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SUMMARY: This action adds to the
urement List services to be

ed by nonprofit agencies

\ng persons who are blind or
severe disabilities.

TE: November 8, 1999.

EFFECTIVE
ADDRESSES:
From People
ateway 3, Suite 310,
is Highway,
202-4302.

23, August 13 and 27, 199
Committee for Purchase Fr
Who Are Blind or Severely

and 46880) of proposed additi
Procurement List.

After consideration of the mat
presented to it concerning capability of
qualified nonprofit agencies to pro¥ide
the services and impact of the additlpns
on the current or most recent
contractors, the Committee has
determined that the services listed
below are suitable for procurement by
the Federal Government under 41 U.S.C.
46-48c and 41 CFR 51-2.4.

I certify that the following action will
not have a significant impact on a
substantial number of small entities.
The major factors considered for this
certification were:

1. The action will not result in any
additional reporting, recordkeeping or
other compliance requirements for small
entities other than the small
organizations that will furnish the
services to the Government.

2. The action will not have a severg
economic impact on current contrac
for the services.

3. The action will result in

services to the Government.
4. There are no known regulafory
alternatives which would accomplish
the objectives of the Javits-Wggner-
O’Day Act (41 U.S.C. 46—48£) in
connection with the servicgs proposed
for addition to the Procurefment List.
Accordingly, the folloy/ing services
are hereby added to the Procurement
List:

Administrative Servites

Office of the U.S.
1724 F Street,
Street, NW,

ade Representative,
NW and 600 17th

oustic Laboratory, 630 3rd
x Island, Washington

logical Survey, 1209 Orca
Streét, Anchorage, Alaska

Janitorial/Custodial

Buildings 1714, 1830 and 1831, Fort
Polk, Louisiana

Operation of Individual Equipment
Element Store

Randolph Air Force Base, Texas,

This action does not affect clirrent
contracts awarded prior to thé effective
date of this addition or optidns that may
be exercised under those ghntracts.
Beverly L. Milkman,
Executive Director.
[FR Doc. 99-26370 Filed A0-7-99; 8:45 am]
BILLING CODE 6353-01-P

BOARD OF

BROADCASTING
GOVERNORS
Sunshine Act/Meeting

#dcasting Board of Governors (BBG)
meet in closed session to review

will address internal procedural,
aky, and personnel issues, as well

internationgl broadcasting field. This
meeting is closed because if open it
likely would\either disclose matters that
would be properly classified to be kept
secret in the in\erest of foreign policy
under the appropriate executive order (5
U.S.C. 552b(c)(1\or would disclose
information the p\emature disclosure of
which would be likely to significantly
frustrate implementation of a proposed
agency action. (5 U.S,C. 552b(c)(9)(B)).
In addition, part of th§ discussion will
relate solely to the intexnal personnel
and organizational issueg of the BBG or
the International Broadcdgting Bureau.
(6 U.S.C. 552b(c)(2) and (6

CONTACT PERSdN FOR MORE INFORMATION:
Persons interested in obtaining more
information should contact eitNer
Brenda Hardnett or John Lindbe¥g at
(202} 401-3736.

Dated: October 6, 1999,
John A. Lindburg,
Legal Counsel and Acting Executive Director.
[FR Doc 99-26566 Filed 10-6—99; 3:14 pm]
BILLING CODE 8230-01-M

DEPARTMENT OF COMMERCE
Bureau of Export Administration

National Defense Stockpile Market
Impact Committee Request for Public
Comments

AGENCY: Office of Strategic Industries
and Economic Security, Bureau of
Export Administration, U.S. Department
of Commerce.

ACTION: Notice of request for public
comment on the potential market
impact of proposed disposals of excess
commodities currently held in the .
National Defense Stockpile under the
Fiscal Year 2001 Annual Materials Plan
(AMP} and revisions to commodity
disposals approved under the FY 2000
AMP.

SUMMARY: This notice is to advise the
public that the National Defense
Stockpile Market Impact Committee (co-
chaired by the Departments of
Commerce and State) is seeking public
comment on the potential market
impact of proposed disposals of excess
materials from the National Defense
Stockpile as set forth in Attachment 1 to
this notice.

DATES: Comments must be received by
November 8, 1999.

ADDRESSES: Written comments should
be sent to Richard V. Meyers, Co-Chair,
Stackpile Market Impact Committee,
Office of Strategic Industries and
Economic Security, Room 3876, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, N.-W.,
Washington, D.C. 20230; FAX (202)
482-5650.

FOR FURTHER INFORMATION CONTACT:
Richard V. Meyers, Office of Strategic
Industries and Economic Security, U.S.
Department of Commerce, (202) 482-
3634; or Stephen H. Muller, Office of
International Energy and Commodity
Policy, U.S. Department of State, (202)
647-3423; co-chairs of the National
Defense Stockpile Market Impact
Committee. '

SUPPLEMENTARY INFORMATION: Under the
authority of the Strategic and Critical
Materials Stock Piling Act of 1979, as
amended, (50 U.S.C. 98 et seq.), the
Department of Defense (DOD), as
National Defense Stockpile Manager,
maintains a stockpile of strategic and
critical materials to supply the military,
industrial, and essential civilian needs
of the United States for national
defense. Section 3314 of the Fiscal Year
(FY) 1993 National Defense
Authorization Act (NDAA) (50 U.S.C.
98h-1) formally established a Market
Impact Committee (the Committee) to
“‘advise the National Defense Stockpile
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Manager on the projected domestic and
foreign economic effects of all
acquisitions and disposals of inaterials
from the stockpile * * *.” The
Committee must also balance market
impact concerns with the statutory
requirement to protect the Government
against avoidable loss.

The Committee is comprised of
representatives from the Departments of
Commerce, State, Agriculture, Defense,
Energy, Interior, Treasury, and the
Federal Emergency Management
Agency, and is co-chaired by the
Departments of Commerce and State.
The FY 1993 NDAA directs the
Committee to “consult from time to time
with representatives of producers,
processors and consumers of the types
of materials stored in the stockpile.”

Attachment 1 lists the current FY
2000 AMP quantities, the proposed
revisions to the FY 2000 AMP
quantities, and the proposed FY 2001
AMP. The Committee is seeking public
comment on the potential market
impact of the sale of these materials as
proposed in the revised FY 2000 AMP
and FY 2001 AMP.

The quantities listed in Attachment 1
are not sales target disposal quantities.
They are only a statement of the
proposed maximum disposal quantity of

each listed material that may be sold in
a particular fiscal year. The quantity of
each material that will actually be
offered for sale will depend on the
market for the material at the time as
well as on the quantity of each material
approved for disposal by Congress.

The Committee requests that
interested parties provide written
comments, supporting data and
documentation, and any other relevant
information on the potential market
impact of the sale of these commodities.
Although comments in response to this
Notice must be received by November 8,
1999 to ensure full consideration by the
Committee, interested parties are
encouraged to submit additional
comments and supporting information
at any time thereafter to keep the
Committee informed as to the market
impact of the sale of these commodities.
Public comment is an important
element of the Committee’s market
impact review process.

Public comments received will be
made available at the Department of
Commerce for public inspection and
copying. Material that is national
security classified or business
confidential will be exempted from
public disclosure. Anyone submitting
business confidential information

should clearly identify the business
confidential portion of the submission
and also provide a non-confidential
submission that can be placed in the
public file. Communications from
agencies of the United States
Government will not be made available
for public inspection.

The public record concerning this
notice will be maintained in the Bureau
of Export Administration’s Records
Inspection Facility, Room 4525, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW,
Washington, DC 20230, telephone (202)
482-5653. The records in this facility
may be inspected and copied in

~ accordance with the regulations

published in part 4 of Title 15 of the
Code of Federal Regulations (15 CFR 4.1
et seq.).

Information about the inspection and
copying of records at the facility may be
obtained from Ms. Margaret Cornejo, the
Bureau of Export Administration’s
Freedom of Information Officer, at the
above address and telephone number.

Dated: October 5, 1999.
R. Roger Majak,
Assistant Secretary for Export
Administration.

Attachment 1

PROPOSED ANNUAL MATERIAL PLANS FOR FY 2001 AND REVISED FY 2000

. . Current FY Revised FY Proposed FY
Material Units 2000 quantity | 2000 quantity 2001 quantity
Aluminum Oxide, ADIrasiVe ...........cccoooiiiiiieie e ST 6,000 6,000 6,000
Aluminum Oxide, Fused Crude ............ooovrie e, ST 65.000 65,000 5,000
ANBIGESICS ooeiiiiiie e AMA Lb 12,815 12,815 12,815
ANIMIONY ettt ST 5,000 5,000 5,000
ASDESIOS (All tYPES) .ooiviiii i ST 20,000 20,000 0
Bauxite, Metallurgical (Jamaican) ............ccooccooiiiiiiiiii i LOT 2,000,000 2,000,000 : 2,000,000
Bauxite, Metallurgical (SUMNam) ......cocoooviiiiii oo LDT 1,500,000 1,500,000 11,000,000
Bauxite, Refractory ... LCT 14,000 14,000 14,000
BOIYl Ore o ST 2,000 4,000 4,000
Beryllium Metal ..o e ST 40 40 40
Beryllium Copper Master Aoy ...t ST 1,250 1.500 1,500
Cadmium 1.200,000 1,200,000 1,200,000
Celestite 3,600 3,600 3,600
Chromite, ChemiCal ...t e SDT 100,000 100,000 100,000
Chromite, Metallurgical ..ot SDT 250,000 250,000 1250,000
Chromite, REfractorny .......ccooiiiiiiie et SDT 100,000 100,000 100,000
CRTOMIUMY, FoITO oo e e e e e ST 150,000 150,000 150,000
Chromium, Metal ..o e ST 0 500 500
CODEIE o e e LB Co 6,000,000 6,000,000 6,000,000
Columbium, Carbide POWAET ............cooeiiiieieeee e LB Cb 21,500 21,500 121,500
Columbium Concentrates (MIinNerals) ..............cccooiviiiiiire e LB Cb 200,000 200,000 200,000
ColumbIUM, FEITO ..ot e e LB Cb 400,000 400,000 1300,000
Columbium Metal INGOS .....oooiiiiiiiic e LB Cb 20,000 20,000 20,000
DIamond BOmM ..o e CcT 165,000 TO | e
DIamOond DIES «.oooiiiiiiii e PC 15,000 15,000 15,000
DIamond StONE ...ooooii e CcT 1,000,000 1,000,000 1,000,000
Fluorspar, MetallurgiCal .........ccoovii v SDT 50,000 60,000 60,000
GRIMANIUIM e e e e KG 8,000 8,000 8,000
Graphite ..o ST 3,760 3,760 3,760
JOQINE .o LB 1,000,000 1,000,000 1,000,000
JEWE! BBANNGS «.viviiie i e e PC 56,000,000 56,000,000 56,000,000
KYANIE e e SDT i 150 150 150
L@AT ...oevovooeoeeooe oo ST | 60,000 60.000 60.000
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PROPOSED ANNUAL MATERIAL PLANS FOR FY 2001 AND REVISED FY 2000—Continued

. I Current FY ! Rewsed FY | Proposed FV
Material Units 1 2000 quantity ' 2000 guantity ‘ 200? Gquantity
o - ! ) T

Manganese, Battery Grade Natural ...t - SDT 30.000 \ 30.000 ! 30.000
Manganese, Battery Grade Synthetic ... ... ... SOT 3.011 ‘ 3,011 12,011
Manganese, Chemical Grade ... SDT 40,000 ' 40,000 ¢ 40,000
MaNQanese, FEITO ...t ST 50,000 . 50,000 | 50,000
Manganese, Meta! Electrolytic ... ST 2,000 ¢ 2,000 2,000
Manganese, Metallurgical Grade ... SDT 250,000 250,000 250,000
Mica (Al TYDES) ..ot LB 2,260,000 2,260,000 2,260,000
Palladitm ... TR Oz 200,000 200,000 200,000
PLatinuMm Lo TR Oz 125,000 125,000 125,000
Platinum-Iridium ... TR Oz 14,450 11,000 11,000
QUINITINE ... e Oz 750,000 750,000 750,000
QUINING L. et Oz 750,000 1,000,000 11,000,000
SeDaCIC ACIA ..ot LB 400,000 400,000 400,000
Silver (Or COINAGE) ..o e e Tr Oz 10,000,000 10,000,000 10,000,000
TaAIC e e ST 1,000 1,000 1,000
Tantalum Carbide Powder .............ocoooooiii e LB Ta 4,000 4,000 4,000
Tantalum Metal INOtS ..o e LB Ta 40,000 | 40,000 40,000
Tantalum Metal Powder LB Ta 50,000 50,000 50,000
Tantalum Minerals ......... LB Ta 200,000 200,000 200,000
Tantalum OXIAE ...t LB Ta 20,000 20,000 20,000
Thorium NItTALE 3 e e LB 6,494,891 6,494,891 17,091,891
Tin MT 12,000 12,000 12,000
Titanium Sponge ............... ST 5,000 5,000 5,000
Tungsten, Carbide POWAET ... e 1,000,000 1,000,000 1,000,000
Tungsten, Ferro ............. 300,000 300,000 300,000
Tungsten, Metal Powder ............ 150,000 150,000 150,000
Tungsten Ores & Concentrates ... LBW 3,000,000 3,000,000 3,000,000
Vegetable Tannin Extract, Chestnut ....................ccooo i LT 11,100 1,100 11,100
Vegetable Tannin Extract, QUEDrac. ............coccocooioeii oo, LT 16,000 16,000 16,000
Vegetable Tannin Extract, Wattle . LT 16,500 16,500 16,500
ZINC oo ST 50,000 50,000 50,000
Zirconium (Baddeleyite) ..ot SDT ] 17,383 17,383 117,383

Notes:

TFY 2000 entries (current or proposed revision) are an adjustment to available inventory. For FY 2001 entries, actual quantity will be limited to

remaining sales authority or inventory.

2 The radioactive nature of this material may restrict sales or disposal options.

{FR Doc. 99-26394 Filed 10-7-99; 8:45 am]
BILLING CODE 3510-33-P 8

-562-4425.

DBRARTMENT OF COMMERCE

nal Oceanic and
tration (NOAA).

Service (NMFS), Nay
Atmospheric Admi
Commerce.

uncil address: Gulf of Mexico
Fishegy Management Council, 30148 U.S.

Permijfs. Other topics of interest are
discdssion of requiring operators of
shrymp and reef fish vessels in the

eagtern Gulf to have a federally issued
permit, as well as status reports on the

ulevard, Biloxi, MS 39530; telephone:

onvene to review
vessel monitoring

If and an Options Pager to
Implemg¢nt a Moratorium on the

implementation of various amendments
and {egulatory amendments to fishery

management plans previously appr
by the Council.

contained in this agend may come
before the pcmel for\dl cussion, in

Act, those issues
of formal action
Action will be r

t require emergenty
section 305(c) of the

MagnusonfStevens Act, provided the
pub]lc has been noufled of the Counml $

Special Accommodations

Thys meeting is physically accessible

to pdople with disabilities. Requests for
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CAMARA ARGENTINO -PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACGCHO

=TT

Paseo Coldén 221 - Plso 107 Tel.: 331-5640/47
1399 - Buenos Aires - Argentina Fax: 331-5548/5549
FAX MESSAGE
TO:. Mr Richard Meyers DATE: Sep 28, 1999
Co-Chairman Marketing Impact Committee
DPAS Program Manager
Office of Strategic Industries and Economic Securioty
FROM: Horacio Barilatti B. PAGES: 5
President
Dear Mr Richard Meyers,

Recent developments in DNSC’s disposal of quebracho tannin continue to be
increasingly disruptive and keep harming our industry.

