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SUmmary

We have andyzed the comments and rebutta comments of interested partiesin the antidumping
duty investigation of certain ball bearings and parts thereof (ball bearings) from the People's
Republic of China (PRC). Asaresult of our andyss of these comments, we have made changes
in the margin calculations, including corrections of certain inadvertent errors from the preliminary
determination. We recommend that you gpprove the positions we have developed in the
“Discusson of the Issues’ section of this memorandum for thisfina determination.

Below isthe complete list of issuesin thisinvestigation for which we received comments and
rebuttal comments from parties:

|. General Issues

Comment 1:  Vduation of Overhead, SG&A, and Profit Ratios (“Financid Retios’)
A. Whether Companies Which Reported a L oss Should Be Excluded from Profit
Ratios Caculation
B. Whether the Department Should Use a Weighted Average or a Smple Average
to Cdculate Financid Ratios
C. Whether the Department Should Exclude Companies Which Did Not
Manufacture the Merchandise under Investigation



J

Comment 2:
Comment 3:
Comment 4
Comment 5:
Comment 6:
Comment 7.
Comment 8:

Whether the Department Should Exclude Financia Data That Are Not
Contemporaneous with the POI

Whether the Department Should Exclude Companies That Were Owned and
Controlled by the Indian Government

Whether the Department Should Exclude Company Data Where the Company
Is Less Integrated

Whether the Department Should Restate Indian Surrogate Producers FOH and
SG& A to Eliminate Certain Digortions

Whether the Department Should Exclude the Financia Statements of Indian
Producers Which Are Affiliated with Petitioner

Whether the Department Should Exclude the Financia Data of Multinationa
Corporations. SKF, FAG, and TIL

Which Indian Surrogate Producers Should Be Included as Surrogate Source for
Vduing Financid Retios

Respondent Selection

GAM Mast Guide Bearings and Chain Wheds

Corporate Name Change Filing

PRC-Wide Rate

Vauation of Purchased Components

Cdculating Margins on a Per-Unit Basis

Market Economy Sted Vaues—Kored/India

[I. Company-Specific | ssues

A. Pegr
Comment 9
Comment 10
Comment 11

Comment 13:

Comment 14:

Comment 15:

Comment 16:
Comment 17:

Comment 18:

Correction of Errors Made in the Preliminary Margin

. Incorporation of Corrections Made Prior to Verification
. Incorporation of Corrections for Discrepancies Found at Verifications
Comment 12:

Require Peer to Provide Complete and Accurate Data for Certain CONNUMSs
or Use Facts Available

Whether the Department Should Correct Peer’ s Scrap Recycle Ratio and
Recalculate Peer’s Materid Codts

Whether the Department Should Confirm That Peer Has Reported Any
Estimated Rebates

Whether the Department Should Examine or Restate Peer’ s Reported “ Section
E” Costs

Whether the Department Should Restate Peer’ s U.S. Indirect Selling Expenses
Whether the Department Should Restate Certain Factors (Labor and Certain
Materids) Which Could Not be Obtained from Suppliers or Subcontractors
Whether the Department Should Use Facts Available for U.S. Inland Freight
from the Warehouse to Unéffiliated Customers (INLFWCU)
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Comment 19:

Comment 20:
Comment 21:

Comment 22:
Comment 23:

B. Wanxiang
Comment 24
Comment 25:
Comment 26:
Comment 27
Comment 28:
Comment 29:
Comment 30:
Comment 31.
Comment 32:
Comment 33:
Comment 34:

Comment 35:

Comment 36:
Comment 37
Comment 38:
Comment 39:

C. Cixing
Comment 40:

Comment 41.
Comment 42
Comment 43:
Comment 44.
Comment 45:
Comment 46.
Comment 47
Comment 48:
Comment 49:

Whether The Department Should Use Facts Available for Peer’sU.S.
Uneffiliated Commissons

Whether the Department Should Revise Its Margin Cdculation Methodology
Whether the Department Should Exclude Certain Non-Operational Expenses
and Reclassfy Certain Operational Expensesin Caculating Financid Retios
Whether the Department Should Use More Contemporaneous Electricity Data
Whether the Department Should Use More Contemporaneous Data Involving
Full Shipments for Brokerage and Handling Charges

Surrogate Vaue for Wooden Packing Pallets, Boxes

Wanxiang's EMQ Bearings

Wanxiang's CEP and Commission Off st

Wanxiang's Sted and Scrap Data

Wanxiang's Brokerage & Handling

U.S. Inland Freight

Ocean Freight

Computer Programming Error (ELASCLP2)

Sed Typefor Ringsand Bdls

Sted Wire Rod (for Bdls)

Surrogate Vaue for SAE 1045 Plain Carbon Stedl for Hubs, Spindles and
Circlips, Bolts

Surrogate Vaue for SAE 1566 Structure Carbon Stedl for Certain Outer Rings
and Spindles

Surrogate Vdue for Sted Bar (for Rings)

Surrogate Vdue for Sted Tube (for Rings)

Surrogate Vaue for Cold-Rolled Stedl for Shields, Cages, Rubber Sedls, Rivets
Empty Whed Hub Units

The Department Made an Error in Cdculating the Regression-Based Wage Rate
for China

Cixing's Market Economy Purchases of Bals

Cixing's Scrap Offset

Cixing's Surrogate Vaue for Inner and Outer Ring Sted!
Cixing's Market Economy Purchases of Coil

Cixing's Marine and Inland Insurance

Liquidation During the Provisond Period

Cixing's Brokerage and Handling

Cixing's Air Freight

Cixing's Electric Motor Quality (EMQ) Bearings
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Comment 50: Cixing's CONNUM Reporting Methodology and Bal Weights
Comment 51: Clericd Errorsin the Amended Preliminary Program

Background

On October 15, 2002, the Department of Commerce (the Department) published its preliminary
determination of sdes at lessthan-fair-vaue (LTFV) in the antidumping duty investigation of ball
bearings from the PRC. See Noatice of Preiminary Determination of Sdes at Less Than Fair
Vaue and Postponement of Final Determination: Certain Ball Bearings and Parts Thereof from
the People€' s Republic of China, 67 FR 63609 (October 15, 2002) (Prdiminary Determingtion).

On November 20, 2002, the Department published the amended preliminary determination of
sdesa LTFV in the antidumping duty investigation of ball bearings from the PRC. See Notice
of Amended Preliminary Determination of Sdes et Less Than Fair Vaue: Certain Bal Bearings
and Parts Thereof from the People' s Republic of China, 67 FR 70053 (November 20, 2002)
(Amended Prdliminary Determingtion). The period of investigation (POI) is July 1, 2001,
through December 31, 2001. Since the preliminary determination, the following events have
occurred.

During November and December 2002, the Department conducted verifications of the
mandatory respondents'* sdes and factors of production (FOP) information.

Both the petitioner? and the mandatory respondents (respondents) filed surrogate value
information and data on December 13, 2002. On December 23, 2002, petitioner and
respondents filed information rebutting the December 13 factor vaue submissions.

Parties filed case and rebuttd briefs on January 13 and January 21, 2003, respectively. On
January 22, 2003, a public hearing was held at the Department of Commerce.

We note that although we stated in our Amended Preliminary Determingtion that we would make
the final determination no later than February 26, 2003, the actud statutory deadline pursuant to
section 735(a)(2) of the Tariff Act of 1930, as amended (the Act), is February 27, 2003.
Accordingly, we are issuing our find determination on February 27, 2003, in accordance with the
Satutory requirement.

! The mandatory respondentsin this investigation are Zhejiang Xinchang Peer Bearing Company Ltd.
(Peer), Wanxiang Group Corporation (Wanxiang), and Ningbo Cixing Group Corp. and its U.S. affiliate, CW Bearings
USA, Inc. (collectively, Cixing).

2 The petitioner in this case is the American Bearing Manufacturers Association (ABMA).
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Discussion of the I ssues

I. General Issues
Comment 1. Valuation of Overhead, SG& A, and Profit Ratios (“ Financial Ratios’)

In the Prliminary Determination, we relied on the financid data of the following five Indian
surrogate producers to calculate financid ratios. Antifriction Bearing Corporation, Ltd., (ABC),
HMT Bearings, Limited (HMT), FAG Bearings IndiaLtd. (FAG), SKF Bearings India Ltd.
(SKF), and NRB Bearings Ltd. (NRB). Since the Prdiminary Determination, petitioner and
respondent, Peer, have placed on the record financid data from three additiona Indian surrogate
producers. Asan Bearing Ltd. (ABL), Austin Engineering (AEC), and Timken India Limited
(TIL).

For the fina determination, we have cdculated financid ratios based on financiad data from three
surrogate companies. HMT, SKF, and NRB. We excluded the other five Indian surrogate
financid datafrom financid ratio calculations because two producers (ABC and FAG) are
sgnificantly lessintegrated than the three Chinese respondents, and, therefore, are not
comparable (as defined in Comment 1.F below). Moreover, one producer (TIL) did not
produce subject merchandise during the POI, and two' s financid data (AEC and ABL's) are not
contemporaneous.

A. Whether Companies Which Reported a L oss Should Be Excluded from Profit
Ratios Calculation

The ABMA submits that the Department should reca culate the average profit ratio used in the
Preiminary Determination and exclude the financia statements of the following four surrogete
companies from the profit calculation—ABC, ABL, AEC, and SKF— because these firms showed
negative profits. Citing TRBs XIV,® and ARG Windshields,* petitioner argues, in caculaing a
surrogate profit rete, it isthe Department’ s practice to exclude negative profit from its profit ratio
cdculation to prevent ditortion. Therefore, petitioner requests that the Department follow case
precedent and exclude ABC, ABL, AEC, and SKF sfinancid statements from the profit ratios
calculation.

3 Final Results of 2000-2001 Administrative Review of Tapered Roller Bearings and Parts Thereof. Finished
and Unfinished from the People’s Republic of China; 67 FR 68990 (November 14, 2002) (TRBs XIV).

4 Final Determination of Sales at Less Than Fair Value: Certain Automotive Replacement Glass
Windshields from the People’ s Republic of China; 67 FR 6482 (February 12, 2002) (ARG Windshields).
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Specifically, petitioner urges the Department to reca culate the overhead and surrogate overhead,
sling, generd and adminigtrative (SG&A) expenses ratios using only the data provided in the
2000 Annua Financid reports of SKF and NRB Bearings Ltd. (NRB), and to recaculate the
profit ratio usng only NRB'’s datain the fina determination.

The three mandatory respondents, Peer, Wanxiang, and Cixing (hereinafter collectively referred
to as respondents) argue that the Department should rgect petitioner’ s request for exclusion of
ABC, ABL, AEC, and SKF s negative profit from the surrogate value profit calculation.
According to respondents, there is no legd basis for excluding negative profit because the statute
directs the Department to calculate norma vaue (NV) in nonmarket economy (NME) cases
based on the factors of production plus “an amount” for profit, which can be zero or even
negative profit. Respondents point out that the reason that SKF had a loss was because it had
extraordinary high overhead and SG&A. It would be incongruous, they assert, to use SKF as
representative for purposes of overhead and SG& A, but not for profit, and it isnonsensical to
use high overhead and SG& A ratios from one set of sources and obtain profit from another set
of sources. Respondents cite Rhodia® and argue that while the Court of Internationa Trade
(CIT) dlowed the Department to exclude negative profitsin that case, the Court did not say it
was mandatory. They quote the Court’s decison, which states. * barring evidence to the
contrary,” the negative profit “ surrogate values are equdly representative of the surrogate
experience.” Because petitioner has not cited any evidence as to why the negative surrogeate
profit vaues of any of these companies are not equally representative, respondents counter, a
decision to exclude the profit ratios of Indian bearing producersis arbitrary and contrary to law in
light of the CIT’ s decison to use a smple average (see Comment 1.B below).

Taken together with other arguments discussed below (Comments 1.B to 1.J), respondents are
againg excluding ABC and AEC, but they maintain that SKF sfinancia data should be excluded
from the calculations of financid ratiosin thisfind determination.

Department’ s Position:

We agree with petitioner that the financid data of Indian Surrogate producers which reported a
negative profit should be excluded from the surrogate profit caculation. It isthe Department's
practice to exclude from the profit caculation information from companies that recorded losses.
Seeeq., TRBs X1V, ARG Windshidds, and Redetermination Pursuant to Court Remand in
Rhodia, Inc. V. United States and Jilin Pharmaceutical Co. Ltd: Shandong Xinhua
Pharmaceutical Factory, Ltd., Court No. 00-08-00407 (March 29, 2002). Therefore, because
ABC, ABL, AEC, and SKF experienced losses, we did not use the information of these
companies to caculate surrogate profit for the final determination.

® Rhodia, Inc. v. United States, Slip Op. 2-109 a 9 (Ct. Int’| Trade, 2002) (Rhodia).
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B. Whether the Department Should Use a Weighted Average or a Smple Average
to Calculate Financial Ratios

Petitioner argues that the Department in the Prdiminary Determination factors of production
memorandum described its methodology as producing weighted-average ratios for factory
overhead (FOH), SG&A, and profit, which is consstent with the gpproach the Department has
taken in TRBs reviews® Yet, petitioner contends the Department’s actua calculations did not
compute aweighted average, but only a smple average of the five companies FOH, SG&A,
and profit ratios. 1t dams that the Smple averaging methodology isinconsstent with the
Department’s past practice and is ingppropriate because it values the ratios of minor producers
the same asthose of larger producers. Petitioner, therefore, urges the Department to compute a
welghted average when cdculating the financid retios.

Respondents argue that if multiple financiad statements are used, a smple-average, rather than
weighted-average, should be used to caculate overhead, SG& A, and profit. According to
respondents, the purpose of usng asmple average is to find a representative sampling of
companies and if asingle large company has outlier data, the use of aweighted-average can
result in skewing the data. In thisingtance, respondents point out that SKF isalarge
multinational company and a weighted-average would disproportionately weight SKF s data
over al other companies, which would render a flawed weighted-average (see Comment 1.J
below). Citing Reinforcing Bars and 1995 Brake Rotors,” respondents alege that the
Department has used smple averagesin most NME cases. Furthermore, they refer to a recent
CIT decision in Rhodia which rejected the Department's apparent departure in Bulk Aspirin®
from its long-standing practice of using Smple averagesto blend multiple Indian producers
overhead, SG&A, and profit ratios. In the Court remand of that case, respondents add, the

6 Seeeq., Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the Peopl€e’s
Republic of China: Final Results of 1998-1999 Administrative Review, Partial Rescission of Review and Determination
Not to Revoke Order in Part, 66 FR 1953 and the accompanying Decision Memorandum at Comment 7 (January 10,
2001); Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the People’ s Republic of China:
Final Results of New Shipper Reviews, 66 FR 8383 and the accompanying Decision Memorandum at Comment 12
(February 26, 2001).

" Notice of Final Determination of Sales at L ess Than Fair Value: Steel Concrete Reinforcing Bars from the
People’ s Republic of China, 66 FR 33522 (June 22, 2001) (Reinforcing Bars) ; See also, Notice of Preliminary
Determinations of Sales at L ess Than Fair Value and Postponement of Final Determinations:. Brake Drums and Brake
Rotors From the People’ s Republic of China, 61 FR 53190, 53196 (October 10, 1996) and Notice of Final
Determinations of Salesat L ess Than Fair Value: Brake Drums and Brake Rotors From the People's Republic of
China, 62 FR 9160 (February 28, 1997) (1995 Brake Rotors).

8 See Notice of Final Determination of Sales at Less Than Fair Value: Bulk Aspirin From the People's
Republic of China, 65 FR 33805 (May 25, 2000) (Bulk Aspirin) and the accompanying Decision Memorandum at
Comment 4.
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Department agreed that its usud practice isto use a smple average when combining data for
these types of cdculations and found no facts that warrant deviation from that practice.

Department’ s Position:

We agree with respondents. The Department has consstently used Smple averagesin most
NME casesto derive overhead, SG& A, and profit. The CIT dso found inits recent ruling in
Rhodia that when the Department uses only afew surrogate companies, its usud practiceisto
apply asmple average to derive overhead, SG&A, and profit. On remand, the Department
agreed that its usua practice isto use a smple average when combining data for these types of
cdculations and found no factsin that proceeding that warrant deviation from that practice. The
Department continued this practice by usng asmple averagein its most recent NME review in
Fifth Brake Rotors.®

In the current proceeding, we used only afew surrogate companies and found no facts that
warrant deviation from our previous practice. Therefore, we have used asmple average to
derive financid ratios in the find determination.

C. Whether the Department Should Exclude Companies Which Did Not
Manufacture the M erchandise under Investigation

Petitioner aleges that the Department should not use the annud financia reports of ABC or TIL
as asource for any factor of production data because these companies did not manufacture bal
bearings or bal bearing parts during the POI. Specifically, it damsthat ABC withdrew from the
bal bearing busnessin the last quarter of 2001 and TIL specidizes in the manufacture of tapered
roller bearings. Therefore, petitioner argues that ABC and TIL’sfinancid data do not provide an
account of the FOH, SG&A, or profits of aball bearing producer. Furthermore, the petitioner
dlegesthat there is ample financid data on the record for Indian companies that did produce ball
bearings during the POI, and there is no reason for the Department to use ABC'sor TIL'sdata.
Accordingly, petitioner urges the Department not to use any financiad datain ABC'sand TIL’s
2000-2001 or 2001-2002 annual financia statements for financid ratios calculations.

With respect to ABC, respondents counter that the petitioner’ s arguments against usng ABC are
unconvincing and urge the Department to disregard them. Citing ABC's 2001-2002 annua
report which was submitted by Peer on December 13, 2002, respondents alege that the record
shows that ABC did produce bal bearings throughout 2001, including in the third and fourth

° See Brake Rotors from the People’ s Republic of China: Preliminary Results and Preliminary Partial
Rescission of the Fifth Antidumping Duty Administrative Review and Preliminary Results of Seventh New Shipper
Review, 68 FR 1031 (January 8, 2003) (Fifth Brake Rotors).
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quarters. Specifically, respondents point out that ABC’s annud report groups its sales as “ball
and roller bearings’ and it buys sted and uses rolled and forged rings which impliesthat ABC's
production process is essentidly the same as the other ABMA producers.

In an dternative argument, respondents claim that petitioner’ slogic was specious in that it urges
the Department to use its preferred companies (i.e., SKF and NRB) financial datato caculate
surrogate financia ratios while it also urges the Department to disregard ABC. According to
respondents, ABC is smilar to SKF and NRB because dl three are not exclusively producers of
ball bearings. They also argue that there is no proof on the record that SKF and NRB are
significant producers of ball bearings, and, therefore, the record does not necessarily support a
pogition that SKF and NRB are better surrogates than ABC. Furthermore, respondents claim
that the Department’ s precedent does not require surrogate companies to manufacture only the
subject merchandise. Citing TRBs X1V, respondents argue that the Department used annual
reports from SKF, FAG, etc., even though they manufacture products in addition to tapered
roller bearings. Thus, respondents concluded that petitioner’s “purist” attitude with respect to
ABC is neither convincing nor supportable and urge the Department to disregard such arequest.

With respect to TIL, respondents also request that the Department not exclude TIL' s datain the
event it decides to use dffiliated party data. Respondents dlege, while there is no question that
TIL isprimarily aproducer of tapered bearings, its annua report does not break out the types of
bearings (e.q., bal bearings or tapered roller bearings) that it produces. Thus, TIL too, likely
produces ball bearings, they claim. Findly, rdying on TRBs X1V, respondents point out that as
long as a company produces tapered or ball bearings, it is“comparable’” and can be used as
surrogate company. 1°

Department’ s Position:

We agree, in part, with both petitioner and respondents. We agree with petitioner that TIL's
financid data should be excluded from financid ratios caculations. As pointed out by both
petitioner and respondents, TIL specidizes in the manufacture of tepered roller bearings. As
TIL'sannua report does not break out the types of bearings (e.q., bal bearings or tapered roller
bearings) that it produces, we cannot draw aconclusion that TIL likely produces ball bearings.
To the extent that TIL did not produce the merchandise under investigation, TIL’sfinancid data
does not provide an account of the FOH, SG&A, or profits of aball bearing producer. Because
we have on the record of the ingtant investigation the financid data from severd other Indian ball
bearing producers during the POI, we have excluded TIL’ s financid data from financid ratios
cadculaions for purposes of the fina determination.

10 See TRBs XIV. Factors Valuation Memorandum at Att. 6.
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We agree with respondents regarding ABC'sfinancid data. Although ABC withdrew from the
ball bearing business during the last quarter of 2001, ABC was a bearing producer during half of
the POI. Therefore, ABC'sfinancid data reflects comparable experience of abal bearing
producer, and, thus, can reasonably be used as surrogate company. However, as stated below
in Comment 1.F, we are ultimately excluding ABC from the financid ratio caculations due to the
fact that ABC is sgnificantly less integrated than the mandatory respondents.

D. Whether the Department Should Exclude Financial Data That Are Not
Contempor aneous with the POI

Petitioner dleges that the Department should exclude the financid data of AEC and ABL from
the ratio calculations because these data are from outside the POI.  Specifically, petitioner points
out that the annual report on the record for AEC coversthe period April 1, 2000 to March 31,
2001, and the annual report on the record for ABL covers the period April 1, 2000 to June 30,
2001, and, therefore, contains no data from the POI. Thus, the petitioner urges the Department
to follow its precedent and exclude data from these reports when caculating the find financia
ratios because the data are not representative of the experiences of bal bearing and ball bearing
part producers from July to December 2001.

Respondents argue that the Department should not exclude AEC' s data from ratio calculations.™
While acknowledging that AEC' s datais outside the POI by three months, respondents maintain
that the Department will look a avariety of factors, not just contemporaneity, in selecting a
company’s data from which to derive financid ratios. For example, respondents alegethet in
Pure Magnesum from the Russian Federation the Department considered the accuracy of the
datain addition to its contemporaneity.*? Furthermore, respondents claim that AEC’s Annual
Report and website show it produces ball bearings and purchases steel bar and tubes. This
implies, according to respondents, that AEC producesits own rings, and, therefore, it resembles
the Chinese producers. By contrast, respondents allege that SKF is a sgnificant player in this
industry and amultinationa corporation, totally unlike the Chinese respondents. As such,
respondents believe that AEC is more comparable in size and management to the Chinese
respondents than is SKF. For purposes of the find determination, they request that the
Department include AEC' sfinancid data because they believe AEC' s accuracy and
comparability to the Chinese producers can offset its lack of contemporaneity.

Department’ s Position:

11 Respondents did not provide comments on ABL’s financial data.

© See Notice of Final Determination of Sales at Not Less Than Fair Value: Pure Magnesium from the

Russian Federation, 66 FR 49347 (September 27, 2001) (Pure M agnesium from the Russian Federation) and the
accompanying Decision Memorandum at Comment 1.
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We agree with petitioner that AEC’'sand ABL’sfinancid data should be excluded from the
financid ratios calculations because they are not contemporaneous with the POI and we have on
the record appropriate data that are contemporaneous.

In support of their argument that the Department should include ABL’sfinancid data, despiteits
lack of contemporaneity, the respondents cited Pure Magnesium from the Russian Federation;
however, the Department finds that the factual scenario in that case is distinguishable from the
factsin theingtant investigation. Fird, in Pure Magnesium from the Russian Federdtion, there
was only one comparable surrogate producer, Zincor, which had its operations located entirely in
the preferred surrogate country, South Africa, from which publicly available information could be
drawn. Moreover, while the company suggested by petitioners, Billiton, had more
contemporaneous financiad data and was a multinational conglomerate with operations in many
different countries, its subsdiaries did not have separate financia data. In the ingtant
investigation, however, there are several comparable surrogate producers in the preferred
surrogate country, and athough some producers are subsidiaries of multinationa operations, each
subsdiary does have its own separate financia statement that is publicly available.

Second, the information contained in Billiton's financid statements did not contain sufficient detall
to enable the Department to caculate factory overhead and SG& A expenses. As such, the
Department found that the caculation is not appropriate, given that 19 CFR 351.408(c)(4)
requires that the Department vaue overhead, general expenses, and profit using non-proprietary
information gathered from producers of identical or comparable merchandise in the surrogate
country. Under these circumstances, the Department used the less contemporaneous but more
accurate and publicly available data to vaue financid ratios.

As respondents correctly point out, the Department has, in the past, considered a variety of
factors, not just contemporanety, in selecting a company’ s data from which to derive financid
ratios. Although, in most cases, we prefer to use more contemporaneous financia statements,
using financia data that are more representative and more accurate is equaly important.
However, in the present investigation, because the Department has adequate data thet are
contemporaneous with the POI, it does not require AEC’s and ABL’ s data to reach an accurate
cdculation. Accordingly, we have excluded AEC’ s and ABL’sfinancid data

E. Whether the Department Should Exclude Companies That Were Owned and
Controlled by the Indian Gover nment

Petitioner and Torrington clam that the Department should exclude ABL’sand HMT Bearing's
(HMT) datafrom the financid ratio caculations because these companies are influenced by the
Indian government. They note that ABL’s 2000-2001 annua report provides considerable and
convincing evidence that ABL is subject to a substantia degree of government ownership and
control. With respect to HMT, they claim that HM T’ s 2000-2001 and 2001-2002 annual
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reports contain severa facts that indicate that its parent company is partly owned by and receives
financia support from the Indian government. Moreover, petitioner and Torrington suspect that
asaresult of HMT’ s parent company being a centra public enterprise, HMT’ s repair,
miscellaneous, and interest expenditures are extraordinarily low. Therefore, they submit thet it is
not appropriate to use ABL’sor HM T’ s financid statements as sources of information for
overhead, SG&A, or profit.

Furthermore, petitioner and Torrington argue that HMT and its parent are experiencing various
financid problems and certain irregularities which render the financid statements of HMT and its
parent too unreliable to serve as a source of datafor calculating FOH and SG&A ratios. Inan
dternative argument, Torrington aso suggests that HMT be excluded because it isless integrated
than the mandatory respondent producers (see Comment 1.F below).

Respondents argue that the Department should not exclude HM T’ s data from its financid ratio
cdculations. They note that Indiais amarket economy and its companies, by law, are deemed
to be market driven. Citing Romanian Hot-rolled,*® they dlaim tha the Department used financid
data of companies that were government-owned.

With respect to petitioner’ s argument that HM T’ s repair, miscellaneous, and interest
expenditures are extraordinarily low, respondents suggest that the Department use the 2001-
2002 HMT Annua Report.

Finally, respondents counter that petitioner and Torrington seem to find fault in that HMT isa
subsidiary of another company while their choice, SKF, has a corporate parent which is involved
in every aspect of SKF s business, including the provison of loans. Respondents further respond
that if petitioner and Torrington believe that having a corporate parent disqudifies a company
from being considered as a surrogate, then SKF, FAG, NRB and TIL would aso be not
appropriate sources for surrogate values.

Respondents did not comment on ABL.

Department’ s Position:

With respect to ABL, we agree with petitioner and Torrington that it should be excluded, but for
adifferent reason. See Comment 1.D above.

13 See Final Determination in the Antidumping Duty Investigation: Certain Hot-rolled Carbon Steel Flat

Products from Romania, 66 FR 49625 (September 28, 2001) (Romanian Hot-rolled) and the accompanying Decision
Memorandum at Comment 19.
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With respect to HMT, however, we disagree with petitioner and Torrington. In sdecting a
surrogate company in a comparable market economy, the Department does not make a
digtinction as to whether acompany is controlled by its government, or how heavily it is
influenced by its government. Financid support from the government may exist whether or not
there is government ownership. However, we find no evidence that HMT’ sfinancid data are
distorted. Because HMT isa producer of merchandise under investigation in the preferred
surrogate country, we determine thet it is gppropriate to include it as a surrogate producer.

Regarding petitioner’ s argument that HM T and its parent are experiencing various financia
problems and certain irregularities which render the financiad statements of HMT and its parent
too unreliable to serve as a source of datafor calculating FOH and SG& A ratios, we disagree.
In TRBs reviews, the Department has excluded from the caculations of the overhead, SG& A,
and profit ratios the financid data of certain Indian companies on the basis that their financid data
does not conform with the generally accepted accounting principles (GAAP) in Indiaor the
company is consdered a“sck” company under Indian law. Neither petitioner nor respondents
have provided evidence that HMT and itsfinancial data meet these criteria. Therefore, consstent
with Romanian Hot-rolled, we have included the financia dataof HMT in the financid ratios
cdculations.

F. Whether the Department Should Exclude Company Data Where the Company |Is
LessIntegrated

Petitioner alleges that the Department should exclude FAG' sfinancid data from the surrogate
ratio calculations because FAG purchases alarge percentage of finished componentsand isa
mere assembler.’* Citing Bulk Aspirin, petitioner aleges that the Department has stated that: 1)
the degree of integration is arelevant factor that can affect overhead rates; and 2) afully
integrated producer will have an overhead to raw materid input ratio that is higher than the same
ratio for a non-integrated producer, other things being equal. Because FAG isbasicdly an
assembler, petitioner argues, its FOH, SG& A, and profits are not representative of ball bearing
manufacturers such as the mandatory respondents. Thus, petitioner urges the Department to
exclude FAG'sfinancid data from itsratio calculations.

