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This memorandum addresses issues briefed or otherwise commented on in the above-referenced
proceeding. Followingisaligt of the issues briefed by interested parties and an andyss of the
comments of the interested parties and our recommendations for each of the issues?

Background

On January 27, 2004, the Department of Commerce (the Department) published the preliminary results
in the review of low enriched uranium from France:? The period of review (POR) is

July 13, 2001, through January 31, 2003. The respondent in this review is Eurodif SA. (Eurodif),
Compagnie Générde Des Matieres Nucléaires, SA. and COGEMA, Inc. (collectively,
COGEMA/Eurodif). The petitionersin this case are USEC Inc. and United States Enrichment
Corporation (collectively, the petitioners).

1 For several issues requiring detailed discussion of proprietary information, those issues are also

addressed in a Proprietary Supplement to this memorandum.

2 See, Notice of Preliminary Results of Antidumping Duty Administrative Review: Low Enriched Uranium
from France,, 69 FR 3883 (January 27, 2004) (Preliminary Results).




We received case and rebuttal briefs from the respondent and the petitioners. A public hearing was
held on March 17, 2004.

| ssues

Comment 1:  Application of the Mgor Input Rule to Eurodif’s Purchases of Electricity
Comment 22 Generd and Adminigrative (G& A) Expenses
Comment 3:  Financid Expenses

Comment 4:  Congtructed Vaue (CV) Profit

Comment 5:  Goodwill Expenses

Comment 6:  Tails Defluorination and Plant Decommissioning
Comment 7:  Attribution of Subject Merchandise

Comment 8:  Circumstance of Sdle (COS) Adjustment
Comment 9:  Constructed Export Price (CEP) Offset
Comment 10: Indirect Sdlling Expenses

Comment 11: CV Sdling Expenses

Comment 12 Treatment of Countervailing Duties

Discussion of |ssues

Comment 1. Application of the Major | nput Ruleto Eurodif’s Purchases of Electricity

COGEMA/Eurodif argues that the Department improperly disregarded the actual price Eurodif paid for
itsmgor input, eectricity, which was provided by its affiliate, EJF. Instead, the Department used

EdF s average cost of producing eectricity to caculate Eurodif’s cost of production (COP).
COGEMA/Eurodif clamsthat the priceit paid to EdF for eectricity exceeded pricesit paid to
unaffiliated eectricity providers, and exceeded EdF s cost for dectricity provided to Eurodif.
COGEMA/Eurodif therefore clams that the Department should have used the transfer price rather than
the average cost of production to vaue eectricity obtained from its affiliate, Edf.

COGEMA/Eurodif assertsthat the cost of producing e ectricity depends on the quantities, timing and
duration of consumption. COGEMA/Eurodif further claims that because its consumption of eectricity
is negatively correlated with nationd demand and occurs mostly during the off-peek periods, this
decreases EdF s cost to serve Eurodif. In contrast, COGEMA/Eurodif states, EdF s other customers
have volatile consumption patterns which require it to maintain a greater pesk capacity and to build
additiona facilities which are not needed for Eurodif’s predictable and stable demand pattern.
COGEMA/Eurodif maintains that these differences in consumption patterns are taken into account by
the long run margina costs (“LRMC”) mode used by EdF to caculate the cost of dectricity supplied to
customers. According to COGEMA/Eurodif, the LRMC modd iswiddly used by the eectric utility
industry around the world, and is dso the industry standard in the United States. COGEMA/Eurodif
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clams that the Department has recognized in the past that the key to evauating dectricity cogsfor a
particular consumer is consideration of “divergent consumption and generation patterns,” 2 which is how
EdF costsits dectricity usng the LRMC mode. COGEMA/Eurodif states that steady, flat patterns of
consumption over along duration, such as Eurodif’s, are less costly to supply because EdF serves such
demand by basdload nuclear plants, whereas concentrated patterns of consumption over short periods
create peaks in demand and require investment in additiond capacity which is frequently not fully
utilized.

COGEMA/Eurodif clamsthat, contrary to petitioners argument, EdF properly classified certain
production cogsts as fixed costs within the LRMC modd. According to COGEMA/Eurodif, these costs
relate to the availability of the facilities, and thus are incurred irrespective of the duration of their
operations.

COGEMA/Eurodif argues that the Department’ s gpplication of a single weighted-average cost for
eectricity in the preiminary results, on the basisthat it is the Department’ s practice to caculate asingle
weighted-average cost of production for identica products, is ingppropriate and renders meaningless
EdF s responses to the Department’ s questionnaires which specifically requested EdF s cost of
production of dectricity sold to Eurodif. COGEMA/Eurodif contends that, while this practice may
apply in caseswhere dl differences affecting cost are taken into account through product
characteridtics, it is not gpplicable to dectricity in the mgor input rule context, because such differences
are not separately identified here. COGEMA/Eurodif, referring to the Department’ s practice of
cdculating a sngle weighted-average cost for identical products, clamsthat not dl eectricity should be
regarded as “ physcdly identical.” According to COGEMA/Eurodif, eectricity is an intangible product
which can not be stored in inventory and must be provided instantaneoudy on demand and, as such, a
kilowatt hour produced during one period is not interchangeable with a kilowatt hour produced during a
different time period.

In certain cases, COGEMA/Eurodif argues, where an economy is experiencing high inflation or where
there are sharp currency fluctuations, the Department normally cal culates multiple costs of production
for physicaly identicd products* In addition, COGEMA/Eurodif points out that the Department has
recognized that where costs of production vary, it would be inappropriate to caculate asingle

3 See, Final Affirmative Countervailing Duty Determination: Steel Wire Rod from Trinidad and Tobago, 62
FR 55003, 55007 (October 12, 1997) (Steel Wire Rod from Trinidad and Tobago).

4 See Notice of Preliminary Results of Antidumping Duty Administrative Review: Honey from Argentina,
69 FR 621, 624 (January 4, 2004) (Honey from Argentina); see, also, Notice of Final Determination of Sales at L ess
Than Fair Value: Stainless Steel Sheet and Strip in Coils from the Republic of Korea, 64 FR 30664, 30675-76 (June 8,
1999) (Steel Sheet and Strip in Coils from Korea).
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weighted-average cost of production that would not take the cost variationsinto account.®
COGEMA/Eurodif notesthat the law requires the Department to calculate constructed value as an
amount usudly reflected in sales of merchandise under consideration in the market under consideration.
COGEMA/Eurodif clams that the record demondtrates that ectricity provided to Eurodif by
unaffiliated parties was sold for prices below the single weighted-average cost caculated in the
preliminary results and used as the vaue for dectricity. According to COGEMA/Eurodif, this indicates
that the single weighted-average cost is not afair surrogate for the dectricity price charged in the
French market.

COGEMA/Eurodif points out that the Department’ s gpplication of the mgor input ruleis discretionary,
not mandated, and to calculate a single weighted-average cost of production for eectricity when the
record demondtrates that EdF s cost is far lower, is an abuse of discretion. Accordingly,
COGEMA/Eurodif concludes, the Department should ca culate constructed value based upon the fair
market price that Eurodif paid for dectricity, asit did in the investigation.

Findly, COGEMA/Eurodif argues that the Department erred in its preliminary results by adjusting the
price for eectricity provided to Eurodif by another affiliated supplier using the average cost of dectricity
caculated for EdF. Eurodif notes that the other supplier isindependent of EdF, no below-cost
investigation was undertaken by the Department with respect to the other supplier, no information was
collected regarding its cost of producing eectricity, and no verification of the supplier’s cost was
conducted. Accordingly, Eurodif concludes, the Department has no basis to adjust the price of
electricity provided to Eurodif by the other supplier.