By news release dated June 30, 1999, the DNSC reported the release of over 450 tons
of quebracho at a current market value of $ 176 per ton.

In one month, the DNSC has sold .75% of our industry’s total world market. Only this
release amounts to 25% of our industry’s total exports to U.S. during 1998. These transactions
has been agreed at a price equivalent to one fifth of our industry’s average price.

A RETROSPECTIVE VIEW

Chronologically, DNSC’s disposal activities and consequences to our industry over the
last years can be summarized as follows:

1993/1997

Releases amount to 2,860 tons per year at prices that stast in the range of $700/ton in
1992 and reach $ 268/ton in 1997.

During this period, our industry’s exports to the U.S. market dropped by 50%.
1998

DNSC participates in the Miami International Leather Fair, targeting and starting an
undue disruptive process in our international markets.
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACHO

- Pi Q
Paseo Coldn 221 - Piso 10 Tel.: 331-5540/47
1399 - Buenos Aires - Argentina Fax: 331-5548/5549

During 1998 we held several meetings with the DNSC staff. We provided reliable data
that proves the damage caused to the free trade of our products and pointed the fragile nature

nf nor industry which hac undergone the clogure of several of the axisting faotories gvor tho
AL LILFA Illul.lJl.l) ARILILIL 11 1AMl Llllu'.lbvllh PANY CAVIBIALW VUL CWNVWLAL WL WIQ O/t b AMVLULIVUD UYL LLIY

past five years.

The Argentine Cmbassy, which participated i s&veial micoliugs licld Ly the Chawber
and the DNSC staff, has also made it clear that these disposals do harm the interests of a
friendly nation, Statements to that respect by Argentina’s Federal and Provincial Congresses
were made known, and copies handed, to DNSC stafT.

1999
Regardless of our previous meetings and the data and explanations provided, the
DNSC participates again in the Miami International Leather Fair.

With our markets shrinking further and DNSC’s activities hurting our industry, we
have requested DNSC to stop targeting our international markets and to look into alternative

disposal policies or activities. OUr last letter, datéd May 26, remains unanswered,
Finally, in June the above mentioned transactions take place.

It is worth mentioning that our 1999 total shipments have dropped more than 20% vis a
vis 1998 volumes, forcing our members to halt production at one time or otber of the current
year, in all of their factories. In addition, every ton sold by DNSC represents even less jobs in
our poverty-stricken provincial economies.

KEY ISSUES AFFECTING
DNSC’S QUEBRACHO DISPOSAL

Unfair Competition

DNSC is affecting producers’ markets while not using any costing criteria of any kind
or giving any consideration to expenses or any other production, distribution or warehousing
economic parameter.

Lower Prices

In earlier correspondence on this issue, DNSC has taken the position that the lower
prices are justified because the Stockpile of quebracho is older than modern material and
DNSC cannot offer any of the guarantees normally offered in the commercial marketplace'.

! Letter from Richard J.Connelly to Honorable Felipe Frydman (March 4, 1998)
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACHO

===

Paseo Coldn 221 - Piso 10°
1339 - Buenos Alres - Argentina

Tel,; 331-5540/47
Fax: 331-5548/6549

Even if that is true, however, the Chamber does not believe that it would support such a wide
digcrepancy in price, and it not aware of any detailed economic analyais supporting the oloim
that the prices DNSC is considering represent fair market value for the Stockpile material. It
also appears that the prices DNSC is considering are well below actual U.S. costs with respect
to this material. The Chamber believes that the quebracho now being disposed from the
stockpile was purchased by the U.S. in the early 1950°s at prices around $ 220/$ 250 per ton.
Thus, the price DNSC is now considering is lower than the original purchase price and does
not reflect the U.S. cost of 40-55 years’ warehousing of this material.

and Avoid Market Distuption

In disposing of Stockpile materials, DNSC is obligated “to the maximum extent
feasible . . .to avoid undue disruption of the usual markets of producers, processors and
consumers of such materials.”? The U.S. courts have held that a significant break in the market
price for a sighificant Juailily Ol walaial — previsely he silualion now developing with
respect to Stockpile quebracho sales — constitutes just the type of “undue disruption™ that must
be avoided.® The courts also have required DNSC to perform detailed and sophiscated
economic analyses to demonstrate that Stockpile sales do not run afoul of this requirement.*

In authorizing Stockpile tannin sales, Congress has repeatedly reiterated its desire to
avoid market disruption and has added new protections to ensure that it does not occur. The
Defense Authorization Act of 1992 directed DOD to begin disposing of specific Stockpile
materiales thought to be “excess or obsolete” including vegetable tannins.’

However, during the hearings on the bill the Departments of Commerce and State
presented testimony warning against disposals that would disrupt international markets and
cause unnecessary harm to the interest of friendly nations ® As a result, the bill included what
is now §10( ¢ ) of the Strategic and Critical Materials Stockpiling Act (50 U.S.C.§ 98h-1( ¢ ))
which requires the President to establish a Market Impact Committee, and requires the
Stockpile Manager to consult the Committee and consider its recommendations prior to
finalization of the AMP for any year. The 1992 provision authorizing Stockpile tannin sales

250 U.S.C. § 98c(b)(2)(1998)

? See,e.g.,Associated Metals Corp v.Carmen, 704 F.2d 629 (D.C.Cir. 1983);
Howes Leather Co.Inc.v.Golden, 681 F.Supp.6 (D.D.C.1987)

* 1d.,see also Minor Metals v.United States, 38 Fed.C1.16 (1997)

* See HLR Rep.No.102-527, 102d Cong.,2d Sess.371 (1992)

$1d. at 372
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACHO

—

Passo Colén 221 - Plso 10° Tel.: 331-5540/47
1388 - Buenos Aires - Argentina Fax: 331-5548/5549

expressly conditions such sales on prior consultation with the Committee and consideration of
. . 7
its views,

Despite this clear congressional interest in avoiding disruption of international tannin
markets, the Chamber is not aware of any attempts by DNSC to analyze the economic
consequences of the recent changes in quebracho disposal 2‘plans, or to consider the advice of
thes Market Impart Cnmmittee with respect to thoge plane.” A¢ discussed above, the Chamber
is convinced that any reasonable analysis of DNSC’s plans would demonstrate sustantial
disruption of international quebracho markets. At the very least, however, DNSC cannot
proceed with current plans of quebracho disposal without conducting a detailed analysis of the
likely effects on international markets, including detailed consideration of the issue by the
Market Impact Committee and DNSC consideration of the Committee’s resulting advice.

The Chamber is Obligated to Protect
Thae drpenting Ouehnseha hndusery

The Chamber belleves that the interests of both DNSU and thé Uhamber would best be’
served through agreemont on 3 more reasonable plan for Stockpile quebrachs disposal.
Alternatives that might be considered include a return to the prior focus on sales in small
quantities in U.S. domestic markets or prices more reflective of the prevailing market price.
The Chamber has repeatedly affirmed its desire and its commitment to work closely with
DNSC to attain these goals, or effect any other reasonable altemative that DNSC might
propose.

However, the Chamber is obligated to protect the interests of the Argentine tannin
industry, which is suffering serious economic harm because of DNSC’s current plans. The
U.S. courts look closely at claims that Stockpile sales are causing market disruption, and will
enjoin sales that do not comply with applicable legal requirements.” The Chamber also would
qualify as an “interested party” capable of protesting Stock{)ile quebracho sales under the
relevant provisions of the Federal Acquisitinn Regnlatians.'® Should DNSC refuse to adopt
reasonable revisions to its current plans, the Chamber will not hesitate to avail itself of these
and any other available legal or other means for avoiding the economic disruption that is
certain to result if DNSC implements its current plans.

? Pub.L.102-484, §3302(b), 50 U.S.C. §98d Note (1998)

® Thoro io no mention of the Commuttee’s vicws in (e 1998 Repuil o Comprens, and In any evemt
the prices reflected in that Report are substantially above those DNSC is now considering,as
discussed above

? See, e.g., Associated Metals Corp.v.Carmen, 704 F.2d 629 (D.C.Cir.1983);,

Minor Metals v.United States, 38 Fed.Cl1.16 (1957);, Howes Leather Co., Inc.v.

Golden, 681 F.Supp. 6 (D.D.C.1987).

1 See 48 CFR § 33.191 (1997)
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACHO

=

Paseo Colén 221 - Piso 10°
1399 - Buenos Alres - Argentina

Tel.: 331-8540/47
Fax: 331-5648/6549

FUTURE ACTIONS

Wo cuvisage the fbllowlng steps as eritical to amve to a non confrontational solution;

1. That DNSC avoid targeting our international markets by not participating in any
International Leather Fair or event.

2. That DNSC establish as a condition of any future disposal, that the material - processed or
© not~ cannot be exported from the USA.

3. That DNSC adjust prices of quebracho disposals to fair market value, avoiding
egregiously low prices that generate serious disruption of international quebracho
markets. Price adjustment should also reflect basic parameters such as original purchase
price and cost of warehousing of this material.

4. Given the negative contribution to the U.S. Government budget vis a vis the costs
(accounted for or not) of maintaining this stock, the negligible size of these releases
vis a vis DNSC’s total assets, and the severe damage caused to a small, regional,
vulnerable industry, DNSC should consider the complete physical disposal of this
material. Its non toxic nature makes this alternative totally feasible and could provide for a
fast availability of warehousing facilities at present devoted to this material.

The Chamber believes it is clearly in the best interest of both parties to reach a
mutually acceptable agreement on these issues, and still stands willing to work closely
with DNSC in the above mentioned alternative within the following months,
Unfortunately, our cooperative horizon does not allow for further damage to our industry
in a longer time frame.

Sincerely,

il et

Horacio Barilatti B.
President
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO Ot QUEBRACHO

s -

Paseo Cclén 221 - Pice 109 ____ - Tel.: 31-9540/47
1299 ~ Bucnos Alrcs = Argontina - Fax: 301-5343/C5549
'FAX MESSAGE
TO: Mr Richard Meyers DATE: October 29, 1999-10-29
Co-Chzirman

Mearkezng Impact Commuitiee

"RCM: Heracio Barjlatti B. PAGES: 3
President

Therk you for your letter of October €, 1999, requesting add:tional informaticn that wo
wish the MAC 10 consider with respect to Stockpile disposal of Quebracho tannin in FY 2660~
2501

Cur concerns and the relevam economic data were presented in detail in our letter of
September 28, to which your October 6 letter responded. We are aftaching a table presenting
additional data on Stockpile releases of Quebracho as discussed in our letter and providing
further documentaiion of the increasing economic harm to our industry.

-1 acd:sion, it kas come to our antention that by news release dated August 6, 959,
DNSC repoiied the release of approximately 990 MT of Quebracho at a price of 3 17¢ per
MT. in loss then three momths, DNSC has sold cpproximately 1,450 MT of Quebracho, 2l at =
price approsimately one fifth of our average price. This amounts to approximately 2.5% of our
total world market.

We also ncie that the proposed Annuat Materals FPlan fo: FY 2000 and 2001 would
allow the Stockpile to sell up to 16,000 LT of Quebracho in each year. We strenuousty object
1c this proposal, which wculd be rulnous to our industry as demonstrated by the data ‘we have
provided.

With total industry volumes closer to 55,600 MT than to 60.000 MT in 1999, the
Anpual Materials Plan for Quebracho would wnount 1o alimost 30% of our wiorld mar.cet and
would undoubtedly destroy our industry in a very short time frame, particularly at the prices
DNSC has permitted.

The proposed 16,000 LT represcats alnost three times the voumes the U.S. muarket has
bought historically. This is a clear indication that the Annual Materials Plan 1s targeung our
international markets. We have already statzd taat the undue disruption caused by DNSC
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CAMARA ARGENTINO-PARAGUAYA DE PRODUCTORES
DE EXTRACTO DE QUEBRACHO

Paseo Colén 221 -~ Piso 10° Tel.: 381-5540/47
1299 - Buenos Alres -~ Argentina Fay: 331-5548/5849

releases over the past years, in the US Market alone, has been critical 1o the closure of several
Quebracho factories.

Were the international markets also reached by the DNSC action, the consequences
would be devastating to our industry.

Our letter of September 28 includes a list of recommended actions which we view as
critical to a mutually acceptable agreement with respect to future releases of Quebracho from
the Stockpile. We urge the MIC ta consider these measures caretully in view of the data we
have provided and the concerns we have stated. If necessary and appropriate, we would be
willing to address the committee in person, or to meet with you or other committee members,
1o discuss these issues more fully.

Sincerely.

2

w

1

Horacio Barilatti B,
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VEGETABLE TANNIN EXTRACT, _QUEBRACHO )

DNSC RELEASES AND CONSEQUENCES

Stockpile Stockpile - Exports to Average Price to

Releases Prices US Market US Market

-Tons- -§- -Tons- -3

Avg ’88-92 778 700 5375 750
93 8.145 399/382 4479 677
94 1.160 344/371 3.935 609
*9S5 56 - 3.135 654
‘96 1.418 271 2815 698
97 3.570 268 2636 | 720
98 1.517 239 2.177 720
Avg.93-98644) Price dropped 66% Exports dropped 60%

i 340% of Avg."88-92




EMBASSY OF THE
ARGENTINE REPUBLIC
WASHINGTON, D.C.

AMBASSADOR’S OFFICE - Washington DC, November 1st, 1999

Mr. William Alan Reinsch

Under Secretary for Export Administration
Department of Commerce

Washington, DC

Dear Mr. Reinsch,

I wish to refer to recent developments in the Defense National Stockpile
Center’s disposal policy for quebracho tannin and to its impact on international
markets, in particular on the Argentine quebracho industry.

As you are aware, quebracho tannin markets have declined considerably
worlwide in the recent decades. The Argentine quebracho industry, though
small, remains vital for employment and the regional economic prospects in the
Northeast Provinces of my country. Our industry and the region concerned are
thus highly vulnerable to international market trends and have undergone a
dramatic adjustment to changing patterns in demand in the recent years. A
significant number of establishnments have been forced to close down.

Against this background, disruptive disposal practices by the DNSC, which
escalated in 1998-1999, have further affected our industry’s prospects and
resulted in a huge drop in sales to the US market in particular and to world
markets in general.

in the enclosed letters sent by the Argentine-Paraguayan Chamber of
Quebracho Tannin Producers to the DNSC and the Market Impact Committee
you will find a detailed chronology of events and all relevant information.

in this regard, | would like to draw your attention to a particular cause for
concern: in a 3-month period (June-September 1999) the DNSC has sold
approximately 1,500 MT of quebracho tannin (amounting to 2,5% of annual
sales by the Argentine-Paraguayan Chamber) at prices equivalent to only one
fith of the Argentine average price. The DNSC disposal price cannot be
construed as representing a fair market value for stockpile material that has
been warehoused for the last 50 years.



It is also disturbing to note that the proposed Annual Materials Plan for FY
2000 and 2001 would allow the Stockpile to dispose of up to 16,000 LT of
quebracho in each of these years. This amounts to aimost 30% of the
Chamber's worldwide annual sales. Stockpile releases in the proposed
quantities would inflict a severe damage on the Argentine industry, particularly
at the prices that the DNSC has recently permitted.

The Department of Commerce -as co-chair of the Market Impact Committee-
has a responsibility in ensuring that the DNSC disposal practices avoid undue
market disruptions for producers, processors and consumers of quebracho
tannin. | therefore request that the impact of these practices on the Argentine
quebracho industry be fully taken into account by the MIC in determining
quantities to be released and that DNSC disposal prices be adjusted to reflect
fair market values.

