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We made currency conversions in
accordance with 19 CFR 353.60{a).

For Dalian Pipe and Fushun, we
revised the variable consumption of
electricity to exclude non-factory
consumption, based on information
found at verification. For Dallan Pipe,
we also revised the reported labor
factors.

For Weifang. we corrected the
reported labor factor for one model.
based on information obtained at
verification. We also re-classified the
reported direct labor factors for
supervisory and administrative labor as
indirect labor. (See, Comment 13.)

Por North Pipe, we recalculated paint
consumption to correct a discrepancy in
the reported consumption based on
Information found at verification. (See,
Comment 10.)

Final Affirmative Deiermination of
Critical Circumstances

Under section 735(a)(3) of the Act,
critical circumstances exist if we
determine that there is either a history
of dumping, or the importer knew or
should have known that the exporter
was selling the merchandise at less than
[air value, and if there have been
-massive imports of the merchandise
over a relatively short period. At the
preliminary determination, we found
that eritical circumstances exist with
respect to imports of pipe fittings from
the PRC from each of the respondents.
Since then, none of the available data
. indicate that our finding of massive
imports over a relatively short period of
tire should be reversed. Further. since

. the estimated margins in our
detemination are sufficiently high (25
percent or greater for purchase price
sales), wa find that knowledge of
duimnping exists and. as such, we need
not consider whether there is a history
of dumping. Therefore, we find that

- critical circumstances exist with respect

to imports from these companies. (See
the Critical Circumstances section of the

preliminary determination notice (56 FR -

66831) for a discuasion of how we
determined that critical eircumstances
exist and Comment 8 for further
discussion of this {ssue.)

Verification

Pursuant to section 776(b) of the Act,
we verified information used in reaching
our fina] determination. We used
standard verification procedures,
including examination of relevant
accounting records and orlginal source
documents provided by the respondents.

Interested Party Comments -

Comment 1: Billiongold argues that ths
Department cannot reject the prices that

Billiongold paid for its stsel in the PRC
on the grounds that such prices are not
market-determined. Specifically, the
Depariment cannot assume, as it has,
that in-plan production of one type of -
steel prevents the exiatence of market-
based prices for other typea of steel.
Second, even if steel can be viewed as a
fungible commodity. the effect of in-plan
production of certain types of steel is
that a certain amount of steel is
removed from the maket, with no effect
on the price of out-of-plan steel. This
result can be demonstrated through the
use of a "kinked" supply function,
Finally, Billiongold argues that the effect
of in-plan production is to force the
supply function for out-of-plan steel to
assume a sharper slope, thareby
resulting iz a higher price for any given
level of demand.

DOC Pgsition: We disagree with
Billiongold's analysis. In its first ,
argument, Billiongold has segregated the
“market” for its input from the “market"
for other steel products. Given the
substitutability of varicus types of steel,
both on the supply and demand sides, it
is not possible to look at this input in
isolation. Billicngold ltself recognizes
that its conclusioa has to be qualified to
account for cross-elasticities of demand.

With respect to the second nt,
we do not agree with Billio s
modelling of the effect of in-plan

reduction when steel is treated as a

ungibla commedity. Insisad of a kinked
supply curve, the aggregate supply curve
would be a summation of the supply
curves for various steel products. Some
of these supply functions (those for
products where all productica is in-plan)
would be inelastic over their entire
range. Therefore, rather than producing
a kinked supply fuaction for steel
generally, in-plan production affects the
shape of the supply curve along ita
entire length.

Finally, Billiongoid appears to be
arguing either that out-of-plan
production must absorb some of the
costs incurred to produce in-plan steel
(leading to a steeper supply function for
ocut-of-plan steel) or that without state-
required production there would be an
increase in steel supplied in the markst
(an outward shift in the lll[:ir.tﬂl{e :
function). Under the former, thers is no
reason to expect that revenues from out-
of-plan sales are used to cover the costs
of in-plan sales. With respect to the
latter, Billiongold ignores that there
would also be an increase In demand
(an outward shift in the demand
function) as customers wha onca
purchased in-plan steel would now have
to purchase steel in the market. Thus,
there is no basis to conclude that the

presence of in-plan steel increases the-
price of out-of-plan steel

Comment 2: Respondents state that
the Department should oot rely on
surrogate values from indonesia
because Indoaesia is at a much higher
stage of economic development than
China, and the indonesian producers of
pipe fitings, from which the information
in the cable from Jakarta was obtained.
are not significant producers of the
subject merchandise.

DOC Position: We disagree with the
respondent. The Department determines
which countries are acceptabla
surrogates for use in investigations
involving NMEa by applying the two
factors outlined in section 773{C)(4) of
the Act In this case, India, Pakistan,
Kenya, Sri Lanka, Indonesis, and the
Philippines, in that order, were
determined to be (1) at a comparable
level of economic development to the
PRC and (2] significant producers of
comparable merchandise {See,
Memorandum to Gary Taverman from
David Mueller, dated August 1, 1991).
Billiongold's cunclm that oI?dnnesia
is not a significant ucer of .
comparable merchandise because there
are only three pipe fitting manufacturers
in Indonesia and these manufacture only
pipe fittings up to three inches in
diameter is not supportable because the
number of producers in any given
country is a separate question from the
volume of merchandise they may
produce. Although numerous atiempts
were made to collect date on SG&A and
profit from each of the surrogate
countries identified in the memgerandum
above, only the U.S. Embassy in Jakarta
supplied the data necessary to value
those factors of production.

Comment 3: Billiongold maintains that
the Department should rely on the
statutory minimum 10 and eight percent
for SG&A and profit, respectively, and
Billiongold's reported factory overhead
percentage instead of the information
cbtained from the U.S. Embassy in
Jakarta. '

Petitioner argues that the siatute
limits the use of minimums for SG&A
and profit to the calculation of
constructed value, when actual 5G&A
and profit are lower than the minimums
or not available. .

DOC Pogition: Wa disagree with
respondent. Because data pmlnh:g to
SG&A and profit was provided by the
U.S. Embaesy in Jakarta, there is 00
reason for the Department to use the
statutory minimum of 10 percent SG&A
and eight percent profit, as advocated
by Billiongold.

Regarding factory overbead, we deo
not consider Billiongold's reported
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factory overhead to be any more reliable
than any other reported Chinese factor
price simply because overhead is
expressed as a percentage of total
materials, labor, and energy costs. The
possible distortions to materials, laber
and/or energy costs in an NME render
the resulting overhead percentage figure
based on these costs equally suspect.
Therefore, we have used the factory
overhead reported in a cable from the
U.S. Consulate in Calcutta, India, which
reports factory overhead based on the
experience of pipe fitting manufacturers
in India, our primary surrogate country
in this investigation.

Comment 4: Billiongold states that the
surrogate value data received from the
U .S. Consulate in Calcutta {the Calcutta
table) is unreliable because it states
that the data provided in the cable
*would not be representative,” and “are
likely to be misleading.” Billiongold
argues that the Department should rely
on publicly available Indian steel export
prices to value steel.

China Chamber (Shandong, Liaoning
Metals, China North, Shenyang
Machinery. Liaoning Machinery, ilin
Machinery, Weifang Dalian Pipe, North
Pipe, Dalian Huacheng, and Fushun)
also argues thal the Calcutta cable is
unreiiable bccause the information is
based on only one company, and the
Indian company ifrom which the data
were obtained is a trading company, not
a pipe manufacturer. Like Billiongold,
China Chamber also holds that steel

" should be velued using Indian export
‘prices instead of import prices because
import prices bear no relation to the
price of steel produced in India. China
Chamber urges the Department to follow
instructions contained in the
memorandum to Gary Taverman from
David Mueller dated August 1, 1991,
which recommends that the Department
use publicly available information, that
the Department! stay within one
surrogate as much as posaible, and that
export prices be used in the event that
publicly available factor price
information cannot be obtained.

Petitioner contends that, except for
the price of steel pipe, the Calcutta cable
is less representative of the costs of
producing the subject merchandise than
other publicly available data because
these data are based on aggregated data
for the manufacture of butt-weld pipe
fittings and industrial piping. Petitioner
argues that if the Department chooses to
use Indian data, the Calcutta cable is
acceptable for stee] pipe because it
reports a price paid for pipe “suitable
for the production of carbon steei butt-
weld pipe fittings.” Petitioner states that
is has not advocated the use of Indian

data previously because it is believed
that sterl prices in India are fixed by the
Indian government.

For all other fartcrs, petitioner states
that the Department should use
company-specific data received from
11.5. embassies in Pahistan and
ndonesia, as in the preliminary
determination, because both countries
ste at a comparable level of economic
development to China, the data are from
significant producers of the subject
merchandise in both countries, and the
most usable surrogate value data come
from Pakistan and Indonesia.