The petitioners point out that it is the Department’ s practice to compute a Single weighted-average
COP for dl physicdly identica merchandise, and the Department has no reason not to follow its normal
practice of calculating a Single weighted-average COP in thisreview.® The petitioners note that the
Department has previoudy calculated a weighted-average COP for eectricity in the mgor input
context, and that COGEMA/Eurodif provided no grounds to distinguish this case from any of the prior
cases where the Department used a weighted-average COP for identica merchandise. According to
the petitioners, the record does not support COGEMA/Eurodif’s clam that not al dectricity isfungible.
The petitioners maintain that dl eectricity received by different cusomersisidentical, regardless of

5 See, Notice of Final Determination of Sales at | ess Than Fair Value: Brass Sheet and Strip from the

Netherlands, 53 FR 23431, 23432-33 (June 22, 1988) (Brass Sheet and Strip from the Netherlands); see, also, Notice of
Final Determination of Sales at Less Than Fair Value: DRAMS of One megabit and Above from the Republic of
Korea, 58 FR 15467, 15476 (March 23, 1993) (DRAMS from Korea); see, also, Notice of Final Determination of Sales at

Less Than Fair Vaue: Erasable Programmable Read Only Memories from Japan, 51 FR 39680, 39682 (October 30,
1986) (EPROM S from Japan).

68@ Notice of Final Determination of Sales at L ess Than Fair Value: Open-End Spun Rayon Singles Yarn
From Austria, 62 FR 43701, 43708 (August 15, 1997).




when it was produced.

The petitioners maintain that the instances in which the Department has departed from its norma
practice of cdculaing a angle weighted-average COP, such asin casesinvolving high inflation
economies or currency fluctuations, are not relevant here because France was not experiencing high
inflation during the POR, and in the cases involving currency fluctuations the Department never
caculated a customer-specific COP which captures less than dl of the respondent’ s codts.

The petitioners refute COGEMA/Eurodif’ s claim that the particular phrasing of the Department’s magjor
input questionnaire indructed it to ca culate EJF s customer-specific eectricity cost by noting that
COGEMA/Eurodif has recognized that the Department’ s consstent practice isto calculate asingle
welghted-average cost of dl identical merchandise, and this linguistic argument cannot be taken
serioudy. Caculating a company-wide average COP is commercidly reasonable, the petitioners
maintain, despite Eurodif’ s claim that the characteristics of the eectric utility industry, such asitsinability
to inventory produced dectricity, make it different from any other industry. The petitioners refer to the
cut flower industry where fresh cut flowers dso cannot be inventoried, yet the Department implicitly
recognized that the use of anything other than atota period average COP would be inappropriate.’
Further, the petitioners argue that the use of a single weighted-average production cost in thisreview is
not inconsstent with the Department’ s conclusion in the invegtigation.  In the investigation, the
petitioners note, the Department declined to use the estimated average per-unit cost of eectricity dueto
the limited amount of detail presented in EdF sfinancid satements and the ingbility to quantify
ggnificant infrastructure, transmission, and servicing cost differences. According to the petitioners, in
this review the Department calculated EdF s cost based on EdF s verified cost of generating eectricity,
thereby excluding the infrastructure, transmission, and servicing cost differences that caused it concern
in the invedtigation.

Further, the petitioners assert that accepting COGEMA/Eurodif’s cost ca culation approach and its
arguments that the specific terms of Eurodif’s commercia arrangements with EdF should impact the
Department’s cost caculation, would give respondents in future proceedings a clear roadmap to
atificidly lowering their suppliers COP. The petitioners suggest that affiliated parties could draft
contracts similar to the contract between Eurodif and EdF and argue that these contractua terms have
an effect on the cost of otherwise identicd merchandise. Moreover, the petitioners maintain that the
electricity COP advocated by Eurodif should not be used for the find results because that cost was
based on the LRMC method, which isincongstent with the Act. According to the petitioners, section
773 of the Act defines* cost of production” as afully dlocated cost to produce the product while the
cost presented by COGEMA/Eurodif omits fixed costs of nuclear and cod-fired plants when they are
operating at “margina” capacity. The petitioners suggest that the LRMC methodology used by

! See, Notice of Final Determination of Sales at Less Than Fair Vaue: Certain Fresh Cut Flowers from
Colombia, 52 FR 6842 (March 5, 1987).
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COGEMA/Eurodif does not guarantee full cost recovery, and while companies may andyze their
margina codts for business reasons, these andyses do not necessarily capture dl costs of producing a
product and, as such, can not be accepted.

The petitioners clam that even if the LRMC model were theoreticaly sound, the specific manner in
which EdF has gpplied the model renders it ingppropriate for the Department’ s usein this review.
According to the petitioners, EJF has adopted the most extreme definition of variable cost, where only
fuel cogts are congdered variable, and al other costs are treated as fixed costs. The petitioners
contend that in categorizing codts as fixed and variable, EdF included only afew cogt itemsin its
caculation of the variable costs, which sgnificantly reduced the per-unit eectricity cost reported by
EdF. The petitioners further argue that it is the Department’ s practice to caculate a company-wide
welghted-average, rather than afacility-specific, COP. According to the petitioners, the cost figures
reported by COGEMA/Eurodif fail to capture costsincurred by EdF s hydro production facilities.

The petitioners contend that the Sted Wire Rod from Trinidad and Tobago countervailing duty (CVD)
investigation cited by COGEMA/Eurodif, which related to the Department’ s gpproach to determining
whether a state-owned entity provided an input at less than adequate remuneration under section
771(5)(E)(iv), isirrdevant to the methodology for determining whether amgor input was provided by
an dfiliated supplier at less than its COP under section 773(f)(3) of the Act. Also, the petitioners note
that in Sted Wire Rod from Trinidad and Tobago the Department eva uated the reasonableness of the
utility’ s rate setting and not the utility’s COP.

The petitioners argue that the Department has no reason not to adjust the vaue of eectricity under the
magor input rule, and COGEMA/Eurodif’s claim that EdF s prices to Eurodif may be at market ratesis
irrdlevant to the issue before the Department. The petitioners point out that section 773(f)(3) of the Act
dlows the Department to use the highest of the transfer price, the market price, or the affiliated
supplier’s cost of producing the mgor input, and if the COP of the input is higher than the market price,
the Department can make amgor input adjustment notwithstanding the fact that the price from the
supplier to the respondent is claimed to be afair market price. For these reasons, the petitioners
conclude, the Department should continue to adjust the cost of dectricity Eurodif purchased from
affiliated suppliersin thefind results of this review.

Regarding COGEMA/Eurodif’s argument that the price for eectricity provided to Eurodif by an
affiliated supplier other than EdF should not be adjusted, the petitioners note that due to Smilaritiesin
the overdl operationa structure between EdF and the other affiliated supplier (e.g., both companies
produce eectricity from nuclear reactors), it was reasonable for the Department to use EdF s COP as
asurrogate to adjust the other affiliated supplier’ s dectricity vaue.

Department’ s Position: Section 773(f)(3) of the Act states that in the case of a transaction between
affiliated persons involving the production by one of such persons of amgor input, the administering
authority may determine the vaue of the mgor input on the basis of the information available regarding
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such cogt of production, if such cost is greater than the amount that would be otherwise determined for
such input. In accordance with 19 CFR 351.407(b), in applying the mgor input rule, the Department
will normally determine the vaue of amgor input purchased from an affiliated person based on the
higher of the transfer price between affiliates, the market price for the input, or the affiliate’ s COP for
the purchased input.?

