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L SUMMARY

After neatly twelve years, the Commission should revoke the antidumping oréer on steel
wire rod from Mexico. Mexican imports should be decumulated based on significant differences
in product mix, capacity, and market presence, among other factors. Deacero, a new entrant fo
the U.S. wire rod market in the current period of review (2008-2013) (“POR”), is now the
[ ] Mexican supplier. Deacero’s sales of 4.75 mm wire rod to the U.S. market in the
POR provide affirmative evidence that revocation of the order on Mexico would not be likely to
result in material harm.

The crux of Petitioners’ case is that the subject industries have “massive idle capacity”
and that the U.S. market is more attractive than their existing markets. Neither claim holds true

for Mexico: The Mexican industry operates at a high capacity utilization rate, and the prices in
Mexico’s third-country export markets exceed U.S. prices. These distinctions also support
decumulation of Mexico.

Petitioners also stress that Deacero’s sales of 4.75 demonstrate its interest in the U.S.
market. But the standard is whether revocation would be likely to cause material injury — not
whether subiect producers are interested in the U.S. market. Contrary to Petitioners’ assertions,
Deacero’s sales of 4.75 support a negative determination for Mexico. From 2009-2011 - a
period Petitioners describe as one of “recovery” and improvement for the domestic industry —
Deaccro supplied 4.75 to the U.S. market without any constraint from an order and without any
adverse impact on the U.S. industry. We're not talking about a “pinky” here (as Mr. Rosenthal
suggested at the hearing): 4.75 is a substitute for the main size (5.5 mm) used in the industrial
quality segment of the market where imports are concentrated. Thus, Deacero’s sales of 4.75 in
the POR are representative of its behavior and impact if the order were revoked, and constitute

..affirmative evidence that revocation would be unlikely.to materially harm the U.S. industry... ... :
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IL MEXICO DOES NOT HAVE “MASSIVE EXCESS CAPACITY

Petitioners “sum up the crux of {their} case in just three words, massive idle capacity.”
Their calculation for Mexico, however, is grossly overstated.

Petitioners’ claim is not based on data from the Staff Report. Rather, Petitioners more
than | ] the Mexican capacity data gathered by the Commission by including | ]
figures for four alleged non-responding producers. Based on the [ 1 report, these four non-
responding Mexican producers have a total wire rod capacity of [ i tons* None of
these firms produces wire rod. Aceros Nacionales (*ANSA™) was acquired by Deacero in
January 1999, and its productive assets were serapped.” In fact, ANSA has [ 1.}
Siderurgica Tultitlan (“Sidertul”) was acquired by Gerdau in 2007, and only makes rebar.”
Gerdau did not report any related producers in Mexico.! Camesa produces wire and wire rope —
not wire rod.” In fact, Deacero supplies wire rod to Camesa.t Lastly, Altos Homos de Mexico
(“AFIMSA™) does not identify itself as a wire rod producer on its website 2

The responding producers — Deacero, ArcgiorMittai Las Truchas, and Ternium — account
for [ 1% of Mexico’s wire rod production in 2013, and thus accurately represent the Mexican
industry.'® The reported data for these producers show that the industry’s capacity utilization

rate was high, averaging 92% during the POR, and was 98% in 2011 and 2012." Even in 2013,

"Tr. at 15 {Cannon).
? Kelley Drye Prehearing Br. at Exhibit 1C.
* Exhibit 1 (ANSA materials).
* Exhibit I (ANSA materials).
3 Exhibit 2 {(Sidertul materials).
¢ See PR at 1-43; 1.8. Producer Questionnaire Respense of Gerdau Ameristee! at I-7.
7 Exhibit 3 (Camesa materials); see also [
1.

# Exhibit 4 (Deacero’s home-market customer list for wire rod). .

® See Deacero’s Prehearing Br. at Exhibit 1.

19 rhe interested parties identified two other Mexican producers — Aceros San Luis and Talleres y Aceros - but both
account for only | 1% of Mexico’s total production of wire rod, and thus are insignificant. PR at IV-36; CR at iV-

37. See also Deacero’s Prehearing Br. at 7 n.15 & Exhibit 1. |
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when home-market demand temporarily fell, the Mexican industry’s unused capacity was a
fraction ([ 1%) of the figure concocted by Petitioners,”> Their claim of “massive excess
capacity” for Mexico is false.

.  MEXICO SHOULD BE DECUMULATED
A. Conditions of Competition Would Differ for Imports of Mexican Wire Rod

The Mexican industry is distinet from the other subject countries based on its product mix
(i.e., 4.75 mm wire rod); high capacity utilization; continued presence in the U.S. market; and
proximity to the U.S. In light of these significant differences, Mexico should be decumulated.

1. Only the Mexican industry supplies 4.75 mm wire rod

Deacero did not ship wire rod to the U.S. market before 2008, but has since emerged as
the [ ] supplier — accounting for roughly [ 1% of imports during the POR." Nearly all
Deacero shipments consisted of 4.75 mm wire rod — a diameter that offers wire drawers
significant benefits over 5.5 mm wire rod, the most common size sold in the U.S. market.!! As
discussed in response to Commissioner Question #5, using 4.75 enables wire rod users: (1) to
reduce costs by eliminating additional processing and production equipment; (2) to manufacture
products that they could not make using e?cisting production equipment; and (3) to improve the
quality of their products. These benefits were discussed in the hearing testimony of Charles
Spittler (Cavert Wire) and Bill Heileg (G3 Steel), as well as in the twelve statements from
purchasers provided in Exhibit 5.

U.S. producers do not make 4.75. They explained at the hearing that 4.75 is “much more

expensive to produce” than 5.5 — akin to the difference between a “Mercedes-Benz” and a

2 See PR at Table IV-17 (showing unused capacity of 412,708 short tons in 2013); Kelley Drye Prehearing Br. at
Exhibit 1A (claiming unused capacity of | ] short tons in 2G13).
" See Deacero’s Prehearing Br. at Ex. 2.

" Tr. at 146-147 (Heileg), 149-150 (Spittier}. See also Tr. at 69 (Kerkvliet) (“5.5 is the majority diameter within the

“idusty market oF the United States”).
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“Chevrolet.”'> A Canadian firm, Ivaco, produces 4.75, but on a limited basis. As discussed in
response to Commissioner Question #2, Ivaco focusses on supplying cold-heading quality,
welding quality, and “very high carbon” wire rod. To the exfent, Ivaco sells 4,75, it appears to
sell a high carbon product that has a higher price than the 4.75 sold by Deacero. e

In contrast to U.S. producers, Deacero invested in new machinery and equipment,
conducted numerous trials, and over time “develop{ed} the capability to produce 4.75 mm wire
rod that met {its} customers’ specifications in a cost-cffective way.”!” Having worked its way
down the “learning curve,” Deacero can profitably sell 4,75 without charging a substantial
premium that would offset the bencfits to would-be users, just as U.S. producers are able to sell
5.5 mm wirc rod for essentially the same price as 6.5 mm rod.

Daniel Gutierrez of Deacero testified:

If the order on wire rod from Mexico is revoked, we would continue to focus on

selling 4.75 to the U.S. market. There are plenty of suppliers that offer wire rod

in 5.5 millimeter and larger diametcrs in the U.S., and U.S. customers tend {o

prefer to buy domestic. With 4.75, we have the ability zo offer a specialized
product that customers want and U.S. producers don’t offer,'®

As Deacero sees it, 4.75 is good product that will broaden the market for wire rod, and help wire
companies to be more competitive. Regardless of whether 4.75 is considered subject, the
supply of 4.75 distinguishes the Mexican industry from the other subject countries.

2, Mexico does not have “massive excess capacity”

Petitioners claim that all six subject countries have “significant idle capacity™ that would
he directed to the U.S. if the orders were revoked.”” As discussed in Section II, this claim is

inaccurate for Mexico. According to Petitioners, capacity utilization rates have declined for the

" Tr. at 70, 73, 75 (Nystrom); 74 (Kerkvliet); 74 (Ashby); 73, 75, 90-91 (Rosenthal).

1 Tr. at 73, 91 (Rosenthal).

Y Decl. of [ ] at 92 (Exhibit 7); Deacero Questionnaire Response (July 22, 2011) (A-201-830)
(excerpt) {Exhibit 8). See also Tr. at 144 (D). Gutierrez), 184 (E Gutierrez), 219 (E. Gutierrez);

B 1 at 145 (D. Gulzerrez}

ETE TS (CaRBen).
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other subject industries compared to the rates observed in the POI and first sunset POR, and
ranged from{ %%t [%in 2013.2° In contrast, the Mexican industry’s utilization rate
increaéed from [ 1% in 2001 to 85.0% in 2013.,*! and, due to rising home-market demand, is
likely to return to the high (above 90%) levels achieved in 2009-2012.* The lack of significant
excess capacity further distinguishes Mexico from the other subject countries.

3. Mexican imports maintained a substantial presence in the US.
market without harming the domestic industry

Only Mexican imports maintained a substantial presence in the U.S. market throughout
the POR. This distinction provides a valid basis for decumulation. In the first sunset review, the
Commission decumulated Canada, in part, hased on the Canadian industry’s continued presence
in the U.S. market.” The Commission reached a negative determination for Canada “because
there was no apparent correlation between the appreciable quantities of subject imports from
Canada that remained in the U.S. market and key indicators of domestic industry perfomance.”%
Here, the case for decumulating Mexico and revoking that order is even stronger because most
of the Mexican imports (i.e., 4.75 mm) during the POR were shipped without the discipline of
an order — yet had no discernible adverse impact on the domestic industry.”

On a related point, the Commission should reject Petitioners” attempt to equate continued
interest in the U.S. market with a likelihood of injury.®® If continued interest were the standard,
then mere participation by a respondent in a sunset review would be a basis to continue an order.

The standard is whether revocation would be likely to lead to material injury — not whether

subject producers are interested in the U.S. market.

¥ See Kelley Drye Prehearing Br. at Exhibil 1A
21 CR at Table 1V-16.

2 See infra Section IV.A2.

1% Sunset Determ. at 18.

1% Sunset Determ. al 39.

© See infra Section IV.C.
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4. Mexican imports have non-price advantages

Imports of wire rod from Mexico would compete in the U.S. market under different
conditions than imports from the ézher subject countries due to Mexico’s proximity to the U.S.
As confirmed at the hearing, U.S. purchasers prefer Mexican wire rod over offshore imports
because of shorter lead times; a lower risk that the product will be damaged in transit; a higher
level of customer service and technical support; and the ability to do business directly with the
manufacturer, instead of through a trading company or broker.”” These factors indicate that
Mexican imports have non-price advantages over other subjeet imports. They do not support an
affirmative determination for Mexico.

B. Additional Considerations Support Decumulation of Mexico

The Commission has broad authority under the statute in deciding whether to exercise its
discretion to cumulate in a sunset review.?® Accordingly, the Commission can consider other
factors beyond its traditional “reasonable overlap of cozﬁpeti’{ioz}” and “differing conditions of
competition” analyses. Here, two additional factors warrant decumulating Mexico.

First, the uncertainty created by the ongoing litigation concerning the scope status of 4.73
~ the | | size of wire rod exported from Mexico during the POR — warrants
decumulating Mexico. As discussed in response to Commissioner Question #8, the Commission
should limit the impact of the litigation to Mexico, so that it does not affect the status of the
orders on the other subject countries. This can only be achieved by decumulating Mexico.

Second, the Commission should consider that, whereas Mexican firms accounting for
[ 1% of the industry’s production responded to the foreign producer questionnaire, producers in

Brazil, Indonesia, and Moldova failed to respond. Consequently, the Commission has

7Ty, at 147-148 (Heileg), 151 (Spittler),

B Nmider Corp. v, Uniited States, 601 F.3¢ 1291, 1295 (Fed, Cir. 2010) (interprating 19 U.SICL § 1675a{a)(7)). e
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inadequate information for these subject industries, and Petitioners urge it to apply adverse facts
available (“AFA™) to fill in the gaps® It would be unfair to cumulate Mexico under these
circumstanees. The “facts available” and AFA provisions are meant to encourage participation.
That incentive would be chilled if respondents’ efforts to participate and provide information
were nullified by uncooperative respondents in other subjeet countries.

IV. REVOKING THE ORDER ON MEXICO IS UNLIKELY TO CAUSE INJURY
A. The Likely Volume of Imports from Mexico Would Not Be Significant

A review of the statutory factors demonstrates that imports of wire rod from Mexico are
unlikely to increase significantly in the event of revocation.

1. Mexico’s production capacity will decrease — not inerease

[ 1. To the contrary, Deacero’s “next
steel investment will be to convert the wire rod capacity at {its} Saltillo {mill} to SBQs, special
bar quality, to meet Mexican demand, which currently relies on imporis.”3 ! Thus, the Mexican
industry’s wire rod capacity will decrease. Furthermore, as diseussed in response to
Commissioner Question #9, the future capacity expansions Petitioners allege for Mexico are
either inaccurate or uncertain, and would be completed well heyond the reasonahly foreseeable
future, if ever.

2. Mexico has limited excess capacity

The Mexican industry’s capacity utilization rate was high, averaging 92% during the
POR, and was 98% in 2011 and 2012.3% The utilization rate temporarily dipped in 2013 to 85%,

but this was due to lower-than-normal home-market demand, which has since rebounded. >

¥ See Witey Rein Prehearing Br. at 6-8; Kelley Drye Prehearing Br. at 37; Tr. at 249 (Pickard).
* CR at IV-43. :

3 Tr. at 140 (8. Gutierrez).

2 PR at Table [V-17.
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Mexico’s construction sector is forecasted to grow by 3.5% in 2014, offsetting the drop in
2013, based on recent developments, such as President Pefla Nieto’s Transport and
Communications Infrastructure Investment Program 2013-2018.** This plan includes 50% more
money for infrastructure investment than the previous administration’s six-year plan.”® The plan
was published in Mexico’s Official Diary of the Federation on April 29, 2014.°° With recent
investments by Ford, Mazda, and Volkswagen, among others, Mexico’s automotive sector
continues to grow.” Finally, Mexico’s recently enacted energy reforms will encourage private
investment in the country’s oil and gas industry.”® This will increase consumption of wire
products used by the oil and gas industry (e.g., cables), and rcqziire large quantities of wire
products for infrastructure built around the project sites.”®  Overall, the Mexican economy is
forecasted to grow by 4.1% in 2014 — outpacing the U.S. economy, which is projected to grow
by 2.8%.%

3. The Mexican industry is not export oriented and has no incentive to
divert shipments from existing third-country markets to the U.S.

The Mexican industry is not export-oriented. In 2013, the industry self-consumed [ %
of its wire rod production, and sold another [ 1% in the home market — leaving just 16% of its
production for exports.*' Moreover, the Mexican industry’s home-market sales of wire increased
by [ 1% over the POR (from [ ] short tons in 2008 to | ] short tons in 2013),

even though home-market demand temporarily fell in 2013.%

3 See Deacero’s Prehearing Br. at 24-25 & Exhibit 14.

Ty, at 12 (Behar).

* Exhibit 9 (2014-2018 National Infrastructure Plan, official decree and related press releases).

3Ty, at 13 (Behar).

% Tr, at 13 (Behar).

* Tr, at 232 (E. Gutierrez).

“ Deacero’s Prehearing Br. at Exhibit 14 (BNP Paribas, Global Outlook (Feb. 2014) at 69) (Mexico forecast);
International Monetary Fund, World Economic Outlook, April 2014 (U.S. forecast) (Exhibit 16},

* CR at Table 1V-17.
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To the extent the Mexican industry exports wire rod to third-country markets, it is
unlikely to divert these shipments to the U.S. in the event of revocation. The Mexican industry
primarily exports wire rod to Central and South American countries. Contrary to Petitioners’
assertions, wire rod prices in these countries are higher than in the U.5* Furthermore, many
of these countries have “GDPs that are projected to grow by 3 to 5 percent in 2014 and 2015{,}”
and insufficient domestic production to meet demand.* In addition, shipments of wire rod from
China do not pose a problem for the Mexican industry. “Mexico’s free trade agreements with
Central and South American countries give {Mexico’s} wire rod exports an advantage over
exports from other countries{,}” including China, and Deacero also has the option to ship
downé%rcam wire and wire products to third-couniry markets.*

Lastly, the final safeguard measure (a tariff rate quota) imposed by Colombia will not
impose a barrier. As Daniel Gutierrez of Deacero testified, Deacero will be able to “continue to
export the same, if not more, quantities of wire rod” to Colombia as before the safeguard
investigation was initiated.*® We provide support in Exhihit 12.

4, Mexican imports would likely consist mostly of 4.75 mm wire rod

Unlike in the POI or first sunset POR: Deacero is now the most relevant producer and
would continue to sell 4.75 to the U.S. Deacero accounted for [ % of Mexico’s total
production of wire rod in 2013, and approximately [  [% of wire rod imports to the U.S. during

the PORY In contrast, ArcelorMittal Las Truchas exported [ ] quantities of wire rod to the

* PR at Table IV-19.

# CR at Table 1V-17; Tr. at 143 (D. Gutierrez); International Monetary Fund, World Economic Outlook, Aprit 2014
(Exhibit 19).

11, at 143, 196 (D. Gutierrez), 197-198 (B. Gutierrez); Exhibit 11 (Mexico’s free trade agreements).

6 Ty, at 144 (D. Gutierrez); see also Deacero’s Prehearing Br. at 28-29.

47 See Foreign Producer Questionnaire Response of Deacero at Table 11-12 (total production of | } short
fons in 2013); CR at 1V-37 (reporting total preduction in Mexico of [ 1 million short tons in 2013); Deacero’s

Prehearing Br. at Exhibit 2 (modified version of Table 1-13 from the Prehearing Staff Report that includes imports of
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U.S. market during the POR, and only | | the ArcelorMittal Group’s U.S.
production.® Because the ArcelorMittal Group coordinates its global operations,” ArcelorMittal
Las Truchas reports that it may only { ] if the order
were revoked.”® Ternium would also not ship significant volumes of wire rod to the U.S. if the
order were revoked. Ternium [
]—and[

| capacity.”’

| Deacero’s supply of 4.75 (a substitute for the main digmeter used in the U.S.)
demonstrates that revocation of the order on Mexico would not harm the domestic industry. As
discussed in Section IV.C, Deacero shipped substantial quantities of 4.75 to the U.S. without any
constraint from an antidamping order and without any discernible adverse impact on the U.S.
industry. Because imports of 4.75 did not harm the U.S. industry during the POR, there is no
reasonable basis to conclude that imports of wire rod from Mexico would materially harm the
industry if the order were revoked. Moreover, if 4.75 is confirmed fo be nonsubject in the
ongoing litigation, the volume of subject imports from Mexico would be more limited, and even

less likely to harm the U.S. industry.>

# See Importer Questionnaire Response of | ] at 116,
¥ Carbon and Certain Alloy Steel Wire Rod from Brazil, Canada, Indonesia, Mexico, Moldova, Trinidad & Tobago,
and Ukraine, Iny. Nos. 701-TA-417 and 731-TA-953, 954, 957-959, 961, and 962 {(Review), USITC Pub. 4014
(June 2008) at 32 (“1" Sunset Determ.”). See also U.S. Purchaser Questionnaire Response of [

Tatl1-16 ([

b
* Foreign Producer Questionnaire Response of ArcelorMittal Las Truchas at I-11.
3 Foreign Producer Questionnaire Response of Ternium at 11-10, H-12 {reporting excess capacity of a | ]
tons in 2013, with a utilization rate of {  ]%), & 111-8.
52 For the reasons discussed in Deacero’s prehearing brief, product shifting and inventories also do not indicate that
revocation of the order on Mexico wouid be likely to materially harm the domestic industry, See Deacero’s
T

10
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B.  No Likelihood of Significant Adverse Price Effects from Mexican Wire Rod

Because 4.75 mm wire rod was shipped to the U.S. free from any constraint from an
antidumping order, the record data concerning the 4.75 imports provide affirmative evidence of
the likely price effects of wire rod from Mexico if the order were revoked. These data show that
imports from Mexico were sold at market prices and would be unlikely to have significant
depressing or suppressing effects on the prices of U.S. product.

The record contains two sets of pricing data: (1) prices for imports of wire rod in
diameters 5.5 mm to 12 mm; and (2) prices for imports of 4.75. The first set of pricing data

relates almost exclusively to imports sourced from | LT

1 Because these imports were priced and sold |

], any underselling was non-injurious by definition.

The instances of underseliing by 4.75 imports can be explained and are not significant.
First, Deacero must slightly decreasc its prices of 4.75 because U.S. purchasers tend prefer
domestic wire rod.** The Commission has recognized this structural pricing difference in past
cases.” Second, as discussed in response to Commissioner Question #2, when Deacero began to
sell wire rod fo the U.S. market in 2008, it was both a new entrant to the U.S. market and a new
producer of 4.75. As would be expected, Deacero had a period of “frials and errors” in learning

to produce and sell 4.75.% Consequently, Deacero temporarily discounted its prices as an

incentive to try the diameter, and lowered the discount as customers became accustomed to the

% See U.S. Purchaser Questionnaire Response of | ] at 11-16.

* Ty, at 181 (. Gutierrez); see also Response to Commissioner Question #2.

5 See, e.g., Comm. for Fair Beam Imports v. U.S., 27 CIT 932 (CIT 2003) (“the ITC may discount incidences of
underselling on account of {a} price premium"} Trent Tube Div. v. U8, 741 F. Supp. 921, 935 (Ct. Int'l Trade
1990} {discounting underseiling based on premmm for domestlc pr{}éuct}

-3% Soa Response to Commmissionier Question #2. -

11
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product.”’  The record pricing data show declining underselling margins over the POR and
instances of overselling.”®

These facts demonstrate that Deacero sold 4.75 in the U.S at market prices. As
corroboration for this point, 17 of 21 responding purchasers reported that the prices of Mexican
wire rod were comparable or higher than the prices of U.S. product, and that domestic
producers (such as Nucor and Gerdau) are the price leaders in the U.S. market> }’%odizcers
such as Nucor, Gerdau, Keystone, and ArcelorMitial announced numerous price increases in
2013 and 2014.%° Thus, 4.75 was priced according to the market price established by U.S.
producers. |

More importantly, the 4.75 imports did not have any depressing or suppressing effects on
U.S. producers’ prices.m During 2009-2011, when 4.75 was shipped unconstrained by an order,
prices for U.S. products 1-4 increased substantiaily, as shown by the graphs provided in Exhibit
145 The prices for Nucor and Gerdau ~ the only two U.S. producers to complain of negative
price effects — also rose during this period.* Nor is there any evidence that Nucor or Gerdau lost
a significant number of sales to 4.75 imports: From 2009 to 2011, Nucor’s commercial sales
volume increased by [ 1%, and Gerdau’s increased by | 1%.5 The 4.75 imports also did not
cause price suppression. From 2009 to 2011, the U.S, induétry’s COGSKnet sales ratio decreased

by 8.4 percentage points (from 98.4% to 90.0%). and began to rise as 4.75 imports exited the

T Tr. a1 181-182 (D. Gutierrez).

*% Exhibit 13 (graphs).

% PR at Table I1-8 and V-7.

% See AWPA’s Prehearing Br. at Exhibit 2.

8 See Deacero’s Prehearing Br. at 32-34.

% The sharp price declines from 1Q 2009 to 2Q 2009 were caused by the recession, not imports. See Tr. at 30
{(Kerkvliet), 38 (Nystrom).

® See Exhibit 14 (graphs); Tr. at 30 (Kerkvliet), 41 (Nystrom).

12
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market in 2012-2013.%° Nucor’s and Gerdau’s COGS/net sales ratios [ ] from 2009 to
2011.% Based on the record data concerning the 4.75 imports, there is no reasonable basis to
conclude that imports of wirc rod from Mexico would be likely to have significant adverse price
effects if the order were revoked. The lack of advcrse price effects also corroborates the
assertion that the 4,75 was sold at market prices.

C. No Likelihood of a Material Adverse Impact Caused by Mexican Wire Rod

Revocation of the order on Mexico would be unlikely to materially harm the U.S.
industry. The industry has been performing well, and ifs near-term prospects are bright,
particularly due to the ongoing unfair trade investigations against China and rising demand.
Moreover, the lack of any adverse impact from imports of 4.75 (a substitute for the main
diameter used in the U.S.) during the POR provides a strong indication that revocation of the
order would be unlikely to resuit in mazcriﬁl injury. Indeed, Petitioners describe 2009 to 2011 —
when 4.75 was being shipped without the constraint of an order — as a period of “recovery” and
improvement for the U.S, industry.(’7

Petitioners claim the domestic industry is vulnerable due to “surging” imports from
China.%® To the extent imports from China were an issue, the domestic industry has addrcssed
that problem through the ongoing antidumping and countervailing duty investigations, as
supported by the articles provided in Exhibit 15. Petitioners have stated that, if Chinese imports

are remedied, the U.S. industry’s production would be 6.5% higher; shipments would be 7.1%

higher; operating income be 50.6% higher; and the operating margin would increasc by 3

% PR at Table HI[-11.
% CR at Table HI-13.
7 Wiley Rein Prehearing Br. at 10,

13
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percentage points.” This is the condition of the U.S. indusiry that the Commission should
consider for purposes of the prospective likelihood of injury analysis.

| Even considering the effects of Chinese imports, the domestic industry is not vulnerable.
The industry was profitable in every year of the POR but 2009, when U.S. apparent consumption
was at its [ 1.7 The industry’s capacity utilization rate was 72.0% in 2013, nearly matching
the rate achieved in 2008 (73.1%), when U.S. apparent consumption was { ]in
the POR.”" The domestic industry’s capital expenditures reached highs of USD | ]
and USD | ]in 2012 and 2013, respectively.n Moreover, producers such as Nucor,
Gerdau, Keystone, and ArcelorMittal have announced numecrous price increases in 2013 and
2014, These are not the actions of a weak industry.

With growing demand, the domestic industry will continue to perform well for the
foreseeable future. On April 17, 2014, the CEO of Insteel Industries, a producer of steel wire
reinforcing products and consumer of wire rod,. stated, “{W}e are . . . seeing continued
improvement in private nonresidential construction, our primary demand driver, and a
heightened degree of optimism that the slow growth recovery may be gaining momentum . . . 7
Gerdaw’s company witness testified tha% the U.S. construction market “is going to grow maybe
between 5 and 7%.”™ And Evraz’s witness testified that “{t}he highlight of the industry right
now is the automotive business, which is pretty strong and is expected to stay strong for some

time.”75

 Kelley Drye Prehearing Br. a1 90.

™ PR at Table 1{i-11 (operaling income); CR at Table 113 (U.S. apparen! consumption).
" PR at Table I-13 (consumplion) & 11I-4 (capacity utilizalion).

 CR at Table 111-14.

7 AMM, Insteel Expects Favorable Ruling in Trade Case, Apr. 21, 2014 (Exhibit 16).
" tr. a1 111-112 (Kerkvliel}.
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Most importantly, the record contains afffrmative evidence that revocation of the order
on Mexico would be unlikely to harm the U.S. industry. As discusscd, Deacero — the | ]
Mexican exporter of wire rod — intends to continue to supply 4.75 to the U.S. market if the order
is revoked. Because 4.75 is a substitute for the main size (5.5 mm) used in the U.S. market,
Deacero’s supply of 4.75 is representative of its behavior and impact if the order were revoked.
From 2009-2011, Deacero 4.75 to the U.S. market without any constraint from an antidumping
order and without any discernible adverse impact on the domestic industry. As discussed in
detail at pages 36-37 of Deacero’s Prehearing Brief, the data reveal a lack of correlation betwecn
4.75 imports from Mexico and the U.S. industry’s performance. The domestic industry’s
performance improved in key indicators across the board as 4.75 imports “surged” (as Petitioners
deseribe it) and deteriorated as 4.75 imports largely cxited the market. In view of the lack of any
adverse impact from 4.75 imports during the POR, there is no reasonable basis to conclude that
imports of wire rod would likely cause material harm if the order werc revoked. Also, if 4.75 is
confirmed to be nonsubject in the ongoing litigation, this would limit the likely volume of
subject imports from Mexico, and make material harm even less likely.

V. CONCLUSION

Based on the record evidence, the Commission should determine that revocation of the
antidumping duty order on steel wire rod from Mexico would be unlikely to lead to material
injury to the domestic industry.

Respec’{fuiiy submitted,

Jay lg;)beii
WHITE ASE LLP

701 Thirteenth Street, NW
Washington DC, 20003
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RESPONSES TQO COMMISSIONER QUESTIONS

COMMISSIONER QUESTION #1:

COMMISSIONER KIEFF (pages 102-104): “First if I could, I have a question for the
lawyers and maybe a very brief answer here and then if you want to follow-up in the
post hearing it would be great, but I imagine the answer is no. Is there any estoppel or
other type of preclusion that should apply to the decision, with respect to the decision to
peg at 5.5 even though weli-founded that would somehow preclude us from in effect
using the economic effect of this order to seriously consider the 4.75 product? In other
words, did you in effect make your choice at the time of the filing and are you in effect
bound by it? 1 can see the head shaking no, that's what I would have imagined but in
the hrief post-hearing if you could just give a little bit of authority for that it would he
helpful.”

RESPONSE: This question is essentially the issue being litigated: Can the scope of
the antidumping order on wire rod from Mexico be lawfully expanded to include 4.75 mm
~ wire rod, despite the facts that: (1) small-diameter wire rod (such as 4.75 mm) existed and
was “commercially available” before the original antidumping investigation; and
(2) Petitioners expressly limited the scope of the investigation and order to wire rod in
diameters “5.00 or more, but fess than 19.60 mm.”

In the underlying U.S. Department of Commerce (“DOC”) proceeding, Petitioners
made three alternative arguments: (1) 4.75 mm wire rod is within the scope of the order;
(2) the scope of the order should be expanded to include 4.75 mm wire rod as “later-
developed merchandise,” under 19 U.8.C. § 16773(d)(1); or (3) the scope should be expanded
to include 4.75 mm wire rod as a “minor alteration” of subject merchandise under 19 US.C.
§ 1677j(c)(1).’

DOC first determined that “wire rod within an actual diameter of less than 5.00 mm” ~
(including 4.75 mm wire rod) is outside the scopf:.2 DOC next declined to conduct a later~

developed merchandise inquiry because “small diameter wire rod {(i.e., less than 5.00 mm in

' Carbon and Certain Alloy Steel Wire Rod from Mexico, 76 Fed. Reg. 33218 {Dep’t. Commerce June &, 2011}
(Exhibit 17).
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actual diameter)} was commercially available prior to issuance of the Wirg Rod Order . . . R

DOC’s conclusion was based on the record evidence that Kawasaki Steel, a well-known
Japanese steel producer, “developed a four-roll mill capable of producing wire rod with
diameters as narrow as 4.2 mm in the 1990s and that such small diameter wire rod was put
into commercial operation in 1998 Other information on the record of the DOC
proceeding establishes that Charter Rolling, a U.S. producer, was known to be manufacturing
wire rod in the U.S. in diameters as narrow as 4 mm in the early 1990s.”

DOC determined that Deacero’s shipments of 4.75 mm wire rod were circumventing
the order as a “minor alteration” of subject wire rod.®

Deacero appealed DOC’s decision to the U.S. Court of International Trade (“CIT”).
The CIT held that DOC’s determination was unlawful because: (1) smali-diameter wire rod
(including 4.75 mm) existed and was “commercially available” before the original
investigation, and (2) Petitioners expressly limited the scope to wire rod in diameters of 5.00
mm or more.” In doing so, the court stated:

In reality, Petitioners want to rewrite the Order so it says what they wish it

had said at its inception. This belated attempt (that Commerce sanctioned)

was unfair to Deacero, which invested substantial amounts of money in

manufacturing what it reasonably considered non-subject merchandise. If

petitioners believe they are being injured by imports of 4.75 mm wire rod at

less than fair value, they should 3petiti0n for the imposition of antidumping
duties on small diameter wire rod.

3 Memorandum from Christian Marsh to Ronald Lorentzen, “Initiation of Minor Alteration Circumverntion
Inguiry on Wire Rod with an Actual Diameter between 4.75 and 5.00 Millimeters™ (A-201-830) (May 31, 201 B
at 14 {emphasis added) (Exhibit 18},

‘i

5 See Deacero Case Br. {A-201-830) (Jan. 12, 2012) at Exhibit 2 {Certain Steel Wire Rod from Brazil and
Japan, Inv. Nos. T31-TA-646 and 648 (Final), USITC Pub. 2761 (Mar. 1994) at 1§-22) (Exhibit 19}; see also
Deacero Prehearing Br. at Exhibit 5.

5 Carbon and Certain Alloy Steel Wire Rod from Mexico, 77 Fed. Reg. 59892 (Dep’t Commerce Oct. 1, 2012)
(emphasis added}.

" Deacero S.A. de C.V. v. United States, 942 F. Supp. 2d 1321, 1331-32 (Ct. Int"] Trade 2013} {(Exhibit 8 to
Deacero’s Prehearing Br.).

g TR
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On remand, DOC reversed its affirmative circumvention determination and found that 4.75

was outside the scope of the order. The CIT’s ruling on DOC’s remand decision is pending.”
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COMMISSIONER QUESTION #2:

CHAIRMAN WILLIAMSON (pages 181-182): “Okay, either now or post-hearing do
you have any information about the relative price? What the prices is that they
{(Ivace)} are selling it? The contention this morning was that the domestic issue is that
selling the price, it should be a premium price product but it is actually being sold at

~less than what the 5.5 is being sold and I noticed in talking about it, no one ever
discussed that issue, so any comments on that? The domestic industry's argument that
you are selling a premium priced product at a discount?

CHAIRMAN WILLIAMSON (pages 184-186) “Okay, thank you. Is there anything
you can tell us now, or post-hearing about the Canadian company? Are they a smali
company that is just doing niche sales of 4.75 or are they out there competing in the
market, you know, broadly?”

RESPONSE: Ivaco Rolling Mills (“Ivaco”) is a small producer located in Ontario,
Canada. According to Ivaco’s website, approximately 80% of its production is “destined for
sophisticated high carbon, cold heading (“CHQ”) and weld applications.”'® This is consistent
with the Commission’s findings in the first sunset review. In that review, Ivaco reported
“that | ] percent of imports from Canada consist{ed} of speciaity products, . . . {treating}
almost all of the high and medium high carbon industrial and standard quality wire rod in
2007 as specialty products, given the ‘very high carbon® designation of its products.”!!
Moreover, the Commission found that in each year of the first sunset POR “at least [ |
percent of the subject imports from Canada . . . consisted of CHQ and welding guality

categories.”'? Low carbon industrial and high carbon industrial quality wire rod accounted

foronly [ 1% of Canada’s imports of wire rod to the U.S. in 2007.7

* Exhibit 6 {Ivaco materials).

N Carbon and Certain Alloy Steel Wire Rod from Brazil, Canada, Indonesia, Mexico, Moldova, Trinidad and
Tobago, and Ulraine, Inv. Nos. 701-TA-417 and 731-TA-953, 954, 957-959, 961, and 962 (Review),
Confidential Staff Report {doc. 1D #s 514245 & 516522) at IV-62 - [V-63 1™ Sunset CR™.

12 Carbon and Certain Alloy Steel Wire Rod from Brazil, Canada, Indonesia, Mexico, Moldova, Trinidad and
Tobago, and Ukraine, Iav. Nos. 701-TA-417 and 731.TA-953, 954, 957-959, 961, and 962 {Review},
Confidential Determ. at 28 (doc. ID # 515654) (1™ Sunset Determ. (confidential version)™); see also 1% Sunset
CR at Table }V-5.
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In contrast, Deacero predominantly supplies low to medium-low carbon industrial
quality wire rod, These products do not command a premium price to compensate for
specialized, high-cost physical characteristics. These types of wire rod accounted for
approximately [ 1% of Deacero’s shipments in 201 3.1

Ivaco offers 4.75 mm wire rod, but appears to do so on a niche basis and at higher
prices due to the additional specialized physical characteristics (Ze., in addition to small
diameter) of the rod.”® Because Ivaco is selling 4.75 mm wire rod of specialized grades, etc.,
it does not make sense to compare Ivaco’s prices for 4.75 mm wire rod (even anecdotally) to
Deacero’s. Ivaco’s prices should be higher because of the other specialized characteristics of
the rod, just as Ivaco’s prices for CHQ and/or high carbon 5.5, mm wire rod should be higher
than U.S. producers’ prices for industrial quality and/or low to medium carbon 5.5 mm wire
rod,

Viewed in context, it is evident that Deacero sold 4.75 mm wire rod at son-injurious,
market prices.

First, it must be remembered that Deacero is a new entrant to the U.S. wire rod
market, having made its first sale in 2008."° Deacero did not supply wire rod to the U.S.
during the original period of investigation (1999-2001) or the first sunset POR (2002-20067).
Consequently, when Deacero began to sell wire rod fo the ULS. market in 2008, it was both a
new entrant and a new producer of 4.75 mm wire rod. As would be expected, the process to

produce and sell 4.7 was not without trials and errors. Even after Deacero had begun

¥ Roreign Producer Questionnaire Response of Deacero at 1-14.

B Trat 73 (Rosenthal) (“{ivaco} sold a highwcarbon 4,75 product that demanded a premium, and they got the
premium.”},
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shipping 4.75, it “received complaints from customers about the quality of the {product} that

1l7

fook . . . time to resolve The issues included:

" 5"
e [
'§;}9 and
e | “ . -]_2{}

For these reasons, Deacero offered a discount as an incentive to try the diameter, and lowered
the discount as customers became accustomed to the proéuct.z’ Consistently, the record
pricing data show declining underselling margins over the POR and instances of

overselling

In addition to this temporary incentive, U.S. purchasers are not willing to pay the
sarae price for wire rod imports, including those from Mexico, as they are for domestic wire
rod?® As Mr. Heileg of G3 Steel testified, because it is easier for U.S. purchasers to do
business with domestic wire rod producers, domestic producers “can charge a small price

premium over Mexican wite rod.** Moreover, purchasers reported the following:

¢ 1.S. Purchaser Questionnaire Response of ]
at Iv.5: |
" Dedl. of | 1 at 7 (Exhibit 7).
% Decl. of }at §8 (Exhibit 7); see also Decl. of Daniel Gutierrez at 45 (Exhibit 7).
¥ Decl. of 1 at §9 (Exhibit 7).
* Decl. of 1at 410 (Exhibit 7).

A Tr.at 181-182 (D, Gutierrez).
2 Exhibit 13 (price comparison graphs).
2 Tr, at 181 {1, Gutierrez).
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]
« .S, Purchaser Questionnaire Response of | | at
IvV-5: |
]
« U.S. Purchaser Questionnaire Response of | }at
IvV-5: |
]
¢ U.S. Purchaser Questionnaire Response of | 1 at -4
[

o U.S. Purchaser Questionnaire Response of |
]latIV-6: |
]
The S$taff Report also notes that a plurality of purchasers reported that U.S. product was
“superior’” to Mexican product in terms of delfivery time.”

As a result of these U.S. purchaser preferencés, wire rod from Mexico selis at a
small discount to domestic wire rod. The Commission has recognized in past investigations
the impact on pricing of purchaser preferences for domestic steel prodac%s.zf’

These facts demonstrate that Deacero sold 4.75 at market prices in the U.S., and ény
underselling was minor and explained by market factors, not an atiempt to take sales from the
U.S. industry.”” As corroboration for this point, 17 of 21 responding purchasers reported that
the prices of Mexican wire rod were comparable or higher than the prices of U.S. product,

and that demestic producers (such as Nucor and Gerdau) are the price leaders in the U.S.

2 PR at11-31.

 See, e.g., Comm. for Fair Beam Imports v. U.S., 27 CIT 932 (C1T'2003) (“the IT'C may discount incidences of
underselling on account of {a} price premium™y; Trent Tube Div. v. U8, 741 F. Supp. 921, 935 {Ct. Int’] Trade
1990} (discounting underselling based on premium for domestic product).

7 See, e.g., Comm. for Fair Beam Imporis v. U.S., 27 CIT 932 (CI'T 2003) (“the I'T'C may discount incidences of
underselling on account of {a} price premium™); Trent T i
U1990) {discounting undéreélling Based o prefivm for dom

e

v. ULS., 741 F. Supp. 921, 935 (Ct. 1at’] Trade




PUBLIC VERSION

market™  Producers such as Nucor, Gerdau, Keystone, and ArcelorMittal announced
numerous price increases in 2013 and 2014.%° Thus, Deacero set the prices of 4.75 according

to the market prices established by U.S. producers.

