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DEPARTMENT OF COMMERCE

Bureau of Industry and Security
[Docket No. 040719211-4211-01]

Determination by the Department of
Commerce on the Petition Submitted
by the Copper & Brass Fabricators
Council, Inc. and the Non-Ferrous
Founders’ Society, Requesting the
Monitoring and Control of U.S. Copper
Scrap and Copper-Alloy Scrap Exports
in Accordance With the Short Supply
Provisions of the Export
Administration Act of 1979, as
Amended

AGENCY: Bureau of Industry and
Security, Department of Commerce.
ACTION: Notice of determination.

SUMMARY: On April 7, 2004, the Bureau
of Industry and Security received a
written petition requesting the
imposition of export monitoring and
export controls on copper scrap and
copper-alloy scrap. The Department of
Commerce reviewed this petition in
accordance with Sections 3(2)(C) and
7(c) of the Export Administration Act
(“EAA”) (50 U.S.C. app. Sections
2402(2)(c) and 2406(c)), as implemented
by Section 754.7 of the Export
Administration Regulations (“EAR”) (15
CFR 754.7), and has determined that
neither monitoring nor controls is
necessary in order to carry out the
policy set forth in Section 3(2)(C) of the
EAA.

FOR FURTHER INFORMATION CONTACT:
Daniel O. Hill, Director of the Office of
Strategic Industries and Economic
Security, Bureau of Industry and
Security, who may be reached at (202)
482-4506.

SUPPLEMENTARY INFORMATION:

The Petition

On April 7, 2004, the Department of
Commerce (“Department’’) received a
petition from the Copper & Brass
Fabricators Council, Inc., and the Non-
Ferrous Founders’ Society (the
“petitioners”) requesting that the
Department impose monitoring and
controls on exports of recyclable
metallic materials containing copper
(“‘copper-based scrap”), in accordance
with the short supply provisions of
Section 7(c) of the Export
Administration Act of 1979, as
amended, and Section 754.7 of the
Export Administration Regulations.

Although the EAA expired on August
20, 2001, Executive Order 13222 of
August 17, 2001 (3 CFR, 2001 Comp., p.
783 (2002)), as extended by the Notice
of August 7, 2003 (3 CFR, 2003 Comp.,
p. 328 (2004)) continues in effect, to the

extent permitted by law, the provisions
of the EAA and its implementing
regulations under the International
Emergency Economic Powers Act.

The petitioners identified four
commodities by the Census Bureau’s
Schedule B numbers as those for which
monitoring and export controls were
requested: 7404.00.0020 (waste and
scrap of refined copper), 7404.00.0045
(waste and scrap of copper-zinc base
alloys (brass) containing more than 0.3
percent lead), 7404.00.0062 (waste and
scrap of brass containing 0.3 percent or
less lead), and 7404.00.0080 (other
copper alloy waste and scrap, NESOI).

As aremedy, the petitioners requested
that export monitoring be imposed on a
weekly basis for copper-based scrap,
with the publication of weekly reports
on anticipated exports, and that export
controls be imposed that limit the
monthly total of copper-based scrap
exports to 31,678 metric tons (“MT”),
the monthly average of total exports for
the five-year period of 1996—2000, to be
allocated among destinations in an
historically based manner for an initial
period of one year.

In a Federal Register notice published
on April 22, 2004 (60 FR 21815), the
Department acknowledged receipt of
and requested public comments on the
petition and, at the request of the
petitioners, on May 19, 2004 held a
public hearing concerning the petition.
The Department heard testimony from
12 witnesses at the public hearing, and
received several written comments in
response to the request for public
comment. Interested parties may review
the Bureau of Industry and Security’s
(“Bureau’’) Web site, http://
www.bis.doc.gov, for the complete text
of the petition, pertinent Federal
Register notices, written public
comments, and the transcript of the
public hearing.

During the review of the petition, the
Bureau consulted with other U.S.
Government departments and agencies,
including the Departments of State and
the Treasury, the Council of Economic
Advisors, the Office of the United States
Trade Representative, the Department of
the Interior’s U.S. Geological Survey,
and the Department of Commerce’s
Economics and Statistics
Administration, and International Trade
Administration.

The Statutory Determinations for Short
Supply Actions

The Department of Commerce
reviewed this petition in accordance
with Sections 3(2)(C) and 7(c) of the
EAA (50 U.S.C. app. Sections 2402(2)(c)
and 2406(c)), as implemented by

Section 754.7 of the EAR (15 CFR
754.7).