In its case brief, Torrington aso suggests that FAG, ABC, and HMT be excluded because these
three Indian surrogate producers purchase a high percent of components, which makes them
non-comparable to any of the three Chinese mandatory respondents. According to Torrington,
there isa generd corrdation between a company’s degree of vertical integration and its overhead
ratio. Torrington notesthat FAG, ABC, and HMT purchased gpproximately 97 percent, 85

14 According to petitioner, FAG’s 2001 Annual Report shows that its purchased components comprise

approximately 97 percent of FAG’ stotal materials. In contrast, purchased components comprise only 57 percent of
SKF stotal materials and only 21 percent of NRB’stotal materials.
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percent, and 66 percent of itsinputs, respectively. In contrast, SKF purchases approximately
haf of its components, which is comparable to the respondents; therefore, Torrington urges the
Department to limit its surrogate selection to SKF for purposes of overhead and SG& A
caculaion.

Respondents first argue that the Department should exclude FAG's and NRB'’ sfinancia dataon
the grounds that these companies are affiliated to petitioner (see Comment 1.H. below).
However, should the Department decide to use surrogate data from affiliated parties, they dlege
that FAG is an entirely appropriate surrogate, and, therefore, FAG’ s data should be included in a
surrogate caculaion of financid ratios. Further, respondents submit that there is no evidence on
the record to indicate the quantity of components versus raw materiads that each mandatory
respondent purchased. [t would be speculation for the Department to determine that FAG is
more or less integrated than the respondents. Moreover, they counter that FAG' s annua reports
do not indicate which type of components are being purchased. Accordingly, respondents
request that the Department regject petitioner’ s arguments for excluding FAG' s data

Respondents counter that with petitioner’ s and Torrington’s reasoning, SKF, which purchases
well over 50 percent of its raw materid in the form of components, must have overhead
sgnificantly lower than that of NRB, which purchases only 20 percent of its raw materidsin the
form of components. However, respondents note that these two companies have exactly the
oppositetrends. Thus, they assert that there is no generd trend becauise each company is
unique. However, they continue, even if one accepts petitioner’s and Torrington' s thesi's
regarding the integration of companies, the evidence smply does not support their assertion that
Chinese companies are just like SKF. As such, respondents argue that petitioner’ s and
Torrington’s argument that the level of purchased components is the key factor in the selection of
surrogate companies must be ignored.

Responding to Torrington’ s assertion that the Department should apply the financid ratios of a
fully-integrated bearing producer to the factor values of the purchased or subcontracted inputs,
and add the amount to the norma va ue caculation, respondents counter that Torrington’s
analyssiswrong and impractical. Firgt, respondents argue, they reported full FOP data, and the
data have been fully verified by the Department. Therefore, respondents maintain, the
Department’ s gpplication of the financid ratios dready fully assigns the surrogate overhead,
SG&A, and profit values for Peer. Second, respondents note that Torrington’ s proposed
methodology isimpractica because the surrogate financid ratios on the record cannot perfectly
fit any other companies, and, therefore, no surrogate financid ratios the Department assigns
would befair.

Department’ s Position:
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We agree with petitioner and Torrington, in part. We agree that the degree of integration isa
relevant factor that can affect overhead rates. Because both FAG and ABC purchased alarge
percentage of components (97 percent and 85 percent, respectively), we determined that thelr
low level of integration makes them reasonably non-comparable to any of the three mandatory
respondents, and, therefore, they should be excluded from the list of surrogate producers.
However, we disagree with Torrington that HMT should be excluded because HMT only
purchased 66 percent of its components which. We believe that HMT’ sintegration is sufficient
to consider it comparable to the three Chinese respondents.

We disagree with petitioner’ s reliance on Bulk Aspirin because the factud Stuation in that case is
different from the ingant case. In Bulk Aspirin, two of the Indian companies produced an input
into aspirin and the third only produced a smal amount of aspirin and alarger volume of aspirin
inputs. Because none of the potentia Indian surrogate producers reflected the degree of
integration represented by the respondents, the Department determined that the surrogate
overhead did not reflect the expense incurred to produce two additional mgor inputs into aspirin
and the final aspirin product. Accordingly, the Department took the surrogate overhead and
gpplied it to each upstream stage of input production and again to the aspirin processing stage of
the production to account for the additional overhead expensesincurred at the various stages of
aspirin production.

Inthe ingant case, FAG, ABC, and HMT are dl producers of finished ball bearings, smilar to
the three PRC mandatory respondents. However, FAG and ABC differ from the three Chinese
respondents in terms of the level of integration, i.e., the three Chinese respondents are
sgnificantly more integrated than FAG and ABC. Specificadly, the three Chinese respondents
ether produce mgor components such asinner rings, outer rings, bdls, shidds, and sedsin ther
own factories, or produce these components through toll production arrangements with
subcontractors or suppliers. Aswith HMT, all three Chinese producers aso purchased certain
components from other suppliers.

Based on the foregoing, we have excluded the financid datafrom FAG and ABC but have
included the financid datafrom HMT in the finad determination for vauing financid ratios.

G: Whether the Department Should Restate Indian Surrogate Producers FOH and
SG& A to Eliminate Certain Distortions

Torrington requests that the Department make adjustments to the financid ratios for FOH and
SG& A to gtrive for comparability and eliminate demondrable distortions which it clams exist
because of differencesin the surrogate vaues for raw materias and the material cogtsincluded in
the Indian financid ratios. Specificdly, Torrington argues that in the Prdliminary Determination,
the Department salected certain Indian companies as surrogate producers including NRB, SKF,
FAG, and ABC, and each of these producers has its respective way of breaking out its direct
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input materids (e.q., steel wire and rods, stedl tubes, forged rings, components). Nonetheless,
Torrington aleges that these companies financid data show that in many ingtances the associated
cogsfor their direct materias are sgnificantly higher than the factor vaues assgned by the
Department to the various Chinese respondents. For example, Torrington points out, the
Department used $0.7367 per kilogram to vaue sted wire and rod, while NRB uses a vaue of
$1.05 per kilogram. As such, Torrington claims that the Department introduced systematic
digtortions that requires systematic correction.

To correct the alleged distortion, Torrington proposes that the Department revalue NRB, SKF,
FAG, and ABC' s respective raw materia codts, as reported in their annua reports, by using the
same surrogate factor vaues which the Department gpplied to the Chinese respondents
cdculations. According to Torrington, if the Department makes gppropriate adjustments to
harmonize the Indian reports to the chosen surrogate Chinese vaues, Chinese overhead and
SG&A logicdly increase due to the shrinkage in the denominator.*®

Further, Torrington arguesthat it is possible to adjust the ratios for surrogate overhead and
SG&A, and accuracy compels that this be done. Therefore, Torrington asserts that the
Department should restate the ratios for overhead and SG&A.

Peer, contends that Torrington’s proposed adjustments should be dismissed by the

Department as a sdlf-serving, results-oriented attempt to inflate the surrogate producers financid
ratios. According to Peer, Torrington did not cite any precedent for this approach because the
Department has never performed the types of radica adjustments suggested by Torrington.
Further, Peer claims, it is disturbing for Torrington to now suggest that the Department must
adjust NRB’ s audited financid data consdering that throughout the course of thisinvestigation
NRB has been presented by petitioner as an appropriate surrogate producer. Moreover, Peer
arguesthat for the Department to begin adjusting audited financid data would require a greet ded
of speculation by the Department as to the true nature of certain components of audited financia
data.

Citing TRBs IX®, Peer responds that there is clear precedent for refusing to make similar
adjustments proposed by Torrington. Specificaly, it daimsthat in TRBs 1X, the Department
found that the methodology used alowed it to derive interndly consstent ratios of SKF's
overhead and SG& A expenses. Further, the Department determined that adjusting the
underlying values of SKF, would create aresult no longer representative of SKF' s codts,

5 For example, Torrington’s calculation of NRB’s overhead and SG& A rate rise to 60.61 percent and 49.22
percent, respectively, compared to the Department’s 51.89 percent and 42.14 percent.

16 Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, from the People's Republic of
China; Final Results of Antidumping Administrative Review, 62 FR 61276 at 61287 (November 17, 1997) (TRBs 1X).
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because petitioner’ s (Timken's) recommended adjustment would reduce the denominator but
would leave the overhead and SG& A expensesin the numerator unchanged. Assuch, Peer
clamsthat the Department found that this adjustment would distort the resulting ratio, rather than
cure the aleged digtortion in the Department’ s calculations.

With respect to Torrington’s proposed adjustments to materia vaues, Peer submits that the
Department must regect them because those proposed adjustments are highly sdlective and
results-oriented. It further argues, there are many differences between companies that manifest
themsalvesin the financid statements of those companies, and these differences cannot easily be
adjusted away without damaging the integrity of acompany’ s origind financid data. Therefore,
Peer maintains that one cannot smply change the amount for direct materias and expect al other
amounts to remain unchanged.

Department’ s Position:

We disagree with Torrington, and for the fina determination we have not made the requested
adjustment to the surrogate factory overhead and SG& A ratios. We disagree that Torrington
has demonstrated that a distortion exists; more importantly, Torrington has not demongtrated that
its proposed recalculation is not itself digtortive. The Department has rejected this exact
proposed recalculation in previous cases. For example, in rgecting this adjustment in TRBs IX
the Department stated:

We dso disagree with petitioner's contention that we should adjust

the overhead and SG& A rates if we continue to use the SKF report to
vaue these rates while valuing the materia and labor FOP using other
sources. As noted above, we prefer to base our factors information on
industry-wide PI. Because such informetion is not available regarding
overhead and SG& A rates for producers of subject merchandise during the
POR, we used the overhead and SG& A rates applicable to SKF India, a
company that produces subject and non-subject merchandise.

In deriving these rates, we used the SKF India data both with

respect to the numerators (total overhead and SG& A expenses,
respectively) and denominator (total cost of manufacturing). This
methodology alowed usto derive ratios of SKF Indias overhead and
SG&A expenses. Theseratios, when multiplied by the FOP we used in our
andysis, thereby condtitute the best available information concerning

the overhead and SG& A expenses that would be incurred by a bearings
producer given such FOP. Petitioner's recommended adjustment would
affect (reduce) the denominator, but it would leave the overhead and
SG&A expensesin the numerator unchanged. As such, wefind that this
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adjusment would itsdf distort the resulting ratio, rather than curing
the aleged distortion in our caculations.

Consgtent with the Department’ s practice, for the find determination, we have continued to rely
on the factory overhead ratio derived from Indian surrogate producers financid statements,
without restatement.

H. Whether the Department Should Exclude the Financial Statements of Indian
Producers Which Are Affiliated with Petitioner

Peer dlegesthat in the Prdiminary Determination the Department erred in using data from parties
related to petitioner to value overhead, SG& A, and profit. Peer listslegal and policy reasonsto
support its arguments that the Department should not use financia statements from parties related
to the petitioner in the final determination. In this regard, Peer believesthat for purposes of the
find determination, the Department should rely solely on non-tainted financid information
contained in the financia statements of ABC, HMT and AEC.

Inits case brief, Peer points out that of the five Indian bearing producers which were sdected by
the Department to value overhead, SG& A, and profit in the Preliminary Determination, three
companies (SKF, FAG, and NRB) are related to members of the ABMA, the petitioner.
Respondent believes that affiliated companies financid datais unreligble becauseit is petitioner’s
own data. In addition, Peer points out there are other problems with the financid data. First,
Peer submits, any time an &ffiliation exists between entities there is the potentia that one entity
can exercise “control” over the operations of another. Quoting the definition of “affiliated”
included in Department’ s questionnaire,*’ Peer dleges that each of the situations described in the
guestionnaire exist with respect to NRB, SKF, FAG, and TIL. Assuch, it clamsthat the
petitioner isin a pogtion to control these Indian companies, and, therefore, it isimproper to use
the financiad statements from petitioner to calculate surrogate overhead, SG&A, and profit values.

On legd grounds, Peer claimsthat in interpreting 19 CFR 351.408,'8 the CIT in Union Camp
Corporation v. United States (Union Camp) Slip Op. 99-40 (CIT 1999) approved the
Department’ s rgjection of using the petitioner’ sinterna cost to value afactor of production. Peer

1 Respondents claim the Department has long-established criteriafor determining whether or not two or

more entities are affiliated, including “an officer or director of an organization and that organization,” and “any
person or organization directly or indirectly owning, controlling, or holding with power to vote, 5 percent or more of
the outstanding voting stock or shares of any organization and that organization.”

18 Which liststhe requirements for how to determine normal value in a non-market economy case.
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assarts that the current Situation is no different. In addition, it argues that section 772 of the Act®®
intends to dedl with the inherent possibility that the price between aforeign exporter and an
affiliated importer could be manipulated for purposes of the antidumping case. According to
Peer, this same principle should gpply to using financid data from companies related to the
petitioner because the possibility of manipulation of that data for purposes of the antidumping
caseisinherent in the mere fact that the parties are related. Findly, citing 19 CFR 351.308(d),
Peer clams that for the same reason that information contained in a petition is deemed
“secondary information” that must be corroborated from independent sources® the financid data
submitted by petitioner would aso have to be corroborated.

On policy grounds, Peer submits that the Department itsdlf has previoudy reected the use of
surrogate vaues from parties related to petitioner on the grounds that such information is tainted.
For example, it argues, in TRBs from Romania??, TIL, the petitioner, filed surrogate information
from its Brazilian subsidiary, but the Department refused to accept the TIL Brazil data on the
grounds that it might raise questions asto the propriety of the information submitted. 1n addition,
Peer notes that in a subseguent ball bearings investigation from Romania and Hungary,? the
Department decided not to send surrogate company questionnaires to producers that were
related to the petitioner. Peer adds that more recent cases demondtrate that the Department
continues to look carefully at the propriety of basing surrogate vaues on data potentialy
controlled by a party to the proceeding. For example, Peer cites arecent Chinese case involving
1999-2000 Crawfish?® where the Department stated the importance of selecting the best
available information (in accordance with section 773(c)(1) of the Act, which involves weighing
al of therdevant characterigtics of the data.. . .). Peer points out that in that same decision, the
Department rgjected using a study conducted of the Spanish crawfish industry as a basis for
vauing afactor of production because it could not reasonably conclude the study was not
potentidly distorted by the influence and/or specid interests of any private sector parties.

19 Which requires the Department to calculate normal value on a constructed export price (CEP) basis
when thefirst sale to an unaffiliated person occurs after importation.

20 statement of Administrative Action (SAA) at 870 and section 776(c) of the Act.

21 Final Determination of Tapered Roller Bearings and Parts Thereof, Finished or Unfinished from the
Socialist Republic of Romania, 52 FR 17433, 17436 (May 8, 1987) (TRBs from Romania).

2 See Final Determination of Sales at L essthan Fair Value; Tapered Roller Bearings and Parts Thereof,

Finished or Unfinished, from the Hungarian People' s Republic, 52 FR 17428, 17430 (May 8, 1987) (TRBsfrom
Hungary).

23 Freshwater Crawfish Tail Meat from the People's Republic of China: Notice of Final Results of
Antidumping Duty Administrative Review, and Final Partial Rescission of Antidumping Duty Administrative
Review, 67 FR 19546 (April 22, 2002) (1999-2000 Crawfish), and the accompanying Decision Memorandum.
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With respect to the issue of manipulation, Peer maintains that the Department has never required
the showing of actual manipulation of data; the mere possibility of manipulation is enough to cast
doubt on the propriety of information. In thisinvestigation petitioner advocates a finding based
upon financia data completely controlled by petitioner. Thisin itsef is enough to deem the data
unreliable, Peer argues.

Moreover, Peer alegesthat it would be absurd to believe that the petitioner in this case could not
have manipulated the financia data submitted to their benefit, because the GAAP in Indiaand
elsawhere dlow companies a consderable degree of latitude in a number of areas. For example,
Peer bdlieves that a company has the ahility, within the bounds of its GAAP, to make decisions
that will determine the amount of revenues, expenses, and the resulting profits, which will, in turn,
have an impact on the financid ratios?* In this regard, Peer asserts that petitioner had the ability
to manipulate the financid data put on the record and has shown the propensity to do so. Inthe
current proceeding, Peer contendsthat dl of the four annua reports supplied by petitioner, three
of which were used in the Preliminary Determination, come from affiliated companies with much
to gainif high margins are found in the investigation. As such, Peer submits that the annua
reports from SKF, FAG, and TIL should be rgjected as possible sources of surrogate vaues.

With respect to NRB, however, Peer argues that NRB is uniquely not viable as a producer of the
subject merchandise and thus, its financid statements are not suitable for valuing overhead,
SG&A, or profit in thisinvestigation (see Comment 1.J below).

Finally, Peer requests that, to the extent that related party datais used, TIL’s data should be
used as wdll.

Petitioner counters that Peer’ s argument iswrong on severa grounds. Petitioner submits that, for
purposes of the find determination, the Department should use the methodology it used in the
Priminary Determination to generate ratios for FOH, SG& A, and profit usng financid data
from NRB and SKF.

Regarding Peer’ s dlegations of petitioner’s manipulation of the data, petitioner counters that they
are entirdy without merit.

In support of its argument against Peer’ s assertion, petitioner first points out that the cases and
determinations cited by Peer in its case brief, where the Department has declined to use a
petitioner’ s own data to calculate antidumping margins, have facts thet are easily distinguished
from the present Stuation. For example, petitioner notes that in Union Camp, the CIT approved

24 Peer notesthat acompany’s decisions regarding inventory flows, capitalization or expensing of certain
expenses, depreciation, provisions for bad debt, and classifications of certain expenses are afew examples of
decisions that will have an impact on the financial ratios that can be calculated for that company.
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the Department’ s actions for declining to use a petitioning company’s own internd, unverified
crude octanol-2 costs as the surrogate va ue for octanol-2 on the grounds that the Department
favors usng publicly available information to vaue factors of production. Petitioner argues that
this scenario is maeridly different from the factua Stuation in thisinvestigation, where the
Department has used publicly available and professondly audited financia datato vaue FOH,
SG&A, and profit.

Furthermore, petitioner counters that in TRBs from Romania and TRBs from Hungary, in which
the Department decided not to send surrogate company questionnaires to producers that were
related to the petitioner, the Department aso faced a very different scenario. Specificaly,
petitioner dlegesthat in the TRB investigations, the Department determined thet the related
companies information was not verifiable, and there would have been no way to address its
concern that the petitioner could potentialy have influenced the way in which the rdated
companies responded to the questionnaires. In contrast, petitioner argues, audited financia
reports are by their very nature more reliable than questionnaire responses because the annual
reports have been audited by professond, independent auditors. Petitioner contendsthat it is
inconceivable that ABMA or individud Indian companies could (or did) influence or manipulate
the data reported in the Indian annud financid reports. Therefore, petitioner contends that
Peer’s argument is wholly without merit.

In addition, petitioner asserts that neither individual ABMA member companies nor FAG, NRB,
and SKF are the petitioner in thisinvestigation. According to petitioner, when an association and
not an individua company is the petitioner, the relationship between the individual member
companies and potential surrogate companies is more attenuated and thus, less important, than
when an individuad company isthe petitioner. Consequently, the rdationship between the
individua ABMA member companies and the potentia Indian surrogate companies should be
irrdlevant for purposes of whether the Department should use the Indian companies publicly
avalablefinancid data

Further, petitioner argues that athough Peer made numerous alegations about the ability and
propengity of petitioner’s member companies to manipulate annua financid data, Peer has
provided no evidence of any actua manipulation. Moreover, petitioner adds, Peer has not
demongtrated any accounting irregularities or improper adjusmentsin any of the rdlevant annua
reports. According to petitioner, the Department should not exclude data from annual financia
reports unless there are well-documented and well-reasoned grounds for doing so. Findly,
petitioner dlegesthat if the Department were to exclude the financid data of al companies
affiliated with petitioner’s member companies, the Department would be left without any usesble
financid data because the other financid data on the record is fundamentdly flawed and must be
excluded from the FOH, SG&A, and profit caculations.
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With respect to Peer’s proposd regarding certain “methodologica issues” petitioner clams that
Peer’ s proposal contains inconsistent reasoning, and is, therefore, ingppropriate. (See Comment
21, below.) Specificaly, petitioner counters that Peer has proposed severa reasons why the
financia data of specific companies should be excluded, but has failed to articulate why the
financid data of other amilarly-stuated companies should not dso be excluded. Thus, petitioner
urges the Department not to base its decisons regarding financid data on such inconsstent
reasoning.

Finaly, regarding NRB and ABC, petitioner maintains that Peer’ s reasoning is both incond stent
and illogica for arguing that NRB should be excluded and ABC should beincluded. Petitioner
urges the Department to continue to use NRB’ s financid data because, dthough NRB
meanufactured needle roller bearings during the PO, it dso produced a substantid quantity of ball
bearings. Itsfinancid datais therefore representative of an Indian bal bearing producer. In
contragt, petitioner requests that the Department exclude ABC' s financia data because ABC did
not manufacture any bal bearings during the POl (see Comment 1.C above).

Department’ s Position:

We have determined that FAG is reasonably non-comparable to the three mandatory
respondents, and, therefore, should be excluded from the surrogate list (see Comment 1.F
above).

With respect to SKF and NRB, we disagree with respondent that the financial data of SKF and
NRB should be excluded from the caculations of financid ratios on the grounds thet they are
affiliated with petitioner. In the past, the Department has not ruled out using financid statements
from surrogate producers thet are affiliated with petitioners. For example, in Tapered Roller
Bearings and Parts Thereof, Finished and Unfinished, From the Peopl€' s Republic of China;
Final Results of 1999-2000 Adminidrative Review, Partial Rescisson of Review, and Notice
Not to Revoke Order in Part, 66 FR 57420 (November 15, 2001) and the accompanying
Decison Memorandum (TRBs XI11), the Department used annua reports from SKF, FAG,
SNL, TIL, and NRB, and in TRBs X1V, the Department used annud reports from SKF, ABC,
SNL, TIL, and NRB. We noted that some of the same surrogate producers (SKF, FAG, and
NRB) were included in the TRBs surrogate producers list even though they are affiliated with
petitioner.

Peer’ s concern that affiliated companies financid datais unrdiable because of the possibility that
the petitioner isin apogtion to control these Indian companiesis unfounded. We are relying on
audited, publicly available financid statements. Thereis no evidence on the record of accounting
irregularities or improper adjustmentsin any of the relevant annud reports.
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With respect to the cases cited by Peer inits case brief, where the Department has declined to
use a petitioner’s own data to cdculate dumping margins, the factua Situation in those casesis
different from the instant case. For example, in Union Camp, the Department declined to use a
petitioning company’s own internd, unverified cogt as the surrogate vaue for an input (octanol-2)
because such information is not publicly avalable. However, in the present case the Department
has used publicly available and professondly audited financid datato vaue FOH, SG&A, and
profit.

The Department aso faced a very different Stuation in TRBs from Romania and TRBs from
Hungary. In those cases, the Department determined that the related companies’ information
was not verifiable as the petitioner could have influenced its related companies’ questionnaire
responses. However, in the ingant case, the question at issue isthe reiability of audited financia
satements from certain affiliated Indian surrogate producers. In this regard, we agree with
petitioner that financia reports are by their very nature more reliable than questionnaire responses
because the annud reports have been audited by professional, independent auditors. Since there
is no evidence that the ABMA or any individud Indian company has manipulated the data
reported in the Indian annua financia reports, we have continued to include SKF and NRB as
surrogate producers for purposes of caculaing financid ratios in the fina determination.
However, for reasons stated above in Comment 1.C, we continued to exclude TIL’sfinancia
datain thefina determination.

With respect to Peer’ s and petitioner’ s argument about the choice of proper surrogate producers
in the final determination, refer to Comment 1.J below.

l: Whether the Department Should Exclude the Financial Data of M ultinational
Corporations. SKF, FAG,and TIL

Peer submits that the financia data of SKF, FAG, and TIL should be excluded for the find
determination. In addition to the affiliation argument raised in Comment 1.H above, Peer dams
that SKF, FAG, and TIL are dl apart of huge multinationds, and some of whose subsidiaries
focus on automohile bearings and other high-end markets®, and, therefore, they are much larger
and more sophisticated than Chinese bearing companies. Accordingly, they are unsuitable as

%5 Accordi ng to SKF s 2001 Annual Report at page 10, SKF islaunching advanced products, such as
“intelligent” bearings, i.e., sensorized bearingsfor usein vehicles anti-lock brake systems.
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surrogate companies.?® For purposes of the find determination, Peer requests that the
Department use the financia statements of ABC, HMT, and AEC to cdculate financid ratios.

Petitioner agrees with Peer that TIL should be excluded because TIL stopped producing the
subject merchandise during the POI. However, as discussed above, petitioner and Torrington
request that the Department exclude the financid data of ABC, HMT, but use SKF and NRB.

Department’ s Position:

We agree with Peer, petitioner, and Torrington that TIL should be excluded, based on the reason
stated above in Comment 1.C (i.e., TIL did not produce merchandise under investigation during
the POI and we have financid data of producersthat did). We have aso determined that FAG
IS reasonably non-comparable to the three Chinese respondents, and, therefore, should be
excluded from the surrogeate list (see Comment 1.F above).

However, we disagree with Peer that SKF should be excluded on the grounds thet it is part of
multinationa corporation and may have a different focus than the Chinese companies. The fact
that SKF isapart of large multinationa corporation which produces a broad range of products,
including automobile bearings, does not make it non-comparable to the Chinese respondent
producers. The Department has frequently used subsidiaries of multinational corporations as
surrogate producers when they produce the merchandise under investigation. Following the
Department’ s precedent in TRBs X1V, we find that a company that is a producer of merchandise
under investigation can be used as a surrogate company whether or not it is affiliated with foreign
firms. Inthe present investigation, SKF is a significant producer of bal bearings, the merchandise
under investigation, and, therefore, it can be used as a surrogate producer. For purposes of the
find determination, we have included SKF as a surrogate source for vauing financid ratios.

With respect to Peer’ s and petitioner’ s argument about the choice of proper surrogate producers
in the fina determination, refer to Comment 1.J below.

J. Which Indian Surrogate Producers Should Be Included as Surrogate Sour ce for
Valuing Financial Ratios

Petitioner assarts that after excluding dl potentid surrogate companies that have fundamentaly
flawed data, the Department is left with two companies, NRB and SKF, whose data are reliable
and may appropriately be included in the find financid ratio caculaions. Accordingly, petitioner

26 Accordi ng to Peer, multinational companies can also manipulate data through the use of transfer prices.
“[W]e recognize respondent’ s concerns regarding the potential overstatement of overhead due to transfer prices.”
Tapered Roller Bearing and Parts Thereof: Finished and Unfinished from Romania; Results of Antidumping Duty
Administrative Review; 56 FR 1169, 1172 (January 11, 1991).
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urges the Department to caculate FOH and SG& A using data from NRB’ s 2001-2002 Annud
Report and SKF s 2001 Annud Report. In an dternative argument, Torrington maintains that
the Department should only use SKF s financid datafor FOH and SG& A cdculations (see
Comment 1.F above).

With respect to profit ratio, both petitioner and Torrington urge the Department to rely only on
NRB'’s 2001-2002 Annual Report because SKF s suffered alossin 2001 (see Comment 1.A
above).

Respondents firgt point out that petitioner and Torrington diverge on the “best” companies from
which they believe the Department should derive surrogate values. Torrington prefers SKF and
petitioner prefers SKF and NRB.

In various arguments as stated above, respondents dispute with petitioner and Torrington on their
choice of Indian surrogate producers. Specificdly, respondents reject the use of financid data
from SKF or NRB on the following grounds. First, both NRB and SKF are affiliated with
petitioner (see Comment 1.H above). Second, NRB is the company most dissmilar to the
Chinese respondents because it is primarily a producer of needle rollers (non-subject
merchandise) and not bearings. Furthermore, NRB’sfinancia statements, which include a*“sick
company,” are consolidated and the Department has previoudy rejected the use of consolidated
financids?” Findly, NRB’s consolidated financids reveal even less knowledge about NRB's
bearing production than any other possible surrogate. Moreover, SKF and NRB are
multinational companies which are controlled by large multinationds and thus operaein a
completely different way than Chinese companies, therefore, they are not proper surrogates.
And, findly, SKF and NRB are huge monoliths. In contrast, Peer and the other respondents are
small enterprises which are smilar in sizeto AEC, ABC, and HMT. Based on the above, Peer
argues that the Department should reject petitioner’ s arguments and use the annua reports of
ABC, HMT, and AEC to vdue financid ratios.

Department’ s Position:

We agree with petitioner, Torrington, and respondents, in part. In the fina determination, we
have calculated FOH and SG& A ratios based on the financid data of the following three Indian

2 See Peer Case Brief at 43. NRB’s Annual Report also includes a*“ consolidated” financial statement

which contains data from Essar Marketing Services Ltd. and SNL BearingsLtd. Itisunclear what SNL Bearings Ltd.
produces and what Essar Marketing Services Ltd. sells. The NRB Annual Report specifically statesthat SNL has
been designated a*“sick company.” The Department has consistently ruled that annual reports from “sick”
companies are not proper sources for surrogate values. See e.q., Tapered Roller Bearings and Parts Thereof,
Finished and Unfinished, From the Peopl€e's Republic of China; Final Results of 1997-1998 Antidumping Duty

Administrative Review and Final Results of New Shipper Review, 64 FR 61837, 61383 (November 15, 1999) (TRBs X1).
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surrogate producers. HMT, SKF, and NRB. For profit caculations, however, we relied only
on the financid datafrom HMT and NRB. We excluded ABC's and SKF sfinancia data
because they had aloss (see Comment 1.A above).

