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'TEIMPORARY SUSPENSION OF DUTY ON CERTAIN FORMS
OF COPPER

JUNE 8, 1966.-Ordercd to be printed

Mr. LONG( of ILoulisiana, from the Committee on Finance, submitted
thie following

REPORT
[To accompany It.lR. 12676]

'The Committee on Finance, to whon was referred the bill (H.R.
1267(i) to amend the tariff schedules of the United States to provide
thlt certain forms of copper be admitted free of duty, having con-
sidered thle same, reports favorably thereon without amendment
un(daecommiiends that the bill do iass.

PURPOSE

I.RIt. 12676 suspends temporarily, for thle period February 9, 1966,
to Julle 30, 1968, the dllties applicable to ilinwrought. copper (except
nickel silver), colpper waste, and scrap, and( copper articles imported
to l)e used in relmanufacture by melting. The bill would also suspend
for tile samtie period the duties applicable to the copper content of
certainly copper-bearing ores and materials. The duties that would
be sulspeiided by the bill would in each case atiouint to 1.7 cents per
pouli of pure col)per whichl may be commercially obtained from the
ill)orted article, except that in tile case of nickel silver waste and
scral thlie rate is 1.7 cents per pouiid of tile commercially recovelrable
col)pIler content plus 10 percent ad valorem.

GENERAL STATEMENT

( 'ppler is Ia metal that is of vital imlporttance to the Naition's (defense
11nd IIoil(lefeilse 1iee(ls. It is 1ise(l ill the electrical inlllstry ill tlle
iuiitiifacttlre of generators, motors, locomotives, telephonea1id tlle-
grplll eqlipmllent, light 1111l p)o\wer trallsniissiol lies, tand Iniuerolus
o{tli(e items. It is c((lsilllle(l by ctlie copl)per-base alhloy ild ill the
miaiitifac01tire of p)ro(icts used il l)tIil(lig co(str11ctioll, principally
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SUSPENSION OF DUTY ON CERTAIN COPPER

plmlllnlig and roofing materials, and in tile manuifactulre of autoimo-
biles all(n tr icks, in shipbuilding,in tile lrodluctiion of amllllnlitioin,
land for at wide variety o(f other pulrlposes.

Ill 1965 tile United States consumed al)out 2 million tons of refined
copper, al)oilut 90 percent of which was domestically produced. The
balance of al)proxilnately 200,000 tolns was imported. Chile supplied
abl)lot 100,000 toIls of sut(ll imll)orts, while approximately 40,000 tons
came fromnl Canada andl 60,000( tons from Peru. Despite substantial
inlcremlents in recent years in the domestic production of copper, such
output has not been stlfficient to satisfy increased domestic consumnp-
tion requirements.

In mnidallultmtiln of last year, it became increasingly apparent that
world dlemllland( for' c()pper exceeded worldsupply. The short supply
lias been reflecte(l ill pressure o() copper prices both tt. homee land
ab)rod(. Tile U.S. producers' price for refined copper, which until
NIarcih\ 1964 hadl remained constant at 31 cents a pound for about 3
years, experienced( three increases in tlie space of little more than 1
year, g(roing fiolml 31 to 32 to 34 cents and1 then to 36 cents per pound
in May 196(5. After consultations and conferences with representa-
tives of tie Federall lGovernment, domestic producers have endeavored,
oIn Ia vo1111ntarv basis, to maintain tie 36-cent-per-pound producers
price for domestic copper in the U.S. market. These producers have
continued to maintain this price level to tlie present time.
Tle prices for copper outside the United States, however, have

ranged in recent months from a minimum of 42 cents per pound to a
lmaxilumn of about 90 cents per pound. The spot price of copper on
tihe London Metal Exchange on May 3 was about 70 cents per pound.
()On April 14, 1966, Chile (whiich sets thle price at which its copper
may be sold) announced that. the price-for its copper would be in-
creased, effective July 1, 1966, to 62 cents per pound from 42 cents.