In this case, dectricity isamgor input obtained from an affiliated supplier. While we agree that the
record shows that the amount EdF charged Eurodif for eectricity exceeded the amount Eurodif was
charged by unaffiliated suppliers (i.e., amarket price), our decision can not be based solely on this fact
because the gtatute requires that we aso evauate the affiliated supplier’s cost of producing eectricity
under the mgjor input rule. Our normd practice in determining the average per-unit COP for products
of identica physicd characterigicsisto cdculate asingle, company-wide average cost. This
methodology is reasonable, consistent, and relevant across product sectors. It spreads the total
manufacturing costs incurred during the cost reporting period over the total quantity of identical
products produced during the same period. Contrary to the respondent’s claim, this practice is not
limited to the cdculaion of COP for subject merchandise, but is dso followed in the mgor input
context aswell.® Moreover, in the past the Department has followed its generd practice of calculating
asingle average cost in anumber of cases specificaly involving dectricity asamgjor input.’

We agree with the petitioners that the instances cited by Eurodif in which the Department has departed
from its norma practice of caculating a sngle weighted-average cost are off point. In Honey from
Argentina, Argentina experienced high inflation during the period of review. In high inflation cases, the
Department does not calculate different costs for identical products as dleged by Eurodif. Rather, the
Department ca culates monthly costs and indexes these monthly costs to end-of-year currency valuesin
order to cdculate a single weighted-average cost in a constant currency. In Sted Sheet and Stripin
Coailsfrom Korea, contrary to Eurodif’s clams, we did caculate a sngle weighted-average cost for
each product. Due to the extreme currency fluctuations in Korea during the period of investigation in
that case, we calculated two different averaging periods for price comparison purposes, not the
caculaion of cost. The other cases cited by the respondent are dso not on point. In Brass Sheet and
Strip from the Netherlands, the brass producer’ s cost of nickel and zinc changed drasticaly during the
cost reporting period and the final price of the subject merchandise was tied directly to the London

8 See NTN Bearing Corporation, et a. v. United States, Opinion 03-1041 (Fed. Cir., May 21, 2004).

9 See, Notice of Final Determination of Sales at Less Than Fair Value: Certain Polyester Staple Fiber from
Taiwan, 65 FR 16877 (March 30, 2000) and accompanying |ssues and Decision Memorandum at comment 39.

10 See, Notice of Final Determination of Sales at Less Than Fair Vaue: Pure Magnesium from Israel, 66 FR

49349 (September 27, 2001) and accompanying Issues and Decision Memorandum at comment 7; see, also, Notice of
Final Determination of Sales at Less Than Fair Value: Steel Beams from Luxembourg, 67 FR 35448 (May 20, 2002) and
accompanying Issues and Decision Memorandum at comment 8.
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Metas Exchange price for nickd and zinc on a particular day, which resulted in the Department
cdculaing a monthly weighted-average raw materid cost ingtead of the annud average. In EPROMS
from Japan, the Department matched the sdles prices with the cost of manufacturing occurring three
months prior to the date of sale because the technology used in the production was changing rapidly. In
DRAMS from Korea, the Department did not address the calculation of cost, but instead concluded
that monthly weighted-average prices were more representative of the company’s pricing practices than
period of investigation (POI) averages due to the consistent downward trend in market prices over the
POI. We note that in none of these cases did the Department

ca culate customer-specific cogts for identical products during the cost calculating period, asis being
advocated by Eurodif.

In accordance with section 773(f)(1)(A) of the Act, cogts shall normaly be calculated based on the
records of the producer of the merchandise, provided such records are kept in accordance with home
country GAAP and reasonably reflect the costs associated with the production and sde of the
merchandise. EdF uses the method of cost alocation based on the LRMC model to set the pricesit
charged its various customers. EdF normaly calculates the per unit cost of power generated by
different types of power plants (i.e., nuclear, cod-fired, hydro) and, once thisinformation is available,
EdF can then calculate a price to charge for any customer using that customer’ s electricity consumption
pattern. We have carefully evauated the theories associated with the LRMC modd. According to
EdF, the dectric generating industry requires large fixed capita investment for its producing facilities.
The utility must ensure it has sufficient capacity to meet the energy demands for dl of its customers a
any time of day or year. Thus, it must maintain enough eectricity generating capacity to meet the
highest level of demand at any onetime. Because dectricity cannot be stored or placed in inventory for
use during pesk periods, the utility aso must have sufficient consumption during the non-pesk hoursto
optimize the usage of itsfacilities. The more eectricity its customers consume during non-pesk hours,
the more efficiently the utility can operate. Thus, according to this pricing model, those customers that
require dectricity during peak times contribute the mogt to the utility having to invest additiond capita
to congtruct new facilities. The LRMC modd alocates more costs to these peak use customers which
leads to them being charged higher rates.

While the LRMC moded may be a useful tool for setting prices, we find that EJF s cost of providing
electricity to Eurodif calculated based on the LRMC mode does not represent the actual “cost of
materias and...other processing of any kind employed in producing the foreign like product, during a
period which would ordinarily permit the production of that foreign like product in the ordinary course
of business’ as required by section 773(b)(3) of the Act. Despite COGEMA/Eurodif’s clam that
electricity produced during different periods represents different products which should have different
costs, the Department believesthat dl dectricity produced at any given moment condtitutes the same
physicdly identical product and should have the same per-unit cost. The LRMC mode used by EdF
caculates different cogts for eectricity consumed by different customers during the same time period.
Thisis because the LRMC modd calculates costs based on each customer’ s contribution to the
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company’s long-term efficiency, ignoring the actua current costs incurred to produce eectricity a the
time of consumption. For example, during peak hours dl of EdF s plants (i.e., nuclear, cod-fired,
hydro) operate a near full capacity to satisfy the peak demand. Accordingly, eectricity produced
during the peak hours should bear the total cost of al generating plants. Nevertheless, according to the
LRMC modéd, not al of the power plants costs are alocated to dectricity supplied to Eurodif during
the peak hours* Moreover, according to EdF s gpplication of the LRMC mode, the total costs of
hydro plants and the fixed costs of the coa-fired plants (i.e,, dl costs except for fudl) are never
dlocated to Eurodif, even though eectricity supplied to Eurodif isin part produced by these plants
(., Eurodif consumes ectricity during peak hours when hydro and cod-fired plants are engaged in
production).

Accordingly, we find that the cost calculated by EdF using the LRMC modd does not reasonably
reflect cogts associated with the production of dectricity for the following reasons. Firg, it falsto
capture cogts for al of EdF s production facilities, resulting in afacility-specific cost of eectricity rather
than a company-wide production cost as required according to the Department’ s long-standing
practice™ Secondly, as shown above, EdF s gpplication of the LRMC mode captures only selected
cods a sdected facilities. Finaly, this modd calculates a customer-specific cost for the same
physicaly identicd product - dectricity. Thus, dthough the LRMC modd is an dternative dlocation
methodology, which may be appropriate for pricing decisions, it does not present a sound or credible
basis for departing from our consstently applied and widdly accepted average cost method.

We agree with the petitioners that the Stedl Wire Rod from Trinided and Tobago CVD investigation
cited by Eurodif in support of its position is not gpplicable here. In Sted Wire Rod from Trinidad and
Tobago the Department faced the issue of whether the respondent received eectricity from a state-
owned utility at less than adequate remuneration under section 771(5)(E) of the Act, while the issuein
this case is whether amgor input was provided by an affiliated supplier at less than the supplier’s COP
under section 773(f)(3) of the Act. COGEMA/Eurodif provided no support for its contention that
principles gpplicablein CVD proceedings should be relevant in this antidumping proceeding. We dso
note that in Steel Wire Rod from Trinided and Tobago the Department andyzed the utility’ s rates which
were based on acost of service study, and did not evauate the utility’s COP. While the cost study
may serve alegitimate business purpose in setting electricity rates for different customers, it does not
reflect the per-unit average actud cogts incurred by the utility in producing eectricity. Accordingly, for
the find results we have continued to use a single weighted-average cost of dectricity produced by EdF

u See Memorandum from Ernest Z. Gziryan, Senior Accountant, to Neal M. Halper, Director, Office of

Accounting, Re: Verification Report on the Cost of Production Data Submitted by EdF, dated January 20, 2004. (EdF
Verification Report) at 8.