Section 3(2) of the EAA, states:

It is the policy of the United States to
use export controls only after full
consideration of the impact on the
economy of the United States and only

to the extent necessary
* k%

(C) To restrict the export of goods
where necessary to protect the domestic
economy from the excessive drain of
scarce materials and to reduce the
serious inflationary impact of foreign
demand.

In Section 7(c)(3)(A), the EAA sets
forth five determinations that the
Secretary of Commerce shall make in
determining whether short supply
action is warranted.® The Secretary is to
determine whether:

(i) There has been a significant
increase, in relation to a specific period
of time, in exports of such material in
relation to domestic supply and
demand;

(ii) There has been a significant
increase in domestic price of such
material or a domestic shortage of such
material relative to demand;

(iii) Exports of such material are as
important as any other cause of a
domestic price increase or shortage
relative to demand found under clause
(ii);

(iv) A domestic price increase or
shortage relative to demand found
under clause (ii) has significantly
adversely affected or may significantly
adversely affect the national economy or
any sector thereof, including a domestic
industry; and

(v) Monitoring or controls, or both, are
necessary in order to carry out the
policy set forth in section 3(2)(C) of the
EAA.

The Department of Commerce’s Review
of the Statutory Determinations

Determination 1: Whether there has
been a significant increase, in relation to
a specific period of time, in exports of
such material in relation to domestic
supply and demand.

For the reasons set forth below, the
Department has determined that there
has been a significant increase, in
relation to the specific period of time
(1999-2003), in exports of copper-based
scrap in relation to domestic supply and
demand of such commodity. The
increase in exports should be
considered in the context of
substantially decreased U.S. domestic

1Pursuant to Section 4.01(b) of Department
Organizational Order 10-16 (March 19, 2004), the
Secretary of Commerce has delegated to the Under
Secretary of Commerce for Industry and Security
the authority to make these determinations.



44492

Federal Register/Vol. 69, No. 142/Monday, July 26, 2004 /Notices

consumption, as well as the record
showing that some copper-based scrap
cannot be directly consumed by the
petitioners.

The petitioners allege that exports of
copper-based scrap have increased by
138 percent during the 1999-2003
period, and that the volume of copper-
based scrap exports has increased in
both an absolute sense and as a
percentage of the U.S. copper-based
scrap supply in relation to U.S.

demand.2 See Petition for the
Imposition of Monitoring and Controls
with Respect to Exports from the United
States of Copper Scrap and Copper-
Alloy Scrap (“Petition”), pp. 10-13. The
petitioners also allege that ““[e]ssentially
all the growth in U.S. exports of copper-
based scrap in recent years [1999-2003]
has been attributable to rising demand
in China.” See Petition, p. 13.

CHART 1

Copper-Based Scrap Exports

The Department has found that U.S.
exports of copper-based scrap increased

by 119 percent from 1999-2003, rising

from 315,000 MT in 1999 to 689,000 MT
in 2003.3 See Chart 1. During

the first five months of 2004 (the most
recent data available), exports have

increased 11 percent compared to the
same period in 2003, rising from
269,000 MT in January—May 2003 to
298,000 MT in January—May 2004.
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The People’s Republic of China
(“PRC”) has been the leading
destination of U.S. copper-based scrap
exports since 1999, accounting for 68
percent of U.S. copper-based scrap
exports in 2003. U.S. copper-based
scrap exports to the PRC increased by

2The petitioners are part of the U.S. copper and
copper-based scrap consuming (melting) industry,
which includes approximately 35 primary brass
mills, 15 wire rod mills, 23 ingot makers, 600
foundries, and three fire-refiners. Brass mills melt
and alloy feedstock to make metal strip, sheet,
plate, tube, rod, bar, mechanical wire, forgings, and
extrusions. The brass mills employ fabricating
processes, such as hot-rolling, cold-rolling,

447 percent from 1999-2003, rising
from 86,000 MT in 1999 to 470,000 MT
in 2003. See Chart 2. During the first
five months of 2004, exports to the PRC
have increased 14 percent compared to
the same period in 2003, rising from
169,000 MT in January—May 2003 to

extrusion, and drawing to convert the melted and
cast feedstock into mill products. Ingot-makers
produce a wide range of cast copper alloys in the
form of ingots. These ingots are small enough (30
pounds) to fit into their customers’ (foundries and
brass mills) furnaces. Foundries make shaped
castings for industrial and consumer goods, the
most important of which are plumbing products
and industrial valves.

