


































































































































































































Table 16
Butt-weld pipe fittings:

January-March 1991

A-30

Share of apparent U.S. consumption supplied by China,
Thailand, and all other countries,

1988-90, January-March 199Q, and

(In percent)

Ja -March--
Ltem 1988 1989 1990 1990 1991
Share! of the guantity of U.S. consumption
Apparent consumption®
(1,000 pounds) . . . 106,332 96,761 101,796 26,069 24,406
Producers’ U.S. shipments of
finished fittings . . . . dekk Fdek FkE Fokk ik
U.S. imports of finished and
unfinished fittings:
China . e e e e 9.0 24.8 32.2 35.5 14.1
Thailand 12.1 17.1 12.1 15.2 11.2
Subtotal 21.1 41.9 44.3 50.7 25.4
Other sources . 40.1 26.1 23 .4 29.9 15.0
Total . 61.2 68.0 67.7 80.6 40.4

Apparent consumption!
{1,00C pounds)

Producers’ U.S. shipments of

finished fittings .

U.S. imports of finished and

unfinished fittings:
China . e e ..
Thailand

Subtotal
Other sources .

Total .

Share! of the value of U.§. consumption

92,406 93,311 87,842 23,635 22,620
*kk *hK HHk kR *dk
5.1 13.3 21.5 22.4 8.7
8.0 14.1 10,7 12.8 9.2

14.1 27.4 32.3 35.2 17.9
28.9 23.6 21.2 25.6 15.0
43.9 51.0 53.4 60.8 32.9

1 In order to avoid double counting, consumption has been reduced by

producers’ purchases of unfinished fittings;

therefore, the shares of

consumption accounted for by producers’ shipments and imports, together, exceed

100 percent.

Note.--Because of rounding, shares may not add to the totals shown.

Source:

Compiled from data submitted in response to questionnaires of the U.S.

International Trade Commission and from official statisties of the U.S.

Department of Commerce.
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usually distributed with the price list.*® Eleven of twelve importers
reported not using price lists. They base prices on their costs and the
volume of their business, or negotiate prices directly with the purchaser.¥
The one importer that reported using a price list for sales to its customers
uses it as a point of reference to compare prices with the competition. This
importer reported slightly larger discounts to stocking distributors that
carry inventories of butt-weld pipe fittings.

PRICE TRENDS AND PRICE COMPARISONS

The Commission requested 10 U.S. producers and 50 importers to provide
quarterly pricing data for spot sales of the following three types of carbon

steel butt-weld pipe fittings to distributors during the period January 1988-
March 1991:

Product 1: Elbows: Carbon steel butt-weld, 4-inch nominal, 90°, long
radius, standard-weight fittings.

Product 2; FElbows: Carbon steel butt-weld, 6-inch nominal, 90°, long
radius, standard-weight fittings.

Product 3: Tees: Carbon steel butt-weld, 4-inch nominal, standard-
weight fittings,

Specific pricing data requested for each product include the quantity and net
f.o.b. price for each firm's largest single sale in each quarter to an
unrelated U.S. distributor, as well as the total quantity shipped and the
total net f.e¢.b. value shipped in each quarter to all unrelated U.S.
distributors. Importers were also requested to report separately for each of
these products imported from China and from Thailand. Three domestic
producers and seven importers provided pricing data for sales of these three
products in the U.S. market, although not necessarily for all three products
or all quarters over the investigation period (tables 17-19).

Weighted-average prices for U.S.-produced 4-inch and 6-inch elbows sold
to distributors **%* 6 over the inveStigation period. Prices for 4-inch elbows
*** percent from *** per piece, while prices for 6-inch elbows *** percent
from *** per piece. Weighted-average prices for U.S.-produced 4-inch tees ¥¥¥
over the investigation period, *¥%* percemt overall from **% to *%% Prices
*%% per piece with *** sales volumes in the second quarter of 1989 and #¥*,

33 Most discounts in the industry are made using multiplier factors ranging
from 0.900 to 0.155, depending on the producer and the size or value of the
order. The total list price value of any purchase is multiplied by the
appropriate factor in order to arrive at an actual purchase price. The result
of this policy is discounts from list price ranging from 10 to nearly 85
percent. *%* this discounting policy was established in the industry a number
of years ago and most manufacturers are reluctant to switch to price lists
with lower prices and smaller discounts because they do not want to confuse
their customers and cause them to switch to another supplier. wkx,

3% This was also noted by a respondent at the conference. Tranmscript, p.
89.



Table 17 '
Weighted-average net f.o.b. prices for sales to distributors of product 1 (4-inch elbows) reported by U.S.
producers and importers and margins of underselling (overselling), by quarters, January 1988-March 1991

United States China Thailand
Period Price Quantity  Price  Quantity Margin Price  Quantity Margin
1088 $/piece Pieces $/piece Pleces Percent $/pilece Pieces Percent
988:
January-March,.... kkk *kk Fkk *kk 35.8 *kk *k%k *dk
April-June........ deokk ek *kdk *kk a5.5 kekk kK *kk
July-September. ... kK *kk Fkk kK 33.9 *kk Fkk ok
October-December. . *iek *kk *hk ko 32.1 *kk *kk *kk
1989;
January-March..... *kk *kk dokk Fkk 31.2 kdrk dededke *okk
April-June........ *kk *kk *kk *hek 29.9 *kk *kk *dkk
July-September.... Jokk ko *kk %k 33.8 *kk *kk *kk
October-December. . *hk kK *kk *kk 32.9 hkk *kk *kk
1990:
J anuary- March..... *kk *kk *kk k% 28.9 *kk kkk k%
April-June........ ik Jedede *kk *kek ‘ 33.2 *kk *kk *kk
July- September e *kk *kk *kk *kk 313.7 *kk *kk %k
October-December. . *kk *kk *kx *kk 43.8 *kk Jkk *xk
1991;
January-March. .... *kk *kk *k%k *kk 43.1 *kk d*kk k%

Source: Compiled from data submitted in response to questionnaires of the U.S. International Trade
Commission,

¢tV



Table 18

Weighted-average net f.o0.b. prices for sales tb distributors of product 2 (6-inch elbows) reported by U.S.
producers and importers and margins of underselling (overselling), by quarters, January 1988-March 1991

Unjited Stateg

Perjod Price
$/piece Pieces
1988:
January-March, ..., dekek Fokk
April-June........ %k dekek
July-September. ... *hk ekk
October-December. . ik ke
1989:
January-March..... *kk ke
April-June........ *kk ke
July-September.... *kk Fkk
October-December, , ek kK
1990
January-March..... *kk dhkek
April-June........ *kk Sookk
July-September. .. ko Fokek
October-December, . Fedede ek
1991:
January-March..... kK *kk

ice
S$/plece
*kk
*kk

*%kk
*kk

dokk
*kk
dkk
*hk

*kk
*dk
kX
*kk

kkk

uantit
ece

dekk
*%k*k
k¥
Kk

*kk
*kk
Kk
*kk

tkk
*kk
Fdek
*kk

*kk

argin

Percent

34,
31.
25.
25.

28,
27.
27.
26,

21.
27.
30.
25.

36.

~ =D N

-~ O W LN

Ihailapd

Price  Quantity Margin
S/piece Pieces Percent
*hk *kk *kk
*kk *kk *kk
*%ek sk *kk
sk *kk dkk
kkk dekk dedek
*k% *kk *k%
*kk *kk *k%k
*kk k&% dkk
xkk *hk *kk
*kk *%k *kk
Jedkek Jk® sk
*kk *hk k%
*kk *k¥ dkk

Source: Compiled from data submitted in response to questionnaires of the U.S., International Trade

Commission,

€E-v
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Table 19

Weighted-average net f.o.b. prices for sales to distributors of product 3 (4-
inch tees) reported by U.S., producers and importers and margins of under-
selling (overselling), by quarters, January 1988-March 1991

United States Thailand
Period Price nti Price antit Marpgin
* * * * * * *

Source: Compiled from data submitted in response to questiomnaires of the
U.S. International Trade Commission.

Weighted-average prices for 4-inch and 6-inch butt-weld elbow fittings
imported from China *%* the investigation period. Prices #%¥%* 6 when **% in
price occurred., Prices for 4-inch elbows *%* percent from *%* per piece in
the third quarter of 1990 to *** per piece in the first quarter of 1991, while
prices for 6-inch elbows *** percent from *** per piece in the fourth quarter
of 1990 to *¥** per piece in the first quarter of 1991. Prices for sales of 4-
inch tees from China were reported by only one importer for one quarter during
the investigation period. In the first quarter of 1991, the reported selling
Price was *** per piece with a volume of **¥* pieces.

One importer reported usable prices for sales of butt-weld pipe fittings
from Thailand over the period of investigation.?®® Prices for 4-inch elbows
were %% between the second quarter of 1988 and the second quarter of 1990,
and then *** percent in the first quarter of 1991, the next quarter for which
pricing was reported. Prices for 6-inch elbows *#%¥, *%% between the second
quarter of 1988 and the first quarter of 1990, Prices *¥%¥ percent in the
first quarter of 1991, the next quarter for which pricing was reported.

