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We have andyzed the comments and rebuttal comments of interested parties in the investigation of
saccharin from the Peopl€’ s Republic of China (PRC), covering the period January 1, 2002 through
June 30, 2002. Asaresult of our analyss, we have changed the margins. We recommend that you
goprove the positions we have developed in the “ Discussion of 1ssues’ section of this memorandum.
Bdow isthe complete list of theissuesin this investigation for which we received comments by parties.
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Background

Since the issuance of the prliminary determination (see Notice of Preliminary Determination of Sdles at
Less Than Fair Vaue: Saccharin From the People’ s Republic of China, 67 FR 79049 (December 27,
2002) (Prdliminary Determination)), the following events have occurred. On January 8, 2003,
petitioner, PMC Specidities Group Inc., requested a hearing. On January 8, 2003, the Department
received atimely factor vaue submisson from Shangha Fortune Chemica Co. (Shanghai Fortune) and
Suzhou Fine Chemicals Group Co., Ltd. (Suzhou) (collectively, “respondents’) and Kafeng Xinghua
Fine Chemica Factory (Kaifeng). On February 11, 2003, the Department extended the due date for
the find determination of thisinvestigation (68 FR 6885). On February 21, 2003, the Department
received timely factor vaue submissions from petitioner, respondents and Kaifeng, and Procter &
Gamble Co. On March 3, 2003, the Department received a supplementd factor value submission from
petitioner. On April 10, 2003, the Department received timely written case briefs from petitioner,
respondents, Procter & Gamble Co., and Colgate Pamolive Co (Colgate). On April 15, 2003, the
Department received timely rebuttal comments from petitioner and respondents. On April 22, 2003, a
public hearing was held in this proceeding. We have now completed this investigation in accordance
with section 735 of the Tariff Act of 1930, as amended (the Act).

Discussion of |ssues

Comment 1:  Surrogate Vaues. Most Appropriate Source for Surrogate Vaues

Petitioner argues that based on the criteria it clams the Department uses in sdecting surrogate values,
i.e., contemporaneity, qudity and specificity, the Indian chemica journd, Chemica Weekly (CW),
provides the most appropriate source for caculating surrogete vaues in thisinvestigation. Petitioner
notes that CW offers weekly pricing data that cover the entire period of investigation (POI) (January-
June 2002), and has been used by the Department to vaue chemica inputs in numerous other
proceedings. In addition, petitioner points out that CW prices clearly list the name of each chemical
and can be easlly adjusted to remove any domestic taxes that may be present in such cases. Findly,
petitioner notes that the Department’ s Antidumping Manud specificaly sates the adminidrative
preference for country-wide prices such as those published in CW or MSFTI (Monthly Statistics of the
Foreign Trade of India), as opposed to specific price quotes. In particular, petitioner argues that the
Department should use, asit did in the Prdliminary Determination, the CW market data for Mumbai and
Chennai.! Respondents argue that CW data should not be used when it produces aberrational resuilts.

1CW provides market information for four markets, Mumbai, Chennai, Kolkata, and Delhi. It
aso provides export information for specific export saes.
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Petitioner argues that when CW dataiis not available, the Department should use MSFTI, from the
period of April 2001 through January 2002. Petitioner argues that usng MSFTI data from January
2002 only, as the respondents sugges, is methodologically unsound. Petitioner argues that using the
April 2001 through January 2002 MSFTI data decreases the chance of incorporating any short-term
fluctuationsin raw materid pricesinto the surrogate value caculation. Petitioner points out thet, in the
case of saccharin, some of the average vaues of the raw materids based on the datafrom asingle
month differ as much as 30 percent from values based on several months. However, respondents
argue that, because the Department prefers data that is more contemporaneous to the POI to data that
is less contemporaneous, if the Department chooses to use MSFTI data, it should use the MSFTI
import data from January 2002. They cite Find Reaults of Antidumping Duty Adminigrative Review;
Bulk Aspirin from the People’ s Republic of China, 68 FR 6710, Issues and Decision Memorandum, at
Comment 1 (February 10, 2003) (Bulk Aspirin). While petitioner does not disagree that the January
data should be used, it argues that it is reasonable to include import data that precedes the POl when
caculating surrogate vaues, because the raw materials needed to produce saccharin at the beginning of
the POI would necessarily have to be imported prior to the POI.

Respondents argue that the exclusion of “aberrationa” or “outlier” observations from MSFTI data
(based gpparently on low import volumes) provides the Department with more reliable surrogate
pricing data than smple average price caculaions. As such, respondents argue that the Department
should exclude certain low-volume, high-priced materids in deriving surrogate vaues from MSFTI data
for thefina. However, petitioner claims that respondents have provided no authority or precedent for
the dimination of “outlier” observations from surrogate vaue cdculaions. Petitioner points out that the
Department has determined that only imports from countries classified as non-market economies
(NMEs) and those countries maintaining non-specific export subsidies should be excluded from the
caculation of surrogate values. As such, petitioner argues that any surrogete values caculated from
MSFTI data should employ data from al other countries.

Respondents argue that MSFTI datais inherently suspect in view of the broad range of products that
may fdl within even the smdlest tariff classfication that purports to be for a specific product. Insteed,
respondents argue that we should use price quotes they have placed on the record of thisinvestigation.
Respondents claim that the Department has stated that it will use price quotes as surrogate values when
other data is aberrationa and does not reflect the same concentration level or specific type of materid
as the input used in the production of subject merchandise. They cite Sebacic Acid from the People’'s
Republic of China: Find Results of Antidumping Duty Adminisirative Review and Determingtion to
Revoke Order in Part, 67 FR 69719, Issues and Decision Memorandum, a Comment 2 (November
19, 2002) (Sebacic Acid). Respondents argue that because of their specificity, their price quotes are
more accurate then either CW or MSFTI data. Moreover, respondents argue that, often, the price
quotes are corroborated by other information they have placed on the record, such as U.S. import
data.




Respondents argue that the value of one input in particular, activated carbon, is not accurately captured
by the MSFTI data. According to respondents, the Department has determined in the past that MSFTI
data does not reflect prices for the type of activated carbon used by them, “low grade powder.” They
cite Sebacic Acid and Sulfanilic Acid from the Peopl€' s Republic of Chinat Final Results of
Antidumping Duty Adminidrative Review, 62 FR 48597, 48600-01 (September 16, 1997) (SQulfanilic
Acid). In both those cases, claim respondents, we resorted to the use of price quotes, because MSFTI
data was considered inappropriate.

Petitioner argues that price quotes are not an appropriate source for surrogate vauation. Unlike CW
or MSFTI prices, petitioner argues, the Department cannot easily confirm that al available data have
been included in its surrogate va ue cal cul ations when using price quotes, as a party may sdect and
submit only the lowest prices. Respondents counter by arguing that their February 21, 2003,
submission contains multiple price quotes for severd of the inputs. Petitioner aso arguesthat price
quotes can be affected by any number of factors such asthe financid health of a particular company or
acompany’s desre to offer an artificidly low introductory price for its product in order to attract a new
customer. Petitioner also notes that the price quotes submitted by the respondents cover only small
samples of the POl and some are outside the POI atogether.

Findly, petitioner argues that the Department should disregard respondents use of U.S. pricesto
corroborate the use of their price quotes for surrogate values. Petitioner argues that the United States
is not the sdlected surrogate country in the investigation; therefore, respondents comparison of
surrogate vaues to U.S. import pricesisirrelevant.

