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US General Trade Policy Highlights

US Treasury Department Designates China as a “Currency Manipulator” Under 1988
Statute

On August 5, 2019, the US Department of the Treasury (“Treasury”) announced that Treasury Secretary Steven
Mnuchin, “under the auspices of President Trump,” has determined that China is a “currency manipulator” pursuant to
Section 3004 of the Omnibus Trade and Competitiveness Act of 1988 (“the 1988 Act”).! The designation is largely
symbolic, as the only remedy authorized by Section 3004 is the initiation of bilateral negotiations between the United
States and the designated country. However, the Trump administration’s decision to apply the designation to China
at this time — just one week after the announcement that the United States will impose an additional 10% tariff on
$300 billion in annual Chinese imports as of September 1 — represents yet another escalation of the US-China trade
dispute that likely will hinder further negotiations between the two countries.

Statutory criteria for currency manipulation
Section 3004 of the Omnibus Trade and Competitiveness Act of 1988

Section 3004 of the 1988 Act provides that the Treasury Secretary “shall analyze on an annual basis the exchange
rate policies of foreign countries...and consider whether countries manipulate the rate of exchange between their
currency and the United States dollar for purposes of preventing effective balance of payments adjustments or
gaining unfair competitive advantage in international trade.” The statute does not provide specific criteria for
determining whether a country is engaging in such manipulation. Where a country is found to engage in manipulation,
Section 3004 requires the Treasury Secretary to initiate negotiations with that country “on an expedited basis...for the
purpose of ensuring that such countries regularly and promptly adjust the rate of exchange between their currencies
and the United States dollar to permit effective balance of payments adjustments and to eliminate the unfair
advantage.” However, the law does not authorize further remedial actions. The Treasury Department has not
labeled any country a “currency manipulator” under Section 3004 since 1994, when it last applied that designation to
China.

Section 701 of the Trade Facilitation and Trade Enforcement Act of 2015

Separately (and not cited in this case), Section 701 of the Trade Facilitation and Trade Enforcement Act of 2015
(TFTEA) requires Treasury to initiate "enhanced bilateral engagement” with any major US trading partner that: (i) has
a significant bilateral trade surplus with the United States; (ii) has a material current account surplus; and (iii) has
engaged in "persistent one-sided intervention in the foreign exchange market." If, within one year after enhanced
bilateral engagement begins, Treasury determines that the country has failed to adopt appropriate policies to correct
the alleged undervaluation and surpluses, the President is required to take one or more of the following remedial
actions:

(i) prohibit the Overseas Private Investment Corporation (OPIC) from approving any new financing with
respect to a project located in that country;

(i) prohibit the US federal government from procuring goods or services from that country (except where
such action would be inconsistent with US obligations under international agreements);

(iii) instruct the US Executive Director of the IMF to call for rigorous surveillance of the macroeconomic and
exchange rate policies of that country (and, as appropriate, formal consultations on findings of currency
manipulation); and/or

(iv) instruct the US Trade Representative to take into account the country's alleged failure to cooperate when
assessing whether to enter into a bilateral or regional trade agreement with that country. The President
may choose not to take any remedial action, however, if doing so would adversely impact the US
economy or national security.

" The Treasury statement can be viewed here.


https://home.treasury.gov/news/press-releases/sm751

The Treasury Department submits semi-annual reports to Congress assessing the foreign exchange practices of
major US trading partners under the criteria set forth in Section 3004 of the 1988 Act as well as Section 701 of the
TFTEA. Inits most recent semi-annual report published in May 2019, Treasury stated that it “continues to have
significant concerns about China’s currency practices, particularly in light of the misalignment and undervaluation of
the RMB relative to the dollar[.]” However, Treasury determined in the report that China “does not meet the
standards identified in Section 3004 of the 1988 Act at this time” and “does not trigger all three criteria under [Section
701 of the TFTEA]L]”

August 5 determination under Section 3004

In its August 5 statement, Treasury cites the statutory standard for currency manipulation under Section 3004 of the
1988 Act, and states that “[i]n recent days, China has taken concrete steps to devalue its currency, while maintaining
substantial foreign exchange reserves despite active use of such tools in the past. The context of these actions and
the implausibility of China’s market stability rationale confirm that the purpose of China’s currency devaluation is to
gain an unfair competitive advantage in international trade.” The statement does not allege that China’s foreign
exchange practices satisfy the three criteria set forth in Section 701 of the TFTEA (which, as noted above, can trigger
remedial actions), and does not otherwise reference Section 701. The statement therefore indicates that Treasury
has found China to be a currency manipulator within the meaning of Section 3004 of the 1988 Act, and not under
Section 701 the TFTEA. Treasury states that, as a result of its determination, Secretary Mnuchin “will engage with
the International Monetary Fund to eliminate the unfair competitive advantage created by China’s latest actions.”

The designation does not appear to have any direct implications for the administration of the United States’ trade
remedy laws, including the countervailing duty statute, despite a recent US Department of Commerce (“Commerce”)
proposal that seeks to treat currency undervaluation as a countervailable subsidy. On May 23, 2019, Commerce
published a proposed rule that, if adopted, would establish a process by which it may treat a foreign country’s
“currency undervaluation” as a countervailable subsidy for purposes of US countervailing duty proceedings, thus
potentially subjecting imports from that country to remedial duties.? The proposed rule would newly “clarify” that (1)
DOC “normally” will consider a benefit to be conferred upon a foreign producer or exporter when the domestic
currency of the exporting country is undervalued in relation to the US dollar; and (2) all companies operating “in the
traded goods sector of an economy” can constitute a group of enterprises for purposes of determining whether a
subsidy is “specific”’ (and thus countervailable) under US law. Treasury would play a central role in determining the
extent of any currency undervaluation under the proposed rule. Nevertheless, the proposed rule targets currency
“undervaluation” regardless of whether Treasury has made a statutory finding of “manipulation” with respect to the
relevant country. It therefore is not clear that Treasury’s determination will have any impact on countervailing duty
proceedings in which the proposed rule is utilized, should it ultimately be adopted.

Outlook

Treasury’s determination under Section 3004 does not trigger retaliatory trade actions by the United States, but it is
one that China has aggressively resisted and is therefore likely to escalate bilateral tensions even further. Indeed,
China has long sought to combat the perception that it has engaged in competitive devaluation of its currency, and it
has cited the United States’ own actions as the cause of the recent depreciation of the renminbi. (The People’s Bank
of China on August 5 cited “the effects of unilateralist and trade-protectionist measures and the expectations for

tariffs against China” as the cause of the decline.) Independent observers like the International Monetary Fund,
moreover, have recently found China’s currency and current account to be broadly in line with market fundamentals.
Coming just one week after the United States’ announcement of new tariffs on $300 billion in annual Chinese imports,
the recent depreciation of the renminbi and the United States’ reaction thereto signal further deterioration in the

2 See Modification of Regulations Regarding Benefit and Specificity in Countervailing Duty Proceedings, 84 FR 24406 (May 28,
2019).



bilateral relationship and an expansion of the ongoing trade dispute to involve monetary policy. Such events could
not only compound the dispute’s economic impact but also worsen the prospects for its resolution.

US Trade Representative Approves First Round of Section 301 Product Exclusion
Requests for Chinese Imports on “List 3”

On August 7, 2019, the Office of the US Trade Representative (USTR) published a notice in the Federal Register
excluding 10 products from the 25% additional tariff imposed by the United States on approximately $200 billion
worth of Chinese imports (i.e., “List 3” goods) pursuant to Section 301 of the Trade Act of 1974. The granted
exclusions will apply retroactively as of the September 24, 2018 effective date of the List 3 tariffs, and will be effective
for one year after the publication of USTR’s exclusion determination in the Federal Register. This is the first round of
exclusion requests that USTR has approved for products on List 3. We discuss USTR’s exclusion determinations
and the status of the Section 301 exclusion process below.

Background

On September 24, 2018, the United States imposed an additional tariff of 10% on approximately $200 billion worth of
annual imports from China, pursuant to Section 301 of the Trade Act of 1974. Effective May 10, 2019, USTR
increased the rate of additional duty for List 3 goods to 25%, stating that China had “retreated” from commitments it
had made previously in bilateral negotiations with the United States. On June 24, 2019, USTR published a Federal
Register notice establishing a process for interested parties to request the exclusion of particular products from the
Section 301 tariff imposed on List 3 goods. USTR stated that exclusion requests should address the following
factors:

e Whether the particular product is available only from China and specifically whether the particular product
and/or a comparable product is available from sources in the United States and/or third countries.

e Whether the imposition of additional duties on the particular product would cause severe economic harm to
the requestor or other U.S. interests.

e  Whether the particular product is strategically important or related to “Made in China 2025” or other Chinese
industrial programs.

Properly filed exclusion requests are subject to a review process by USTR and CBP consisting of, inter alia, the
following steps:

e Public comment period. Interested persons have 14 days from the date a request is posted on
Regulations.gov to respond to the request. If a response is submitted, the requester has 7 days to reply to
the response.

e |nitial substantive review. After the public comment period closes, USTR conducts an “initial substantive
review” of whether the exclusion request should be granted, based on the substantive criteria listed above
and in the Federal Register notice.

e Administrability review. If a request passes the initial substantive review, USTR consults with US Customs
and Border Protection to determine whether an exclusion would be administrable. Requests that pass the
administrability review are granted.

Exclusion Determinations of August 7, 2019

Scope of Exclusions




USTR announced its decision to exclude 10 additional products from the 25% tariff in a Federal Register notice
published on August 7, 2019. The exclusions granted by USTR are established in 10 “specially prepared product
descriptions” that cover certain products within a specified 10-digit Harmonized Tariff Schedule of the United States
(HTSUS) subheading. The full list of newly excluded products is provided below.

“List 3” Goods Granted Section 301 Tariff Exclusions on August 7

(1) Container units of plastics, each comprising a tub and lid therefore, configured or fitted for the
conveyance, packing, or dispensing of wet wipes (described in statistical reporting number
3923.10.9000)

(2) Injection molded polypropylene plastic caps or lids each weighing not over 24 grams designed for
dispensing wet wipes (described in statistical reporting number 3923.50.0000)

(3) Kayak paddles, double ended, with shafts of aluminum and blades of fiberglass reinforced nylon
(described in statistical reporting number 3926.90.3000)

(4) High tenacity polyester yarn not over 600 decitex (described in statistical reporting number
5402.20.3010)

(5) Nonwovens weighing more than 25 g/m? but not more than 70 g/m? in rolls, not impregnated
coated or covered (described in statistical reporting number 5603.92.0090)

(6) Pet cages of steel (described in statistical reporting number 7323.99.9080)

(7) Carts, not mechanically propelled, each with three or four wheels, of the kind used for household
shopping (described in statistical reporting number 8716.80.5090)

(8) Truck trailer skirt brackets, other than parts of general use of Section XV (described in statistical
reporting number 8716.90.5060)

(9) Inflatable boats, other than kayaks and canoes, with over 20 gauge polyvinyl chloride (PVC), each
valued at $500 or less and weighing not over 52 kg (described in statistical reporting number
8903.10.0060)

(10) Inflatable kayaks and canoes, with over 20 gauge polyvinyl chloride (PVC), each valued at $500
or less and weighing not over 22 kg (described in statistical reporting number 8903.10.0060)"

According to USTR, the newly granted exclusions listed above cover 15 separate product exclusion requests. USTR
has noted that the scope of each exclusion is governed by the scope of the product descriptions in the Annex to the
notice, and not by the product descriptions set out in any particular request for exclusion.

Exclusion Procedures

The product exclusions announced in the notice will apply as of the September 24, 2018, effective date of the List 3
tariff action, and will extend for one year after the publication of the notice. Importantly, USTR has confirmed that
these exclusions are available for any product that meets the description set forth in the Federal Register notice,
regardless of whether the importer filed an exclusion request. This confirmation is notable: though USTR has made



List 1 and List 2 exclusions available to all importers, regardless of whether the importer has filed an exclusion
request, USTR had not previously clarified in its notice establishing the List 3 exclusion process that the same policy
would apply with respect to List 3 goods. USTR has stated that US Customs and Border Protection will issue
instructions on entry guidance and implementation of the new exclusions.

Outlook

The new exclusions, which are the first to be granted for products on List 3, will provide important relief for some US
businesses and consumers. However, they apply only to a small portion of the imports covered by List 3 and come
after a delay of almost one year since the initial imposition of the List 3 tariffs. Exclusion requests for products on
Lists 1 and 2 have faced similar delays: more than 1,100 requests for List 1 goods remain pending approximately 14
months after the initial imposition of the List 1 tariffs (i.e., around 10.5% of the total volume submitted); and more than
1,150 requests for List 2 goods remain pending approximately 13 months after the initial imposition of the List 2 tariffs
(i.e., around 39% of the total volume submitted). Though USTR has begun issuing decisions on List 3 exclusion
requests within a relatively short timeframe after opening up the exclusion process in June, it is expected that most
List 3 exclusion requests will face lengthy review periods before receiving a decision, particularly given that USTR
expects to receive approximately 60,000 such requests (more than four times the amount it received for Lists 1 and 2
combined). USTR also has announced that intends to launch an exclusion process for List 4 goods, which are
valued at approximately $300 billion. Administering this process alongside the exclusion process for List 3 will likely
require significant agency resources.

Status of exclusions

As shown below, USTR has issued decisions on approximately 43% of the 26,720 exclusion requests it has received
for goods on Lists 1-3. These requests have had a success rate of approximately 27%. Thus, USTR has denied
more than two thirds of the exclusion requests on which it has issued decisions. At this stage, USTR has nearly
completed its review of List 1 exclusion requests, but the agency has not yet confirmed whether it will reopen the List
1 exclusion process, despite the fact that several List 1 exclusions are scheduled to expire beginning in December
2019.

Status of Section 301 Product Exclusion Requests as of August 31

. . Success . Completion Total
Product List Granted | Denied Rate Pending Rate Received
List 1 ($34 billion)
e Exclusions Granted December 21, 2018
e Exclusions Granted March 25, 2019
e Exclusions Granted May 14, 2019
e Exclusions Granted June 4, 2019
e Exclusions Granted July 9, 2019
List 2 ($16 billion)
292 1,484 16.44% 1,151 60.68% 2,927

e Exclusions Granted July 31, 2019



https://ustr.gov/sites/default/files/enforcement/301Investigations/2018-28277.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/84_FR_16310.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/84_FR_21389.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/84_FR_25895.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/Notice_of_Product_Exclusions.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/16_Billion_Exclusions_Granted.pdf

List 3 ($200 billion)

15 94 13.76% 2,847 0.84% 12,968
e Exclusions Granted August 7, 2019

Total 3,120 8,457 | 26.95% 5,131 43.33% 26,720

Given recent developments in the US-China trade dispute, securing the exclusion of products from the Section 301
measures has become increasingly important. Notably, USTR has proposed to increase the Section 301 tariff to
30% (from the current rate of 25%) for products covered by Lists 1, 2, and 3 as of October 1, 2019, due to the lack of
progress in the ongoing bilateral negotiations between the United States and China. Moreover, given the recent
escalation of the dispute, the current impasse in the negotiations, and the political obstacles posed by the upcoming
US election in 2020, it appears unlikely that the two sides will reach an agreement that results in the removal of the
Section 301 tariffs in the near term. In light of these developments, interested parties that have not yet requested
exclusions for products on List 3 may wish to do so before the deadline of September 30, 2019. In addition, parties
may wish to monitor closely any annuncements by USTR regarding the establishment of an exclusion process for List
4 goods, and the possible reopening of the exclusion processes for Lists 1 and 2.


https://ustr.gov/sites/default/files/enforcement/301Investigations/200_Billion_Exclusions_Granted.pdf

US Trade Actions
Section 301

President Trump Announces Decision to Impose 10% Tariff on Additional $300 Billion in
Annual Imports from China under Section 301

On August 1, 2019, President Trump announced that the United States will impose an additional 10% tariff on
approximately $300 billion in annual imports from China beginning on September 1 due to a lack of progress in the
ongoing trade negotiations between the two countries. The Office of the US Trade Representative (USTR) has not
yet published the final list of goods that will be subject to the additional tariff, but it is expected that the tariff will apply
to most if not all goods on the list that USTR proposed for public comments on May 17, 2019 (i.e., “List 4”). The
move represents a significant escalation of the trade dispute between the United States and China, and comes just
weeks after a bilateral meeting at the G20 at which Presidents Trump and Xi informally agreed to refrain from
escalating the dispute so that negotiations could resume.

In the weeks following the G20 meeting, the United States and China have struggled to resolve the differences that
caused their bilateral negotiation to break down in early May. The United States has insisted that the two sides
resume negotiations on the basis of text that allegedly had been agreed as of early May, before China (according to
the United States) began to “backtrack” on commitments it had made to enact specified reforms to its domestic laws
on intellectual property protection and other “structural” issues. China, on the other hand, has continued to indicate
that it is unwilling to undertake commitments as extensive as those demanded by the United States. China also has
reiterated its position that the United States must remove all of the tariffs it has applied to Chinese goods under
Section 301 immediately upon the completion of an agreement, and that China will not commit to purchase US goods
(e.g., agricultural products) in quantities that exceed China’s domestic demand. The two sides also have accused
one another of failing to fulfill minor, “good faith” commitments allegedly made during the G20 meeting, including a
commitment by China to purchase US agricultural goods and a commitment by the United States to relax US export
controls on the Chinese telecommunications company Huawei.

For the first time since the G20 meeting, the two sides held a negotiating round this week in Shanghai at the
ministerial level, but they reportedly made little progress towards resolving these issues. A statement issued by the
White House after the meeting noted that the two sides discussed “forced technology transfer, intellectual property
rights, services, non-tariff barriers, and agriculture”, but reported no progress except for an acknowledgement that
“the Chinese side confirmed their commitment to increase purchases of United States agricultural exports[.]” China’s
own statement on the meeting appeared to qualify even this outcome by stating that China had agreed to increase
purchases of US agricultural goods only “according to domestic needs[.]” President Trump’s announcement of the
forthcoming tariff increase cited the disagreement over agricultural purchases as one justification for the decision,
claiming that “recently, China agreed to buy agricultural product from the U.S. in large quantities, but did not do so.”

Outlook

The United States’ decision to apply tariffs to an additional $300 billion in Chinese imports just weeks after agreeing
to a “truce” at the G20 Summit will likely be viewed by China as a major escalation of the dispute, and could
potentially cause the negotiations to collapse. Prior to President Trump’s announcement, the two sides had agreed



to hold working-level discussions in Washington this month in preparation for another ministerial-level negotiation in
September. Though President Trump’s announcement indicates that the United States is willing to continue the
negotiations despite the forthcoming tariff increase, China has not yet indicated whether it is willing to do so, and it is
possible that the upcoming meetings will be called off. Moreover, the prospects for resolving the dispute in the near-
to medium-term appear doubtful even if the negotiations continue. Indeed, even before President Trump’s
announcement, the impasse over the substance of the agreement and the Trump administration’s stance heading
into the presidential campaign had created serious doubts as to whether the two countries could reach a negotiated
solution before the 2020 election. That prospect seems even more distant now in light of President Trump’s
announcement, which appears to have significantly increased the likelihood that each side’s existing tariffs will
remain in place for the foreseeable future.

United States to Impose 10% Tariff on Most “List 4” Chinese Imports on September 1;
Tariff Delayed to December 15 for Certain Products

On August 13, 2019, the Office of the US Trade Representative (USTR) announced that, pursuant to Section 301 of
the Trade Act of 1974, it will impose an additional 10% tariff on approximately $300 billion in annual imports from
China (“List 4” goods) in two stages: (1) the majority of the products covered by List 4 will be subject to the additional
10% tariff as of September 1, 2019; and (2) certain consumer goods more commonly imported from China relative to
other sources (e.g., cell phones, laptops, and apparel) will be subject to the additional 10% tariff as of December 15,
2019.2 USTR also determined to remove certain products from List 4 altogether based on health, safety, and
national security concerns identified during the public comment process, and the agency indicated that it will establish
an exclusion process for goods on List 4, as it has done for all other products currently subject to Section 301 duties.*

USTR has not yet published a Federal Register notice formally implementing the tariff increase, but is expected to do
SO “as soon as possible” (perhaps as early as tomorrow, August 14, 2019). The List 4 tariffs will proceed as follows:

o Products on “List 4A” — the majority of the List 4 goods — will be subject to an additional 10% tariff on
September 1, as was previously announced. List 4A is available here.

o Products on “List 4B” will be subject to the additional 10% tariff on December 15. While List 4B covers far
fewer tariff lines than List 4A, it includes certain products accounting for a significant share of US imports from
China, including smartphones and certain footwear and clothing. List 4B is available here.

According to an email from USTR to trade groups on August 13, USTR determined the two lists based on each
Chinese-origin product’s share of total US imports in 2018. List 4A products are those “where less than 75% of the
2018 U.S. imports of that product were from China,” and List 4B products are those “where 75% or more of the 2018
U.S. imports of that product were from China.”

USTR also determined to remove certain products from List 4 that had been included in the agency’s proposed tariff
list published on May 17. According to a USTR spokesperson, these excluded goods include shipping containers,
cranes, car seats, certain fish products, and religious literature. Other than stating that these products were removed
“based on health, safety, national security and other factors,” USTR provided no further explanation. USTR also
indicated it would institute a formal exclusion process for all remaining List 4 products, but did not provide a timeline
or additional information. Itis expected that the List 4 exclusion process will be similar to that for List 3, which was
announced in June and is now underway.

3 Click here for the USTR press release.

4 USTR’s Federal Register notice is available here.


https://ustr.gov/sites/default/files/enforcement/301Investigations/List_4A_%28Effective_September_1%2C_2019%29.pdf
https://ustr.gov/sites/default/files/enforcement/301Investigations/List_4B_%28Effective_December_15%2C_2019%29.pdf
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2019/august/ustr-announces-next-steps-proposed
https://ustr.gov/sites/default/files/enforcement/301Investigations/Notice_of_Modification_%28List_4A_and_List_4B%29.pdf

Outlook

The Trump administration’s delay of the List 4 tariff for certain products was not widely expected and appears
designed to mitigate the impact of the additional tariffs on US consumers. In remarks on August 13, President Trump
acknowledged as much, stating that “[w]e’re doing this for the Christmas season, just in case some of the tariffs
would have an impact on US customers.” President Trump’s acknowledgement that US consumers may see higher
prices due to tariffs on Chinese goods in the lead-up to the busiest US shopping period of the year, and in advance of
the 2020 elections, indicates that the administration, despite public statements to the contrary, may be concerned
about the US-China dispute’s economic and political impact.

The List 4 delay also provides additional time for the two sides to negotiate a possible resolution to the dispute, but
this outcome appears to be neither likely nor, at this stage, the administration’s primary aim. On August 12, China’s
chief negotiator, Vice Premier Liu He, spoke with USTR Robert Lighthizer and Treasury Secretary Mnuchin by phone.
Despite this resumption of high-level contact after the most recent meeting in Shanghai two weeks ago, there is no
indication that these developments will break the current impasse or lead to more substantive negotiations, and the
Trump administration recently has downplayed the likelihood of a negotiated solution to the US-China dispute before
the 2020 election.

Moreover, the dispute has continued to escalate following President Trump’s August 1 decision to impose the List 4
tariffs: China, for example, has ceased purchases of certain US agricultural products, and the US Treasury
Department on August 5 designated China as “currency manipulator.” It also is expected that China will impose new
retaliatory measures in response to the List 4 tariffs, further heightening bilateral tensions. At the same time, neither
side has given any indication that it is willing to compromise on the substantive issues that caused bilateral
negotiations to break down in early May. Thus, while the United States’ decision to delay a portion of the List 4 tariffs
until mid-December will mitigate somewhat their effects on US businesses and consumers, it appears unlikely to alter
the overall trajectory of the dispute, which has worsened significantly in recent weeks.