DOC Position: Regarding the -
reliability of the Calcutta cable, we
agree with petitioner, in part, insofar as
analysis of each factor should be
performed to determine whether the fact
that the cable data are based on
aggregated data for the manufacture of
butt-weld pipe fittings and industrial
piping could render specific factor
information "not representative” or
“misleading.” We disagree with
petitioner that only the data in that
cable for steel could be determined to be
acceptable,

However, the language appended to
the cable by the U.8. Consulate in
Calcutta, and the resulting questions
regarding the integrity of the information
in the cable raised by both respondents
and petitioner, highlight the difficulties
the Department has encountered in
soliciting and using cable data in its
factor calculations for NME
investigations.

First, inconsistency in the quality of
cable data obtained from various
embassies and consulates has been a
continuing source of difficulty in
determining what to use as the most
appropriate data. Second, because many
embassies never respond to the
Department'’s requests for information or
respond at a relatively late date in the
course of the investigation, neither
interested parties nor the Department
can make decisions or recommendations
as to the most appropriate data that
should be used in an investigation until
relatively late in the proceeding. In fact,
Billiongold argued that the Calcutta
cable should be rejected as untimely in
this investigation. The length of the case
and rebuttal briefs on this topic is a
testament to the unpredictability that
results from the Department’s receipt of
cable information wel! after the
preliminary determination.

For the above reasons, the
Department believes it is more
apprapriate in NME cases to rely, to the
extent possible, on public, published
statistics from the first choice surrogate
country to value any factors for which

—

such information is available. We agree
with the China Chamber that the
Department should also endeavor to
remain within one surrogate country to
the extent possible. Thus, for factors for
which public statistical information is
not available (typically SG&A, factory
overhead, and profit), the Department
will continue to rely on information
obtained from U.S. embassies and
consulates from the first choice
surrogate country when necessary. [f
there i# ne reliable information from the
first choice surrogate country for &
particular factor, we will attempt to use
public, published statistical data and
then cable data, in that order, from the
second choice surrogate country, and so
on. In this vvay. we will maintain the
dual hierarchy of valuing factors of
production following the preferred order
of surrogate countries as recommended
by our Office of Policy and the
preference to base our factor values on
publicly available published data.

The establishment of a clear surrogate
value hierarchy, with a preference first,
for single country data, and then, for
public statistical information readily
available early in investigations, should
waork to increase the certainty and
predictability of the outcome of the
Department's factor valuations. Such a
methodological framework should alse
help to focus comments made by
‘petitioner and respondent in the case
and rebuttal briefs and to reduce
miscellaneous submissions and
comments made by all parties
throughout the course of investigations
regarding the appropriateness of various
surrogate values.

Lastly, relying on public published
statistical data will alleviate the
administration burden ceused by
requests for large amounts of data from
our embassies and consulates in the
future, In fact, future requests for
information for a smaller number of
items for which we have no public
published statistical data may
encourage more fulsome and more
frequent responses.

We disagree with respondents that
Indian export data are more appropriate
than Indian import data for valuation of
steel pipe. We believe that basket
import statistics that closely correspond
10 the factor input, such as that provided
by the Monthly Statistics of the Foreign
Trade of India for steel pipe in this
investigation. more accurately reflect
the market price of that factor in India.
Export prices may not account for
drawback schemes and other
government sponsored export programs
which may distort the export price of the
merchandise. In addition, the use of
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Indian export prices to only the United
States’is flawed because the US. steel
pipe market may be considerably
differént from other steel pipe markets.
Import statistics allow us to aggregate
afl market economy steel pipe export
prices to India. The cited memorandum
from David Mueller to Gary Taverman.
which states that export prices should
be used in the event that publicly
available factor price information
cannot be obtalned, is misinterpreted by
China Chamber. This memorandum
contemplates that, in the event that the
Department s unable to find publicly
available factor price information,
which includes cable data placed on the
public record as well as public
published statistical data, the
Department may base FMV on the
Indlan e:mt price of the subject
merchandise {i.e., butt-weld pipe
fittings) {n accordance with section
773(C)(2) of the Act, It does not mean
that expart prices should be used lo
value certain factors, such as steel pipe.

Comment 5: Petitioner argues that a
cable received from Calcutta on
February 20, 1092, was untimely filed
because it was recelved after the
deadline for the submission of factual
information.

Respondents note that the Secretary
may request any person to submit
factual information at any time during a
proceeding.

DOC Position: We agree with
cespondents, See, 19 CFR 353.31{b).

Comment 8; Billiongold argues that the
- Depariment should rescind its critical
citcumstances determination with
respect to Bllliongold. Billiongold
contends that since it had no knowledge
of what values the Department would
assign to its factors of production, it is
unreasonable and arbitrary to impute
krowledge of dumping based on
estimated margins calculated using
surrogate data. Furthermore, Billiongold
contends that the Increase in imports
did not result from and was not related
to the filing of the pelition or the
initiation of this investigation.

China Chamber contends that there
cannot be & history of dumping, given
that most PRC producers of pipe fittings
did not begin production until 1990,
China Chamber argues that any 1991
sales would be an increase over no 1990
sales.

. Pelitioner contends that Billiongold's

. argument ignores the language of the
statuta in two fundamental respects: (1)
The primary basis for an affirmative
critical circumstances determination is a
history of dumping of the class or kind
of merchandise and only secondarily is
knowledge of dumping a basis for the
determination; and (2) it is the

knowledge of the importer. not that of
“the foreign producer,” as Billiongold
asserts. Given that antidumping duty
orders are already in effect for imports
of the subject merchandise from Brazil.
Japan. and Taiwan, petitiotier contends
that the first element of the critical
circumstances test is met on the basis of
history alone. ‘

Finally, petitioner contends that
Biiliongold's argument that it had no
knowledge of what values the
Department would assign to its factors
of prodiction ignores the purpose of the
critical circumstances provision (i.e. to
prevent post-petition import surges).

DOC Position: We disagree with
respondents. When determining whether
critical circumstances exist pursusnt to
section 735{a}{3) of the Act, the
Department can consider the question
whether to impute knowledge of
dumping when we use the factor of
production methodology to calculate
FMV. {See, Final Determination of Sales
at Less than Fair Value: Heavy Forged
Hand Tools. Finished or Unfinished,
With or Without Handles, from the PRC,
56 FR 241 (January 5. 1991} Final
Determination of Sales at Less Than
Fair Value: Tapéred Roller Bearings and
Parts Thereol. Finished or Unfinished
from the Hungarian People’s Republic,
52 FR 17428 (May 8, 1987)). Regarding
Billiongold's assertion that the increase
in imports did not result from and was
not related to the filing of the petition or
the initiation of this investigation, no
evidence was provided by respondents
indicating that shipment schedules wers
established prior to the filing of the
petition in this investigation.

Since wa can impute knowledge of
dumping when margins in a purchase
price situation are in excess of 2§
percent, and have made sucha '
determtnation of imputed knowiedge of
dumping in this case. we do not need to
consider whether there has been a
history of dumping. Furthermore,
because our analysis of whether there
were massive increases in imports since
the filing of the petition did not include a
comparison of 1990 shipments to 1981
shipments but was based entirely on
1991 data, China Chamber's a ent
that any 1991 U.S. sales would be an
increase over no 1990 sales is irrelevant.

Lastly. there is no support in the
statute, the regulations, or Department
practice for petittoner's contention that,
in a critical ciccumstances
detecminatlon; the knowledge of
dumping criterion is only secondary to
the history of dumping criterion.

Comment 7: Respondents argue that
the Department should pursue the issue
of whether petitioner has standing
based on the fact that [1) Weldbend, a

domestic producer of pipe fittings, has
challenged petitioner's standing and (2}
the petitioner does 'not represent the
majority of total domestic production.

Petitioner argues that nothing in the
Department's statute, legislative history,
or regulations, requires that a petitioner
establish affirmatively that it has the
support of a majority of the industry.

DOC Position: We disagree with
respondents. The Department’s long-
standing practice is to presume that the
petitioner has standing unless those in
opposition demonstrate that they
represent a majority of the domestic
production. (See, 6.g., NTN Bearing
Corp. of America, et. al, v. United
States, 757 F. Supp. 1425 {1001}; and
Cray Portland Cement and Clinker from
Venezuela. 56 FR 56380 (November 4,
1991).) Because Weldbend refused to
respond completely to the Department's
standing questionnaire, it has failed to
rebut the presumption that petititoner
has standing and, therefore, we have nc
basis on which to question the
presumption that the petitioner has
standing within the meaning of section
732(b) of the Act, and poll the domestic
industry. {See, Minebea Co. v. United
States. 782 F. Supp. 117 {CIT 1992).)