Department’ s Position: The Department considers many aspects of information in choosing a surrogate
vaue, severd of which are noted by the parties: whether it is publicly avallable, whether it is
contemporaneous, whether it is representative of alarge sample of prices, and how closdly it matches
the factor of production we are trying to vaue. Respondents argue that we should use the price quotes
they have placed on the record, because they are for potential sales of products most closdly matching
the physica characteristics of the factors of production, and some of the quotes are contemporaneous
with the POI. Most importantly, according to respondents, the price quotes are for chemicd inputsin
the same concentrations as the inputs used by the PRC producers under investigation. For example,
respondents used a solution of sodium hypochlorite containing 10 percent sodium hypochlorite, and the
price quote submitted by respondentsis for a 10 percent sodium hypochlorite solution.

However, as respondents state in their case brief, the Department in the past has determined that CW
data represents 100 percent solutions (see Comment 2, below). Therefore, we conclude that the CW
data can be easily adjusted to reflect other solution strengths, which iswhat we did for the Prdliminary
Determination  Respondents have not argued that this adjustment methodology was flawed or
produces inaccurate results. While the Department may have used price quotesin avery smal number
of casesin the past, we have done so only after concluding that the flaws inherent in using these quotes
as surrogate values were overshadowed by the fact that there was no other source of usable, reliable
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information. That is not the case here, where we have CW data that can easily be adjusted to match
the characterigtics of the factors of production.

Therefore, given that the CW data is contemporaneous and can be adjusted for solution strengths, we
used CW data wherever availablein order to vaue factors of production, as we did in the Prdliminary
Determination Also, aswe did in the Prdiminary Determination, for al chemicd inputs for which CW
datais not available, we used MSFTI data (with afew exceptions discussed below). We have found
MSFTI data (for both chemical and non-chemica inputs) for January through June 2002, which is
contemporaneous with the POI.  See Antidumping Duty Investigation of Saccharin from the People's
Republic of China: Factor Va uation Memorandum from Sebastian Wright, Case Analyst, through
Mark Hoadley, Senior Analyst, Office VII, to the File (May 12, 2003) (Find Factor Vdues Memo).
Although in the Prliminary Determination we adjusted MSFTI data for solution strength (as we did
CW prices), petitioner argued that such an adjustment is not warranted for purposes of thefind. The
issue of adjudting surrogate values for solution strength is fully discussed in Comment 2 below.

We find that, in this case, both the CW and MSFTI data are superior to the price quote datafor the
following reasons. As prices fluctuate throughout the POI, a price quote might represent one extreme
or the other of the range of that fluctuation. Also, as petitioner notes, price quotes will vary depending
on thefirminvolved. Price quotes do not represent actua completed transactions, and are not from
public sources. Moreover, these are quotes gathered by the respondents themsalves. Thus, the price
guote data in this case has too many inherent flaws to serve as a surrogate vaue when the CW and
MSFTI data are available, and when there is nothing on the record to indicate thet this other datais
aberrant or otherwise inappropriate.

As explained, price quotes will be used only when no other gppropriate sourceis avalable. For this
find determination, we determine that this is the case only with respect to activated carbon. As
respondents note, the Department has determined in the past that the MSFTI data does not reflect
prices for the type of activated carbon used by the respondents. See e.q., Sebacic Acid and Sulfanilic
Add. Inboth those cases, we resorted to the use of price quotes because of the unavailability of more
appropriate data. Therefore, we have used respondents’ submitted price quotes to vaue activated
carbon for both respondentsin thisfind determination.

Regarding respondents’ arguments that we should eiminate what they consider to be aberrant data
within sources (e.g., adjusting MSFTI data for imports from countries with small import volumes), the
Department has congdered thisissue in the past and found thet it is gppropriate in some instances.
See, eq., Notice of Find Determination of Sdes at Less Than Fair Vaue: Ferrovandium from the
People's Republic of China, 67 FR 71137, Issues and Decison Memorandum, at Comment 13
(November 29, 2002); and, Heavy Forged Hand Tools from the People's Republic of China; Fina
Results and Partid Rescisson of Antidumping Duty Adminigretive Review and Determination Not to
Revoke in Part, 66 FR 48026, |ssues and Decision Memorandum, at Comment 11 (September 17,
2001). Inthiscase, upon examining theimport data, we have excluded a small number of

5



observations from the MSFT1 data where import volumes from particular countries gppeared extremely
low in comparison to other import volumes for the same chemical, and the va ues associated with these
low import volumes gppeared to break sgnificantly from the distribution of pricesfor that chemicd.
See Find Factor Vaues Memo. However, we have not excluded every observation suggested by
respondents. Respondents did not provide any argument for deleting the specific observations they
deleted in their surrogate value caculations.

With respect to respondents argument that we should compare prices across sources and diminate
any sources that appear aberrant, we note that, in the Prdliminary Determination, the Department
decided not to use MSFTI datainits entirety for two chemicas, sulfur dioxide and chlorine, because
the MSFTI numbers were so high in comparison to U.S. import data that we concluded that the data
reflected two categorically different types of the product. Therefore, we used the lower U.S. import
dataingtead, as suggested by the petitioner. For thisfina determination, no parties commented on the
use of the U.S. import prices for these two chemicds; therefore, we are continuing to usethe U.S.
import data rather than MSFTI data for these two chemicals.

However, with regard to another chemical, hydrochloric acid, we find that, after weighing al of the
evidence on the record, it would be inappropriate to disregard, as respondents suggest, the MSFTI
datain its entirety. Respondents suggest that we should use elther the price quotes they have placed on
the record or data for the Kolkata market published in CW. Both respondents and petitioner present
information and argument that leed us to conclude that both the CW prices and the MSFTI data may
not be appropriate to use for vauing hydrochloric acid. Petitioner submitted proprietary information
suggesting that this particular CW data may not be completely relevant in this case. See Final Factor
Vdues Memo. However, respondents point out that there is alarge disparity between the MSFTI data
and the U.S. import data for hydrochloric acid, as well astheir price quotes and the Kolkata data; thus
cdling into question whether the Indian import Satistics are reliable.

We agree that there are concerns with both sources. Accordingly, we determine that it is appropriate
for purposes of thisfina determination to average the MSFT1 import vaue for hydrochloric acid with
CW datafor the Kolkata market (after adjusting the CW data for solution strength in keeping with our
decison in the Comment 2, below). Because there is no clear cut choice among these two dternatives,
the use of an average of these two vauesis reasonable for purposes of thisfind determination.

Comment 2:  Surrogate Vaues. Adjustments to Surrogate Vaues for Concentration Strengths

In the Preliminary Determination, the Department made adjustments to both MSFTI dataand CW data
to reflect our conclusion that this data represented vaues for chemicas sold in pure forms, whereas
severd of the chemica inputs used by respondents were diluted to much lower than 100 percent
concentrations. Petitioner argues that the Department should not adjust surrogate vaues obtained from
MSFTI data. Respondents argue that the Department should assume that al periodicals that report
import atisticsincrease dl prices to the 100 percent concentration levels for the active chemical.
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While petitioner agrees with respondents that thisis possble for the CW data, it argues that it would be
extremely unlikdly, if not impossible, for the Indian government to do so for data issued by the MSFTI.

Petitioner argues that CW serves as a provider of information for parties interested in current prices for
buying and sdlling chemicals within Indig; therefore, the respondents’ argument that CW would report
prices for 100 percent strength chemicals to alow potentiad customers to caculate prices for the various
solution strengths has merit. Petitioner argues that MSFTI, in contrast to CW, serves the purpose of
reporting actud Indian imports of al commodities, including chemicds; therefore, according to
petitioner, it is unreasonable to believe that it is possble, or even desirable, for the Indian government to
convert price datafor every single shipment of every sngle chemica imported into Indiato a100
percent concentration basis. Rather, petitioner believes, the reasonable conclusion is that the Indian
government ssimply records the quantities and values of the imported chemicals as displayed on each
invoice, which represent whatever solution strengths are commonly consumed in India.