US Trade Representative Issues Federal Register Notice Implementing “List 4” Tariffs;
China Promises Countermeasures

On August 15, 2019, the Office of the US Trade Representative (USTR) published a Federal Register notice formally
implementing an additional 10% tariff on approximately $300 billion in annual imports from China (“List 4” goods)
pursuant to Section 301 of the Trade Act of 1974. As previously announced by USTR on August 13, the additional
tariff will be imposed in two stages: (1) certain products covered by List 4 will be subject to the additional 10% tariff as
of September 1, 2019 (“List 4A” goods); and (2) certain consumer goods more commonly imported from China
relative to other sources (e.qg., cell phones, laptops, and apparel) will be subject to the additional 10% tariff as of
December 15, 2019 (“List 4B” goods). USTR'’s Federal Register notice provides further clarification regarding the
implementation of, and rationale for, the additional tariff, and is summarized below.

Effective date of tariff increase

USTR’s Federal Register notice clarifies that products covered by List 4A will be subject to the additional tariff if they
are “entered for consumption, or withdrawn from warehouse for consumption, on or after 12:01 am eastern daylight
time on September 1, 2019”, regardless of the date on which such products were exported to the United

States. USTR has not excluded from the additional tariff goods that already were in transit to the United States at the
time the additional tariff was formally announced, as it did when implementing the recent tariff increase (from 10% to
25%) on “List 3” goods in May 2019. Thus, goods on List 4A that already are in transit to the United States will be
subject to the additional tariff if they are entered on or after September 1, even if they were exported before the
United States confirmed the implementation and final product coverage of the List 4 tariffs. Similarly, goods on List
4B will be subject to the additional tariff if they are “entered for consumption, or withdrawn from warehouse for



consumption, on or after 12:01 am eastern daylight time on December 15, 2019, regardless of the date on which
they were exported.

Criteria for inclusion on Lists 1 and 2

The Federal Register notice confirms previously-reported statements from USTR regarding the composition of the
two lists, namely that List 4A “includes tariff subheadings where China’s share of U.S. imports from the world is less
than 75 percent for each subheading”, whereas List 4B “includes products where China’s share of U.S. imports from
the world is 75 percent or greater for each subheading.” The notice does not elaborate on the rationale for the delay
of the List 4B tariffs or the 75% threshold, stating only that “[tJo provide a longer adjustment period for U.S. interested
persons, the additional duty of 10 percent ad valorem for [List 4B] is delayed until December 15, 2019.” However, the
Trump administration in recent days has repeatedly indicated that the delay is intended to mitigate the tariffs’ impact
on US consumers during the 2019 holiday shopping season. The products included on List 4A are estimated to have
an annual import value of approximately $112 billion, whereas the products on List 4B are estimated to have an
annual import value of approximately $160 billion.

Rationale for List 4 tariffs

The Federal Register notice seeks to justify the imposition of the List 4 tariffs as a response to “China’s...defensive
actions taken to maintain [the] unfair acts, policies, and practices” targeted by the Section 301 investigation, and
China’s recent “[retreat] from specific commitments made in previous rounds” of bilateral negotiations with the United
States. It states that:

o “The burden or restriction on United States commerce of the acts, policies, and practices that are the subject of
the Section 301 action continues to increase”, and that China’s unfair acts, policies, and practices “include not
just its technology transfer and IP polices referenced in the notice of initiation in the investigation, but also
China’s subsequent defensive actions taken to maintain those unfair acts, policies, and practices as
determined in that investigation.”

o “China has decided to impose tariffs on approximately $110 billion worth of U.S. goods, with the goal of
pressuring the United States to cease its efforts to obtain the elimination of China’s unfair policies. China has
further taken or threatened to take additional countermeasures, including non-tariff measures, against
commerce of the United States... to further protect the unreasonable acts, policies, and practices identified in
the investigation[.]” This response “has shown that the current [Section 301] action no longer is appropriate.”

o Shortly before a round of negotiations held in May 2019, China “retreated from specific commitments made in
previous rounds.” The United States and China held another round of negotiations from July 29 to July 31,
2019; however, “[a]t the conclusion of that round, China remained unwilling to return to the specific
commitments it had offered in prior rounds of negotiations.” Furthermore, USTR states that “as found by the
Department of the Treasury, China has taken concrete steps to devalue its currency.”

In light of these developments, and “in accordance with the specific direction of the President,” USTR has determined
to modify once again the action taken in the Section 301 investigation by imposing the additional tariff on List 4 goods.

Exclusion process

The Federal Register notice confirms that “USTR will establish a process by which interested persons may request
that particular products classified within an HTSUS subheading covered by [Lists 4A and 4B] be excluded from the
additional duties.” The notice states that USTR will publish a separate notice initiating the List 4 exclusion process,
but does not indicate when USTR plans to do so.



Outlook

The United States and China have not confirmed if or when substantive negotiations will resume following the
imposition of the List 4 tariffs. Prior to the United States’ announcement of the latest tariff increase, the two sides had
planned to hold further negotiations at the ministerial level in September in Washington, DC, but neither side has
confirmed whether the meeting will still occur given the recent escalation of the dispute. Moreover, China’s State
Council Tariff Commission announced today that China will take “necessary countermeasures” in response to the
imposition of the List 4 tariffs, stating that “[tlhe US move seriously violated the consensus reached between
[Presidents Trump and Xi] in Argentina and Osaka, Japan, and deviated from the right track of settling differences
through consultations[.]” Thus, while the specific countermeasures to be taken by China are not yet known, it
appears likely that the dispute will escalate further over the coming weeks, worsening prospects for a negotiated
solution in the near term.

China Announces Retaliatory Tariffs on $75 Billion in Annual Imports from the United
States in Response to Latest Section 301 Action; President Trump Immediately Announces
Increase of Section 301 Tariff Rates

On August 23, 2019, China’s State Council Tariff Commission (SCTC) announced that China will impose additional
tariffs ranging from 5% to 10% on approximately $75 billion in annual imports from the United States, in two stages:
(1) afirst tranche of products, comprised of 1,717 8-digit tariff lines, will be subject to the additional tariffs as of
September 1, 2019; and (2) a second tranche of products, comprised of 3,361 8-digit tariff lines, will be subject to the
additional tariffs as of December 15, 2019. China also announced that it will resume the imposition of retaliatory
tariffs on automotive goods from the United States, which it had suspended in December 2018 as a good faith
gesture in the negotiation between the two countries. China stated that it is taking these actions in response to the
United States’ recent decision to impose an additional 10% tariff on approximately $300 billion in annual imports from
China, effective on September 1 for certain products and on December 15, 2019 for a second group of products.

In response to these actions, President Trump announced late on Friday that:

(1) as of October 1, the United States will increase the Section 301 tariff rate for products on Lists 1-3 ($250
billion) to 30% from the current rate of 25%;

(2) products on List 4A ($112 billion) will be subject to an additional tariff of 15% as of September 1, 2019,
instead of the previously-announced rate of 10%; and

(3) products on List 4B ($160 billion) will be subject to an additional tariff of 15% as of December 15, 2019,
instead of the previously-announced rate of 10%.® We provide an overview of these actions below.

Notice No. 4/2019:” China’s imposition of retaliatory tariffs on $75 billion in annual imports from the United
States

In Notice No. 4/2019, the SCTC announced that it will impose additional tariffs on the US-origin products listed in
Annexes | and Il to the Notice, which together comprise more than 5,000 8-digit tariff headings and are valued at $75
billion annually. The additional tariffs will be imposed in two stages and at rates ranging from 5% to 10%, as shown
below:

5 The statement from China’s State Council Tariff Commission can be viewed here.
6 USTR’s announcement on the Section 301 tariff increase is available here.
7 Click here for SCTC’s Notice No. 4/2019 (in Chinese).
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o Beginning on September 1, 2019, China will impose (1) an additional 10% tariff on US-origin goods listed in
Sections 1 and 2 of Annex I; and (2) an additional 5% tariff on US-origin goods listed in Sections 3 and 4 of
Annex |.

o Beginning on December 15, 2019, China will impose (1) an additional 10% tariff on US-origin goods listed in
Sections 1 and 2 of Annex II; and (2) an additional 5% tariff on US-origin goods listed in Sections 3 and 4 of
Annex Il.

The products subject to the additional tariffs include automotive goods, agricultural products (such as pork, chicken,
beef and soybeans), chemicals, crude oil, whiskey, and seafood. Notably, many of the products subject to this action
also are subject to the retaliatory tariffs that China already has imposed on US-origin goods, at rates ranging from 5%
to 25%, in response to previous Section 301 actions by the United States.® Notice No. 4/2019 indicates that the
additional tariffs to take effect on September 1 and December 15 will be imposed in addition to any retaliatory duties
that already are in effect for the covered products.

The notice states that China is taking these actions because “the US government announced that it would impose a
10% tariff on approximately US$300 billion of goods imported from China, which will be implemented in two batches
from September 1 and December 15, 2019.” The notice further states that the US Section 301 actions “have led to
the continuous escalation of Sino-US economic and trade frictions, which have greatly harmed the interests of China,
the United States and other countries, and have also seriously threatened the multilateral trading system and the
principle of free trade.”

Annexes | and |l to Notice No. 4/2019 are attached for reference.

Notice No. 5/2019:° Re-imposition of retaliatory duties on US automotive goods, effective December 15, 2019

In Notice No. 5/2019, the SCTC announced that it will resume the imposition of retaliatory tariffs ranging from 5% to
25% on certain US-origin automotive goods, beginning on December 15, 2019. China began imposing retaliatory
tariffs on US automotive goods in July 2018 (and targeted additional automotive goods in subsequent retaliatory
actions implemented in August and September 2018), but suspended these tariffs as of December 14, 2018 in an
effort to facilitate bilateral negotiations with the United States. Pursuant to Notice No. 5/2019, China will re-impose
these retaliatory duties on 211 automotive products at the following rates, effective on December 15, 2019:

o Alist of 28 automotive goods previously subject to retaliatory tariffs under SCTC Notice No. 5/2018 (dated June
6, 2018) will be subject to an additional tariff of 25%;

8 China has imposed the following measures in response to the Section 301 actions taken by the United States from July 2018 —
May 2019:

o OnJuly 6, 2018, China began imposing an additional tariff of 25 percent on selected U.S. products. See official
announcement from China (in Chinese) here. A list of the covered products (in Chinese) is available here.

o On August 23, 2018, China began imposing an additional tariff of 25 percent on another set of selected U.S. products. See
official announcement from China (in Chinese) here. A list of the covered products (in Chinese) is available here.

o On September 24, 2018, China began imposing additional tariffs of 5 and 10 percent on another set of selected U.S. products.
See official announcement from China (in Chinese) here. Lists of covered products (in Chinese) are available here: List 1,
List 2, List 3, List 4.

o On May 13, 2019, China announced that it will impose additional tariffs on selected U.S. products already subject to 301
retaliation beginning June 1, 2019. Tariffs will remain at 5 percent, or increase to 10, 20, or 25 percent depending on the
product. See official announcement from China (in Chinese) here. Lists of covered products (in Chinese) are available here:
List 1, List 2, List 3, List 4.

9 Click here for No. 5/2019 (in Chinese).
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o Alist of 116 automotive goods previously subject to retaliatory tariffs under SCTC Notice No. 7/2018 (dated
August 8, 2018) will be subject to an additional tariff of 25%; and

o Alist of 67 automotive goods previously subject to retaliatory tariffs under SCTC Notice No. 8/2018 (dated
September 18, 2018) will be subject to an additional tariff of 5%.

Notably, certain automotive goods covered by this action also are covered by the new round of retaliatory tariffs that
will take effect on December 15, 2019. These products therefore will be subject to the previously-suspended tariffs
as well as the new tariffs set to take effect on December 15.

US reaction: 5% increase of Section 301 tariff rates

Within hours of China’s announcement of the above actions, President Trump indicated that the United States would
respond by further increasing tariffs on China-origin products pursuant to Section 301. In particular, President Trump
announced that the United States will implement the following changes to the Section 301 tariffs:

o Beginning on September 1, 2019, the United States will impose additional tariffs on List 4A goods ($112 billion)
at a rate of 15%, instead of the previously-announced rate of 10%.

o Beginning on October 1, 2019, the Section 301 tariff rate on List 1 ($34 billion); List 2 ($16 billion); and List 3
(%200 billion) will increase to 30%, from the current rate of 25%.

o Beginning on December 15, 2019, the United States will impose additional tariffs on List 4B goods ($160
billion) at a rate of 15%, instead of the previously-announced rate of 10%.

In a statement issued by USTR, the agency indicated that the United States is taking the above actions because
“China announced it will impose unjustified tariffs targeting U.S. products...and in order to achieve the objectives of
the China Section 301 investigation.” USTR further stated that, for the 25% tariffs on approximately $250 billion
worth of Chinese imports, USTR will begin the process of increasing the tariff rate to 30%, effective October 1
“following a notice and comment period.”

The Office of the US Trade Representative (USTR) has not yet issued a Federal Register notice formally
implementing the above tariff increases, but it is expected to do so in the coming days. Meanwhile, negotiations
between the two countries have effectively reached a standstill, and the United States’ immediate decision to
escalate the dispute could provoke additional countermeasures from China. In light of these developments, a
negotiated solution between the two countries appears increasingly unlikely.

US Trade Representative Requests Public Comments Regarding Proposed Section 301
Tariff Increase for Lists 1-3, Confirms Tariff Increase for List 4

The Office of the US Trade Representative (USTR) has issued two Federal Register notices this week concerning
modifications to the United States’ Section 301 tariffs on China-origin goods, as announced by President Trump on
August 23, 2019:

o In a notice scheduled for publication on September 3, USTR has requested public comments regarding an
increase of the Section 301 tariff rate on approximately $250 billion in Chinese imports (Lists 1, 2, and 3)' from
25% to 30%, effective October 1, 2019.

o In a Federal Register notice scheduled for publication on August 30, USTR has increased to 15% (from the
previously-announced rate of 10%) the Section 301 tariff that will apply to “List 4” goods, " effective on

0 USTR’s Federal Register notice seeking comments on the List 1-3 tariff increase is available here.


https://www.federalregister.gov/documents/2019/09/03/2019-18946/proposed-modification-of-action-pursuant-to-section-301-chinas-acts-policies-and-practices-related

September 1 for goods on “List 4A” and December 15 for goods on “List 4B”. However, USTR is not seeking
public comments regarding this action.

President Trump on August 23 announced his intention to implement the above tariff increases, reacting to China’s
announcement that it would raise tariffs on approximately $75 billion worth of US exports as retaliation for the United
States’ imposition of the “List 4” tariffs. We provide an overview of the two notices below.

Request for comments on 5% increase of Section 301 tariff rate on Lists 1-3

USTR’s notice states that, in accordance with the specific direction of the President, USTR is proposing to increase
the Section 301 tariff applicable to China-origin goods on List 1 ($34 billion), List 2 ($16 billion), and List 3 ($200
billion) from 25% to 30%, effective October 1, 2019. USTR states that it is proposing the tariff increase because
“[t]he burden or restriction on United States commerce of the acts, policies, and practices that are the subject of the
Section 301 action continues to increase” and because China “recently has retreated” from commitments it allegedly
made in negotiations with the United States in early 2019. According to USTR, “these circumstances indicate... that
maintaining the current 25 percent rate of additional duty on the products covered by prior tariff actions, with an
aggregate trade value of $250 billion, may no longer be appropriate.”

USTR is seeking comments from interested persons with respect to the proposed increase of the Section 301 tariff
rate on Lists 1-3. The deadline for submitting such comments is September 20, 2019. USTR has requested that
commenters “focus specifically on the proposed increase in the rate of additional duty from 25 percent to 30 percent,
with an effective date of October 1, 2019”, addressing in particular:

o Whether increasing the rate of additional duties on one or more subheadings covered by Lists 1-3 would be
practicable or effective to obtain the elimination of China's acts, policies, and practices; and

o Whether increasing the rate of additional duties on a particular product covered by Lists 1, 2, or 3 would cause
disproportionate economic harm to U.S. interests, including small- or medium-sized businesses and consumers.

USTR’s notice confirms that, should USTR determine to increase the rate of duty applicable to Lists 1, 2, and 3, such
increase will not affect the product-specific exclusions that USTR has granted under the Section 301 exclusion
process.

Increase of Section 301 tariff rate on List 4

USTR’s notice states that, in accordance with the specific direction of the President, USTR has determined to
increase the Section 301 tariff to be applied to products on List 4 ($300 billion) from 10% to 15%. USTR is taking this
action because “China’s specific response to the $300 billion action at a 10 percent rate of additional duty was not to
address U.S. concerns, but rather to impose further retaliatory tariffs on U.S. commerce.”

As previously announced by USTR, the tariffs on List 4 goods are scheduled take effect in two stages. USTR has
noted that the increase in the rate of duty from 10% to 15% does not change the effective dates of the List 4 tariffs,
which are as follows:

o The United States will impose additional tariffs on List 4A goods at a rate of 15%, instead of the previously-
announced rate of 10%, effective with respect to goods entered for consumption, or withdrawn from warehouse
for consumption, on or after 12:01 a.m. eastern daylight time on September 1, 2019.

" USTR’s Federal Register notice confirming the tariff increase on List 4 is available here.
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o The United States will impose additional tariffs on List 4B goods at a rate of 15%, instead of the previously-
announced rate of 10%, effective with respect to goods entered for consumption, or withdrawn from warehouse
for consumption, on or after 12:01 a.m. eastern daylight time on December 15, 2019.

USTR’s notice implies that the agency is not seeking public comments on the modification of the List 4 tariff rate
because its May 17, 2019 notice proposing the List 4 tariff action “invited public comments on duties of up to 25
percent on the products covered by [List 4],” and “[t]he current modification in the rate of additional duty takes into
account the public comments and testimony, as well as advice from advisory committees and the interagency Section
301 committee, concerning the action proposed in the May 17 notice.” By contrast, USTR’s initial notices proposing
the imposition of tariffs on Lists 1, 2, and 3 contemplated tariffs at a rate of 25%, but did not address the possibility of
tariffs at the 30% rate proposed in USTR’s most recent Federal Register notice. This likely explains why USTR is
seeking public comments regarding the proposed tariff increase on Lists 1-3, but is not doing so for the tariff increase
on List 4.

Petitions and Investigations Highlights

US Department of Commerce Self-Initiates Anti-Circumvention Inquiries Involving
Corrosion-Resistant Steel Products Exported from Costa Rica, Guatemala, Malaysia, South
Africa, and the United Arab Emirates

On August 14, 2019, the US Department of Commerce (“Commerce”) announced that it has self-initiated inquiries to
determine whether corrosion-resistant steel products (CORE)'? allegedly completed in Costa Rica, Guatemala,
Malaysia, South Africa, and the United Arab Emirates (UAE) using Chinese-origin substrate, or imports of CORE
allegedly completed in Malaysia using Taiwanese-origin substrate, are circumventing the anti-dumping duty (AD) and

12 According to Commerce, the subject merchandise is currently classified in the Harmonized Tariff Schedule of the United States
(HTSUS) under tariff codes: 7210.30.0030, 7210.30.0060, 7210.41.0000, 7210.49.0030, 7210.49.0091, 7210.49.0095,
7210.61.0000, 7210.69.0000, 7210.70.6030, 7210.70.6060, 7210.70.6090, 7210.90.6000, 7210.90.9000, 7212.20.0000,
7212.30.1030, 7212.30.1090, 7212.30.3000, 7212.30.5000, 7212.40.1000, 7212.40.5000, 7212.50.0000, and 7212.60.0000.

The subject products may also fall under the following HTSUS tariff codes: 7210.90.1000, 7215.90.1000, 7215.90.3000,
7215.90.5000, 7217.20.1500, 7217.30.1530, 7217.30.1560, 7217.90.1000, 7217.90.5030, 7217.90.5060, 7217.90.5090,
7225.91.0000, 7225.92.0000, 7225.99.0090, 7226.99.0110, 7226.99.0130, 7226.99.0180, 7228.60.6000, 7228.60.8000, and
7229.90.1000.



countervailing duty (CVD) orders on CORE from China or the AD order on CORE from Taiwan. Commerce’s press
release on the new inquiries states that shipments of the subject merchandise to the United States increased in value
by 29,210 percent (Costa Rica), 35,944 percent (Guatemala), 151,216 percent (Malaysia), 629 percent (South Africa),
and 5,571 percent (UAE) when comparing import data from the 45-month periods before and after the initiations of
the original AD/CVD investigations on CORE from China and Taiwan.

Commerce’s action is particularly noteworthy because, while anti-circumvention inquiries are typically launched in
response to petitions from the domestic industry, “this is the first time that Commerce has self-initiated circumvention
inquiries based on its own monitoring of trade patterns, and the first self-initiation of multi-country circumvention
inquiries,” according to the agency. We provide an update on the new inquiries below.

Self-initiation of anti-circumvention inquiries

Since 2016, the United States has imposed anti-dumping and countervailing duties on CORE from China at rates as
high as 209.97 percent and 241.07 percent, respectively, and anti-dumping duties on CORE from Taiwan at rates as
high as 10.34 percent. On August 14, Commerce issued draft Federal Register notices announcing the initiation of
anti-circumvention inquiries on these AD and CVD orders “based on available information” and pursuant to 19 CFR §
351.225(b), which provides that “[i]f the Secretary determines from available information that an inquiry is warranted
to determine whether a product is included within the scope of an antidumping or countervailing duty order or a
suspended investigation, the Secretary will initiate an inquiry[.]”

The draft notices refer to separate memoranda issued on August 12, 2019, in which Commerce claimed that
“[a]vailable trade data indicates that [the third countries listed above] are importing [hot-rolled steel (“‘HRS”)] and
[cold-rolled steel (“CRS”)] from China and are likely using it to produce CORE for export to the United States,” and
that “Malaysia is importing HRS and CRS from Taiwan and may be using it to produce CORE for export to the United
States.” The memoranda present data purporting to show that “[flollowing initiation of the CORE investigations,
imports of HRS and/or CRS into the third countries from China increased in conjunction with an increase in imports of
CORE into the United States from the third countries”, and that “Malaysian imports of HRS and CRS from Taiwan
increased in conjunction with the increase in U.S. imports of CORE from Malaysia.” The memoranda further claim
that this information “indicates that this shift in trade patterns is likely attributable to country-wide activity” in the
respective third countries rather than an individual firm or a few specific firms. Based on this information, Commerce
has determined that “the available information warrants initiating [the anti-circumvention inquiries] on a country-wide
basis.”

Investigation process

Pursuant to Section 781(b)(1) of the Tariff Act of 1930, Commerce will consider in its investigations whether:

(1) the merchandise imported in the United States is of the same class or kind as the merchandise produced in a
foreign country that is the subject of an anti-dumping or countervailing duty order or finding;

(2) before importation into the United States, such imported merchandise is completed or assembled in another
foreign country from merchandise which (i) is subject to such order or finding; or (ii) is produced in the foreign
country with respect to which such order or finding applies;

(3) the process of assembly or completion in the foreign country is minor or insignificant;

(4) the value of the merchandise produced in the foreign country to which the AD and/or CVD order applies is a
significant portion of the total value of the merchandise exported to the United States; and

13 Click here for Commerce’s press release on the anti-circumvention inquiries.


https://www.commerce.gov/news/press-releases/2019/08/us-department-commerce-self-initiates-inquiries-possible-circumvention

(5) action is appropriate to prevent evasion of an order.