Furthermore, | would request you to give due consideration to the Argentine-
Paraguayan Chamber suggestion concerning the physical disposal of obsolete
reserves of this material, as a feasible and cost-efficient option for dealing with
the remaining stock.

Yours truly,

~. i N
B W S
. .

Diedo\R:-Guelar
Armbassador

Jl

cc: Mr. David L. Aaron, Under Secretary for International Trade
Mr. Richard Meyers, Co-Chairman Market Impact Committee, Office of
Strategic Industries and Economic Security
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R Russell C. Wisor

Vice-President, Government Affairs

November 01, 1999

Richard V. Meyers

Co-Chair

Stockpile Market Impact Committee

Office of Strategic Industries and Economic Security
Room 3876

U.S. Department of Commerce

14™ and Constitution Avenue, NW

Washington, DC 20230

RE: NATIONAL DEFENSE STOCKPILE MARKET IMPACT
COMMITTEE REQUEST FOR PUBLIC COMMENTS

Dear Mr. Meyers:

Enclosed is the submission (10 copies) of Alcoa Inc. regarding the October 08,
1999, notice published in the Federal Register seeking comments on the potential market
impact of proposed disposals of certain material quantities under the FY 2000 and FY
2001 Annual Materials Plan (AMP) of the National Defense Stockpile. Alcoa’s
comments will focus only on the disposal levels of Surinam-type bauxite from the
National Defense Stockpile.

If you have any questions or need additional information, please do not hesitate to
contact me.

Sincerely,

Brasnirseno—.

1667 K Street NW. Suite 500 Washington, DC 20006 USA Telephone: (202) 956-5306 Fax: (202) 956-5305
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COMMENTS OF
Alcoa Inc.

SUBMITTED TO THE
OFFICE OF STRATEGIC INDUSTRIES AND ECONOMIC SECURITY
BUREAL OF EXPORT ADMINISTRATION
U.S. DEPARTMENT OF COMMERCE

ON THE
REQUEST FOR PUBLIC COMMENTS
OF THE NATIONAL DEFENSE STOCKPILE
MARKET IMPACT COMMITTEE
RELATED TO DISPOSAL LEVELS OF EXCESS COMMODITIES
FROM THE NATIONAL DEFENSE STOCKPILE

November 01, 1999



Alcoa Inc. appreciates the opportunity to comment on the disposal of Surinam-type
bauxite from the National Defense Stockpile. Alcoa is the world’s leading producer of
aluminum and alumina with 215 operating locations in 31 countries. The Company serves
customers in the packaging, automotive, aerospace, construction and other markets with a
variety of products.

Alcoa supports the National Defense Stockpile Market Impact Committee’s proposed
Fiscal Years 2000 and 2001 disposals of Surinam-type bauxite which would make available
1,500,000 and 1,000,000 long dry tons respectively.

Alcoa purchases a significant quantity of bauxite on a yearly basis to supply its Pt.
Comfort, Texas refinery. The Surinam-type bauxite is a good fit into the Company’s
refineries as a blend material along with our normal supply. Alcoa’s other domestic
refinery, for which we must purchase bauxite, is located in St. Croix, Virgin Islands.
Increasing the availability of the Stockpile’s Surinam-type bauxite at market prices would
allow the Company’s two domestic refineries some production flexibility as well as provide
additional income to the government.

In addition, Alcoa believes the quantities of Surinam-type bauxite being offered for sale
would have minimal impact on other world bauxite sales. The excess quantities to be
offered by the government represent less than two percent of total yearly global bauxite
production. Bauxite is usually purchased on long term contracts so the additional
Suriname-type tonnage would offset spot purchases by the consuming locations. The
additional bauxite would also help the disadvantaged U.S. plants that are dependent on
high priced, imported bauxite. It should also be easier for the government to sell the
bauxite at a good price at this time due to the high demand for alumina at the present time.

In terms of the effect this proposed change might have on Surinam, Alcoa does not believe
that disposals of Surinam-type bauxite will have any negative effects because bauxite is
no longer exported from the country.

In summary, Alcoa commends and supports the Market Impact Committee’s proposal to
sell all Surinam-type bauxite from the National Defense Stockpile.



COMMENTS OF

Alcoa Inc.

SUBMITTED TO THE
OFFICE OF STRATEGIC INDUSTRIES AND ECONOMIC SECURITY
BUREAL OF EXPORT ADMINISTRATION
U.S. DEPARTMENT OF COMMERCE

ON THE
REQUEST FOR PUBLIC COMMENTS
OF THE NATIONAL DEFENSE STOCKPILE
MARKET IMPACT COMMITTEE
RELATED TO DISPOSAL LEVELS OF EXCESS COMMODITIES
FROM THE NATIONAL DEFENSE STOCKPILE

November 01, 1999



Alcoa Inc. appreciates the opportunity to comment on the disposal of Surinam-type
bauxite from the National Defense Stockpile. Alcoa is the world’s leading producer of
aluminum and alumina with 215 operating locations in 31 countries. The Company serves
customers in the packaging, automotive, aerospace, construction and other markets with a
variety of products.

Alcoa supports the National Defense Stockpile Market Impact Committee’s proposed
Fiscal Years 2000 and 2001 disposals of Surinam-type bauxite which would make available
1,500,000 and 1,000,000 long dry tons respectively.

Alcoa purchases a significant quantity of bauxite on a yearly basis to supply its Pt.
Comfort, Texas refinery. The Surinam-type bauxite is a good fit into the Company’s
refineries as a blend material along with our normal supply. Alcoa’s other domestic
refinery, for which we must purchase bauxite, is located in St. Croix, Virgin Islands.
Increasing the availability of the Stockpile’s Surinam-type bauxite at market prices would
allow the Company’s two domestic refineries some production flexibility as well as provide
additional income to the government.

In addition, Alcoa believes the quantities of Surinam-type bauxite being offered for sale
would have minimal impact on other world bauxite sales. The excess quantities to be
offered by the government represent less than two percent of total yearly global bauxite
production. Bauxite is usually purchased on long term contracts so the additional
Suriname-type tonnage would offset spot purchases by the consuming locations. The
additional bauxite would also help the disadvantaged U.S. plants that are dependent on
high priced, imported bauxite. It should also be easier for the government to sell the
bauxite at a good price at this time due to the high demand for alumina at the present time.

In terms of the effect this proposed change might have on Surinam, Alcoa does not believe
that disposals of Surinam-type bauxite will have any negative effects because bauxite is
no longer exported from the country.

In summary, Alcoa commends and supports the Market Impact Committee’s proposal to
sell all Surinam-type bauxite from the National Defense Stockpile.



Nov-08-89 16:40 From-V L B MH 1 +20200000000 T-665 P.02/05  F-488

i e-2

/T\

iy -
AL

X,

|| SO0 { U0 |
\—/
PLATINUM GUILD INTERNATIONAL (USA) INC.
675 Third Avenue, Suite 1600
New York, NY 10017
Phone 212 661-1188 Fax 212 661-3498
www.platinumguild. org

November 8, 1999

Mr. Richard V. Meyers

Co-Chair

Stockpile Market Impact Committee

Office of Strategic Industries and Economic Security
Room 3876

U.S. Department of Commerce

14™ Street and Constitution Avenue

Washington, DC 20230

Dear Mr. Meyers

As a world-wide association with a direct and fundamental interest in platinum group
metals ("PGM"), Platinum Guild International ("PGI") appreciates this opportunity to express its
view regarding the United States Defense Department's pending proposal to sell its surplus
metals, particularly platinum and palladium currently held in the United States National Defense
Stockpile ("Stockpile"), published in the Federal Register October 8, 1999. The Defense Logistics
Agency ("DLA") has recommended that the Defense National Stockpile Center ("DNSC") sell no
more than 125,000 troy ounces of platinum and 200,000 troy ounces of palladium in both FY
2000 and FY 2001. Should DNSC dispose of the maximum proposed amounts of platinum and
palladium, the world's PGM markets will be adversely unpacted. Because plummeting world
PGM prices would, in turn, harm the fragile stability of emerging market economies such as those
in Russia and South Africa as well as the successful United States Mint's Platinum American
Eagle coin program, PGI recommends that the Market Impact Committee exercise caution in the
disposition of PGMs. Specifically, the Market Impact Committee is urged to embrace a prudent
disposal schedule, as set forth below, to avoid adverse market reactions in the United States and
abroad.

The Platinum Market

The worldwide platinum market is a relatively small and illiquid market. As most of the
world's platinum is sold forward to industrial consumers, even small changes in market supply
tend to have a dramatic impact on prices. To give some perspective, reported market inventories
for both the Tocom and the Nymex, combined, averaged just 96,000 ounces for the first half of
1999. Another comparison of scale is that gold trading volume on the Comex is 29 times greater
than that for platinum on the Nymex. Apparently small quantities injected into the market become
in actuality significant portions of total market activity.
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According to the South African Department of Minerals and Energy, the emergence of
DLA platinum and palladium iz June and July of this year contributed to the depressed prices of
$348 and $288 respectively. This was a decline from the average price for platinum in 1998 of
$366, and a sharp drop from palladium prices seen earlier in the year. While the total amount of
DLA platinum sold this year, 100,000 ounces, will probably amount to less than 2% of 1999's
total supply, due to the dynamic described above it was enough to make average prices for
platinum in 1999 through the third quarter (at $353.89) the lowest since 1985 in nominal terms.
This is despite demand expansion that has grown at an average annual rate of over 5% during that
same period. The dramatic decline in prices resulting from DLA's introduction of excessive
amount of platinum and palladium into the market this year is likely to be magnified with DLA's
proposed disposal of platinura which is at a level that is 25% higher than this year's sales. These
additional proposed sales of platinum and palladium will have a significant impact on the fragile
economies of the emerging nations of South Africa and Russia.

South Africa

South Africa is the world's largest producer of platinum and the second largest producer
of palladium. Should DLA embrace a disposal schedule that floods the market with large
quantities of platinum and palladium, the nation's mining industry will be adversely affected. The
mining industry has been the comerstone of South Africa's economy for over 100 years and the
nation’s dependence on mining remains significant. South Africa has an estimated unemployment
rate of 30%. Mining comprises 9% of its overall labor force, of which 17% (91,000 people) is
comprised of the platinum group metal mining sector. Should the precious metals market be
mundated with the stockpiled inventory, the inevitable resultant drop in the prices of these
precious metals would directly and negatively impact South Africa's economy, particularly its
uncmployment rate.

Employment is the biggest crisis issue facing the country, and as scen in the gold sector,
there is a strong inverse relationship between metals prices and employment levels. In 1997, gold
prices suffered from a downward slide when central banks sold large quantities of their reserves.
South Africa, as the world's leading producer of gold, was hit the hardest, and is still struggling to
recoup the loss in jobs and export revenues due to drops in gold production. As such, these
concerns with platinum and palladium are even more grave when combined with the problems
already being felt from the turbulence of the gold mining industry. Considering the economic
importance of South Africa to the rest of sub-Saharan Africa, it should be with great care that the
U.S. government considers any action that might harm South Africa's economic condition.

South Africa's real GDP was estimated to be $290.6 billion in 1998, with a small growth
rate of just 0.3%. South Africa's per capita purchasing power parity was just $6,800. The
Republic of South Africa currently eams approximately 17% of its total mineral sales value of
R71.5 billion (about US $12 billion) from platinum group metals sales.

Russia

Russia is the world's second largest producer of platinum and also dominates world-wide
palladium production. Clearly, Russia's limited economic success is also highly dependent upon
the platinum and palladium markets. While specifics about the Russian platinum industry are
difficult to come by, a number of national figures vividly illustrate the relative importance of
platinum and palldium exports to Russia's economy. For example, Russia's real GDP growth rate
was a pessimistic -5% in 1998. Per capita GDP was at $4,000, and 28.6% of the population
operated below the poverty line. The September, 1999 official unermployment rate was 12.4%,
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unchanged from August. Moreover, the U.S. dollar value of total exports was $71.8 billion for
1998. Using the best industry estimates, the total value of platinum and palladium exports from.
Russia last year was about US $2 billion, or nearly 3% of total export eamings. Considering the
amount of international aid being directed at Russia, it would be worthwhile to consider avoiding
action by the U.S, that might harm their currently profitable operations.

The US Miat's Platinum American Eagle Coin Program

In 1996, the production of the first American platinum coins was authorized by Congress.
This platinum coin program was made possible through the cooperative effort of DLA and the
U.S. Mint. The agreement provided for the loan of 200,000 troy ounces of platinum from the
National Defense Stockpile to the U.S. Mint. This agreement provides the U.S. Mint with the raw
material needed to begin design and production of the coins. The proceeds from the first sale now
ensures the continuation of the coin program.

The U.S. platinum coin program is one of only three programs of significance in the
world and can only be characterized as a complete success. Since the Platinum Eagle program
was launched in June of 1997, the program has generated over 300,000 cunces in bullion coin
sales revenue. The Proof Platinum Eagle program has generated additional sales of over 80,000
ounces. The bullion and proof programs combined have total related revenues in the area of $170
million dollars. The Platinum American Eagles currently command over 80% of the world market
share, and are likely to capture 90%, gaining further prestige and pre-eminence for this symbol of
America. In addition to the international prestige conferred by a successful platinum coin
program, the Department of the Treasury relies upon profits from its coin programs to offset
department expenses.

PGI's concern is that the required sale of excessive amount of platinum will very likely
require the Defense Logistics Agency to exercise its option under its agreement with the Mint and
demand the return of its loaned platinum in short order. Such a demand would leave the Mint
little alternative but to tumn to the open market and purchase (or lease) replacement platinum.
Federal appropriations to the Mint do not provide for such a purchase. Nor is leasing a
commercially viable option. The program operates with a very narrow profit margin. Lease rates
ranging anywhere from 4% to over 20% per annum would obliterate this margin, making the
entire program economically unfeasible. However, such an unfortunate and unnecessary result
can be averted by your recommendation to dispose of much smaller, and more prudent, quantities
of platinum from the Stockpile.

Our Proposed DLA Platinum Stockpile Liquidation Schedule

In the interest of mitigating the adverse impact of DLA stockpile sales of platinum, we propose
the following sales schedule (based on the September, 1999 inventory figure of 342,357 troy
ounces) that will both meet the U.S. government's long-term budget requirements while
minimizing the harm caused to the platinum market and the Eagle program;

FY2000 - 18,000
FY2001 - 36,000
FY2002 - 72,000
FY2003 - 96,000
FY2004 - 120,000
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This more orderly liquidation schedule should allow platinum market participants the time to
adjust to expccted supply coming to the market from the US government.

Conclusion

The Market Impact Committee is charged with the development of a plan to dispose of
PGMs in a manner that both respects the stability of the market and maximizes sales profits to the
Federal Treasury. The disposal amounts contained in the Annual Materials Plan ("AMP") fails in
both respects: it will cause unnecessary disruptions in the market and it will needlessly depress
prices paid to the United States for the materials. The disposal of stockpiled precious metals must
be undertaken with extreme caution, and with an understanding of the peculiarities of these
markets and their impact on emerging economies such as that of the Republic of South Africa and
of the Russian Federation. PGI urges the Market Impact Committee to support disposal levels of
platinum and palladium that do not adversely impact the developing economies of South Affica
and Russia but also ensures the continued success of the US Mint's high profile, successful
platinum bullion coin program. The ramifications of the current liquidation levels contained in the
AMP reach far beyond the immediate budgetary benefits that such liquidations would derive.