Prices for 4-inch tees from Thailand showed **¥%, between the second quarter of
1988 and the first quarter of 1991.

Price comparisons were possible between domestic and Chinese 4-inch
elbows sold to distributors in each of the 13 quarters of the investigation
period. In all 13 instances, the Chinese product was priced below the
domestic product, by margins ranging from 28.9 percent in the first quarter of
1990 to 43.8 percent in the fourth quarter of 1990. Similarly, 13 quarterly
price comparisons were possible between domestic and Chinese 6-inch elbows.

In all 13 quarters, Chinese butt-weld fittings were priced below the domestic

¥ One other importer also reported sales of Thai butt-weld pipe fittings
during the investigation period, but the data for these sales were not usable
because the importer was only able to report totals for the year 1990 and was
not able to identify the actual quarters in which the sales occurred. The
average prices reported by this importer for sales in 1990 were *** for 4-
inch elbows, *** for 6-inch elbows, and **% for 4-inch tees.
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product, by margins ranging from 21.5 percent in the first quarter of 1990 to
36.7 percent in the first quarter of 1991. 1In the first quarter of 1991, the
only quarter for which pricing for Chinese 4-inch tees was reported, the
Chinese product was priced 16.7 percent below the domestic product.

Price comparisons between domestic and Thai 4-inch butt-weld elbow
fittings were possible in nine quarters during the investigation period. 1In
each of these nine quarters, the Thai product was priced below the domestic
product, with margins ranging from *%* percent in the first and second
quarters of 1990 to #** percent in the first quarter of 1989. Nine quarterly
price comparisons were also possible between domestic and Thai 6-inch elbows.
In all nine quarters the Thai product was priced below the domestic product,
with margins ranging from *** percent in the first quarter of 1990 to ***
percent in the first quarter of 1989. Thai 4-inch tees were also priced below
the domestic product in all nine quarters for which price comparisons were
possible. Margins of underselling were somewhat more variable than for the
other two products, ranging from *** percent in the first quarter of 1990 to
*%* percent in the second quarter of 1989.

Exchange Rates¥

Quarterly data reported by the International Monetary Fund indicate that
during January 1988-March 1991 the nominal value of the Thai baht fluctuated
by a maximum of 2.5 percent, ending the period at its initial January-March
1988 value (table 20).% Adjusted for movements in producer price indexes in
the United States and Thailand, the real value of the Thai currency showed an
overall appreciation of 1.4 percent for the period January 1988 through the
fourth quarter of 1990, the most recent period for which official price data
are available.

Lost Sales and Lost Revenues

Among the six domestic producers responding to the Commission‘s
questionnaires, *** reported that it has not lost sales or revenues on sales
of butt-weld pipe fittings due to competition from imports from China or
Thailand over the period of investigation. Three other producers alleged the
loss of sales and/or revenues over the investigation period but could not
provide documentation for these allegations such as the accepted and rejected
price quotes, or the dates and quantities involved in each transaction.®

% The value of the currency of China is determined by the Government of
China rather than the free market. Therefore, an accurate description of
movements in the Chinese exchange rate cannot be presented.

3 International Financial Statistics, June 1991.

3 Among this group, *** commented that it has lost market share on the
East Coast and in the Midwest due to butt-weld pipe fittings imported from
China and Thailand, and that plumbing and industrial suppliers are now
purchasing the cheapest material available in the market, which usually comes
from one of the two subject countries.
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Table 20

Exchange rates:® Indexes of nominal and real exchange rates of the Thai baht,
and indexes of producer prices in the United States and Thailand,? by
quarters, January 1988-March 1991

U.S. Thai Nominal Real
producer producer exchange exchange
Period price index price index rate index rate index’®
1988: ,
January-March....... 100.0 100.0 106.0 100.0
April-June.......... 101.6 101.4 100.3 100.1
July-September. ..... 103.1 102.8 98.9 98.7
October-December.... 103.5 103.5 100.2 100.1
1989:
January-March....... 105.8 103.8 99.5 97.6
April-June.......... 107.7 106.5 98.1 97.1
July-September...... 107.3 109.0 97.6 99.2
October-December.... 107.7 107.1 97.8 97.3
1990:
January-March....... 109.3 107.6 97.9 96.5
April-June.......... 109.1 108.6 97.5 97.0
July-September...... 111.0 109.6 98.9 97.7
October-December.... 1l4.4 115.4 100.6 101 .4
1991:
January-March....... 112.74 ) 100.0 (&)

! Exchange rates expressed in U.S. dollars per Thai baht.

2 Producer price indexes--intended to measure final product prices--are
based on period-average quarterly indexes presented in line 63 of the
International Financial Statistics. '

3 The real exchange rate is derived from the nominal rate adjusted for
relative movements in producer prices in the United States and Thailand.

* Derived from U.S. price data reported for January-February only.

5 Not available.

Note, - -January-March 1988 = 100.

Source: International Monetary Fund, Intermational Financial Statistics,
June 1991.

#*% the only U.S. producer with specific information pertaining to its
alleged lost sales, provided four separate invoices from the first four months
of 1991 for sales of a variety of sizes of butt-weld pipe fittings to one
distributor, ¥%%*  *k* alleged that due to competition primarily from
Thailand, it lost revenues on these sales when it was forced to lower prices
by more than #¥* percent below the prices which had already been discounted
from list price. Although *** did not provide documentation of original price
quotes, the invoices included were for sales totalling %¥¥; ¥k on *¥*; **% on
*k¥k: gnd dkk on bk,  wak
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Federal Register / Vol. 56, No. 104 /- Thursday, May 30.1991'/ Notices
e re——

——

INTERNATIONAL TRADE

[investigations Nos. 731-TA-520 and 521
{Preliminary)]

Certain Carbon Steel Butt-Weid Pipe
Fitiings from the Peopie's Republic of
Chins and Thalland

AGENCY; United States lnternatmnnl
Trade Commission.

acton: Institution and scheduling of
preliminary antidumping investigations.

SUMMARY: The Commission hereby gives
notice of t.he institution and
antidumping investigations Nos. 731~
'rA-szo and 521 (Preliminary) under
section 733(a) of the Tariff Act of 1930
{19 U.S.C. 1873b(2}} to determine
whether there is 8 indication
that an industry in the United States is
materially injured, or is threatened with
material injury, ot the establishment of
&n industty in the United States is
materially retarded, by reasonef -
imports from the People’s Republic of
China and Thailand of carbon steel butt-
weld pipe fittings, under 360 millimeters
(34 inches) in inside diameter,? provided
for in subheading 7307.93.30 of the
Harmonized Tariff Schedule of the
United States, that are alleged to be sold
in the United States at less than fair
value. The Commission must complete
preliminary antidumping investigations
in 45 days, or in this meby]ulyﬁ.m
For further information concerning the
conduct of these investigations and rules
of gereral application, consult the
Commission's Rules of Practice and
Procedure, paxt 201, subparts A through
E (19 CFR part 201, as amended by 56 FR
11916, Mar. 21, 1891), and part 207, )
subparts A and B {18 CFR part 207, as -
amended by 56 FR 11918, Mar. 21, 1891).
EFFECTIVE DATE: May 22, 1991,
FOR FURTHER INFORMATION CONTACT: .
Elizabeth Haines (202-252~-1200), Office
of Investigations, 11.S. International -
‘Trade Commission, 500 E Steet SW.,
Washington, DC 20436. Hearing- -
{mpaired persons can obtain information
on this matier by contacting the
Commission’s TDD terminai on 202-252-
1810. Persons with mobility impairments
who will need special assistance in
gaining access to the Commission
should contact the Qffice of the
Secretary at 202-252-1600.
SUPPLEMENTARY INFORMATION:
Background.—These investigations
are being instituted in responsetoa
petition filed on May 22. 1991, by the
US.Fi !-"mngs Group, Washington, DC.

! For purposes of these investigations. suth
fittings may be fnisked or unfiniabed.

Participation in the investigntions cpd
public service tist-—~Persans |other than
petitioners) wishing to participate in
these investigations as parties must fle
an entry of appearance with the
Secretary to the Commission, as
vrovided in §§ 200171 and 207.10 of the
Commission's rules, not later than geven
{7) days after publication of this notice

the Federal Register. The Secretary
wﬂl prepare & public service list
tontaining the names and addresses of
all persons, or their representatives,
who are parties to these investigations
upon the expiration of the period for
filing entries of appearance.

