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SUMMARY

We have analyzed the case briefs and rebutta briefs of interested parties in the second adminigtrative
review of polyester staple fiber from Korea. Asaresult of our analyss, we have made changesin the
margin caculations. We recommend that you approve the positions we have developed in the
Discussion of 1ssues section of this memorandum. Below isacomplete ligt of the issuesin thisreview
for which we received comments and rebuttals by parties:

Comment 1.  Excluson of Certain Home Market Sales Made By Huvis
Comment 22 Huvis Fiber Composition Characteristic

Comment 3:  Huvis Duty Drawback

Comment 4:  Huvis Brokerage Expenses

Comment5:  Huvis Mgor Inputs

Comment 6:  Huvis Affiliated Supplier's SG&A

Comment 72 Huvis Parent Company G&A

Comment 8  Huvis Per-Unit G&A Cdculation

Comment9:  East Young's Comparison Market

Comment 10: Eadst Young's G&A Rdio



BACKGROUND

On June 2, 2003, the Department of Commerce (*“the Department”) issued the preliminary

results of the second adminigtrative review of the antidumping duty order on polyester steple fiber
(“PSF”) from Korea. See Certain Polyester Staple Fiber from Korea: Prdiminary Results of
Antidumping Duty Adminidrative Review, 68 FR 34378 (June 9, 2003) (“Prdiminary Reaults’). The
period of review (“POR”) isMay 1, 2001, through April 30, 2002.

The Department reported its findings from Huvis Corporation’s (“Huvis’) cost verification on duly 2,
2003. See Memorandum from Robert Greger and Mark Todd to Nedl Halper, Director, Office of
Accounting, “Verification Report on the Cost of Production and Constructed Vaue Data Submitted by
Huvis Corporation,” dated duly 2, 2003 (“Huvis Cogt Veification Report”), which ison filein the
Department’s Central Records Unit (“CRU”) in room B-099 of the main Department building. We
invited parties to comment on the preiminary results of the review. On July 22, 2003, E.I. DuPont de
Nemours, Inc., Arteva Specidties Sar.l., d/b/aKoSa, Welman, Inc., and Intercontinental Polymers,
Inc. (collectively “the petitioners’), and the respondents, East Y oung Co., Ltd. (*East Young’)/Stein
Fibers, Ltd. (“Stein Fibers’) and Huvis, filed case briefs. On July 28, 2003, the above-mentioned
parties, with the exception of East Y oung/Stein Fibers, filed rebutta briefs.

DISCUSSION OF ISSUES
Comment 1. Exclusion of Certain Home Market Sales Made By Huvis

Petitioners’ Argument: The petitioners argue tha the Department should exclude from its margin
andysis Huvis home market sdes that were made “outside of the ordinary course of trade.” The
petitioners sate that the statute defines sales made “ outside of the ordinary course of trade’ as meaning:

... the conditions and practices which, for a reasonable period of time prior to the exportation of
the merchandise, have been normd in the trade under consideration with respect to
merchandise of the same class or kind (see section 771(15) of the Act).

See ds0 19 CFR 351.102. Ininstances where sales are made “ outside of the ordinary course of
trade,” the petitioners contend that the Department has the discretion to disregard these sdles and may
rely on constructed vaue (“CV”) (see 19 CFR 351.405(a)).

The petitioners highlight two reasons for the sdles at issue to be considered “ outsde of the ordinary
course of trade.” Firgt, according to the petitioners, these sdles were made a aberrational, low prices
in comparison to identical home market sdles. Second, the petitioners argue that the same home
market sdes at issue were sold pursuant to unusud terms of sde (i.e., extremey smal volumes).
Further, the petitioners note that, under normal market conditions, it is expected that prices for identica
sdeswith larger volumes would be somewnhat lower than prices for smdler volume sdes. According to
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the petitioners, the sdes at issue are unusual because of their abnormd pricing pattern when compared

to sdesvolume. The petitioners assert that these sales were improperly relied upon by the Department
to caculate norma vaue (“NV”) for certain monthsin the preliminary results. The petitioners conclude
that the Department should exclude the sdes a issue from the caculation of NV.

Respondent’ s Argument: Huvis contends that the Department should rgject the petitioners alegation
that certain sales were made outside of the ordinary course of trade. According to Huvis, thereisno
evidence that there was anything unusua about the terms of these sdles, the merchandise concerned, or
the customers. Huvis argues that the petitioners only objection is that the sdes at issue have lower
prices than other sdes. Huvis assartsthat this variance in price is not grounds for the Department to
find these sdles as outside of the ordinary course of trade. Huvis notes that the sales at issue passed the
Department’ s bel ow-cost test and, through verification, the Department did not find any grounds to
exclude any of Huvis sdes as outsde of the ordinary course of trade. See Memorandum from
Andrew McAllister and Jarrod Goldfeder to the File, “Verification of the Sales Response of Huvis
Corporation in the 2001/2002 Antidumping Duty Adminigrative Review of Certain Polyester Staple
Fiber from Korea,” dated May 12, 2003 (*Huvis SVR"), at 6-7, 10-12, 15-16.

Contrary to the petitioners alegation, Huvis argues that there are many sdes in the home market of
small quantities a both low and high prices, and that the sales at issue are no more aberrationa than
these other sdles. Huvis counters the petitioners argument that the sales volumes for these
CONNUMs are aberrational for these customers, contending that there are sales of the two
CONNUMs at issue to the same customers with small quantities and prices closer to the average.
Huvis explains that the customers specified by the petitioners are distributors who order varying
quantities depending on specific needs, such that thereis alarge range of sdes volumesfor the
CONNUMSs sold to these customers. Huvis asserts that there is nothing unusual about the
circumstances of these sdes and that the Department should continue to include these sdesin its NV
cdculation.

Department’s Position: We disagree with the petitioners that the sdles cited were sdles outside of the
ordinary course of trade. Our findings a verification and analyss of the home market sales database
support Huvis' claim that the sales at issue were not aberrationd. The customers of these sdles were
among the largest purchasers of subject merchandise in the home market. The prices paid by these
customers, with respect to the sdles at issue, are not significantly lower than the average prices of al
sales to these same customer's.

Further, the average gross unit price of al sdesto these same customers is much below the average
price of sdlesto Huvis other customers. Therefore, we find it reasonable that these particular
customers purchased the two CONNUMSs at issue at lower prices. Wefind that any digtinctionsin
pricing for these two CONNUMSs are in accord with Huvis standard commercia practice.

With regard to the petitioners' second argument concerning sales volume, we are able to identify other
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sdes of thetwo CONNUMSs at issue in which there are small volume transactions, but prices closer to
the average. Also, when we compare the quantity of the saes a issue to the average quantities of other
CONNUMs sold to the same customers, we note no abnormalities. That is, the average quantities of
other CONNUM s sold to the same customers are comparable to the quantity of the sales at issue.
Additiondly, the threshold of “small quantity” saes, crested by the petitioners, comprises an
gppreciable percentage of dl home market sdes. Asaresult, wefind that it is not gppropriate to
classfy the sdes referenced by the petitioners as aberrational and outside of the ordinary course of
trade. We have continued to include al of Huvis reported sdesinits NV cdculation.