Petitioner argues that the price quotes provided by respondents (discussed abovein Comment 1)
support the conclusion that each of the MSFTI figuresis based on a commonly-traded solution
grength. It argues that these prices quotes are, for each input, for roughly equa solution strengths
(when there is more than one quote for each input), and that these solution strengths are roughly equa
to those of the inputs used by the respondents. Therefore, according to petitioner, thisisindicative of a
common solution strength.  Thus, argues petitioner, not only do MSFTI data not reflect vaues for
chemicals at 100 percent solution strengths of, but they most likely represent chemicals sold at these
commonly-traded solution strengths, and do not need to be adjusted.

For example, the respondents argue that sodium hypochlorite can be sold at 100 percent solution
drength, i.e,, in asolid form, and that this solid form would be reflected inthe MSFTI data. However,
petitioner argues that sodium hypochlorite cannot even exigt in this form due to the ingtability of the
compound, citing Jacqueline |. Kroschwitz, Ed., Kirk-Othmer Encyclopedia of Chemicd Technology,
at 276 (4™ Ed. 1992). In addition, petitioner points out that respondents’ price quotes establish that
sodium hypochlorite is sold at solution strengths around 10 percent. Petitioner argues that the
commonly-traded solution strength in Indiais between 6 and 15 percent.

However, respondents assert that while they did use a 10 percent sodium hypochlorite liquid, it is not
imported in thisliquid form because the freight would be too expensive. Thus, argue respondents, the
MSFTI data, being import data, reflect a variety of sodium hypochlorite more concentrated to ease
freight expenses. Respondents further argue that, as sodium hypochlorite is smply bleach, the MSFTI
data would mean a price for the common household product in excess of $7.00 agalon. Thus,
respondents reason, the MSFTI data must reflect an undiluted form. However, petitioner argues that
respondents are wrong in this assertion, as the agueous solutions for household bleach contain amuch
smdler amount of sodium hypochlorite then that which would be consumed by respondents to produce
saccharin; i.e., that sodium hypochlorite would have to be diluted beyond the 6 to 15 percent
commonly-traded solution strength in order to produce household bleach.
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Department’ s Podition: In examining thisissue, the Department contacted officids at both the U.S.
Census Bureau (Census) and the U.S. Bureau of Customs and Border Protection (Customs). We dso
attempted to contact smilar authorities within the Indian government, but were unsuccessful. The U.S.
officids at both agencies explained to usthat the U.S. equivaent of the MSFTI data reflect the
unadjusted vaues and volumes submitted to Customsin manifest documents. While those submitting
these documents may make their own adjustments to account for the portion of the solution surrounding
the active chemical, they are not required to do so, and neither Customs nor Census would do it for
them. These officids stated that the import figures published by Census (the equivaent of the MSFTI
data) most likely reflect avariety of solution strengths. See Memorandum from Sebadtian Wright, Case
Andyd, through Mark Hoadley, Senior Andyd, to the File; Antidumping Duty Investigation of
Saccharin from the People’s Republic of China (PRC) (A-570-878): Research on U.S. and India
Trade Statigtics Adjusment for Diluted Chemicas (May 12, 2003). We dso taked to an officid with
the Industry Sector Advisory Committee on Chemicas and Allied Products (ISAC3), who confirmed
these statements and aso told us that he believed Brazil was the only country that would make such
adjusments. Seeid. Whilethe policy of U.S. agenciesis not necessarily going to be the same as that
of comparable agenciesin India, it is the only evidence on the record suggesting whet the policies of
those Indian agencies might be; and we find it reasonable to conclude that it would be unlikely for
Customs authorities to review multiple entry documents in order to make adjustments so as to report
the import data at a common solution strength.

Finaly, we agree with petitioner that there are probably commonly-traded solution strengths for
chemicals, or a least a narrow range within which products are commonly traded. The evidence on the
record supports this concluson. Besides respondents’ price quotes, our conversations with the Census
and Customs officids, noted above, confirm that chemicas are traded within a narrow range of solution
grengths. For example, we were told that sodium hypochlorite is commonly traded at concentration
levels between 5 and 15 percent, because of its volatility at higher concentrations. Seeid.

Againg this evidence, we have only respondents assertions that the price quotes on the record reflect
only concentration levels for sdleswithin India, and not concentration levels for imports, which they
contend, as noted above, are higher in order to reduce freight expenses. Therefore, we did not adjust,
aswe did in the Preiminary Determination, the MSFTI data to reflect the concentration levels of the
chemicd inputs used by respondents for this find determination. However, we did continue to make
this adjustment to the CW data.

Comment 3:  Surrogate Vaues: Choice of Surrogate Chemicals for Byproducts

Respondents mentioned three byproducts in their questionnaire responses for which the Department
was unable to find exact matches in either CW or the MSFTI data. We chose as surrogates for these



three chemicas what we concluded to be ether the same chemicals, entered under synonymsin either
the CW or MSFTI data, or the closest matches.

Petitioner argues that the Department should choose new surrogate vaues for two of respondents
byproducts: “mother liquid of benzyl aminate ester” (MLBAE) and “chloro methyl benzene resdue’
(CMBR). According to petitioner, instead of vauing these byproducts with cyclohexylamine, asthe
Department did in the Preliminary Determination, the Department should use benzoic acid and toluene,

repectively.

Respondents argue that the Department should not use petitioner’ s suggested surrogates. To support
this argument, respondents Sate in their brief that the “function groups,” which are generdly the “most
reactive portion of a molecule and { determine} specific properties of that molecule,” are different for
the two byproducts and the surrogates proposed by petitioner. Respondents also argue that the
Department erred in valuing “organic cupric sat” as copper sulfate.

Department’ s Pogition: After conducting our own research into this matter, we conclude that CMBR
should be vaued using benzyl chloride, a'so known as chloro toluene. We have found this chemica
(benzyl chloride) in the MSFTI data under 2903.69.03. We have aso determined to value cupric sat
using acetic acid, dso known as cupric acetate, copper acid, and copper acetate. We have found
acetic acid in the MSFTI data. We have made these determinations after consulting independent
experts, and, mainly, after consulting alist of chemica synonyms on the website of the Environmenta
Protection Agency. See Memorandum from Sebastian Wright, Case Analyd, through Mark Hoadley,
Senior Andlyd, to the File: Antidumping Duty Investigation of Saccharin from the People's Republic of
China (PRC) (A-570-878): Identification of Byproduct Surrogates (May 12, 2003).

These choices do not gppear to be in conflict with the comments of either petitioner or respondents.
Petitioner argued that we should vaue CMBR with toluene because “methyl benzene’ is another name
for toluene. We do not question this statement. However, the byproduct in question is not methyl
benzene, but chloro methyl benzene resdue. Thus, the proper surrogete is not a vaue for toluene, but
chloro toluene, otherwise known as benzyl chloride. Petitioner did not comment on cupric sdlt.
Respondents only commented on why petitioner’ s proposals were incorrect, but did not offer any
discussion of what the proper surrogates were.

The issue of valuing MLBAE does not need to be addressed because MLBAE was only claimed asa

byproduct by Shangha Fortune, and we are no longer alowing a byproduct offset for Shanghai
Fortune. See Comment 6, below.

Comment 4:  Application of the “Sgma Rule’



Petitioner argues the Department incorrectly gpplied the “Sgma rule,” acap on the freight distances
gpplied to factors, by capping freight distances for inputs valued with domestic prices. See Sgma
Corp. v. United States, 117 F.3d 1401, 1407-08 (Fed. Cir. 1997). Petitioner argues that the Sgma
cap should only be gpplied to freight distances where the surrogete vaue is a cog, insurance and freight
(ci.f) import vaue eq., MSFTI data

Respondents did not comment on thisissue.

