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Summary

We have analyzed the comments of the interested parties in the 2002-2003 adminigretive review of the
antidumping duty order covering certain steel concrete reinforcing bars (rebar) from Turkey. Asa
result of our andyss of the comments received from interested parties, we have made changesin the
margin caculaions as discussed in the “Margin Cdculations’ section of this memorandum. We
recommend that you approve the positions we have developed in the “ Discussion of the Issues’ section
of thismemorandum. Below isthe complete ligt of theissuesin this adminigrative review for which we
received comments from parties:

Treatment of Section 201 Duties

Application of High Inflation/Replacement Cost Methodology

Inputs Purchased from Affiliated Parties

Trestment of Packing Expensesin the Generd and Adminidrative (G&A) and Interest Expense
Cdculations

5 Date of Sdefor Colakoglu

6. Universe of Reviewed Transactions for Colakoglu

7. Home Market Credit Expenses for Colakoglu
8

9

~AwbdpE

Commisson Offset for Colakoglu
: Despatch Revenue and Demurrage Expenses for Colakoglu
10. Period of Review for Diler
11. Inland Freight Supplied by Diler’s Affiliate
12. Home Market Credit Expenses for Diler
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13. G&A Ratiofor Diler

14. POR Entries of Merchandise Produced by Habas

15. Revocation for ICDAS

16.  Coallapsng Issuefor ICDAS

17.  Whether to Treat ICDAS s U.S. Sales as Export Price (EP) or Constructed Export Price
(CEP) Sales

18.  Short-term Interest Rates Used for ICDAS

19.  Standard Ralling Timesfor ICDAS

20. Prior Period Reversalsfor ICDAS

21.  Ganon Sdeof Ship for ICDAS

Background

On May 5, 2004, the Department of Commerce (the Department) published the preliminary results of
the adminidrative review of the antidumping duty order on rebar from Turkey. See Certain Sted!
Concrete Reinforcing Bars From Turkey: Preliminary Results and Partid Rescission of Antidumping
Duty Adminigrative Review and Natice of Intent Not To Revoke in Part, 69 FR 25063 (May 5, 2004)
(Prdiminary Results). The period of review (POR) is April 1, 2002, through March 31, 2003.

We invited parties to comment on our preliminary results of review. Based on our andysis of the
comments recelved, we have changed the results from those presented in the preliminary results.

Margin Caculaions

We cdculated EP and norma vaue (NV) using the same methodology stated in the preliminary results,
except asfollows:

. We removed section 201 duties from the total customs duties reported by ICDAS and did not
deduct these duties from U.S. price for thefind results. See Comment 1;

. We offsst commissions paid by Colakoglu in one market with the indirect salling expenses
incurred in the other. We aso adjusted Colakoglu's G& A expense ratio to remove certain
expenses which are now reclassified asindirect sdling expenses. See Comment 8;

. We have determined that the price paid by Diler for foreign inland freight expensesto an
affiliated party isnot at arm’s length. Therefore, we have used the price reflected on the invoice
submitted by Diler for freight services provided by an unaffiliated party. See Comment 12;

. We increased Diler’ s reported indirect salling expenses to account for bad debt. See
Comment 13; and
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. In caculating the totd and variable manufacturing costs, we dlocated ICDAS srolling mill total
direct labor and other conversion cogts to specific products based on the relative actua rolling
times, exclusve of stoppage. See Comment 19.

Discussion of the Issues

Gengrd Issues
Comment 1:  Treatment of Section 201 Duties

During the POR, ICDAS paid duties pursuant to the President’ s section 201 determination upon entry
of the subject rebar to the United States. In our preliminary results, we deducted these duties from
ICDAS s U.S. price because they were included together with other customs duties in the field
“USDUTYU” inthe U.S. sdesliging.

The petitioners argue that the Department should deduct section 201 duties collected on subject
merchandise from the U.S. price for each respondent, as required by the plain meaning of the Act. In
support of this assertion, the petitioners cite section 772(c) of the Act which provides that the U.S.
price shdl be reduced by “the amount, if any, included in such price, attributable to any additiona costs,
charges, or expenses, and United States import duties, which are incident to bringing the subject
merchandise from the origind place of shipment in the exporting country to the place of ddivery inthe
United States.” The petitioners maintain that section 201 duties are “ United States import duties’ and
should, therefore, be deducted from the U.S. price.

The petitioners note that, while the Department does not deduct antidumping or countervailing duties
from the U.S. price because they are not “norma” duties, this jutification does not apply to section 201
duties. According to the petitioners, failure to account for these duties unjustly denies aremedy to
domestic producers faced with both a surge in imports and unfair trade practices. The petitioners argue
that an industry faced with both distinct problems should be entitled to distinct remedies. Findly, the
petitioners argue that deducting section 201 duties from the U.S. price is consstent with the United
States commitments under the World Trade Organization.

Colakoglu and ICDAS contend that it would be contrary to the Department’ s practice to deduct
section 201 duties from the U.S. price. Specifically, Colakoglu and ICDAS note that the Department
has explicitly addressed thisissuein prior cases. See Stainless Stedl Wire Rod from the Republic of
Korea: Find Results of Antidumping Duty Adminigrative Review, 69 FR 19153, 19157-19161 (Apr.
12, 2004) (SSWR from Korea).

Moreover, ICDAS argues that the Department should reduce the duties that it reported because it
migtakenly included section 201 duties under the fidd “USDUTYU” inits U.S. sdlesligting, dong with
other cusoms duties. Specificdly, ICDAS maintains that the Department should ca culate the amount
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of these duties by multiplying the total entered vaue by 15 percent. ICDAS argues that the Department
should subtract this amount from the fidd “USDUTYU” initsfind caculations.

Diler notes that it did not incur any section 201 duties during the POR. Therefore, Diler asserts that
thereis no basisfor the Department to deduct section 201 dutiesin its calculation of Diler's dumping
margin.

Department’ s Position:

We disagree with the petitioners that we should deduct section 201 duties from U.S. price. In
September 2003, the Department published a request for public comments on the issue of whether
section 772(c)(2)(A) of the Act requires the Department to deduct section 201 duties from U.S. prices
in caculating dumping margins. See Antidumping Proceedings: Trestment of Section 201 Duties and
Countervailing Duties, 68 FR 53104 (Sept. 9, 2003). In response to this request, the Department
received extensve comments on the record of the 2001-2002 antidumping duty adminisirative review
of stainless sted wire rod from Korea. See SSWR from Korea at Appendix |. After considering all
comments, the Department determined that it is not gppropriate to deduct section 201 duties from U.S.
prices in caculating dumping margins because such duties are not U.S. import duties within the meaning
of the statute, and deducting them from U.S. pricesin the caculation of dumping margins would
condtitute a double collection of these duties. Rather, it was Congress’ intention to treat section 201
duties and antidumping duties as separate and complementary trade remedies.

The petitioners have offered no new reasons for departing from the practice set forth in SSWR from
Korea. Therefore, we have continued to find that section 201 duties should not be deducted from the
U.S. pricein the margin cadculations for the respondentsin this case. Consequently, we have not
deducted such duties from ICDAS s U.S. price for the final results.

Comment 2:  Application of High Inflation/Replacement Cost Methodol ogy

During the POR, Turkey experienced high inflation. Therefore, the respondents reported their sales
expense data on amonthly basis, and they reported their cost data using a replacement cost
methodology. We accepted this data for purposes of the preliminary results, and we performed our
margin caculaions using the specia methodology adopted for high inflation cases. See Prdiminary
Results, 69 FR at 25065-25066.

The petitioners argue that the Department has no basis to apply the high inflation/replacement cost
methodol ogy with respect to Diler and ICDAS. According to the petitioners, sSince both of these
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respondents used a shortened reporting period,* the Department should determine whether the high
inflation methodology is warranted in this review based on the inflation experienced during these
companies respective reporting periods rather than during the entire POR.  See Silicomanganese From
Brezil: Find Results of Antidumping Duty Adminidraive Review, 69 FR 13813 (Mar. 24, 2004) and
accompanying Issues and Decison Memorandum at Comment 4 (Silicomanganese from Brexil).

According to the petitioners, the inflation rate during the reporting periods in question (i.e., April 1 to
December 31, 2002) was 18.11 percent, which the petitioners assert trandates to an annud inflation
rate of 24.84 percent. The petitioners contend that it is the Department’ s practice to apply the high-
inflation methodology for reporting cost of production (COP) and congtructed value (CV) data when
the annud inflation rate exceeds 25 percent. See Natice of Final Determination of Salesat Less Than
Fair Vaue: Certain Cut-to-L ength Carbon Qudity Sted Plate Products from Indonesia, 64 FR 73164,
73170 (Dec. 29, 1999) (Rate from Indonesa). Therefore, the petitioners maintain that the Department
should calculate COP and CV under its normd, non-inflation methodology for the fina results for these
respondents.

ICDAS disagrees with the petitioners claim that the inflation rate during the shortened reporting period
was only 18.11 percent. Ingtead, ICDAS maintains that the inflation rate was 20.247 percent which
trandates to an annual inflation rate of 26.996 percent. ICDAS speculates that the difference in the
figures appears to be due to the fact that the petitioners considered the change in wholesale price index
(WPI) between the end of April and December 2002, rather than the change in the WP between the
end of March and December 2002. Therefore, ICDAS contends that it has properly submitted its
COP and CV data based on the high-inflation method.

Diler argues that the Department should continue to apply its high inflation/replacement cost
methodology to Diler’s nine-month reporting period. Diler maintains that the Department has discretion
in applying the 25-percent guiddinein its determination of whether to gpply the high
inflation/replacement cost methodology in a particular proceeding. Moreover, Diler contendsthet it is
unclear how the petitioners expect the Department to now revise its cal culation methodology because
the respondents have reported their cogts for this administrative review based on the high
inflation/replacement cost methodology, as requested by the Department. According to Diler, the
Department would need to have available Diler’sand ICDAS s actud materia consumption costsin
order to use the standard calculation methodology. Therefore, Diler maintains that the Department
should continue to use the high inflation/replacement cost methodology for the find results.

! Both of these companies requested that the Department permit them to report home market
sdes during a nine-month period, rather than over the entire POR, in light of the facts that: 1) they hed
only asmal number of exports to the United States during these months (and none in the remaining
months); and 2) home market salesin the remaining months would not be matched to U.S. sdes under
the Department’ s high inflation methodol ogy.



Department’ s Position:

In cases where the annud inflation rate exceeds 25 percent during the period of review, it isthe
Department’ s practice to perform its margin caculaions using a high-inflation methodology. See, eq.,
Silicomanganese from Brazil at Comment 4; Plate from Indonesia, 64 FR at 73170; Notice of
Preliminary Determination of Sdesat Less Than Fair Vaue: Certain Cold-Ralled Carbon Stedl Hat
Products from Turkey, 67 FR 31264, 31265 (May 9, 2002), unchanged in the find determination;? and
Ferroslicon from Brazil: Fina Results of Antidumping Duty Adminidrative Review, 61 FR 59407,
59408 (Nov. 22, 1996). Because Turkey’s economy experienced significant inflation during the POR,
in the preliminary results we limited our comparisons of export price to home market sdes made during
the same month in which the U.S. sale occurred and did not gpply our “90/60" contemporaneity rule.
See Preliminary Results, 69 FR a 25065. This methodology minimizes the extent to which calculated
dumping margins are overstated or understated due solely to priceinflation that occurred in the
intervening time period between the U.S. and home market sdes.

We disagree with the petitioners that the inflation rate during the reporting period isless than 25 percent
when expressed on an annudized bass. We find that the petitioners miscd culated the inflation rate
when they used the end of April 2002 as the sarting point for the nine-month reporting period. We
note that the Turkish WPI reports average indexed wholesae rates and we consider these figures to be
on a mid-month to mid-month basis. Therefore, to capture the entire nine-month reporting period it is
most accurate to calculate the inflation rate from March through January. The annualized infletion rate
during this period is 32.26 percent, which exceeds the Department’ s generd threshold. Further, we
note that the inflation rate during the POR is 35.15 percent, dso above the threshold. Therefore, the
use of the high-inflation methodology is warranted in this review regardless of the period examined.

Comment 3:  Inputs Purchased from Affiliated Parties

The Department is conducting a sles-below-cost investigation for each of the respondentsin this
adminidrative review. Inits questionnaire responses, each respondent reported that it sourced inputs
or services from ffiliated suppliers. The petitioners contend that the Department did not value these
inputs gppropriatdy in the preliminary results because it falled to obtain necessary information regarding
the cog, transfer price, and market value of inputs supplied by affiliated companies. Thus, the
petitioners argue that the Department should ether re-open the record to obtain this information or
vaue such inputs based on facts available,

Specificaly, the petitioners contend that it is the Department’ s practice to obtain COP information for
major inputs purchased by a respondent from its affiliated suppliers. See, e.q., Silicomanganese From

2 See Notice of Fina Determination of Sales at Less Than Fair Vaue, Certain Cold-Rolled
Carbon Steel Hat Products From Turkey, 67 FR 62126 (Oct. 3, 2002).
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Brazil; Find Results of Antidumping Duty Adminidrative Review, 62 FR 37869, 37871 (July 15,
1997); Antifriction Bearings (Other Than Tapered Raller Bearings) and Parts Thereof From France,
Germany, Italy, Japan, Romania, Singapore, Sveden, and the United Kingdom; Fina Results of
Antidumping Duty Adminigrative Reviews and Revocation of Ordersin Part, 65 FR 49219 (Aug. 11,
2000) and accompanying Issues and Decision Memorandum at Comment 8.B; Tapered Roller
Bearings and Parts Thereof, Finished and Unfinished, From Japan and Tapered Roller Bearings, Four
Inches or Less in Outside Diameter, and Components Thereof, From Japan; Final Results of
Antidumping Duty Adminigrative Reviews and Revocation in Part of an Antidumping Finding, 61 FR
57629, 57644 (Nov. 7, 1997). According to the petitioners, the Department has normally defined a
“mgor” input as an essentid component of the finished merchandise which accounts for a significant
percentage of the total cost of materias, the total labor costs, or the overhead costs to produce one unit
of the merchandise under review. The petitioners note that the Department has discretion in
determining what congtitutes a mgjor input, and they point out that it has deemed components
comprising as little as two percent of the COP to be mgjor inputs. See Notice of Find Determination
of Sdlesat Less Than Fair Vaue: Large Newspaper Printing Presses and Components Thereof,
Whether Assembled or Unassembled, From Japan, 61 FR 38139, 38162 (July 23, 1996) (LNPP from
Japan). The petitioners Sate that in the case of a transaction between affiliated partiesinvolving a maor
input, the Department will use the higher of the transfer price, the market price, or the affiliated

supplier’ s cost of producing the mgor input. See 19 CFR 351.407(b). The petitioners aso note that
under section 773(f)(2) of the Act, the Department may disregard transactions among affiliated entities
where any dement of vaue does not fairly reflect the usua market value.

The petitioners contend that the Department is unable to apply the mgor input rule for the fina results
because it failed to obtain COP data or market values for numerous inputs supplied to the respondents
by affiliated parties. The petitioners argue that, as aresult, the Department should ether: 1) base the
vaue of such inputs on the highest single reported value of such inputs by any respondent; or 2) reopen
the record to obtain information sufficient to enable the Department to assign appropriate values to such
inputs.

Colakoglu maintains that the petitioners claim does not relate to it because its intra-company
transactions do not relate to the production of subject merchandise.