As noted above, for purposes of thisfina determination, petitioner proposes to use two Indian
surrogate producers, SKF and NRB, for valuing FOH and SG& A, but only one surrogate,
NRB, for vauing profit. Torrington proposes the same surrogate for vauing profit, but only one
surrogate, SKF, for valuing FOH and SG&A. Respondents, on the other hand, propose two
scenarios. in scenario 1 (ther preferred choice), usng ABC, HMT, and AEC as surrogate
producers, in scenario 2, using ABC, HMT, AEC, SKF, FAG, and TIL as surrogate
producers.

During the course of thisinvestigation, petitioner and respondents have placed on the records
financid statements of the following eight Indian producers. ABL, TIL, AEC, ABC, HMT,

FAG, SKF, and NRB. Based on reasons discussed above in Comments 1.A through Comment
1.1, we determined that the following five Indian producers should not be included as surrogate
producers. AEC, ABL, TIL, ABC, and FAG. Specificdly, we determinethat: 1) AEC and
ABL should be excluded because their financia data are not contemporaneous; 2) TIL should be
excluded because it did not produce the merchandise under investigation during the POI; and 3)
ABC and FAG should be excluded because they are not comparable to the three Chinese
respondents due to their low level of integration.

After excluding five Indian producers, we are |eft with three surrogate producersin Indiawhich
are comparable to the three Chinese respondents and whose financia data can reasonably serve
asthe bassfor vauing financid ratios. Accordingly, for purposes of the find determination, we
have relied on the financid data of the remaining surrogate producers, HMT, SKF, and NRB, for
cdculating financid ratios.

Comment 2. Respondent Selection

Ningbo TSB Bearing Co., Ltd., TSB Group USA, Inc. and TSB Bearing Group America, Co.
(collectively, TSB Group) aswell as Genera Bearing Co. Ltd., Jangsu Generd Bdl & Roller
Co., Ltd., and Shanghai Pudong Generd Bearing Co., Ltd. (collectively, Generd Bearing
Respondents) challenge the Department’ s decision in the Preiminary Determinaion and
Amended Priminary Determination to only investigate three mandatory respondents and not to
accept the TSB Group or the Generd Bearing Respondents as voluntary respondentsin this
Investigation.

The TSB Group asserts that the Department violated the statutory requirement, under section
777A(b) of the Act (19 U.S.C. § 1677f-1(b)), to consult with exporters and producers prior to
deciding to investigate only avery smdl sample of mandatory respondents and no voluntary
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respondents, and to select the particular mandatory respondents on the basis of the vaue of thelr
U.S. sdles. The TSB Group aso asserts that this case involves hundreds of producers and
exporters and the Department’ s selection of three respondents was unrepresentative of the
industry and thus erroneous.

The Genera Bearing Respondents argue that the Department violated Congress s intent, as
reflected in the statute and Statement of Adminigtrative Action (SAA), that voluntary respondents
be investigated. Additionaly, the General Bearing Respondents claim that in a case involving
hundreds of producers and exporters, the Department’ s selection of three respondents was
insufficient to insure arepresentative “dl others’ rate. Thus, the Generd Bearing Respondents
argue that the Department violated the reasonableness requirement of the statute and minimum
due process requirements. The Generd Bearing Respondents also assert that the Department’s
mandatory respondent selection methodology was inconsstent with the statute and thus aso
€rroneous.

Department’ s Position:

Section 777A(c)(1) of the Act directs the Department to calculate individual dumping margins for
each known exporter and producer of the subject merchandise. However, section 777A(c)(2)
of the Act gives the Department discretion, when faced with alarge number of
exporterg/producers, to limit its examination to a reasonable number of such companiesif it is not
practicable to examine al companies.

The data on the record indicate that alarge number of producers/exporters from the PRC
exported subject merchandise to the United States during the period of investigation, July 1,
2001, through December 31, 2001. After careful consderation of our resources, we found that
it was not practicable in this investigation to examine dl of the producers/exporters of the subject
merchandise who expressed an interest in participating in this investigation. Therefore, the
Department considered it practicable to conduct an investigation of the three largest producers
(mandatory respondents) of certain ball bearings from the PRC, and to review the Section A
response from an additional 45 exporters. See Memorandum to Melissa Skinner, Director,
Office 6, from James Terpstra, Program Manager, dated May 6, 2002 (Respondent Selection
Memo), which is publicly available in the centrd records unit (CRU), room B-099 of the main
Commerce building.

In our Respondent Selection Memo, we stated that when it is not practicable to examine all
known producers/exporters of subject merchandise, section 777A(c)(2) of the Act permits us to
investigate either 1) a sample of exporters, producers, or types of products that is statistically
valid based on the information available at the time of selection, or 2) exporters and producers
accounting for the largest volume of the subject merchandise that can reasonably be examined.
Seeds0 19 CF.R. 351.204 (¢)(2). We chose the second method, explaining that the
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respondents we selected were respongble for approximately 51 percent of al PRC exports of
subject merchandise to the United States based on the mini-A questionnaire responses.
Therefore, we disagree with the TSB Group and Generd Bearing Respondents that our sdlection
of three respondents was not representative.

Comment 3:  GAM Mast Guide Bearingsand Chain Wheels
Petitioner argues that Guangdong Agricultura Machinery Import & Export Corp.’s (GAM)

request to exclude mast guide bearings and chain whedls from the scope of this investigation was
filed untimely because it was made after the Department’ s Prdiminary Determination

Petitioner further argues that GAM contorts the fact that some domestic producers of these
products are multinationd companiesin order to draw the concluson that there is virtudly no
domestic industry producing the products. Petitioner claims that GAM then purportsto provide
“evidence’ that thereis no domestic production by any ABMA member. However, petitioner
argues that at least three ABMA members produce mast guide bearings at their U.S. facilities for
sdein the United States, and NTN Bearing Corporation of America also produces chain whedl
bearings a its U.S. facilities.

Petitioner contends that GAM’ s request to creste a separate class or kind of subject
merchandiseis unfounded. Petitioner statesthat GAM further alleges “facts’ that purportedly
establish that mast guide bearings and chain whedls satisfy the Diversified Products test because
they comprise a separate market from other bal bearings, are exclusvely dedicated to use in fork
lifts, and are advertised and displayed for sde through digtinct channels of trade is without merit.
Firg, the diversfied products test only becomes relevant when the scope of an investigation is
unclear; however, thisis not the case in the ingtant investigation. According to petitioner, the
Department previoudly concluded that mast guide bearings and chain wheds were included in the
sngle dlass or kind of merchandise condtituted by bal bearings, rgecting arguments very smilar
to those that GAM puts forward. Thus, petitioner contends that the Department should reject
GAM'’ s dternative argument and continue to include mast guide bearings and chain whedsin the
sngle class or kind of merchandise that congtitutes ball bearings. See Antifriction Bearings
(Other Than Tapered Roller Bearings) and Parts Thereof from the Federd Republic of Germany:
Find Results of Antidumping Duty Adminigtrative Review, 56 FR 31692 at 31696-98 (July 11,
1991).

Department’ s Position:

We agree with petitioner that the request to exclude mast guide bearings and chain whedls from
the scope of thisinvestigation wasfiled late in the investigatory process. The request wasfiled
with the Department on November 15, 2002, which was 30 days after the publication of the
Preiminary Determination In the Prdliminary Determination, the Department addressed scope
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inquiries received from Caterpillar Inc., Nippon Pillow Block Sales Company Limited, Nippon
Fillow Block Manufacturing Company Limited and FY'H Bearing Units USA, Inc. (collectively,
NPBS), and Wanxiang. Due to time congtraintsin conducting thisinvestigation, the Department
was unable to address the additiona scope requests within the context of thisinvestigation. Asa
result, we have not addressed the scope requests or additiona arguments raised by the petitioner
in our fina determination. However, should an order be issued in the ingant investigation, parties
can resubmit scope requests in accordance with section 351.225 of the Department’ s regulations
and the Department will examine such requestsin that context.

Comment 4. Corporate Name Change Filing

Zhgjiang Rolling Bearing Co., Ltd. (ZRB) dates that the Department granted it an “dl-others’
rate by virtue of its submisson of Section A response to the Department’ s antidumping duty
questionnaire and its establishment of its digibility for a separate rate. ZRB arguesthat this
determination should be affirmed in the Department’ s find determination. However, based on
ZRB'’s October 31, 2002, factual submission, ZRB argues that the Department should recognize
its corporate names Zhgjiang Tianma Bearing Co., Ltd., and ZRB. ZRB dso Satesthat this
corporate name change was provisonally approved by the Zhgjiang Industria and Commercid
Adminigtration Bureau on September 16, 2002, and that under Chinese law, it is ableto maintain
itsorigind name for a one-year period after the final approva of its corporate name change,
which was till pending as of January 13, 2003. Findly, ZRB clamsthat, except for the name
change, the company remains the same corporate entity in al other respects. Thus, ZRB seeks
to have the Department identify both corporate names for purposes of the Department’sfinal
determination, any antidumping duty order that may be issued, and any subsequent proceeding
as. “Zhgjiang Rolling Bearing Co., Ltd. ak/a?® Zhgiang Tianma Bearing Co., Ltd.”

Department’ s Position:

We disagree with ZRB that the Department should recognize this name change for purposes of
the final determination or any antidumping duty order that may beissued. As dtated by ZRB, its
name change has only been provisondly approved under Chineselaw. After the find gpprovd
process has been completed, and if an antidumping duty order isissued in thisinvestigation, ZRB
may rase thisissue with the Department.

Comment 5: PRC-Wide Rate

Petitioner argues that the Department should revise the methodology to caculate the PRC-wide
rate in order to incorporate associated processing costs. Specifically, petitioner states that the

28 Also known as (“alk/a’).

-29-



Department’ s decision to use an unfinished stedl surrogate vaue in the PRC-wide rate
caculation, rather than using the petitioner’ s finished components surrogate vaue (e.g., bals,
rings, cages), was erroneous. Petitioner clams that the Department’ s methodology is flawed in
three respects. Fird, petitioner Sates that, contrary to the Department’ s assertions, the record
demongtrates that Chinese ball bearing producers do purchase finished components from
unaffiliated suppliers. Moreover, because many of the companies subject to the PRC-wide rate
failed to respond to the Department’ s requests, there is no record evidence that sheds light on
their operations. Second, in its petition, the petitioner did not report prefabrication weights for
unfinished sted used in parts. Alternatively, the petitioner reported the prefabrication weight for
finished components that required only minima processing, thereby making the weights used by
the Department too low. Third, for those Chinese producers that do manufacture their own
parts, the Department’ s methodology does not take into account the processing costs required to
produce the finished components. In short, the Department’ s methodology used in the
Preliminary Determination mixes “ gpples and oranges.”

In the dternative, petitioner argues that if the Department remains committed to the methodology
it used in the Prdiminary Determination, then the methodology must be revised to account for
processing codts that the Department inadvertently omitted.

Respondents did not comment on thisissue.

Department’ s Position:

We disagree with petitioner. For the Preiminary Determination the Department revised the
PRC-wide rate caculation to reflect its decision to use the respondents’ reporting of per-unit
FOPs on an input specific basis. Effectively, we aigned the margin caculation methodology used
for the PRC-wide rate with the margin caculation methodology used for the mandatory
respondents. Given the data limitations in this case, as discussed e sewhere in this memorandum,
we find that the methodology used was appropriate.

Additiondly, because we are deriving the surrogate financid ratios (i.e., SG& A, overhead, and
profit) from the financiad statements of integrated Indian ball bearing producers, it is reasonable to
conclude that these ratios take into account the processing costs required to produce the finished
components for subject merchandise (see Comment 1.F above for further discussion). Thus, the
Department has continued to use the PRC-wide rate cd culation methodology it employed for the
Priminary Determination

Comment 6. Valuation of Purchased Components

Both petitioner and Torrington submit that the Department should use surrogate values for
finished components purchased from unaffiliated suppliers. Citing section 773(c)(1) of the Act
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(19 U.S.C. 8§ 1677b(c)(1)) and Rhone Poulenc, Inc. v. United States, 899 F.2d 1185, 1191
(Fed. Cir. 1990), petitioner argues that the antidumping statue requires the Department to
calculate “current margins as accurately as possible”  Citing Foundry Coke? and ARG
Windshidds, petitioner aleges that, when an NME foreign respondent purchases finished
components from unaffiliated home market suppliers, the Department consistently uses surrogate
vauesfor the finished components rather than surrogate values for the individua inputs used to
produce the components.

Torrington maintainsthat in Hot-Rolled Flat Products from China,* the Department rejected the
respondents’ argument where salf-produced inputs were an issue and the respondents merely
wished for the Department to analyze their own raw-materiasin determining the value of subject
merchandise. Inthat case, Torrington adds, the Department recognized that valuing materias
would effectively result in the agency investigating products not subject to the proceeding at hand.

In addition, Torrington points out that “the degree of verticd integration” isaso acritica factor in
the bearings industry because some producers are more integrated than others. Furthermore,
Torrington dleges that a highly integrated producer relies very little on suppliers of components.
Therefore, Torrington submits that the Department should make case-by-case digtinctions and
account for demonstrable materia differences. Broadly anayzing upstream factors undermines
particularity, Torrington argues. Findly, Torrington maintains that if the Department dlows a
given producer to submit upstream factors information furnished by unaffiliated component-
suppliers who are not directly involved in the case and have never shown absence of
governmenta control, the required showings of absence of both de facto and de jure
government control are serioudy diluted.

In an dternative argument (see Comment 1.F above), Torrington alleges that the Department’s
gpplication of the SG& A and profit ratios to the upstream factors of production data introduces
digortion in the margin caculation. Specificaly, Torrington asserts that the suppliers and
subcontractors overhead, SG& A, and profit are included in the denominator as purchased
materid costs for the purposes of calculations of the surrogate overhead, SG& A, and profit
ratios. It suggeststhat by applying these surrogate ratios to the factors of production data, the
Department distorted the margin in the preliminary determination. Therefore, Torrington
proposes that the Department apply the financid ratios of a fully-integrated bearing producer to
the factor values of the purchased or subcontracted inputs and add the amount to the normal
value caculaion.

29 Foundry Coke Products from the People's Republic of China: Final Determination of Salesat Less Than
Fair Value, 66 FR 39487 (July 21, 2000) (Foundry Coke) and the accompanying Decision Memorandum at Comment 3.

30" Certain Hot-Rolled Carbon Steel Flat Products from China (Hot-Rolled from China), 66 FR 49632
(September 28, 2001).
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Concurring with Torrington, petitioner argues that the methodology used by the Department in
the Prdiminary Determination will result in substantialy understated margins. Furthermore, it
clamsthat the failure to vaue purchased components at their surrogate country vaues aso
causes the Department’ s cal culation of the PRC-wide rate to be serioudy understated.
Moreover, petitioner contends that this methodology conflicts with record evidence on Chinese
manufacturing practices, where each of the mandatory respondents purchases severa parts as
finished components. According to petitioner, the Department treating purchased finished
components as “raw materials’ and using surrogate vaues for inputs for such purchased
components implies that the standard practice for Chinese producers is to manufacture directly al
parts from the raw materias themselves, but the record does not support this assumption.

Petitioner assarts that this error in methodology can be corrected using information readily
available on the record, and, in dmogt dl ingtances, by multiplying the gppropriate net weight by
the surrogate vaue for the finished components. Further, petitioner maintains that any concerns
that the Department may have that relying on surrogate vaues for purchased components will
lead to double-counting are misplaced because the Department has sufficient information on the
record to make any necessary adjustments. For example, the Department could generate ratios
based on the vaues for labor and electricity reported by the respondents for the finished
components and use those ratios to net out that portion of the respondents’ tota labor and
electricity usage represented by the finished components. For those parts where the respondents
did not report labor and dectricity usage, petitioner suggests that the Department could generate
ratios using the facts available for parts for which such data were reported.

Petitioner submits that the Department should adopt the methodology proposed by Torrington
for this adjustment in its FOP vaues submisson. Specificaly, for Peer, which reportedly
purchased bals, anti-rotation pins, eccentric locking collars, snap rings, dingers, retainers, and
housings, petitioner urges the Department to use $15.41/kg for bals, $11.1483/kg for locking
collars, eccentric collars, snap rings, dingers, cages, and anti-rotation pins, and $9.2159/kg for
housings. For Cixing, which reported purchased finished bals, nylon cages and sedls, petitioner
requests the Department use a different value for balls, use the relevant market economy price
paid by Cixing for nylon cages, and use $6.639/kg for sedls. For Wanxiang, petitioner dso
maintains that the Department should use proper surrogate values for purchased finished
components Finaly, petitioner adds, to avoid any double-counting, the Department should use
the amounts of aggregate labor and eectricity that each respondent reported for each bearing
model to net out the amount of labor and eectricity used to produce the purchased finished
components.
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Findly, ating Allegheny Ludium, petitioner maintains that because the Department has no rationa
basis for failing to follow its past practice, its departure from that practiceis arbitrary.* In order
to ensure that the most accurate margins are caculated for the final determination, petitioner
continues, the Department should correct its Preliminary Determination and use surrogate values
for purchased finished components as the best available information rather than surrogate values
for the inputs used to produce such components.

Respondents argue that for purposes of the final determination, the Department should reject
petitioner’s and Torrington’s pogition. Respondents maintain that petitioner’s and Torrington's
argument that the Department should value bals and cages purchased from unaffiliated suppliers
differently from the way they vaue bals and cages from &ffiliated suppliersis without precedent
and is contrary to good policy. Further, respondents add, prior Department practice is the
oppodite of that claimed by petitioner and Torrington in their case briefs. According to
respondents, the Department in those cases required the submission of subject merchandise
FOPs from unaffiliated suppliers, and none of the cases cited by petitioner and Torrington in
support of their position stand for the proposition that the subject merchandise, a part, or a
component, should be valued differently depending on the affiliated status of the suppliers.®

According to respondents, petitioner’s and Torrington’s lack of case support is not surprisng as
the Department’ s practice, epecidly in bearing cases, is the exact opposite of what petitioner
and Torrington dlege. Specificaly, respondents maintain that in NME bearing cases the
Department has away's requested that respondents report the FOPs of the subject merchandise,
and not its mere weight, regardless of whether the supplier is affiliated or unaffiliated to the
respondent. Citing TRBs XI11, respondents respond that the Department specificaly recognized
that supplying FOPs from unaffiliated suppliersis appropriate. In that case, respondents note,
Timken argued that the Department should use adverse facts available againgt China Nationa
Machinery Import & Export Corporation (CMC) because petitioner aleged that CMC had not
adequately demonstrated how the FOPs were compiled for CMC' s unaffiliated suppliers. The
Department rgjected Timken's argument. Respondents quote the Department’ s decision as
follows

31 see e.g., Allegheny Ludium Corp. v. United States (Allegheny Ludlum), 112 F.Supp.2d 1141, 1147 (CIT
2000) (“[The Department] must either conform itself to its prior decisions or explain the reasons for its departure.”).

32 That thisistrueis evident from petitioner’ s parenthetical descriptions of each of those cases. The one
exception to thisis Torrington’ s citation to Comment 2 of the Decision Memorandum in Hot-Rolled from China.
However, the issue being addressed in Comment 2 of that decision was not whether to value FOPs differently based
on the affiliated nature of a supplier. Instead, the issue was one of how to treat self-produced FOPs, specifically
energy and gas. The Department in that case declined to value the inputs that the respondents used to produceits
energy and gas factors. Thus, the case had nothing to do with valuing FOPs themselves differently depending on
the affiliated status of the supplier of the FOP.
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Inthisingance, asit hasin past reviews of this case, CMC provided the Department
with complete FOP information from its unaffiliated suppliers. CMC hasindicated in its
response that the reporting methodology used by CMC and it unaffiliated manufacturers
isamilar.

CMC has dso provided complete factors data for each of its suppliers. Findly, this
information was generated in the same manner as has information presented in past
reviews by CMC for these same suppliers which has been utilized without contest.
CMC has sufficiently described its suppliers reporting methodology and has provided
complete data with respect to each of the manufacturers. . . . Therefore, we are using
FOP data provided by CMC for its suppliers for these find results.®

Respondents continue that in TRBs X1V, CMC followed the same reporting methodology and
obtained TRB components from other factories, which was accepted without comment.
Furthermore, respondents argue that in the multiple TRB and ball bearing antidumping cases from
Romania, the respondents were always required, whenever possible, to report FOP and not the
weight of components. Indeed, respondents add, the FOP for many Romanian bearing
producers included FOP for bals or rollers purchased from other factories®* Findly, diting the
questionnaire responses in the crawfish tail meat from China antidumping case, *° respondents
maintain that the Department has dways required that the unaffiliated suppliers supply FOPs for
producing crawfish taill mest, and not Smply the weight of the finished product as numerous
respondents purchased the finished merchandise from unaffiliated suppliers and also produced
the subject merchandise themsalves.

Based on the above, respondents submit that when they provided FOP for purchased ball
bearing parts, they were following years of Department policy and practice. According to
respondents, there is no policy reason for the Department to change its current practice. If the
Department were to change its practice and adopt petitioner’ s arguments in this regard, the
Department must dso consder how this change in practice would work with trading companies
that source subject merchandise from both affiliated and unaffiliated suppliers, argue respondents.
For instance, respondents ask whether the Department would require the respondent trading
company to submit FOP from the affiliated suppliers, and smply the weight of the subject

33 see TRBsXIII and the accompanying Decision Memorandum at Comment 12.

4 Seee.q., Antifriction Bearings Other than Tapered Roller Bearings and Parts Thereof from France,
Germany, Italy, Japan, Romania, Sweden and the United Kingdom 64 FR 35580 (Jduly 1, 1999).

% See e.q., the questionnaire responses of Ningbo Nanlian Frozen Foods Company, Ltd. in the 1997-98,

1998-99 and 1999-00 Administrative Reviews of that order (case no. A-570-848). See al so the December 8, 1998,
section A response of Ningbo Nanlian Frozen Foods Company, Ltd. in the 1997-98 Administrative Review.
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merchandise from unaffiliated suppliers. If S0, respondents maintain that this would not advance
the cause of calculating margins as accurately as possible.

With respect to Torrington’s argument that accepting FOP from unaffiliated suppliers leads to
Inaccuracies because those suppliers are not directly involved in the case and have never shown
absence of government control, respondents counter that this specific issue was addressed in
TRBs XII, and the Department rgected this argument in its entirety, stating thet it is not the
Department’ s practice to analyze government control of producers that do not export directly to
the United States. Also, respondents add, thisis consstent with well over 15 years of Romanian
bearing cases where the Department never andyzed the issue of government control of Romanian
factories even though they were supplying FOP to the exporter (i.e., respondent).

Peer further argues, as stated above, that there is ample reason for the Department to dismiss
petitioner’s and Torrington’s arguments as a matter of Departmental precedent and policy.
However, Peer adds, should the Department be hesitant to make a blanket pronouncement in
this regard, the Department should not accept petitioner’s and Torrington’s arguments that the
Department value bals and cages purchased from unaffiliated suppliers differently from the way
they vaue balls and cages from affiliated suppliers, particularly with respect to Peer.

Specificaly, Peer notes that what petitioner and Torrington refer to as* components’ are actualy
subject merchandise. Therefore, in providing FOP for rings, bals, cages, etc., Peer satesthat it
was providing FOP for the subject merchandise, and not just “mere components.” To further
support its argument, Peer cites the Department’ s questionnaire which identifies the various types
of subject merchandise, including cages, shidds, seds, and rolling eements (bals). In addition,
Peer clams that the questionnaire issued to Peer makes no distinction on how to report FOPs
depending on whether the supplier is affiliated or unaffiliated. As such, Peer maintains that
petitioner’ s and Torrington’s arguments making a distinction between “components’ and the
“aubject merchandise’ are without merit in thisinvestigation.

Moreover, Peer counters that the surrogate values proposed to vaue balls and cages are
aberrationa and unreliable which will result in absurd results. 1t would be an abuse of due
process, Peer contends, to use ball and cage weightsin this investigation by applying aberrationa
surrogate va ues to the mere weight of those parts, instead of vauing the FOPs used to
manufacture those parts of ball bearings. Specificaly, Peer points out that during the entire
questionnaire period of thisinvestigation, not once did the Department affirmatively request Peer
to utilize a different FOP methodology depending on whether the supplier was ffiliated or
unaffiliated. Peer, in providing FOPsfor dl, was following years of Department precedent.
Therefore, Peer argues, petitioner’ s distinction between the factors treatment of affiliated versus
uneffiliated suppliersisillogica.
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In addition, Peer refers to the Department’ s questionnaire in this investigation which states, “if
your company did not produce the subject merchandise, we request that this section be
immediately forwarded to the company that produces the subject merchandise and suppliesit to
you or to your customers.” Since balls and cages are subject merchandise, Peer was therefore
required to send FOP questionnaires to its bal and cage suppliers,; it was not until verification that
the Department requested weight information from Peer. Further, Peer submits, if the
Department is going to radicdly dter its policy in thisregard, it must announce such a change and
be very specific about the new methodology, as it would be unfair to change its methodology in
the middle of an investigation.

With respect to Torrington’'s suggestion that NV can be recalculated for Peer by using the
weights of balls and cages with a universal energy deduction based on the energy consumption
for one of the models that Peer sold during the POl and for which XPZ provided FOP, Peer
counters that this smplistic methodology to make adjustments to Peer’ s reported |abor and
electricity for each bearing mode is erroneous. Peer adds, this type of “one-gze-fits-al”
adjusment approach inevitably resultsin distortion because it completely disregards the different
characteristics and cost structures of each bearing modd. According to Peer, each mode hasits
own product characteristics and depending on the bearing' s characterigtics, the ratio of labor and
energy codsto total bearing cost inherently varies sgnificantly. Chalenging petitioner’sand
Torrington’s argument for “accuracy,” Peer asks how applying aratio based on one mode to the
other over 460 models advances the cause of accuracy. It does not, maintains Peer.

Basad on the above, respondents submit that the Department’ s practice has been, and should
continue to be, that FOPs be submitted to calculate NV for the subject merchandise, and not the
weights of the product, because the methodology employed by respondents ensures greater
accuracy.

Department’ s Position:

We agree with petitioner, Torrington, and respondentsin part. To begin, we agree with
petitioner and Torrington that in aNME proceeding it is the Department’ s normal practice to
vaue the purchased components and not the input factors used to produce them if the firm is not
integrated.* See Notice of Prdiminary Determination of Sales a Less Than Fair Value,

36 section 773(c)(1) of the Act providesthat the Department shall determine the NV using afactors-of -

production methodology if: (1) The merchandiseis exported from a non-market economy country; and (2) the
information does not permit the calculation of NV using home-market prices, third-country prices, or constructed
value under section 773(a) of the Act. Our general policy, consistent with section 773(c)(1)(B) of the Act, isto value
the factors of production that a respondent uses to produce the subject merchandise

See also: Thispolicy has been applied to both agricultural and industrial products. See, e.g., Persulfates

From the People's Republic of China: Preliminary Results of Antidumping Duty Administrative Review and Notice of
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Affirmative Preliminary Determination of Critical Circumstances and Postponement of Find
Determination: Certain Frozen Fish Fillets From the Socidist Republic of Vietnam 68 FR 4986,
4993 (January 31, 2003) (Fish Fillets). We dso agree with petitioner and Torrington that the
paramount goa of our caculation isto be as accurate as possible.

If an NME respondent producer is an integrated producer, we normally take into account the
factors utilized in each stage of the production process. For example, in the case of preserved
canned mushrooms produced by afully integrated firm, the Department valued the factors used
to grow the mushrooms, the factors used to further process and preserve the mushrooms, and
any additiond factors used to can and package the mushrooms, including any used to
manufacture the cans (if produced in-house). If, on the other hand, the firm was not integrated,
but smply a processor that bought fresh mushrooms to preserve and can, the Department valued
the purchased mushrooms and not the factors used to grow them.

There are, however, two limited exceptions to this generd rule. Firg, in some casesa
respondent may report factors used to produce an intermediate input that accounts for asmall or
inggnificant share of total output. The Department recognizes that, in those cases, the increased
accuracy in our overdl cadculations that would result from valuing (separately) each of those
factors may be so smdl so asto not justify the burden of doing so. Therefore, in those Situations,
the Department would vaue the intermediate input directly. Second, in certain circumstances, it
is clear that attempting to value the factors used in a production process yielding an intermediate
product would lead to an inaccurate result because a Sgnificant eement of cost would not be
adequately accounted for in the overdl factors buildup. For example, in arecent case, we
addressed whether we should vaue the respondent's factors used in extracting iron ore-an input
to itswirerod factory. The Department determined that, if it were to use those factors, it would
not sufficiently account for the capital costs associated with the iron ore mining operation given
that the surrogate used for vauing production overhead did not have mining operations.
Therefore, because ignoring thisimportant cost dement would distort the cdculation, the
Department declined to value the inputs used in mining iron ore and vaued the iron ore instead.*”
In thisinvestigation, we have determined at this time that the exceptions described above do not

apply.