Limited disclosure of business
proprietary information {BPI} under an
administrative protective order {APQO)
and BPI service list—Pursuant o
§ 207.7(a) of the Commission's rules, the
Secretary will make BPI gathered in
these preliminary investigations
available to authorized applicanats ander
the APO issued in these investigations,
provided that the application is made
not later than seven [7) days after the
publication of this notice in the Federal
Register. A separate service list will be
maintained by the Secretary for those
parties autkorized to receive BPI under
the APO.,

Conference.—The Commission’s -
Director of Operations has scheduled a
conference in connection with these
investigations for 830 a.m. on June 12,
1991, at the U.S. International Trade

Washington, DC. Parties wighing to .
participate in the conference should
contact Elizabeth Haines {202-252-1200)
not later than june 10, 1991, to arrange
for their appearance. Parties in support
of the imposition of antidumping duties
in these investigations and parties in
opposition to the imposition of such
duties will each be eollectively allocated
one hour within which to make an oral
presentation at the conferepce. A
nenparty who bas testimony that may
aid the Commission’s deliberations may
request permission to present a shert
statement at the conference,

Written submissions.—As provided in
§% 201.8 and 207.15 of the Commissior's
ruales, any person may submit to the
Coramission on or before June 17, 1981, a
written brief containing information and
arguments pertinent to the subject
matter of these investigations. Parties
mey file written testimony In connection
with their presentation at the conference
no later than three {3) deys before the
conference. If briefs or written
testimony contain EPL, they must

B 11 ma.:m.a.anazw:ufme

Commission's rules,
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In accordance with §3 m.m(c] and -
207.3 of the rules, each docement filed
by a party to these investigations must
be served on all other parties to theae
investigations (as identified by either
the public or BPI service list). and a
cettificate of service must be timely
filed. The Secretary will not accepta
documuntforﬁhnguﬂthomaeemﬁmte
of service.

Authority: These investigations are being
conducted under authority of the Tariff Act of
1930, titte VIL This notice is published
wmgm.:zofmmm

lssved: May 24, 1991,

By order of the Comprission®™
Kenneth R. Mason,
Secretory.
{FR Doc. 5112898 Filed 5-28-91; 8:45 am]
BILING CODE 7820-03-M
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international Trade Administration. as reported in the Department’s DM-145
statistics for 18990. . ‘
o ot At Do acoaitioner sleging St e FRC e
. economy country
Ivostigation: Certain Carbon Steel Witk the mesning of section 773(c] of
Butt-Weld Pipe Fittings From the e e T atouhod
s of {1) bases FMV on the factors of
AGENCY: Import Administration, . production of one of the petitioning
Internationa! Trade Administration, firms and values those factors in
Commerce. . Thailand and, where surrogate
EFFECTIVE DATE: June 17,1991, . information was not

FOR FURTHER INFORMATION CONTACT: .
David C. Smith, Office of Antidumping
Investigations, Import Administration,
U.S. Department of Commerce, room
B099, 14th Street and Constitution -
Avenue, NW., Washington, DC 20230;
telephone (202) 377-3708. :
Initiation ‘

The Petition .

On May 22, 1991, U.S. Fittings Group,
an ad hoc trade association, filed with
the Department of Cg:::m t{th!.!
Department) an gntidumping duty
petition on behalf of the United States
industry producing certain carbon steel
butt-weld pipe fittings {(butt-weld pipe
fittings). In accordance with 19 CFR

353.12, the petitioner alleges that imports.
fittings from the

of butt-weld pipe

People's Republic of China (PRC) are -
being, or are likely to be, sold in the
United States as less than fair value -
within the meaning of section 731 of the
Tarlif Act of 1930, as amended (the Act),
and that these imports are materially
injuring, or threaien material injury to, a
US. industry. U.S, Fittings Group
lglplementedmpeﬁﬁononlm n

1 . .

The petitioner has stated that it has
standing to file the petition because it is
an interested party, as defined in 19 CFR
353.2(k}, and because it has filed the
petition on hehalf of the U.S, industry
. producing butt-weld pipe fittings. If any
interested party, as described in 19 CFR
353.2(K) (3), {4), (5). or (8), wishes to :

register support for, or opposition to; this
.+ - determine whether imports of butt-weld

investigation. please file written
notification with the Assistant Secretary
for Import Administration. :
United States Price and Foreign Market
“Value : ’
Petitioner based United States price
{USP) on November 1080 price )
quotations for butt-weld pipe fittings.
praduced in the PRC, which were
obtained from a representative of a
trading company. The prices petitioner
obtained were quoted CIF West Coast
of the United States. Petitioner reduced
USP for ocean jreight, marine insurance,
and brokerage based on the difference
between customs value and CIF value,

available for overhead and packing, in
the United States. Method {2} employs
the factors of production of one of the
petitioning firms and values those
factors in India and. where surrogate
information was not reasonably
available for overhead and packing, in
the United States. Petitioner aiso
included the statutory minimums of ten
percent for general expenses and eight
percent for profit in methods {1) and (2).
Method (3) bases FMV on Thai export.
prices to the United States. :
‘The Department has not accepted
methods (1) and (3} contained in the
petition as the basis for FMV because in
recent cases India has been found to be
more comparable to the PRC than
Thailand, pursuant to section
773(c){1)(B). We have accepted methods

{2) for purposes of this initiation. Based

on this method, petitioner alleges - -
dumping margins ranging from 30.8 10
182.9 percent. . ]
Initiation of Investigation
Under 19 CFR 353.13(a), the
Department must determine, within 20
days after a petition is filed. whether the
petition properly alleges the basis on
which an antidumping duty may be .
imposed under section 731 of the Act,
and whether the petition contains
;:nei;maﬁun msmbgen:naﬂabie to t%va
tioner supporting egations. We
have examined the petition on butt-weld
pipe fittings from the PRC and find that .
it meets the i of18 CFR
353.13(s). Therefore, we are initiating an
antidumping duty investigation to

pipe fittings from the PRC are being, or.
are likely to be, s0ld in the United States
at less than fair vaiue.

In accordance with 19 CFR 353.13(b)
we are notifying the International Trade
Commission (ITC} of this action.

Any producer or reseller seeking
exclusion from a potential antidamping
duty order must submit its request for
exclusion within 30 days of the date of
the pu:lieaﬁox:l of this notice. The
procedures and requirements regarding
the filing of such requests are contained
in 19 CFR 353.14,

Pursuant to section 771(18) of the Act
and based on prior investigations, the

_ Federal Register / Vol. 56, No. 118 / Monday, Jue 17, 1991 / Notices

PRC is an NME. Parties will have the .
opportunity to comment on this issue
and whether foreign market value

- should be based on prices or costs in the

.lg\minthe course of this investigation.

e Department further presumes,

based on the extent of central control in -
an NME, that a single antidumping duty
margin is appropriate for all exporters.
Only if NME exporters can demonstrate
an absence of central government '

_ control with regpect to the pricing of

ms. botﬁ:anhw and in fact, will
entitled.to separate, company-
specific margins. (See, Final )
Determination of Sales at Less Than |
Fair Value: Sparklers from the People’s
Republic of China (56 FR 20568, May 6,
1981) for a discussion of the information
the Department considers in this
regard). '

In accordance with section 773(c),
FMV in NME cases is based on NME .
producers’ factors of production (valued.
in a market economy country). Absent
evidence that the PRC government has
selected which factories produce for the
United States, for purposes of the
investigation we intend to base FMV
only on those factories in the PRC which
produce butt-weld pipe fittings for
export to the United States.

Scope of Investigotion

The preducts covered by this
investigation are carben steel butt-weld
pipe fittings, having an inside diameter
of less than 360 millimeters (14 inches),
imported in either finished or unfinished
form. Unfinished butt-weld pipe fittings
that are not machined, notd::roledand
not otherwise processed forging
are not inlcuded in the scope of this
investigation. These formed or forged
pipe fittings are used to join sections in
piping systems where conditions require
permanent, welded connections. as

isti from fittings based on
other fastening methods {e.g., threaded,
grooved, or bolted fittings}. Carbon steel
butt-weld pipe fittings are currently .
classified under subheading 7307.83.30
of the Harmonized Tariff Schedule
{HTS). Although the HTS subheadings
are pravided for convenience and
customs purposes, our written . .
description of the scope of this
proceeding is dispositive.
Preliminery Determination by ITC

The ITC will determine by july 8, 1991,
whether there is a reasonable indication
that imports of butt-weld pipe fittings
from the PRC are materially injuring, or
threaten material injury to, s U.S.
industry. If its determination is negative,
the investigation will be terminated. If
affirmative, the Department will make
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its preliminary determination on or
before October 29, 1991, unless the
investigation is terminated pursuant to
19 CFR 353.17 or the preliminary
determination is extended pursuant to
19 CFR 353.15.