Commerce has stated in its draft Federal Register notices that, “[clonsistent with the approach in the prior anti-
circumvention inquiry that was initiated on a country-wide basis,” Commerce intends to issue questionnaires to solicit
information from producers and exporters in the respective third countries concerning their shipments of CORE to the
United States and the origin of any imported HRS and CRS being processed into CORE.

If Commerce issues preliminary affirmative determinations in these inquiries, it will then instruct US Customs and
Border Protection (CBP) to suspend liquidation and require a cash deposit of estimated antidumping and
countervailing duties, at the applicable rate, for each unliquidated entry of the merchandise at issue, entered or
withdrawn from warehouse for consumption on or after the date of initiation of the inquiries. Commerce has stated
that it intends to issue its final determinations within 300 days of the date of publication of the initiation notices, in
accordance with Section 781(f) of the Tariff Act.

Outlook

The Trump administration’s decision to self-initiate anti-circumvention inquiries is part of a broader trend of
heightened use and enforcement of US trade laws, including trade remedies. Commerce stated in a recent press
release that it has initiated 179 new AD and CVD investigations under the current administration, representing “a 231
percent increase from the comparable period in the previous administration.” Commerce also has indicated that anti-
circumvention inquiries are increasing in parallel, stating that “[s]ince the beginning of the current administration,
Commerce has initiated 21 new circumvention inquiries — this is an 133 percent increase from the number of
circumvention initiations made during the comparable period in the previous administration.”

We expect that trade remedies and other unilateral trade actions will remain a central focus of the Trump
administration’s trade agenda going forward, and that the administration will continue to rely on anti-circumvention
inquiries and similar actions (e.g., investigations of duty evasion under the Enforce and Protect Act of 2015 (EAPA))
in an effort to enforce such measures.

Commerce’s memoranda and draft initiation notices are attached for reference.

US Department of Commerce Issues Affirmative Preliminary Determinations in
Antidumping Duty Investigations of Acetone from Singapore and Spain

On July 30, 2019, the US Department of Commerce announced its affirmative preliminary determinations in the
antidumping duty (AD) investigations of imports of acetone from Singapore and Spain. In its investigations, DOC
preliminarily determined that exporters from Singapore have sold acetone in the United States at dumping margins
ranging from 66.42 percent to 131.75 percent. DOC also determined that exporters from Spain have sold acetone in
the United States at dumping margins ranging from 137.39 percent to 171.81 percent. As a result of these affirmative
preliminary determinations, DOC will instruct US Customs and Border Protection to collect cash deposits from
importers of acetone from Singapore and Spain based on these preliminary rates.

The petitioner in these investigations is the Coalition for Acetone Fair Trade. The members of the Coalition for
Acetone Fair Trade are AdvanSix Inc. (Parsippany, NJ), Altivia Petrochemicals, LLC (Haverhill, OH), and Olin
Corporation (Clayton, MO). The merchandise covered by these investigations is all grades of liquid or aqueous
acetone. Acetone is also known under the International Union of Pure and Applied Chemistry (IUPAC) name propan-
2-one. In addition to the IUPAC name, acetone is also referred to as R-ketopropane (or beta-ketopropane), ketone
propane, methyl ketone, dimethyl ketone, DMK, dimethyl carbonyl, propanone, 2-propanone, dimethyl formaldehyde,
pyroacetic acid, pyroacetic ether, and pyroacetic spirit. Acetone is an isomer of the chemical formula C3H60, with a
specific molecular formula of CH3COCHS or (CH3)2CO.



The merchandise covered by these investigations is currently classifiable under Harmonized Tariff Schedule of the
United States (HTSUS) subheadings 2914.11.1000 and 2914.11.5000. Combinations or mixtures of acetone may
enter under subheadings in Chapter 38 of the HTSUS, including, but not limited to, those under heading
3814.00.1000, 3814.00.2000, 3814.00.5010, and 3814.00.5090.

DOC is scheduled to announce its final determinations in these investigations on or around October 16, 2019. If
DOC’s final determinations are affirmative, the US International Trade Commission (ITC) will be scheduled to make
its final injury determinations on or around November 29, 2019. If DOC makes affirmative final determinations of
dumping, and the ITC makes affirmative final injury determinations, DOC will issue antidumping orders. If DOC
makes negative final determinations of dumping, or the ITC makes negative final determinations of injury, the
investigations will be terminated and no orders will be issued.

In 2018, imports of acetone from Singapore and Spain were valued at an estimated $8.5 million and $17 million,
respectively.

Click here for DOC'’s fact sheet on these investigations.

US Department of Commerce Issues Affirmative Final Determination in Antidumping
Investigation of Glycine from Thailand; Negative Final Determination in Countervailing
Duty Investigation

On July 30, 2019, the US Department of Commerce (DOC) announced its affirmative final determination in the
antidumping duty (AD) investigation of imports of glycine from Thailand. In its investigation, DOC determined that
imports of glycine from Thailand were sold in the United States at dumping margins ranging from 201.59 to 227.27
percent. DOC also determined that exporters from Thailand received de minimis countervailable subsidies, and DOC
therefore issued a negative final determination in the countervailing duty investigation of glycine from Thailand.

The petitioners in these investigations are GEO Specialty Chemicals, Inc. (Lafayette, IN) and Chattem Chemicals, Inc.
(Chattanooga, TN). The merchandise covered by these investigations is glycine at any purity level or grade. This
includes glycine of all purity levels, which covers all forms of crude or technical glycine including but not limited to
sodium glycinate, glycine slurry and any other forms of amino acetic acid or glycine. Subject merchandise also
includes glycine and precursors of dried crystalline glycine that are processed in a third country, including, but not
limited to, refining or any other processing that would not otherwise remove the merchandise from the scope of the
investigations if performed in the country of manufacture of the in-scope glycine or precursors of dried crystalline
glycine. Glycine has the Chemical Abstracts Service (CAS) registry number of 56-40-6. Glycine and glycine slurry
are classified under Harmonized Tariff Schedule of the United States (HTSUS) subheading 2922.49.4300. Sodium
glycinate is classified in the HTSUS under 2922.49.8000.

The US International Trade Commission (ITC) is currently scheduled to make its final injury determination in the
antidumping investigation on or around September 12, 2019. If the ITC makes an affirmative final injury
determination, DOC will issue an antidumping duty order. If the ITC makes a negative final determination of injury,
the antidumping investigation will be terminated and no order will be issued. Because DOC has made a negative
final determination in the countervailing duty investigation, the countervailing proceeding is terminated, and the ITC
will not be making a final injury determination in that investigation.

In 2018, imports of glycine from Thailand were valued at an estimated $8.7 million.

Click here for DOC'’s fact sheet on the investigations.


https://enforcement.trade.gov/download/factsheets/factsheet-multiple-acetone-ad-prelim-073019.pdf
https://enforcement.trade.gov/download/factsheets/factsheet-thailand-glycine-ad-cvd-final-073019.pdf

US Department of Commerce Issues Affirmative Preliminary Determination in Antidumping
Duty Investigation of Carbon and Alloy Steel Threaded Rod from Thailand

On August 1, 2019, the US Department of Commerce (DOC) announced its affirmative preliminary determination in
the antidumping duty (AD) investigation of imports of carbon and alloy steel threaded rod from Thailand. In its
investigation, DOC preliminarily determined that exporters from Thailand have dumped steel threaded rod in the
United States at a margin of 20.83 percent. As a result, the determination, DOC will instruct US Customs and Border
Protection (CBP) to collect cash deposits from importers of carbon and alloy steel threaded rod from Thailand based
on this preliminary rate. In addition, because Commerce also preliminarily determined that critical circumstances
exist, it will instruct CBP to begin suspending entries 90 days before the publication of the preliminary determination
in the Federal Register.

The petitioner in this investigation is Vulcan Threaded Products Inc. (Pelham, AL). The merchandise covered by this
investigation is carbon and alloy steel threaded rod. Steel threaded rod is certain threaded rod, bar, or studs, of
carbon or alloy steel, having a solid, circular cross section of any diameter, in any straight length. Steel threaded rod
is normally drawn, cold-rolled, threaded, and straightened, or it may be hot-rolled. In addition, the steel threaded rod,
bar, or studs subject to these investigations are non-headed and threaded along greater than 25 percent of their total
actual length. A variety of finishes or coatings, such as plain oil finish as a temporary rust protectant, zinc coating
(i.e., galvanized, whether by electroplating or hot-dipping), paint, and other similar finishes and coatings, may be
applied to the merchandise. Steel threaded rod is currently classifiable under subheadings 7318.15.5051,
7318.15.5056, and 7318.15.5090 of the Harmonized Tariff Schedule of the United States (HTSUS). Subject
merchandise may also enter under subheading 7318.15.2095 and 7318.19.0000 of the HTSUS.

DOC is scheduled to announce its final determination in this investigation on or around October 15, 2019. If DOC'’s
final determination is affirmative, the US International Trade Commission (ITC) will be scheduled to make its final
injury determination on or around November 28, 2019. If DOC makes an affirmative final determination of dumping,
and the ITC makes an affirmative final injury determination, DOC will issue an antidumping duty order. If DOC makes
a negative final determination of dumping, or the ITC makes a negative final determination of injury, the investigation
will be terminated and no order will be issued.

In 2018, imports of carbon and alloy steel threaded rod from Thailand were valued at an estimated $5.8 million.

Click here for DOC'’s fact sheet on the investigation.

US Department of Commerce Issues Affirmative Preliminary Determination in
Countervailing Duty Investigation of Imports of Wooden Cabinets and Vanities from China

On August 8, 2019, the US Department of Commerce (DOC) announced its affirmative preliminary determination in
the countervailing duty (CVD) investigation of imports of wooden cabinets and vanities and components thereof from
China. Inits investigation, DOC preliminarily determined that exporters of wooden cabinets and vanities and
components thereof from China received countervailable subsidies ranging from 10.97 to 229.24 percent. Based on
these preliminary rates, DOC will instruct US Customs and Border Protection to collect cash deposits from importers
of wooden cabinets and vanities from China.

The petitioner in this investigation is the American Kitchen Cabinet Alliance. The scope of the investigation includes
wooden cabinets and vanities that are for permanent installation (including floor mounted, wall mounted, ceiling hung
or by attachment of plumbing), and wooden components thereof. Wooden cabinets and vanities and wooden
components are made substantially of wood products, including solid wood and engineered wood products (including
those made from wood particles, fibers, or other wooden materials such as plywood, strand board, block board,
particle board, or fiberboard), or bamboo. Wooden cabinets and vanities consist of a cabinet box (which typically


https://enforcement.trade.gov/download/factsheets/factsheet-thailand-carbon-alloy-steel-threaded-rods-ad-prelim-080119.pdf

includes a top, bottom, sides, back, base blockers, ends/end panels, stretcher rails, toe kicks, and/or shelves) and
may or may not include a frame, door, drawers and/or shelves.

Subject merchandise includes the following wooden component parts of cabinets and vanities: (1) wooden cabinet
and vanity frames (2) wooden cabinet and vanity boxes (which typically include a top, bottom, sides, back, base
blockers, ends/end panels, stretcher rails, toe kicks, and/or shelves), (3) wooden cabinet or vanity doors, (4) wooden
cabinet or vanity drawers and drawer components (which typically include sides, backs, bottoms, and faces), (5) back
panels and end panels, (6) and desks, shelves, and tables that are attached to or incorporated in the subject
merchandise.

Imports of the subject merchandise are classified under Harmonized Tariff Schedule of the United States (HTSUS)
statistical numbers 9403.40.9060 and 9403.60.8081. The subject component parts of wooden cabinets and vanities
may be entered into the United States under HTSUS statistical number 9403.90.7080.

DOC is currently scheduled to announce its final countervailing duty determination on or around December 17, 2019.
If DOC makes an affirmative final determination, the US International Trade Commission (ITC) will be scheduled to
make its final injury determination on or around January 30, 2020. If DOC makes an affirmative final determination in
this investigation, and the ITC makes an affirmative final injury determination, DOC will issue a countervailing duty
order. If DOC makes a negative final determination, or the ITC makes a negative final determination of injury, the
investigation will be terminated and no order will be issued.

In 2018, imports of wooden cabinets and vanities from China were valued at an estimated $4.4 billion.

Click here to view DOC'’s fact sheet on this investigation.

US Department of Commerce Issues Affirmative Final Determination in Antidumping
Investigation of Imports of Refillable Stainless Steel Kegs from Mexico

On August 13, 2019, the US Department of Commerce (DOC) announced its affirmative final determination in the
antidumping duty (AD) investigation of imports of refillable stainless steel kegs from Mexico. In its investigation, DOC
determined that exporters from Mexico have sold refillable stainless steel kegs in the United States at a dumping
margin of 18.48 percent.

The petitioner is American Keg Company, LLC (Pottstown, PA). The products covered by this investigation are kegs,
vessels, or containers with bodies that are approximately cylindrical in shape, made from stainless steel (i.e., steel
containing at least 10.5 percent chromium by weight and less than 1.2 percent carbon by weight, with or without other
elements), and that are compatible with a “D Sankey” extractor (refillable stainless steel kegs) with a nominal liquid
volume capacity of 10 liters or more, regardless of the type of finish, gauge, thickness, or grade of stainless steel, and
whether or not covered by or encased in other materials. The products covered by this investigation are currently
classified in the Harmonized Tariff Schedule of the United States (HTSUS) under subheadings 7310.10.0010,
7310.10.0050, 7310.29.0025, and 7310.29.0050.

The US International Trade Commission (ITC) is currently scheduled to make its final injury determination on or
around September 26, 2019. If the ITC reaches an affirmative final injury determination, DOC will issue an anti-
dumping duty order. If the ITC reaches a negative final determination of injury, the investigation will be terminated
and no order will be issued.

In 2018, imports of refillable stainless steel kegs from Mexico were valued at an estimated $13.4 million.

Click here to view DOC's fact sheet on the investigation.


https://enforcement.trade.gov/download/factsheets/factsheet-prc-wooden-cabinets-vanities-cvd-prelim-080619.pdf
https://enforcement.trade.gov/download/factsheets/factsheet-mexico-refillable-stainless-steel-kegs-ad-final-081319.pdf

US Department of Commerce Initiates Antidumping Duty Investigations of Imports of
Polyethylene Terephthalate Sheet from Korea, Mexico, and Oman

On August 21, 2019, the US Department of Commerce (DOC) announced the initiation of new antidumping duty (AD)
investigations to determine whether polyethylene terephthalate sheet (PET sheet) from the Republic of Korea,
Mexico, and the Sultanate of Oman are being sold in the United States at less than fair value. These investigations
were initiated based on petitions filed on July 9, 2019 by Advanced Extrusions, Inc. (Rogers, MN), Ex-Tech Plastics,
Inc., (Richmond, IL), and Multi-Plastics Extrusions, Inc. (Hazleton, PA). The dumping margins alleged in the petition
are as follows:

o Korea—44.13 to 52.01 percent
e Mexico —27.60 to 115.46 percent
e Oman - 75.02 to 114.43 percent

The merchandise covered by these investigations is raw, pretreated, or primed polyethylene terephthalate sheet,
whether extruded or coextruded, in nominal thicknesses of equal to or greater than 7 mil (0.007 inches or 177.8 um)
and not exceeding 45 mil (0.045 inches or 1143 um) (PET sheet). The scope includes all PET sheet whether made
from prime (virgin) inputs or recycled inputs, as well as any blends thereof. The scope includes all PET sheet
meeting the above specifications regardless of width, color, surface treatment, coating, lamination, or other surface
finish. The merchandise subject to these investigations is classified under statistical reporting number 3920.62.0090
of the Harmonized Tariff Schedule of the United States (HTSUS).

During DOC'’s investigations into whether PET sheet from Korea, Mexico, and Oman are being sold in the United
States at less than fair value, the US International Trade Commission (ITC) will conduct its own investigations into
whether the U.S. industry and its workforce are being harmed by such imports. The ITC will make its preliminary
determinations on or before September 13, 2019. If the ITC preliminarily determines that there is injury or threat of
injury, then DOC’s investigations will continue, with the preliminary determinations scheduled for January 6, 2020,
unless the deadline is extended.

If DOC preliminarily determines that imports of the subject merchandise are being sold in the United States at less
than fair value, it will instruct US Customs and Border Protection to start collecting cash deposits from all US
companies importing PET sheet from Korea, Mexico, and Oman.

Final determinations by DOC in these cases are scheduled for March 23, 2020, but that date may be extended. If
DOC finds that products are not being sold in the United States at less than fair value, or the ITC finds in its final
determinations there is no harm to the US industry, then the investigations will be terminated and no duties will be
applied. If DOC makes affirmative findings in these investigations, and if the ITC determines that US imports of PET
sheet from Korea, Mexico, and Oman are causing injury to the US industry, DOC will then impose duties on those
imports in the amount of the dumping found to exist.

In 2018, imports of PET sheet from Korea, Mexico, and Oman were valued at an estimated $90 million, $88.5 million,
and $208.3 million, respectively.

Click here for DOC'’s fact sheet on these investigations.


https://enforcement.trade.gov/download/factsheets/fatcsheet-multiple-pet-sheet-ad-initiation-082019.pdf

US International Trade Commission Issues Affirmative Preliminary Determinations in
Antidumping and Countervailing Duty Investigations of Utility Scale Wind Towers from
Canada, Indonesia, Korea, and Vietham

On August 22, 2019, the US International Trade Commission (USITC) determined that there is a reasonable
indication that a US industry is materially injured by reason of imports of utility scale wind towers from Canada,
Indonesia, Korea, and Vietnam that are allegedly sold in the United States at less than fair value and subsidized by
the governments of Canada, Indonesia, and Vietham. Chairman David S. Johanson and Commissioners Rhonda K.
Schmidtlein and Jason E. Kearns voted in the affirmative. Commissioners Irving A. Williamson and Meredith M.
Broadbent did not participate in these votes.

The merchandise covered by the scope of these investigations consists of certain wind towers, whether or not
tapered, and sections thereof. Certain wind towers support the nacelle and rotor blades in a wind turbine with a
minimum rated electrical power generation capacity in excess of 100 kilowatts and with a minimum height of 50
meters measured from the base of the tower to the bottom of the nacelle (i.e., where the top of the tower and nacelle
are joined) when fully assembled. Merchandise covered by these investigations is currently classified in the
Harmonized Tariff Schedule of the United States (HTSUS) under subheading 7308.20.0020 or 8502.31.0000. Wind
towers of iron or steel are classified under HTSUS 7308.20.0020 when imported separately as a tower or tower
section(s). Wind towers may be classified under HTSUS 8502.31.0000 when imported as combination goods with a
wind turbine (i.e., accompanying nacelles and/or rotor blades).

As a result of the ITC’s affirmative determinations, the US Department of Commerce will continue with its

antidumping and countervailing duty investigations concerning imports of this product from Canada, Indonesia, Korea,
and Vietnam, with its preliminary countervailing duty determinations due on or about October 2, 2019, and its
preliminary antidumping duty determinations due on or about December 16, 2019.

The ITC’s public report (Utility Scale Wind Towers from Canada, Indonesia, Korea, and Vietnam (Inv. Nos. 701-TA-
627-629 and 731-TA-1458-1461 (Preliminary), USITC Publication 4952, August 2019)) will contain the views of the
ITC and information developed during the investigations, and will be available after September 20, 2019.

US International Trade Commission Issues Affirmative Final Determinations in
Antidumping and Countervailing Duty Investigations of Steel Racks from China

On August 20, 2019, the US International Trade Commission (USITC) determined that a US industry is materially
injured by reason of imports of steel racks from China. The US Department of Commerce (DOC) determined in July
2019 that imports of this product from China were sold in the United States at dumping margins ranging from 18.06 to
144.50 percent and received countervailable subsidies ranging from 1.50 to 102.23 percent.

As a result of the ITC’s affirmative final determinations, DOC will issue antidumping and countervailing duty orders on
imports of this product from China. Chairman David S. Johanson and Commissioners Rhonda K. Schmidtlein, and
Jason E. Kearns voted in the affirmative. Commissioners Irving A. Williamson and Meredith M. Broadbent did not
participate in these votes.

The merchandise covered by these investigations is steel racks and parts thereof, assembled, to any extent, or
unassembled, including but not limited to, vertical components (e.g., uprights, posts, or columns), horizontal or
diagonal components (e.g., arms or beams), braces, frames, locking devices (e.g., end plates and beam connectors),
and accessories (including, but not limited to, rails, skid channels, skid rails, drum/coil beds, fork clearance bars,
pallet supports, row spacers, and wall ties).



Merchandise covered by these investigations is currently classified in the Harmonized Tariff Schedule of the United
States (HTSUS) under the following subheadings: 7326.90.8688, 9403.20.0080, and 9403.90.8041. Subject
merchandise may also enter under subheadings 7308.90.3000, 7308.90.6000, and 7308.90.9590.

The ITC’s public report Steel Racks from China (Inv. Nos. 701-TA-608 and 731-TA-1420 (Final), USITC Publication
4951, September 2019) will contain the views of the ITC and information developed during the investigations. The
report will be available by September 27, 2019.

According to DOC, imports of steel racks from China were valued at approximately $1.18 billion in 2017.

US International Trade Commission Issues Affirmative Final Determinations in
Antidumping and Countervailing Duty Investigations of Steel Trailer Wheels from China

On August 2, 2019, the US International Trade Commission (ITC) determined that a US industry is materially injured
by reason of imports of steel trailer wheels from China. The US Department of Commerce (DOC) determined in July
2019 that imports of this product from China were sold in the United States at dumping margins ranging from 38.27 to
44.35 percent and received countervailable subsidies ranging from 386.45 to 388.31 percent. As a result of the ITC’s
affirmative final determinations, DOC will issue antidumping and countervailing duty orders on imports of this product
from China.

Chairman David S. Johanson and Commissioners Irving A. Williamson, Meredith M. Broadbent, Rhonda K.
Schmidtlein, and Jason E. Kearns voted in the affirmative. The ITC also made negative findings concerning critical
circumstances with regard to imports of this product from China. As a result, imports of steel trailer wheels from
China will not be subject to retroactive antidumping or countervailing duties.

The merchandise covered by these investigations is certain on-the-road steel wheels, discs, and rims for tubeless
tires with a nominal wheel diameter of 12 inches to 16.5 inches, regardless of width. Certain on the-road steel
wheels with a nominal wheel diameter of 12 inches to 16.5 inches within the scope are generally for road and
highway trailers and other towable equipment, including, inter alia, utility trailers, cargo trailers, horse trailers, boat
trailers, recreational trailers, and towable mobile homes. Certain on-the-road steel wheels subject to the investigation
are classified under the following category of the Harmonized Tariff Schedule of the United States (HTSUS):
8716.90.5035.

The Commission’s public report Steel Trailer Wheels from China (Inv. Nos. 701-TA-609 and 731-TA-1421 (Final),
USITC Publication 4943, August 2019) will contain the views of the Commission and information developed during
the investigations, and will be available by September 12, 2019.