Thank you for your attention to this important matter.

Sijcerely,
L Y e
¢s Luben

We have requested further information from the South African government regarding the
expected impact of the existing liquidation schedule on the South African mining industry and its
economy in general, The information they produce will be forwarded as a follow-up to this
presentation.
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December 7, 1999

Mr. Richard V. Meyers

Co-Chair

Stockpile Market Impact Committee

Office of Strategic Industries and Economic Security
Room 3876

U.S. Department of Commerce

14¢th Street and Constitution Avenue L
Washington, DC 20230 - P

Dear Mr. Meyers R R

Qn November 8 1999 Platibum Guild Intcmauonal("PGI"), a: world—wxde uade association. . .
with a direct and f\mdamental interest in platinum group metals ("PGM"); subuutted comments’in .
regard to the United States Defense Department's pending proposal to sell-its surplus: metals
-particularly platinum and palladium currently held in.the United States: National -Defense: Stoclqnle
("Stockpile™). This letter is intended to supplement the mfonnanon on South Africa contained in our -
initial filing and contains informarion we recently received from Amplats; and its wholly owned -
subsidiaries Rustenburg Platinum Mines (RPM), Potgietersrust Platinum Limited (PPRusr), Lebowa
Platinum Mines Limited (Leplats) and Amplats lelted This group of compames is by far the
world's largest producer of PGMs.

The Defense Logistics Agency ("DLA") has recommended that the Defense National Stockpile
Center ("DNSC") sell no more per year than 125,000 troy ounces of platinum and 200,000 troy ounces
of palladium in both FY 2000 and FY 2001. PGI discussed the adverse impact the disposal of the
maximum proposed amouynts of platinum and palladium would have on the world's PGM markets. In
panticular, PGI discussed the harm plummeting world PGM prices would have on the fragile stability
of emerging market economies such as those in Russia and South Africa, as well as on the successful
United States Mint's Platinum American Eagle coin program.

According to 1996 census figures, the population of South Africa was 40,583, 573. Non-
agricultural formal employment in South Africa has declined at an average annual rate of 1% from
1989 to 1996, according to the 1998 Budget Review. This amounts to a net loss of about 390, 000
formal sector jobs. Between the fourth quarters of 1996 and 1997, employment in the formal non-
agricultural sectors declined by some 2.7%, according the Central Statistical Service (CSS). The
Reserve Bank attributes this decline in employment to the restrucruring and rationalization of work
practices by producers confronting domestic cost pressures, aggressive foreign competition and weak
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international commodities prices. Moreover, domestic exporters have been forced to downwardly
adjust their workforce in response to-the abolishment of export subsidies.

In addition, since 1994 the decline in South Africa’s employment figures has focused in three
sectors, including mining. The plummeting gold price during the last quarter of 1997 was a major
contributing factor to the loss of mining jobs. It is PGI's concern that should platinum and palladium
be sold at amounts resulting in a price decline comparable to the one experienced with gold, additional
mining positions will be lost needlessly. Mining jobs contribute greatly to the economy of South
Africa, There are 440,200 individuals employed in the mining industry, 94,000 of whom are
employed by the PGM industry according to the March 1999 Chamber of Mines - Statistics
Department. It is critical that the Market Impact Committee (MIC) not embrace a policy that adversely
impacts the PGM prices, which would cause South Affrica's unemployment rate to escalate. According
to the South African Institute of Race Relations' study on unemployment, at the 1996 growth rate,
unemployment could deepen by up to two percentage points per year. Moreover, the study estimated
that in 1996 the unemployment rate stood at 24 % of the economically active population.

In addition to relying on the jobs that flow from mining platinum, South Africa's economy is
dependent on benefits derived from the exportation of platmum South Afrlca s 1998 platmum group
metal expott sales are estimated at over $2.07 billion: - Toedia :

($ millions) = |
Platnum = $ 1,347

- Palladium .- . 496 - . R SRt
Rhodlum ',“ DR . B L
Total $2073_ o o S

' 'The ecbnomics of mining for these meral$ in South:Africa is that palladium and rhodium are -
historically dependent upon the commercial proﬁtablllty of platinum production: If platinum. prices
suffer, production will decline and so too will earnings for all of the platinum group metals, putting
this vital sector of the mining industry at risk. The harm this would cause to South Africa's economy is

* considerable, in light of the employment situation described above and because 4% of South Africa's
export eamings in 1998 were based on platinum exports alone. .

Clearly, the fragile, burgeoning economy of South Africa is reliant on a robust PGM market.
Should the MIC endorse a policy thar calls for the rapid disposal of PGM, South Africa will be
materially and adversely impacted from the loss in jobs and the decline in export earnings. It is for
this reason, as well as the reasons articulated in PGIs October 8th comments, that PGI strongly urges
the MIC to call for a prudent and reasonable sale of PGMs from the stockpile.

cerely,

ac ben / Kimberly Day
Plgtintufi Guild Inrernational (NY)

Cc:  James Courage, PGI London
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STATEMENT OF ERAMET MARIETTA INC.
_ MARIETTA, OHIO
SUBMITTED TO THE
NATIONAL DEFENSE STOCKPILE
MARKET IMPACT COMMITTEE
PURSUANT TO

CHROMIUM METAL

Contact:

Robert N. Pyle, Government Relations
Eramet Marietta Inc.

1223 Potomac Street, NW
Washington, DC 20007-3212
Telephone: 202-333-8190

Facsimile: 202-337-3809

1

ERAMET MARIETTA  PO. BOX 299 MARIETTA, OHIO 45750-0299
TELEPHONE: (740) 374-1000 TELECOPIER: (740) 374-1386



Eramet Marietta Inc., formerly, Elkem Metals Company, Marietta, Ohio is the
sole producer of high purity Chromium Metal in the United States. As the only U.S.
producer of Elect;olytic Chromium (EICr) and vacuum degassed Chromium (EICr VG),
we object to the proposal in the revised FY 2000 Annual Materials Plan to sell up to 500
tons per year of Chromium Metal from the Defense National Stockpile. From 1991 to
1994, Elkem supplied almost 60% of the current total inventory of EICr VG in the
stockpilee. The DNS added approximately 788,031 pounds of VG in FY 1991,
2,157,571 pounds in FY 1992; 1,598.826 pounds in FY 1993; and 1,841,851 pounds in
FY 1994, the last year of the program. All of this was produced by Elkem at Marietta.

The current inventory of Chromium Metal in the Defense National Stockpile is
one of only four items in deficit. EICr VG is a critical and strategic metal that is a major
component of gas turbine engines and essential in several aircraft and aerospace
applications.

- The National Materials Advisory Board, Commission on Engineering and
Technical Systems and the National Research Council, a branch of the National Science
Foundation issued a report in 1995 which concluded that the U.S. should maintain its
reserves of Chromium Metal. The general conclusions and recommendation of NRC

report (NMAB-480) is summarized as follows “the Committee recommends that the



National Defense Stockpile maintain and continually upgrade to industry standards a
sufficient quantity of high purity Chromium Metal to meet the industry’s needs in the
event of an emergency.” The report cites the lack of domestic alternatives, supplier
reliability and several scenarios for the disruption of supplies. A copy of the study was
included in Elkem’s submission in 1997 to the Market Impact Committee.

Current inventories of Chromium Metal in the Defense National Stockpile could
accommodate the U.S. aerospace and aircraft industries for approximately 2 years. The
committee report suggests this material is available in sufficient quantities to allow for
start-up of new production facilities in the advent of an emergency. We find exception
with the quality assumptions and applicability of the lower grade chrome metal which
contains Sulfur greater than 50 parts per million and Nitrogen greater than 60 parts per
million; as well as the ability to start up a new or inactive production facility.

World demand for high purity Chromium Metal languishes at approximately
20,000 metric tons per year. The majority of this demand is met with the production of
17,000 tons of alumino-thermic (AT) Chromium from various foreign sources. Eramet
produces about 3,000 tons of high purity Chromium Metal (EICr) a year. Of this, less
than 1,200 is degaséed vacuum grade (EICr VG). We are very concerned that our
limited market share would be severely impacted by proposed sales of up to 500 tons of
Chromium Metal from the DNS. This is approximately half of Eramet’s, the sole U.S.
producer, annual output of EICr VG, or the equivalent of one sixth of its total
production of EICr.

We would prefer that no chromium be sold, or that alumino-thermic (AT)



Chromium be sold first. Should the Market Impact Committee allow sales of high purity
Chromium Metals, quantities for total annual sales should be limited to not more than
300 tons, and it should be restricted to not more than 1/3 EICr VG (100 tons) and 2/3
AT Chromium (200 tons). We would also recommend that the DNSC sell poorer quality
material, with high sulfur and nitrogen, first. Finally, we would request an option for the
right of first refusal for the purchase of any sales in order to prevent market disruption by
the DLA.

In conclusion, our comments have illustrated the limited scope of the proposal to
sell this material given the findings of the National Research Council, the potential harm
to the domestic industry, and our concerns about the DLA’s ability to sell materials into
depressed markets. We have stated terms under which the sole U.S. producer could
compete with sales by the Federal Government. We ask the Market Impact Committee
to reject the request for disposal authority to sell Chromium Metal unless the domestic
industry’s requests are accommodated.

Eramet welcomes an opportunity to meet with the Market Impact Committee to

discuss Chromium Metal disposal from the Defense National Stockpile.
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November 4, 1999

Mr. Richard V. Mcyers

Co-Chair

Stockpile Market Tmpact Committee .
Office of Strategic Industrics and Economic Sccurity
Room 3876

U. S. Department of Commerce

14" Strect & Constitution Avenue N.W.
Washington, DC 20230

Re:  Comments on Potential Market Impact of Proposed Disposal Levels in Annual
Materials Plans for I'Y 2000 and FY 2001.

OSRAM SYLVANIA, a U.S. manufacturcr, files herewith 1ls comments on the potential
market impact of proposed disposals of tungsten ore concentrates from the Defense
National Stockpile as sct forth in your Committee’s Federal Register notice of October 8,
1999 (Volume 64, Number 195.)

If you or any member of the Commntiee has any questions, please contact me at (570)
268-5526.

Yours Truly,
%/‘vf—ﬂ,

Brian M. Ross
Matcrials Manager

Enclosurc

Talephone (57D) 268-5000 Hawee Straet
OSRAM SYLVANIA www.sylvinia.cai Fax (H700) 268-5 167 Towandz, A 10040 0504
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POTENTIAL IMPACT OF PROPOSED
FY’2000 AND FY’2001 ANNUAL MATERJALS PLAN
FOR TUNGSTEN ORE CONCENTRATES

OSRAM SYLVANIA, a U.S. manufacturer wath ovcr ten thousand (10,000)
employees in twenty-nine (29) statcs, submits the following comments to the National
Defense Stockpilc Market Impact Committee on the proposed Annual materials Plan for
FY 00 and FY’0! as requested in the l'ederal Registry (64 Fcd. Reg. 54863 et seq.
(October 8, 1999).

The purpose of the Committee’s analysis is to fulfill the statulory rcquirements
that cfforts be made “ to avoid undue disruption of the usual markets of producers,
processors and consumers” while maximizing revenucs for the U.S. (50 U.S.C Sec.,
98c(b)).

It is clear that “undue disruption” and scrious harm to the U.S. Tungsten
manufacturing industry would arise from the release of too little, not too much, tungsten
ore concentrates from the DILA stockpilc.

Industry events of 1999 have not altered the [act that the U. S. tungsten industry
still faces an impending and critical shortage of available tungsten ore concentrates, a
matcrial OSRAM SYJ,VANIA and other U.S. tungsten products manufacturers require
for their operations. From a supply standpoint, the shortagc is driven by the following
factors:

(1) There is NO U.S. mining of tungsten ore (and has not been since 1988) Sce
(JSGS — Tungsten — 1998 Annual Review pg -2 ( Enclosure 1); USGS — Tungstcen —
1997 Annual Review pg 1-2 ( Enclosure 2);Avocet Mining PLC 1999 Annual Report, pg
3. ( Enclosure 3).

(2) The previously utilized Soviet inventory of ore and concentrates is largely
depleted, with most remaining stocks being consumcd for internal downstream
convcrsion and for consumption within the Soviet economy.

(3) Supply of ore concentrates from the Peoples Republic of China (PRC) has not
occurred since 1991 with the 151% U.S. anti-dumping duty in place. Even with its
impending removal on January 1, 2000, exports of ore concentrates from the PRC arc not
going to occur in the loresecable future, as discussed herewithin.

(4) Waestern mining (outside of China) production has declined dramatically as
numecrous mine closures and reduced output operatlons are the result of an industry in the
midst of depressed price levcls.

U.S. wngsten products manufacturers, including OSRAM SYLVANIA, consume
approximatcly fourtcen million pounds/year of tungsten ore conccntrates to produce
tungsten products for the machine tool, lighting, automotive, mining, oil drilling, defense
and other U.S, industries. OSRAM SYLVANIA itself consumcs approximately eight
million pounds/ycar of tungsten ore concentrates at its Chemical & Metallurgical
Products facility at Towanda, Pennsylvania, which produccs tungsten chemicals,
powdcrs, wire and fabricated parts. See OSRAM SYLVANIA Precision Materials &
Componcnts pp 9-10 (Enclosurc 4)
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The main source of tungsten ore concentrates for U.S. industry for the past five
ycars had been the former Soviet Union, where an existing inventory of raw material has
not becn nceded for what had been largely Soviet defense industry consumption. From
1994 — 1998, axports of ore concentrates lo the U).S. was approximately 6500 metric tons
annually (W contained) - - approximately - fifty percent (50%) of U.S. mdustry’s annual
consumption. It must be pointed out that the massive “sell-ofT” of the former Soviet
Union stockpile were uncontrolled sales that had no relationship to production or market
costs. Although U.S. import records continue to show imports [rom Russian, this
material represents the last tonnage of “prior”releases that have been warehoused in
Europe the past few years. In other words, the Russian stockpile is coming to an abrupt
cnd in the very near future. Since February of 1998, no “new” releases of major tonnage
have occurred and what remains is now being diverted to internal downstream conversion
(AP & oxidc) primarily for domestic consuniption. Metals Bulletin June 29, 1998 pg. 11
—Inclosurc 5) & Metals Bulletin April 20, 1998 pg 2 ( Enclosure 6).

China has seventy percent (60%) of the world’s in-ground reserves of tungsten
orc. Howcver, this source has been unavailable to the U.S. industry since 1991 because
the U.S. has imposed a one hundred fifty one per cent (151%) anti-dumping duty on
imports of Chinesec ore.