This notice is published pursuant to
mmmcnz)of&em-ndum

[FR Doc. 91-34358 Filed 6-14-01; 8:45 am}
BALING CODE 3510-Di-M
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S N -
) Initiation benefits. Peﬂmeruvalued overhendm and
. packing on a LS. costs, as e
The Petition ~ . were the only costs reasonably
On May 22, 1961, US. Fittings Group., available to it. Fusthermore, petitioner
an ad hoc trade associstion filed with added the statutory minimums of ten
mn"“”g‘:tn:imé“% percent for general expenses.and eight
petition on behalf of the United States "‘;‘;‘;‘;";":ﬁiﬂ
industry producing certain carbon steel mwmdm’mmmm
butt-weld pipe fittings (butt-weld pipe m percent.
353.12, the petitioner alleges that imports Under
of butt-weld pipe fittings from Thailand 19 CFR 353.13(a). the =~
are being, or are likely to be, sold in the Depamnentmmt.det_u'mme.wnth
United States at less than fair value ~~ days after a petition is filed, whether the
within the meaning of section 731 of the  petition properly alleges the basis on
Tariff Act of 1930, as amended (the Act), which an antidumping duty may be
and that these imports are materially ;l:g?':dnndet;:ecuonmdthem
injuring, or threaten material injury to, a ether the petition contains
U.S. industry. U.S. Fittings Group information reasonsbly available to the
supplemented its petition on june 7, petitioner supporting the allegations. We
1991, have examined the petition 6n butt-weld
The petitioner has stated that it has pipe fittings from Thailand and find that
standing to file the petition because itis it meets the requirements of 19 CFR
an interested party, as defined in 19 CFR 353 13(a). Therefore, we are initiating an
253.2(k). and because it has filed the antidumping duty investigation to - i
petition on behalf of the U.S. industty ~ getermine whether imports of butt-weld
producing butt-weld pipe fittings. fany  .:ne fitrings from Thailand are being, or
intetested party, as described in 19 CFR a!ehkelytobe.loldmthel]nltedSmm
353.2(k) (3), (4). (5), or [B). wishesto .. o0 than fair value: _
register support for, or opposition to, this In wlthlBCFRssa.ts(b}
investigation, please file written accordance the I Trade
notification with the Assistant Secretary  We are notifying terpational ae
fmwmmm Commission {ITC) of this action.
United Staten Price and Fomtgn Market ex?lny mg‘;f.“;'.’ Inlhalluml a'al’mlg” ing
Valge - duty order must submit its request for
Peﬁmnerbasedﬂmtedsuml’nce exchision within 30 days of the date of
(USP) :iltlby qumho&ss suppliedinan  the publication of this notice. The
affidy one of tne producers. procedures and requirements regarding
‘The affidavit states prices at which a the filing of such requests are contained
Thai producer sold the subject in 19 CFR 353.14.
merchandise for export to the United
Doocmber oa Tares o e O, cope of Inestaotion
1990. are
The ucts covered by this
duty "ihd'n :nd“ include mg:'" mark- mvesug:?:don are arbontgee! butt-weld
upﬁmshpas munnamm surs HUSPE e. and ocean pipe fittings, having an inside diameter
based on the percen mﬁ:ﬁ“‘@ of less than 360 millimeters (14 mﬁes].
bem:wmmmvﬂmmdmval imported in either finished or
a8 reported in the Department's IM-245 - form. Unfinished butt-weld pipe fittings
ltaﬂlticlforlm.l’eliﬁonerh:sno .. that are not machined. not tooled and
[a-549-007] - information on the amount of the not otherwise processed after forsine
Initistion of importer’'s mark-up and thus made no are not inc in the scope
of Antidumping downward adjustment to USP. Petitioner  investigation. These formed or forged
B e P Sted!  alsoreduced USP for customs dutiestn  Pipe fttings are used 10 join sections in
3 Pipe Fittings accordance with sectmn 772(d)(2)(A} of  Piping systems where conditions require
AGENCY: Administration, the Act. permanent, welded connections, as
lntemaé::laplo';trade Adm;.ﬁtg:ﬁon. Petitioner states that it had no distinguished from fittings based on
Commerce. reasonable means of obtaining home other fastening methods (e.g., threaded,

EFFECTIVE DATE: June 17, 1991,

FOR FURTHER INFORMATION CONTACT:
Michelle A Frederick, Office of
Antidumping Investigations, Import
Administration. U.S. Department of
Cormmerce, room B099, 14th Street and
Constitution Avenue NW., Washington,
DC 20230; telephone (202) 377-0656.

market or third country prices.
Therefore, petitioner baaed foreign
market value (FMV) on constructed
value (CV), in accordance with section
773(e) of the ‘Act. Petitioner's estimate of
FMV is based on one of the petitioning
firm’s costs of manufacture, adjusted to
reflect Thai costs for seamless steel
pipe, electricity, labor, and fringe

grooved, or bolted fittings). Carbon stee]
butt-weld pipe fittings are currently
classified under subheading 7307.93.30
of the Harmonized Tariff Schedule
{HTS). Although the HTS subheadings
are provided for convenience and
Cusioms purposes. our written
deseription of the scope of this
proceeding is dispositive.



B-7

27734 Federal Register / Vol. 56. No. 116 / Monday, June 17. 1091 / Notices

'rhem:wmdembylulnam.
whetherﬂ:ereuanumhle

This notice is published pursuant to
section 732{c)(2) of the Act and 19 CFR
353.13(b).

Dated: june 11, 1961.
Marjoria A. Chorline,

Adnunistration.
[FR Doc. 91-14357 Filed 8-14-01; 8:45 am)
SELLNE CODE 35%-00-00
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LIST OF WITNESSES
Investigations Nos. 731-TA-520 and 521 (Preliminary)

CERTAIN CARBON STEEL BUTT-WELD PIPE FITTINGS
FROM CHINA AND THAILAND

Those listed below appeared at the United States International Trade
Commission conference on June 12, 1991, in connection with the subject
investigations.

In support of the imposition of antidumping dutjes:

McKenna & Cuneo
Washington, D.C.

on behalf of

James A. Bamberger, Manager/Sales, Industrial Products, Ladish Co., Inc.,
Cudahy, WI

Peter Buck Feller )--OF COUNSEL

Lawrence J. Bogard)
Linda C. Menghetti)

e sit d duties:

Mayer, Brown & Platt
Washington, D.C.

on behalf of

James Coulas Sr., President and Owner, Weldbend Corp., Arge, IL

Simeon Kriesberg)--0F COUNSEL

Dorsey & Whitney
Washington, D.C.

on behalf of

George Wang, Deputy General Manager, Shenyang Billiongold Pipe
Fittings, Ltd, China

James Taylor)--OF COUNSEL
Chidi Chen )

Mark Beach, Vice President, I.S. Trade, Inc., Kirkland, WA
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{C-549-0041
Final Affirmative Countervaifing Duty

Determination and Countervalling Duty
Order: Carbon Steal Butt-Weld Plps *
Fittinos From Thaltand
Internationsl Trade Administration;
Commerce.

-

ACTION: Notice:
SUMMARY: We d'nunﬁu.th!beneﬁh

Investigetion’™ section of this petice. The

estimated net boanty or gram? e 250
" percent'and valorem far':;u
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manufacturers, producers or exporters
in Thailand of pipe fittings. .

We are directing the U.S. Customs
Service to continue suspension of
liquidation on all entries of pipe fittings
from Thailand that are entered, or
withdrawn from warehouse, for
consumption on or after the date of

.publication of this notice and to require
a cash deposit on entries of these
products in an amount equal to 2.53
percent ad valorem. .
EFFECTIVE DATE: January 18, 1
FOR FURTHER INFORMATION CONTACT.
Kay Halpern or Carole Showers, Office
of Countervailing Investigations, Import
Administration, International Trade
Administration. U.S. Department of
Commerce, 14th Street and Constitution
Avenue NW., Washington, DC 20230;
telephone: (202) 377-0192 or 377-3217,

SUPPLEMENTARY INFORMATION:
Final Delermination

Based on our investigation. we
determine that benefits which constitute
bounties ot grants within the meaning of
section 303 of the Tariff Act 0f 1930, as
amended {the Act), are being provided
to manufacturers, producers, ar .. -
exporters in Thailand of pipe fittings.
For purposes of this investigation, the
following programs are found to confer
bounties or ts: .

. hott-‘l'grrgl.oam Provided under
the Export Packing Credits Program.

« Tax Certificates for Exports _ . -

¢ Business Tex and Import Duty
Exemptions for Machinery under.

Section 28 of the Investment Promotion -
Act.

The estimated net bounty or grant i3 2.53 .
percent ad valorem.

Case History

Since the last Federal Rﬁltet .
publication pertaining to thi
investigation (Preliminary Affirmative
Countervailing Duty Determination:
Carbon Steel Butt-weld Pipe Fittings
from Thailand. 54 FR 46438, November 3,
1989 [Preliminary Determination)}. the
following events have occurred. From
November 6 through 17. 1989, we
* verified the responses of the .
Government of Thailand {GOT) and the
three respondent companies, Awajl
Sangyo Co., Ltd. {AST}. Thai Benkan
Cao.. Ltd. (TBC), and TTU Industrial
Corp.. Lid. (TTU). We received amended
responses correcting minor :
discrepancies found &t verification from
TTU on December 5, 1989, and from
AST and TBC on December &, 1988,

A public hearing was held on
December 15, 1989. we received case
briefs from petitioner and respondents
on December 11, 1983; rebuttal briefs

were submitted by all parties on
December 14, 1889. .