Critical to the Department's
determination of this issue is
information demonstrating the
percentage of the domestic industry that
the opposer represents, whether the
opposer iy related to any producers and/
or exporters of the subject merchandise
in the countries under investigation and
whether the opposer is, or I3 related to
an importer of the subject merchandise
or components of the subject
merchandise within the meaning of
section 771(4) of the Act. In addition, the
Department requires challengers or
opposers to provide information that
delineates between domestic production
and production using imported
materials, and the percentage of U.S.
value-added in the production process.

Because Weldbend failed to respond
completely to the Department’s standing
questionnaire on several occasions, we
were unable to ascertain the degree of
opposition of the domestic industry
Weldbend represented. Therefore, we
have determined that petitioner has
standing in this investigation.

Comment 8: China North claims it did
not report certain orders as sales
because it did not consider them to be
finalized, Nic Max, China North's U.S.
subsidiary, explained that the customer
returned the first shipment pursuant to
these orders because the merchandise
did not conform to specifications and
the rest of the orders were put on hold.



B-10

21084 Federal Rogister / Vol 57, No. §8 | hirnday. May 18, 1982 / Notices

Petitioner contends that these Consumption Table.” Since these reported depreciation to include the
transactions constitute sales within the  discrepancies were minar, we have value of molds thit were net included In
meaning of the statute and should have  accepted North Pipe's reported steel reported depreciation.
been reported in China North's U.S, pipe groas weights. ' DOC Position: Since we are not using
sales listing. As a result of Nic Max' We agree with petitioner concerning  Chinese prices to value factors of
failure to report these sales. petitioner  the pain? adjustment, and have adjusted production, these issues are moot.
contends that we should assign to these  North Pipe's paint consumption Commaent 13: Weifang contendsthat
sales the highest margin for tees from according to findings at verification. direct labor hours for factory level

the amendment to the petiticn as BIA for
these sales.

DOC Position: We agree with
petitioner that these are sales that
should have been reported. The
documentation provided to support the
accuracy of the reported sales was
prepared for these unreported sales as
well, We have no reason to believe that
the merchandise for these sales will not
ultimately be produced and shipped. As
BIA, we have sssigned to these sales the
highest single non-abberational margin
calculated for Chins North.

Comment g Liaoning Machinery
claims that sales from one shipment
included in its sales listing were made
outside of the POL Lisoning Machinery
argues that since its date of sale is the
date of shipment and the shipment in
question was made outaide of the POL
these sales should not be included for
purpaoses of calculating U.S. price.

Petitioner argues that these sales
should be included for purposes of
catculating U.S. price.

DOC Position: We agree with
petitioner. Based on findings at
verification, we determined that date of
shipment was not the appropriate date
of sale. These sales were included in our
margin calculations at the preliminary
datermination and have been included
in our final margin calculations.

Comment 10; Petitioner contends that
s BIA, for the quantity of steel pipe
used by North Pipe to produce pipe
fittings, the Department should use the
U.S. industry maximum gross weight
standards found in North Pipe's
verification exhibits, In addition, based
on findings at verification. petitioner
contends that the Depariment should
adjust the quantity of paint used to
produce North Pipe's pi&ﬂtﬁngs.

North Pipe contends that the
Department verified and accepted that
the standard weight rather than the
actual weight of raw material input be
used for the final determination,
Therefore, respondent contends that the
Department should reject petitioner's
request for using BIA.

DOC Position: We agree with North
Pipe. At verification, we noted that in
North Pipe's calculations of the quantity
of stegl pipe used to produce its pipe
fittings, many of the reported gross
weights fell slightly above or below the
minimum and maximum weights listed
in the "Product Raw Material Standard

Comment 11: Petitioner claims that,
because the Department was unable to
verify certain aspects of respondents’
data, we should use BIA to calculate the
following: {1) Billiongold's
containerization expenses on U.S. sales;
(2) China North's credit expenses and
indirect selling expenses {or at least
recalculate indirect selling expenses
based on findings at verification]; (3}
Liaoning Machinery's port charge and
inspection fee; {4) Shandong's interest
rate; and (5) Weifang's usage of 8-inch
steel pipe end its usage of de-rust
solvent.

DOC Position: We disagree with
petitioner concerning Billiongold's
containerization expenses. As stated in
the verification report, Billiongold's
containerization expenses were
included in U.S, brokerage and handling
expenses,

Petitioner's comments concerning
China North's credit expenses and
indirect selling expenses and ‘
Shandong's interest rates are not
relevant in this case. Consistent with
our treatment of NMEs, we made no
adjustments to FMV for U.S. selling
expenses. (See, e.g., Final Determination
of Salgs at Less Than Fair Value:
Oscillating Fane and Ceiling Fans From
the People's Republic of China, 58 FR
55271 (Octaber 25, 1991).}

Since no evidence was providad to
support Liaoning Machinery's claims
that port charges and inspection fees
were included in brokerage and
handling expenses, we agree with
petitioner and are deducting these
expenses in our U.S. price calculations.

Concerning Weifang, we disagree
with petitioner. We have accepted
Weifang's reported 8-inch pipe usage
because the company's accounting
records support its claim. We did not
take into account \Weifang's usage of de-
rust solvent since no other respondents
reported this factor, it appears likely to
have been included in the reported paint
factor, and petitioner has not provided
any information that coutd be used as
BIA.

Comment 12: Biiliongold contends that
its actual awap cenler exchange rate
should be used to calculate FMV, Dalian
Pipe contends that one of its expenses
was included in both SG&A and
depreciation. Weifang also argues that
the Department should not base
depreciation on BIA and revise its

administrators and its direct labor hours
for workshicp level supervisors were
included in factory overhead and SG&A,
respectively.

DOC Position: We agree with
respondent. These factors are properly
classified as indirect labor. We have not
included these labor factors in our
calculation of FMV because we bave
considered them to be of factory
overhead, which includes indirect labor.

Comment 14: Shandong contends that
ita reported inland freight distance is
correct, as opposed to the distance
measured at verification. Liaoning
Machinery contends that the actual
value for ocean freight reimbursement
should be used.

DOC Posjtion: We disagree with
respondents, based on findings at
verification. Concerning Shandong, we
verified that the actual distance in
question is greater than that reported.
Wa have adjusted Liaoning Machinery's
ocesn freight retmbursement to reflect
the amount actually repaid by the
customer, as found at verification.

Comment 15: China Chamber
contends that the steel pipe net weight
should be used for calculating foreign
inland freight and costs.

DOC Position: We disagree with
respondents. Since respondents were
unable to provide a packed weight, we
have used the average of reporied gross
and net weights in order to approximate
packed weight for of
calculating foreign inland freight.
Similary, we calculated the packing
expense ysing the average of the gross
and net steel pipe weight.

Comment 18 For one invoice, Jilin
Machinery contends that the difference
between the amount paid by its
customer and the reported invoice
amount was an error in their
bookkeeping.

DOC Position: We disagree with
respondent. Since the difference could
not be explained at verification, we
have adjusted U.S. price accordingly.

Comment 17;: Mitsui srgues that the
Department should not find critical
circumstances with respect to Shenzhen
Machinery for the following reasons: (1)
The Department did not request monthly
shipment data from Shenzhen
Machinery; (2) it is inappropriate to use
BIA to determine that imports from
Shenzhen Machinery were massive
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during the period following the filing of  determine whether critical information disclosed under APQ in
the petition simply because Shenzhen circumstances exist. accordance with 19 CFR 353.35(d).
Machinery, through no fanlt of its own. Without a questionnaire response Failure to comply is & violation of the
did not receive or respond to the from Shenzhen Machinery, we are APO

questionnaire; (3) Mitsui provided the
Department with shipment data on
exports from Shenzhen Machinery to
Mitsui and that Mitsui accounts for all
of Shenzhen Machinery's exports to the
United States; {4) the Department can

. determine from Customs’ data that

" imports from Shenzhen Machinery were

* not massive; and (5) Shenzhen

Machinery is not a part of “China Inc.”

and therefore merits both a separate

- dumping rate and a company specific
critical circumstances determination.

DOC Position: We disagree with
respondent. The Department considers
respondents to be uncooperative and
non-pazticipating if they fail to respond
to the questionnaire. At the time the
Department requested monthly shipment
data from other respondents, Shenzhen
Machinery was conseidered to be a non-
cooperative respondent because it had
not responded to the Department’s
questionnaire, Consequently, the
Department did not request monthly
shipment data from Shenzhen
Machinery.