Similarly, ICDAS argues that the petitioners allegation does not apply to it because the only affiliated
supplier of amgjor input into ICDAS s production of rebar during the POR was Demir Sanayi Demir
Cdik Ticaret A.S. (Demir Sanayi). ICDAS notes that the Department collapsed Demir Sanayi’s costs
with those of ICDAS in the reported COP caculaions. Consequently, ICDAS points out that the
codis reported for the affiliate are the actual amounts incurred by that company.

Diler argues that the Department has no basis either to reopen the record of this proceeding or to use
facts available to vaue the inputs in question, given that Diler has complied with al the Department’s
requests for information regarding purchases of inputs from affiliates.



Department’ s Position:

In accordance with 19 CFR 351.407(b) and section 773(f)(3) of the Act, it isthe Department’s
practice to vaue a mgor input purchased from an affiliated entity based on the higher of: 1) the price
paid by the exporter or producer to the affiliated person for the mgor input; 2) the amount usualy
reflected in sdles of the mgjor input in the market under consideration; or 3) the cost to the affiliated
person of producing the major input. See section 773(f)(3) of the Act.

In determining whether an input is congdered “mgor” in accordance with section 773(f)(3) of the Act,
among other factors, the Department considers both the percentage of the input obtained from affiliated
suppliers (versus unaffiliated suppliers) and the percentage the individua eement represents of the
product’ stota cost of manufacturing. We relied on this methodology in Find Determination of Sdes a
Less Fair Vaue: Certain Hot-Rolled Flat-Rolled Carbon Quality Sted Products from Brazil, 64 FR
38756 (July 19, 1999) and in Natice of Find Results of the Sxth Adminigrative Review of the
Antidumping Duty Order on Certain Pasta from Italy and Determination Not to Revoke in Part, 69 FR
6255 (Feb. 10, 2004) and accompanying Issues and Decision Memorandum at Comment 32 (Pasta

from Itdy).

We disagree with the petitioners that LNPP from Japan applies here. Asnoted in LNPP from Japan,
large newspaper presses require thousands of inputs, each of which accounts for a very small portion of
total production cost. See LNPP from Japan, 61 FR at 38162. Rebar, conversaly, hasrelatively few
inputs, and a small number of raw materia inputs account for the mgjority of the production cod.
Therefore, it isingppropriate to apply in this proceeding the two percent threshold used in LNPP from

Japan.

In this case, one input, scrap, accounts for the mgjority of the respondents manufacturing costs. As
such, wefind that scrap is the only mgor input into the production of rebar. Moreover, Diler isthe only
respondent that purchased scrap from an affiliated party during the POR. However, we find that the
major input rule does not apply to these purchases, consistent with our practice, because the amount of
scrap purchased by Diler from its affiliate was minuscule compared with Diler’ s purchases of screp
from non-affiliates during the POR. See Pagta from Italy at Comment 32.

Regarding ICDAS, we note that this respondent used an affiliate to roll subject merchandise.
However, we disagree that the mgjor input rule applies to these intra-company transactions, given that
we have collgpsed ICDAS and its affiliate in the administrative review. For further discusson, see
Comment 16, below. Thus we have treated these companies as a sSingle production entity, consistent
with our practice. See, eq., Natice of Find Results of Antidumping Duty Adminidrative Review:
Certain Cold-Ralled and Corrosion-Resistant Carbon Stedl Flat Products from Korea, 62 FR 18404,
18430 (Apr. 15, 1997) and Natice of Find Results of Antidumping Duty Adminidrative Review:
Certain Pasta from Italy, 64 FR 6615, 6624 (Feb. 10, 1999). See dso AK Stedl Corporation v.
United States, 34 F. Supp. 2d 756, 765 (CIT 1998) (where the Court of Internationa Trade (CIT)
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upheld the Department’ s determination not to apply sections 773(f)(2) and (3) of the Act to
transactions between collapsed entities).

Findly, we note that the mgority of the remaining affiliated party transactions cited by the petitioners do
not relate to the production of the subject merchandise, but rather are movement charges. For this
reason, the test outlined in section 773(f)(3) of the Act does not apply to these transactions.
Nonetheless, we note that we tested the arm’ s-length nature of them in accordance with the
requirement of section 773(f)(2) of the Act for purposes of the fina results. For further discussion, see
Comment 11, below.

Comment4:  Treatment of Packing Expenses in the G& A and Interest Expense Calculations

The petitioners maintain that the Department erred in the preliminary results when it applied G& A and
financiad expense ratios (caculated inclusive of packing expenses) to the respondents COPs
(cdculated exclusve of packing costs). According to the petitioners, the Department should revise its
cdculaions for the find resultsto caculate G& A and financid expenses by applying the packing-
inclusve G&A and financia expense ratios to the total cost of manufacturing plus packing cods.

Colakoglu and ICDAS disagree that the Department included packing expenses in the denominators of
the G& A and financid expenseratios. As aconsequence, Colakoglu and ICDAS maintain that the
Department should continue to calculate G& A and financia expenses using the same methodology asin
the prdiminary results.

Diler did not comment on thisissue.

Department’ s Position:

We disagree with the petitioners that we incorrectly calculated G& A and financia expenses for
purposes of the preiminary results. Regarding ICDAS, the record clearly shows that ICDAS did not
include packing costs in the denominator used to caculate the G& A and net interest expenseratios.
Seethe April 29, 2004, Memorandum from Sheikh M. Hannan and Michael P. Harrison to Ned M.
Halper titled “Verification Report on the Cost of Production and Constructed Vaue Data Submitted by
ICDAS Cdlik Eneriji Tersane ve Ulasm Sanayi” a page 34, and cost verification exhibits 17, 18, 19,
20, 22, and 27.

Regarding Colakoglu and Diler, we note that the record is insufficient to determine whether packing
expenses were included in the denominator of the G& A and financia expense rétio caculations.
However, we note that the petitioners did not provide any evidence that packing expenses were
included in the denominators of the ratios for these companies, but they merely asserted that it was so.
Absent documentation demongtrating that packing costs were included in the cost of goods sold figures
for these companies, we have continued to follow our norma methodology of applying these ratiosto
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the respondents’ costs net of packing expenses. See, eg., Natice of Preliminary Determination of
Sdesat Less Than Fair Vaue, Postponement of Find Determination, and Negative Critical
Circumgtances Determination: Certain Frozen and Canned Warmwater Shrimp From Thailand, 69 FR
47100, 47101 (Aug. 4, 2004); and Pagtafrom Italy, 69 FR at 6257.

Company-Specific |ssues

A. Calakoglu

Comment 5:  Date of Sale for Colakoglu

In the preliminary results, we based the date of sde for Colakoglu on the invoice date, in accordance
with our practice. Colakoglu contends that the Department should revise its date of sde methodology
to use order date,® rather than invoice date, as the date of sale for its U.S. sdles during the POR.

According to Colakoglu, in this review, there were no changes in the essentia terms of sde between the
customer’s completion of the order and the shipment of the merchandise. Colakoglu asserts that the
truth of this statement is borne out by the record in this case, which contains sales documents related to
every U.S. transaction during the POR. Moreover, Colakoglu clams that the petitioners did not
guestion its use of order date as the appropriate date of sde.

Colakoglu notes that the Department’ s regulations at 19 CFR 351.401(i) direct the Department to
“normaly” use the invoice date as the date of sale unless there is evidence that a different dete better
reflects the date on which the materia terms of sde are established. Colakoglu clamsthat the
preamble to the regulations clarifies that this preference for invoice date is necessitated by the
complexities of the negotiating process in some indugtries, whereby details may not be put in writing.
Colakoglu notes that the preamble envisons dternative dates of se under circumstances Smilar to
those present here, in that the Department may depart from its preference for invoice date when
presented with “ satisfactory evidence that the material terms of sde arefindly established” on a
different date. See Antidumping Duties, Countervailing Duties, 62 FR 27296, 27349 (May 19, 1997)
(Preamble).

Indeed, Colakoglu maintains that the Department recently addressed asimilar issue in Certain Hot-
Roalled Carbon Stedl Flat Products from Thailand; Final Results and Partid Rescission of Antidumping
Duty Adminidrative Review, 69 FR 19388 (Apr. 13, 2004) and accompanying Issues and Decision
Memorandum a Comment 1 (Hot-Rolled Sted from Thailand Review) and reached a different result.
Specificaly, Colakoglu asserts that, in that case, the Department used the contract date as the date of

3 As“order” date, Colakoglu refersto the later of the date that the customer placed the order
or the date that the customer provided the find size breakdown to Colakoglul.
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sde because it found that the materia terms of sale had not changed between the date of contract and
the date of invoice, even though the find quantity differed dightly from the quantity shown on the sdes
contract. Colakoglu asserts that the Department characterized this quantity difference as “within the
dlowable tolerance typica of sted sdes™

In this case, Colakoglu asserts that the quantity tolerance levelsinits order contracts with U.S.
customers are standard industry practice. Further, Colakoglu notes that the difference in the ordered
and invoiced quantities never exceeded the tolerance levels specified in the orders. According to
Colakoglu, as noted above, the Department has accepted that minor quantity variations within contract-
specified tolerance levels do not condtitute a change in the materia terms of sde.

Colakoglu asserts that the choice of date of sdeis particularly important in this case, given that: 1)
Turkey experienced high inflation during the POR; and 2) as a consequence, the Department limits
price-to-price comparisons to U.S. and home market sales made during the same month (in order to
minimize the extent to which margins are over- or understated due to price inflation). Colakoglu
maintains that the use of invoice date as the date of sale effectively resulted in the Department’s
comparing U.S. sales to home market transactions made two to three months later. For example,
Colakoglu notes that the order for one of its U.S. sdles was placed in July 2002, but the company did
not issue the invoice until October; under the current methodol ogy, this sale was compared to ahome
market sale ordered and invoiced in October 2002,° more than three months after the U.S. price was
set. According to Colakoglu, such comparisons lead to skewed results.

Colakoglu contends that the Department is not bound by its use of invoice date as the date of sdein
past segments of this proceeding, but rather it has the discretion to consider the issue anew based on
the facts in each segment of the proceeding. As support for this assertion, Colakoglu cites Notice of
Find Results of Antidumping Duty Adminigtrative Review: Certain Welded Carbon Sted Pipes and
Tubes from Thailand, 65 FR 60910 (Oct. 13, 2000) and accompanying Issues and Decision
Memorandum a Comment 1 (Pipes and Tubes from Thailand), where the Department changed its date
of sale methodology to use contract dete as the date of sale rather than the invoice date. Colakoglu
assertsthat in that case the Department based its decision in part on the fact that it was able to examine
the limited number of contracts, purchase orders, and invoices related to sales of subject merchandise

4 Asadditiona precedent, Colakoglu cites Notice of Find Determination of Sdes at Less Than
Far Vdue Saccharin from the People' s Republic of China, 68 FR 27530 (May 20, 2003) and
accompanying Issues and Decison Memorandum at Comment 12 (Saccharin from the PRC), where
the Department used purchase order date as the date of sale.

° Colakoglu asserts that there is very little time difference between order date, invoice date,
and shipment date for its home market saes and, therefore, using any of these dates as the date of sale
in the home market yields virtualy the same result.
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during the POR. According to Colakoglu, the facts are the same in the instant proceeding because it
has placed on the record al documentation related to the limited number of U.S. sdes transactions
during the POR, demondtrating that no changes (aside from smdl changes to quantity within contract-
specified tolerance levels) occurred in the materia terms of sde between the order date and the invoice
date. Consequently, Colakoglu contends that the Department must change its date of sale methodology
to use order date as the date of salefor its U.S. sdesin the caculaions for the find results.

The petitioners maintain that the Department has a preference for using invoice date as the date of sde
in generd, and it has followed this preference in setting date of sdein dl past ssgments of this
proceeding. According to the petitioners, there is no evidence on the record of this adminigtrative
review that Colakoglu's selling practices have changed during the POR. Consequently, the petitioners
assert that the Department should continue to use invoice date as Colakoglu’ s date of sale for purposes
of thefind results.

Department’ s Position:

We disagree with Colakoglu that earlier of order date or order breakdown date is the appropriate date
of salefor its U.S. sales during the POR. It is the Department’ s practice to treat the invoice date as the
presumptive date of sale, pursuant to 19 CFR 351.401(i). This section of the regulations states

In identifying the date of sale of the subject merchandise or the foreign like product, the
Secretary normally will use the date of invoice, as recorded in the exporter or producer’s
records kept in the ordinary course of business. However, the Secretary may use a date other
than the date of invoiceif the Secretary is satified that a different date better reflects the date
on which the exporter or producer establishes the materid terms of sdle.

See dso Natice of Preliminary Determination of Sales a Less Than Fair Vaue and Posponement of
Find Determination: Magnesum Metal From the Russian Federation, 69 FR 59197, 59199 (Oct. 4,
2004).

Further, as the Department articulated in Certain Stainless Sted Buitt-Weld Pipe Fittings from Taiwan:
Find Results and Find Rescisson in Part of Antidumping Duty Adminidrative Review, 68 FR 69996
(Dec. 16, 2003) and accompanying Issues and Decison Memorandum at Comment 4

The Preamble to the Department’ s regul ations explains that the Department will normaly use
the date of invoice as the date of sale because the commercid redlity isthat the partiesto the
transaction consder the terms to be “fixed when the sdler demands payment (i.e., when the
seisinvoiced).” See Preamble, 62 FR at 27349.

In the Preamble, the Department goes on to explain the exceptions envisioned to using the invoice date
as the presumptive date of sde, Sating
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If the Department is presented with satisfactory evidence that the materid terms of sdle are
finaly established on a date other than the date of invoice, the Department will use that
dternative date as the date of sale. For example, in Stuations involving large custom-made
merchandise in which the parties engage in forma negotiation and contracting procedures, the
Department usualy will use a date other than the date of invoice. However, the Department
emphasizes that in these Situations, the terms of sdle mugt be firmly established and not merely
proposed. A preliminary agreement on terms, even if reduced to writing, in an industry where
renegotiation is common does not provide any religble indication that the terms are truly
“egablished” in the minds of the buyer and sdller. Thisholds even if, for aparticular sde, the
terms were not renegotiated.

See Preamble, 62 FR at 27349.

We have examined the information on the record of this adminigtrative review and find that respondent
has failed to demondirate that the material terms of sale are established on a date other than the invoice
date. Asarticulated above, invoice date isthe Department’s preferred date of sde. The Department
has used the date of invoice as the date of sde for Colakoglu's U.S. salesin dl segments of this
proceeding to date. See Certain Sted Concrete Reinforcing Bars From Turkey: Fina Results,
Rexcission of Antidumping Duty Adminigtretive Review in Part, and Determination Not To Revoke in
Part, 68 FR 53127 (Sept. 9, 2003) (2001-2002 Rebar Review); and Certain Steel Concrete
Reinforcing Bars From Turkey; Find Results and Partid Rescisson of Antidumping Duty
Adminidrative Review, 67 FR 66110 (Oct. 30, 2002) (2000-2001 Rebar Review). Colakoglu has not
provided any evidence showing that its sdling practices have changed during the current adminigtrative
review.

In any event, we disagree with Colakoglu's dam that the materia terms of sde are firmly established
by the purchase orders. As an initial matter, we note that the purchase orders themsalves specify sades
quantities within relatively broad ranges and that the range differs from sdeto sde. Moreover, we dso
note that, for each sale reported, the fina quantity invoiced to the customer differed from the initid
quantities appearing on the purchase orders. The quantity difference between the purchase order and
the invoice was not inggnificant, and in some cases, differed ggnificantly from the initid amount
gpecified in the purchase order.