Department’ s Position: In the remand pursuant to the Sigma rulings (Sigma Corp. v. United States, 117
F. 3d 1401 (Fed. Cir. 1997), we Stated that the ruling would be applied to import vaues. Seelron
Condruction Cadtings from the People's Republic of China; Amended Find Results of Antidumping
Duty Adminidgrative Reviews in Accordance with Court Decision, 67 FR 57211, 57212 (September 9,
2002) and Certain Preserved Mushrooms from the People’s Republic of Chinar Prdiminary Results
and Partid Rescisson of Fourth New Shipper Review and Preliminary Results of Third Antidumping
Duty Adminidrative Review, 68 FR 10694, 10702 (March 6, 2003). Therefore, we revised our
cdculations for the find determination to apply the Sgma cap only to those surrogate va ues based on
import data.

Comment 5: Market Economy Inputs: Vauation of Phthaic Anhydride

Respondents and Colgate argue that the Department erred in failing to use Suzhou's market pricesto
vaue phthalic anhydride from Korea. Respondents and Colgate argue that there is no subgtantid,
specific, or objective evidence showing that imports of phthalic anhydride from Korea were “digtorted.”
They cite China National Machinery Import & Export Corp. v. United States, Slip Op. 03-16, at 14,
15, 18-19 (CIT Feb. 13, 2003) (China National) for the need for such evidence. As evidence of what
they clam must be an absence of any subsidies affecting this product, respondents and Colgate point
out that the prices of phthalic anhydride purchased by Shangha Fortune from Japan, which the
Department does not claim are subsidized, are lower than the prices of the Korean phthdic anhydride.
Therefore, respondents and Colgate argue, because there is no specific evidence that Korean phthaic
anhydride prices are subsidized, the Department should use Suzhou' s average market price to vaue
phthaic anhydride from Koreain the final determination.

Petitioner argues that the Department was correct in declining to rely on Suzhou's prices for phthalic
anhydride purchased from Korea. To begin with, petitioner notes that the Department possesses
subsgtantia evidence that at least seven non-specific export subsidies are available to Korean
companies. See Natice of Final Determination of Salesat L ess Than Fair Vaue: Certain Automotive
Replacement Glass Windshields from the People's Republic of China, 67 FR 6482 (February 12,
2002). Peitioner dso points out that, in China Nationd, the record contained evidence that
undermined the Department’ s determination to suspect or believe that the exports at issue enjoyed the
subgdiesat issue. However, unlikein China Nationd, petitioner argues that respondents have not
presented any information supporting their clam that the phthaic anhydride industry in Korea does not
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enjoy or avall itsdf of government subsdies. Therefore, the petitioner argues, consstent with its own
practice and the recent ChinaNationa decision, the Department should continue to apply surrogate
vauation to Suzhou' s consumption of phthaic anhydride.

Department’ s Position: The legidative higtory of the Omnibus Trade and Competitiveness Act of 1988
dates that, “in vauing such { nonmarket economy} factors, { the Department} shall avoid using any
prices which it has reason to believe or suspect may be dumped or subsidized prices.”? According to
the Court in China Nationd, “. . . the ‘reason to believe or suspect’ standard at issue here must be
predicated on particular, specific, and objective evidence.” See China Nationd at 18.

We determined in three countervailing duty cases® that during the 1990’ s the Government of Korea
(GOK) maintained various export subsidy programs that were broadly available and not industry
Soedific, such as short-term export financing, reserve for export losses, reserve for overseas market
development, investment tax credits, etc. It isreasonable to infer that Suzhou' s supplier may have
taken advantage of the broadly available, non-industry specific, export subsidies maintained by the
GOK during the 1990's. Infact, we believeiit is reasonable to infer that it would have done so.

Thereis no evidence on the record to lead the Department to infer that Suzhou' s supplier was not
eligible to participate in any of these subsdy programs. Instead, there is specific, particular and
objective evidence on the record to support areason to believe or suspect that values from the country
in question may be subsidized. We do not consider the fact that a smal sample of Korean pricesfor
phthalic anhydride are lower than asmal sample of Japanese prices as conclusive evidence thet the
Korean phthalic anhydride industry does not avall itself of these export subsdies. Findly, we note that
for China Nationd, which was decided in February 2003, litigation is till pending, and, as such, thisis
not afind and conclusve decison. Therefore, we find that the information on the record supports the
Department’ s decison to vaue Suzhou' s phthalic anhydride using a surrogate vaue rather than the
market price paid by Suzhou to a Korean supplier.

?See H.R. Rep. No. 576 100" Cong., 2. Sess. 590-91 (1988). Although this section of the
Act has been revised snce this 1988 legidative history was written, there were no changes made to
section 773(c) of the Act inthe URAA. See, eq., S. Rep. 103-412, 2d Sess. at 73 (1994) (stating in
the Senate Joint Committee Report accompanying the URAA that “the Committee. . . intends no
substantive changes’ to section 773(c) of the Act).

3Find Affirmative Countervailing Duty Determination: Certain Cut-to-L ength Carbon-Quaity
Sted Plate from the Republic of Korea, 64 FR 73176 (Dec. 29, 1999), Find Negative Countervailing
Duty Determination: Stainless Stedl Plate in Cails from the Republic of Korea, 64 FR 15530 (March
31, 1999), and Find Affirmative Countervailing Duty Determination: Stainless Sted Sheet and Stripin
Coails from the Republic of Korea, 64 FR 30636 (June 8, 1999).
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Comment 6:  Byproduct Offset

Petitioner argues that, for the find determination, the Department should not give a cost offset to
Shangha Fortune for any of its clamed byproducts, including chloro methyl benzene, low grade
activated carbon, sodium sulfite, o-amino benzoic acid, and acid water containing copper. More
specificdly, petitioner argues that Shangha Fortune presented no information, ether a verification or
through its questionnaire responses, establishing the amount of the above-mentioned byproducts it
actualy sold during the POI. It cites Find Determination of Sdes at Less Than Fair Vdue: Bulk
Aspirin from the People' s Republic of China, 65 FR 33805, Issues and Decison Memorandum, at
Comment 13 (May 25, 2000), for the necessity of providing thisinformation. In fact, petitioner points
out that Shanghai Fortune admitted that because of its method of “accumulating” receivables onits sdes
of byproducts, it isimpossible to separate POI sales of byproducts from non-POI sdes, thereby
preventing the Department from verifying the byproduct quantities reported by Shangha Fortune in its
factors of production database. See Memorandum to the File from Javier Barrientos and Jessica
Burdick, Case Analyds, through Sally Gannon, Program Manager: Antidumping Duty Investigation of
Saccharin from the People' s Republic of China (PRC) (A-570-878): Factors of Production
Verification Report for Shanghai Fortune Chemica Co., Mgedtic Internationa Trading Co., Ltd., and
[Proprietary Exporter], at 11-12 (March 26, 2003) (Shanghai_Fortune FOP Verification Report).

Shangha Fortune replies that it should be given credit for the sde of its byproducts. It alegesthat
“accumulating” receivables for byproducts is common among chemica producers, since byproduct
sdes are normdly aminor part of tota sdes. Moreover, Shangha Fortune argues, it demonstrated at
verification that some of its byproducts were sold, even if it could not demondgtrate, to the Department’s
satisfaction, that these sales took place during the POI.

Department’ s Position: The amount of byproducts sold during the POI is an integrd part of the factor
caculation for byproducts. See Notice of Final Determination of Sdes at Less Than Fair Vaue: Urea
Ammonium Nitrate Solutions from Bearus 68 FR 9055 (February 27, 2003) (“The Department allows
such credits, but only for the amount of the byproduct/recovery actualy sold or reused.”). Because
Shanghal Fortune failed to demondtrate that any of its sales of byproducts took place during the POI,
we cannot alow a byproduct offsat, for the amount claimed in its responses or for any smaller amount.