192,000 MT in January—May 2004.
While exports to the PRC have increased
during the 1999-2003 period, exports to
all other countries have remained
relatively stable.

3 All export data presented in this determination
are based on the Bureau of the Census’ reporting of
“U.S. Domestic Exports’ of copper-based scrap. The
record does not demonstrate that re-exports of
foreign-origin copper-based scrap, as recorded in
“U.S. Total Exports,” and cited by the petitioners,
could be used in the domestic market.
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CHART 2
U.S. DOMESTIC EXPORTS OF

COPPER-BASED SCRAP TO THE PRC AND WORLD
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Domestic Consumption

Trends in U.S. consumption of
copper-based scrap must be evaluated
because the statute requires a
determination of whether exports have
increased significantly “in relation to
domestic supply and demand.”

The Department has found that U.S.
consumption of copper-based scrap

4 Copper-based scrap can be distributed into three
categories based on its origins and processing. (1)
“Home scrap” or “run around scrap” is material
generated during manufacturing (clippings, off-spec
material) that never leaves the plant of origin and
is recycled (remelted) internally. (2) “New scrap”
is manufacturing scrap (grindings, turnings,
webbing, skimmings, off-spec material) generated
downstream from the primary mill that is not
recycled internally, but rather enters into commerce
and is traded back to the source primary mill or

decreased by 30 percent from 1999—
2003, falling from 1,631,000 MT in 1999
to 1,152,000 MT in 2003.4 During the
first four months of 2004, U.S.
consumption of copper-based scrap
increased 3 percent compared to the
same period in 2003, rising from
397,000 MT in January—April 2003 to
410,000 MT in January—April 2004 (the
most recent data available).

marketed through scrap yards and brokers. New
scrap is particularly valuable to the primary mills
in that its origins and exact composition are known,
it is compatible with their alloy product output, and
it requires little or no processing before
consumption. (3) “Old scrap” is material recovered
from items that have been placed in service and
have become obsolete or otherwise removed from
service. Old scrap, such as used water tubing,
valves, auto radiators, and harnesses is collected
through a tier of scrap processors and may be

Over the past five years, U.S.
consumption of copper-based scrap has
decreased more than the rise in U.S.
exports during the same period. See
Chart 3. From 1999-2003, U.S. exports
of copper-based scrap increased by
374,000 MT, while U.S. consumption
decreased by 479,000 MT.

processed or upgraded before marketing to
consumers or brokers for domestic use or export.
In 2003, new scrap accounted for approximately
96 percent of U.S. brass mills’ scrap consumption
according to U.S. Geological Survey data. See Table
9, U.S. Geological Survey, Copper in December
2003 (March 2004). The U.S. Geological Survey
estimates that old scrap accounted for
approximately 75 percent of U.S. ingot makers’
scrap consumption and 51 percent of U.S.
foundries’ scrap consumption in 2003. Id.
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CHART 3

U.S. DOMESTIC EXPORTS AND CONSUMPTION OF COPPER-BASED SCRAP
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Sources: U.S. International Trade Commission DataWeb; Table 10, U.S. Geological
Survey, Minerals Yearbook: Copper, 1999-2002; and Table 10, U.S. Geological Survey,
Mineral Industry Surveys (Copper), December 2003-March 2004. April 2004
consumption data provided by U.S. Geological Survey.

The domestic copper-based scrap
processing industry underwent
significant restructuring during the
1999-2003 period, including the closure
of the last operating independent U.S.
secondary smelter in 2001.°

5 The petitioners allege that increased exports of
copper-based scrap were a major cause that
contributed to the demise of the U.S. secondary
smelting industry. See petitioners’ supplemental
comments (May 27, 2004), p. 9. The record does not
demonstrate that the increase in exports was a
major cause of the closure of the U.S. secondary

Historically, a significant portion of the
scrap processed by the secondary
smelters was material containing certain
impurities that prevented copper and
brass mills from directly consuming the
scrap. During the 1999-2003 period,

smelters. The last two operating secondary smelters
closed in may 2000 (Southwire co., Carrollton,
Georgia) and October 2001 (Chemetco Inc.,
Hartford, Illinois). The closure of both smelters was
linked to the costs associated with environmental

regulations compliance and the low price of copper.

See U.S. geological survey, minerals yearbook—

consumption of copper-based scrap by
U.S. smelters, refiners, and ingot makers
(including secondary smelters)
decreased by 55 percent, falling from
501,000 MT in 1999 to 224,000 MT in
2003. See Chart 4.

