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SUMMARY:

We have analyzed the briefs and rebuttal briefs of interested parties in the 2002/2003
administrative review of honey from the People’s Republic of China (“PRC”). As a result of our
analysis, we have made certain changes from the Preliminary Results. Honey from the People’s
Republic of China: Preliminary Results, Partial Rescission, and Extension of Final Results of
Second Antidumping Duty Administrative Review, 69 FR 77184 (December 27, 2004)
(“Preliminary Results”). We recommend that you approve the positions we have developed in
the “Discussion of the Issues” section of this Issues and Decision Memorandum. Below is the
complete list of the issues in this administrative review:

Changes from the Preliminary Results

General Issues

Comment 1:  Appropriate Surrogate Value for Honey

Comment 2:  Appropriate Surrogate Value for Financial Ratios
Comment 3:  Calculation of the MHPC Financial Ratios

Comment 4: Brokerage and Handling Expenses

Comment 5: Recalculation of Constructed Export Price (“CEP”) Profit
Comment 6:  Calculation of the Surrogate Wage Rate

Comment 7:  Calculation of Assessment and Cash Deposit Rate

Company-Specific Issues
Jinfu-Related Issue:
Comment 8: Classification of Jinfu’s U.S. Sales




Shanghai Eswell-Related Issues

Comment 9:  Calculation of the Assessment Rate for Shanghai Eswell
Comment 10: Classification of Shanghai Eswell’s U.S. Sales

Wuhan Bee-Related Issues

Comment 11: Classification of Wuhan Bee’s U.S. Sales

Comment 12: Use of EP sales for Wuhan Bee

Comment 13: Application of Adverse Facts Available to Wuhan Bee

Background

We published the preliminary results in the 2002/2003 administrative review in the Federal
Register on December 27, 2004. See Preliminary Results. The period of review (“POR”) is
December 1, 2002 through November 30, 2003. We received a case brief from respondents
Zhejiang Native Produce and Animal By-Products Import & Export Group Corp. (“Zhejiang™),
Shanghai Eswell Enterprise Co., Ltd. (“Eswell”), Wuhan Bee Healthy Company, Ltd. (“Wuhan
Bee”), and Jinfu Trading Co., Ltd. (“Jinfu”) (collectively, “respondents”) on May 4, 2005. We
also received case briefs from the American Honey Producers Association and the Sioux Honey
Association (collectively, “petitioners™), on May 4, 2005. The Department rejected respondents’
case brief on May 5, 2005, because the brief contained untimely submitted new information. See
Letter from James Doyle to Bruce Mitchell dated May 5, 2005. Respondents re-filed their case
brief on May 9, 2005. The Department rejected respondents’ case brief again on May 9, 2005,
because the brief contained untimely submitted new information. See Letter from James Doyle
to Bruce Mitchell dated May 9, 2005. Respondents re-filed their case brief on May 10, 2005.
We received a rebuttal brief from the petitioners on May 13, 2005. The Department also
requested comment on a number of issues including the verification of Wuhan Bee’s claimed
U.S. affiliate, the methodology for constructing an export price (“EP”) database for Wuhan Bee
and Shanghai Eswell, additional information with respect to the surrogate value of raw honey,
and calculation of a per-unit assessment and cash deposit rate for the final results. We received
comments from parties on each of these issues.

DISCUSSION OF THE ISSUES:

Changes from the Preliminary Results

Based on the discussions below, we have made revisions to the data used for the final results.
For further details, please see the Zhejiang Final Analysis Memorandum; Eswell Final Analysis
Memorandum; Wuhan Bee Final Analysis Memorandum; and Jinfu Final Analysis
Memorandum, all dated June 27, 2005, which are on file in Import Administration’s Central
Records Unit, room B-099 of the Department of Commerce building.

Comment 1: Appropriate Surrogate Value for Honey

Respondents argue in their case brief* that, for the Preliminary Results, the Department
improperly selected, as the surrogate value for honey, data from an article entitled “Honey sweet
despite price fall,” published by the Tribune (of India) on December 15, 2003 (“Tribune

! See Respondents’ 2" Refiling of Case Brief dated May 10, 2005 (“Respondents’ Case Brief”).