After considerable attempts were
made to identify potential respondents
in this investigation, the Department
was forced to rely on the PRC Embassy
to distribute the questionnaire to the
appropriate respondents. Consequently.
we believe it is appropriate to consider

" Shenzhen Machinery a non-cooperative
cespondent.

Ay the Department explained to
Mitsui in its February 20, 1992, letter,
even had Mitsui submitted information
on imports from Shenzhen Machinery on
a timely basis, we would nevertheless

~ have been unable to make a company-
specific critical circumstances finding
for Shenzhen Machinery because: (1)
The Department would have been
required to verify that Shenzhen
Machinery did not export the subject
merchandise to any other U.S, importers
besides Mitsui: and (2) it has not been

- the Department’s practice to make
importer-specific critical circumstances
findings.

The Department cannot rely on
Customs' data to determine whether
imports from Shenzhen Machinery were
massive because we cannot determine
the petcentage of total imports from the
PRC accounted for by Shenzhen
Machinery, the basket categories on
which Customs’ data is based may not
adequately correspond to the subject
merchandise, and the date of
importation into the United States that

- provides the basis for Cugtoms’ data is
rot the date of shipment used to

unable to determine whether Shenzhen
Machinery merits a separate company-
specific dumping margin and, therefore,
must assume, as BLA, that Shenzhen
Machinery is a state-controlled
enterprise, We cannot issue company-
specific critical circumstances
determinations for state-controiled
enterprises.

Continuation of Suspension of
Liquidation

In accordance with section 735(c) of
the Act. we are directing the U.S.
Customs Service to continue to suspend
liquidation of all entries of pipe fittings
from the PRC subject to this
investigation which are entered, or
withdrawn from warehouse, for
consumption on or after September 27,
1991, which is 90 days prior to the date
of publication of our preliminary
determination in the Federal Register.
The U.S. Customs Service shall require a
cash deposit or bond equal to the
estimated amount by which the foreign
market vajue exceeds the United States
price as shown below. The suspension
of liquidation will temain in effect until
further notice.

The weighted-average dumping

margins are as follows:
o
Manutacturer/producer/ exporar
o

China North industries Comporation...........]
Jilin Provincial Machinery & Equipment

Export
u:mm Metals & Minerais Import & !
Corporation....... 113.58
Shenyang Blilengold Pipe Fittings Co. y2072
Shandong Metals & Minorals import & '
Export remsessmmesssetannssnsath awrr
Machinery & Equpment
import & Export Corporstion: Liaoning
Matais; Shenzhen Machinery industry
Corporation:; and ail others........... 182.90
ITC Notification

In accordance with section 735{d) of
the Act, we have notified the
International Trade Commiasion of our
determination.

APQ Notification

This notice also serves as the only
reminder to parties subject to
administrative protective order ("APQO"}
of their responsibility concetning the
return or destruction of proprietary

=~ This determination is published
pursuant to section 735(d) of the Act (19
CFR 353.20(a){4)).

Dated: May 11, 1992,

Francis J. Sailer,
Acting Assistont Secretary for Import
Admigistration.
iFR Doc. 92-11808 Filed 5-15-82; 8:45 am|
BILLING COOE 3019-D8-N

[Docket No. A-548-807]

Final Determination of Sales at Less
Than Fair Value: Certain Carbon Stesl
Butt-Waid Pipe Fiitinge From Thaliand

AGENCY; Import Administration,
. International Trade Administration.
Depariment of Commerce.

" EFFRCTIVE DATE: May 18, 1062,

Steve Alley or Michelle Frederick,
Office of Antidumping Investigations.
Import Administration, International
Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenus, NW., Washington,
DC 20230; telephone (202) 377-5268 or
(202) 377-0188, respectively.

FiNAL DETERMINATION: The Department
of Commerce (“the Depariment™)
determines that certain carbon steel

- butt-weld pipe fittings (collectively

“pipe fittings") from Thailand are being.
o?m likely to be, sold in the United
States at less than fair value, as
provided in section 735{a) of the Tariff
Act of 1930, as amended (the Act}). The
estimated margina are shown in the
“Suspension of Liquidation” section of
this notice. '
Case History -

‘Since our preliminary determination
on December 18, 1951, {56 FR 66831,
December 20, 1981), the following events
have occurred:

On December 20, 1991, TTU Industrial
Corp. Ltd.. (TTU) requested that the
Department postpone its final
determination until not later than 135
days after the date of publication of the
preliminary determination. On January
13, 1992, we published a notice
postponing the final determination until
not later than May 11, 1992 (57 FR 1253).
On January 6 and 21, 1992, respectively.
TTU and petitioner requested that the
Department hold a public hearing.

Prior to the preliminary determination.
Weldbend Corporation (Weldbend). a
domestic producer of the subject
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merchandise, indicated its opposition to
this proceeding and challenged the
standaing of the petitioner in this
investigation. {See, Standing beloiy.)

We received a new sales tape and
cost diskette from TTU in January and
February, respectively, us well as a
revised cost diskette from Awaji Sangyo
(Thailand) Co.. Lid. {AST) in Jaruary.

On [anuary 27, 1942, we rejected
petitioner's December 13. 1991, request
10 expand the period of investigation
{POI) to capture certain sales made by
AST called pilot orders (long-term
contracts). (See, Commsant 10.) On
February 18. 1982, petitioner requestied
that the Department examine issues
regarding AST's steel prices and pilot
osders in Jetail at verification. We
verified AST and TTU's sales and cost
responses in Thailand from February
2429, 1992.

Petitioner and respondents filed case
briefs on April 8, 1992, and rebuttal
briefs on April 13, 1992. Silbo Industries,
Inc. (Sitbo) submitted a rebuttal brief on
April 17, 1982. On April 16, 1092 the
Department held & public hearing.

Scope of Investigation
The products coverd by this

investigation are carbon steel butt-weld
nine fitllings, havirg an inside diameter
of less than 14 inches, imported in either
finished or unfinished form. These
formed or forged pipe fittings are used 1o
ioin sectons in piping systems where
ronditions require permanent, welded

" connections, as distinguished 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 7307.93.30 of the
Harmenized Tariff Sckedule (HTS).
Alihough the HTS subheadings are
pravided for convenience and customs
propuoses. our written description of the
scope of this proceeding is dispositive,

Based on the January 17, 1992. request

for petitioner that we clarify the scope,
we have eliminated the reference to the
inside diameter being less than 360 mm.

Standing
We {ssued a standing questionnnaire

1o Weldbend on January 17, 1982. On

lanuary 29, 1982, Weldbend questioned

the Department’s presumption that

petitioner hay standing and requested

that we reconsider the use of the

" standing questionnaire in this case, On

- February 12, 1992, we addressed
Weldbend's concerns and again
informed Weldbend that it would be
‘required to respond to the Department's
standing questionnaire. On February 24,
1992, Weidbend indicated that it would
nat submit a complete response to the

Depariment's standing questionnaire,
On March 27, 1992, we infarmed
Weldbend that it had not presented
evidence ta overcome the presumption
that the petitioner has standing and that
tha Department wouid take no further -
action on this issue.

The Department's long-standing
practice is to presume that the petitioner
has standing unless those in oppositon
demonstrate that they represent a
majority of the domestic production.
(See. e.g. NTN Bea-ing Corp. of
America, et al. v. United States, 757 F.
Supp. 1425 (1991); and Gray Portland
Cement and Clinker frem Verezuela, 56
FR 58390 {November 4, 1991). Because
Weldbend refused to respond
completely to the Department’s standing

. questionnaire, it has failed to rebut the

presumption that petitioner has standing
and. therefore. we have no basis on
which to question the presumption that
petitioner has atanding within the
meaning of section 732(b) of the Act and
poll the domestic industry. (See,
Minebea Co. ve. United States 782 F.
Supp. 117 (CIT 1992).)

Critical to the Department's
determination of this issue is
information demonstrating the
percentage of the domestic industry that'
the opposer represents, whether the
opposer is related to any producers and/
or exporters of the subject merchandise
in the countries under investigation and
whether the opposer is, or is related to
an importer of the subject merchandise
or components of the subject
merchandise within the meaning of
section 771(4) of the AcL In addition, the
Department requires challengers or
opposers to provide information that
delineates between domestic producticn
and production using imported material.
and the percentage of U.S. value-added
in the production process.

Because Weldbend failed to respond
completely to the Department’s standing
questionnaire on several gccasions, we
were unable to ascertsin the degree of
npposition of the domestic industry

Weldbend represented. Therefore, we

have determined that petitioner has

standing in this investigation.
Period of Investigation

The POI is December 1, 1990 through

May 31. 19u1.
Fair Value Comparisons

For AST and TTU, to determine

whether sales of certain carbon steel
butt-weld pipe fittings from Thailand to
the United States were made at less
than fair valve, we compared the United
States price to the foreign market value
(FMV). as spocified in the “United

States Price" and "Foreign Market
Value" sections of this notice.