A PR 4t Table -8 and V-7,
© T TP See AWPAs Prehearing Br, at Exiubit 2,
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COMMISSIONER QUESTION #3:

COMMISSIONER JOIIANSON (pages 194-195): “What countries are your biggest
markets? If that's proprietary don't mentioned it, of course.” '

COMMISSIONER JOHANSON (page 196): “Can you all discuss what impact Chinese
exports have to your home markets, and also to your third country export markets.”

COMMISSIONER JOHANSON ({pages 197-198). “Ilow about, and once again you
addressed this, but I may perhaps didn't get it. In the third country markets?”

RESPONSE: As an initial matter, it bears repeating that Deacero’s core business is
steel wire and downstream wire products, such as chain link fence, barbed wire, staples, nails,
and many others.”? Deacero sells stegl wire and downstream wire products in Mexico and for
export. In 2013, Deacero self-consumed [ ]% of its wire rod production to make steel wire
and downstreamn wire products.3 :

With respect to Deacero’s commercial sales of wire rod, Mexico is its largest market
by far, accounting for [ 1 of the company’s commercial shipmenis in 2013.%
Deacero’s principal export markets are Central and South American countries, primarily
[

1.3 Contrary to Petitioners’ claims, Table IV-19 of the Staff Report
demonsirates that prices in these markets are figher than in the United States. Moreover,
many of these countries have GDPs that are projected to grow by 3-6%, and have trade
deficits in wire rod.*

Chinese imports have had little effect on Deacero’s home-market sales of wire rod.

For one, as noted, over { % of Deacero’s production of wire rod is caplively consumed,

*Fr_at 140 (8. Gutierrez), 141-142 (D). Gutierrez).
1 See Foreign Producer Questionnaire Response of Deacero at Table 1I-12 {reporiing internal
consumption/iransfers of { ] short tons and production of | 1 shorttons in 2013}

3% See Foreign Producer Questionnaire Response of Deacero af Table [1-12 (reporting home-market commercial
shipments of 1 short tons and exports of [ 1 short tons).

*3 Foreign Producer Questionnaire Response of Deacero at Table 11-12 n.6.
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and thus shielded from import competition,”> Moreover, imports of Chinese wire rod into
Mezxico have been low, amounting to just 7,048 metric tons in 2013.%¢ Shipments of wire rod
from China also do not pose a problem for Deacero’s exports to Central and South American
markets. “Mexico’s free trade agreements with Central and South American countries give
{Mexico’s} wire rod exports an advantage over exports from other countries{,}” including
China, and Deacero also has the option to ship downstream wire and wire products to third-
country markets.”” Deacero has invested time and resources fo develop customers and
markets for wire rod and downstream wire products in Central and South American countrics,
and is committed to these markets. Deacero seeks to forge long-term relationships with its
customers; it is not a trading company that opportunistically diverts product from one market
to another as relative market conditions change. Such a misguided strategy would destroy
Deacero’s reputation as a dedicated provider of high-quality long steel and wire products and
excelient customer service. As Deacero’s CEO testified:

We cannot divert from let’s say South America to the U.S. even if the price in

the U.S. is high because it takes too much time and effort to develop a

country, to develop the specs of the custemer, to develop the customers and

we as a global company cannot just go to a country and then disappear

because somebody else pays us more. We have to stay in that country, we
have to stay with the product for the long run A

Deacero’s Vice President of Industrial Sales also commented at the hearing: “We have

developed strong relationships with our customers in {Central and South American} markets,

and we’re committed to them.™

% e at 196-197 (B, Gutierrez).

* Mexico’s imports of wire rod by country (Exhibit 20},

7 v, at 143, 196 (D. Gutierrez), 197-198 (E. Gutierrez); Exhibit 11 (Mexico — free trade agreements),
¥ Tr. at 193 (8. Gutierrez).

i0
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COMMISSIONER QUESTION #4:

COMMISSIONER BROADBENT (pages 205-206): “This is just for either of the
counsels, is there anything you feel that the Commission should take away from the
experience that we had from imports from Canada when the order was revoked in the
first review? Is there anything we can learn from that or extrapolate to this
investigation?”

RESPONSE: The Commission’s determination with respect to Canada in the first
sunset review is directly relevant in key respects, and supports the conclusions that: (1)
Mexico should be decumulated, and (2) the antidumping order on steel wire rod from Mexico
should be revoked,

in the first sunset review, the Commission declined to exercise its discretion to
cumulate Canada because it determined that imports from Canada were “likely to compete in
the U.S. market under sufficiently different conditions of competition than imports from the
other subject countries . . . 2% Among other factors, the Commission noted that Canadian
imports “remained in the U.S. market in substantial quantities” and were distinct in terms of
product mix (consisting primarily of CHQ and welding quality categories).”! These factors
also support decumulation of Mexico in the present sunset review. As discussed in Section
LA of Deacero’s posthearing brief, the Mexican industry is distinct from the other subject
industries based on its product mix (which { ] consisted of 4.75 mm wire rod in
the POR) and continued presence in the U.S. market. In addition to these factors, Mexico
should be decumulated because:

e Mexico’s capacity utilization was high during the POR, whereas the other

subject industries have “massive excess capacity” and lower capacity

utilization rates compared to the periods of the original investigation and
first sunset review;™

0 1# Sunset Determ. at 18,

1+ Sunset Determ. at 18-19.
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» Mexican imports have significant non-price advantages over imports from
the othgr subject countries by virtue of Mexico’s proximity to the United
States;

+ The ongoing litigation concerning the scope status of 4 75 mm wire rod
should be limited to the antidumping order on Mexico;™ and

» Cumulating Mexico with the subject industries that failed to provide
adequate information (ie., Brazil, Indonesia, and Moldova) would be

unfair and “unreasonably assign culpability to imports that are not likely
to contribute to . . . material injury.”

The Commission reached a negative determination for Canada “because there was no
apparent correlation between the appreciable quantities of subject imports from Canada that
remained in the U.S. market and key indicators of clome:stic industry perfcmanee.”‘ié Here,
the grounds for issuing a negative determination for Mexico are even stronger because most
of the Mexican imports (i.e., 475 mm wire rod) during the POR were shipped without the

discipline of an order — yet had no discernible adverse impact on the domestic industry.”’

In addition, the volume of Canadian imports with an order {| ] short tons in 2007)
was | ] the peak volume of Mexican imports of 4.75 mm wire rod without the
discipline of an order (| ] short tons in 2010).%8

The “take away” is that, like the antidumping duty order oen Canada, the order on
Mexico should be revoked. Notably, while U.S. producers supported continuing the order on
Canada in the first sunset review, none claims to have been harmed as a result of revocation.
The Commission should bear this in mind when considering their arguments for continuing

the order on Mexico in this sunset review.

* See Deacero’s Posthearing Br. at Section 11LA 4.

* See Deacero’s Posthearing Br. at Section HLB.

% Nucor Corp. v. United States, 601 F.3d 1291, 1295 (Fed. Cir. 2010).
* 1% Sunset Determ, at 39,

* See Deacero’s Posthearing Br. at Section IV.C.

* Compare 1 Sunset Determ. CR at Table IV-19 {velume of Canadlan 1mports) wuth Deacem s Prehearmg Br.

©ag BRABI 2 (vollie 6T 475 s wire vod Trmports).
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COMMISSIONER QUESTION #5:

COMMISSIONER KIEFF (pages 209-211): “And to press just a little bit further and I
recognize that others want to weigh in and everyone is welcome to weigh in hy the way
of the post-hearing and I also hope that in effect that time limits here are helpful to you
and giving you a sense of what is on our mind so that you have tons of time later to give
us in writing whatever is on your mind. So I hope that that's heipful to you, that I am
moving quickly, not precluding, quite the opposite. I really look forward to information
you will previde. So let me just press along a little bit further then. In a kind of a crass
commercial sense, it sounds to me like the kind of argument with respect to Mexico
being made this afternoon is in effect, gosh no need to lift the order, sorry -- no need for
the order, becaunse after all we are going to stay in our 4.75 lane. We are not going to
move ount of that lane. And I guess the guestion is then why care?”

RESPONSE: Deacero cares because it is possible that the courts will ultimately
uphold the U.S. Department of Commerce’s (“DOC”) original affirmative circumvention
determination, which expanded the scope of the antidumping order on steel wire rod from
Mexico to include 4.75 mm wire rod. In Deacero’s view, 4.75 is a good product that will
broaden the market for wire rod, and help wire companies to be more competitive. As
discussed, 4.75 mm wire rod: (1) is a substitute for the most common diameter (3.5 mm) soid
in the U.S.; (2) offers wire rod users significant benefits over 5.5 mm rod; and (3). is a product
that neither U.S. producers nor the other subject industries offer.

Petitioners disputed the advantages of 4,75 at the hearing, but the record contains
extensive evidence of the significant benefits of 4.75 mm wire rod. In Exhibit 5, Deacero
provides statements from twelve purchasers of 4.75, as well as a summary of the key benefits.
In addition, representatives of Cavert Wire Company and G3 Steel testified at the hearing
regarding the advantages provided by 4.75 mm wire rod. The benefits of 4.75 include:

(1) Cost Savings through the Elimination of Additional Processing and
Production Equipment

Using 4.75 mm wire rod enables consumers to significantly reduce their production

costs. The explanation is simple, “Wire rod is reduced, or drawn, to the desired wire size by
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puiling the rod through a series of dies in a draft machine.”® Thus, by starting with a smaller
diameter of wire, the user can draw down to the desired wire gauge with less processing and
consumption of energy and materials. As Charles Spittler of Cavert Wire explained at the
hearing:

For each die there is a spinning block {or motor) that pulis the rod through the
die. For example, one of our drafi machines has four dies, each of which
reduces the diameter. With 4.75, we could reduce to the same diameter of
wire that we previous{ly} made using 5.5 with one less die — three instead of
four. Using one less die: we consumed 25 percent less electricity; consumed
25 percent less fubricant which is used fo coo! the rod as it passes through the
dies; consumed 25 percent less dies, {(which are replaced daily); and did not
need fo repair biocks as frequently.

Using 3.5, we normally draw down to a diameter of about 0.187 inch int the
first draft. 0.187 inch equals 4.75 millimeter, so with 4.75 you're already at
the 0.187 inch before you even begin the drawing process. Consequently,
using 4.75 also enabled us to speed production and increase our
productivity.*

Additional customers - such as Illinois Tool Works (“"ITW™), [

1 reported the same cost savings‘“

Further, customers reported that 4.75 mm wire rod enabled them fo produce the same
wire products without the need to perform additional heat treatment (i.e., annealing), further
reducing their production costs.” As Bill Heileg of G3 Stee! testified:

Another advantage of using 4,75 instead of 5.5 or larger diameters is that wire

drawers can produce finer gauge wire without having to perform annealing.

Annealing is a heat treatment process that softens and restores ductility to the
wire. Depending on the manufacturing plant, 5.5 millimeter wire rod often

* Tr. at 149 (Spittler).
Ty, at 149-150 (Spittler).

' Exhibit § (Decl. of | ] at 5; Decl. of |
] at 94; Decl. of [ T at %7; Dech. of {
] at B4 Dech of [ 1 at 95; Decl. of [
Tat %3}, See adso Tr. at 146 (Heileg).
*? Exhibit 5 {Decl. of 1at 95; Decl. of {
{at §5; Decl. of § § at §95-6; Decl, of §
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must be heat treated in order fo achieve some of the finer diameters of wire.
In contrast, 4.75 rod can be drawn down directly to many of these wire
diameters without annealing because less drawing of the material is required.
Annealing means longer production time, addition{al} natural gas
consumption, and is typically very expensive. Wire drawers must either own
an{d} maintain this annealing cgaipment in-hou{se} or outsource the
processing to third-party processors.” :

A representative of [ } estimated “that switching from 4.75
mm to 5.5 mm wire rod would increase {their} costs to produce [ 1 inch wire by
approximately [ 196" due to the need to perform heat Zrea‘[ing.’3 “

(2) The Ability to Magsufacture New Wire Products

By using 4.75 mm wire rod, U.S, customers arc able to manufacture wire products
with their existing production equipment that they could not make using larger diameter wire
rod. For example, Charles Spittler of Cavert Wire testified:

4,75 wire rod also expands our ability to produce smaller diameter wire. With

4.75, we could use our draft machines to reduce down to 16-gauge wire,

which has a 0.062 inch diameter. In contrast, with 5.5 millimeter wire rod we

can only reduce down to 14-gauge wire, which has a 0.08 inch diameter. . ..

{Without 4,75 mm wire rod, we} have to buy and resell 16-gauge wire, which

is less profitable.”

In addition, the Presidents of [ 1 both reported

that, without 4.7 mm wire rod, they {

1.5 As another example, the President of [ ¥ reported that its use of
4,75 mm wire rod enabled the company “to expand into the { i inch wire market.” Id.
(Decl. of { ' i 94).

(3) The Ability to Improve the Quality of Wire Products

" Tr. at 146-147 (Heileg).
* Exhibit 5 (Decl. of | 7 at §5).
5 Tr. at 150 (Spittler).

% Exhibit 5 (Decl. of [ ]at 43; Decl. of |
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U.S. customers are also able to improve the quality of their produets through the use
of 4.75 mm wire rod.>” On this point, ITW explained,

{U}se of 4.75 mm wire rod enables ITW to achieve a higher quality wire and,
in turn, finished product found in commercial construction applications. There
are two reasons for this. First, the risk of a defect in the wire increases with
ecach die added to the drafting process. Consequently, because fewer dies are
needed 1o reduce 4.75 mm rod to the desired wire size, use of 4.75 mm rod
reduces the potential for: defects in the wire. Second, the hardness {or
“tensile™) of wire increases as the wire s extruded, and harder wire is more
brittie. Consequently, because fewer extrusions are necessary to draw 4.75
mm wire rod down fo the desired wire size, the finished wire has a lower
tensile and is thus more pliable and less susceptibie to breakage.”®

Company officials of [ 1
reported that the use of 4.75 mm wire rod enabled them to satisfy their customers’ tensile

* In addition, the |

requirements for thin-gauge wire.
] explained, “{T}he only reason that 4.75 mm wire rod
was developed as a product was to increase | ]. A more |
1780
At the hearing, Petitioners disputed the advantages offered by 4.75 mm wire rod,
but their assertions are unsupported by the record and are inconsistent,
First, U.S. producers claimed that “{i}here is not an application in the United States
market that requires 475" This misses the point. We agree with U.S. producers that 4.75

mm rod is a substitute for 5.5 mm rod — “the majority diameter within the industry market of

the United States . .. "% As discussed above, the main benefits 0f 4,75 are that this diameter

T E.g., Tr. at 186 (Heileg).
%% Exhibit S {ITW submission),

5% g xhibit 5 (Decl. of [ 1 at 94; Decl. of |
| at 96,

% Exhibit 5 {Deck. of ] jat 4.

1 Tr. at 68 (Kerkvliet) {emphasis added); see afso id. at 70 {(Nystrom) (“{T}here are no applications that require
475 . ... {emphasis added).
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enables end users to significantly reduce their costs of production through less processing and
consumption of energy and materials, and to improve the quality of their wire products. In
addition, 4.75 mm wire rod enables some end users to produce wire products that they
otherwise could not make using their existing production equipment.

Second, Petitioners argued that using 4.75 does not enable end users to significantly
reduce their production costs. In particular, Petitioners’ counsel, Mr. Price, stated at the
hearing:

In the circumvention inguiry, . . . the Commerce Department actually

collected data, looked at some of the cost differences, both from a

manufacturing perspective of the rod, but also the wire drawing element and

the data is BPI but what comes out is that for the consumer, the cost difference
was very, very — the cost savings of using 4.75 was minimal.”

This assertion is inaccurate. DOC did not make any findings regarding the cost
savings realized by end users. Rather, DOC stated the following:

{We acknowledge that it may be less costly to draw 4.75 mm wire rod down

to narrower gauges of wire compared to larger diameters of subject wire rod,

but such impacts on the cost of production are properly evaluated under the
fifth criterion of the minor alteration analysis.

Although DOC stated that the costs related to downstream products using wire rod shouid be
evaluated under the fifth criterion of the minor alterations analysis, it did not address them in
that context.® When addressing the fifth criterion, DOC addressed only the costs to develop
~ and produce 4.75 mm wire rod. Therefore, to the extent DOC addressed the costs fo the
consumer, DOC “acknowledged” that “it may be less costly.” Thus, the characterization of

the savings as “minimal” reflects the opinion of Mr. Price, not a finding by DOC.

% Tr. at 70 {Price).

% Memorandum from Christian Marsh to Paul Piguado, “Final Results of Minor Alteration Circumvention
Inquiry on Carbon and Certain Alloy Steel Wire Rod With an Actual Diameter of 4.75 Millimeters {mm) to 5.00
mm” {A-201-830} (Sept. 24, 2012) (Exhibit 21},
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Furthermore, we note that Mr. Price’s opinion is contradicted by the defailed testimonials
provided by purchasers at the hearing and in written statements (see above and Exhibit ).

It is also worth pointing out the inconsistencies in Petitioner’s arguments with respect
to, on the one hand, the higher costs to produce 4.75 mm wire rod and, on the other hand, the
“minimal” cost-savings that resuit for purchasers from using 4.75 mm wire rod. Petitioners
explained that they do not produce 4.75 because it would be too costly to do 0. For
example, Nucor’s witness testified:

Having just eommissioned a mill recently when we evaluated sizes, quite

honestly we did not have requests for 4,75 millimeter but again it is something

that we can do, but again there is a tremendous cost associated with that wh 1ch
you need to be able to recover in terms of pricing.’

The fact that 4,75 is more costly to produce is inconsistent with Petitioners contention that
4.75 results in insignificant cost savings for users. The additional work performed by
producers to make wire rod at a diameter of 4.75 mm wire translates into less work for end
users to reduce the wire rod to the desired diameter of wire. Fhis, of course, means lower
production costs for the end user - as substantiated by the hearing testimonies of Charles
Spittler (Cavert Wire) and Bill Heileg (G3 Steel) and the fwelve statements on record from
U.8. purchasers.

Regardless of the outcome of the scope litigation, Deacero — the | ] exporter
of wire rod to the U.S. market — would continue to supply 4.75 mm wire rod if the order were
revoked because the product is attractive to U.S. consumers and U.S. producers are unable or

unwilling to make it.

S Trat73 & 75 {Nystrom}, 74 (Kerkvliet), 74 {Ashby).
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COMMISSIONER QUESTION #6:

COMMISSIONER KIEFF (page 213): “{I}f I get the gist of the cumulation arguments,
they at least hang to some significant degree on affiliated entities fike Arcelor. And
those affiliations that exist today existed during the last review and so in the post-
hearing if you could just explain either why, whether that is a fly in the ointment for the
reasoning you would like us to follow today, if so, explain it away.”

RESPONSE: ArcelorMittal Las Truchas’s affiliation with the ArcelorMittal Group is
not a central focus of the decumulation argument for Mexico. Rather, we raised this
affiliation fo demonstrate that the Mexican industry has changed fundamentally since the POI
and first sunset POR, such that Deacero is now the | 1 exporter of wire rod to the U.S,
market.

In the original investigation, the Commission received questionnaire responses from
two Mexican firms: Sicartsa — which accounted for | ] in the POI*®
and Hylsa (now Ternium). The ArcelorMittal Group, which operates wire rod facilities in the
U.S. (ArcelorMittal USA) and worldwide, acquired Sicartsa 2007.%  Because of its

affiliation with a U.S. producer, ArcelorMittal Las Truchas (the successor to Sicartsa) |

1.”° Ternium, meanwhile, acquired Hylsa in 2005 and |

71
I

Deacero did not ship wite rod to the U.S, during the POI (1999-2001) or first sunset
POR (2002-2007),” but was the [ 1 Mexican exporter of wire rod to the U.S. market

during the POR (2008-2013). Deacero, the { 1 wire rod producer in Mexico, accounted

% 1% Sunset CR at IV-31 n. 16,
1% Sunset Determ. at [i-1.
™ Foreign Producer Questionnaire Response of ArcelorMittal Las Truchas at 1111

" Foreign Producer Questionnaire Response of Ternium at 11-10 & II-12.
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for approximately [ 1% of wire rod imports to the U.S. during the POR.” Deacero is unlike
Sicarisa (zzow. ArcelorMittal Las Truchas) or Hylsa (now Ternium). For one, Deacero
predominantly produces wire rod to service its core business: steel wire and downstream
wire products (such as chain link fencing, barbed wire, and nails, among many others). For
another, nearly all of Deacero’s U.S. shipments consisted of 4.75 mm wire rod.

In short, the circumstances that existed during the original investigation and the first

sunset review no longer exist.

73 See Deacero’s Prehearing Br. at Exhibit 2 {(modified version of Table {-13 that includes imports of 4.75 mm
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COMMISSIONER QUESTION #7:

COMMISSIONER KIEFF (page 213): “{T}he last request for the post-hearing and
then I’}l he done for the afternocon if that helps, is if you could also just be clear, is
anyone this afternoon, making a full negative argument rather than a decumulation
argument? And if so, please say some more about that in the post-hearing so that we
don’t lose track of it if you want us to keep track of it.”

RESPONSE: We are not making a cumulated argument in this sunset review. Forthe
reasons discussed in Deacero’s prehearing and posthearing briefs, the grounds for
decumulating Mexico are compelling. The record establishes that Mexican imports would
likely compete under different conditions of competition than the imports from the other
subject countries:

e Only the Mexican industry supplies 4,75 mm wire rod — a product that offers
significant benefits to consumers over 5.5 mm wire rod (the most common
diameter sold in the U.S. market), and was not made by any U.S. producer
during the POR;

e The Mexican industry’s capacity utilization was high during the POR.
Unlike the other subject industries, the Mexican industry does not have
“massive excess capacity” and its capacity utilization rate has increased since
the original POI;

» Mexican imports maintained a substantial presence in the U.S. market during
the POR — without any discernible adverse impact on the domestic industry;
and

» Mexican imports would have significant non-price advantages over the other
subject imports by virtue of Mexico’s proximity to the U.S. and close

economic ties with the U.S. under the North American Free Trade
Agreement.

The Commission should also consider that, whereas Mexican firms accounting for
[ 1% of the industry’s production responded to the foreign producer questionnaire,
producers in Brazil, Indonesia, and Moldova failed o respond. As a result, the Commission
has inadequate information for these subject industries, and Petitioners urge it to apply

adverse facts available (“AFA™) to fill in the gaps.”™ It would be patently unfair to cumulate
£3p P

- 'N"Sel? Wi\}ey Rein thearing Br.at 6,8; Kciiey[}ryepreheapiﬂg Br, at3'}';T;" at249(Pickar£i). TSRO
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Mexico under these circumstances. The “facts available™ and AFA provisions are meant to
encourage participation. In a proceeding with multiple subject countries, that incentive could
be chilled if respondents know that their efforts to participate and provide information wili be
nuilified by uncooperative respondcms in other subject countries. Cumulation that extends
the application of AFA (or even facts available) to cooperating subject industries is bad
policy, and could “unreasonably assign culpability to imports that are not likely to contribute

to. .. material injury.””

. ?:S'Nzacor Cﬂrp;-v.---UnitedSrwes, 601 F.34 1261, 1.296.@:6@'_@;1-' DOBOL. -
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COMMISSIONER QUESTION #8:

CHAIRMAN WILLIAMSON (pages 213-215): “Thank you. I want to ask a couple of
questions on decumulation and I"m net sure if they are quite the same guestions as
Commissioner Kieff or Not but 1"m going to ask them. At least with Deacero, the
argument with the on-going anti-circumvention litigation is a condition of competition
that supports decumulation from Mexico, however the analysis is whether upon
revocation, Mecxican wire rod is likely to compete under different conditions of
competition than wire rods from other countries. Can you explain how the litigation
supports decumulation under that analysis?”

RESPONSE: In Section IILA of Deacero’s posthearing brief, we discuss why
significant differences in the conditions of competition support decumulation of Mexico. The

Commission has broad authority under the statute in deciding whether to exercise its

6

discretion to cumulate in a sunset review.”” Even where the subject imports meet the

statutory elements of cumulation set out in 19 U.S.C. § 1675a(a)(7), the Commission still has

discretion not to cumulate them in a sunset review.”” Accordingly, the Commission can
consider other factors beyond its traditional “reasonmable overlap of competition” and
“differing conditions of competition” analyses.

In this case, the ongoing litigation addressing the scope status of 4.75 mm wire rod —
the | 1'size of wire rod exported from Mexico during the POR ~ is a relevant
consideration that further supports decumulating Mexico. Failure to decumulate Mexico
would inextricably link the Commission’s final determinations for all six subject countries
with the litigation concerning imports of 4.75 mm wire rod from Mexico.

The Court of International Trade (“CIT”) made a similar observation in Usinor
Industeel, S.A. v. United Srates_, 26 C.LT. 1402, 1408 (2002) (“Usinor III"). In that case, the
CIT remanded a cumulated final sunset determination back to the Commission for
reconsideration based on a decision by the Court of Appeals for the Federal Circuit (Duferco

Steel, Inc. v. US., 296 F.3d 1087 (Fed. Cir. 2002)) that resulted in the reclassification of

" Nucor Corp. v. United States, 601 F.3d 1291, 1298 (Fed. Cir. 2010} {interpreting 19 U.S.C. § 1675a(a)}(7}).
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certain imports from one of the subject couniries (Belgium) as nonsubject. Because the
Commission’s original determination relied upon data that now included nonsubject imports,
the CIT remanded the detez‘m%n_a{ion and instructed the Commission to review the data
without consideration of the nonsubject imports. The court also instructed the Commission o
reconsider whether Belgian imports should be cumulated with other subject imports and

review the effect of the Duferco ruling on the broader cumulated determ ination.”®

_ m{d B AT, o e e e e e e e e e e e e L e e
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COMMISSIONER QUESTION #9:

COMMISSIONER PINKERT (pages 188-189): “Thank you, now let's look at the flip-
side of what might appear to be chronic vulnerability on the part of the domestic
industry and that is the testimony we heard earlier today about uneconomic increases in
capacity in the subject countries. I know that the exhibit that was offered on the subjeet
is confidential and you may not be able to comment on that exhibit in a public hearing,
but if there is anything you can say, cither here or in the post-hearing about this
argument about uneconomic increases in capacity, I think it would be very helpful to
us.”

COMMISSIONER JOHANSON (pages 226-228): “Thank you Mr. Chairman and this
question is for the Daecero witnesses. Can you all explain now or in a post-hcaring brief
what exactly is happening with the Saltillo plant, because I"m hearing two different
things from when I look at the staff report and I believe the domestic industry™s briefs
and what you all have stated today. And when you all address it in your brief, I believe
it"s just in the footnotes, there is not a whole lot of meat there.”

[ 1]

“I"'ve been to Saltillo but it"s been a long time ago, [ did like it there but that was before
I was out of school, so 1 had no idea I would be here today talking about wire
production in Saltille, but if you can address this further in your post-hearing brief
becausc what I am reading, I''m hearing two very different discussions regarding what
is happening in Saltillo. It sounds to me from what you are saying once again that
Deacero will conceivably be pulling back on production of steel wire rod.”

CHHAIRMAN WILLIAMSON (pages 110-111): “Mexico's respondents addressed on a
footnote 90 of their brief some alleged capacity increases and this is on page 23 and 24
and I was wondering if anyone kas any response either now or post-hearing to that. If
you want to do it post-hearing, that's fine.”

RESPONSE: We describe Deacero’s production capacity for wire rod below.
Deacero does not have plans to expand its capacity to produce wire rod. In fact, Deacero
plans to phase down its production of wire rod at the Saltillo mill. Petitioners® assertions
regarding future expansions in Mexico are either inaccurate (in the case of Deacero) or wouid

be completed, if ever, well beyond the reasonably foreseeable future (| D.
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Deacero has two facilities where it produces wire rod; the Celaya mill and the Saltillo
mill.” The Celaya mill has four rolling fines, two of which can produce wire rod,* as
follows:

¢ Celayva mill §; On this rolling line, Deacero produces wire rod and coiled
rebar.

e Celava mill 1: On this rolling line, Deacero produces straight-length
rebar, This roiling line does not have the equipment to produce wire rod
{such as the finisher block, laying head, and cooling conveyer),”

o Celayamill 2: On this rolling line, Deacero produces wire rod and coiled
rebar,

e Celaya mill 3: On this rolling line, Deacero produces straight-length rebar
and merchant bars.** This rolling line alse does not have the equipment

needed to produce wire rod (such as the finisher block, laying head, and
cooling conveyer).

At Saitillo, Deacero has one rolling line on which it produces wire rod and coiled rebar.®?
Deacere’s reported capacity for 2013 (f 1 short tons) accounts for the average
production capacity for Celaya mill 0, Celaya mili 2, and the Saltillo mill ¥

Since 2008, Deacero has had only one capacity expansion related to wire rod.®® This
was the addition of Celaya mill 0 in January 2013, which has an overali rolling capacity of
approximately 500,000 tons for wire rod and coiled rebar.®® The average production capacity
for wire rod associated with Celaya mill € is fully accounted for in Deacero’s reported

average production capacity for 2613 ([ ] short tons).

* Foreign Producer Questionnaire Response of Deacero at I-2. See also Deacero Section D Response (A-201-
B30) (Feb. 27, 2014) at D-3 {(Exhibit 22}, :

% T, at 139 (S. Gutierrez).
¥ Tr, at 139 (S. Gutierrez).
% Tr, at 139 {S. Gutierrez).
¥ Tr. at 139 (S. Gutierrez).
% Foreign Producer Questionnaire Response of Deacero at 1112,

8 Tr. a1 140 (S, Gutierrez).
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Deacero does not have any plans to expand its wire rod production capacity in the
future.’” To the contrary, Deacero’s “next steel investment wiil be to convert the wire rod
capacity at {its} Saltilio {mill} to SBQs, special bar quality, to meet Mexican demand, which
currently relies on imports.”® In this regard, Deacero’s CEO testified

Mexico is importing about 700,000 tons a year of bars, specialty bars, SBQs

because there is no production in Mexico. So we want to convert that mill to

SBQs okay.gg
We provide an internal Deacero study regarding this project — which will convert the Saltillo
miil’s production to SBQs incrementally — in Exhibit 23.

Petitioners’ claims that Deacero plans to expand its capacity to produce wire rod are

inaccurate. First, citing the Staff Report, Petitioners contend that Deacero intends to add |

}99 ‘This expansion, however, refers to the addition of Celaya
mill 0. As discussed above, this rolling mill fine was completed in January 2013, and the
average production capacity for wire rod for Celaya mill 0 is already reflected in Deacero’s
reported total average production capacity for 2013 {[ | short tons).
Second, Petitioners contend that Deacero ™[
P!
This project, however, has already been completed and is unrelated to wire rod. The rolling
mili was constructed in Ramos Arizpe, Coshuila. As Deacero’s CEO explained:
We have a third steel mill in Ramos Arizpe, which began operation in 2012.

This facility is dedicated to producing merchant bars and I-beams. There is
growing demand in Mexico for these products and insufficient supply from

7 7y at 140 (S. Gutierrez); Foreign Producer Questionnaire Response of Deacero at I3,
8 e at 140 (S. Guticrrez), 227-228 {S. Gutierez).

¥ Ty, at 227 (8. Gutierrez).

% Kelley Drye Prehearing Br. at 30 {citing CR at IV-43).

"'91'5(81'?&}’“@?5?8 Prehearing"Br:at-3-8-{citing-C‘R"at"-I-VﬂiS-=n:§4}.- e e e e e e e e e e e e e
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domestic mills. W{;: cannot produce wire rod at this mill because we don’t
have the equipment.”

The Ramos Arizpe facility is the new facility referred to in the confidential articles provided
in Exhibit 9 of Kelley Drye’s prehearing brief (references to Ramos Arizpe and Coahuila), as
well as in the Prehearing Staff Report (at {V-43 n.14). In Eihibit 24, we provide a copy of
Deacero’s official press release (English version) concerning the Ramos Arizpe facility, as
well as an article regarding the facility.

The Staff Report also notes Petitioners’ claim that “Deacero completed the
construction of new wire rod mini-mill in Saltillo, Mexico in 2011, with annual rolling
capacity of 800,000 to 1 million tons per year.“93 The article Petitioners cite in support for
this claim, however, is referring to Deacero’s new facility in Ramos Arizpe, Coahuila,
described above. The new Ramos Arizpe facility is located within a few miles of the Saltillo
mill* Again, the Ramos Arizpe facility is “dedicated to merchant bars and {I} beamsand . .
195

. cannot make wire rod.”

Lastly, Petitioners contend that a Mexican firm by the name of “]

7P As Petitioners themselves note, however, construction of
this rebar/wire rod plant has not even begun. Thus, if construction even oceurs, it would

hardly constitute an expansion of wire rod capacity in the reasonably foreseeable future.

%2 Ty, gt 139-140 {S. Gutierrez); see also Tr. at 189 (E. Gutierrez} (*{Iin Ramos Arizpe we installed a new
rolling mill to do {merchant} bars and structural, With a capacity of 500,000 tons per year, that cannot and will
not produce wire rod.™),

% PR at 1V-43 n.14; see afse Kelley Drye Prehearing Br. at Exhibit 9 (Deacero Steel Long Products Guipul to
Reach 4 Miifion Tons Per Year By 2011}

* tr.at 227 (S. Gutierrez),
% . at 227 (E. Gutierrez).

% Kelley Drye Prehearing Br. at 30 {mtmg Exhibit 9, Steel Business Briefi ng, New Induction mill builder |

~targety Americas, Mexico, Mar, 27, 2014).
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g

In sum, | L !

and Deacero plans to reduce wire rod capacity. Thus, there will be no capacity expansions in
Mexico within the reasonably foreseeable future — let alone “uneconomic increases in

capacity,”

o TR BTN, oo os i e e e e e it e e e L e e
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COMMISSIONER QUESTION #10:

COMMISSIONER BROADBENT (pages 234-235): “Back to this legal question again,
the petitions are arguing that the Commission has a legal obligation to treat 4.75
millimeter wire rod as subject merchandise. I just wanted to make sure I understand
what your position is. Do we have to treat this as subject or not?”

RESPONSE: Although we agree with the Department of Commerce’s (“DOC”) |
remand decision, in which DOC concluded that 4,75 mm wire rod is nonsubject merchandise,
we do not believe that the Commission is legally required to follow that decision until it is
afﬁrr;aed by a court. As discussed below, we believe that the circumstances undetlying
Diamond Sawblades Mfrs. Coal. v. United States, 626 F.3d 1374 (Fed. Cir. 2010) (“Diamond
Sawblades V) are distinguishable from the facts concerning 4.75 mm rod presented in this
case. However, even if the Commission considers 4.75 mm wire rod to be subject
merchandise, the order on Mexico should still be revoked.

The Diamond Sawblades V vuling provides that in certain limited circumstances,
determinations by the Commission on remand — prior to being affirmed by a court — will be
binding.”® The Court found that for purposes of issuing antidumping orders, 19 U.S.C.
§ 1673d(d) requires the Commission to notify DOC of its remand determination prior to it
being affirmed by a court, and this notification triggers DOC’s duty to issue antidumping
orders. While an argument could be made to extend the reasoning of Diamond Sawblades V
to the present case ~ to argue that DOC’s remand decision is currently binding on the
COmmission — Deacero does not believe Diamond Sawblades V extends that far. The CIT in
NSK Corp. v. United States, 794 F. Supp. 2d 1374, (Ct. Int’] Trade 2011) (“*NSK™) indicated
that Diamond Sawblades V was limited in application to those specific facts concerning the

issuance of antidumping orders, and particularly the fact that strict statutory guidelines and

e ---------?‘i-See-Diamwrd Swlades VB0 F, B Q0138 d. e oo s et L

30



PUBLIC VERSION

timeframes applie«:ﬂl.99 In the present case, therefore, absent a clear statutory directive with
respect to the implementation of seope rulings, we do not consider that Diamond Sawblades
V can be used to create a general rule that government agencies are required to follow remand
determinations before they have been affirmed by a court.

To be clear, DOC’s remand decision would become binding on the Commission if it

is affirmed by the CIT, even if DOC or Petitioners intend to appeal that decision to the

Federal Circuit. The Court of Appeals has rejected arguments that CIT decisions do not
“exist” until the time for appeal expires and has confirmed that a decision “issues” when

judgment is entered.'® The CIT took this approach where a scope ruling (affirmed by the

Federal Circuif) affected the data set relied upon in a sunset review determination; the CIT.

found that the ruling was binding and therefore remanded the determination for

141

reconsideration, notwithstanding the possibility of further review.” Moreover, Diamond

Sawblades V held that it is “plainly wrong” to argue that an affirmative determination on

remand is not a “final determination” simply because it is subject to further judicial review.'”
The only way parties can avoid an affirmative CIT judgment going into immediate effect
pending appeal is by scéking a stay.'”

In any eveni, even if the Commission considers 4.75 mm wire rod to be subject

merchandise, the order on Mexico should still be revoked. The fact that the majority of

* Id. at 1376-77, 1379,

"0 See Timbken Co. v. United States, 893 F.2d 337, 340 n.6 (Fed. Cir. 1990); Melamine Chemicals, Inc. v. United
States, 732 ¥.2d 924, 934 (Fed. Cir. 1984); Smith Corona Corp. v. United States, 915 F.2d 683, 688 (Fed. Cir.
1990} (indicating that a decision of the CIT is of controlling effect when rendered). Petitioners’ reliance on
Timken is misplaced. Kellcy Drye Prehearing Br. at 25-26. Timken held that an appealed CIT decision is not a
“final court decision” within the plain meaning of 19 US.C. § 1516a(e). Timken, §93 F.2d 337, at 339. That
provision is not implicated in this sunset review. In Diamond Sawblades ¥, the court clarified that the reasoning
in Timken cannot be extended to other statutory contexts. 626 F.3d at 1382,

1 See Usinor Industeel, S A. v. United States, 26 CLF. 1402, 1406 (2002).
192 Bicamond Sawblades V, 626 F.3d at 1382.
193 Soe C1. Int’] Trade, R. 62; NSK Corp. v. United States, 431 Fed. Appx. 910 {Fed. Cir, 2011); Heartland By-

Producis, Inc. v. United States, 223 F. Supp. 2d 1317, 1332-33 {(,1 Int’{ Trade 2{){)2), Deermg Mifliken, Inc. v.

-Fed: Trade Comm n,-647-F 241124, 11204D:C. Cir. 1578} -
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Mexican imports during the POR ~ 4.75 mm wire rod - are currently subject to scope
litigation strongly supports a decumulated analysis of Mexico. Under a decumulated
analysis, the record contains affirmative evidence that revoking the order on Mexico would
not be likely to cause material harm to the U.S. industry. From 2009-2011, Deacero shipped
substantial quantities of 4.75 mm wire rod to the United States without any constraint from
an antidumping order and without any discernible adverse impact on the domestic industry.
As set forth in Deacero’s briefs and noted repeatedly during the hearing, 4.75 mm wire rod:
(1) is a substitute for the most common diameter (5.5 mm) of wire rod sold in the U.S.
market; (2) offers wire rod users significant benefits over 5.5 mm wire rod; and (3) is a
product that U.S. producers are unable or unwilling to make. If the order were revoked,
Deacero would continue to supply 4.7 mm wire rod to the U.S. market. Therefore,
Deacero’s supply of 4.75 during the POR demonstrates its behavior and impact if the order
were revoked. Because imports of 4.75 mm wire rod did not harm the U.S. industry during
the POR, there is no reasonable basis to conclude that imports of wire rod from Mexico

would materially harm the industry in the future in the event of revocation.
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UNITED STATES DEPARTMENT OF COMMERCE

Case No. A-201-830

Total Pages: 308

Administrative Review

for the Period 10/01/12 - 09/30/13

AD/CVD Operations Office Il

Business Proprietary Information has been ranged or deleted in the
narrative response on pages A-4— 6,810, 13, 15, 17, 25 - 33,
36, and 38; and in Exhibits A- A-1 — A-6, A-9 — A-16, and A-20.