= See, Notice of Final Results of Antidumping Duty Administrative Review: Certain Steel Concerete

Reinforcing Bars from Turkey, 66FR 56274 (November 7, 2001) and accompanying | ssues and Decision Memorandum
at comment 14.
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to adjust the value of eectricity provided by EdF to Eurodif under the mgor input rule.

Contrary to COGEMA/Eurodif’s claim, our decison is not inconsistent with the Department’s
concluson in theinvestigation. In the investigation, the Department had limited information and was
unable to make certain adjustments for factors that directly affect the cost of eectricity produced by
EdF. However, for the find resultsin this review we caculated EdF s cost of producing ectricity
based on EdF s verified detailed COP data, thus avoiding the significant uncertainties encountered in
the investigation.

With regard to the price for eectricity provided to Eurodif by the affiliated supplier other than EdF, we
agree with the respondent. The other affiliated supplier is a separate dectricity producing company
which was not a part of the Department’ s investigation under the mgor input rule, and thereis no
information on the record about the company’s cost structure. Thus, for the fina results, we made no
adjusment to the value of dectricity provided to Eurodif by the other affiliated supplier.

Asto the parties arguments regarding EdF s classfication of costs asfixed or variable within the
LRMC modd, we agree with the petitioners that EJF was extreme in its classification of costsasa
fixed versus variable; however, the issue is moot because we have determined it ingppropriate to rely
on the LRMC mode for determining EdF s cost of producing dectricity for the fina results.

Comment 2. General and Administrative Expenses (G& A)

COGEMA/Eurodif clams that while the reported G& A expense ratio was caculated using Eurodif's
cost of sdes, which does not include the Public Service Electricity Generation Fund tax (“ FSPPE
levy”), the ratio was gpplied to the cost of manufacturing, which includesthe FSPPE levy. This,
according to COGEMA/Eurodif, inflates the amount of G& A expense, and for the find resultsthe
Department should apply the reported G& A ratio to a cost of manufacturing that excludes the FSPPE
levy. COGEMA/Eurodif further argues that the FSPPE levy should not be included in the constructed
va ue cdculation, because the FSPPE levy is not goplicable to Eurodif, the issue is currently under
chdlenge in the French courts, and Eurodif expects that it will never pay the FSPPE levy.

The petitioners argue that because Eurodif accrued the FSPPE levy in its audited financid statements,
this expense should be included in Eurodif’s COP.

Department’s Position: We agree with the petitioners that the FSPPE levy should be included in
Eurodif’s cost because it is a current period expense which was incurred by Eurodif and accrued on the
company’s books. We note that the FSPPE levy was reflected in the company’ s audited financia
statements prepared in accordance with French GAAP. Section 773(f)(1)(A) of the Act states that
costs should be caculated based on the records of the producer of the merchandise if such records are
kept in accordance with the generdly accepted accounting principles of the exporting country and
reasonably reflect the costs. Accordingly, we have continued to include the FSPPE levy in Eurodif’s
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cods for the find results.

We agree with COGEMA/Eurodif that the cost of sdles used as the denominator for the G& A ratio
cdculation should be on the same basis as the cost of manufacturing to which theratio is applied.
Accordingly, for the find results we applied the reported G& A retio to a cost of manufacturing that
excludes the FSPPE levy.

Comment 3: Financial Expenses

COGEMA/Eurodif argues that while the reported interest expense ratio was caculated using the actua
amounts recorded in COGEMA’ s parent company’s, AREVA'’ s, consolidated income statement,
which does not include the imputed cost of dectricity, the ratio was applied to the cost of manufacturing
including an additional amount for imputed eectricity cost. According to the respondent, this inflates
the amount of financia expense included in congtructed value (CV), and should be corrected in the find
results.

The petitioners maintain that if the Department accepts Eurodif’ s argument regarding the trestment of
the imputed cost of eectricity, it should then add the same amount to AREV A’ s front end division cost
of sdesin caculaing aCV profit rate.

Department’ s Position: We agree with COGEMA/Eurodif, and for the fina results we gpplied the
interest expense ratio calculated based on AREV A’ s consolidated income statement to the cost of
manufacturing exclusve of the imputed eectricity amounts. See Comment 4 below for our position
with regard to petitioners argument on CV profit caculation.

Comment 4: Constructed Value (CV) Prdfit

The petitioners argue that for the fina results the Department should reject Eurodif’ s third country profit
rate for the same reason it rgjected Eurodif’ s home market profit rate, i.e., because the sdesfigure
reflected on Eurodif’ s financia statements for third country sales represents only sdes to ffiliated
parties. The petitioners further argue that the Department should use AREV A’ sfinancia statements as
the basisfor CV profit, because COGEMA/Eurodif itsdf identified AREVA as an appropriate source
for profit information, and it is congstent with the Department’ s gpproach in the investigation.

Specificdly, the petitioners suggest that the Department use the profit of AREVA’sfront end divison
because its activities are more smilar to COGEMA/Eurodif’ s business operations, and, according to
AREVA'’sannud report, a substantial percentage of its front end activities were associated with sdes
outside the United States. The petitioners maintain that the record shows that AREVA’ s front end
divison'sreaultslargdly reflect those of COGEMA and Eurodif. Also, according to petitioners,
AREVA'’s 2002 financid statements cover the same period as Eurodif’s 2002 financid statements. For
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these reasons, petitioners conclude, the use of a profit rate based on AREVA’sfront end divisonisthe
most gppropriate choice for the Department for the find results of this review.

If the Department neverthel ess decides to use Eurodif’ s third country profit rate, the petitioners suggest
that the Department must correct the interest expense figure reported by Eurodif in caculating the profit
rate. In particular, the petitioners ask the Department to use AREVA'’s consolidated interest expense
rate as the basis for financia expenses used in the profit rate

caculation, because the COP to which this profit rate would be applied reflects AREVA' s interest
expense.

Findly, the petitioners Sate that if the Department accepts COGEMA/Eurodif’ s argument regarding the
trestment of the imputed dectricity cost for the CV profit caculation (see COGEMA/Eurodif’s
argument above), the Department should add this amount to the cost of sdles denominator used to
cdculate a CV profit ratio rather than adjusting the COP figure by removing the imputed e ectricity
amounts as suggested by COGEMA/Eurodif.

COGEMA/Eurodif statesthat the Department properly based CV profit on Eurodif’ s third-country
sdes. The petitioners assertion that the sales figure reflected on Eurodif’ s financid statements for third
country saes represents only sdesto affiliated parties and, thus, cannot be used for the CV profit
cdculation, COGEMA/Eurodif maintains, iswrong. According to COGEMA/Eurodif, even though
export salesto non-US customers were made through its affiliste COGEMA SAA., the foreign utilities,
not COGEMA S.A., are the ultimate customers, and these sales represent arm’ s-length transactions.

COGEMA/Eurodif responds to the petitioners argument that AREVA’s front end division should be
used to calculate CV profit by noting that AREVA’s front end divison encompasses dl operations
conducted prior to nuclear power generation, from uranium mining to nuclear fud fabrication, and thus,
is less representative than the use of actua sdes by Eurodif of enrichment servicesin am’ s-length
transactions.