We disagree thet the factsin this case are Smilar to those in Hot-Rolled Sted from Thailand Review.
In Hot-Rolled Stedl from Thailand Review, the Department noted that the change in the quantity
between the contract and the invoice was less than 0.4 percent. Moreover, the Department also noted
in that decison that such asmal change in quantity was “within the dlowable tolerance typica of sed
sdes” See Hot-Rolled Sted from Thailand Review at Comment 1. Thisis adso digtinguishable from
the present Stuation, given the wide variation in shipment tolerances across orders. Thus, Colakoglu
has not demondrated that a sandard industry tolerance leve exigtsin thisindustry.
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Colakoglu'sreliance on Saccharin from the PRC isaso misplaced. In Saccharin from the PRC, the
Department based its decision to use the purchase order date as the date of sde on the fact that the
only change in quantity between purchase order and invoice was due to a*“clerica converson” between
pounds and kilograms. See Saccharin from the PRC at Comment 12. The Department did not
consider that discrepancy to be an actud change. 1d. Thisisdigtinguishable from the present Stuation,
where there are actua quantity differences between the quantity specified on the purchase order and
the amount actudly invoiced and shipped.

While we agree with Colakoglu that the Department has the discretion to determine the dete of sale
based on the facts in each adminigtrative review segment, we disagree that the record of this proceeding
shows that we must follow the date of sdle methodology set forth in Pipes and Tubes from Thailand, as
“each antidumping proceeding is digtinct and based on its own record.” See Notice of Findl
Determination of Sales at Less Than Fair Vaue: Stainless Sted Wire Rod From Itdy, 63 FR 40422,
40426 (July 29, 1998).

We recognize Colakoglu's concern that, because Turkey experienced high inflation during the POR, the
lag time between order and invoicing may introduce the dement of inflation into the margin caculations.
However, to minimize the effect of inflation on the margin caculations, the Department limitsits price-
to-price comparisons to U.S. and home market sales made during the same month. The Department’s
determination of the gppropriate date of sde cannot be affected by the presence of high inflation
because the existence of high inflation does not affect the date on which Colakoglu established the
materid terms of itssdes.

Moreover, while we concede that it is possible to establish different date of sale methodologiesin the
U.S. and home markets, Colakoglu has not provided an andysis for its home market sales (like that
provided for its U.S. sdes) to show whether asmilar fact pattern exists. Thus, we find insufficient basis
to conclude that comparing U.S. transactions ordered in a given month to home market transactions
invoiced during the same time period would result in more gppropriate norma vaues.

In any event, contrary to Colakoglu’ s assertions, we do not believe that the essentia terms of sde are
set as of the order, or order breakdown, date and, therefore, using order date, or order breskdown
date, as the date of sale would be inappropriate. Thus, we have continued to use Colakoglu’ sinvoice
date as the date of salefor its U.S. sales, in accordance with our practice.

Findly, we disagree with Colakoglu that the petitioners did not comment on thisissue prior to the
briefing sage. We note that the petitioners addressed it specificaly in a submission dated September
22, 2003, in which they objected to Colakoglu’ s proposed departure from the Department’ s standard
date of sde methodology.
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Comment 6:  Universe of Reviewed Transactions for Colakoglu

Inits July 14, 2003, Section C response, Colakoglu requested that the Department limit its analysisto
U.S. sdles actudly entered during the POR in order to ensure that the importer-specific liquidation rates
are accurately caculated. The petitioners argue that this change in methodology is ingppropriate and
unnecessary. However, the petitioners concede that this issue appears to be moot because Colakoglu
asserted that there are no salesthat “remain unreported by changing the reporting database.”
Nonetheless, the petitioners contend that the Department should require Colakoglu to ether: 1) submit
acomplete listing of dl U.S. sdesinvoiced during the POR that were omitted on the grounds that they
were not entered during the period; or 2) certify that it has not omitted any sdes invoiced during the
POR from the U.S. sdesligting.

Colakoglu disagrees, stating that the courts have held that it is the Department’ s obligation to caculate
dumping margins as accurately as possible. As proof of this assertion, Colakoglu cites Shanghai
Foreign Trade Enterprises Co., Ltd, et a v. United States, Slip Op, 04-33 at page 22 (CIT 2004);
Rhone Poulenc, Inc. v. United States, 899 F. 2d 1185, 1191 (Fed. Cir. 1990); NTN Bearing Corp. V.
United States, 73 F. 3d 1204 (CIT 1995); and Koyo Seiko Co. v. United States, 746 F. Supp. 1108,
1109 (CIT 1990). Colakoglu notes that thisissue is not relevant, given that it reported al U.S. sdles
entered during the POR in its U.S. sdleslidting.

However, Colakoglu asserts that in the past the disconnect between reviewed sdles and entered
transactions has created confusion and unfairness. Colakoglu implies that, in future reviews, the
Department should take a“master lis” gpproach to assessing duties to avoid this unfairness. According
to Colakoglu, this caseis precisely the kind of case envisoned in the preamble to the Department’s
regulations, which dates that the Department will “consder using the magter list method of assessment
only in Stuations where there are few entries during areview period and the Department can tie those
entriesto particular sales” See Preamble, 62 FR at 27314. Colakoglu asserts thet it is able to tie each
entry during the POR to the corresponding reported sdein the U.S. sdesligting (i.e., the port city to
which merchandise was imported, the importer’ s name, and the date of entry).

Department’ s Position:

In this case, we find that the petitioners' concern regarding unreported sales by Colakoglu is misplaced.
Colakoglu has stated that it has reported dl sales pursuant to entries in this adminigtrative review.
Moreover, these are dl of its sales shipped and invoiced during the POR. Thus, we find that Colakoglu
did not fail to report any reviewable transactions.

Regarding Colakoglu' s contention that the Department should switch to a“measter lis” method of
assessment, we find that this action is unnecessary in this administrative review because thereisno
disconnect between the reviewed sdes and the entered transactions. Therefore, we intend to continue
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to cdculate importer-specific assessment rates and issue assessment ingructions to U.S. Customs and
Border Protection (CBP) accordingly.

Comment 7  Home Market Credit Expenses for Colakoglu

The petitioners contend that Colakoglu’ s methodology for caculating credit expenses in the home
market is distortive and should be rgjected. Specificaly, the petitioners contend that Colakoglu should
have reported transaction-gpecific expenses where these were available, rather than merely dlocating
credit over each customer’stotal sdes. The petitioners imply that Colakoglu had records which were
aufficiently detailed to permit accurate reporting.

According to the petitioners, in failing to report invoice-specific payment dates, Colakoglu has not

acted to the best of its ability in this adminigrative review. The petitioners maintain that the burden rests
with Colakoglu to establish that it is entitled to a favorable adjustment, and Colakoglu failed to meet this
burden. Therefore, the petitioners argue that the Department should rgject Colakoglu’ s reported home
market credit expenses and, as partial adverse facts available (AFA), apply the lowest imputed credit
expense calculated for any control number in the home market to al of Colakoglu’s home market sales.

Colakoglu contends that the petitioners misrepresented its credit ca culation methodology and thet it
did, in fact, report transaction-specific credit expenses. Colakoglu asserts that, in accordance with its
past practice, it reported payment dates based on the dates in its computerized accounting system.
According to Colakoglu, to obtain the dates in its accounting system, it uses a computer program in the
normal course of business which matches cusomer payments with individud invoices. Colakoglu
explains that this program is necessary because, for home market sdes, customers often pay by post-
dated check and asingle payment may cover multiple invoices. Further, Colakoglu states that the
Department has verified this methodology in prior adminigrative reviews. Consequently, Colakoglu
asserts that the Department should continue to accept its reported home market credit expenses for
purposes of the fina results.

Department’ s Position:

Inits questionnaire response, Colakoglu indicated that it reported its payment dates in this review usng
the same methodology asit used in the most recent segment of this proceeding. See pages B-12 and
B-13 of Colakoglu's duly 14, 2003, response. After reviewing this information, we disagree with the
petitioners that the record shows that Colakoglu's home market credit expenses are “dlocated.”

Rather, we find that they are transaction-specific and based on a date of sale determined by a computer
program that matches customer payments to specific invoices. Moreover, we note that we examined
Colakoglu's methodology in detail at verification in the most recent segment of this proceeding and
found that it was based on the company’ s books and records. We aso determined that this
methodology accurately reflected Colakoglu's actua home market credit expenses and was not
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otherwise distortive. See the Colakoglu 2001-2002 sales verification report at page 10.° Thus, we
disagree that Colakoglu’'s methodology for caculating credit expenses in the home market is digtortive.

Findly, we disagree with the petitioners that Colakoglu failed to act to the best of its aility in this
adminigrative review. Colakoglu complied with each request for information in atimely manner, and
we find that the information that it submitted was both complete and accurate. Thus, the gpplication of
AFA is not warranted here, and we have continued to accept Colakoglu’ s reported home market
credit expenses for purposes of our find results.

Comment8: Commission Offset for Colakoglu

Colakoglu notes that, in the preliminary results, the Department was unable to offset the commissions
that Colakoglu paid in only one market with the indirect selling expenses paid in the other. However,
Colakoglu asserts that it reported an indirect selling expense ratio after the preiminary results at the
Department’ srequest. Therefore, Colakoglu maintains that, because its indirect selling expenseratio is
now on the record of this adminigrative review, the Department should apply the commission offset in
its cdculations for the find results

The petitioners did not comment on thisissue.

Department’ s Position:

We agree and have now applied the commission offset in our cdculations for the fina results using the
indirect salling expense ratio reported by Colakoglu on May 28, 2004. We have dso adjusted
Colakoglu's G& A expense ratio to remove those expenses from total G& A expenses which are now
included in the cdculation of the indirect sdlling expenseratio. See the November 1, 2004,
memorandum from Elizabeth Eastwood to the file entitled, “ Cd culations Performed for Colakoglu
Metdurji A.S. (Colakoglu) for the Find Results in the 2002-2003 Antidumping Duty Adminigtrative
Review on Certain Sted Concrete Reinforcing Bars from Turkey” for the details of this calculation.

Comment 9:  Despatch Revenue and Demurrage Expenses for Colakoglu

The petitioners note that Colakoglu reported both despatch revenue and demurrage expenses for
severd observationsinthe U.S. sdeslisting. However, according to the petitioners, despatch revenue

® The public version of this report has been placed on the record of thisreview. Seethe
memorandum from Elizabeth Eastwood to the file entitled, “ Placing the Public Verson of the Colakoglu
2001-2002 Sdes Verification Report on the Record of the 2002-2003 Administrative Review on
Certain Steel Concrete Reinforcing Bars from Turkey, ” dated October 5, 2004 (Colakoglu 2001-
2002 sdes verification report).
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is earned when a ship is loaded more quickly than scheduled, while demurrage expenses are paid when
aship isloaded more dowly then scheduled. The petitioners clam that Colakoglu has not explained the
circumstances under which it can concurrently earn despatch revenue and pay demurrage expenses for
thesame U.S. sdes. Therefore, the petitioners contend that the Department should disallow
Colakoglu' s reported despatch revenue for those U.S. sales observations where Colakoglu aso
incurred demurrage expenses.

Colakoglu states that, contrary to the petitioners assertion, the despatch revenue and demurrage
expenses related to the U.S. invoices in question are easily explained by information on the record of
this adminigrative review. According to Colakoglu, the demurrage revenue related to these invoices
was earned at the loading port in Turkey, while the despatch expenses were paid at the port in the
United States where the subject merchandise was unloaded. As support for its assertions, Colakoglu
cites Exhibits C-6 and C-8 of its July 14, 2003, response, which contain demurrage and despatch
invoices related to one of the U.S. sdlesin question.

Department’ s Position:

We have examined the information on the record and agree that it demongtrates that Colakoglu both
earned despatch revenue and paid demurrage expenses related to the same U.S. sdle. Therefore, we
have continued to accept Colakoglu' s reported despatch revenue amounts for those sales where
demurrage expenses were adso reported in the U.S. sdlesligting.

B. Dil

Comment 10: Period of Review for Diler

At the beginning of the review period, Diler informed the Department that it had asingle sdeto to the
United States during the POR. As a consequence, Diler requested that it be permitted to report home
market sales and cost of production data for the period April 1, 2003, through December 31, 2003,
rather than for the entire POR. We granted Diler’ s request provided that its average indexed cost of
producing rebar during the shortened reporting period was not significantly different from its cost of
producing rebar during the POR.

The petitioners argue that the Department should compare Diler’s U.S. sdes to home market sales and
COP data from a single month, rather than during the period April 1, 2002, through December 31,
2002 (i.e., the review period requested by Diler and granted by the Department). The petitioners
maintain that there is no basis for using this nine-month reporting period for Diler and thet the
Department should not dlow arespondent to “cherry pick” its reporting period in order to influence its
margin caculation. According to the petitioners, the Department should limit its analyss to June 2002
(i.e., the month in which Diler madeits U.S. sdle)) The petitioners contend thet it is the Department’s
practice to accept alimited reporting period if it covers “the three months preceding the earliest month
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of U.S. sdes, dl months from the earliest to the latest month of U.S. sales, and the two months after the
latest month of U.S. sdles” See Notice of Find Results of Antidumping Duty Adminidrative Review:
Stainless Sted Sheet and Strip in Coils from Japan, 67 FR 6495 (Feb. 12, 2002) and the
accompanying |ssues and Decison Memorandum a Comment 4 (Coils from Japan Review).
According to the petitioners, the anaogous reporting requirement for a high inflation proceeding would
be to require data only in the month(s) in which the respondent made U.S. sdes of subject
merchandise.

Diler argues that the Department should continue to use the nine-month reporting period in its
caculation of Diler's COP. According to Diler, section 773(b)(1) of the Act states that the
Department may disregard sales made at prices below the COP when the below-cost sdles are made:
A) within and extended period of timein substantial quantities, and B) at prices which do not permit the
recovery of al costs within areasonable period. Diler maintains, that because it has agreed to forgo the
cost recovery “test,” only section 773(b)(1)(A) appliesto it. Additiondly, Diler maintains that section
773(b)(2)(B) of the Act goes on to define the “ extended period of time’ to be “normally one year, but
not lessthan sx months” Therefore, according to Diler, the Department cannot limit its analys's of
Diler's home market sales and costs of production to a single month, as requested by the petitioners.

Also, Diler arguesthat the petitioners reiance on Cails from Japan Review ismisguided. Diler
contends that in Coils from Japan Review the Department determined that limited reporting was
acceptable if it covered “the three months preceding the earliest month of U.S. sdes, al months from
the earliest to the latest month of U.S. sdles, and the two months after the latest month of U.S. sdles”
Diler maintains that this statement indicates that the Department’ s practice isto collect at least Sx
months of sdes and cost data in order to perform its andyssin a manner condgstent with the Act.

Additiondly, Diler contends that the Department was aware of the circumstances of Diler'sU.S. sdes
when it granted Diler’ s request for a nine-month reporting period and that no new information regarding
the dates of Diler's U.S. sales has been placed on the record since the Department granted Diler’s
request. Consequently, Diler argues that the Department has dready considered thisinformation in its
decison to grant Diler’ s request for a shortened reporting period.

Diler notes that the Department granted Diler’ s request for a shortened reporting period on the
condition that Diler demongtrate that its indexed cost of producing rebar during the shortened reporting
period is not Sgnificantly different from itsindexed cost of producing rebar during the entire POR. Diler
asserts that it provided the required analysisin its October 29, 2003, response to the Department’s
supplementa section D questionnaire.