PUBLIC VERSION

IN THE MATTER OF:

CARBON AND CERTAIN ALLOY STEEL
WIRE ROD FROM MEXICO

RESPONSE BY DEACERO S.A.P.I. DE C.V. AND DEACERO USA, INC.
TO SECTION A OF THE ANTIDUMPING DUTY QUESTIONNAIRE

David E. Bond
Jay C. Campbeli
Ting-Ting Kao

WHITE & CASE, LLP

701 Thirteenth Street, NW
Washington, DC 20005-3600
(202) 626-3600

January 17,2014 Counsel to Deacero S.A.PL de C.V, and
Deacero USA, Inc.

WASIHENGTON 2332503 200



I, Luis Eugeriic Leal Rangel, Institutional Relations and Trade Affairé Manager, currently
employed by Deacero SAAP.L de C.V,, ceriify that | prepared or otherwise: supervised: the
preparstion of the altached Response fo. Saction A of the Antidumpirig Questivrinaire, fied an
danuary 17, 2014, pursuant to the Administrative Review for the period October 1, 2042 -
September 30, 2013, under the Anfidumping Duty Order of Carbon and Certain Alioy Steel
Wire Rod from. Mexico (Case Number A-201-830). 1 certify that the pubilic. information and
any business propdetary information of Deacero S.AP.L de C.V. gontained in this submission.
is accurate and complete to the best of my knowledge. 1 am aware that thie information’
contained in this submission may bie subject to verification 'or corroboration {as appropriate)
by the U.S. Department of Commerce. 1 am also aware that U.8. Jaw (including, but not
fimited to, 18 LLS.C. § 1001) imposes criminal sanctions on individuals who kinowingly and
willfilly make material faise statements to the U.S. Government. In addition, F.am aware that,
gven if this submission may be withdrawn from the record of the antidumping proceeding, the
U.S. Department of Commerce may preserve this submission, including a business
propretary submission, for purposes of determining the accuracy of this ceriification. 1 certify
that a copy of this signed certification will be filed with this submission to the U.8. Deparirhent
of Commerce.

- Signature: &&= _ _
Luis Eugenio Leal Rangel

Date: January 16, 2013

Ay, Vireo Cérdenas 2333 Colonia Vaile Orfente, San Pedro, Garza Garcla, Nusvo Latn, $éxice C.P. 66269
T Telblonn (815 83681700 ex. 1100 Fax (5Ty 53051508 Witkico 61 ST 51 SI00 T USKA 1 S0 DEACERD
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on the prices you charge to yonr U.S. affiliate) of the product as imported into
tbe United States, and not as the further processed product.

ANSWER: The requested chart setting forth the quantity and value of Deacero’s sales
and entries of wire rod during the POR is provided in Exbibit A-1. All of Deacero’s sales in the
United States of wire rod were invoiced by Deacero USA, its U.S. affiliate, and are presented in
the chart as “constructed export price” sales. Another U.S, affiliate, Mid Continent Steel &
Wire, Inc. (“Mid Continent™), sold steel nails in the PQR that were manufactured with wire rod
prodt;ced by Deacero. Consequently, the quantity and value chart includes sales of further
manufactured merchandise. For these sales, Deacero reports the quantity and value of the
product as imported info the United States — not the further processed product, as instructed.

In the home market, Deacero sold wire rod fo unaffiliated and affiliated parties. In the
chart in Exhibit A-1, Deacero has separately reported the quantity and value of these sales. All
sales to affiliates were made to Deacero sales personnel for marketing purposes; Deacero sales
personnel did not resell wire rod during the POR.

Deacero also made home-market sales of wire rod through an affiliate, Aceros

* \ Nacionales, S.A. de C.V. ("ANSA™). Because ANSA sold the merchandise to upaffiliated

home-market customers, Deacero includes ANSA’s sales in the total quantity and value reported
for sales to unaffiliated customers in Exhibit A-1. In turn, to avoid double counting, Deacero’s
sales to ANSA are not included in the total quantity and value reported for sales to affiliated
home-market customers., ANSA’s resales will be reported in Deacero’s Section B database.

| As indicated in the chart, the value of all sales and entries ig reported in U.S. dollars and

quantity is reported in kilograms (“"KG”).

A3
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(ﬁ' ves page (T of Exhibit g-

UNITED STATES DEPARTMENT OF COMMERCE

Case No. A-201-830

Total Pages: 876

Administrative Review

for the Period 10/01/12 - 09/30/13

AD/CVD Operations Office I

Business Proprietary Information has been ranged or deleted in the
narrative response on pages B-3 -4, 8- 10, 1516, 18 - 19,22, 25,
31-33,35-37,46 47, 50, 54, C-6,9— 13, 19, 26, 39, 41, 43 — 44, 46,
48,55, D-3,6-9, 14,17, 21,28 - 29,31, 36 - 37,41, 48; E-4- 6,9 13,
17— 20; and in Exhibits B-1 - B-16, B-18 - B-23; C-1 ~ C-21;

D-1,D-4 —D-22; and E-1 ~ E-8.

PUBLIC VERSION

IN THE MATTER OF:

CARBON AND CERTAIN ALLOY STEEL
WIRE ROD FROM MEXICO

L I NI e

RESPONSE OF DEACERO S.A.P.L DE C.V. AND DEACERO USA, INC,
TO SECTIONS B — E OF THE ANTIDUMPING DUTY QUESTIONNAIRE

David E. Bond
Jay C. Campbell
Ting-Ting Kao

WHITE & CASE, LLP

701 Thirteenth Street, NW
Washington, DC 20005-3600
(202) 626-3600

February 27, 2014 Counsel to Deacero S APIL de C.V.and
Deacero USA, Inc.

WASHINGTON 134275] (2K}
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EXGELENCIA EN GALIDAD

|, Luis Fugenic Leal Rangel, Institutional Relations and Trade Affairs Manager, currently
employed by Deacero S.AP.L de CV,, certify that | prepared or otherwise supervised the
preparation of the altached Response o Seclions B — b of the Antidumping Questionnaire, "
filed on February 27, 2014, pursuant to the Administrative Review for the period October 1,
2012 - September 30, 2013, under the Antidumping Duty Order on Carbon and Certain Alloy
" Steel Wire Rod from Mexico (Case Number A-201-830). | certify that the public information
and any business proprietary information of Deacero S.AP.L. de C.V. contained in this
submission is accurate and complete {o the best of my knowledge. | am aware that the
information contained in this submission may be subject to venfication or corroboration (as
appropriate) by the U.S. Department of Commerce. | am also aware that U.S. law (including,
but not limited to, 18 U.S.C. § 1001) imposes criminal sanctions on individuals who knowingly
and willfully make matenal false statements to the U.S. Government. in addition, | am aware
that, even if this submission may be withdrawn from the record of the antidumping proceeding,
the U.S. Departmeni of Commerce may preserve this submission, including a business
proprietary submission, for purposes of determining the accuracy of this certification. | certify
that a copy of this signed certification will be filed with this submission o the U.S. Department
of Commerce.

Signature: =
Luis Eugenio Leal Rangel  °

Date: February 27, 2014

Telgfono {§1) B368- 1100 ext. 1108 Fax (§1) 8368.1268 México 01 800 331 5700/ LSA 1 800 DEACERO



UNITED STATES DEPARTMENT OF COMMERCE

Case No. A-201-830

Total Pages: 876

Administrative Review

for the Period 10/01/12 - 09/30/13

AD/CVD Operations Office III

Business Proprietary Information has been ranged or deleted in
Exhibits B-1 - B-16, B-18 ~ B-23; C-1 - C-21;

D-1, D4 ~D-22; and E-1 ~ E-8.

PUBLIC VERSION

IN THE MATTER OF:

CARBON AND CERTAIN ALLOY STEEL
WIRE ROD FROM MEXICO

s o L

EXHIBITS ACCOMPANYING RESPONSE OF DEACERO SAPLDECYV.
AND DEACERO USA, INC.
TO SECTIONS B — E OF THE ANTIDUMPING DUTY QUESTIONNAIRE

VOLUME 1

David E, Bond
Jay C. Campbell
Ting-Ting Kao

WHITE & CASE, LLP

701 Thirteenth Street, NW
Washington, DC 200035-3600
(202) 626-3600

February 27, 2014 Counsel to Deacero S.APL de C.V. and
Deacero USA, Inc,

WASHINGTON 2342761 (2K}
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SECTION B EXHIBIT LIST

Printout of Home Market Sales Database\> eﬂ““" repo f‘-f-l:! .ra.fa
Sales Reconciliation O\E‘ w:u Pod 14 M éxico
Reporting of Seiling Expenses

SQH - Internal Standards for Surface Defects and Decarburization

RESIDH - Chart of Specification/Grade Combinations for Maximum Total Residual
Content

CUSCODH — List of Custorner Codes

CCUSCODH — List of Consolidated Customer Codes

PAYTERMH — List of Terms of Payment

BILLADJH -~ Sample Billing Adjustment Documentation

EARLPYH - Sample Early Payment Documentation

OTHDIS(1-0)H - Sample Other Discount Documentation

INLFTWH ~ Worksheet Calculation

WAREHSH — Worksheet Calculation

INLFTCH ~ Sample Calculation

COMMEY SELAGENH — Selling Agents

COMMH — Sample Documentation for Per Unit Commission Expense

CREDITH - Interest Rate Support

LATEPAYH — Worksheet for Customer-Specific Factor Calculations

INDIRSH — Worksheet Calculation

INVCARH — Average Inventory Twmover

PACKH — Worksheet Calculation

SAMPLEH — Documentation for One Transaction

WARRH — Documentation for One Transaction

WASHINGTON 2328418
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CCUSCODH - Consolidated Customer Code
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BENEFITS OF USING 4.75 MM WIRE ROZ?; INSTEAD OF 5.5 MM WIRE ROD

PUBLIC VERSION

BENEFIT OF GUSTOMER STATEMENT
USING 4.75 WM
WIRE ROD:
1} Ergiuction [ |, President { { } President of
aquipmentican 1 stated: and Co-owner of il ] stated:
be used fo-make | siated: sated:
praducts with Forour | “Usirgy B.8. mim wire rod, we can draw down
4,75 mm wire “8\je cannot draw 5.5 mm I fof{  Hech wire, but that Is the lovesr
rod that cannot wire rod down o f i Emift.. Our purchase of 4.75 mits witg rod from
be made with wire...{Bjefore we began Dedcerc has enabled {us} fo expand info the
5.5 mm wire rod: pirchasing 4.76 mm wire rod, [ Jinchwire markel Affhough
: I f | Consequently, hefore  { theorefically we cotld buy & new draft
we were able fo{ maching that would enable us to draw down
fof  Jinch wie using 5.5 mm wire rod,
| With 4.75 mm the cost of & new maching (approximalely $
wire rod, we can draw dovn | Instead, we T would be prohibifively expensive.
of Twire infemally - | hadilof Lanseguently, if we were unable {o purchase
at a huge cost savings. # we 4.75 mim wire rod, we would have fo withdraw
use an pufside drawer for | fromithe[  [inch wire markel”
fwire, #costs us .
roughly $f  Jperton($f ] Since we began lo purchase
for shipping back and forih, 4,78 mm wire rod, we have been
and $f  ]or conversion abla to more efficiently ulilize our
costs). in contrast, using 4.75 | production sguipment”
i rod, #costs us only 8 ]
fo$f }alonto producs |
: Jwirs infernally.”
2} Using 4.75 [ [ 1. President of f i
i wire rod | stated: ) Istated:
enables stated: }stated:
customersito “fihen we start with 4.75 mm wire “One atvantays is that by slarting with 4.75
achieve phiysical | rod, which requires fower “4.75 mm wire rod aflows us “{Ujaing 4.75 mm wire rod affows | i wire rod, we gel the physical praperties
characterstics sxtrusions, we are ableto | fo producs wie renging from 1 us bo produce wire al low fensife | we need i our wire product without
in: finished: { HNof  lnpchand s § rangesrequired by our } in fact the only reason ihat 4.75
pradacts that L inaddition, wo are gble | meel the customers' tensife customers that purchase [ ] 1 mem wire rod was developed as a product was
are not possitle | lo achieve 2 more accurele fensile raguirements {lesz than inch wire... Using 4.75 mim wirg fo incrsase | 1 Amoref
with 5.5 mm {hardness) in our nished product H jESiforf  }inch rot). we can produce low-gatige
wire rod: - when we use 4.75 mm rod. With wire and lpgs than | } wire with less drawing, which I el
: more exfrusions, the fensie of the PSiforf  [Jinchwire). enables us fo produce wire at the o determine the foss of |
wire increases, which means that Even though we could, In fow fanisite ranges required by
the wire js more brilile and practice. produce wire within oertain customers.”

susceplible to breakage. By usihg
4.7%5 e ared reducing the number
of extrusions, the wire produced has
& fower fensiie and is more pliable.
In tum, these more precise lensife
characieristics {

Jond
extend tooking fife.”

the same low gatige range
using 5.5 mm wire rod, we
wotdld niof be able to mest the
fensile requirements.
Conssquently, we cannot use
ESmmwierodasa
substifie for 4.75 mm rod int
our produciion of low-geauge
wire.”

)

Souroe: Deacero's Juy 22. 2011 Response al Exlbi 16.
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BENEFITS OF USING 4.75 MM WIRE ROD INSTEAD OF 5.5 MM WIRE ROD
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palenting is identified as
approximately{ - fperton.
Furiher, this cusfomer stafod that
¥

¥

three sleps, which is more
costly. Inthe first run frough
the draft machine, we could
draw 5.5 mm wire rod down i
H Finch wire. To draw
downlof  lnchwie from
that point we would heed o
parform heat treafing and
hen & secomd run Hirough the
draff machine. We eslimele
ihat swifching from 4.75 mm
{o 5.5 mm wire rod would
increass oy costs fo proguce
[ Jinchwire by
approximately {  Be."

e T
BENEFIY OF
USING 4.75 MM
WIRE ROD:
3) No heat ! [ { 1 G006 1, President of |
freatment | stated: { stated: }stated:
process s
required for 478 ; *The most imporiant advantage of | stated: “With 4.75 mm wire rod, we can 1 “Using 5.5 mm wire rod, we cannof produce
s wire rod sing 4.75 mm wire rod rather than produce wire to the desirad [ linehiof  }inch wire without
used forcorfain  § 5.5 mm orfarger wire rod is that “With 4.75 mm wirg rod, we fensile range without having fo patenting... Oufsourcing for patenting is
applications, f Joan draw the wie rod candrawdpwniof  Jinch | anneal, further reducing our expensive fireight phus palenting)...With 4.75
which down further withow having o wire in & single step: one production costs.” mim wire rod, iowever, fess reduction is
significantly subject it ko a heal freatment pass through the draff necessary o drawdownloaf  Jinchlo
reduces process {patenting for high carbon maching. Conversely, i { [linchwire. As aresuf, we are ablefo
customers: wire or annealing for low Larbon draw down fo the same wire progiuce wire in Bis range &t the required
gosts: wire), which is used fo resiore the oauge using 5.5 mim wire rod, fensiie strength vithout the need for

ductifily of wires.” The cost of we would need fo perform palenting.”

Scuroe Reacso's July 22, 2011 Responsa at Exhibit 15.
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BENEFITS OF USING 4.75 MM WIRE ROD INSTEAD OF 5.5 MM WIRE ROD
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BENEFIT OF CUSTOMER STATEMENT
USING 475 M8
WIRERQD -
4 Using 4.75 : { £ 1. President of 1 COOof{ i [ |
mim wire rod f T stated: ] slated:
achieves a- 1 stated: 1 i
manufaclefing sinted: “Biecause less dies are needed | “Using less dies enables ug lo constme fess j stated:
cost savings “ilsing 4.7% mm wice rod lowers to reduce 4.75 mm wire rod Io glechicity (hecause we are running less stated: stated:
because i | our energy costs as well as capitaf ‘e can identily advantages | 1he dosired size, we canuse less | blocks fo pull the rod through the dies) end “Using 475 mm
requires the use 1 costs by befler uliizing our whar we use 4.75 mm wire mofors (or blocks} in the drafiing | less fubricant (which is used to coof fherod in | “The use of fewer | f wire rod instead
of fower digs, equipment. We have machines regf o our [ I provess, which afiows us o save | each die). By using 4.75 mm wire rod we electric motors of 5.5 rm wire
uses less - drawing machine. On this alectisity. With 4.75 mmwire also have boen able 1o speed up production, | reduces our rod is more
slechicity and ] Wih 475 mmwire rod, we  § machine, we are abls fo red, we glso have more oplions and increase productivity.” efectricily bills® efficient and
fubricant, and dorrt hrave to use the [ reducetof  finonepass | inselecling from amang ourf ] and “jsing 4.75 saves on the cost
increases © uning 4.75 mn wire rod. in drawing machines, which gives o rod also of replacing dies
productivity: | fwsused 5.5 mm | conbrast, using 5.5 mm wire uis move fexbitty in the enables is fo as freguently as
wire rod, we wauld have lo liclide | fod we were only sbls o scheduflng of production and speed up woll as the
: at least ong eddiiional drawing biock | reducefof  jinonepsss. | malnlenanca.” oroduction and efoctricy and

on some of our mechines. In owr We are able fo fimit downtime Increase lubrivant reguirad

operafion this could affact as many | and Increase our outpid of throughput, which {0 operate the

asf Jmachings. This smail damaler wite using rosuls in cost dles.”

means thal, by using 4.76 mm wire | 4.79 mmwire rod. We aiso savings.”

fod rather than 5.5 mm wire fod, we 1 Dwer o sleciriclly usage

can drop | and the need to replace our F

das as oflen with this

{ }ean also rasult in
@ saving of f

Jneeded.

product.... f¥e have found
that there are advantages lo
using 4.7% mm wire rod fo
produce |

We have [

When we used 8.5 mm wire
rodon] Jofthese
machings, {

Jwe
pushed the wire rod 1o i1s
physicel firiis and
oxnetienced significant
breakags ... When we staried
usittg 4.75 mn wire rod, we
signifficantly reduced”
hraakage of the wire and
increased our cufput”

Siroe: Deacers July 22. 2011 Response at Extibit 16.
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‘McDermott
Will& Emery

Boston Brussei Chicago Ofsseiket Houston London Los Angeles deami Mian David J.Levina
Munich NewYork OrangeCounty Rome San Diego Silicon Valay Washington, D.C. Aftarmey at Law
dlavina@mwe.com
Stategic sllisnce with MWE China baw Uffices {Shangha) +1 202 756 8183
March 25, 2011
PUBLIC DOCUMENT

Case Number A-201-830

Total Pages. _6

Scope Inquiry {4.75 mm wire rod)
Office of AD/CVD Operations

The Honorable Gary F. Locke

Secretary of Commerce

Attn; Import Administration, Room 870
LI 8. Department of Commerce

H4th Street and Constitution Avenue, N'W.
Washington, DC 20230

Attn:  Melissa Skinner, Jolanta Lawska
Re:  Carbon and Certain Alloy Steel Wire Rod from Mexico
Dear Mr. Secretary:

On behalf of Ninois Tool Works Inc. (“ITW”), a U.S. industrial user of subject

" merchandise, we hereby respond in opposition to the requests of domestic wire rod proziucers

that the Department determine that 4.75 mm wire rod is within the scope of the above-referenced
antidumping order or, in the aiternati-ve, modify the scope of the order to include such wire rod
under the anticircuravention provisions of the antidumping statute.

ITW is a global industrial company that operates over 800 aiﬁ'erent businesses. Among

these are ones that produce various steel fasteners for automotive, commercial, and industrial

applications. To produce fasteners, ITW purchases steel wire rod, ranging in nominal size from

- 143 practice conducted thiough Hebem.wn Vil & Emery LLP.
§00 Thirteanth Streat, MW, Washington 0.C, 20006-3086 Telaphone: +1 202 756 8000 Facsimile; +4 202 756 8067 www.miwe.com



The Honorable Gary F. Locke
March 25, 2011

Page 2

4.75 1o 16.7 mm, and converts that rod into wire. As a major purchaser of wire rod, ITW is well

positioned to bring to the Department’s attention certain key facts:

4,75 mm gauge wire rod is not a vartant of larger-diameter rod, but rather is
separate and distinct from other gauge rod. After 4,75 mm, the next gauges are
5.5and 6.5 mm rod. ITW continues to purchase 5.5 and 6.5 mm rod from
domestic suppliers, as it has done historically.

ITW achieves significant manufacturing cost savings for certain applications by
using 4.75 mm wire rod. Wire rod is converted to wire in an extrusion process, in
which the rod is reduced incrementally as it passes through a series of dies ina
draft machine. Each die has an electric-powered motor (or block) that pulls the
rod through the die. By starting tbe process with 4.75 mm wire rod, ITW can use
fawer dies to draw down to the desired wire size. Specifically, as compared to
475 mm rod, ITW requires at least two more die stations for 6.5 mm rod, and one
or two more die stations for 5.5mm red, to reach the same desired wire size.
Consequently, by starting with 4.75 mm rod, ITW produces wire using fewer
motors, and thus consumes less electricity. Also, use of 4.75 mm rod enables
ITW to speed up production and increase throughput, resulting in additional cost
savings.

In addition to reducing wire manufacturing cost, use of 4.75 mm rod enables [TW
to achieve higher quality wire and, in tur, finished product found in commercial
construction applications. There are two reasons for this. First, therisk ofa
defectin the wire increases with each die added to the drafting process.
Consequently, because fewer dies are needed to reduce 4.75 mm rod to the
desired wire size, use of 4.75 mm rod reduces the potential for defects in the wire.
Second, the hardness (or “tensile”) of wire increases as the wire is extruded, and
harder wire is more brittle. Consequently, because fewer extrusions are necessary
1o draw 4.75 mm wire rod down to the desired wire size, the finished wire has a
lower tensile and is thus more pliable and less susceptible to breakage.

ITW would be more than willing to purchase 4.75 mm wire rod from domestic
producers if they produced this gauge, but they do not, nor have they offered to do
so at any time since ITW began purchasing 4.75 mm wire rod in 2009. ITW
understands and accepts that U.S. mills do not produce 475 mm wire rod because
1o do so they would need to invest in adding additional rolling stands to their mills
and slow their production processes. Moreover, in ITW’s experience, U.S. mills
do not like producing smat} diameter wire rod, which is costlier to manufacture;
most U.S. mills charge a premium even for 5.5 mm rod.




. The Honorable Gary F. Locke

March 25, 2011
Page3

The domestic producers chose not to include 4.75 mm wire rod in the scope of their
original petition, If they believe they are now being injured by allegedly dumped imports of this
product, they should file a new 'antidumping case. ITW does not believe that its Mexican
supplier is dumping, but stands réady to cooperate with the Department and the International
Trade Commission if such a case is filed.

Please contact us if you have any questions about this matter.

-~

Sincerely, \
X

David J. Levine
Raymond Paretzky
Counsel 1o Hlinois Tool Works Inc.

wheee 1991916 LOBOGEZ.0038




COMPANY OFFICIAL CERTIFICATION

1, Michael Lynch, Vice President, currently employed by 1llinois Tool Works Inc,
(“ITW™), certify that I prepared or otherwise supervised the preparation of the attached
" submission of ITW’s March 25, 2011 comments pursuant to the 4.75 mm scope inquiry of the
antidumping duty order on Carbon and Certain Alloy Steel Wire Rod from Mexico, Case
Number A-201-830, I certify that the information contained in this submission is accurate and
complete to the best of my knowledge. I am aware that the information contained in this
submission may be subject to verification or corroboration (as appropriate) by the US,
Department of Commerce. I am also aware that U.S, law (including, but not limited to, 18 U.S.C.
1001) imposes criminal sanctions on individuats who knowingly and wilifully make material
false statements fo the U.S. Govemment, In addition, ] am aware that, even if this submission
may be withdrawn from the record of the AD/CVD proceeding, the Department may preserve
this submission, including a business proprietary submission, for purposes of determining the
accuracy of this certification. I certify that I am filing a copy of this signed certification with this
subrmission to the U.S, Department of Commerce and that I will retain the original for a five-year
period commencing with the filing of this document. The original will be available for inspection
by U.8. Department of Commerce officials.

A 7&

Michael Lyngh |
Dae: . 2Y Awel 20/

WDCH? 1998105.1.006642.0038



LEGAL COUNSEL CERTIFICATION

¥, David J. Levine, with McDermott Will & Emery LLP, counsel or representative to Rlinois
Tool Works Inc. (“FI'W™), certify that  have read the attached submission of ITW’s March 25,
2011 comments pursuant to the 4.75 mm scope inquiry of the antidumping duty order on Carbon
and Certain Alloy Steel Wire Rod from Mexico, Case Number A-201-830. In my capacity as an
adviser, counsel, preparer or reviewer of this submission, I certify that the information contained
in this submission is accurate and complete to the best of my knowledge. I am aware that U S.
law (including, but not mited to, 18 U.S.C. 1001) imposes criminal sanctions on individuals
who knowingly and wilifully make material false statements to the US. Government. In
addition, | am aware that, even if this submission may be withdrawn from the record of the
AD/CVD proceeding, the Department may preserve this submission, including a business
proprietary submission, for purposes of determining the accuracy of this certification. I certify
that I am filing a copy of this signed certification with this submission fo the U.S. Department of
Commerce and that I will retain the original for a five-year period commencing with the filing of
this document. The original will be available for inspection by U.S. Department of Commerce
officials.

Q (

Signature: W

David J. Levine

Rl

Date:

WEIBY 19984851, (066420038



PUBLIC CERTIFICATE OF SERVICE
Carbon and Certain Alloy Steel Wire Rod from Mexico
Scope Inguiry

[ hereby certify that on this 25th day of March, 2011, I caused copies of the
annexed submission 1o be served on the following parties by first-class mail, postage
prepaid.

Daniel B. Pickard, Esq.
Wiley Rein LLP

1776 K Street, NW,
Washington, D.C. 20006

R. Alan Luberda, Esq.

Kelléy Drye & Warren LLP
3050 K Street, N.W.
Washington, D.C. 20007-5108

David E. Bond, Esq.

White & Case LLP

701 13th Strest, N.W.
Washington, D,C. 20005-3807

v t

P o TP

David J. Levine

WO 1998269-1,006647,0038
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Before:
The U.S. Department of Commerce
International Trade Administration
Import Administration, AD/CVD Office I

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830

Scope Inquiry (4.75 mm wire rod)
Statement of [ ]
1. My name is | 1. 1 am the Chief Operating Officer for [

], which is located in | ]. Poundedin| 1| ] used
to manufacture | 1. Today, we
manufacture [ ] operations. I have held my current position
with | Jfor{ 1 yvears, and have worked in the wire industry since | ]

2. Steel wire rod is the raw material used in the manufactare of wirg. The rod is reduced or
drawn to the desired wire size by pulling the rod through a series of dies in a draft machine. Our
draft machine has [ ] dies, each of which reduces the rod by approximately [ 1%. For each
die, there is a spinning block {or motor) that puils the rod through the die. Drafting is a cold-
forming process.

3. Wire rod is offered in a range of standard, nominal sizes. We used to buy 5.5 mm wire
rod exclusively, but switched to 4.75 wun wire rod supplied by Deacero after our previous
supplier, | 1, shut down its | ] plant. There are no wire rod sizes in between 4.73
mm and 5.5 mm.

4. Today, we consider Deacero’s 4.75 mm wire rod to be a critical raw material for our
business. The product has enabled us fo achieve significant savings in cost and enhance our
competitiveness, With 4.75 mm rod, it takes us one less draft (or die) to reduce to the same wite
gauges that we previously produced using 5.5 mm wire. Using less dies enabiles us to consume
less electricity (because we are running less blocks to pull the rod through the dies) and less
tubricant (which is used to cool the rod in cach die). By using 4.75 mm wire rod we have also
been able to speed up production, and increase productivity.

5 In addition, using one less draft has enabled us to produce wire to the desired tensile
range without having to perform additional annealing (or heat treatment). As wire is drawn
down (or elongated), its molecular stucture changes, and it becomes increasingly hard and
briitle. To correct for this, annealing is required to restore the wire’s original molecular structure
and make it less susceptibie to breakage. With 4.75 mm wire rod, we can produce wire o the
desired tensile range without having fo anneal, further reducing our production costs.

6. For the reasons described above, I estimate that using 4.75 mm rod instead of 5.5 mm rod
reduces our production costs by approximately {  1%.

PUBLIC VERSION
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7. We also have expanded capability with 4,75 mm rod. Using our four-hole draft machine,
we can reduce 5.5 mmrod downtoa[ J-gauge wire ([ ] inch) and 4.75 mm wire rod down
toa[ I-gauge wire (] Tinch)., Thus, we can produce lower gauge wire using 4.75 mm rod.
At the present time, we do not sell the lower gauge wire because our traditional business bas
been strong, and we do not have the extra capacity. However, it is nice to know that, with 4.75
mm wire rod, we have the capability to expand to the lower-gauge market if husiness conditions
change. Consumers of low-gange wire include merchant wire manufacturers, the hay baling
indusiry, and the construction industry.

8. 1 declare under the penalty of perjury that the foregoing is true and correct 10 the best of
my knowledge,

Daied: E?Dg_ad] 2 , 2011

Executed in | ]
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Befote:
The U8, Depatfment of Commenee
International Trade Administration
Inport: Administeation, ADICVD Office U1

Caibion and Certain Alloy Steal Wire Rod o Mexite:

C&se No; A-201-830:
mi-Clreomyention Tnguiry
Statenjenvof | i
L Mypameis| 1 Darithe] Jand] _ b
off Ylocated inr| 1
Previously, § was cmployed st [ in{ Tfor]
Tasai I
2. 1 ] sells wireod in nominal cross-sectional dismetersof 4775 v vp o
[ ) Webave[
1-
3. “Wepnrchase 4, 75 mm wirexod enly-from, Deacerss; and began 1o porchase this produet in
[ & Atthist ting, Several of | I
3. Inaddition, we gxphined the benefits of this product to several |
7 this product.
4,  ‘Whenlwas|
1
3 From | 1 Ihave an understanding of the
eﬁtsofnsxng4?5mmmreradffom{ Jare trying to.draw
witerod diowh to fine wire sizes. ‘The most important.advantage of usmg4 73 man wire rod
tather than 5.5 nim of larger wire rod is that [ 1 can draw the wire rod down further

without having to subject it fo 2 heat treatment process (patenting for high carbon wire-or
annealing for low sarbon wire), which is tised to restore the ductility of wires, Wite rod that has
a diameter of 5.5 mm must wndergo this heating process in order to draw down to these very fing
digmeters of wire. In contrast, 4.75 mm wire rod can be drawn directly down to these sizes wire.
The cost of patentinig is approximétely[ ] perton. {

]- In contrast, [ ~
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6. Asscond advantagie 0 using4.75 mm wire rod relates fo the-costs and efficiencies
gssociatel] with tooling and utilities. Diedwing dowii wirkrod generates heat and. Tequires energy:
Usiiig 5.5 mtnowite rod raftir fiend 015 min veird fod veqilseymbse diawing, thereby generating
morehigrt. This sddiftorsat Fenk, i by wears el The dlesmons quiickly antieguines them fobe
réplaced sooner. The additional-draving alserequires more) elenfricity-and Jubdeant because
eath dieviises iy elettiie motod Using 4,75 mm wirgrod instead'of 5,5 me wire tod fs more
affisient ésm‘i saves o thie cost of replacing dies as Fequently av well asthe electagity and

ived to aperaie thedies,
[ J arecymable to obtaind7S mm wire rod from U8, wire rod producers.
. , \ 4
Hovwrever,

. Fdeclare ander the pﬁnaityofwgmy that the foregoing 16 trite aid cerrect-to the best of

mylmowdedge: [ J

Dated: Tuly rs; 2011

Executed in { ]
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Before:
The U.8. International Trade Comnmission
Inv. Nos. 701-TA-417 and 731-TA-953, 957959, 961, and 962
Carbon and Certain Alloy Steel Wire Rod from Brazil, Indonesia, Mexico, Moldova, Trinidad
and Tobago, and Ukraine

Statement of [ i

1. My name is { }. Tamthe] Tand [
Jieff Tlocatedin { 1
Previously, I was employed at | Jin[ Jfori Jasa[

I

2. We purchase 4.75 mm wire rod only from Deacero, and began to purchase this product in
[ ] Atthattime, several of | i

1 In addition, we explained the benefits of this product to several {
] this product,

3 As of today we have not been able fo secure any 4.75 from any other mill and have
therefore lost the sales of this business at We often have conversations with these
customers about the retum of 4.75 to the market. Our reply has been hopefully soon we will be
able to offer this to you again buf no promises. In my last visit to(: e spoke of it
again, [ T tells me that he used way less tooling and had way less wire breaks while
using the 4.75 and would really like to procure it again. { asked him ifhe was able to purchase it
from other suppliers and he tells me that no other supplier he deals with can offer it.

4, I declare that the foregoing is true and correct to the best of my knowledge.

Dated: Apni 03,2014

Executed in [ i
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Before:
The U.S. Department of Commerce
Intemational Trade Administration
Import Administration, AD/CVD Office 111

Carbon and Certain Alloy Steel Wire Rod from Mexico -
' Case No., A-201-830

Scope Inquiry (4.75 mm wire rod)
Statement of | ]
1, My name is [ J. 1am the President of | . 1, & wire
producer located in [ J. 1have worked in the wire industry for [ ] years.

2, We produce and sell steel wire to companies that manufacture a wide range of products,
including nails, shopping carts, refiigeration grills, and display shelves, As President, I oversee
all of the company’s operations, including the purchase of hot-rolled wire rod, our primary input.
‘We purchase wire rod from domestic and international sources, including 4.75 mm wire rod from
Deacero 8.A., de C.V. (*Deacerc™).

3. Wire is produced by drawing steel wire rod through a hole in a die. 'Wire rod is sold in
standard nominal sizes. For over 30 years, the most common size for industrial quality wire rod
has been 5.5 mun (or 7/32 inch) in cross-sectional diameter, The smallest nominal size is 4.75
mm. To my knowledge, there are no nominal sizes sold in between 4.75 mm and 5.5 mm. For
exampie, I have never encountered 5.00 mmm wire rod in the marketplace.

4. I amn disappointed that U.S. producers are seeking to include 4.75 mm wire rod in the
scope of the antidumping dity order on wire rod from Mexico. For our business, 4.75 o wire
rod is an bmportant material input for which there are no substitutes. Qur draft machine has
[ 1 holes, which means we can draw down wire rod in{ ] passes. Using 5.5 mm wire
rod, we can draw down to | ] inch wire, but that is the lower limit. If we were 1o attempt to
- draw down any firrther, the steel would fracture. With 4.75 mm wire rod, we are able to draw
down te | Jinchin [ 1 passes without material fractore, Our purchase of 4.75 mm wire
rod from Deacero has enabled [ 1 to expand into the | ] inch wire market,
Although theoretically we could buy a new draft machine that would enable us to draw down to
[ ] inch wire using 5.5 mm wire rod, the cost of & new machine (approximsiely ${ D
would be prohibitively expensive. Consequently, if we were unable to purchase 4,75 mm wire
rod, we would have to withdraw from the | ] inch wire market. Our customers that purchase
[ } inch wire manufacture a variety of different finished wire products, including displays,

5. At the same time, we do not consider 4.75 mm wire rod to be a substitute for 5.5 mm
wire rod. For example, using 4.75 mux wire rod we are unable to produce | J inch wire {or
higher gauge) with the tensile strength required by our customers. To produce higher gange wire
at the required tensile strength, we nead to use 5.5 mun wire rod. Consequently, we cannot use
4.75 mm wire rod to produce any of the wire sizes we produce using 5.5 mm wire rod.
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6. I declare under the penalty of perjury that the foregoing is true and correct to the best of
my knowledge,

Dated: E‘Zﬁ , 2011
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Before:
The U.S. Department of Commerce
International Trade Administration
Import Administration, AD/CVD Office 11l

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830

Anti-Circumvention Inguiry

Statement of [ ]
I My name is T Tamthe[ Tof [

] cormmpany located in | 1
I have worked at | 1 for 28 years,
2. 1 ] produces and sells wire and wire products to customers for |
1 To produce these products, we

buy steel wire rod with nominal, cross sectional diameters from [ 1. We

have purchased 4.75 mm wire rod only from Deacero.

3 We began buying 4.75 mun wire rod from Deaceroin | 1 [

1. Instead, we quickly
realized that this product had distinct advantages, and that we could use this product differently
and with greater efficiencics than 5.5 mm rod.

4, First, we can identify advantages when we use 4.75 mum wire rod on our { ]
drawmg machine. On this machine, we are able to reduce to | ] in one pass using 4.75 mm
wire rod. In contrast, using 5.5 mm wire rod we were only able to reduce to | }in one pass.
We are able to limit downtime and increase our output of small dismeter wire using 4.75 mm
wire rod. We also lower our electricity usage and the need to replace our dies as often with this
product,

5 Also, we have found that there are advantages to using 4.75 mm wire rod to produce

[ 1 Wehave |
} When we used 3.5 mm
wirerodon{ ] of these machines, | 1, we pushed the

wire rod to its physical limits and expenenced significant breakage. Due to the stress put on the
wire during drawing, the wire can sever in the middle of the process. This forces us to untangle
the wire on the drawing machine, weld the ends together, and re-setup the drawing machine. As

aresult, this stage would sometimes create a bottleneck in our production of 1

*“When we started using 4.75 mm wire rod, we significantly rediiced breakage of the wireand
increased our output. Due to these advantages, we currently use primarily 4.75 mm wire rod on
these [ ] machines whenever it is available.

6. In our experience, 4.75 mm wire rods and 3.5 mm wire rods are not always
interchangeable. We cannot use 4.75 mm wire rod to produce wire for certain applications due
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_ tothe] ] Weusea|
I { Jusesa{
] When we are producing | Twire for [
] we cannot use 4.75 mm wire rod. For these products, [
]- Usingour [
] for two reasons. First, the |
] Also, the |
]
7 We find |

]

8. I declare under the penalty of perjury that the foregoing is true and correct to the best of
my knowledge.

Dated: July 18,2011

Executed int | 1
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Before:
The U.S. Department of Commerce
International Trade Administration
Import Admiaistration, AD/CVD Office 111

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830

Scope Inquiry (4.75 mem wite rod)
Starement of § i

1. My name is | }. I am the Scheduler and Steel Purchaser for |

Lal ] located i [ } We
smatiufachare | ] for antomotive, housing, and defense applications. ¥
have held my cuzrent positon with { ] for 20 years, and have worked for the comparny since
LI
2 As Steel Purchaser, I oversee our company’s putchase of steel wire rod, the raw material

used in the production of steel wire. We purchase steel wire rod in nominal, cross-sectional
Giamneters mnging from 475 mm to 9.5 mm. After 4.75 mm wire rod, the next highest nominal size
is 5.5 mm (which is equivalent to 7/32 inch). In all my years of purchasing wite rod, have not
encounteted an offer for wite rod in a nomiaal size of 5.0 mm.

3. We first purchased 4.75 mm wire rod from Tvaco, 2 Canadian wire rod manufacturer, in fuly
2003. A copy of out purchase order is attached to this statement. Ivaco stll offers 4.75 mem wice
rad today, but they generally charge an additional | 1 pet pound more for 475 tm than they
chasge for 5.5 mm, and they requite a minimum tonnage (ar least { ] tons). Most wire rod
mamufacturers do not produce 4.75 mm wire rod because it is significantly more cosdy to do so. By
produciag larger diameter wire rad, they can produce more tons per hour, spreading their costs over
a Jarger output.

4. We curently use 475 mm wire rod to produce spring wire for customers that make |

These customers tequite low-gauge wite, sanging from | Tinch o [ ] inch, for these
applications. Without 4.75 mm wize rod, it would be too costly for us to produce spring wire for
these applications and we would lose the business.