'l'!e administration Ihas taken several steps to prevent similar sharp
increases itl tlieprice of copper inl this country and to safeguard U.S.
supl)l)lies of copper for U.S. consumers. It (1) released about 200,000
.short tolls from tlie national stockpile in November 1965; (2) tightened
export controls through its export. licensing authority on November 24,
1(965, D)ecembler 14, 1965, and January 20, 1966; (3) requested the
(Commodity Ex(halnge to increase margin requirements on copper
futures froni 10 percent to about 70 percent in an effort to cumrb
speculation; (4) authorized an additional 200,000 tons of copper to be
released from the national stockpile Iduring 1966; (5) is attempting to
expand( (lofmestic outpl)utt through subsidy payments; and (6) lias
entered into agreements with the governments of copper-producing
nations to hold( a United Nations conference in an effort to stabilize
produc(l tion and prices. These actions are part of a four-step program
announced November 17, 1965, to maximize the supply of copper in
tihe LUnited States to provide for stabilization of the domestic market,
ati(1 to 1maintailn noniitflationary price level for copper. The copl)per
program, as well as an arrangement with Ch(ile to insure that. tlhe
quantityy of copl)per it previously exported to this country will continue
to be available to U.S. consumers at. the lower U.S. price, is descril)ed
in a letter add(l(lressed to the chairman of the Committee on Ways and
Means by thle Under Secretary of State. This letter appears inl tlhe
appendix of this report.
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H.R. 12676 would lower the cost of imported copper to U.S. con-
sunlers by the amount of the U.S. import duty anld to that extent
wouldhelp prevent a rise in the U.S. price of copper during the present
shortage. However, so long as the world price for copper is far
higher than the U.S. price (as it is today), eliminating the 1.7-cent
duty will attract little foreign copper to the U.S. market. On the other
htand if the price differential narrows the duty suspension provided by
this bill could make a significant contribution to our efforts to assure
adequate copper supplies at reasonable prices.
As stated above, H.R. 12676 provides for a temporary suspension

of duty on copper raw materials and copper scrap, for the period
February 9, 1966, to June 30, 1968, both dates inclusive. Your
committee notes that similar legislation has been favorably reported
by your committee and enacted by the Congress for periods in the past
when the available supply of copper was insufficient to meet demand
and pressure on prices existed. The periods covered by such prior
eiictmtents are as follows: April 30, 1947, to the close of March 31,
1949 (Public Law 80-42, approved April 29, 1947); April 1, 1949, to
the close of June 30, 1950 (Public Law 81-33, approved March 31,
1949); April 1, 1951, to the close of June 30, 1958 (Public Law 82-38,
approved M-ay 22, 1951, as extended by Public Law 83-4, approved
February 14, 1953; Public Law 83-452, approved June 30, 1954; and
Public Law 84-91, approved June 21, 1955).

hle suspensions of duty provided under H.R. 12676, as reported by
your committee, would be inapplicable during any period in which
the price of electrolytic copper in standard shapes and sizes, delivered
Connecticut Valley, is below 24 cents per pound as determined pur-
suant to headnate 5, subpart 2C, schedule 6, of the Tariff Schedules
of the United States. It would also be inapplicable to copper from
Colnmmunist countries.
Your committee has received favorable reports on HI.R. 12676 from

the Departments of State, Treasury, and& Commerce, as well as an
informative report from the U.S. Tariff Commission. Your com-
mittee recommends expeditious enactment of this legislation.

CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill are
shown its follows (existing law proposed to be omitted is enclosed in
black brackets; new matter is printed in italic; existing law in which
no change is proposed is shown in roman):
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SIlP..AT B OF PAIT I OF TIHE APPENDIX TO THE TARIFF SCHEDULES
OF THll UNITED STATES (19 U.S.C. 1202)
APPEND)IX TO( TflIE TARIFF SCIIEI)ULES