Findly, Diler maintainsthat it is condgstent with the Department’ s practice to dlow respondentsto use a
limited reporting period in this proceeding. See, e.q., Notice of Prdiminary Results and Partia
Rescisson of Antidumping Duty Adminigrative Review: Certain Pasta From Turkey, 63 FR 42373
(Aug. 7, 1998); and Ferrosilicon From Brazil: Notice of Find Results of Antidumping Duty
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Adminidraive Review, 63 FR 28355, 28356 (May 22, 1998). Diler aso notes that the Department
has granted its request for a shortened reporting period in past adminigtrative reviews on rebar from
Turkey.

Department’ s Pogition:

On June 3, 2003, Diler requested that the Department permit it to report its home market sdles and
costs based on the truncated reporting period of April 1, 2002, through December 31, 2002. Further,
Diler agreed to forego application of the cost recovery test pursuant to section 773(b)(2)(D) of the Act.
On June 10, 2003, the Department granted Diler’ s request, provided that Diler submit an andysis
showing that the truncated reporting period was not distortive, and Diler did so on October 29, 2003.
Therefore, we agree with Diler that its reporting of home market sdes and costs based on the truncated
reporting period was gppropriate and in accordance with the Department’ s instructions.

We note that, although Diler agreed to forego gpplication of the cost recovery test, the Department il
must apply the “subgtantial quantities’ portion of the cost test (i.e., section 773(b)(1) of the Act).
Section 773(b)(1) of the Act states:.

Whenever the administering authority has reasonable grounds to believe or suspect that

sdes of the foreign like product under consderation for the determination of normd vaue have
been made at prices which represent less than the cost of production of that product, the
adminigtering authority shall determine whether, in fact, such sdeswere made a less than the
cogt of production. If the administering authority determines that sales made a less than the
cost of production—

(A) have been made within an extended period of time in substantia quantities, and

(B) were not at prices which permit recovery of al costs within a reasonable period of
time, such sales may be disregard in the determination of normal value. Whenever such
sdes are disregarded, normd vaue shall be based on the remaining sdes of the foreign
like product in the ordinary course of trade. If no sdes made in the ordinary course of
trade remain, the normal vaue shal be based on the constructed value of the
merchandise.

Further, section 773(b)(1)(B) of the Act defines the term “ extended period of time” as a period that is
normally one year, but not less than sx months. Therefore, the petitioners suggestion that we base our
sdes-below-cost test for Diler on only one month of sales and cost data would be contrary to the
requirements of the Act.

The Department’ s practice in thisregard is clearly stated in Coils from Japan Review. In that case, the
Department permitted a respondent to use a Six-month reporting period for its home market sdles and
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caculated costs on the same six-month basis. Consequently, we find that the petitioners reliance on
Cails from Japan Review as support for usng one month of Diler’s cost data to perform the cost test is
entirely misplaced.

Finaly, we note that the Department has consdered the same issue and reached the same conclusionin
prior segments of this proceeding. See, eq., Ceartain Sted Concrete Reinforcing Bars From Turkey:
Preliminary Results of Antidumping Duty Adminidrative Review, 66 FR 22525, 22526 (May 4, 2001),
unchanged in thefind results.” Therefore, we have continued to accept Diler’ s truncated reporting
period for home market sles and costs, in accordance with our practice.

Comment 11: Inland Freight Supplied by Diler’s Affiliate

During the POR, Diler shipped U.S. sdes of rebar to the port of exportation using an affiliated party.
In the preliminary results, we accepted Diler’ s reported per-unit inland freight expenses. The
petitioners argue that Diler has not demongtrated that its purchases of inland freight servicesfor its U.S.
sdeswere made a arm’ s-length prices. Therefore, the petitioners argue that the Department should
revise its caculations for the find results to use the inland freight amount paid by Diler to an unaffiliated

party.

Diler maintains that the Department was correct in accepting its reported foreign inland freight expenses
foritsU.S. sdes. According to Diler, the invoice it submitted from an unaffiliated freight supplier
reflects the fees charged for shipment of asimilar product but for alonger disance. Diler maintains that
this difference in shipping distance accounts for the difference in freight amounts charged by the two
freight providers.

Diler dso maintains that the petitioners requested adjustment to its reported inland freight costs for

U.S. saleswould fal under the “transactions disregarded” provision set forth in section 773(f)(2) of the
Act, which gtates that a“transaction directly or indirectly between persons may be disregarded if, in the
case of any element of value required to be considered, the amount representing that ement does not
farly reflect the amount usudly reflected in sales of merchandise under consideration in the market
under consderation.” Diler arguesthat the CIT has noted that the “transactions disregarded” provison
et forth in section 773(f)(2) of the Act is“permissive’ and does not require that the Department use the
highest of transfer price, market price, or COP in vauing inputs obtained from effiliated parties. See
SKF v. United States, 116 F. Supp. 2d 1257 (CIT 2000).

According to Diler, there is no evidence on the record in this case showing that the transactions
between Diler and its affiliated provider of inland freight services should be disregarded. Diler maintains

’ See Cartain Sted Concrete Reinforcing Bars From Turkey; Find Results of Antidumping
Duty Adminidrative Review, 66 FR 56274 (Nov. 7, 2001).
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that its transactions with its affiliates may be a arm’ s-length prices even if the price paid by Diler isless
than the pricesit may have paid to an unaffiliated freight provider. Diler asserts that the Department has
discretion in consdering other reasons that the prices may have been lower, such asthe fact that Diler
would receive better prices from its effiliated inland freight provider because it uses this provider
excdusvdy for itsinland freight services from the mill to the port.

Department’ s Position:

In the preliminary results, we accepted Diler’ s reported per-unit inland freight expenses for U.S. sdles,
which were based on the amount charged by Diler’ s effiliated inland freight supplier. We have
reconsidered this position for the find results, however, and are now using the price reflected on the
invoice submitted by Diler for freight services provided by an unaffiliated party.

In determining whether to use transactions between affiliated parties, our practice isto compare the
transfer price ether to prices charged to other unaffiliated parties who contract for the same service or
prices for the same service paid by the respondent to unaffiliated parties. See Notice of Final
Determination of Salesat Not Less Than Fair Vaue: Structurad Sted Beams from Italy 67 FR 35481
(May 20, 2002) and accompanying Issues and Decison Memorandum a Comment 7. See dso
Notice of Find Determination of Sdesa Less Than Fair Vaue: Stainless Sted Sheet and Strip in Caoils
From France, 64 FR 30820, 30830 (June 8, 1999) (Cails from France).

We have examined the evidence on the record and find that the affiliated and unaffiliated inland freight
prices submitted by Diler are sufficiently different so asto find that the price charged by Diler’ s efiliate
was not at arm’slength. Further, there is no the evidence on the record to demonsirate that the
difference in shipping distances dleged by Diler accounts for the difference in prices? nor is there any
evidence demondtrating that the difference in prices is due to reasons other than the relaionship
between the parties. Therefore, in accordance with our practice and section 773(f)(2) of the Act, we
have used the price charged by the unaffiliated supplier as shown on the freight invoice submitted by
Diler in Exhibit S-17 of its September 15, 2003, response.

Comment 12: Home Market Credit Expenses for Diler

The petitioners contend that the Department should base Diler’ s home market credit expenses on AFA
because Diler failed to report transaction-specific payment dates, even though it appearsthat it isable
to do so. Specifically, the petitioners contend that Diler gppears ableto tie: 1) payment terms on
ordersto the corresponding invoices, and 2) late paymentsto actua due dates. As aresult, the
petitioners clam that Diler has not demongtrated that it has acted to the best of its ability in either
complying with the Department’ s request for information or explaining why its alocation methodology is

8 Infact, we note that Diler has not provided documentation demonstrating the distance from
its plant to the port of exportation.
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not distortive. As AFA, the petitioners argue that the Department should use the highest credit expense
reported for any sale during the reporting period.® Alternatively, the petitioners contend that, should the
Department continue to accept Diler’s reported credit expenses in thisreview, it should ingtruct Diler to
maintain its records in such amanner as to permit transaction-specific credit expense reporting in future
reviews. The petitionersimply that thislatter argument is congstent with the actions taken in Certain
Cold-Ralled Carbon Stedl Fat Products From Korea: Fina Results of Antidumping Duty
Adminidrative Review, 63 FR 781, 793 (Jan. 7, 1998) (Cold-Rolled Flat Products from Kores).

Diler disoutes the petitioners  dlegation thet it can identify the invoice-specific payment dates, and thus
it contends that the Department should continue to use its credit expenses as reported. Diler maintains
that it has reported its imputed credit expenses on the most specific basis that its financia recording
procedures and financid accounting system permit (i.e., a customer-specific average of accounts
receivable days). Diler notes that the Department accepted this methodology in the 1999-2000
segment of this proceeding, and it asserts that the underlying facts have not changed since that time.

Diler maintains that the date its customers pay for an entire order: 1) is never tied back to a particular
invoice 2) is never booked into Diler’ s financia accounting system againg individud invoices, and 3)
cannot be determined through amanua review of acustomer’s account. Diler asserts that it does not
record specific payment dates for home market sales because “in the normal course of business, Diler’s
home market cusomerstypicaly pay againgt a running baance rather than againg individua invoices.
Asaresult, Diler does not record the * date of payment’ for individua invoicesin its computer database,
nor doesit otherwise attempt, in its computer system, to tie individua payment to individua invoices”
See Diler’s July 18, 2003, response at page B-14.

Regarding the petitioners assertion that Diler should be able to report individua payment dates, given
that it assesses transaction-specific late payment fees, Diler disagrees. Diler notesthat it explained in a
supplementa response that it records payment terms for each sale on the purchase order, which is kept
only until payment for theinvoiceisreceived. According to Diler, when a customer knows that it will
not meet the payment terms of an invoice, the cusomer will cal Diler prior to the payment and request
an extenson of the deadline. Diler maintains that it agrees to the extension if the customer accepts a
late payment fee and then it issues an invoice for the amount of thefee. See Diler’s September 15,
2003, response at pages 12 and 13.

In any event, Diler assarts that the petitioners' reliance on the accuracy of the payment termsis
misplaced because the actud payment date can vary greatly from the payment term for a given order.
Diler satesthat it has fully explained that it does not record invoice-specific payment dates and that
record evidence clearly demongtrates that Diler was unable to provide such dates. Therefore,
according to Diler, the Department should continue to use Diler’s credit expenses as reported.

° Given that this suggestion is not adverse, we presume that the petitioners meant to argue that
the Department should use the lowest credit expense amount in the home market as AFA.
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Findly, Diler disagrees that the Department should indtruct it to maintain records of payment termsin
such amanner as to permit transaction-specific credit expense reporting in future reviews. Diler states
that, while the Department has recognized in other proceedings that a respondent must preserve
records that it dready maintains and that it should anticipate needing for purposes of alater antidumping
proceeding, arespondent is not obligated to change its normal record-keeping practicesin order to
collect the data requested in the Department’ s antidumping duty questionnaire. Diler dso maintains that
it is the Department’ s practice to accept less than complete information when a company’ s normal
books and records do not track certain information in the ordinary course of business. For example,
Diler cites Cails from France, where the Department stated that “ even where information does not meet
al of the established requirements, we will useit where it istimely, religble, and can be used without
undue difficulty.” Diler maintains that, because it does not track invoice-specific payment datesin its
financid recording system and it would require a Sgnificant outlay of financid and human resources to
change its systems and procedures, the Department should continue to accept Diler’ s customer-specific
average accounts receivable daysin its calculation of imputed credit expenses.

Department’ s Position:

We have continued to accept Diler’ s reported customer-specific credit periods for calculating imputed
credit expenses. Given that Diler has responded to each of the Department’ s requests for information
in this review, we find no evidence that it has failed to act to the best of its ability in an effort to comply
with the Department’ s requests for information. In its July 18 and September 15 responsesto the
Department’ s questionnaires, Diler explained that its home market customerstypicaly pay agang a
running balance rather than on an invoice-specific basis. We examined the sample average accounts
receivable days calculaion provided by Diler in Exhibit B-2 of its July 18 response (which shows al
transactions recorded in the customer’ s account during the POR) and confirmed that the payment
amounts generdly do not correspond to the amounts of individud invoices. Therefore, we find that
Diler has adequately demondtrated that it is unable to report invoi ce-specific credit expenses using
information from its financid accounting system.

Since Diler was unable to obtain invoice-specific credit information, Diler instead reported imputed
credit expenses using a customer-specific average of accounts receivable days. Thisisthe
methodology Diler used to report credit expensesin the 1999-2000 administrative review of rebar from
Turkey (i.e., the last ssgment in which Diler was arespondent). We verified Diler' s methodology in
that segment and found no discrepanciesin Diler’s claim that its customers make payments against a
running ba ance rather than on an invoice-specific basis. In addition, we adso determined that this
methodology accurately reflected Diler’ s actua home market credit expenses and was not otherwise
digtortive. See the Diler 2001-2002 sales verification report a page 10.1° Therefore, because Diler

10 The public version of this report has been placed on the record of thisreview. Seethe
memorandum from Jll Pollack to the file entitled, “Placing the Public Verson of the Diler 1999-2000
Sdes Verification Report on the Record of the 2002-2003 Adminigtrative Review on Certain Stedl
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does not track payments on an invoice-specific bassin its norma course of business and has
demonstrated that its methodology reports credit expenses on the most specific basis permitted by its
accounting records, we have continued to rely on Diler’ s reported customer-specific average accounts
receivable days for the cdculation of home market imputed credit expenses for the find results.

We disagree with the petitioners request that the Department instruct Diler to keep records that reflect
invoice-specific payment dates. It is not the Department’ s generd practice to ingtruct respondents on
how to maintain their financid books and records for purposes of antidumping duty proceedings. We
find that the petitioners' reliance on Cold-Rolled Flat Products from Korea is misguided, because in
that case the Department merdly instructed the respondent to retain documents that it created in the
normal course of business, rather than requiring it to create additional documents for purposes of future
adminigrative reviews. See Cold-Rolled Flat Products from Korea, 63 FR at 93.

Comment 13: G&A Ratio for Diler

The petitioners argue that the following items were improperly excluded from Diler's COP/CV
cdculaions. 1) idle capacity expenses; 2) previous period expenses, 3) extraordinary expenses; 4)
provisons for retirement/severance; and 5) provisons for doubtful accounts receivable.

The petitioners maintain that items related to idle capacity expenses, such as shutdown costs, should be
included in the calculation of the G& A expense ratio because these expenses represent costs to the
company as awhole, regardless of whether the idled assets are associated with the production of
subject merchandise. See eq., Noatice of Find Determination of Sdes at Less Than Fair Vaue:
Stanless Sted Wire Rod from Taiwan, 63 FR 40461, 40463 (July 29, 1998) (SSWR from Taiwan).
The petitioners dso maintain that it is the Department’ s practice to include current period cogtsin a
respondent’ s G& A expense cdculatiion. See Notice of Find Determination of Sdesat Less Than Far
Vaue Stainless Stedl Sheet and Strip in Coils From Mexico, 64 FR 30790, 30816 (June 8, 1999)
(Coailsfrom Mexico).

Regarding retirement/severance provisions, the petitioners argue thet it is the Department’ s practice to
include these expensesin the calculation of the G& A ratio. See e.g., Notice of Find Determination of
Sdesat Less Than Fair Vaue: Stainless Sted Sheet and Strip in Coils From Japan, 64 FR 30573,
30590-91 (June 8, 1999) (Caoils from Japan Investigation); Notice of Prdiminary Determination of
Sdesat Less Than Fair Vaue: Hot-Rolled Hat-Rolled Carbon-Quality Sted Products from Brazil, 64
FR 8299, 8305-8306 (Feb. 19, 1999) (Hot-Rolled Sted from Brawil); and Pasta From Turkey, 63 FR
at 68434. The petitioners contend that these costs are typicaly incurred for the genera operations of
the company, and are considered by the Department to be part of G& A expenses. Consequently, the
petitioners contend that the Department should revise Diler’ s caculation of the G& A expense rétio to
include retirement/severance expenses.