Article”). Respondents assert that, contrary to the Department’s conclusion in the Preliminary
Results, the Tribune Article contains internally inconsistent information. For example,
respondents cite to the fact that the Tribune Article quotes raw honey prices of between Rupees
(“Rs.”) 65 and Rs. 105 per kilogram (*kg.”), while also stating that retail honey varies in price
between Rs. 60 to 100 per kg. Respondents argue that these factors suggest that the true price of
raw honey (per the Tribune Article) ranges between Rs. 40 and Rs. 60 per kg.? Respondents
argue that the price used in the Preliminary Results of Rs. 85 per kg. leads to aberrational results.
Respondents claim that the Department also ignored these inconsistencies in the Tribune Article
in Honey from the People’s Republic of China; Notice of Final Results of Antidumping Duty New
Shipper Reviews, 70 FR 9271 (February 25, 2005) (“NSR Anhui Final Results”).

Further, respondents argue that the Tribune Article provides a price for raw honey for exporters
from only one region of India, Punjab, and does not contain any information on the price
conditions in the country as a whole. Respondents assert that the Tribune Article price cannot be
a countrywide price because the lower price of Rs. 65 per kg. is higher than the raw honey prices
listed in the following sources: “Girijan co-op targets 135-cr turnover” from Hindu Business
Line, dated April 2003 (“Girijan Article™), “Prospects of Bee Keeping in Rubber Plantations of
Kerala” from India Infoline (“Kerala Article”), “In Jharkhand, it’s all about honey, honey” from
The Indian Express, dated February 2003 (“Jharkhand Article), and data from EDA Rural
Systems Pvt Ltd., at http://www.litchihoney.com, dated 2002-2003 (“EDA Data”). Respondents
note that the Department stated in Honey from the People’s Republic of China; Notice of Final
Results of Antidumping Duty New Shipper Reviews, 70 FR 9271 (February 25, 2005), and
accompanying Issues and Decision Memorandum at Comment 1 (“NSR Anhui Decision Memo”)
that the Tribune Article is not regional because an email from the author indicates he is familiar
with other regions. However, respondents maintain that this claim is contradicted by the
Department’s assertion in the instant review that information on the record from the author of the
Tribune Article does not address the Tribune Article.® Respondents argue that the Tribune
Article clearly relates only to prices in Punjab for one period of time rather than a POR, nation-
wide price, as the prices from Northern India contained in the North India Beekeeper’s Society
(“NIBS”) data demonstrate. Therefore, respondents argue, the Department’s conclusion in the
Preliminary Results that the Tribune Article is representative of countrywide prices is
unsupportable.

Respondents also argue that the prices in the Tribune Article have not been corroborated, and
that the Department’s failure to follow up with its initial conversations with the author of the
Tribune Article to confirm its accuracy renders the Tribune Article suspect as a surrogate value.
Further, respondents argue that the prices quoted in the Tribune Article are directly contradicted
by other POR raw honey prices from publicly available sources whose accuracy has not been
called into question. Respondents also maintain that the Tribune Article is contradicted by the
Department’s own research. Respondents disagree with the Department’s assertion in the NSR

2 Respondents base this assertion on their claim that the article states that beekeepers can make money at Rs. 40 per
kg., that beekeepers are complaining of low prices for raw honey, and that retail honey sells for as low as Rs. 60 per
kg. See Respondents’ Case Brief at 2.