For AST and TTU. we compared
merchandise seld in the United States to
merchandise sold in the home market.
and third country market, respectively
ot to constructed value (CV). where
appropriate. For TTU, we limited our
analysis to U.5. sales of merchandise
that could be compared to identical
merchandise sold in the third country
(Australia). (see, Comment 4). For TTU,
we converted all prices and adjustments
from a weight basis to a unit (per piece]
basis because merchandise is sold by
p;ece instead of weight. (See, Comment
8}.

Best Information Available

Although the Department issued it a
questionnaijre, Thai Benkan Co. did not
respond. Accordingly, we used best
information available (BIA) to assign a
margin to that company, pursuant 1o 19
CFDR 353.37, as we did for the
preliminary determination.

For TTU, we were unable to verify the
material costs for caps, a type of pipe
fitting. We therefore assumed, as BIA,
that all of TTU's sales of caps to
Australia were at prices below the cost
of production. (See, Foreign Market
Value below.) Furthermore, because we
were likewise unable to base FMV for
sales of caps to the United states on
constructed value {material costs could
not be verified), we used the highest
single margin percentage calculated for
TTU as BIA for these U.S. sales.

TTU also failed to report costs of
manufacturing for one product. As with
sales of caps above, we used the highest
single margin percentage calculated for
TTU as BIA for U.S. sales of this
product.

United States Price
A TTU

For TTU, we based U.S. price on
purchase price, in accordance with
section 772(b) of the Act. because all
sales were made directly to unrelated
parties prior to importation into the
United States and because exporter’s
sales price methodology was not
indicated by other circumstances, We
calculated purchase price as we did for
the preliminary determination with the
following exceptians.

‘We recalculated marine insurance on
a value basis because it was incurred on
this basis and not on a weight baasis. as
reported by TTU.

Based on lindings at verification, we
made adjustments to TTU's purchase
price saies tape for minor discrepancies
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in pacr ing costs, bank fees and ocean

freight, w! mmmm

We determined that the business and
municipal import taxes operate, in
effect, like other import duties.
Accordingly, we added the full amount
of TTU s claimed “drawback" (which
included both the drawback and the
rebate of these taxes] on exportation of
the merchandise to the U.S. price. (At
the preliminary determination we
treated these as consumption taxes and
added to U.S. price only the drawback
attributable to the import duty. (See,
Comment 8.)
ﬁnvi:l: :li% not h'l?nude U.s sqlie:fof g:n—

our anatysis for

final dmtﬁ;gﬂm becsuse these could .
not be matched to identicel merchandise
in Anstralia and the volume of value of
these pipe fitttings were insignificant.
B. AST

" For AST, we based U.S. price on
purchase price, in accordance with
section 772(b) of the Act, because all
sales were made directly to unrelated
parties prior to importation into the
. J sume?:dobg '
sales price m was not
indicated by other circumstances. We
calculated purchease price ss we did for
tfhe] preliminary delermination with the

ollowing exceptions.

AST submitied revised payment
dates, freight and handling expenses for
Qe price o e preiminary

¥ to
determination. We did not consider this
information {or purposes of the o
prelininary determination, however, we
verified the information and used it for
purposes of the final determination,

Based on findings at verification, we
made adjustments to AST"s purchase
price sales tape for minar discrepancies
in payment dates and movement
charges, where appropriate.

Wa revised our treatment of the
business and municipal import taxes as
described above for TTU.

Foreign Market Valos

In order to determine whether there
were sufficient sales of certain carbon
steel butt-weld pipe fittings in the home
market to serve as a viable basis for
calculating FMV, we compared the
volume of home market sales in the such’
or similar category to the volume of
third country sales in the such or similar
category to the volume of third country
sales in the such or similar category in
accordance with section 773{a}{1) of the
Act. For AST, we determined that the
home market was viable. For TTU, we
determined that the home market was
not viable. Of the third country markets
having an adequate sales volume of

identical sales, we selected Australia as
the Tnoe appropriate in am::nm
comparision purposes

with 19 CFR 353.49(b) as explaived in

cost sales as the basis for det¢rmining
For those pipe fitting products
determined o have s sufficient rmber

the notice of preliminary determination. —of Awstralion sales mads at prices

(See, also Comment 4]).

Petitioner alleged that TTU's and
AST's third country and home market
pipe fitting sales, respectively, were
made at prices below the cost of
production (COP). Based on petitioner's
October 4 and 31, 1901, allegations of
salefa_ b:low cgot. we gathered and da
verifi=d pipe fitting production cost data
for both respondents. Although both
respondents submitted COP data prioz
to the preliminary determination, this
information was submitted too late to be
analyzed for the preliminary
determination.

' If over 90 percent of a respondent's
sales were at prices above the COP, we
did not disregayd any below-cost sales
because ws deiermimed that the
respondent’s below-cost sales were not
made in substantial quantities over an
exiended period of time. If between ten
.and 90 percent of a respondent's sales
wete at prices above the
disregarded only the below-cost sales.
‘Where we found that more than 90
p:Lmlt: oli mthc ng‘ dimg.ld.:d

ces below , we

l:l] sales and calculated FMV based on
CV. In such cases, we determined that
the respondent's below-cost sales were
made in substantial quantitiss over an
extended period of time.

A TTU

We relied on the submitted COP
information in calculating the COP for
the subject . except in the
following inatances where the costs
were not appropriately quantified or
valued:

1. Direct labor, overhead and general
administrative costs were adjusted to
correct for minor discrepancies
identified at verification.

2. We could not verify the COP
materia] costs for caps use of ertors
in TTU's calculations. Because we were
not able to accurately recalculate
material costs for caps, we assumed, as
BIA. that all sales of caps in Australia
ware made at prices below the COP.
(See. Best Information Available above.)

We compared Australian sales prices,
net of all epplicable movement charges,
to each pipe fitting product’'s COP. Our
below-cost analysis of TTU's Ausiralian
sales prices was restricted to only those
sales of identical merchandise chosen
for compariscn to the United States
price. We found that between 10 to 80
percent of sales of the such or similar
merchandise were made at prices above
the COP and considered only the abave-

above the COP, we calculaied FMV a8
we did for the preliminary determination
with the following exceptions. We
recalculated the imputed credit expenss
on sales to the United States end
Aunstralis using the short-term credit
rate found at verification. We
recalcolated TTU's US. indirect selling
expenses on & value basis. We
recalculated marine insurance on valoe
basis because it was incurred on this
basis and not on & weight baxis, as
reported by TTU. Besed om findings at
verification, w;-odnd]mnbb
packing costs, Jute payments expenses,
and credit sdded the

S or those ot AWM

For pipe

defermined to have over 90 percent of
third country sales made at prices below
the COP, we based' FMV on the
product's CV. CV for each of these
products was calculated in accordance
with section 773(e} of the Act, using
TTU s general expenses and profit in
Australis, and U.S. packing costs. All
modifications made to TTU's COP
information, as descsibed above, were
also made to the company’s reported CV
data. We reduced interest expenses for
an amount attributed to maintaining
trade accounts recelvable ta avoid
double counting imputed credit. We
used TTU's general expenses when they
exceeded the statutory minimum of ten
percent pursusnt to section
773(e)(1)(B](i) of the Act For profit, we
applied eight percent of the combined
cost of matarials, {abrication, and
general expenses, pursuant to section
773(e)(1)(B)(ii) of the Act, because the
actual figure was less than the statutory
minimum of eight percent.

‘We made circumstance of sale
adjustments, where appropriate, for
differences in direct selling expenses
inclu credit expenses, lale payment
and bank fees. and fumigation charges.
We deducted Australian commissions
from CV and added U.S. indirect selling
expenses up 10 the amownt of the
Australian commission. In addition, we
added an amount to CV for duty
drawback received on export sales
because the materials costs were net of
import dutles and taxes.

‘B. AST

We relied on the submitted COP -
information in calculating COP for the
subject merchandise, except in the
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following instances where the costa
were ot appropriately quantified or
valued:

1. Material costs were increased to
account for the excess of actual material
usage over standard, and for duties and
import taxes incurred on imports of
carbon steel pipe used in the uction
of pipe fittings for sale in the
market. (See, Comment 5.} :

2. Direct labor and packing labor costs
were adjusted to correct for minor
discrepancies identified st verification.

3. Interest axpense was recalculated -
based on the combined
expenses of AST and Awaji Sangyo KK,
{Japan) Company Limited, (ASK), and
allocated over the combined cost of
sales exclusive of in y sales.