2000, p. 23.3; U.S. geological survey, minerals
yearbook—2001, p. 22.2; and copper development
association, technical report: the U.S. copper-base
scrap industry and its by-products—2002 (July
2002), p. 14.
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CHART 4

U.S. CONSUMPTION OF COPPER-BASED SCRAP
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Sources: Table 10, U.S. Geological Survey, Minerals Yearbook: Copper, 1999-2002; and
Table 10, U.S. Geological Survey, Mineral Industry Surveys (Copper), December 2003-
March 2004. April 2004 consumption data provided by U.S. Geological Survey. 2003
and January-April 2004 Foundries/Misc. Manuf. consumption estimated as equal to 2002
figure. The U.S. Geological Survey includes wire-rod mill consumption with brass mills
to avoid disclosing company proprietary data.

The Institute of Scrap Recycling
Industries, Inc. (“ISRI”’) has stated that
“the vast majority of the material being
exported is copper scrap that would
otherwise not be consumed
domestically” due to the closure of the
domestic secondary smelters. See ISRI
Final Comments (June 7, 2004), p. 17.
The petitioners acknowledge that not all
the copper-based scrap being exported
can be consumed by the domestic
industry, noting that “some element of
the product exported is not of sufficient
quality for use by the brass mill
industry” and that “there is no means
of discerning how much of the exported
product could actually be used by the
U.S. brass mill industry.” See Petition,
pp. 11-12, footnote 14. Thus, the
Department concludes that the
information on the record shows that at
least some of the copper-based scrap
being exported cannot be consumed by
the domestic industry.

Thus, the increase in exports should
be considered in the context of
substantially decreased U.S. domestic
consumption, as well as the record
evidence showing that some copper-

based scrap cannot be directly
consumed by the petitioners.

Determination 2: Whether there has
been a significant increase in domestic
price of such material or a domestic
shortage of such material relative to
demand.

For the reasons set forth below, the
Department has determined that there
has been a significant increase in the
domestic price of copper-based scrap.
The Department has not determined that
there is a domestic shortage of copper-
based scrap relative to the demand for
such material.

The petitioners allege that “U.S.
prices for copper-based scrap have
increased significantly * * *” See
Petitioners’ Initial Comments (May 13,
2004), p. 2. The petitioners cite
increases in copper-based scrap prices
since 2001, in particular the dramatic
increases that occurred during the first
four months of 2004 when the prices of
Brass Mill Scrap, No. 1 copper (“No. 1
copper scrap”’) and Refiners” Copper
Scrap, No. 2 copper, (“No. 2 copper
scrap”’) rose 66.7 percent and 73.8

percent, respectively, compared to the
same period in 2003.5 Id.

The petitioners also allege that
increased exports of copper-based scrap
have reduced U.S. supplies and have
caused shortages of the material. The
petitioners state that shortages of
copper-based scrap have not been
reflected in widespread production
interruptions to date, but in the
increased substitution of copper cathode
(99.9 percent pure copper) for copper-
based scrap and reduced stocks of
copper-based scrap. See Petition, pp.

6 Copper-based scrap is defined in as many as 43
different categories based on its copper purity-level.
For many of these categories, there is no universal
agreement among the copper scrap consuming and
producing industries on definitions. No. 1 copper
scrap is one of the scrap designations on which
most members of the copper consuming and
producing industries can agree. It is comprised of
at least 99 percent copper. No. 2 copper scrap is
considered by most industrial consumers/producers
to be scrap with 94-98 percent copper content.
However, some in the scrap consuming industry
view No. 2 copper scrap as any scrap not classified
as No. 1 copper scrap. Sequential definitions
beyond No. 2 scrap indicate material with ever-
decreasing percentages of copper and increasing
percentages of other metals, such as lead, tin, and
zinc.
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15-16, and Petitioners’ Initial
Comments (May 13, 2004), p. 3.