This past summer, the U.S. Dept. of Commerce conducted a sunset review on this
anti-dumping duty imposed in 1991. No parties filed positions in the support of the duty.
As aresult, the anti-dumping duty will be lifted cffective January 1, 2000. However,
rcmoval of this duty will not result in any sourcing of ore concentrates from China in the
ncar future. High ranking Chinese industry & government officials have recently publicly
statcd (Mctal Bulletin — 21, Oct 1999- pg 12 (Enclosure 7)) at the 1999 Intcrnational
‘Tungsten Industry Association meeting in Japan, that China has no intent to sell ore
concentrates. The China’ tungsten industry halted their formal ore cxport program three
years ago and their clcar objcctive is to move to sell value —added, downstream products
while cutting off the supply of tungsten raw material & intermediates (i.e. Ammonium
Paratungstate - APT). APT, which is chemically processed (rom tungsten ore
concentrates, is the primary tungsten commodity traded in the market. China dominates
APT production and pricing. China has skirted the referenced U.S. ore tarift by shifting
to downstream: AP’ production and dumping APT and products therelrom (tungsten
powder, tungsten carbide powder, sintcred carbide and milled products) into the U.S. at
below market pricing. Chinesc APT compctes with APT production ( via ore concentrate
feed) of OSRAM SYLVANIA and other U.S. producers of APT. Chinesc umports of APT
into the U.S. have increased by 350% and of tungsten and carbide powders by 1000%
over the past few ycars. The Chinese are eroding the U.S. Tungsten processing and
products vertically, level by level. These imports are displacing demand for produets
manufactured in the U.S> from tungsten ore concentrates and resultant intermediates.
The Chinese stratcgy amounts to a serions trade practice violation and is not in the spirit
of a “free trade”, opcn market cnvironment and if ultimately followed, will inflict serious
damage to the cntirc U.S. tungsten industry.
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U.S. producers of AP’I’ (consumers of tungsten ore concentrates), such as
OSRAM SYLVANIA, and their customers need sources ol tungsten ore concentratcs.
The continued. relcase of ore concentrates from the U.S. Defense national stockpilc is a
nccessary, irreplaceable and critical supply source ol ore concentrates given the scrious
reduction of supply from the Russian stockpile, western mining and China’s coordinated
no-trade policies of ore concentrates. The successlul 1999 DLA sales program of three
million pounds demonstrated that the market demand for UJ.S. DLA matcrial could be
sold at a fair market price. Given these factors, OSRAM SYLVANIA urges the market
impact committee to not only approve the three million pounds salcs ceilings for ore
concentrates, hut raise the sales ceilings to five million pounds for both FY’00 and FY’01
AMP plans. It must be understood that five million pounds represents slightly less than
8% of the total primary worldwidc tungsten supply. At these low percentages, there is
little risk of causing a negative pricing impact on the market. The market demand will
support the added supply cspecially considering the reduction of ore concentrate supply
from all other sourcces.

‘These sales will implement the intent of Congress and the Administration to sell
these concentrates over a period of years to raise Department of Defensc revenuc while
supporting U.S. industry 10 grow and to compete on a global basis. The availability of
tungsten ore (not the withholding of'it) will catalyze, not impede, the working ol the U.S.
free market, as the committee’s governing statute requires.
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Tungsten has 2 wide range of induatrial uses, the largest of
which fs &5 rungsten carblde in cemented carbldes. Cemented
carbides (also called hardmetals) are wear-resistant materials
used by the metalworking, miining, and congrruction ladustries.
Tungsten metal wires, ¢ des, and/ot contacts are used in
lighting, clectronic, electrical, heating, and welding
spplications, Tungsien ix also used to make hoavy metal alloys
for armaments; heat sinks, and high-density spplications, such
as weights and-counterweights; superalloys for turbine blades;
tool atocls; and wear-resistant alloy pans and coatings.
Chemical uses of tungsten include catalysts, inorganic pigments,
and high-temperature lubricants.

Tn early 1998, demand for tungsten was strong, and supplics
of raw materials were reportedly tightening (Rysn’s Nates,
1998s). Concern for the fiure availability of stockpiied
Russian tungsten led to forgeasts of short supplies and
inoreasing prices by summer. Instead, demand for tungsten
decreased, at least in part rasulting from the Asian financial
crisls, the General Motors gtrike, 8 decline in all drilling. and a
seasonal decregse in industrial aotivity during the summer
manths. Cansequently, prices decroased (Ryan's Notes, 1998b:
Buating, 1999).

s nes rempined £ 8. Domestic
production of ammanium paratimgstate decreased, while U.S.
not production of primary tusgsten produots (tungsten carbide
powder, tungsten chemicals, and tungsten metal powder)
increased. In {998, U.S. industries consumsd more tungsten to
make end-use products than in 1997.

China vontinued to be the largest supplier of tungaten importa
to the United States. Russja was also & significant supplior. In
1998, 62% of all tungsten importx to the United States was from
thess two countries.

1o Octobur, the U.8. Copgress authorized the sale of mngaton
materials fram the National Defente Stockpile (NDS). The Jast
relcasas of nwgsten fram the NDS were during the forroslloy
upgrading program, which was completed in 1989, Tungsten
ores and concentrates were refeased as paymant (n suppar of
that program.

The imporiant U.S. and world fungsten statistics for 1998 and
the previous 4 years are listed in table {. Most dats in this
report have baen rounded to three significant digits. Totals and
percentages were calculated fram unrounded aumbers.

Tungsten prices and many tungsten statistics are quoted in
units of mngsfrn wioxide (WO,). The short ton unit, used in the
Unlted States,!is 196 of a;short tan (20 pounds), and WO, s
79.3% mngstep. A shortjton unit of WO, therefors, equals 20
pounds of WQ, and contpins 7.1 9 kilograms (15.86 pounds) of
tmngsten, The metrie ton unit. usad in modt othar conniries, is
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TUNGSTEN

By Kim S. Shedd

Domestic supvey data and tables wers prepared by Loren K. Dancan, etatistical assistant, and the warld production table
allace, international date coordinstor.

1% of a metric ton (10 kilograms). A merrlc ton unit of WOQ,,
therefore, equals 10 kilograms of WO, and pontains 7.93
kilagrams (17.48 pounds) of tngsten.

Legulation and Government Programs

The antidumping duty on U.S. imports of tungsten ore

. concentrates from China, imposed i1 Octabar 1991, remained at

151%. In March, the European Comumission announced tha it
was terminating lts antidumping duties on imports of ngstet
matetials from Chins under the foliowing two categories:
tungsten ores and concentrates and tungstic oxide and mngstia
acid (Burope, March 21, 1994, Common commercial policy
(11721), Bulletin EU 3-1998, accested July 27, 1999, et URL
http:/feuropa.cu.int/abc/doc/ofEbull/en/9803/p 103030.hitm;
Europs, March 21, 1998, Comman commercia! policy (12/21),
Bulletin EU 3-1998, accessed July 27, 1999, at URL
hop:/eropa.cu.int/abe/doc/affbull/en/9803/p10303 Litm). In
April, The Council of the Buropean Union decided to relmpose
an antldumplng duty on imports of tungsten carblde and fused
tungaten carbide originating in China (Bur-Lex, April 9. 1998,
Commumnity legisiation in force, Dacoment 398RO771, accessed
July 27, 1999, ot URL hip.//europa.eu. intfeur-lex/en/lif/dat/
1998/en_398R0771.htmi).

In Ssptember, the NDS Market Impact Committes requested
public comment on the potential impact of tungaten sales from
the NDS (n the event that disposal authonty for mingsten was
grantsd by Congress, The roquest for comments gave proposed
annua! disposal levels for the fisoul yeurs beginmng October |,
1998, and October 1, 1999. For each yoar, the prapased
maximum quantities of tingsten materials thst could bs sald
wers as follows, in metric tons of contained amgsten: tungstan
orcs and coneentrates, 680; tungston carbido powder, 454;
tungsten metal powder, 68; and ferrotungsten, 45 (Bureau of
Bxport Administration, 19982). Authorization for tungsten
sales from the NDS was granted In October with the passage of
the Srom Thurmond Nationil Defense Authorization Act for
Fiscal Yoar 1999 (Public Law 105-261). The act granted
autharity to dispose of all the tungsten matarjals in the NDS, but
stated that disposals must not result in undue disruption of the
usual markets of producers, processars, and consumers of the
materials or avaldable loys to the United States. In November,
the Market Impact Commiften requested public comment on an
increase In the Annual Materials Plan (AMP) for ferrongsien
to 181 metric tons (1) (Bureat of Export Administration,
1998b). In early 1999, final AMP lavels for fiscal year 1999
were established as follows, in fons of ¢ontained tungsren:
mngsten ores and concentrates, 1,360; tungsten carbide powder,

BRBBI
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454; ferrotungiten, 136; and tungsten metal powder, 68
(Defense Natlonal Stockpils Center, 1999),

The NDS Inventary of comblned stockpile- and
nonstockplis-grade rungsten materials on December 31 was as
follows, in tons of contained rungsten: tngsten ores and
concentrates, 34,60D; tungstan earhide powder, 922,
ferrotungsten, 918; and tungsten metal powder, 861.

The U.S. Figh and Wildlife Service (FWS) gave temporary
conditional approval to three tungsten-based shot praducts for
the 1998-99 migratory bjrd hunting season. Approval for
tungsten-iron shot was an extension of the tamporary approval
granted for the 1997-98 season. This shot, manufactured by
Federal Cartridge Ca. of Anoks, MN, is a two-phase alloy made
by sintering tungsten and iron. The ather two shot products
were tuagsten-polymer and tungsten-matrix. Tungsten-polymer
shat, also manufactured Py Federal Cartridge, comprised of
appraximately 95.5% elémental tungsten in a matrix of
approximately 4.5% Nyfon 6. Tungsten-matrix shet,
manufactured by Kent Cartridgs Manufactring Co. of
Kearneysville, WV, wasmads from a mixture of approximately
95 9% tungsten metal pawder and 4.1% polymers. Use of the
thren shot materials was appraved for all arees except the
Yukon-Kuskekwim Daha In Alasks. Use in that area will
depend on the results of Fhronic toxicity and reproductive tests
being perforraed for the FWS (U.S. Fish and Wildlife Service,
1998a, b, c).

Production

Domoatic production data for tungsten are basad o dats
sollestod by the U.6. Geplogical Survey (USGS) by mieans of
two separata voluntary surveys. Statistics resulting from these
surveys are listed in tables 1 and 2.

The annoal Tungsten Qre and Concentrate Survey covered the
productian, pyrchasos, d*spoaltlan, aad stocks of tungsicn oroy

and concentraes, No ton was mined in the United States
in 1998, Tho Pine Creeg Mine in Bishop, CA, owned equally
by Avocet Mining PLC (Avocet) and Strategic Minerals Corp.,

remained under care and malntenance.

The monthly Tungsten Concentrate and Tungstea Products
Survcy canvassed companies that produced tungsten carbide
powder, tungsten chemicals, and/or rungsten metal powder from
ammonlum paratungstatg, tungston-bering scrap, and tungsten
concentrate. The USGS received responses from 11 of the 12
pracessing opgrations an the survey; estimates were made for
the nonresposiding operation. Major U.S. processors of
tungsten materials in 1998 included Avocet Tungsten Inc.,
Bishop, CA, Buffalo Tunigsten Inc., Depew, NY, OM Group,
Inc. (formerly The Dow Chemical Company), Midland, MI,
General Electric Co.. Euclid, OH, Kennamctal Inc., Latrobe,
PA, and Pallon, NV, Osram Sylvania, Ine., Towanda, PA, and
Teledyne Metalworking Products, Huntsville, AL.

In 1998, U.8. processors oonsumed significantly less tungsten
concentrate and 18% mofe tnngsten-bearing scrap than in 1997.
Demestic production of smmonium paratungstate decreased by
14% in 1998 compared with that of 1997. U.S. processors
cansumed nearly the smrie amount of ammonlum paratungstate
during both years. Total net production of all primary mngsten
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products (hydrogen-reduced metal powder, tungsten carbide
powder, and tunpsten chemicals) inereased by 22% in 1998
compared with that of 1997,

Avocet Tungsicn produscd ammanitum parstungseate and
ammonfum metatungstats from imported concentrates af its
ungsten processing plant in Bishap, CA. As part of an cffort to
produce and sell value-added products, the company
commissioned a calclner with a capacity of approximately 4,500
metri¢ ton units per mouth te convest ammonium paratungstate
to blue oxide (W;Qg), which can then be reduced to tangsten
metal powder. Although ammonium paratungstate production
at the Bishop plant has steadily increased In recont years,
Avocet Tungsten planned ta decreass its future outpur af
ammonium paratungstate significantly in response to market
condltions (Avocet Mining PLC, 1998a, p. 10).

In April, OM Group of Cleveland, OH, purchased The Dow
Chemlieai Company’s rapid carbothermsl reduction technology
for producing submicron-sized tungsten carbide powders. The
submicron powders are used to produce circular magnetic tape
slitters for video, audio, and computer memory magnetic tape;
high-performance waodeutting drills and saw blades;
microdrills for printed circuit boards; rotary cutting dies; and
shear knives for cutting medical and industrial x-ray film. OM
Group planned to continue operations at the Midland, ML,
production facility (OM Group, Inc., 1998).

During the year, OM Group expanded its Apex cobalt facility
in St. George, UT. Tha axpansion will enshle the reeycling of
soft and hard cemented carbide scrap to produce ammonium
paratungetate (Magdics, 1998, p. 19,22, 11; OM Group, Inc.,
1999, p. 3).

Nanodyne Inc. began construction of a full-scale plant in
Laurinburg, NC, to produce composite metal powders with
nanometer-sized grajns. Nanodyne's proprietary spray-
conversion process had been damonstrated at the company’s
pilot plant in New Brunawick, NJ, whers it produced
approximately 40 tans per year (t/yr) of nanocrystallina rangeten
earbide-cobalt powder during the paat S years. The Laurinburg
plant, which will have a capacity of 500 t/yr of powder, was
scheduled to open In easly 1999, In addition to rungsten
carbide-cobalt powdars, Nanodyne was also developing
tungsten-silver and mngsten-copper powders to be used as
electricel coptacts by the semicanductor industry (American
Metal Market, 1998x). Durlng the year, N.V. Union Minlére
S.A. of Brussels, Belgium, a nonfervous metals producer,
increased its stake in Nanadyne from 27% to 100% (N.V.
Union Miniére S.A,, 1999, . 3). Lo /\ -

Consumption

Data an U.8. consumption of tungsten in end-use catsgories
were developed from the voluntary Consolidated Consumers
Survey of U.S. metal consumers. For this survey, nearly 75
hungsten consumers wers canvassed on a monthly or annual
basis. Reported consumption and stocks data in tables | and 3
include estumates to account for nonresponderts. Total U.S.
reported consumption oftungsten materials to make alloys;
catalysts; cementad carbides; mill products, such as lamp
filaments and electrades; and plaments increased by 8% in 1998

L ————
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For information, contact:

Kim B. Shedd, Tungsten Commodity Specialist
U.S. Geological Survey

Y¥Y National Center

Reston, VA 20192

Telcphone: (703) 648-4974, Fax: (703) 648-7757
E-mail: kshedd@usgs.gov

Tungsten has a wide range of industrial uses. The Jargest use is
us tungsten carbide in cernented carbides. Cemented carbides (also
called hardmetals) are wear-resislant materials used by the
metalworking, mining, and;construction industries. Tungsten metal
wires, electrodes, and/or cpntacts are used in lighting, clectronic,
electrical, heating, and weldling applications. Tungsten is also used
to make tool steels, wcar-resistant allay parts and coalings,
superalloys for turbine blades, and heavy mctal alloys for
armaments and high-density uses, such as weights and
counterweights. ChLmiCpl uses of tungsten includc catalysts,
inorganic pigments, and high-temperature lubricants.

U.S. tungste s pemained closed in 1997 because of
persistent low prices fnr tupgsten concentrutes. Concentrate prices
reported in Metal Bulletm and Platt’s Metals Week decreased in
1997 compared with thosg of the previous ycar.

In 1997, significant increases in U.S. imports of tungsten ores
and concentrates and ammonium paratungstate enabled U.S. net
production of primary tungstcn products to increase by 8%. U.S.
industry consumied 7% mprc tungsten to make alloys, cemmcnted
carbides, mill products for lighting and other applications,
catalysts, and pigments than in 1996. These consuniers used
imported and domestically produced primary tungsten products.