Comment 7:  Packing Expenses

Petitioner argues that, for both Suzhou and Shangha Fortune, the Department should include packing
expenses (packing materials and packing labor) as direct materids costs. Petitioner argues that the
different types of packing used by respondents represent an additional step in the production process
that is required to render the product merchantable, rather than merely preparing the product for
shipment. Petitioner notesthat judicia precedent demonstrates that containers considered to be
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packing materials are properly treated as direct materids. See Washington Red Raspberry Comm'n v.
United States, 859 F.2d 898 (Fed. Cir. 1988) (Red Raspberry). The petitioner argues that the super
sacks, plastic bags, paper bags, and cardboard drums are necessary to protect and hold the saccharin
during transport, otherwise the saccharin would be dissipated into the air and/or contaminated, and
immediately rendered unusable. Petitioner draws particular attention to the fact that a particular type of
plastic bag must be used by respondents in order to prevent contamination that would render the
saccharin non-food grade. Therefore, petitioner maintains, the drums and bags consumed by
respondentsin their production operations, and the associated |abor, are an integral part of the subject
merchandise and, as such, should be treated as direct materidsin the Department’ s final determination.

Respondents argue that, under the statute, packing, i.e., containers and coverings, are considered
separately and gpart from direct materids. In contrast to the product in Red Raspberry, saccharin
remains saccharin even without the bags, sacks, and drums. Therefore, respondents maintain that the
Department should follow well-established precedent and continue to find that packing should not be
treated as direct materias.

Department’ s Position: Red Raspberry was issued in 1988 and requires the Department to classify
some elements of packing as direct materials. As respondents note, however, in accordance with
section 773(c)(1) of the Act, the Department’ s norma policy isto consder packing as an item separate
from direct materids to which financid ratios for overhead, sdlling, generd, and adminidraive

expenses, and profit do not apply.

The decison in Red Raspberry held that a particular type of packing was integral to the product, and,
therefore, should be considered a part of direct materias, because without it, the product would cease
being the product, and would be something dse. Likewise, with dried sdmon, without the vacuum
seded packing, the product would not have the long shelf life associated with the product. See Notice
of Find Determination of Sdes at Less Than Fair Vaue: Fresh Atlantic Sdmon from Chile, 63 FR
31411, 31415 (June 9, 1998). Peitioner’s arguments, in contrast, are focused on why saccharin
would be “unusable’ without packing: “Without such containers { sacks, bags, linen and drums} . . . it
would be disspated into the air and/or contaminated, and immediately rendered unusable” Thiswould
be true, however, of many, perhaps the mgority, of products, as most goods could not be sold or used
without some sort of packing. Without packing, many products could be damaged or contaminated in
transport. To interpret Red Raspberry as petitioner suggests would render section 773(b)(3)C) of the
Act dmogt meaningless. Therefore, we regject petitioner’ s argument that because saccharin cannot be
sold without packing it should be included in direct materids.

Comment 8 Suzhou's Sdlf-Produced Inputs

Suzhou argues that the Department erred in the Preliminary Determination by failing to follow its generd
practice and cdculate the norma vaue (NV) for Suzhou using al of its actud factors of production,
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including factors for self-produced inputs. Petitioner argues that the Department correctly vaued
Suzhou' s sglf-produced inputs using surrogete vaues for the inputs themselves, and not their factors. It
cites Notice of Preliminary Determination of Sales at L ess than Fair Vaue and Postponement of Find
Determination: Structural Steel Beams from the Peopl€e's Republic of China, 66 FR 67197, 67201
(December 28, 2001) and Natice of Fina Determination a Less Than Fair Vaue: Certain Hot-Rolled
Carbon Steel Hat Products from the People€' s Republic of China, 66 FR 49632 (September 28, 2001)
as precedent for the Department not valuing upstream factors.

Petitioner argues that the vauation of the upstream products would lead to erroneous results and would
add unnecessary complication to the Department’ s analysis. However, respondents argue thet this
identica argument was rejected in the recent Polyvinyl Alcohol preliminary determination. See Notice
of Preiminary Determination of Sales at Less than Fair Vaue and Postponement of Findl
Determination: Polyvinyl Alcohdl from the People's Republic of China, 68 FR 13674, 13679, n.9
(March 20, 2003) (Polyvinyl Alcohol). Suzhou points out thet, in Polyvinyl Alcohdl, the Department
gated that the Department’s norma practice with respect to salf-produced materid inputsisto vaue
each of the components of the input, rather than valuing the input itself, Snce this practice generdly
yidds the most accurate NV. Furthermore, according to Suzhou, the Polyvinyl Alcohol decision stated
only two exceptionsto this generd rule: (1) where the upstream product accounts for a smal or
inggnificant share of totd output; or, (2) where attempting to value the factors used in the upstream
product would lead to an inaccurate result because a significant element of cost would not be
adequately accounted for in the overdl factors buildup. In regard to exception 1, Suzhou argues thet its
four self-produced inputs, namely, sulfuric acid, liquid sulfur dioxide, dectricity, and hydrochloric acid,
are not smdl and inggnificant inputs in terms of its production process. On the contrary, Suzhou
argues, the surrogate values applied by the Department to the above-named inputs cause a substantia
increeseinits NV and dumping margin. In regard to exception 2, Suzhou argues that vauing the
upstream input factors would not result in an eement of cost being inadequately accounted for. Rather,
Suzhou argues, by failing to use these upstream factors, the Department hyperinflates Suzhou' s NV
because the surrogate vaues for the inputs themselves include a profit markup that “should not be
there.”

Petitioner rebuts stating that the use of Suzhou' s self-produced factors would lead to erroneous, and
absurd results. For example, the value of a byproduct produced in the production of hydrochloric acid
would be greater than the value of the chemica inputsinvolved in hydrochloric acid production. Asa
second, and final, example, petitioner notes that the vaues that the Department would presumably use
for some eectricity inputs would be too low for the type of inputs used. Furthermore, petitioner argues,
in Palyvinyl Alcohal the Department declined to value a salf-produced input using the cost build-up
provided because the input was purchased from an effiliate, which is the case in the present
investigation aswell, it dams.

In addition, Suzhou argues, CW surrogate vaues for the downstream inputs are highly inflated over
actua prices, because when Indian companies provide public prices, they do not provide actud prices,
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but inflated ones. Petitioner clams that respondents can point to no authority or source for its claim that
public Indian prices are highly inflated. In fact, petitioner argues, the opposite could easily be true—the
Indian surrogate values might be understated because the products were sold at aloss.

Findly, Suzhou clams that the presumption by courts, federd agencies, and economigtsis that
companies verticaly integrate in order to lower production cogts, thereby dlowing the verticaly
integrated firm to offer products for sde at lower prices than non-verticdly integrated competitors.
Therefore, states Suzhou, by not valuing the upstream factors, the Department is denying it the benefits
of its particular production efficiencies, the whole purpose of cdculating afirm-specific NV. However,
petitioner argues, such references to profit-maximizing firms may be relevant to market-economy
gtuations, but Suzhou is operating in aNME, China

Department’ s Position: We agree with petitioner in part and respondentsin part. For thefind
determination, we have determined to vaue the factors used in the production of sulfuric acid and liquid
sulfur dioxide, but not those used in dectricity and hydrochloric acid production.