According to the ITC, imports of the subject merchandise in 2018 were valued at $73 million.
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South Africa

UAE

Public Document

E&C/OP: Team

August 12, 2019

MEMORANDUM TO: Jeffrey I. Kessler
Assistant Secretary
for Enforcement and Compliance

FROM: P. Lee Smith
Deputy Assistant Secretary
for Policy and Negotiations

SUBJECT: Certain Corrosion-Resistant Steel Products from the People’s
Republic of China: Initiation of Anti-Circumvention Inquiries on
the Antidumping Duty and Countervailing Duty Orders

I. SUMMARY

On the basis of information available to the Department of Commerce (Commerce), and pursuant
to section 781(b) of the Tariff Act of 1930, as amended (the Act), and 19 CFR 351.225(b) and
(h), we recommend initiating anti-circumvention inquiries to determine whether certain imports
of corrosion-resistant steel products (CORE), completed in Costa Rica, Guatemala, Malaysia,
South Africa, and the United Arab Emirates (UAE) (collectively, the third countries) using hot-
rolled steel (HRS) and cold-rolled steel (CRS) flat products manufactured in the People’s
Republic of China (China), are circumventing the antidumping duty (AD) and countervailing
duty (CVD) orders on CORE from China.

I1. BACKGROUND
On June 3, 2015, AK Steel Corporation, ArcelorMittal USA LLC, California Steel Industries,

Inc., Nucor Corporation, Steel Dynamics, Inc., and United States Steel Corporation, and filed
petitions seeking imposition of antidumping and countervailing duties on imports of CORE from
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China, India, Italy, the Republic of Korea, and Taiwan.> Following Commerce’s affirmative
determinations of dumping and countervailable subsidies,? and the U.S. International Trade
Commission’s (USITC) finding of material injury,> Commerce issued AD and CVD orders on
imports of CORE from China.* The AD Order established weighted-average dumping margins
of 209.97 percent,® and the CVD Order established net subsidy rates ranging from 39.05 to
241.07 percent.®

III. SCOPE OF THE ORDERS

The products covered by the Orders are certain flat-rolled steel products, either clad, plated, or
coated with corrosion-resistant metals such as zinc, aluminum, or zinc-, aluminum-, nickel- or
iron-based alloys, whether corrugated or painted, varnished, laminated, or coated with plastics or
other non-metallic substances in addition to the metallic coating. The products covered include
coils that have a width of 12.7 mm or greater, regardless of form of coil (e.g., in successively
superimposed layers, spirally oscillating, etc.). The products covered also include products not
in coils (e.g., in straight lengths) of a thickness less than 4.75 mm and a width that is 12.7 mm or
greater and that measures at least 10 times the thickness.

The products covered also include products not in coils (e.g., in straight lengths) of a thickness of
4.75 mm or more and a width exceeding 150 mm and measuring at least twice the thickness.

The products described above may be rectangular, square, circular, or other shape and include
products of either rectangular or non-rectangular cross-section where such cross-section is
achieved subsequent to the rolling process, i.e., products which have been “worked after rolling”
(e.g., products which have been beveled or rounded at the edges). For purposes of the width and
thickness requirements referenced above:

(1) Where the nominal and actual measurements vary, a product is within the scope if application
of either the nominal or actual measurement would place it within the scope based on the
definitions set forth above, and (2) where the width and thickness vary for a specific product

! See Certain Corrosion-Resistant Steel Products from Italy, India, the People’s Republic of China, the Republic of
Korea, and Taiwan: Initiation of Less-Than-Fair-Value Investigations, 80 FR 37228 (June 30, 2015); Certain
Corrosion-Resistant Steel Products from the People’s Republic of China, India, Italy, the Republic of Korea, and
Taiwan: Initiation of Countervailing Duty Investigations, 80 FR 37223 (June 30, 2015).

2 See Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Final Determination of
Sales at Less Than Fair Value, and Final Affirmative Critical Circumstances Determination, in Part, 81 FR 35316
(June 2, 2016); Countervailing Duty Investigation of Certain Corrosion-Resistant Steel Products from the People’s
Republic of China: Final Affirmative Determination, and Final Affirmative Critical Circumstances Determination,
in Part, 81 FR 35308 (June 2, 2016).

3 See Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and Taiwan; Determinations, 81
FR 47177 (July 20, 2016); see also Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and
Taiwan, Inv. Nos. 701-TA-534-537 and 731-TA-1274-1278, USITC Pub. 4620 (July 2016) (Final) (hereinafter,
USITC CORE Report).

4 See Certain Corrosion-Resistant Steel Products from India, Italy, the People's Republic of China, the Republic of
Korea and Taiwan: Amended Final Affirmative Antidumping Determination for India and Taiwan, and
Antidumping Duty Orders, 81 FR 48390 (July 25, 2016) (AD Order); Certain Corrosion-Resistant Steel Products
from India, Italy, Republic of Korea and the People's Republic of China: Countervailing Duty Order, 81 FR 48387
(July 25, 2016) (CVD Order) (collectively, Orders).

> See AD Order, 81 FR at 48393.

6 See CVD Order, 81 FR at 48388.
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(e.g., the thickness of certain products with non-rectangular cross-section, the width of certain
products with nonrectangular shape, etc.), the measurement at its greatest width or thickness
applies.

Steel products included in the scope of these Orders are products in which: (1) Iron
predominates, by weight, over each of the other contained elements; (2) the carbon content is 2
percent or less, by weight; and (3) none of the elements listed below exceeds the quantity, by
weight, respectively indicated:

» 2.50 percent of manganese, or

» 3.30 percent of silicon, or

* 1.50 percent of copper, or

* 1.50 percent of aluminum, or

* 1.25 percent of chromium, or

* 0.30 percent of cobalt, or

* 0.40 percent of lead, or

* 2.00 percent of nickel, or

* 0.30 percent of tungsten (also called wolfram), or
* 0.80 percent of molybdenum, or

* 0.10 percent of niobium (also called columbium), or
* 0.30 percent of vanadium, or

* 0.30 percent of zirconium

Unless specifically excluded, products are included in this scope regardless of levels of

boron and titanium. For example, specifically included in this scope are vacuum degassed, fully
stabilized (commonly referred to as interstitial-free (IF)) steels and high strength low alloy
(HSLA) steels.

IF steels are recognized as low carbon steels with micro-alloying levels of elements such as
titanium and/or niobium added to stabilize carbon and nitrogen elements. HSLA steels are
recognized as steels with micro-alloying levels of elements such as chromium, copper, niobium,
titanium, vanadium, and molybdenum.

Furthermore, this scope also includes Advanced High Strength Steels (AHSS) and Ultra High
Strength Steels (UHSS), both of which are considered high tensile strength and high elongation
steels.

Subject merchandise also includes corrosion-resistant steel that has been further processed in a
third country, including but not limited to annealing, tempering, painting, varnishing, trimming,
cutting, punching and/or slitting or any other processing that would not otherwise remove the
merchandise from the scope of the Orders if performed in the country of manufacture of the in-
scope corrosion resistant steel.

All products that meet the written physical description, and in which the chemistry quantities do
not exceed any one of the noted element levels listed above, are within the scope of these Orders

3
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unless specifically excluded. The following products are outside of and/or specifically excluded
from the scope of these Orders:

* Flat-rolled steel products either plated or coated with tin, lead, chromium, chromium oxides,
both tin and lead (terne plate), or both chromium and chromium oxides (tin free steel), whether
or not painted, varnished or coated with plastics or other non-metallic substances in addition to
the metallic coating;

* Clad products in straight lengths of 4.7625 mm or more in composite thickness and of a width
which exceeds 150 mm and measures at least twice the thickness; and

* Certain clad stainless flat-rolled products, which are three-layered corrosion-resistant flat-rolled
steel products less than 4.75 mm in composite thickness that consist of a flat-rolled steel product
clad on both sides with stainless steel in a 20%-60%-20% ratio.

The products subject to the orders are currently classified in the Harmonized Tariff
Schedule of the United States (HTSUS) under item numbers: 7210.30.0030, 7210.30.0060,
7210.41.0000, 7210.49.0030, 7210.49.0091, 7210.49.0095, 7210.61.0000, 7210.69.0000,
7210.70.6030, 7210.70.6060, 7210.70.6090, 7210.90.6000, 7210.90.9000, 7212.20.0000,
7212.30.1030, 7212.30.1090, 7212.30.3000, 7212.30.5000, 7212.40.1000, 7212.40.5000,
7212.50.0000, and 7212.60.0000.

The products subject to the orders may also enter under the following HTSUS item numbers:
7210.90.1000, 7215.90.1000, 7215.90.3000, 7215.90.5000, 7217.20.1500, 7217.30.1530,
7217.30.1560, 7217.90.1000, 7217.90.5030, 7217.90.5060, 7217.90.5090, 7225.91.0000,
7225.92.0000, 7225.99.0090, 7226.99.0110, 7226.99.0130, 7226.99.0180, 7228.60.6000,
7228.60.8000, and 7229.90.1000.

The HTSUS subheadings above are provided for convenience and customs purposes only. The
written description of the scope of the Orders is dispositive.

IV. PRIOR CIRCUMVENTION FINDING

On November 14, 2016, pursuant to section 781(b) of the Act and 19 CFR 351.225(h),
Commerce initiated anti-circumvention inquiries on the Orders to determine whether certain
imports of CORE completed in the Socialist Republic of Vietnam (Vietnam) using HRS and
CRS flat products manufactured in China were circumventing the Orders.” Following the
completion of the inquiries, on May 23, 2018, Commerce determined that imports of CORE
completed in Vietnam using HRS or CRS manufactured in China were circumventing the Orders
and, therefore, determined that such imports fall within the scope of the Orders.®

V. MERCHANDISE SUBJECT TO THE ANTI-CIRCUMVENTION INQUIRIES

7 See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454 (November 14,
2016).

8 See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Affirmative Final
Determination of Circumvention of the Antidumping Duty and Countervailing Duty Orders, 83 FR 23895 (May 23,
2018) (China/Vietnam CORE Final Determination) and accompanying Issues and Decision Memorandum (IDM).
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These anti-circumvention inquiries cover CORE completed in the third countries using Chinese-
origin HRS or CRS and subsequently exported from the third countries to the United States.

VI. STATUTORY FRAMEWORK

Section 781 of the Act addresses circumvention of antidumping and countervailing duty orders.
Section 781(b)(1) of the Act provides that Commerce, after taking into account any advice
provided by the USITC under section 781(e) of the Act, may include imports of merchandise
assembled or completed in a third country within the scope of an order at any time an order is in
effect if: (A) the merchandise imported in the United States is of the same class or kind as any
merchandise produced in a foreign country that is the subject of an antidumping and/or
countervailing duty order; (B) before importation into the United States, such imported
merchandise is completed or assembled in another foreign country from merchandise which (i) is
subject to such order or finding, or (ii) is produced in the foreign country with respect to which
such order or finding applies; (C) the process of assembly or completion in the foreign country is
minor or insignificant; (D) the value of the merchandise produced in the foreign country to
which the antidumping and/or countervailing duty order applies is a significant portion of the
total value of the merchandise exported to the United States; and (E) Commerce determines that
action is appropriate to prevent evasion of an order.

In determining whether the process of assembly or completion in a third country is minor or
insignificant under section 781(b)(1)(C) of the Act, section 781(b)(2) of the Act directs
Commerce to consider: (A) the level of investment in the foreign country, (B) the level of
research and development in the foreign country, (C) the nature of the production process in the
foreign country, (D) the extent of production facilities in the foreign country, and (E) whether the
value of processing performed in the foreign country represents a small proportion of the value
of the merchandise imported into the United States. However, no single factor, by itself, controls
Commerce’s determination of whether the process of assembly or completion in a third country
is minor or insignificant.® Accordingly, it is Commerce’s practice to evaluate each of these five
factors as they exist in the third country, depending on the totality of the circumstances of the
particular anti-circumvention inquiry.

Furthermore, section 781(b)(3) of the Act sets forth additional factors to consider in determining
whether to include merchandise assembled or completed in a third country within the scope of an
antidumping and/or countervailing duty order. Specifically, Commerce shall take into account
such factors as: (A) the pattern of trade, including sourcing patterns; (B) whether the
manufacturer or exporter of the merchandise is affiliated with the person who, in the third
country, uses the merchandise to complete or assemble the merchandise which is subsequently
imported into the United States; and (C) whether imports of the merchandise into the third

9 See Statement of Administrative Action accompanying the Uruguay Round Agreements Act (SAA), H.R. Doc. No.
103-316 (1994) at 893.

10 See Uncovered Innerspring Units from the People's Republic of China: Final Affirmative Determination of
Circumvention of the Antidumping Duty Order, 83 FR 65626 (December 21, 2018), and accompanying Issues and
Decision Memorandum at 4.
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country have increased after the initiation of the investigation that resulted in the issuance of
such order or finding.

VII. STATUTORY ANALYSIS

Section 781(b) of the Act directs Commerce to consider the criteria described above to determine
whether merchandise completed or assembled in a third country is circumventing an order. As
explained and referenced below, information available to Commerce indicates that CORE
exported from the third countries to the United States, which was completed in the third
countries using HRS or CRS manufactured in China, may be circumventing the Orders.

A. Merchandise of the Same Class or Kind

Available information indicates that CORE imported into the United States from the third
countries meets the physical description of the merchandise described in the scope of the Orders.
Since initiation of the CORE investigations, CORE exported from the third countries has entered
the United States under HTSUS statistical reporting numbers covered by the scope of the Orders
(6 HTSUS statistical reporting numbers from Costa Rica, 6 from Guatemala, 10 from Malaysia,
7 from South Africa, and 9 from the UAE).!! Thus, CORE exported from the third countries has
entered the United States under the same tariff classifications as merchandise subject to the
Orders.*? Additionally, the majority of U.S. purchasers surveyed in the USITC’s investigations
of CORE reported that CORE products produced in the United States, the countries subject to the
investigations (China, India, Italy, Korea, and Taiwan), and non-subject countries were
comparable in terms of industry quality standards, product consistency, and product range.® We
find that the available information indicates that CORE imported into the United States from the
third countries is of the same type of merchandise subject to the Orders and, thus, supports
initiation of these anti-circumvention inquiries.

B. Completion of Merchandise in a Foreign Country

As outlined below, information available to Commerce indicates that CORE exported to the
United States from the third countries is completed in the third countries from HRS or CRS
manufactured in China.

CORE is produced by coating or plating (i.e., galvanizing) HRS or CRS substrate with a
corrosion- or heat-resistant metal to prevent corrosion and thereby extend the service life of
products produced from the steel.'* The substrate for CORE (i.e., the intermediate product that is
galvanized to produce CORE) is usually CRS; however, HRS may be galvanized without cold-
rolling to produce some CORE products.® The two most commonly used processes for

11 See Exhibit 1.

12 See Exhibit 2.

13 See USITC CORE Report at 11-27-29 (included in Exhibit 3).
141d. at 1-3 and 1-17-18.

151d. at 1-19 fn. 28.
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producing CORE are: (1) hot-dip process; and (2) electrolytic process, and, in both cases, the
raw material is usually CRS.®

Evidence available to Commerce indicates that Costa Rica and Guatemala do not possess HRS or
CRS production capacity.’’ Therefore, any CORE manufactured in and exported from these
countries to the United States must be produced from imported HRS or CRS. Malaysia and
South Africa have HRS and CRS capacity,*® but, since the initiation of the CORE investigations,
these countries have increased their imports of HRS and/or CRS*® from China while increasing
their exports of CORE to the United States.?° The UAE has CRS production capacity and
possibly limited HRS production capacity, but the UAE has also increased imports of HRS and
CRS from China while increasing exports of CORE to the United States.?*

Evidence available to Commerce indicates that the third countries are producing CORE from
HRS and CRS manufactured in China due to the confluence of these trends following the
initiation of the CORE investigations: 1) U.S. imports of CORE from China significantly
decreased,? 2) U.S. imports of CORE from the third countries significantly increased,? and 3)
the third countries increased their imports of Chinese HRS and/or CRS.?* We find that the
available information indicates that, before importation into the United States, CORE is being
completed in the third countries from HRS and/or CRS that is produced in China and, thus,
supports initiation of these anti-circumvention inquiries.

C. Minor or Insignificant Process in the Third Countries

Under section 781(b)(2) of the Act, Commerce considers five factors to determine whether the
process of assembly or completion of merchandise in a foreign country is minor or insignificant:
(1) the level of investment in the foreign country in which the merchandise is completed or
assembled, (2) the level of research and development in the foreign country in which the
merchandise is completed or assembled, (3) the nature of the production process in the foreign
country in which the merchandise is completed or assembled, (4) the extent of production
facilities in the foreign country in which the merchandise is completed or assembled, and (5)
whether the value of the processing performed in the foreign country in which the merchandise is
completed or assembled represents a small proportion of the value of the merchandise imported
into the United States. As explained below, available information pertaining to these factors
indicates that the process for completing CORE from HRS and CRS is minor or insignificant
and, thus, supports initiation of these anti-circumvention inquiries.

161d. at 1-19-21.

17 See Exhibit 4A.

18 .

1% The monthly average of South African imports of CRS decreased slightly since initiation, however, its imports of
HRS increased, resulting in an increase of total import volume of substrate from China to South Africa. See Exhibit
5.

20 See Exhibits 5 and 2.

21 See Exhibit 4A-B.

22 See Exhibit 2.

3 d.

24 See Exhibit 5.
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1) Level of Investment in the Third Countries

The production process for CORE begins with two common methods for producing steel: (1) the
electric arc furnace method, which melts cold metallic raw material, including scrap steel, pig
iron, and direct-reduced iron; and (2) the blast furnace/basic oxygen furnace method, which uses
iron ore, coke, and smaller amounts of scrap steel.?> Once the steel is in a molten state, it is cast
into a semi-finished product called a “slab.”?® The slab is then reheated and rolled on a hot-
strip/hot-rolling mill to produce HRS, which is typically reeled into a coil for further handling
and processing.?” The HRS coil is then uncoiled and run through a “pickle line” in which it
passes through vats of acid to remove oxide scale.?® Next, the HRS may be processed into CRS
by the processes of cold-rolling (to reduce its thickness) and annealing (to harden the steel).?®
From there, the USITC CORE Report states: “There are two widely used processes for
producing corrosion-resistant steel: the hot-dip process, in which steel sheet passes through a
bath of molten zinc or aluminum, and the electrolytic process, in which steel sheet passes
through a series of electrolytic cells that electrolytically plate zinc or other metals onto the
surface of the steel.”*® The two commonly used processes (i.e., hot-dip and electrolytic) for
CORE production impart distinct physical properties suitable for different end-use applications.®
For example, the automotive industry uses the hot-dip galvanizing process for CORE intended
for unexposed parts of a vehicle, and the electrolytic process (also called “electrogalvanized”) is
used for CORE products intended to be used on exposed parts of a vehicle because of its superior
suitability for painting.®> The USITC CORE Report indicates that the CORE production
processes differ according to end-use applications and does not indicate that processes differ
based on the country in which production takes place.

As explained above, information available to Commerce indicates that the third countries are
completing CORE using HRS and CRS manufactured in China and the production activities in
the third countries involve the final stages of the production process for CORE (i.e., cold-rolling
of HRS and/or galvanizing). Accordingly, we compared the level of investment for the final
stages of the CORE production process occurring in the third countries to the level of investment
of a fully integrated steel producer in China.

According to a 2015 report on the steel industry by the Organization for Economic Cooperation
and Development (OECD), basic oxygen furnaces are the primary steel-making technology in
China.®* The OECD report gives an example in which a Chinese firm announced plans to invest
$6.8 billion on construction of a facility with two blast furnaces and three basic oxygen furnaces

25 See Exhibit 3 (USITC CORE Report), at 1-18.

% d.

21d.

21d.

21d.

% 1d. at 1-19.

$1d. at 1-22.

32d.

3 1d. at 1-21-22.

34 See Exhibit 6 at 5; see also China/Vietnam CORE Final Determination and accompanying IDM at 39.

8

Filed By: Ariela Garvett, Filed Date: 8/14/19 3:13 PM Submi ssion Status: Approved



Bar code: 3878591- 02 A-570-026 CIRC - Anti Circunvention Inquiry - from UAE

during 2015-2016.%° In the China/Vietnam CORE Final Determination, Commerce calculated
that the average expenditure for construction of integrated steel mills in China was $3.6 billion
based on recent projects listed in the OECD report ranging from $295 million to $10.12 billion.3®
In contrast, existing facilities with both cold-rolling mills and galvanizing lines in Malaysia,
South Africa, and the UAE were constructed with initial investments of approximately $140
million (2007),%” $137 million (2010), and $272 million (2015), respectively.®® We are not
aware of any publicly available information about capital investment in Costa Rican and
Guatemalan CORE production facilities, but based on the available information, the average
capital investment needed to establish a CORE facility is less than 10 percent of the average
investment needed to establish an integrated steel facility in China.®®

In addition to the investment differential, Commerce found in the China/Vietnam CORE Final
Determination that the materials, energy, labor, and capital equipment used by a Vietnamese
firm for completing CORE using Chinese-origin HRS and CRS are not substantial in comparison
to the materials, labor, energy, and capital equipment used by the substrate supplier (an
integrated producer of HRS and CRS).*°

We find that the available information indicates that the level of investment in the third countries
is minor compared to that of integrated producers in China and, thus, supports initiation of these
anti-circumvention inquiries.

(2) Level of Research and Development in the Third Countries

Available information indicates that companies in the third countries that produce and export
CORE to the United States** are re-rollers/coaters and not steel substrate producers.*? In the
China/Vietnam CORE Final Determination, Commerce found that the level of R&D was not a
significant factor in the processing of HRS or CRS for Vietnamese companies that completed

3 See Exhibit 6 at 30.

3 See Exhibit 6 at 29-32 and China/Vietnam CORE Final Determination and accompanying IDM at 39.

37 This figure includes the combined capital investment cost for two plants. One processes HRS into CORE and the
other is a galvanizing facility with administrative offices.

38 See Exhibit 7A-G.

% This estimate is based on the average cost of an integrated facility in China ($3.6 billion) compared to the highest-
cost example of cold-rolling and galvanizing facility in the third countries ($272 million or 7.6 percent of the cost of
the integrated facility). See Exhibit 6 at 29-32; China/Vietnam CORE Final Determination and accompanying IDM
at 39; and Exhibit 7A-G.

40 See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Affirmative Preliminary
Determination of Anti-Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 82 FR
58170 (December 11, 2017) (China/Vietnam CORE Preliminary Determination) and accompanying Preliminary
Decision Memorandum (PDM) at 21 (unchanged in the China/Vietnam CORE Final Determination and
accompanying IDM at 9); see also Certain Corrosion-Resistant Steel Products from Taiwan: Affirmative
Preliminary Determination of Anti-Circumvention Inquiry on the Antidumping Duty Order, 84 FR 32864 (July 10,
2019) (Taiwan/Vietnam CORE Preliminary Determination) and accompanying PDM at 16-17.

41 See Exhibit 8A-E.

42 See Exhibit 9A-B.
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CORE using HRS and CRS imported from China.** The USITC CORE Report detailed common
manufacturing processes, equipment, and technology associated with production of various types
of CORE products typical throughout the industry, without regard to the country in which
production takes place.** Therefore, we find that the available information indicates that the
level of R&D in the third countries is similar to that of Vietnam, and is likewise insignificant.
The available information regarding the level of R&D in the third countries thus supports
initiation of these anti-circumvention inquiries.