% See Memorandum to the File from Case Analysts through James Doyle: Factors of Production Valuation
Memorandum for the Preliminary Results, Partial Rescission, and Extension of Final Results of Second
Antidumping Duty Administrative Review of Honey from the People’s Republic of China, dated December 15,
2004 (“Prelim FOP Memo™) at page 4.


http://www.litchihoney.com/

Anhui Decision Memo at Comment 1 that Mahabaleshwar Honey Producers Co-Operative
Society Ltd. (“MHPC”) honey purchases are comparable to the Tribune Article. Respondents
note that the MHPC annual report states that MHPC pays its members “the maximum rate,” and
that MHPC also purchases honey from its own “Managing Committee,” asserting that these facts
establish that MHPC raw honey prices do not constitute a reliable basis for comparison purposes.
Respondents further argue that MHPC prices represent purchases made at inflated prices and are
therefore not a reliable benchmark, as the Department has determined in prior decisions.*

Respondents further argue that the prices in the Tribune Article are contradicted by Indian export
prices from World Trade Atlas, European import prices from World Trade Atlas, and prices paid
for Indian shipments to various markets from Infodriveindia. Respondents assert that these
prices consist of processed, packed honey, which would include all processing and overhead and
sales, general and administrative (“SG&A”) expenses, and also may include charges from
middlemen. Respondents further note that the Infodriveindia data represent 73% of all Indian
exports under HTS 04090000, which has a weighted average unit value of Rs. 98,309.6 per
metric ton (“MT”) (Rs. 98.31 per kg.). Respondents argue that this value, when adjusted by
costs of processing, packing, overhead, SG&A, profit and freight, can be used to determine a raw
honey price to Indian beekeepers (using the MHPC financial ratios in a manner consistent with
NSR Anhui Final Results) of Rs. 55 per kg.,” and is a value comparable to the average of
respondents’ data sources, and therefore more reflective of India-wide prices.

Respondents argue that the use of the Tribune Article is contradictory to the Department’s
decision in prior reviews to reject a March 2002 article from The Tribune (of India) (“March
2002 article”) written by the same author because the prior article was region specific and
unreliable.® Respondents further argue that the Tribune Article contains the same deficiencies as
the March 2002 article and that the Department’s decisions regarding the earlier article cannot be
reconciled with the decision to use the Tribune Article for these final results. Respondents also
argue that the Tribune Article should not be used to value raw honey because it does not reflect
the costs respondents would incur if they were to operate in a market economy, consistent with
the principle expressed in Air Products and Chemicals, Inc. v. United States, 22 CIT 433, 435
(1998) (“Air Products™). Respondents argue that the author of the Tribune Article states, in the
Tribune Article and in an email, that there had been a spike in prices as a result of the ban on
Chinese exports, noting that this ban would have the opposite effect on Chinese beekeepers.
Respondents argue that, because the use of the higher prices in the Tribune Article include a
162.5% profit on the honey, the more accurate raw honey price in the article is Rs. 40 per kg.

* See Final Results of the First Administrative Review of the Antidumping Duty Order on Honey from the People’s
Republic of China, 69 FR 25060 (May 5, 2004) and accompanying Issues and Decision Memorandum at Comment 3
(“Honey 1* AR Decision Memo”); Final Results of the New Shipper of the Antidumping Duty Order on Honey from
the People’s Republic of China, 68 FR 62053 (October 31, 2003) and accompanying Issues and Decision
Memorandum at Comment 2 (“NSR Wuhan Decision Memo”), where the Department rejected data from
cooperatives because “pricing data may be distorted by non-market forces.”

® Respondents also argue that the total average from Indiainfoline of Rs. 98.31 per kg. (or USD 2078 per MT) can be
used as an alternate normal value pursuant to section 773(c)(2) of the Tariff Act of 1930, as amended (“the Act”),

® See NSR Wuhan Decision Memo at Comment 2, where the Department stated that the raw honey price in the March
2001 article appears to be limited to the northern part of India and had internal inconsistencies, and 1% AR Final
Results at Comment 3, where the Department stated the March 2001 article was based on data from one region.