China continuced to be tlie largest supplier of tungsten imports to
thc United Stales. Russia:was also a significant supplicr. Nearly
60% of all tungsten imports to the United States in recent years has
been from these two countries.

A summary of the impgrtant U.S. and world tungstcn slatistics
for 1997 and the previous 4 ycars is listed in table 1. Most data in
this Teport have been rounded (o three significant digits. Totals
and percentages were cal¢ulated from unrounded numbcers.

Tunpsten concentrate and ammonium paratungstate are sold in
units of tungsten trioxide (WO,), which is 79.3% tungsten. In the
United States, sales are in short ton wnits of WO,; a short ton unit
is 1% of a short ton, or 20 pounds. Therefore, a short ton unit of

Loren K. Duncan (Domestic data)

Telephone: (703) 648-7972; I'ax: (703) 648-7975
Glenn J. Wallace (International data)

Telephone: (703) 648-7992; Fax: (703) 64R-7792
MINES FaxBack: (703) 648-4999

Internet; hittp://mincrals.cruspd.gov/minerals

WO, equals 20 pounds (9.07 kilograms) of WO, and contains
15.86 pounds (7.19 kilograms) of mngsten. In most other
countries, tungsten concentrates are sold in metric ton units, A
mictric ton unit is 1% of a metric ton, or 10 kilograms. A metric
ton unit of WO, contains 7.93 kilograms (17.48 pounds) of
tungsten.

Legislation and Govermment Programs

The antidumping duty on [LS. imports of tungstcn orc
concentrates from China, imposed in October 1991, remained at
151%.

In August, the U.S. Fish and Wildlife Service teraporatily
approved tngsten-iron shot for the 1997-98 migratory bird
hunting season. The shot, produced by Federal Cartridge Co. of
Anoka, MN, is a two-phase alloy made by sintering tungsten and
iron (U.S. Department of the Interior, 1997).

In October, the National Defense Stockpile (NDS) Market
Jmpact Committee requested public comment on the potential
impact of tungsten salcs from the NDS in the event that disposal
authority for tungsten was grantcd by Congress. The request for
comments gave praposed annual disposal levels for the {iscal years
beginning October 1, 1997, and October 1, 1998. Far cach year,
the proposed maximum quantitics of tungsten materials that could
be sold were as follows, in lons of contained tungsten: tungsten
ores and concentrates, 454; ferrotungsten, 45; tungsien carbide
powder, 45; and tungstcn metal powder, 45 (U.S. Department of
Commerce, 1997). By ycarcnd, the U.S. Department of Defense
had not received congressional authority for disposal of the
materials. The NDS inventory of combined stockpile- and
nonstockpile-grade tungsten materials on December 31 was as
follows, in tons of contained tungsten: tungsten ores and
concentrates, 34,635; mngsten carbide powder, 922; ferrotungsten,
918; and tungsten metal powder, 861.

U.S. Department of the Interior
1.S. Geological Survey

Py |
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Production

Domestic production data for tungsten arc based on data
coliceted by the ULS. Geologicat Survey (USGS) by means of two
scparafe voluntary surveys. Statistics on production, consumption,
and stocks resulting (rem these surveys are listed in tables | and 2.

The annual Tungsten Ore and Concentrate survey covered the
production, purchases, disposition, and stocks of tungsten ore and
concentratcs. No tungsten was mined in the Unjted States in 1997.
The Pine Creek Minc in Bishop, CA, owned by Avocet Mining
PLC (50%) and Stratcgic Mincrals Corp. (50%), remained under
care and maintenance. New Concept Mining Inc,, a subsidiary of
American Technologics Group, Inc., of Mounrovia, CA, planned fo
sell, lease, or disposc of its investments in the Tempiute mining
district in Lincoln County, NV (American Technologics Group,
Inc., 1997). New Concept’s assels in Tempiute include the former
Emerson tungsten ming and will, which closed in 1982,

The monthly Tungsten Concentrate and Tungsten Products
survey canvassed companies that produced tungsten metal powder,
tungsten carbide powder, and/or tungsten chemicals from raw
matenals, such as tungsicn concentrate, ammonium paralungstate,
and tungsten-bearing scrap. ‘The USGS reccived responsces from
all 12 processing operations on the survey. Major U.S. processors
of lungsten materials in 1997 included Avocet 'fungsten Inc.,
Bishop, CA, Buffalo Tungsten Inc., Depew, NY, Dow Chetnical
Co., Midland, Ml, General Electri¢c Co., Euclid, OI, Kenuametal
Inc., Latrobe, PA, and Fallon. NV, Osram Sylvania, Inc,,
Towanda, PA, and Teledync Advanced Materials, Huntsville, AL.

In 1997, U.S. prooessors consumed 25% more tungsten
concentrate, 19% morc ammonium paratungstate, and 12% more
tungsten-bearing scrap than they did in 1996. Domestic production
of ammoniugm paratungstate increascd 13% in 1997 compared with
production in 1996. Total net production of all tungsten products
(hydrogen-reduccd motal powder, lungsten carbide powder, and
tungsten chemicals) increased by 8% in 1997 compared with that
of 1996,

Avocet Tungsten Ing. worked on upgrading equipment and
removing bottlenecks at its mngsten-processing plant in Bishop,
CA. These improvements were expected to nearly double the
plant’s throughput and to climinate the need for extcrnal
conversion. Production, from the plant increased by 14% in the
fiscal yeur ending March 1997 compared with that of the previous
fiscal year (Avocet Mining PLC, 1997a). The plant produced
ammonium paratungstate and ammonium metatungstate from
imported concentrates.

N.V_ Union Miniere S.A. of Brussels, Belgium, purchased a
77% share in Nanodync Inc., a New Brunswick, NJ, produces of
composite metal powders of nanometer-sized grains. Nanodyne's
proprictary spray-conversion process lo produce nanocrystalline
ungsten carbide-cobalt ppwder has been demonstrated on a pilot-
plant scale at the New Jerscy sitc. The mvestment from Union
Miniere will allow Nanodyne to build a commercial-scale plant in
Laurinburg, NC, next to Union Miniéte’s Caralmet cobalt metal
powder plant. Wanodyne expected its Laurinburg plant io reach a
production ratc of SO0 matric tons pey yeur of powder in fate 1998
(Amcrican Metal Market, 1997; N.V. lnion Miniére S.A., 1997).

Consumption
Data on U.S. consumption ol tungsten materials in end-use
categorics were developed from the voluntary Consolidatcd

Cansumers survey of U.S. meutal consumers, [or this surve
nearly 75 tungsten consumers were canvassed on a monthly ¢
annual basis. Reported consumption and stocks data in tables

and 3 include estimates to account for nonrespondents. Total U.£
reportcd consumption of tungsten materials to make alloy:
cementcd carbides; mill products, such as lamp [(ilaments an
electrodes; catalysts; and pigments mcreased by 7% in 199
compared with that of 1996. In 1997, U.S, consumption «
lungsten metal powder, tungsten carbide powder, tungste.
chemicals, and tungsten-bearing scrap increased, whil
consumption of ferrotungsten decreased. Producers of alloy
(other than superalloys), catalysts, cemented carbides, pigments
and mill products for lighting and other industrics reporte:
increased tungsten consumption in 1997, Total tungstor
consumption by stcel manufacturers decreased in 1997 compare
with that of 1996, while tungsten consumption by superallo:
melters has been basically the same for the last 2 years,

Weekly reports of the number of operating drilling rigs give a1
indication of the demand for cemented carbide components by the
oil drilling industry. The average number of rigs opevating in the
United States duning 1997 was 21% higher than that of 1996
Following a low of R07 rigs in February, the count increased Lo ¢
high of 1,032 rigs in September, then fluctuated hetween 947 anc
1,019 rigs until yearend (Iuternational Association of Drilling
Contactors, TADC rofury rig teport, accesscd weekly at URL
htip://www_iadc.org/rigcount. htm).

U.S. consumption of tungsten scrap increased 10% in 1997.
Scrap consumplion by U.S. tungsten processors and consumers
was 2,930 tons of contained tungsten in 1997 compared with 2,670
tons (rcvised) in 1996,

Prices

Prices for tungsten concentrates and ammonium paratungstate
remained low in 1997, In general, prices were higher during the
first half of the ycar and lower duriag the second half. The average
of lungsten concentrate prices reported by Metal Bulletin in 1997
was 10% lower than the avcrage of prices reported in 1996. The
sveragre of U.S. spot prices reported by Platt’s Metals Week in
1997 was 3% lower than that of 1996, Monthly concentrate prices
and annual averages are listed in table 4.

U.S. ammonium paratungstate prices decreased progressively
during the year. The average of high and low prices reported by
Platt’s Metals Week dccreased from $88 per short ton unit ($96
per metric fon unit) in January to $67 per short ton unit (374 per
metric ton unit) in December. The average of U.S. ammonium
paritungstate prices reported by Metal Bulletin decreascd from
$76 per short ton unit ($84 per wetric ton unit) in JTanuary to $64
per short ton unit ($71 per metric ton unit) by ycarend.

Amnmonium paratungstate prices quoted in Metal Bulletin for the
European and Hong Kong markets were more variable than those
for thc U.S. market. The average Europran ammomnium
paratungstate pricc was highest during February and March at $72
per metric ton unit and lowest during Augnst at $56 per metric ton
unit. The averagc Hong Kong price was highest during late
January through mid May at $64 per metric ton unit and lowest
during August at $53 per mctric ton unit.

Mine cxecutives at the Seventh Intcmnational Tunpsten
Symposium in September, 1996, stated that tungsten concentrate
prices would need to increase to more than $80 per metric Lon unit

Py GO



SENT BY:ADMIN - BLDG. 10A 711- 8-99 5 13:50 ; OSRAM SYLVANIA INC- 2024825650:#10
Review of operations Page 3 of 3

Erposunts

Bishop Plant and Pinc Creck Mine, U.S.A.

In 1995, Avacet’s wholly owned subsidiary, Avocet Tungsten, Inc., acquired a 100% interest in the
Bishop tungsten treatment plant and a 50% interest in the ncarby Pinc Creck tungsten mine located in
east central California. Bishop’s principal product is APT that it produces [rom ore concentrates and
tungsten bearing scrap and other waste products. Tt also has facilities for converting APT to blue
oxidc and ammonium metatungstate (AMT), and for upgrading tungstcn powders. Pine Creek has
begn on care and majntenance sincg 1992, For the year ending 31 March 1999, Bishop’s production
of APT and AMT was only 47,000 mtus as most sales were met through reductions in stock that was
built up during the previous year when production was 301,000 mtus. In September 1996, Bishop’s
workforce of 60 personnel was subslantially reduced and now comprises 16 personnel. Since year
end, Bishop has continued to producc at approximately 20% of its capacily, but with a new
management tcam that has concentrated on, and had some success in reducing costs, improving the
commercial terms of its sales, and genervaling value added sales. Even so, the directors of Avocet
have determined that, considering Bishop’s inhcrent.cost structure, the probability of Bishop
returning to an acccptablc level of profitability with the widening of margins between the pricc of
APT and feedstocks is an unacceptable risk for the company. Accordingly, the dircctors have
instructed Avocet’s executive management Lo either ensurc Bishop's future through sales contracts or
joint ventures with strategic partners, or scll or close the operations. In the meantime, Bishop will
only sustain its production with cedstock inventorics that could be depleted by December 1999.

Lermontov, Russia

Avocet’s 10.6% interest in the Lermontov tungsien minc, located in the Russian Far East, was
purchased in 1995 with the intent of cstablishing a rclationship with a producer of feedstock for the
Bishop APT Plant.

Top
Send mail to avocetminipg @avoget.co.uk with guestions or comments about this web site,
Copyright @ 1998 Avocet Mining PLC

http://www.avocel.co.uk/accounts/1999 AR/operations.htm 11/8/99
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Tungsten & Molybdenum Products

Encrxore. 4

Leading the
world in high
tech materials
science

OSRAM SYLVANIA s a
world-recognized leader in
powder technology, high-
temperature metallurgy, and
inorganic chemistry. The
Chemical & Metallurgical
Products division (Chem
& Met) in Towanda, PA is
a teading producer of
tungsten and molybde-
rnum chemicals, pow-
ders, mill products and
fabricated parts.

selected scrap

malterials, Chem &

Met produces a wide variety
of materials and products
used in the manufaclure of
metal working tools for cut-
ting, rolling. and stamping;
high temperature jet engine
components and protective
coatings; circuit manufactur-
ing chemicals for microelec-

tronics and catalysts for
petrochemical processing.

Serving varied
industries
Starting with ore
concentrates,
tefined oxidcs and

Refractory metals
Refractory metal products
are used by various materi-
als processing industries.
Tungsten carbide powder
and ready-to-use tungsten
carbide grade mix are
major products of the
refractory metals
product line. Both
products are custorn
designed and manu
factured to meet the
specialized require-
ments of individual
manufacturers of
camented tung-
, sten carbide
i products,
including cutting
tools for the metalworking
industry, wear-resistant corn-
ponents, and tooling for
manufacturing soda cans.

Refractory Chemicals
OSRAM SYLVANIA is the
world's largest supplier of
ammonium paratungstate,
which is the key feed chemi-
cal for all downstream tung-
sten products. Ammonium
metatungstate is used as a
catalyst in refining oil. One
of the many uses of tung-
sten oxide is in the produc-
tion of glass opacifiers that
binck out sunlight.

Wire Products
Chem & Met is a leading
world supplier of non-sag

lungslen wire used in the
lighting industry and of
redraw wire for sale to fine
wire producers. Tungsten
welding electrodes, used in
tungsten inert gas (TI1G)
welding, are sold under
branded and private labels.
Tungsten and molybdenum
custom parts are formed for
use in business machines,
power tubces, clectrostatic
precipilators and cther elec-
trical/electronic equipment.
Other molybdenum products
include spray wire for the
hardfacing of automotive
piston rings and gold-plated
molybdenum wire for
Ielacommunication satellites.

Technologlical Innovations
Chem & Mel is noted most
for ils advancement of the
state-of-the-art. For example,
Towanda has created
Tungstar™, a pre-infiltrated
powder that enables the
powder metallurgy process-
ing of tungsten-copper
components to near-net
shape. Wolftrax™, a special-
ty tungsten powder, provides
producers of electronic
packages (for high-end
computer chips) an advan-
tage — a high level of
control over the flatnass of
their product and its electri-
cal characteristics. New
processes, such as
spheroidization, whereby

an irregular shaped powder
is converted into a perfect
sphere, demonstrate
OSRAM SYLVANIA'S
continual push for
technological innovations.

injection molded microalectronic
tungsten copper power package
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US tungsten prices dwindle despite suggiy &

Flgialin Uil s R R
FROM QUR NEW YORK OFFICE

US tunpsien consumers and
others in the industry are
becoming ever more con-
ceroed - that  exports  of
Russian cancentrates from
.government stockpiles may
dbe al an end anwhile,
‘prices have fallen too low for
‘ phost miners to stay in upera-
‘ton. 'This hag at times led to

o e ——————— et
ARl 0dd EBIUINOOIY {1 WICH &

pric

kel have steadily dcchncd
during the fivst half of the
year and now git in a cangc of
$55-59 per short ton unit for
.most ransaction® of standard
grade mutenal, although a
few supplicrs are stll some-
times able to get substantially
highee prices for. special
4 or fransactions involv-
log emall amounts. Prices
were in a range of $62-68 per

st ninc months ago.
Demand nevertheless

‘to  sldcken,

remained reasonably streng in

most masket cconomy nations  government  stockpile. _Aa
estimated 1,000-2 000 tonnes

o concentrates_have heen

until lat: May, when it begun
according w
industry sources. This tend is
echoed in scrap prices. While
scrap has generally been in
rather tight supply, prices
began to come off recently
and arq now down by as much
ays 5% krom hnt-qumcr lev-
els.