5. Wire rod is converted to finished wire of the desited size by passing the rod through a series
of dies in a draft machine, Witk 4.75 mm wite rod, we can draw down fo [ } inch wire in 2
stngle step: one pass through the draft machine. Conversely, to draw down to the same wite gauge
using 5.5 mm wire rod, we would need to perform three steps, which is more costly. In the fust run

the deaft machme, we could draw 5.3 s wire rod down to { ] iech wire. To draw
dovwn to | | mch wize from that point we would need to perform eat treating and then'z
second mun through the draft machine. chsﬂmatcthatswztchmgfrom4?5 mm 1o 5.5 mm wire

rod would increase our costs to produce | }inch wite by approximately [ Y

5. In addition to the sigﬂiﬁcaat cost savings, using 4.75 mm wite rod allows us to produce wire
at the low tensile ranges required by our costomers that purchase | Jinch to | ] inch wire.
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Tensile strength is 2 conical chamctedstic for wire, With excessive drawing, the wensile strength {or
hardriess) of the wire becomes too high, and the wire will become brittle and break. Using 4.75 mm
wire rod, we can produce losww-gange wire with less deawing, which enables us to prodoce wire at the
low tensile ranges required by cettain customers,

7. I declare under the penalty of pegjury that the foregoing is toue and cotrect o the best of my
knowledpe, :

Dated: e ch 2, 2011
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Before:
The 1.8, Dapariment of Commerce
Intemational Trade Administration
Import Administration, AD/CVD Office Ui

Carbon and Certain Alloy Stes! Wire Rod from Mexieo
Case No. A-201-830
Soape Inqulry (4.78 mm wire rod)

Statement of { ]
1, My name is [ } 1 am the President of | }, a wire drawing
operation located In | 1. | have warked for { } since the
company wes founded in [ 1, and | have served 4s Pragidant for the last{ ] yeers.
2. We have [ ] drawing machines, which we use to draw wire from stesl wire rod and (0
draw Intermediate wires down to smaller diameters. | ] We supply wire
to end users thet use wlre in | 1 We do not

perform eny heat reetmant on site,

3 Wa purchese wire rod in atandard, nominal sizes, including 4.76 mmand 5.5 mm. {am
nof aware of any sizes beiween 4.75 mm and 5.5 mm. To my knowledge, U.8. producers do
not offer wire rod In sizes below 5.8 mm. It I3 my undarstanding that U.S, mills da not have tha
rolling stands necessary {o produce wire rod in smallar diameters.

4, We buy 4.75 mm wire rod from Deacero for two reesons. First, 475 mm rod has
enabled us o expand our business into the production of [ linchto | ] inch wire,
Sacond, 4.75 mum rod helps us to save production costs,

8, Using 5.5 mm wire rod, we cannot produce { ] Inch to { ] inch wire without
patanting, Palenting is a heat freatment process thet restores the molecular struciure of a wire
back 10 that of e rod. Ag wire rod Is drawn down to & smelier diameter (o produce wire, the roed
is elongatad, and ite molecular strusture changes. With morse drawing, the wire becomes britlle
and has 8 propanaity to break, Patenting Is then necessary to restore the molecular struciure
8o thet it has a lowar tensile strength. Beceuse we do not hava petenting capability in-house
{nor do we want this capability bacause It invoives hezerdous matariais such es lsad), we would
need 10 hire an outsida company o do it (It Is my understanding thet many wire drawers are In
the same position of lacking the capabliity to patent in-housse.} Outsourcing for petenting is
expensive {freight plus patenting). Consequently, if we were limited ‘o uaing 5.5 mm wire rod,
our ¢osts would ba too high and we would not be eble to compate for wire business in the
[ jinohto| 1ineh range, for which we face forelgn competition,

B. With 4,78 mm wire rod, hawever, less reduction Is nacessary to draw downto e | ]
inch to [ jinch wire. As a rasult, we are able to produce wira in this ranga at the required
tensile sirength without the need for patenting. Becausa tha cost aavings we achleve threugh
the slimination of patanting are signifleant, the use of 4.75 mm wire rod hes enabled us to
expand our businass, selling lower-gauge wire ([ linchto [ Jinch} to tha |

1
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7. Although we cannot substitute 5,5 mm wire rod for 4.75 mm rod in the production of wire
inthe { Jinchto | | inch dismeter range, we do use both types of rod when producing
wire in tha | ] inch to | ] inch diamater range, depending on availebility. Here, too,
however, 4.75 mm rod offers advantagas. In parficular, bacause less dies ere needed fo reduce
475 mm rod to the desired size, we can use less mators {or blocks} In the drafling process,
which ellows us to save electricity. With 4.75 mm rod, we also have mors options in selecting
from among our | ] drawing machines, which givas us more flexibility in the scheduling of
production and maintenance,

8. | deciere undar the penally of parjury that the foregoing is true and correct to tha best of
my knowiadge,

Dated: 3=1T 2011

Exacuted In | 1
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Before:
The U.S. Department of Commerce
international Trade Administration
import Administration, AD/CVD Office i

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830
Scope Inquiry {4.75 mm wire rod)

Statement of [ ]

1 My name is | 1. 1 am President of { ] a
company headquartered in | . thaveservedas| 1 President since
{ ], and have worked in the wire industry since [ |3

2. At our production facility in { ], we manufacture galvanized wire
for a variety of applications, such as industrial, mining, and fencing. For this purpose, we
purchase steel wire rod in nominal sizes ranging from 4.75 mm up te 9.5 mm {or 23/64 inch).

3. We started purchasing 4.75 mm wire rod from Deacero S.A. de C.V. {“Deacero”} in 2010
because it enabled us to expand into the production of low-gauge / low tensile wire. After 4.75
mm, the next highest size wire rod is 5.5 mm, but we were not able meet the low tensile values
required by our customers for low-gauge wire using this size. This is because the tensite {or
hardness) increases as wire rod is reduced in cross sectional area. With 4.75 mm wire rod, we
are able to produce smaller gauge wire using less reductions (or less drawing), which allows us
to produce the wire to the required tensile levels. Conversely, because 5.5 mm rod requires
more reduction, we are not able to achieve the required tensile levels with this size rod.

4 Specifically, 4.75 mm wire rod allows us to produce wire ranging from | ltod 1
inch and still meet the customers’ tensile requirements {less than | 1PSi for i {inch
wire and less than [ ] PSI for [ } inch wire}. Even though we could, in praclice,
produce wire within the same low gauge range using 5.5 mm wire rod, we would not be able to
meet the tensile requirements. Consequently, we cannot use 5.5 mm wire rod as a substitute
for 4.75 mm rod in our production of low-gauge wire.

5. I estimate that, through the production of jow-gauge wire using 4.75 mm wire rod, we
have expanded our business by roughly { 1%. We were unable to compete with our
‘Competitors (a few who are Tocal producers and many Hore Who IMpoTE 1ovi-gauge Wire-From
Mexico, israel, and South Africa) for low-gauge wire business until we began using 4.75 mm

rod.
6. U.S. rod mills do not have the capability to manufacture 4.75 mm wire rod. In this
_regard, i recall having discussions with representatives from [ 1, who informed
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me that they cannot produce 4.75 mm without substantial investments to upgrade their mills,
However, Ivaco, a Canadian producer, offers 4.7% mm wire rod.

8. f declare under the penalty of perjury that the foregoing Is true and correct to the best
of my knowledge. :

Dated: March 6, 2011

Executed in [ 1
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Before;
The U.S. Department of Commerce
International Trade Administration
Emport Administration, AD/CVD Office IIf

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830

Seope Inquiry (4,75 mm wire rod)
Statement of | ]
i My narse is | 1 T am the President and co-owner of [
], which is located in | L Pounded in | jR) 1
manufactures { 1 I firgt joined | Tin| I

and have worked in the wire industry since [ .

2. Steel wire rod is the raw materigf that we consume 10 produce |
: } We purchase wire rod in nominal sizes ranging from 4.75 mm to 12.7 mm. After
4,75 mm rod, the next highest nominal size is 5.5 mm.

3. Since the 1970s, U5, wire rod producers have talked about making steel wire rod lighter
than 7/32 inch (the equivalent to 5.5 mm), but, to my knowledge, none has followed through and
done s0. The U.S, producers prefer to make the heavier sizes, 5o that they can increase thelr
ouiput and save costs per ton.

4, We purchase 4.75 mm w;re rod from Deacero, and consider it to be a very important
material input for our business. In particular, Deacero’s 4.75 mm rod has enabled us to expand

into the production of { 1, which has been very
profitable for us.

5. Wire rod is drawn or elongated into the wire of the degired size as it passes through a
series of holes {or dies) in a drawing machine. Using our | ] drawing machine, we
cannot draw 5.5 mm wite rod down to | ] wire. Consequently, before we began
purchasing 4.75 mm rod, [

I With 4.75 mm wire rod, we can draw down o[ ] wire
internaily - at a huge cost savings. If we use an outside drawer for [ 1 wire, if costs us
roughly 3f ] perton (8] 1 for shipping hack and forth, and ${ ] for conversion costs). In
contrast, using 4.75 mm rod, it costs us only ${ ] 1o ${ ] a ton 1o produce { ] wire

: imernally.

we use larger diameter wire rod — we have | ] on the sale of | ]
wire. We therefore congider 4,75 mns wire rod t0 be & very important material input for our
buginess. :
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7. Another benefit of using 4.75 mm wire rod is that It allows us o easily achieve the
required tensile level. [ } specifications require a minimum tensile level of 75,000 psi
{pounds per square inch). If the wire rod is reduced too much, the wire at the end of the process
will be brittle and have too much tensile strength. We do not have this problem using 4.75 mm
wire rod because less reduction is required o draw down 1o the lower wire gauge. With 4.75
mimn rod we are able to meet the tensile specifications for mesh wire without difficulty.

8. While we cannot use 5.5 nmm wire rod in the same application for which we use 4.73 mm
rod {f 1), we also cannot use 4.75 mm rod as a substitute for 5.5 mm rod
where the required diameters of the wires are larger than 4.75 mm rod can provide in terms of
size and tensile strength, We use 5,5 mm wire rod 10 make cross wires,

9. I declare under the penalty of perjury that the foregoing is true and correct to the best of
my knowledge,

Dated: % ¥ L2011

Executed in | 1
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Before:
The U.S. Department of Commerce
International Trade Administration
Import Administration, AD/CVD Office HI

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No, A-201-830
Anti-Circumvention Inquiry

Statement of [ 1

L My name is [ ]. Tamthe [ Jof{

1 located in { 1- T have worked in this capacity for [ ] years, and was

‘atour [ I

2. { 1 produces and sells | 1 We make
these { ] using steel wire rod with nominal, cross sectional diameters from
i ]. We currently purchase 4.75 mm wire rod | ] mostly to
make [ ]. We have been buying 4.75 mm wire rod from Deacero since

I

3. In our experience, there are two advantages to buying and using 4.75 mm wire rod. First,
for our {

]. Second, [
]

4. One issue we have to be aware of when using 4.75 mm wire rod to make | 1is
related to tensile strength. [

. The 4,75 mm wire also behaves more like
a wire than wire rod because of its size, which can make it more difficult to work with than
larger diameters when placing it in the machines.

000
]

6. I declare under the penalty of perjury that the foregoing is true and correct to the best of
my knowledge. '

Dated: Julyzs, 2011
Executedin { i
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Before:
The U.8. Department of Commerce
International Trade Administration
import Administration, AD/CVD Offiee 11

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830
Anti-Circumvention Inquiry

Statement of | ]
L My nameis [ ] Tamthef i
1, and T have held this position for | ] years. I was responsible for overseeing the
project in | ] to develop and perfect the production of 4.75 mm wire rod at Celaya,

Since the development phase, I have been responsibie for overseeing Celaya’s production 0f 4.75
mm wire rod.

2. 1t took us many months to develop the capability fo produce 4.75 mun wive rod that met
our customers’ specifications in a cost-effective way. While the difference in the diameter of a
4.75 mm rod and a 5.5 mm rod seems smatll, we incurred significant time and expense learning to
produce and ship the product.

3. One of most important components of the costs incurred leaming to produce 4.75 mm rod
was the labor cost. |

] Inthe

ordinary course of business, we de not track labor costs to specific projects because the peopie
involved are dedicated to producing new products and improving production, Based on my
participation overseeing the project, I estimate that the labor costs for the project were as
follows:

I ] L

4,75 wire roud

HERRR
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TOTAL US DOLLARS ' j
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4. We have made the following expenditures for the production of 4.75 mm wire rod since
the start of the project through the present date:

PUBLIC VERSION
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L

5.
{

Finally, we had to conduct trials of 4.75 mm wire rod. 1 estimate that we had to run

1 tons as part of the testing process.

PUBLIC VERSION



PUBLIC VERSION

6. While we were working on producing 4.75 mm wire rod, the rolling mill could not be
used to produce other products. I estimated that the mill was down for approximately [ ]
bours during the period. During this time, we would have been able to roll approximately

[ ] tons of larger diameter wire rod.

7. Even after we wete producing 4.75 mm wire rod for shipment to customers, we continued
to have problems with the production process. We received complaints from customers about
the quality of the 4.75 mun wire rod that fook us time fo resolve.

8.
1
9. |
1.
0. |

Dated: July21, 2011

Executed in | ]
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Before;
The U.8. Department of Commerce
International Trade Administration
Import Administration, AD/CVD Office HI

Carbon and Certain Alloy Steel Wire Rod from Mexico
Case No. A-201-830
Anti-Circumvention Inquiry

Statement of Daniel M, Gutierrez Rodriguez

I My name is Daniel M. Gutierrez Rodriguez. I am the Vice President of Industrial Sales
for Deacero, $.A. de C.V. In my capacity as Vice President of Industrial Sales for Deacero, 1 am
responsible for all sales of wire rod, wire, and wire products in the industrial sector both in
Mexico and abroad. 1 have been with Deacero for 18 years, and have worked in the wire rod and
wire industry for the same 18 years.

2, We started to sell 4.75 mm wire rod in the U8, market in response fo customer demand
for this product. In 2007 and 2008, we had customers fike [ i specifically

requesting this product. The volume of market demand for 4.75 mm wire rod that we identified
justified the efforts associated with the development and production of this product at Deacero.

3. We became aware of 4.75 mm wire rod because of customers like |

1.

4, We conducted other market research and determined that our wire customers could
benefit from this preduct. In particular, we saw an opportenity with certain customers, such as

[

]-
5. This was a new produet for us and it took time {0 develop and refine this product. During
the {
]. Forexample, [
1
6. Our sales of 4.75 mum wire rod |

1. The main reason is that 4.75 mm wire rod is a
material with important benefits for the customer, such as cost savings (use of fewer dies and
less energy) and allowing them to better use their production equipment. Jt is true that 4.75 mm

PUBLIC VERSION
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wirg rod is |

1. On average, we charge [ 1 per ton for 4.75 mm wire rod
compared 0 a 5.5. mm wire rod. It is also important to keep in mind that there is an |

1. So,thereis |

7, Deacero does not really |

1

8. I declare under the penalty of perjury that the foregoing is true and correctAo the best of
my knowledge.

.
Daniel M. Gutierrez l%odriguez

Dated: July 2z 2011

Execwied in Monterrey, Mexico

PUBLIC VERSION
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UNITED STATES DEPARTMENT OF COMMERCE

Case No. A-201-83

Total Pages: L,E)
Anti-Circutnvention Inqury (4.75 mm wire rod)
Office of AD/CVD Operations
Business Proptietaty Information has been ranged
ot deleted on pages 1 — 2 and 4 — 35 of the narsative
response and in Hxhibits 2 — 19, and 21.
Document May Be Released Under APQ

PUBLIC VERSION

IN THE MATTER OF:

CARBON AND CERTAIN ALLOY
STEEL WIRE ROD FROM MEXICO

LS S N L N

RESPONSE BY DEACERO S.A. DE C.V. AND DEACEROQO USA, INC.
TO THE DEPARTMENT’S JUNE 1, 2011, MINOR ALTERATION QUESTIONNAIRE

David ¥. Bond

Kristina Zissis

Jay C. Campbeil

WHITE & CASE, LLP

701 Thirteenth Street, NW
Washington, DC 20005-3660
(202) 626-3600

Counsel to Deacero S.A. de CV.
and Deacero USA, Inc

July 22, 2011

WASHENCGTON 2051530 8}
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In response to Questions (e)-(1), Deacero was instructed by the Department to cover the
period 2002 to the present. In Exhihit 10, Deacero provides investment data from 2001 fo the
present. During this period, Deacero has made total investments totaling $US[

]. Of these total investments, Exhibit 10 lists the main investments Deacero has
made, including the investments in important assets (¢.g., machinery, land and buildings) during
the last 10 years, in machinery representing { % of the total investments in this period. All of
the investments that correspond directly to the production of wire rod are identified in the
exhibit.

13.  Please describe in detail your company’s research and development initiatives and
expenditures with regard to production of wire rod with diameters hetween 4.75 mm and
5.00 mm. Please descrihe in detail your company’s research and development initiatives
.and expenditures with regard to production of wire red with diameters between 5.00 mm
and 19.00 mm. Please provide fully translated documentation supporiing your response.

ANSWER: Deacero describes below the market research and product development

(R&D) initiatives undertaken, and the expenditures incurred, with regard to the production of

4,75 mum wire rod and wire rod with diameters above 5.5 mum.

1}4.75 mm Wire Rod

a) Market Research Phase

Deacero learned initially about 4.75 mm wire rod from its { 1-

As explained in the statements in Exhibit 11, {

=12~
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17 Deacero’s
plants were fully booked and were not in a position to develop a new product at that time.?
During 2008, steel demand declined and Deacero further evaluated the market potential for 4.75
mm wire rod in the United States, including the needs of its wire customers.” Deacero _
determined that the potential market demand for 4.75 mm wire rod justified making an effort to
develop the product.'?

b) Development and Testing Phase

The Saltillo and Celaya steel mills began the development and testing of 4.75 mm wire in

September 2008. For both plants, the initial development entailed the following activities:

e I

1
The trial process and the problems that atose once production began are described below
for each mill. The Saltillo mill, which produced 5.5 mm wire rod without issue, failed to
successfully produce 4.75 mm wire rod. Although the Celaya mill ultimately was able to
produce 4.75 mm wire rod, this success came after a lengthy period of refining the production

process and making substantial investments in the production line. The process and cost of

14, 99 2-3.
81d. 94,
® See id; (staternent of Danjel M. Gutierrez Rodriguez, 4 3~ S)

R [ewid. (stateinent of Danfel ‘M Gutierrez Rodrignez; §2).

~13—
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perfecting the production of this product confirm that it is not a simple minor alteration of wire
rod in Jarger diameters.
1} Saltillo Mill
The steel mill in Saltillo was the first mill to perform test runs in | I
1 were dedicated to trying to produce 4.75 mm wire rod at

Saltillo."" They spent an estimated total of [ | hours on this phase.”? The mill conducted trial
runs that fcquired ittorun | ] tons of material as part of the testing parocess.13

As soon as the testing phase ended and commercial production started, the Saltillo mill
encountered significant problems. During the period Saltillo attempted to produce 4.75 mm wire

rod, the mill performed a detailed analysis of possible changes in the production process that

might make it possible to produce 4.75 mm wire rod. The mill took the unprecedented step of

|

L
Nevertheless, in spite of the mill’s efforts, they concluded it was not possible to produce
4,75 mm wire rod at the mill and decided that they would cease production of the product.

f ] at Saltillo stated: |

i; See Exhibit 12 (statement of [ L93)

—14-
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M ] stated that the mill “abandoned the attempt to produce 4.75 mm

wire rod at the Saltillo plant” for three main reasons:

o

]

Deacero produced 5.5 mm wire rod at Saitillo, yet could not produce 4.75 mm wire rod at this
plant, despite significant investments of time and money overa [ T period.
2) Celaya Mill

Celaya conducted test runs of the product shortly after Saltillo. At Celaya, { i
engineers and technicians dedicated [ % of their time for { ] initially adjusting the
equipment to prepare for production. 15 They spent an estimated [ ] hours during this phase,
incurring expenses of SUS{ ] ' Onee trials began, Celaya ran [ 1 tons as part of
the testing phase. Like Saltillo, the Celaya mill also encountered problems after it had completed

the testing phase.'’

BRCA Pal
¥ See id. {statement of | 1,53

15
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Although the Celaya mill eventually was able to successfully produce 4.75 mm wire rod,
the process was not easy or quick. | ] at Deacero’s
Celaya steel mill stated that, “Even after we were producing 4.75 mm wire rod for shipment to
customers, we continued to have problems with the produ&ion procvs:ss»'.”z8 The mill required
time to adjust the production equipment, and it also required new equipment in order to properly
run the very small diameter wire rod. The total cost of the new equipment Celaya has purchased
in order to produce 4.75 mm wire rod is $US{ 1.'* Mr. Salinas stated that Deacero
received complaints from customers about “quality issues that took us time to resolve.” He also

cited three other issues that Deacero bad to address in order to successfully produce 4.75 mm

wire rod:
™ “{
)720
1.
™ “{
,!2 i
1.
™ “[

] »2d
At Celaya, producing 4.75 mm wire rod was not an easy or minor modification of the process to

produce 5.5 mm wire rod. | ] explained that, “{i}t took us many months to develop

the capability to produce 4.75 mm wire rod that met our customers” specifications in a cost-

®1d, 14
*1d., 18
e I . L PSSV S

1, e

16~
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effective way. While the difference in the diameter of & 4.75 mm rod and a 5.5 mum rod seems
small, we incurred significant time and expense learning to produce and ship the product.”®

2) R&D Initiatives for Wire Rod with Diameter 5.00 MM to 19.00 MM

Deacero started running the rolling mill at Saltilio in July 1979 mainly to provide
Deacero with wire rod for its own wire productiorn. At that time, Deacero began producing 6.35
mm wire rod, foiiowcd by 7.8 and 5.5 mm. In order to sell wire rod in the home mérket,
Deacero continued to add more diameters at the mill in Saltillo. The rolling mill at the Celaya
plant started running in August 1998 to provide Deacero with wire rod for its wire production, to
procuce wire rod for the domestic market and produce rebar, Initially, Celaya could produce
diameters of { } mm.

During the |

i

14.  Please state how much money your company has spent on R&D for wire rod with
dizmeters between 4.75 mm and 5.00 mm. over the past 5 years. Please state how much
money your company has spent on R&D for wire rod with diameters hetween 5.00 mm and
19.00 mm over the past 5 years. Please provide financial statements translated into English
to support your statements.

. Hn!ﬁ,,ﬁz

]~
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DOE: 200412014

DECRETO por ol que se aprucha ¢ Programa Nacional de Infraesiructura 2014-2018,

Al margen un selio con e Escude Nagional, que dice: Estados Unidos Mexicanos.. Presidencia de ta Repiblica.

ENRIOUE PENA NIETO, Presidente de los Estados Unidos Mexicanos, an ejercicio de la facultad gue me confiere el articulo
89, fraccion |, de la Constitucion Politica de los Estados Unidos Mexicanos, con fundamento en los artlculos So., 22, 26, 28, 29,
pérafo primero, ¥ 32 de la Ley de Planeadion; y So., 31, 32 Bis, 33, 36, 37, 39, 41 y 42 de la Ley Orgénica de la Administracion
Publica Federal, y

CONSIDERANDO

Cue mediante Decreto pubiicado en el Diario Oficial de ta Federacién el 20 de mayo de 2013 se aprobd & Plan Nacional de
Desamolle 2013-2018, el cual contiene los objetives, esirategias, indicadores y metas que regiran la actuacién del Geblerno
Federal durante |a presents administracidn;

Ciue ot Plan Nacional de Desarrofio 2013-2018 prevé como estrategia general elevar la praductividad para llevar a México a su
méximo polencial, por lo gue se orienta la aciuacion gubemamental en tomo a cinco metas nacionales: Meéxico en Paz, México
Inchiysnie, México con Educacion de Calidad, México Prospero y México con Responsabilidad Global, lo cual incluye ademas tres
estrategias ansversales: Democratizar la Productividad, Gobierno Cercano y Modemo, y Perspectiva de Género,

Cue iz meta nacional México Prospero esiablece que una infraestructura adecuada y el acceso a insumos estralégicos,
fomentan la competitividad y conectan el capital humano con las oportunidades que gensre la sconomla, y prevé apoyar el
desarrallo de infrasstructura con una visidn de largoe plazo basada en tres ejes reclores: desarrollo regional equilibrado, desarrolle
urbang y conectividad logistica, v

Que la Secretaria de Hacienda y Crédito Piblico, en coordinacién con las dependencias competentes, alaboré el Programa
Nacional de infraestructura 2014-2018, conforme a las directrices previsias en el Plan Nacional de Desarrolls v, previo dictamen
de esa Secretaria, lo sometié a consideracion det Ejecutivo Federal @ mi cargo, por lo gue he tenido a bler emitir el siguiente

DECRETFO

ART:{CULO PRIMERQ. Se aprusba ef Programa Nacional de Infrasstructura 20142018,

ARTICULO SEGUNDO. El Programa Nacional de Infragstructura 2014-2018 serd de observancia cbligatoria para las
secretarias de Medio Ambiente v Recursos Naturales, Energla, Comunicagiones y Transpories, Salud, Desarrcilo Agrario,
Teritoriat v Urbano, v Turismo, asi como las entidades paraestatales coordinadas por fas mismas; las demas dependancias y
entidadas de la Administracién Publica Federal se sujetaran a sus disposiciones cuando diche programa incida en el dmbifo de
sus respectivas competencias.

ARTICULO TERCERQ. Las dependencias y entidades que resulten competentes, de confosmidad con el Programa Nacional
de Infrasstructura 2014-2018 v las disposiciones luridicas aplicables, elaborardn sus respectivos programas anuales y
anteprayectos de presupuesto. Estos Gifimos deberan destinar los recursos prasupuestarios correspondienies para e eficaz
cumplimianto de fos obiefivos y metas de! Plan Nacional de Desarrofio y de dicho Programa Nacional de Infrzestruciura.

ARTICULO CUARTO. Las sacretarias de Medio Ambiente y Recursos Naturales, Energia, Comunicaciones y Transponias,
Salud, Desarrollo Agrario, Territorial y Urbano, y Turismo, con la parlicipacién que conforme a sus airfbuciones les corresponde a
las secretarias de Hacienda y Crédilo Publico y de la Funcion Publica, en los términos de las disposiciones juridicas aplicables,
dar&n seguimiento a ia impiementacion de las acciones y al cumplimiento de los objetivos esteblecidos en el Programa Nacional
de Infrasstructura 2014-2018, v reportarén los resultados obtenidos con bass en las metas e indicadores corresporidisntes.

ARTICULO QUINTO. La Secretarfa de la Funcion Piblica, en el 4mbifo de su competendia, vigiara el cumplimiento de las
obligaciones derivadas de las disposiciones contenidas en el presente Decreto.

TRANSITORIO

ONICO. £l presente Decrato entrar en vigor el dia de su publicacion en el Bario Oficial de Ja Federacion.

Dado en la residencia del Poder Ejecutivo Federal, en la Ciudad de México, 3 veintioche de abril de dos mil catorce - Enrique
Paiia Nieto~ Ribrica.- £l Secretario de Hacienda y Crédito Publico, Luis Videgaray Caso.- Ribrica- Bl Secretario de Medio
Arbiente ¥ Recursos Naturales. Juan José Guerra Abud.- Rubrica- El Secretario de Energia, Pedro Joaquin Coldwell.-
Rubrica.- £l Secrefario de Comunicacionas y Transpories, Gerardo Ruiz Esparza.- Rubrica- La Secrefaria de Salud, Maria de
ias Mercedes Martha Juan Lépez.- Robrica.- E| Secretario de Desarrolio Agrasio, Tesmitorial v Usbane, Jorge Carios Ramirez
Masin.- Rubrica - La Secretaria de Turismo, Ciaudia Ruiz Massieu Safinas.- Rubrca.- En ausencia del Secretario de la Funcién
Pablica, en terminos de lo dispuesto por fos artfculos 18 de la Ley Orgénica de |a Administracién Piblica Federal; 7, fraccion XE, y
86 dei Reglamento interior de |z Secretaria de la Funcién Piblica, el Subsecrelario de Responsabilidades Administrativas ¥
Contrataciones Publicas de la Secretaria de la Funcion Publica, Jullan Aifonso Qfivas Ugalde.- Rubrica,

http://www.dof gob.mx/nota_detalle php?oodigo=5342546& fecha=29/04/2014&print=true  4/30/2014
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DECREE by which the 2014-2018 National Infrastracture Plan is approved. ‘/

At the edge, seal of the National Emblem that says: Mexican United States.- Presidency.

ENRIQUE PENA NIETQ, President of the Mexican United States and exercising his facullies according
atticie 89, subheading .of the Mexican Polifical Consfitution, and with authority based on
articles 90., 22, 28, 28, 29, first paragraph, and 32 of the Planeation Law,; and 9o., 31, 32 Bis, 33, 36, 37, 39,
41 y 42 of the Federal Organic Law of the Publie Administration, and

CONSIDERING
That through Decree published on the Official Federal Journal on May 20th of 2013, the 2013-2018
National Development Plan was published, that containg objectives, strategies, indicators and goals that will
goverm the performance of the Federal Government during this administration.

That the 2013-2018 Nationai Development Plan, establishes as a generai strategy, elevate the productivity
to take Mexico to its maximum potential, so the govermnmental performance revolves around 5 nafional goals:
Mexico in Peace, Inclusive Mexico, Prosperous Mexico and Mexico with Global Responsibility, which includes
3 ransversal strategies: Democratize productivity, Close and Modern Government and Gender Perspective;

That the national goai of Prosperous Mexico esteblishes that an adequate infrastructure and access to
strategic raw materials, breeds competitiveness and connect the human capital with the opportunities that the
econormy may offer, and looks forward to develop infrastructure with a Jong term vision, based on three
governing axis: equilibrated regional growth, urban development, and logistical connectivity, ¥

That the Estate and Public Credit Ministry, in coordination with other competent entiies, elaborated the
2014-2018 National infrastructure Plan , asccording to the directives established in the 2013-2018 National
Development Plan, and previous revisien of that Ministry it was sent to the Federal Executive | represent,
therafore | am publishing the following

DECREE

FIRST ARTICLE. it is approved the 2014-2048 Nationa! Infrastructure Plan.

SECOND ARTICLE. The 2014.2018 National Infrastructure Plan, is mandatory for the Ministry of
Environment and Natural Resources, Energy Ministry, Communications and Transportation Ministry, Health
Ministry, Agricutture Development Ministry, Territorial and Urban Ministry and the Tourism Ministry, aiso for the
para-public entities coordinated by thern; the other agencies and entities of the Federal Public Administration
will be subject fo this program when the program touches upon their areas of competence.

THIRD ARTICLE. The agencies and states that are competent, according to the 2014-2018 National
Infrastructure Plan, and the legal dispositions that are applicabie, will create the respective annual programs
and budgetary projects. They should destine money to comply in an effective manner the objective and goals
of the 2043-2018 National Development Plan and the National Infrastructure Plan. .

SOURTH ARTICLE. The Ministry of Environment and Naiural Resources, Energy hinistry,
Communications and Transportation Ministry, Health Ministry, Agricutture Development Ministry, Tersitorial and
Urban Ministry and the Tourism Ministry, with #1e participation that according to its competence belongs 10 the
Estate and Public Credit Ministry and of the Puklic Function Ministry, in the terms of the applicable laws and
regulations, will monitor compliance to the inplementation of the action items in the 2014-2018 National
Infrastrusture Plan and will report the resuits based an fhe goals and proper indicators.

FIFTH ARTICLE. The Public Function Ministry, according to its atributions, will monitor the compliance of
the abigation established in this Decree,

TRANSITORY
ONLY. This Decree will be in force the day ot its publication in the Federal Official Journal.
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2014-2018 National Infrastructure Plan

28 APR

WRITTEN BY Enrigue Pefia Nieto
Presteent of the Mexican Unfied Sraies

The development of infrastructure, is the most tangible and concrete form 1o transform a
Nation.

A great part of the competitiveness, economic growth, and the social wellbeing of the countries,
is determined by having top of the line EW in airports, highways, ports,
telecommunications, trains, electric centrals, oil installations, gaso-ducts, dams, hospitals,

urban equipment’s and touristic developments amongst others,,

With this purpose, | presented today the National Infrastructure Program 2014-2018, in the
terms established by the National Development Plan 2014-2018 with an focus that is integral.
transversal and social. For the first time 6 stiategic sectors are included: 1) communication and
transportation, 2) energy. 3) Hydraulic, 4) Health, 5) Urban development and housing and; 6}
Toursm.

Altogether, The National Infrastructure Plan establishes a global investment of 7.7 billion
Pesos. To be more precise, § mean 7.7 miflions of millions of pesos. It is as if every Mexican

contributed 70 thousand pesos, to construct the infrastructure needed for the country.

With the projects in the National lnfrastructure Program, we are changing the face of Mexico,
and constructing a better future together for everyone. This is dynamic, progressive and modern

Mexico that I see and it is the Mexico that together we are building,
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Firma del Memordndum de
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(Hemslatven)

Six strategic sectors of the National Infrastructure
Plan

28 APR

WRITTEN BY Presidential Staff
Content Presidentiol Staff

The National Infrastructure plan 2014-2018 is the map that is already guiding our efforts to
create a modern and competitive Mexico that all Mexicans want,

Is the general strategy to build and finish projects that contribute in an important way to liberate
our country’s potential. For the first time, 6 strategic sectors are included. Each sector has a

total amount and a general objective:

COMMUNICATION AND TRANSPORTATION
+ Investment over 1.32 billion pesos {millions of miilions).

» (Objective: Have modern infrastructure and a logistical platform that will contribute to

more competitiveness y, productivity and social and economic development.
ENERGY
« Investment of practically 3.9 billion pesos {millions of millions).

«  Objective: Generate the necessary infrastructure to have sufficient energy with quality

and competitive pricing.
HYDRAULIC INFRASTRUCTURE
» fnvestment over 415 thousand miftion pesos.

« Objective: Increase the hydraulic infrastructure, to ensure water destined to the human

consumption and agricultural watering, for repairs and protection against flooding's.
HEALTH
+ Investments worth 72 thousand 800 million pesos.

« Objective: Contribute to strengthen and optimize inter-institutional health infrastructure,
to guarantee access to health with quality




URBAN DEVELOPMENT AND HOUSING
« Investments for more than 1.8 billion pesos {millions of millions).

« Objective: Impulse urban development and the construction of quality housing, with

infrastructure and basic services, with orderly access to land.
TOURISM
« investments for more than 180 thousand million pesos.