Concrete Reinforcing Bars from Turkey,” dated October 19, 2004.
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The petitioners dso maintain that it is the Department’s norma practice to include provisions for
doubtful accounts receivable in the cdculation of a G& A expenseratio. See eq., Notice of Amended
Find Antidumping Duty Determination of Saes at Less Than Fair Vaue and Antidumping Duty Order:
Certain Hot-Rolled Carbon Stedl Flat Products From India, 66 FR 60194, 60195 (Dec. 3, 2001);
Notice of Final Determination of Salesat Less Than Fair Vaue: Certain Hot-Rolled Carbon Stedl Hat
Products From India, 66 FR 50406 (Oct. 3, 2001) and accompanying Issues and Decision
Memorandum a Comment 18 (Hot-Rolled Sted from India); and Circular Welded Non-Alloy Sted
Pipe from the Republic of Korea, Find Results of Antidumping Adminigretive Review, 66 FR 18747
(Apr. 11, 2001) and accompanying Issues and Decison Memorandum at Comment 10 (Non-Alloy
Steel Pipe from Kored). Therefore, the petitioners argue that the Department should revise Diler’s
G&A expense ratio cdculation to include provisions for doubtful accounts receivables.

Findly, the petitioners maintain that Diler improperly included other extraordinary income and other
income and profits as an offset to its G& A expensesin its cdculation of the G& A expenseratio. The
petitioners argue that it is the Department’ s practice to offset G& A expenses with gains and income
only when the respondent can demondtrate that the gains are related to the production of the subject
merchandise. See Notice of Find Results of the 1992/93 Antidumping Duty Adminidrative Review:
Silicon Metd From Argentina, 62 FR 5613, 5616 (Feb. 6, 1997) (Slicon Metd from Argentina). The
petitioners argue that Diler has not demondirated that the other extraordinary income included as an
offset to G& A expensesisrelated to the production of subject merchandise and, as aresult, the
Department should revise Diler’s calculation of a G& A expense ratio to exclude this amount.

Diler maintains that idle capacity expenses and losses, provisions for retirement/severance, and other
extraordinary expenses and losses were included inits calculation of aG& A expense ratio, as shown
on the worksheets provided in exhibits D-35A, D-35B, and D-35C of its October 29, 2003, section D
supplementd response.

Diler dso maintainsthat prior period expenses and losses were properly excluded from its G& A
expenseratio calculation. Diler contends that prior period expenses and losses are irrelevant to this
adminigtrative review precisely because they are related to a prior period and thus have nothing to do
with the cost of production of the subject merchandise. For this reason Diler argues that the
Department should continue to exclude prior period expenses and losses from its calculation of the
G&A expenserdtio.

Regarding provisons for doubtful accounts receivable, Diler disagrees with the petitioners argument
that these expenses should be included in the G& A ratio. Diler argues that it properly excluded these
expenses because the doubtful account provision adjustment made by Diler’ s auditors is not consistent
with Turkish Generdly Accepted Accounting Principles (GAAP) and is not found on Diler’s Turkish
GAAP financid statements submitted to the Turkish Government. According to Diler, section
773(f)(1)(A) of the Act ingtructs the Department to rely on data from a respondent’s normal books and
recordsif they are prepared in accordance with home country GAAP and reasonably reflect the costs
of producing the merchandise. Diler contends that the doubtful accounts receivable provison
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adjusment made by Diler’ sauditorsis not consstent with Turkish GAAP and its excluson resultsin a
more accurate reflection of Diler’s cost to produce the subject merchandise. For these reasons, Diler
maintains that the Department should not make an adjustment for doubtful accounts receivable.

Regarding extraordinary income, Diler maintains thet it properly included thisincome in its caculaion of
the G& A expense ratio because each component of Diler’s extraordinary income relates to the
production of subject merchandise.

Department’ s Position:

We agree with Diler that the idle capacity expenses, provisons for retirement/severance, and
extraordinary expenses at issue were dready included in Diler’s calculation of the G& A expense ratio.
An examination of exhibit D-16 of Diler’s July 18 response and exhibit D-35 of Diler’s October 29
response demonstrates that these expenses were included in the reported expenses.

With regard to provisions for doubtful accounts receivable, we disagree with the petitioners assertion
that it is the Department’ s practice to include this expense in the caculation of the G& A expenseratio.
Wefind the petitioners reiance on Hot-Rolled Stedl from India and Non-Alloy Stedl Pipe from Korea
to be misguided because in each of these cases the Department found that expenses related to bad debt
are not congdered to be part of G& A expenses, but rather that they are more appropriately classified
as sling expenses. Specifically, under the Department’ s practice, in cases where bad debt expense
cannot be tied to specific sales of subject merchandise, this expense should be included in the
cdculation of theindirect sdling expenseratio. See Non-Alloy Sted Pipe from Koreaat Comment 10.
Because Diler did not include this expense in its reported indirect selling expenses, we have increased
its reported indirect selling expenses to account for it, in accordance with our practice.

Regarding prior period losses and expenses, we disagree with the petitioners that they should be
included in G& A expenses and find the petitioners reliance on Cails from Mexico unpersuasive. In
Coails from Mexico, the Department determined that a replenishment of reserves that was recognized as
an expense on the respondent’ s income statement during the relevant period was a period cost that was
properly included in G& A expenses. In the ingtant case, there is no information on the record
suggesting that Diler’ s prior period losses and expenses are actudly current period expenses.
Consequently, we have not adjusted Diler’s G& A expensesto include prior period losses and
expenses. See dso Comment 20, below.

With regard to other extraordinary income and other income and profit, we note that it is the
Department’ s practice to exclude extraordinary items from the calculation of G& A expenses.

However, many countries GAAP have aloose test of classfying extraordinary items. Therefore, we
test these classfications in accordance with U.S. GAAP, which prescribes that only events that are
unusua and infrequent in nature are classfied as extraordinary. See, e.g., Notice of Find Determination
of Sdesat Less Than Fair Vaue: Static Random Access Memory Semiconductors From Taiwan, 63
FR 8909, 8933 (Feb. 23, 1998). See dso Coils From Japan Invedtigation, 64 FR at 30591 (stating
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that the Department’ s policy is to exclude “extraordinary” expenses provided they are both unusua and
infrequent). Based on the information on the record of this proceeding, we do not find that the items
included in Diler’ s extraordinary income and other income and profits are extraordinary under U.S.
GAAP and have continued to include them as an offset to Diler's G& A expenses. |n addition, we find
the petitioners' reliance on Silicon Metal from Argentina unpersuasive because the issuein Silicon Metd
from Argentina was whether to include miscellaneous income and other extraordinary gains and income
from a wholly-owned subsidiary of the respondent as an offset to production cogts, not G& A expenses.

C. Habas
Comment 14: POR Entries of Merchandise Produced by Habas

In May 2003, the Department initiated an adminigtrative review for Habas Sinai ve Tibbi Gazlar 1stiha
Endustris A.S. (Habas), a known producer/exporter of rebar in Turkey, at the request of the
petitioners. Subsequently, Habas informed the Department that it had no shipments or entries of
subject merchandise during the POR. In accordance with our standard practice, we attempted to
confirm this statement by reviewing CBP data showing al rebar entries from Turkey during the POR.
However, the CBP data indicated that there were entries of subject merchandise produced by Habas.
Consequently, we requested that Habas explain the circumstances surrounding these entries, and we
provided it with certain mill certificates obtained from CBP rdating to this merchandise. See letter from
Shawn Thompson to Habas, dated October 15, 2003.

In aresponse dated November 3, 2003, Habas explained that the merchandise in question was
destined for Canada and that it had no reason to believe the merchandise would not be consumed
there. Habas provided sales and shipment documentation to substantiate this claim. Based on Habas's
explanation and supporting documentation, we preliminarily determined that Habas did not have any
reviewable entries during the POR and we stated our intent to rescind the review for this company.

The petitioners disagree with this concluson because they clam that the documentation provided by
Habas did not sufficiently: 1) correspond to the mill certificates provided by the Department; or 2)
demondtrate that Habas did not have knowledge that its shipments of rebar to Canada were destined
for the United States. Specifically, the petitioners contend that the contract provided by Habas to
ubstantiate one of the mill certificates did not correspond with respect to the purchase order number or
rebar lengths referenced. Moreover, while the petitioners concede that certain commercid invoices
provided by Habas correspond to the submitted contracts, they assert that Habas failed to illustrate
how the contracts themselves relate to the U.S. salesin question. In addition, the petitioners note that
certain documents provided by Habas have redactions which make it difficult to tie them to the mill
certificates. Finaly, the petitioners point out that one of the contracts contains a statement that the
merchandise was for shipment to the United States.

Consequently, the petitioners argue that Habas failed to demondirate that the entries at issue were
outside the scope of the review and, as a consequence, the Department should assign Habas a margin
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based on AFA. AsAFA, the petitioners contend that the Department should use the margin calculated
for Habas in the less-than-fair-vaue investigation (LTFV) invedtigation (i.e., 19.15 percent). The
petitioners assert that, if the Department chooses not to apply AFA, a aminimum it should instruct
CBP to liquidate Habas s entries based on the al-others rate in accordance with the Department’s
policy clarification on resdler assessment. See Antidumping and Countervailing Duty Proceedings
Assessment of Antidumping Duties, 68 FR 23954 (May 6, 2003) (Resdller Notice).

Habas agrees with the Department’ s preliminary intent to rescind the review. According to Habas, it
responded to the Department’ s questions regarding the entries at issue to the best of its ability. Habas
notes that, because the Department was able to provide it only with excerpts from the rlevant mill
certificates, it was difficult to identify the corresponding sales. Nonethdess, Habas maintains thet it
provided the Department with al documentation in its possession related to the POR sdesrelating to
the mill certificates, and according to this documentation, the merchandise was sold to Canada prior to
the POR and was not intended for exportation to the United States. Specifically, Habas asserts that the
documentation shows that the merchandise was. 1) shipped to Canada; 2) manufactured to Canadian
specifications; and 3) sold on the bass of Canadian terms of sde. Habas further asserts that, while the
merchandise was gpparently resold by a Canadian trading company to the United States subsequent to
the POR, Habas itsdlf had no knowledge of such sdes.

Department’ s Position:

Based on the data on the record, we continue to find that Habas did not have any reviewable entries
during the POR. In this case, we were unable to provide Habas with complete documentation on the
entries in question because of the business proprietary nature of the data. However, we have examined
the information provided to us by CBP, as well as the documentation submitted in explanation by
Habas, and have concluded that Habas had no knowledge of the shipments in question, and thusit did
not control the sde relevant to this adminigrative review.

Specifically, the evidence on the record (i.e., invoices and hills of lading corresponding directly to the
mill certificates) clearly shows that the merchandise in question was: 1) sold and shipped to Canada;
and 2) produced to Canadian specifications. Although the petitioners have questioned Habas' s
knowledge of destination, they provided no evidence to demondirate that Habas itself reshipped the
merchandise from Canada to the United States or that it knew of such transactions. Nonetheless, we
agreed with the petitioners that one of these documents raised sufficient concerns regarding knowledge
of destination to question Habas further,'* and we did so on October 20, 2004. In response, Habas
dated that it was unsure why the customer used this language and therefore it contacted the customer to
ask. Habas dated that the customer indicated that the language in question was aclerical oversight and
that the purchase confirmation was generated from a standard form in its system; the customer further

1 This document indicated that Habas sold the merchandise to the customer with the
knowledge that the products were “for shipment to the USA.”
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stated that the shipment was intended for Canada. For further explanation, see Habas' s October 21,
2004, submission. We confirmed this explanation by contacting the customer directly. Seethe
memorandum to the file from Alice Gibbons entitled “ Conversation with One of Habas Customers
Regarding the Degtination of Habas-Produced Merchandise in the 2002-2003 Antidumping Duty
Adminigrative Review on Certain Sted Concrete Reinforcing Bars from Turkey,” dated October 22,
2004.

Regarding the petitioners arguments that the data on the contracts submitted by Habas do not match
the data on the mill certificatesin al respects, we agree. Nonethdless, we are satisfied that the
transactions are in fact the same, given that the quantities, product characterigtics, and shipping vessels
al match identicaly. Consequently, we find that it is appropriate to rely on the information taken from
the invoices and hills of lading regarding the terms of sde. Thus, we continue to find that the
information on the record substantiates Habas s claim that it did not have any saes of subject
merchandise to the United States during the POR, and as aresult we are rescinding the review with
respect to Habas.

Finaly, we agree with the petitioners regarding the assessment rate gpplicable to these transactions. In
the Resdller Notice, we stated the following:

If, in the course of an adminidrative review, the Department determines that the producer

knew, or should have known, that the merchandise it sold to the resdller was destined for the
United States, the resdller’s merchandise will be liquidated at the producer’ s assessment rate
which the Department caculates for the producer in the review. I, on the other hand, the
Department determines in the administrative review that the producer did not know that the
merchandise it sold to the resdller was destined for the United States, the resdller’ s merchandise
will not be liquidated at the assessment rate the Department determines for the producer or
automatically at the rate required as adeposit at the time of entry. In that Stuation, the entries
of merchandise from the resdler during the period of review will be liquidated at the al-others
rate if there was no company-specific review of the resdller for that review period.

See Redler Notice, 68 FR at 23954. In accordance with this statement of policy, we intend to
ingtruct CBP to liquidate the entries in question at the dl-othersrate. Wefind that thisaction is
appropriate, given that Habas did not have knowledge that the ultimate destination of the merchandise
was the United States.

D. ICDAS

Comment 15: Revocation for ICDAS

In the preliminary results, we determined that it was not appropriate to revoke the order with respect to
ICDAS s U.S. exports of subject merchandise. Specificaly, we found that the requirements of 19
CFR 351.222(d)(1) had not been met because we did not conduct areview for ICDAS of the first
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year under consideration (i.e., the 2000-2001 POR).*? See Prdiminary Results, 69 FR 25063 at
250605.

ICDAS maintains that the Department’ s decision not to revoke the order with respect to it was
incorrect given that: 1) ICDAS sold subject merchandise at not less than norma vaue for at least three
consecutive years, 2) ICDAS s0ld subject merchandise in commercid quantities for each of the three
relevant years, and 3) it is not necessary to maintain the order with respect to ICDAS in order to offset

dumping.

According to ICDAS, while the Department rescinded the April 1, 2000, through March 31, 2001,
adminigrative review with respect to it on the grounds that it did not have entries of subject
merchandise during this period, the Department’ s regulations regarding revocation at 19 CFR
351.222(b)(2)(i) refer specificdly to “saes” not “entries,” of subject merchandise. ICDAS maintains
that these meanings are not synonymous, noting that CBP regulations at 19 CFR 141.0a(a) define
“entry” as“that documentation required by Sec. 142.3 of this chapter to be filed with the gppropriate
Customs officer to secure the release of imported merchandise from Customs custody, or the act of
filing that documentation,” while the Department’ s antidumping manua notes that “sdes’ are deemed to
have occurred when price, quantity, ddivery terms, and payment terms are agreed by the parties.
ICDAS ds0 notes that the Webster’s 11 New Collegiate Dictionary defines * exports’ as merchandise
that is sent or transported abroad especidly for sde or trade. See Webster’s [ New College
Dictionary (1999) a 395. ICDAS further maintains that the use of the term “sold” in the revocation
regulation is conastent with the use of theterm “sold” in the Department’ s certification requirement,
neither of which mention “entries” Asaresult, ICDAS reasons that the existence or lack of entries
during a POR is not relevant when assessing digibility for revocation.

