April 27, 2007

The Honorable Susan C. Schwab
United States Trade Representative
Executive Office of the President
Washington, D.C. 20508

Dear Ambassador Schwab:

Pursuant to Section 2104 (e) of the Trade Act of 2002 and Section 135 (e) of the Trade Act of
1974, as amended, | am pleased to transmit the report of the Industry Trade Advisory Committee
on Non-Ferrous Metals and Building Materials (ITAC 9) on the U.S.-Korea Free Trade
Agreement, reflecting consensus on the proposed Agreement.

Sincerely,

Joseph L. Mayer

Chair

Industry Trade Advisory Committee on

Non-Ferrous Metals and Building Materials (ITAC 9)
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INDUSTRY TRADE ADVISORY COMMITTEE ON
NON-FERROUS METALSAND BUILDING MATERIALS(ITAC9)

Advisory Committee Report to the President, the Congress and the United States Trade
Representative on the United States-K orea Free Trade Agreement

l. Pur pose of the Committee Report

Section 2104 (e) of the Trade Act of 2002 requires that advisory committees provide the President, the
U.S. Trade Representative, and Congress with reports required under Section 135 (e)(1) of the Trade Act
of 1974, as amended, not later than 30 days after the President notifies Congress of hisintent to enter into
an agreement.

Under Section 135 (€) of the Trade Act of 1974, as amended, the report of the Advisory Committee for
Trade Policy and Negotiations and each appropriate policy advisory committee must include an advisory
opinion as to whether and to what extent the agreement promotes the economic interests of the United
States and achieves the applicable overall and principal negotiating objectives set forth in the Trade Act
of 2002.

The report of the appropriate sectoral or functional committee must also include an advisory opinion as to
whether the agreement provides for equity and reciprocity within the sectoral or functional area.

This report is based on the draft of the FTA made available to Committee members for review in
preparation of this report.

Pursuant to these requirements, the Industry Trade Advisory Committee on Non-Ferrous Metals and
Building Materials (ITAC 9) hereby transmits the following report.

1. Executive Summary of Committee Report

ITAC 9 concludes that overall the U.S.-Korea Free Trade Agreement promotes the economic interests of
the United States and achieves the negotiating objectives set forth in the Trade Act of 2002. However, as
noted in Section V, one of the priority issues of ITAC 9 (Standards) requires development of astrong
compliance program.

1. Brief Description of the Mandate of ITAC 9

The mandate of ITAC 9 isto provide advice and information on trade policy and trade negotiations issues
that affect non-ferrous metals, building products and related products. These issues include market
access, barriersto trade, tariff levels, discriminatory foreign procurement practices, information,
marketing and advocacy needs of the sector, and other important trade issues. ITAC 9 represents all non-
ferrous metals and avariety of building materials. The building materials include such items as wood
buildings, mobile homes, cement, ceramic tile, aluminum windows, other miscellaneous metal products,
builders hardware, plumbing fittings, fixtures and supplies, and heating equipment. The non-ferrous
metals elements of the Committee represent the aluminum, copper, zinc, precious metals, powder metals
and other metals including mining processing, fabrication of basic shapes, manufacture of semi-fabricated
products and recycling activities.



ITAC 9 and its members have provided advice on arange of issues including negotiations on the North
American Free Trade Agreement (NAFTA); the World Trade Organization (WTO); the Asia Pacific
Economic Cooperation (APEC); the Organization for Economic Cooperation and Development (OECD);
trade relations with China, the Philippines, Eastern Europe, and the former Soviet Union; trade and |abor
issues; and environmental agreements as well as several recent bi-lateral trade promotion agreements.

V. Negotiating Objectivesand Prioritiesof ITAC 9

ITAC 9 advocates the following objectives and priorities in negotiating free trade agreements:

o Coverage. ITAC 9 has advocated adherence to the WTO requirement that trade promotion
agreements include “substantially all” trade between the parties.

o Staging of Tariff Elimination. ITAC 9 urges U.S. negotiators to consider carefully competitive
conditions in import-sensitive sectors before agreeing to schedules for the phase-out of tariffsin afree
trade agreement. For certain non-ferrous metals and building products where foreign competition is
intense, such as ceramic tile — where imports account for 80% of the U.S. market, an extended
adjustment period is essential to ensure that the U.S. industry is able to remain competitive. At the
same time, ITAC-9 advocates early opening of foreign markets for products that compete in export
markets.

e Rulesof Origin. Unlessrulesof origin are properly specified, trade agreements can have serious
unintended consequences that disadvantage U.S. exporters. ITAC 9 advocates that all trade
agreements include sector-specific rules of origin at least as rigorous as those contained in the North
America Free Trade Agreement.

o Standards. Product standards and related licensing, testing, marking, product descriptions, and other
technical issues have become major barriersto U.S. exports of products which the Committee seeks
to eliminate. In many caseslocal specifications for building products mirror standards created in the
U.S,, but U.S. manufacturers are still required to have their products tested and approved before trade
isalowed.

V. Advisory Committee Opinion on Agreement

ITAC 9 concludes that overall the U.S.-Korea Free Trade Agreement promotes the economic interests of
the United States and achieves the primary objectives set forth in the Trade Act of 2002 with the
exception noted under “ Standards”.

e Staging of Tariff Elimination. It isthe position of ITAC 9 that the economic interests of its highly
import sensitive and import impacted industries in the building materials and non-ferrous metals
sectors of the economy require full reciprocity in the phase-out of tariffsin free trade agreements.
Based on the information available to the Committee, the U.S.-Korea Free Trade Agreement appears
to achieve that goal.

o Rulesof Origin. Because U.S. exporters depend on clear and uniform rules of origin, ITAC9
supports the use of more sector-specific rules of origin such as those incorporated in the Free Trade
Agreements with Chile and CAFTA.



e Environmental/Labor Issues. The Committee supports use of side-agreements, as opposed to
inclusion of these matters in the core text of the FTA. The Committee believes this encourages
private-sector cooperation toward furthering the advancement of environmentally sustainable
economic development and equitable labor standards. The Committee is also concerned about
suggestions in the Agreement that appear to approve use of measures to achieve environmental goals
in the context of multilateral environment agreements (MEAS). While theoretically laudable, this
language contains no counterbal ance to assure that these trade measures are the least disruptive
necessary to meeting those goals. There are also likely to be situations where either the U.S. or Korea
isnot a party to the MEA in question. Use of trade measures by the Party to achieve the goals of the
MEA under those circumstances would not be acceptable to the non-Party.

o Dispute Settlement. A cooperative dispute settlement procedure, aimed at encouraging compliance
with the provisions of the FTA is essential.

e Standards. The Committee supports the provisionsin the Agreement for cooperation on technical
regulations, standards, and conformity assessment procedures. However, the implementing
procedures are vague enough to alow considerable misuse of product standards as trade barriers,
unless the U.S. and Korean Governments follow through with a strong compliance program.

e General Provisions. Although the U.S. Korea FTA isthe most important agreement since NAFTA,
the Committee believes that the allocation of the resources of the USTR and the Department of
Commerce and the ITAC trade advisory process should be reviewed. The multiplication of bilateral
trade negotiation, in many cases with countries of very limited general trade potential for most
economic sectors, has the potential of diverting attention from multilateral negotiations of overriding
importance to U.S. trade and prosperity. While the efforts and performance of government agenciesin
pursuit of bilateral agreements have been commendable, a reassessment of negotiating priorities and
reevaluation of the overall benefits of current efforts could lead to expanded progressin global trade
liberalization.
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