+  Objective: Develop competitive infrastructure that wifl impulse tourism as strategic axis of

regional productivity and creator of social well-being.
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STATISTICAL APPENDIX
" Tabie A2. Advanced Economies: Real GBP and Total Domestic Demand®

" {Antwal perognt change)
: Fourth Quarter?
Augrage Projections Projactions
19962605 2606 2007 20608 2008 2080 2011 2012 2043 2014 2015 2019 20913:(4 2014:04 201504
Heal GOP .
Advanced Economies 28 6 27 61 -34 3@ 17 14 13 22 23 it 2.4 21 2.4
{nited States 34 27 318 -p3 28 25 18 28 18 28 3G 22 25 27 38
"EUTG Frea o T2 33 340 0& -¥¥ 20 8 07 05 12 15 15 HE] 13 1.5
- Germany 1.2 39 34 88 51 398 34 ¢8 05 17 & 13 14 16 1.7
France 2.2 25 23 -1 -1 1F 44 00 83 18 15 19 0.8 1.2 18
italy 1.4 22 1.7 -12 55 17 G4 24 ~189 06 13 4.8 .8 &y 1.4
Spai 37 41 385 0% -38 -p2 0% 1§ 12 08 1& 13 .2 i1 0.9
Netheriands 27 34 3% 18 -37 15 08 -12 83 08 15 2! 0.8 45 1.7
Salgium 2.2 27 2% 10 28 23 18 -1 62 12 12 15 1.0 1.1 13
Austriz : 24 37 37 14 58 18 &8 4% 94 17T 7 14 05 23 1.3
- Gregse 37 55 35 -2 41 -48 71 f0 3% 06 28 238 25 23 32
Portugal 25 14 24 €8 -28 1§ -3 32 14 12 15 18 18 0.7 2.0
. Hpland 37 44 53 03 -85 34 28 -0 -t4 03 1Y 13 0.5 21 4.6
- refand 7.5 55 BO w22 -84 -1t 22 42 03 17 2§ 25 -6 -3 45
Slovak Republic 4.2 83 18§ 53 -49 44 30 18 08 23 2D 36 1.4 2.8 36
Slovenia 40 58 A0 34 79 13 &7 -25 -~11 03 69 18 18 48 15
Liesmhourg 4.8 49 &8 07 -85 41 19 -2 20 a4 {9 22 138 21 1.7
Laiviz 6.8 Ho W0H 28 -17.7 -3 83 &2 41 38 44 46 38 42 43
Estonia 6.9 161 75 -42 ~141 26 96 3% 685 24 32 37 0.9 6.1 33
Cyprus? 3.5 41 51 38 1% 13 04 -24 60 48 89 1.8 e . .
Maita ... 26 41 39 28 33 17 0% 24 18 18 ¥ 23 24 1.1
- Japan 18 17 22 -8 55 47 05 14 15 14 ¢4 11 25 12 4.5
United Kiegdom 34 28 34 -8 52 L7 11 03 18§ 2% 25 24 2.7 30 1.9
Carsds ' 33 28 20 12 27 34 25 17 2% 23 24 20 27 2.1 z4
Kores® 48 §2 5% 23 63 &3 37 26 28 37 38 38 40 33 41
Ausfralia 37 27 45 &7 15 22 26 38 24 28 27 A 28 24 31
Taiwan Province of China . 44 54 68 o7 18 108 42 15 21 31 38 45 23 22 5.9
Sweden . 43 33 -0 -50 68 .29 6% 13 28 28 24 31 21 28
* Hong Kong SAR 34 76 65 21 -25 68 48 15 29 &7 38 40 2.9 38 38
Switzertand 1.7 38 38 22 8% 3D 18 0 - 20 21 22 t¥ 1.8 25 28
Singagore _ 53 89 80 18 -~08 1851 646 1§ 41 36 385 38 55 2.6 4.2
Crech Repuhiic g 70 87 31 -45 25 18 -18 83 18 20 24 13 14 20
torway 29 2% 27 0B -4 B8F 11 28 88 18 19 21 13 24 1.7
Is7ael a8 5% 69 45 12 57 48 34 33 32 34 35 32 33 33
Denmark ' 24 34 1§ -G08 57 14 11 -04 44 15 17 18 {6 2.0 13
Mewe Zealaui 35 28 34 68 -14 21 18 28 24 33 30 28 15 4.7 1.9
Iceland 44 47 BO 12 68 41 27 14 2% 27 31 23 2.3 3z 19
San Mariro . 38 F1 34 95 -50 -85 -H1 32 Q0 22 23 - e e
- Memoradum .
Major Advanced Econpmiss 26 26 22 -83 -38 28 16 17 14 22 23 19 2.2 21 2.2
" Real Tuisl Damestic Demand :
Advanced Econotnies 23 28 23 -84 -38 29 14 11 10 z4 22 20 19 1.8 23
United Statas 38 25 11 -3 -~38 28 17 28 17 28 31 22 23 28 32
Euye Ama 26 a1, 28 603 -37 12 .67 -22 -8 B89 1% 14 a1 10 1.1
Germany 0.8 25 20 18 -23 23 28 -2 05 14 13 13 4.5 21 1.3
france 23 24 32 03 -26 18 20 -89 04 L0 10 7 12 0.8 11
Htaly 18 21 14 12 —44 21 -89 -51 -30 85 67 08 -1 0.2 i1
Spatn 4.4 52 41 «05 63 06 20 41 27 65 03 47 35 04 .4
Japar 0.7 08 11 «13 -40 29 84 23 18 t5 08 1 30 0.5 (1 ¥4
tsitatt Kingdom - 38 24 34 -1 -83 24 -01 12 19 28 23 23 2.7 2.5 2.0
Canada 34 38 34 28 -27 52 28 22 18 24 28 18 23 16 2.1
Other Advanced EconomiesS 33 42 50 15 -28 57 2§ 280 19 25 27 3i2 24 14 36
Memorandum o . )
Major Advanced Economies : 28 . 24 17 -08 38 2B 14 15 13 2% 22 18 28 26 2.2
Y this and other tables, when countries are not listed atphabaiimtly, they are orfered on the Bayls of seonomic size. ' ' S
- PFramthe fourth quarter of the preceding year
" Sxcludes Latviz

0wing ta the unusually Tge matrasconomic uncertam’ﬁy pfmaat:ons for this vasiable are not avaifable. The natianal ascounts data for 2013 refer to stalf estimates at the lime of Ihe
e review of the grogram and are Subjest lo revision. .
. HKored's reat GOP setiss is based on the referonca year 2005. This does not reflect the rfevised national accwms released on March 28, 20!4 ‘aiter the WEQ was fnalized for
S publicabon. These wmpreherzsava revisions inchuds implemenitng the 2008 System of ?»ia!mﬁa! Aecounts and updating of the re*erence vear to 2010, As g resull of these ravisions, redl
T mﬂg@mms was revissd up to 3 pereen from 2.8 percent.
e ~SipeHhis taio: ther-Advanped -ECONOTMISETIRARS BEVENCET BOOROMIEs EXCUIAG e G?{{:anadé, Frange; Z;*éi Y i MWWEW
courties but inchuding Latvia.
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STATISTICAL APPENBIX

Table Ad. Emerging Market and Developing Ecenomies: Real GDP (continued)

{Annusd percent change) .
Average - * Projections
10052005 - 2006 2007 2008 2008 20 oMt ZH2 2003 2014 ams 2019
L atin Amerisa and the Caribbean 23 6 0 HE 43 13 % 45 at 27 23 34 i5
Antigua and Barbuda ' I b A A 15 -7 -85  -21 23 08 i 1.9 22
Argantinad ' 23 85 ° 87 5.8 AT ¥ 84 1.8 43 5 1.0 20
The Bahamas : 4.0 25 14 -2.3 42 18 17 1.8 1.8 23 28 23
Barbados - 20 &7 1.7 0.3 -4.1 0.2 0.8 0.6 -7 1.2 48 23
Belizz 57 4.7 1.2 38 8.2 31 24 40 1.6 25 2.5 2.5
Bolivia 33 43 46 8.1 34 4.1 52 52 68 5.1 5.0 50
Brazil 24 4 51 5.2 -0.3 75 27 1.0 23 1.8 27 3.5
i 95' Ghlle 4.3 58 5.2 32 -8 57 i 54 42 318 4.1 45
Colenbla 2.3 8.7 6.4 3.5 1.7 4.0 8.5 4.2 43 45 4.5 4.5
“Tostz fita 4.5 88 KE:] £d =14 54 4.3 8.1 i3 38 4.1 4.5
Deminica ' 14 48 8.0 8 -1.1 1.2 82 -1.1 0.8 1.7 1.7 18
~-Dominican Republic 5.2 07 85 53 35 78 45 39 41 45 41 4D
soatdor 30 LY Z £4 U0 3.0 ik 2 4.2 4.2 3T 35
. El Saivador 27 33 35 1.3 3.3 1.4 22 i8 1k 14 1.7 z8
Gremada 58 it} 6.1 08 -8.6 ~0.5 0.8 -1.8 1.5 1.1 1.2 2.5
*- Guatemala 3.3 54 63 3.3 0.5 2. 4.2 38 35 35 35 3.5
TGuyana 1.0 at 4 28 3.3 4.4 84 4.8 48 13 44 38
Haiti 14 22 33 0.8 31 5.5 5.5 2.9 4.3 40 4.8 4.0
Hondurag 38 B 8.2 47 24 R 38 33 2.5 30 it in
Jamaica 056 A 14 -5.8 -3.4 ~1.4 1.4 3.5 Gh 1.3 1y 27
Maxico 34 50 31 14 -47 5.1 40 39 1.1 3.0 35 348
Nicaragua 4.3 42 80 40 R 38 54 52 42 40 44 44
Farama 49 85 121 181 39 7.5 169 10.8 8.0 iz 8.8 5.8
Paraguay 1.2 48 5.4 84 -4.0 134 43 1.2 13.8 438 45 45
Peru 33 7.7 39 98 g3 8.8 6.9 5.3 6.4 53 5.8 58
' BL Kitts and Nevis .38 48 48 34 3.8 -3.8 ~1.8 0.4 17 27 3.0 3.1
St Lucia 20 72 14 A7 ~B,1 -0.7 14 -1.3 ~15 0.3 10 2.2
St Vincent and the Grenadines 33 8.0 g 05 25 .23 8.3 18 21 23 29 33
Surinams 34 58 5.1 41 30 4.2 53 48 4.7 44 40 4.3
Trinidad and Tobage 7.9 132 48 3.4 4 G2 28 1.2 14 22 2.8 1.6
A Uy 1.2 41 65 72 22 89 85 39,42 28 30 38
aneziel 1.6 9.3 8.8 5.3 3.2 -15 4.2 55 18 3.5 =10 1.0
" ¥ddie East, North Alrlea, Afghanistan,

and Pakisten 4.4 5.7 5.8 5.1 2.8 5.2 s 4.2 24 32 44 4.5
Afghanistan N 5.4 133 38 2.6 B4 85 4.8 38 32 45 5.8
Aigeria 4.3 17 34 24 1.6 3.8 28 3.3 2.7 4.3 4.1 43
Baheain 4.9 65 83 5.2 25 4.3 21 3.4 49 4.7 3.3 38
Dilbouti 1.2 4.3 81 58 50 35 45 4.8 5.8 8.6 5.5 58
Egyst 4.8 5.8 i1 7.2 47 51 1.8 22 21 24 4.1 44
fran 51 82 B4 08 38 58 27 -5.8 «1¥ 15 23 24
irag e 10.2 14 8.6 58 5.5 10.2 163 42 59 87 4.2
- dordan 48 81 gz T2 5.5 2.3 2.6 2.7 3.3 35 4.0 45
Kuwrait 5.0 75 §4 2.5 7.1 =24 8.3 6.2 0.8 26 38 35
Lebanon 35 15 a4 9.1 10.3 8.0 24 1.5 10 1.0 25 44
tiya 34 6.5 64 27 ~88 54 621 1045 -9.4 1.8 298 a5
Maurttania 33 4 P 35 -1.2 43 4.0 70 8.7 54 8.5 1N
Moraceo 44 78 27 58 4.8 38 50 27 4.5 34 449 5.6
Oman 31 55 87 13.2 33 5.6 45 58 5.4 34 34 37
Pakistan 4.5 58 L33 5.0 44 2.6 37 4.4 38 31 37 5.0
Clatar 4.7 82 188 177 28 67 130 82 &1 83 71 6.4
Sadl Arabia - 33 56  BE 84 18 74 88 58 38 41 42 43
Sudané - L 5.5 86 85 30 47 30 -2 80 34 27 4B 43
Syda? : 2.7 50 57 45 5% 34 .. L i
Tumsia : ' 50 57 63 45 31 29 189 88 27 30 45 45
- nited Arab Emirdtes 58 . 88 3z . 32 -4.8 7. 39 44 48 44 4.2 4.2

Yewen - 47 - a2 33 a6, 88 17 27 24 44 51 44 4T

¥ntemazianalhﬁmetazyﬁmd{ﬁ@r§2m4 B
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SICE: Countries: Mexico: Trade Agrasments

FOREIGN TRADE INFORMATION SYSTEM

OAS = 5EDL: DESD

Grganizalion of
Armerican Siates

| Agresmerts | Discipiines  Trade Policy Developments | Counbies | Resources | Home | SitoMap | Search | What's New?
E:o
IMFORMATION on MEXICO
TRADE AGREEMENTS Disciplines
Trade policy documents YradeJelated links
Bilaterat investment freatios Frade data links
TRADE AGREEMENTS: In force | signod but net in force
Musitiaterat Agreoments | Free Trade Agreemants
Framework Agroomonts | Partiol Preforential Arrangerments
Kultilataral Agreoments
] Text of the Trade Policy
Agresnent/Parines(s) Dade of Sighature Agr ; A
0t Januany 1995
WTO members {Cortracting Party o GATT 1847 na&
sinoz 24 Auuest 1986)
Frae Trade Agreements
Date of Date of Entry into  Text of ihe Trade Policy
Grsi AT i Sryhue Farce Agreament  Uevelopmenis
Central Amenca (Costa Rica, EI Salvador, 22 Npvoinber _
Guaterala, Honduras ¥ Nicaragua ) 011 - (TT
Pers (ACE §7) G Aprl 2014 1 February 2012 Kxni
Bolivia (ACE 66) 17 May 2010 Thre20t0  Shas
Jagan ooy TSR Aprk 2005 a o
Uruguay (ACE 60) e tsuy2004 G
Furopean Free Trade Association {EFTA) gm 1 July 2081 8
tsraet 10 Aprii 206 1 .July 2601 8
Chile (ACE 4%} 17 A 558 1 August 1968 e bl
Ewopaan Union (EU} ?%Dm? i 1 duly 2000 3
Colombia 13 Jume 1954 a s~
NAFTA (Canada -Mengoo - United States) :;92 1 January 1994 &
Framework Agreomants
bate of Date of Eatiy infe Text of the Trade Polioy
Sgrena BT R Sigpvatuses force Agreement  Developmients
MERCOSUR {ACE N* 54) - famework agreement 5 July 2002 5 Jungary 2006 e A
Partial Preferantial Agreoments

bty i, sice. oas ooty index MEXIMER Agreements e aspl /5002014 93607 P}



SICE, Countries: Mexico: Trade Agraements

AghesmmentiCadners Date of Date of Entiy into Text of the Trade Policy

Signatire Foree Agreement Deveiopments
Argentina (ACE N° 6) g;e‘:‘m January 2007 EEEA na.
MERGOSUR (AGE N° §5) - 8ul0 Sector agreement 5 o a »
Brazil (AAP.CE N° 53) 3 July 2002 2 May 2003 i
Paraguay (AP R 38) 31 May 1993 1 Juty 19894 A
Panama {AAR AZ5TM N*14) 22 May 1985 24 April 1986 el na.
Eouador (ACE 29) 30 April 1983 & August 1987 f1.a.

D TRADE AGREEMENTS SIGNED but not in FORCE

Free Trade Agreements
AgreementPartser(s) Bate of Signature zz:;};:‘; Dtmigs
Panama 3 Agrit 2004 e

Copyright © 2014 SCE

http/www sice.oas erg/etyindex MEX/MEX Apreements_o aspid/30/2014 9:36:07 PM]
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Colombia Wire Rod Imports 2011-2013

PUBLIC VERSICN

i IMPORTS IMPCRTS IMPORES
3.91.20.00 » 7213.91.90.00 - 7227.80.00.1) TRES 0L 000 - 7213.91.90.00 - 7227.90.00.10 2213.91.14.00 - 7213.91.90.00 - 7227.90.00.10
YEAR 2011 YEAR 2012 VEAR 2043
By Country By Country By Country
Kitograms Kifogranes KHograms
- alume £t ysb Valus Country of Origin Vatime 1 ospvaie L . - 1 sovaiie” | volume
MEXICO 96,925,827 7,654,623 54.67% IVEEXIC O 88,622,910 70,781,688 48.73% MEXICO 150,883,245 140,361,524 81.21%
VENEZLIELA 30,972,580 21,219,003 17.47% TRINIDAD ANEB TOBAGC 44,965,615 30,910,293 22.67% CHINA 21,119,268 11,610,370 2.98%
BRAZIL 536,887 20,223,613 17.23% VENEZLELA 18,635,518 12,867,858 9.40% SRALZIL 9,500,971 5,689,118 4.05%
TRENIDAD AND TO 131,108,945 8,215,950 £.27% BRAZIL 18,586,814 12861 844 9.37% JAPAN 060,835 5,290,130 3.85%
CHEHNA, : 5,304,369 4,054,008 2.98% SPAIN 5.452,979 5,388 056 4. 26% THRINIDAD ANE TOBAGD 1829272 1,192,452 2.78%
LNITED KINGDO 1,711,063 1.678,235 0.97% TURREY 3,604,850 2,487,347 1.82% UNTED KINGDOM 1,772,989 1.578,794 £.75%
SPAIN 583,471 509,550 0.23% CHINA 2,998,397 1,995,854 1.51% SPAIN 450,830 370,837 &.200
LUXEMBURE 138,648 105,054 0.08% LNITED KINGDOM 2,037,813 041,086 1453% BELGIDM B3 ITL 194,574 {159
EINLAND 4114 S,051 0.00% HONGE KONG 245,340 160,860 2.12% LINITED STATES 22,554 28,267 £.01%
JOTAL 2011 177,216,902 130,623,088 100.60% ECLADOR 9?559{} 75,486 8.05% IYALY 0,900 21,240 0.01%
Source; Bacex LUXEMBURG 36,250 26,517 0.02% UKRAINE 9,380 6,144 .00
LINITED SYATES 31,764 48,816 G.02% FINLAND) 7,592 37,005 0.00%
LHILE 408 BR4 0.0086; COSTA RICA 80 63 0.00%
TOTAL 2012 198,310,236 139,646,680 100.00% TOTAL 2013 235,050,811 146,352,526 100,000
Sourcer Bavex Source: Bacex
Maxico's average:participation in total Imports {2011-2013) 63.28%
Safeguard Quot 174,452,000 kgs.
Estimated Mexico's Share of the Quota based on average participation 110,397,215 kgs.

NOTES:
Quantities on the
Mexico has an im

nual exports to Colomobia [2013-2013)

& annual exports to Colombia {2013-2013}

port data infoude medi

and high cart

duty advantage over other countries because of the Free Trade Agr

128,810,663 kegs.

[ Jkgs_

wire ror, which are exciuded from the safeguard measure.
with Colombi

Eex%caa wive rod fays 09 knport duty an Colombly, so importers will prefer te buy fram Mexico then from other countries subject to lmport duties.

PUBLIC VERSION
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PUBLIC VERSION

Soures: Lommplied from dats It b resp w Cormmissions o
U5 Prodycer Tabie iv-3; US bngerier Tapte B30 {Deacarda)

MARGIN - Product 2
50.00% —‘—'— - — S — — |
40,00% |— |
|
| 3000% | [
|
20.00% -
|
10.00% —o— MARGIN
—— Linear {MARGIN}
oa0% +— |
SHROO%
B T T TS T e T S— . | s
s 3 s ed s i (%} ™ F= P o ™ d i H ™ “ ) B - i [T
TR R R IR IR IR R IR IR R IR IR IR IR 1R
§%§S§%'§5i§%§8§s\:§.g;%ggsé'g‘g
2008 | 2008 | 2008 | 2008 | 2009 | 2003 | 2008 | 2009 | 2010 | 200 | 2010 | 2010 | 2013 wnfzmuzan‘zazz 2012 | 2012 | 2012 | 2013 2013‘2313 2013 |
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PUBLIC VERSION

Souree: Lompiied from data Jited I reap G i g st
LIS Producer Tokte [V-1; US lmporter Table |6-3b {Beacera}

MARGIN - Product 4
) e i =
20.50% = = = =
\
15.00% |
10.00% ~—
500%
l |
O.00% l--- —o— MARGIN
———Linear {MARGIN}
BN T
«1000% [
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Chinese ere rod exporters pull back offers
Feh 2 i | Stacuy Frish

NEW YORK - Chinese wire rod exporters have puilec_l bacic- on _ffers toth , United States for February over fears
that retroactive duties could be appl:ed to 1mports o ' E:m, _ maxertal market sources told AMM.

Anti-dwmping and countervailing duty petztons were ﬁied Jan. 31 with the U.S, Cominerce Department’s
International Trade Administration (ITA) and the U.S. International Trade Commission (ITC) on behalf of
AreelorMittal UUSA LLC, Charter Steef, Bvraz Rocky Mountain Steel, Gerdau Ameristeel U8, Inc., Keystone
Consolidated Industries Inc. and Nucor Corp. { gmm,.com, Jan. 31).

Wire rod import transaction priees are holding steady at $570 to $580 per ton elf. Port of Houston for March
and early April delivery,

A source at a Chinese wire rod producer whose main export: market the United States said that it hasn't had any
bookings to the United States for Febmary as, peopie are: wom i

"1 usually buy from China but I haven’t had aﬂy new: affer‘; Fve spoken 1o traders who are not offering. T don’t
expect 10 see any offers from China. They will be prepared to back away from the U.S. market as they may need to
pay duties,” one Midwest wire rod buyer said. "U1.8, importers may be forced to find alternative markets such as
Turkey, Egypt, the United Arab Emirates and Spain. | don't believe there will be any offers from China to the
United States. I think China wili sell to other markets.”

Wire rod buyers in the United States rushed to the import market in December and January to replenish
inventories from China ahead of the widely expected trade case.

"The trading companies that we deal with are refusing to quote offers from: Chma Peaple have got imports frem
Chine arriving until June; there is too much fisk.to i mlpp after: ."The targins will be 100 percent, take my
word for it. Trading companies are not taking the. nsk Wy one ‘East Coast buyer said.

Some 24,999 tonnes of wire rod from C_ ina afe expected to arvive in the United States in February, down from
67,955 tonnes last month, according to_import license data through Feb. 14 from Commerce's Enforcement and
Complianee division. U7.8. wire rod imports totaled 63,277 tonnes in January 2¢13.

*1 haven't heard of any Chinese wire rod offers since the Chinese New Year (holiday). There have been no offers
from China. The traders are the importers and they haven’t been offering because they will be liable to pay the
duties,” said one wire rod buyer in the South.
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Wire rod case could lift Turkey exports

Feb 25, 2014 1 12:20 PM | Stacy Irish

LONDON — Turkey could be the nexi big exporter cEwire rod 0 th Tnited Sta_tes if anti-dumping and countervailing
duties are imposed on Chinese wire rod shlpments in an oaga rade ¢ 5. market sources told AMM.

11.8. market participants have been reluc'cant to agree £6 new wire Tod purchases from China due to fears of import
duties. -

The T1.8. Commerce Department has initiated dumping and subsidy investigations of imports of carbon and certain
alfoy stee] wire rod from China (amm.com, Feb, 21) after a coalition of domestic producers filed a trade complaint in
late January {_gmm.com, Jan. a1) alleging dumping margins between 99.32 and 110,25 percent and subsidy rates
above de mintmis levels,

*I¥’s too risky to import from China. Trading companies are not taking the risk, There is still the option of importing
wire rod from Turkey due to the currency weakness and its: weak emncmy," an ‘East Coast buyer said. "There will be
countries that will try to 1 the void of China, but it tomes down to the price. Chinese wire rod is the most competitive.
I think Turkey will be the next big importer, They. wzli it the Void from China in the interim. Turkey has the
connections in the U.S. and they have done business with them before.”

1.8, importers have several thousand tons of wire rod on order from China that is scheduled for delivery between
March and June, according to market participants, but they are not expecting any deliveries after June due 1o fears of
refroactive duties,

Nearly 68,000 tonnes of wire rod were expected to arrive in the United States from China in January followed by at
least 26,000 tonnes in Febnuary according to impost hcen§g data &wugh Feb. 18 from Commerce’s Enforcement and
Compliance division. S

*The anti-dumping case against China wzii bea gamc changer fer the U 8. mari(et We expect the case to be successful.

If that turns out to be true, we expect the. domestxe maIZs 1o have plenty of room 1o raise prices," a Midwest buyer said.

*Turkey has traditionally been a major pl__ayer in the U.S. wire rod market, They have been strangely absent the past
year, If China is out of the market, we expect Turkey to be back in the game in a big way.”

AMMs wire rod import transaction prices are holding steady at $570 to $580 per ton c.if. port of Houston
(amin.com. Feb, 18},

China has the most competitive prices for wire rod compared with Turkey or other potential suppliers, such as Ukraine
or Spain, market sources said, likely because China uses iron ore 1o mduee w1re roci rather than ferrous serap.

“Lhad an offer from Turkey at $620 to $630 perton ¢, f port flieus anri Chma was offering $575 to $585 ¢if.
port of Houston. China was in the market: before the Chmese New Year (holiday), but 1 haven’t heard of anything since
then,” a (1.8, wire rod producer source said. "Befoze China came on to the scene two to three years ago, Turkey was a
big exporter of wire rod to the U.S. It makes.sénsé for them to be the next big exporter to the United States. However,
their wire rod export prices are not as competitive as Chinese wire rod prices.”
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China wire rod case drives new lmports
bzl o2:52 PM | Stacy frish

NEW YORK — U.S. wire rod buyers have expressed sarprise at att : ew1mport offers frotn Turkey, Russia,
Spain and Portugal that have been driven; byan orzgomg 11:ade cas_ v Chinese product.

While new offers for early stinmer éeiweryﬁ'om t{mse four eountries are higher than previous prices from Chma,
it’s not by much, buyers said.

“We're getting offers from Turkey, Portugal and Russia that are slightly higher than previous Chinese wire rod
prices, and it was not what we were expecting,” ene U.S. wire rod buyer told AMM. “There are no more Chinese
wire rod offers te the U.S. That game is over.”

% Since the end of January, sources indicated that wire rod offers from China have dried tup due 2o the pending
{rade case, effectively forcing buyers to find new markets (amm cam, eb 18}

However, wire rod was sold at between. $580 an& $590 per ton ¢l ; .Port of Houston last week, with most offers
from Turkey for late May or June ciehvery sources said. That's up from 8570 to 580 per ton c.if. Port of Houston
before the Chinese New Year holiday.

The lack of Chinese offers could continue. The 11.8. Tnternational Trade Cormnmission last week found indication of
material injary to the U.S. industry {arom.com, March 14).

Market sources added that several thousand tons of wire rod from China is currently en route to U.S. shores
ahead of fina} determinations in the trade case,

But with so much uncertainty, others said impurts zmght not beé theabest bet

*“1 have not heard much, as we have enl‘ybee_n sputbuylng d 5 "nc fofillin arcand iarge import buys inked in
the third and fourth quarter {of 2013),” a second m&‘z}uyer said. “T had an offer from South Korea at $32.50 per
hundredweight ($650 per ton) for Jtmé,g‘aariy July delivery. We did not buy on this offer and expect tobe ina
holding pattern with the rest of the industry for another month or two.”

The U.S. Commerce Department will issue its prefiminary countervailing duty determination by April 28 and its
anti-dumping determination by July 10
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Wire rod xmport prices rise, Chma offers shrink
Mor g1, 201 | Staey Irish

NEW YORK — U.8. wire rod inport tansactmn pr:ces have nsen as }ower»pmeé offers from China have dried
up, market sources told AMM. :

Wire rod was sold last week at $610 to $620 per ton e.if port of Houston for May and early June delivery, mostly
from ‘Turkey, sources said, up from $586 to $590 per ton previonsly.

“Turkey has been knocking at my door with wire rod offers,” one wire rod buyer said. "The lower offer prices from
China have dried up.”

Wire rod offers from China have disappeared since the end of January due to a pending trade case, sources have
said, effectively forcing buyers to find new markets (armm.com, feb, 18 1

(1.8, wire rod buyers have been purchaszng material frem a vanety cf sources including Russia and Spain, but
Turkey has been the most atiractive smm:e due to 1ts ccmpehnve prices, AMM has been told.

Some importers booked medium to largq _wxr_e:md tonnages from China at the end of last year and early this year,
which are expected to arrive in the United States in April and May.

“Purkey is a big market but there are offer prices from other countries. Wire rod is being sourced from Turkey,
Spain and Russia. People still have material on order from China, so they do not need to buy for at least 2 month,”
one wire rod trader sald,

The lack of wire rod offers from China could comtinue, as the U.8, I_ntgmaﬁongi Trade Commission i mid-March
found indication of material injury to the domestic industry (amm.com, Margh:14).
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Insteel expects favorable ruling in trade case
Apri8 2ot BM | Thorsten Schier

NEW YORK — Insteel Industries Inc. expects a fgvorabie mhng in t e.:_pendmg trade case against Chinese wire red
producers ard sees no shortages in the U.S: rod mark asa result, the combany’s top executive said,

"We believe that the trade case will be successfzzi an{i sestilt in gmficaat duties being impesed on Chinese rod exports,
causing them to become uncompetitive and ‘resuifing in their exit from the U.S. market,” president and chief executive
officer .0, Woliz 111 said April 17 during an earnings conference call.

The 1.5, Commerce Department is expecied to give its preliminary anti-dumping decision July 10 (amm.com, March
14), while the Infernational Trade Administration (ITA) recently postponed a preliminary determination in s
countervailing investigation untit June 30 (amm.com , April 1),

INSTEEL lﬁﬂUSTRIES IHC "We expect transaction prices fo:_' foreiga rod to rise, but we do not expect the
o trade case to result ini shorts ges " Woltz said | 'in anticipation of a favorable verdict.

ting “out Chmese yod might well be a boon for large

873. conszz emsuch'as Tristeed.

i "The Chmese have a habit ... of fust executing a very undisciplined commercial
36 plan in this market, and the ramification of that is about all purchasers end up
80 paying the same prices and larger purchasers like Insteel frequently lose the value
of their purchasing power," he said.

Rather than squeezing producey margins, prices in end-market segments that use
imported rod will ikely rige as consumers go to otherm_typzcal}y htgher-fpncedf_—femgn sourees, Woltz said. "We think
there'li be a resetting of selling prices in thme segments ' hem import rod is' used "“he said.

Despite this assertion, and also because any :mpacts f:‘o___"the trade case are only expected to be felt in Insteel’s fiscal
fourth quarter, the corpany is stocking up-on Chlnese wire rod as long as it’s still available, Woltz said.

Barring a sharp rise in ferrous scrap prices or a drastic pickup in demand, U.8. wire rod prices and finished product
prices will Yikely stay in a narrow band in the near term, according to Woltz, "Our pricing power is weak and is likely to
remain relatively weak until we see more robust demand for our products,” he said.

‘the Mount Alry, N.C.-based company’s net income fell 5.2 percent in its fiscal second quarter compared with the same
period last year despite net sales increasing 10.3 percent,

largely offset by lower spreads between

" The results "were favorably impacted by the inerease X
' pany said in a statement on its garnings

sefling prices and raw material costs and bz' her i
results. 5

Insteel’s capacity utiiization for the period was 51 percent compared with 46 percent a year earlier.

The tompany expects an improvement in market conditions in the coming months as "we are ... seeing continued
improvement in private nonresidential construction, our primary demand driver, and a heightened degree of optimism
that the slow growth recovery may be gaining momentum,” Woltz s2id in the statement.
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HTSUS subheadings 7311.00.00.60 or
7311.00.90.90. Although the HTSUS
subheadings sre provided for
convenience and customs purpeses, the
written description of the merchandise
under the investigation is dispositive.
[FR Doc. 2011-14828 Filed 6-7-11; 145 am]
PILLING CODE 2510-D8P

DEPARTMENT OF COMMERCE

International Trade Admimstration
{A-201-830%

Carbon and Certain Alloy Steel Wire
Bod From Mexico: Initiation of Angi-
Clrcumvention Ingiry of Antidumplng
Buty Order

AGENCY; Import Administeation,
International Trade Administration,
Department of Commerca.

nATES: Effective Date: fune 8, 2011,
FOR FURTHER INFORMATION CONTACT!
Jolanta Lawska or Erle B. Greynoids,
AD/CVD Operations, Office 3, Tmport
Administration, International Trade
Adrninistration, U.S. Department of
Commerce, 14th Strest and Constitution
Avenue, NW,, Washingten, DG 20230;
telephone: (202} 482-8362 and {202)
4826071, respectively.
SUPPLEMENTARY INFORMATION: In
separate submissions filed on February
11, 2011, ArcelorMittal USA LLC,
Gerdau Amezisteel U8, Inc., and Rocky
Mouniain Steel, a division of Evraz Inc,
NA, {collectively ArcelorMittal USA, et
al} and Nucor Corporation and Cascade
Steel Rolling Mills, Inc. {collectively,
Nucor/Cascade} requested that the
Depazrtment of Commerce (the
Department] initiate a scope inquiry,
under 19 CFR 351.225{K)(2} o
determine whether wire tod with an
actual diameter between 4.75 and 5.00
miltimetars (mm) is within the seope of
the antidumping (AD] order on carbon
and certain alloy steel wire rod from
Mexico.t See Notice of Antidumping
Duty Orders: Carbon and Certain Alloy
Steel Wire Rod from Brazil, Indonesia,
Mexico, Moldova, Trinidad and Tobago,
and Ukraine, 67 FR 55945 (October 29,
2002} {Wire Rod Order}. Alteroatively,
petitioners argue that the Department
should initiate an anti-circurovention
inquiry with regard fo two Mexican
firms, Deacero 5.A. de C.V. {Deacera)
and Temnium Mexico S.A. de CV.
{Terniwm}, and find that wire rod with
an actual diameter between 4.75 and
5.00 mm produced by these firms
constitutes a “minor alteration” or a

ArcelarMittal USA, at. af, and Nucro/Caseade,

“later developed product” thereby
resulting in shipments of such wire rod
from Deacero and Ternium falling
within the scope of the Wire Rod Order.
See 19 CFR 351.225{1) and (j}; see also
sections 781(¢) and {d) of the Tariff Act
of 1930, as amended (the Act}.

n March 14 and 23, 2011, Deacero
filed comments rebutting petitioners’
arguments, Op March 24 and 25, 2011,
petitioners responded o Deacero’s
comments. On March 25, 2011, ilinois
"Taol Works Inc. (ITW) filed comments
objecting to petitioners’ allegations. On
March 28, 2011, the Department
extended antil May 18, 2011, the
deadline for determining whether to
initiate an inquiry into petitioners’
allegations. On April 18, 2011,
petitioners responded to the comments
of ITW. On May 3. 2011, Deacerc
responded to the comments made in
petitioners” Marcls 24, and 25, 2011,
submissions.

Scope of the Order

The merchandise subject to this order
is certain hot-rolled products of carhon
steel and alloy steel, in coils, of
approximately round cross section, 5.00
m or more, but less than 18.00 mm, in
solid cross-sectional diameter.

Specifically sxcluded are steel
products possessing the above-noted
physical charactezistics and mesting the
Harmonized Tariff Schedule of the
United States (HTSUS) definitions for
(a) Stainless steek; (b} tool steel; (c] high
nickel steal; {d} ball bearing steel; and
(e} concrete reinforcing bars and rods.
Also excluded are (£) free machining
steel products (i.e., produsts that
contain by weight one or more of the
following elements: 0.03 percent or
moare of lead, 0.05 percent or more of
bismuth, 0.08 percent or more of sulfur,
more than 0.04 percent of phosphorus,
more than 0.05 percent of selenium, or
mere than 0.01 percent of tellurium).

Also excluded from the scope are
16080 grade tire cord quality wire rod
and 1080 grade Hre bead quality wire
rad. Thizs grade 1080 tire cord guality
rod is defined as: {i} Grade 1080 tire
cord quality wire rod measuring 5.0 eun
or more but ot more than 6.0 mm i
cross-sectional diameter; {ii) with an
average partial decarburization of no
more than 790 micrans in depth
{maxizpure individeal 200 microns); (3ii)
having no inclusions greater than 20
migrons; {iv} having a carbon
segregation per heat average of 3.0 or
better using Furopean Method NFA 04—
114; {v) having a surface quality with no
surface defects of a length greater than
0.15 mm; {vi) capable of being drawn to

fewer breaks per ton, and {vii}

e ot specifivallyexcludedrare~

containing by weight the foliowing
elements in the proportions shown: {1}
.78 percent or more of carbor, (2] less
than 0.01 percent of aluminum, {3}
0.040 percent or less, in the aggregate,
of phosphorus and sulfur, {4) 0.006
percent or less of nitrogen, and {5) not
more than 0,15 percent, in the aggregate,
of copper, nicks! and chromium.

This grade 1930 tire bead guality red
is defined as: {i) Grade 1089 tire bead
quality wire rod measuring 5.5 mm or
more hut not more than 7.0 mm in
eross-sectional diameter; fii} with an
average partial decarburization of no
mors than 70 microns in depth
{maximum individual 269 microns); (i}
having no inchusions greater than 20
miecrons; {iv) having a carbon
segregation per heat average of 3.0 or
better using Euvropesn Method NFA 04
114; (v} having a surface quality with no
surface defects of & length greater than
©.2 mm; {vi} capabie of being drawn to
& diameter of 0.78 mn or larger with 0.5
or fewer breaks per ton; and (vii}
containing by weight the following
elements in the proportions shows (13
0.78 pervent or more of carhon, {2} less
than 0.01 percent of soluble aluminum,
{3 0.040 percent oz less, in the
aggregate, of phosphorus and suifur, (4)
0.008 percent or less of nitrogen. and (5)
either not more than 0.15 percent, in the
apgregate, of copper, nickel and
chromium (if chromdum is not
specified}, or not more than 0.10 percent
in the aggregaie of copper and nickel
and a chromiuwm coutent of 0.24 10 0.30

roent (if chromium is specified}.

The designation of the products as
“tire aord guality” or “tive bead quality”
indicates the acceptability of the
product for use in the preduction of tire
cord, tire bead, or wire for use in other
rubber réinforcement applications such
as hose wive. These quality designations
are presumed to indicate that these
products are being used in tire cord, tire
bead, and other rubber reinforcement
applications, and such merchandise
intended for the tive cord, tive head, or
other rubber reinforcement applications
is not included in the scope. However,
should petitionars or other interested
parties provide a reasonable basis to
believe or suspect that there exists a
patiern of importation of such products
for other than those applications, end-
use certification for the importation of
such produets may be required. Under
such circumstances, only the importers
of record would normally be required to
eertify the end use of the imported
merchandise.

All products meeting the physical
deseription of subject merchandise that

included in this scope.

-
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The products within the scope of this
order are currently classifiable under
subheadings 7213.91.3010,
7213.91.3090, 7213.91.4510,
7213.91.4590, 7213.91.6010,
7213.91.8080, 7213.99.0031,
7213.99.0038, 7213.99.0690,
7227.20.6010, 7227.20.0024,
7227.20.6000, 7227.20.0005,
7227.90.6051, 7227,80.6053,
7227.00.6058, and 7227,90.6080 of the
HTSUS. Although the HTSUS
subheadings are provided for
convenience and customs purpases, the
written description of the seope of this
proceeding is dispositive.

Initiation of Minor Alterations Anti-
Circumvention Proceeding

Section 781{c) of the Act provides that
the Department may find circumvention
of an AD order when products which
are of the class or kind of merchandise
subject to an AD order have been
“altered in form or eppearance in minor
respects * * * whether or not included
in the satne taxif classification.” Based
on the arguments and information
contained in pstitioners’ allogation, we
find that there is a sufficient basis to
initiate an anti-circmvention inquiry
pursuant to section 781{c} of the Act
and 19 CFR 351.228(i) to detarmine
whether wive tod with an actual
diameter measuring between 4.75 mim
and 5.00 mumn results from a minor
alteration, and thus, a change so
insignificant as to render such wire red
subject to the Wire Hod Order. Fora
summary of the comments received
from interested parties and fusther
discussion of the Department’s basis for
initiating this minor alteration inguiry,
see the accompanying Memoranduom to
Ronald K. Lorentzen, Deputy Assistant
Secretary for Import Administration,
“Initiation of Minor Alteration
Circumvention Inquiry on Wire Rod
With an Actual Diameter Between 4.75
and 5.00 Millimeters,” {laitiaiion
" Memorandusa}, of which the peblic
version is on fle in the Central Records
Unit (CRUY, Room 7046 of the main
Plepartment of Commerce huilding,

Xs explained in the Iitiation
Memorandum, the Department has
declined to initiate on petitioners’
allegution that the wire rod at issue
constitutes u later-developed product as
described under section 781(d} and 19
CFR 351.225{3). We based our
determination on information submitted
by Deacero that indicates that a Japanese
firm made smali-diameter wire rod {e.g.,
rod with diameters as narrow as 4.2
mun} commercially available prior to the
filing of the petition,

Hivaddition,
injtizte a scope ingoiry under 19 CFR

have declined to - ~“identifisd by petitioners in their

351.225(k}2} as requested by
petitioners, As explained in the
Initiation Memorandum, we find that
the petition from the underlying
investigation: as well as information
from the International Trade
Commission {ITC) referenced in the
petition iadicates that the diameters
referenced in the scope of the Wire Rod
Order pertain to actual diameters.
Therefore, we find that wire rod with an
actual diameter of lass thar 5.00 mm is
not within the scope of the Wire Hod
Order.

Our finding under 19 CFR 351.225
{x){1), that wire rod with an actual
diameter that is less then 5.00 mmn is not
within the scope of the Wire Rod Order,
is consistent with our decision under 19
CFR 351.225{i} To initiate a minor
alteration anti-circumvention inguiry
concerning wire sod with an actusl
diameter between 4.75 mm and 5.00
mm. In Nippon Steel the Court of
Appeals for the Federal Clecuit (CAFC)
found that the Department may be
precinded from conducting a minor
alteration inguiry in instances in which
the product is well-known pricr to the
order and was specifically excluded
from the investigation. See Nippon Sieel
Corp. v. United States, 219 ¥.3d 1348,
1336 (Fed. Cir. 2000) {Nippon Steel).
The Wire Hod Order does not
specificaily exclude wire rod with an
actual diameter between 4.75 mm and
5.00 mem and, thus, the conditions
necessary to preclude a minor alteration
inguiry are not present. The Department
reached the same conclusion in this
regard in the Wax Candles from the PRC
Inguiry Prelim, which was upheld in the
Wax Candles from the PRC Inguiry. See
Later-Developed Merchandise
Anticireumvention Ingquiry of the
Antidumping Duty Order on Petroleum
Wax Candles from the Pecple’s Republic
of China: Affirmative Preliminary
Determination of Circumvention of the
Antidumping Puty Order, 71 FR 32033,
32037 {june 2, 2008] {Wax Candles from
the PRC Inquiry Prelim), see also Later-
Developed Merchandise Anti-
Circumvention Inguiry of the
Antidumping Duty Order on Petroleam
Wax Candles from the People’s Bepublic
of China: Affirmative Fma}p
Determination of Circumvention of the
Anii-Dumping Duty Order, 71 FR
5607659076 (October 6, 2008) (Wax
Candles from the PAC Inguiry}, und
accompanying Issues and Decision
Memoerandum (Wax Candles from the
PRC Inquiry Decision Memorandum}.

We are initiating this minor alterstion
anti-circumvention inguiry on Deacero
and Ternium, the Mexican firms

circumvention ailegations. However,

“resiiltsare ddopted T our final resalty

within 45 days of the issuance of the
inttiation of this inguiry, if the
Department receives sufficient evidence
that cther Mexican manufacturers are
involved in the production of wire rod
with an actual divmeter between 4.75
am and 5.08 mm, we will consider
examining such additional
manufaciurers.

In accordance with 19 CFR
351.225{1}2}, if the Depariment issues a
prelimsinary affirmative determination,
we will then instruct CBP to suspend
liguidation end require a cash depaosit of
ssiimated duties on the merchandise
from firms covered by the
determination,

The Department will, following
consultation with interested parties,
establish a schedule for questionnaires
and comments on the issues, The
Department intends to issve its final
determination within 300 days of the
date of publication of this initiation,

This notice is published in
accordance with sections 781(c) and
781(d) of the Act and 19 CFR 351.225{i),

Bated: May 31, 2011
Ronald K, Larantzen,

Deputy Assistant Secretary for Import
Administration.