Similarly, with respect to the Department’ s requirement that there be exportsin commercid quantities
for the three years prior to revocation, ICDAS maintains that these regulations do not require “ entries,”
but merdly “sdes’ as defined above. ICDAS notes that the Department’ s regulations regarding the
commercid quantities requirement reference either “sdles’ or “exports,” but make no mention of
“entries” See 19 CFR 351.222(d)(1) and 19 CFR 351.222(e)(1)(ii). Further, ICDAS maintains that
the Department amost exclusively usesthe word “saes’ when conducting an andyss of commercid
quantities, citing severd casesin which this term has been used in this context. See Certain Pasta from
Turkey: Notice of Preiminary Results of Antidumping Duty Adminidirative Review and Notice of Intent
Not To Revoke Order in Part, 67 FR 51195, 51198 (Aug. 7, 2002) (Petafrom Turkey Prelim); Oil
Country Tubular Goods From Mexico: Find Results of Antidumping Duty Administrative Review and
Determination Not To Revoke in Part, 66 FR 15832 (Mar. 21, 2001) and accompanying Issues and
Decison Memorandum a Comment 1 (OCTG from Mexico); Natice of Find Results of Antidumping

12/ |n the previous segment of this proceeding, we determined that ICDAS did not have sdlesin
commercia quantities and, therefore, the Department could not “count” the 1999-2000 POR asthe
firg year of thisrevocation andyss.
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Duty Administrative Review and Determination Not To Revoke the Antidumping Duty Order: Brass
Sheet and Strip From the Netherlands, 65 FR 742, 743 (Jan. 6, 2000); Pure Magnesum From
Canada; Preiminary Results of Antidumping Duty Adminisrative Review and Notice of Intent Not To
Revoke Order in Part, 64 FR 12977, 12979 (May 16, 1999); and Certain Corroson-Resistant
Carbon Sted Flat Products and Certain Cut-to-L ength Carbon Stedl Plate From Canada: Final Results
of Antidumping Duty Adminigtrative Reviews and Determination To Revoke in Part, 64 FR 2173, 2175
(Jan. 13, 1999) (Carbon Sted Plate from Canada).

ICDAS dates that, athough it had no entries of subject merchandise during the 2000-2001 POR (i.e.,
April 1, 2000, through March 31, 2001), record evidence demonstrates thet it “sold” commercia
quantities of subject merchandise to the United States during thistime period. Specificaly, ICDAS
notes that it invoiced and shipped subject merchandise to a U.S. customer within this period, but this
merchandise did not enter the United States until after March 31, 2001. Therefore, ICDAS argues,
were the Department to rely on ether the invoice date or the shipment date, the date of sde fadlswithin
the POR in question; thus ICDAS had both sdes and exportsin commercid quantities. ICDAS notes
that the Department reviewed data relating to sales from the 2000-2001 POR in the context of the
2001-2002 POR.

ICDAS asserts that the Department’ s finding that it could not rely on the 2000-2001 POR precluded
the Department from addressing the issue of whether it had salesin commercia quantities during the
three relevant periods. As noted above, ICDAS maintains that the Department erred as aresult of
improperly equating “sdes’ with “entries,” and that the Department must rely on the 2000-2001 POR
asthe firg of the three rdlevant yearsin its revocation andyss. Following from the foregoing assertion,
ICDAS reasons that the Department must now address whether ICDAS sold in commercid quantities
for each of the three rdlevant PORs. ICDAS asserts that “{ €} ach of these sales quantities were,
relative to the Department’ s benchmark, well above the leve a which the Department has previoudy
found salesto be below a commercia quantity.”

According to ICDAS, in the 2000-2001 POR, the Department analyzed the issue of commercia
quantities by comparing ICDAS s specific sales datafor the April 1, 1999, through March 31, 2000,
POR to the average volume shipped by respondents (which did not include ICDAS) inthe LTFV
investigation in 1995. ICDAS assarts that this methodology amounts to a comparison with the period
of investigation (POI) industry average, and that this same POI industry average would presumably be
used by the Department as a benchmark for determining the commercid quantities question in the
instant case for the relevant time periods.™® ICDAS maintains that, should the Department use this
benchmark, based upon Department precedent and practice, its shipments in the relevant years will be
found to have been in commercia quantities.

13 |CDAS states that it does not agree that either the POI industry average or acompany’s
home market sales volume are gppropriate benchmarks.
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Citing Carbon Stedl Plate from Canada, ICDAS maintains that the Department’ s practice has been to
find that arespondent did not have salesin commercid quantities when the respondent’s POR sales
volumes are “a@normally smal” and “so inggnificant” as to not reflect the company’ s normd
commercid experience. Further, ICDAS asserts that the Department generally has found that sales
were not in commercia quantities only in cases where POR sales volumes are | ess than three percent of
arespondent’s POI sales. In support of this assertion, ICDAS cites OCTG from Mexico at Comment
1; Notice of Prdiminary Results and Partial Rescission of Antidumping Duty Administrative Review and
Intent Not To Revoke in Part: Certain Pasta From Itdy, 67 FR 51827, 51832 (Aug. 9, 2002); and
Find Results of Antidumping Duty Adminidretive Review: Slicon Metal From Brawil, 65 FR 7497,
7504 (Feb. 15, 2000). ICDAS asserts that its shipments in 1999 through 2000 were at the “high end
of the range of percentages found not to condtitute commercid quantities” and that its shipments from
2000 through 2003 were sgnificantly greater as a percentage of this purported POI industry average
benchmark than “the percentage figures found in other cases where the Department determined that
sdeswere not in commercid quantities” ICDAS goes on to note that its 2000 through 2003 annua
shipments were aso significantly higher than ICDAS s shipments for the 1999-2000 POR.

Finaly, ICDAS argues that the petitioners have waived the issue of whether continued application of
the antidumping duty order is“otherwise necessary” to offset dumping, and that the Department should
therefore find that maintaining the order with respect to ICDAS is unnecessary. Citing 19 CFR
351.222(b)(2)(i)(c), ICDAS states the burden of proof regarding whether the continued application of
the antidumping duty order is necessary to offset dumping initidly lieswith the respondent. ICDAS
arguesthat it follows from this gpproach that respondents who have requested revocation, having made
sdes a not less than norma vaue over at least three review periods, are entitled to a presumption that
maintaining the antidumping duty order is not otherwise necessary to offsat dumping. See Amended
Regulation Concerning the Revocation of Antidumping and Countervailing Duty Orders, 64 FR 51236,
51238 (Sept. 22, 1999). Further, ICDAS asserts that in order to rebut this presumption, the
petitioners must st forth additiona or pogtive evidence. Seeid. ICDAS maintainsthat there is no
such factua information on the record, and that the deadline for submission of unsolicited new factua
informetion in this review (i.e., September 17, 2003) has passed.

The petitioners agree with the Department’ s finding in the preiminary results that ICDAS was not
eligible for revocation. Specificdly, the petitioners state that, as ICDAS was not subject to an
adminigrative review for the 2000-2001 POR, this cannot count as the first of the relevant three years.
Therefore, the petitioners contend that ICDAS is not, as a matter of law, eigible for revocation. In
support, they cite 19 CFR 351.222(d), which states that there will be no revocation unlessthe
Department has “conducted areview for thefirst or third (or fifth) years of the three- and five- year
consecutive time periods referred to in those paragraphs.”  Additionally, the petitioners assert that
ICDAS made no “sdes’ in the United States during the 2000-2001 POR, citing the fact that the
Department rescinded its adminigtrative review of ICDAS during this POR.

The petitioners date that if, despite the above, the Department were to find that ICDAS made “sales’
in the 2000-2001 time period, such saeswere not in commercid quantities. Thus ICDAS would till
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not be entitled to revocation. The petitioners assart that the Department decides whether sdesarein
commercid quantities on a case-by-case basis, and in 0 doing compares the number and volume of
the sdlesin question to sales made by the respondent prior to the order and during other PORS; in
order to establish whether such saes represent the respondent’ s “normal commerciad practice” See,
eg., Carbon Steel Plate from Canada, 64 FR at 2175; and Pastafrom Turkey Prelim, 67 FR at
51198. The petitioners argue that applying the Department’ s case-by-case andys's, including an
examination of the number and volume of sdes, to either other review periods or the POI-industry
average supports a conclusion that ICDAS did not make sdesin commercid quantities during the
2000-2001 POR.

Department’ s Position:

As noted above, in the preliminary results the Department found that ICDAS was not digible for
revocation because ICDAS had not met the requirements of 19 CFR 351.222(d), which statesin part:

The Secretary will not revoke an order or terminate a suspended investigation under
paragraphs (b) or (c) of this section unless the Secretary has conducted a review under this
subpart of thefirgt and third (or fifth) yeers of the three- and five-year consecutive time periods
referred to in those paragraphs. (emphasis added)

The meaning of this regulation is unambiguous. The Department will not revoke an order with respect to
aparticular exporter unlessit has conducted areview for it during the first year under consderation.
Although the Department initiated an adminigtrative review for ICDAS covering the 2000-2001 review
period, we rescinded thisinitiation after ICDAS natified us that it had no entries of subject merchandise
to the United States during the POR. See 2000-2001 Rebar Review, 67 FR at 66111. See dso
Certain Sted Concrete Reinforcing Bars From Turkey: Preliminary Results of Antidumping Duty
Adminidrdive Review, 67 FR 21364, 21365 (May 1, 2002). Therefore, we find that ICDAS is not
eligible for revocation from this order because we did not conduct areview for ICDAS during the
2000-2001 POR.*

14 This decison is consstent not only with the Ietter of the regulations, but aso with their intent.
Specificdly, in determining whether the three years of no dumping are a sufficient bassto make a
revocation determination, the Department must be able to determine that the company has participated
meaningfully in the U.S. market during each of the three years at issue. See, eq., Certain Corrosion-
Resistant Carbon Stedl Flat Products and Certain Cut-to-L ength Carbon Stedl Plate From Canada:
Find Results of Antidumping Duty Adminidrative Reviews and Determination To Revokein Part, 64
FR 2173, 2175 (Jan. 13, 1999). See ads0 2001-2002 Rebar Review at Comment 5. In this case,
given that the sdle in question occurred so late in the POR that it did not enter until the following period,
we find thet we have insufficient basis to determine that ICDAS has participated meaningfully in the
U.S. market during the three-year period under consideration.
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Wefind that ICDAS sinterpretation of this regulation (i.e., that the Department nonetheless “ reviewed”
its 2000-2001 sales of subject merchandise to the United States and thus it has satisfied the
requirements of the applicable regulation) to be untenable. 19 CFR 351.102(b) defines “ adminidtrative
review” asfollows “* Adminigtrative review’ means areview under section 751(a)(1) of the Act.”
Section 751(a)(1) of the Act in turn defines such areview asfollows.

At least once during each 12-month period beginning on the anniversary of the date of
publication of . . .an antidumping duty order under thistitle. . . the administering authority, if a
request for such areview has been received and after publication of notice of such review in the
Federd Regiger, shdl . . . review, and determine (in accordance with paragraph (2)), the
amount of any antidumping duty. . .and shal publish in the Federd Regigter the results of such
review, together with notice of any duty to be assessed, estimated duty to be deposited, or
investigation to be resumed.

Further, section 751(8)(2) of the Act directs the Department to review “each entry of the subject
merchandise” Assuch, an “adminigrative review” not only has clearly defined parameters, but it isin
fact specificdly linked to entries during the review period.

We aso disagree with ICDAS that the Department should treat the 1999-2000 POR asthefirst year
under condderaion. ICDAS made the identica argument in the most recent segment of this
proceeding, and we considered it fully then. See 2001-2002 Rebar Review at Comment 5. Because
the facts remain the same, we continue to find that ICDAS did not make U.S. sdles or shipmentsin
commercid quantities during that POR.

Accordingly, we continue to find that ICDAS is nat digible for revocation in this segment of the
proceeding asit fails to meet the requirements of 19 CFR 351.222(d).

Comment 16: Collapsing Issue for ICDAS

For the preliminary results, the Department collgpsed ICDAS and its afiliated rolling mill, Demir
Sanayi, in accordance with its treetment of these entities in the prior adminidrative review. The
petitioners argue that, based on the supply arrangement between the two parties (i.e., atalling
agreement), there is no basisto consider Demir Sanayi to be a producer of subject merchandise or to
collgpse it with ICDAS. According to the petitioners, because Demir Sanayi manufactures subject
merchandise from sted billets manufactured in the ICDAS mdt shop and the merchandise is then
returned to ICDAS for sdlling purposes (see ICDAS s July 14 section A response at page A-12),
ICDAS (not Demir Sanayi) is the producer of the subject merchandise.

As support for their position, the petitioners cite 19 CFR 351.401(f), which states the following:

the Secretary will treat two or more affiliated producers as a Single entity where those
producers have production facilities for smilar or identical products that would not require
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subgtantia retooling of ether facility in order to restructure manufacturing priorities and the
Secretary concludes there is a significant potentid for the manipulation of price or production.

The petitioners argue that, because the arrangement between ICDAS and Demir Sanayi isaclassic
tolling or subcontracting arrangement, Demir Sanayi does not acquire ownership or control the sale of
subject merchandise or foreign like product. Accordingly, the petitioners contend that Demir Sanayi
cannot be treated as a producer under 19 CRF 351.402. Further, the petitioners argue that, because
Demir Sanayi cannot be considered a producer and cannot produce subject merchandise on its own
without “subgtantia retooling” of its facilities, it cannot be collgpsed with ICDAS. See 19 CFR
351.401(f)(1). Assupport for its position, the petitioners cite Sater Steels Corporation v. United
States, 279 F. Supp. 2d 1370 (CIT 2003) (Sater Steds), which sates that affiliated companies which
lack equivaent production capabilities do not fit into the profile contemplated by the regulation
pertaining to collapsing. According to the petitioners, the facts of this case are anadogous to those in
Sater Stedls because Demir Sanayi: 1) is not a named respondent in this review; 2) does not produce
subject merchandise imported into the United States; and 3) does not possess production facilities
equivalent to those of ICDAS because it lacks amelt shop.*®

Furthermore, the petitioners argue that, because Demir Sanayi’ s rolling services condtitute amgor input
and the information needed to employ the mgor input rule is not on the record, the Department should
vaue such sarvices at the highest vaue reported for any control number by ICDAS for the cost

reporting period.

According to ICDAS, the petitioners have mischaracterized the relationship between ICDAS and
Demir Sanayi. ICDAS dates that the relationship between the two entities was described in its section
D submission asfollows. “Demir Sanayi made sdes of rebar in the home market during the POR that
are reported in the section B home market database. The company has collapsed ICDAS and Demir
Sanayi for caculation of COPand CV.” See ICDAS s July 28, 2003, section D response at pages
11-12. According to ICDAS, Demir Sanayi sold rebar during the POR that was separate and distinct
from those goods that were rolled for and returned to ICDAS under a subcontracting arrangement.
ICDAS notes that such sales were reported in ICDAS s home market sdeslisting.

ICDAS argues that it collgpsed Demir Sanayi’sand ICDAS s codtsin its cost caculations specifically
because Demir Sanayi was an affiliated reporting entity for saes purposes, and therefore, the mgjor
input rule did not apply. Furthermore, ICDAS argues that the petitioners reference to Demir Sanayi
not being a named respondent in thisreview isirrdevant, while the fact that it is an affiliate of ICDAS
that sold in-scope rebar in the home market requiresit to be collgpsed with ICDAS for cogt-reporting
purposes.