The Department recently clarified its position on thisissue in Notice of Preliminary Determination of
Sdesét Less Then Fair Vaue, Affirmative Preiminary Determination of Critica Circumstances and
Postponement of Final Determination: Certain Frozen Fish Fillets From the Sociaist Republic of
Vietnam, 68 FR 4986, 4993-4994 (January 31, 2003) (Fish Fillets) where we stated that we would, in
generd, vaue upstream inputs, but with two exceptions. 1) where the vauation of upstream inputs
would lead to unnecessary complications,; and, 2) where a significant portion of costs would not be
captured by the valuation of upstream inputs. Regarding the latter, we explained that overhead for
verticaly integrated firms might be higher, as a percentage of direct materids, labor, and energy, than
for non-verticdly integrated firms. Presumably, overhead would be higher for averticdly integrated
firm because with the production of the upstream inputs more machinery will be required, and, thus,
capita costs will be higher. Thus, unless the Department can be assured that the overhead ratio being
applied captures the overhead costs of the verticaly-integrated production process, for the particular
product being investigated, we will not value the upstream factors. In this case, because of the
smilarities between the production processes and equipment used to produce saccharin and the two
upstream inputs whose factors we are vauing, sulfur dioxide and sulfuric acid, we conclude that the
overhead rate for a non-verticaly integrated saccharin firm would not vary sgnificantly from averticaly
integrated saccharin firm to the extent that the vertical integration involves only these two inputs.

However, regardless of the overhead rate used, we cannot value the upstream inputs for hydrochloric
acid and dectricity. While Suzhou claims hydrochloric acid as one of its four “ salf-produced” inputs, it
is actudly produced by another entity. Thus, we agree with petitioner that Polyvinyl Alcohdl is
applicable, where we dated:

In addition to its own factors of production, { respondent} reported the factors of
production used by ajoint venture to produce acetic acid. However, we did not value
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those factors when caculaing { norma vaue} in thisinvestigation. Rather, we have
vaued the acetic acid purchased from the joint venture and consumed during the PO,
{in} accordance with our practice.

68 FR at 13679.

Suzhou did not in fact produce its hydrochloric acid, but purchased it, from Suzhou Industrid Park Two
Lions Chemica Co., Ltd., which produced it. See Memorandum to the File from Mark Hoadley and
Brett Royce, Case Anayds, through Sdly Gannon, Program Manager; Antidumping Duty Investigation
of Saccharin from the People's Republic of China (PRC) (A-570-878): FOP Verification Report for
Suzhou Fine Chemicals Group Co. Ltd., at 5 (April 4, 2003) (Suzhou's FOP Verification Report).
Therefore, consstent with Polyvinyl Alcohal, we did not vaue the factors used to produce hydrochloric
acid.

Regarding dectricity, we note that Suzhou failed to report two significant factors used in the production
of eectricity, which the verification team discovered during the course of verification. See Suzhou's
FOP Verification Report, a 5. Thisomission prevented the Department from being able to examine
the upstream production of dectricity. Thisomission is particularly significant in this case, as the factor
buildup for dectricity is more complicated than for the other inputs. Moreover, unlike the chemica
inputs, eectricity production is much different than saccharin production and most likely involves
additional overhead costs that could not be accurately captured by our cost caculations. Aswe have
dated in the pagt, vauing dectricity factors often is extremey complicated and difficult. Becauseit
poses particular challenges, and because it often has extremely high capitd codts, it isinappropriate to
vaue the inputs into eectricity unless the record provides clear information that the surrogate selection
reflects dl of the costs associated with self-producing dectricity. Therefore, we did not vaue the
upstream factors used in the production of eectricity. We vaued dectricity for Suzhou in the same
manner as for Shangha Fortune.

As noted above, petitioner’ s comments concerning the “absurd results’ that would ensue from vauing
upstream factors pertained to the production of eectricity and hydrochloric acid. Because we have
determined for other reasons not to value the upstream factors for these two inputs, we do not need to
address these specific comments. With respect to the two other salf-produced inputs, sulfuric acid and
liquid sulfur dioxide, we cannot conclude that the vauation of the upstream factors would lead to either
absurd results or pose any great difficultiesin our calculations. These are chemicd inputs thet are
produced in the same manner as the chemica subject merchandise. We have not encountered any
difficulties in determining quantities consumed or yields of inputs from one production stage to another
for these inputs and products. Thus, there are only afew more, minor difficulties involved in vauing the
factors for these two upstream inputs than are involved in vauing the more immediate factors for the
subject merchandise itsdf. The vauation of the upstream factorsis therefore nearly identicd to the
vauation of the downstream factors, but smply one step removed.
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Comment9: Normd Vdue Financid Ratios

In the Preliminary Determination, the Department used the 2000 financial statements of an Indian
producer of persulfates, Caibre Chemicas Pvt., Ltd. (Calibre), and the 2000-2001 financial statements
of an Indian producer of hydrogen peroxide, Nationa Peroxide, to caculate the surrogate vaues of
71.91 percent for factory overhead, 30.06 percent for sdlling, general and adminigtrative (SG&A)
expenses, and 16.91 percent for profit. Respondents and Procter & Gamble argue that these ratios are
aberrationdly high. They cdlaim that it is well-settled Department practice that unreasonable and
aberrationd surrogate vaues will not be used in the calculation of NV. See Refined Antimony Trioxide
from the People’' s Republic of China: Find Determingtion of Sales at Lessthan Fair Vaue, 57 FR
6801, 6803 (February 28, 1992). Petitioner notes that these ratios are applied against only direct
materids, not againgt direct materids, energy, and labor (asfinancid ratios usudly are), and thus only
gppear to be abnormally high.

Respondents and Procter & Gamble further argue that the overhead ratio is particularly aberrationa
given that the manufacturing of saccharin is not anew, nor a high-tech process, but rather, an old, low-
tech production process with low overhead and low profits. Petitioner argues that the respondents
have not provided any practica or economic judtification for their assertion that the manufacture of
saccharin isan old, low-tech process. In fact, petitioner continues, Suzhou’ s webpage explicitly states
that it has won many awards for its facilities, which include state and world leve equipment.
Furthermore, petitioner claims, the two companies that the Department used in the Prdiminary
Determination are not new and do not employ a high-tech production process.

Finally, respondents argue, these two Indian companies are not good choices for surrogate financia
ratios because neither persulfates nor hydrogen peroxide are used in food products, or are otherwise
ingestible by humans, and there is no Smilarity in production processes between them and saccharin.
Petitioner argues that the production processes used by Nationa Peroxide and Calibre have smilar
production stages to those of the respondents, including numerous chemica reactions, crystdlization,
and drying. Moreover, petitioner argues, many of the raw materia inputs and byproducts are the same,
induding sulfuric acid, sodium sdts, and methanal.

Respondents argue that, since financid statements of Indian saccharin producers were not obtainable,
the Department has an obligation to use the financias of companies that produce merchandise
comparable to saccharin. In this regard, respondents submitted a number of financial statements from
producers of sugar, liquid glucose, starch, dyes, aspirin, and aspirin factors, noting the sweetening
aspects of some of these, and the ingestible nature of al these.

Respondents argue that the Department should also consder using the average ratios for the Indian
Chemicad indugtry as awhole from the Reserve Bank of India (RBI). Respondents point out that the
RBI datais avery rdiable source of broad chemical industry data to which the Department has |ooked
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in the past to derive surrogate financid ratios for chemica companies. They cite Sebacic Acid, 67 FR
at 69729, and Sulfanilic Acid from the People’s Republic of China: Find Results and Partial Rescisson
of Antidumping Duty Adminigretive Review, 67 FR 70404 (November 22, 2002). Petitioner argues
that because the RBI dataiis not specific to or representative of the Indian fine chemical industry, and
ingtead includes a broad range of industriesin India that are not comparable to the saccharin industry,
their usein thisinvestigation would be improper. Petitioner argues that, because the Department
prefersto use financia datathat are more narrowly limited to a producer of comparable merchandise
than data based on awider range of products (it cites Find Results of New Shipper Adminidraive
Review: Glycine from the People's Republic of China, 66 FR 8383, Issues and Decision
Memorandum, at Comment 7 (January 31, 2001) (Glydne)), the use of RBI datain thisinvestigetion is
ingppropriate. It dso clams the Department has stated a preference for using data from actual
producers, instead of RBI data, citing Preliminary Determination of Sdesat Less Than Fair Vaue:
Certain Cold-Ralled Carbon Stedl Flat Products From the People's Republic of China 67 FR 31235,
31240 (May 9, 2002) (PRC Cold-Rolled). Furthermore, petitioner notes, the RBI datais not
contemporaneous with the POI in thisinvestigation, because the RBI data to which respondents refer
appears to be from 1997, according to petitioner. Respondents argue that the RBI datais preferable to
the ratios used in the Prdliminary Determination because it reflects the experience of the Indian chemica
industry as awhole, rather than the experience of one or two producers of chemicas that have no
amilarity to saccharin.