PI.\{ir I.-TENMPOI')lt. Y LEGISLATION

Articles

Stilpl)art 13.--'T'emplorary P'rovislons
Almendling tle 'Tariff Schedules

Metlil waste andl scrap (provided for ill
):art 2, shele(ldllOe (i), except lead, zinc,
111i1 tIiigste(I waste Iun(1 scrap:
iInwmroulght metal (except copl)lr,
leal, zinc, 1ll(l tulngsten) il tile form
of pigs, iiigots, or billets (a) which
are defective or laliaged, or have
I)eei produced from melted down
ietal wste iand scrap for conven-
ielce In handling and transportation
without sweeteniing, allowing, flux-
ing, or delilerate )urlifying, alnd
(I) which ('Icannot 1X' ColimilerCellly
used withollt remanufacture; relay-
lng or rerolllng rails; a1m articles of
metal (except articles of lead, of zinc,
or of tungsten, and( not including
metal-lwaring mIaterials l)rovi(led
for in schedule 4 or In part 1 of
schedule( 1 and not Includling intl-
wrought metal provided for itn part
2 of schedule 6i) to I)e used in re-
immaufactllre by meltiing
Coplper waste nd scrap ...........

Articles of Copper ..----------

Other -.----.------.........---..-. -

Hates of duty

1-1)

**

1.7¢perlb.-1-2 per lb.
on 99.(%[ on99.0%
ofcoplper I ofcopp)lr
content. L content.

Free

[1.275r1 per
11b]

Free

Free

No change
11E.5 per lb]
No change
Free

Rates of duty
Itemi Articles ________ ._ Effective

Period
1 2

911. 13 Copper bearing ores and materials (pro- Free of duly fin- No change On or before 6/.W068
tided for in items GOe.30 or 603.60, part posed on cop- when headnote 6,
I, schedule 6). per content part 1, schedule 6

under Items is inapplicable
60(.30S or 603.50

Rates of duty
_.___ _.________________ Effective

Period
1-a 1-1) 2

911. 14 C'ement copper and copper precipitates Free No change No change On or before
providedd for in item 61.o.02, part C', 6/0s/68
schedule 6).

911. 16 IBlack copper, blister copper, anode cop- Free No change No change On or before
per providedd for In item 611.03, part 6/30168
C,. schedule 6).

911. 1 Other ,rnwlrouoht copper providedd for in Free No change No change On or before
item 6t2.06, part 2C, schedule 6). 6/30/68

4

Itlem

911.10

911.11

911.12

2

-4 ler b. -

on 9.6%i
ofolpper

_ content.

No change
t3 peXr l)b]
No change
Free

Effective
IHriod

eOn or be-
fore I
6/30167. J

On or before
6130168

On or before
61/0/6S

On or before
6/30/67

[

9.869604064

Table: Subpart B of Part 1 of the Appendix to the Tariff Schedules of the United States (19 U.S.C. 1202)
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APPENDIX

UNDER SECRETAIY OF STATE FOi ECONOMIC AFFAIRS,
IWashington, April 25, 19GG6.

Hon. WILBUR D. MILLS,
House of Representatives.
DEAR M'I. CONGRESSMAN: The Department of State supports

H.R. 12677, a bill to suspend tempIorarily the (dutty on imports of
copIper raw materials. Twice before, in 1947 and 1951, thlis duty
was stlspended by the Congress. The periods cov\ere(d by the previ-
ous suspensions were from April 30, 1947, to July 1, 1950, and from
March 31, 1951, to June 30, 1958.
Dtlring the months of October and NoNvemlber 1965, it became in-

creasingly apparent that world demand for copper exceeded world
sul)ply. In part this imbalance was the result of sharply increased
leImiand il a number of industrialized countries. For example, U.S.
demandd for refined copper rose by about 662,000 tolls in the period
1960-65; the latest estimates are that U.S. demand in 1966 nmay be
as ilmlC1 as 300,000 tons more than it was in 1965.
Two other factors also contributed to the imbalance between world]

supply tand demand: One was at number of strikes which interfered
will tile production of Chilean copper; and the other was uncertainty
as to whether the so-called Rhodesian problem would interfere witl
exports of copper from Zambia antid uKatanga.
This imbalance reflected itself in rising prices on thle London Metal