Scope of Investigation

The United States has developed a
system of tariff classification based on
the international harmonized system of
customs nomenclature. On January 1, -
1989, the U.S. tariff schedules were fully
converted to the “Harmonized Tariff -
Schedule™ (HTS). and all merchandise
entered or withdrawn from warehouse
for consumption on or after that date is
now classified solely according to the
appropriate HTS item number, The
Department js providing both the .
appropriate “Tariff Schedules of the
United States Annotated” (TSUSA) item
number and the appropriate HTS item
number with its product descriptions for
convenience and customs purposes. The
Department's written description
remains dispositive as to the scope of
the product coverage. ‘

The products covered by this
investigation are carbon steel butt-weld
pipe fittings, having an inside diameter
of less than 360 millimeters (fourteen
inches), imported in either finished or
unfinished form. These formed or forged
pipe fittings are used to join sections in
piping systems where conditions require
permanent, welded connections, as
distinguished from fittings basedon
other fastening methods (e.g.. threaded,
grooved, or bolted fittings). These
products are classified under HTS
subheading 7307.93.30 and were
formerly classifiable under TSUSA item
601.8800,

Analysis of Programs -

For purposes of this investigation, the
period for which we are measuring
bounties or grants (“the review period™)
is calendar year 1988, which

- corresponds to the fiscal year of all

three respondent companies. Based
upon our analysis of the petition., the
responses to our questiopnaires, -
verification. and written comments filed
by petitioner and respondents, we
determine the following:

I Programs Determined To Confer
Bounties or Gronts

We determine that bounties or grants
are being provided to manufacturers,
producers, or exporters in Thailand of
pipe fittings under the following
programs:

A. Short-Term Loans Provided Under
the Export Packing Credits Program
Export packing credits (EPCs) are
short-term loans used for either pre- -
shipment or post-shipment financing.
Exporters apply to commercial banks for
EPCs. The commercial banks, in turn,

-

must submit an application for approval
to the Bank of Thailand (BOT]. Under
the “Regulations governing the Purchase
of Promissory Notes Arising from
Exports” (B. E. 2528), effective January 2,
1988, the BOT repurchases promissory
notes issued by creditworthy exporters
through commercial banks. To qualify -
for the repurchase arrangement.
Promissory notes must be supported by
a Jetter of credit, sales contract,
purchase order, usance bill or
warehouse receipt, The notes are
availeble for up to 180 days, and interest
is paid on the due date of the loan rather
than the date of receipt. el -

The BOT charges an interest rate of
five percent per annum to commercial
banks on repurchased packing credits
issued in connection with export of
goods specified in categories one and
two of the “Notification of the Board of
Investment No. 40/2521.” Commercial
banks are permitted to charge exporters
no more than seven percent per annum
for the purchase of such notes.

On the due date of the loan. the BOT
debits the commercial bank's account
for the principal amount and the interest
charged the commercial bank. If the
export shipment is not made by the due
date {in the case of pre-shipment lozns)
or the foreign currency is not received
m duel n:late)[itxlil thne t':asceh::igr.vstti1

ipment loans). the BOT es the
commercial bank a penalty of eight
percent over the full term of the loan.

Similarly, on the due date of the loan,
the commercial bank debits the
exporter's account for the principal
amount and the maximun of seven
percent interest charged the exporter. If
a penalty has been assessed by the
BOT. the commercia! bank passes it on
to the exporter.

The penalty is refunded to the
commercial bank by the BOT and by the
commerical bank to the exporter if the
company can prove shipment of the
goods took place within 60 days after
the due date (in the case of pre-shipment
loans), or the foreign currency was
received within 60 days after the due
date {in the case of post-shipment
ioans). Otherwise, the penalty is not
refunded. If anly a portion of the goods
was shipped or ounly a portion of the
foreign currency was received by the
due date, the exporter receives only a
partial refund, proportional to the value
of the goods shipped or the foreign
curtency received. The purpose of the
penalty charge is to ensure that
companies take out EPC loans only to
finance actual export sales.

On October 1. 1988, the GOT issued ~
new regulations that coexisted with the
priot regulations until December 31,
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1088. Effective October 1, 1988, all first-
time applicants for EPCs had te apply
under the new regulations. Effective
January 1, 1989, all applicants had to
apply under the new regulations. EPCas
received under the old regulations but
still outstanding as of fanuary 1, 1989,
continued under the old regulations until
their expiration dates. Under the new
regulations, only pre-shipment financing
is permitted. The maximum rate
commercial banks can charge exporters
was raised from seven to ten percent In
sddition, commercial banks can now
lend up to 100 percent of the shipment
vaiue. but can only rediscount up to 50
percent of the loan amount with the
BOT., as opposed to the old regulations,
under which commereial banks could
lend up to 90 percent of the shipment
value and the BOT rediscounted 100
percent of the loan amount. The penalty
fee was lowered from eight to five
percent and is charged only over that
portion of the loan {e.g., 50 percent]
rediscounted with the BOT,

We verified that TBC and TTU
received EPC loens on which imerest
was paid during the review period.
Because only exporters are eligible for
these loans, we determine that they are
countervailable to the extent that they
are provided at preferential rates.

As the benchmark for short-term
loans, it is our practice to use the
predominant form of short-term
financing or a national average
commercial interest rate. In the absence
of a predominant form of shart-term
financing in the Thai economy, we are
using the weighted-average interest rate
charged by commercial on
domestic loanas, bills, and averdrafis
during 1988, and. where EPC lnans were
issued in 1987, the weighted-average
interest rate of the same compositian for
b Ao ol mm%f‘n" '

ve applied in cases,
most recently in Final Affirmative
Countervailing Duty Determination and

arings
Thailand: Final Negative Countervailing
Duty Determinations: Antifriction
Bearings (Other Than Ball or Tapered
Roller Bearings) and Paris Thereof from
Thailand, $4 FR 19130, May 3, 1989
(Bearings).
. Comparing the weighted-sverage
interest rates for 1987 and 1988, as
* verified at the DOT., to the seven percent
Tite charged on EPCs on which interest
was paid during the review period, we
find that the rate on EPCs is preferential,
lnd.theref:?.eonfel"lnhnuntyum
on exparts of pipe Sttings.
Tocalcuhmbugﬁt&mhm
on which interest wus paid
the review period, we followed the

short-term loan which bas
been applied consistently in our pasat
determinations (see, for example,
Bearings) and which is described in
more detail in the Subsidies Appendix
attached to the notice of Cold-Rolled
Carbon Steel Flat-Raolled Products from
Argentina: Fipal Affirmative
Countervailing Duty Determinaticn and
Countervailing Duty Order, 49 FR 18008,
April 28, 1984; see also, Aliambra
Foundry v. United States, 628 F. Supp.
402 (CIT, 1985).

We compared the amount of interest
actually paid during the review priod to
the amount that would have been paid
at the benchrnark rate. Because interest
iapatil:ionﬂ:;duedateofthehm.
together with any penalty payments

d. the benefit from loans on whick
penalties are charged is not realized
unless or until the are

" penalties, along with the seven percent

EFC interest paid, from the smount of
interest that would have been paid at
the benchmark rate. In thoae instapces
where the amount of interes? paid
exceeded the amount of interest that
would have been paid at the benclomark
rate, we have excloded those those
loauns from our calealstions. Similarly,
we included in our calculations all loans
on which penalties were refonded
during the review period. even though
the intersst an some of these loans wae
paid before the review period.
Because we verified that all EPC loans
received by respondents were tied to
specific export shipmeants, we
the amount of interest that wonld have
lombeeupﬂatthemd n:t:;.
covering exparty of pipe o
the United States and subtrscted the
amount of interest that was sctually
paid. We then divided the resuly by the
value of respondents’ exposts of pipe
fittings to the Einited States the
review period to abtain an estimated net
boumnty or grant of 013 pevcent ad
vaiorem.
mbmhangnthldﬁﬁ;::
tracting the interest actually pai
from the interest that would have been
paid ai the benchmark rute, we should
nlaosubtractani:!falmutha
company associated with penalty
payments which were suhsaguently -
ref{:ded.mugnruthathemmit
had to forega use of thase funda, the
company had to borrow maney and,
therefore. incurred incressed Snancing
costs. TTU has calculated the inerease
in its financing costs by using the
national average benchmark rate

described above. We are not subtracting
any costs due to subsequently refunded
penalty payments because TTU bas
failed to demonstrate that such costs
were actually incurred {see, DOC
Position to Comment 8},

B. Tax Certificates for Exports

The GOT issues to exporters tax
certificates which are transferable
and which constitute a rebate of indirect
taxes and import duties on inputs used
to praduce exports. This rebate ia
provided for in the *“Tax and Duty
Cnmpmsgﬁoi:iﬂxpunedcmda
Produced in the Kingdom Act” [Tax and
Duty Act). The rebate rates under the
Tax and Duty Act are computed on the
basia of an Input/Qutput (I/0) study
published in 1580, based on 1975 data,
and updated in 1985 using 1980 data.

Using the [/Q study, the Thai Ministry
of computes the value of total
inputs (both imparts and local
purchases) used in a discrete range of
sector-specific products at ex-factory
prices. It also calculates the impart
duties and indirect taxes on each input.
The Ministry then calculates two rebate
rates. The “A" rate includes both impart
duties and indirect taxes. The “E" rate
inciudes only indirect doemstic taxes.
‘The “B” rate s claimed when firms
participate io Thailand's customs duty
drawback program ar duty exemption
program on imported raw materials, or
when firms do not use imported
materials in their production process.
New rebate rates, announced an
February 5, 1986, were coatputed using
the study published in 1985 Since 1988,
the “A" rate applicable ta exports of
pipe fittings hag been 811 percent and
the “B" rate has been 4.98 percent. The
“A™" or "B” rate. as appropriate, ia then
applied to the FOR value of the expart to
determine the amoynt of rebate that will
be provided.