Comment 2. Huvis Fiber Composition Characteristic

Petitioners’ Argument: The petitioners assert that the Department should not allow Huvisto assgn a
“gpecidity product” code “4" to merchandise Huvis asserts possesses “ different” physica
characteristics. According to the petitioners, Huvis use of code “4" to distinguish products with
discerning minor physical characteristics unrelated to “fiber composition” isin contravention of the law
because it digtorts differences in the Department’ s matching hierarchy. The petitioners stress that dl
products with a* specidity product” code “4" are either conjugate or non-conjugate fibers. The
petitioners assart that by coding the “fiber composition” as “other,” Huvis has diminated the most
important physical characterigtic, while introducing minor physica characteridtics for “ specidity”
products as the top matching consideration.

According to the petitioners, Huvis has improperly segregated these products resulting in the dimination
of high-priced home market sales from comparison. The petitioners note that Huvistold the
Department that it coded certain PSF as “ speciality” because these products undergo an “addition of
chemicals and minerals not used with regular or conjugate products during polymerization.” The
petitioners contend that the Department regularly rejects the use of minor physical characterigtics for
matching purposes. See Hussey Copper Ltd. v. United States, 834 F. Supp. 413, 438 (CIT 1993);
LTFV Decison Memo, a Comment 10. The petitioners argue that the “chemicds and minerds’ usd
by Huvisto distinguish “ specidity” products are trace elements that do not identify commercidly
sgnificant physca characterigtics that should drive product comparisons. For example, the petitioners
point out that some additiona agentsidentified by Huvis during verification are not even listed in the
detailed component table compiled in Huvis normd course of business.

As gtated by the petitioners, the Department’ s practice of developing and making product matching
characterigtics and the matching hierarchy based on the “commercidly sgnificant” physicd
characterigtics of the merchandise has been upheld by the Courts. See Rauturuukki Oy v. United
States, Slip Op. 98-112 (CIT Aug. 8, 1998); see aso Pesquera Mares Australes Ltda v. United
States, 266 F.3d 1372, 1384 (Fed. Cir. 2001) (“PesqueraMares’). The petitioners note that the
Department relies on the physical characterigtics, not the relaive “cost” of the characteristics for
purposes of making product comparisons. The petitioners contend that Huvis has improperly atered
the Department’ s product matching hierarchy.




5

In support of their contention, the petitioners argue that, in the origina investigation, Samyang re-coded
products such as “ seaidand fiber” and “polyethylene/polyester fiber” as“low mdt” in order to ensure
that these products would be excluded. See Notice of Final Determination of Sdes at Less Than Fair
Vaue Certain Polyester Staple Fiber from Koreg, 65 FR 16880 (March 30, 2000), and
accompanying Issues and Decison Memorandum (“LTFV Decison Memo”), a Comment 10. The
petitioners argue that the Department ruled it was improper to code these two fibers as “low mdt’
fibers, but that there was no harm since these products were not used for comparison purposes. See
LTFV Decison Memo. Similarly, according to the petitioners, in the same segment, the Department
determined that Samyang did not uphold the burden of demonsgtrating that the “shape’ (under the
“Cross Section” matching criterion) of the fibers should be amatching criterion. The petitioners
contend that the Department’ s decision was determined by the fact that Samyang should have classified
certain fibersas“solid,” not “other.”

The petitioners further contend thet, in the investigation of this case, the Department asked for
comments from dl parties, and selected a definition of the foreign like product under section 771(16) of
the Act for the entire proceeding. According to the petitioners, the Department should rgect Huvis
revisions for “specidity products’ because the definition of “foreign like product” is case-specific, not
company-specific. See SKFE USA Inc. v. United States, 263 F.3d 1369 (Fed. Cir. 2001) (“SKFE
USA"); see dso RHP Bearings, Ltd. v. United States, Slip Op. 2003-10 (CIT 2003) (“RHP
Bearings”). The petitioners note that, while ultimately in SKE USA, the lower court sanctioned the
Department’ s use of a different definition of “foreign like product” for price-based and CV-to-price
comparisons, the court did so because the Department provided sufficient explanation. See RHP
Bearings, at 12. Additiondly, in the above cited case, the petitioners contend that the Department
presumably used the same product definition for CV for al companies, and the same price-based
definition under section 771(16) of the Act.

In the instant proceeding, the petitioners argue that the Department has acted in contravention of SKF
USA by goplying two different definitions of “foreign like product” for Huvis and East Young. The
petitioners assert that the Department collected the information necessary in the investigation and made
an gppropriate determination as to what festures are commercidly sgnificant. As stated by the
petitioners, this gathering of information guards againgt the chance that another respondent may produce
and sl one or more of these “specidity” products, yet not account for these products in its matching
hierarchy. The petitioners conclude that the Department must rgject Huvis' reporting of “ specidity
products’ as*other” in the fiber compogtion criterion.

Respondent’ s Argument: Huvis contends that the Department verified the accuracy of the fiber
composition code of Huvis specidity products during the sales verification. Huvis contends that the
petitioners sole reason for objecting to Huvis proper classfication of these productsis thet they “are
priced sgnificantly higher.” Huvis argues that the reason these products are priced higher, however, is
that the processes and additives that dter their composition impart physica benefits. Contrary to the
petitioners claims, Huvis stresses that its specidity products are marketed in the normal course of
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business as products that capture a premium price because of their tangible benefits. Huvis contends
that the record establishes that Huvis specidity products cost significantly more to produce than Huvis
ordinary products. Huvis arguesthat it is entirely appropriate for the Department to ensure that saes
are appropriately coded so that sdles of ordinary products are not matched to sales of the physicaly
different, more cogtly, and commercialy more vauable specidity products.

Huvis rebuts the petitioners  assertion that the Department’ s classification of the composition of Huvis
specidty products has violated the “foreign like product” definitionin SKE USA. Huvis highlights thet
the Department has not added a product characteristic or a code within a product characterigtic, but
rather smply accepted a classification within the structure set forth by the Department. Huvis notes that
the questionnaire in this proceeding alows for respondents to code their composition as“4” for “other.”

Department’s Position: We agree with Huvis that its specidity products should continue to be
classfied as“other” for fiber composition in the product matching hierarchy. As noted by Huvis, we
verified the accuracy of the fiber composition code of Huvis specidity products and confirmed that
unique chemicas and minerals were added to these products during the polymerization that were not
added to regular or conjugate PSF, making them physicaly different products. See Huvis SVR, a 12-
13. Our findings at verification support the information provided in Huvis responses explaining the
physica differences of specidity products, as compared to conjugate and non-conjugate PSF.

Concerning the petitioners  discussion of the Department’ s trestment of “ specidity products’ in the
LTFV Decison Memo, that was an issue of whether a respondent could classify certain products as
“low mdt,” anissue uniqueto the LTFV invedtigation. Inour LTFV Decison Memo, at Comment 10,
we stated that, “we do not need to reach the issue of whether these products should be coded as
“other” compostion or “blended” ... because these products were not sold to the United States.” In
the instant review, Huvis has satisfied the burden established in Pesquera Mares Australes in supporting
itsclam that “other” as a characteridtic of fiber compostion isacommercidly significant digtinction.
Additiondly, Huvis has not violated SKF USA in its reporting of specidity products as the
Department’ s questionnaire in the instant proceeding clearly lists “ other” as a category of fiber
composition. Accordingly, for the fina results, we have continued to treat Huvis specidity products as
“other.”