(3) Nature of Production Process in the Third Countries

In the China/Vietnam CORE Final Determination, Commerce analyzed this criterion by
comparing the cold-rolling and galvanizing operations in Vietnam to the process of producing
HRS and CRS in China.*® Commerce found that “{c}ompared to the production steps required
to produce HRS, or to the entire process of producing CORE from iron ore, the production
process and facilities used to complete the final finishing processes of cold-rolling HRS to
produce CRS and then galvanizing it to produce CORE is comparatively minor.”*® Further,
Commerce found that “the vast majority of the production activities necessary to produce CORE
occur at the molten steel, semi-finished steel, and hot-rolling stages.”*’ Additionally, Commerce
found that the materials, energy, labor, and capital equipment used in processes for completing
CORE using Chinese-origin HRS are not substantial in comparison to the materials, labor,
energy, and capital equipment used by their HRS suppliers in the production of the input.*®

The USITC CORE Report provided information regarding common production processes for
major CORE product categories that varied by end-use applications, indicating that the
production processes for CORE do not differ by country of production.*® The USITC CORE
Report also provided information regarding U.S. purchasers’ perceptions of CORE products
based on the country of production. The vast majority of U.S. purchasers reported that CORE
products produced in the United States were comparable to CORE products produced in non-
subject countries (i.e., all countries other than China, India, Italy, Korea, and Taiwan) in terms of
product range, industry standards, and product consistency.>® Thus, the available information
indicates that the production processes for CORE are similar regardless of the country in which it
is produced.

43 See China/Vietnam CORE Preliminary Determination and accompanying PDM at 19 (unchanged in the
China/Vietnam CORE Final Determination and accompanying IDM at 40); see also Taiwan/Vietham CORE
Preliminary Determination and accompanying PDM at 15.

4 See Exhibit 3 (USITC CORE Report) at 1-17-22 and 11-21-22.

4 See China/Vietnam CORE Final Determination and accompanying IDM at 40-42.

46 1d. and accompanying IDM at 41.

471d.; see also Exhibit 3 (USITC CORE Report) at I-18-21; Certain Hot-Rolled Steel Flat Products from Australia,
Brazil, Japan, Korea, the Netherlands, Turkey, and the United Kingdom, Inv. Nos. 701-TA-545-547 and 731-TA-
1291-1297, USITC Pub. 4638 (September 2016) (Final), at 1-21-24 (included in Exhibit 10).

48 See China/Vietnam CORE Preliminary Determination and accompanying PDM at 21 (unchanged in
China/Vietnam CORE Final Determination and accompanying IDM at 9); see also Taiwan/Vietham CORE
Preliminary Determination and accompanying PDM at 16-17.

49 See Exhibit 3 (USITC CORE Report) at 1-17-22.

01d. at 11-27.
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Given Commerce’s previous determination that the portion of the CORE production process
executed in Vietnam was minor,>! and evidence suggesting that the production process is similar
from country to country,>? the available information indicates that the portion of the CORE
production process taking place in the third countries is similarly minor. Thus, we find that the
available information regarding the nature of the production process occurring in the third
countries supports initiation of these anti-circumvention inquiries.

(4) Extent of Production Facilities in the Third Countries

Information available to Commerce indicates that the third countries have galvanizing facilities
capable of processing HRS and/or CRS substrate into CORE.>® CORE is typically produced by
galvanizing CRS substrate, but some CORE is produced directly from HRS.>* Malaysia, South
Africa, and the UAE have production facilities capable of producing HRS, CRS, and CORE,>®
although the information available for each of these countries indicates that none of the known
CORE producers that ship CORE to the United States, produce HRS.>® Information available
suggests that Guatemala and Costa Rica have galvanizing facilities for production of CORE but
lack HRS and CRS production facilities.>’

In the China/Vietnam CORE Final Determination, Commerce found that Vietnam did not have
integrated steel mills but had the necessary facilities to process both HRS and CRS into CORE
products.®® Commerce also found that “the extent of the production facilities in Vietnam was
limited” and “the extent of Vietnamese respondents’ facilities is minor relative to the facilities of
integrated steel producers.”® More generally, Commerce held that the “facilities used to
complete the final finishing processes of cold-rolling HRS to produce CRS and then galvanizing
it to produce CORE is comparatively minor.”®® Additionally, in the Taiwan/Vietnam CORE
Preliminary Determination, Commerce found that the extent of the Vietnamese respondents’
facilities is minor in comparison to the extent of facilities used by their Taiwanese suppliers of
HRS and further found that the amount of direct inputs needed to produce the Taiwanese
substrate is more substantial than the direct inputs used to produce CORE with Taiwanese-origin
HRS.®! Given these findings, and the evidence indicating that CORE producers in the third
countries have facilities and capabilities similar to producers that process HRS and/or CRS into
CORE, we find the available information indicates that the extent of production facilities in the
third countries is also minor. The available information regarding the extent of production
facilities in the third countries thus supports initiation of these anti-circumvention inquiries.

51 See China/Vietnam CORE Final Determination and accompanying IDM at 8 and 40-41; see also Taiwan/Vietnam
Preliminary Determination and accompanying PDM at 16-17.

52 See Exhibit 3 (USITC CORE Report) at 1-17-22 and 11-27.

%3 See Exhibit 9A-B.

54 See Exhibit 3 (USITC CORE Report) at 1-18-19.

% See Exhibits 4A-B.

% See Exhibits 8A-E and 9A-B.

d.

%8 See China/Vietnam CORE Final Determination and accompanying IDM at 41-42.

% 1d. at 9 and 41.

80 1d. at 41.

61 See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 16-17.
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(5) Value of Processing in the Third Countries Represents a Small Proportion of the
Value of the Merchandise Imported into the United States

Information from the China/Vietnam CORE Final Determination indicates that the value of
processing performed in Vietnam represented an insignificant portion of the total value of CORE
products imported into the United States.®? In the China/Vietnam CORE Final Determination,
Commerce found that Vietnamese companies did not incur significant costs in addition to the
HRS or CRS in the production of CORE.®® Additionally, in the Taiwan/Vietnam CORE
Preliminary Determination, Commerce found that the value added to the Taiwanese-origin HRS
and/or CRS by the Vietnamese companies comprises only a small proportion of the total value of
CORE exported to the United States.%* Information available to Commerce indicates that CORE
is produced using common equipment and processes, regardless of the country in which it is
produced.®®

Using data from MEPS International’s World Carbon Steel Price database, the USITC CORE
Report provided global monthly pricing information for HRS, CRS, and CORE products for the
period from January 2013 through February 2016.%% These data indicate that the price of HRS
was approximately 69 to 79 percent of the price of CORE, and the price of CRS was
approximately 84 to 90 percent of the price of CORE during this period.®” Based on these
figures, the value-added by CORE producers, such as those in the third countries, is
approximately 10 percent to 31 percent, depending on whether the underlying substrate was
already cold-rolled.

MEPS International’s World Carbon Steel Price database for global steel monthly pricing for the
period from January through December of 2018-the most recent publicly available data—indicate
that the value of HRS and CRS is approximately 78 percent and 87 percent of the total value of
CORE, respectively.®® Based on these data, the value of processing that takes place to produce
CORE from HRS and CRS represents roughly 22 percent and 13 percent of the value of CORE,
respectively.®®

Additionally, we calculated valuation of HRS and CRS substrate produced in China using
surrogate value data from Russia’® and compared it to U.S. import average unit values of CORE
from the third countries.”* This calculation resulted in an HRS-CORE value-added ranging from
23.5 t0 30.9 percent and CRS-CORE value-added ranging from 6.4 to 15.6 percent.”

52 See China/Vietnam CORE Final Determination and accompanying IDM at 9.

83 1d.

64 See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 17-18.

8 See Exhibit 3 (USITC CORE Report) at 1-17-22.

& 1d. Table VI1I-33.

71d.

68 See Exhibit 11.

9 1d.

0 Russia is identified as a country at the same level of economic development as China on the most recent surrogate
country list and is a significant producer of HRS and CRS. See Exhibits 12 and 13A-B. For purposes of initiation,
Commerce used surrogate value data from Russia to analyze sections 781(b)(1)(C) and 781(b)(2)(E) of the Act.

1 See Exhibit 14.

2.
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We find that the available information indicates that the value of processing taking place in the
third countries represents a comparably small proportion of the total value of CORE imported
into the United States and, thus, supports initiation of these anti-circumvention inquiries.

D. Value of the Merchandise Produced in China is a Significant Portion of the Total
Value of the Merchandise Exported to the United States

As noted above, recent pricing data indicate that the value of HRS and CRS represent roughly 78
percent and 87 percent of the value of CORE, respectively.” Additionally, Commerce
determined in the China/Vietnam CORE Final Determination that values of the Chinese-origin
HRS and CRS constitute a significant portion of the value of the CORE that is exported from
Vietnam to the United States.” Information available to Commerce indicates that the production
processes for CORE are similar regardless of the country in which it is produced.”™ Further,
Commerce calculated value-added by processing Chinese-origin HRS and/or CRS into CORE
using valuation of Russian imports as a surrogate value for Chinese-origin HRS and CRS
compared to the average unit values for U.S. imports of CORE from the third countries.’® This
calculation indicated that HRS accounted for 69.1 to 76.5 percent and CRS accounted for 84.4 to
93.6 percent of the value of CORE imported to the United States.”” We find that the available
information indicates that the value of the HRS and CRS produced in China constitutes a
significant portion of the total value of the CORE exported to the United States from the third
countries. The available information regarding this criterion thus supports initiation of these
anti-circumvention inquiries.

E. Additional Factors to Consider in Determining Whether Inquiry is Warranted

Section 781(b)(3) of the Act directs Commerce to consider additional factors in determining
whether to include merchandise assembled or completed in a foreign country within the scope of
the Orders, such as: “(A) the pattern of trade, including sourcing patterns, (B) whether the
manufacturer or exporter of the merchandise...is affiliated with the person who uses the
merchandise...to assemble or complete in the foreign country the merchandise that is
subsequently imported into the United States, and (C) whether imports into the foreign country
of the merchandise...have increased after the initiation of the investigation which resulted in the
issuance of such order or finding.” As explained below, the available information regarding the
additional factors under section 781(b)(3) of the Act support initiation of these anti-
circumvention inquiries.

(1) Pattern of Trade and Sourcing

78 See Exhibit 11.

74 See China/Vietnam CORE Final Determination and accompanying IDM at 10; see also Taiwan/Vietnam CORE
Preliminary Determination and accompanying PDM at 18-19.

75 See Exhibit 3 (USITC CORE Report) at 1-17-22.

76 See Exhibit 14.

7 1d.
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The first factor to consider under section 781(b)(3) of the Act is changes in the pattern of trade,
including changes in sourcing patterns. Available trade data indicates that the third countries are
importing HRS and CRS from China and are likely using it to produce CORE for export to the
United States. During the 45-month period prior to initiation of the CORE investigations, the
third countries collectively accounted for just 0.6 percent of U.S. CORE imports.”® In the 45-
months following initiation, these countries collectively accounted for 7.8 percent of U.S.
imports of CORE.” U.S. imports of CORE from China decreased substantially over the same
time period.2% Following initiation of the CORE investigations, imports of HRS and/or CRS into
the third countries from China increased in conjunction with an increase in imports of CORE
into the United States from the third countries.5!

Comparing data from the period 45 months before and after the initiation of the CORE
investigations, the average monthly volume of imports of CRS from China into Costa Rica,
Guatemala, Malaysia, and the UAE rose by 900.4 percent, 111.1 percent, 35.0 percent, and 36.0
percent, respectively.®? The average monthly volume of South African imports of CRS from
China decreased by 7.8 percent.®

Third Country Imports of CRS from China (Metric Tons Per Month)

October 2011-June July 2015-March Percent Change
2015 2019
Costa Rica 1,143 11,431 900.4%
Guatemala 1,668 3,521 111.1%
Malaysia 12,480 16,848 35.0%
South Africa 5,767 5,319 -7.8%
UAE* 11,415 15,525 36.0%

Note -- Quantity figures reported above are rounded. The percent change calculations are derived from exact

quantity figures.

* GTA does not report import data for the UAE, so Chinese exports to the UAE are reported in this table.

Source: Global Trade Atlas (GTA), available at http://www.gtis.com. The data presented in this table is based on
Harmonized System (HS) numbers that cover CRS substrate which could be used to produce CORE. We obtained
the quantity for imports of CRS using HS numbers 720915, 720916, 720917, 720918, 720925, 720926, 720927,

720928, 720990, 721070, 721123, 721129, 721190, 721240, 722550, 722599, and 722692.

During the same period (i.e., 45 months before and after the initiation of the CORE
investigations), the average monthly volume of imports of HRS from China into Malaysia, South
Africa, and the UAE increased by 96.0 percent, 4.0 percent, and 31.2 percent, respectively.’
While the data in the table above show a decline in South African imports of CRS from China,
South Africa has several cold-rolling mills and therefore has significant capacity to transform
HRS into CORE.®® Therefore, the data below, which show an increase in South African imports

8 See Exhibit 2.

d.

80 g,

81 See Exhibits 5 and 2.
82 See Exhibit 5.

83 |d.

84 1d.

85 See Exhibits 9A and 4A.
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of HRS from China, are more salient and suggest that South Africa is importing HRS from China
and may be using it to produce CORE for export to the United States.

Third Country Imports of HRS from China (Metric Tons Per Month)

October 2011-June

July 2015-March

Percent Change

2015 2019
Costa Ricat 1,155 2,886 149.9%
Guatemalat 5,090 6,390 25.5%
Malaysia 14,865 29,135 96.0%
South Africa 16,146 16,791 4.0%
UAE* 37,046 48,596 31.2%

Note --Quantity figures reported above are rounded. The percent change calculations are derived from exact

quantity figures.

* GTA does not report import data for the UAE, so Chinese exports to the UAE are reported in this table.

T Costa Rica and Guatemala do not appear to have cold-rolling facilities. While CORE can be produced directly
from hot-rolled substrate, HRS is typically cold-rolled before being galvanized. Therefore, the CRS import statistics
are more relevant for these countries.
Source: GTA, available at http://www.gtis.com. The data presented in this table is based on HS numbers that cover
HRS substrate which could be used to produce CORE. We obtained the quantity for imports of HRS using HS
numbers 720810, 720825, 720826, 720827, 720836, 720837, 720838, 720839, 720840, 720853, 720854, 720890,

721070, 721114, 721119, 722530, 722540, 722599, and 722691.

This rise in the volume of imports of CRS and HRS into the third countries from China occurred

while U.S. imports of CORE from the third countries were also rising.

U.S. Imports of CORE from the Third Countries (Metric Tons Per Month)

October 2011-June

July 2015-March

Percent Change

2015 2019
Costa Rica 2 996 43270%
Guatemala 2 963 45186%
Malaysia 1 2,883 233022%
South Africa 1,244 9,445 660%
UAE 148 7,873 5221%

Note 1.--Quantity figures reported above are rounded. The percent change calculations are derived from exact

quantity figures.

Source: Global Trade Atlas (GTA), available at http://www.gtis.com. We obtained the quantity for imports of
CORE using the Harmonized Tariff Schedule of the United States (HTSUS) numbers 7210300030, 7210300060,
7210410000, 7210490030, 7210490091, 7210490095, 7210610000, 7210690000, 7210706030, 7210706060,
7210706090, 7210906000, 7210909000, 7212200000, 7212301030, 7212301090, 7212303000, 7212305000,
7212401000, 7212405000, 7212500000, and 7212600000. These HTSUS numbers correspond to those listed in the
first paragraph of the scope of the Orders.

Further, Duferco Steel Inc., a U.S. importer of CORE from Malaysia, Costa Rica, the UAE, and
South Africa, is a subsidiary of Duferco, which is owned by Chinese steel producer Hesteel.®’
Evidence suggests Duferco Steel Inc. imported CORE from China before the Orders but ceased

86 See Exhibit 2.

87 See Exhibits 15 and 16 at 85 and 96.
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importing CORE from China after the Orders.® Information available also indicates that
Duferco Steel Inc. did not start importing CORE from Costa Rica, Malaysia, or the UAE until
after the Orders, but did import CORE from South Africa both before and after the Orders.®

Additionally, CORE from Malaysia is also imported into the United States by a U.S. affiliate of
POSCO, a Korean firm which owns several Chinese companies.®®> CORE from the UAE is
imported into the United States by Nippon Steel & Sumikan Bussan America, a U.S. affiliate of
Nippon Steel Corporation, a Japanese company with various facilities located in China.!
Evidence available suggests that CORE from Malaysia and UAE was not imported into the
United States by U.S. affiliates of POSCO or Nippon Steel Corporation prior to the Orders.%?

(2) Affiliation

The second factor to consider under section 781(b)(3) of the Act is whether the manufacturer or
exporter of the HRS or CRS in China is affiliated with the companies in the third countries that
complete the merchandise exported to the United States.

Information available to Commerce suggests that a producer of HRS and CRS in China and a
pipe and tube producer in Guatemala that might also produce CORE, are affiliated. Specifically,
evidence available indicates that Guatemalan company Tubex, S.A./Tubac, is affiliated with
Chinese HRS, CRS and CORE producer, Hesteel.* Hesteel owns a 51 percent stake in Duferco,
which owns a 51 percent stake in Tubex S.A./Tubac.®* Available information indicates that
Tubex S.A./Tubac might be shipping CORE to the United States.*®

Additionally, information available to Commerce indicates that producers of HRS and CRS in
China and producers of CORE in South Africa are affiliated. Specifically, as noted above, South
African CORE and CRS producer Duferco Steel Processing (DSP) is affiliated with Chinese
HRS, CRS and CORE producer, Hesteel.*® DSP is owned by Duferco, a shipping and trading
company, and Hesteel owns a 51 percent stake in Duferco.®” Information from Datamyne
indicates that Duferco’s shipments of CORE completed by DSP accounted for 99.5 percent of
South African shipments of CORE to the United States, by value, since the initiation of the
CORE investigations.®®

In addition, POSCO Malaysia is owned by POSCO, a Korean firm which also owns several
Chinese steel companies.®® POSCO Malaysia is a known exporter of CORE to the United

88 See Exhibit 17.

89 See Exhibit 18A-E.

9 See Exhibit 19.

91 See Exhibit 20.

92 See Exhibit 18C and 18E.

9 See Exhibits 15 and 16A at 85 and 96.
9 See Exhibit 15.

9 See Exhibit 8B.

9% See Exhibits 15, 16A at 36 and 100, and 16B.
71d.

9 See Exhibit 8D.

9 See Exhibits 19, 21, and 22.
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States.'® Further, Malaysian CORE producers Nippon E-Galv Steel and NS Bluescope
Malaysia are subsidiaries of Nippon Steel Corporation, a Japanese company with various
facilities located in China.’®* Nippon E-Galv Steel is a known exporter of CORE to the United
States. 102

(3) Increase of HRS and CRS Shipments from China to the Third Countries After
Initiation of the CORE Investigations

The third factor to consider under section 781(b)(3) of the Act is whether imports into the third
countries of HRS and CRS from China have increased since the initiation of the CORE
investigations. Evidence available to Commerce indicates that the average monthly import
volumes of HRS and/or CRS from China to the third countries have increased since the initiation
of the CORE investigations.'%3

Specifically, evidence available to Commerce indicates that the average monthly imports of HRS
and CRS from China to the third countries generally increased after the initiation of the CORE
investigations in June 2015. The magnitude of change between October 2011-June 2015 (pre-
initiation) and July 2015-March 2019 (post-initiation) in imports of CORE substrate for each of
the third countries is as follows:
e Costa Rica - average monthly imports of HRS and CRS from China have increased by
149.9 percent and 900.4 percent, respectively;
e Guatemala - average monthly imports of HRS and CRS from China have increased by
25.5 percent and 111.1 percent, respectively;
e Malaysia - average monthly imports of HRS and CRS from China have increased by 96.0
percent and 35.0 percent, respectively;
e South Africa - average monthly imports of HRS and CRS from China have increased by
4.0 percent and decreased by 7.8 percent, respectively;%
e UAE - average monthly imports of HRS and CRS from China have increased by 31.2
percent and 36.0 percent, respectively.%®

Accordingly, we find that the available data indicate that imports of CRS and/or HRS from
China to the third countries have increased since the initiation of the CORE investigations.

VIII. COUNTRY-WIDE INQUIRIES
As explained above, the available information indicates that, since the initiation of the CORE

investigations, exports of subject merchandise from China to the United States have decreased,
exports of CORE from the third countries to the United States have increased, and exports of

100 See Exhibit 8C.

101 See Exhibit 20.

102 See Exhibit 8C.

103 See Exhibit 5.

104 South African producer DSP is affiliated with a Chinese integrated steel producer that supplies the substrate for
its CORE exports to the United States. See Exhibit 16 at 37.

105 See Exhibit 5. GTA does not report import data for the UAE, so Chinese exports to the UAE are reported in this
table.
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steel substrate from China to the third countries have increased.’®® The information available to
Commerce indicates that this shift in trade patterns is likely attributable to country-wide activity
in the third countries rather than an individual firm. Accordingly, as noted above, the
merchandise subject to these anti-circumvention inquiries is CORE completed in the third
countries using HRS or CRS manufactured in China and subsequently exported from the third
countries to the United States. Commerce has taken this approach in a prior anti-circumvention
inquiry.%

Consistent with the approach in the prior anti-circumvention inquiry that was initiated on a
country-wide basis, Commerce intends to issue questionnaires to solicit information from
producers and exporters in each of the third countries concerning their shipments of CORE to the
United States and the origin of any imported HRS and CRS being processed into CORE. A
company’s failure to respond completely to Commerce’s requests for information may result in
the application of partial or total facts available, pursuant to section 776(a) of the Act, which may
include adverse inferences, pursuant to section 776(b) of the Act.

IX. RECOMMENDATION

We recommend initiation of anti-circumvention inquiries, pursuant to section 781(b) of the Act
and 19 CFR 351.225(b) and (h), to determine whether certain imports of CORE, completed in
Costa Rica, Guatemala, Malaysia, South Africa, and the UAE using HRS and CRS flat products
manufactured in China, are circumventing the Orders.

[
Agree Disagree
8/12/2019

Signed by: JEFFREY KESSLER

Jeffrey I. Kessler
Assistant Secretary
for Enforcement and Compliance

106 See Exhibits 2 and 5.

107 See, e.g., Certain Corrosion-Resistant Steel Products from the Republic of Korea and Taiwan: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 83 FR 37785 (August 2, 2018);
see also Carbon Steel Butt-Weld Pipe Fittings from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiry on the Antidumping Duty Order, 82 FR 40556, 40560 (August 25, 2017) (stating at initiation
that Commerce would evaluate the extent to which a country-wide finding applicable to all exports might be
warranted); Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454, 79458
(November 14, 2016) (stating at initiation that Commerce would evaluate the extent to which a country-wide finding
applicable to all exports might be warranted).
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Exhibit 1 U.S. Imports of CORE by HTS Number, by Country

Exhibit 2 U.S. Imports of CORE

Exhibit 3 Excerpts from Certain Corrosion-Resistant Steel Products from China, India, Italy,
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A-583-856
Anti-Circumvention Inquiry
(from Malaysia)

Public Document
E&C/OP: Team

August 12, 2019

MEMORANDUM TO: Jeffrey I. Kessler
Assistant Secretary
for Enforcement and Compliance

FROM: P. Lee Smith
Deputy Assistant Secretary
for Policy and Negotiations

SUBJECT: Certain Corrosion-Resistant Steel Products from Taiwan:
Initiation of Anti-Circumvention Inquiry on the Antidumping Duty
Order

I. SUMMARY

On the basis of information available to the Department of Commerce (Commerce), and pursuant
to section 781(b) of the Tariff Act of 1930, as amended (the Act), and 19 CFR 351.225(b) and
(h), we recommend initiating an anti-circumvention inquiry to determine whether certain imports
of corrosion-resistant steel products (CORE), completed in Malaysia using hot-rolled steel
(HRS) and cold-rolled steel (CRS) flat products manufactured in Taiwan, are circumventing the
antidumping duty (AD) order on CORE from Taiwan.