The most recent stabistics
put out by East Asian govern-
ments were published in April
and sHow continued strong
activity there, but onc mer-
chanl noted ' that nobody
belicves later “statistics will
continuc to show such an
oplirnidiic plzlurc in view of
the region’s continued eco-
nomic ‘wocs,

Mecapwhile, the
summer slowdown i3 bagin-

ning to ke a toll, especially
in Eurgpe.
TA K

¢y question overhang-
ing r.hc‘murkct is the futere of
Russiah expors, the lack of
which could eventually pres-
sure prices higher at last. The
industry has for some years
relied on more or less regular

coneentrate expoits [ivin (he

Tele

510C! within the pad two

cunscnsus 15 that little or
no matenal will be released in
the future -as Russiun con-
sumers lobby {o have all fur-
ther releases  directed lo
domestic users only. This
mai¢rial had o be processed
within Russia and most of the
ore is believed to have gone
ferro-tungsicn plants rather
than to ycﬂnw oxide produc-
ers.

peleased for expart, but indus-
try insiders say there s hittle
or no chance of that amount
finding its way to the West
this year and is most likely lo
be earmarked for domestic
cohsumers.

Miny mines have had to
close, the mast rccent being
Avocet's Malaga mine in
Peru with i?![ﬁ%@ of about
3000 mtu per year, which

stopped Dpcmun g in Fehruary
due to low prices. The comps-
»py’s Repina mine, also in
Peru WI#I a capucily of 7-
8,000 mtu, has been shuttered
since 1996. A uumber of
indcpendent sinall mines in
Bolivia are also said to huve
shut down, though small
amounts are thought to be still
coming out — at a rate of

Jauavi lU UG MIUGU

a-ﬂdniﬂOBLEALLOYS .
Belgian ferro-vanadium can-
verter Sadaci expects ta lose

f | three days’ autput as a resvlt

of a lightning rtrike which
| affected its vanudium furmace
on Junc 20-21, acrording io
informed sources,

The furnace was expectad
to be repaired by June 25 and
the current ferro-vanadium
campaign will be completed
by July 6.

The plant is then closing
for annual maintcnance dur-
ing July, with its next cum-
paign sct to stait on August 3.

Mcanwhile, prices i the

Cadani tn laen nm:luM!

c,[so}% o

-
W

FY!l - Rich Taubar

y vuliiacvuon -

around 40-50 1pm —'most of
which is already spoken for in
the US market.

The nnl¥ other wgm[g
miney sull operating —arc
Immer' s Wolfram Bergbeu in
Austnia and the veperable
Berat mine in Poml al, in
winc) vocel 0%

stake. Beral is cum:ntly nat
npq'llmg at full capacity.

: Evropean molybdenum mar-

ket continues to soften. Moly
oxide is now back below $4..
per Ib, as offers from China™
have incresised,

Eurapean consuiners also
claim they can buy 60%
ferro-moly nt umunc{ $9.80
pev kg, duty paid, delivered
works,

Prces for ferro-vanadiom
80% and 50% materinl are
moving closer together, with
80% FeV in the mid-to-high
$27s. There is little intereat in
pentoxide which ig just above

56 per lb. Ferro-ingsten is

also a litde lower.

scrap and secondary metals

GM strike forces production cuts

DS EAMERIK Cr

FROM QUR NEW YORK OFFICE

-As .the strike at General
Motors continues, the sec-
ondary aluminjum industey is
Dbeginaing 10 see some ripple
cffcets. - While GM  had
planped a two-weck ‘shut-

The flews are still not that
great. The strike is going
to be a long one’

down, the strike looks like it
will extend beyond that time
frame. Wabash Alloys ships
molten metal to the GM
plants. -

“We're hoping [rhc ql.nkc.]
will be sciled by the time
they come back™ said
Wabash president Joe Viland.
However, otlier market play-
ers are not as oplinistic,
muny suggesting that the
strike will probably drep on
for at least the next month,

Wabagsh i3 suspeading
operations in several plants
to compensate for the lack of
demand. “And we wish othe¢

ople would do the same,”
sai Viland. - Wabash's
Cleveland plant will be-shut
for 7-10 days while- itg
Dickson, Tennessee plants,

‘matedal,”

which. supply GM's still
operational Saturn plant, will
cut back praduction.

Aluminium scrap and altoy
inventorics arc expected to
continie to climb us the
strike drags on. “'L‘hc flows
still are not that great,” com-
mcntcd one industry player,

“{The stnkc) is zoing to be a
long one,” he further
obscrved.

Pricas for A0 gor con-
tinue to be hit with some
quotes as low as 58 cents per
Ib. Most market players are
quoting around 58-60 cents
per Ib. “With GM out, it's
really hard to dceliver any
one source said.

No merc dcliverics are
reportedly being taken for,
June, and Tuly deliverics are
beginning to be rescheduled. -

Trade dources have also been
. Pnc s for stainless and fer-

saying that theee is quite a bit
of scrap around. I would
rather gell than buy,” stated

une market observer. .

The stuike is beginning to
look like a long anc and mar-
ket playcrs are hoping ta sur-
vive the next 30 days before
making any drastic changes.
Mixed low-copper, alumini-
um clips are bewg quoted ar
43-45 cents per Ib.

GM is looking to secure an
arbitrator ta help seitle the .
dispute, alleging that the two |
strikes -at the Flint, Michigun .
plants violate the union con- -

lract. Presently, 146,000
non-striking workera have
becn idled due ta parts short-
ages, Nearly all of GM's
North American operalions
have heen shaot, including 26
majar assembly lines and
around 100 parts plants.

“It will impact this country
and it cauld really get nasz,"
said a market source. He fur-
ther suggested that GM may
Ao rmure oulsovrcing or move
operations to the southern
part of the US or Muxico in
the long-term, although the
avtomiaker will likely contin-
ue to buy from North,
America.

" EROM OUR NEW YORI OFFICE

Tomra North America has
signed a lelter of inlent 1o
acquire 50% of Wise
Recyclin% The sale is part of
Wise's ufg-tcrrn strategic
objective of diversifying its
buginess into a full service
trading, financial services
and manufacturing organisa-
tiom.

“This alliance will cnable
the companies to combine
Wise's unique materials mar-
keting expertise with Tomra’s
distinet collection sys\emb
P and wchnology strengths,”

Price slide continues for British

JELK

fous scrap continue to slip i
the UK. A combination of

. weak local and overseas

demand, partly cansed by the
impending “summer shut.
downs, are being cited as the
[EASOns.

Weak mickel prices are
also behind the drop in stain-
less scrap prces, which now

- stand at £300-320 for 18/3

solids delivered consumer
and £200-220 for tumings.

This retlects further drops of

aboul £20 in the last two
weeks, Merchants said they

- stamlass and ferrous scrap

another £10 before any sta-
bilisatiou can tuke place,
Late last week UK ferrous

scrap traders were saying
exporters and home works

had reduced their prices by

£4 per tonne. The price drup |

wis said to cover all grades
with the ponsiblc exceptinn
uf turnings

A spokesman for BSES
confirmed that the company

will be looking for “up to £4

per tonne” of f June prices for
Iuly deliveries,
probably leave

turnings
prices unchanged.

! commented Wise

expect to sce prices fall

but will

Wise sells 50% interest to Tomra

-Metals
chairman  Jeamry  David,
“This joint venture wﬂl posi-
ton both compamcs as a
national presence jn the col-
leciva and  markeling * of

melal  units.,” he added.
Tomra, based in Stratford,
Connccticnt,  mannfaclures

reverse vending wachines.
The company operates 15
processing facilities through-
out 32 countries with 7,500
machines in the USA’ a.nd
15.000 machines worldwide.

“This really 15 an coy into
non-deposit  markets,” =
Tomra spokesman told MB,
adding, “Wise bnngs the
eapertise in trading,” The
company offers fully inte-
graed solutions for hundling
the reum and processing of
used beverage cans (UBChx).

In 1997, the vompany
processed  roughly  4.5bn
UBCs and expects the vol-
ume to increyse this year due
1o {15 recent acquisitions.
"Our primary ubjective is to
find recycling solutions,™
said the spokesman.

In March, Keynolds sold
its cenrral and eastern US
recycling operations to Wise
wiile Tomra acquired the
west coast operations.

“The companies expect to
leverage this pational pres-
ence intv increased volume
and pret‘ tability,” 'said
David
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Tungsten supplies tighter—for real

Tungsten suppliers who have for years been waming Lhat the
supply deficit cannot be; filled indefinitely by stockpile releas-
cs from Russia, Kazakhstan and China, may finally be vindi-
cated. Even consumers acknowledge thal concentrate and
APT supplies are tight and could become critically short.

“We arc seeing no problems yet," said a major APT con-
sumer, “but eventually we could, maybe by the fourth quarter,
depending on how much tungsten is released from Russia and
how much the situation in Asia affects tungsten demand,”

For now, sellers and qonsumers agree that demand is strong
and that commercial stocks have been used up. China has no
cxtra stocks, according, (o a knowledgeable source. “Supply
from China is nervous,” he said. “The Chinese will not quote
forward for May, and only if you beg, will they quote for June.”

Everyone is waiting to see what, if anything, will come oat
of Russia. “Once there.is a sense that there is liitle ore left in
the Russian stockpile, the market could rise quickly,” said an
observer. Alrewdy prices are consolidating at slightly higher
numbers. Ore prices are $4548 per stu compared (o $4245

and APT prices are $55-60 per stu vs. $50-33.

Anulysts cstimate that as much as one-third of US con-
sumption fast year was met by imporis from Kazakhstan and
Russia. The general cansensus is that there is nothing left in
the Kazakh stockpile, but there is no certainty about the con-
tent of the Russian stockpile. “The nuiibers are fuzzy becaiise
some of the Russian material consumed last year came from
previous stockpile rch,pu that had been silling in warchous-
cs for more than a year,” noted an observer.

' Market players report that they are ot _being offered wol-
fram from the Russian slockpile, but this might be becausc
political turmoil within Russia has brought releases to a halt.
Also, tungsicn consumption thhm ussia reportedly has risen
so that less material may be available for export. Finally some
of the Russian stockpile concentrate is helicved to be radioac-
tive. “Even i the Rusqians ship the same amount. as last year.
it will not be enough,” said a source, “because there_is no,
Imgicxcess Russlan imaterial siting in Westeon-warehouses
and because e buifer of Kazakh mategial.”
Consumers and sellérs are aware thal the tungsten pipeline
is rather fong, and even if the Russians do start to release tung-
sten, therc could be asix-month period of supply disruption.
Adding fucl to the firg is the rise in tungsten scrap prices this

year because of sparsg supply.

The lack of Rusaiq'n ferrotungsten exports late last year
caused a rapid rise in prices that extended into this year.
Taking advantage of the situation, China produced and
shipped more FeW 10, Europe. This helped absorb some con-
centrates as APT producers and FeW producers are constant-
ly vying for low-priced concentrates in China, but it may have
resulted in a buildup of consumer FeW stocks.

FeW sellers arc capefully monitoring releases of Russian
material. They suy there are not concerned about news that a
300-mt parcel is schu;lulod to arrive soon in Europe. “T would
be worried about 600 mit, but 200 to 300 mi can easily be sold
without disrupting the market,” said a trader. In Europe,
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keeps up, ! Dave Vine ,;,[/é,/gq Chinese FeW prices are $6.70-7.10 per kg, while in the US
Finally, 1 Bob Filinow (A A | prices for uncrushed FeW arc $3.40-3.60 per Ib.
stockpile ¢ ictici ) . .
Only abou Af,‘wl %55“ FY1 - Rich Taubar High-grade Si pushing prices down
Klutchevsk piaas,

The near-term outlook for silicon metal doesn't look too
atwractive. One large silicones manufacturer has reportedly
told some of its suppliers that its chemical-grade requirements
for the foreseeable future are less than expecled; therefore, the
manufacturer might be forced to postpone or even halt some
contracted shipments. “The slowdown in Asia has been
greater than anticipated, and some silicones producers’ profit
margins are really hurting,” one analyst pointed out.
“Silicones makers may be suffering from the same oversupply
situation that is current plaguing silicon metal producers.”

French, Spanish, and Norwegian producers were all accused
of aggressively going afier the remaining spot and second-
quarter business.

Some European buyers, however, may find themselves sud-
denly short of metal. The EC buyers purchased “Swiss” mate-
rial that was suspiciously like Chinesc. After European pro-
ducers protested to EU officials who then launched an inves-
lgation, the *“Swiss”™ metal suddenly dried up. Now, according
to some supplicrs, buyers have been vnable o get releases on
the metal they thought they had.

US secondary aluminum buyers have been able to pick up
increasing quantities of high quality (0.4% Fe and low calci-

‘um) at 66¢, delivered. “With chemical users taking less, high
quality metal is available at low prices,” one buyer said.
Another buyer was offered slightly offgrale metal and coun-
tered with a 60¢ quote. “It will be sooner rather than later
before metallurgical-grade prices break below the 65¢ level.

However, one supplier wamed that Russian metal could
become tighter, “The Russian producers probably don’t know
what their actual costs are,” he noted, “but they are definitely
paying more for transportation.”

Hascor Hong Kong has signed a joint-venture agrecment
with Jinning Minmetals & Chemicals, which controls equity
in two Chinese silicon metal plants. With the deal, Hascor will
tocus its attention on low-calcium silicon metal (low iron and
0.03% Ca), and will market about 6,000 mt over the next 12
months through its worldwide offices, Hascor has not made a
final decision on building a Mexican silicon facility.

Pig iron drifts to $142-145 per It

Pig iron traders continue to be haflled by news that some of
their colleagues have bought northemn Brazilian material at
$136-137 per mt, f.0.b. To break even on these transactions,
the traders would have to sell 10 a US consumer at $150 per It,
f.0.b. barge New Orleans, and tnday spot prices are $142-145
per Iy, f.o.b. barge New Qrleans,

Bargeload sales have been concluded at $146-147 per It, hut
there arc no cargo inquirics as consumers are holding off buy-
ing as long as possible. The only reason prices for barges are
as high as $147 is that there is little unsold spot pig iron avail-
able. Nomally this would indicatc that prices are poised fo
rise, but today il means that most traders are reluctant o take
a position because of cancerns about an influx of low-priced
Japanese and Ukrainian imports.