Comment 3: Huvis Duty Drawback

Petitioners’ Argument: The petitioners note that, during verification, Huvis informed the Department
that it did not receive duty drawback on domestic or domestic/local sales. Instead, according to
petitioners, Huvis completed a“ certificate of duties paid” form that is sent to its home market customer
transferring the ability to receive the duty drawback to Huvis customer. The petitioners tate that
Huvis clams that the sdes price for domestic and domestic/local sdlesisinclusive of duties paid by
Huvis. The petitioners argue that evidence at verification indicates that Huvis did not include the entire
amount of import duties in the home market prices. According to the petitioners, it is not gppropriate to



7

compare import duty-inclusive pricesto NV that does not aso include the entire amount of import
duties. Inthefind margin analyss, the petitioners contend that the Department should reduce the
amount of duty drawback claimed by Huvis on U.S. sdes through the application of aformula based on
findings a verification.

Respondent’ s Argument: Huvis contends that the petitioners have used flawed Satistical information
in making their arguments. Huvis stresses that the petitioners have selected the import dutiesin the
sling price for one specific home market sde for which there happens to be a ddlivery order sheet.
Huvis points to a domestic/loca sale selected by the Department for examination &t verification which
has an amount for import dutiesin the sdlling price that is greater than the average duty drawback
amount on U.S. sales. According to Huvis, while the record does not contain data that would permit
caculation of the average import duties collected by Huvis on domestic/loca sales, the record clearly
shows that the import duty amount varies by transaction. Further, Huvis contends that this amount may
be higher or lower than the average duty drawback amount on U.S. sdles. Huvis concludes that there
is no basis for the adjustment requested by the petitioners.

Department’s Position: We agree with Huvis that the record evidence gathered at verification
demondtrates that the duty drawback on domestic or domestic/local sales can be greater or less than
the average duty drawback on U.S. sdles. We recognize the petitioners' citation to one domestic/loca
sde where the potentid duty drawback that could be sought by Huvis customer isless than the
average duty drawback amount on U.S. sdles. However, the petitioners argument is not dipositive,
aswe are not able to use this one domestic/locd sde to characterize Huvis entire home market
database. In fact, Huvis cites adomestic/loca sde where the potentid duty drawback in the selling
price is greater than the average duty drawback amount on U.S. sales.

Additiondly, there is no evidence on the record to support the petitioners argument that Huvis did not
include the entire amount of the import dutiesin its domestic or domestic/locd salesprice. The example
cited by the petitionersisfor asngle sde only and does not indicate that Huvis failed to include the
import duties in its home market prices generdly. Accordingly, we find that no adjustment to U.S.

price is necessary.
Comment 4: Huvis Brokerage Expenses

Petitioners' Argument: The petitioners state that Huvis' brokerage expenses incurred after
September 1, 2001, were captured as “labor cogts’ at the Chonju factory in Huvis normal accounting
and included in the cost of manufacturing. As aresult, the petitioners note that Huvis reported “zero”
for U.S. brokerage expenses for U.S. sales made after September 1, 2001. According to the
petitioners, Huvis improperly treated U.S. movement expenses as direct codts for dl PSF, and
subsequently, shifted brokerage expenses incurred on Huvis U.S. sdesto domestic sdesthat did not
incur U.S. brokerage services. The petitioners cite the satute, which states that EP and CEP “shal” be
reduced by:
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... the amount, if any, included in such price, attributable to any additiona cods, charges

or expenses, and United States import duties, which are incident to bringing the subject
merchandise from the origina place of shipment in the exporting country to the place of ddivery
in the United States ...

See section 772(c)(2)(A) of the Act. The petitioners argue that the statute requires the Department to
deduct movement expenses from U.S. price.

The petitioners contend that, for the find margin analys's, the Department should resort to partid “facts
available’ to account for Huvis unreported brokerage expensesincurred on U.S. sdles. According to
the petitioners, partid facts available is warranted because Huvis did not provide information requested
by the Department in atimely manner and, therefore, failed to cooperate with the Department to the
best of its ability. In gpplying partid facts available, the petitioners argue that the Department should
use the highest amount for brokerage expenses that Huvis reported for its pre-September 1, 2001 sdes
as patid facts available.

Respondent’ s Argument: Huvis contends thet there is no lega authority for the Department to deduct
“Iimputed movement expenses’ from U.S. price. Huvis stresses that only one employee handled
customs clearance for merchandise shipped from the Chonju factory after September 1, 2001, and this
employee' s principa job was to handle customs clearance for raw materials and sub-materids
imported into Korea. Accordingly, Huvis contends that it did not incur any transaction-specific
brokerage expenses for these export sdles. Huvis concedes that a smal portion of this employee's
labor cost could theoretically be removed from manufacturing labor cost and alocated to individua
sdes, but Huvis argues that the per-unit expense would be infinitesmal.

With respect to the petitioners clam that Huvis failed to provide information requested by the
Department in the format requested by the Department in atimely manner, Huvis contends that it
cannot be blamed for not providing movement expensesthat do not exist. Huvis argues that the
petitioners proposa of using the highest amount, rather than the average amount, for brokerage
expenses that Huvis reported for its pre-September 1, 2001 salesis not an gpplication of partia facts
available, but rather condtitutes adverse facts available. Huvis asserts that in the U.S. sdes database
the average brokerage incurred during the POR is more than 100 times less than the amount suggested
by the petitioners. Huvis argues that it properly reported brokerage expenses and the Department
should not make any revison to Huvis reported brokerage expensesin the fina results.

Department’s Position: We disagree with the petitioners that an adjustment should be made for
aleged unreported brokerage expenses on certain saes from the Chonju factory for the find results.
Huvis did not incur actud transaction-specific brokerage expenses in these sdes, and we agree with
Huvisthat any portion of the one employee' s sdary dlocated to brokerage expenses would be an
inggnificant amournt.



Comment 5. Huvis Major Inputs

Respondent’ s Argument: Huvis argues that the Department should not adjust the actud pricesit paid
for purchases of terephthdic acid (“TPA™) during the POR because these purchases were made at
am'slength prices. Huvis asserts tha the Department erred in its preliminary results by applying its
arm'’s length test to aweighted average of the purchase prices of dl grades of TPA. Huvis contends
that the Department specificaly examined the technical specifications for the different grades of TPA a
verification and confirmed that each grade of TPA has adifferent purity levd that warrants separate
treatment. Furthermore, Huvis argues, it typically does not even use these separate grades at the same
factories or mix them together in its raw materids inventory system and it is, therefore, not reasonable
for the Department to mix them together in itsandysis. Accordingly, Huvis contends, the Department
should consider each grade of TPA as a separate raw materid. Huvis asserts that when the revised
sling, generd and adminidrative expense (* SG&A”) rate submitted at verification is applied, the
average transfer price paid for one specific grade of TPA is higher than the affiliated supplier’s COP.
More broadly, Huvis asserts, the record shows that dl three grades of TPA purchased from affiliated
suppliers were purchased a arm’s length prices, both in comparison to the affiliated supplier’s COP
and in comparison to Huvis purchase price from unaffiliated suppliers. Therefore, Huvis contends, the
Department should use the purchase prices for al three grades as the bass for COM initsfina results.