We compared home t sales
glrlioel. net all gplilcalf:ilo m::vement
charges. to each pipe product’s
COP. We found that between 10 and 90
percent of sales of the such or similar
merchandise were made at prices above
the COP and considered the above-
cost sales as the basis for determining
FMV. .

~ For those pipe [itting products
determined to have a sufficient number
of home market sales made at prices
above the COP, we calculated FMV as
we did for the preliminary determination
with the following exceptions. Based on
findings at verification, we determined
that there were no differences in
variable costs of manufa for
claimed difference in merchandise
adjustments. Finally, we added the
*drawback” attributable to business and
municitgll import duties to U.S. price.

For thosa pipe fitting products ‘
determined to have over 90 percent of
home market sales made at prices below
the COP. we based FMV on the
product's CV. CV for gach of these
products was caiculated in accordance
with section 773{e) of the Act, using
AST's general expenses and profit in the
home market, and U.8. packing costs.
All modifications made to AST's COP
information, as described above, were
also made to the company’s reported CV
data. We reduced interest expenses for
an amount attributed to maintaining
trade accounts receivable to avoid

. double counting imputed credit. We
used general expenses because they
exceeded the statutory minimum of ten
percent pursuant to section
773(e}{1)(B)(i) of the Act. For profit. we
applied eight percent of the combined
cost of materials, fabrication, and
general expenses. pursuant to section
773{e)(1)(B](ii} of the Act. because the
actual figure was less than the statutory
minimum of eight percent.

We made circumstance of sale
adjustments for differences in credit

expenses, We deducted home market
commisions and added U.S. indirect
setling expenses up to the amount of the
home market commission. Because AST
failed to report U.S. indirect selling
expenses. we assumed, as BIA, that US.
Indirect selling expenses were equal to
home market commissions.

Currency Conversion

In accordance with 19 CFR 353.60, we
converted foreign currency into the
equivalent amount of United States
currency using the official excha
rates in effect on the appropriate dates.
All currency conversions were made at
ral:i certified by the Federal Reserve
Ba

Vaerification

Pursuant to section 778(b) of the Act. -
we verified information used in reaching
our final determination. We used
standard verification procedures,
inctuding examination of relevant
accounting records and original source
documents provided by the respondents.

Interested Pacty Comments

Comment 1. Petitioner asserts that
because TTU's material usage variance
calculation, submitted on February id.
1992, could not be verified, the
Department should use TTU s originally-
reported usage variance. Petitioner
further claims that the Department
should not rely on the physical
inventory count submitted by TTU after
verification In support of the February
14, 1992, submission. because it was
untimely submitted.

TTU argues that its submitted
February 14, 1082, material usage
variance was verified by business
recards (perpetual inventory records)
taken by the Department as verification
exhibits. Additionally, TTU claims that
its post verification submission to the
Department was merely a notification
that TTU had inadvertently based its
revised submission, at verification, on
an incorrect worksheet. and that the
February 14. 1992, submission was in
fact correct.

DOC Position: We agree with
petitioner in part. TTU attempted to
revise its February 14. 1092, steel pipe
usege variance calculation based on
inventory count information submitted
at verification. The Department could
not reconcile the “actual” November 28,
1990, inventory count. submitted at
verification. to company records. After
verification, TTU claimed the document
submitted at verification to reflect its
November 28, 1990, inventory count was
an incorrect worksheet and not the
actua! inventory count document. TTU's
submitted post-verification physical

inventory count was not relied upon
because it was untimely filed. However,
we used the steel pipe material usage
variance reported in the February 14,
1992, submission as BIA, because in all
cases the November 28, 1000, steel pipe
inventory counts, as reported in the
February 14, 1992, submission, were
greater thaa or equal to TTU's perpetual
inventory records.

Comment 2: Petitioner asserts that the
Department should adjust TTU's
submission for additional quantities and
increased costs of plate type materials
consumed for cap production, as
identified at verification.

PDOC Position: The Department could
not verify TTU's submitted steel plate
material usage and steel plate cost for
cap production. TTU's initial submission
failed to include the quantity and cost of
plate semi-product material consumed
during the POL TTU provided a revised
material usage schedule for plate at
verification. This revised schedule
reported inaccurate piece weights, and
failed to account for the cost of plate
semi-product. Therefore, the Department
assumed as BIA, that all cops sold in
Australia were at prices below the COP.
Because the Department was likewise
unable to calculate CV for U.S. sales of
caps, as BIA we used the highest single
margin calculated for TTU's other sales
for these sales of caps.

Comment 3: TTU asserted after .
verification that it made tranepositional
errors in its submission of TTU's steel
pipe material usage variancs.

DOC Position: The Department did
not make an adjustment to TTU's steel
pipe material usage variance for
transpositional errors because the claim
was not made unti! after verification.

Comment 4: TTU argues that the
Department should use all third country
sales of identical merchandise as the
basis for foreign market value. TTU
states that doing s¢ would enhance the
accuracy of the margin calculations
because the calculations would be
based on nearly 100 percent of TTU's
U.S. sales. TTU adds that the
Department has all third country sales
data on record, and that the price
adjustments are similar for all third
country and U.S. sales. Therefore, the
use of all third country data would not
complicate the Department's analysis
according to TTU.

Petitioner argues that the Department
should limit the basis of FMV to
Australian sales. 8s determined in the
Department’s memorandum of
September 9. 1991. Petitioner disagrees
with TTU's argument that the
Department normally uses a single third
country as the basis of FMV because of
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administrative convenience. Petitioner
states that the preference for the use of
a single third country is required by the
Departiment's regulations and that the
Department permits muitiple thisd
countries to serve as the basis of FMV
only when sales to a single market are
considered to be inadequate.

DOC Position: We agree with the
petitioner. When basing FMYV on third
country sales, the Department normally
uses sales 1o one third couniry unless
sales to any single country are not
adequate. Moreaver, TTU requested that
the Department limit its analysis to
sales of U.S. producta that could be
matched 1o identical producius in
Australia. It is disingenuous of TTU to
now claim that we should use additional
third countries in our analysis to
increase the number of U.S. sales
examined in our analysis.

- Comment 5: AST argues that it does
not pay import duties or taxes on the
steel pipe used to produce pipa fittings
sold in the home market. Because of a
bank guarantee system and a yieid ratio
agreed to by the Thai government, AST
claims that it is able to cover the duties
and taxes which would be paid on pipe
imporied for production of pipe fittings
sold domestically with drawback earned
on exported fittings. AST, therefore, did
not include the associated import duty
and tax amounts in its reported COP for
pipe fittings sold domestically.

Petitioner argues the cost of
production of domestically sold pipe
fittings should include Thai import
duties and import tax assessed on
imported steel pipe. Petitioner contends
that AST is obligsted under Thai law to
pay import duties on materials that are
used to produee p:re fittings for
domestic sales and that AST simply
uses the excess drawback earned on
export sales to cover duty and taxes
owed on the domestic sales of pipe
fittinga. Petitioner alleges that this
excess drawback constitutes a
countervailable export subsidy that has
been hidden from the Department's
countervailing duty {CVD) investigation
and reviews to date. )

DOC Position: With regard to the
Inclusion of import duties in COP, we
agree with petitioner, We included the
combined import duty and tax amounis
in the cost of inpul stee! when
calculaiing COP for home market
products because AST, under Thai law,
is liable for the import duty and taxes on
pipe fittings sold in the home market.
We belleve it is irrelevant how AST
covers thia liability.

As the petitioner’s allegation that any
excess drawback is a subsidy and that
this subsidy has been hidden from the
Department, we are referring the matter

to the Office of Countervailing
Compliance which is responsible for
conducting adminisirative reviews of
the countervailing duty order on this
product from Thailand.

Commeni 8: Petitioner requesta that
the Department increase AST's steel
price costa by 35 percent to account for
the Tha} import duty assessed on steel
pipe imported by AST and include this
amount in CV because the duty
constitutes a part of AST s acquisition
cost for steel p.ir.

AST argues that CV shouid not
include the Thai import duty for reasons
stated above in the discussion of COP.

DOC Position: We agree with
petitioner in part. For CV of the pipe
fittings sold in the home market, The
Department incresed AST's steel pipe
costs by 46.84 percent to account for the
Thai import duty and import taxes. For
the preliminary determination, we
considered the import tax portion of the
45.84 percent rate (14.64 nt) to be
consumption taxes for which we made a
circumstance of sale adjustment for
AST. At verification we found that
import faxes are assessed on the
imports in the same manner as other
import duties and, consequently, we are
treating these taxes as import duties for
our final determination. Duty drawback
added to USP for both AST and TTU
has been increased to account for these
import duties.