¥R Doc, 201514047 Filed 6-7-11; 8:45 am}
BILLING CODE 3510058

DEPARTMENT OF COMMERCE

international Trade Administration
[C-570-938]

Citric Acid and Cerlain Cirate Salts
from the Peopie’s Republic of China
Preliminary Resulls of Counlervailing
Duty Administrative Review

AGENCY: Import Administration,
International Trade Administration,
Department of Commeree,

suMMARY: The Department of Commerce
is conducting an administrative review
of the countervailing duty order on
citric acid and certain citrate salts from
the People's Republic of China for the
pertod September 19, 2008, through
December 31, 2009, We preliminarily
find that RZBC Co., Ltd. {*RZBC Co.”)
RZBC fmport & Export Co., Lid. (“RZBC
1&E"}; RZBC (Juxian} Co., Ltd. ("RZBC
Jaxian'}; and RZBC Group Co., Ltd.
{“RZBC Group™) {collectively, “RZBC",
and Yixing Union Bicchemical Co,, Lid.
{“Yixing Union Co.} and Yixing Union
Cogeneration Co., Lid, {“Cogeneration”)
{collectively, “Yixing Union”} received
voumtervailable subsidies during the
period of review. If these preliminary

of this review, we will instmuct 113
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MEMORANDUM TO:  Ronald K. Lorentzen
Deputy Assistant Secretary
for Tmport Administration

- FROM: ' Christian Marsh OW\

Deputy Assistant Secretary
for Antidumping and Countervailing Duty Operations

RE: ‘ Anti-Dumping Duty Order on Carbon and Certain Alloy Steel
Wite Rod from Mexico : )

SUBJECT: Tnitiation of Minor Alteration Circumvention Inquiry on Wire Rod
with an Actual Diameter between 4.75 and 5.00 Millimeters

Summary

In separate submissions filed on February 11, 2011, ArcelorMittal USA LLC, Gerdau
Ameristee] U.S. Inc., and Rocky Mountain Steel, a division of Evraz Inc. NA, (collectively
ArcelorMittal USA, gt al) and Nucor Corporation, and Cascade Steel Rolling Milis, Inc.
(collectively, Nucor/Cascade) requested that the Department of Commerce (the Department)
initiate a scope inquiry, under 351.225()(2), to determine whether wire rod with a diameter .
between 4.75 and 5.00 millimeters (mm) is within the scope of the antidumping (AD) order of
the above-mentioned proceeding.! See Notice of Antidurping Duty Orders: Carbonand
Certain Alloy Steel Wire Rod from Brazil, Indonesia, Mexico, Moldova, Trinidad and Tobago,

“and Ukraine, 67 FR 65945 (October 29; 2002) (Wire Rod Order).” Altematively, petitioners

argue that the Department should initiate an anti-circumvention imquiry with regard 10 two
Mexican producers, Deacerc S.A. de C.V. (Deacero) and Temnium Mexico S.A.de C.V.
(Ternium), and find that wire rod with 2 diameter between 4.75 and 3.00 mm produced by these
firms constitutes 2 “minor alteration™ or @ “‘later developed product” thereby resulting in
shipments-of such wire rod from Deacero and Ternium to fall within the scope of the Wire Rod
Order. See 19 CFR 351.225(i) and (j); see also sections 781(c) and (d) of the Tariff Act of 1930,
as amended (the Act).

! This memorandum uses the term petitioners o refer collectively to ArcelorMittal USA, et, gl and Nucro/Cascade.
£ Crc mfmemm@ymﬁwomam‘mmgtheMtx;nanpmdecﬁmg, g T

' 1
k..,f'

R “‘%E
2



We find that a formal scope inquiry, as described under 19 CFR 351.225(¢) and ((2), is
" pot warranted in this case and that the Department determines, pursuant to 19 CFR 351.225(d)
and (k)(1), that wire rod with an actual diameter that is less than 5.00 mm is outside the scope of
the Wire Rod Order. Simifarly, we also find that an anti-circumvention, later-developed product
inquiry is not warranted. However we determine to initiate an anti-circamvention scope inguiry
to determine whether wire rod with a diameter between 4.75 mm and 5.00 mm constitutes -
merchandise altered in form or appearance in such minor respects that it should be included
within the scope of the Wire Rod Order.

Applicable Regulations
1.  Scope Inquiry Pursuant to 19 CFR 351.225(k)

The regulations governing the scope determinations can be found at 19 CFR 351.225. On
matters concerning the scope of an AD order, our initial basis for determining whether a product
is included within the scope of an order are the descriptions of the product contained in the
petition, the initial investigation, and the prior determinations of the Department (such as prior
scope rulings) and the International Trade Commission (ITC). See 19 CFR 351.225(d) and
351.225(k)(1). Such scope deterrinations may take place with or without a formal scope
inquiry. See 19 CFR 351.225(d). ' : ‘ , :

Conversely, where the descriptions of the merchandise contained in the petition, the
initial investigation, and the prior determinations of the Secretary and the ITC are not dispositive,
‘the Department will consider the additional factors set forth at 19 CFR 351.225(k)(2). These
criteria analyze the following: (i) the pbysical characteristics of the merchandise; (i) the
expectations of the ultimate purchasers; (iii) the ultimate use of the product; (iv) the channels of
trade in which the product is sold; and (v) the manner in which the product is advertised and
displayed. These factors are known commonly as the Diversified Products criteria. See
Diversified Produets Corp. v. United States, 6 CIT 155, 572 F. Supp. 883 (1983). The
determination as to which analytical framework is most appropriate in any given scope inquiry is
made on a case-by-case basis after consideration of all record evidence before the Department.

2, Anti-Circumventioa Scope Inquiry Pursuant to 19 CFR 19.CFR 351 225(g), (h), (3), and’
t) :

‘ The Department may include in the scope of an order merchandise that: (g) underwent

minor assembly affer importation into the United States; (h) underwent minor assembly in a third

country prior to importation into the United States; () is altered in form or appearance in minor
respects; ot (j) constitutes later-developed merchandise.

~ Product Deécriptiou
1. Scopeofthe Order

The merchandise subject to this order is certain hot-rolled products of carbon steel and
alloy stecl, in coils, of approximately round cross section, 5.00 ram or more, but less than 19.00

o, in solid cross-sectional diameter.




Specifically excladed are steel products possessing the above-noted physical
characteristics and meeting the Harmonized Tariff Schedule of the United States (HTSUS)
definitions for (a) stainless steel; (b) tool steel; (c) high nickel steel; (&) ball bearing steel; and (¢}
concrete.reinforcing bars and rods. Also excluded are (f).free machining steel products (i.e,
products that contain by weight one or more of the following elements: 0.03 percent or more of
lead, 0.05 percent or more of bismuth, 0.08 percent or more of sulfur, more than 0.04 percent of
phospbarus, more than 0.05 percent of selenium, ot more than 0.01 percent of tellurium).

Also excluded from the scope are 1080 grade tire cord quality wire rod and 1080 grade
tire bead quality wire rod. This grade 1080 tire cord quality rod is defined as: (i) grade 1080 tire
cord quality wire rod measuring 5.0 mm or more but not more than 6.0 mm in cross-sectional
diameter; (i) with an average partial decarburization of no more than 70 microns in depth
(maximum individual 200 microns); (iii) having no inclusions greater than 20 microns; (iv)
having a carbon segregation per heat average of 3.0 or better using Furopean Method NFA 04-
114; (v) having a surface quality with no surface defects of a length greater than 0.15 mm; (vi)
capable of being drawn to a diameter 0f 0.30 mm or Jess with 3 or fower breaks per ton, and (vii}
containing by weight the following elements in the proportions shows: (1) 0.78 percent or more
of carbon, (2) less than 0.01 percent of aluminum, (3) 0.040 percent or less, in the aggregate, of
phosphorus and sulfur, (4) 0.006 percent or less of nifrogen, and (5) not more than 0.15 percent,
in the aggregate, of copper, nickel and chromium. o

This grade 1080 tire bead quality rod is defined as: (i) grade 1080 tire bead quality wire
rod measuring 5.5 mm or more but pot.more than 7.0 mm in cross-sectional diameter; (i1} with °
an average partial decarburization of no more than 70 microns in depth (maximum individual
200 microns); (iii) having no inclusions greater than 20 microns; (iv) having 2 carbon
segregation per heat average of 3.0 or beiter using European Method NFA. 04-114; (v) having a
surface quality with no surface defects of a length greater than 0.2 mm; {vi) capable of being
drawn to a diameter of 0.78 mm or larger with 0.5 or fewer breaks per ton; and (vii) containing
by weight the following elements in the propottions shown: (1) 0.78 percent or more of carbon,
(2) less than 0.01 percent of soluble aluminum, (3) 0.040 percent or less, in the aggregate, of
" pbosphorus and sulfur, (4) 0.008 percent or less of nitrogen, and (5) either not more than 0.13
percent, in the aggregate, of copper, nickel and chromium (if chromium is not specified), or not
more than 0.10 percent in the aggregate of copper and nickel and a chromium content of 0.24 to
0.30 percent (if chromium is specified). ' : '

The designation of the products as “tire cord quality” or “tire bead quality” indicates the
acceptability of the product for use in the production of tire cord, tire bead, or wire for use in
. other rubber reinforcement applieations such as hose wire. These quality designations are
" presumed to indicate that these products are being used in tire cord, tire bead, and other rubber
reinforcement applications, and such merchandise intended for the tire cord, tire bead, or other
rubber reinforcement applications is not inciuded in the scope. However, should petitioners or
other interested parties provide a reasonable basis to believe or suspect that there exists a pattern’
of importation of such products for other than those applications, end-use certification for the
importation of such products may be required. Under such circumstances, only the importers of
record would normally be required to certify the end use of the imported merchandise.

All products meeting the physical description of subject merchandise that are not
specifically excluded are included in this scope. L : '

The products under investigation are currently classifiable under subheadings

7213.91.3010, 7213.91.3090, 7213.91.4510, 7213.91.4590, 7213.91.6010, 7213.91.6090,




7713.99.0031, 7213.99.0038, 7213.99.0090, 7227 20.0010, 7227.20.0020, 7227.20.0090,
72277.20.0095, 7227.90.6051, 7227.90.6033, 7227.80.6058, and 7227.90.6059 of the HTSUS.
Although the HTSUS subheadings are provided for convenience and customs purposes, the
written description of the scope of this proceeding is dispositive.

2. . ‘ThePetition

_ The petition states that the merchandise covered is carbon and certain alloy steel wire

- rod. See Memorandum to the File from Eric B. Greynolds, Program Manager, Office 3,
AD/CVD Operations, “Excerpts from Petition,” (May 16, 2011) (Petitioner Memornadum),

which is on file in the Central Records Unit (CRU), Room 7046 of the main Department of
Commerce building.” The petition further states that the characteristics and uses of carbon and
certain alloy steel wire rod “were fully explained in the recent section 204 investigation”
conducted by the International Trade Commission (ITC). The petition then quotes the following
from the ITC 204 investigation: '

Wire rod is a hot-rolled intermediate steel product of circular or approximately circular
cross section that is typically produced in nominal fractional diameters from 7/32 inch

- (5.6mm to 47/64 inch (18.7 mm), and sold in irregulatly wound coils, primarily for
subsequent drawing and finishing by wire drawers.* The most common diameter
produced is 7/32 inch for drawing into industrial quality wire rod. Wirerod sold in the
United States is categorized by “quality” according to end use. End-use cafegories are
broad descriptions in which there is an overlap of metallurgical quality, chemistry’, and
physical characteristics. Quality and coramodity descriptions for 11 major types of wire
rod, as indicated by the Iron and Steel Society, are presented in Table 1-2. Industrial

_ quality wite rod reportedly accounts for the majority of wire rod consumed in the United
States. It is primarily intended for drawing into industrial or standard quality wire that, in
turn, is used for the manufacture of such products as coat hangers, wire mesh, and chain
link fence. Most of the industrial quality wire rod is produced and sold in 7/32 inch (3.5
mm) diameter, which is also the srnallest cross-sectional diameter that is hot-rolled in
significant commercial quantities. Tndustrial quality wire rod is manufactured from low
or medium-low carbon steel.’ '

Seg Petitioner Memo:aﬁdﬁm. The Petition further states that for purposes of the investigation

subject merchandise is: :

3 The use of the term petition refers to the petition fited with regard to wire rod from Mexico {A-201-830).
4 Wige drawers (also referred to as redrawers) manufacture wire and wire products and may be independent of the
wire rod inanufacturess 'or may be related parties (about 18 percent of domestically produced certain steel wite rod

“ was consurmed in 2000 by U:S. wire rod manufaciurers of by related redrawers in the prodiction of dowastream
 wire and wire products). '

5 Ductifity, hardness, and tensile strength of the steel are positively correlated with carbon content. Alloying
clements can ba added during the melt stage of the steeimaking process to convey various characteristics to the wire




. . certain hot-rolled, carbon steel and alloy steel products, in coils, of approximately
round cross section, between 500 mm (0.20 inch) and 19.0 mm (0.75 inch), inclusive, in
solid cross-sectional diameter.

Id.

3. The ITC

I its most recent suitset review of the Wire Rod Order, the ITC defined the domestic iike

product in the same terms a8 in the underlying investigation:

Wire rod is a hot-rolled intermediate steel product of circular or approximately circular
cross section that typically is produced in nominal fractional diameters from *1/32 inch
(5.6 mm) to 47/64 inch (18.7 mm) and sold in irregularly wound coils, primarity for
subsequent drawing and finishing by wire drawers . . . Most of the industrial quality wire
rod is produced and sold in the smallest cross-sectional diameter that is hot-rolled in~
substantial commercial quantities (7/32 inch or 5.6 mm).

See i Alloy Steel Wire Rod from Brazil, Canada Indonesia, Mexico, Moldov:
Trinidad and Tobago, and Ukraine, Investigation Nos, 701-TA-417 and 731-TA-953, 954, 957 —
059, 961, and 562 (ITC Sunset Review).

Products Subject to Inquiry Request

Petitioners state that the product covered by their scope inquiry request under 19 CFR
351.225(k) is certain carbon and alloy steel wire rod with an actual diameter between 4.75 mm
and-5.00 mm. Petitioners state that their anti-circumvention inquiry allegations pertain to wire
rod with a diameter between 4.75 mm and 5.00 mm produced by Deacero and Terntum.

Summary" of Arguments .
{. ' February 11,2011, Submissions of ArcclorMittal USA, et ol and Cascade/Nucor

“In their February 11, 2011, submissions, petitioners contend that Deacero and Ternium
shipped 4.75 mm wire rod to the United States with the express purpose of circumventing the
Wire Rod Order. Petitioners request that the Department inifiate & scope inquiry under 19 CFR
351.225(k)(2) to determine whether wire rod with an actual diameter between 4.75 mm and 5.00
mm is within the scope of the Wire Rod Order. Alternatively, they request that the Department
initiate an anti-circumvention scope inquiry under 19 CFR 151,225(i) and/or (j) to determine
whether wire rod with an actual diameter between 4.75 mm and 5.00 mm constitutes a “minor

alteration” or a “later developed product” thereby resulting in shipments of such wire rod from

Deacero and Ternium falling within the scope of the Wire Rod Ordet.

Petitioners contend that the scope language is not dispositive of the question of whether

. wire rod an actual diameter between 4.75 mm and 5.00 mm falls within the scope of the Wire

Rod Order. They argue that although the scope covers wire rod “of approximately round cross
section. 5,00 mm or more,” the scope language does not explicitly state whether it applies to




actual diameter or nominal diameter plus or minus the industry tolerance. Petitioners argue that
the American Society for Testing and Materials (ASTM) category A510, the general standard for
wire rod, provides that a 5.5 min wire rod may be delivered within, plus or minus, 0.4 mm of the
specified diameter and still meet industry specifications. They further argue that, while ASTM
A510 does not specify the tolerance for 5.0 mm wire rod, the same tolerance applies to wire rod

. with a nomiinal diameter of 5.0 mm. Thus argae petitioners, wire rod sold to a 5.00 mm nomisal

digmeter could be produced with an actual diameter ranging from 4.6 mm — 4.7 mm to 3.3 mm.

- As a result, wire rod of an actual diameter between 4.75 mm and 5.00 mm fails within the scope

of the Wire Rod Order. _

Petitioners claim the facts of their request mirror those examined in the Pasta froro Italy
and Turkey Scope Rulings. Seg Memorandum to Richard W. Moreland, Deputy Assistant
Secretary, AD/CVD Enforcement Group I, “Final Scope Ruling With Respect to the
Antidumping and Countervailing Duty Orders on Certain Pasta from ltaly and Turkey,” (May
24, 1999} (Pasta from Italy and Turkey Scope Rulings). According fo petitioners, the pasta
scope covered pasta packaged in bags of five peunds or less, but did not expressly state whether
an industry tolerance applied. Petitioners argue that the Department ultimately found ambiguity
in the scope of the pasta order based on the existence on an industry tolerance that was not
expressly roentioned in the scope and, as a result, the Department applied the scope criteria in 19
CFR 351.225(k)(2) to determine that the slight increase in package weight did not constitute a
different product outside the scope of order. 1d. Thus, petitioners argue that the facts of the
instant request require the Department to conduct a scope inquiry under 19 CFR 351.225(k)(2).

Petitioners contend that an analysis under 19 CFR 351.225(k)(2) will demonstrate that
wire rod with an actual diameter between 4.75 men and 5.00 mm falls within the scope of the
Wire Rod Order. For example, they argue that wire rod with an actual diameter of 4.75 mm is
produced in an identical manner and to the same specifications as wire rod with an actual
diameter of 5.00 mm. Petitioners argne that, as with subject wire rod, wire rod with an actual
diameter bétween 4.75 mm and 5:00 mm is sold in irregularly wound coils, primarily for
subsequent drawing and finishing by wire redrawers. Petitioners add that drawing wire rod to an
actual diameter 0F4.75 mm does not alter the wire rod’s metallurgical qualities or chemistry.
They further contend that wire rod with an actual diameter between 4.75 mm and 5.00 mm is
sold as a direct substitute for, and is inferchangeable with, subject wire rod. See the February 11,
2011 submission of ArcelorMittal USA, et al at Exhibit 2, which contains an affidavit fom an
employee at one of petitioners’ plants. As such, petitioners argue that the physical characteristics
of wire rod with an actual diameter between 4.75 mm and 5.00 rom is the same as wire rod with
an actual diameter of 5.00 mm and therefore fulfills the “physical characteristics”™ criteria
described under 19 CFR 351 225(k)(2)(i). Petitioners further assert that producing wire rod with
an actual diameter between 4.75 mm and 5.00 mm does not require retooling and that such wire
rod enters under the same HTS categories as wire rod with an actual diameter greater than 5.00
. In addition, they argne that the Department has previously found that stight differences in
physical characteristics did not constitute a different product outside of the scope. Sege, e.2.,
Affirmative Final Determination of Circumvention of the Antidumping Order on Folding Metal
Tables and Chairs from the People’s Republic of China, 74 FR 20920, 20921 (May 6, 2009)
(Folding Tables from the PRC Scope Ruling).

Petitioners also argue that the wire rod at issue fulfills the “end-use” criteria enumerated
under 19 CFR 351.225(k)(2)(i1). Petitioners argue that wire rod with an actual diameter between

475 mm and 5.00 mm is sold to the same customers for the same end uses as wire rod with an
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actual diameter greater than 5.00 mm. They contend that in both instances, the wire rod is sold
to wire redrawers for subsequent drawing into carbon and certain alloy wire that, in tum, is used
to manufacture such downstream products as nails, strand, and chain link fences.

Petitioners also argue that the expectations of the ultimate purchaser, as enumerated
under 19 CFR 351.225¢(k)(2)(iii), are the same with regard to wire rod with an actual diameter
between 4.75 mm and 5.00 mm and wire rod with an actual diameter grealer than 5.00 mm.
They contend that both types of wire rod share the same metallurgical qualities, chemistries, and
pbysical characteristics, in the U.S. market and, as a result, the expectations of the purchasers are
the same. . :

© Petitioners contend that the channels of trade, as described under 19 CFR
351.225(K)(2)(iv), are also the same with regard to wire rod with ar acutal diameter between
475 mum and 5.00 mm and wire rod with an acutal diameter greater than 5.00 mm because both .
types of wire rod are sold directly to the same wife redrawers. See ArcelorMittal USA, etal's
February 11, 2011, submission at Exhibit 2, which contains affidavits from members of the
domestic industry stating that { '
. !

‘ Petitioners acknowledge that it appears that Deacero and Temnium are not advertising the
wire rod at issue in the United States or Mexico. Nonetheless, they assert that the wire rod at
issue fulfills the “advertising” criteria under 19 CFR 351.225(0Q)(v) a8 evidenced by the fact
ihat Deacero and Temium are selling wire rod with an actusl diameter between 4.75 ram and
5.00 mm in the United States for the same purpose and the same customers as wire rod with an
actual diameter greater than 5.00 mm. They claim the lack of advertising indicates that Deacero
and Ternium are attempting to conceal sales of wire rod that should, in fact, be subject to the
Wire Rod Order. _ . '
 Alternatively, petitioners argue that, if the Department does 1ot proceed with & scope
inquiry pursuant to 19 CFR 351.225(k)(2) or finds that that the wire rod at issue is ouiside the
Titeral scope of the Wire Rod Order, the Department should find tbat the wire rod at issue
produced by Deacero and Ternium is nonetheless within the scope pursuant fo an anti-
circnmvention finding. Petitioners contend that monthly imports of wire rod from Mexico
increased significantly in November 2009 and have continued to increase through 2010. Citing
to import data and proprietary affidavits from members of the domestic industry; petitioners
claim the vast majority of this surge is attributable to wire rod with an actual diameter less then
5 00 ‘mm that was produced by Deacero and Ternium, See Petitioners’ February 11, 2011,
submission at Exhibit 7. Petitioners argne the import data demonstrate the existence of
circumvention on the part of Deacero and Ternivum. . -

" Petitioners argue fhat wire rod with an actual diameter between 4.75 and 5.00 mm
constitufes merchandise that has been altered from an in-scope product in such a minor way that
it should be considered within the scope of the Wire Rod Order, See 19 CFR 351.225(1).
Petitioners argue that the Department made a similar finding in the CTL, Plate from Canada .
Scope Ruling. See Final Determination of Circumvention of the Antidum ing Duty Order: Cut-
to-Length Carbon Steel Plate from Canada, 66 FR 7617, 7618 (January 24, 2001) (CTL Platg -
from Canada Scope Ruling). Petitioners explain that in détermining whether minor alterations
constitute circumvention of an order, the Department examines fve criteria: 1) overall physical
characteristics; 2) expectations, of ultimate users; 3) use of merchandise; 4) channels of
marketing; and 5). cost of any modification relative to the value of the imported products.
that criteria one through four are met for the same reasons as discussed above.
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Concerning the fifth criteria, they argue that the cost of modifying wire rod to an actual diameter
below 5.00 mm is minimal. Citing to a propr affidavit from a member of the U.S. industry,
petitioners claim that producing wire rod with an sctual diameter of 4.75 mm wire rod from 5.00
mm wirerod is { - 1. See ArcelorMittal
USA, etal’s February 11, 2011, submission at Exhibit 2.
To the extent that the Department finds that the wire rad at issue does not constitute a
“minor alteration” as described under 19 CFR 351.225(i), then petitioners argue, in the
alternative, that the wire rod at issue should be included in the scope of the Wire Rod Order
because it meets the description of later-developed merchandise under 19 CFR 351.225().
Petitioners argue that the legisiative history defines “ater-developed” products as ones = ... that.
contain features of technologies not in use in the class or kind of merchandise imported into the

. United States at the time of the original investigation. See S. Rep No. 40, 100™ Cong,, 1 Sess.

101 (1987). _

For the same reasons as discussed above and in accordance with 19 CFR 351 225(),
petitioners contend that the wire rod at issue is the same as that described in the scope of the
Wire Rod Order with regard to overall physical characteristics, expectations of ultimate users,
ulfimate uses of the merchandise, channels of rrade, and advertising and display of the
merchandise. Petitioners further assert that the wire rod at issue also fulfills the Department’s
commercial availability test, an additional criteria that the Department has utilized to determine
whether a product constitutes later-developed product.” See 1 ater-Developed Merchandise
Anti-Circumvention Inquiry of the Antidurmning Duty Order on Petroleym Wax Candles from
the People’s Republic of China; Affirm .ve Final Deterfnination of Circumvention of the Anti~
Dumping Duty Order, 71 PR 59076-59076 {October 6, 2006) (Wax Candles from the PRC
Inquiry), and accompanying Issues and Decision Memorandum (Wax Candles from the PRC
Inquiry Decision Memorandam). On this point, petitioners contend that the wire rod with an
actual diameter of 475 mm was not “produced in Mexico before the order was put in place and
did not becomne commercially available until after the issuance” of the Wire Rod Order. Seg
Cascade/Nucor's February 11, 2011, submission at Exhibit 2, which containg an affidavit froma
member of the domestic industry. Petitioners contend that the facts of their anti-circumvention
allegation mirror those of the Wax Candles from the PRC Tnauiry, in which the Department
found that the candles at issue constituted a later-developed product requiring their inclusion in
ihe scope. : -

2. Deacero’s March 14 and March 23,201, Submissions

Deacero argues that 19 CFR 351 225(k)(1) requires the Department to consider pot only -
the scope of the Wire Rod Order but also the petition itself and determinations by the ITC.
Deacero argues that a review of the petition and ITC determinations demonstrates that the scope
of the Wire Rod Order refers to actual, not nominal, diameters. As such, Deacero argues
petitioners’ claims that wire rod with a diameter between 4.75 mm and 5.00 mm are covered by
the scope are without merit. Deacero argues that the petition defined subject merchandise by
reference to an ITC report issued priorto a section 204 investigation, which stated that wire rod
is typically produced in nominal diameters of 5.5 mm, the smailest diameter sold in commercial.
quanities. See Deacero’s March 14, 2011, submission at Exhibit 2. -

Deacero argues that ASTM AS510, the standard for steel wire rod, reco gnizes 5.5 mm to

inal size for wire rod and that its customers have not seen such merchandise
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for sale. See Deacero's March 14, 2011, submission at Exhibits 4 and 7. Therefore, because the

industry does not appear to offer or recognize wire rod with a nominal diameter of 5.00 mm, the

petition, argues Deacere, must have been referring to actual diameters. As such, Deacero argues
the wire rod at issue is outside the scope of the Wire Rod Order.

: - Deacero further argues that interpreting the scope of the Wire Rod Order according to

petitioners’ “cominal diameter plus tolerance” approach is untenable because it would require
1.8, Customs and Border Protection (CBP) to determine which coils or parts of a coil (xf any)
out of an entire shipment have actual diameters equal fo or greater than 4,60 mm, whicb
petitioners’ claim is the low end of the tolerance for wire rod produced to & nominal diameter of

‘5 00 mm. Further, Deacero notes that even under petitioners’ infeasible approach, some of the
wire rod sold by Deacero would still fall outside the scope. This is due to the fact that the wire
rod with a nominal diameter of 4.75 mm sold by Deacero has a tolerance of 0.20 mm, which
would result in wire rod with an actual diameter of 4.55 mm being outside the scope.

Deacero contests the notion that the Pasta from Italy and Turkey Scope Rulings may
serve as a precedent for inchuding the wire rod at issue in the scopé of the Wire Rod Order.

. Deacero argues that, unlike the Pasta from Italy and Turkey Scope Rulings, the petition and prior
ITC determinations demonstrate unambiguously that petitioners intended the scope of the Wire
Rod Order to refer to actual diameters. Second, Deacero argues that the facts of the Pasta from
Italy and Turkey Scope Rulings dealt with the industry practice of overfilling packages in order

" to make the packages exceed the nominal, maximum five pound weight limit specified for in-
scope merchandise. In conirast, contends Deacero, the variance of the wire rod at issue can be
positive of negative, thereby making it impracticable to identify which, if any, 4.75 mm wire rod
has.an actual diameter that is equal to or greater than 4.60 mm, the nominal minimum diameter
minus the variance.

_ Deacero argues that the CTL Plate from Canada Scope Ruting and CFS from Indonesia
Scope Ruling are more applicable to the wire rod at issue. See Cut-to-Length Carbon Steel Plate
from Canada Scope Ruling (Tanuary 16, 1998) (CTL Plate from Canada Scope Ruling); se¢ also
Coated Free Sheet Paper from Indonesia, Korea, and the People’s Republic of China Scope
Ruling (October 17, 2007) (CFS from Indonesia Scope Ruling). According to Deacero, in these
two rulings, the Departrient found the products at issue to be outside the scope of the order
because they were'outsids fhe cbemical or weight restrictions set forth in the scope of the
respective orders. o

‘ Deacero also assests that petitioners” anti-circumvention arguments are unfounded.
Citing to testimonials from its U.S. customers, Deacero argues that wire rod with a nominal
diameter of 4.75 mm is purchased because it offers significant ‘commercial and technological
benefits, namely that it enables wire drawers to perform less processing to produce wire, thereby

' reducing costs. See Deacero’s March 14, 2011, submission at Fxhibit 7; see also Deacerd’s
March 23, 2011, submission, which contains additional U.S. customer lestimonials, Deacero
further argues that its customer testimonials demonstrate that 5.5 mm.and 4.75 mm wire rod do

" not serve as substitutes for each other. Id. According to Deacero, the customer testimonials

demonstrate fhat the use of 4.75 mm wire rod as the starting point in the production process
fessens the need for multiple redrawing of the merchandise which, in tutn, results in tensile

characteristics that are superior to that 5.5 mm wire rod. Id. Deacero adds that itisalso a

consumer of the 4.75 mm wire rod it produces and that, contrary to petitioners’ claims, Deacero

‘sells 4.75 mm wire rod in the Mexican market as well as in Canada.’ See Deacero’s March 14,

fact that it sei%s 4,75 mm




in Canada, where 1o antidumping order exists on such products from Mexico, demonstrates that
475 mm wite rod is a Jegitimate product produced in the ordinary course of business. On this
 pasis, Deacero argues that petitioners have not met the standard for initiating 2 minor alterations
inquiry under 19 CFR 351.225G). _ o
" Deacero also contests petitioners’ claims that 475 mm wire tod constitutes a later- _
developed product. Deacero argues that petitioners’ claims that 4.75 mum was not commercially
available before the original antidumping investigation rests solely on & claim from a {
] at one of petitioners’ plants. Deacero asserts that this claim is false. Citingtoa
technical report issued by Kawasaki Steel, Deacero contends that the Japanese firm developed 4
fout-roll mill production process that enabled it to produce wire rod in diameters as low as 4.2
mm in response to “customers’ need to reduce processing costs” and that Kawasaki Steel
sguccessfully put” the small diameter wire rod “into commercial operation” in 1998. See
Deacero’s March 14, 2011, submission at Exhibit9. Deacero notes fhat Japan has never been
subject to a U.S. dumping order on wire rod and, thus, Kawasaki Steel’s the development-of the
product cannot be viewed as an attempt o avoid U.S. dumping duties. On this basis, Deacero
asserts that the wire rod at issue cannot he considered a later-developed product.

3.  Cascade/Nucor’s March 24 and ArcelorMittal USA, et al March 25, 2011, IS\u'bmissions _ |

. Petitioners contend that the smission of the word nominal from the scope of the Wire
Rod Order cannot be taken as conclusive evidence that petitioners’ intended to define the
diameters in the scope in actual terms. Petitioners further note that the TTC report referenced in
the petition discussed 3.5 mm fo 5 6 mm wire rod. If, as Deacero claims, the petition sought to
mirror the language of the ITC report, then the scope of the Wire Rod Order would have referred
to a minimum diameter of 5.1 mm of 5.2 mm. Petitioners further argue that the record of the
TT'C’s unrelated section 204 investigation is not one of the documents that the Department’s
regulations permit it 10 take into consideration when deterrmining the clarity of the scope.
Petitioners further argue that the scope of the Presidential Order that was the subject of the
section 204 investigation and the section 201 order on which it was based, specifically excluded
Mexico and, thus, is not relevant to tbe scope of the Wire Rod Order. In addition, petitioners
contend that the scope of the 201 order contains no modifier indicating whether the referenced
diameters were meant to be determined on a nominal or actual basis. \

Petitioners argue that Deacero’s arguments concerning 4.60 mm wire rod is speculative-
because Deacero has not deronstrated that it in fact produces such merchandise. They add that.
Deacero’s argument on this point fails 10 address the issue that1s actually before Department,
which is whether wire rod with an actual diameter between 4.75 mm and 5.00 mm should be
covered by the scope of the Wire Rod Order, Petitioners contend that the issue of whether wire
rod with an aciual diameter of 4.6 mm would be covered by the scope is one that is the proper
subject of a separate scope inquiry. Thus, argue petitioners, Deacero bas not rebutted the
contention that the scope language of the Wire Rod Order is ambiguous and requires a scopé
inguiry under 19 CFR 351.225(k) in order to determine whether the wire rod at issue is subject to
the Wire Rod Ogder. , ; ) ‘ '

Petitioners reiterate their argument that the Department should initiate an anti-
circumvention inquiry in the event that it declines fo initiate a sCope inquiry under 19 CFR
- 351.225(k). Petitioners contend that Deacero bas failed to rebut their allegations that wire rod of
. . an actual diameter between 4.73 mm and 5.00 mm fulfills the minor alteration and later~-
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" developed criteria for circumvention as specified under 19 CFR 351.225(1) and (j). According to
© petitioners, Deacero’s comments focused primarily on the purported commercial availability of
4.75 mm wire rod prior to the imposition of the Wire Rod Opder. However, petitioners argue '
. that Descero bas not submitted any evidence that 4.75 mm was commercially available in the
© United States or México, the relevant markets in this case, before the imposition of the Wire Rod
Qrder.

Petitioners dispute Deacero’s claim that the Pasta from Traly and Turkey Scope Rulings
are not applicable because they dealt with packaging volumes that exceeded the parameters of
the scope whereas the tolerances of the wire rod at issue can be positive or negative. First,
petitioners argue that industry practice is to ship merchandise whose actual diameters are below
' the nominal diameter in order to save ont freight and steel costs, as opposed to producing
merchandise with a diameter that exceed the nominal specification. Second, petitioners dismiss
Deacero’s argutnents concerning the practicality of interpreting the scope in the manner
requested by petitioners. Petitioners argue that practicality is not one of the criteria the
Department may analyze under 19 CFR 351.225. ‘ :
Petitioners also contest Deacero’s claims concerming the CTL Plate from Canada Scope
Ruling and the CFS from Indonesia Scope Ruling. They point out that more recently the
" Department has found that the alteration of the chemical content of CTL plate constitutes
circumvention. See A tive Final Determination of Circumvention of the Antidumping Dut
Order on Certain Cut-to-Length Carbon Steel Plate from the Peovle’s Republic of China, 74 FR
40565 (August 12, 2009) (CTL Plate from the PRC Scope Ruling). They also claim that the
Department’s finding in the CFS from Indonesia Scope Ruling hinged on the fact that the request
was filed too late in the underlying investigation to be considered rather than on the merits of the

parties’ arguments.

4 Titinois Tool Works Inc.’s (ITW) March 25,2011, Submission

ITW reiterates the points contained in the customer testimonials of Deacero’s March 14
and March 23, 2011, submissions. ITW states that after 4.75 mm, the next availablc nominal
gauges for wire rod are 5.5 and 6.5 mm. ITW states that wire rod with a nominal diameter is
separate and distinet from wire rod with nominal diameters of 5.5 mm and 6.5 mm, ITW notes
that 4.75 mm allows it to achieve significant cost savings by reducing the number of times the
wire must be redrawn. It also states that the reduction in the redrawing process results in 2
finished product that is less brittle than products produced from 5.5 mm wirerod. Lastly, it
states that U.S. mills do not produce 4.75 mm wire rod. .

5. Nugor/Cascade’s Aprl 18, 2011, Submission

Petitioners contend that ITW’s comments are unhelpful in the Department’s analysis of
the scope of the Wire Rod Order and do not support Deacero’s request that the Departmaent find
the wire rod af issue outside the scope pursuant to 19 CFR 351.225(k)(1). Petitioners argue that
* TW’s comments are more properly addressed in the context of a full scope and/or
circumvention inquiry. ‘
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-6 Deacero’s May 3, 2011, Submisston

Deacero’s disputes petitioners’ claims that the language of the section 204 investigation
is not relevant fo the Department’s analysis under 19 CFR.351.225(k). Deacero points out that,

- in defining the scope, the petition quotes the ITC’s report. The petition, notes Deacero, cites to

language from the ITC report that wire rod is a product with a nominal diameters of 5.6 mm to
18.7 mm and then immediately afterwards defines the scope of the underlying AD investigation

a5 wire rod with & diameter of 5.00 mm to 19.00 mm. Deacero argues that, read in context, the

petition makes petitioners’ intent unmistakable, namely that they sought to define the scope of
the Wire Rod Order to include wire rod with a nominal diameter of 5.5 mm and possibly having

.an actual diameter of 5,00 mm.

Descero further contends that petitioners have failed to challenge the testimonials of
Deacero®s U.S. customers that 5.00 mm wire rod is not a recognized nominal size and, thus, the
customers’ claims must be viewed as accurate, Because the minimum diameter used in the

-petition is not a recognized nominal size, argues Deacero, the petitioners must not have intended

to define the scope of the Wire Rod Order based on nominal diameter.
Desacero disputes the notion that if the petition sought to mirror the language of the ITC

report, then the scope of the Wire Rod Order would have referred to a minimum diameter of 5.1

mm or 5.2 mm. Deacero argues that the 5.00 mm diameter included in the scope of the Wire
Rod Order merely constitutes petitioners” desire to incorporate an additional buffer of 0.10 mm.
Deacero further argues that ASTM AS510 defines nominal sizes from 5.5 mm fo 19.0mm {(in 0.3
mm increments) to the tenth of a millimeter, while defining the industry tolerance {plus or minus

. 0.40 mm) to the hundredth of a millimeter. Thus, argues Deacero, in setting the lower limit of

the scope of the Wire Rod Order to 5.00 mm, the petitioners clearly intended to define the scope
based on actual diameter range.

Lastly, Deacero states that itsells4.75 mmona nominal-diameter basis, with a tolerance
of plus or minus { ] mm. Thus, argues Deacero, none of its shipments of 475 mm fall under
the scope, which is defined based on actnal diameters ranging from 5.00 mm to 19.00 mm.
According to Deacero, this is particularly true given that, as noted by petitioners, wire rod
producers always ship light by shipping “the narrowest wire rod while remaining within industry
tolerance. Sce Petitioners® March 25, 2011, submission at 7. '

Dei}artment’s Analysis:

1. Scope Ruling Under 19 CFR 351.225(K)

_ In discussing the interpretive process the Department should follow in making. scope
rulings, the Court of Appeals for the Federal Circuit (CAFC) stated:

The critical question is not whethet the petition covered the merchandise or whether it
was at some point within the scope of the investigation. The purpose-of the petition is to
propose an investigation ... A puzpose of the investigation is to determine what
merchandise should be included in the final order. Commerce’s final determination
reflects the decision that-has been made as to which merchandise is within the final scope
of the investigation and is subject to the order. Thus, the question is whether the {final
scope of the order} included the subject merchandise. :
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See Duferco Steel, Inc. v. United States, 206 F. 3d 1087, 1096 (Fed. Cir. 2002} (Duferco). The
CAFC also commented that “a predicate for the interpretative process {in a scope inquiry} is
language in the order that is subject t0 interpretation.” Id. at 1097. Through these statements,
the CAFC found that the appropriate place to begin the analysis asto whether a product is within
. the scope of an antidumping or countervailing duty order is to review the scope langnage of the
 anfidamping duty order itself. Furthermore, the CAFC stated that “{s}cope orders may be
interpreted as including subject merchandise only if they contain language that specificaily
includes the subject merchandise or may be reasonably interpreted to include it.” Id. at 1089,

Tn accordance with Duferco, the Department must first examine the language of the scope
of the Wire Rod Order. We find the language of the scope of the Wire Rod Order is ambiguous
as to whether wire rod with an actual or nominal diameter between 4.75 mm and 5.00 mm
constitutes subject merchandise. However, 19 CFR 351.225¢k)(1) states that the Department
will also take into account descriptions of the imerchandise contained in the pefition as well as
determinations issued by the Department and the ITC. '

Language in the petition describes subject merchandise with reference to the [TC’s
section 204 investigation stating that the . .. characteristics and uses of carbon and certain alloy
steel wire rod were fully explained” in the ITCs investigation. Sgg Petitioner Memorandum.
The petition goes on to quote the portion of the ITCs section 204 investigation that defines wire
rod as merchandise with a cross-section that is “typically produced in nominal fractional
diameters. . . ranging from 5.6 mm to 18.7 mm. Id. Therefore, petitioners’ own deseription—in
a contemporaneous proceeding—of the merchandise in question leads us to conclude that the
scope of the Wire Rod Order refers to actuzl diameters and not, as petitioners later contend, to
norminal diameters. As a result, we further conclude that wire rod with an actual diameter that is
less than 5.00 mm is outside the scope of the Wire Reod Oxder. ‘

We disagree with petitioners’ argument that the section 204 investigation ispota
. determination that the Department should consider as part of the scope inquiry at issue, As noted
above, pursuant 10 19 CFR 351 225(k)(1}, the Department must take into account information
contained in the petition. Concerning the inquiry at issue, the petition itself makes reference to
+he TTC section 204 investigation in the context of the scope definition and quotes the ITC’s
- description of wire rod in that proceeding af length. Therefore, it is entirely appropriate to
consider information from the ITC’s section 204 mvestigation when reaching our decision under
19 CFR 351.225(d) that the wire rod at issue is not covered by the scope of the Wire Rod Order.