COGEMA/Eurodif refutes the petitioners argument that the Department must use AREVA's
consolidated interest expense rate as the basis for financid expenses used in the profit rate calculation.
It states that the profit realized on salesin third country marketsis an actua figure based upon the actud
expenses incurred by Eurodif, and replacing some expenses while keegping other expenses would result
in an atificid profit rate with no resemblance to redlity.

Finaly, COGEMA/Eurodif notes that the Department applied the CV profit ratio caculated using
actud amounts reported on Eurodif’ s financia statements which do not include the imputed amount for
electridity, to the cost of manufacturing which included the imputed cost of dectricity, thusinflating the
cdculated CV. Eurodif argues that the Department should correct this inconsistency by applying the
profit ratio to acost of manufacturing that excludes the imputed e ectricity amount.
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Department’s Position: For the preliminary results, we used Eurodif’ s profit on salesto third countries
asthe bassfor CV profit. However, we erred in calculating that profit by not taking into account the
adjustments we made to Eurodif’s COP. When these adjustments are made, there is no profit on
Eurodif’s sdlesto third countries. A positive amount for profit must be included in the CV cdculatior =
Therefore, we are not able to base Eurodif’ s profit on salesto third countries. We sought to find a
reasonable method under section 773(e)(2)(B)(iii) of the Act to derive anormal profit rate. Based on
our review of the record, we find that it is gppropriate to use the profit rate based on AREVA’ s front
end divison. We agree with the petitioners that AREVA’ s front end divison's activities are Smilar to
Eurodif’s business operations, and that, according to AREVA’s annud report, a substantia percentage
of itsfront end activities were associated with sales outsde the United States. These smilaritieslead us
to conclude that thisis a reasonable method for caculating Eurodif’s profit.

For reasons explained in our preliminary results, we are o precluded from basing CV profit on home
market sdles. Lacking other dternatives, we used aCV profit rate based on AREVA’sfront end
divison adjusted as discussed below in comment 5.

We agree with COGEMA/Eurodif that the CV profit ratio should be applied on a consstent basis, and
for thefina results we gpplied the calculated CV profit ratio to the COP exclusive of our adjusments,
which were not reflected in AREVA’sfinancid Satements.

Comment 5: Goodwill Expenses

The petitioners argue that the Department must ensure that the amortized goodwill expenses recorded
in AREVA'’sfinancid satements are treated consstently for purposes of the CV profit rate calculation
and for purposes of caculating COP. Firt, the petitioners note that in calculating the profit rate for
AREVA'’sfront end divison, COGEMA/Eurodif subtracted 165 million Euros (which represented the
amount of goodwill attributed to the front end divison) from the profit earned by the front end divison,
but then, ingtead of adding the same figure to the front end division profit dlocation base,
COGEMA/Eurodif incorrectly added 435 million Euros of the amortized goodwill expenses. The
petitioners clam that if the Department decides to use the profit rate of AREVA’s front end divison for
the find results, this error should be corrected. Secondly, the petitioners maintain that, regardless of
which profit rate the Department decides to use for the find results, it should attribute to Eurodif’s COP
aportion of the goodwill expenses that Eurodif has dlocated to the AREVA’s front end divison in its
profit caculation.

COGEMA/Eurodif argues that there is no basis for the Department to include any portion of AREVA’s
goodwill expensesin the caculation of COGEMA/Eurodif’s COP, because the goodwill amortization
expense relates primarily to AREVA’ s acquisition of acompany that produces connectors and is not

13SieggL Silicomanganese from Brazil, Final Results of Antidumping Administrative Review, 62 FF 37877,
(July 15, 1997).
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related COGEMA/Eurodif’ s activity.

Department’ s Position: We agree with COGEMA/Eurodif that none of the goodwill amortization
expenses should be included in COGEMA/Eurodif’s COP. At verification, we reviewed the goodwill
amortization expense and noted that it relates primarily to AREVA’s connectors divison, and not to
COGEMA/Eurodif's activities™* Accordingly, we did not include a portion of the goodwill
amortization expense in the caculation of COGEMA/Eurodif’s COP for the find results.

We agree with the petitioners that the same amount of goodwill amortization which was attributed to the
front end divison should be added to the front end divison profit alocation base. For the find results,
we adjusted COGEMA/Eurodif’s calculation of AREVA’s front end divison profit accordingly.

Comment 6: Tails Defluorination and Plant Decommissioning

Comment 6A: Reservefor Tails Defluorination

The petitioners claim that Eurodif incorrectly caculated the reserve for tails defluorination based on the
change in the reserve during the POR. According to petitioners, the defluorination reserve should be
based on the amount of tails generated from LEU production, valued at the cost of disposd of tails,
which is congstent with the Department’ s decision in the investigation.

COGEMA/Eurodif argues that the Department properly accounted for Eurodif’ stails disposal costsin
the preiminary results. COGEMA/Eurodif maintains that it reported the tails disposal costs as

recorded in Eurodif’ s books in accordance with section 773(f)(1)(A) of the Act, which States that costs
should be calculated based on the records of the producer if such records are kept in accordance with
the generaly accepted accounting principles of the exporting country and reasonably reflect the costs.
COGEMA/Eurodif notes that Eurodif disposed of more tails than it generated during the POR, that it
reported al the disposal costs as recorded in its books, and that the petitioners provided no reason why
the Department should deviate from this recorded expense.

COGEMA/Eurodif further argues that even if the petitioners methodology were to be applied, the
caculation of the tails disposal cost proposed by the petitioners is inaccurate because it employs only
the higher-cost disposa method. COGEMA/Eurodif suggeststhat if the Department were to accept
the petitioners methodology, it should use the per-unit tails disposa cost caculated by
COGEMA/Eurodif using the total cost of disposal divided by the tota quantity of tails disposed of by
al the disposa means, which was presented by COGEMA/Eurodif in the proprietary Attachment 1 to
itsrebutta brief.

14S_ee Cost Verification Report at 28.
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Department’ s Position: We agree with the petitioners. In accordance with section 773(f)(1)(A) of the
Act, costs shdl normally be calculated based on the records of the producer of the merchandise,
provided such records are kept in accordance with home country GAAP and reasonably reflect the
costs associated with the production and sde of the merchandise. We note that in its norma books and
records, Eurodif adjusts the current period defluorination expense by the changes in the defluorination
reserve due to the changesin tails inventory generated in prior periods. We find that this adjustment
distorts the current period costs, asit does not alow for proper matching of current period expenses
with current production and revenues. Accordingly, for the find results, we cdculated the tails
defluorination reserve by multiplying the quantity of tails generated during the POR by the per-unit cost
of defluorination as recorded in the company’ s books.

Regarding the calculation of the per-unit cost of defluorination, we disagree with the cdculation
prepared by COGEMA/Eurodif. Because we know, from record information, what Eurodif paid to
have the tails defluorinated, we have used this actud cost rather than Eurodif’ s cdculation, which takes
into account other factors that are extraneous to the actua cost of defluorination.

Comment 6B: Decommissioning reserve

The petitioners argue that the Department should increase Eurodif’ s reported decommissioning reserve
to account for the eventud disposd of dl depleted uranium (tails) on hand at the time of plant
decommissioning. The petitioners note that COGEM A/Eurodif has consistently excluded the cost of
defluorinating a certain quantity of depleted uranium (tails), which Eurodif is dlowed by law to keep on
dgtea any time and of which it has no legd obligation to dispose. Because these tails resulted from the
production of the subject merchandise, the petitioners contend that a cost for ther ultimate
defluorination must be included in the COP.