Partial Recision, 67 FR 50866 (August 6, 2002) (unchanged in final) and Notice of Final Determinations of Sales at
Less Than Fair Value: Brake Drums and Brake Rotors From the People's Republic of China, 62 FR 9160 (February 28,
1997).

87 See Notice of Final Determination of Sales at L ess Than Fair Value: Carbon and Certain Alloy Steel Wire
Rod From Ukraine, 67 FR 55785 (August 30, 2002); Final Determination of Sales at L ess Than Fair Vaue: Certain Hot-
Rolled Carbon Steel Flat Products From the People's Republic of China, 66 FR 49632 (September 28, 2001); Final
Determination of Salesat Less Than Fair Value; Certain Cut-to-L ength Carbon Steel Plate From the People's Republic
of China, 62 FR 61964 (November 20, 1997); and Notice of Final Determination of Salesat L ess Than Fair Value;
Furfuryl Alcohol From the People's Republic of China, 60 FR 22544 (May 8, 1995).
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While the use of component vaues, rather than values for the inputs to produce components, is
our normal practice in most NME cases, the Department has in the past departed from this
practice in certain unique Situation, most notable of which are the previous bal bearings,
antifriction roller bearings, and tapered roller bearings investigations and adminidrative reviews
involving NMEs. We agree respondents that in previous NME bearings cases it has generdly
been the Department’ s practice to rely on the factor build-up information provided by the
suppliers who manufactured the product in question (see, e.g., TRBs Xl1I). No party has
questioned this gpproach in any of these cases.

The practice in bearings cases has been, to some extent, based on the unique nature of bearing
production. Bearings are produced by assembling parts, essentidly inner and outer rings, a
rolling ement, eq., bals or rollers, and cages. Bearing producers typically make many but not
al of these parts; some may produce and purchase the same part type (e.g., rings) or even the
same unique part. In addition, some producers are more integrated than others, i.e., completely
integrated producers would make dl the primary components themsaves. Completely
unintegrated producers would purchase dl the main components and assemble them into finished
bearings. In addition, bearing parts are unique in severd ways, as compared with other inputs
that typicaly must be valued in NME cases.

In this case, asin other bearings cases, the purchased components are highly variegated whereas
the available surrogate vaues generdly are not specific to each type of component (eg., rings or
shields), much less the various characteristics of each type of component (.., Sze or materias).
We faced this Stuaion in its most extreme form in PRC Bikes, where PRC bike producers
purchased frames that varied congderably from a smple children’s bike frame to a molybdenum
mountain bike frame and could vary condderably in vaue. The only surrogate vaue available
wasasngleframepricein India In that case usng the one available surrogate value would have
been sgnificantly distortive. The same concern gppliesin this case, dthough to alesser degree.
In this case bearing parts can vary considerably in vaue, ranging from a comparatively
Inexpengve cage used for alow-end commodity bearing (which might have avaue of 30 cents)
to aninner ring used for an “Electric Motor Qudity” bearing (which might have avaue of $1.50).
There are only two average surrogate values available for al these parts-one for balls and one
for al other components. If we were to use the one average value for al other components to
vaue dl components other then bdls, we would fail to account for this Sgnificant variation in

va ue among these various components. By using the FOPs used to produce these components
we can better account for this variation in vaue. We acknowledge that in cases where the parts
in question are a smd| portion of the value of the subject merchandise, any increased accuracy
that might result from vauing the inputs used to produce such parts would not justify the burden
of doing s0. However, that is not the case here with respect to certain purchased components,
and we have avallable information that dlows us to calculate a more accurate value than smply
gpplying the one broad surrogate vaue that is available to dl the various components. With
respect to bals, even though the record contains an average surrogate value for bals, we have
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some concern that this value too may encompass a broad range of products and vaues. Given
this concern and in light of our use of upstream FOPs for purchased components in previous
bearings cases, we have decided to use the upstream FOPs for purchased bals for purposes of
thisfind determination. We will reexamine thisissue in any future review, if an order isissued in
this case.

With respect to Torrington’s argument that accepting FOP from “unaffiliated” suppliersleadsto
inaccuracies because those suppliers have never shown absence of government control, the
Department rgjected this argument in its entirety in TRBs XI|I, stating, “...it isnot our practice to
anadyze government control of producers that do not export directly to the United States...”®
Thisis dso consgtent with the Romanian bearing cases where the Department has not andyzed
the issue of government control of Romanian factories that were supplying FOP information to
the respondent exporter.*

We dso disagree with Torrington’s proposed recal culation and application of the financid ratios.
The surrogate companies used are substantidly integrated bearings producers. Therefore, these
surrogate financid ratios are appropriate. Moreover, there is no evidence on the record that any
of the potentia surrogates is primarily a“fully-integrated” bearing producer.

Comment 7. Calculating Marginson a Per-Unit Basis

Petitioner argues that the Department unjudtifiedly ignored its past practicein using a
per-kilogram rather than a per-unit margin caculation methodology. Petitioner offers three
judtifications in support of a per-unit methodology. Firdt, bal bearings are typicaly sold by the
piece, not by the kilogram. Second, welght-based margins are more gppropriate when a product
ismade of a homogenous input, and, conversdly ingppropriate in the case of bal bearings, where
the product is made up of many different types of materids that are not homogenousin kind or
composition. Ladtly, severd parties to the investigation, including Peer, have objected to the use
of aweight-based methodology. Consequently, petitioner encourages the Department to revise
its margin caculaions usng a per-unit caculation methodology for the fina determination.

Cixing argues that it is not necessary to revise the Department’s Amended Preliminary
Determination It argues that while the petitioner’ s suggestion that the current conversion did not

38 Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the People’ s Republic of

China; Final Results of 1998-1999 Administrative Review, Partial Rescission of Review, and Notice of Intent to

Revoke Order in Part, 66 FR 1953 (January 10, 2001) and the accompanying Decision Memorandum (TRBs X11) at

Comment 16.

39 see e.g., Antifriction Bearings, Other than Tapered Roller Bearings and Parts Thereof, from France,

Germany, Italy, Japan, Romania, Sweden and the United Kingdom 64 FR 35580 (July 1, 1999).
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Increase accuracy, no party has aleged that the conversion used by the Department continues to
digtort the Department’ s margin cdculation. Cixing argues that a new caculation is more likely to
lead to new errors without increasing accurecy.

Department’ s Position:

We disagree with the petitioner. Firg, the petitioner does not cite any specific case in which we
reverted from a weight-based methodology to a per-unit methodology. Second, the petitioner’s
reliance on Notice of Final Determination of Salesat Less Than Fair Vaue: Certain Preserved
Mushrooms from Chile, 63 FR 56613, 56619 (October 22, 1998) (Mushrooms), which
discusses the Department’ s preference to rely on a weight-based methodology rather than use a
per-unit caculation methodology, is not convincing. The Department’ s position in Mushrooms
was based on the fact that a weight-based methodology was appropriate for a“homogenous’
product; however, there was nothing in that determination to imply that a weight-based
methodology is ingppropriate for subject merchandise in the indtant case. The Department will
consider the specific facts in each instance on case-by-case basis. Findly, dueto the
Department’s NME methodology and the fact that the surrogate values are reported on aweight
bass, itislogica to perform our caculations on aweight basis.

Moreover, the Department will use dternative caculation methodologies if they more accurately
capture the actua costs incurred to produce the merchandise. See, eg., Find Determination of
Sdesat Less Than Fair Vaue: Canned Pinegpple Fruit from Thailand, 60 FR 29553, 29559
(June 5, 1995), citing Find Determination of Sdesat Less Than Far Vdue: New Minivans from
Japan, 57 FR 21937, 21952 (May 26, 1992).

In the ingtant case, the Department’ s antidumping duty questionnaire requested that the
respondents submit their FOP responses based on weight (i.e., input per kilogram). Nothing on
the record suggests that the Department’ s reliance on the per-kg reporting of the FOP for the
respondents raw materid inputsis digtortive.

Findly, regarding the petitioner’ s assertion that respondents have objected to a “weight- based
methodology,” the respondent’ s objection has nothing to do with aweight vs. per-unit
methodology. Rather, the respondent’s argument has to do with how the Department should
average the financid ratios of the multiple surrogate companies from which we cdculate the
surrogate vaue for SG& A, overhead, and profit asthey are used in the Department’s margin
cdculation. Thus, for purposes of the find determination, we have continued to rely on the
respondents weight-based FOP reporting methodology. Therefore, the Department did not
revise this agpect of its margin calculations usng a weight-based ca culation methodology for the
find determination.
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Comment 8. Market Economy Stedl Values—K orea/I ndia®

Peer and Wanxiang argue that the methodology employed by the Department in its Preiminary
Determinationis not in accordance with 19 C.F.R § 351.408. Specificaly, Peer and Wanxiang
dispute the Department’ s use of surrogate vaues ingtead of the actud prices for its market
economy purchase of sted inputs from their respective market economy suppliers because the
Department had reason to believe or suspect that the inputs were subsidized. Pursuant to 19
C.F.R § 351.408, “where afactor is purchased from a market economy supplier and paid for in
amarket economy currency, the Department will normaly use the price paid to the market
economy supplier.” Peer and Wanxiang clam that because a sgnificant quantity of their
imported stedl bar (and plain carbon sted for Wanxiang) were purchased from a non-affiliated
market economy supplier and paid for in amarket economy currency, the Department should use
the actud prices to vaue Peer and Wanxiang's stedl inputs. Peer dso arguesthat in regard to
Koreg, the generdly available export subsidies that the Department has ruled upon have been
found to be de minimis or terminated. In addition, Peer and Wanxiang argue that the
Department verified its imported sted transactions, including the purchase prices, quantities, and
currency, and found no discrepancies. Thus, Peer and Wanxiang have met the sandard set forth
in the Department’ s regulations for use of market economy inputs for purposes of vauing factors
of production.

Peer and Wanxiang dso argue that the Department’ s decision to rgject its market economy
pricesis contrary to the intent of the law for severa reasons. Firdt, the Uruguay Round
Agreements Act of 1995 (URAA) superseded the legidative history relied upon by the
Department. According to Peer and Wanxiang, the URAA changed the definition of subsidy.
The term subsidy used in the legidative history of the 1988 Act thus refersto asmilar, but not the
same, concept as the term subsidy currently used in the statute. Therefore, that portion of the
legidative higtory no longer applies since the term used by Congressin 1988 and the legd
concept applied by the Department today are different. Second, athough there is no record
evidence that the third country steel producer received countervailable subsdies, the Department
refused to use those market economy prices based on a“reason to believe or suspect” that they
may be subsidized without conducting an investigation or gpplying any of the procedurd
safeguards provided for by the WTO Agreement on Subsidies and Countervailing Measures
(SCM Agreement). Thus, the Department’ s action congtitutes a violation of the GATT and the
SCM Agreement. Third, the legidative history rdlied upon by the Department authorizes the
Department to avoid using subsidized prices only “in vauing such factors” However, Peer and
Wanxiang state that market economy prices paid by the NME producers are not considered
factors of production. Therefore, there is no textua support for the Department’ s application of

40 peer waived business proprietary information (BPI) treatment that it purchased market economy steel
from Korea. In addition, Wanxiang waived BPI treatment that it purchased market economy steel from India. See
Public hearing transcripts at 50 and 149, respectively.
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the subsidy test in Stuations involving market economy purchases. Lagtly, Peer and Wanxiang
argues that even if the Department could lawfully disregard army’ s length, market economy
imported stedl prices that may be affected by subsidization, the Department has not cited any
evidence that the prices actudly paid by Peer and Wanxiang are, in fact, affected by subsidies.

Petitioner and Torrington State that the Department previoudy considered Peer and Wanxiang's
sted input prices from aforeign supplier and rgected those pricesin the Prdiminary
Determination because it had reason to believe or suspect those inputs were subsidized. They
a0 sad that Peer and Wanxiang have not filed any submissions regarding market economy
purchased stedl since the Preiminary Determingtion  Accordingly, they urge the Department to
continue to disregard Peer and Wanxiang's clam on market economy sted pricesin the find
determination. However, Peer and Wanxiang rebut petitioner and Torrington’ s suggestion and
restate their argument that they purchased their stedl inputs from a non-affiliated market economy
supplier in Sgnificant quantities and paid for the sted in a market economy currency. Peer and
Wanxiang aso rebut that neither the producer of the sted purchased by Peer and Wanxiang or
the particular sted products that Peer and Wanxiang purchases have ever been found to be
subsidized. Thus, the Department should accept Peer and Wanxiang's market economy steel
i ces.

Petitioner counters Peer and Wanxiang' s argument that the Department should ignore legidative
history because it has been superseded by the URAA’s new definition of “subsidy,” which
supersedes the definition in the legidative history. According to petitioner, Peer and Wanxiang's
proposed overruling of an entire section of legidative history by a change in the definition of one
word is unprecedented. Peer and Wanxiang fail to provide any evidence to connect the revised
understanding of the term “subsidy” to an invdidation of the Department’s position that unfair
prices should be ignored when ca culating norma vaue for NME goods.

Petitioner counters that contrary to Peer and Wanxiang' s argument, the legidative history directs
the Department to avoid using any prices which it has reason to believe or suspect may be
dumped or subsidized. Petitioner points out that the Department has continualy adhered to this
practice in NME investigations. Furthermore, petitioner states that the “reason to believe or
sugpect” standard only requires the Department to base its findings on information generaly
avalableto it a thetime.

Furthermore, petitioner points out that evidence establishing Peer and Wanxiang' s benefit from
various subsidiesisreadily available on the public record. In particular, the Department has
issued numerous CV D orders that include findings of broadly-available export subsidies on stedl
and other products exported from the country in question. Accordingly, the Department should
continue to gpply its consastent practice under the antidumping regulations and ignore these unfair
input prices when caculating normal value for Peer and Wanxiang's market economy sted
purchases.
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Department’ s Position:

We agree with petitioner. Recent Department determinations and the legidative history support
our decision to disregard input prices that we have reason to believe or suspect are subsidized.
In reaching this concluson, Congress has instructed the Department to base its decison on
information thet is generdly availableto it a the time it is making its determination. See H.R.
Conf. Rep. 100-576 at 514, 590-91 (1998), reprinted in 1988 U.S.C.C.A.N. 1547, 1623
(1988) (authorizing the Department to avoid using prices that the Department has reason to
“believe or suspect” were unfair in calculating normal value in NME cases).

In the Department’ s recent determinations on Tapered Roller Bearings from the PRC, we found
that, where the facts developed in U.S. or third-country CV D findings include subsidies that
appear to be used generdly (in particular, broadly available, non-industry specific export
subsdies), it isreasonable to infer that al exportsto al markets from the investigated country are
subsidized. As the Department stated in the TRB proceedings, these prior CVD findings may
provide the basis for the Department to also consider that it has particular and objective evidence
to support areason to believe or suspect that prices of the inputs from that country are
subsidized. It was exactly on this basis that the Department, in TRBs X11 (Comment 1) and
TRBs X1 (Comment 1), excluded export prices from a particular input supplier.

In our Prdliminary Determination, we did not use Peer’ s prices of market economy sted!
purchases from Korea or Wanxiang's stedl input prices from India, based on the Department’s
finding that we have “reason to believe or suspect” that Peer and Wanxiang's market economy
suppliers benefit from broadly-available, non-industry specific export subsidies. Petitioner
concurs and has dleged that sted suppliersin both Koreaand Indiamay be receiving generdly
available export subsidies. In support of these dlegations, petitioner has presented evidence on
the record of thisinvestigation that Korea and India maintain non-industry specific export
subsdies. Infact, petitioner cites CVD determinations in which the Department investigated and
countervailed such subsdies.

For Korea, theseinclude: Find Affirmative Countervailing Duty Determination:. Stainless Sed
Sheet and Strip in Cails From the Republic of Korea, 64 FR 30637 (June 8, 1999); Amended
Find Determination: Stainless Sted Sheet and Strip in Coils from the Republic of Korea; and
Notice of Countervailing Duty Orders. Stainless Sted Sheet and Strip in Coils From France,
Italy, and the Republic of Korea, 64 FR 42923 (August 6, 1999); Notice of Find Affirmetive
Countervailing Duty Determination: Certain Cut-to-L ength Carbon-Qudity Sted Plate From the
Republic of Korea, 64 FR 73176 (December 29, 1999); Notice of Amended Find
Determinations. Certain Cut-to-L ength Carbon-Quality Stedl Plate From India and the Republic
of Korea: and Notice of Countervailing Duty Orders. Certain Cut-to-L ength Carbon-Quadlity
Sted Plate From France, India, Indonesia, Itdy. and the Republic of Korea, 65 FR 6587
(February 10, 2000).




For India, theseinclude: Find Affirmative Countervailing Duty Determination: Certain Hot-
Rolled Carbon Stedl Hat Products From India, 66 FR 49635 (September 28, 2001); Notice of
Amended Find Determination and Notice of Countervailing Duty Orders. Certain Hot-Rolled
Carbon Stedl Flat Products From India and Indonesia, 66 FR 60198 (December 3, 2001); Find
Affirmative Countervailing Duty Determination: Certain Cut-to-L ength Carbon-Qudity Sted
Plate From India, 64 FR 73131 (December 29, 1999); Notice of Amended Findl
Determinations. Certain Cut-to-L ength Carbon-Quality Stedl Plate From India and the Republic
of Korea; and Notice of Countervailing Duty Orders. Certain Cut-to-L ength Carbon-Quality
Sted Plate From France, India, Indonesia, Italy, and the Republic of Korea, 65 FR 6587
(February 10, 2000); Natice of Find Affirmative Countervailing Duty Determination:
Polyethylene Terephthaate Film, Sheet, and Strip (PET Film) From India, 67 FR 34905 (May
16, 2002); and Notice of Countervailing Duty Order: Polyethylene Terephthaate Film, Sheet,
and Strip (PET FiIm) From India, 67 FR 44179 (July 1, 2002).

We have thoroughly examined this information and believe it is sufficient to provide uswith a
reason to believe or suspect that prices of inputs from Koreaand India are subsidized. This
particular and objective evidence shows that Korea and India maintain broadly-available export
subsidies which may benefit al exportersto al export markets. Such subsidy programsin
Koreainclude: Export Industry Fecility Loans, Short-term Export Financing; Reserve for Export
Losses, and Reserve for Overseas Market Development. Such subsidy programsin India
include: the Duty Entitlement Passhook Scheme (DEPS), the Advance License Scheme, the
Export Promotion Capital Goods Scheme (EPCGS), Pre-Shipment and Post-Shipment Export
Financing, Exemption of Export Credit from Interest Taxes, and section 80HHC of India’s
Income Tax Act. On the basis of thisinformation, we did not use these prices of market
economy stedl purchases from Koreaand India

Peer and Wanxiang made severd argumentsin this proceeding that can be grouped into two
maor areas.  tatutory issues and subsidy issues. Firgt, Peer argues that the evidentiary standard
in an NME case is consstent with the standard used in below cost investigations. Second, Peer
and Wanxiang argue that there is no evidence that would lead the Department to conclude that
Peer and Wanxiang's market economy sted suppliers recelved subsidies because their suppliers
have never been investigated; moreover, Peer argues that if its steel supplier in Korea had been
investigated, it would have received ade minimis subsidy rate.

In regard to Peer’ s satutory argument that the evidentiary standard in an NME case is cong stent
with the standard used in below cogt investigations, the Department finds that the “particularized
and objective basis for suspecting” standard that appliesto sdes beow cost investigations is
based on avadtly different set of circumstances, compared to those found in NME cases. Due
to the Department’ s reiance on generdly available information in making its determination to
“believe or suspect” that subsidies apply in NME cases, the Department is granted discretion to
reasonably decide the evidentiary sandard asit gppliesin the instant case. Thus, in gpplying the
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concept stated in the Policy Bulletin 94.1, referencing section 773(b) of the Act, comments from
regpondents will be considered in response to a post-initiation alegation, but only to the extent
they ded with the adequacy of the dlegation itsdf in establishing reasonable grounds to believe or
suspect sales at less than cost.** In theingtant investigation, using our standard for post-initiation
alegations of sdes at lessthan cost provides the authority to believe or sugpect that subsidies

apply.

The Department aso disagrees with Peer’ s assertion that the URAA supersedes the legidative
higtory of the 1988 Act. Specifically, we find that Peer did not provide any compelling evidence
that would lead the Department to believe that the URAA’ s revised “subsidy” terminology would
materidly dter the definition asinterpreted in the legidative higtory. Accordingly, the Department
has regjected this argument. With respect to Peer and Wanxiang's WTO-specific arguments, we
note that U.S. law, as implemented through the URAA,, is fully consistent with our WTO
obligations.

In regard to Peer and Wanxiang's subsidy arguments, we disagree that the type of finding
suggested by respondentsis required here. The sandard, as clearly Stated in the legidative
history, is that the Department must avoid export prices which it has a* reason to believe or
suspect may be. . . subsidized.” The standard prescribed here is about making areasonable
inference from the evidence on the record that export prices may be subsidized. It isnot about
making an actud finding of subsdization. Furthermore, regarding Peer’ s arguments that we
should take into account the specific levels of subsidization findingsin recent CVD determinations
of other Korean stedl producers from which Peer did not purchase, the Department does not find
thisto be ardevant issue in this particular case. A specific and subgtantia finding that an input
supplier in fact benefitted from known, broadly available export subsidiesin this context, as
suggested by respondents, would require an actua investigation of these suppliers. See Issues
and Decison Memorandum for ARG Windshidds. Since the company that Peer purchasesits
market economy stedl from has never been investigated for subsidies, the Department cannot
accept unverified satements from Peer dleging that de minimis rates are applicable to its
particular supplier. Accordingly, the Department must rely on the information generdly available
to it a the time of this determination and reasonably answer the underlying question of whether
there isareason to believe or suspect that Peer’ s supplier benefitted from subsidies.

In Notice of Find Determination of Sdesat Less Than Fair Vaue: Certain Circular Welded
Carbon-Quality Stedl Pipe from the People's Republic of China, 67 FR 36570 (May 24, 2002)
(Pipe from China), the Department accepted market economy prices from “ Country X”, despite
an dlegation from the petitioner thet the level of subsdization was irrelevant, based on the
decison madein ARG Windshields. In Pipe from China, the Department had company specific

4 See Policy Bulletin 94.1, “Cost of Production—Standards for Initiation of Inquiry” (March 25, 1994).
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subsdy information regarding the companies which produced the hot-rolled coil that was
purchased by some of the respondents. Based on this specific information, the subsidies
recelved by the companies from which the respondents purchased the hot-rolled coil were found
to be de minimis. See Fipefrom China.

However, unlike Pipe from China, the Department must consider the fact that Peer’s stedl
supplier has never been investigated and dso that the Department has found positive subsidy
margins for other stedl suppliersin Korea. 1n making a determination, the Department looks to
the language of the legidative history, which clearly states that Congress did not intend for the
Department to conduct an actud investigation of these suppliers. Rather, the Department was
indructed to base its decison on information generdly availableto it at thetime. Thisiswhat we
have donein thisinvestigation. The information in this investigation shows that Koreaand India
maintain generdly available subsdies that may benefit exports from these countries to al markets.
We have concluded here that thisis particular and objective evidence (that al exporters from
these countries can benefit from these broadly available subsdies) which provides areason to
believe or suspect that prices of the inputs purchased from these countries are subsidized.

[I. Company-Specific | ssues
A. Peer
Comment 9: Correction of ErrorsMade in the Preiminary Margin

Petitioner urges the Department to incorporate in its fina margin caculations the corrections to
errors it made when caculating Peer’s preliminary margin. Specificaly, Petitioner dlegesthat in
Peer’s preliminary margin program, the Department made an error when it converted Peer’s
reported FOP and U.S. sdles datato per kilogram values. Because the correction resulted in an
increase of Peer’s margin, but not enough to meet the threshold requirement of dtering the
margin,*? the Department did not include this correction in the Amended Prdiminary
Determination. Petitioner urges the Department to incorporate these correctionsin its find
margin caculations.

In addition, petitioner submits that the Department valued Peer’ s stedl scrap for bar, tube, and
rod (variable SCRBTRSV in Peer’s margin program) using the wrong HTS subcategory, which
does not include scrap from stedl bar and tube. Concurring with Peer, petitioner requests that for
the find determination, the Department should use HTS subheading 7204.29.09 (“waste and

42 pyrsuant to 19 CFR § 351.224(qg), the threshold requirement is “five absol ute percentage points [and] 25

percent of ...the weighted average dumping margin...calculated in the original (erroneous) preliminary
determination.”
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scrap of other dloy sted,” “others’) to value sted scrap. According to petitioner, this
subheading generates a surrogate value of $0.1249/kg.

Department’ s Position:

We agree with petitioner and have incorporated the corrections to errors made in the Preliminary
Determinationin the find margin caculations. See February 27, 2003, Find Cdculation Memo
for Peer for further discusson.

With respect to the valuation of Peer’s stedl scrap for bar, tube, and rod, we aso agree with
petitioner and have used HTS subheading 7204.29.09 (“waste and scrap of other dloy sted”
and “others’) to value stedl scrap.

Comment 10: Incorporation of Corrections Made Prior to Verification

Petitioner requests that the Department incorporate the pre-verification corrections submitted by
Peer on October 24, 2002, and minor error corrections submitted during verifications on
November 6, and on December 6, 2002, respectively. Petitioner points out that in these
submissions, Peer submitted revised information regarding the ownership of Peer, its sdes, its
FOPs, its assembly hours, and its Harbor Maintenance Fee (HMF), etc. Therefore, petitioner
urges the Department to incorporate this corrected information in the find determination
caculationsfor Peer.

Department’ s Position:

We agree with petitioner and have incorporated al of Peer’s pre-verification and minor error
correctionsin the fina determination.

Comment 11: Incorporation of Correctionsfor Discrepancies Found at Verifications

Petitioner urges the Department to correct discrepancies it discovered in the verification of Peer,
including the scrap recycleratio for sted bar and sted tube.

Peer ds0 urges the Department to make the following corrections based on the verifications of
XPZ, its effiliated company, and Peer Bearing:

A. XPZ Corrections
. The weight of cardboard packing boxes should be corrected as noted in
XPZ' s verification report
. The weight of palet should be reduced
B. Peer’ s Affiliated Company Corrections
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. The raw materia consumption factors for rubber and stedl sheet should
be reduced
. The rgject rate for shields should be revised
C. Peer Corrections
. U.S. inbound freight should be reduced
. Harbor Maintenance Fees should be included in the caculation used to
derive USDUTYU.

Department’ s Position:

We agree with petitioner, and, for purposes of the fina determination, we have corrected
discrepancies that were discovered in the verifications of XPZ, its affiliated company, and Peer.
We ds0 agree with Peer on al requested corrections and have made them for the find
determination. See Peer’s Find Calculation Memo for details.

Comment 12: Require Peer to Provide Complete and Accurate Data for Certain
CONNUMsor Use Facts Available

Petitioner claims that the Department should require Peer to provide complete and accurate data
for certain CONNUMSs or use facts available. According to petitioner, Peer’s most recent factor
input data submitted on October 24, 2002, is incomplete because: 1) there are no US sales data
for one CONNUM, therefore, it isimpossible to compare the normal
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vaue with the net US sdes price and cdculate the margin for this CONNUM; and 2) there are
21 CONNUMsin the US sdes data that do not have matching factor input datain Peer’s data
. Pditioner clamsthat these omissons render margin caculationsinconclusve. Petitioner,
therefore, urges the Department to use facts available in place of the missing data by using the
country-wide rate.

Peer counters that petitioner’s claim is unfounded and incorrect. Peer asserts that its FOP data
submission included full and complete FOP information. With respect to petitioner’s dams that
it isimpossible to compare the normd vaue with the net U.S. sdles price and cdculate the margin
for aparticular CONNUM because thereis no U.S. sdles data, Peer respondsthat it did not
have any sales of this CONNUM (6212-27) during the POI. Peer further explains that it
inadvertently included datain its FOP for this product athough it made no saes during the POI.
Therefore, because this data was not necessary for margin caculation purposes, Peer suggests
that the Department can smply ignoreit for thefina determination.

Concerning petitioner’s claim that there are 21 CONNUMSs in the U.S. sales data that do not
have matching factor input datain Peer’s data set, Peer contends that this clam is blatantly
unfounded and incorrect. Peer confirms that the FOP data for the CONNUMS that petitioner
list out inits brief have been fully reported in Peer’ s FOP database.

Department’ s Position:

We agree with Peer and confirm that Peer’ s FOP and sales data show there were no sales of
CONNUM 6212-ZZ. In addition, we confirm that Peer’ s FOP database includes matching
factor input datafor the 21 CONNUMSs listed by petitioner. Accordingly, the Department has
determined that it will not apply facts available.

Comment 13: Whether the Department Should Correct Peer’s Scrap Recycle Ratio and
Recalculate Peer’s M aterial Costs

Torrington requests that the Department be certain in the final determination that the correct
scrap recycle ratio, which was found at the verification of XPZ, be used.

Department’ s Position:

We agree with Torrington and have used the correct recycle ratio found at the verification of
XPZ for the find determination.

Comment 14: Whether the Department Should Confirm That Peer Has Reported Any
Estimated Rebates
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Petitioner points out that, in Peer’s Section C questionnaire response, Peer informed the
Department that it reported a rebate “ only when it was actudly granted.” According to
petitioner, this language suggests that Peer did not report estimated rebates.