2. Anti-Circumvention Fnquiry Under 19 CFR 351 225()), Later Developed Product

We find that there is an insufficient basis fo initiate an anti-circumvention inquiry into
whether the wire rod at issue constitutes a later-developed product as described under 19 CFR
351.225(j). As noted above, the Departrent generally considers five factors in determiining

whether later-developed merchandise should be considered part of an order. However, as.
indicated in the Wax Candles from the PRC Inquiry, the Department also considers the
commercial availability of the product at issue at the time of the imposition of the order to
determine whether the product, in fact, constitutes a later developed product. See Later-
Developed Merchandise Anticircumvention Inqguiry of the Antidumping Duty Order on
Petroleumn Wax Candles from the People’s Republic of China: Affinmative Preliminary
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2006) (Wax Candlés from the PRC Inquiry Prelim), in which the Department found fhat the

. examination of the five factors enumerated under section 781{d)(1) of the Act are predicated on

the Department determining that the product at issue constitutes a later-developed product. The
Department upheld this decision in the Wax Candles from the PRC Inquiry. See Wax Candles
from the PRC Inquiry Decision Memorandum at Comment 4. On this point, we find thata
technical report from Kawasaki Steel indicates that the firm developed a four-roll mill capable of
producing wire rod with a diameters as narrow as 4.2 mm in the 1990s and that such small
diameter wire rod was put into commercial operation in 1998. 3ee Deacero’s March 14, 2011,
submission at Exhibit 9. Based on this information, we conclude that such small diameter wire
rod was commerciaily available prior to the issuance of the Wire Rod Order and, as a result, the
standard for initiating an anti-circumvention inquiry under 19 CFR 351.225(j) is not met.

Petitioners do not dispute Deacero’s claims concerning the information in the Kawasakd
Steel technical report. Instead, they argue that the later-developed product standard requires that
Deacero demonstrate that Mexican firms made the small-diameter wire rod at issue
commercially available prior to the issuance of the Wire Rod Order. However, we find
petitioners did supported this interpretation of the commercially available standard with
reference to prior findings by the Department or the courts. Therefore, we find that the standard
for initiating an anti-circumvention inquiry under 19 CFR 351.225()) has not been met.

3. Anti-Circumvention Inquiry Under 19 CFR 351 225(i), Minor Alteration

Concerning the allegation of minor alteration under 19 CFR 351.225(i), the Depariment
examines such factors as 1). overall physical characteristics; 2) expectations of ultimate users; 3)
use of merchandise; 4) channels of marketing; and 5) cost of any modification relative to the
value of the imported products. 3e¢, €.8.. Affirmative Preliminary Determination of
Circumvention of the Antidumping Duty Order on Certain Cut-fo-Length Steel Plate from the
People’s Republic of China, 74 FR 33991, 33992 (July 14, 2009) (CTL Piate from the PRC
Prelim), unchanged in the CTL Plate from the PRC Final. Bach case is highly dependent on the
facts on the record, and must be analyzed in light of those specific facts: Thus, although not
specified in the Act, the Department has also included additional factors in its analysis, such as-

comtaercial availability of the product at issue priot to the issuance of the order as well as the

. circumstances under which the products at issue entered the United States, the timing and

quantity of said entries duting the circumvention review period, and the input of consumers in
the design phase of the product at issue. Sec 74 FR at 33992-33993.

Affidavits from members of the U.S. industry included in petitioners’ February 11, 2011,
submission address the five factors enumerated above. Specifically, the affidavits attest that wire
rod with actual diardeters between 4.75 mm and 5.00 mm does not differ in any mearingful way

from and is substitutable with wire rod covered by the scope of the Wire Rod Order. See, e.g.,

ArcelorMittal USA, et al’s February 11, 2011, submission at Exhibit 2 that contains a proprietary
affidavit from an employee at one of petitioners’ plants in which the'employee states that wire
rod with a diameter between 4.75 mm and 5.00 mm is substitutable with wire rod with 2
diameter greater than 5.00 mm. Concerning the fifth factor, the affidavits allege that the relative
cost to modify wire rod to a diameter below 5.0 mm is minimal. Seg Petitioners’ February 11,

-2011, submission at Exhibit 2, which contains an affidavit from members of the domestic

industry claiming that the difference in cost of producing 4.75 rm wire rod from 5.0 mm wire

rodis [ . Further, citing to import data
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and affidavits from members of the domestic industry, petitioners allege that imports of the small
diameter wire rod at issue from Deacero and Temiutm spiked significantly during calendar years
2009 and 2010. See Petitioners’ February 11, 2011, submission at Exhibit 7.
: As indicated above, petitioners have provided evidence that subject merchandise bas been
altered in minor respects and evidence of circumvention. The evidence of circumvention is in
the form of information concerning a surge in imports of the allegedly circumventing
raerchandise in combination with affidavits that this merchandise is now being used instead of
subject merchandise. Deacero has submitted affidavits alleging the opposite in terms of possible
use. We have determined that the evidence submitted in petitioners’ alleégation is sufficient for
purposes of initiation, and will consider and address the information and arguments raised by all
partics, including the respondent, in the context of the Depariment’s inquiry. Accordingly, based
upon petitioners’ allegation, we are initiating an anti-circumvention inquiry under 19 CFR
351.225(1). ‘
" Our finding under 19 CFR 351.225 (k)(1), that wire rod with an actual diameter that is

less than 5.00 mm is outside the scope of the Wire Rod Order, is not inconsistent with our
~ decision under 19 CFR 351.225(j) to initiate minor alteration anti-circumvention inquiry

concerning wire rod with an actual diameter between 4.75 mm and 5.00 mm. In Nippon Steel
the CAFC found that the Department may be preciuded from conducting a minor alteration
inquiry in instances in which the product is well-known prior to the order and was specifically -
excluded from the investigation. See Nippon Steel Corp. v. United States, 219 F.3d 1348, 1356
(Fed. Cir. 2000) (Nippon Steel). The Wire Rod Oder does not specifically exclude wire rod with
an actual diameter between 4,75 nun and 5.00 mm and, thus, the conditions necessary for the
Department to be preciuded from conducting a minor alteration inquiry are not present. The
Department reached the same conclusion in this regard in the Wax Candles from the PRC
Inquiry Prelim, which was upheld in the Wax Candles from the PRC Inguiry.




Recommendation

Pursuant to 19 CFR 351 225(1), we recommend initiating an anti-circumvention inquiry
into whether wire rod with an actual diameter between 4.75 mm and 5.00 mm exported to the
 United States by Déacero and Ternium constitutes merchandise altered in such minor respects
that it should be included in the scope of the Wire Rod Order. If you agres, we will serve a copy
of this memorandum to all interested parties on the scope service list via first class mail, as
‘directed by 19 CFR 351. 225(!1) and 19 CFR 351, 3(}3(f}, and will notify CBP of our
dete;*mznatzon

v

- Agree : Disagree

Ronald K. Lorentzen

Deputy Assistant Secretary
for Import Administration
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rod. During 1992, *** percent of Atantic Stee&'sgmdu&onwas internatly consumed for its
of galvanized and annealed wire, and *** percent was sold to other wholly owned
subsidiaries of vaco.

Bethlehem Steel, Bar, Red & Wire Division -

Bethlchem Steel pradiuced cold-heading ality rod and rimmed steel at its Sparcows Point,
MD, facility until September m%,whﬂnitom?daﬂpmdmﬁonofmd. Its partial-year production
accounted for ¥** percent of U.S. ction of certain steel wire rod during 1992, "On January 29,
1992, Bethichem announced its ion to exit the bar, rod, and wire industry, offering ts Bar,
Rod, & Wire Division for sale, Unﬁewwmpimamammmemmmmwhem
O ey 1 S o sing o wa compleed . Seplbr
e 2 as as possivle. 'WIL Was _ '
1992, ¥a December 19 ehem anuounced that it had sigaed an of sale with an N
affiliate of Veritas Cap m,ﬁmmmem'sfomsu,m&Wmmmhlohnm, ' ]
PA, and Lagkawama, .mmkwmgmmwmpleﬁonofmnmdmdhm,md
closing Is expected in 1994, Veritas indicated that it intends t0 implement 2 substantial
modernization program in the Bar, Rod & Wire Division, including installation of a contimous
bloom caster in Johastown® ® . S

CF&I

Primarily 4 steel rails producer, CF&L steel wire rod, wire products (¢.g., weided
fence, barbed wire, and nails), and remforcing bar at its plant in Pueblo, CO. Oa November 7,
IQQO,CF&Iﬁladﬁ}rpmtacﬁmmdammilof&mBmmmcyCode. The ipal reasons
formeChapmHﬁlingwerstbemmpaayspmicnpiauobﬁgaﬁau.whichwas by an _ x B
estimated $145 milfion, and health inserance costs. A federal court approved the @
rchaseofCF&ibyOmgonStedMﬂis,ImﬁPonlan&msed ; ) in March 1993, whereby -
regon Steel would purchase CE& for $100 miltion to upgrade the Puebl B Cr&t "
acommtedﬁor***pm@ﬁcfﬁ.s.pmducﬁoaofmiuswdwkemédmgl .

Charter Roiling
% ChmetkoilingcfSankvﬂle;g{), pmduceshot«m&iedcatbonmcﬂtain,ﬁoysteeiwkemd
1

R
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in sizes ranging from 4 ram (0.157 nearly 22 mum (0,89 inch) and cold-heading wire in size
diameters from 0.062 inch up to 0.859 mch, which is drawn in-house. e B

Connecticut Steel ,

- Accounting for *** percent of total U.S. uction of certain steel wire rod, Conmecticut : I
Steel prodices iow-carbouwii‘ewdati:sroﬂig ity in Wallingford, CT. ***, During 1992, 3
e porcent of Connecticut Steel’s production certain steel wire sod was consumed internally o %
produce wire mesh. . ' . '
Co-Steel Raritan

Actounting for *** percent of U.S. production of certain steel wire rod, Co-Steel Razitan
produces a wide range of high- and low-catbon and alloy rod products at its facility in Perth Amboy,

S Pross Release, Bettlehem Stoe} Corp, May 15, 1992, -
gﬁ*mxfhm.ammwm.mzz.ms. o : '
) . i
H
¢

& CF&I Gets Nod on , Mar. 1993, p. 6.

o Reorgaization,” Meral Producing
Directory of Wire Companies of North Amerlca: 1991, p. 45,
0-22

Pl Tens T d i bieadnd bt e BT ad T 3 AT T TS TR Gl eh e Ehodmams Rl



EXHIBIT 20




Mexico's imports of Wire Rod by Country gy
Tariff Subheadings 7213 and 7227
Volume - Kilograms = -

COUNTRY 2008 2009 2010 2011 2012 2013
Austria 61,630 138,084 108,906 236,358
Brazil 47,616 7,266,909 2,947,885 31,461 554,309

{anada 63,040 680,256 322,758 1,460,999 3,246,228 850,668
Chile 30

China 31,200 2,661 200 4,942,826 9,344,293 7.047,832
France 51,750 36,517

Germany 2,835,821 1.017,711 1,595,198 19,738,620 7,615,612 8,926,563
Guatemala 4,215

Hong Kong 1 744 1,150
India &7

italy 135,391 3 5,524 5 214,096 235
japan 551,580 61,545 957,022 1,811,137 54,933 286,116
Korea 157 70

Mexico 40,000
Netherlands 6,731 41,165

Norway 0

Pakistan 0
Portugal 21,528,019

scuth Korea 2 97 261 860 4,808,476 5,219,025
Spain 105,158 457,584 2,596,748 2.401,266 3,507,325 904,660
Sweden 5,547

Switzerland 15 30 984,046 758,029 642,222 211,870
Taiwan 143,731 13,9386 44,089 33,117 45 469 21,759
Trinidad and Tobago 26,747,936

Turkey 10,282 19,982
{kraine 25,370

Unidentified countries g5

United Arab Emirates 40,647
United Kingdom {Great Britain & Northern Ireland) 102,494 79 42,335

Linited States of Amerlca 26,885,820 20,724,727 20,496,486 23,061,533 18,653,349 22,076,664
TOTAL 30,935,806 56,973,532 30,082,882 54,386,310 71,443,898 46,883,561

Source: Secretgrio de Economia - SIAYI (Mexican Ministry of Economy) hitp:/fwww.economia-snei.gob.mx/
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A-201-830-

Circumvention Inquiry

Public Version,

Office 3; Operations: JL; BBG

DATE:. : September 24, 2012

MEMORANDUM TO: Paul Piquado
Assistant Secretary
for Import Administration
FROM: * Christian Marsh
Deputy Assistant Secretary

for Antidumping and Countervailing Duty Operaions

Wire Rod from Mexjco
SUBJECT: Firal Results of Minor Alteration Citcumvention Inquiry on
' Catbon and Certain Alloy Steel Wire Rod with an Actual Diameter .
of 4.75 Millimeters (nm} to 5,00 mm ,
Backgroun_d

On December 20, 2011, the Department of Commerce (the Department) issued the
Preliminary Determination in the above-mentioned AD circumvention inquiry, See Carbonand
Certain Alloy Steel Wire Rod from Mexico, Affirmative inary Determinationof
Circumvention of the Antidumying Duty Order, 76 FR 78882 (December 20, 2011) {Preliminaty
Determingtion), and accompanying Issues and Decision Memorandum (Preliminary Decision
Memorandum), - On January 12, 2012, Deacero S.A. de C.V. (Deacero) submitted its case brief,
On January 23, 2012, ArcelorMittal USA LLC, Gerdau Ameristeel U.5. Inc, Rocky Mountain
Steel, and Members of the Wire Rod Producers Coalition (collectively, the Coalition} and Nucor
Corporation (Nucor) submitted rebuttal briefs." No party requested a heating.

As discussed below, we consnue to find that Deacero’s shipments of certaio alloy steel
wire rod (wire rod) with an actual diameter of 4.7 mm to 5.00 mm produced in Mesico and
gxported to the United States by Deacero are circumventing the Order? In addition, we continue
to find that our affirmative final determination applies solely to Deacero because information
supplied by Ternium Mexico S.A. de C.V. (Temium), the other respondent included in
petitioners’ initial circumvention filing, indicates that it did not produce or sell merchandise
subject to this circumvention inquiry. We recommend that you approve the positions described
in the “Discussion of the Issues” section of this memorandum. Below is the complete list of the
issues for which we received comments from parkes,

¥ The Dapafﬁnen{ efers. to, the Coalition and Nucer collectively.as petitiondrs.
?, See Notice of Antidwmping Duty @rders;, Carbon wi Certain Alloy Stool Wi

o Cerdnin Alloy Steel Teod from Brovdl, fedonesia,
Mexiso, Moldova, Trinidad and Tobago. and Uleaine, 67 FR 65945 (October 29, 2002) (Order).

SRFTIVIESY DN
e, _




‘Comment 1; Whether Initiation of a Minor Alteration Inquiry is Contingent Upon Whether the

Products at Issue Existed Prior to the Investigation

Comment 2; Whether the Products at Issue Were Commercially Available Prior to the
. Investigation _

- Comment 3: Whether the Department Should Perform the Minor Alteration Five-Prong

Analysis by Compating 4.75 mm Wire Rod to All Wire Rod Listed in the Scope

Comment 4: First Prong of the Minor Alteration Analysis ~ Physical Characteristics

Comment. §: Second Prong of the Minor Aiterafioq Analysis ~ Expectations of the Ultimate -
Users . o ' :

- Comment #: Third Prong of the Minor Alteration - End Use of Froducts at [ssue

' Comment 7; Fourth Prong.of the Minor-Alteration Analysis - Channels of Trade and

Advertising

Comment 8: Fifth Prong of the Minor Alteration Analysis - Cost of Any Modification Relative
to the Total Value of the Products at Issue _ :

Scope of the Circumvention Inquiry

The merchandisé subject to this circumvention inquiry consists of wire rod with an actual
diameter of 4,75 mm to 5.00 mm. This merchandise, produced by Deacero, entered the Unite
States under Harmonized Tariff Schedule (HTS) classification 7213,91,3093; . ,

Discus sion of the Issues’

Comment I3 Whether Initiation of a Minor Alteration Inquiry is Contingent Upon Whether the
Products at Issue Existed Prior to the Investigation ' '

Deacero argues that as an initial matter, the Tariff Act of 1930, as amended {the Act),
clearly requires that there must have been an alteration of the subject merchandise, Deacero
contends that it therefore follows that a product that existed prior to an original investigation and
that petitioners did not include within the scope cannot be considered an alteration of the subject
merchandise, Deacero argues that the mere fact that there may be a minor difference between a

. product and subject merchandise cannot, on its own, serve as the basis for finding the product

within the scope. : ‘ ‘
Deacero further argues that this conclusion is supported by the Court of Intamational
Trade’s (CIT) ruling in Hylsa, which in tum relied upon the Court’s findings in Wheatland See
C.V.v. United States, 22 CIT 44 (1998) (Hylsa); sce also Wheatland Tube Co: v
United States, 973 F. Supp. 149 (CIT 1997) (Wheatland). Deacero argues that in Hylsg, the CIT
determined that the Department could not treat line pipe as a minor alteration of the subject
merchandise (standard pipe) because line pipe existed in the U.S. market at the time of the



investigation, Deacero argues that in Hylsa the CIT therefore ordered the Department to
terminate the minor alteration inquiry and, in doing so, noted that petitioners should not be
relieved of the legal consequences of failing to include a particular product within their scope
definition. Sge¢ Hylsa, 22CIT at 49, .
‘ Deacero argues that in Nippon Steel, the Court of Appeals for the Federal Circuit
(CARC) confirmed the approach taken in Hylsa when it ruled that the Department is not
prohibited from conducting a minor alternation inguiry simply becanse the product at issue fails
outside the scope of the order, Deacero argues that tbe CAFC distinguished the product at issue
in Nippon Steel from those addressed in Hylsa and Wheatland on the basis that the products in
the two latter cases were well known at the time the orders were issued and did not involve
* products produced by means of insignificant alternations. See Nippon Steel v, United Stutes,
219 F3d, 1348, 1356 (Nippon Steel). Thus, Deacero argues that these three cases, when read
together, establish that the Department may not treat a product that existed before the original
investigation and that was not included in the scope of the order as an alternation of subject
merchandise, : . _

_ Deacero claims that this principle (i.e., that the Department must consider whether a
product is, in fact, an alteration of subject merchandise before conducting the five-prong .
analysis), is reflected in the Department’s approachin later-developed merchandise inguiries,
See Carbon,and Certain Alioy Steel Wire Rod From Mexico: | nitiation of Anti-Circumvention
Inguiry of Antidumping Dyty Order, 76 FR 33218 (June 8, 2011) (Initiation) and accompanying
Issues and Decisions Memorandum (Initiation Memorandum) at 13 — 17: “The examination of
the five factors enumerated under section 781(d)(1) of the Act are predicated on the Department
determining that the product at issue constitutes a later-developed product,” Deacerc contends
that the Department must likewise determine whether a product existed prior to the original
investigation, and therefore can be considered an alteration of the subject merchandise, before
applying the five-prong circumvention analyss.

Petitioners dispute Deacero’s arguments and contend that the minor alteration statute,
section 781(c) of the Act, does not require that the altered product has been developed after the
investigation. According to petitioners, section 781(c) of the Act indicates Congress’ concern
that foreign preducers were making minor changes, subsequent to the igsuance of AD orders, in
an effort to bring products outside the literal scope of the orders, Petitioners further argue that
the legislative history concerning section 781(c) of the Act instructs the Department to apply the
five-prong test when conducting a minor alteration inquiry. See Omnibus Trade Act, Report of
the Senate Finance Committee, S, Rep. No. 71, 18¢° Corig,, 1 Sess. 100 (1987). Petitioners
argue that the five-prong test does not involve making any determination that the product at issue
existed at the time of the investigation, ) g

Petitioners note that section 78 1(d) of the Act contains a circutnvention provision
involving later-developed merchandise. Petitioners explain that sub-paragraph (d) directs the
Departinent not only to apply the five-prong test but also examine whether the products at issue
were developed afier the investigation, Petitioners contend thatreading tbis last provision into
the minor alteration analysis would render that analysis superfluous as it would do nothing not
already done by the later-developed product analysis. Petitioners argue that the Supreme Court
bas stated that a statue should be construed to give effect to all its provisions, so that no part will
be inoperative or superfluous, void or insignificant. See Corley v, United States, 129 S. Ct.

1558, 1566 (2009) {Corley). .
Petitioners argue that the cases cited by Deacero to support its views concerning the,




minor alteration analysis are not relevant to facts of the instant proceeding, Petitioners contend
that Hylsa and Wheatland dealt with the “propriety of Commerce’s conducting a scope rather
than a minor alteration inquiry.” See Target Corp. v. United States, 609 F.3d 1352, 1362
(Federal Circuit 2010} (Target Corp.), in which petitioners claim the CAFC explained that
reliance on cases addressing conventional scope inquiries is misplaced. Petitioners further argue
that the CAFC has repeatedly explained that Wheatlapd’s “broad language . . . must be.
iterpreted in light of the issue before the court.” See Nippon Sfeel, 219 F.3d at 1352.
Petitioners contend that, while the Wheatland Court found that the minor alteration provision of
the Act “does not apply to products unequivocally excluded from the order in the first place,” the
Court did so in the context of addressing whether it was arbitrary for the Department to conduct
a scopeinquiry. See Wheatland, 161'F.3d at 1370, '

. Petitioners further assert that the CAFC has determined that Wheatland held that the -
Department justifiably had decided to conduct a scope investigation but that Wheatland did not
hold that the Department had no authority to conduct a minor alteration inquiry. Sge Nippon
Steel, 219 F.3d at 1355, On this basis, petitioners argue that Wheatland is not relevant to the
instant proceeding because it did notinvolve a minor alteration inquiry. See Nippon Steel, 219
F.3d at 1356,

. Inaddition, petitioners cite to several past decisions to argue that the Department’s long-
standing practice in minor alteration inquiries does not involving determining whether.the
products at issue existed at the time of the investigation. Sge, .8, Affirmative Final
Determination of Circumvention of the Antidumping Duty Order on Certain Cut-to-Length
Carb el Plate from the People’ ublic of China, 76 FR 50996 (August 17, 2011

Department’s Position:. We disagree with Deacero’s argument that the existence of the
products atissue prior to the initiation of an investigation precludes the Department from
conducting a minor alterations analysis. Section 781(c)(1) of the Act states that the class or kind
of merchandise subject to an AD order shall include articles altered in form or appearance in
. minor respects whether or not included in the same tariff classification. As evidenced by the -
legislative history, when conducting a minor alteration inguiry, section 781(c} of the Act
instructs the Department to examine the following five criteria: 1. overall physical -
characteristics; 2, expestations of the ultimate user; 3. end-use; 4. channels of trade and
advertising; and 5. cost of any modification relative to the total value of the products at issue,
See Omnibus Trade Act, Report of the Senate Finance Committee, S. Rep. No. 71, 100" Cong.,
1% Sess. 100 (1987). The Department’s practice refiects the legislative intent. Seg, eg,
enti e Anti ing Duty Or
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Republic of China, 74 FR 40565 (August 12, 2009). ,
~ Inaddition to the criteria above, the Depariment has in prior anticircumvention

_ proceedings considered other factors as relevant to the circumvention aliegation. These factors

include: (i) the circumstances under which the subject products entered the United States, (ii) the
timing of these entries during the circumvention'review period, and (iil) the total quastity of the
merchandise entered during this period. See Brass Sheet and Serip from Germany, Negative
Prefiminary Determination of Circuravention of Antidumping Duty Order, 55 FR 32655 (August

i * Cut-to-
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Length Carbon Steet Plate From Canada, 65 FR 64926 (October 31, 2000). We disagree with
Deacero’s claim that Hylsa, Wheatland, and Nippon Steel preclude the Department from

conducting a minor alteration analysis in instances in which the products at issue existed prior to
the initiation of an investigation, In Nippon Stegl, the Court explained that Wheatland differed
from the facts of Nippon Steel in “critical respects,” namely that Wheatland: ’

... involved a scope determination (whether the antidumping duty order. covereda .
particular product) rather than, as here, 2 minor alterations inquiry into whether
alterations in a product took it outside the scope of the order.

-~ See Nippou Steel, 219 B,3d at 1356, The Nippou Steel Court further stated that, “Although {in
Wheatland} the Court held that Commerce justifiably had decided to conduct a scope '
investigation, it did not hold that Commerce had no authority to conduct a minor alterations -
inquiry.” See Nippon Steel, 219 F.3d at 1356, In addition, the Nippon Steel Court held that

Wheatland: :

... does not cover Commerce’s decision to institute a minor alterations inquiry in the
present case since, as {Wheatland)} stated, such an inquiry properly covers products that
are so insignificantly changed from a covered product that they should be considered
within the scope of the order even though the alterations remove them fromthe order’s

Jiteral scope.’

See Nigpon Steel, 219 F.3d at 1357, citing Wheatland, 973 F, Supp. 149 at 1371, Thus, based on
the above, we reject Deacero’s claims that Wheatland and Nippon Steel stand for the proposition -
that the esstence of a product prior to the initiation of an investigation preciudes the Depariment
from conducting a minor alterations analysis of said product” In light of our finding in this
regard, we determine that the initiation of a minor alteration inquiry is not contingent upon
whether the product at issue existed prior to the investigation. .

" Comment 2: Whether the Products at Issue Were Commerciaily Available Prior to the
Investigation -

Deacero notes that the Department has found that 4.75 mm wire rod was commercially
available prior to the investigation. Sge Initiation Memorandum at 14. Deacero further argues
that petitioners’ own past statements indicate they understood that the product was excluded
from the scope of the Order, despite their earlier claims that the scope of the order was
_ambiguous. Deacero cites to the 2005 petition in which petitioners included 4,75 mm wire rod
and specifically distinguished the scope of the 2005 petition from the scope of the Quder. Seg
Antidumping Duty Petition, Volume I, Carbon and Certain Alloy Steel Wire Rod fromthe
People’s Republic of China, Germany, and Turkey, {(November 10, 2005) at 8, “Note that the
scope of this investigation differs from previous investigations in that the lower diameter limit of
the previous investigation was 5.0 mm while this case covers CASWR products beginning at
475 mm.” Deacero further argues that industry reports support the finding that 4.75 mm. wire
rod was commercially available in the United States prior to the imposition of the Qrder. Septhe

3_@urdeterminiation in this regard applics with eqwal measure. to Hylsp, the findings of which were.based upon those
of Wheatland. :




Kawasal# Steel Technical Report No. 47 (Kawasaki Report), which was included in Deacero’s
March 21, 2011, submission; see also Certain Steel Wire Rod from Braziland Japan, :
Investigation Numbers 731-TA646 and 648 (March 1994) (1T 1994 Final Determination),
United States Tnternational Trade Commission (ITC) Pub. 2761 at 162-163, which according to
Deacero demonstrates that the firm Charter Rolling produced 4,75 mm wire rod in the United
States in the 1990s,

Thus, argues Deacero, because a minor alteration inquiry cannot be initiated ifthe
product at issue existed prior to the investigation and because record evidence demonstrates that
4.75 mm wire rod was commercially available in the United States at the time of the
investigation, the Department is compelled to issue a negative final determination.

Petitioners argue that the Kawasaki Report was not released until 2002, long after the
commencement of the wire rod investigation and that the report does not indicate whether small
diameter wire rod was commercially available cutside of Japan, if at all. Thoughthe Kawasaki
Report mentions that it developed and introduced 4-roll milis capabié of producing small
diameter wire rod in 1998, petitioners argue that the report does not provide information on the
period in which Kawasaki began commercial production of small diameter wire rod, - Petitioners
therefore arguethat it was incorrect for the Department to determine in the Initiation
Memorandum that 4.75 mm wire rod was commercially available before or during the
investigation. ,

Petitioners further argue that an accurate reading of the ITC 1994 Final Determination
indicates that it does not provide any information on the alleged sale of 4.00 mm to 5.00 mm
wire rod by Charter Rolling, Petitioners further argue that information from Deacero indicates

that Charter Rolling [ :

1. See Deacero’s July 22, 2011, (@uestionnaire Response
(First QNR Response) at Exhibit 18, Thus, petitioners argue thatto the extent that Charter
Rolling produced small diameter wire rod, it did so well before the filing of the wire rod petition.
On this basis, petitioners argue that, even if the Department improperty hinges its ability
to confuct a mioor alteration analysis on whether 4,75 mm wire rod was commercially available,
record evidence clearly demonstrates that such products were not commercially available in the
Uoited States at the time the wire rod petition was filed.

Department’s. Position: As explained above, we reject the notion that the existence of the
products atissue prior to the initiation of an investigation precludes the Department from
conducting a minor alterations analysis of said product, For the same reasons, we have reached
the same conclusion with regard to commercial viability, -

Comment 3: Whether the Department Should Perform the Ms nor Alteration Five-Prong
Analysisby Comparing 4.75 mm Wire Rod to All Wire Rod Listed in the Scope

Deacero argues that in the Prefiminary Determination the Depaﬁmént adopted a biased
approach in which it compared the atiributes of 4,75 mm wire rod to subject wire rod, namely 5.5

mm wire rod.* Deacero asserts the Department should have based its analysis of physical
characteristics by comparing 4.75 mm wire rod to the full spectrum of subject wire rod,

4 We use the term subjoot wire rod te refer to. diameters of wite rod Histed in the scope. of the Qeder, 6%, wire rod
with diameters ranging frem 5,00, 1A to. 19.99.min wire rod. ' .



Petitioners counter that in conducting the five-prong analysis, the Department relied on
comparisons of 4,75 mm to 5.00 mm as well as all other diameters of subject wire rod.
Petitioners note that the Department supported its findings in the Preliminary Determination by
noting that the ITC found that “all categories” of wire rod are hot-rolled products that are soid in
irregularly woiind coils “spanning at least 11 major categories of products” and that the
Depariment concluded “ ., that both subject wire rod and ‘wire rod with a diameter 0f 4,75 mm

to 5,00 mm are hot-rolled intermediate steet products.” See Preliminary Determination
Memorandum at 7. '

Department’s Position: We disagree with Deacero that it is improper to compare the products
at issue (L, wire rod with a diameter of 4.75 mm to 5.0 mm) to wire rod with a diameter of 5.3
mm for putposes of conducting a minor alternation inquiry under section 781(c) of the Act. As

. an initial matter, we note that the minor alteration analysis requires a comparison of the products
at issue to subject merchandise, Wire rod with a diameter of 5.5 mm s listed in the scope of the
QOrder and therefore, we find that comparing 5.5 mm wire rod to the products at issue is
appropriate. ' : ' _

Deacero’s afgument implies that the Department should have instead based its minor
alternation analysis on a comparison of the products at issue to larger diameter wire rod listed in
the Order (e.g., wire rod witha diameter of 19 mm). Such an argument assumes that 2
. distinction exists in the scope of the Qrder between smaller and larger diameter wire rod
products, We find that no such distinction esists, Rather, information on record characterizes
subject wire rod as a single product, For example, the ITC described wiré rod as a “product” that
is “typically produced in fractional diameters from 7/32 inch (5.6 mm}-to 47/64 inch (18.7 mm).
8ee Preliminary Decision. Memorandum at 7, citing to Carbon and Certain Alloy Steel Wire Rod

all categories of wire rod are intermediate circular, hot-rolled products that are sold in
irregularly wound coils , ., . comprising & continuum spanning at least 1 | major categories
of products, defined by end-use ranging from low-carbon wire rod .. . to highest-end

products, -

Id., emphasis added. On this basis, we determine that it is appropriate for the Department to
compare the products at issue to subject wire rod with a diameter of 5.5 mm when conducting its
minor alteration analysis. . . -
Notwithstanding our finding in this regard, Deacero incorrectly asserts that inthe
Prefiminary Determination the Department conducted the minor alteration analysis hy '
exclusively comparing the products at issue (i.e,, wire rod with a diameter of 475 mm to 5.0
mm) to wire rod with a diameter of 5.5 mm, Inthe Preliminary Determination, the Department
compared the products at issue to a variety of subject wire rod, For example, in the Preliminary
Detesmination the Deparsnent determined that wire rod of grade [ ] witha| ] diameter
has the same minimum and, maximum tensile strength as 4,75 mm wire rod of the same grade.
Seea Preliminary Decision Memorandum at 4, The Department further found that the chemical
content of Deacero’s wire rod varied solely by grade, not by diameter. Id, Tbe Department
similarly noted that the ITC Report demonatrates that it is chemical content (such as carbon
content), and not diameter, that distinguishes one wire rod product from another in terms of such -



characteristics as ductility, Id.

Therefore, as reflected in the Preliminary Determination, in consucting its analysis, the
Department plainly relied on various comparisons. Based on this analysis, we reject Deacero’s
claime that the Department’s comparisons were somehow improper or biased. :

Comment 4; First Prong of the Minor Alteration Analysis ~— Physical Characteristics

Deagero argues that industry data confirm that there is a cut off between large diameter
wire rod and small diameter-wire rod, which it defines as less than 5.5 mm, See Kawasaki
Report at 44-45. Deacero further contends that ignoring the diameter difference of 4.75 mm wire

_rod to 5.5 mm wire rod due to the lack of differences in chemical properties and tensile strength

~ would lead to absurd results in that the chemical content and tensile strength for any steel

" products are primarily a finction of grade, Thus, argues Deacero, under such a flawed approach,
products such as billets, 4.00 mm wire rod, 19.5 mm wire rod, and 0.69 mm wire would be
considered minor alterations of subject merchandise, : o

Deacero explains that in the Prelimi termination the Department; aspart of its
physical characteristics analysis, concluded that subject wire rod, such as rod with a diameter of
5.5 mm, can be drawn into the same produects as 4.75 mm wire rod, provided that additional
steps, such as cold-drawing, are employed. See Preliminary Decision Memorandum at 6-7.
Deacero argues the Department’s conclusion fils to consider the competitive advantages of 4.75
mm wire rod. Deacero argues that the Department ignored the costs associated with the extra
processing required on larger diameter wire rod products compared to 4.75 mm wire rod,
Deacero cites to previously submitted affidavits from its customers aitesting to the cost savings
associated with using 4.75 mm wire rod in its wire drawing production processes, ‘It adds that
the Kawasaki Report also mentions the secondary processing steps that can be eliminated
throughthe use of 4,75 mm wire rod. .

Deacero further argues that it is the Department’s practice to find that product alterations
that are beneficial to the overall physical chiaracteristics are a factor that favors a negative
circumvention finding. See Preliminary Resul Anti-Ci ion Review of Antidumping

Qrder: Corrosion-Resistant Steel Flat Products fiom Japan, 68 FR 19499, 19503 (April 21,
2003} (Preliminary Results of CORFE from Japan), which states “The information on therecord

demonstrates that boron is beneficial to the overall physical characteristics of the final product.”
_ Thus, asserts Deacero, in the final determination the Department should address the advantages
to customers of using 4.75 mm wire rod rather than subject merchandise. ,

" Deacero argues that in the Preliminary Determination the Department faited to address
evidence that 4,75 mm wire rod requires more precise adjustments to the production process than
subject merchandise, Specifically, Deacero claims that the Department ignored the fact that the
1 lisi Jfor[ Jmm wire rod than for larger diameters and that the [

Jaref ] during much of the production process for 4.75 mm wire rod than for
other diameters. Deacero asserts that information in the Kawasaki Report supports its claims in
this regard. In addition, Deacero asserts that the | }is unique for 4,75 mm
wire rod. Further, Deacero argues that the Department failed to properly consider that Deacero
was unable to produce 4,75 mm wire rod at one ofits mills on a commercially viable basis due to
the technical difficulties encountered during production.

Petitioners argue that the Department properly examined the diameter, the chemical
content, and the minimum and maximumtensile swengths of all diameters of wire rod at issue




and conchided that difference in diameter did not, by itself, constitute a mearingful difference in
pbysical characteristics. See Preliminary Determination Memorandum at 4-3. Petitioners further
argue that wire rod is produced in a range of different diameters and that Deacero provide no
evidence of a bright line distinction between wire rod with diameters of 4.75 mm to 5.00 mm and
subject wire rod, ) o :

Pefitioners contest the notion that the Department’s approach in the Preliminary
Determination would result in a finding of insignificant differences for the same grades of billets,
wire rod, and wire, Petitioners assert such a claim is absurd as each product type is produced by
différent industries. Petitioners argue that the Department provided Deacero with several
opportusities to submit information to support its claims that the physical characteristics of wire
rod with. diameters of 4.75 mm to 5.00 fam differ significantly from subject wire rod but that
Deacero itself acknowledged that diameter was the only difference, Sge Preliminary -
Determination Memorandum at 3.

Petitioners, argue that the Department correctly focused its analysis in the Preliminary
Determination on the extent to which 4,75 mm wire rod differs from subject wire rod and not on
the purported differences in downstream products, Petitioners claim thatin CORE from Japan,
the Department determined that there were “commercially and metallurgically viable reasons™
for the producers to add boton to the CORE steel. See Preliminary Results of CORE from Japa
68 FR at 19502, unchanged in Final Results of Anti-Circamvention Review of Antidumping
Order: Corrosion-Resistant Carbon Steel Flat Prodncts From Japan, 68 FR 33676 (June 5, 2003)

. Thus, argue petitioners, in CORE from Japan, as in the instant proceeding,
~ the Department focused on the physical characteristics of the subject merchandise and not, as

" Deacero claims, on the physical differences of the downstream products produced from’ subject
merchandise. Id. Petitioners further argue that the Department has already dismissed Deacero’s
_ argument that the Department must assess the physical characteristics of the downstream
product. Seg Preliminary Decision Memorandum at 6, ‘

Petitioners contend that, contrary to Deacero’s claims, the Department performed a
detailed examination. of the information on the record concerning the production process and
concluded that this information failed to. distinguish the production process for wire rod with
diameters of 4.75 mm to 5,00 mm from that of subject wire rod. See Preliminary Decision
Memorandum at 6, in which the Department discusses the [ L

], and number of stands utilized to produce 4.75 mm wire rod and subject wire rod.

Petitioners also contend that the Kawasaki Roport fails to identify any significant physical
differences between 4.75 mm wite rod and subject wire rod. In addition, petitioners argue thatin
the Preliminary Determination the Department properly rejected Deacero’s claims that an
internal study demonswated the physical differences between 4.75 mm wire rod and subject wire
rod. See Preliminary Decision Memorandum at 5. Petitioners argue that the purported physical
differences mentioned in the internal report are not mentioned in Deacero’s mill certificates or
even in the Department’s matching criteria. Lo

 Petitioners state that information from Deacero indicates that its Saltillo mill, in fact, has -
the capability to produce 4.75 mm wire rod but that Deacero chose to concentrate its production
at the Celaya mill, See Deacero’s October 5, 2011, submission at ! {Second QNR Response),
Petitioners further state that information from Deacero indicates that the Celaya mill |

. ~Tas the Saltillo Mill and, thus, Deacero’s decision to produce
475 mm wire rod exclusively at its Celaya mill is a business decision and does not reflect any
heightened difficulty or special production process for 4.75 mm wire rod. See Deacero’s July




22, 2011, submission at Exhibit 8.

Department’s. Position: We continue to find that the products at issue and subject wire rod are
indistinguishable in any meaningful sense in terms of overall physical characteristics. Deacero
claims that diameter is the “key physical difference between 4.75 mm wire rod and subject wire
rod.” SeeDeacero’s July 22, 2011, Questionnaire Response (First QNR Response), However,
as noted in the Preliminary Determination, data submitted by Deacero indicate that the minimum
and maximum tensile strength of its wire rod products vary by grade and not by diameter. See '
Preliminary Decision Memorandum at 4. In addition, data from Deacero indicate that chemical
content also vaties solely by grade and not by diameter. Id, at 5. Thus, the datafrom Deacero
indicate that wire rod products of the same grade will not vary in terms of tensile strength and
chemical content, even where the products are of different diameters, Id.