Petitioner argues that respondents have not presented any solid evidence to refute the reasonableness
of the Department’ s preliminary surrogate ratio methodology, and have failed to demondtrate that their
suggested aternate methodologies are preferable or more reasonable; therefore, petitioner argues, there
should be no change to the Department’ s preliminary methodology for the findl.

Department’ s Position: For purposes of thisfina determination, we find that the RBI datais the most
appropriate source of financid ratios. While the Department does prefer to use more narrowly tailored
data, in thisinvestigation, neither the Department nor participating parties were able to find financia
statements for a saccharin producer in India. See Memorandum from Sebagtian Wright, Case Analys,
through Mark Hoadley, Senior Analyd, to the File; Antidumping Duty Invedtigation of Saccharin from
the Peopl€e's Republic of China (PRC) (A-570-878): Efforts to L ocate Surrogate Country Saccharin
Producer (May 12, 2003).

None of the severd financia statements submitted by respondents, Kaifeng, Proctor & Gamble, and
petitioner, provided a satifactory set of financid data. While we agree with dl parties thet the
Department has in the past looked at both the comparability of merchandise and production processin
choosing a surrogate company, the information on the record was not sufficient to identify producers
whose financia statements are gppropriate. Respondents did not provide us with information about the
merchandise they urge the Department to use beyond the most superficid qudities of the product such
astagte and ingedtibility. Nor did the petitioner offer a sufficient argument for using the products it
advocates.
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Thus, we have not used the financid statements for producers of aspirin, salicylic acid, persulfates,
hydrogen peroxide, sugar, glucose, starch, or dyes. Rather, we have used the RBI data for abroad
range of chemica producers.

This Stuation is different than the Stuation in PRC Cold-Ralled where the Department rejected the use
of RBI data In that case, there were financia statements on the record for two Indian cold-rolled stedl
producers. In other words, there were statements on the record for two producers of the same
merchandise* Regarding petitioner’s citation to Glydne, obvioudy the Department would prefer to use
data as close as possible to the subject merchandise, but, asjust explained, in this case we believe the
financia statements offered are not preferable to the RBI data.

As respondents have noted, we have recently used RBI data in two other chemical cases: Sebacic Acid
and Sulfanilic Acid. We aso recently used this datain Notice of Fina Results of Antidumping Duty
Adminidrative Review: Potassum Permanganate from the People' s Republic of China, 66 FR 46775,
Issues and Decision Memorandum, at Comment 20 (September 7, 2001).

Thus, we determine that the RBI datais the only suitable data on the record. Any other choice would
require the Department to choose among severd data sources some of which may not be appropriate
for useinthiscase. Therefore, we have placed the most recent published RBI data for chemica
companies on the record of this investigation, and used it to calculate financid ratios for the find
determination. See Find Factor Vaues Memo.

Comment 10:  Suzhou USA’s Indirect Sdlling Expenses

Petitioner argues that Suzhou improperly excluded 100 percent of its bad debt expenses from reported
indirect selling expenses. However, Suzhou maintains that the bad debt expenses were for sdes made
prior to the POI and for sales unrelated to saccharin; therefore, these expenses should be excluded
from its salling expense cdculation, according to Suzhou. Petitioner replies that Suzhou'scdam s
unfounded, as the Department found &t verification that the customer in question did purchase saccharin
from Suzhou. Furthermore, petitioner maintains that the Department has alway's treated bad debt
expenses, whether they relate to subject or non-subject merchandise, as indirect saling expenses. See

“Petitioner aso cites Find Determination of Sdles a Less Than Fair Vaue: Certain Cut-to-
Length Carbon Sted Plate from the People' s Republic of China, 62 FR 61964, 61969-70 (November
20, 1997) for the same point. However, in that case, we aso had financia statements on the record for
two Indian producers of hot-rolled coil, and other sted products, which were produced by al
respondentsin the production of plate. We also stated in that case a preference for “actual producers
of subject merchandise,” not smply “actua producers.”
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Notice of Find Results and Rescission in Part of Antidumping Duty Administrative Review: Oil Country
Tubular Goods, Other Than Drill Pipe, From Argentina, 68 FR 13262, | ssues and Decision
Memorandum, at Comment 3 (March 19, 2003).

Petitioner notes that the Department aso discovered at verification that Suzhou excluded an amount for
professona fees (for accounting services). Suzhou clams that these fees rdated to last year's
bookkeeping and thus are not related to POI sdles. However, petitioner argues, Suzhou incurs such
professional fees every year; therefore, it is appropriate to include such expenses. As such, petitioner
maintains, for the fina determination, the Department should include these expensesin indirect sdlling
expenses.

Department’ s Pogition: At verification, we determined that a portion of bad debt expenses were related
to sales of subject merchandise. Moreover, expenses booked inside the POI, but incurred before the
POI, areincluded in salling expenses if they are recurring expenses, as opposed to an extraordinary
charge. Inthis case, Suzhou did not disclose the bad debt expenses. We discovered them at
verification. Thus, we were not able to ask questions regarding the nature of this debt before hand, and
Suzhou did not offer any argumentsin its case and rebuttal briefs that these expenses are extraordinary.
Thus, we added bad debt expensesto our indirect saling expense caculation by dividing the totdl
amount of bad debt attributable to the POI by sdes of both subject and non-subject merchandise.®

Regarding fees for professona services, asthese are 0 atype of recurring expense, we included
them in indirect selling expenses, regardless of whether they occurred insde or outside the POI.

Comment 11: Caculation of Suzhou USA’s CEP Prafit

Petitioner argues that the methodology used by the Department in the Prdliminary Determingtion to
caculate congtructed export price (CEP) profit is consstent with its stated practice, as described in the
Department’s Antidumping Manua. More specificaly, petitioner argues, as noted in the Antidumping
Manud, in order to apportion profit according to aratio based on U.S. expenses over total expenses,
as Suzhou argued the Department do earlier in this investigation, “you must know the tota revenues,
costs, sdlling expenses and packing expenses for both the exporting and U.S. markets.” However,
because this investigation involves a NME country, the respondents argue that total revenues, costs,
sling expenses, and packing expensesin the exporting market are not available, so the Department
must use an dternative methodology to derive CEP profit. The dternative methodology, that petitioner
argues the Department correctly applied in the Preiminary Determingtion, calculates CEP profit by

°Suzhou booked bad debt into its financid statements at the end of the fiscd year (outside the
POI). However, this choice was made solely as a matter of completing the books for the year. We
will divide these expenses by two and attribute haf to the POI (the first haf of the calendar year).
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multiplying the per-unit CEP deduction by the surrogate profit rate used in the NV calculaions. It cites
Notice of Find Determination of Sdes at Less Than Fair Vdue:  Bicydes from the People's Republic
of China, 61 FR 19026, 19038-9 (April 30, 1996). Therefore, petitioner argues that no change should
be made to Suzhou's CEP profit caculation for the final determination.

Although Suzhou argued in aministeria error adlegation, submitted to the Department on January 6,
2003, that the Department had incorrectly calculated CEP profit in the Prdiminary Determingtion, it did
not comment on this dlegation further in its case or rebutta briefs.