Exchange and b)y rising prices for scrap COPper in thle U.S. market.
In 1965 the United States constumed about 2 million tons of refined

copper, about 90 percent of which was domestically plro(lldced. The
balance of about 200,000 tons is imported tas follows: About 100,000
tons annually from Chile, about 40,000 tons annually from Canada,
and about 60,000 tons annually from Peru. (Addlitional amounts of
foreign-produced copper are brought into the United States for proc-
essing and reexport.)
In October-November 1965 the U.S. Government consulted with

certain large domestic producers of copper and( requested tlheml, oin }
voluntary basis, to continue to maintain a 36-cent producer's price
for their domestically produced copper in the U.S. market. These
domestic producers have, up to this time, continued to maintain the
36-cent price level. Since that time, the prices for copper on tle
London Metal Exchange iand for scrap )copper in this market have
continued to rise. The current price for No. 2 copper scrap in this
market ranges from about 51 to 65 cents and the current spot price for
copI)er on the London Metal Exclhange is about 91 cents. On April
14, 1966, the Chilean Government announced that its copper exports
to markets other than the United States would be priced at 62 cents.
On November 17, 1965, the Secretary of Defense made the fol-

lowing statement to the press:
5
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"Secretary of defenses Rol)ert S. NlcNamatr stated that ourglreally
ilnrelaseo (d'fen'lls efforts ill Vietnlaml arind recent, international( l political
d(isturlbanl'ces tlhreatenl toI (isrul)t atnd( distort tihe market for copp)l)er
iesplite tlie best efforts of tlie industry to supply)l5 te market.t 'is

illlarklet dlisrlil)ti(oll can lead to strong infllltionary' develo()miellts n(ot
()nly in c())l)ppe essential to defense needs, but also more generally
itro;)Igllo)tit (l'r eco()llloy. Suchlevelopmlents would serio( usl ipllair

oil'r dlefense efo('rts ill VietUlam. TI avert them, thie Governmlnllt, after
dis(icussi(on with membi l)(ers of tihe indsu try, is initiating tile following,
ac('t ion:

"(a,) Atr1rangelroenlts are l)eing made for ties orderly (disp()sal of at
least 2()(),(())) tnlls of c(')pper from tile nati()nal stockpile.

"(b) Exl)ports of paper r and(l copper scrap from thie United States
will I)e cn('()tro(lledo foi anlindefinite period in (order to c(rserve do(,nestic
Slp)ly.

"(c) legislllti)on will be requested of the Cong(ress by tlie admilnis-
tratio()ii to permit tlhe suIspeJ)sioll of import duties o11 copper which
at present, aim(ount, to 1.7 (cetls per poundd(

"(d) I)iscus.sionls will be) held with thie directors of the New Yo'rk
(()om1lmoitv Exchlanige IurginlIthen to curl) excessive sp)ectIlati(on ill
c('pl)er trading(gl by ralisilng tile margi reqlliremlents f)r copper from tile
current level (,f aplproximately 10)er(cent to() figure 1or()e comparable
t(o that requiiedl for trading (11 the New York Stockl Exchange."

It hasIi eenasked whether tll United States lias alreadyco(mllmitted
itself, ill negotititions wit l t(lie Governmlent of Clile, to t susplensionl of
tl(e 1 .7-cen l (Iltlty on co()l)'er. 'lie a answer is that there is no suchcl((m-
Iiiitiitlirt. Ii0ll1i ( isculssions with llle(lGovernlment oft Cile we did,
howe ver, inform thellmi of tlie text of tlie announcement quoted above,
including tlie statemlentl that: "(c) Legislation will he requested of the
(C)glress )by tlhe adm(llilistrationl to permit the susp)e.nsion of ilipl)(rt
dultie.s o(I copper which ait present itmotint to 1.7 cents a )oui(ld.."

()On November 20, 190( 5, tlie Chilean Governmenti expresse(I its
satisfactlion \\ ill t i.isailnnounicemenit al((l o sl)ubseq(luent o(ccasionls hlas
indliciate(l its interest i action to suspend the duty. 1Our arirailgeilents
with tlile Goverlnmenlt (,f (Chile are, however, no()t c()otiigent )on (le
slispenlsioll of t lie (duty.