Domestic Prices

The Department has found that the
average annual prices for No. 1 copper
scrap and No. 2 copper scrap increased

by 13 and 22 percent, respectively, from

1999-2003.7 The price for No. 1 copper
scrap rose from 70.88 cents per pound
in 1999 to 79.86 cents per pound in
2003. The price for No. 2 copper scrap

rose from 57.53 cents per pound in 1999

to 70.15 cents per pound in 2003. See

CHART 5

Chart 5. During the first six months of
2004 (the latest monthly data
published), the prices for No. 1 copper
scrap and No. 2 copper scrap have
increased 65 percent and 64 percent,
respectively, compared to the same
period in 2003.8

U.S. COPPER SCRAP AVERAGE PRICES

1999-2004 (YEAR-TO-DATE)

i

E 150

| g 130 — - —

| c

3

| o 10 +—-ee - -

B /

S

e /\‘

| O 70 Py o *

1 T

| 50 . . . .
1999 2000 2001 2002 2003 Mar-04  Jun-04

-

S —

I;O—NO 1 Cop;)uer Scre;p —m— No. 2 Copper Scrap \

Sources: U.S. Geological Survey compilation of American Metal Market published price
data. Table 13, U.S. Geological Survey, Minerals Yearbook: Copper, 2000-2002; and
Table 13, U.S. Geological Survey, Mineral Industry Surveys (Copper), December 2003-
March 2004. April 2004-June 2004 data provided by U.S. Geological Survey.

The prices for No. 1 copper scrap and
No. 2 copper scrap each rose 32 percent
during the first quarter of 2004
compared to the fourth quarter of 2003,
before falling during the second quarter
of 2004. Comparing prices in March
2004 to June 2004, the average monthly

7 The petitioners and ISRI have each utilized
American Metal Market published pricing data for
copper scrap in their submissions for the record.
Because the petitioners and ISRI used this source,
the Department determined it was appropriate to
utilize American Metal Market pricing data during
the course of the review. Copper scrap prices

prices for No. 1 and No. 2 copper scrap
decreased 10 percent and 18 percent,
respectively. The price for No. 1 copper
scrap fell from 132.89 cents per pound
in March 2004 to 120.33 cents per
pound in June 2004. The price for No.

2 copper scrap fell from 118.57 cents

presented in this determination are based on the
American Metal Market’s published daily estimates
of dealer buying prices for carload lots delivered to
a buyer’s works.

8 The comparison of year-on-year periods is
appropriate because scrap prices and supplies are
influenced by seasonal demand for copper

per pound in March 2004 to 96.90 cents
per pound in June 2004. In addition, the
Department has found that the price
increase for copper scrap that occurred
from 1999-2003 occurred at a slower
rate than previous price increases (e.g.,
1986-1989 and 1993-1995). See Chart 6.

products. See Wolverine Tube, Inc., Quarterly 10-
Q Report to the Securities and Exchange
Commission (August 13, 2003); “Essex cites wire
market for earnings cut,” Copper News, American
Metal Market (May 22, 1998); “Higher Cost of Steel
Scrap Boosting Price of Finished Steel,” Buffalo
News (February 15, 2004).
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CHART 6

U.S. COPPER SCRAP AVERAGE PRICES
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Domestic Shortage

During the process of the review, the
Department found no convincing
evidence of the existence of a shortage
of copper-based scrap. After reviewing
the statute, the Department has
determined that, as used in Section 7(c)
of the EAA, a shortage of copper-based
scrap exists if the domestic industry’s
demand exceeds the supply at
prevailing market prices. In addition to
the fact that the information submitted
by the petitioners did not establish that
a shortage of copper-based scrap exists,
as discussed below there are no signs of
any consequences of a shortage. There is
conflicting evidence as to whether the
industry has had difficulties purchasing
copper-based scrap. Petitioners stated
that they have had trouble getting their
required supply of copper-based scrap.
See Hearing Transcript, pp. 9, 12, 39—
41, 52-53, 55, 74-76, 92-95, 107, 112,
124-127,131-132, 137, 154, 156-157,
and 159-161. The petitioners stated that
one unnamed brass mill reported that
“delays in sourcing input material
resulted in a cumulative equivalent of
11 days of lost production” during the
first quarter of 2004, and at the hearing
three witnesses for the petitioners stated
that supply availability had affected
their companies’ production schedules.
See Petitioners’ Supplemental

Comments (May 13, 2004), p. 15 and
Hearing Transcript, pp. 107, 112, and
161.

In response, ISRI stated that many
scrap processors reported that brass
mills were delaying receipt of
purchased scrap due to excess
inventories of raw materials at the mills.
See ISRI Initial Comments (May 13,
2004), p. 7; Hearing Transcript, pp. 177,
191; and ISRI Final Comments (June 7,
2004), pp- 23—24. ISRI provided
information stating that brass mills have
slowed down their acceptances of
shipments of copper-based scrap. ISRI
identified ten brass mills or ingot
makers by name that it states have
extended delivery dates by as long as
six-to-eight weeks. See ISRI Final
Comments (June 7, 2004), pp. 23—24.