Ccmment 7: AST argues that the
Department should not consalidate AST
and ASK in calculating interest expense
for COP and CV. AST states that the

. Department's policy is to consolidate the

interest expense of a parent and its
subsidiary, for purposes of calculating
the COP and CV o' merchandiss
produced by the subsidiary, only when
the parent and the subsidiary _
consclidate their financial statements. In
those instances where the parent and
subsidiary do not consolidate their
financia) statements, the Department

- combines interest expense of the parent

and its subsidiary only when thers is a
showing that the parent has provided
substantial financing to the subsidiary.

Additionally, AST claims that the
“such or similar merchandise” hierarchy
provided under section 771{18) of the
Act requires that both “identical™ and
“similar’’ merchandise must be at least
products ol the “same country”.
Therefore, since AST's parent. ASK, is
not a “producer” of pipe fittings in
Thailand. including ASK's general
interest expense as an element of COP
and CV would contradict the statutory -
scheme which allows FMV
determinations only on the basis of the
same exporting country's cost and sales
experience,

—————

Petitioner contends that the mere fact
that ASK and AST do not prepare a
consolidated financial statement does
not prevent the Department from
consolidating the interest expenses of
AST and ASK, ASK excercises complete
controt over AST's business operations
and there is a strong interrelationship
between the two with respect to the
production of subject merchandise.
Petitioner asserts that consolidation of
AST's intereat expense is clearly
warranted.

DOQC Position: We agree with
petitioner that we should consolidate
the interest expense. The Department
caiculates the representative financing
expenses of s subsidiary based upon the
expenses incurred by the consoldited
entity becausa of the fungibis nature of
capital, {Le., both debt and equity).
Contrary to AST's presumptions, it ia
the Departrsent's policy to combine the
financing activities of a parent and
subsidiary when the parent exercises
control over the subsidjary (7.e., meets
the requirements for consolidation).

Aithough ASK and AST chose not to
prepare consolidated financial
statements, ASK nevertheless maintains
control over AST s operations. Expenses
incurred on behalf of a subsidiary are
reflective of the financing costs incurred
in production and are appropriately
included in the COP or CV regardless of
the country in which the expenses are
reported. Therefore, the Department
combined the financing expenses of the
parent and subsidiary and allocated the
costs over the combined cost of sales
exclusive of inter-company sales.

Comment & AST requests that
Department apply the 10/80/10 guideline

" for measuring sales below cost of

production on a product weight basis,
arguing that price and cost are directly
related to product weight.

Petitioner that AST's request is
an attempt t;mn the significance of
AST's below-cost sales in Thailand.
Because AST sells it merchandise on &
per piece basis, and AST has not
supported its argument that applying the
10/90/10 rule on a per piece basis does:
not account for differences among heavy
and light fittings, petitioner requests that
the Department apply the 10/90/10C rule
on a per piece basis.

DOC Position: We agree with
petitioner. It is the Department's
standard practice to apply the 10/80/10
guideline on the basis on which the
subject merchandise is sold. In this case
AST sells pipe fittings on a per piece
basis, For this reason the Department
also converted TTU's prices and
adfustments reported on a per weight
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baasis to a per piece basis. (See, Fair
Value Comparisons above.)

Comment 8: AST requests that the
Department apﬂ the 10/90/10 guidsline
on an entire “such or similar” category
of merchandise, which is consistent with
the Department's prior practice in other
investigations.

Petitioner argues that the 10/90/10
guideline is best applied on a model-
specific basis because there are a
variaty of pipe fitting models within the
product clase and that the “such or
similar” category approach would

the extent and impact of the
below cost sales in the homs market.

DOC Position: We agree in part with
both respondent and petitioner, and in
this case on first performing the test on
a such or similar category basis (the
macro test). As the results of the macro
test indicate that between 10 and 80
percent of sales of the such or similar
merchandise were made above cost, we
then performed tll:: '1‘.(’)[90/10 teston a

uct specific 2
pmc.:mment 10 Petitioner alleges that
AST did not fully report its sales 1o the
U.S. during the POI and provided

se orders from a customer of

AST's U.S. importer for five shipments
of pipe fittings made during the POl as
evidence. Petitioner argues that AST"s
failure to report these sales, which were
made pursuant to pilot orders (fong-term
contracts), requires the use.of BIA.

Petitioner requests that the
Department expand the POI to capturs
the sales made pursuant to pilot orders
if we choose to accept AST's date of
sale mathodology. Petitioner that
the POI does not adequately reflect the
sales practice of AST because the
current POl does not include any sales
made pursuant to AST's pilot orders,
most of which were shipped during the
POL Also, according to petitioner, AST
failed to identify the existence of any
long-term contracts for the sale of pipe
fittings in its questionnaire response,

AST states that the sales petitioner
alleged were sold during the PO{ were
made pursuant to pilot orders, binding
contracts in which the parties establish
the terms of sale, price and quantity.

- AST argues that it did not report the
pilot orders in its sales listing or
mention them in ite questionnaire
response because these contracts were
roade prior to the POL. AST argues that
petitioner bas no basis for advocating
the expansion of the PO! because sales
made through pllot orders were not its
usual business practice.

Silbo argues that pilot orders are used
by purchasers of pipe fittings as a means
of locking in long-term supplies of
fittings at fixed prices for fixed
quantities from pipe fitting suppliers.

DOC Pogition: We agree with AST
that the sales made pursuant to pilot
orders were made prior to the POL
Based on findings at verification, we
determined that pilot orders are binding -
contracts in which the parties establish
the terms of sale, price and quantity.

Although we found that AST's U.S.
customer ordered quantities of a few
models in excess of the specified
amount on the pilot orders, the number
of such additional units was insignficant
in comparison with the total number of
pilot order sales and, therefore, we have
disregarded them for our analysis.

We also agree with AST that the POI
should not be expanded to capture ssles
made pursuant to pilot orders. We found
at varification that AST's normal sales
practice does not entall the use of long-
term contracts, nor are AST s sales
subject to seasonal varistions. In
addition, we determined that we have
an adequate number of reported non-
pilot order sales on which to base our
antidumping analysis. .

Commaent 11: Petitioner te that
the Department issue
instructions to Customs in order to
prevent the possibie circumvention of
antidumping orders on pipe fittings from
four countries. Petitioner is concerned
that companies from the other countries
may sell unfinished pipe fittings to
companies in Thailand that then finish
the pipe fittings and claim the resulting
products sold to the United States as
Thai products. Petitioner states that
with the existence of high deposit rates
under the existing antidumping orders
for both finished and unfinished pipe
fittings, and the facility of converting
unfinished pipe fittings to finished pipe
fittings, there is “the very real potential
for unfinished butt-weld fittings subject
to the orders * * * to enter the United
States in the of finished fittings
from Thailand.”

Both AST and TTU argue that the
issue of circumvention is properly
addressed under section 781 of the Act.

DOC Position: We agree with
respondents that any issue of
circumvention is properly addressed
under section 781 of the Act. If petitioner
believes it has factual information tha

- supports the initiation of & ,

circumvention Inquiry, it may file an
application for such an inquiry (19 CFR
353.29). Absent a finding of
circumvention of another order, we
cannot instruct Customs to collect cash
deposits of antidumping duties other
than those which have been determined
for the merchandise subject to this
investigation.

Comment 12 TTU argues that because
of Thailand's cascading tax system,
TTU cannot identify the amount of taxes

actually incurred on inputs and
therefors cannot deduct those indirect
taxes for which it receives rebates upon
exportation from its COP. According to
TTU. the Department ordinarily would
not include the amount of the indirect
taxes in its COP because such taxes are
not actually incurred. Because TTU was
not abie to exclude the rebated indirect
taxes from its COP. it requests that the
Department increase the Australian
sales price by 4.98 percent, the amount
of the rebate upon export for these
indirect taxes, when making the price to

* cost comparisons at the next best

alternative.

Doc Position: We agree with
respondent in part. Because TTU is
unable to ideatify indirect taxes on
materials used to produce pipe fittings,
we have adjusted the Australian sales
price u by the amount of the
rebate for such taxes in order to make
an apples-to-apples comparison. We
increased the Australian sales price for
the cost test by the amount of Tax
Certificate rebate found not
countervailable. The total increase is
equal to 447 percent, not the 4.08
percent claimed, because 0.51 percent of
the rebate rate reptesents the amount of
the net over-rebats found
countervailable by the Department.

Comment 13: At the hearing, the
petitioner requested that the Department
ingert into the record of this proceeding
the public version of a verification
report in a recent administrative review
of the countervailing duty order on pipe
fitting from Thailand.