A metallurgical analysis submitted by Deacero confirms this conclusion. Sge Second
QNR Response at Bxhibit S-6 containing & study that compares the metallurgical properties of
4.75 mm and 5,50 mm wire rod. Regarding the study, Deacero acknowledges that within each
grade, “all characteristics of the rod, besides diameter, were identical.” Id. Further, information
from the TTC indicates that it is carbon content, as opposed to diameter that distinguishes one
wire rod product from another in terms of such physical characteristics as ductility, See
Preliminary Decision Memorandum at 5, , '

We disagree with Deacero’s claim that in the Preliminary Determination the Department
failed to address evidence that 4.75 mm wire rod requires more precise adjustments to the
production process than subject wire rod. Inthe Preliminary Determipation, the Department
provided a detailed analysis of Deacero’s claim, Sge Preliminary Decision Memorandum at 6, in
which the Department discusses the [ Jand [ Jused to
produce 4.75 mm wire rod and subject wire rod. Based on this information, the Department
concluded that rather than distinguish 4,75 mm wire rod from subject wire rod, the production
data supplied by Deacero “merely reflect a constant series of adjustments to production
equipment that are employed to produce each of the various diameters of wire rod.” Id. The
arguments of Deacero have not led us to reconsider our concluston from the Preliminary

We disagree with Deacero that the Department must consider competitive advantages
when determining whether the overall physical characteristics of 4.75 mm wire rod are distinct
from subject wire rod. The proper focus of this prong is on the extent to whick 4.75 mm wite
rod is distinet from subject wire rod. The first prong of the minof alterations analysis contains no
requirement to examine the overall physical characteristics of the downstream product,

We also disagree with Deacero that CORE from Japan should compel the Department to
reach a negative circumvention finding. In CORE from Japan, the Depariment examined
whether the respondent circumvented the order by means of adding boron to CORE steel in a
manner that constituted a minor afternation under section 781(c) of the Act, See Preliminary
Results of CORR from Japan, 68 FR at 19503, unchanged in CORE from Japan, 68 FR at 33676,
In that proceeding, the Department ultimately determined that there were “metallurgically viable

- reasons for the addition of boron” and that the addition of boron was “pbeneficial to the overall

physical characteristics of the product.” Id. On this basis, in CORE from Japan the Department
determined that the product at issue did not constitute a minor alteration and, thus, was outside -

the scope of the order. Therefore, in CORE from Japen the Department focused on the extent {o
which boron altered tbe physical characteristics of the product at jssue, Asdiscussed above, we

10



find.that the 0.25 mm difference in diameter between 4,75 mm wire rod and subject wire rod
does not constitute a meaningful difference in terms of overall physical chamcteristics for
purposes our minor alterations inquiry. As such, the facts ofthe instant proceeding are distinct
from those of CORE from Japan. _
Regarding Deacero’s Saltillo mill, the extent to which the mill is unable to produce 4.75
mm wire rod on a commercially viable basis does not alter the fact that there are no meaningful
physical differences between 4.75 mm wire rod and wire rod listed in the scope of the Order
(¢.8., 5.5 mm wire rod).
We further disagree with the presumption that an affirmative finding would lead to
_results in which such products as billets, 4.00 mm wire rod, 19.5 mm wire rod, and 0.69 mm wire
would be considered minor alterations of subject wire rod. As petitioners point out, the
examples cited by Deacero represent products produced by different industries, e.g,, wire
producers, wite rod producers, and billet producers. Further, Deacero’s hypothetical examples
ignore the fact that overall physical characteristics comprise only one of five factors that the

Department examines as part of its minor alteration analysis. Thus, it isincorrectto assume that

in the context ofa proceeding conducted under section 781(c) of the Act, the Department would
refise to distinguish between wire, billet, and wire rod products simply because they share
physical similarities in terms of chemical content and tensile strength,

Lastly, we acknowledge that it may be less costly to draw 4.75 mm wire rod downto
narrower gauges of wiré compared to larger diameters of subject wire rod, but such impacts on
the cost of production are properly evaluated under the fifth criterion of the minor alteration
analysis and not under the criterion that deals with overall physical characteristics.

Comment 5; Second Prong of the Minor Alteration Analysis - Expectations of the Ultimate
Users : :

Deacero argues that the Department failed to provide an adequate explanation to-support
its findings in the Preliminary Determination that the expectations of end vsers do not differ with
regard to wire rod with diameters of 4.75 mm and subject wire rod (.. 5.5 mm wirerod). On
thispoint, Deacero asserts that it began producing 4.75 mm wirerod [

J over 5.5 mm wire rod, thereby demonstrating that the expectations

of its customiers differed with regard to 4.75 mm wire rod compared to subject wire rod.

Deacero also argues that the Department did not give proper consideration to customer
affidavits related to benefits of using 4.75 mm wire rod rather than using 5.5 mm wire rod.
According to Deacero, the record evidence shows that “customers have very different
expectations for 4,75 mm wire rod versus 5.5 wire rod” and that the use of 4.75 mm wire rod
provides significant benefits to its customers. See Deacero’s January 13, 2012, case briefat 15;
see also id. at 17 ~ 18, in which Deacero cites to previously filed customer affidavits that state
that the use of 4.75 mm wire rod leads to fewer breakages, eliminates the number of Wmes that
i ], and results in cost savings.

Purther demonstrating how the expectations of ultimate vsers differ with regard to 4.75
mm wire rod, argues Deacero, is the fact that customers purchase 4.75 mnxy wire rod when A®
considerations are not an issue. Deacero argues that the Canadian: producer Ivaco, which is not
subject to an AD order, continues to produce and sell 4.75 mm wire rod to customers in the U.S.
market. See Deacero’s March 14, 2011, submission. Deacero also states that it sells 4,75 mm
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wire rod in countries other than the United States, Thus, Deacero argues that ultimate users’
demand for 4.75 mm wire rod demonstrates the benefits of the product. _

Moreover, Deacero urges the Department to follow its approach in CORE from Japan,
where Deacero claiins the Department’s negative determination was based, in pari, on giving
proper consideration to customers’ statements and onthe fact that the product atissue, COREto
which boron was added, “was better able to meet specific expectations of the ultimate user.™ See
68 FR at 19503, -

Petitioners argue that the Department addressed the issue of the expectation of the
ultimate users in the Preliminary Determination and properly concluded that Deacero failed to-
demonstrate that the expectations of such users are different with respect to 4.75 mm wire rod -
versus subject wire'tod (g.2., 5.5 mim wire rod). According to petitioners, the Department
concluded that “S.5 mm wire rod can be drawn into the same products as 4.75 mm wire rod,
provided that additional steps (such as cold-drawing) are employed. Seg Preliminary Decision
Memorandumat 6—-7. ~ =~ : . :

'Petitioners argue that Deacero fails to address the Department’s basis for its decision in
CORE from Japan. According to petitioners, in CORE from Japan the Department based its
findings on the fact that there were “commercially and metallurgically viable reasons for the
addition of boron in the context of the Continuous Annealing Process” and that “the addition of
boron is not immaterial to the performance characteristics of the final product.” See 68 FR at
19502, : .

Petitioners further argue that the customer affidavits submitted by Deacero failed to
demonstrate that the use of 4.75 mm wire rod results in fewer conversion costs than the use of
larger diameter wire rod." Specifically, petitioners assert that the evidence provided by Deacero
demonstrates that most of Deacero’s customers testimonials do not identify cost saving of more
than the current 20 percent AD deposit rate, thereby suggesting tbat Deacero’s customers use
4.75 wire rod merely as a substitute for 5.5 mm wire rod. Petitioners further argue that
Deacero’s sales of 4.75 mm wire rod to countries other than the United States were [ i
and, thus, fail to demonstrate the existence of'a demand for 4.75 mm wire rod in markets where

no AD duties on larger gauge wire rod are in place.

Department’s Position: We find that there is little record evidence of any significant difference
in the expectations of ultimate users; however, record evidence demonstrates that 4.75 mm wire
rod and subject wire rod (such as 5.5 mm wire rod) are manufactured into the same types of
products (¢.8., wire mesh, nails, gte.) and, therefore, have the same end uses, We find this
similarity in end use engenders similar expectations among ultimate users. In its Section 204
Tavestigation, the ITC stated that “wire rod is primarily intended for drawing into industrial or
standard quality wire that, in turn, is used for the manufacture of such products as coat hangers,
wire mesh, and chain link fences.” See Memorandum to the File fom Eric B, Greynolds, ~
‘Program Manager, Office 3, AD/CVD Operations, “Excerpts from Petition,” (May 16, 2011)
(Petition Memorandum), quoting Certain Steel Wire Rod Investigation No. TA-20406, USITC
Pub, 3451 at I-3, August 2001 (Section 204 Invegtipation). In the underlying investigation of the
instant proceeding, the ITC similarly found that standard industrial qu ality wire rod is drawn into
nails, coat hangers, mesh for concrete reinforcement bar, and fencing. Seg ITC Report at1-7.
The ITC further determined that “all categories of wire rod areintermediate circular, hot-rolled
products that are sold in irreguiarly wound coils . . , comprising a continuum spanning at least 1}
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major categories of products, defined by end-use ranging from low-carbon wire rod . . . to
highest-end products.” See ITC Report at 9, emphasis added,

Information from Deacero and its customers also indicates that the ultimate uses 0of 4,75
mm wire rod do not differ from subject wire rod. In its submissions, Deacero initially claimed
that 4,75 mm wire rod can be used to produce downstream ‘wire products that cannot be made
using subject wire rod (g.g, 5.5 mm wirerod). See, e.g., First QNR Response at 25. However,
in response to suppiemental questions from the Department, Deacero revised its prior statement
stating that larger diameter wire rod cannot | : ‘
. : J. See Second QNR Response at 9, emphasis added, ‘Thus,
rather than contend that it is n#t possible to draw 5.5 mm wire down to the same gauge as 475
mm wire rod, Deacero merely states that 5.5 mm wirerod cannot be { '

'] provided that additional production steps are applied. Our conclusion i this regard is
supported by statements from Deacero’s customers, In affidavits, customers-of Deacero state

that [
]. See Second QNR Responseat 9, -

foowiote 12. In a separate affidavit, a customer acknowledgesthat it could produce]
} &om 5.5 mm wire rod with the | . 1. See First QNR
‘Response at 27, Moreover, we find thatthereis no information on the record demonstrating that
5.5 mm wire rod that has been drawn down to 4,75 mm wire cannot be made into the same
products as wire rod that was initially drawn down to 4.75 mm, ' : .
Further, we find Deacero’s arguments that its sales of 4,75 mm wire rod to countries

other than the United States demonstrates differences in the expectations of ultimate users are not

persuasive given that such sales are { ], [ “Fpercentin2008, [ ] peroentin 2009,
and [ ]percent in2010) relative to Deacero’s U.S. sales of 4.75 mm wire rod, See First QNR
Response at Exhibits 9 and 16. :

" To the extent that use of 4.75 mm wire rod results in variable cost savings in end-users’
production of downstream produtts relative to subject wire rod, we find that these cost savings
have not been demonstrated to be significant enough to outweigh the fact that 4.75 mm wire rod
and subject wire rod are used to produce the same products and thus, create similar expectations
among ultimate users, See Section 204 Investigation at I-3, IC Report at 1.7, and Second QNR

Response at 9, footnote 12, _ . ‘
Moreover, the process.of drawing wirerod down to variousdifferent diameters involves

drawing the rod through different sized dies to get the desired diameter, Bee First QNR
Response at customer affidavit from [ }, Exhibit 18, paragraph 5. Wire rods can
~ only be drawn down so far before heating is required to permit additional drawing, 1d. If drawn
too far without heating, the wirerod will become brittle and break. The drawing and heating
steps are essentially the same for larger diameters and smaller diameters. 1d. at Exhibit 18,
paragraph 6. Deacerco argues that the 4,75 mm wire rod s so different from 5.5 mm wire rod
that it should not be treated the same, However, we find that the differences between 4.75 mm
wire rod-and 5.5 mm wire rod, are really no different than the differences between, for example,
5.5 mm wire-rod and 6 mm wirerod or 6 mm wire rod and 6,5 mmrod, up to 19 mm wire rod,
the largest diameter wire rod covered by the Order. Wire rod of 2 4.75mm diameter is merely on
- the low end of the spectrum of wire rod, While the number of heatings required may vary
depending on what gauge of steel rod one starts with and how many times and how far it has
beendrawn, we find that these differences are not significant such that 4,75 mm wire rod
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qualifies as a different prod.uct than that covered by the order,
Concerning CORE from Japan, as explained above, we find the facts of that case are

distinct from those of the instant proceeding. In CORE from Japan, the Department determined
that there were “commercially and metallurgieally viable reasons for the addition of boron in the

" context of the Continuous Annealing Process.” In the instant proceeding, we have not reached

such a conclusion. Rather, we find that there is not sufficient evidence of a commercially viable
reason for the small reduction in the diameter of the wire rod. But for 8 0.25 mm difference ini
diameter, 4.75 mm wire rod is not distinct from subject wire rod in terms of physical
characteristics or use, and there is little evidence of any significant difference inthe expectations
of ultimate users. : o

Comment 6: Third Prong of the Minor Alteration - End Use of Products at Issue

Deacero disputes the Department’s finding in the Preliminary Determination that end use
does not differ between 4,75 mm wire rod and subject wire rod, such as 5,5 mm wire rod. In
particular, Descero argues that the Department inappropriately relied on portions of the ITC'’s

- Section 204 Investigation for its Preliminary Determination because, according to Deacero; the
. Section 204 investigation covered only wire rod with diameters between 5 mm and 19 mm. See

Petition Memorandum. '
Further, Deacero notes that in assessing the use of 4.75 mm wire rod, the Depariment has

inappropriately considered whether the product is substitutable for the same uses as subject wire

"rod. Deacero contends that the Department’s analysis about the end uses for 4.75 wire rod is too
. broad. Citing to customer affidavits, Deacero argues the record evidence clearly demonstrates

that its customers use 4.75 mm wire rod to produce specific:products that cannot be made using- ..
5.5 mm wire rod and, therefore, the two products are not substitutable. :

Petitioners support the Department’s finding in the Preliminary Determination that

" Deagero did not demonstrate that the end use differs with regard to 4,75 mm wire rod and subject

wire rod, Petitioners claim that Deacero’s argument that 4,75 mm wire rod can be drawn to .
narrower gauges and, thus, make smaller products than 5.5 mm wire rod is without merit because
the record evidence indicates that many of the smaller end products noted by Deacero canbe .
produced using 5.5 mm wire rod. - -

Petitioners explain that the fact that the Section 204 Investigation focused on wire rod
with diameters of 5.00 mm to 19.mm indicates that 4,75 mm wire rod was not commercially
available at the time of this investigation. Therefore, petitioners argue that the Department’s
finding that the uses for 4,75 mm wire rod are not distinct in the manner in which subject wire
rod is used is consistent with the Department’s regulations and supported by record evidence.

Therefore, petitioners argue that Deacero's claim that the Department should consider
substitution for specific products is without basis, According to petitioners, 19 CFR
351.225(k)(2)(iii) states that that the Department should consider the ultimate use of the product,
therefore there is no requirement that the Department muast include every possible gauge of every
possible product produced on every machine at each of the downstream products.

Department’s. Position: As discussed above, record evidence from Deacero and its customers
indicates that 4.75 mm wire rod and subject wire rod can be marmfactured intothe same types of
products, which include such products as wire mesh and nails, The Section 204 Tnvestigation
states that wire rod is “primerily intended” to be drawninto wire thatis . . . inturn. . used for
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- the manufacture of such products as coat hangers, wire mesh, and chain link fences.” See
Petition Memorandum. The ITC reached the same conclusion in the underlying investigation
when it found that standard industrial quality wire rod is drawn into nails, coat hangers, mesh for
concrete reinforcement bar, and fencing, See ITC Report at I-7. Thus, the determinations
reached by the ITC concerning the end uses of wirerod are no different from the end uses for
4,75 mm and subject wire rod as described by Deacero and its customers, Therefore, we
disagree with Deacero’s claim that information from the ITC, such as the Section 204
Investigation, is irrelevant to our analysis of end use, Moreover, as noted above withrespect to
Comment 5, Deacero has not demonstrated the 4.75 mm wire rod can be used to produce
products that 5.5 mm wire rod cannot be used to make. On this basis, we continue to find that
4.75 mm wirerod and subject wire rod are not distinct in term of their end use,

Comment 7: Fourth Prong of the Minor Alteration Analysis - Channels of Trade and
Advertising : :

£RIREC

, Deacero disputes the Department’s finding in the Prefiminary Defermination that Deacero
has not provided any basis to conclude that the channels of trade and advertising differ with
regard to 4,75 mm wire rod and subject wirerod. Deacero contends that in prior cases, the
Department has determined that, even where respondents use the same channels of marketing to
sell the product at issue as the products subject tothe order, this factor does not support &n

affirmative determination. See CORE from Japan, 68 FR at 19503. “In this case, showing the
same channels of marketing were used does not supporta finding of circumvention;” se¢ also

Brass She Steip From West Germany: Negative Preliminary Determination of
Ciroumyention of Antidumiping Dutv Order, (Brass Sheet from Germany) 55 FR 32655, 32657-

58 {August 10,1990). Deacero further argues that it has not sold other wirerod products in the
United States since it started selling 4.75 mm wire rod and, therefore, it is not possible to apply
the fourth prong of the minor alterations analysis toits operations. f S

Petitioners argue that the Department correctly found in the Preliminacy Determination
that Deaceroused the same channels of trade and advertising to sell 4.75 mm and subject wire
rod, suchas 5.5 mm wire rod, Petitioners state that Deacero’s arguments are without merit
because Deacero’s organization chart indicates that the firm uses the same channels of
distribution td market 4.75 mm wire rod and subject wirerod, Therefore, petitioners argue that
these simildrities in terms of marketing and channels of trade support an affirmative final
determination. - . - :

Further, petitioners claim that the cases cited to by Deacero are not relevant to the facts of
this case.. According to petitioners, in CORE from Japan the Department repeatedly stated that
the decision was based on the specific facts of the case. See 68 FR at 19495, As to Brass Sheet
$om Germany, according to petitioners, the Department based its negative dotermination on
other facts that outweigh the similarities in advertising and channels of trade, See55FRat

32655, '

Department’s Position: As explained in the Preliminary Determination, Deacero has
acknowledged that it does notadvertise or market its wire rod products. See Preliminary
Decision Memorandum at 7 - 8, referencing First QNR Response at 33. This acknowledgement
is supported in an affidavit from Deacero’s sales staff. See First QNR Response at Exhibit 11, in
which the Vice President of Industrial Sales for Deacero states that the fifm “does not really
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[ . ] FBurther, information from
Deacero indicates that it uses the same personnel to sell wire rod with diameters between 4.75
mm and subject wire rod (e.g,, 5.5 mm and wirerod), Seeid, at Exhibit 5, which lists Deacero
industry sales and export sales staff. Thus, we continue to find that Deacero has not provided
any basis to conclude that the channels of trade and advertising differ with regard to the products
at issue and subject wirerod, . .

We disagree with Deacero that the similarity between 4,75 mm and subject wire rod in
terms of marketing and channels of diswibution is irrelevant due to the fact that Deacero does not
sell wire rod with a diameter larger than 5.00 rum in the United States since it began selling 4.75
mm wire rod in the market, As noted above, Deacero conducts no marketing whatsoever of its
wire rod products, including other non-U.S. markets.in which Deacero sells 4.75 mm wire rod.
Thus, rather than being irrelevant, this information demonstrates the lack of a distinction
between 4,75 mm wire rod and subject wire red in terms of marketing and channels of
distribution, ' '

. We also disagree with the notion that CORE from Japan and B rass Sheet from Germany
should lead the Department to ignore these similarities in marketing and channels of trade. -
Though the Department issued negative determinations in those proceedings based on the totality

- of evidence examined under the minor alterations analysis, the Deparément did not ignore the

fourth prong of the analysis dealing with marketing and channels of trade, as suggested by

Deacero. Rather, the Department conducted an analysis of the fourth. prong and found that the

marketing and channels of distribution of the products at issue and subject merchandise were the

same. See CORE from Japan, 68 FR at 19503; see also Brass Sheet from Germany, 55 FR at

32655,

| bomment 8: Fifth Prong ofthe Minor Alteration Analysis - Cost of Any Modification Relative
to the Total Value of the Products at Issue - : :

According to Deacero, the Department compared Deacero’s research and development
{R&D) costs at the Celaya and Saltillo mills ({ - ] to Deacero’s
exports 0f 4,75 mm wiretod for the years 2008-201 {{ Dtoyield aratio of [ ]
percent. See Preliminary Decision Memorandum at 8. Deacero asserts that this caleulation
provides an artificial comparison that is merely designed to obtain the lowest possible cost ratio,
Tt argues that the arbitrary nature of this comparison is illustrated by a simple example. Deacero
adds that if petitioners had filed the request for a scope inquiry as soon as Deacero began
exporiing 4.75 mm wire rod at the end of 2008, the ratio would be a significant [ ] percent
instead of [ ] percent. Pirst QNR Response at Exhibit 9,

Deacero argues that the Department previously has considered the cost of modification
and R&D expended (in absolute terms) as evidence to support a finding that the overall cost was
significant, See CORE from Japan, 68 FR at 19503, Deacero argues that the fabrication cost of .
producing 4,75 mu wire rod is higher than the cost of producing subject wire rod (¢.2, 5.5 mm
wire rod), Deacero claims that it demonstrated that the cost of production at the wire rod rolling
stage was higher for 4,75 mm wire rod than 5.5 mm wire rod by { ] percent in 2008, [ ] percent
in 2009, and [ }pereentin2010. See Second QNR Response at 5 and Exhibit 5-3, Deacero
further argues that, in order to produce 4,75 mm wire rod at the Celaya and Saltillo mills, it made
significant investments ({ 1USD for Celaya and { ] USD for Saltillo. Deacero
argues that its experience developing and fimding the produckon of 4.75 mm wire rod is
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consistent with statements made by U.S. producers, suchas | ], to Deacero’s
U.S. customers that they cannot produce 4.75 mm “without suhstantial investments toupgrade
their mills.” S eeFirst QNR Response at Exhibit 18, -

According to petitioners, evidence on the record demonstrates thatthe costs Deacero
claims it incurred to begin production of 4,75 mm to 5.00 mm wire rod were not significant
either in absolute terms or by comparison to the value of its sales of 4.75 mm t0.5.00 mm wire
rod, Petitioners argue that Deacero reported making total investments of USS | ] from
2001 to the present and that its submissions to the Department “lists the main investments
Deacero has made, including the investments in important assets (¢.2,, machinery, {and and
buildings) during the last 10 years” and that “all of the investments that comrespond directly to
the production of wire rod are identified in the exhibit.” See First QNR Response at 12 and
Bxhibit 10, Yet, argue peitioners, Deacero’s ten-year list of “main investments” in “important
assets” fails to include the [

] Sge First QNR Response at Exhibit 10, Thus, assert
petitioners, Deacero did not separately record the expenses it claims it incurred to set -up the
producson of 4,75 mm to 5.00 mm wire rod as “main investments” or as “important assets” in its
accounting records, Segid. :

Petitioners further argue that the absolute amount Deacero claims it spent to set-up
production of 4.75 mm to 5.00 mm wire rod of US$ [ Jrepresents [ ] percent (L&, just .
over { 1) ofthe USS | ] Deacero invested in its
plant and equipment from 2001 to the present, and represents a little more than{[ ] percent
(i.e., alittle more than| ' ' 1) of Deacero’s average annual investment
expenditures of US$] ] since 2001, See Deacero’s January 23, 2012, Case Brief at-
23. Petitioners further argue that the miniscule absolute value of the total expenditures claimed
by Deacero for 4,75 mm to 5 .00 mm wire rod is artificially inflated because it includes amousits
for [ ' ] and also includes costs
Deacero claims it incurred at its Saltillo Mill where it does not preduce 4.75 mmto 5.00 mm
wire rod, See First QNR Response at 18 and Exhibit 12,

Finally, petitioners disagree with the notion that the Department should determine that
Deacero’s cost of modifications relative to the value of the imported product is significant
because Deacero reported it costs [ ] percent to] ] percent more per-ton to produce 4.75 mmto
5.00 mm wire rod than for 5.5 mm wire rod. See Deacero’s Janvary 23, 2012, Case Brief at 23.
Petitioners argue that Deacero did not, provide any information on the per ton prices Deacero
charged its U.S. customers for 4,75mm to 5,08mm wire rod, Id.

Department’s Positien: We continue to find that the costs incurred to develop and produce
4,75 mm wire rod are not sufficiently large to distinguish it from subject wire rod or persuade the
Department to issue a negative $#nal determination. Data from Deacero indicate thattbe costto
modify its production facilities to produce wire rod withdiameters 0f 4.75 mm to 5.8 mm were

[ ]percent of the value of U.S. sales of such wire rod products. See First QNR Response at
Exhibit 9; see also Second QNR Response at 7,

However, even without reference to this ratio, available information onthe record dispels
the notion that the R&D expenses Deacero incured to develop 4.75 mm wire rod were
significant. For example, as petitioners point out, Deacero’s ten-year list of “main investments”

_ in“important assets” fails to include the expenditures Deacero incutred at the Celaya and Saltilio
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production during 2008, Id. Further, we find that theabsolute amount Deacero spent to develop
and produce 4,75 mm wire rod is miniscule compared to the average annual plant and equipment
investments made by the firm since 2001, See Deacero’s January 23, 2012, Case Brief at 23,

Conclusion

We determine that wire rod with actual diameters of 4.75 mm to 5.0 mm and subject wire
rod are indistinguishable in any meaningfu! sense in terms of overall physicai characteristics of
the merchandise, the expectations of the ultimate users, the use of the merchandise, and the
channels of marketing, Further, we detormine that the costs incurred to produce wire rod with
dctual diameters of 4,75 mm to 5,0 mm are insignificant relative to the total value of Deacero’s
U.S. sales of such wire rod products during the same period of time, Accordingly, we determine
that shipments, by Deacero, of wire rod with an actual diameter of 4.75 mm to 5,00 mm
constitutes merchandise altered in form or appearance in such minor respects that it should be
included within the scope of the Qrder,

We further find that our affirmative final determination applies solely to Deacero because
information supplied by Temium indicates that it did not produce or sell merchandise subject to -
this circumvention inquiry. ' '

Recommendation

On this basis, we recommend that, pursuant to section 781(c) of the Act and 19 CFR
351,225, the Department issue an affirmative final circumvention determination in which it finds
that Deacero’s shipments of wire rod with an actual diameter of 4.75 mm to 5.0 mm constitute
circumvention of the Order, If this recommendation is accepted, we will continue to instruct
U.S. Customs and Border Protection to suspend liquidation and collect cash deposits equal to the
all others rate of 20,11 percent ad yalorem for all entries of wire rod with an actual diameter of
4.75 mm to 5.00 mm, produced and/or exported by Deacero that are entered or withdraw from

“warchouse on or after June 8, 2011, the publication date of the Initiation in the Federa} Register.

v

Agree ) " Disagree

A Ax
Paul Piquado
Assistant Secrefary
for Import Administration

24 FEPPEMNON. Zor ]

- Date

5 Deacero has never beon individuatly examined by the Department during the history of the Order. For this reason
Deacero’s shipments of subject merchandise are subject to the all others rate.
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UNITED STATES DEPARTMENT OF COMMERCE

Case No. A-201-830

Total Pages: 876

Administrative Review

for the Period 10/01/12 — 09/30/13

AD/CVD Operations Office [11

Business Proprictary Information has been ranged or deleted in the
narrative response on pages B-3-4,8-190,15-16, 1819, 22, 25,
31-33,35-37,46-47, 50,54, C-6,9 13, 19, 26, 39, 41, 43 - 44, 46,
48,55, D-3,6-9,14,17,21,28 -29,31,36-37,41,48; E-4 - 6,513,
17— 20; and in Exhibits B-1 —B-16, B-18 - B-23; C-1 -~ C-21;

D-1,D-4 - D-22; and E-1 ~E-8.

PUBLIC VERSION

IN THE MATTER OF:

CARBON AND CERTAIN ALLOY STEEL
WIRE ROD FROM MEXICO

T " W Ty

RESPONSE OF DEACERO S.A.P.I. DE C.V. AND DEACERO USA, INC.
TO SECTIONS B — E OF THE ANTIDUMPING DUTY QUESTIONNAIRE

David E. Bond
Jay C. Campbell
Ting-Ting Kao

WHITE & CASE, LLP

701 Thirteenth Street, NW
Washington, DC 20003-3600
{202) 626-3600

February 27, 2014 Counsel to Deacero S.A.P.L de C.V. and
Deacero USA, Inc.

WASHENGTON 2342761 {2K}



EXCELENCIA EN CALIDAD

I, Luis Eugenio Leal Rangel, Institutional Relations and Trade Affairs Manager, currently
employed by Deacero SAP.. de CV., cerlify that | prepared or otherwise supervised the
preparation of the attached Response to Sections B ~ E of the Antidumping Questionnaire,
filed on February 27, 2014, pursuant to the Administrative Review for the period October 1,
2012 — September 30, 2013, under the Antidumping Duty Order on Carbon and Certain Alloy

" Steel Wire Rod from Mexico (Case Number A-201-830). | certify that the public information

and any business proprietary information of Deacerc SAP.L de C.V. contained in this
submission is accurate and complete to the best of my knowledge. | am aware that the
information contained in this submission may be subject to verification or corroboration {as
appropriate} by the U.S. Department of Commerce. | am also aware that U.S. law (including,
but not limited to, 18 U.8.C. § 1001} imposes \criminal sanctions on individuals who knowingly
and witfully make materiai fai_se statements to the U.8. Government, In addition, | am aware
that, even if this submission may be withdrawn from the record of the antidumping proceeding,
the U.S. Depariment of Commerce may preserve this submission, including a business
proprietary submission, for purposes of determining the accuracy of this certification. | certify
that a copy of this signed certification will be filed with this submission to the U.8. Department
of Commerce. '

Signature;

L.uis Eugenic Leal Rangel

Date: February 27, 2014

. Av Lézarc Cardenas 2333 Golom& Valle Qnente San ?adm Garza Gafcga Naevu Leérz Max«m G P 65259
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PUBLIC VERSION

Lastly, we note that Deacero also produced wire rod for testing purposes during the POR.
Although Deacero records the costs to produce this wire rod, it does not keep records of the rod’s
physical characteristics. Consequently, Deacero has assigned this wire rod CONNUM 999-99-9-
9-9-9-9-9,
i1 General Information
The production process, financial accounting, and cost acconniing mformation regnested
helow is necessary for the Department to hetter understand your company’s operations, its
products and production processes, and its financial and cest accounting practices,
Therefore, yon should provide complete narrative responses to cach of the items listed

helow.

A. Products and Production Processes

Provide a description of yonr company’s prodnetion process for the merchandise
under consideration.’ Your deseription should address each of the items 1 through
§ listed helow.

1. Provide a description of yonr company’s prodnction facilities. If prodnetion of
the merchandise under consideration takes place at mere than one facility,
identify each facility and describe the production activities that take place at
each facility. Identify all products manufactured at each facility, including
products not under consideration.

ANSWER: Deacero is vertically integrated. It produces wire rod; upstream products,
namely steel billet; and downstream products, such as black wire, galvanized wire, barbed wire,
nails, and fencing. As listed below, Deacero has three production facilities at which it produces
villet from steel scrap, two faciliies at which it produces wire rod from billet, and another

facility at which wire rod may be heat treated:.

* 1 you have afready provided a description of your company’s production process in response to section A of this
questiormaire, you may repeat that description or refer to the page numbers in that part of your response where the
information is presented. However, your response must address each of the items noted in parts ILA.} through 8 of
this section of the questionnaire. If it does not, provide the description of your company’s production process in this
section of your response and supplement it accordingly with the requested information,

D-4
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PUBLIC VERSION

Facility Type Production Activities

Deacero Saltilio Steel milt and | At the steel mill, Deacero produces steel
Autopista Salfillo Monterrey Km 8.5, wire plant from scrap, steel billet, wire yod, and rebar.
Ramos Arizpe Coahuila, Mexico In a separate facility at the same location,
25000 Deacero produces steel wire.

Desacero Celaya Steel mill and | At the steel mill, Deacero produces steel |
Carretera 45 Panamericana Tramo wire plang made from scrap, steel billet, wite rod, and
Celaya — Salamanca Km. 64.8 rebar, In a separate facility at the same
Poblado de Chinaco, Villagran location, Deacero coats wire rod and
Guanajuato, Mexico 38260 produces steei wire,

Deacero Ramos Arizpe Steel mill At the steel mill, Deacero produces steel
Carretera Monclova Km 4 Numero 2125 made from scrap and steel hillet.

PC 25900 :

Deacero Planta Alambres Morelia Wire plant At this facility, Deacero coats and heat
Qriente 4 # 1565 treats wire rod, and also produces steel
Jera. Etapa wire,

Cd. Industrial, Morelia, Michoacan

Mexico, CP 53130

2. Provide a flowchart of the production process for the merchandise under
consideration. Please supplement your flowchart with descriptions of each stage
in.the process,

ANSWER: Deacero describes each stage in the production of wire rod below:

1. Steel Billet. Scrap steel is first melted in an electric arc furnace. Next, the chemical
composition of the molten steel is modified in a refining furnace through the addition of various
additives to achieve the desired grade. Lastly, the molten steel is formed into billet using 2
continuous casting process. The billet either passes directly to the rolling mill or is stored for
sale or future production. |

2. Steel Wire Rod. The billet is reheated in a furnace and then successively reduced in
the rolling mill (consisting of a roughing mill, an intermediate mill, and a finishing mill). After
passing through the finishing mill, the wire rod is cooled, coiled into comcentric loops, and
placed on a conveyor belt for additional cooling. The coiled wire rod is readied for shipment or

D-5
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DEACERO

EXCELENCIA EN CALIDAD

Deacero invests to grow within the Mexican market

» The new plant at Ramos Arizpe is ready to supply the current deficit of light profiles

The Mexican Federal government has made a recent announcement about the new
“National Infrastructure Plan and the National Qevelopment Plan” {2013-2018), which is
mounting the expectation from the national steel-making industry.

The new framework for the Mexican infrastructure sector, along with the steady
economic forecast, are consistently suitable with Mexican steel companies making
investments to cater their home market, such as Monterrey-based Oeacero SA de CV
which has aiready fully commissioned a new plant on the northern state of Coahuila,

Currently, the Mexican steel market is experiencing a strong deficit of merchant bars and
light structural products, which are being produced for the first time by Oeacero at the
new facility previously mentioned. This investment has as ifs main purpose to
competitively substitute imports of these specific products and to satisfy the needs and
requirements of the local customers that cannot be procured by the current domestic

supply.

The “Acerfa Ramos Plant”, Geacero’s third steel mill, is located at the industrial city of
Ramos Arizpe, The construction phase of the plant initiated on September 2010; the steel
mill operations started on 2013, while the rolling mill reached its startup curve during
2012,

The steel mili can produce up to 1.5 million tons of crude steel per year and 300,000 tons
of finished products (beams, flats, sguares, rounds, channels, and angles} per vear. The
variety of light profiles manufactured at this compiex range in size from ¥%"to
10"depending on the product. This third steel mill does not generate an increase of semi-
finished steel capacity as it will create efficiencies by closing a smaller steel mill in the
same state and stop operations at electricity peak hours thus reducing costs.

Woridwide, Oeacero has been recognized as an innovative and sustainable company with
cutting edge infrastructure and high performing procedures. Oeacero is ranked as the
fargest steel recycler in Mexico. Furthermore, the company reutilizes 98% of the material
residues from the different production stages.



DEACERO

EXCELENGCIA EN CALIDAD

The overall concept of “Acerfa Ramos Plant” reinforce Deacero’s commitment to the core
values that have position the company on the highest international quality standards.
Along with the state of the art steel and rolling milis, the plant also features key
technological improvements such as peripheral equipment for water waste treatment, a
smoke extraction system and two electrical substations that wilt add up to the company’s
efficiency efforts to reduce water usage, power consumption and air emissions.

With more than 50 years of market experience in the steel making industry, Deacero isa
successful, dynamic, and privately owned company who has achieved its growth by
establishing a highly competitive position to satisfy the demands of the national and
international markets.
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With joint investments of 3 thousand 900 million,
AHMSA, Ternium México and Deacero finish gigantic
Projects, with their sights set on substituting imports

Due to the growing demand of special steels in Mexico.

Three steel icons just finished gigantic projects that together account for investment worth 3
thousand 900 million doliars, just in 2043: Altos Hornas de Mexico {AHMSA), Ternium Mexico and
Deacero.

They have their sights set on substituting Imports against the rising demand of special steels that it
resurging with the investment of the auto-assembly industry that is coming ta Mexica since 2
years, with the perspective to detonate the market alongside with the ambitious infrastructure
projects like water and gas ducts.

With its project “The Phoenix”, which its investment reached 2 thousand 300 miliion dollars and
that had been undergoing for the past 5 years, AHMSA resurges to capitalize on a new wave of
investments of auto-assembiers. -

Also, of producers of railway cars, of heavy machinery and of ducts for gas, water and others.

This expansion will feed those investment projects with mare sophisticated steel, which as of now
are provided by imports,

“We increased our production capacity of iron ore, liquid stee, slab and plate, that wilt go from 3.8
million tons to 5 million tons per year” He noted.

TERNIUM'S INSIGNIA
ey

The plant will produce more than 1.5 million tons a year of cold-rolle and 400 thousand
tons of galvanized sheet with technological characteristics not existent in Mexico as of now, to
provide for the car industry.

DEACERQ'S MOLE



With an investment of 500 mitlion doliars, the Monterrey Company, Deacero initiated in March

-9(— operations of its plant Steel Mill Ramos Arizpe, with a project that that started in September 2010

>R ¥

and that only in its construction gave jobs, in average to 1,500 workers daily.

Raul Gutierrez Muguerza, Deacero’s Director, stated that the plant has a liquid steel capacity ofa
millior and a half tons which started operations in March, and 500,000 tons a year of hot-rofling
capacity, which started operations in February 2012. o

“We are creating 500 direct jobs and 3 thousand indirect ones; the operation is gradually moving

1o produce steel profiles that we were not producing with the 500,000 tons capacity also creating
W

1,000 direct jobs and 5,000 indirect ones”,

“In the fast 2 years we made an investment of 800 million dollars and this year we will lower that
amount to a 100 million dollar investment and we have a production capacity of 4 million tons in
the group” he mentioned.

Gutidrrez Muguerza added that in the steel profile market for construction the main competitors
are Sidertirgica Guadalajara, Altos Homos de México and Gerdau.

He considers that the jong steel products in Mexico represent half of the sales of steel nationwide,
as is the case of steel profiles, rebar and wire rod.

The entrepreneur added that the location of the new plant was determined with a Jocalization
study that revealed that it was more convenient because of the transportation cost of the raw
material and finished product,

“The land was selected considering access to national highway, train raiis, gas pipes and electric
transmission lines”.

He indicated that with the plant, infrastructure of approximately 21 kilometers of railway
infrastructure was constructed; 174 thousand metros of paved ways, a water freatment plant with
a capacity of 17 cubic mifiititers per hour and a smoke extractor system of 3 thousand 600 cubic
meters per hour.

“This project was conceived since the beginning to cater only to the domestic market”

The plant produces structural and commercial profiles, in which Mexico has a large deficit,
therefore the goal is to substitute imports in a competitive manner of these products,

“Also, it is expected that this presidential term will be favorable, that it will allow a steady demand
as part of the economic growth prognosis and the infrastructure plans of the federal government”,
he revealed.

DEACERQ




Project: Plant Aceria Ramos
Investment: 500 million dollars
Annuat Capacity: Steel mill: 1.5 million tons per year
Rolling mill: 500,000 tons per year
initiation of operations: Steel mill: March 2013
Rolling mill; February 2013
initiation of construction: September 2010
Workers in construction: 1,500/daily
Location: Ramos Arizpe Coahulla
Constructed infrastructure: Railway: 21 kilometers
Paved ways: 173 thousand m2
Water-treating plant: 17 thousand cubic meters per hour
Smoke extractor: 3 thousand 600 m3/ per hour