Under the Tax and Duty Act, the
rebates are paid to contpapies through
tax certificates which can be used to
pay other tax Liabilities. These tax
certificates can also be sold to third
parties at a discount for cash.

Becayse this program is available only
{o exportery, it is. countervailable ta the
extent that it confers an overrebate of
indirect taxes. We verified that ail three
respondent companies earned the "B~
rale on exports made during the review
period. Because benefits under this
program are (1) based on a fixed
pmmgedh{?z?auhnnfeuh
expact shipment, (2) not dependent ona
company's ultimate income tax hiability,
and (3) availabls to any expaster who
submils the proper export documents

-within ene year of shipment, we
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determine, in accordance with past
practice, that these benefits should be
assessed at the time they are earned,
i.e., on the date of export. See, for
example. Final Countervailing Duty
Determination and Countervailing Duty
Order: Certain Steel Wire Nails from
New Zealand, 52 FR 37196, October 5,
1887 (Nails from New Zealand}. We
therefore determined that all three
respondents benefitted from this -
program during the review period.

To determine whether an indirect tax
rebate system confers an overrebate
and, therefore, a bounty or grant, we -
must apply the following analysis. First,
we examine whether the system is
intended to operate as a rebate of both
indirect taxes fﬁf&? duties. Next, -
we analyze whe government
propesly ascertained the level of the
rebate. This includes 2 review of a
sample from the [/O study used by the
Government to quantify the rebate. We
analyze the documentation supporting
the study to determine the accuracy of
the sample on input coefficients. the
import prices and rates of dutyon -
imported inputs, the ratic of imported -
inputs to domestically praduced inputs
{when, for a given imported input, thers
is also domestic production of the input),

and the exchange rates used to convert -

import prices denominated in & foreign
currency to the local currency. Finally,
we review whether the rebate schedules
are revised periodically in order to
determine whether the rebate amount
reasonably reflects the amount of duty
and indirect taxes paid.

When the study upon which the
indirect tax and import duty rebate
system is based is shown to bear a
reasonable relation to the actual indirect
tax rebate incidence, the Department
will consider thet the system does not

confer a bounty or grant unless the fixed '

amount set forth in the rebate schedule
for the exported product exceeds the
amount rebated for duties and indirect

. taxes on inputs physically incorporated
into the product. When the
system rebates duties and indirect taxes
on both physically incorporated and
non-physically incorporated inputs, we
find a bounty or grant exists to the
extent that the fixed rebate exceeds the
allowable rebate on physically
incorparated inputs.

In the Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Order: Certain
Apparel from Thailand, 50 FR 9818, 9520,
March 12, 1985, we examined Thailand's
rebate system under the Tax and Duty
Act. We found that the program was
intended to rebate indirect taxes and
import duties and that the rebate rates

had been reasonably calculated.
However, to the extent that the program
rebates indirect taxes and import duties
on non-physicelly incorporated inputs,
we found that the remissions are
excessive. In subsequent investigations
involving products from Thailang, the
most recent of which was Bearings, we
undertook the analysis described above
and reiterated that these rebates are

- countervailable only to the extent that

the remissions are excessive. In the .
present investigation, we verified that .
rebates under this program continue to
reasonably reflect the incidence of
indirect taxes and import duties on
inputs. : . .

To determine whether. and the extent
to which, the tax certificates confer an
excessive remission of indirect taxes,
we calculated the indirect taxes paid on
physically incorporated inputs-

ing to the most recent 1/0 table.

We did not include import duties in our -
calculation of the tax incidence because
the respondents earned the “B” rate on
their exports. We divided the tax .
incidence on all items physically -
In1bs seoondary steek products setcty
in 8 ucts sector,
whiclé inciudes bymth alltec} :lultt-weld
pipe fittings, e valye o -
domestically-produced finished goods in
this sector. Given that the aggregated -
data used in the /O study is broken
down only by sector, and that each
sector covers many individeal products,
it is impoasible to isolate the value of
domestically-produced pipe fittings.

Although the methodology described
above is & deviation from that used in
previous investigations involving
products from Thailand {see, for
example, Bearings), we believe that it
more accurately reflects the amount of
allowable rebate. In previous

_investigations we divided the tax
incidence

on all items physically
incorporated in the subject merchandise
only by the value of all domestically-
produced finished goods in the sector to
which the subject merchandise belongs.
an apples-to-oranges comparison. In the .
present investigation we divided the tax

incidence on ail items physically
incorporated in the sector by the valye
of all domestically-produced finished

goods in the sector, a sector-to-sector, or
apples-to-apples, comparison.
Furthermore, unlike previous
investigations in which respondents -
either failed to provide a comprehensive
list of all items physically incorporated
into the sector, or failed to provide such
information prior to verification,
respondents in the present investigation-
have provided the necessary
information in a timely manner,

In our preliminary determination we
indicated that, by using the tax
incidence on all inputs physically
incorporated into secondary steel
products, we may be including the tax
incidence on inputs used in the

. production of pipe fittings but not

physically incorporated into pipe
fittings. However, at verification we
found that. of the items which are used
in the production of pipe fittings but not
physically incorporated into pipe -
fittings, none of theas items are
physically incorporated into secondary
steel products. ’ .

The value of all domestically-
praduced Fnished goods, as shown in
the /O tables, is an ex-factory value.
However, because the rebate is applied
to the FOB value of a company's
exports, we must adjust the ex-factory
value to reflect an FOB value, Due to the
way in whick the 1/O tables are
'W itis i.mpo:lsibie to isolate the
wholesale margin and transportation
costs applicable solely to domestically-
produced finished goods. Therefore, as a
surrogate, we divided the wholesale
mgrgin and transportation costs for all
finished goods in the secondary steel
sector, including imports, by the ex-
factory value of imported and
domestically-produced finished goods in
the sector. We then multiplied the ex-
factory value of all domestically-
produced finished goods in the sector by
this ratio. We added the result to the ex-
factory value of domestically-produced -
finished goods in order to obtain the
FOB-adjusted value.

In order to obtain the allowable
rebate rate, we divided the tax
incidence on all items physically

- incorporated into secondary steel sector

products by the FOB-adjusted value of
all domestically produced finished
goods in the secondary stee] sector. We
then compared the authorized rebate
rate of 4.98 percent. which is based on
both physically and non-physically
incorporated inputs, to the allowable
rebate rate and found that there is an
excessive remission of indirect taxes to
exporters of pipe fittings. The difference
between the two rebate rates equals the
net overrebate. On this basis, we
calculated an estimated net bounty or
grant of 0.51 percent ad valorem.

C. Tax and Duty Exemptions Under
iecﬁou 28 of the Investment Promotion
et

The Investment Promotion Act (IPA)
of 1977 provides incentives for
investment to promote development of
the Thai economy. Administered by the
Board of Investment, the IPA authorizes,
among other incentives, the exemption
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of import duties and domestic taxes
with respect to qualifying projects.
Section 28 of the IPA provides an

_exemption from payment of import
duties and business taxes on machinery
used to produce promoted products. We
verified that all three ent
companies received exemptions under
section 28 during the review period. We
also verified that all three respondents
are required to export a certain
percentage of their output as a condition
for receipt of benefits under this

Because benefits to the respondent
companies under this program are
contingent upon their export
performance, and cover capital - .
equipment (i.e., machinery} which is not
physically incorporated in the subject
merchandise, we determite that the
l:hzs mmts il ervulablu

i are count ilable.

- l:dividedthetotalamunt of

- exemptions received by respondents
during the review periad by the
respondents’ total export sales value
during the review period. On this basis,
we calculated an estimated net bounty
or grant of 1.89 percent ad valorem.

I. Program Determined not to Confer”
Bounties ar Grants

We determine that bounties or grants
are not being provided to manufacturers,
producers, or exporters in Thailand of
pipe fittings under thz following
program:

IPA Section 36(1)

Section 36(1) of the IPA authorizes
exemptions from import duties and
business taxes on “raw and necessary
materials.” All three respondent
companies received exemptions under
this section of the IPA during the review
period. However, we verified that all
exemptions were received for items
physically incarporated into exported
goods and, therefore, do not constitute
bounties or grants within the meaning of
section 771(5){A) of the Act.

1. Progrems Determined not to be Used

We determine, based on verified
information, that mufi:ctm :
producers or exporters iz Thailand o
pipe fittings did not apply for, claim or
receivefbeneﬁu du:fing thnﬁreview he
period for exparts of pipe fittings to
United States under the following
programs, which were listed in the
Notice of Initiation {54 FR 35914, August
?Eij?:tlfidty Di ts for Export

iscoun ers
B. Rediscount of Industrial Bills
C. International 'l'radezo Promotion Fund
1. Export Processing Zones
E. Additiona! Incentives Under the [PA

ip—

* Section 31

« Section 33

» Section 34

» Section 36({2)

» Section 36(3)

* Section 38(4)
For a complete description of these
programs, see the Preliminary
Determination.
Comments

All written-comments submitted by
the interested parties in this
investigation which have not been
previously addressed in this notice are
addressed below.