Respondents argue that the only reliable raw honey data on the record of this proceeding is the
raw honey surrogate value data respondents provided. In their case brief, respondents note that
the overall average of the raw honey prices from the Girijan Article, the Kerala Article, the
Jharkhand Article, and EDA Data, is Rs. 50 per kg. Respondents disagree with the
Department’s decision in the Preliminary Results to reject the Girijan Article, because, contrary
to the Department’s position, there are no countrywide prices on record and the Tribune Article
is internally inconsistent.” Regarding the Kerala Article, respondents argue that the
Department’s decision in the Preliminary Results that the article is unreliable because of its
author’s qualifications is unfounded.® Respondents argue that the Department cannot reject the
Kerala Article because: 1) it has accepted Indiainfoline prices in past reviews; 2) the information
is corroborated by other sources; 3) the fact it was published by a graduate student does not on its
face undermine its reliability; and 4) the Department never attempted to contact the author of the
Kerala Article to verify its reliability. Respondents argue that the Department should, for these
final results, value honey using the average price derived from respondents’ raw honey surrogate
value data, because no evidence has been cited that calls into question its veracity.

Respondents also assert that, should the Department continue to use the Tribune Article for the
final results, prices in the article should be averaged with the prices in the respondent-provided
data, because the prices in the Tribune Article are also from one region, and the most reasonable
method to derive a country-wide price is to calculate an average of all the data on the record.
Respondents argue that averaging all five data sources on the record to derive a raw honey value
is consistent with the Department’s goal to find the most representative value, and the resulting
price is corroborated by the Department’s own research and prices paid by importers during the
POR, when adjusted for manufacturing costs.’

In their rebuttal brief,'® petitioners argue that respondents’ claim that the Tribune Article is
unusable is unsupported by the record and that the Department should continue to rely on the
Tribune Article to value raw honey. Petitioners argue that it is unchallenged that the Tribune
Article is contemporaneous and from a reliable source, noting that The Tribune is a national
publication that often publishes articles on agricultural prices and issues.

" See Certain Frozen and Canned Warm Water Shrimp from the People’s Republic of China: Notice of Preliminary
Determination of Sales at Less Than Fair Value, 69 FR 42654 (July 16, 2004) (“China Shrimp Prelim™) and Certain
Preserved Mushrooms from the People’s Republic of China: Final Results of Sixth Antidumping New Shipper
Review and Final Results and Partial Rescission of the Fourth Antidumping Duty Administrative Review, 69 FR
54635 (September 9, 2004) (“Mushrooms 6" NSR and 4™ AR Final”) (supporting the use of Hindu Business Line as
a source for surrogate values).

8 See Automotive Replacement Glass Windshields from the People’s Republic of China: Preliminary Results of
Antidumping Duty Administrative Review, 69 FR 25545 (May 7, 2004) (“ARG Prelim”) and Tapered Roller
Bearings and Parts Thereof, Finished and Unfinished, from the People’s Republic of China: Preliminary Results of
2001-2002 Administrative Review and Partial Rescission of Review, 68 FR 7500 (February 14, 2003) (“TRBs 01-02
Prelim”) (supporting the use of Indiainfoline as a source for surrogate values).

° See Certain Preserved Mushrooms from China Final Results of First New Shipper Review and First Antidumping
Duty Administrative Review: Certain Preserved Mushrooms From the People’s Republic of China, 66 FR 31204
(June 11, 2001), and accompanying Issues and Decision Memorandum at Comment 5 (“Mushrooms 1% Review
Decision Memo”). See also, Pure Magnesium from the People’s Republic of China: Final Results of Antidumping
Duty New Shipper Review, 63 FR 3085 (January 21, 1998), and accompanying Issues and Decision Memorandum at
Comment 6 (“Magnesium Decision Memo™), where the Department used an average of Metal Bulletin and Iron and
Steel data.

19 See Petitioners’ Rebuttal Brief dated May 16, 2005 (“Petitioners’ Rebuttal Brief”).



Petitioners argue that the Tribune Article is not internally inconsistent or contradictory in nature.
Petitioners assert that the retail prices quoted in the article refer to one city in Northern India,
Doraha, and state that this fact does not call into question the accuracy of the national raw honey
prices, as the Tribune Article quotes a range of raw honey prices over the course of a year and a
range of retail prices at one point in the year. Petitioners assert that the Rs. 40 per kg. figure
cited in the article was a hypothetical number rather than the actual price at which beekeepers
sold honey at any time during the POR. Also, petitioners argue that respondents are making an
incongruent comparison by comparing ranges of national prices to ranges of retail prices in one
location and to a price at which beekeepers can make money. Petitioners argue that respondents
have conceded that the Department has rejected these arguments in the past, and note that there
is no additional evidence on the record that would necessitate a reversal of the Department’s
decision.