5 The petitioners further argue that any future sales made by Demir Sanayi should be subject
to the dl-others rate, rather than to ICDAS srate.
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Regarding the petitioners claim that Demir Sanayi cannot be considered a producer of the subject
merchandise because it lacks amelt shop and does not posses equivaent production facilities to those
of ICDAS, ICDAS disagrees. Specificaly, ICDAS contends that, because the subject merchandise
congsts of deformed rebar and wire rod and such merchandise is produced from sted billetsby a
rolling mill, an entity does not necessarily have to own a melt shop that produces sted billetsin order to
manufacture and be considered a“producer” of rebar. Therefore, because Demir Sanayi owns a
rolling mill, ICDAS contends that it is a producer of the subject merchandise and should appropriately
be collapsed with ICDAS.

Department’ s Position:

We disagree with the petitioners that Demir Sanayi is not a*“producer” of subject merchandise.®®
Demir Sanayi has arolling mill which produces rebar from hillets. Whether the billets used in itsrolling
mill were produced by Demir Sanayi isirrdevant for purposes of determining if this entity should be
collapsed with another entity that produces merchandise subject to the order (i.e., rebar). See, eq.,
Sanless Sted Ba from India; Find Results of Antidumping Duty Adminidrative Review, 68 Fed.
Reg. 47543 (Aug. 11, 2003) and accompanying Issues and Decison Memorandum at Comment 10
(Sanless Sed Bar from India) (where the Department stated that whether one “makes billets’ and the
other does not is“irrdevant” to collgpsing andysis). The billet input and the find product (i.e., concrete
reinforcing bar) are two distinct products. As noted by the Department in Sainless Sted Bar from
India, it is not necessary for a company to produce billets in order to “produce’ the find end product.
Given these facts, it is appropriate to treat Demir Sanayi as a“producer” of rebar.

Moreover, the fact that Demir Sanayi had atolling relationship with ICDAS to rall billets into subject
merchandise does not mean that Demir Sanayi did not produce and sdll subject merchandise during the
POR. Rather, evidence on the record demonstrates that Demir Sanayi produced and sold rebar in the
home market for its own account. See the February 10, 2004, memorandum from Irina Itkin and
Elizabeth Eastwood to the file entitled, “Verification of the Sdes Questionnaire Responses of |cdas
Cdik Enerji Tersane ve Ulasm Sanayi A.S. in the Antidumping Duty Adminigtrative Review on Certain
Steel Concrete Reinforcing Bars (Rebar) from Turkey” at page 3 (ICDAS 2002-2003 Sdes
Verification Report). Therefore, the petitioners argument that Demir Sanayi did not acquire ownership
or control the sale of subject merchandise under its tolling agreement is without merit under the facts of
this case because it is not relevant to the genera question of whether Demir Sanayi is neverthdessa
producer initsownright. Thisargument merdly addresses whether Demir Sanayi functioned asa
subcontractor (rather than the producer) for some of its transactions.

18 The petitioners appear to argue that Demir Sanayi is not a producer for two reasons. 1)
Demir Sanayi does not produce its own hillets in amelt shop; and 2) Demir Sanayi only produced
subject merchandise pursuant to atolling arrangement with ICDAS.
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Regarding our treatment of ICDAS and Demir Sanayi as a collgpsed entity, we note that we treated
these producers as such in the previous administrative review of rebar from Turkey. Further, given that
Demir Sanayi’ s status as a“producer” is not in question (as noted above), we notethat itisin
accordance with our regulations at 19 CFR 351.401(f) to treat two producers as a collapsed entity
where “those producers have production facilities for smilar or identical products that would not
require subgtantia retooling of ether facility in order to restructure manufacturing priorities and the
Secretary concludes that there is a Significant potentia for the manipulation of price or production.” We
believe that the requirements set forth in 19 CFR 351.401(f) have been met in this case because Demir
Sanayi and ICDAS: 1) have common ownership; 2) produce identical products; and 3) share price and
cost information with respect to the merchandise under review, as evidenced by the detailed price and
cost information of each entity combined in a single consolidated response to the Department’s
questionnaire. Consequently, we have continued to treat Demir Sanayi and ICDAS as a collgpsed
entity for purposes of the find results.

With regard to the petitioners argument that the Department should consider Demir Sanayi’ srolling
sarvices asa“mgor input,” we note that our decision to collgpse these entities obviates this argument.
Asnoted in Natice of Find Determination of Salesat Less Than Fair Vaue Stainless Sted Wire Rod
From Korea, 63 FR at 40404 (July 29, 1998), once the Department treats two producers asasingle
entity, the mgor input rule is no longer gpplicable.

Comment 17: Whether to Treat ICDAS sU.S Salesas EP or CEP Sales

For purposes of the preliminary results, the Department treeted all of ICDAS sU.S. sdlesas EP sdles.
According to the petitioners, the Department should reclassifiy these sales as constructed export price
(CEP) sdles and deduct all expenses associated with ICDAS s ffiliated U.S. importer from the U.S.
price. Assupport for their position, the petitioners cite AK Steel Corp. V. United States, 226 F.3d
1361 (Fed. Cir. 2000) (AK Sted).

The petitioners base their argument on the claim that ICDAS s responses are inconsistent in their
descriptions of the importer. Specificaly, the petitioners assert that ICDAS s statement on page A-8
of the May 8, 2003, response, that the importer does not have any employees or business premisesin
the United States and that functions such as record-keeping and customs transactions are outsourced to
third parties, isinconsstent with the fact that Exhibit A-7 of the same response shows two addressesin
Houston, Texas for the effiliate, as well asthe name of a saes agent.

According to ICDAS, the Department should continue to treat all of ICDAS sU.S. sdlesas EP
transactions because they were made outside the United States. ICDAS notes that, according to AK
Steel, there are two digpositive factors that should be considered when choosing between a CEP or EP

17 We note that the relevant portions of ICDAS s response are contained on pages A-8 and A-
9 of the July 14, 2003, section A response.
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classfication: 1) where the sde takes place; and 2) whether the producer or exporter and the U.S.
importer are affiliated. See AK Steedl, 226 F.3d at 1367. Further, ICDAS cites Notice of Fina
Results of Antidumping Duty Adminidrative Review and Recisson of Adminidretive Review in Part:
Canned Pinegpple Fruit From Thailand, 66 FR 52744 (Oct. 17, 2001) and the accompanying Issues
and Decison Memorandum at Comment 16 (Canned Pinegpple from Thailand), where the Department
recognized that “AK Steel established that ‘the critica difference between EP and CEP salesis whether
the sde or transaction takes place insgde or outside the United States.”” In addition, ICDAS argues that
the term “ outside the United States,” read in the context of both the CEP and EP definitions, appliesto
the locus of the transaction at issue, not the location of the company. See AK Stedl, 226 F.3d at 1370.

ICDAS argues that the fact that its U.S. importer is a paper company which has no employees was
verified by the Department in the 2001-2002 and 2002-2003 adminigtrative reviews. ICDAS notes
that the petitioners claim that sdles made through ICDAS s U.S. importer are CEP salesis based on
the false premise that the importer in question had employees and business premisesin the United
States. However, ICDAS argues that its statements on pages A-8 and A-9 of the July 14 response are
correct and that the U.S. importer isindeed a paper company and has no employees. Furthermore,
ICDAS dates that the petitioners  reference to an employee’s name on the sales documentation is
amply areference to an employee of the accounting firm charged with keeping the accounting books
for ICDAS sU.S. importer.

Department’ s Position:

We have continued to treat ICDAS s U.S. sdes as EP transactions for purposes of the find results
because these sales were made pursuant to agreements made between ICDAS personnel in Turkey
and the unaffiliated U.S. customer. Initssection A response, ICDAS describes the role of its affiliated
importer asfollows

ICDAS has classfied its sdles made through { the importer} as‘EP sdesinitsU.S. sdes
database since the merchandise was sold before importation by company personnel |ocated
outsde the United States (in Turkey). { The importer} does not have any employees or
business premisesin the U.S,, therefore is not involved in the sales process, never takes
possession or inventory of subject merchandise, and acts only as an importer of record.
Functions such as recordkegping and customs transactions are outsourced to third parties. All
sdes activities related to the sdlesto U.S. customers, of subject merchandise produced or
exported by ICDAS, such as dl sales negotiations, issuing of invoices, and preparation of the
documentation to facilitate payment, occurred in Turkey.

See ICDAS s July 14, 2003, submission at pages A-8 and A-9.

This explanation was confirmed in the Department’ s sales verification reports for ICDAS in thisreview,
aswdl asin the 2001-2002 adminigtrative review:
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{ICDAS s filiated U.S. importer} isapaper company in the United States which acts asthe
importer of record for ICDAS s U.S. sales of subject merchandise. According to company
officids, the personnel in ICDAS s export sdles department act on behdf of {the importer}
because { the importer} itsalf has no employees.

See the ICDAS 2002-2003 Sdles Veification Report at page 4.

According to company officids, {the U.S. importer} is a paper company that was created in
July 2001. For dl of ICDAS s sdesto the United States after the date of the company’s
creation, {the importer} acted as the importer of record. Company officials stated that { the
importer} has no employees and that the personnd in ICDAS s export sales department act on
behdf of {the importer}. According to ICDAS, {the importer} provides the following services
to U.S. cusomers. 1) invoicing; 2) arrangement of U.S. customs clearance and payment of dl
brokerage charges; and 3) receiving payment from U.S. customers.’® Company officias
explained that, except for the provision of these services, there are no differences between
those U.S. sdles made directly by ICDAS and those U.S. sdles made through { the importer}.

See the October 7, 2004, memorandum from Brianne Riker to the File, entitled “Placing the ICDAS
2001-2002 Sdes Verification Report on the Record of the 2002-2003 Administrative Review on
Certain Sted Concrete Reinforcing Bars from Turkey” at pages4 and 5.

Based on the above descriptions, we disagree with the petitioners characterization of ICDAS's
affiliated U.S. importer’ sinvolvement in the U.S. sdles process. According to the information gathered
at both the 2002-2003 and 2001-2002 sales verifications of ICDAS, the importer’ sroleislimited to
customs clearance arrangement and payment of brokerage expenses, and receipt of payment from U.S.
customers. The petitioners assertion that the U.S. importer has employees located in the United States
isunfounded. It is evident from the documentation contained in Exhibit A-7 of the July 14 response that
the employee referred to by the petitioners works for the accounting firm that prepares the importer’s
financia statements. Nonethel ess, we have conducted internet research regarding the two addresses
contained in the same exhibit for the U.S. importer. We found that the first addressis the location of
the above-mentioned accounting firm, while the second address is gpparently an office of afirm of tax
attorneys. Moreover, we were not ableto find any U.S. location for ICDAS s affiliated importer. See
the memo from Brianne Riker to the file entitled, “Internet Research Regarding ICDAS s Affiliated
Importer,” dated October 12, 2004.

18 Company officids explained that invoices are issued by ICDAS personnd in Turkey, while
the remaining services are coordinated by the same personnel with aU.S. customs brokerage firm and
aU.S. accounting firm, respectively. Company officids further stated that the fees paid to the
accounting firm are not directly related to a particular sales transaction. Accordingly, company officids
dtated that they reported these fees as U.S. indirect selling expensesin the U.S. sdesligting.
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Findly, we disagree with the petitioners that the circumstancesin AK Stedl are smilar to those present
here. Specificdly, in AK Stedl the court held the following:

[1f] the contract for sde was between aU.S. affiliate of aforeign producer or exporter and an
unaffiliated U.S. purchaser, then the sde mug be classfied asa CEP sde. Stated in terms of
the EP definition: if the saes contract is between two entities in the United States and executed
in the United States and title will passin the United States, it cannot be said to have been asde
“outsgde the United States’; therefore, the sde cannot be an EP sde. Smilarly, asde made by
aU.S. dffiliate or another party other than the producer or exporter cannot be an EP sdle.

See AK Stedl, 226 F.3d at 1371.

Whileit is undisputed that ICDAS s U.S. importer is affiliated with ICDAS, this fact aone does not
require afinding that the sdesin question are CEP transactions. Under AK Sted!, the Hient issueis
whether the sale at issue takes place inside or outside the United States. See Canned Pineapple from
Thailand at Comment 16. In this case, the sdlesinvoice was issued by an entity in Turkey (i.e., the
producer/exporter) to an entity in the United States (i.e., the U.S. customer), it was executed outside
the United States, and title passed outside the United States. Thus, congstent with the court’sruling in
AK Steel, we have continued to treat ICDAS s U.S. sdles as EP transactions.

Comment 18: Short-term Interest Rates Used for ICDAS

For purposes of the preliminary results, we based home market credit expenses for ICDAS on the
actuad short-term borrowing rates in effect during each month of ICDAS sreporting period. The
petitioners argue that the verified interest rates on which home market credit expenses were based are
aberrationa when compared with The Economid rates used by the other respondents and the
Department’ s own inflation indices, and thus they should be rgected. According to the petitioners, not
only were the few loans which comprise the total of ICDAS s home market borrowing experience dl
for very short periods, but the total interest expenses related to these |oans are negligible. Further, the
petitioners speculate that it islikely that ICDAS entered into a Single loan in the month when more than
half of its POR U.S. sdles were made in order to inflate home market credit expenses for purposes of
this proceeding. However, the petitioners contend that, even if it is assumed that the [oan in question
were alegitimate transaction, it is unreasonable to use that Single transaction to quantify the cost of
extending credit to ICDAS s customersin that month. As support for their position, the petitioners cite
Slicon Metd from Braril; Find Results of Antidumping Duty Adminidrative Review and Determinetion
Not To Revoke in Part, 66 FR 11256 (Feb. 23, 2001) (Silicon Meta from Brazil 1998-1999); Slicon
Metd from Brawil; Find Results of Antidumping Duty Adminidrative Review, 67 FR 6488 (Feb. 12,
2002) (Silicon Metd from Brazil 1999-2000); and Notice of Find Determination of Salesat Less Than
Fair Vdue Stainless Sted Round Wire from Korea, 64 FR 17342 (April 9, 1999) (Sted Round Wire
from Korea).
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The petitioners argue that, if the Department determines that it is not gppropriate to disregard ICDAS's
borrowing dtogether in favor of published short-term borrowing rates, it should either: 1) reject the
most aberrationa borrowing rates from April and October 2002; or 2) apply a single weighted-average
rate for the nine-month reporting period, which the petitioners note is still consderably higher than the
published rates.

According to ICDAS, its reported home market credit expenses are based on short-term interest rates
on bank loans used in its commercid operations in the norma course of business and should therefore
not be regjected for purposes of caculating credit expenses. ICDAS argues that it reported arelatively
large number of loans during the reporting period and thet the total principa and interest associated with
these loansis subgtantial and consistent with ICDAS s norma commercia practice. ICDAS notes that,
while the subset of its reported borrowings during the reporting period is sufficient for calculating credit
expenses, the total borrowings in home market currency are considerably larger than the reported
subset. ICDAS notesthat it did not report the remainder of the loans because the Department made a
decison in aprevious review to disregard Eximbank loans.

Regarding the petitioners assertion that ICDAS s |oan experience should be regjected on the grounds
that the rates are higher than published interest rates, ICDAS disagrees. According to ICDAS,
because banks apply various criteriain offering interest rates to companies, each company’sindividua
borrowing experiences can differ sgnificantly from each other and from published lending rates.
ICDAS dtates that is not surprising that itsinterest rates were high because itstotd short-term loans
increased three-fold between 2001 and 2002.