Citing Peer’s origind and supplementa Section C questionnaire responses which indicated thet it
paid lump-sum saes-target rebates to certain distributors, Torrington also argues that Peer did
not make it clear whether it reported any estimated rebate amounts applicable to the POI sales.

For purposes of the find determination, both petitioner and Torrington maintain that any
estimated rebates not yet paid should be deducted from U.S. prices. |f Peer hasfailed to deduct
such amounts (or failed to report actual payments after the Section C response), both petitioner
and Torrington suggest that the Department should gpply facts available by assuming that all
customers participating in Peer’ s rebate program ultimately recelved gppropriate amounts.

Peer countersthat Torrington’s dlegation that Peer did not report rebates which were not paid is
unfounded. Peer statesthat it could not report rebates that were not owed. Moreover, Peer
submits that the Department reviewed severd rebate reports and confirmed the accuracy of
Peer’s methodology in its verification report. Therefore, Peer clamsthat it correctly reported all
rebates.

Department’ s Position:

We disagree with petitioner and Torrington that we need to resort to facts available with respect
to Peer’ sreported rebate. We confirm that Peer’ s reported rebate was cal culated based on the
amounts that were actudly granted to its cusomers. We dso confirmed that estimated rebates
not yet paid have been deducted from U.S. prices. See Peer Bearing Company—Zhegjiang
Xinchang CEP Verification Report (Peer CEP Report) dated January 6, 2003, at 8, and
Verification Exhibits P-8A at 14, and P-13C at 3. Therefore, for purposes of the find
determination, we have used Peer’ s reported rebate.

Comment 15: Whether the Department Should Examine or Restate Peer’s Reported
“Section E” Costs

Torrington aleges that it is unclear whether Peer has reported dl gppropriate Section E costs.
Specificaly, citing Peer’ s supplemental Section E response in which Peer stated “labor costs are
only for assembly,” Torrington points out that it is unclear whether indirect labor outside the
immediate assembly operation is accounted for in Peer’ sreporting. For purposes of the fina
determination, Torrington requests that the Department ensure that al such amounts are included
or that the Department re-state the amounts.

Department’ s Position:
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We disagree with Torrington. At verification, we examined Peer’ s reported Section E “further
manufacturing” costs and reconciled the reported costs to Peer’ s accounting records. Specificaly,
we examined the detailed cost buildup for the largest-saling model during the POI. Our
examination covered materia codts, labor and overhead costs, G& A, and cost of goods sold.
We then tied total amounts incurred in Peer’s Mounted Unit Division during the POI to Peer’s
interna product line analysis reports and proper financia statements and found no discrepancies
(see Peer CEP Report at page 17). Based on our verification findings, we have used Peer’s
reported Section E costs for purposes of the final determination.

Comment 16: Whether the Department Should Restate Peer’sU.S. Indirect Selling
Expenses

Torrington contends that Peer may have underdtated its U.S. indirect sdlling expenses by not
including expenses incurred outside the immediate context of the Srictly selling operation or the
particular product-line group. Torrington notes that Peer’ s reported indirect salling expenses
seem to omit numerous expenses treated as sdlling expensesin the antidumping law (e.q., rent,
executive sdaries, dectricity, and supplies). Torrington argues that Peer did not adequatdly
address these concerns during the supplementa questionnaire and verification stages of the
investigation. Torrington further notes that Peer engaged in asimilar manner of misreporting
G&A related to seling expensesin TRBs New Shipper Review.* Torrington further argues that
the Department, during verification, unduly focused on “product ling” accounts, thereby leaving
Substantiad administrative expenses unaccounted for.

Accordingly, Torrington suggests that the Department re-verify Peer’ s reported indirect sdlling
expenses, and make sure that Peer has included al product line expenses plus appropriate G&A.
In the dternative, Torrington recommends restating the expenses by duly dlocating the aggregate
expenses traceabl e to the company’ s GAAP statements.

Peer maintains that, for purposes of the fina determination, the Department should continue to
use Peer’ s reported indirect salling expenses, given that Peer has placed on the record complete
details concerning dl sdlling and adminidrative expensesincurred. Peer assarts that indirect
sdling expenses were properly and reasonably dlocated and reminds the Department that Peer
was subjected to full verifications of its factors, sdes, and further manufacturing data. Peer
maintains that the verification procedures followed by the Department were thorough and dl-
encompassing, and the results of those procedures are well documented.

43 Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the People's Republic of
China: Final Results of New Shipper Reviews, 67 FR 10665 (March 8, 2002) (TRBs New Shipper Review).
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With respect to the adminigtrative expenses that Torrington focuses on, Peer assuresthe
Department that it has accounted for al such expensesin its reported G& A expensein its
Section E questionnaire response. It is Peer’ s position that the inclusion of these expenses as
part of its further manufacturing expense is whally consstent with the Department’ s Section E
questionnaire.

Additiondly, Peer argues the Chinese TRBs case is digtinguishable from the ingtant investigation
because Peer did not further manufacture TRBS, whereas, in the present case, Peer does further
manufacture bal bearings in the United States. Moreover, with respect to ball bearings, Peer is
not a pure selling entity. For these reasons, Peer believes the facts in the ingtant investigation to
be fundamentaly different than the factsin China TRBs. As such, Peer encouragesthe
Department to ignore petitioner’ s attempts to treat Peer’ s adminidtrative expenses as sdlling
expenses.

However, should the Department decide to treat part of Peer’s administrative expenses as selling
expenses, Peer urges the Department to do so in away that recognizes the unique nature of Peer
as ahybrid bal bearing manufacturing and sdes company. In doing so, Peer suggests that the
Department alocate adminidirative expenses between Peer’ s manufacturing and sales activities.

Department’ s Position:

We disagree with Torrington’s claim that Peer’ s reported indirect selling expenses are
understated because it omitted numerous expenses treated as selling expenses in antidumping law
(eq., rent, executive sdaries, ectricity, and supplies). Contrary to Torrington’s claim, Peer’s
reported indirect saling expenses did include, among others, rent, eectricity, and supplies. These
expenses were listed under “ other sdlling expenses,” which isapart of Peer’ s reported indirect
sling expenses. See Pear’s CEP Verification Report a Exhibit P-20, pages 2 and 10.

Regarding Torrington’s argument that the Department, during verification, unduly focused on
“product line” accounts, thereby leaving substantial administrative expenses unaccounted for, we
aso disagree. Asdated in Peer’s CEP Verification Report, Peer’ s U.S. operations consst of
various product lines, some of which (e.q., taper roller bearings or bushings) are not subject
merchandise. It is Peer’s normd practice to perform product-line specific andyss. Its
accounting system routingly generates product-line specific satements for its management to
review. Because several Peer’s product lines involve non-subject merchandise, we find it
necessary to rely on Peer’ s product-line analysis to distinguish revenues or expensesincurred for
subject merchandise from those incurred for non-subject merchandise. Moreover, we have
further reviewed Peer’ s reported indirect salling expenses and G& A and find that Peer has
included al product line expenses plus gppropriate the G& A expenses.
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With respect to the case cited by Torrington, we agree with Peer that the instant case differs from
TRBs New Shipper Review. In that case, Peer did not perform further manufacturing of tapered
roller bearings, Peer was a pure sdlling entity. In contrast, in the present case, Peer further
manufactures ball bearingsin the United States. It has alocated a substantia amount of space for
the further manufacturing related operations. As such, Peer is both a manufacturing and a selling
entity of bal bearings. We determine that it is reasonable for Peer to claim the amount of G&A
and indirect selling expenses as reported. Accordingly, we find no reason to reclassify Peer’s
reported G& A asindirect selling expenses. For purposes of thisfina determination, we continue
to rely on Peer’ sreported indirect saling expenses and G& A expenses.

Comment 17: Whether the Department Should Restate Certain Factors (Labor and
Certain Materials) Which Could Not be Obtained from Suppliers or
Subcontractors

Citing Peer’s Section D questionnaire response,** Torrington claims that Peer’ s reporting for
labor and purchased components may be deficient as a result of the non-responsiveness of
certain uncooperative suppliers and subcontractors. Specificaly, Torrington argues that Peer
merely provided labor quantities of subcontractors who “cooperated” by providing factors of
production. As such, Torrington claims Peer’ s reporting is deficient, and suggests that the
Department resort to facts available by using the highest labor usage reported by any other
respondent per unit of weight of each component for which Peer’ s datais missng.

In addition, Torrington aso disagrees with Peer’ s reporting of certain components (including
dingers, strap rings, housing, collars, or anti-rotation pins) for which suppliers did not provide
upstream factors information. In particular, Torrington disputes Peer’ s having physicaly weighed
the components, rather than providing particular factors from suppliers. Torrington argues that
physicaly weighing components fails to account for costs associated with scrap or regject units.
Again, Torrington encourages the Department to gpply facts available drawing on other
information of record reflecting scrap ratios, rejects, etc.

Peer opposes the use of facts available on the grounds that its data were verified and the
company was subjected to, and answered, multiple questionnaires and supplemental
questionnaires. Peer clamsthat as aresult of those verifications, the Department (as reflected in
its verification reports), was satisfied with the sufficiency of Peer’sdata. Additiondly, Peer
arguesthat if the Department is going to radicdly dter its policy in thisregard, it must announce
such a change and be very specific about the new “way of doing business,” asit would be unfair
to change methodology in the middle of an investigation.

4 SeeTorri ngton’s case brief at page 40, which refers to Peer’ s supplemental Section D response at 14-15

(alluding to an exhibit detailing the total number of unskilled workers for XPZ (Peer), and each of its subcontractors
who have cooperated by providing factors of production).

-53-



Department’ s Position:

We disagree with Torrington, and find that Peer responded to the best of its ability to our
requests for information regarding FOP data. Throughout this investigation, Peer has
demonstrated a high level of cooperation. Peer sent repetitive requests to uncooperative
suppliers asking for FOP information; Peer informed the Department of these efforts; and Peer
submitted timely responses to the Department’ s origind and supplementa questionnaires.
Moreover, Peer participated in acomplete verification of its data, both in the PRC and in the
United States, and provided the Department with a substantial amount of useable information.

Specifically, Peer was able to provide factors data from a substantial percentage of its
subcontractors for critical services such asforging, cutting, first and second turning, and hest
treatment. With respect to components, Peer was aso able to obtain factors information from a
substantia percentage of suppliers of key components, including bals, retainers, seds, and set
screws. The component parts that Peer had trouble obtaining information from its suppliers on
include dingers, snap rings, housings, collars or anti-rotation pins* For those component parts,
Peer reported the weight of the component, in lieu of factors for the component. Given Peer’s
efforts to provide the Department with information, the Department does not find that Peer’s
inability to provide certain FOP data warrants the use of facts available in caculating the margin
in theingtant case.

In our Preliminary Determingtion, we valued dingers, snap rings, and collars or anti-rotation pins
based on a surrogate value of 11.1483, which is the surrogate vaue for “other ball/roller bearing
parts’ (HTS category 8482.99.00), rather than the component’ s factors value. To the extent we
have aready relied on the surrogate vaue for the named components to vaue components, Peer
is correct to report the weight of these components. Accordingly, for thisfind determination, we
are following our methodology from the Prdliminary Determination

With respect to housing, however, we agree with petitioner and have incorporated a reject rate,
which is based on the highest regject rate that XPZ has reported, into Peer’s reported cast iron
consumption. See Peer’s February 27, 2003, Calculation Memo for more detalls.

Comment 18: Whether the Department Should Use Facts Availablefor U.S. Inland
Freight from the War ehouse to Unaffiliated Customers (INLFWCU)

Petitioner and Torrington argue that Peer has reported its U.S. freight on the basis of price as
opposed to weight. They maintain that the Department has rejected va ue-based freight datain
the past because of its potentid to distort the cost of freight. For example, in Antifriction

® see pages 8-9 of Peer’s July 11, 2002, Section D questionnaire response.
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Bearings,* the Department gpplied facts available by assuming that all freight expenses during the
POI wereincurred for subject merchandise and alocating the total freight expensesto those
sdes. Accordingly, petitioner and Torrington urge the Department to continue this precedent by
regjecting Peer’ s value-based data and apply facts available instead.

Peer submits that the inland freight calculation and supporting documentation for Peer’s
caculation was provided at verification. Further, Peer clamsits caculation is not distorted
because the relationship between price and weight, while not perfect, is very clear: heavier
bearings are usudly more expensve than light bearings. Peer arguesthat it properly alocated
such expenses to only those sales where freight charges were incorrect.

Citing Antifriction Bearings,*’ Peer claims that the Department accepted respondent’s (INA’S)
alocations based on sdes vaue rather than a per-unit vaue, on the grounds that the firm's
records do not permit the use of a preferred dlocation method. In the ingtant investigation, Peer
clamsthat it did not maintain weight records on outgoing shipments, nor did UPS or other freight
companies provide Peer with records that would alow it to track weight. Based on the
foregoing, Peer dlegesthat it used a methodology very smilar to that of INA. Because its
records did not permit the use of the Department’ s preferred alocation method, Peer asserts that
its method of value-based dlocation is acceptable under Department practices.

Department’ s Position:

We agree with Peer. At the verification of Peer, we discussed thisissue at length with Peer’s
officids. Additiondly, we examined Peer’ s accounting and sales records and its caculation of
freight-out cogts ratio to unaffiliated customers. We confirmed that Peer’ s value-based alocation
methodology is reasonable under the circumstance and that its freight records did not dlow it to
use aweight-base dlocation method. Therefore, consstent with the decison in Antifriction
Bearings, we have used Peer’ s reported inland freight from warehouse to customers
(INLFWCU) in the fina determination.

Comment 19: Whether The Department Should Use Facts Available for Peer’'sU.S.
Unaffiliated Commissions

Both petitioner and Torrington challenge Peer’ s reporting of U.S. unaffiliated commissions.
Specificdly, they dlege Peer ingppropriately derived commission rates when it divided tota
commissions for one agent and then divided that total by total sdesfor that agent in order to

46 See Antifriction Bearings (Other Than Tapered Roller Bearings) and Parts Thereof from France, 66 FR
36551 (July 12, 2001) (Antifriction Bearings).

47 see Antifriction Bearings and the accompanying Decision Memorandum at Comment 79.

-55-



cdculate a commission percentage. Petitioner and Torrington claim this method averages direct
expenses and thereby dilutes deductions and eiminates dumping margins on specific saes.
Torrington suggests that the best gpproach would be to apply each agent’ s contractud rate to all
sdes the agent made. However, if the record lacks sufficient information, petitioner and
Torrington urge the Department to use facts available by gpplying the highest commission rate for
any unaffiliated agent on al sales on which commissions were paid.

Peer denies petitioner’ s and Torrington's alegation and maintains that it reported commissonsin
asystematic fashion. Peer asserts that it provided the Department with a detailed worksheet
showing the commission rate for each agent. Using its accounting records, Peer dlocated
commission expenses only for those sales where commissions were due.

Department’ s Position:

We disagree with petitioner and Torrington that we should use facts available by gpplying the
highest commission rate for any unaffiliated agent on dl sdes on which commissons were paid.
As Peer indicated in its supplementa questionnaire response, it cannot always track whether a
specific mode received acommission. Therefore, Peer divided the total commissions for one
agent by thetotd sdesfor that agent in order to ca culate a commission percentage.

Peer provided its caculated agent-gpecific commission ratesin its Section C supplemental
questionnaire response. We verified these agent-specific commission rates at Peer’ s verification.
See Peer CEP Report at pagel0O and Verification Exhibit P-11. We found that Peer’ s reported
agent-specific commission rates are cons stent with the rate contained in the sample commission
agreement (see Peer’s Section C supplementa questionnaire at Exhibit 10).

As Torrington points out, it is reasonable to assume that unaffiliated agents require commissons
on al their sdles, not just sdles of specific modds. We found that Peer’ s reporting methodology
IS reasonabl e because Peer gpplied the agent-specific commission rate to dl models sold by that
agent during the POI. Accordingly, we have used Peer’ s reported commission in the final
determination.

Comment 20: Whether the Department Should Revise ItsMargin Calculation
M ethodology

Peer urges the Department to revise its methodology in this investigetion to alow negative modd-
specific margins to be included in the aggregate margin calculation. Peer acknowledges that
Setting negative margins to zero is the sandard practice of the Department, but it argues that the
statute does not require the Department to set negative margins to zero and that doing so
conflicts with the WTO obligations of the United States because the WTO has invaidated this
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practice. Therefore, in order to interpret the dumping law consstently with U.S. obligations
under the WTO, Peer urges the Department to reverse its past practice.

Specificaly, Peer citesthe WTO Appellate Body’ s decision in Bed-Linen,* wherethe WTO
Appdlae Body found that the European Communities (EC) practice of zeroing was inconsstent
with Article 2 of the WTO Antidumping Agreement. Although Peer is aware that under the
URAA, the Department does not consider adverse pand rulingsinvolving other member satesto
be binding,*® nonetheless, Peer argues that the Department does have the option in this
investigation to bring its practice into conformity with the Appellate Body decison. Citing
Murray v. Schooner Charming Betsy, 6 U.S. 64 (1804),* Peer dlegesthat in this case, the
Department has the option of construing the statute in away so that it is consstent with U.S.
obligations under the WTO Antidumping Agreement. Thus, for purposes of the find
determination, Peer requests that the Department revise its methodology to alow negative model
specific margins to be included in the aggregate margin caculation.

Petitioner maintains that the Department’ s treetment of “zerd” marginsis consgtent with its
obligations under the antidumping statute. Citing Hot-rolled Flat Products from the
Netherlands,> petitioner notes that since the WTO Appellate Body issued its decision in Bed-
Linenin 2001, the Department has consstently held the position that its methodology is both
required by the antidumping statute and is consistent with the U.S. obligations under the WTO.

According to petitioner, 19 U.S.C. 8§ 1677(35)(A) of the antidumping statute defines “dumping
margin” to be “the amount by which the norma vaue exceeds the export price or constructed
export price of the subject merchandise.” Further, 19 U.S.C. § 1677(35)(B) definesthe

“wel ghted-average dumping margin” as “the percentage determined by dividing the aggregeate
dumping margins determined for a specific exporter or producer by the aggregate export prices
and constructed export prices of such exporter or producer.”

4 European Communities - Antidumping Duties On Imports of Cotton-Type Bed Linen From India,
WT/DS141/AB/R (March 12, 2001) at www.wto.org., para. 46 et seq. (Bed-Linen).

49 ARG Windshields. Moreover, the Bed Linen from IndiaPanel and Appellate Body decisions concerned
adispute between the European Union and India. We have no obligation under U.S. law to act on this decision.

0 Where the Supreme Court said: “An act of Congress ought never to be construed to violate the law of
nations, if any other possible construction remains. . . .”

51 See Certain Hot-rolled Carbon Steel Flat Products from the Netherlands: Notice of Final Determination of

Sales at Lessthan Fair Value, 66 FR 50408 (October 3, 2001) (Hot-rolled Flat Products from the Netherlands) and the
accompanying Decision Memorandum at Comment 1.
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Under these definitions, quoting the Department’ s decison in Hot-rolled Flat Products from the
Netherlands, petitioner submits that the Department must set at “ zero” negative margins for
individud transactions because “a no stagein {itsinvestigation} is the amount by which export
price or constructed export price exceeds norma vaue on non-dumped sales permitted to cancel
out the dumping margins found on other sales” Furthermore, petitioner contends that Peer’s
argument that the term “exceed” should be interpreted to include a vaue that fals below the
norma vaueisanonsensca reading of the antidumping statute and should be rgected as
conflicting with the statute’ s plain meaning. Moreover, petitioner adds, that Peer is not
prejudiced by the Department’ s practice because its methodology treets “positive’ margins
reasonably, where the dumping rate’ s denominator includes the vaue of the “ negative margin”
sades and its numerator includes a zero vaue for “non-dumped” merchandise, so that a*“ greater
amount of “non-dumped” merchandise results in alower weighted-average margin.”*2

Asto the U.S. obligations under the WTO, petitioner counters, the Uruguay Round Agreements
Act states clearly that in any “potentid” conflict between U.S. law and WTO provisons, U.S.
law prevails> Moreover, petitioner adds that the United States does not consider decisions
issued by aWTO pand to belegdly binding under U.S. law. Additiondly, petitioner continues,
Bed-L inen cannot impose any new WTO obligations on the United States because it resolves a
dispute between the European Union and India. Thus, contrary to Peer’ s assartion, petitioner
argues that the Department has no “obligation” to revise its methodology as aresult of the Bed-
Linen decison.

Based on the foregoing, petitioner claims that Peer has provided the Department with no reason
to change its “ zeroing” methodology, and the Department should follow its past practice in this
Investigation.

Department’ s Position:

We disagree with Peer and have not changed our margin caculation methodology for the fina
determination. Contrary to Peer’s clam, the methodology that we used to caculate the
welghted-average dumping margin in the Prdliminary Determinationis mandated by U.S. law.
Section 771(35)(A) of the Tariff Act defines "dumping margin® as "the amount by which the
normal vaue exceeds the export price or constructed export price of the subject merchandise.”
Section 771(35)(B) defines "weighted-average dumping margin” as "the percentage determined

%2 The Department has also observed that this methodology is necessary for the administrative purposes
of establishing duty depositsin investigations because “the Customs Service isnot in aposition to know which
entries of merchandise entered after the imposition of adumping order are dumped and which are not.” |d.

% See19U.SC. § 3501(a)(1) (“No provision of any of the Uruguay Round Agreements ... that is
inconsistent with any law of the United States shall have effect.”).
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by dividing the aggregate dumping margins determined for a specific exporter or producer by the
aggregate export prices and constructed export prices of such exporter or producer.” These
sections, taken together, direct the Department to aggregate dl individua dumping margins, each
of which is determined by the amount by which norma vaue exceeds export price or constructed
export price, and to divide this amount by the vaue of dl sdes. The directive to determine the
"aggregate dumping margins' in section 771(35)(B) makes clear that the singular "dumping
margin” in section 771(35)(A) applies on a comparison-specific level, and does not itself apply
on an aggregate basis. At no stage in this process is the amount by which export price or
constructed export price exceeds norma vaue on non-dumped sales permitted to cancel out the
dumping margins found on other sdles.

These gtatutory requirements take precedence over any potentiadly conflicting obligations under
the URAA. Section 102(g)(1) of the URAA (“no provison of the Uruguay Round Agreements,
nor the application of any such provison to any person or circumstances thet is inconsistent with
any law of the United States shdl have effect”) makes clear that if there is a conflict between
U.S. law and any provision of the WTO Uruguay Round Agreements, U.S. law prevails.
Moreover, the SAA specificaly providesthat "[r]eports issued by pands or the Appellate Body
under the DSU (i.e., the WTO Dispute Settlement Understanding) have no binding effect under
the law of the United States." SAA at 1032, reprinted in 1994 U.S.C.C.A.N. 4040, 4318.
Findly, the Bed-Linen Pandl and Appellate Body decisions concerned a dispute between the
European Union and India. We have no WTO obligation to act based on these decisons.
Therefore, we found no reason to change our margin calculation methodology and are following
our past practice in thisinvestigation. See Hot-rolled Flat Products from the Netherlands.

Comment 21: Whether the Department Should Exclude Certain Non-Oper ational
Expenses and Reclassify Certain Operational Expensesin Calculating
Financial Ratios

Inits case brief a Exhibits 11 and 13, Peer derived two sets of financid ratios. “ Scenario One’ is
based on the financid ratios for ABC, HMT, and AEC and “ Scenario Two” is based on the
financid ratiosfor ABC, HMT, AEC, SKF, FAG, and Timken. In deriving the two sets of
financid ratios, Peer excluded certain non-operationa expenses and reclassfied certain

operationa expenses.
a Excdusion of Certain Non-operationd “ Expenses’

Peer excluded the following non-operationa expenses. discounts and rebates, movement
expenses, and changes in investments. Peer argues that these items are reported as expenses on
the financia statements of certain Indian producers (ABC, HMT, and Timken), yet they do not
relate to the operating expenses of these producers. For example, Peer counters that price
reductions granted to customers are clearly not a part of factory overhead or SG& A expenses
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and should not be included in deriving the surrogate overhead and SG& A ratios. In addition,
Peer dso claims that movement expenses are not a part of SG& A expenses and should not be
included. Peer adds, inclusion of such expenses would result in adigtortion of the margin
andysis, therefore, these items should not be included in the calculation of overhead and expense
ratios.

b. Classfication of Certain Operating Expenses

Peer reclassfied the operating expenses of each Indian producer according to their nature into
the following categories. manufacturing overhead, G& A expenses, interest expenses, indirect
sdling expenses, direct selling expenses, or commissions. In addition, Peer points out that in
ingtances where an Indian producer likely relates a particular expense to more than asingle
expense category, Peer dlocated the relevant expense between categories.

1) Manufacturing Overhead

Peer hasincluded al expense items related to manufacturing overhead incurred in the production
of bearings.> Such expenses, when added to the value of direct materids, ectricity, and labor
cogts, reault in the total cost of manufacturing (COM).

2) Generd and Adminigrative (G&A) and Indirect Sdling Expenses

Peer splits certain expenses between G& A and indirect salling expenses. Peer clamsthat G&A
expensesreflect G& A expensesincurred by the surrogate producers and indirect selling
expenses reflect the portion of expenses related to the sales operations of the surrogate
producers. Because the surrogate producers are both producers and sdllers of bearings, certain
expenses were split between G& A and indirect sdlling expenses.®

3) Products Purchased for Resale
Peer clamsthat the financiad statements of FAG, SKF, and Timken clearly indicate that each

company purchased finished goods for resale. If the Department uses financid information from
these companies, Peer urges the Department to alocate a portion of the operating expenses

% FAG Indiareports a“Loss on sale of fixed assets” as part of its schedule of “Manufacturing and Other
Expenses.” Thisamount has been offset with “Profit on sale of fixed assets’ from the schedule of “ Other Income.”

55 All labor expenses that are not reflected in the Department’ s wage rate cal cul ation have been included as
G&A expenses. Timken India’' s 2001-2002 financial statements does not provide detail asto “Leave Salaries’ or
“Contribution to Gratuity Fund” as does Timken India s 2000-2001 financial statements. For Timken India s 2001-
2002 fiscal year, these items were broken out from “ Company’ s Contribution to Provident and Other Funds’ based
on the relative amounts of theseitemsin Timken India’ s 2000-2001 fiscal year.
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incurred by these companies to the purchase and resde of finished goods. Peer adds, failure to
make this adjustment will result in a disproportionate amount of expenses being dlocated to the
direct inputs incurred by these companies in the production of bearings, which would unfairly
overgate the financid ratios for caculating normal vaue. Therefore, Peer hasincluded
purchased goods for resale in the denominator (along with materials and eectricity) of indirect
sling expenses, direct sdling expenses, and commissions.

4) Direct Sdling Expenses

Peer dlegesthat, condstent with long-standing Department practice, it has classfied advertisng
and sales promotion, bank charges, roydties, and warranties as direct selling expenses. In
addition, it dso alocated direct selling expenses over both cost of production and purchases of
finished goods for resde.

Furthermore, Peer clams that because dl of its U.S. sales of subject merchandise were CEP
sdes, direct sdling expensesincurred in the United States will be removed in deriving the net
U.S. price. Therefore, Peer maintainsthat direct selling expenses should be removed from
norma vaue to effect afair comparison between norma value and the U.S. sdes transactions.

5) Interest Income

Peer maintains that, in kegping with the Department’ s practice, the Department should utilize the
interest expense factor reported by Peer in its Section E response for purposes of normal value.
According to Peer, the Department has along-standing practice of using the corporate-wide
interest expense for multinational corporations because “money isfungible” Moreover, Peer
points out that such interest expenses were fully verified by the Department during the U.S. sdes
verification and are an gppropriate basis for caculating Peer’ s interest expense.

Peer further submits that in the event that the Department disagrees with Peer, it should offset the
interest expense of Indian surrogate producers with interest income. Peer dleges that the
financiad statements show that each Indian producer has current interest-bearing assets, but there
is no evidence of long-term interest-bearing assets on the ba ance sheets of these companies.
Thus, Peer has offset interest expense with interest income.

6) Commissons
Peer indicates that it has segregated commissions in the submitted financid ratios. Peer argues
that the Department should follow its long-standing practice with respect to commissionsin this

investigation, i.e., commissons are treated as direct salling expenses and are removed from
normal value subject to the commisson offsat.
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7) CEP Offset

Peer requests that the Department grant Peer a CEP offset. Peer maintains, because dl of its
U.S. sdles of subject merchandise during the POI were CEP sdes, there are very few sdlling
functions and activities™® involved in this transaction between XPZ and Peer Bearing. In contragt,
since the overwhelming mgjority of bearings sold by Indian producers were sold to unaffiliated
parties, there are dgnificant salling functions and activities involved in these transactions. Thus,
Peer clams that the sales transactions upon which the Department caculates the SG& A
component of constructed value are at a different, more advanced level of trade (LOT). Peer
argues that the Department will not be able to compare U.S. prices to normd vaue at the same
LOT because different levels of trade exist. Further, Peer argues that because there is no way
for the Department to caculate an LOT adjustment, the Department should follow its market
economy practice®” and grant Peer a CEP offset.