The petitioners disagreed with ISRI’s
statements that mills were delaying
deliveries. The petitioners surveyed
their members (133 companies
according to membership lists attached
as Exhibit 1 to the petition) to ascertain
if any company had requested that
deliveries be delayed, and advised the
Department that, of the eight producers
responding to their inquiry, none
reported delaying “purchasing copper-
based scrap offered by scrap dealers
because such scrap was not needed.”
See Petitioners’ Final Comments (June
7, 2004), p. 10. After the closing of the

public comment period, the petitioners
also provided additional statements
from officials with five of the ten
companies identified by ISRI, stating
that these companies had not delayed
shipment of scrap for ““‘six to eight
weeks” because of an “excess
inventory” of scrap on hand.” See
Petitioners” Statements from Brass Mills
(July 13, 2004).° While the Department
has accepted this submission, we note
that due to the late filing other parties
have not had an opportunity to respond.
The Department concludes that there is
unrebutted record evidence that at least
five companies have delayed scrap
deliveries.

In addition, there were no signs of
significant consequences that would
normally result from a shortage. The
record does not reflect that the industry
is laying off workers or shutting down
plants due to an inability to obtain
scrap. The record also does not reflect
that the industry has been unable to
satisfy customer orders to date. See
Hearing Transcript, pp. 23—-24, 112-113,
126-127, and 161.

9One of the company officials noted that his
company may have delayed some scrap deliveries
in April 2004 due to the shutdown of a furnace for
regular maintenance. See Statement of Edward
Kerins, Jr., Cambridge-Lee Industries (July 12,
2004), p. 2.
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ISRI also suggests that there are
extensive potential reserves of obsolete
copper-based scrap in the United States.
See Nathan Associates Inc., The
National Inventory of Obsolete Copper
Scrap: Accumulation and Availability,
1982-2003 (May 2004) (“Nathan
Associates Study’’). However, the
Department has not relied on this study
because the study does not demonstrate
that these “potential reserves” are
readily available for use by copper scrap
consuming industries. The study’s

definition of obsolete copper scrap

““consists of copper contained in
installed or in-place products in the

U.S. economy.” See Nathan Associates

Study, p. i.
As discussed above, the petitioners

state that shortages of copper-based
scrap have been reflected in the

increased substitution of copper cathode
for copper-based scrap. The Department
has found that there is no quantitative
evidence suggesting that U.S. brass mills
have been extensively switching to
cathode in response to an alleged

TABLE 1
U.S. BRASS MILL CONSUMPTION OF COPPER-BASED SCRAP,
REFINED COPPER, AND CATHODES

1999-2004 (YEAR-TO-DATE)

copper-based scrap shortage. According
to U.S. Geological Survey data, there has
been only a marginal increase in brass
mill consumption of cathode as a
percentage of total feedstock since 1999,
with cathode accounting for 28.3
percent of total brass mill feedstock
consumption in 1999 and 30.8 percent
in 2003. During the first four months of
2004 (the most recent data available),

cathode has accounted for 27 percent of
brass mill feedstock consumption. See

Table 1.

(A) (B) (©€) (D) (E) (F)
Brass Mill Brass Mill Brass Mill Total Brass Scrap as a Cathode as a
Consumption | Consumption | Consumption Mill Percentage of | Percentage of
of Copper- of Refined of Cathodes Consumption Total Brass Total Brass
Based Scrap Copper MT) MT) Mill Mill
MT) (MT) Consumption Consumption
(A+B) (A/D) (C/D)
1999 1,045,000 691,000 492,000 1,736,000 60.2 percent 28.3 percent
2000 1,070,000 723,000 501,000 1,793,000 59.7 percent 27.9 percent
2001 919,000 623,000 429,000 1,542,000 59.6 percent 27.8 percent
2002 930,000 593,000 439,000 1,523,000 61.1 percent 28.8 percent
2003 840,000 587,000 439,000 1,427,000 58.9 percent 30.8 percent
2004 307,000 204,000 138,100 511,000 60.1 percent 27.0 percent
(Jan-
Apr)