Huvis dso argues that the Department should accept the actua arm’ s length prices it paid for purchases
of ethylene glycol (“EG”) during the POR. According to Huvis, the record shows thet the average
price paid to its affiliated supplier for EG during the POR was higher than the price paid to unaffiliated
suppliers. Therefore, Huvis contends, there is no basis for the Department to adjust its actua purchase
prices paid for EG. Huvis assertsthat EG does not congtitute a mgjor input under the statute due to the
small percentage that it represents of COM and that its purchases should not be compared to COP.
Moreover, Huvis argues, even if it were considered amgor input and its purchase prices for EG were
compared to COP, it would not be reasonable to gpply an SG& A expense amount to its affiliated
supplier’s COM. Huvis gatesthat its affiliated supplier does not produce EG, but rather purchasesiit
and sdls excess amounts to Huvis. Huvis maintains that the entire COP congsts of its purchase price,
asthereisminimd cogt involved in trandferring the excess amounts.

Petitioners’ Argument: The petitioners argue that the Department should consder TPA asasingle
raw materid for purposes of the mgor input comparison. According to the petitioners, there is no
materid difference in different grades of TPA. The petitioners assart that Huvis was unable to provide
contemporaneous, meaningful comparisons of the technical specifications of the grades of TPA and that
the limited information on the record pertaining to technica specifications does not judtify the
segregation of TPA. The petitioners contend that no distinction in grade is made when Huvis purchases
TPA inthe norma course of business. Furthermore, the petitioners argue, the explanation by Huvis that
the differentiation of TPA is standard practice in Koreaiis patently untrue. The petitioners maintain that
Huvis provided no industry standards from any source or country.
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The petitioners argue that the purchase of TPA from different sources aso does not judtify the
separation of TPA into different grades. The petitioners cite Brass Sheet and Strip from Canada; Fina
Reaults of Antidumping Duty Adminidrative Review, 62 FR 16759, 16762 (April 8, 1997) and assert
that the Department does not normally caculate costs separately smply because inputs are purchased
from different sources. Additiondly, the petitioners contend, it is gpparent that the reason for the price
difference in the TPA purchased by Huvislies not in its purity, but the source from which it was
purchased. The petitioners maintain that the Department should continue to rglect Huvis unsupported
separation of TPA into grades based on the existence of trace impurities.

The petitioners assart that EG isamgor input in the production of subject merchandise. The
petitioners maintain that the Department gppropriately consdered EG amgor input in its preliminary
results and should continue to do so iniitsfina results. Thus, the petitioners contend that the
Department should apply the mgor input rule to use the highest of the transfer price, market price or
the effiliate’s cost of production. Additionaly, the petitioners argue, the Department should continue to
dlocate SG& A and interest expenses to the COP of EG purchased from Huvis' affiliated supplier. The
petitioners assert that the Department’ s reference to the affiliated supplier’ s sdes of EG as
miscellaneous and non-primary in its cost verification report is questionable. According to the
petitioners, areview of the sdesin question indicates that they are part of amuch larger body of sdes
that are not miscellaneous.

The petitioners contend that based upon the Department’ s remarks, primary products are finished
goods and “non-primary” products are everything else. The petitioners argue that such “non-primary”
products make up a sgnificant percentage of the affiliated supplier’ stota sales. Moreover, the
petitioners maintain, sdes of such “non-primary” or “miscellaneous’ products were congdered
important enough by the supplier’ s auditors to require a separate schedule in the financid statements.
Thus, the petitioners contend, the Department should consider these sales as materid in nature instead
of “miscdlaneous’ and dlocate SG& A and interest to them accordingly.

Department’s Position: We disagree with the petitioners assertions that there are no materia
differences between the grades of TPA and that Huvis falled to provide meaningful comparisons. The
Department’ s cost verification team reviewed the technica specifications for each grade of TPA and
found that they differed significantly based on purity, particle Sze, color and dkdine transmittance. See
Memorandum from Robert Greger and Mark Todd to Ned Halper, Director, Office of Accounting,
“Verification Report on the Cost of Production and Congtructed Vaue Data Submitted by Huvis
Corporation,” dated July 2, 2003 (“Huvis Cost VR”), a 15. The verifiers determined that these
differences were sufficient enough to warrant separate classfication and that each grade bears a distinct
cost. See HuvisCost VR, a 15. Contrary to the petitioners claim, the grades of TPA did not vary
solely based on source. Moreover, Huvis separately tracks each grade of TPA in itsinventory control
and cogt accounting systems, and its suppliers use the same classfications in their sales documentation.
We therefore agree with Huvis that the Department should consider each grade of TPA as a separate
raw materid inits mgor input analyss and we have conducted our andyss accordingly.
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Under section 773(f)(2) of the Act, transactions between affiliated parties may be disregarded if the
transfer price does not fairly reflect the amount usudly reflected in the market under consderation. In
applying the statute, the Department normally compares the transfer price paid by the respondent to
affiliated parties for production inputs to the price paid to unaffiliated suppliers, or, if thisis unavailable,
to the price a which the ffiliated parties sold the input to unaffiliated purchasersin the market under
congderation. If the input in question congtitutes a maor input under section 773(f)(3) of the Act, the
Department compares the transfer price and the market price to the affiliated supplier’s COP and
adjusts the reported costs to reflect the highest of the three amounts. See, e.g., Certain Corrosion-
Resistant Carbon Steel Hat Products and Certain Cut-to-L ength Carbon Steel Plate from Canada:
Find Reaults of Antidumping Duty Adminigrative Reviews, 62 FR 18448, 18456 (April 15, 1997) and
Notice of Fina Determination of Sales at Less Than Fair Vaue: Carbon and Certain Alloy Sted Wire
Rod From Mexico, 67 FR 55800 (August 30, 2002), and accompanying Issues and Decision
Memorandum, at Comment 13.

In accordance with section 773(f)(3) of the Act, for each of the three grades of TPA purchased during
the POR we compared the average purchase price paid to affiliated parties during the POR to the
average purchase price paid to unaffiliated parties, when available, and to the affiliated suppliers cost
of production. For one affiliated supplier, we applied an adjusted SG& A ratio to the supplier’s COM
in caculating COP (see Comment 6 below). Asaresult of our comparisons, we determined that sales
of two grades of TPA were made at arm’s length prices. For athird grade of TPA, we determined that
sales were made at prices below the affiliated supplier’s COP. We therefore adjusted Huvis COM to
reflect the higher COP for that grade of TPA.

We agree with Huvis that its purchases of EG from its ffiliated supplier do not condtitute a mgor input
in the production of PSF. These purchases do not represent a significant percentage of the total COM.
Further, Huvis affiliated supplier did not produce EG, but rather resold EG to Huvis that it had
purchased for its own needs. Therefore, in accordance with section 773(f)(2) of the Act, we have
compared the average purchase price paid for EG to Huvis' affiliated supplier during the POR to the
average purchase price paid to unaffiliated parties. In doing so, we have determined that Huvis
purchases of EG from its effiliated supplier were & arm’slength prices. Thus, we have not adjusted
these pricesin our find results.