Petitioner responds that Peer’ s proposed methodology contains inconsistency, serious
methodologica deficiencies, and numerous clerica errors, and, therefore, should be rejected.
Firdt, petitioner alleges that Peer’ s gpproach to classifying operating expenses isinconsstent with
the Department’ s past practice, and that and Peer’ s proposed further alocations methodol ogy
reflects arbitrary judgments based on inadequate evidence. Citing the Department’ s FOP
Memo,>® petitioner argues when a particular line-item operating expense could potentidly be
included in ether FOH or SG&A and thereisinsufficient information on how to alocate thet
item, the Department alocates the expense equally between FOH and SG&A. According to
petitioner, Peer’s methodology includes asmilar first step of dividing a particular operating
expense equaly between FOH and SG& A, but Peer then divides the SG& A expensesinto one
of five separate categories, then it further arbitrarily alocates fourteen common expense items
among these five categories. Petitioner counters that Peer proposed this change without
providing any rationae for why it is necessary or demongtrating that the Department’ s current
practice produces inaccurate results. Petitioner further argues that Peer has dlocated the SG& A
expenses in amanner in which reasonable minds could differ, i.e., petitioner or the Department
could have come up with very different dlocations. Based on the foregoing, petitioner urges the

%6 Asdiscussed above, Peer submitsthat in derivi ng the net U.S. price for margin comparisons, the

Department should remove applicable indirect selling expenses (as well as certain direct expenses) incurred in the
United States. The resulting net price will be the price for merchandise at the CEP level of trade, as sold from the
producer (XPZ) to its affiliated U.S. importer/reseller (Peer Bearing).

57 Notice of Final Results of Antidumping Duty Administrative Review: Granular Polytetrafluoroethylene
Resin From Italy, 63 FR 49080, 49083 (September 14, 1998) (Granular Resin).

% See Department of Commerce Memorandum from James Terpstrato Melissa Skinner, Antidumping Duty
Investigation of Certain Ball Bearings and Parts Thereof from the People’ s Republic of China: Factor of Production
Values Used for the Preliminary Determination, at 6 (October 1, 2002) (FOP Memo).
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Department to reect the proposed approach and continue to follow its current practice for
classfying operating expenses.

Second, petitioner claims that in addition to the methodologica problems, Peer’ s proposed
methodology contains severd caculation errors which materidly affect the resulting financid
ratios. Petitioner made the following specific arguments regarding offsetting profits and losses
from sdes of fixed assats, interest expense, and profit ratio calculation:

1) Offset of Profits and Losses from Sales of Fixed Assets

Petitioner dleges that in calculating FAG's FOH costs, Peer incorrectly subtracted “profit on sale
of fixed assets as per books” from “loss on sale of fixed assets as per books.” Petitioner argues,
while the loss on sdes of fixed assetsis dearly listed in FAG' s annud report as an expense for
manufacture, administration, and sdlling,®® the profit on the sles of fixed assetsis an income item
that cannot be tied to FAG's manufacturing operations. Thus, petitioner maintains that offsetting
the loss on the sale of fixed assets with this profit on these sdes (an income item) is inappropriate.

2) Interest Expense

Petitioner argues, when caculating interest expense, Peer ingppropriately offsets this amount with
acompany’s entire interest income, claiming that dl of the interest-bearing items of each
company are short-term. Petitioner argues that this isingppropriate because it is highly unlikely
that dl of acompany’sinterest earnings are generated by short-term instruments resulting in an
actud financia outflow. Petitioner points out thet interest earnings may accrue from, for example,
advances to suppliers and overdue payments from customers. In such Stuations, the resulting
interest income is not an appropriate offset to interest expenses, counters petitioner.

To prove that Peer’s methodology isinappropriate, petitioner refers to ABC' s 2001-2002
annual report.®® Petitioner notes that on March 31, 2002, ABC'’s baance with “scheduled
banks’ islisted as 44.39 Laks, yet ABC stota interest income during the year was 32.36 Laks,
which is clearly too high because it trandates into an annud interest rate on savings of 73
percent.®! In this regard, petitioner claims that, based on ABC's reports which separates interest

%9 See Certain Ball Beari ngs and Parts Thereof from the People’ s Republic of China—Petitioner's Comments
on Surrogate Country Selection and Submission of Updated Factors of Production, at Attach. 28A (FAG 2001
Annual Report at 33) (September 10, 2002) (“Petitioner’s Sept. 10 Submission”).

60" see Submission of Surrogate Value Information by Zhejiang Xinchang Peer Bearing Company Ltd. and
Peer Bearing Company, at Attach 22 (ABC 2001-2002 Annual Report) (December 13, 2002)

61 Seeld. (ABC 2001-2002 Annua Report at 17-18).
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from bank deposits and from other sources, only 0.03 Laks worth of itsinterest income was
bank interest.®> However, petitioner continues, in Peer’ s calculation, the entire 32.36 Laks were
subtracted from ABC' sinterest expenses, a step that is clearly ingppropriate. Moreover,
petitioner points out that some companies (eg., FAG, SKF) do not separate interest from bank
balances from other types of income. In these ingtances, petitioner claims that the Department
has no basis for estimating the offset to interest income, therefore, it is clearly inappropriate to
offset interest expenses using the entire amount of interest shown in the annud reports.

3) Profit Retio

Petitioner counters that Peer’ s proposed surrogate profit calculations are inaccurate because
Peer did not exclude the financia datafor ABC and SKF which experienced afinancid loss. In
its case brief, petitioner asserts thet it is the Department’ s consistent practice to exclude the
financia data of dl companies that registered negative profits. Petitioner urges the Department to
adopt its proposed methodology to caculate surrogate values for FOH and SG&A usng NRB's
and SKF sfinancid data and to caculate the surrogate vaue for profit usng only NRB'’ s data
because SKF s negative profits should be excluded. See Comments 1.A through 1.1 above.

Department’ s Position:

We disagree with Peer’ s entire gpproach that it is possible to accurately parse out certain
expense categories and recdculate the financid ratios. Each of the surrogate companies produce
subject merchandise, and to some degree other products, asis true of the respondent companies.
In addition, each company is structured somewhat differently, asis true of the respondent
companies. Findly, each surrogate producer has different accounting practices. ThereissSmply
no way to accurately account for al the variation on these factors and calculate financid ratios
that are somehow more accurate or representative than what we have aready used.

As gated above in Comment 1.G, where Torrington suggests that the Department restate Indian
surrogate producer’ s factory overhead and SG& A expenses, it isthe Department’ s long-stated
policy not to adjust a surrogate producer’ s overhead and SG& A figures. See Notice of Find
Determinations of Sdesa L essthan Fair Vaue Pure Magnesum and Alloy Magnesium from the
Russian Federation (1995 Magnesum Invedtigetion), 60 FR 16440 (March 30, 1995); Chrome-
Pated Lug Nuts from the People's Republic of China: Find Results of Antidumping Duty
Adminidrative Review, 61 FR 58514 (November 15, 1996); Persulfates from the People's
Republic of China: Find Results of Antidumping Adminidirative Review, 64 FR 69494,

62 Seeld. (ABC 2001-2002 Annual Report at 18). ABC earned 0.07 percent interest on its cash bank
deposits (0.03 Laks , 44.39 Laks = 0.0007, which equals 0.07 percent).
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(December 13, 1999). Also see Pure Magnesum from the Russian Federation and the
accompanying Decison Memorandum at Comment 2.

In thisinstance, Peer requests that the Department use the financia ratios which were included in
its case briefs and were caculated using its proposed methodology as summarized in this
Comment. Peer’s methodology requires a line-by-line evaluation for surrogate producer’s
overhead and SG& A expenses. See Peer’s case brief submission at Exhibit 13, dated January
13, 2003.

Pursuant to the Department’ s past practice of not adjusting a surrogate producer’ s overhead and
SG& A figures unless we find a compelling reason, in the final determination of the ingtant
investigation, we did not accept Peer’ s proposed methodology because we find no reason to
deviate from past practice. Rather, we caculated the financia ratios based on four Indian
surrogate producers financid data, using the same methodology asin the Prdiminary
Determination See Comment 1.J above and the find determination FOP Memorandum for
further details.

Regarding Peer’ srequest for a CEP offset, we disagree with Peer because in the instant case
there is smply insufficient information on the record to make a CEP adjustment. For discusson
of thisissue, see Comment 26, below.

Comment 22: Whether the Department Should Use M ore Contempor aneous Electricity
Data

Peer suggests that for purposes of the find determination, the Department vaue dectricity usng
more contemporaneous | ndian government data, rather than relying on information from a 2000-
2001 yearbook compiled by the Tata Energy Research Indtitute to value eectricity (Tata data).
Specificaly, Peer indicates that on December 23, 2002, it put on the record eectricity price
datistics as published by the State Electricity Board (SEBS) and Electricity Department (EDs) of
the Power & Energy Division, in the 2001-2002 Annua Report on the Working of State
Electricity Boards & Electricity Departments (WSEBED). Peer argues that this datais better
than the Tata data because it covers both 2000-01 and 2001-02 data, therefore, it covers the
POI and is contemporaneous, and it is from a public source. Furthermore, Peer proposes that a
smple average method should be used to derive the surrogate dectricity price, first by caculating
the smple annud average price for each year, then taking the ample average of the two annud
averages.®

63 Which will result in Rs 3.20675/Kwh, comparing to the Rs 4.1862/Kwh used in the preliminary
determination.
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Petitioner urges the Department to rglect Peer’ s proposa and vaue eectricity based on revised
1999-2000 data from the most current WSEBED report or, dternatively, use a vaue generated
by averaging the eectricity rate of the Sx Indian states that account for at leest half of India’s
bearing production.

In its case brief, petitioner submits that in the Amended Prdiminary Determingtion, the
Department based its caculation on outdated WP data and calculated a surrogate vaue for
electricity of $0.08798/kwh. According to petitioner, India's WPI underwent amgjor revison in
April 2000 and the old index (1981/1982 = 100) is not strictly comparable to the new index
(1993/1994 = 100). Citing its December 13, 2002, submission, petitioner aleges that the new
index average for 1999/2000 is 168.9, which generates an inflation factor of 1.3407. Applying
this factor to the revised 1999/2000 electricity rate® generates a surrogate value for eectricity of
4.444 Rs/kwh or $0.093/kwh,®® which should be used by the Department in the final
determination, petitioner maintains.

In responding to Peer’ s argument using more contemporaneous India officia data, petitioner
counters that the 2001-2002 WSEBED dectricity data cited by Peer are plan data rather than
actua eectricity prices, thus, they do not represent the actua experience of Indian ball bearing
producers during the POI. In addition, Petitioner points out that there are numerous obvious
errorsin that 2001-2002 plan data. Therefore, it should not be used to caculate a surrogate
vaue for dectricity. %

Petitioner maintains its position that a surrogate vaue for dectricity of $0.093/kwh is most
appropriate because, it arguesthat thisrate is based on actud, revised data for 1999-2000,

%4 Petitioner notesthat the 1999/2000 data from the Energy Data Directory & Y earbook (2000/2001) were
updated in 2001.

% For example, petitioner notes that the 2001-2002 WSEBED report lists an electricity price of 0 paise/kwh
for Orissa, an obvious error. In addition, the price for electricity for the state of Maharashtrais only one-half of the
previous year’s price, and isidentical to the price for the state of Meghalaya. Petitioner alleges that thistoo
represents an obvious input error, asthe rate in Maharashtra has been more than twice the rate in Meghalaya since
1996. Petitioner further counters that Peer did not even attempt to remedy the Maharashtra/M eghalayainput error or
the other absurdly low ED rates. Such corrections are not even possible until actual datafrom the 2001-2002 time
period is made available.
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which were published in the 2000-2001 WSEBED report,®” and is consistent with what bearing
producersin India actualy paid for eectricity during the POI. According to petitioner, the
average cost of eectricity, adjusted to the POI, in the Sx states accounting for at least 48 percent
of Indian bearing production was $0.097/kwh. Furthermore, petitioner argues that $0.093/kwh
IS reasonable comparing to the two Indian companies that reported eectricity costsin their annua
reports, where much higher prices were reported, $0.099/kwh for TIL, and $0.110/kwh for
ABL.

Based on the above, petitioner argues that the Department should either use $0.093/kwh to vaue
electricity or consider using the surrogate vaue of $0.097/kwh generated by the six-state
average., which represents the actud experience of a sgnificant proportion of Indian bearing
producers during the POI.

Department’ s Position:

We disagree with respondent and agree with petitioner in part. In regard to respondent's
argument to use TERI dectricity data, in place of Tata Energy data which we used in the
Prdiminary Determingtion, we find that the TERI data are aless accurate source on which to
base our surrogate vaue for the POI. Specificdly, the TERI data includes eectricity sdesto dl
economic sectors (e.q., domestic, commercid, agriculture/irrigation, indudtrid, etc.), whereas the
Tata Energy is specific to industrid users. Although the TERI data are more contemporaneous,
the TERI data are less accurate than the Tata Energy data since it includes severa additiona
economic sectors. In addition, the Tata Energy data are based on public information and are
consigtent with the Department's gpproach in TRBs XI11 and Manganese Metd from the
People's Republic of China; Find Results of Antidumping Duty Adminidrative Review, 66 FR
15076 (March 15, 2001).

We agree with petitioner's request that the Department maintain its use of the Tata Energy data
asits source to value eectricity. However, we disagree with petitioner that the WP used to
adjust the dectricity surrogate vaue should be updated based on the data source that they
provided. See WPI section above, which outlines the Indian WPI issue. We a0 disagree with
petitioner's request to use a Smple average of eectricity ratesin the six states mentioned above.
The Department normally prefers to use a country-wide electricity rate to reflect a broad-based
cost for dectricity to ensure afar representation of country-wide electricity costs. Therefore, the
Department does not find that an average of dectricity limited to Sx States is more representative

7 petitioner alleges that the revised 1999-2000 data, as published in the 2000-2001 WSEBED report,
generate a surrogate value of $0.093/kwh. Thisvaueisidentical to the value generated using the 1999-2000 datain

the current report.
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than the country-wide rates published by Tata. The Department does not see any reason to
depart from its norma methodology in regard to thisissue.

The Department caculated our surrogate vaue for dectricity based on eectricity rate data from
the Energy Data Directory & Y earbook (2000/2001) published by Tata Energy Research
Indtitute. Thisdataistax exclusive, but includes the fuel cost adjustment. We caculated asmple
average of therates for the "industrid™ category listed for 19 Indian States or dectricity boards.

In order to make this data contemporaneous with the current POI, we adjusted this figure to the
POI using the POI average Reserve Bank of India (RBI) eectricity-specific price index of
226.45 and the April 1999 through March 2000 average RBI of 164.37. We multiplied the
eectricity rate by thisinflator 1.38 (226.45/164.37) to cdculate the surrogate vaues in Indian
Rupees for the POI of 4.19 Rs per Kwh.

Therefore, we have continued to use the same surrogate value for eectricity asin the Prdiminary
Determination For further details, see Find Factors of Production Vauation Memorandum
dated February 27, 2003, on filein the CRU.

Comment 23: Whether the Department Should Use M ore Contempor aneous Data
Involving Full Shipmentsfor Brokerage and Handling Charges

Peer clams that the Department made a repetitive mistake, asit did in TRBs X1V, by using an
absurd brokerage rate of Rs 1.6327/kg ($34.25/MT). According to Peer, numerous parties
have pointed out in this and past cases, the Indian brokerage and handling charges were
caculated on a partid “shipment” of 1,080 kg. Citing Cixing's submission of December 13,
2002, Peer argues that the brokerage value proposed by Cixing, Rs 1.6327/kg ($34.25/MT),
was based on total shipments rather than a partia shipment, and was used in arecent 2000-2001
Crawfish administrative review.%® Therefore, Peer urges the Department to use Cixing's
submitted value as a surrogate value for brokerage and handling because that data is better and
more contemporaneous.

Petitioner clamsthat there are two problems with Peer’ s argument. First, shipments of .08 MT
are not as unreliable as Peer suggests. Further, petitioner dleges that shipments of thissize are
common in the sted industry. Second, petitioner argues that Cixing's proposed vaueis
unreliable. According to petitioner, Cixing's vaue is based on the U.S. salesligting of the public
questionnaire response that Essar Sted submitted in Find Determination of Sdesat Less Than
Fair Vaue: Certain Hot-Rolled Carbon Stedl Flat Products from India, 66 FR 50406-01
(October 3, 2001). Citing a Bulk Aspirin preliminary results and TRBs X1V, petitioner argues

8 Freshwater Crawfish Tail Meat from the People's Republic of China: Notice of Preliminary Results of
Antidumping Duty Administrative Review, 67 FR 63877 (October 16, 2002) (2000-2001 Crawfish). See the September
30, 2002 Factors Vauation Memo at 5-6.
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that the Department has consistently used the questionnaire response submitted by Mdtrall
Enginering in Stainless Bar from India; Finad Results of Antidumping Duty Adminidrative Review
and New Shipper Review and Partid Rescisson of Adminidrative Review, 65 FR 48965
(August 10, 2000) to calculate a brokerage and handling rate.®® Petitioner further daimsthat
Médltroll’ s submission included a breskdown of brokerage and handling chargesinto four
dements port trust charges, a shipping bill handling charge, termina handling charges, and aB/L
handling charge. All but one of these dementsis sgnificantly more expensive then the total
brokerage and handling cost that Essar reported. Petitioner alegesthat Essar’ s data clearly do
not include dl of the brokerage and handling expensesincurred at port. Therefore, petitioner
urges the Department to rgject Peer’ s proposal and continue to use data from Méltroll.

In addition, petitioner dlegesin its case brief that the Department did not use the most current
datawhen it cdculated a brokerage and handling rate in the preliminary determination. Citing
TRB XIV, petitioner requests that, for purposes of the find determination, the Department should
revise its brokerage and handling rate by an inflation factor of 1.147 to 1.6925 Rs/kg.

Department’ s Position:

We agree with Peer and Cixing, and have used the proposed brokerage and handling charges
proposed by Cixing in the find determination. See Cixing's Comment 47 for further detalls.

B. Wanxiang
Comment 24: Surrogate Value for Wooden Packing Pallets, Boxes

Wanxiang clamsthat at verification, the Department established that the packing materia
reported as awooden “palet” is more accurately described as awooden (pine) box and verified
that they weigh more than 40 kilograms on average. Thus, Wanxiang argues that the appropriate
Indian surrogate value is category HTS 4415.10.00 for packing cases and boxes. Wanxiang
aso argues that in the Preiminary Determingtion, the Department estimated that a wooden pallet
weighed 10 kilograms. However, Wanxiang points out that a pine box has four sdes, alid, and
abase or pdlet, which weighs more than awooden palet. Therefore, it is more reasonable for
the Department to use 40 kilograms than 10 kilograms in its caculation in the final determination.

Petitioner states that the Department valued wooden pdlets in the Amended Preliminary
Determination using Indian import data for HTS subheading 4415.20.00 and determined that
these units (boxes) weigh 10 kilograms each. Therefore, petitioner urges the Department to use

69 See Bulk Aspirin from the People’s Republic of China: Preliminary Results of Antidumping Duty
Administrative Review and Changed Circumstances Review, 67 FR 51167 (August 7, 2002).
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this same methodology and vaue in the fina. However, petitioner lso states that the data from
Indian HTS subcategory 4415.10.00 provided by Wanxiang, after the Prliminary
Determination, to caculate the surrogate value of wooden crates are provided on a per-unit
bass. Therefore, petitioner urges the Department to use the surrogate value for wooden crates
of $1.7132/kg per 10 kg for the pine boxes that Wanxiang uses to ship loads of bearings and
whed hubs.

Torrington states that the Department found at verification that WWanxiang reported wooden
pallets as a packing materid when in fact the company used pine boxes. Therefore, Torrington
argues that the Department should restate Wanxiang' s packing expenses to conform to the
results of the verification.

Department’ s Position:

We agree with Wanxiang. We verified that Wanxiang uses pine boxes rather than wooden
pallets for shipping loads of bearings and whed hubs. Because the pine boxes that we are
vauing are more like wooden boxes than pallets, we find that wooden boxes are a better
surrogate.

In the Preliminary Determination, for purposes of converting the Indian HTS subheading
4415.20.00 for wooden pallets, from pieces to kilograms, we determined that a pallet weighed
10 kilograms. We weighed pine boxes at verification and caculated an average weight in excess
of 10 kilograms. In order to determine the kg per box, we cal culated the weighted-average of
the boxes we weighed. Then, we cdculated the surrogate vaue using this weighted-average.
Therefore, the Department determinesthat it is more gppropriate to use the Indian HTS
subcategory 4415.10.00 to derive the surrogate value for wooden pine boxes.

Comment 25: Wanxiang’'s EMQ Bearings

Torrington clams that bearings passing the eectric motor quality (EMQ) test are more desirable
than non-EM Q bearings and the testing costs should be assigned exclusively to units passng the
test for meeting the gpplicable vibration sandard. However, Torrington argues that Wanxiang
did not distinguish the EMQ bearings from the non-EMQ bearings for purposes of reporting its
factors of production. Therefore, Torrington argues, Wanxiang understated the factors for EMQ
type bearings and overstated the factors for the non-EMQ bearings. Torrington suggests that the
Department should determine whether Wanxiang exports only EMQ bearings to the United
States, and if s0, the Department should adjust the normal values of the U.S. products to reflect
the full testing cods.

Wanxiang states that the EMQ bearing separates from other products during the vibration tet,
and there are no additiona processing activities associated with the production of EMQ bearings.
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Furthermore, Wanxiang states that there is no cost difference in terms of |abor and machine hours
for EMQ bearings versus non-EMQ bearings, and thus there is no difference in terms of the
factors of production between EMQ bearings and other bearings. Therefore, Wanxiang argues
that there is no adjustment to be made to Wanxiang' s reported costs related to EMQ bearings.

Department’ s Position:

We disagree with Torrington. Thereis no evidence on record of materid and measurable
differences between EMQ and other bearings. For further discussion on labor hours, eectricity
and overhead, see Wanxiang's Verification of Certain Bal Bearings and Parts Thereof from the
People' s Republic of Chinato James Terpstrafrom the Team, dated December 20, 2002
(Wanxiang Verification Report, PRC). The dightly additiond labor hours, eectricity, and
overhead that might be attributable to EMQ testing are already incorporated into the factors for
direct and indirect labor, dectricity, and overhead. Therefore, thereis no need to separately
caculate the factors of production attributable to EMQ testing, as Torrington suggests.

Comment 26: Wanxiang's CEP and Commission Offset

Wanxiang argues that the Department falled in the Prdliminary Determinationto grant the
company an offset for its CEP sdesin the United States and commissionsiit incurred on some of
those sdes. Wanxiang daims that there are few sdlling functions and activitiesinvolved in the
transactions between Wanxiang Chinaand Wanxiang America. Wanxiang contends that virtualy
al bearings sold by Indian producers were sold by uneffiliated parties, and that these transactions
were a amore advanced LOT, involving sgnificant additiond sdlling functions and activities, than
the congtructed U.S. transactions used as the basis for net U.S. price. However, because there
isno way to calculate aleve of trade adjustment in a non-market economy case, and because
Wanxiang incurred commissions only in the U.S. market, Wanxiang asserts that the Department,
in caculating normd vaue (NV), should be deducting from the SG& A surrogate va ue an amount
equa to Wanxiang America s CEP sdling expenses and commissions deducted in the caculation
of thenet U.S. price.

Petitioner counters that Wanxiang does not cite to any facts on the record that confirm its
assertions that Indian producers sales occur at adifferent LOT than its sdes to the United States
in away that affects the comparability of their prices. Petitioner points out that the Department
grants offsetsin only limited circumstances that are not present in this case. Petitioner states that
aLOT adjusment is gppropriate only when norma vaue is caculated at adifferent LOT from
that of the constructed export price, the record shows that these sales occur at different
marketing stages, and that these differences have an effect on price comparability. Assuming the
record shows different LOTs, a CEP offset is gppropriate when aforeign producer makes CEP
sdesto the U.S. market and normal valueis established a a LOT which condtitutes a more
advanced stage of digtribution than the LOT of the constructed export price.
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Petitioner argues that the data available do not provide an appropriate bassto makea LOT
adjustment. The CEP offset is capped at the amount of indirect expenses deducted from the
U.S. CEP transactions. Petitioner so argues therefore that Wanxiang failed to satisfy their
burden of establishing that they are entitled to a CEP offset. Thus, the Department should reject
their request for such an offset.

Petitioner sates that dthough the existence of subgtantid differencesin sdlling activitiesisa
prerequisite to a determination that the sles are occurring a different levels of trade, the
presence of these activities is not a sufficient condition for determining that these sles occur at a
different LOT. Petitioner counters that WWanxiang does not point to any evidence in the record to
show that it does not pay commissions onitssdesin Chinaor that Indian producers do not pay
such commissions. Consequently, both petitioner and Torrington argue that the Department
should rgect Wanxiang' s request for a commission offst.

Department’ s Position:

We disagree with Wanxiang. Section 351.412(f) of the Department’ s regulations provides that
the Secretary will grant a CEP offset only where (i) NV is compared to CEP price; (i) NV is
determined a a more advanced LOT than the CEP,; and (iii) the data available do not provide an
gppropriate bass to determine whether the difference in the LOT affects price comparability. In
the ingtant case, there is Smply insufficient informeation to make these adjustments. The sdling
expensesin NV that would be subject to these adjustments are represented in an aggregate level
inthe SG& A of surrogate producers financid statements, and there is no way to accurately
break out salling expenses detail to make an accurate adjustment.

Although Wanxiang argues that trade in Indiawas a a more advanced leve than trade in China,
and involved sgnificant additiond selling functions and activities, than the congructed U.S.
transactions used as the basis for net U.S. price, no evidence to support this argument was
submitted on the record. The Department’ s determination to make aLOT adjustment, which in
turn determines whether a CEP offset iswarranted, is a fact-based examination of information
placed on the record to determine whether such an adjustment is appropriate. Substantia
differencesin sdling activities are a necessary, but not sufficient, conditions for determining that
thereisadifferenceinthe LOT. See 19 CFR § 351.412(b)(2).

While the statute requires certain adjustmentsto U.S. price, corresponding adjustmentsto NV
are only required upon a sufficient showing that differences exigt judtifying the adjustment. See
section 773()(7). Inthiscase, the only information we have about selling expensesisthe
financia statements of the Indian producers. These do not specify whether Indian home market
sdesare a any paticular LOT or include any particular sdlling expenses. Therefore, we do not
have any bas's upon which to determine whether any adjustment to the surrogete expensesis
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appropriate. See Notice of Find Determination of Sdes a L essthan Fair Vaue: Bicydesfrom
the People€' s Republic of China, 61 FR 19026, 19031 (April 30, 1996) (China Bikes).

Regarding Wanxiang' s argument for acommission offset, pursuant to 19 CFR 8§ 351.410(e), the
Department normaly will make a reasonable dlowance for other sdling expensesif areasonable
alowance for commissionsis being made in one of the markets under consderation. The amount
of such dlowanceis limited to the other selling expenses incurred in the one market or the
commissions dlowed in the other market, whichever isless. However, in thisinvestigation, the
Department is unable to determine the commission leve in the surrogate country, and, therefore,
is unable to apply the commission offset cap.

Comment 27: Wanxiang's Steel and Scrap Data

Petitioner asserts that Wanxiang has failed to supply accurate stedl and stedl scrap data.
Therefore, petitioner urges the Department to rgject these data and, in accordance with 19
C.F.R 8351.308, to use adverse inferences where necessary.

Torrington clams that the Department’ s Wanxiang Verification Report, PRC at page 21 suggests
that Wanxiang has under-reported its sted use. Torrington posits that the Department should
add the gppropriate quantities and assign vaues in the find margin caculaionsto correct the
under-reported steel use.

Wanxiang counters that there is no basisin the record for the Department to use adverse
inferences regarding its steel use and scrap as suggested by petitioner. Moreover, Wanxiang
clamsthat the Department verified its reported data and found that it had over-reported stedl
usage by reporting afactor for an eadtic circlip for CONNUM 71, when in fact that model does
not contain an dagtic circlip. Wanxiang sates that the Department should usein the find
determination the revised FOP and U.S. sdles data files submitted on December 20, 2002.
According to Wanxiang, these data files reflect al required corrections to its data, including those
contained in verification exhibits. Thus, no further corrections need to be made by the

Department.

Department’ s Position:

We disagree with petitioner. Wanxiang reported in its November 5, 2002 questionnaire
response that for model 513016 it had used an eladtic circlip. However, a verification, we noted
that thismodd does not contain an eadtic circlip as acomponent. See Wanxiang Verification
Report, PRC at page 18. The Department did not find any other discrepancies with respect to
thismodd. Therefore, we do not find that Wanxiang failed to supply accurate stedl and sted!
scrap data. As such, thereis no basis for the Department to apply an adverseinference. The
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Department will use, in the Fina Determination, Wanxiang'srevised FOP and U.S. sdles data
files submitted on December 20, 2002.