( 'oilsistent with tlie administration's request that donliestic pr)o-
(difter.s hold thlie prodl)l cer's price ut 30 ('cents, tlie Departmllenlt of Stlate
(ldiscussed('l witl tlie Golvern ments (of (Canlada atid Chile possible llar-
ranI,.,el(enl.;ts t(o maintains tlie 3:(-('cent l)ro()(lcer's price o() that portion
(f their exp)(ortls (destined( fo(r U.,. consumnllption. The (iovernmenlt (of
( 'anlladla indicated that it was not feasible, in its free ecollnomy to(
re(lire produc(lers to sell for )one price in the U.S. market and antotlier
pric'(e ill tle worldl Inarket. No a))proac(il was Ilade to Pertl because
that col111ntry, like (.'anadta, liltas no au thorit.y or melhanillsm for con( trl
of export prices.

('lCile (loes, however, have tile allthol)ritv to fix its copper export
pric'(s. On January 26, 1966, the Government (f ('lile alliotlllinced
tlie following:

"Thle (:,opper l)epartmllenlt of (Clile set 42 ceintis a pounds) tas tle
selling price of (.'Gra N [ineria c()pper, starting last Janulary 4.

'ri()or to that (lecisioni , tlie Governllent of tlie UnJited States lad
establlislied 36 centss a 1)po (nd as thle copper price inl that,countltr'y.

6
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'"Therefore, the Government of Chile initiated conversations with
the Government of the United States to reach an agreement that would
protect the mutual interests of the two countries.
"As a resullt, of those (conversations, only 90,000 metric tons of tlle

total sales of (Gran Mlineria copper will go to the United States in 19606,
and( thlley will be sold at the price fixedl bl the U.S. Government. Thle
Government of the United States, ill turlll, in order to compensate for
the smaller tax revenue (since part of tlie )ric (difference affects the
Chilean state and part affects the companies) has reached the following
compensatory agreements with thle Governmlent of Chlile:

"1. The (Governmlentl of the lUnited States has manifested its agree-
mIent aInd its purpose that All) slltll grant tlhe Central Bank of Chile
an ad(litional lola of 10 million 1t.S. dollars, to be immediately availa-
ble 111ler1 that agency's usual ternls. Tlhe Cenltral Bank of Chile will
use this 40-year loan for a special line of lledilnl-ternl credit for tlhe
expansion of Chlilean industry, including medilum- and small-scale
mliing.

"'2. Furthlermore, in view of the exceptional conditions in the sale
of (lie ab)ove-mlneltioned 90,000 tons, tlhe transaction will be carried
out. witlldiirect )participation by tlle (Copper' Department,, and from
that stle the Government of Chile should benefit by tan amount that
will sitistanitially coil)ellsate for tlie tax share corresponding to the
police differencee. That amloulit. is estimated( at 1.76 cents per pound
net ..--tlat i, app)lroximatelv 3.52 million U.S. dollars for the total
volume stated---whichmu1ist be fully absorbed by the producing
(OIlplanies.

"Thlese agreements will apply during 1966 and refer only to })lister
col)per in bars produced by tile Chile Exploration Co. and tilthe Andes
('Copper) liining Co. Any other sale of copper of C'hilean origin by
other companiess or inany other form sold in the United States will be
conltrolle(l by tile departmentt under conditions deemed most advan-
tageouts from the commercial standpoint.