Comment 6. Huvis Affiliated Supplier’s SG& A

Petitioners' Argument: The petitioners disagree with the revised SG& A ratio for Huvis affiliated
supplier presented on the first day of verification. Although the petitioners agree with the excluson of
some costs from the revised ratio, they contend that the research expenses and foreign branch
operating expenses that were excluded are related to the genera operations of the company asa
whole. The petitioners cite Notice of Find Determination of Sdes at Less Than Fair Vaue: Sainless
Sted Sheet and Strip in Cails from Japan, 64 FR 30574, 30589 (June 8, 1999) (“SSSSC from
Japan”) and assert that the Department has consstently held that SG& A expenses should be caculated
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based on the generd operations of the company. Thus, the petitioners argue, in kegping with past
precedent the Department must add back these expenses. Additiondly, the petitioners assert, while
Huvis has removed expenses from the affiliated supplier’'s SG& A, no record evidence existsthat a
corresponding adjustment was made to the denominator of the SG& A ratio caculation.

The petitioners argue that the Department should use the cost of manufacturing and not the cost of
production as the denominator in the caculation of the affiliated supplier’s SG& A ratio. The petitioners
assart that using the cost of goods sold (*COGS’) as the denominator is appropriate when no other
denominator isavailable, but that in this case the fiscd year cost of manufacturing is on the record in the
affiliated supplier’ sfinancid statements. The petitioners assart that the COM in the affiliated supplier’'s
financid gatementsis only one component of the COGS and that it is aso synonymous with the
Department’'s COM. The petitioners cite Large Newspaper Printing Presses and Components
Thereof, Whether Assembled or Unassembled, From Jepan: Fina Results Antidumping Duty
Adminigrative Review, 66 FR 11555 (February 26, 2001), and accompanying Issues and Decision
Memorandum, at Comment 4 and contend that usng COM as the denominator isin kegping with the
Department’ s practice of calculating profit and expense ratios using a denominator that includes the
same cost components as the constructed value to which they apply. Moreover, the petitioners argue,
it isaso in keegping with the Department’ s antidumping manua, which dictates that the fiscal year
COGS used as the denominator of the genera and adminidtrative (“G&A™) ratio should be adjusted for
categories of expense not included in COM. Thus, the petitioners assert, because the COGSin the
affiliated supplier’ sfinancid statementsincludes many items that are not part of COM, the Department
should determine that COM is the appropriate denominator.

Respondent’ s Argument: Huvis argues that the Department should not apply any G&A ratio to
purchases of EG from its affiliated supplier. Further, Huvis contends, the Department should use the
revised G& A rétio submitted at verification for purchases of TPA from its affiliated supplier.

Department’s Position: We agree with the petitioners that research expenses and foreign branch
operating expenses that were excluded from the SG& A ratio caculation for Huvis' affiliated supplier
should be included because they relate to the genera operations of the company asawhole. See, eq.,
SSSSC from Japan and Notice of Find Determination of Sdesat Less Than Fair Vaue: Sainless Sted
Sheet Round Wire from Taiwan, 64 FR 17336, 17338 (April 9, 1999). Thus, for the find results, we
have adjusted the submitted SG& A ratio for Huvis' affiliated supplier to include these expenses and
have used the adjusted ratio to calculate COP for our mgjor input analysis (see Comment 5 above).

We disagree with the petitioners that the Department should use the cost of manufacturing and not the
cost of goods sold as the denominator in the caculation of the affiliated supplier's SG& A ratio. Huvis
use of COGS as the denominator is consgstent with the Department's practice of caculating G& A
expenses by dividing fiscal-year G& A expenses by fisca-year COGS (adjusted for categories of
expense not included in COM, such as packing) and then gpplying the percentage to the COM of the
product. See, eq., Bal Bearings and Parts Thereof from France, Germany, Italy, Japan and the United
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Kingdom; Find Results of Antidumping Duty Adminidrative Reviews, 67 FR 55780 (August 30,
2002), and accompanying Issues and Decison Memorandum, at Comment 35. G&A expenses are
incurred for those products that are sold during a period that were manufactured in the current as well
asprior periods. Because we consder G& A expenses as period expenses and extract them directly
from the financial statements for the period that corresponds most closdly to the POR, the G& A ratio
should be caculated based on expenses (i.e., COGS) that are dso reflected in the financid statements
for the same period. Accordingly, we have continued to use COGS as the denominator in the
cdculation of the affiliated supplier’s G& A ratio.

Comment 7: Huvis Parent Company G& A

Petitioners’ Argument: The petitioners argue that the Department should include a portion of Huvis
parent companies G&A expensesin the cogt of production. According to the petitioners, record
evidence clearly shows that Huvis two parent companies were sgnificantly involved in Huvis
operations and provided assistance in the form of loan guarantees, insurance payments and royalty
expenses. The petitioners cite the SAA at 834-5 and contend that whether or not Huvis chooses to
quantify these expenses incurred on its behdf, the Department has an obligation to do so. The
petitioners maintain that it is the Department’ s practice to dlocate a portion of the parent company’s
G&A expensesto the subsidiary if the parent company provided any servicesto it or incurred any
expenses on its behdf. See Brass Sheet and Strip From Canada; Find Results of Antidumping Duty
Adminidraive Review, 65 FR 37520 (June 15, 2000), and accompanying Issues and Decision
Memorandum, a Comment 2.

The petitioners argue that expenses related to loan guaranteesincurred by SK Chemicas and Samyang
on Huvis behaf should be dlocated back to Huvis. The petitioners acknowledge that the Department
included the actud guarantee feesin itsimputed credit expense caculation, but assert that other costs
incurred in setting up and adminigtering loan guarantees were not included in Huvis COP. The
petitioners contend that such expenses should include generd and adminigtrative costs and increased
interest expenses due to the increased debt level experienced as aresult of the contingent ligbility for
Huvis debt. The petitioners maintain that SK Chemicasis contingently liable for an amount equd to
two thirds of its own debt and that Samyang is contingently liable for an amount equa to one and one
haf times its own debt. The petitioners argue that both companies must have experienced higher
interest rates as aresult. Therefore, the petitioners suggest, the Department should include an estimated
amount for the additiond interest expenses that must have been incurred.

The petitioners argue that insurance expense incurred by SK Chemicals on Huvis behdf should be
dlocated back to Huvis. The petitioners assert that based on an analysis of SK Chemicas financiad
satements, certain assets (e.9., the Suwon and Ulsan factories) that were transferred to Huvis were il
insured by SK Chemicals. The petitioners suggest that the appropriate insurance cost to includein
Huvis COP can be estimated by caculating the ratio of Huvis assets on SK Chemicd’ s booksto the
vaue of dl assets and multiplying the result by the amount of insurance premiums paid during the fiscd
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year.