Department’ s Position: Aswe dated earlier in thisinvestigation, we did not mistakenly dlocate dl profit
tothe U.S. sdles. See Memorandum from Mark Hoadley to Barbara Tillman, Antidumping Duty
Investigation of Saccharin from the People' s Republic of China; Minigterial Error Allegations (January
31, 2003), stating that we would not change our CEP profit calculation from that used in the
Prdiminary Determination \We note that we agree with petitioner that in order to dlocate profit usng a
ratio of U.S. expensesto total expenses, we would have to collect datathat is not usudly collected or
consdered gppropriate for antidumping caculations for a NME producer, specificaly information
regarding cogsin China. Therefore, we will not make any changesto our preliminary profit calculation.

Comment 12: Date of Sde

Shangha Fortune argues that its date of sale should be purchase order/contract date because that is the
date when al the essentid terms of its sales (price and quantity) are definite and firm. In the Prdiminary
Determination, the Department used invoice date as the date of sde for Shanghai Fortune. Shanghai
Fortune claims that at verification the Department verified that the purchase order/contract date is the
date by which the quantity and price are fixed sdes.

Petitioner argues that Shanghai Fortune' s date of sale should remain invoice date. Petitioner points out
that respondents have based their date of sale on both purchase order date and “order confirmation”
date, two completely different documents. Petitioner also argues that Shanghai Fortune' s assertion that
no essentid terms change after the purchase order/ * confirmation” date is not enough to nullify the
Department’ s presumptive policy establishing invoice date as the uniform date of sdle. Moreover,
clams petitioner, contrary to Shangha Fortune' s assertion, a verification the Department noted
changes to the amount of saccharin shipped (an essentia sdes term) after the origind purchase
order/confirmation date.

Department’ s Position: The Department has determined that purchase order date is the most
gppropriate date of sde for Shangha Fortune. According to section 351.401(i) of our regulations, the
Department salects as the date of sde the date that best represents when the materia terms of the sde
are established. While petitioner is correct thet it is the Department’ s preference to base the date of
sde on the date of invoice, if the facts of a case indicate a different date better reflects when the
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materid terms of sde were s, the Department will sdect that dternative date as the date of sde. See
19 CFR § 351.401(i) and Antidumping Duties, Countervailing Duties; Find Rule, 62 FR 27348, 27349
(May 19, 1997). Materid termsinclude price and quantity. Seeid. at 27348, and Notice of Final
Determination of Sales at L ess Than Fair Vaue: Emulsion Styrene-Butadiene Rubber From the
Republic of Korea, 64 FR 14865, 14869 (March 29, 1999).

In the Preliminary Determination, the Department used invoice date as the date of sale for Shanghai
Fortune; however, a verification the Department found that there were no materia changesto the
essentid terms of sale (quantity and price) between the purchase order date and the invoice date. See
Shanghai Fortune Sdles Verification Report, at 5 (“{ The team} found that there were no changesin
materid terms, i.e., price or quantity, between order and invoice date in any of these sdles’). As
discussed in our verification report, the Department did discover at verification that one of Shanghal
Fortune' s sdesincurred a very smdl quantity change, but only as aresult of the clerica converson
between pounds and kilograms, not in the actual measured quantity sold. See Shanghai Fortune Sdes
Verification Report, at 5-6. The Department does not consider thisto be an actua change, asit
resulted only from a converson from pounds to kilograms, representing only an insgnificant difference
in quantity, and did not result in amaterid change in the actud quantity of the shipment. Rather, it was
achange in the unit in which that quantity was measured. See Shanghal Fortune Sdes Verification
Report, at 11-12.

Finally, the Department disagrees with petitioner's argument that a purchase order and a contract are
two different documents in the context of Shanghal Fortunes sales. Reather, at verification, it was clear
that Shangha Fortune used purchase orders or short-term contracts, depending on customer
preference, to set the terms of sale and considered these two documents as serving essentidly the same
purpose in its sales process. See Shanghal Fortune Sdles Verification Report, at 5-6. Therefore, for
the find determination, the Department has determined that purchase order/contract date is the most
appropriate date of sde for Shangha Fortune.

Comment 13: Cadculation Issue: Freight

Petitioner argues the Department erred in its Prdiminary Determination by using the wrong varigble in
the cdculation of domestic inland freight (DINLFTPU) for Suzhou. According to petitioner, the
Department inadvertently used DINLFTWU, representing freight from factory to warehouse in China,
which was properly reported as“0” by Suzhou because it does not have a distribution warehouse in
China. Instead, the petitioner argues, the Department should have used DINLFTPU, because Suzhou
reported freight from its factory to the port of exportation (Shanghai).

Suzhou did not comment on thisissue.

Department’ s Postion We inadvertently used the wrong freight variable in our preiminary caculations.
We used the factory-to-port variable in our find determination.
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Comment 14: Calculation Issue: Converson Error for Ice, Water, and Steam

Petitioner argues that the Department erred in the valuation of ice, water, and steam for Suzhou in its
Preiminary Determination as aresult of conversion errors.

In the preliminary cdculations, the Department used factors for water, steam, and ice reported by
Suzhou in metric tons. However, petitioner points out, the Department’ s Prelim Factor Vadues Memo
states thet the value for water, steam, and ice is an amount per liter.  See Antidumping Duty
|nvedtigation of Saccharin from the People's Republic of China: Factor Vauation Memorandum from
Mark Hoadley, Senior Analyst, Javier Barrientos, Analyst, and Brett Royce, Analyst, through Sally
Gannon, Program Manager, Office VI, to the File (December 18, 2002) (Prelim Factor Vaues
Memo). Asaresult of the Department’ s error, the per-liter surrogate value was improperly applied to
consumption figures reported in metric tons.

Suzhou did not comment on this matter.

Department’ s Position: We agree with petitioner that the surrogate value for water and sleam must be
converted to a per metric ton bass before being applied to the factors for these three inputs. We did
so for the fina determination. However, dl indications in Suzhou' s response are that the factor for ice
isin kilograms. Because one kilogram of water equas one liter of water (see Find Factor Vaues
Memo), no conversion for iceis necessary.

Comment 15: Caculation Issue: Converson Error for Labor

Petitioner argues the Department erred in gpplying the rupee-to-U.S. dollar exchange rate to Shanghai
Fortune s totd labor expenses, causing Shangha Fortune' s labor expenses to be significantly
undergtated. In the preliminary calculations, the Department ca culated Shanghai Fortune' s labor costs
by multiplying the reported usage rates for direct and indirect labor by a surrogate value of $0.84 per
hour. Then, according to petitioner, we incorporated that amount into the Department’s NV
cdculaions. The Department then gpplied the rupee-to-U.S. dollar exchange rate to the entire NV
amount, even though the labor expense was il in dallars.

Shangha Fortune did not comment on thisissue.

Department’ s Position: We agree with petitioner; therefore, for the final determination, we converted
labor expenses to rupees before incorporating the amount into NV.

Comment 16: Cdculation Issue: Discrepancy Between Prelim Factor Vaues Memo and Cdculations
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Petitioner clamsthat, in the preliminary caculations, the Department valued padlets for Suzhou a Rs.
24.43, when the Preim Factor Vaues Memo dates that the value for palets was determined to be Rs.
488.71.

Suzhou did not comment on this matter.

Department’s Podition: This matter does not need to be addressed, as we have recalculated the value
for palets usng new, contemporaneous MSFTI data (we have recaculated al surrogate va ues based
on this more contemporaneous MSFTI data; see Comment 1, above).

Recommendation

Based on our analysis of the comments received, we recommend adopting the above positions. If this
recommendetion is accepted, we will publish the fina weighted-average dumping margin and the find
determination of thisinvegtigation in the Federal Regigter.

Agree Disagree
Jeffrey May
Acting Assstant Secretary

for Import Adminigtration

Date
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