Petitioners agree that the author and one of his sources are from the largest honey-producing
region in India, Punjab. However, petitioners argue that the Tribune Article clearly provides
national Indian prices, as the Tribune Article references “Indian beekeepers, especially those in
Punjab,” (emphasis added) which indicates that the article discusses the national market, while
noting that the Punjab region is representative of the Indian market. Petitioners argue that the
range of prices relied upon by the Department in the Preliminary Results, when read in context,
clearly refers to the price of raw honey for export for all of India. Petitioners cite a chart and an
email from Sarbjit Dhaliwal as evidence that the author of the Tribune Article was referring to
raw honey prices in multiple states and the Indian market in general. Petitioners argue that
information on the record further indicates that the Tribune Article prices are national prices.
Petitioners note that, in the NSR Anhui Decision Memo at Comment 1, the Department also
reached the conclusion that these are national prices.

Petitioners further argue that the Department obtained information which confirms the nature and
accuracy of the data in the Tribune Article, contrary to respondents’ claims. Petitioners note that
the emails between Department personnel and the author confirm the national nature of the
article, and that the author is a professional journalist who provided consistent information in
each of these contacts.** Further, petitioners assert that the Department’s research showed that
no additional published sources of information are available. Petitioners also argue that, contrary
to respondents’ requests for further confirmation, the Department may determine the manner in
which it conducts its investigation and the nature of any verification, and that the Department
was not required to conduct any further research. Petitioners note that the handwritten note
referred to by respondents is not informative, as it is not dated, and that the Department was not
required to disclose information on its deliberative process. Petitioners further argue that
respondents’ claim that other information obtained by the Department regarding raw honey
(contained in the Prelim FOP Memo at Attachment 19), does not contradict the Tribune Article.
Petitioners note that, what respondents allege is “contradictory evidence,” is from the author of
another article on Indian honey who states that his knowledge was limited to a specific market in
Madras in 2000, and, petitioners argue, his data was merely speculative. Petitioners also assert
that the price range this author quotes from September 2003 in fact overlaps with the range in the
Tribune Article and is therefore not necessarily inconsistent with the Tribune Article prices.

11 See Prelim FOP Memo at Attachment 19.



Petitioners also argue that export prices provided by respondents do not contradict the Tribune
Article. Petitioners argue that respondents’ calculation of a raw honey price from these data
using an export price is incorrect. Petitioners propose an alternative methodology. Petitioners
note that, if the same methodology were applied using financial ratios derived from Apis
financial statements as respondents request (see Comment 2, below), the resulting price would be
Rs. 88.28 per kg., which is higher than the price in the Tribune Article. Further, petitioners argue
that, because the Infodriveindia data covers only 73 percent of exports, and because it includes
an unknown number and type of additional expenses, it is not possible to determine whether
these data would ultimately support or contradict the Tribune Article, and they therefore should
not be used in place of the Tribune Article.

Petitioners also argue that the Department’s rejection of an earlier article by the author of the
Tribune Article is irrelevant to the utility of the Tribune Article for these final results. Petitioners
note that the earlier article was rejected because it referred only to prices in Northern India,
whereas in this case the Department found that the Tribune Article referred to India-wide prices,
and that authorship by the same individual is irrelevant. Petitioners also assert that the decision
to utilize the Tribune Article was not made in a manner that discriminates against respondents,
and that the record does not support respondents’ claim of bias.