COGEMA/Eurodif arguesthat in the reported decommissioning reserve it has dready recognized a
defluorination expense for dl materid and tailsit is expected to have on hand at the time of
decommissioning. According to Eurodif’ s estimates, there will be no tailsleft in storage at the time of
plant decommissioning, because the company disposes of more tails annudly than it generates. Eurodif
edimates that a the time of decommissoning it will have on site only the quantity of tails approximetely
equal to the quantity generated during the year. COGEMA/Eurodif notes that the reserve for
defluorination of the quantity of tails remaining a the time of decommissioning has aready been included
in Eurodif’ s decommissioning reserve caculation, and any additiond defluorination expense, as
proposed by the petitioners, would result in double-counting of expenses.

Department’ s Position: We agree with COGEMA/Eurodif. Aswe have determined thet the tails
disposal costs are best measured based on the quantity of tails generated during the period, there
should be no excesstailsin inventory a the time of plant decommissioning, for which a cost has not
been recognized. The excesstailsin inventory only arise because of the method used to account for
talls disposa cogtsin Eurodif’s norma books and records, which we rgjected (see comment 6A
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above). Accordingly, we disagree with the petitioners that COGEM A/Eurodif’ s reported costs should
be increased for defluorination costs associated with the tailsin question, and for the fina resultswe
made no adjustment to the reported decommissioning reserve.

Comment 7: Attribution of Subject M erchandise

The petitioners argue that COGEMA/Eurodif’ s methodology for reporting its commingled subject
merchandise is inherently flawed and should not be accepted by the Department. According to the
petitioners, COGEMA/Eurodif’ s accounting-based methodology, which was belatedly explained for

the firg time at verificaion, fals to meet the drict requirements imposed by the Department in prior
cases, to link non-subject entries and deliveriesin areview.™ Furthermore, the petitioners maintain, the
Department discovered at verification that COGEMA/Eurodif had made numerous errorsin applying its
methodology to the specific entries and ddliveriesin thisreview. Therefore, the petitioners believe that
COGEMA/Eurodif’sfailure to report and apply a reasonable methodology for demonstrably linking
entries of non-subject merchandise with subsequent deliveries judtifies the use of “facts avaladle”

Fird, the petitioners point out that the Department made numerous attempts to get COGEMA/Eurodif
to darify its reporting methodology.'® However, the petitioners maintain that, despite having numerous
opportunities to clarify its dlocation methodology, at verification, COGEMA/Eurodif provided anew
explanation, which conflicted with its statements aready on the record. According to the petitioners, by
providing this explanation only at verification, COGEMA/Eurodif effectively prevented both the
petitioners and the Department from andyzing its methodology for reasonableness and accuracy.

Second, the petitioners contend that the allocation methodology presented by COGEMA/Eurodif at
verification provides an ingppropriate basis on which to exclude ddiveries of LEU during the POR.
According to the petitioners, the accounting-based dlocation methodology, which alocates deliveries
for which there was no directly corresponding entry of LEU between subject and non-subject
merchandise, could be easly manipulated by making minor revisonsto delivery schedules. The
petitioners maintain that thiswould dlow COGEMA/Eurodif to artificidly lower its dumping ligbility by
steering subject sdles of LEU to deliveries under higher-priced contracts. In addition, the petitioners
argue that the Department has essentidly developed a presumption that a ddlivery of the merchandise
under review is deemed subject to the proceeding unless the respondent can affirmatively link it to a

15 See eq. Notice of Final Results of Antidumping Duty Administrative Review of Stainless Steel Sheet

and Strip from Taiwan, 67 FR 6682 (February 13, 2002) and accompanying |ssues and Decision Memorandum at
Comment 30.

16 Seg, Petitioners' case brief at 5-7.
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non-subject entry.” The petitioners contend that the accounting-based methodology cannot meet this
requirement, because it was used by COGEMA/Eurodif precisaly when entries of non-subject
merchandise could not be tied to deliveries.

Findly, citing the verification report,'® the petitioners maintain that COGEMA/Eurodif’ s methodology
was gpplied in away that was riddled with errors, which should undermine any confidence that
COGEMA/Eurodif has accurately identified entries of non-subject merchandise with subsequent
deliveries. Because the Department cannot be sure of which deliveries were made with subject
merchandise, the petitioners contend that, as facts available, the Department should caculate the
dumping duties owed based on dl of COGEMA/Eurodif’ s deliveries made during the POR. To the
extent that this resultsin higher dumping liabilities for COGEMA/Eurodif, and thus could be perceived
as adverse, the petitioners maintain that an adverse inference is warranted because COGEMA/Eurodif
was in possession of the requested information throughout the proceeding, and by not providing itin a
timely fashion, failed to act to the best of its ability to comply with arequest for information. To further
jusdtify the use of an adverse inference, the petitioners maintain that because the methodology itself was
inappropriate and erroneoudy applied, the Department should conclude that it was unable to verify that
deliveries which COGEMA/Eurodif claimed to be non-subject were, in fact, associated with non-
subject entries.

COGEMA/Eurodif points out that thisis an entry-based review and, therefore, its reponsibility wasto
report dl deliveries of LEU made from LEU entered during the POR. COGEMA/Eurodif maintains
that the fact it did so was verified by the Department, which “reviewed the entry summary of each entry
during the POR."*® First, COGEMA/Eurodif notes that, although its description of the dlocation
process was refined as the case proceeded, that actud dlocation did not change in any meaningful
respect from the initial submisson of COGEMA/Eurodif’s U.S. sdesfile on June 4, 2003. Further, in
response to the second supplemental, COGEMA/Eurodif provided atracing table which tracked the
“in” and “out” transactionsfor dl ddliveries. Therefore, COGEMA/Eurodif beievesthat it cooperated
fully with dl of the Department’ s requests for informetion.

COGEMA/Eurodif gates that an overwhelming mgority of its entries were definitively linked to a
delivery of LEU. Therefore, only alimited number of entriesare a issue. With regard to the
petitioners clam that the tracing table was shown a verification to contain errors, COGEMA/Eurodif

17 Seeeg Stainless Stedl Plate in Coils From Taiwan: Final Results and Rescission in Part of Antidumping
Duty Administrative Review, 67 FR 40914, (June 14, 2002) and accompanying |ssues and Decision Memorandum at
Comment 2.

18 See, Memorandum from Vicki Schepker and Carol Henninger, International Trade Compliance Analysts,

to Gary Taverman, Director, Office 5, Re: Verification of the Sales Response of Eurodif S.A., Compagnie Générale Des
Matiéres Nucléaires, S.A. ,and COGEMA, Inc., dated December 31, 2003, (Sales Verification Report) at 43-64.

4. at 24.
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points out that nine of the eeven dleged errors mentioned by the petitioners involve transactions solely
respecting non-subject LEU. Of the remaining two aleged errors, COGEMA/Eurodif is contesting
one. See the Proprietary Supplement to the Issues and Decison Memorandum at Comment 7.

COGEMA/Eurodif argues that the cases cited by the petitioners in support of their argument that non-
subject entries must be definitively linked to sdes, dl involve cases where the respondent sought to
exclude a particular sde from a sdes-based adminidtrative review. COGEMA/Eurodif notesthat in
Furfuryl Aloohol from South Africa,?® which was an entry-based review involving a“unitary” product
that was routindly treated as fungible and mixed together in inventory, the Department accepted an
alocation methodology to determine which sales were made from non-subject merchandise in inventory
prior to the suspension of liquidation.