The petitioners contend that certain royaty expenses were not accounted for in Huvis COP. The
petitioners note that the Department’ s Antidumping Manuad at chapter 8, page 34 dates that
“manufacturers and sdlersincur royaty expenses when sdlling merchandise which is produced under
license from another company.” According to the petitioners, the fact that Huvis has indicated it does
not pay aroyaty expense should not be afactor in deciding whether or not such an expense should be
accounted for inthisreview. The petitioners contend that because royaty payments are related to
differences between products and such differences likely result from research and devel opment efforts,
areasonable estimate of the royaty expense would be the research and devel opment costs of Huvis
afiliae

Respondent’ s Argument: Huvis argues that the Department should not recaculate its reported G& A
to reflect expensesincurred by Samyang or SK Chemicals. Huvis contends that thereis no evidence
that these companiesincurred any actuad G&A or interest expenses on Huvis behdf and thereisno
legd or factua basisfor the Department to add fictitious expenses to Huvis cods. Furthermore, Huvis
assarts, there is no basis for the Department to artificidly inflate Huvis current costs on the off chance
that such an expense might occur in the future if certain unlikely contingencies occur.

Huvis argues that even if an adjustment were required for loan guarantees, it would have to account for
the fact that loan guarantees for Huvis represent only a portion of the two parent companies’ totd
contingent liability for affiliated companies. Regarding insurance, Huvis assarts that the petitioners have
samply misread SK Chemicas financid statements. Huvis Sates that as the Department saw at
verification, SK Chemicals dso has factories located a Suwon and Ulsan. Huvis maintains that
contrary to the petitioners assertions, the insured assets on SK Chemicals' balance sheets belong to
SK Chemicds and not to Huvis. Huvisarguesthat al of its buildings, machinery and other assets were
insured by Huvis done.

In regards to royaty expenses, Huvis argues that the petitioners provide no support for the proposition
that the Department may impute royaty expenses when none are actudly paid. Moreover, Huvis
assarts, the petitioners do not provide any evidence that Samyang incurs any actua expensein
mantaining a brand name for PSF. According to Huvis, dl of its cusomers are certainly aware thet the
company that sellsthe PSF to them is Huvis and there would be no reason for Samyang to market its
name in the PSF indudtry.

Department’s Position: We disagree with the petitioners that the Department should include
additiona parent company G& A expensesin Huvis G&A ratio. For the proposed loan guarantee and
royaty expenses, no record evidence exists that shows that such expenses were ever actudly incurred
by either SK Chemicas or Samyang on Huvis behdf. Under section 773(b)(3)(A) of the Act, sdling,
generd and administrative expenses should be based on actud data pertaining to the production and
sdes of theforeign like product. In keeping with the Satute, it is the Department’ s practice not to
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include imputed expensesin the calculation of COP or CV.

Additiondly, the petitioners assertion that SK Chemicas financid statements show that SK Chemicas
paid insurance on assets owned by Huvis gppears to rest on a mignterpretation of those financid
gatements. As the Department noted at verification, the particular assets referred to by the petitioners
were actudly facilities belonging to SK Chemicas|located at the same Stesas Huvis plants. See Huvis
Cost VR, at 3-4, 17. All assetsrelated to PSF production were transferred from SK Chemicals to
Huvis financia statements when Huvis was established. Thus, the evidence indicates that the insurance
expenseincurred by SK Chemicals was unrelated to Huvis. For purposes of the find results, we have
not adjusted Huvis submitted G& A ratio caculation for additiona parent company G& A expenses as
suggested by the petitioners.

Comment 8: Huvis Per-Unit G& A Calculation

Petitioners' Argument: The petitioners assert that the Department erred in its Prdiminary Results by
applying the adjusted G& A expense and interest expense ratios to Huvis reported COM. According
to the petitioners, the Department should have applied the ratios to the revised COM, which reflected

adjustments for purchases of raw materials from effiliated parties at non-arm’s length prices. Thus, the
petitioners argue, the Department’ s calculated per-unit G& A and interest expenses are incorrect.

Respondent’ s Argument: Huvis argues that the Department correctly applied the revised G& A and
financid expenseratiosin its margin caculation program. Huvis maintains that the ratios were correctly
gpplied to its reported COM because these ratios are cal culated based on the cost of salesin Huvis
financid statements, which do not reflect the Department’ s adjustments to COM.

Department’s Position: We disagree with the petitioners that the Department incorrectly applied the
G&A and interest expense ratios to Huvis' reported COM in its Prdiminary Results. As noted by
Huvis, these ratios were correctly applied because the COGS used as the denominator was on the
same basis (i.e., they contained the same cost eements, in this case the transfer price of raw materias)
as the reported COM to which it was applied. Thus, for purposes of the find results, we continue to
apply the ratios to the reported COM.

Comment 9: East Young's Comparison Market

Respondent and Interested Party’ s Argument: East Young and Stein Fibers (heresfter, “East
Young”) contend that the Department should use East Young's U.K. sdles as its comparison market for
thefind results. Asasserted in its November 4, 2002, submission, East Y oung contends that the
petitioners September 30, 2002, market viability alegation was untimely and that the precise deadlines
for market viability dlegations are very specific. Eagt Y oung argues that the Department recognizesiit
“must inform exporters a an early stage of a proceeding asto which saes they must report.” See
Antidumping Duties, Countervailing Duties (Preamble), 62 FR 27296, 27357 (May 19, 1997); dting
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Statement of Adminidrative Action. East Y oung asserts that the Department abused any discretion it
might have to extend the deadline for the market viability dlegation. In addition, East Y oung contends
that the Department has demongtrated an ingtitutiona bias in accepting two untimely alegations (market
viability and sdles below cos) filed by the petitioners. See Memorandum from Team to Susan
Kuhbach, “ Selection of Comparison Market for East Young,” dated November 20, 2002 (* East

Y oung Selection Memo”); see dso Memorandum from Team to Susan Kuhbach, “Petitioners
Allegation of Sales Below the Cost of Production,” dated October 21, 2002. For the above reasons
aone, Eagt Y oung contends that the Department should use the United Kingdom sales database timely
submitted by East Y oung and verified by the Department for the find results.

Eagt Y oung asserts that the Department adopted a major change with respect to which comparison
market should be reported by respondents, without prior notice and comment. According to East

Y oung, the Department is required to issue public notice and offer an opportunity for public comment
before implementing sweeping changes to its regulatory practice. See Lamoile Valey R.Co. I.C.C,,
711 F.2d 295, 328 (D.C. Cir. 1983). East Y oung contends that the Department’ s decision to require
East Y oung to prepare an additiond database was fundamentaly unfair, asit imposed afinancia and
adminigrative burden on East Y oung and unfairly inflated its antidumping duty margin. East Y oung
asserts that the record shows that the Department’ s request for the Morocco database was
unreasonable, if not aso unlawful.

Inthis case, East Y oung contends that the petitioners have the burden of establishing that the U.K. sales
that otherwise meet the five percent volume threshold are “ unrepresentative’ for purposes of NV. See
Alloy Piping Products, Inc. v. United States, 201 F. Supp. 2d 1267, 1277 (CIT 2002) (“Alloy
Piping’); see also section 773(a)(1)(B)(ii) of the Act. East Y oung argues that the Department’s
Preliminary Results confirm that the petitioners failed to meet their burden. Eagt Y oung assertsthet it
was not sdlling in the United Kingdom below the cost of production and the sales data collected by the
Department shows a uniformity in East Y oung's pricing in the various world markets. East Y oung
argues that an European Union (*E.U.”) antidumping duty (“AD”) order based on areview of other
Korean producersis not probetive in light of the solid facts developed concerning East Y oung’s pricing
in this record.

