW
pipe. An additional problem with early spiral-welded pipe was poor dimensional accuracy, particularly
out of roundness at the pipe ends. Thisled to problems of poor fit-up during field girth welding. Spiral
line pipe gained a poor reputation in some companies as aresult of these early experiences, and it was
considered suitable only for low pressure applications such as water pipe. However, modern spiral line
pipe from a premium quality supplier is of aquality equivalent to straight seam welded pipe, and it has
been used extensively in Canada and Europe for high pressure gas pipelinesin grades up to APl X-70.”

* k%

“Spiral-welded pipe, until recently has been considered for less critical applications than
longitudinally welded pipe, due to the additional welding area compared to straight seam pipe. Spiral-
weld has been used for low pressure water lines or piling that is used as wall supports for concrete
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construction projects. Longitudinally welded pipe has been used for higher pressures and more critical
applications. Recent technological advances and availability of straight seam pipe have made spiral-weld
pipe more acceptable to end users.”

* k%

“Manufacturing process between Spiral-welded and Longitudinally welded pipeis different.
Spiral pipeis produced from a coil of sted while longitudinally welded pipe is produced from a piece of
steel plate. The welding process (SAW) isthe same, but the application (the means) between thetwo is
very different. Spiral pipe spinswhileit is being welded where as the longitudinal-welded pipe moves
under the weld head in a straight line. Spiral-welded pipe can be produced up to 80 ft lengths while
longitudinally-welded pipe is restricted to 40 ft lengths.”

I nterchangeability

* k%

“For onshore and shallow water uses, the only difference in interchangeability hasto do with the
diameter and wall thickness characteristics outlined above.”

* k%
“Asfar as*** isconcerned spiral weld pipe would be interchangeable with DSAW in dll

applications. API recognizes spiral weld asa DSAW process with aspiral weld. Offshore would
probably be the only application that *** would not consider spiral weld pipe.”

* k%

“The two types are interchangeable although L-SAW is preferred for fabrication and bending.”

* k%

“Except for pipe that requires induction bending, spiral and longitudinal seam pipe are
interchangeable.

* k%

“Application use for both would be similar.”

Perceived differences

* k%

“Until recently HSAW was not marketed in the U.S. for gas pipeline use as no U.S. mills made
HSAW for gas pipeline use. |PSCO in Canada made HSAW but was usually booked with domestic
Canadian business. The use of HSAW isfairly new to domestic gas pipeline end users due mostly to the
fact that in these size ranges L-SAW was the only domestic choice available. There are currently more
domestic suppliers of L-SAW than of HSAW.”

* k%

“The perceived differences or advantages of spiral over DSAW from a sales and marketing
standpoint would be availability of coil vs. plate, availahility of longer joint lengths during production
which eliminates double jointing and associated costs, and a larger size range for producing mills. Most
spiral weld mills have heavy wall thickness and high yield strength capabilities.”
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* k%

“None.”

* k%

“We do not perceive any sales or marketing differences between the two manufacturing
techniques.”

Price

* k%

“We normally bid anything 24" and smaller to ERW mills. Anything larger than 24" to HSAW
and L-SAW mills. We do not have along history of this but it appears that HSAW is dlightly less
expensive than L-SAW. HSAW are made from coil which is less expensive per ton than plate which is
used for L-SAW.”

* k%

“*** golicited bids for amajor capital expansion project in 2006 for pipe deliveriesin 2007. Both
DSAW and spiral weld mills were requested to bid for this*** ton requirement. The price per ton was
comparable for 30-inch, but there was aleast a $*** per ton difference for the 36-inch spiral weld over
DSAW”

***

“Since spirally-welded pipe uses a coil instead of a plate as the base material it isinherently less
expensive to produce.”
“L-SAW- $***/ton S-SAW - $***/ton.”

* k%

“ At times the spiral manufactured pipe has manufacturing automation efficiencies requiring less
manpower that may translate to alower final cost to ***. Spiral manufactured pipe may also trandate to
alower cost because coil isthe raw material for multiple manufacturing processes, whereas the X-grade
steel plate has a specific line pipe application. Thus steel mills may find that they would make a better
return on investment to manufacture steel plate for applications such as ship building unless the price of
X-grade plate isincreased, or mills may only be allocated a certain amount of X-grade plate.”
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APPENDIX F

ADDITIONAL U.S. PRODUCER SHIPMENT DATA






Table F-1
CWLDLP: U.S. shipments of ERW line pipe by grade, size, and wall thickness, 2001-06

* * * * * * *

Table F-2
CWLDLP: U.S. shipments of SAW line pipe by grade, size, and wall thickness, 2001-06

* * * * * * *
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APPENDIX G

ADDITIONAL FOREIGN INDUSTRY DATA






Table G-1
ERW LDLP: Data for producers in Japan, 2001-06, January-June 2006, January-June 2007, and
projected 2007-08

Table G-2
SAW LDLP: Data for producers in Japan, 2001-06, January-June 2006, January-June 2007, and
projected 2007-08

Table G-3
ERW LDLP: Japan’s shipments of ERW line pipe by size, grade, and wall thickness, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *
Table G-4

SAW LDLP: Japan’s shipments of SAW line pipe by size, grade, and wall thickness, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *

Table G-5
ERW LDLP: Data for producers in Mexico, 2001-06, January-June 2006, January-June 2007, and
projected 2007-08

Table G-6
SAW LDLP: Data for producers in Mexico, 2001-06, January-June 2006, January-June 2007, and
projected 2007-08

Table G-7
ERW LDLP: Mexico’s shipments of ERW line pipe by size, grade, and wall thickness, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *

Table G-8
SAW LDLP: Mexico’s shipments of SAW line pipe by size, grade, and wall thickness, 2001-06,
January-June 2006, and January-June 2007

* * * * * * *
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