IL. BACKGROUND

On June 3, 2015, United States Steel Corporation, Nucor Corporation, ArcelorMittal USA LLC,
AK Steel Corporation, Steel Dynamics, Inc., and California Steel Industries, Inc. filed petitions
seeking imposition of antidumping and countervailing duties on imports of CORE from China,
India, Italy, the Republic of Korea, and Taiwan.! Following Commerce’s affirmative
determination of dumping in the less-than-fair-value investigation of CORE from Taiwan,? and

! See Certain Corrosion-Resistant Steel Products from Italy, India, the People’s Republic of China, the Republic of
Korea, and Taiwan: Initiation of Less-Than-Fair-Value Investigations, 80 FR 37228 (June 30, 2015); Certain
Corrosion-Resistant Steel Products from the People’s Republic of China, India, Italy, the Republic of Korea, and
Taiwan: Initiation of Countervailing Duty Investigations, 80 FR 37223 (June 30, 2015).

2 See Certain Corrosion-Resistant Steel Products from Taiwan: Final Determination of Sales at Less Than Fair
Value and Final Affirmative Determination of Critical Circumstances, in Part, 81 FR 35313 (June 2, 2016).
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the U.S. International Trade Commission’s (ITC) finding of material injury,® Commerce issued
an AD Order on imports of CORE from Taiwan.* The Order established an all-others rate of
10.34 percent.®

III. SCOPE OF THE ORDER

The products covered by the Order are certain flat-rolled steel products, either clad, plated, or
coated with corrosion-resistant metals such as zinc, aluminum, or zinc-, aluminum-, nickel- or
iron-based alloys, whether or not corrugated or painted, varnished, laminated, or coated with
plastics or other non-metallic substances in addition to the metallic coating. The products
covered include coils that have a width of 12.7 mm or greater, regardless of form of coil (e.g., in
successively superimposed layers, spirally oscillating, etc.). The products covered also include
products not in coils (e.g., in straight lengths) of a thickness less than 4.75 mm and a width that
IS 12.7 mm or greater and that measures at least 10 times the thickness.

The products covered also include products not in coils (e.g., in straight lengths) of a thickness of
4.75 mm or more and a width exceeding 150 mm and measuring at least twice the thickness.

The products described above may be rectangular, square, circular, or other shape and include
products of either rectangular or non-rectangular cross-section where such cross-section is
achieved subsequent to the rolling process, i.e., products which have been “worked after rolling”
(e.g., products which have been beveled or rounded at the edges). For purposes of the width and
thickness requirements referenced above:

(1) Where the nominal and actual measurements vary, a product is within the scope if application
of either the nominal or actual measurement would place it within the scope based on the
definitions set forth above, and (2) where the width and thickness vary for a specific product
(e.g., the thickness of certain products with non-rectangular cross-section, the width of certain
products with nonrectangular shape, etc.), the measurement at its greatest width or thickness
applies.

Steel products included in the scope of the Order are products in which: (1) Iron predominates,
by weight, over each of the other contained elements; (2) the carbon content is 2 percent or less,
by weight; and (3) none of the elements listed below exceeds the quantity, by weight,
respectively indicated:

* 2.50 percent of manganese, or
» 3.30 percent of silicon, or

* 1.50 percent of copper, or

* 1.50 percent of aluminum, or

3 See Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and Taiwan; Determinations, 81
FR 47177 (July 20, 2016); see also Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and
Taiwan, Inv. Nos. 701-TA-534-537 and 731-TA-1274-1278, USITC Pub. 4620 (July 2016) (Final) (hereinafter,
USITC CORE Report).

4 See Certain Corrosion-Resistant Steel Products from India, Italy, the People's Republic of China, the Republic of
Korea and Taiwan: Amended Final Affirmative Antidumping Determination for India and Taiwan, and
Antidumping Duty Orders, 81 FR 48390 (July 25, 2016) (Order).

S1d., 81 FR at 48393.
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* 1.25 percent of chromium, or

* 0.30 percent of cobalt, or

* 0.40 percent of lead, or

* 2.00 percent of nickel, or

* 0.30 percent of tungsten (also called wolfram), or

* 0.80 percent of molybdenum, or

* 0.10 percent of niobium (also called columbium), or
* 0.30 percent of vanadium, or

* 0.30 percent of zirconium

Unless specifically excluded, products are included in this scope regardless of levels of

boron and titanium. For example, specifically included in this scope are vacuum degassed, fully
stabilized (commonly referred to as interstitial-free (IF)) steels and high strength low alloy
(HSLA) steels.

IF steels are recognized as low carbon steels with micro-alloying levels of elements such as
titanium and/or niobium added to stabilize carbon and nitrogen elements. HSLA steels are
recognized as steels with micro-alloying levels of elements such as chromium, copper, niobium,
titanium, vanadium, and molybdenum.

Furthermore, this scope also includes Advanced High Strength Steels (AHSS) and Ultra High
Strength Steels (UHSS), both of which are considered high tensile strength and high elongation
steels.

Subject merchandise also includes corrosion-resistant steel that has been further processed in a
third country, including but not limited to annealing, tempering, painting, varnishing, trimming,
cutting, punching and/or slitting or any other processing that would not otherwise remove the
merchandise from the scope of the orders if performed in the country of manufacture of the in-
scope corrosion resistant steel.

All products that meet the written physical description, and in which the chemistry quantities do
not exceed any one of the noted element levels listed above, are within the scope of the Order
unless specifically excluded. The following products are outside of and/or specifically excluded
from the scope of the Order:

* Flat-rolled steel products either plated or coated with tin, lead, chromium, chromium oxides,
both tin and lead (terne plate), or both chromium and chromium oxides (tin free steel), whether
or not painted, varnished or coated with plastics or other non-metallic substances in addition to
the metallic coating;

» Clad products in straight lengths of 4.7625 mm or more in composite thickness and of a width
which exceeds 150 mm and measures at least twice the thickness; and

* Certain clad stainless flat-rolled products, which are three-layered corrosion-resistant flat-rolled
steel products less than 4.75 mm in composite thickness that consist of a flat-rolled steel product
clad on both sides with stainless steel in a 20%-60%-20% ratio.

The products subject to the Order are currently classified in the Harmonized Tariff

3
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Schedule of the United States (HTSUS) under item numbers: 7210.30.0030, 7210.30.0060,
7210.41.0000, 7210.49.0030, 7210.49.0091, 7210.49.0095, 7210.61.0000, 7210.69.0000,
7210.70.6030, 7210.70.6060, 7210.70.6090, 7210.90.6000, 7210.90.9000, 7212.20.0000,
7212.30.1030, 7212.30.1090, 7212.30.3000, 7212.30.5000, 7212.40.1000, 7212.40.5000,
7212.50.0000, and 7212.60.0000.

The products subject to the Order may also enter under the following HTSUS item numbers:
7210.90.1000, 7215.90.1000, 7215.90.3000, 7215.90.5000, 7217.20.1500, 7217.30.1530,
7217.30.1560, 7217.90.1000, 7217.90.5030, 7217.90.5060, 7217.90.5090, 7225.91.0000,
7225.92.0000, 7225.99.0090, 7226.99.0110, 7226.99.0130, 7226.99.0180, 7228.60.6000,
7228.60.8000, and 7229.90.1000.

The HTSUS subheadings above are provided for convenience and customs purposes only. The
written description of the scope of the Order is dispositive.

IV. PRIOR CIRCUMVENTION FINDING

On August 2, 2018, pursuant to section 781(b) of the Act and 19 CFR 351.225(h), Commerce
initiated an anti-circumvention inquiry on the Order to determine whether imports of certain
CORE, which are completed in the Socialist Republic of Vietnam (Vietnam) using HRS and
CRS flat products manufactured in Taiwan, are circumventing the Order.® On July 10, 2019,
Commerce published its affirmative preliminary determination that imports of CORE from
Vietnam are circumventing the Order.’

V. MERCHANDISE SUBJECT TO THE ANTI-CIRCUMVENTION INQUIRY

This anti-circumvention inquiry covers CORE completed in Malaysia using HRS or CRS
manufactured in Taiwan and subsequently exported from Malaysia to the United States.

VI. STATUTORY FRAMEWORK

Section 781 of the Act addresses circumvention of antidumping and countervailing duty orders.
Section 781(b)(1) of the Act provides that Commerce, after taking into account any advice
provided by the ITC under section 781(e) of the Act, may include imports of merchandise
assembled or completed in a third country within the scope of an order at any time an order is in
effect if: (A) the merchandise imported in the United States is of the same class or kind as any
merchandise produced in a foreign country that is the subject of an antidumping and/or
countervailing duty order; (B) before importation into the United States, such imported
merchandise is completed or assembled in another foreign country from merchandise which (i) is
subject to such order or finding, or (ii) is produced in the foreign country with respect to which

6 See Certain Corrosion-Resistant Steel Products from the Republic of Korea and Taiwan: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 83 FR 37785 (August 2, 2018)
(Taiwan/Vietnam CORE Initiation).

" See Certain Corrosion-Resistant Steel Products from Taiwan: Affirmative Preliminary Determination of Anti-
Circumvention Inquiry on the Antidumping Duty Order, 84 FR 32864 (July 10, 2019) (Taiwan/Vietham CORE
Preliminary Determination) and accompanying Preliminary Decision Memorandum (PDM).
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such order or finding applies; (C) the process of assembly or completion in the foreign country is
minor or insignificant; (D) the value of the merchandise produced in the foreign country to
which the antidumping and/or countervailing duty order applies is a significant portion of the
total value of the merchandise exported to the United States; and (E) Commerce determines that
action is appropriate to prevent evasion of an order.

In determining whether the process of assembly or completion in a third country is minor or
insignificant under section 781(b)(1)(C) of the Act, section 781(b)(2) of the Act directs
Commerce to consider: (A) the level of investment in the foreign country, (B) the level of
research and development in the foreign country, (C) the nature of the production process in the
foreign country, (D) the extent of production facilities in the foreign country, and (E) whether the
value of processing performed in the foreign country represents a small proportion of the value
of the merchandise imported into the United States. However, no single factor, by itself, controls
Commerce’s determination of whether the process of assembly or completion in a third country
is minor or insignificant.2 Accordingly, it is Commerce’s practice to evaluate each of these five
factors as they exist in the third country, depending on the totality of the circumstances of the
particular anti-circumvention inquiry.®

Furthermore, section 781(b)(3) of the Act sets forth additional factors to consider in determining
whether to include merchandise assembled or completed in a third country within the scope of an
antidumping and/or countervailing duty order. Specifically, Commerce shall take into account
such factors as: (A) the pattern of trade, including sourcing patterns; (B) whether the
manufacturer or exporter of the merchandise is affiliated with the person who, in the third
country, uses the merchandise to complete or assemble the merchandise which is subsequently
imported into the United States; and (C) whether imports of the merchandise into the third
country have increased after the initiation of the investigation that resulted in the issuance of
such order or finding.

VII. STATUTORY ANALYSIS

Section 781(b) of the Act directs Commerce to consider the criteria described above to determine
whether merchandise completed or assembled in a third country is circumventing an order. As
explained and referenced below, information available to Commerce indicates that initiation of
an anticircumvention inquiry on the AD Order on CORE from Taiwan is warranted.

A. Merchandise of the Same Class or Kind

Available information indicates that CORE imported into the United States from Malaysia meets
the physical description of the merchandise described in the scope of the Order. Since initiation
of the CORE investigation, CORE exported from Malaysia has entered the United States under
11 HTSUS statistical reporting numbers covered by the scope of the Order.X® Thus, CORE

8 See Statement of Administrative Action accompanying the Uruguay Round Agreements Act (SAA), H.R. Doc.
103-316 (1994) at 893.

% See Uncovered Innerspring Units from the People's Republic of China: Final Affirmative Determination of
Circumvention of the Antidumping Duty Order, 83 FR 65626 (December 21, 2018).

10 See Exhibit 1.
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exported from Malaysia has entered the United States under the same tariff classifications as
merchandise subject to the Order. Additionally, the majority of U.S. purchasers surveyed in the
ITC’s investigations of CORE reported that CORE products produced in the United States, the
countries subject to the investigations (China, India, Italy, Korea, and Taiwan), and non-subject
countries were comparable in terms of quality, industry standards, product consistency, and
product range.!! We find that the available information indicates that CORE imported into the
United States from Malaysia is of the same type of merchandise subject to the Order and, thus,
supports initiation of an anti-circumvention inquiry.

B. Completion of Merchandise in a Foreign Country

As outlined below, information available to Commerce indicates that CORE exported to the
United States from Malaysia is completed in Malaysia from HRS or CRS manufactured in
Taiwan.

CORE is produced by coating or plating (i.e., galvanizing) HRS and CRS substrate with a
corrosion- or heat-resistant metal to prevent corrosion and thereby extend the service life of
products produced from the steel.!? The substrate for CORE (i.e., the intermediate product that is
galvanized to produce CORE) is usually CRS; however, HRS may be galvanized without cold-
rolling to produce some CORE products.® The two most commonly used processes for
producing CORE are: (1) hot-dip process; and (2) electrolytic process, and, in both cases, the
raw material is usually CRS.1

Evidence available to Commerce indicates that while there are producers in Malaysia with HRS
and CRS capacity, no known Malaysian CORE producers have HRS or CRS capability.’® Since
the initiation of the CORE investigation, Malaysian imports of HRS from Taiwan increased 44.3
percent while Malaysian imports of CRS from Taiwan increased 5.8 percent.!® During this same
time period, U.S. imports of CORE from Taiwan decreased 1.8 percent while U.S. imports of
CORE from Malaysia have increased 233,022.3 percent (during the 45-month period prior to
initiation of the CORE investigations, U.S. average monthly imports of CORE from Malaysia
were roughly 1.2 metric tons, but in the 45-months following initiation, U.S. average monthly
imports of CORE from Malaysia increased to 2,883.4 metric tons).X” This evidence suggests that
Malaysia is producing CORE from HRS and/or CRS manufactured in Taiwan due to the
confluence of these trends following the initiation of the CORE investigations: (1) U.S. imports
of CORE from Taiwan decreased,® (2) U.S. imports of CORE from Malaysia significantly
increased,'® and (3) Malaysia substantially increased its imports of Taiwanese HRS and CRS.?

11 See USITC CORE Report at 11-27-29 (included in Exhibit 2).
1219, at 1-3 and 1-17-18.

131d. at 1-19 n.28.

141d. at 1-19-21.

15 See Exhibit 3 and Exhibit 4.

16 See Exhibit 5.

17 See Exhibit 6.

18 1d.

19d.

20 See Exhibit 5.
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Additionally, as further discussed in the affiliation criterion, evidence available to Commerce
indicates that Taiwanese HRS, CRS and CORE producer, China Steel Corporation (CSC
Taiwan), is a parent company of Malaysian CORE producer, CSC Steel Sdn Bhd. (CSC
Malaysia) through a holding company, CSC Steel Holdings Berhad.?! CSC Malaysia is wholly
owned by CSC Taiwan.?? Further, the annual report for CSC Steel Holdings Berhad states that
CSC Malaysia receives HRS from its parent company, CSC Taiwan.?

We find that the available information indicates that, before importation into the United States,
CORE is being completed in Malaysia from HRS and/or CRS that is produced in Taiwan and,
thus, supports initiation of an anti-circumvention inquiry.

C. Minor or Insignificant Process in Malaysia

Under section 781(b)(2) of the Act, Commerce will consider five factors to determine whether
the process of assembly or completion of merchandise in a foreign country is minor or
insignificant: (1) the level of investment in the foreign country in which the merchandise is
completed or assembled, (2) the level of research and development in the foreign country in
which the merchandise is completed or assembled, (3) the nature of the production process in the
foreign country in which the merchandise is completed or assembled, (4) the extent of
production facilities in the foreign country in which the merchandise is completed or assembled,
and (5) whether the value of the processing performed in the foreign country in which the
merchandise is completed or assembled represents a small proportion of the value of the
merchandise imported into the United States. As outlined below, information available to
Commerce indicates that the process for producing CORE from HRS and CRS is minor or
insignificant and, thus, supports initiation of an anti-circumvention inquiry.

1) Level of Investment in Malaysia

The production process for CORE begins with two common methods for producing steel: (1) the
electric arc furnace method, which melts cold metallic raw material, including scrap steel, pig
iron, and direct-reduced iron, and (2) the blast furnace/basic oxygen furnace method, which uses
iron ore, coke, and smaller amounts of scrap steel.?* Once the steel is in a molten state, it is cast
into a semi-finished product called a “slab.”? The slab is then reheated and rolled on a hot-
strip/hot-rolling mill to produce HRS, which is typically reeled into a coil for further handling
and processing.?® The HRS coil is then uncoiled and run through a “pickle line” in which it
passes through vats of acid to remove oxide scale.?” Next, the HRS may be processed into CRS
by the processes of cold-rolling (to reduce its thickness) and annealing (to harden the steel).?®

21 See Exhibit 7 and Exhibit 8.

21d.

23 See Exhibit 9 at 11.

24 See Exhibit 2 (USITC CORE Report) at 1-18.
% d.

2 d,

27d.,

28 d,
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From there, the USITC CORE Report states: “There are two widely used processes for
producing corrosion-resistant steel: the hot-dip process, in which steel sheet passes through a
bath of molten zinc or aluminum, and the electrolytic process, in which steel sheet passes
through a series of electrolytic cells that electrolytically plate zinc or other metals onto the
surface of the steel.” ?° The two commonly used processes (i.e., hot-dip and electrolytic) for
CORE production impart distinct physical properties suitable for different end-use applications.*
For example, the automotive industry uses the hot-dip galvanizing process for CORE intended
for unexposed parts of a vehicle, and the electrolytic process (also called “electrogalvanized”) is
used for CORE products intended to be used on exposed parts of a vehicle because of its superior
suitability for painting.3! The USITC CORE Report indicates that the CORE production
processes differ according to end-use applications and does not indicate that processes differ
based on the country in which production takes place.32

As explained above, information available to Commerce indicates that Malaysia is producing
CORE using HRS and CRS manufactured in Taiwan and the production activities in Malaysia
involve the final stages of the production process for CORE (i.e., cold-rolling of HRS and/or
galvanizing). Accordingly, we compared the level of investment for the final stages of the
CORE production process occurring in Malaysia to the level of investment of a fully integrated
steel producer in Taiwan.

In the Taiwan/Vietnam CORE Preliminary Determination, Commerce found evidence of
expenditures on integrated steel mills in Taiwan ranging from $5.9 billion in 2014 ($14.54
billion before restatement due to change to International Financial Reporting Standards) to
$15.72 billion (2018).3 In contrast, existing facilities of a Malaysian steel company with both
cold-rolling mills and galvanizing lines in Malaysia were constructed with initial investments of
approximately $140 million (2007).2* Based on this information, the average capital investment
needed to establish a CORE facility in Malaysia is less than 10 percent of the average investment
needed to establish an integrated steel facility in Taiwan.

In addition to the investment differential, Commerce found in the China/Vietnam CORE Final
Determination that the materials, energy, labor, and capital equipment used by firms for
producing CORE using imported HRS and CRS is not substantial in comparison to the materials,
labor, energy, and capital equipment used by the substrate supplier (an integrated producer of
HRS and CRS).®

21d. at 1-19.

0d. at 1-22.

3 d.

%21d. at 1-21-22.

33 See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 14-15; Exhibit 10 at 2
(reporting 2014 Property, Plant, and Equipment (PPE) as 459,313,969,000 Taiwan dollars); Exhibit 11 at 65
(reporting a restated 2014 PPE of 185,285,861,000 Taiwan dollars and 2018 current asset total of 481,082,177,000
Taiwan dollars); and Exhibit 12. The restatement resulted largely from a movement to International Financial
Recording Standards.

34 This figure includes the combined capital investment cost for two plants. One processes HRS into CORE and the
other is a galvanizing facility with administrative offices. See Exhibit 13A-C.

3 See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Affirmative Final
Determination of Circumvention of the Antidumping Duty and Countervailing Duty Orders, 83 FR 23895 (May 23,
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We find that the available information indicates that the level of investment in Malaysia is minor
compared to that of integrated producers in Taiwan and, thus, supports initiation of an anti-
circumvention inquiry.®

(2) Level of Research and Development in Malaysia

Available information indicates that companies in Malaysia that export CORE to the United
States®’ are re-rollers/coaters and not HRS producers.®® In the China/Vietnam CORE
Preliminary Determination, Commerce found that the level of research and development (R&D)
involved in the production of steel substrate is likely greater than the level of R&D involved in
producing CORE from the substrate and further found that the level of R&D was not a
significant factor in the processing of HRS or CRS for Vietnamese companies that produced
CORE using HRS and HRS manufactured in China.*®* The USITC CORE Report detailed
common manufacturing processes, equipment, and technology associated with production of
various types of CORE products typical throughout the industry, without regard to the country in
which production takes place.*> Therefore, we find that the available information indicates that
the level of R&D in Malaysia is similar to that of Vietnam, and is likewise insignificant. The
available information regarding the level of R&D in Malaysia thus supports initiation of an anti-
circumvention inquiry.

(3) Nature of Production Process in Malaysia

In the China/Vietham CORE Final Determination, Commerce analyzed this criterion by
comparing the cold-rolling and galvanizing operations in Vietnam to the process of producing
HRS and CRS in China.** Commerce found that “{c}ompared to the production steps required
to produce HRS, or to the entire process of producing CORE from iron ore, the production
process and facilities used to complete the final finishing processes of cold-rolling HRS to
produce CRS and then galvanizing it to produce CORE is comparatively minor.”*? Further,
Commerce found that “the vast majority of the production activities necessary to produce CORE
occur at the molten steel, semi-finished steel, and hot-rolling stages.”*® Additionally, Commerce

2018) (China/Vietnam CORE Final Determination) and accompanying Issues and Decision Memorandum (IDM) at
8-9; see also Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 16-17.

3 1d.

37 See Exhibit 14.

38 See Exhibit 4.

39 See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Affirmative Preliminary
Determination of Anti-Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 82 FR
58170 (December 11, 2017) (China/Vietnam CORE Preliminary Determination) and accompanying PDM at 19
(unchanged in the China/Vietham CORE Final Determination and accompanying IDM at 40); see also
Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 15-16.

40 See Exhibit 2 (USITC CORE Report) at 1-17-22, 11-21-22.

41 See China/Vietnam CORE Final Determination and accompanying IDM at 40-42.

42 See China/Vietnam CORE Final Determination and accompanying IDM at 41.

431d.; see also Exhibit 2 (USITC CORE Report) at I-18-21; Certain Hot-Rolled Steel Flat Products from Australia,
Brazil, Japan, Korea, the Netherlands, Turkey, and the United Kingdom, Inv. Nos. 701-TA-545-547 and 731-TA-
1291-1297, USITC Pub. 4638 (September 2016) (Final) at 1-21-24.
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found that the materials, energy, labor, and capital equipment used in processes for completing
CORE using Chinese-origin HRS are not substantial in comparison to the materials, labor,
energy, and capital equipment used by their HRS suppliers in the production of the input.**

The USITC CORE Report provided information regarding common production processes for
major CORE product categories that varied by end-use applications, indicating that the
production processes for CORE do not differ by country of production.*® The USITC CORE
Report also provided information regarding U.S. purchasers’ perceptions of CORE products
based on the country of production. The vast majority of U.S. purchasers reported that CORE
products produced in the United States were comparable to CORE products produced in non-
subject countries (i.e., all countries other than China, India, Italy, Korea, and Taiwan) in terms of
product range, industry standards, and product consistency.*® Thus, available information
indicates that the production processes for CORE are similar regardless of the country in which it
is produced.