East Y oung argues that the Department only purports to gpply the following regulatory criteriafor
purposes of concluding that the Morocco saes database was more representative than the U.K. sales
database:

1) theforeign like product exported to a particular third country is more Smilar to the
subject merchandise exported to the United States than isthe foreign like product
exported to other third countries,

2) the volume of sdlesto aparticular third country islarger than the volume of sdesto
other third countries; and

3) such other factors as the Department considers appropriate.
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See 19 CFR 351.404(e). East Y oung asserts that the Department did not perform a complete andysis
based on the criteria set forth above. According to East Y oung, with respect to the first criterion, the
U.K. sdes database is overwhemingly more representative than the Morocco sales database. East

Y oung points out that the finish of products sold to the United States and United Kingdom was either
dry or sliconized, while al sdlesto Morocco were sliconized. East Y oung aso argues that the U.K.
sdes database is more representative in terms of grade.

Second, with respect to the volume criterion, East Y oung contends that sales to Morocco barely meet
the Department’ s formd criteriafor viability, while sdesto the United Kingdom were a subgtantia
percent of itsU.S. sales. Eagt Y oung asserts that the number of sales made to the United Kingdom is
much more representative and comparable to the number of U.S. sdes than the smal number of sales
to Morocco. East Y oung contends that the volume and number of sdes of smilar grade merchandise
ensures that there would be many more comparison sales when the U.K. market is the comparison
market, thus promoating the “accuracy” dlegedly being sought by the Department. See Rhone Poulenc
v. U.S,, 899 F.2d 1185, 1195 (Fed. Cir. 1990).

East Y oung argues that the Department based its decison to use the Morocco sales on the third
criterion, and that the Department’ s preliminary finding isinconsstent with record evidence and its own
memorandum. East Y oung contends that the memorandum concerning the choice of comparison
market concluded that:

There are not sufficient facts on the record of this review to make determinations as to the
representativeness of East Y oung's prices in the United Kingdom, or whether a particular
market Stuation exigsin the United Kingdom that would render sdesin such market
ingppropriate for purposes of caculating normal value.

See Eagt Young Sdlection Memo, a 3. East Y oung argues that the Department was aware, at the time
the memorandum was prepared, of the dlegation that the U.K. market could not be used due to the
E.U. AD order in place on Korean PSF, but declined in the memorandum to make such aper serule.
East Y oung contends that the Department explicitly indicated that it would gather record evidence and
weighit. According to Eagt Y oung, the Department only performed the first of its two statutory
obligations, as the data gathered with respect to product smilarity and volume overwhelmingly favor the
U.K. market. East Y oung argues that the Department did not gather any further evidence to confirm
the dlegation that East Y oung's U.K. prices were not as representative merely due to the existence of
the AD order. East Young asserts that the Department treated the AD order as digpositive in the face
of overwheming contrary evidence concerning the other factors.

East Y oung further contends that the Department has ignored the record in this case and indtituted a
new policy of disqudifying a respondent’ s comparison market merely due to the existence of an AD
order. East Young asserts that the Department’ s decision to impose sweeping changes in practice after
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the sales databases were submitted condtitutes an unlawful penaty. East Y oung reasons that assuming
the Department is entitled to congder the rlevance of the E.U. AD order in the circumstances of this
review, itsrelevance is greatly diminished in view of the Department’ s finding of no likelihood of saes
made by East Y oung below the cost of production.

Petitioners' Argument: In rebuttd, the petitioners cite the Court of Internationd Trade' s statement
that “the goa of accuracy cannot be achieved if Commerce relies on dumped third country pricesto
cdculate NV ...” See Alloy Biping, a 1267, 1277. The petitioners rebut East Y oung's claim that the
“market viability” alegation wasfiled over two monthslate. The petitioners acknowledge that
dlegations concerning market viability are due within 40 days after the transmittd of the initid
guestionnaire. The petitioners argue, however, that the submission was “late’ due to the fact that East
Y oung's questionnaire regponse, which for the first time identified the United Kingdom as its
comparison market, was filed some three weeks after the inviolate “deadline” that East Y oung dleges
was missed. According to the petitioners, East Y oung's claim that they were even required to filea
market viability alegation iswrong, as the petitioners contend that it is not necessary where a dumping
finding exigs See Alloy Piping.

The petitioners assert that the Department’ s rgjection of East Y oung's U.K. sdles does not involve a
change of policy, asthiswas anew issue before the Department. The petitioners contend that East

Y oung has misapplied Lamoile Vdley. In that case, according to the petitioners, the D.C. Circuit Court
was opining on the requirements of the Adminigtrative Procedures Act (“APA”), and the CIT has

dated that “the APA does not apply to antidumping administrative proceedings” See GSA Sr.L. V.
United States, 77 F. Supp. 2d 1349, 1359 (CIT 1999).

The petitioners stress that Alloy Piping stands for the proposition that third country prices subject to an
antidumping finding are per se unusable for calculating NV. The petitioners argue that the Department
properly determined to rgject East Y oung’ s prices to the United Kingdom on the weight of the EC
Antidumping Finding, dated December 22, 2000, without gathering “further evidence’ asto the true
nature of Eagt Y oung’'s dumping in the EC. The petitioners assert that the Department is not required
to conduct an independent analysis of East Y oung's selling practices into the United Kingdom, and the
Department is within its discretion to take adminigtrative notice of afinding issued by a competent
authority and member of the WTO.

According to the petitioners, even if the merchandise sold to the United Kingdom was “more smilar” to
U.S. merchandise than Morocco sdes, the Department is till obliged to consider “other factors.” The
petitioners argue that where those “other factors’ indicate that a particular market is not suitable for
comparison purposes, the Department will rgject that comparison market even where it is otherwise
viable. See Notice of Final Determination of Sdes at Less Than Fair Vaue, Fresh Atlantic Sdmon
From Chile, 63 FR 31411, 31418 (June 9, 1998); see also Certain Fresh Cut Flowers From
Coombia; Prliminary Results of Antidumping Duty Adminidretive Review, 64 FR 8059, 8061
(February 18, 1999).
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With respect to East Y oung' s assertion that the sdlection of an “incidental” market (Morocco) over a
market with “plentiful matches” (United Kingdom) contradicts Rhone Poulenc, the petitioners contend
that “accuracy” is not necessarily achieved by selecting the country with the most product matches.
The petitioners cite 19 CFR 351.401(e)(3) to highlight that “other factors’ must aso be considered.
The petitioners stress that Alloy Piping emphasized accuracy, in that the Department did not rely on any
comparison market prices subject to an antidumping finding. Accordingly, the petitioners Sate thet the
Department must continue to use Morocco as the comparison market for caculating NV.

Department’s Position: We have continued to use Morocco asthe basisfor NV. Giventhe E.U.’s
finding of dumping of Korean PSF, we believe that our request that East Y oung provide data on an
dternative third-country comparison market was justified and in accordance with our regulations.