Sources: Tables 4 and 5, U.S. Geological Survey, Minerals Yearbook: Copper, 2000-2002.
Revised 1999, 2003, and January-April 2004 data provided by U.S. Geological Survey. Refined
copper includes cathodes, wire bars, ingots and ingot bars, cakes and slabs, and billets and others.
The U.S. Geological Survey includes wire-rod mill copper-based scrap consumption with brass

mills to avoid disclosing company proprietary data.
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As discussed above, the petitioners
also state that shortages of copper-based
scrap have been reflected in the
decrease of copper-based scrap stock
levels. The Department has found that
the domestic copper-based scrap stock
level at brass mills; smelters, refiners,
and ingot makers; and foundries has
declined 36 percent from 1999-2003.
However, the level of copper-based
scrap stocks has remained relatively
constant as a percent of consumption of
copper-based scrap during this period.
According to U.S. Geological Survey
data, copper-based scrap stocks were
equal to 5.5 percent of domestic
consumption in 1999, 5.1 percent in
2000, 4.9 percent in 2001, 5.3 percent in
2002, and 5.0 percent in 2003.10

Determination 3: Whether exports of
such material are as important as any
other cause of a domestic price increase
or shortage relative to demand found
under clause (ii).

For the reasons set forth below, the
Department has determined that exports
of copper-based scrap are not as
important as any other cause of the
domestic price increase relative to
demand found under Determination 2,
above.

10 See Table 10, U.S. Geological Survey, Minerals
Yearbook: Copper, 2000-2002. Preliminary 2003
data provided by U.S. Geological Survey.

The petitioners allege that ““there are
no factors other than exports that serve
to explain domestic shortages and
increased prices for copper-based scrap
in the United States.” See Petitioners’
Initial Comments (May 13, 2004), p. 14.
The petitioners state that foreign buyers
are ‘‘paying above market-levels and
agreeing to preferential sales terms to
U.S. scrap dealers in order to obtain”
copper-based scrap. See Petition, pp.
19-20. The petitioners provided
testimony and articles from the trade
press to substantiate these claims. The
petitioners also state that increased
copper-based scrap exports have led to
higher domestic copper-based scrap
prices by reducing available domestic
supplies. Id., p. 20. The petitioners
provided testimony and written
comments to substantiate their
assertions.

During the public hearing, the
Department requested a copy of the
petitioners’ analysis that there were no
factors, other than exports, that have
caused the alleged shortage. See Hearing
Transcript, pp. 83—84. The petitioners
have not provided the requested data.

ISRI counters the petitioners’
assertions by stating that “[alny impact
that the increase in exports might have
had on scrap prices is marginal at best
and impossible to quantify.” See ISRI

Final Comments (June 7, 2004), p. 4.
ISRI also states that ““[tlhe domestic
price for copper scrap typically mirrors
the world market price for such scrap,
which is dictated by the global market
price for copper metal.”” See ISRI Initial
Comments (May 13, 2004), p. 2.

Based on evidence gathered during
the course of the review, the Department
concluded that the overall price of
copper scrap tracks the price of copper
cathode, as traded on global commodity
exchanges. See Chart 7.1 While the rise
in exports in copper-based scrap has
been a factor influencing the increase in
domestic copper scrap prices, it is the
world supply and demand for copper
that has been the most important cause
of any increase in the price of copper-
based scrap.

11 See also Exhibit 6 to Petitioners’ Initial
Comments (May 27, 2004); testimony of Michael
Kerwin, on behalf of petitioners (“the price of scrap
essentially keys off of * * * the COMEX price”),
Hearing Transcript, p. 61; testimony of Roy Allen,
on behalf of petitioners (“these rising prices
certainly reflect general increases in world copper
prices that have taken place, as reflected by the
commodity exchanges”), Hearing Transcript, p. 92;
testimony of Jeffrey Burghardt, on behalf of
petitioners (“copper-based scrap in the U.S. is
priced at a negotiated discount or premium relative
to the COMEX price for copper cathode”), Hearing
Transcript, p. 122.
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CHART 7

U.S. AVERAGE COPPER CATHODE AND COPPER SCRAP PRICES

1999-2004 (YEAR-TO-DATE)

Cents Per Pound
[(e)
o

1999

2000 2001 2002 2003

Jan-June [
2004

|
|
T

'—e— COMEX Copper Cathode --m— No. 1 Copper ScraB o 7 \
—— No. 2 Copper Scrap i
S 1

Sources: U.S. Geological Survey compilation of New York Mercantile Exchange
Commodities Division (“COMEX”’) and American Metal Market published price data.
Table 13, U.S. Geological Survey, Minerals Yearbook: Copper, 2001-2002; and Table 13,
U.S. Geological Survey, Mineral Industry Surveys (Copper), December 2003-March
2004. April 2004-June 2004 data provided by U.S. Geological Survey.