Given Commerce’s previous determination that the portion of the CORE production process
executed in Vietnam was minor,*” and evidence suggesting that the production process is similar
from country to country,* the available information indicates that the portion of the CORE
production process taking place in Malaysia is similarly minor. Thus, we find that the available
information regarding the nature of the production process occurring in Malaysia supports
initiation of an anti-circumvention inquiry.

(4) Extent of Production Facilities in Malaysia

Information available to Commerce indicates that Malaysia has galvanizing facilities capable of
processing HRS and CRS substrate into CORE.** CORE is typically produced by galvanizing
CRS substrate, but some CORE is produced directly from HRS.>® Malaysia has production
facilities capable of producing HRS, CRS, and CORE, although the information available to
Commerce indicates that the known Malaysian CORE producers do not have integrated steel
production facilities and are not producing HRS.*!

Additionally, as noted above, CSC Malaysia, a Malaysian CORE producer, receives HRS from
its parent company, CSC Taiwan, a Taiwanese HRS, CRS and CORE producer.>?

4 See China/Vietnam CORE Preliminary Determination and accompanying PDM at 21 (unchanged in
China/Vietnam CORE Final Determination and accompanying IDM at 9); see also Taiwan/Vietham CORE
Preliminary Determination and accompanying PDM at 16-17.

4 See Exhibit 2 (USITC CORE Report) at 1-17-22.

6 1d. at 11-27.

47 See China/Vietnam CORE Final Determination and accompanying IDM at 8 and 40-41; see also Taiwan/Vietnam
Preliminary Determination and accompanying PDM at 16-17.

48 See Exhibit 2 (USITC CORE Report) at 1-17-22, and 11-27.

49 See Exhibit 4.

%0 See Exhibit 2 (USITC CORE Report) at 1-18-19.

51 See Exhibit 4.

52 See Exhibit 9 at 11.
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In the China/Vietnam CORE Final Determination, Commerce found that Vietnam did not have
integrated steel mills but had the necessary facilities to process both HRS and CRS into CORE
products.>®> Commerce also found that “the extent of the production facilities in Vietnam was
limited” and “the extent of Vietnamese respondents’ facilities is minor relative to the facilities of
integrated steel producers.”* More generally, Commerce held that the “facilities used to
complete the final finishing processes of cold-rolling HRS to produce CRS and then galvanizing
it to produce CORE is comparatively minor.”® Additionally, in the Taiwan/Vietnam CORE
Preliminary Determination, Commerce found that the extent of the Vietnamese respondents’
facilities is minor in comparison to the extent of facilities used by their Taiwanese suppliers of
HRS and further found that the amount of direct inputs needed to produce the Taiwanese
substrate is more substantial than the direct inputs used to produce CORE with Taiwanese-origin
HRS.*® Given these findings, and the evidence indicating that CORE producers in Malaysia
have facilities and capabilities similar to producers that process HRS and/or CRS into CORE, we
find the available information indicates that the extent of production facilities in Malaysia is also
minor. The available information regarding the extent of production facilities in Malaysia thus
supports initiation of an anti-circumvention inquiry.

(5) Value of Processing in Malaysia Represents a Small Proportion of the Value of the
Merchandise Imported into the United States

Information from the China/Vietnam CORE Final Determination indicates that the value of
processing performed in Vietnam represented an insignificant portion of the total value of CORE
products imported into the United States.>” In the China/Vietnam CORE Final Determination,
Commerce found that Vietnamese companies did not incur significant costs in addition to the
HRS or CRS in the production of CORE.>® Additionally, in the Taiwan/Vietnam CORE
Preliminary Determination, Commerce found that the value added to the Taiwanese-origin HRS
and/or CRS by the Vietnamese companies comprises only a small proportion of the total value of
CORE exported to the United States.>® Information available to Commerce indicates that CORE
is produced using common equipment and processes, regardless of the country in which it is
produced.®°

Using data from MEPS International’s World Carbon Steel Price database, the USITC CORE
Report provided global monthly pricing information for HRS, CRS, and CORE products for the
period from January 2013 through February 2016.5 These data indicate that the price of HRS
was approximately 69 to 79 percent of the price of CORE, and the price of CRS was
approximately 84 to 90 percent of the price of CORE during this period.®?> Based on these

%3 See China/Vietnam CORE Final Determination and accompanying IDM at 41-42.

% 1d. at 9 and 41.

5 1d. at 41.

% See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 16-17.
57 See China/Vietnam CORE Final Determination and accompanying IDM at 9.

%8 1d.

% See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 17-18.
80 See Exhibit 2 (ITC CORE Report) at 1-17-22.

61 1d. at Table VI1I-33.

62 d.
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figures, the value-added by CORE producers, such as those in Malaysia, is approximately 10
percent to 31 percent, depending on whether the underlying substrate was already cold-rolled.

MEPS International’s World Carbon Steel Price database for global steel monthly pricing for the
period from January through December of 2018-the most recent publicly available data—indicate
that the value of HRS and CRS is approximately 78 percent and 87 percent of the total value of
CORE, respectively.®® Based on these data, the value of processing that takes place to produce
CORE from HRS and CRS represents roughly 22 percent and 13 percent of the value of CORE,
respectively.5

Additionally, we calculated valuation of HRS and CRS substrate imported into Malaysia from
Taiwan and compared it to U.S. import average unit values of CORE from Malaysia.%® This
calculation resulted in an HRS-CORE value-added of 36.5 percent and CRS-CORE value-added
of 21.1 percent.5®

We find that the available information indicates that the value of processing taking place in
Malaysia represents a comparably small proportion of the total value of CORE imported into the
United States and, thus, supports initiation of an anti-circumvention inquiry.

D. Value of the Merchandise Produced in Taiwan is a Significant Portion of the Total
Value of the Merchandise Exported to the United States

As noted above, recent pricing data indicate that the value of HRS and CRS represent roughly 78
percent and 87 percent of the value of CORE, respectively.®” Additionally, Commerce
determined in the China/Vietnam CORE Final Determination that values of the Chinese-origin
HRS and CRS constitute a significant portion of the value of the CORE that is exported from
Vietnam to the United States.®® In the Taiwan/Vietnam CORE Preliminary Determination,
Commerce found that the value of Taiwanese-origin HRS constitutes a significant portion of the
value of CORE that is exported to the Unites States.®® Information available to Commerce
indicates that the production processes for CORE are similar regardless of the country in which it
is produced.”® Further, Commerce calculated value-added by processing Taiwanese-origin HRS
and/or CRS into CORE using valuation of Malaysian imports of Taiwanese-origin HRS and CRS
compared to the average unit values for U.S. imports of CORE from Malaysia.”* This
calculation indicated that HRS accounted for approximately 63.5 percent and CRS accounted for
roughly 78.9 percent of the value of CORE imported to the United States.”> We find that the
available information indicates that the value of the HRS and CRS produced in Taiwan
constitutes a significant portion of the total value of the CORE exported to the United States

83 See Exhibit 15.

& 1d.

8 See Exhibit 16.

%6 1d.

67 See Exhibit 15.

8 See China/Vietnam CORE Final Determination and accompanying IDM at 10.

8 See Taiwan/Vietnam CORE Preliminary Determination and accompanying PDM at 18-19.
0 See USITC CORE Report at 1-17-22.

1 See Exhibit 16.

2 d.
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from Malaysia. The available information regarding this criterion thus supports initiation of an
anti-circumvention inquiry.

E. Additional Factors to Consider in Determining Whether Inquiry is Warranted

Section 781(b)(3) of the Act directs Commerce to consider additional factors in determining
whether to include merchandise assembled or completed in a foreign country within the scope of
the Order, such as: “(A) the pattern of trade, including sourcing patterns, (B) whether the
manufacturer or exporter of the merchandise...is affiliated with the person who uses the
merchandise...to assemble or complete in the foreign country the merchandise that is
subsequently imported into the United States, and (C) whether imports into the foreign country
of the merchandise...have increased after the initiation of the investigation which resulted in the
issuance of such order or finding.” As explained below, the available information regarding the
additional factors under section 781(b)(3) of the Act supports initiation of an anti-circumvention
inquiry.

(1) Pattern of Trade and Sourcing

The first factor to consider under section 781(b)(3) of the Act is changes in the pattern of trade,
including changes in sourcing patterns. Available trade data indicates that Malaysia is importing
HRS and CRS from Taiwan and may be using it to produce CORE for export to the United
States. During the 45-month period prior to initiation of the CORE investigations, the United
States imported roughly 1.2 metric tons of CORE per month from Malaysia.” In the 45-months
following initiation, U.S. imports of CORE from Malaysia averaged 2,883.4 metric tons per
month.” U.S. imports of CORE from Taiwan decreased by 1.8 percent over the same time
period.”

Following initiation of the CORE investigation, Malaysian imports of HRS and CRS from
Taiwan increased in conjunction with the increase in U.S. imports of CORE from Malaysia.
Comparing data from the period 45 months before and after the initiation of the CORE
investigations, the average monthly volume of Malaysian imports of HRS and CRS from Taiwan
increased by 44.3 percent and 5.8 percent, respectively.’® Comparing the same time periods, the
average monthly volume of imports of CORE into the United States from Malaysia increased by
233,022.3 percent, accounting for 1.0 percent of U.S. CORE imports during the post-initiation
period.”’

(2) Affiliation

The second factor to consider under section 781(b)(3) of the Act is whether the manufacturer or
exporter of the HRS or CRS in Taiwan is affiliated with the companies in Malaysia that complete

3 See Exhibit 6.
d.
s d.
76 See Exhibit 5.
71d.
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the merchandise exported to the United States. Information available to Commerce indicated
that producers of HRS and CRS in Taiwan and producers of CORE in Malaysia are affiliated.
Specifically, evidence available explains that CSC Taiwan, a Taiwanese HRS, CRS and CORE
producer, is a parent company to Malaysian CORE producer, CSC Malaysia. CSC Malaysia is
wholly owned by CSC Taiwan.’”® Further, the annual report for CSC Steel Holdings Berhad
states that CSC Malaysia receives HRS from CSC Taiwan.”®

(3) Increase of HRS and CRS Shipments from Taiwan to Malaysia After Initiation of the
CORE Investigations

The third factor to consider under section 781(b)(3) of the Act is whether imports into Malaysia
of HRS and CRS from Taiwan have increased since the initiation of the CORE investigations.
Evidence available to Commerce indicates that the average monthly volume of Malaysian
imports of HRS and CRS from Taiwan has increased since the initiation of the CORE
investigations.® Between October 2011-June 2015 (pre-initiation) and July 2015-March 2019
(post initiation), Malaysian average monthly imports of HRS and CRS from Taiwan increased by
approximately 44.3 percent and 5.8 percent, respectively.5!

VIII. COUNTRY-WIDE INQUIRY

As explained above, the available information indicates that, since the initiation of the CORE
investigation, exports of subject merchandise from Taiwan to the United States have decreased,
exports of CORE from Malaysia to the United States have increased, and exports of steel
substrate from Taiwan to Malaysia have increased.®? The information available to Commerce
indicates that this shift in trade patterns is likely attributable to country-wide activity in Malaysia
rather than a few specific firms. Accordingly, as noted above, the merchandise subject to this
anti-circumvention inquiry is CORE completed in Malaysia using HRS or CRS manufactured in
Taiwan and subsequently exported from Malaysia to the United States. Commerce has taken this
approach in a prior anti-circumvention inquiry, where the facts warranted initiation on a country-
wide basis.®

Consistent with the approach in the prior anti-circumvention inquiry that was initiated on a
country-wide basis, Commerce intends to issue questionnaires to solicit information from
producers and exporters in Malaysia concerning their shipments of CORE to the United States

78 See Exhibit 9 at 11.

1d.

80 See Exhibit 5.

8l d.

82 See Exhibit 6 and Exhibit 5.

83 See, e.g., Certain Corrosion-Resistant Steel Products from the Republic of Korea and Taiwan: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 83 FR 37785 (August 2, 2018);
see also Carbon Steel Butt-Weld Pipe Fittings from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiry on the Antidumping Duty Order, 82 FR 40556, 40560 (August 25, 2017) (stating at initiation
that Commerce would evaluate the extent to which a country-wide finding applicable to all exports might be
warranted); Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454, 79458
(November 14, 2016) (stating at initiation that Commerce would evaluate the extent to which a country-wide finding
applicable to all exports might be warranted).
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and the origin of any imported HRS and CRS being processed into CORE. A company’s failure
to respond completely to Commerce’s requests for information may result in the application of
partial or total facts available, pursuant to section 776(a) of the Act, which may include adverse
inferences, pursuant to section 776(b) of the Act.

IX. RECOMMENDATION

We recommend initiation of an anti-circumvention inquiry, pursuant to section 781(b) of the Act
and 19 CFR 351.225(b) and (h), to determine whether certain imports of CORE, completed in
Malaysia using HRS and CRS flat products manufactured in Taiwan, are circumventing the
Order.

[
Agree Disagree
8/12/2019

X Az

Signed by: JEFFREY KESSLER
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Supporting Exhibits

Exhibit No. \ Description

Exhibit 1 U.S. Imports of CORE by HTS Number from Malaysia

Exhibit 2 Excerpts from Certain Corrosion-Resistant Steel Products from China, India,
Italy, Korea, and Taiwan, Inv. Nos. 701-TA-534-537 and 731-TA-1274-1278,
USITC Pub. 4620 (July 2016)

Exhibit 3 Production Capacity, Malaysia

Exhibit 4 Known Shipper Capabilities

Exhibit 5 Malaysian Imports of HRS and CRS from Taiwan

Exhibit 6 U.S. Imports of CORE

Exhibit 7 CSC Taiwan Website — China Steel Corporation is a Taiwan-based company

Exhibit 8 CSC Malaysian Website showing it is owned by China Steel Corporation in
Taiwan

Exhibit 9 CSC Malaysia Steel Holdings Berhad Annual Report 2018 (excerpted)

Exhibit 10 CSC Taiwan Annual Report 2014 (excerpted)

Exhibit 11 CSC Taiwan 2018 Annual Report with Restatement of 2014 (excerpted)

Exhibit 12 CSC Taiwan Investment Conversion Worksheet

Exhibit 13A Investment

Exhibit 13B Investment — Malaysian Company Website

Exhibit 13C Investment — Malaysian News Article

Exhibit 14 Datamyne — Shippers of CORE from Malaysia

Exhibit 15 MEPS Value of Processing

Exhibit 16 Value Added Calculations
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BILLING CODE: 3510-DS-P
DEPARTMENT OF COMMERCE
INTERNATIONAL TRADE ADMINISTRATION
A-570-026, C-570-027

Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders

AGENCY:  Enforcement and Compliance, International Trade Administration, Department of
Commerce

Summary

Based on available information, the Department of Commerce (Commerce) is self-
initiating country-wide anti-circumvention inquiries to determine whether imports of corrosion-
resistant steel products (CORE) completed in Costa Rica, Guatemala, Malaysia, South Africa,
and the United Arab Emirates (UAE) (collectively, third countries) using hot-rolled steel (HRS)
and cold-rolled steel (CRS) flat products manufactured in the People’s Republic of China
(China) are circumventing the antidumping duty (AD) and countervailing duty (CVD) orders on
CORE from China.
DATES: Effective [insert date of publication in the Federal Register]
FOR FURTHER INFORMATION CONTACT: Brendan Quinn at (202) 482-5848, AD/CVD
Operations, Office III or Justin Enck at (202) 482-1614, Office of Policy, Enforcement and
Compliance, International Trade Administration, U.S. Department of Commerce, 1401
Constitution Avenue, NW, Washington, DC 20230.
SUPPLEMENTARY INFORMATION:

Background

On June 3, 2015, AK Steel Corporation, ArcelorMittal USA LLC, California Steel
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Industries, Inc., Nucor Corporation, Steel Dynamics, Inc., and United States Steel Corporation
filed petitions seeking the imposition of antidumping and countervailing duties on imports of
CORE from China, India, Italy, the Republic of Korea, and Taiwan.! Following Commerce’s
affirmative determinations of dumping and countervailable subsidies,? and the U.S. International
Trade Commission’s (ITC) finding of material injury,> Commerce issued AD and CVD orders on
imports of CORE from China.*

Scope of the Orders

The products covered by the Orders are certain flat-rolled steel products, either clad,
plated, or coated with corrosion-resistant metals (CORE). For a full description of the scope of
these orders, see the “Scope of the Orders,” in the Appendix to this notice.

Prior Circumvention Finding

On November 14, 2016, pursuant to section 781(b) of the Act and 19 CFR 351.225(h),
Commerce initiated anti-circumvention inquiries on the Orders to determine whether certain

imports of CORE completed in the Socialist Republic of Vietnam (Vietnam) using HRS and

I See Certain Corrosion-Resistant Steel Products from Italy, India, the People’s Republic of China, the Republic of
Korea, and Taiwan: Initiation of Less-Than-Fair-Value Investigations, 80 FR 37228 (June 30, 2015); Certain
Corrosion-Resistant Steel Products from the People’s Republic of China, India, Italy, the Republic of Korea, and
Taiwan: Initiation of Countervailing Duty Investigations, 80 FR 37223 (June 30, 2015).

2 See Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Final Determination of Sales
at Less Than Fair Value, and Final Affirmative Critical Circumstances Determination, in Part, 81 FR 35316 (June
2,2016); Countervailing Duty Investigation of Certain Corrosion-Resistant Steel Products from the People’s
Republic of China: Final Affirmative Determination, and Final Affirmative Critical Circumstances Determination,
in Part, 81 FR 35308 (June 2, 2016).

3 See Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and Taiwan; Determinations, 81
FR 47177 (July 20, 2016); see also Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and
Taiwan; Inv. No. 701-TA-534-537 and 731-TA-1274-1278, USITC Pub. 4620 (July 2016) (Final) (hereinafter,
USITC CORE Report).

4 See Certain Corrosion-Resistant Steel Products from India, Italy, the People's Republic of China, the Republic of
Korea and Taiwan: Amended Final Affirmative Antidumping Determination for India and Taiwan, and Antidumping
Duty Orders, 81 FR 48390 (July 25, 2016); Certain Corrosion-Resistant Steel Products from India, Italy, Republic
of Korea and the People's Republic of China: Countervailing Duty Order, 81 FR 48387 (July 25, 2016)
(collectively, Orders).
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CRS flat products manufactured in China were circumventing the Orders.’> Following the
completion of the inquiries, on May 23, 2018, Commerce determined that imports of CORE
completed in Vietnam using HRS or CRS manufactured in China were circumventing the Orders
and, therefore, determined that such imports fall within the scope of the Orders.°

Merchandise Subject to the Anti-Circumvention Inquiries

These anti-circumvention inquiries cover CORE completed in the third countries using
HRS or CRS manufactured in China and subsequently exported from the third countries to the
United States.

Initiation of Anti-Circumvention Inquiries

Section 781(b)(1) of the Tariff Act of 1930, as amended (the Act), provides that
Commerce may find circumvention of an AD or CVD order when merchandise of the same class
or kind subject to the order is completed or assembled in a foreign country other than the country
to which the order applies. In conducting anti-circumvention inquiries, under section 781(b)(1)
of the Act, Commerce relies on the following criteria: (A) merchandise imported into the United
States is of the same class or kind as any merchandise produced in a foreign country that is the
subject of an antidumping or countervailing duty order or finding, (B) before importation into the
United States, such imported merchandise is completed or assembled in another foreign country
from merchandise which is subject to the order or merchandise which is produced in the foreign
country that is subject to the order, (C) the process of assembly or completion in the foreign

country referred to in section (B) is minor or insignificant, (D) the value of the merchandise

3 See Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454 (November 14,
2016).

¢ See Certain Corrosion-Resistant Steel Products from the People's Republic of China: Affirmative Final
Determination of Circumvention of the Antidumping Duty and Countervailing Duty Orders, 83 FR 23895 (May 23,
2018) (China/Vietham CORE Final Determination).
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produced in the foreign country to which the AD or CVD order applies is a significant portion of
the total value of the merchandise exported to the United States, and (E) the administering
authority determines that action is appropriate to prevent evasion of such order or finding.

In determining whether or not the process of assembly or completion in a third country is
minor or insignificant under section 781(b)(1)(C) of the Act, section 781(b)(2) of the Act directs
Commerce to consider: (A) the level of investment in the foreign country, (B) the level of
research and development in the foreign country, (C) the nature of the production process in the
foreign country, (D) the extent of production facilities in the foreign country, and (E) whether or
not the value of processing performed in the foreign country represents a small proportion of the
value of the merchandise imported into the United States. However, no single factor, by itself,
controls Commerce’s determination of whether the process of assembly or completion in a third
country is minor or insignificant.” Accordingly, it is Commerce’s practice to evaluate each of
these five factors as they exist in the third country, depending on the totality of the circumstances
of the particular anti-circumvention inquiry.®

Furthermore, section 781(b)(3) of the Act sets forth additional factors to consider in
determining whether to include merchandise assembled or completed in a third country within
the scope of an antidumping and/or countervailing duty order. Specifically, Commerce shall
take into account such factors as: (A) the pattern of trade, including sourcing patterns; (B)
whether the manufacturer or exporter of the merchandise is affiliated with the person who, in the

third country, uses the merchandise to complete or assemble the merchandise which is

7 See Statement of Administrative Action accompanying the Uruguay Round Agreements Act (SAA), H.R. Doc. No.
103-316 (1994) at 893.

8 See Uncovered Innerspring Units from the People's Republic of China: Final Affirmative Determination of
Circumvention of the Antidumping Duty Order, 83 FR 65626 (December 21, 2018), and accompanying Issues and
Decision Memorandum at 4.
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subsequently imported into the United States; and (C) whether imports of the merchandise into
the third country have increased after the initiation of the investigation that resulted in the
issuance of such order or finding.

We have analyzed the criteria above and from available information we determine,
pursuant to section 781(b) of the Act and 19 CFR 351.225(b) and (h), that initiation of anti-
circumvention inquiries is warranted to determine whether certain imports of CORE, completed
in Costa Rica, Guatemala, Malaysia, South Africa, and the UAE using HRS and CRS flat
products manufactured in China, are circumventing the Orders. For a full discussion of the basis
for our decision to initiate these anti-circumvention inquiries, see the Anti-Circumvention
Initiation Memo.” As explained in the Anti-Circumvention Initiation Memo, the available
information warrants initiating these anti-circumvention inquiries on a country-wide basis.
Commerce has taken this approach in a prior anti-circumvention inquiry, where the facts
warranted initiation on a country-wide basis.

Consistent with the approach in the prior anti-circumvention inquiry that was initiated on
a country-wide basis, Commerce intends to issue questionnaires to solicit information from
producers and exporters in each of the third countries concerning their shipments of CORE to the

United States and the origin of any imported HRS and CRS being processed into CORE. A

% See Memorandum, “Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of
Anti-Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders” (Anti-Circumvention
Initiation Memo). This memo is a public document that is dated concurrently with, and hereby adopted by, this
notice and on file electronically via ACCESS. Access to documents filed via ACCESS is also available in the
Central Records Unit, Room B8024 of the main Department of Commerce building.

10 See, e.g., Certain Corrosion-Resistant Steel Products from the Republic of Korea and Taiwan: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 83 FR 37785 (August 2, 2018);
see also Carbon Steel Butt-Weld Pipe Fittings from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiry on the Antidumping Duty Order, 82 FR 40556, 40560 (August 25, 2017) (stating at initiation
that Commerce would evaluate the extent to which a country-wide finding applicable to all exports might be
warranted); Certain Corrosion-Resistant Steel Products from the People’s Republic of China: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454, 79458
(November 14, 2016) (stating at initiation that Commerce would evaluate the extent to which a country-wide finding
applicable to all exports might be warranted).
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company’s failure to respond completely to Commerce’s requests for information may result in
the application of partial or total facts available, pursuant to section 776(a) of the Act, which may
include adverse inferences, pursuant to section 776(b) of the Act.