Comment 1

AST and TBC argue that we should
calculate the benefit under the Tax
Certificates for Exports Program
according to when the tax certificates
are received by the company. In support
of their t, they cite the Court of
International Trade's {CIT"s) 1987
decision in Can-Am Corp. v. United
Statgs, 664 F. Supp. 1444, which affirmed

- our finding in Final Affirmative

tervailing
. Mexico, 49 FR 35672, September 11,

1984, (Lime from Mexico). In Lime from
Mexico wa determined not to include in
the calculation of the benefit tax
certificates known as CEPROFIs that
bad been received by respondents prior
to the review period. The CIT upheld the
Department's position because of the
Department’s “consistent practice™ of
attributing tax benefits “to the year in
which they are realized.” Citing Lime
from Mexico. AST and TBC stata that
the Department calculated the benefit
from CEPROFIs actording to when the
CEFROFIs were received ‘
Petitioner counters that we should
calculate the benefit according to when
thnmxmﬁﬂcnlumcmed.i:a.. on

decision and now recognizes that all tax
certificate programs are not alike.
Petitioner cites our October 1987 final
determination in Nails from New
Zealand, in which we timed benefits
under the Export Performance Taxation
Incentive (EPTI) tax credit program
according to when the credits were
earned. Petitioner cites our reasoning
behind this decision, in which we
ascerteined that, since EPTI credits are
based on a fixed percentage of the FOB
value of exports and are not dependent
on & company's ultimate tax liability,
the company knows what the benefit
will be when it is earned, fe., at the time
of export. Petitioner notes that this

——rr

exception to the year-of-receipt rule was
codified in our proposed tions
under section 355.48(b)(7): “* * *in the
case of an export benefit provided as a
percentage of the value of the exported
merchandise (such as a cash payment or
an overrebate of indirect taxes), the
benefit shall be timed according to the
date of export.” Petitioner concludes
that the Thai tax certificate program
should be treated like the EPTI program
in Nails from New Zealand because it,
too, is based on a fixed percentage of
the FOB value of exports and is not
dependent on a company's ultimate tax
ligbility. The CEPROF! program. by
contrast, is not based on export value
and is dependent on a company’s tax.
liability. Uniike the Thai certificates,
CEFROFIs are not transferable and can
only be used io pay federal income
taxes. Petitioner notes that we

. proceeded to apply this new EPTI rule in
. subsequent investigations. See, for

example, Final Affirmative
Countervailing Duty Determination:
Aluminum Electrical Conductor Redraw
Rod from Venezuela, 53 FR 24783, June
30,1988,
DOGC Position ) - . _
Wae agree with petitioner. As stated -
above in section LB. of this notice,
benefits under the Tax Certificates for
Exports Program are (1) based on fixed
percentage of the FOB value of each
export shipment, {2) not dependenton a
company’s ultimate income tax liability,
and {3) available to any exporter who
scbmits the proper export documents
within one year of shipment. As with the
New Zealand FPTI credits, the benefit
amourit from the Thai Tax Certificates
for Exports Program is known at the
time of export, even though the actual
cash is received later. Therefore, the fact
that two of the respondents did not
actuglly receive the tax certificates until
after the review period is not relevant.

Comment 2

‘With regard 1o the calculation of the
allowable rebate of indirect taxes under
the Tax Certificates for Exports
Program, respondents argue that, since
we cannot isolate wholesale margin and
transportation costs applicable solely to
domestically-produced finished goods in
the secondary steel sector, we should
use ons of the two alternatives. The fizst
is to inflats the ex-factory denominator
by multiplying it by one plus the actual
wholesals margin and transportation
cost mark-up on exports of domestically
produced finished goods in the sector.
The second alternative is to inflate the
ex-factory denominator by first deriving
a figure representing wholesale margin
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and transportation cosis applicable to
domestically-produced output and then
adding this figure to the ex-factory
denominator. The derived figure is
obtained by multipiying the wholesale
margin and transportation costs
applicable to all output in the sector
{both imported and domestically
produced) by the ratio of domestically-
produced output to total output.
Petitioner argues that we should reject
both of these alternatives because they
rely on unverified assumptions. Namely,
the first alternative assumes that the
wholesale margin and transportation
cost mark-up on exports of domestic
output is the same as the wholesale
margin and transportation cost mark-up
on all domestic output. The second
alternative assumes that the mark-up on
total output (both imparted and
domestically-produced) is the same as
the mark-up on damestic output. In lien
of verified information isalating the
wholesale margin and transportation
costs specific to domestically-produced
output, petitioner advocates using the
calculation applied in our preliminary
determination.
DOC Position

For purposes of our preliminary
determination, we attributed a line item
of the I/O study's ontput table for
secondary stee} products as being solely
applicable to domestically-produced
finished goods. We used the valuesin

this line item for wholesale margin and
’ tion costs to adjust the value
of total domestically-produced fnished
goods in the sector from an ex-factory
value to an FOB value. However, at
verification we found that the wholesale
margin and transportation costs in this
line item applied to both domestically-
produced and imported finished goods.
‘We also found that, due to the wayin
which the 10 study is structured, the
wholesale margin and rtation
costs applicable solely to domestically-
prodnced finished goods in the
secondary steel sector cannot be
isolated. Therefore, to derive a surrogate
amount that most closely approximates
these two values, we applied the second
alternative proposed by respondents,
which is described in detail in section
1.B. of this notice. We determined that
this method mare closely approximates
the values sought than does a derivation
using values solely attributable to
exporis because exports are likely to
pass through fewer hands. and thus
incur less mark-up, than items produced
and sold domestically or imported for
szle in the kome market.

Comment 3

Petitioner argues that the law requires
us to calculate the allowabie rebate for
the Tax Certificates for Exports Program
based on the tax incidence on items
physically incorporated into the subject
merchandise oniy. Petitoner advocates
that we return to our practice of dividing
the tax incidence on items physically
incorporated in the subject merchandise
only by the value of all products in the
sector to which the subject merchandisa
belongs.

Respondents counter that the law
does not specify at what level of
disaggregation the physical
incorporation test must be periorme.l,
thereby allowing us to use the tax
incidence on items physically .
incorporated in the entire secondary
steel sector as & surrogate for the tax
incidence on items physically
incorporated into the subject
merchandisa, .

DOC Pggition

The 1/O study is structured on s
sectoral basis and, therefore, it is
impossible to isolate the indirect tax .
incidence attributable sojely to the
subject merchandise, Accardingly, we
have determined that it is appropriate m
use the tax incidence on all items
physically incoparated into secondary
steel sector products to calevlate the
amount of the allowable rebate of

Petitioner contends that if the
Department izes that limestons
and fluorite, which are used in the steel-
making process to remove impurities,
are not physically in into
secondary steel it should
likewise concluge that aluminmm
chioride and zinc chloride, which are
classified under the Thai /O section for
basic industrial chemicals, are not
physically incorporated into secondary
steel products. Petitioner argues that the
Department should therefare not inciude
the tax incidence an basic induatrial
chemicals in its calculation of the
allowable rebate under the Tax .
Certificates for Exports Program.

DOC Position

In Final Affirmative Countervailing
Duty Determination and Countervailing
Duty Order: Malleable Cast Iron Pipe
Fittings from Thailand, 54 FR 6439,
February 10, 1989 {Cast Iron Pipe
Fittings), the Department verified that
alumimum chloride and zinc chloride are
physically incorporated into malleable
cast iron pipe fittings during the

- galvanizing process. We therefore

determined that “{blecause these
chemicals are classified in the ‘basic
{industrial) chemicals’ I/O section. . .
the tax incidence on this I/O sector is
aliowable.” Since malleable cast iron
pipe fittings, like carbon steel butt-weid
pipe fittings, are ciassified in the I/O
study as secondary stee! products, we
detsrmine that the tax incidence on
basic industrial chemicals should be
included in the aliowable rebate for
purposes of this investigation.
Comment §

With regard to tax and duty

" exemptions under section 25 of the IPA,

respondents argue that the duty deposit
rate for TTU and TBC should be set at
zero to reflect current non-use of this -
program end their claim that these
compamies will not use the program in
the future. Specifically, TTU state that it
will not use the program for the
following reasons: {1} The company
couid apply for another exsmption
period ynder its existing promotion
certificate, but it has stated in an
affidavit that it will not do se; [2) we
verified that it is rare for the BOI to
grant more than one section 28
extension, and TTU has already
received an extension: [3) TTU could get
another extension under a new
promotion certificate if it expanded its
production capacity, but the company
has no plans to expand its production
capacity at this time; and (4) a program-
wide change requirement makes no
sense for “ope-time benefits” that
terminate before the preliminary
determination and are unlikely to be
renewed. TBC states that if a zero
deposit rate for this program is
calculated for TTU, then a zero deposit
rate must be calculated for TBC.