"If the price of large U.S. domestic pro(lucers increases during 1966
the sales transaction system described will be reviewed in ordr to
preserve the al)l)lication of tile above arrangements."
According to tle press, thie arrangements described in tlhe January

26, 1966, statement of tile Government of Chile has been the subject
of considerable discussion in Chile. For ourl' part, we consider tlie
undertaking to continue to supply our market, with 100,000 short, tons
of ('ol)ppr at a producer's price of 36 cents to be an act of cooperation
inl our attempt to stemn "inflationary developments not. only in copper
essential to defense needs, but also more generally throughout our
ec(olnomly." (Our interest, is in preventing market disruption and
i}iflation in a product essential to defense needs. We consider this
act of cooperation on Chile's part to be in somil respects comparable
to ,U.S. f'rorts over tlhe years to help that country to control its own
inflationary forces while promoting its economic and social progress.
InI order to compensate (Chile for its loss of exclihange earnings tilhe
arnimagements provide for a loan, on concessional terms, of $10 million
for t le purpose of financing the import nation (of capital goods from tlie
United States on terms which woutl( intake it possible for the Chilean
private sector to carry out. investments which would strengthen
an(l diversify the national economy. This is additional to the pro-
gramn loan for this year, also oni concessional terms, of $S0 million.
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Thlle arrangement with ('Chile fOr 100,000 tons tat 36 cents has, in our
olinii,ll together with ,ur export control program, the releases from
oIri st(ckplile, a1ndI other pr)ogranis, curtailed price increases in scrap
aind finished p!ro),(i c(ts (olitaitning (copper.

It ha,.s Ibee suggested that the suspension (of the 1.7-cent (duty
(,I ('c,)l)per will inot signifi('illaty r(ll(uce inflationary pressurlles in ulir
ma rket. While agreel'(''in, att his isi)lt a part o(f tile larger problem,
we oitil t ( thatt let 1.7-cent (Ility is lIeilg p)asseI on ,by thie importers
to tle {'.S. c' lsmlll er. Affected by thle, stlslp)elsi(on of the dilty wulild
nit ()olly ,e te 100()()00)() tons-inllported atL1Itially froml ( 'lile bit tile
i(liliditioal 100,000() toils imiplorted( anntiallly fro'm ('anla(la L1an Peril.
We believe this to1e signlificait. We know o(f noe(,conMic or( polit ical
jtistifi(cati(on for'co,(aitilliig, rto illl)(se tlie ((ld(ty(o cl)l)ergivec tlie
(ctiirrelt co.(diti(tonls (f sIol(i'ltage already refertlre to.

Itlmias Ibee('l asked w(,lllster ahl,lighrl price ill (ilir market wo1lld
iot provide ail ilncetiive to iiiease. i(,l(lo illesti( pi(roductioln stand also
d(lec('rlas our (ldepen(dence (on (itsile sources o(f supply fotr atl)lt,
1) i)er('cent o()f or(onS1t.iij)mptio. A('cor(Iilng t(o (out information,
lie inimj(itry (i tIl( inl(list'W (*oisi(lers thIaltta 3S-entprice level is

ai adl(e(' lllate( ill(lcetive andtIta( t higher( l)ri'ces will encll(olragesuibstitll-
ti(It. rtindeed(, (Imlestic Ipl)r(i( ucli(tl) ()f co(l)per increased bly all)(ilt
! percent last year and, wve ar( informed,t(le ilndiistrv already hats
plains for il((creaIsillg (IdtIlmestic prod((lltionl by aio()tlher 9) percent, this
year. We are als, inf(,Ired thalt whletn, diiring tlhe K( rean crisis,
(,(ipper p)ri('(ces rs(e( sltarpl)ly for a I 'ief perio(I ()f time, a significant,
ja 't ()f tieci(())lp)(r tia'1ket waslpe'lll iIen(tlyll lost to. suli)stlitlutes.
1'llls it w,'(Iidl( apl)lear l ltli le I.S. iiautio(laul interest ('oitl(ci(es with
lile c('rl)(rate illte'iets'ts o()f d(Illiesti(' p)1r(1i(ucers il lp'reventinig rnltawlay
((,1)lpper prices in (l,,lr!t market .