Notification to Interested Parties

In accordance with 19 CFR 351.225(b), Commerce determines that available information
warrants initiating these anti-circumvention inquiries to determine whether certain imports of
CORE, completed in Costa Rica, Guatemala, Malaysia, South Africa, and the UAE using HRS
and CRS flat products manufactured in China, are circumventing the Orders. Accordingly,
Commerce hereby notifies all parties on Commerce’s scope service list of the initiation of anti-
circumvention inquiries. In addition, in accordance with 19 CFR 351.225(f)(1)(1) and (ii), in this
notice of initiation issued under 19 CFR 351.225(b), we have included a description of the
product that is the subject of these anti-circumvention inquiries (i.e., CORE completed in the
third countries using HRS and CRS flat products manufactured in China), and an explanation of
the reasons for Commerce’s decision to initiate these anti-circumvention inquiries, as provided
above. Commerce will establish a schedule for questionnaires and comments on the issues in
these inquiries.

In accordance with 19 CFR 351.225(1)(2), if Commerce issues preliminary affirmative
determinations, we will then instruct U.S. Customs and Border Protection to suspend liquidation
and require a cash deposit of estimated antidumping and countervailing duties, at the applicable
rate, for each unliquidated entry of the merchandise at issue, entered or withdrawn from
warehouse for consumption on or after the date of initiation of the inquiries. Commerce intends
to issue its final determinations within 300 days of the date of publication of this initiation, in

accordance with section 781(f) of the Act and 19 CFR 351.225(f)(5).
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This notice is published in accordance with section 781(b) of the Act and 19 CFR

351.225(f).

/SI Jeffrey I. Kessler

Jeffrey 1. Kessler
Assistant Secretary
for Enforcement and Compliance

August 12, 2019

Date
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Appendix
Scope of the Orders

The products covered by these Orders are certain flat-rolled steel products, either clad, plated, or
coated with corrosion-resistant metals such as zinc, aluminum, or zinc-, aluminum-, nickel- or
iron-based alloys, whether or not corrugated or painted, varnished, laminated, or coated with
plastics or other non-metallic substances in addition to the metallic coating. The products
covered include coils that have a width of 12.7 mm or greater, regardless of form of coil (e.g., in
successively superimposed layers, spirally oscillating, etc.). The products covered also include
products not in coils (€.g., in straight lengths) of a thickness less than 4.75 mm and a width that
is 12.7 mm or greater and that measures at least 10 times the thickness. The products covered
also include products not in coils (€.9., in straight lengths) of a thickness of 4.75 mm or more and
a width exceeding 150 mm and measuring at least twice the thickness. The products described
above may be rectangular, square, circular, or other shape and include products of either
rectangular or non-rectangular cross-section where such cross-section is achieved subsequent to
the rolling process, i.e., products which have been “worked after rolling” (e.g., products which
have been beveled or rounded at the edges). For purposes of the width and thickness
requirements referenced above:

(1) where the nominal and actual measurements vary, a product is within the scope if
application of either the nominal or actual measurement would place it within the scope
based on the definitions set forth above, and

(2) where the width and thickness vary for a specific product (e.g., the thickness of certain
products with non-rectangular cross-section, the width of certain products with
nonrectangular shape, etc.), the measurement at its greatest width or thickness applies.

Steel products included in the scope of these Orders are products in which: (1) iron
predominates, by weight, over each of the other contained elements; (2) the carbon content is 2
percent or less, by weight; and (3) none of the elements listed below exceeds the quantity, by
weight, respectively indicated:

2.50 percent of manganese, or

3.30 percent of silicon, or

1.50 percent of copper, or

1.50 percent of aluminum, or

1.25 percent of chromium, or

0.30 percent of cobalt, or

0.40 percent of lead, or

2.00 percent of nickel, or

0.30 percent of tungsten (also called wolfram), or
0.80 percent of molybdenum, or

0.10 percent of niobium (also called columbium), or
0.30 percent of vanadium, or

0.30 percent of zirconium
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Unless specifically excluded, products are included in this scope regardless of levels of boron
and titanium.

For example, specifically included in this scope are vacuum degassed, fully stabilized
(commonly referred to as interstitial-free (IF)) steels and high strength low alloy (HSLA) steels.
IF steels are recognized as low carbon steels with micro-alloying levels of elements such as
titanium and/or niobium added to stabilize carbon and nitrogen elements. HSLA steels are
recognized as steels with microalloying levels of elements such as chromium, copper, niobium,
titanium, vanadium, and molybdenum.

Furthermore, this scope also includes Advanced High Strength Steels (AHSS) and Ultra High
Strength Steels (UHSS), both of which are considered high tensile strength and high elongation
steels. Subject merchandise also includes corrosion-resistant steel that has been further
processed in a third country, including but not limited to annealing, tempering, painting,
varnishing, trimming, cutting, punching and/or slitting or any other processing that would not
otherwise remove the merchandise from the scope of the investigation if performed in the
country of manufacture of the in-scope corrosion resistant steel.

All products that meet the written physical description, and in which the chemistry quantities do
not exceed any one of the noted element levels listed above, are within the scope of these Orders
unless specifically excluded. The following products are outside of and/or specifically excluded
from the scope of these Orders:

e Flat-rolled steel products either plated or coated with tin, lead, chromium, chromium
oxides, both tin and lead (terne plate), or both chromium and chromium oxides (tin free
steel), whether or not painted, varnished or coated with plastics or other non-metallic
substances in addition to the metallic coating;

e (lad products in straight lengths of 4.7625 mm or more in composite thickness and of a
width which exceeds 150 mm and measures at least twice the thickness; and

e Certain clad stainless flat-rolled products, which are three-layered corrosion-resistant flat-
rolled steel products less than 4.75 mm in composite thickness that consist of a flat-rolled
steel product clad on both sides with stainless steel in a 20%-60%-20% ratio.

The products subject to the Orders are currently classified in the Harmonized Tariff Schedule of
the United States (HTSUS) under item numbers: 7210.30.0030, 7210.30.0060, 7210.41.0000,
7210.49.0030, 7210.49.0091, 7210.49.0095, 7210.61.0000, 7210.69.0000, 7210.70.6030,
7210.70.6060, 7210.70.6090, 7210.90.6000, 7210.90.9000, 7212.20.0000, 7212.30.1030,
7212.30.1090, 7212.30.3000, 7212.30.5000, 7212.40.1000, 7212.40.5000, 7212.50.0000, and
7212.60.0000.

The products subject to the Orders may also enter under the following HTSUS item numbers:
7210.90.1000, 7215.90.1000, 7215.90.3000, 7215.90.5000, 7217.20.1500, 7217.30.1530,
7217.30.1560, 7217.90.1000, 7217.90.5030, 7217.90.5060, 7217.90.5090, 7225.91.0000,
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7225.92.0000, 7225.99.0090, 7226.99.0110, 7226.99.0130, 7226.99.0180, 7228.60.6000,
7228.60.8000, and 7229.90.1000.

The HTSUS subheadings above are provided for convenience and customs purposes only. The
written description of the scope of the Orders is dispositive.
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BILLING CODE: 3510-DS-P
DEPARTMENT OF COMMERCE
INTERNATIONAL TRADE ADMINISTRATION
A-583-856

Certain Corrosion-Resistant Steel Products from Taiwan: Initiation of Anti-Circumvention
Inquiry on the Antidumping Duty Order

AGENCY:  Enforcement and Compliance, International Trade Administration, Department of
Commerce

Summary

Based on available information, the Department of Commerce (Commerce) is self-
initiating a country-wide anti-circumvention inquiry to determine whether imports of corrosion-
resistant steel products (CORE), completed in Malaysia using hot-rolled steel (HRS) and cold-
rolled steel (CRS) flat products manufactured in Taiwan, are circumventing the antidumping
duty (AD) order on CORE from Taiwan.
DATES: Effective [insert date of publication in the Federal Register]
FOR FURTHER INFORMATION CONTACT: Brendan Quinn at (202) 482-5848, AD/CVD
Operations, Office III or Barb Rawdon at (202) 482-0474, Office of Policy, Enforcement and
Compliance, International Trade Administration, U.S. Department of Commerce, 1401
Constitution Avenue, NW, Washington, DC 20230.
SUPPLEMENTARY INFORMATION:
Background

On June 3, 2015, AK Steel Corporation, ArcelorMittal USA LLC, California Steel
Industries, Inc., Nucor Corporation, Steel Dynamics, Inc., and United States Steel Corporation

filed petitions seeking imposition of antidumping and countervailing duties on imports of CORE
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from China, India, Italy, the Republic of Korea, and Taiwan.! Following Commerce’s
affirmative determination of dumping,” and the U.S. International Trade Commission’s (ITC)
4

finding of material injury,> Commerce issued an AD order on imports of CORE from Taiwan.

Scope of the Order

The products covered by the Order are certain flat-rolled steel products, either clad,
plated, or coated with corrosion-resistant metals (CORE). For a full description of the scope of
the Order, see the “Scope of the Order,” in the Appendix to this notice.

Prior Circumvention Finding

On August 2, 2018, pursuant to section 781(b) of the Act and 19 CFR 351.225(h),
Commerce initiated an anti-circumvention inquiry on the Order to determine whether certain
imports of CORE, completed in the Socialist Republic of Vietnam (Vietnam) using HRS and
CRS flat products manufactured in Taiwan, were circumventing the Order.> Following the
completion of the inquiry, on July 10, 2019, Commerce determined that imports of CORE
completed in Vietnam using HRS or CRS manufactured in Taiwan were circumventing the

Order and, therefore determined that such imports fall within the scope of the Order.°

! See Certain Corrosion-Resistant Steel Products from Italy, India, the People’s Republic of China, the Republic of
Korea, and Taiwan: Initiation of Less-Than-Fair-Value Investigations, 80 FR 37228 (June 30, 2015); Certain
Corrosion-Resistant Steel Products from the People’s Republic of China, India, Italy, the Republic of Korea, and
Taiwan: Initiation of Countervailing Duty Investigations, 80 FR 37223 (June 30, 2015).

2 See Certain Corrosion-Resistant Steel Products from Taiwan: Final Determination of Sales at Less Than Fair
Value and Final Affirmative Determination of Critical Circumstances, in Part, 81 FR 35313 (June 2, 2016).

3 See Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and Taiwan; Determinations, 81
FR 47177 (July 20, 2016); see also Certain Corrosion-Resistant Steel Products from China, India, Italy, Korea, and
Taiwan, Inv. Nos. 701-TA-534-537 and 731-TA-1274-1278, USITC Pub. 4620 (July 2016) (Final) (hereinafter,
USITC CORE Report).

4 See Certain Corrosion-Resistant Steel Products from India, Italy, the People's Republic of China, the Republic of
Korea and Taiwan: Amended Final Affirmative Antidumping Determination for India and Taiwan, and
Antidumping Duty Orders, 81 FR 48390 (July 25, 2016) (Order).

3 See Certain Corrosion-Resistant Steel Products from the Republic of Korea and Taiwan: Initiation of Anti-
Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 83 FR 37785 (August 2, 2018)
(Taiwan/Vietnam CORE Initiation).

¢ See Certain Corrosion-Resistant Steel Products from Taiwan: Affirmative Preliminary Determination of Anti-
Circumvention Inquiry on the Antidumping Duty Order, 84 FR 32864 (July 10, 2019) and accompanying
Preliminary Decision Memorandum.
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Merchandise Subject to the Anti-Circumvention Inquiry

This anti-circumvention inquiry covers CORE completed in Malaysia using HRS or CRS
manufactured in Taiwan and subsequently exported from Malaysia to the United States.

Initiation of Anti-Circumvention Inquiry

Section 781(b)(1) of the Tariff Act of 1930, as amended (the Act) provides that
Commerce may find circumvention of an AD or CVD order when merchandise of the same class
or kind subject to the order is completed or assembled in a foreign country other than the country
to which the order applies. In conducting anti-circumvention inquiries, under section 781(b)(1)
of the Act, Commerce relies on the following criteria: (A) merchandise imported into the United
States is of the same class or kind as any merchandise produced in a foreign country that is the
subject of an antidumping or countervailing duty order or finding, (B) before importation into the
United States, such imported merchandise is completed or assembled in another foreign country
from merchandise which is subject to the order or merchandise which is produced in the foreign
country that is subject to the order, (C) the process of assembly or completion in the foreign
country referred to in section (B) is minor or insignificant, (D) the value of the merchandise
produced in the foreign country to which the AD or CVD order applies is a significant portion of
the total value of the merchandise exported to the United States, and (E) the administering
authority determines that action is appropriate to prevent evasion of such order or finding.

In determining whether or not the process of assembly or completion in a third country is
minor or insignificant under section 781(b)(1)(C) of the Act, section 781(b)(2) of the Act directs
Commerce to consider: (A) the level of investment in the foreign country, (B) the level of
research and development in the foreign country, (C) the nature of the production process in the

foreign country, (D) the extent of production facilities in the foreign country, and (E) whether or
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not the value of processing performed in the foreign country represents a small proportion of the
value of the merchandise imported into the United States. However, no single factor, by itself,
controls Commerce’s determination of whether the process of assembly or completion in a third
country is minor or insignificant.” Accordingly, it is Commerce’s practice to evaluate each of
these five factors as they exist in the third country, depending on the totality of the circumstances
of the particular anti-circumvention inquiry.®

Furthermore, section 781(b)(3) of the Act sets forth additional factors to consider in
determining whether to include merchandise assembled or completed in a third country within
the scope of an antidumping and/or countervailing duty order. Specifically, Commerce shall
take into account such factors as: (A) the pattern of trade, including sourcing patterns; (B)
whether the manufacturer or exporter of the merchandise is affiliated with the person who, in the
third country, uses the merchandise to complete or assemble the merchandise which is
subsequently imported into the United States; and (C) whether imports of the merchandise into
the third country have increased after the initiation of the investigation that resulted in the
issuance of such order or finding.

We have analyzed the criteria above and from available information we determine,
pursuant to section 781(b) of the Act and 19 CFR 351.225(b) and (h), that initiation of an anti-
circumvention inquiry is warranted to determine whether certain imports of CORE, completed in
Malaysia using HRS and CRS flat products manufactured in Taiwan, are circumventing the

Order. For a full discussion of the basis for our decision to initiate this anti-circumvention

7 See Statement of Administrative Action accompanying the Uruguay Round Agreements Act (SAA), H.R. Doc. No.
103-316 (1994) at 893.

8 See Uncovered Innerspring Units from the People's Republic of China: Final Affirmative Determination of
Circumvention of the Antidumping Duty Order, 83 FR 65626 (December 21, 2018), and accompanying Issues and
Decision Memorandum at 4.
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inquiry, see the Anti-Circumvention Initiation Memo.” As explained in the Anti-Circumvention
Initiation Memo, the available information warrants initiating this anti-circumvention inquiry on
a country-wide basis. Commerce has taken this approach in a prior anti-circumvention inquiry,
where the facts warranted initiation on a country-wide basis.”

Consistent with the approach in the prior anti-circumvention inquiry that was initiated on
a country-wide basis, Commerce intends to issue questionnaires to solicit information from
producers and exporters in Malaysia concerning their shipments of CORE to the United States
and the origin of any imported HRS and CRS being processed into CORE. A company’s failure
to respond completely to Commerce’s requests for information may result in the application of
partial or total facts available, pursuant to section 776(a) of the Act, which may include adverse
inferences, pursuant to section 776(b) of the Act.

Notification to Interested Parties

In accordance with 19 CFR 351.225(b), Commerce determines that available information
warrants initiating an anti-circumvention inquiry to determine whether certain imports of CORE,
completed in Malaysia using HRS and CRS flat products manufactured in Taiwan, are
circumventing the Order. Accordingly, Commerce hereby notifies all parties on Commerce’s

scope service list of the initiation of anti-circumvention inquiries. In addition, in accordance

° See Memorandum, “Certain Corrosion-Resistant Steel Products from Taiwan: Initiation of Anti-Circumvention
Inquiry on the Antidumping Duty Order” (Anti-Circumvention Initiation Memo). This memo is a public document
dated concurrently with, and hereby adopted by, this notice and on file electronically via ACCESS. Access to
documents filed via ACCESS is also available in the Central Records Unit, Room B8024 of the main Department of
Commerce building.

10 See Taiwan/Vietnam CORE Initiation; see also Carbon Steel Butt-Weld Pipe Fittings from the People’s Republic
of China: Initiation of Anti-Circumvention Inquiry on the Antidumping Duty Order, 82 FR 40556, 40560 (August
25, 2017) (stating at initiation that Commerce would evaluate the extent to which a country-wide finding applicable
to all exports might be warranted); Certain Corrosion-Resistant Steel Products from the People’s Republic of China:
Initiation of Anti-Circumvention Inquiries on the Antidumping Duty and Countervailing Duty Orders, 81 FR 79454,
79458 (November 14, 2016) (stating at initiation that Commerce would evaluate the extent to which a country-wide
finding applicable to all exports might be warranted).
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with 19 CFR 351.225(f)(1)(i) and (ii), in this notice of initiation issued under 19 CFR
351.225(b), we have included a description of the product that is the subject of this anti-
circumvention inquiry (i.e., CORE completed in Malaysia using HRS and CRS flat products
manufactured in Taiwan), and an explanation of the reasons for Commerce’s decision to initiate
this anti-circumvention inquiry as provided above. Commerce will establish a schedule for
questionnaires and comments on the issues in this inquiry.

In accordance with 19 CFR 351.225(1)(2), if Commerce issues preliminary affirmative
determinations, we will then instruct U.S. Customs and Border Protection to suspend liquidation
and require a cash deposit of the estimated antidumping duty, at the applicable rate, for each
unliquidated entry of the merchandise at issue, entered or withdrawn from warehouse for
consumption on or after the date of initiation of this inquiry . Commerce intends to issue its final
determination within 300 days of the date of publication of this initiation, in accordance with
section 781(f) of the Act and 19 CFR 351.225(f)(5).

This notice is published in accordance with section 781(b) of the Act and 19 CFR

351.225(f).

/SI Jeffrey I. Kessler

Jeffrey 1. Kessler
Assistant Secretary
for Enforcement and Compliance

August 12,2019

Date
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Appendix
Scope of the Order

The products covered by this Order are certain flat-rolled steel products, either clad, plated, or
coated with corrosion-resistant metals such as zinc, aluminum, or zinc-, aluminum-, nickel- or
iron-based alloys, whether or not corrugated or painted, varnished, laminated, or coated with
plastics or other non-metallic substances in addition to the metallic coating. The products
covered include coils that have a width of 12.7 mm or greater, regardless of form of coil (e.g., in
successively superimposed layers, spirally oscillating, etc.). The products covered also include
products not in coils (€.g., in straight lengths) of a thickness less than 4.75 mm and a width that
is 12.7 mm or greater and that measures at least 10 times the thickness. The products covered
also include products not in coils (€.9., in straight lengths) of a thickness of 4.75 mm or more and
a width exceeding 150 mm and measuring at least twice the thickness. The products described
above may be rectangular, square, circular, or other shape and include products of either
rectangular or non-rectangular cross-section where such cross-section is achieved subsequent to
the rolling process, i.e., products which have been “worked after rolling” (e.g., products which
have been beveled or rounded at the edges). For purposes of the width and thickness
requirements referenced above:

(1) where the nominal and actual measurements vary, a product is within the scope if
application of either the nominal or actual measurement would place it within the scope
based on the definitions set forth above, and

(2) where the width and thickness vary for a specific product (e.g., the thickness of certain
products with non-rectangular cross-section, the width of certain products with
nonrectangular shape, etc.), the measurement at its greatest width or thickness applies.

Steel products included in the scope of this Order are products in which: (1) iron predominates,
by weight, over each of the other contained elements; (2) the carbon content is 2 percent or less,
by weight; and (3) none of the elements listed below exceeds the quantity, by weight,
respectively indicated:

2.50 percent of manganese, or

3.30 percent of silicon, or

1.50 percent of copper, or

1.50 percent of aluminum, or

1.25 percent of chromium, or

0.30 percent of cobalt, or

0.40 percent of lead, or

2.00 percent of nickel, or

0.30 percent of tungsten (also called wolfram), or
0.80 percent of molybdenum, or

0.10 percent of niobium (also called columbium), or
0.30 percent of vanadium, or

0.30 percent of zirconium
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Unless specifically excluded, products are included in this scope regardless of levels of boron
and titanium.

For example, specifically included in this scope are vacuum degassed, fully stabilized
(commonly referred to as interstitial-free (IF)) steels and high strength low alloy (HSLA) steels.
IF steels are recognized as low carbon steels with micro-alloying levels of elements such as
titanium and/or niobium added to stabilize carbon and nitrogen elements. HSLA steels are
recognized as steels with microalloying levels of elements such as chromium, copper, niobium,
titanium, vanadium, and molybdenum.

Furthermore, this scope also includes Advanced High Strength Steels (AHSS) and Ultra High
Strength Steels (UHSS), both of which are considered high tensile strength and high elongation
steels. Subject merchandise also includes corrosion-resistant steel that has been further
processed in a third country, including but not limited to annealing, tempering, painting,
varnishing, trimming, cutting, punching and/or slitting or any other processing that would not
otherwise remove the merchandise from the scope of the investigation if performed in the
country of manufacture of the in-scope corrosion resistant steel.

All products that meet the written physical description, and in which the chemistry quantities do
not exceed any one of the noted element levels listed above, are within the scope of this Order
unless specifically excluded. The following products are outside of and/or specifically excluded
from the scope of this Order:

e Flat-rolled steel products either plated or coated with tin, lead, chromium, chromium
oxides, both tin and lead (terne plate), or both chromium and chromium oxides (tin free
steel), whether or not painted, varnished or coated with plastics or other non-metallic
substances in addition to the metallic coating;

e (lad products in straight lengths of 4.7625 mm or more in composite thickness and of a
width which exceeds 150 mm and measures at least twice the thickness; and

e Certain clad stainless flat-rolled products, which are three-layered corrosion-resistant flat-
rolled steel products less than 4.75 mm in composite thickness that consist of a flat-rolled
steel product clad on both sides with stainless steel in a 20%-60%-20% ratio.

The products subject to the Order are currently classified in the Harmonized Tariff Schedule of
the United States (HTSUS) under item numbers: 7210.30.0030, 7210.30.0060, 7210.41.0000,
7210.49.0030, 7210.49.0091, 7210.49.0095, 7210.61.0000, 7210.69.0000, 7210.70.6030,
7210.70.6060, 7210.70.6090, 7210.90.6000, 7210.90.9000, 7212.20.0000, 7212.30.1030,
7212.30.1090, 7212.30.3000, 7212.30.5000, 7212.40.1000, 7212.40.5000, 7212.50.0000, and
7212.60.0000.

The products subject to the Order may also enter under the following HTSUS item numbers:
7210.90.1000, 7215.90.1000, 7215.90.3000, 7215.90.5000, 7217.20.1500, 7217.30.1530,
7217.30.1560, 7217.90.1000, 7217.90.5030, 7217.90.5060, 7217.90.5090, 7225.91.0000,
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7225.92.0000, 7225.99.0090, 7226.99.0110, 7226.99.0130, 7226.99.0180, 7228.60.6000,
7228.60.8000, and 7229.90.1000.

The HTSUS subheadings above are provided for convenience and customs purposes only. The
written description of the scope of the Order is dispositive.
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