Petitioner argues that the duty deposit
rate should reflect the subsidy rate
found for the review period. Petitioner
gives the following ressons: (1) there has
been no “program-wide change” altering
the nature or existence of section 28; (2)
although we verified that an extension is
likely to be granted only once, we also
verified that there is nothing to prevent
a company from applying for 8 new
cettificate or an amendment extending -
the exemption period; (3] the
Department does not accept effidavits
from a respondent, such as the one from
TTU, claiming that it will not apply for
another extension; and (4) TTU s claim
that it has Ro plans to expand its
production capacity, and thus receive a
new certificate with a new section 28
exemption, is speculative and
unverifiable.
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DOC Position

In accordance with Department
practice, we only calculate a separate
duty del:n:isi:1 rate if thex;e has be;::naal
program-wide change. See, e.g.. Fi
Affirmative Countervailing Duty
Determinations and Countervailing Duty
Orders: Anti-friction Bearings (Other
than Tapered Roller Bearings) and Parts
Thereof from Singapore. 54 FR 19125,
May 3. 1989 (Bearings from Singapore),
in which we stated that “{w]e do not
consider information from beyond the
review period unless there has been a
program-wide change.” Although there
may be a change in respondents’ usage
of section 28 of the IPA, there has been
no program-wide . LE., no
government-mandated change in the
nature of the program itself. Since there
has been no program-wide change with
regard to this program, we have not
calculated a separate duty deposit rate.
If TTU and TBC continue not to use the
program, this fact would be reflected in
an administrative review.

Comment 8 ‘

With regard to section 31 of the IPA,
petitioner argues that we shouid .
calenlate a duty deposit rate for this
program to reflect the fact that it was
calimed by two of the respondents on
their tax returns filed after the review
period. Petitioner states that we should
do so because (1) the benefits were
received (/.e. the tax returns were filed)
before our prelimirary dejermination,
and (2) the amount of the benefit for
each company was verified. Petitioner
adds that a country-wide duty deposit
rate can be calculate for the program by
dividing this benefit by the respondents’
review period export sales, or by pro-
rating the benefit {by 50 percent) and
dividing it by the vaiue of respondents*
verified export sales for the first six
months of 1989,

Petitioner cites our Final Affirmative
Countervailing Duty Determination and
Countervailing Duty Order: Circular
Welded Carben Steel Pipes and Tubes

from Thatland. 50 FR 32751, August 14,

1985 {Pipes and Tubes), in which we
stated that, “where benefits arising
subsequent to the review period are
being used for the first time and where
the receipt of the benefit is verified, we
deem it appropriate to adjust the cash
deposit rate to reflect the level of
benefits aceruing to current im »
Respondents argue that the duty
deposit rate should remain at zero to
reflect the non-use of this program
during the review period. They argue
that (1) the Department calculates
income tax benefits based on the tax
retumn filed during the review peried,

and benefits under this program were
not claimed on the returns filed during
the review period; (2) there has beenno -
program-wide change: and (3) a duty
deposit rate cannot be calculated
because we do not have sales figures for
the twelve months of 1989.

DOC Position

Although we verified that two of the
respondents claimed benefits under
section 31 of the IPA on their tax returns
filed after the review period. there has
been no program-wide , 28
described above, with regard to this
program. In addition, the Pipes and
Tubes determination cited by petitioner
was superseded by our more recent
decision in Bearings from Singapore
(See, DOC Poasition to Comment 5,
above}. Since there has been no
program-wide change with regard to this
progran, we are not calculating a
separate duty deposit rate.

Comment 7

TTU argues that we should subtract
from the benefit calculated for EPC
loans costs associated with penaity
payments that were later refunded. TTU
gives the following reasons in support of
this argument: (1) The penalty charges
represent an allowable deferral of the
EPC interest rate under section 771(6}(B)
of the Act becguse they are mandated
by the Government of Thailand, and (2)
payment of the penaity charges caused
TTU to botrow more money and thereby
incur increased borrowing costs and a
decreased net interest benefit from the
EPC loans. TTU states that it did not
provide its actual ing costs
because the Department does not use
company-specific interest rates with
regard to short-term financing. It asserts
that we should ase the benchmark rate
to calculate a borrowing cost and notes
that, ahould we wish to use a company-
specific rate, we have verified the rates
charged TTU o its non-EPC i

Petitioner argues that any costs
associated with penalties that are
charged and subsequently refunded
should not be taken into account.
Petitioner states that EPC penalties
charged and refunded are not an
allowable offset under section 771(6)(B)
of the Act because “the penalty
assessment does not defer the subsidy:
it merely assures that the terms of the
benefit's availability are met." Petitioner
claitns that any costs associated with
penalty charges are due to failure of the
company to comply with the terms of
the EPC loan and, as such, representa
secondary economic effect of the EPC
program. Citing the CIT's 1887 decision
in Fabricas el Carmen, S.A. v. Unjted
States, and our Final Affirmative

Countervailing Duty Determination: Oil
Country Tubular Goods from Canada, 51
FR 15037, April 22, 1986, petitioner notes
that we have consistently refused to
consider the secondary economic effacts
“of participating in & subsidy program
as offsets to the program's benefits,”
DOC Position

In all previous Thai cases we have
treated EPC loans on which penalties
were charged and never refunded as not
countervailable because the penalty
charge raised the interest rate over the

"benchmark. We bave treated EPC loans

on which penalties were charged and

. subsequently refunded no differently

than EPC loans on which no penalties
were charged. The issue of costs
associated with EPC penalty charges
that were later refunded has only been
raised in the two most recent Thai
investigations. Bearings and Cast Iron
Pipe Fittings. We did not have to make a
decision in thege investigations because
either the costs were shown to be_
negligible or respondents failed to
provide adequate information.

The issue raises two questions: (1)
‘Whether opportunity costs associgted
with penalties that were subsequently
refunded are an allowable offset under -
section 771(6)(B) of the Act; and (2)
whether the penalty payments
themaelves are an allowable offset
under section 771(6)(B) of the Act.

With regard to the first question, TTU
argues that we should take into account
the opportunity costs associated with
subsequently refonded penalties by
subtracting these costs from the benefit.
Although TTU has suggested :
calculationy based on the benchmark for
deriving costs associated with such
penalties, and we have verified
alternative financing rates charged TTU,
the comparny has not demonstrated that
it actually incurred costs associated
with subsequently refunded penalties.
According to the legislative history of
gection 771 of the Act, “{iln determining
the amount of offsets which are -
permitted, it is expected that the
administering authority will only offset
amounts which are definitively
established by reliable, verified
evidence.” (S. Rep. No. 249, 96 Cong., 1st
Sess. 86 (1979).) Because TTU failed to |
demonstrate that it has borrowed more
than it would have borrowed had it not
been charged penalties. we have not

-accepted TTU's argument.

As to the second question, the EPC
penalties are an allowable offset under
section 771(8)(B) of the Act because they
are mandated by the Government of
Thailand and they do in fact delay or
negate any cash-flow benefit arising
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from the preferential EPC interest rate.
Moreover, they are verifiable and
measurabie. Therefore. we have
included this offset in our calculations,
See, section LA. of this notice.
Verification

In accordance with section 776(b) of
the Act, we verified the information
used in making our fina! determination..
We followed standard vertfication
procedures, including meeting with
government and company officials.
i ing internal documents and
ledgers, tracing information in the
responses to source documents,
accounting ledgers and financial
statements. and collecting additional
information that we deemed necessary
for making our fina] determination. Qur
verification results are outlined in the
public versians of the verification
reports. which are on file in the Central
Records Unit (B-099) of the Main
Commerce Building.
Suspension of Liquidation

In accordance with section 700 of ths
Act, we are directing the U.S. Customs
Service to continue suspension of
liquidation on all entries of pipe fittings
from Thailand which are entered, or
withdrawn from warehouse, for
consumption on or after the date of
publication of this notice in the Federal
Register and to require a cash deposit
for each such entry equal to 2.53 percent
ad valorem. This suspension will remain
in effect until further notice.

This determination is published

to section 705(d) of the Act (19

U.S.C. 1871d(d))- .

Dated: January 10, 1990.
Eric §. Garfinksl,
Assistant Secretary for Import
Adminismation. .
{FR Doc- 90-1182 Filed 1-17-90; 8¢5 am]
BILLING CODE 3510-D8-
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APPENDIX D

IMPACT OF IMPORTS ON U.S. PRODUCERS’ GROWTH,
INVESTMENT, ABILITY TO RAISE CAPITAL, AND EXISTING
DEVELOPMENT AND PRODUCTION EFFORTS
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Response of U.S. producers to the following guestions:

1. Since January 1, 1988 has your firm experienced any actual negative
effects on its growth, investment, ability to raise capital, or existing
development and production efforts as a result of imports of butt-weld pipe
fittings from China or Thailand?

2. Does your firm anticipate any negative impact of imports of butt-weld pipe
fittings from the subject countries?

3. Has the scale of capital investments undertaken been influenced by the
presence of imports of the subject merchandise from the subject countries?






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