Findly, with regard to the petitioners comment that the alocation methodology would alow
COGEMA/Eurodif to reduce its dumping margin by making adjustments to delivery schedules,
COGEMA/Eurodif maintains that no evidence exigts that it has done so, and speculation that it could do
S0 is not sufficient cause for reliance on facts available. Further, COGEMA/Eurodif argues that the
petitioners suggestion that, as facts available, the Department calculate the dumping margin on all
entries, some of which are non-subject, would be contrary to section 351.212(b)(1) of the

Department’ s regulations, which states that the Department isto “ ca culate the assessment rate by
dividing the dumping margin found on subject merchandise examined by the entered value of such
merchandise.”

Department’ s Position: We agree with COGEMA/Eurodif and accept its alocation methodology in
thisreview. At verification, we reviewed how each entry of the subject and non-subject merchandise
was tied to the ddlivery to the customer.?* Asnoted in our preliminary results, some entries could be
definitively linked to a particular ddlivery to aU.S. customer. For others, COGEMA/Eurodif used a
hierarchy to dlocate LEU in inventory at the fabricator to deliveries, beginning with Eurodif-produced
LEU entered during the POR.??> With one exception, we found that COGEMA/Eurodif followed this
methodology for each entry. See the Proprietary Supplement to the Issues and Decison Memorandum
at Comment 7 and the Find Results Cdculation Memorandum at 3.

With regard to the petitioners argument that this alocation methodology would alow
COGEMA/Eurodif to manipulate its dumping liability by steering subject sdes to ddiveries under

20 See Notice of Final Results of Antidumping Duty Administrative Review: Furfuryl Alcohol From the
Republic of South Africa, 62 FR 61084, 61089, (November 14, 1997).

2 See Sales Verification Report at 42-60.

22 Seethe Proprietary Supplement to the I ssues and Decision Memorandum for further discussion.
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higher-priced contracts, we found no price digtortion resulting from COGEMA/Eurodif’ s attribution
methodology in the current review. However, we note that our acceptance of COGEMA/Eurodif’s
alocation methodology in the current review does not indicate that the Department will accept this
methodology in future reviews, should COGEMA/Eurodif gppear to be manipulating its delivery
schedule to achieve alower margin. We will carefully review COGEMA/Eurodif’s attribution
methodology and reporting of subject merchandise in dl future reviews.

Comment 8: Circumstance of Sale (COS) Adjustment

COGEMA/Eurodif argues that the Department incorrectly made a COS adjustment in the preliminary
results. Due to the proprietary nature of this information, please see the Proprietary Supplement to the
Issues and Decison Memorandum for further discussion.

Department’ s Position: We have determined that the adjustment in question is more appropriately
treated as a production cost, and have treated it as such in the fina results. In addition, we have
corrected an error in our caculation methodology. See the Proprietary Supplement to the Issues and
Decison Memorandum at Comment 8 and Find Results Caculation Memorandum at 2-3 for further
details.

Comment 9: Constructed Export Price (CEP) Offset

COGEMA/Eurodif asserts that the Department erroneoudy denied a CEP offset in connection with
U.S. sdesinits prdiminary results and that the record and the Department’ s verification report
demondirate that a CEP offset is warranted in this review. COGEMA/Eurodif cites the Statute at
section 773(a)(7), which sets forth the criteria to be examined in the leve of trade andyss and the
circumstances under which a CEP offset is granted. In addition, COGEMA/Eurodif citesto the
Department’ s decisons in severd cases to demongtrate the appropriateness of granting a CEP offset in
gtuations where a U.S. entity contracts with and servicesits U.S. customers, effectively rdieving the
foreign producer of such responghbilitiesin the U.S. market, and where the U.S. entity undertakes
certain sdling functions that the producer undertakes in the home market and which the producer would
otherwise need to undertake in the U.S. market, including when normal valueis based on CV.%
COGEMA/Eurodif aso states that it is the Department’ s practice to grant a CEP offset to account for
differing levels of sdling activitieswhere a U.S. entity undertakes sdlling functions that the producer
undertakes in the home market and would otherwise need to undertake in the U.S. market.

%3 See COGEMA/Eurodif's Case Brief at 33-34. See also, Gray Portland Cement and Clinker from Mexico, 64
FR 13148 (Mar. 17, 1999), Stainless Steel Sheet and Strip in Coils from Mexico, 64 FR 30790 (June 8, 1999), Hot-Rolled
Flat-Rolled Carbon-Quality Steel Products from Japan, 64 FR 24329 (May 6, 1999), Dynamic Random Access Memory
Semiconductors of One Megabit or Above from the Republic of Korea, 63 FR 50867 (Sept. 23, 1998), NSK Ltd. v.
United States, 170 F. Supp. 2d 1280 (CIT 2001), and Qil Country Tubular Goods from Korea, 66 FR 46999 (Sept. 10,
2001).
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According to COGEMA/Eurodif, both Eurodif and COGEMA bear a greater responsibility for home
market sdes and conduct more sdlling activities in the home market and in third country markets than
they do for CEP sdes. COGEMA/Eurodif arguesthat Eurodif directly handles dl sdlling activity with
its home market customer, EdF, whereasin the U.S. market, its reponsbility for sdesis limited to
consultation regarding production cgpacity through its involvement in production planning, compliance
with foreign regulations and quality assurance. Thus, the mgjority of sdling functions for CEP sdlesis
undertaken by COGEMA, Inc., not Eurodif or COGEMA. COGEMA/Eurodif aso notes that every
U.S. POR contract was entered into between COGEMA, Inc. and the utility, while every foreign
contract was entered into by Eurodif or COGEMA.

In addition, COGEMA/Eurodif cites portions of the verification report regarding the following sdlling
functions: grategic planning and marketing, market research, visiting customers/potential customers,
negotiating contracts, receiving and booking orders/order processing, collecting payments/invoice
follow-up, and customer follow-up.** For each of these sdlling functions, COGEMA/Eurodif argues
that the Department’ s verification report confirms that COGEMA,, Inc.’sleve of involvement in the
sling activitiesfor U.S. sdesis“high.” COGEMA/Eurodif asserts that the record clearly establishes
that COGEMA, Inc. undertakes dl critical selling functionsin the U.S. market that Eurodif undertakes
in the home market, and which it would otherwise have to assume in the U.S. market. In addition,
COGEMA/Eurodif notes that in the preliminary results, the Department stated that the levels of activity
in both markets are amilar as“dl of the sdesin the home market are to one customer under along-
term contract.”® COGEMA/Eurodif argues that the number of customersin the two marketsis
irrelevant to the Department’ s analys's, but rather what matters is whether the kinds of sales activitiesin
the markets differ. Thus, COGEMA/Eurodif argues that Eurodif’s home market customer, EdF,
purchases far more enrichment services than any U.S. customer and requires much more intensive
involvement by Eurodif than any U.S. customer. Therefore, Eurodif’s home market sales are at amore
advanced leve of trade. COGEMA/Eurodif notes that this is the conclusion reached by the
Department in the investigation and that there has been no change in the facts or law since thet time.
Thus, COGEMA/Eurodif argues that the Department’ s preliminary decision not to grant a CEP offset in
thisreview is contrary to the facts on the record.

The petitioners argue that the Department properly declined to grant a CEP offset asthe lack of any
difference in sdling functions between Eurodif’s home market and U.S. sales proves that a CEP offset
isunwarranted. The petitioners Sate that according to the statute and regulations, a CEP offset is
granted in cases where it is determined that the home market sales are made at a more advanced leve
of trade than U.S. sdles and where a leve-of-trade adjustment cannot be calculated. Furthermore, the
petitioners argue that according to the regulations, the Department will examine differencesin seling
functionsin its offset determination, but that such differences are not done sufficient to establish a

24 See Respondents’ Case Brief at 36-37 and Sales Verification Report at 15-19.

25 See Respondents' Case Brief at 38-39.
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differenceinthe levd of trade. The petitioners agree with the Department’ s preliminary results, in which
the Department concluded thet al thirteen sdlling activities were performed in both markets, and only
two had minor differencesin the levels of sdling activity. The petitioners argue that the Department
correctly concluded that these minor differences were insufficient to establish adifference in the leve of
trade between the home and U.S. markets.