“Japan will continue to be influenced by the exchange rates
and will continue to ship,” said a trader. While Japanesc dele-
gations recently visited US mills and talked of low prices, they
did not give any firm numbers, said a rader. Even so, he
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Chlna res_hapes tungsten industry

& ORES 4 st
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Connnumg its elforts to trans-
form its loss-making state
non-ferrous enterprises into
competitive busiiesses, the
Chinese povernmont plans to
link Len state-owned tungsten
misies in three provinces into
one grovp to help enhance the
competitivencss of China’s
tungsten indusiry. With a
. tungsten concentratc produc-
tion capacity of 20,000 tpy
und an APT smeltng capacity
of 6,000 tpy, the pew entily
— to be called the China
Tungsten Mmmg & Smclting
Group — “will be the biggest
tungsten mining spd smelting
group in Ching and the
world,” cluimed GNIEC vice
prerident, Peng Bugang.
Brought under cpntrol of the
ncw  eptity would be the
Dajishan, Pangushan,
Shizhuyuan apd Yaogagxian
mines which, logether with
APT smelters, would create a
grouping ta  help  China
cxpand its tungsten markels,
boost its competitiveness, and
develop a tcchnicl base, Teng
said, The CNIEC cxecutive
was in Fukuoka, Japun, last
week addressing  delegates
attending the 8th %memanonal
Tungsten Sympo$ium organ-
ised by the Tntemational
Tungsten Industry Assn.
China’s new tuggsicn group
would come under the
purview ol the China Rare
Metals and Rare. Furth Corp
(CRRC) established on
August 6 this yeqr with other
new firms in an' attempt by
China ta shore up the coun-
try's aluminium and hase
melals operations (MB .Aug
16). The reshaping of China's
tngsten sector adtually hegon
in February, howpver, when a
sub-groupng called the Chinu
Tungsten &  Cemented
Carbidc Industry’ Corporation
(C1CC) was established.,
CTCC joincd two of the
country's leading cemented
carbide works ungder chairman

Zhou Juqui, wiw is also presi-
dent of the Zhuzhou Cemenied
Curbide Works in  Hunan
province. Zhuzhou is China's
largest protlucet of ccmented
carbides with an annual capac-
ity of around 3,000 tpy. Also
melded  intn CTCC were
Zigong Cemented Carbide in
Sichuan province, which has a
capacity of around 2.000 tpy,
and Jinhai Industry, the two
carbide mukers’ holding com-
pany.

The rcorganisation  of
China’s tungsten industry and
the cffcct that reotganization
is now having on APT prices

geverated considerable dis- v

cussion in Fukuoka, Peng
reminded  delcgates  of
China’x efforts, as the world’s
largest tungsten supplicr with
60% of the world’s roserves,
to control total output to bring
stability to world markets.
Pointing 1o govemment
efforts w0 closc smull mines,
Peng said China's lotal output
of tungsten ores (of 65%
WO0,) dropped from 52,370
tonncs in 1994 to 51,680
tonnes in 1996 ra 46,290
tonnes last ycar. Tle expects
total outpur this year will
reach around 45,000 tonnes.

Chinesc cxports of API
reached 12,600 tonncs Jast
ycar und Peng cxpects the
same this year “or maybe a
little lcss,” he told MB.
Chinz’s production of con-
cenlrates Jast year reached
about 23,000 tonnes (of con-
tained tungsten) compared
with 25,000 1wnues in 1997,
according lo ITIA scoretary-
general  Michael  Maby,
“There is no estimate for pro-
duction in 1999 but exports
are currently at a vate which,
if annualised, will rcach the
same level as 1998 [some
21,000 tonncs] and it may
thus be cxpecied that produc-
tion will he much the same as
last year,” he xaid.

CNIEC's Peng stressed (o
dclegates in Fukuoka that
China sought stability in its
lungstcn sectol. Fun'm'ng the

indusiry,
AP

CTCC and the Tungsten
Mining & Smelting Group,
Peng said, “will make China’s
tungsten industry advance in
a sustaipable, steady, healthy

road.” The ?alt called to
China’s "eéxports n-
Lrafes [hr = n
of this, Peng claimed, and
reflected the pover 'S
demafm)ﬂ?he

has tuken the place of

b _thiy is
1 mducl

Peng told MB. “N(m there Is

tungst wders
bul e added
nl.us«—.—Ghiimo—ptGd

ucers
wal ipnovation to
imp! o

valuc. But this will take
time,” Peng explained.

Beijing's efforts to control
.tungsten output have added
valuc 1o present prices of
APT as well, wherc levels
now are bctween $54 and
$56 per mw — a 20%
improvement over price lev-
cls three or four months ago.
“I think thix trend for pricing
will be stabilised, little by lit-
tle,” Peng told MB. “354 to
$56 is a good price. We want
10 keep this level for a period
of time,” hic said. Peng sug-
pested that within the next
half-year a pricc of around
$60 ur even 370 might be
seen, "But we don’t want the
pricc to go up so quickly,” he
stressed.

It remains (v be seen what
impact il any the Chinese gov-
erament’s plans for reorganis-
ing the counlry’s mngsten min-
ing and smclting operations
will have on APT priccs. At
thc Fukuoka symposium, a
ropresentative from one of the
Chincsc carbide producers
claimed that until he heard
Peng's speech he had mever
heard of any plans ta form a
China Tungsten Mining &
Smelting Group. The ncw cnti-
ty was to be established within

is year. “But maybe the tim-
ing will bc extended. It’s not
decided,” Peng told MB.

Cobalt pnces remain stable at lower levels

MINOR:MBTALS i
The cobalt matket remains
generally stablec at levels
around $14.50-15.50 per b
for all grades, traders, produc-
ers and consumers said.
Consumers reported buy-
ing high-grade’ material at
just below 815 per Ib, with
the trade reporting sales to
consumers in some instances
at close to $16 per |b. On
lower grades, boying was
roported ut levels of $14.50-
15.00 per Ib, with some deals
said to have gone in the mid-
tw-high $153. At the other
end of thc market, buying of
99.3% cabalt was rcported at

around $14 per Ib. “The mar-
ket is stable but lower,” a
European consumer said.
“The DLA ncxt week could
be a good indication of the
market. It is offering good
quality material and it will
be interesting to watch,” he
added.

Buyers also aoted that they
are keen to buy on a hand-to-
mouth basis at lhe momeat
since they do not want any
E;micular exposure to cobalt

cfore the end of the year,
They arc also looking Lo sign
fixed price contricts next
yeur, which produccrs also
seem o favour. Others said
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they are exereising only the
minimum pertion of min-max
contracts for current requirc-
ments, and if they havc cxira
demand they arc buying this
from the spot markel as there
are some competitive offers
ahout for all grades of cohals.

In Japan, little business was
roparied, with the market
much the same us it was last
week. Market observers said
thut 99.3% malerial was
going below $15 per Ib, for
Russian, Zambian and Congo
type grades. High-grade was
rcpor!ed in the Iuw $15s.
“Nothing exciting is bappen-
ing," a consumer said.
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Ashanti gets extensiol

from banks,

lower offe

from Lonmin

: FGOLP -

Aslnnn Guldnelds hu.s
obtained a rcncwal of its
stands(ill agreement with the
17 banks with which it con-
ducts its derivatives business.
The previous agreement
expircd on October 19 and the
extension of the moratorium
i5 only for 72 hours, although
there is a possible further
cxtension of up to a week.

The news fallowed a move
by Lopmin to reduce its share

cxchange offer, valuing

Ashanti shares at $533 com-
pated with the $7 per shure
valuation of the old offer
Ashanti sharcs were quoted at
$4.50 on the stock market
after T.onmin announced its
new offer,

Lonmin's revised offer con-
tinues to be conditional upon
the support of Jenders under
its $270m revolving credit
tacility, (he unanimous agree.
ment of Ashanti’s hcdge
countcrpatties 10 a standstill
covering its cxisting obliga-
tions and shareholder
approvals. Il also requires the
ilrevacable commitment of
the Ghanaian government
{which has a 20% stake in
Ashanti), plus the weritten

conscrt of Ghana’s new
ister of mines Ekwow :
Garbrah. On October 1
government sucked f
minister Fred Ohene
who had publicly app
the deal.

- The gaverninent appe
have a strenger pusitio
decides to try to bio
Lonmin bid sitice recei
pledge of financial supp
October 18  from
Arabian investor, Prim
Waialeed Bin Talal
Abdulaziz, Analysts sa)
the government only
20% shate in the con
but othcrs say that i
intervence to achieve it
cnds.

Thete is animosity be
the government and A
ceo Sam Jonah togethe
Lonmin (which has a
stake in Ashanti), s
[.ondon analyst. The
whilc the Ghanaian g
ment wanis to rescuc A
from its liquidity cri
does not want to play i
hands of Lonmin, Hor
cqually it would nol fa
merger with another
African company, su
Barrick, he said,

Mills proceed with Fe

settiements

iy ¢ FERACPAMEONE:

l‘oﬂowmg aews at the lart of
fast week that one of
Europe's lcading stainlcss
steel mills had sgettled its
fourth quarter ferro-chrome
deliverics at a three cents per
Ib increase, it emorges that
other mills ure also settling at
a similar level. A South
Affrican producer suid that his
company has only “onc or
two" contracts to conclude
and thut no mill has settled
under three cents, bringing
the range for this quarter's
contracly o 37-43 cents.

A rival producer confirmed
that other South African com-
pamies are also beginnifg 10
seltle at 3 cents. He said that
now that Europe is falling
into place he expects Asia lo
scttle this week and nexl.

He touted a rise of 3 cents
over the first quarter of 2000,
noting that his company is
ranhing very low on slacks
and i3 going to have  defor
2 number of shipments this
quarier ubtil January.

Over the course of next
year he said that there could
be a deficit of some 5% if

in Europx
stainlcss steel productic
dictions hold truc. On ¢
the "last two occasior
ocurred — in 1988 an
—~ prices hit 80 cents
he said. )

Traders report that 1
moment spot busit
quiet, with mills conc
ing on contract bu:
Qnce they have assesse
requircments for the
the year, activity i5 ex
10 glck up again.

ne observer exp
oplimism, saying that
cent quarterly increuse
leave room for tader
to supply below the p
ers” level, Current spot
arc around 37 cents
ered.
® The third Eti Chrom
ment of high carbon
chrome this ycar has .
it New Orleans and
rently  being  proc
Unloading of the 2
tonne shipinent is expe
be completed by Octo’
A company oflicial xa
Eti will achieve highet
for thix shipment comp
the pravious delivery.



11714/99 11:88 21 419 433 9651 P,B2

e -6

B R U s H WELLMA N ?;‘;9;'(‘) ‘(Ivvélgg:!::;chivar South Rd.

FNGINEEREQ MATERIALS Eimore Ohio 43416-8502
Phone 418/862-4321
Telefax 410/862-4174

Hugh D. Hanes
Vice President, Government Affalre

November 14, 1999

Mr. Richard V. Meyers, Co-Chairman

Stockpite Market Impact Committee

Office of Strategic Industries and Economic Security
U.S Department of Commerce, Room H-3876 .

14th Street and Constitution Ave, N.W.

Washington, DC 20230

Dear Mr. Meyers:

Re; Disposal of Beryllium from the National Defense Stockpile (NDS)

On behalf of Brush Wellman Inc. (Brush) | wish to submit the following comments -
regarding disposal of beryllium from the NDS. Brush is the only fully integrated :
manufacturer of the strategic and critical metal beryllium, its alloys and compounds.
Therefore, any disposal of beryllium materials must be done carefully as it can
adversely impact this highly complex manufacturing system, as well as the critical
markets that it serves, if not done carefully. :

We are pleased to note that over the past 2 years, we have successfully negotiated
long-term contracts with the Defense Logistics Agency (DLA) for the sale of beryllium-
copper master alloy and beryl ore. We have also negotiated a contract for the purchase
of vacuum cast beryllium metal, which we hope will become the model for a long-term
contract for this material as well. All this has been accomplished in a manner, which
has been non-disruptive to both the beryllium manufacturing system and the markets
which it serves. For this we think that the Market Impact Committee (MIC) and the DLA
are to be commended.

However, there are still concerns as we go forward in the disposal of beryllium metal.
As we have previously stated, disposal of the vacuum cast beryllium ingot or the Grade
C Billet (1-400 grade according to the industry’s specification) will not be disruptive and
we support this being done in a controlled manner. The former is an intermediate form
in the production of beryllium and high-beryllium alloys while the latter is an obsolete
form of beryllium billet and has only limited use.

However, we remain strongly opposed to the disposal of any quantities of Grades A and
B billet (grades S-200F and 1-220 according to the industry's specifications). Today, this
business segment is deeply depressed and any disposal of these grades at this time
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would be highly disruptive. Furthermore, these grades, which were placed in the
stockpile as recently as 1992, continue to be used in strategic and critical DOD and
DOE epplications.

We are working closely with the DLA to absorb most materials from the beryllium family
in a non-disruptive manner. We are asking that the MIC, in their report to Congress,
specifically note that these strategically important grades of beryllium billet should not
be placed on the disposal list at this time.

If you have any questions, please call me at (419) 862-4321.

Very truly yours,

Bl D Rl

Hugh D. Hanes

Cc:  Richard J. Connelly, DLA
Peter M. Steffes, HASC
Cord A. Sterling, SASC
George Bernier, Sen. Santorum’s Office
Bill Johnson, Rep. Hansen'’s Office

.83
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SHIELDALLOY METALLURGICAL CORPORATION

12 WEST BOULéVARD
November 30, 1999 FO.BOX768 |
NEWFIELD, NJ 08344 0768

TELEPHONE (B56) 692-4200

Mr. Richard V. Mcyers

Co-Chair, Stockpile Market fmpact Commilice
Oftice of Stratcgic Industries and Economic Security
Rooin 3876, U.S. Department of Commerce

14"™ Street and Constitution Avenue, N.W.
Washington, DC 20230

Dear Mr. Meyers;

Shieldalloy Metalhwrgical Corporation (SMC) is the US representative for London & Scandinavian Mctallurglcal
Co. Limited (LSM) of Rotherham, England. SMC and LSM are Metallurg Group Companies. Metallurg is located
in New York City. Our primary product from LSM is Chrome Metal, which we supply to the Superdlloy industry as
well as other specialty markets. Tam writing to you to express our concern over the proposed sale uf Chrome Metal
from the National Defense Stockpile. We have specific rcasons for concern. :

We believe there was a recent release ol approximately 1,000nit of Chrome Metal from the Russian Defense
Stockpile. This material, we believe, will be the responsibility of Kluchevsk (the Russian producer of Chrome
Metal). Kluchevsk will sell this material into the world’s Chrome Metal market. This, combined with the proposed
US Stockpile sale, will almost certainly maintain an over supply of Chrome Melal in an already depressed market.

World demand for Chrome Metal has declined by approximately 10% over the last several months. ‘This is the result
of a slow Superalloy and Aluminun industry. Demand is not cxpected to recover until (optimistically) the second
half of 2000. Some feel the recovery will not take place until 2001. The decline in demand and genéral over supply
has eroded pnu,:, to a level that we believe are neither sustainable nor profitable for the producer. The trader
community is not impacted in the same manner as the producer.

To illustrate the decline in prices, we can review import valucs for Chrome Metal over the last four yearv. The price
collapsc is evident in the first half of 1999. For instance, the average import value of Chrome Metal through
September 1999 was $2.73/Ib. This is compared to a 1996 average of $3.24/1b,, 1997 of $3.36/1b., and 1998 of
$3.39/Ib. The 1999 avcrage (through September) import value decreascd 19.5% when compared to lhe average
1998 value.

We (Shieldalloy Metallurgical Corporation) visited Mr. Richard J. Connelly on September 19, 1999 to EXprEss our
concern (as a producer) over the possible sale of Chrome Metal. We left the Defense 1,0gistics Agericy (DLA)
understanding the Market Impact Committee would make contact with us (as weli as others) for further review of
the possible sale of Chrome Metal. On November 18, I made contact with Mr. Peter C. Mory (prescht in our
September 19, 1999 meeting) to review the status of the Market Impact Committee. To my surpme ; Mr. Mary
indicated you were close to finalizing your work. :

Our immediate concern is the proposed sale of Chirome Metal. We would also Jike you to consider (for future sale
of Chrome Metal) a different approach to revnewmg “market impact”. Please consider our concerns and contact us at
your earliesl convenience,

h %cguﬂs,

s(.ph Marino
Shieldalloy Metallurgical Corporation