Comment 28: Wanxiang's Brokerage & Handling

Petitioner Sates that in the Amended Prdiminary Determination, the Department used the
questionnaire response submitted by Mdtroll Engineering in Stainless Bar from Indiac Find
Results of Antidumping Duty Administrative Review and New Shipper Review and Partid
Rescisson of Adminigrative Review, 65 FR 48965 (August 10, 2000) to caculate a surrogate
vaue for brokerage and handling, plus an inflation factor. However, according to petitioner, the
Department did not use the most current WPI data to calculate the inflation factor. Therefore,
petitioner urges the Department to revise its inflation factor and surrogate brokerage factor using
the most current WP data.

Wanxiang counters that the Department correctly noted in the Prdiminary Determingtion, and
confirmed at verification, that Wanxiang's brokerage and handling was included in the ocean
freight expense charged by its market economy shipper.

Department’ s Position:

We agree with Wanxiang. In the Preliminary Determination, the Department used the market
economy prices paid during the POI by Wanxiang because a representative portion of
Wanxiang' s exports of the subject merchandise to the United States was shipped by market
economy carriers and paid for in market economy currency. Therefore, it isinappropriate to
aoply asurrogate vaue to this factor for Wanxiang. Regarding the inflation factor, the
Department has updated the Indian WP data based on the IMF series and incorporated this
WH initscaculaionsfor dl factor vaues that required the gpplication of the WH! in the
preliminary determination. For further discussion on thisissue, see the Find Determination
Vauation Memorandum from the Team to the File (Vduation Memorandum), dated February
27, 2003.

Comment 29: U.S. Inland Freight

Petitioner argues that in the Amended Preliminary Determination, the Department provided
vauesfor inland freight, but did not creete different values for inland freight within the United
States and inland freight within China.  Petitioner urges the Department to use information from
the Maersk Sedland internet website, as best information available on U.S. inland freight, to
generate pecific inland freight vaues for freight within the United States.
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Wanxiang rebuts that the petitioner’ s argument is ingpplicable to Wanxiang because U.S. inland
freight ispaid to U.S. carriersin dollars and reported on atransaction-specific basis. Therefore,
the Department correctly based Wanxiang's U.S. inland freight on Wanxiang's actud expenses.

Department’ s Position:

We agree with Wanxiang. In the Preliminary Determination, the Department used the market
economy prices paid during the POI by Wanxiang in amarket economy currency. Therefore, it
Isingppropriate to apply a surrogate vaue to this factor for Wanxiang in the find determination.

Comment 30: Ocean Freight

Petitioner states that in the Amended Prdiminary Determination, the Department caculated a
surrogate vaue for ocean freight and adjusted it by an outdated inflation factor of 1.0196.
Petitioner urges the Department to use the more current and accurate inflation factor of 1.020359
based on Haver’s updated Indian WPI series.

Wanxiang rebuts that the petitioner’ s argument is inapplicable to Wanxiang because, asthe
Department verified, Wanxiang's ocean freight expense was paid to market economy shippersin
United States.

Department’ s Position:

We agree with Wanxiang. See Wanxiang's Brokerage & Handling comment, above.
Comment 31: Computer Programming Error (ELASCLP2)
Wanxiang damsthat in the Amended Preliminary Determingtion, the Department failed to

multiply the distance to the factory (ELASCDIS) by the factor vaue for ELASCLP in cdculating
the vaue for dadtic circlips (ELASCLP2).

Petitioner did not comment.

Department’ s Position:

We agree with Wanxiang. This programming error has been corrected in the fina determination.
Comment 32: Steel Typefor Ringsand Balls

Wanxiang argues thet in the Prdliminary Determination, the Department did not consistently
identify the correct sted type used for rings and bals. For example, according to Wanxiang, the
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Department identified al modds as having been made from sted tube. However, some modds
used bal bearing sted bar, while others used sted tube. Wanxiang claims that the Department
should use the information reported in the STELTY PE fidd to identify the correct sted type for
each component.

Petitioner states that Wanxiang has submitted FOP and U.S. Sales data severa times, and the
firg four submissons did not include the STELTY PE fidd. Therefore, petitioner urgesthe
Department to pay particular atention to ensure that Wanxiang actudly reported the correct stedl
typeinthe STELTYPE fidd. In addition, petitioner states that the manufacturing of inner and
outer rings from stedl bar, as opposed to stedl tube, requires additiond labor hours and greater
sted usage, hence the Department should ensure that Wanxiang's stedl and labor usage rates for
rings made from sted bar reflect these extra production costs.

Department’ s Position:

We agree with petitioner, in part, that Wanxiang did not include the STELTYPE fidd in itsfirst
submissions. However, inits July 15, 2002 questionnaire response at page D-9 and its
September 4, 2002 questionnaire response at page 1, Wanxiang provided, in chart form,
information pertaining to the type of sted used to manufacture inner and outer rings and stedl
bals, from which the Department derived the surrogate vaues in the Prdiminary Determination
In its October 28, 2002 submission, Wanxiang presented the stedl type datain the STELTY PE
fidd. Thus, Wanxiang did not submit new information, but rather presented the sted type datain
adifferent format. However, we noted that the sted type dataisincomplete. Therefore, in the
find determination, the Department used the information reported in the STEL TY PE field to
identify the stedl type, but where thisinformation isincomplete, the Department used the data
from the Prliminary Determingtion to identify the sted type.

Comment 33: Steel Wire Rod (for Balls)

Wanxiang gates that in the Preiminary Determingtion, the Department used the Indian HTS
7228.30.19 for modesthat used ball bearing stedl wire rod for balls. Wanxiang contends that
the Department used a surrogate value based on Indian import datafor HTS 7227.90.11 for
other respondents. Therefore, the Department should apply this same surrogate vaue to
Wanxiang.

Petitioner asserts that the Department’ s use of Indian import data for HTS subheading
7227.90.11 to caculate a surrogate value for stedl rods used for ballsis a departure from
precedent. Petitioner clamsthat in past cases involving TRBs from China, the Department used
the HTS subheading 7228.50.09 to calculate the surrogate value of stedl rod for rollers (the TRB
equivaent of balls). Petitioner states that it is unclear why the Department opted to depart from
precedent in thisinvestigation and use HT'S subheading 7227.90.11, which includes hot-rolled
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products that are not cold-finished. Petitioner urges the Department to continue its past
precedent and to use the more reliable data from HTS subheading 7228.50.09 to vaue sted!
wire rod for balls.

Torrington contends that to be classifiable under heading 7227, the bars or rods must be both in
coilsand hot-rolled. If they are not hot-rolled, they would be classified under heading 7228,
which does not distinguish between products in coils and not in coils. Therefore, Torrington
rebuts that if the Department can not establish that Wanxiang uses hot-rolled sted coils for bals,
then the Department should use the higher of the Indian import prices for HS 7227.90.11 and
HS 7228.50.09.

Wanxiang counters that the Department should reject petitioner’ s request to value steel wirerod
for balls based on Indian import prices for HTS subheading 7228.50.09. Wanxiang states that
even if the Department has on occasion used HTS 7228.50.09 for rollers, as petitioner suggests,
rollersare not bals. According to Wanxiang, the Department has consstently used HTS
subheading 7227.90.11 for bdlls.

Department’ s Position:

We agree with Wanxiang, in part, that in the Preliminary Determination, the Department used
Indian import datafor HTS 7227.90.11 for mode s that used ball bearing stedl wire rod for balls
for other respondents, but not for Wanxiang. In the Prdiminary Determination, the Department
used Indian HTS 7228.30.19 (hot-rolled bar/rod for rings) to vaue bals for Wanxiang because
Wanxiang's September 4, 2002 questionnaire response showed that SAE 52100 steel round bar
was used to produce inner and outer rings, and balswith adiameter of 5-11mm. At verification,
we noted that Wanxiang uses stedl coilsto produce smal bals and that larger bals were made
with sraight sted bars. See Wanxiang Verification Report, PRC at page 11. Inthefind
determination, for models that used ball bearing sted wire rods for bals, we derived the
surrogate vaue by applying a smple average of Indian HTS subheadings 7227.90.11 and
7227.90.12; for models that used stedl bars for balls, we used import datafor Indian HTS
7228.30.19.

Comment 34: Surrogate Value for SAE 1045 Plain Carbon Sted for Hubs, Spindles and
Circlips, Bolts

Wanxiang argues that the Department should value its SAE1045 plain carbon sted &t the pricesiit
paid to suppliers outsde of China. Wanxiang contends that if the Department decidesto
cdculate asurrogate vaue for SAE1045 plain carbon sted for hubs, spindles, circlips, aswell as
bolts, the most gppropriate matching tariff category isIndian HTS number 7214.99.09, which
covers non-aloy bars and rods of the type imported by Wanxiang. Wanxiang aso contends that
Indian import vaues datafor HTS 7214.99.09 is deficient, as evidenced when compared to U.S.
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import values for the equivalent category. Thus, Wanxiang contends that the Department should
use the surrogate value for plain carbon sted for Japanese export values to Indonesia, or the data
for Japanese exports to the world (HTS category 7214.99.150).

Petitioner counters that although SAE 1045 sted can be used to manufacture hubs and spindles
for earlier generation whed hub units, this grade of sted isrardly used in higher generation whed
hub units. Petitioner, therefore, urges the Department to confirm that Wanxiang's third
generation whed hub units are actualy made of SAE 1045 steel and not of a higher carbon
content steel. Petitioner dso counters that the Japanese exports to Indonesia, for HTS
subheading 7214.99.150 surrogate value, suggested by Wanxiang is aberrational because the
vaue derived from Japanese exports to Indonesiais less than hdf the vaue of Japanese exports
to the world for that same HTS subheading. Moreover, petitioner clamsthat 92 percent of
Japanese exports to Indonesiain category 7214.99.150, by vaue, occurred in December 2001,
indicating that these data are unreliable. Petitioner claims that Wanxiang's proposal for the
Department to use Japanese exports to Indonesiawould require the Department to deviate from
its customary practice of usng the scrgp surrogete vaue from the same importing country asthe
surrogate vaue data. Thus, petitioner urges the Department to use the same methodology it used
in the Amended Preliminary Determination

Torrington states that the Department should use an gppropriate dternative surrogate vaue for
the Find Determination  Torrington argues that the Department should not use Japanese exports
to Indonesia because they are incons stent when compared with the mgority of Japanese exports
during the POI. Torrington also arguesthat if the Department decides to use Japanese exportsto
the world, the two highest and two lowest values should be excluded.

Department’ s Position:

We determine to use the import data on the record from Indian HTS 7214.99.09 for surrogate
vaue purposes for Wanxiang's SAE 1045 plain carbon sted.  We determine not to use the
import data that we used in the Preliminary Determingtion (data from Indian HTS 7227.90.19)
because Wanxiang reported in its November 5, 2002, supplementa questionnaire response that
ST12 stedl is consistent with the written description of HTSUS subcategory 7214.99.00.30,
which pertains to non-dloy sted rather than dloy sted. See page 6. This HTSUS subcategory
pertains to “other bars and rods of nonaloy sted, not further worked than forged, hot-rolled, hot
drawn or hot-extruded but including those twisted after rolling.” At verification, we did not
attempt to corroborate the information reported in its November 5, 2002, supplemental
questionnaire response or Wanxiang's clam that the SAE 1045 sted it used isnon-dloy sted.
Therefore, we determine that the use of Indian HTS 7214.99.09 is warranted because, whereas
Indian HTS 7227.90.19 pertains to imports of dloy sted, Indian HTS 7214.99.09 covers non-
aloy barsand rods. Using the Indian HTS 7214.99.09 data on the record is preferable to
adopting Wanxiang's proposal of using Japanese export statistics or Petitioner’s proposal of
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using the same methodology that we used in the Prdliminary Determination  For further andysis,
see the Factor of Production Vaues Used for the Find Determination Memorandum, dated
February 27, 2003, on filein the CRU.

Comment 35: Surrogate Valuefor SAE 1566 Structure Carbon Stedl for Certain Outer
Ringsand Spindles

Wanxiang clamsthat in its FOP data, it reported HTSUS category 7214.99.00.45 in the field
STSPEC for models of outer rings and/or spindles made from SAE 1566 structure carbon stedl.
However, the Department used Indian HTS 7227.90.19 for the surrogate vaue for these parts,
which isinappropriate because this category isfor “other dloy” while SAE 1566 sed isanon-
aloy sed. Wanxiang contends that the Indian HTS does not contain a category that more
accurately matches SAE1566 sted than Indian HTS 7214.99.09, which is unreliable as noted
above. Therefore, Wanxiang suggests that the Department should base the surrogate vaue on
Japanese export values to Indonesia for Japanese HTS 7214.99.190 because there were no
Japanese exportsto Indiafor thisHTS category. Alternaively, Wanxiang suggests thet the
Department could gpply the surrogate value used for SAE1045 sted to the few modelsthat are
produced from SAE 1566 stedl.

Petitioner rebuts that the problem with Wanxiang' s approach is that HTSUS subheading
7214.99.00.45 covers only hot-rolled stee. However, according to petitioner, SAE1566 can
also be cold-finished. Petitioner argues that because the Department does not have a scrap value
for Indonesa it should not use a sted value for Indonesia. Petitioner clamsthat it isthe
Department’ s practice is to use the scrap surrogate va ue from the same importing country asthe
surrogate vaue data. Therefore, petitioner urges the Department to follow the processit used in
the Preliminary Determination and ca culate the surrogate vaue using Indian import detafor HTS
subheading 7227.90.19. However, petitioner states that if the Department decides to use anon-
aloy sted bar to vaue this high-manganese carbon sted, it can use Japanese exports to the
world of HTS subheading 7214.99.190.

Torrington states that the Japanese export values to Indonesia for Japanese HTS 7214.99.190
must be rejected as aberrationd; it is aso less than half of the value of the U.S. benchmark.
Torrington dso states that the vaue of Japanese exports to the Philippines, which is one of the
potential surrogates considered by the Department, is close to the average value of al Japanese
exports, and is aso closer to the U.S. benchmark than the value of exportsto Indonesia. Thus,
Torrington suggests that the Department use Japanese exports of HTS 7214.99.190 gted to the
Philippines as the surrogate value for SAE 1566 sted.

Department’ s Position:
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We determine to use the import data on the record from Indian HTS 7214.99.09 for surrogate
va ue purposes for Wanxiang's SAE 1566 plain carbon sted. We determine not to use the
import data that we used in the Preliminary Determination (data from Indian HTS 7227.90.19)
because Wanxiang reported in its November 5, 2002, supplementa questionnaire response that
SAE 1566 gted is consstent with the written description of USHTS subcategory 7214.99.00.45,
which pertains to non-alloy sted rather than dloy sted. See page 6. This USHTS subcategory
pertains “ Other bars and rods of nondloy stedl, not further worked than forged, hot-rolled, hot
drawn or hot-extruded but including those twisted after rolling.” At verification, we did not
attempt to corroborate the information reported in its November 5, 2002, supplemental
guestionnaire response or Wanxiang's clam that the SAE 1566 sted it used is hot-rolled non-
dloy sted. Conseguently, there is no information on the record which can be used to confirm
petitioner’ s claim that Wanxiang may have used sted that was cold-rolled rather than hot-rolled
SAE 1566. Therefore, we determine that using Indian HTS 7214.99.09 is warranted because,
whereas Indian HTS 7227.90.19 pertains to imports of hot-rolled aloy sted, Indian HTS
7214.99.09 covers hot-rolled non-alloy bars and rods. Use of Indian HTS 7214.99.09 data on
the record is preferable to adopting Wanxiang's proposal of using Japanese export statistics or
petitioner’ s proposd of using the same methodology that we used in the Prdliminary
Determination. For further analys's, see the Factor of Production Vaues Used for the Fina
Determination Memorandum, dated February 27, 2003, on filein the CRU.

Comment 36: Surrogate Valuefor Sted Bar (for Rings)

Wanxiang argues that if the Department does not use market economy purchase prices that
Wanxiang's paid to its market economy supplier, then as a surrogate vaue, the Department
should use Japanese export vaues to Indonesia (Japanese HTS category 7228.30.900) rather
than the Indian import prices (Indian HTS 7228.30.19) suggested by petitioner and used by the
Depatment in the Prliminary Determination  Wanxiang contends that the surrogate va ues used
by the Department in the Prdliminary Determination are aberrational because the Indian vaues for
these imports were sgnificantly higher than the U.S. values, which specificaly related to bearing
qudity sted. Wanxiang aso contends that Japanese export prices to Indonesia provide a
surrogate vaue thet is very close to the U.S. benchmark range, and to the price it paid to its
arm'’s length market economy supplier.

Petitioner rebuts that neither the Indian import vaue that the Department used in the Preliminary
Determination nor the value of Japanese exportsto Indiais aberrationa. Therefore, petitioner
urges the Department to continue to use Indian HTS subheading 7228.30.19 to vaue sted bars
for ringsin thefind determination. However, if the Department decides not to use the Indian
data, petitioner urges the Department to use Japanese exportsto India.

Torrington disputes Wanxiang’ s arguments that the Indian import prices used by the Department
in the Prliminary Determinetion are aberrationd, the quantities involved are too smdll, or that the
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prices of Japanese exportsto Indonesia are closer to the U.S. benchmark range to the actual
prices paid by Wanxiang to its market-economy supplier.

Department’ s Position:

We disagree with Wanxiang that the Department should use the prices that Wanxiang clams are
market economy purchase prices. Aswe explained in the Department’ s position in comment 8,

we determined not to use Wanxiang's market economy prices. In addition, as explained above,
Indiais our surrogate country.

We ds0 disagree with Wanxiang' s argument that the Indian data are aberrationd. Our andysis
of the Indian HTS data indicates that athough there is some variation in the average unit vaues
from different countries, there is no indication of aberrationa data, such that certain data should
be disregarded. For further analys's, see Factor of Production Vaues Used for the Find
Determination Memorandum, dated February 27, 2003, on file in the CRU.

The Indian subheading 7228.30.19 contains data from a variety of countries at a variety of
prices. In addition, the Department rejects Wanxiang's argument that the data should be
consdered aberrationa based on a determination made in TRB's. The facts of that case are
different from the ingtant case. Thus, we have continued to vaue sted bar for rings based on
HTS subheading 7228.30.19 for the find determination.

Comment 37: Surrogate Valuefor Steel Tube (for Rings)

Wanxiang argues that for bal bearing stedl tube for rings, the Department should exclude from
the Indian data under Indian HTS 7304.59.01 vaues that are aberrationa or should use Indian
export pricesto the United States under U.S. HTS 7304.59.10. Wanxiang asserts that the
Indian HTS vaue used by the Department exceeds the highest vaue in the U.S. benchmark
range by 38 percent, which renders the data unrdiable and unusable as a source for surrogate
vaues.

Petitioner counters that data under Indian HTS 7304.59.01 are not aberrationa and urges the
Department to continue to use this datain the final determination. Petitioner agrees with
Wanxiang that the surrogate value for hot-rolled tube should be used where Wanxiang used tube
to manufacture the inner and outer rings. However, petitioner cautions that the Department
should be aware that the amount of labor that Wanxiang reported for the manufacturing to these
tubesisboth low and irregular. Petitioner, therefore, urges the Department in the fina
determination to make certain that Wanxiang's labor rates for rings manufactured from hot-
rolled tube are accurate.

Torrington counters that the Department should rgject Wanxiang's argument.
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Department’ s Position:

We disagree with Wanxiang that the Department should exclude certain data from the Indian
import data or that we should use Indian export prices to the United States. Our analysis of the
data indicates that athough there is some variation in the average unit values from different
countries, thereis no indication of aberrationa data, such that certain data should be disregarded.
For further analys's, see Factor of Production Vaues Used for the Final Determination
Memorandum, dated February 27, 2003, on filein the CRU.

The Indian HTS subheading 7304.59.01 identifies imports from multiple countries a avarying
range of prices, which are based on various import volumes. As previoudy stated, the facts of
TRB'’s are different from this case, therefore we have based our decision on the datain the
ingant case. Thus, we will use Indian import data for HTS subheading 7304.59.01 to value
Wanxiang's sted tube for rings.

Comment 38: Surrogate Valuefor Cold-Rolled Steel for Shields, Cages, Rubber Seals,
Rivets

Wanxiang argues that the Indian HTS 7209.16.00 the Department used for the surrogate values
for sted for shidds, cages, and rubber sedls are gpplicable only to flat-rolled product in coils, and
not the sted used by Wanxiang. Wanxiang asserts that based on the thickness of the sted it

uses, the appropriate matching categories are Indian HTS 7209.27.00 for grade ST12 and
7209.28.00 for grade O8F sted. However, if the Department finds there is an insufficient
quantity of importsin Indian HTS 7209.28.00 to yidd a usable surrogate value, then the
Department should use Indian HTS 7209.27.00 for both categories of sted since the two
Chinese grades are amilar.

Petitioner counters that Indian HTS subcategory 7209.28.00.00 proposed by Wanxiang to value
08F gted includes only 60.9 tons of imports and only one month of shipments in excess of one
ton. Thus, according to petitioner, it provides insufficient data for the Department’ s calculation of
aded surrogate vaue. In addition, petitioner points out that the Department’ s verification report
for Wanxiang does not address whether Wanxiang uses plain carbon sted grades for shiddsand
cages. For these reasons, petitioner urges the Department to regject Wanxiang' s arguments and
to maintain its pogtion in the Fina Determination

Torrington counters that both ST12 and 08F are low carbon steels and based on the carbon
content, the applicable tariff classfication should be 7211.23, which appliesto sted with a
carbon content lessthan 0.25. Thus, the Department should use Indian import gatisticsfor HTS
7211.23 for the find determination.
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Department’ s Position:

We agree with Wanxiang and determine to use the import data categorized under Indian HTS
7209.27.00 and Indian HTS 7209.28.00 for calculating surrogate values for Wanxiang's ST12
sted and O8F sted, which Wanxiang used for shields, cages, rub sedls, and rivets. Inthe
Priminary Determination, we used import data from Indian HTS 7209.16.00, which pertains to
items described as * Hat-rolled products in coils not further worked than cold-rolled (cold-
reduced) of thickness greater then 1 mm but less than 3mm.” We determine not to use the
import data that we used in the Prliminary Determination because Wanxiang reported in its
November 5, 2002, supplemental questionnaire response that ST12 sted is congstent with the
written description of HTSUS category 7209.27.00.00 and O8F stedl is consistent with the
written description of HTSUS category 7209.28.00.00. See page 6. These categories pertain
to cold-rolled sted between 0.5 mm and 1 mm in thickness and less than 0.5 mm in thickness
repectively. At verification, we did not attempt to corroborate the accuracy of the information
reported in its November 5, 2002, supplementa questionnaire with regard to the thickness of the
ST12 gted and 08F sted Wanxiang used. Consequently, there is no information on the record
which can be used to confirm petitioner’ s concern that Wanxiang may have not used plain carbon
sted for the production of shields and cages. With regard to Torrington’s contention that the
Department should use import data from Indian HTS 7211.23 rather than datafrom the HTS
reported by Wanxiang, we note that the Indian HTS 7209.27.00 and HTS 7209.28.00 pertain
to sted of any carbon content.

We disagree with petitioner and Torrington that import data for Indian HTS 7209.28.00 are
deficient and therefore unusegble. The quantity of imports listed for the POl under Indian HTS
7209.28.00 are aufficiently large for caculation of the surrogate value for Wanxiang use of O8F
ged. For further andyss, see Factor of Production Vaues Used for the Final Determination
Memorandum, dated February 27, 2003, on filein the CRU.

Comment 39: Empty Whed Hub Units

Petitioner states that empty whedl hub units should be included in the scope of thisinvestigation
because the petition expresdy dates that whed hub units incorporating bals as the rolling e ement
are among the covered antifriction bearings and parts thereof, except those unfinished parts that
require heat trestment after importation. Petitioner contends that excluding empty whed hub
units would alow exporters and importers to easily circumvent an antidumping duty order thet
covers finished whed hub units that incorporate bals as the rolling eement. Moreover, because
the empty whed hub units can be used interchangegbly, petitioner clamsthat it is not possble for
Wanxiang to demondrate that a given shipment of empty whed hub unitsis “dedicated for use” in
finished whed hub units incorporating tapered rolling bearings and will not ultimately be used in a
bal bearings goplication. Thus, to avoid these risks and uncertainties, petitioner argues that the
Department should include dl empty whed hub units within the scope of itsfind determination.
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Wanxiang did not respond to this comment.

Department’ s Position:

In the Prdliminary Determination, the Department included whed hub units in the scope of the
investigation and stated that it would address this issue further prior to making afind
determination. At Wanxiang's verification, company officids used an empty whedl hub unit to
demondtrate that the base of the unit can be used with either bal bearings or tapered bearings as
the ralling dement. See Wanxiang Verification Report at page 11. We did not notice any
physica characteridtic in the base unit that would limit the use of an empty whed hub unit to balls.
Because empty whed hub units could potentidly incorporate bdls as the rolling el ement after
importation, we determine that such merchandise is included within the scope of thisinvestigation.

C. Cixing

Comment 40: The Department Made an Error in Calculating the Regression-Based
Wage Ratefor China

Cixing argues that the Department made an error in caculating the regression-based wage rate
for Chinain its recent September 2002 revison of the hourly wage rate. Specificdly, Cixing
maintains that in its regresson analys's, for 2 out of 12 countries for which wage earners and
employees datawere available (i.e., Belgium and Norway), the Department incorrectly used the
employees datainstead of wage earners data. Cixing argues that the use of the employees
datain these two instances is inappropriate because the bulk of the labor incurred in
manufacturing bearings is by low-level factory workers performing manud tasks. Accordingly,
the Department should use the wage earners data because it represents income for manual or
production workers, while the employees data reports income for non-manua workers.
Furthermore, argues Cixing, using the employees sdary datafor Norway and Belgiumis
incons gtent with the Department’ s own methodol ogy, which was to use wage earners data
when both wage earners and employees data were available,

Inits case brief, Cixing provided a new regresson analyss using the wage earners data for
Belgium and Norway. Cixing arrived a awage rate of $0.825 per hour for China, which Cixing
argues should not be rounded, since it would lead to further inaccuracies when multiplying by the
factors of production, some of which have more than six decimad places. Cixing stresses that the
use of the current wage rate of $0.84 per hour would incorrectly inflate any potentid dumping
margins.

Petitioner and Torrington rebut Cixing's assertion, stating that there are severd reasons why the

Department should continue to use the established wage rate of $0.84 per hour in the fina
determination. Firg, petitioner argues that the wage earners data for Belgium and Norway are
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not religble. Namely, petitioner points out that the wage earners data for Belgium is more
volatile than its employees data, and, in the case of Norway, the wage earners rates are
conggtently higher than the employees’ rates, suggesting inaccuraciesin the Norwegian wage
eaners data Therefore, petitioner argues, because of the possibility of inaccuraciesin the
Belgian and Norwegian wage earners  data, the Department was judtified in usng the countries
respective employees data to calculate a regression-based wage rate for China

Next, petitioner maintainsthat it is not gppropriate for the Department to recal culate the
established regresson-based wage rate in the context of the instant investigation. Petitioner
submits that the Department has established the Chinawage rate, has published this rate as the
gppropriate rate in investigations involving China, and has been usng this rate Snce September
2002 in this and other invedtigations. In caculating thisrate, the Department utilized employees
data from 36 countries in addition to Belgium and Norway, which, petitioner points out, Cixing
did not clam contained any inherent problems. Moreover, petitioner contends that in order to
determine whether to revise the Chinalabor rate, the Department would need to consider al of
this information on a country-by-country basis, and such areview must occur outside of the time
condraints of the ingtant investigation.

Furthermore, petitioner asserts that Cixing' s request that the wage rate be rounded to the third
decima point should aso be rgjected. Petitioner Satesthat it is the Department’ s practice to
round regression-based wage rates to two digits, and it should continue to do so in the instant
invedtigation.

Department’ s Position:

We agree with Cixing that we inadvertently used employees datafor Belgium and Norway
instead of the wage earners data for those countries when cdculating the NME wage rate. We
have corrected this inadvertent error.

However, we disagree with Cixing that we should round the wage rate to the third decimd place.
Since the reported numbers are themsalves rounded, carrying the numbers further than two digits
would not increase precison. We have rounded the numbersin a manner thet is consstent with
the underlying wage rates used to determine the PRC wage rate. Therefore, the corrected wage
rate for Chinaiis $0.83 per hour, and we have gpplied this new rate in our margin caculaions for
the find determination.

Comment 41: Cixing'sMarket Economy Purchases of Balls
Cixing gtates that in the Amended Preliminary Determination the Department did not use the

company’s actua market purchase prices for stedl balls imported from Japan due to some
clerica incongstencies on its market purchases worksheet. However, Cixing has corrected its
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market purchases worksheet for balls and provided copies of dl invoices and payment records.
Cixing notes that its market economy purchases of bals are Sgnificant. Additiondly, Cixing
urges the Department to use a diameter-specific welghted-average market price per kilogram
when vauing each bal sze. Where Cixing did not purchase the exact diameter bal from Jgpan,
the company recommends that the Department apply Cixing's weighted-average bal cost for dl
diameters.