Asto COGEMA/Eurodif's argument regarding the Department’ s prior decison in the investigation, the
petitioners assert that the level of sdlling activities did change following the investigation and that the
Department found differences between the levels reported and Eurodif’s actud levels of sdlling activities
a verification. The petitioners dso sate that COGEMA/Eurodif’ s reliance on previous determinations
in support of its argument is misplaced as the facts in those cases differ from thosein thisreview.
Specificaly, the petitioners note that in most of those cases, the respondent performed the selling
functionsin the home market, not in the United States; whereasin this case, COGEMA/Eurodif
performed the selling functionsin both markets. In response to COGEMA/Eurodif’ s arguments based
upon statements in the verification report, the petitioners argue that the respondent focuses on the
comparison between Eurodif’ s salling functions in the home market and COGEMA Inc.’sfunctionsin
the U.S. market rather than on a comparison of Eurodif’s functionsin the home and U.S. markets. The
petitioners cite the verification report arguing that the Department’ s findings clearly show that Eurodif’s
home market sdes are not a a more advanced level of trade.® Findly, the petitioners rebut
COGEMA/Eurodif’s argument that the number of customersin the two marketsisirrdevant by stating
that for the sdling functions for vigting customerg/potential customers and negotiating contracts, the
Department correctly assessed the number of customersin each market in order to assess the level of
activity in eech market. Also, with regard to COGEMA/Eurodif’ s argument regarding the kinds of
sdes activities undertaken in the two markets, the petitioners note that the Department verified and
determined that Eurodif performs al thirteen activitiesin both markets. Therefore, for dl of the above
reasons, the petitioners argue that Eurodif’s home market sales are not at a more advanced level of
trade and that a CEP offset is not warranted.

Department’ s Position: We agree with the petitioners and continue to find that a CEP offset
adjustment is not warranted in thisreview. As noted in the Prdiminary Results, of the thirteen reported
sling functions, we found minor differencesin the levels of two sdlling functions for Eurodif’s slesin
the home market and salesto its U.S. dffiliate, COGEMA, Inc. COGEMA/Eurodif had reported
different levels of sdling activities in the following categories

sdes forecadting, vidting customers/potentia customers, negatiating contracts, receiving and booking
orders/order processing, collecting payments/invoice follow-up, and customer follow-up. At
verification, we found that Eurodif performs the same leve of sdling activity for receiving and booking
orders/order processing and collecting payments/invoice follow-up for both home market and CEP

25ee Petitioners’ Rebuttal Brief at 56-59.
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sdes. For the sdling functions of vidting customers/potential customers and negotiating contracts, we
found that Eurodif performed these functions to asmilar degree for both home market and CEP sales,
asal of Eurodif's home market sales are to one customer under along-term contract.?” Therefore,
because we found only minor differences between Eurodif’ s selling activities in the home market and to
itsU.S. affiliate, we do not find that its home market sdes are & a more advanced leve of trade.
Accordingly, we are not granting a CEP offst.

Comment 10: Indirect Saling Expenses

The petitioners argue that the Department should adjust COGEMA/Eurodif’ sindirect selling expenses
inthefind results. The petitioners state that during the POR, COGEMA/Eurodif incurred subgtantial
expenses associated with the sale of subject merchandise that were not included in its reported indirect
saling expenses. According to the petitioners, because these expenses are linked to the sdle of subject
merchandise, they should be recognized in the Department’ sfind results.  In addition, the petitioners
argue that a certain revenue item should not be treated as an offset to indirect selling expenses. Dueto
the proprietary nature of this information, see the Proprietary Supplement to the Issues and Decison
Memorandum for further discussion.

COGEMA/Eurodif arguesin itsrebutta brief that the Department properly did not include certain
expensesin indirect selling expenses. In addition, COGEMA/Eurodif rebuts the petitioners claim that
a certain revenue item should not be treated as an offset to indirect selling expenses. See the
Proprietary Supplement to the Issues and Decison Memorandum for further discussion.

COGEMA/Eurodif argues that the Department made an error in caculating the indirect saling expense
ratio for CV. Specificaly, the Department calculated the tota revenue for the second half of 2001 by
subtracting atotal salesfigure for thefirst haf of 2001 that double-counted the total export saes,
thereby undergtating the total sales for the second half of 2001. The respondents state that this error
resulted in an inflation of theindirect sdlling expense factor for the second half of 2001, which was used
to calculate the factor for the POR.

Department’ s Position: We agree with COGEMA/Eurodif that these expenses should not be
included in indirect expenses and the revenue item should be trested as an offset to indirect selling
expenses. We dso agree with COGEMA/Eurodif’ s dlegation regarding aclerica error in the
cdculation of the indirect selling expenseratio for CV. Accordingly, we have revised this caculation
for thefind results. See the Proprietary Supplement to the Issues and Decison Memorandum at
Comment 10 for further discusson; see also the Final Results Calculation Memorandum at 2.

Comment 11: CV Sdling Expenses

27 See Sdles Verification Report at 15-19.
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The petitioners argue that, in caculating CV, the Department must include COGEMA SA.’s expenses
incurred in conjunction with sales of Eurodif-produced LEU in markets other than the United States.
The petitioners point out that both the Act and the Department’ s regul ations state that there should be a
concordance between the selling expensesincluded in the CV calculation and the market selected by
the Department for norma value. Thus, petitioners claim, because third county sales are the basis for
the normal vaue cdculation, the Department must include an amount for dl selling expensesincurred on
these sdes, including COGEMA SA. s sling expenses.

COGEMA/Eurodif maintains that in the preliminary results, the Department sdlected France asthe
comparison market, finding that the French market was viable. However, dueto dl sdesbeingto an
affiliated party, the Department stated that it would calculate CV pursuant to section 773(8)(4) of the
Act, rather than use home market prices pursuant to section 773(a)(1)(B)(1). COGEMA/Eurodif
further clams that because the French market was found to be viable, the selling expense component of
CV isappropriately based upon home market costs. Therefore, COGEMA/Eurodif argues that,
because COGEMA S.A. does not conduct any sdlling activities in the home market related to salesto
EdF, none of its expenses should be included in the caculation of CV.

Department’ s Position: We agree with COGEMA/Eurodif. As gated in the prdiminary results, we
determined that the home market was viable. However, because COGEMA/Eurodif has only one
customer in the home market, an affiliated party, and because we had no independent meansto
determine whether prices for sdesto this cusomer were made at arm'’ s length, we based norma vaue
on CV. Asaresllt of our determination that the home market was viable, CV sdlling expenses should
be based on home market selling expenses. COGEMA SA.’s selling expenses were incurred for
third-country sdlling activites, and therefore we have not included them in the cdculation of CV.

Comment 12: Treatment of Countervailing Duties

The Department has addressed whether it is gppropriate to deduct countervailing duties from EP and
CEPin Appendix |. See Appendix I.
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Recommendation

Based on our andysis of the comments we received, we recommend adopting al of the above
positions. If these recommendations are accepted, we will publish the fina results and the fina
weighted-average dumping margin in the Federal Regiger.

Agree Disagree

James J. Jochum
Assstant Secretary
for Import Adminigtration

Date