The global market for copper cathode,
in turn, is driven by factors such as
copper mining developments (e.g., mine
shutdowns or new investments),
developments in the refining sector
(e.g., changes secondary copper
smelting and refining capacity), and
copper demand. See ISRI Initial
Comments (May 13, 2004), pp. 10-11.
The supply from copper mines, in
particular, has been a critical factor in
recent price fluctuations. During the
past several years, prices for copper
have been low and production was
reduced as a result. See “Codelco sets
copper production target of 1.6M
tonnes, up 3.5%,” American Metal
Market (March 20, 2003). More recently,
the mining companies have suffered
from labor problems and natural
disasters that have impeded supply. See
“A Strike here, a landslide there * * *
behind the pinch in copper,” American

12 The International Copper Study Group,
established in 1992, is an intergovernmental
organization that serves to increase copper market
transparency and promote internaitonal discussions
and cooperation on issues related to copper.

Metal Market (February 9, 2004). Thus,
global copper supplies were unable to
respond quickly to increased global
copper demand resulting from rapid
growth in Asia and increased demand in
the United States. See International
Copper Study Group (“ICSG”), Press
Release: Forecast 2004—2005 (May 19,
2004).12 Accordingly, world market
prices have seen a sharp increase that
correlates to the increase in domestic
prices. The ICSG also reports that Chile
and the PRC are or will be releasing
copper from stockpiles in 2004. In 2005,
copper mines in Indonesia are
anticipated to be operating at full
capacity, and certain mines will be
reopening in North America. Id.

In addition, historically the rate of
copper scrap price increases does not
correspond closely to the rate at which
copper scrap exports increased. While
the rate of the recent 1999-2003 rise in

copper scrap prices is less than that
experienced in earlier periods (e.g.,
1986-1989 and 1993-1995), the rate of
increase in export quantities from 1999—
2003 appears to have occurred at the
same or greater level as the rate
recorded in earlier periods. See Chart 8.
This relationship undermines the claim
that domestic copper scrap prices are
highly related to the increase in export
volumes and suggests that the recycling
industry is searching for new markets
for the scrap that can no longer be
processed in the United States. Indeed,
the overall level of global copper scrap
consumption decreased approximately
15 percent from 1999-2003 according to
unpublished ICSG data. Given the
integration of global scrap trade, this
decrease makes it unlikely that scrap
consumption trends are responsible for
the run-up in scrap prices.
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CHART 8

U.S. UNALLOYED COPPER SCRAP EXPORTS
AND U.S. COPPER SCRAP AVERAGE PRICES

1983-2003

UNALLOYED EXPORTS (000MT )
NO. 1 AND NO. 2 COPPER SCRAP PRICES (CENTS PER POUND)
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Source: Bureau of Industry and Security compilation of Bureau of the Census export data
and American Metal Market published price data

Finally, there have been a number of
foreign governmental actions that may
have affected the price and supply of
copper scrap, including Russia’s export
restriction on copper-based scrap. In
1998, Russia was the leading exporter of
copper-based scrap, with exports
totaling 357,000 MT. See Copper
Development Association Inc., Table 3,
Technical Report: The U.S. Copper-
based Scrap Industry and Its By-
products—2003 (December 2003).
However, in 1999, the Russian
government imposed an export tax on
copper scrap that effectively removed
the country from the copper scrap
export market. This export tax may have
had an impact on global copper scrap
prices and supply. As the export tax was
phased in, Russian exports of copper
scrap dwindled. See “Copper, nickel
gains bring out supply,” American
Metal Market (February 11, 1999), and
“Unpredictable Behavior: The Story of
Copper and Brass,” Recycling Today
(April 2000). The Russian export tax
was imposed at the beginning of the
1999-2002 time period when global
demand for copper scrap increased at a

rate of approximately 20 percent. See
Copper Development Association Inc.,
Table 4, Technical Report: The U.S.
Copper-based Scrap Industry and Its By-
products—2003 (December 2003).
Russia’s withdrawal from the copper
scrap export market in 1999 may have
influenced the global availability of
copper-based scrap.

The petitioners also have cited several
Chinese government practices that they
allege are spurring scrap exports to
China. First, the petitioners state that it
is their understanding that the PRC
applies a value-added tax (“VAT”) of 17
percent on imports of copper-based
scrap and then rebates 30 per