Petitioner and Torrington counter that the Department should continue to utilize the methodology
it gpplied in the Amended Prdiminary Determination Petitioner arguesthat it has no indication
that the concerns regarding Cixing's market economy purchases of balls have been addressed
snce the Amended Prdliminary Determination Moreover, Torrington maintains that areview of
Cixing's FOP submissions indicates that the percentage of market economy purchases of balls
may not be significant, and, therefore, the Department should gpply the surrogate vaue for bals.
However, if the Department does use the Japanese price for balls, petitioner and Torrington
recommend that the Department gpply the so-called “sgnificant quantities’ test for usng market
prices on a modd-specific basis, while applying the surrogate vaue used in the Amended
Preiminary Determingtion for ball szes that Cixing did not purchase in ggnificant quantities from
Japan.

Department’ s Position:

We agree with Cixing in part. Inthe Amended Prdiminary Determination, we did not use
Cixing's market economy purchases of balls and instead applied a surrogate val ue because
Cixing's market economy worksheets indicated that its purchases of balls from Japan were not
sgnificant. Since that time, however, Cixing has corrected its worksheets, submitting on October
28, 2002 atimey-filed revised worksheet demonstrating that its market economy purchases of
bdls were Sgnificant (see Exhibit 9). Thisworksheet and the data contained therein were
verified (see Veification Report for Cixing Group Co., Ltd. in the Antidumping Duty
Investigation of Bal Bearings and Parts Thereof from the PRC from Lyman Armstrong and Darla
D. Brown to Jm Terpstra, dated December 20, 2002 (Cixing Verification Report) at Verification
Exhibit 24). Therefore, for the purposes of the find determination, we are using Cixing's market
economy purchases of ballsingtead of the surrogate value we gpplied in the Prliminary
Determination For further discussion, see the Find Cdculatiion Analyss Memorandum for
Cixing, to the file from Darla Brown, Lyman Armstrong, and Brian Ledgerwood, dated February
27, 2003 (Cixing's Find Cdculation Memo), on filein the CRU.

However, we disagree with Cixing that we should use a diameter-specific weighted-average
market price per kilogram when vauing each bal sze. We attempt to make the most accurate
comparison possible where data are available; in this instance, however, the data are not
available to do what Cixing has suggested. Moreover, weight-averaging the bals based on the
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diameter cannot fully account for variations in the diametersin other areas, such as our factors of
production.

Moreover, we disagree with petitioner and Torrington that we should apply the so-called
“ggnificant quantities’” test for usng market prices on a modd-specific bass, while gpplying the
surrogate value used in the Amended Preliminary Determination for ball szesthat Cixing did not
purchase in ggnificant quantities from Japan. Having verified Cixing's market economy
purchases of bals and having found no discrepancies, we are satisfied that Cixing’'s market
economy purchases of bdls are Sgnificant.

Comment 42: Cixing's Scrap Offset

Cixing urges the Department to make an offset to its norma value for scrap, despite the fact that
the Department did not do so a the Amended Preliminary Determination  Cixing states that
athough the Department stated in its November 13, 2002 Memorandum from Bernard Carreau
to Faryar Shirzed re. The Prdiminary Affirmative Antidumping Duty Determination: Certain Ball
Bearings and Parts Thereof from the People's Republic of China (Clerica Error Memo) thet
Cixing failed to bresk scrap out into more than two categories (i.e., scrap sold for cages and dl
other scrap), the Department confirmed at verification that Cixing's scrap was ca culated for each
production stage (see Cixing Verification Report a 23). Therefore, Cixing contends that the
Department should make an offset for Cixing's scrap for the find determination.

Petitioner counters that the Department should not grant Cixing a scrap offset in the final
determination because, it claims, Cixing has not responded to the Department’ s request for
information. Petitioner argues that in the Amended Preliminary Determination, the Department
correctly refused to alow Cixing ascrap offset. Petitioner asserts that athough Cixing
characterized the Department’ s decision as a clericd error, the Department appropriately
reected this argument, stating that Cixing had failed to report its data on scrap properly.
Petitioner states that athough Cixing is correct that the Department verified that the company
caculated scrap for each production stage, Cixing still has not broken out scrap into more than
two categories, and, thus, still has not answered that portion of the Department’ s supplemental
guestionnaire. Therefore, petitioner maintains that the Department should apply adverse facts
available and continue to deny Cixing ascrap offst.

Cixing counters that the Department misunderstood Cixing' s scrap reporting methodology.
Cixing states that in its scrap workshedt, it reported scrap at each stage of production and then
summed scrap together into the two fields reported to the Department, SSTEEL and SCSTEEL.
Cixing assarts that this information was verified by the Department, and, therefore, for the find
determination, the Department should grant Cixing a scrap offset.

Department’ s Position:
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We agree with Cixing in part, and we are applying a partid facts available decison. Inthe
Amended Prdiminary Determination, we did not grant Cixing a scrap offset because Cixing did
not provide the requested information on scrap in the manner asked for by the Department.
Specificaly, the Department’ s original questionnaire asked for respondents to describe the
method used to calculate the reported scrap amounts and provide supporting workshests.
Moreover, the Department specifically asked Cixing in the August 9, 2002 supplemental
questionnaire to report its scrap by each type of input materia a each production stage, for each
bearing modd sold, broken out by type of sted (e.g., Stedl bar, stedl tube, stedl coil) used to
produce the modd. Cixing did not answer these supplementa questions in the manner requested
by the Department; instead, it broke out its scrap into two categories only: scrap sold from cage
production and al other scrap. At the Prdliminary Determination, we denied Cixing's scrap
offset and did not use this information because it was not in the form requested by the
Department and was incomplete.

We subsequently learned at verification that Cixing actudly had provided on the record data that
were at least partialy responsive to the Department’ s questionnaires. Cixing had broken out the
quantity of its scrap a each production stage and had summed it to get the totd scrap generated
at each production stage (see Cixing Verification Report a 23). In light of thisinformation, which
was not clear to us at the Prdliminary Determination, we have granted Cixing a screp offset in the
finad determination program.

However, our offset is based on partia facts available because the information provided by
Cixing was not complete. The Department’ s regulations specifically provide that it may make
determinations on the basis of the facts available whenever a party failsto provide information
requested in the form required. See 19 CFR 8 351.308(q). In the ingtant investigation, the
information submitted by Cixing was not fully responsive to our request; specificaly, it did not
provide information on the scrap lost for each specific materid used in the production process.
As such, as partid facts available, we have dlowed only apartid scrap offset in our find margin
cdculations. For further discussion, see Cixing's Find Cdculaion Memo.

Comment 43: Cixing's Surrogate Valuefor Inner and Outer Ring Steedl

Cixing atesthat at the Amended Preliminary Determination, the Department vaued Cixing's
sted to make inner and outer rings usng HTS 7304.59.01, hot-rolled tube, applying the higher
surrogate value because Cixing had not previoudy specified whether the stedl it used for inner
and outer rings was hot- or cold-rolled. However, Cixing atesthat in its November 1, 2002,
submisson, it clarified that the grade of steel used to make rings was cold-rolled SAE 52100.
Therefore, argues Cixing, the Department should use the surrogate value for cold-rolled sted in
the find determination caculetions
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Petitioner and Torrington submit that the Department should not change its position regarding the
gppropriate surrogate vaue for the stedl used in Cixing's rings since the assertion made by Cixing
inits November 1, 2002, submission was not, to their knowledge, confirmed at verification.
Therefore, they maintain that the Department should use the cold-rolled surrogate vaue for the
find determination only if the Department verified that Cixing actudly usesthistype of sed for
inner and outer rings.

Department’ s Position:

We agree with Cixing that the proper surrogate vaue for its sted used to make inner and outer
ringsis cold-rolled stedl bar and tube, respectively. Inits November 1, 2002, post-preliminary
determination supplemental questionnaire response, Cixing stated that sted bar and tube were
used to produce inner and outer rings and that the grade of stedl used was cold-rolled SAE
52100 (see page 1). Thisinformation was requested by the Department and submitted by Cixing
in atimely fashion. We find that the use of thisinformation most accurately reflects Cixing's
production inputs for subject merchandise. However, we do not have a surrogate vaue for cold-
rolled bar, and Cixing did not provide an appropriate HTS category for cold-rolled bar.
Therefore, for the purposes of thisfina determination, we are continuing to apply the surrogate
vaue for hot-rolled bar for Cixing'sinner rings that we used in the Prdiminary Determingtion, and
we are using cold-rolled stedl tube as the surrogate vaue for Cixing's outer rings.

Comment 44: Cixing'sMarket Economy Pur chases of Cail

Cixing argues thet in the Amended Preliminary Determingtion, the Department incorrectly used
Cixing's market economy purchases of coil for shields to value coil to make cages. Cixing points
out that the sted used to make shidds is a composite eectrolytic gavanized sted coil and is not
produced in China, while the stedl for cages is the generdly available cold-rolled stedl in sheet
that is available worldwide. Cixing refers the Department to Exhibit 11 of its October 28, 2002,
submission for product specifications for the two different types of coil. Cixing maintains that for
the final determination, the Department should use Cixing's market economy purchases of coil to
vaue shidds and should gpply the Indian surrogate vaue to va ue the cage sted.

Petitioner satesthat if the Department decides to make this change for purposes of the fina
determination, the Department should use the Indian HTS subheading 7209.16.00 (sheet stedl
for cages, shields, retainers, and sedls). Moreover, petitioner urges the Department to correct its
cdculation of the surrogate vaue for sted coil, which petitioner argues the Department incorrectly
cdculated in the Amended Prdiminary Determination  Petitioner states that, using the correct
methodology and subheading, the surrogate vaue for sted coil for cagesis $0.9161/kg.

Torrington rebuts Cixing' s arguments, stating that it is unclear from Cixing's supporting
documentation whether Cixing's market economy purchases were one grade or the other.
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Therefore, Torrington urges the Department to rgect Cixing's vaues and apply the surrogate
vaues ingtead.

Cixing concurs that petitioner is correct in its assartion that there was an error in Cixing'sinitid
worksheet providing the market economy purchase of sted coil used to make shidds, and it
corrected this mistake in its November 1, 2002, submission.

Department’ s Position:

We agree with Cixing that the Department incorrectly gpplied Cixing's market economy
purchases of coil for shiddsto vaue coil to make cages. Therefore, we are using Cixing's
market economy purchases of coil to vaue shidds and applying the Indian surrogate vaue to
vauethe cage sed.

We dso agree with Cixing and petitioner that there was an error in the Amended Preliminary
Determination calculation of the value for stedl coil. Thiserror has therefore been corrected for
thefinal determination calculations. For further discusson, see Cixing's Find Cdculation Memo.

Comment 45: Cixing'sMarineand Inland Insurance

Cixing argues that the surrogate va ue for marine insurance was caculated to be gpplied to the
CIF vaue of the goods (see TRBs XIV Decison Memorandum a Comment 6), but the
Department applied the surrogate values for inland insurance and marine insurance to Cixing's
gross sling price. Cixing asserts that marine insurance should be applied to Cixing's cost of
replacing the goods, represented by the entered value (ENTVAL) field on both EP and CEP
sdes. Cixing affirmsthat its insurance carrier charges the company based on the CIF invoice
vaue or the letter of credit (L/C) amount. Therefore, Cixing urges the Department to properly
gpply the insurance surrogate vaue to the entered value.

Petitioner Sates that the Department should cal culate accurate amounts in accordance with the
facts, which can vary from case to case. Petitioner goes on to state that when a calculation
involves arate, the Department should apply the rate to the most appropriate base, which in this
case must be the base that Cixing and itsinsurer agreed upon. If that base was entered value,
then entered value is the appropriate base. Alternatively, petitioner argues, if the contemplated
base was gross sdlling price, then that is the base that the Department should use.

Torrington asserts that the Department should not use the entered va ue unless the Department
makes the appropriate adjustments to ensure that entered vaue is equivaent to CIF import value.
Torrington gates that entered vaue comes from customs entry documents and normaly,
internationa freight and insurance are excluded from this value because they are non-dutiable
charges.
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Department’ s Position:

We disagree with Cixing. While entered vaue is often subject to many incongstencies, sdling
prices are more accurate and are verified by the Department. In the ingtant investigation, there
are insufficient facts on the record to determine the entered value. We agree with petitioner that
the facts vary from case to case, and conclusions drawn in one review may not be directly
gpplicable to another case. Moreover, the underlying facts pertaining to the decison mede in the
TRBsreview are not necessarily gpplicable in the indant investigation. Therefore, for purposes
of thisfinal determination, we are not applying the insurance surrogate value to entered vaue.
Instead, we continue to apply the surrogate va ues that we applied in the Prdiminary
Determination for marine and inland insurance to Cixing's gross unit price.

Comment 46: Liquidation During the Provisonal Period

Cixing argues that the Department should ensure that upon liquidation (whether “automatic” or
after an adminidrative review), no importer is required to pay afind rate that exceeds the
corrected rates from the Amended Preliminary Determination  Cixing points out that section
737(a) of the Tariff Act of 1930 provides importers with a cap on the antidumping duties at the
amount depodited during the provisona period. However, argues Cixing, the statutory provison
presumes that the amount collected under section 733(d)(1)(B) (i.e., the preliminary
determination provison) is accurate, and there is no exception to the provisona measures
deposit cagp for instances in which the Department collected an admittedly incorrect deposit
amount. Cixing goes on to argue that if no adminidrative review is requested, the Department
will automatically assess find dumping duties according to 19 CFR §351.212(c) and U.S.
importers will forfeit dl duties deposited, even where such duties were deposited a an admittedly
incorrect rate, asin the instant investigation. Moreover, Cixing dates that if areview is
requested, because the Department collected deposits at erroneoudy high rates during the
provisona period, i.e., between October 15 and November 19, 2002, even importers who
entered subject merchandise from producers subject to review would be denied the benefits
under the deposit rate cap Satute.

Cixing clams that the incorrect deposit rate will force importers to request areview in order to
obtain refunds of duties that never should have been collected, potentidly causing a flood of
unnecessary and avoidable review requests. Therefore, Cixing submits that the Department can
ward off this problem by ingtructing U.S. Customs (Customs), upon liquidation, to only collect
dumping duties from Cixing' s importers up to a maximum of 2.32 percent during the provisiond
period. Cixing sates that this ingruction should be included in the automatic liquidation
indructions in the event that no review is requested, or in the importer-specific liquidation
ingtructions issued upon completion of the first review.
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Torrington counters that there is no statutory or regulatory provison authorizing the Department
to ingtruct Customs to cap assessment of dumping duties during the provisona period, and,
therefore, the Department should not send such ingtructions to Customs as recommended by
Cixing. Torrington maintains that the provisona measures capping satute, 19 USC §81673f(a),
provides that if the estimated antidumping duty determined under section 1673b(d)(1)(B) (i.e.,
the preliminary determination) is different from the amount of the antidumping duty determined
under the antidumping duty order, then the difference for entries entered beforethe ITC's
affirmative determination will be disregarded if lower than the duty under the order, and refunded
If higher than the duty under the order. Torrington cites to a decison handed down by the Court
of Internationd Trade (CIT) in which the CIT stated that the capping provision provides for ause
to which the duty rates computed with the preliminary determination are to be put, without in any
way sating how they should be determined (see Y antai Oriental Juice Co. v. United States, Slip
Op. 02-56 (CIT June 18, 2002) at 35).

Torrington further argues that there is nothing inconsstent under the statute in having two
preliminary cap periods, and it isthe Department’s normal practice to determine two deposit cap
periods-the first for the period between the preiminary and the finad determination and the
second for the period between the final determination and the ITC sfind determination.
Torrington argues that this practice was upheld by the CIT in Thai Pinegpple Canning Industry
Corp. v. United States, Slip Op. 00-17 (CIT February 10, 2000), rev’d on other grounds, 273
F.3d 1077 (Fed. Cir. 2001). In that case, the duties estimated under the final determination
were higher than the duties estimated under the preliminary determination, and the CIT disagreed
with the plaintiff who argued that the duty applicable to dl entries between the prdiminary
determination and the ITC sfind determination should be capped & the prdiminary rate.

In sum, Torrington argues thet, given the above-mentioned precedent, the Department should
rgect Cixing's request to ingruct Customs, upon liquidation, to only collect dumping duties from
Cixing'simporters up to amaximum of 2.32 percent during the provisona period.

Department’ s Position:

We agree with petitioner and Torrington that there is nothing inconsstent under the statute in
having more than one preliminary cap period from the time of the Preliminary Determination urtil
thefina determination. Unless explicitly provided for by satute (e.g., critica circumstances
determinations), the Department’ s normally apply prospectively, effective on the date of
publication in the Federal Regigter, not retroactively. Therefore, we disagree with Cixing's
argument that we ingtruct Customs, upon liquideation, to only collect dumping duties from Cixing's
importers up to amaximum of 2.32 percent during the provisond period. As stated in the
Preamble to the Department’ s Regulations, assuming an order isimposed, a manufacturer or
importer may request an adminigtrative review under section 751(a) of the Act to determine the
actud amount of antidumping duties due on the saes during the period.
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Comment 47: Cixing's Brokerage and Handling

Petitioner and Torrington argue that the Department should add the gppropriate surrogate vaues
for brokerage and handling charges to Cixing's movement expenses. They maintain that athough
Cixing reported that it incurred no brokerage and handling (B&H) charges in China because the
company assumed that the B& H costs are incorporated into the internationa freight charges that
it pays, Cixing's argument is not persuasive. Petitioner and Torrington maintain that B& H
activities are normally separate from and in addition to freight, and it is their contention that Cixing
incurred B&H charges. Therefore, they urge the Department to reject Cixing assumption and
gpply the surrogate rate for B&H to dl of Cixing's shipments, deducting B&H expenses from the
U.S. price.

Cixing counters that there is no bads for an adverse inference here, as petitioner and Torrington
have specified no evidence on the record that would support such an inference. Cixing asserts
that it did not fail to cooperate to the best of its ability; rather, the Department asked an
impossible question regarding who paid for the B&H services and forced Cixing to opine asto
who paid for the charges when Cixing's only knowledge isthat it does not pay for such charges.
Cixing stated in a supplementa questionnaire that it assumed that such charges wereincluded in
the ocean freight expenses.

Moreover, Cixing points out that the Department examined severd ocean freight invoices that
indicated the shipping terms as either “CY to CY” (container yard to container yard) or “CFSto
CFS’ (container freight station to container freight tation (see Cixing Verification Exhibit 11).
Under these terms, explains Cixing, the ocean freight payments covered everything from the point
where the goods were received from Cixing'struck at either the CY or the CFS. Therefore,
Cixing assarts, dthough the freight bills issued to Cixing do not separately break out the B&H
charges associated with exporting the goods, these terms indicate that Cixing' s respongbility
ended upon ddlivery of the goods to the container yard or freight station and the shipper’s
responsibility began.

Furthermore, Cixing asserts that if the Department does apply a surrogate value for the B&H
expenses to Cixing's exports, then the Department should use the surrogate value for B&H
provided by Cixing in its surrogate vaue submission of December 13, 2002, a Exhibit 2, which
they argue is more contemporaneous than the surrogate value used by the Department in the
Prdiminary Determingtion  Cixing argues that its data, taken from the public questionnaire
reponse submitted in the antidumping investigation of Essar Sted Ltd. (Essar) in Indian Hot-
rolled, should be used. Cixing argues that the Essar value is more contemporaneous because it
covers B&H expenses incurred on shipments between October 1, 1999, and September 30,
2000, while the vaue used in the Priminary Determination dates back to February 25, 1999.
Moreover, Cixing asserts that the Essar vaue is more representative because it covers an entire
year, whereas the Prdliminary Determination vaue covers asngle shipment. Findly, Cixing
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points out that the Department has recently used the Essar value in arecent review of crawfish
(see 2000-2001 Crawfigh).

Department’ s Position:

We disagree with petitioner and Torrington regarding their assertion that the Department should
add surrogate values for B&H chargesto Cixing's movement expenses. Consgtent with
Department practice, we find that there is no evidence on the complete, verified record of the
ingtant investigation demondtrating that Cixing incurred B&H expensesin China Therefore, we
find no basis to determine and assign to these transactions surrogate val ues.

Regarding Cixing's claim that the Department should use the surrogate value for B&H provided
inits December 13, 2002 surrogate vaue submission, the Department agrees. Thisvaueis more
contemporaneous, is for asted product, and covers an entire year’ sworth of data, as opposed
to the single shipment used in the Prdiminary Determingtion  1n addition, this vaue has been used
in the past by the Department. Therefore, for the find determination, we are using the Essar
B&H vauefor the B&H surrogate vaue (see Fina Factors of Production Vauation
Memorandum dated February 27, 2003, on file in the CRU).

Comment 48: Cixing'sAir Freight

Petitioner and Torrington argue that Cixing reported that some shipments were sent to its U.S.
affiliate, CW USA, by arr freight, usng NME carriers. Therefore, they argue, using the market-
economy ocean freight expenses reported by Cixing for its air freight shipments would be
ingppropriate. Accordingly, petitioner and Torrington maintain that the Department should apply
an gppropriate surrogeate air freight rate to al air shipmentsidentified by Cixing; the surrogate rate
should be gpplied to the fully packed gross weight of the shipments.

Cixing counters that if the Department chooses to gpply a surrogate vaue for Cixing' s shipments
to the United States that were made by air freight it may only do so in Stuations where Cixing
actualy paid the freight and not on shipments where the customer was respongble for the air
freight charges. Therefore, Cixing assarts, if the Department applies a surrogate vaue for air
freight, it should gpply it only where INTNFRU2 = “YES’ and FRTMODU =“AIR” or “DHL.”

Department’ s Position:

We agree with Cixing that we should apply a surrogate vaue for Cixing's shipments to the United
States that were made by ar freight in Stuations where Cixing actudly paid the freight. However,
because Cixing never provided an gppropriate surrogete vaue for air freight, we are using ocean
freight as bet information available. For further information, see the Final Factors of Production
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Vauation Memorandum dated February 27, 2003, on filein the CRU and Cixing's Find
Cdculaion Memo.

Comment 49: Cixing'sElectric Motor Quality (EMQ) Bearings

Cixing reported that dl of the bearings it sold to the United States during the POl are EMQ
bearings. Petitioner and Torrington argue that the Department should determine dl factors of
production attributable to EMQ testing and assign them to the norma values of al subject
merchandise, or to the EMQ bearings. To the extent that Cixing allocated the costsinvolved in
determining whether abearing is EMQ uniformly to al of its production, petitioner urgesthe
Department to redlocate these costs exclusively to the EMQ bearings.

Cixing states that EMQ is a standard identifying low-noise bearings, and dl bearings produced
by Cixing are subjected to noise testing. Cixing further argues that the Department observed
during verification that al bearings are placed on avibration testing machine. Therefore, Cixing
argues, snce al bearings undergo noise testing, it was correct for Cixing to dlocate dl costs
associated with the vibration testing over al bearing production.

Department’ s Position:

We disagree with petitioner and Torrington. There is no evidence on the record of materia and
measurable differences between EMQ and other bearings. The additional labor hours,
eectricity, and overhead that might be attributable to EMQ testing are already incorporated into
the factors of production for direct and indirect labor, eectricity and overhead. (For further
discussion on labor hours, dectricity and overhead, see the Cixing verification report.)
Therefore, there is no need to separately caculate the factors of production attributable to EMQ
testing, as petitioner and Torrington suggested, and, for purposes of the find determination, we
are making no adjustments to the caculation to account for EMQ testing.

Comment 50: Cixing's CONNUM Reporting M ethodology and Ball Weights

Torrington urges the Department to ensure that the record contains the required information for
each CONNUM in Cixing'sligings. Torrington argues that including more than one product
within the same CONNUM may create inaccuracies.

Furthermore, Torrington argues that the weight of balls reported by Cixing is aso a problem.
Torrington urges the Department to ensure that Cixing has accurately reported weights for dl
products and al relevant components before issuing the final determination.  Torrington argues
that, due to past discrepancies, the Department should place the burden on Cixing to
demondtrate the accuracy of every weight it reported. Torrington proposes that Cixing place on
the record a physica sample of each bearing modd and have the Department weigh them all.
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Alternatively, Torrington recommends that the Department conclude that Cixing has exhausted its
opportunities to report the correct weight, and, therefore, the Department should resort to the
factsavailable.

Cixing counters that because the Department did not define “unique’ product in its questionnaire,
Cixing relied upon the Department’ s definition of unique that has been in placein dl of the anti-
friction bearings cases and reported its CONNUMSs accordingly. Cixing states that, beyond a
supplementa question, the Department did not ask any further questions indicating that it
disagreed with Cixing' s reporting methodology. Moreover, Cixing asserts that Torrington does
not point to any distortions caused by Cixing’s methodol ogy.

In addition, Cixing rebuts Torrington’s argument that its bal weights may be incorrect. Cixing
dates thet it took serioudy petitioner’s earlier comments regarding the weight of its bals and
revised the bal weights accordingly in its October 28, 2002 submission. Hence, the ball weights
on the record have been corrected. Moreover, Cixing points out thet, at verification, the
Department carefully weighed Cixing's bals usng a highly accurate scde that measured weights
to the thousandth of a gram and found no discrepancies (see Cixing Verification Report a 18).
Cixing further declares that the balls weighed at verification account for 39 of Cixing's 47
CONNUMSs, or 83 percent. Cixing argues that Torrington points to no existing discrepanciesin
the bal weights in Cixing's corrected database, other than its own mistaken alegetion that line 30
of Cixing's October 28 database has an incorrect bal weight. Therefore, Cixing asserts thet the
ball weights do not support Torrington’s contention that Cixing's CONNUM reporting was
flawed, and both of Torrington’s arguments should be rejected.

Department’ s Position:

We disagree with Torrington. We completed a thorough and accurate verification and found no
discrepancies with respect to Cixing's CONNUMSs and its reporting methodology. Moreover,
while a verification, we physcaly weighed bdls for the five pre-sdected CONNUMSs and the
two on-site selected CONNUMSs. No discrepancies were noted (see Cixing Verification Report
a 18). Therefore, we find no reason to conclude that there is reason to reject the data reported
by Cixing, and we are making no adjustments to Cixing’'s CONNUMSs or reported bal weights
for the purposes of the find determination.

Comment 51: Clerical Errorsin the Amended Preiminary Program
Petitioner clamsthat in calculating Cixing's amended preiminary margin, the Department made
severd errors. For one, the Department erred in calculating the surrogate value for coil used by

Cixing. Moreover, petitioner argues that one CONNUM had a negative U.S. price after all
deductions. Petitioner urges the Department to correct these errors for the final determination.
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Furthermore, petitioner urges the Department to incorporate into its fina calculations corrections
that Cixing made prior to verification, including corrected weighted-averages for 10 CONNUM
weights, new shipment dates for two EP sales, and other minor corrections.

Findly, petitioner recommends that the Department correct certain discrepancies it discovered in
the verification of Cixing, including certain freight alocations and one inner ring value.

Cixing agrees that the Department should make the minor corrections identified prior to Cixing's
EP and CEP verifications. However, Cixing disagrees with petitioner regarding the allegedly
negative U.S. price. Cixing states that petitioner was relying on the Prdiminary Determination
margin program, when, in fact, in the amended program, there was a positive net U.S. price on
this particular CONNUM.

Department’ s Position:

We agree with petitioner and Torrington in part. We agree that the Department inadvertently
made an error in its amended preliminary margin calculation with respect to the surrogate value
for coil. We have corrected this error for the find determination (see Finad Factors of Production
Vauation Memorandum and Cixing's Find Caculation Memo.).

We agree with Cixing and petitioner and have accepted and incorporated the minor corrections
submitted at the beginning of the CEP and EP verifications. It is standard Department practice to
accept corrections of minor errors identified by respondents at the outset of verification. See
Notice of Final Determination of Sdesat Less Than Fair Vaue: Static Random Access Memory
Semiconductors from Taiwan, 63 FR 8909, 8929 (February 23, 1998); see a0, Notice of Fina
Determination of Sdlesat Less Than Fair Vaue: Certain Sted Concrete Reinforcing Bars From
Turkey, 62 FR 9737 at 9746 (March 4, 1997). The errorsidentified by Cixing were minor in
that they affect only afew variables (e.g., shipment dates, distances) with respect to a select,
smal percentage of factors of production; moreover, company officids presented the minor
errors to the Department at the outset of verification. See Cixing Verification Report at 2, and
Verification Exhibit 1; see aso, Cixing Verification Report for the Cixing Group Co., Ltd. inthe
Antidumping Duty Investigation of Bal Bearings and Parts Thereof from the PRC from DarlaD.
Brown and Brian Ledgerwood to Jm Terpstra, dated January 6, 2003 (Cixing CEP Verification
Report) at 2 and CEP Verification Exhibit 1. The minor errors accepted by the Department at
the beginning of verification served only to corroborate and darify information on the record, and
information was corrected in the find margin program where gpplicable. For further detalls, see
Cixing's Fina Cdculation Memo.

We disagree with petitioner and Torrington regarding the one CONNUM that petitioner argues
has a negative net price. As stated in Comment 50 above, we found no discrepancies with
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respect to Cixing's CONNUMSs during verification. Therefore, we are not making any
adjusments to Cixing's reported CONNUMSs for the find determination.
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Recommendation

Based on our andysis of the comments received, we recommend adopting al of the above
positions and adjusting al related margin calculaions accordingly. If these recommendations are
accepted, we will publish thefind determination in this investigation and the final weghted-
average dumping marginsin the Federal Register.

Agree Disagree

Faryar Shirzad
Assigtant Secretary for
Import Administration

Date
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