DOC Position: Absent the direct
showing of the relevance of the report.
the Department does not find it
necessary or appropriate to insert the

- document into the record of this

proceeding. In requesting that the report
be inserted, the petitioner did not allege
that it called into question any of our

verification findings, nor that it provided -
information necessary to the calculation
of dumping margins in this investigation.

Continustion of Suspension of
Liquidation

We are directing the U.S. Customs
Service to continue to suspend
liquidation of all entries of pipe fittings
from Thailand subject to this
investigation which are entered. or
withdrawn from warehouse, for
consumption on or after December 26.
1901, the date of publication of our
preliminary determination in the Federal
Register, with the exception of AST.
whose margia is de minimis. Normally,
we would instruct the U.S. Customs
Service to require & cash deposit or the
posting of a bond equal to the weighted-
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average amount by which the foreign
market value of pipe fittings from
Thailand exceeds the U.S. price, which
in this investigation is 12.44 percent for
TTU. 52.60 percent for Thai Benkan, and
40.88 percent for all other
manufacturers. producers, and exporters
of pipe fitting from Thailand. However,
Article VL5 of the General Agreement
on Tariffs and Trade {GATT) provides
that “[njo * * * product shall be subject
to both antidumping and countervailing
duties to compensate for the same
situation of dumping or expaort
subsidization.” This provision is
implemented by section 272(d)(1}(D) of
the Act which prohibits assessing
dumping duties on the portion of the
margin attributable to an export
subsidy.

In this case. the product under
investigation was subject to a CVD
administrative review (see, Carbon Steel
Butt-Weld Pipe Fittings from Thailand:
Final Results of Countervailing Duty
Administrative Review, 57 FR 5248
(February 13. 1992).) To obtain the moat
accurate egtimate of antidumping duties,
and to fulfill our international
obligations arising under the GATT, we
are subtracting the cash deposit rate
attributable to the export subsidies
found in the most recent CVD review
(1.78 percent) from the antidumping
bonding rate for TTU and Thai Benkan.
See, Final Determination of Sales at
Less Than Fair Value: Ball Bearings and
Parts thereof From Thailand, 54 FR

19117 (May 3, 1989). We have not done
so for AST because its margin is aiready
de minimis. Accordingly, for duty
deposit purposes, the net antidumping
assessment rates are shown below.

Weightad-
average
Producer/manutaciurer/exporter margin
: percent-
[ e
2 2.(V IS 10.68
AST o r22
Thai Benkan ... 50.84
All OIPEIS ... .o s e ; 38.10
! D@ marvrns,
ITC Notification

In accordance with section 735{d) of
the Act, we have notified the
International Trade Commission of our
determination.

APO Notification

This notice also serves as the only
reminder to parties subject to
administrative protective order ["APO")
of their responsibility concerning the
retutn or destruction of proprietary
information disclosed under APQ in

accordance with 19 CFR 353.34(d).
Failure to comply is a violation of the
APO.

This determination is published
pursuant to section 735(d) of the Act and
19 CFR 353.20{a}(4}).

Dated: May 11, 1902.
Francis |. Sailer,
Acting Assistant Secrelary for Import
Administration,
{FR Doc. 92-11808 Filed 5-15-92; 6:45 am}]
SILLING CODE 3510-D8-M
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CALENDAR OF PUBLIC HEARING

Those listed below appeared as witnesses at the United States
International Trade Commission’s hearing:

Subject : CERTAIN CARBON STEEL BUTT-
WELD PIPE FITTINGS FROM THE
PEOPLE'S REPUBLIC OF CHINA AND

THAILAND
Inv. No. s 731-TA-520 and 521 (Final)
Date and Time : May 14, 1992 - 9:30 a.m.

Sessions were held in connectidn with the investigation in the Main
Hearing Room 101 of the United States International Trade Commission, 500 E
$t., S.W., Washington, D.C.

In support of Imposition of

McKenna & Cuneo
Washington, D.C,
On behalf of

U. 5. Fittings Group

James A. Bamberger, Manager of Sales,
Industrial Products

Jay N. Zidell, President, Tube Forgings
of America, Inc.

Peter Buck Feller )
Lawrence J. Bogard " }--0F COUNSEL
Linda C. Menghetti )

In Opposition to the Imposition of
Antidumping Duties:

Baker & Hostetler
Washington, D.C.

—0Op behalf of
Mitsul & Co. (U.S.A.)

Carol A, Rafferty)--OF COUNSEL

- more -
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In Opposition to the Imposition of
Antidumping Duties:

Dorsey & Whitney
Washington, D.C.

On behalf of
Shenyang Billiongold Pipe Fittings Co. Ltd., China

George Wang, Vice President

James Taylor )
"~ )--OF COUNSEL
Panagiotis C. Bayz )

China Chamber of Commerce for Metals, Minerals
.and Chemicals Importers and Exporters

orte

Shandong Metals & Minerals Import and
Export Corporation

Liaoning Metals and'Minerals Import and
Export Corporation

China North Industries Corporation

Shenyang Machinery and Equipment Import and
Export Corporation

Liaoning Machinery and Equipment Import and
Export Corporation

Jilin Provincial Machinery and Equipment Import .
and Export Corporation

Producers

Weifang Pipe Fittings Factory

Dalian Pipe Fitting Plant

North Pipe Fittings Industries Corporation
Dalian Huacheng Pipe Fittings Factory
Fushun North Pipe Fittings Co., Ltd.

Dan Cliver, Distinguished Fellow,
Citizens for a Sound Economy Foundation

Bruce Aitken ' )

Qidi Chen _ ')--OF COUNSEL
Munford Page Hall, II )

Mark Beach, Vice President, I1.5. Trade, Inc.
Kirkland, WA
- end -
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Table C-1

Income-and-loss experience of all petitioners on the overall operations of
their establishments wherein butt-weld pipe fittings are produced, fiscal
years 1989-91!

Item 1989 1990 1991

! These producers are Hackney, Ladish, Mills, Steel Forgings, and Tube
Forgings.

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

Table C-2
Income-and-loss experience of nonpetitioner on the overall operations of its

establishment wherein butt-weld pipe fittings are produced, fiscal years
1989-91}

Item ' 1989 1990 1991 -

! This producer is Weldbend.

Source: Compiled from data submitted in response to questionnaires of the
U.S. Intermational Trade Commission.
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Table C-3 :
Income-and-loss experience of all petltioners on thelr operations producing
butt-weld pipe fittings, fiscal years 1989 9!

tem - , 1989 1990 1991

! These producers are Hackney, Ladish, Mills, Steel Forgings, and Tube
Forgings.

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

Table C-4
Income-and-loss experience of nonpetitioner on its operations producing
butt-weld pipe fittings, fiscal years 1989-91!

Item 1989 1990 1991

! This producer is Weldbend.

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table C-5

Income-and-loss experience (on a per- pound basis) of all petitioners on their
operations producing butt-weld pipe fittings, fiscal years 1989-91

Item 1989 1990 1991

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

Table C-6

Income-and-loss experience (on a per-pound basis) of nonpetitioner on its
operations producing butt.weld pipe fittings, fiscal years 1989-91

Iten 1989 1990 1991

Source: Compiled from data submitted in response to questionnaires of the
U.S. International Trade Commission.
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Table C-7
Value of assets and return on assets of U.S. producers establishments wherein
butt-weld pipe fittings are produced, fiscal years 1989-91

Item . 1989 ' 1990 1991

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

Table C-8
Capital expenditures by U.S. producers of butt-weld pipe fittings, by regions and
by products, fiscal years 1989-91

{In thousands of dollars)

Item 1989 1990 1991

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

Table C-9
Research and development expenses of U.S. producers of butt-weld pipe fittings,
by regions and by products, fiscal years 1989-91

{In thousands of dollars)
Item | 1989 1990 1991

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

- COMMENTS RECEIVED FROM U.S. PRODUCERS ON THE
IMPACT OF IMPORTS OF
BUTT-WELD PIPE FITTINGS FROM CHINA AND THAILAND
ON THEIR GROWTH, INVESTMENT, ABILITY TO RAISE
CAPITAL, AND EXISTING DEVELOPMENT EFFORTS
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The Commission requested U.S. producers to describe and explain the
actual and potential negative effects, if any, of imports of butt-weld pipe
fittings from China and Thailand on their growth, investment, ability to raise
capital, or existing development and production efforts (including efforts to
develop a derivative or improved version of butt-weld pipe fittings.)
Producers were also asked whether the scale of capital investments undertaken
has been influenced by the presence of imports of this product from China and
Thailand. Their responses are shown below:

Actual Negative Effects

Antjcipated Negative Effects

Influence o rts on Capital Investment









	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