Regarding the cases cited by the petitioners, ICDAS argues that they do not support the petitioners
position. Specificaly, regarding both Silicon Metal from Brazil 1998-1999 and Silicon Metd from
Brazil 1999-2000, ICDAS argues that these cases are not ana ogous to the present circumstances
because the respondent had a single loan during the entire POR, while ICDAS had a considerable
number of loans during the POR. In Stedl Round Wire from Korea, ICDAS notes that the Department
rejected the respondent’ s use of its actual overdraft rates because those rates “{ did} not appear to
bear any relation to normal commercia borrowing by the respondent (the total POl amount of
overdraft borrowing, when compared to the total amount of regular short-term borrowing, indicates
that overdraft borrowing is exceptiondly rare).” 1ICDAS argues that this caseisdso easly
digtinguishable from the instant case because the interest rates in question are based on regular bank
loans and not overdrafts. Further, ICDAS argues that these interest rates are related to loans that are
part of itsnorma commercid behavior and significant both in number and tota principd.

Finaly, ICDAS argues that the petitioners have provided no evidence that ICDAS entered into the
loansin question in order to inflate its home market credit expenses. ICDAS dtates that while it made
salesto the United Statesin April, September, and December 2002, the reported interest rates for
September and December are the second and third lowest of the eight reported monthly interest rates
for the reporting period.



Department’ s Position:

We agree with ICDAS that we should continue to use its own borrowing experience for purposes of
cdculating home market credit expenses. Policy Bulletin 98.2 Sates:

if the respondent has short-term borrowings in the same currency as that of the transaction, we
use the respondent’ s own weighted average short-term borrowing rate redlized in that currency
to quantify the credit expensesincurred... The short-term borrowing rate redized by the
respondent in the relevant currency is the best measure of the time vaue of money and the cost
incurred by the respondent in extending credit to its customers.

In this review, because Turkey experienced high inflation during the POR, we have used month-to-
month comparisons in performing the margin calculations, pursuant to the Department’ s practice. In
accordance with this methodology, for purposes of the preliminary results and consistent with prior
reviews of rebar from Turkey, rather than using a weighted-average POR borrowing rate, we have
used monthly rates for each month of the reporting period for purposes of caculating home market
credit expenses. Moreover, we used ICDAS s own borrowing experience in Turkish liraas directed
by the above-referenced policy bulletin.

ICDAS reported a sgnificant number of short-term loans in Turkish lira during the reporting period
(i.e., April through December 2002). We used dl of ICDAS sloansin Turkish liraduring the months
inwhich it had U.S. sdlesin order to caculate home market credit expenses because there is no
evidence on the record that: 1) these loans were not obtained in the normal course of business; or 2)
the loans were obtained and reported by ICDAS in order to inflate home market credit expenses.

We find unpersuasive the petitioners argument that we should depart from our practice of usng
ICDAS s own borrowing experience smply because its borrowing rates happen to be higher than the
rates published by The Economigt. Asnoted by ICDAS, the interest rate offered by a bank to any
particular company depends on many factors, and may include the company’ s relaionship with the
bank, as well as the company’s profitability. At verification, wetied ICDAS s borrowingsin Turkish
lirato bank statements from unaffiliated banks. See the ICDAS 2002-2003 Sales Verification Report
at page 10. Thereisno evidence on the record to suggest that these rates were not legitimate
commercia rates obtained in the normal course of business.

Findly, wefind that the petitioners rdiance on Silicon Metd from Brazil 1998-1999, Silicon Meta
from Brazil 1999-2000, and Steel Round Wire from Koreais misplaced. Regarding the first two
cases, we note that the Department did not use the actua borrowing experience of the respondent
because it had only one loan during the POR which was determined to be outside the norma course of
trade (i.e., the loan was found to be made at an “exorbitant” rate to be used only in an “emergency”
gtudion). Intheingant case, ICDAS reported many loans which are smilar to the onesin question
during the reporting period and there is no evidence on the record to demondirate that any of the
reported loans were outside the norma course of trade. Regarding Stedd Round Wire from Korea, we
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note that the Department decided to exclude the rate in question because it: 1) was related to an
overdraft rate; 2) was severd times higher than the respondent’ s regular short-term borrowing rate; and
3) did not bear any relation to norma commercia borrowing by the respondent. In contrast, ICDAS's
borrowing ratesin question are not overdraft rates, were not higher than other borrowing rates reported
in other POR months, and represent norma commercid activity for ICDAS. Therefore, wefind that it
is gppropriate to continue to use ICDAS s reported borrowing ratesin Turkish lirain order to caculate
home market credit expenses for purposes of the find results.

Comment 19: Sandard Rolling Times for ICDAS

For purposes of the preliminary results, we redlocated ICDAS s conversion cogts to individua
products usng asample of actud rolling times, including stoppage, that were tabulated from the dally
plant reports for two months. ICDAS assarts that its origina methodology (i.e., using engineering
standard rolling times) is better because the standards: 1) do not include stoppage; and 2) were
developed using engineering ca culations based on the geometry of the product, the density of sted, the
machinery used in the production process, and the roller diameters and rotation speed settings required
to roll each diameter of rebar and wirerod. Moreover, ICDAS argues that use of these dandardsis
congstent with the Department’ s norma methodology in Smilar cases. As support for this assertion,
ICDAS cites Notice of Final Determination of Sdesa Less Than Fair Vaue: High Information Content
Hat Panel Displays and Display Glass from Japan, 56 FR 32376, 32395 (July 16, 1991) (Hat Pand
Displays from Japan) and Natice of Find Determination of Sdesat Less Than Fair Vaue: Certain All-
Terrain Vehicdesfrom Japan, 54 FR 4864, 4869 (Jan. 31, 1989) (ATVsfrom Japan). In addition,
ICDAS points out that the stlandard time actual cost methodology has consistently been used by other
respondents in this proceeding.

According to ICDAS, the Department erred by including stoppage in the actud rolling time because
stoppages are random phenomena that are not associated with a particular size of rebar or wire rod.
Therefore, ICDAS asserts that the costs associated with stoppages are not product-specific, but rather
should be alocated to dl products in proportion to the rolling times.

ICDAS acknowledges that its standards were developed four years ago and have not been revised
snce. However, ICDAS maintains that the Department should not reject them on this basis because
the parameters used to develop the standard times have not changed. Findly, ICDAS clamsthat the
daily plant reports from which the actua rolling times were tabulated are kept manualy and are not
automated. 1ICDAS asserts that the burden associated with manualy analyzing and tabulating 365 daily
production reports for each of the four rolling mills would have been too greet, and thus the Department
should accept its reported methodol ogy .

The petitioners contend that the stlandard rolling times used by ICDAS are not an accurate
representation of ICDAS s actud rolling times. Therefore, the petitioners argue that, for the fina
results, the Department should continue to use actud rolling times to dlocate the direct |abor and
converson cods of the rolling mills to specific products.
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Department’ s Position:

We disagree with ICDAS that its estimated rolling times, which differed sgnificantly from its actud
experience, should be the alocation base for direct labor and other conversion costs. However, we
agree with ICDAS that the stoppage time, which occurs randomly during the production process, is not
directly related to the product being produced.

Inits normal books and records, ICDAS does not ca culate product-specific costs. As such, for
reporting purposes, ICDAS dlocated the direct labor and other conversion costs of the rolling millsto
specific products based on estimated rolling times for producing a metric ton of a specific diameter of
rebar and wirerod. The estimated rolling times were cdculated using through-put rates based on the
diameter of the rebar processed at ICDAS srolling mills and taking into account multi-tracking used for
rebar of specified diameters.

Wefound at verification that the actua rolling time (including and excluding stoppage) required to
produce one metric ton of each selected diameter of rebar could be determined using the daily rolling
reports maintained by ICDAS. To test the reasonableness of the estimated rolling times used by
ICDAS to allocate direct labor and conversion costs for reporting purposes, we obtained a copy of the
July 31, 2002, ralling report for rolling mill 1 and cdculated the actud rolling times, excluding stoppage,
required to produce one metric ton of a specific diameter of rebar and compared it to ICDAS s
estimated rolling time. We noted a sgnificant difference between the actud and estimated rolling time.
We then expanded our testing to cover additiona products produced by ICDAS of varying diameters
for selected months. From the daily rolling reports, company officias prepared worksheets
demondrating the cdculation of actud rolling times (including and excluding stoppage) for dl products
produced by rolling mills 1 and 2 during March and July 2002. We compared the actual times,
excluding stoppage, to the estimated rolling times and noted that the actua rolling times were
sgnificantly different than the estimated times for dl products. Accordingly, we do not consder the use
of the estimated rolling times gppropriate for alocating labor and other conversion costs to specific
products.

For the preiminary results, we included stoppage time in the product-specific rolling times used to
alocate costs to each diameter of rebar produced. However, after further consideration, we agree with
ICDAS that stoppage is arandom occurrence that is not directly related to the specific products being
produced. Theinclusion of these stoppage times in our cost calculations would be digtortive.

Therefore, for the fina results, we have dlocated the rolling mill total direct |abor and other converson
costs to specific products based on the relative actud rolling times, exclusive of stoppage.

Wefind ICDAS sreliance on Hat Panel Displays from Japan and ATV s from Japanin support of its
argument to use standard time as the alocation base to be misplaced. In Hat Panel Displays from
Japan, the dlocation of the factory overhead costs based on standard work time did not result in
inaccurate product-specific cogts, wheress, in this caseit does. In ATV s from Japan, the issue was
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related to the absorption of the total costs when standard processing timeis used as the alocation base,
wheress, in this case the issue relates to the distortion of product-specific costs.

Comment 20: Prior Period Reversalsfor ICDAS

The petitioners contend that the Department should not include the reversa of prior period expenses as
an offset to the respondent’ s reported G& A expenses. According to the petitioners, it isthe
Department’ s long-standing policy to exclude reversal of prior period expenses from the COP and CV
caculations. As support for this assertion, the petitioners cite Notice of Final Determination of Sales at
Less Than Fair Vaue: Hot-Rolled Carbon Quality Sted Products from Japan, 64 FR 24329, 24350
(May 6, 1999) (where the Department excluded the reversal of areserve for blast furnace repair from
the respondent’s G& A expenses).

ICDAS contends that the Department should treat reversas of prior period itemsin a symmetrica
manner and argues that the Department cannot exclude reversa of prior period expenses from the
COP and CV caculations, and a the same time include reversa of prior period income. According to
the respondent, ICDAS included in its reported G& A expenses both reversals of income and expense
items accrued in the prior year. ICDAS notes that the underlying items were included as part of the
costs reported in the prior POR, and therefore, the associated reversas should be included in the
current POR reported G& A expenses.

Department’ s Position:

We agree with both the petitioners and ICDAS, in part. ICDAS included certain income and expense
itemsin its reported G& A expense rate which resulted from the reversd of expense and income items
related to prior periods. The Department’ s established practice in calculating the G& A expenserate is
to include only expense and income items that relate to the current period. See Notice of Findl
Determination of Sdes at Lessthan Fair Vdue Stainless Sed Butt-Weld Pipe Fittings from Mdaysa,
65 FR 81825 (Dec. 27, 2000) and accompanying Issues and Decision Memorandum at Comment 19
and Notice of Find Determination of Sdles a Lessthan Fair Vaue: Certain Cold-Rolled Carbon Stedl
Flat Products from Turkey, 67 FR 62126 (Oct. 3, 2002) and accompanying Issues and Decision
Memorandum at Comment 6. Because the reversd of prior period provisions for income and expense
items do not relate to costsincurred in the current period, we have excluded from the G& A calculation
the reversd of both the income and expense items in question.

Comment 21: Gain on Sale of Ship for ICDAS

During the POR, ICDAS sold avessd to an affiliated party, and it recognized a gain rdated to this
transaction in its accounting records. We adjusted the amount of the gain included as an offset to G& A
expenses for purposes of the preliminary resultsin order to reflect the market price. See Prdiminary
Reaults, 69 FR at 25066.
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The petitioners argue that the Department should exclude the gain in its entirety because the item sold is
not related to the manufacturing activities of ICDAS. The petitioners point out that, while ICDAS may
have used this ship to trangport inputs and finished products, it was primarily devoted to trangportation
services and not to the manufacturing of subject merchandise. According to the petitioners, it isthe
Department’s practice to include in G& A expenses only gains and losses that are related to generd
manufacturing activities. As support for this assertion, the petitioners cite Notice of Preliminary Results
of Antidumping Duty Adminigrative Review: Stainless Stedd Wire Rod from the Republic of South
Kores, 66 FR 51385, 51389 (Oct. 9, 2001) (2001 SSWR from Kores).

ICDAS contends that, for the preliminary results, the Department erred in disallowing the full amount of
the offset to G& A expenses. According to ICDAS, the ship was sold to an affiliated party at a market
price which was substantiated by the publicly posted sde prices of other smilar ships and aso from the
insurance policy purchased by the affiliated party for the ship in question. ICDAS dates that some
months after the sde of the ship, it downloaded alist of published offers of used ships from the
Shipbrokers.com website and maintains that the amount paid by the affiliated purchaser was within the
price range of amilar ships. Moreover, ICDAS points out that in the used-ship market, each shipis
different and the actud market vaue reflects the unique condition and characteristics of the individua
vessd. According to ICDAS, the fact that one of the ships within asimilar class was advertised for sde
at alower price than that received by ICDAS, while another was advertised at a higher price, affirms
that the sale of the ship by ICDAS was indeed made at amarket price. In addition, ICDAS asserts
that the insured value of the sold vessel substantiates that the ship was sold at a market price because
the insurance company has the responsibility to ingpect the vessel and determine the actua vaue before
issuing the policy. Finaly, ICDAS argues that, while no independent apprais was made at the time of
sde to determine the market value of the ship, this should not be deemed to be prgudicid becauseit is
not required by Turkish law.

ICDAS disagrees with the petitioners that 2001 SSWR from Korea applies here. ICDAS asserts that
in 2001 SSWR from Korea the Department excluded the gainsin question because they were related
to investment assets, whereas here the ship was owned and operated to support the company’s
business of manufacturing and sdlling stedl products and was not an asset hed mainly for investment
puUrposes.

Department’ s Position:

We agree with ICDAS that the gain on the disposa of the used ship should be included as an offset to
its reported G& A expenses because it is our practice to include the gains and losses on sales of fixed
assets. However, we disagree with ICDAS that the transfer price was based on an arm’ s-length
transaction. To demondrate that the sales price was a armv' s length, ICDAS submitted alist of offers
for sdles and purchases of ships from the Shipbrokers.com website in Exhibit 37 of the September 30,
2003, supplementa section D questionnaire response. We noted from the list that the transfer price
charged for the ship was not a afair market price. Section 773(f)(2) of the Act provides that
transactions between affiliated parties may be disregarded if they do not fairly reflect the amount usualy
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reflected in the market under consderation. Therefore, for the find results, we have continued to adjust
the gain on the disposal of aship to reflect amarket price. Dueto its proprietary nature, we have
addressed the specifics of thisissue in the cost caculation memo. For further discussion of thisissue,
see the memorandum from Sheikh M. Hannan to Ned M. Haper entitled “Cost of Production and
Constructed Vaue Calculation Adjustments for the Find Results,” dated November 1, 2004.

Findly, wefind the petitioners' reliance on 2001 SSWR from Korea to exclude the gain from the G& A
rate calculation to be misplaced. In that case, the Department excluded the gains because it related to
assets held for investment, whereas in this case the ship was used in the company’ s generd operations
and was not held for investment purposes.

Recommendation

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

Agree Disagree

James J. Jochum
Assgant Secretary
for Import Administration

(Date)