Asthe Court noted in Alloy Biping, the Department cannot rely on dumped third-country pricesin
caculating an accurate NV because the “god of accuracy cannot be achieved” using such prices. See
Alloy Fiping, at 1267, 1277. The existence of an E.U. AD order againgt PSF from Koreais arelevant
factor in determining whether to use the U.K. market as abasisfor determining NV. Concerning East
Young's clam that East Y oung is not specificaly cited in the AD order, the order coversal PSF sold
from Korea to the United Kingdom, including sales made by East Young. Contrary to East Young's
arguments, we have followed the three criteria of section 351.404(e) in determining the appropriate
comparison market for purposes of caculating NV. While the United Kingdom satisfies the first two
criteriacited by East Y oung, we have rgected the United Kingdom on the grounds of the third
criterion. Asnoted in the Prliminary Results, the Department eva uates “ such other factors’ on a case-
by-case basis. In this case, the Department holds that the E.U. finding of dumping with respect to the
same product from Koreaiis a sgnificant factor that must be considered in determining whether the
comparison market sales are gppropriate for usein our anadyss. Consgent with Alloy Piping, we find
that the E.U. finding of dumping on Korean PSF renders the U.K. market an ingppropriate comparison
market and have continued to calculate NV based on sales to Morocco for the final results.

Comment 10: East Young's G& A Ratio

Respondent’ s Argument: East Y oung argues that the Department improperly caculated its G& A rétio
by omitting various adjustments. East Y oung contends that the Department should deduct amounts for
marine insurance and credit expense and less charge from the totd amount of G& A used as the Sarting
point in the G& A ratio caculation, as these expenses are dready reported in the sales databases. East
Y oung contends that, if the Department felt that East Y oung had not documented its right to these
deductions, then it had an obligation to ask East Y oung for further documentation. East Y oung argues
that, at a minimum, the Department should permit East Y oung to submit worksheets in support of the
clamed adjustments.

East Y oung further asserts that the Department should deduct commissions from the G& A expense
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ratio calculation because East Y oung paid no commission on sdesin thisreview. In addition, East

Y oung asserts that an amount related to compensation for problems with merchandise sold to a country
not implicated in this review should be removed from the numerator of the G& A ratio. Thefind
adjustment, as argued by East Y oung, involves an entry entitled “Reversd of severance pay liability.”
East Y oung stresses that the Department included the amount from the severance pay account but did
not deduct the amount of the reversal shown on the income statement. East Y oung argues that the
Department should ether remove both amounts from the caculation of the numerator or credit the
reversd againg the amount of the severance pay.

Petitioners’ Argument: The petitioners argue that the Department’s G& A calculation for East Y oung
iscorrect. The petitioners assert that East Y oung previoudy made the arguments for disalowing the
adjustments for marine insurance, credit expense and less charge, and commissions without providing
any supporting documentation. See East Y oung's October 29, 2002 submission, at 5. According to
the petitioners, the Department, in its analyss of the petitioners sdes below cost dlegation, stated that
it was unable to specificaly identify in East Y oung'sfinancid statements the insurance and fees and
charges East Y oung sought to have removed from the G& A expense cdculaion. See Memorandum
from Team to John Brinkmann, “Petitioners Allegation of Sades Below the Cost of Production for East
Young Co., Ltd.,” dated December 6, 2002 (“December 6 Memorandum™), at 4.

The petitioners further contend that East Y oung never objected to the G& A ratio as cdculated by the
Department, and the Department verified these expenses. According to the petitioners, the Department
noted that East Y oung’ sincome statement did not segregate salling expenses from G& A expenses and
stated that, based on the descriptions of the accounts, they al appeared to be genera and
adminigrative in nature. See Memorandum from Team to File, “Prdiminary Results Cdculation
Memorandum for East Y oung Co., Ltd.,” dated June 2, 2003 (“East Y oung Preliminary Cacs’), at 3.

The petitioners argue that East Y oung's assertions concerning a miscellaneous loss and severance pay
aso should be rgected. Firg, the petitioners contend that the vaidity of East Y oung's claims cannot be
substantiated because the record has been closed for severa months. Second, the petitioners note that
both expenses relate to generd operations, and the Department has congstently included such expenses
in the calculation of the G&A ratio. See SSSSC from Japan, at 30574, 30589-90. Accordingly, the
petitioners contend that the Department should continue to calculate East Y oung's G&A ratio inthe
same manner as the preiminary results.

Department’s Position: We agree with East Y oung in part, and have made certain adjusments to
East Young's G& A ratio cdculation. With respect to marine insurance and less charge, we made
deductions to the total G& A amount to the extent that we could tie these expenses to the United States,
Morocco, and United Kingdom sales databases. While we recognize that the G& A rtio is calculated
on afiscd year basis (i.e., year 2001), the record evidence does not allow usto tie expenses directly to
year 2001 sales. Nevertheless, to include these expenses in the G& A ratio when they have been
separately reported as salling expenses would be double-counting. Therefore, we have adjusted the
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total G&A amount by the amount reported in East Y oung's U.S., Morocco, and U.K. sales databases.
See Memorandum from Team to File, “Find Results Cdculation Memorandum for East Y oung Co.,
Ltd.,” dated October 6, 2003 (“East Young Fina Calcs’). With respect to credit expenses, as Stated
in the Department’ s questionnaire, these expenses are “the interest expense incurred (or interest
revenue foregone) between shipment of merchandise to a customer and receipt of payment from the
customer.”* The Department normally imputes this expense to capture the “ opportunity costs (rather
than actua cogts) that are not reflected in the financid records of the company being investigated, but
which must be estimated and reported for purposes of an antidumping inquiry.”? Because these are
imputed expenses that are not included in acompany’ s financiad statements, there is no evidence on the
record that the Department is double counting these expenses by including the remaining “fee and
charge’ expensesin the G& A expense ratio caculation.

We have deducted commissions from the numerator of the G& A ratio because commissons are sde-
gpecific direct selling expenses that should not be included in G& A expenses. Additionaly, we agree
with Eagt Y oung's argument that a deduction should be made for compensation for problems with
merchandise sold to a country not implicated in thisreview. East Y oung provided necessary
documentation to support its assertion that this expense related to a sale outside of thisreview. See
East Y oung Supplementa Questionnaire Response, dated December 20, 2002, a 4 & Exhibit SR-1.
Although we agree that this deduction should be made, we have cagpped the amount of the adjustment
by the actud amount of the clam, as reported in the supporting documentation (see East Y oung Find
Calcs).

Finaly, we disagree with Eagt Y oung that an adjustment to the G& A amount for “Reversd of
Sseverance pay liaility” iswarranted. In the preiminary results, we denied this adjustment, Stating that
this income account pertained to a provision for severance liability madein prior periods (see East
Young Preliminary Calcs, a 3). East Y oung has pointed to no evidence on the record to warrant
changing our preliminary finding that this severance liahility pertained to prior periods.

RECOMMENDATION

Based on our analysis of the comments recelved, we recommend adopting al of the above positions. If
these recommendations are accepted, we will publish the fina results of thisreview and the find
weighted-average dumping margins for dl reviewed firmsin the Federal Regider.

1See the Department’ s antidumping questionnaire, Appendix | a “Credit Expenseg’

21d. at “Imputed Expenses’
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