It is Iruel, however, tIhalt tIhelre 11y l)(e iargitnal cop()l)per produ(l('ers
ill tlie I'llit'(l Sltates whow.'(I ,ld Ibe i(l(e ( ('!rt'iase (do)mesti('
ipo'(I(lic(tioll if tllre we(re add(liti(onal in(cenltives. T1( meet this facet,
Of tlil( p()blelll, anId t( a('accelerate (delivery (f acil(.lcinlery wili(ll couldid
be ai )(Itb leneck ill (uiaickly incl(reasinlg (loliestic p)(roducti)on, tile admllil-
istlltitonlil 1l(d ti(elI(llo(wing statellment ()o Mlar('lch 21, 196>6:

"I'lle I'(resil(ent (lire('cted Ie Se(etar (If ('onitmerceati(iSecret ay
o(f the Itilterio'imaand tlie Dir:.ecl( r (If tih( O()lice (f Emergency IPlainning
to take atll n(ece(ssat'y st(,!)o( expand( (lomestic pro(litcltion of co()pper
tllllhigh( tileItse ()f spl)ecial il( es ( itselective basis."

It liats also, been asked whletlher lile suspenisiIon (f tlie (duty on cop)l)er
will not l.eslllt ill l()ss I(f tairif(frevenue. It will. The duty of 1.7 ((cents
la pudil(In ()i 200,00() tonls (f (')ppl)er impl)(rte( annulltlly for (li(mlestic
('(c11illl)lion allilluilits to aboi)It $6,S()),000. Wve believe this loss to be
111m(o' tlanill (outweigile by lie aldvailtagges ()f suspend)(ling tlie dilty
especially in view (If (lie fact(, tI lit lower c(l)pe('r (os(sts will l)lresultl)ly
result ill a siLnifi('atit increase ()f taxable) inc(imlne.

Questions have also Ibee( asked c((iern:ing tlie decision o(f tlhe
( 'hileanl ( Iovcrn( 11(en tt (t) il(rease by albIot $3.;4 nmlillion its t al reve les
at, t heexpenses( ()f tlie( ('()ppe)r ('()tl)any((ivo( (cerned. The initiative was
thint. (,f tlie( ( 'lilean G(overntllent landi for its benefit. Obviously,
tile (Chilean tax increase was I(ot suggested( by tle company. On
the contlralry we uinderstandl( that it will rel)resent an additional l)ur(len
on tlie c(,oii)pany. As we und(lerstant(, thle arrangement in essence is

8



SUSPENSION OF DUTY ON CERTAIN COPPER

that tile producing company in Chile intends to make up illn art
tile tax loss arising omut of the sale of copper in tile United States at
:1; ceits instead of 42 cents per )pound. I'his will be achieved through
ai adljustmenlt in tile company's smelting and ~,marketing charges
which(l woull result ilnan increase of the Ch(ilelan ogovernment'ss
fiscal revenue of about 1.76 cents perpoundd on tlhe 1(),0()0 tonls of
o)l)per. This will have (li effect. of 'reducing the ('lhilean Govern-
litPllt's loss, )y al)outs$3/,: Ilillion, of tax revenIue estilmatled at about
$4 '' million figured on tlite difference between a 36"- and 42-cent
price on 100,000 tons. The company in turll as informed our
I'reasurl D)epllrtlnen t of these facts. iThe effect of this a ratngeiuen t
fil tein U.S. tax liabl)ility of tlie c(ompal)nlv is still unclear. 'l'he In-
tci'il IRevenue Service is ntiotilta )ositionl to reach aty11 concllusilns
on tilis matter until thle comllpanly's tax 'return is Iau(lite(I.
This arrangementt resulting flrot thle iitiative of tlie (()(' in

J111111ry 1966 had no relationship to t he statement t (of Secretalry
McNamtara in Novemnber 1)965 Which announced( the administration's
lecisi(l tt leC(('i()ress tt(h susl)(plsion (of tilhe illl)()rt
duty.

Inl sum, tlie l)epart ment o)f State believes that tlie tnatiollnal interest
w\\oull be served by suspendingtlie duty, its llts twice been (l(ne b)(efo(re,
for (lie retasos(riven.

'I'lis letter lias been clealredl1y tlie Treasury l)epartmenttntlwhich
c('ocu'rl's in t e recommllendatlion.

Sincerely,
THfOM.AS C, . N .xN .

C)
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