Petitioners further argue that respondents’ allegation that the use of a Rs. 85 per kg. raw honey
value includes “artificially high” profits is improper. Petitioners argue that respondents’ alleged
profit figure is overstated as it results from comparing Rs. 40 per kg. to the highest price in the
Tribune Article. Petitioners also argue that respondents’ request that the Department discount
Tribune Article prices is contrary to the statute, which states that the Department must value
factors of production on the “prices or costs in one or more market economy countries,” (see 19
U.S.C. 1677b(c)(4)), and that the Department must rely on the best information available as to
the actual prices during the period. Petitioners argue that the Department has properly selected
actual prices in India, and that it cannot ignore Indian experience based on potential non-market
economy (“NME”) prices, noting that normal value must be based on surrogate values, rather
than on prices in the PRC. See Id. Further, petitioners claim that the assumption that prices
would have fallen in the PRC is faulty, as the centralized economy in the PRC could have
prevented such a result. Petitioners argue that markets other than India would have experienced
similar price changes. Therefore, petitioners argue, respondents’ objection to using a price series
that reflects high prices is unfounded on both a factual and a legal basis.

Petitioners further assert that none of the articles on the record contradict the Tribune Article or
demonstrate that it is incorrect, contrary to respondents’ assertion. Petitioners claim that the
Girijan Article, the Kerala Article, and the Jharkhand Article are unreliable and represent prices
at the wrong level of trade. Petitioners claim that the prices in these sources appear to be prices
paid to villagers or honey farmers, and not the price paid by honey processors for the honey, and
therefore are not at the same level of trade as purchases by the Chinese producers. Arguing that
the price paid by the processor would be higher due to the middlemen present in the market, *?
petitioners assert that, even if the Girijan Article, the Kerala Article, and the Jharkhand Article
were based on reliable and countrywide data (and asserting that these data are neither), they are

12 petitioners cite to EDA Data.



still unusable as appropriate surrogate values for raw honey.

Petitioners argue that, because the Kerala Article quotes prices from one of the smaller honey
producing areas, it cannot be considered to be representative of the national price of honey in
India. Petitioners assert that the Kerala Article volume includes “sting less bee honey” with an
average price of Rs. 300 per kg., which overstates the quantity of comparable commercial honey.
Petitioners argue that the Kerala Article states that the state of Kerala is “providing training and
Beekeeping inputs at subsidized rates to farmers,” which would likely undervalue these
beekeepers’ sales and result in prices unrepresentative of nationwide prices, claiming that it is
not the Department’s practice to use subsidized prices as surrogate values. Petitioners also note
that the Kerala Article appears to be a business school report, as the Department pointed out in
its Preliminary Results, and that the Department is not questioning the reliability of Infodrive
India generally — but only that of this source. Petitioners argue that the article was also rejected
because it was based on prices of a single cooperative, from a small production region, and is not
necessarily representative of nation-wide prices.

Petitioners further argue that the Department has in previous honey proceedings rejected the use
of the Girijan Article as limited to a single region,*® and that this decision is supported by other
record evidence. Petitioners argue that the Girijan Article itself states that Girijan honey is of
poor quality and collected in forests, and argue that it is not comparable to Chinese honey.
Further, petitioners assert that the prices quoted are for only one company, the Girijan Co-
operative Corporation (“GCC”) from a very small state, and therefore clearly are not national
prices.* Petitioners argue that consistent with NSR Anhui Decision Memo at Comment 1, the
Department should continue to reject the Girijan Article

Petitioners further assert that the two additional sources placed on the record by respondents, the
Jharkhand Article and the EDA Data, are also unreliable as surrogate values for honey.
Petitioners note that the Jharkhand Article quotes a price paid to a single producer and the
Department has repeatedly rejected such articles.® With respect to the EDA Data, petitioners
note that the prices are from one area of India, but overlap the range in the Tribune Article,
noting that this is likely due to the presence of middle men discussed in the distribution system
detailed in the EDA Data. Thus they argue, the EDA Data are comparable to those in the
Tribune Article.

Petitioners argue that the flaws contained in each of respondents’ data sources make the sources
unacceptable for valuing honey for the final results, and that, therefore, these data do not
represent quality and reliable data (see Honey 1% AR Decision Memo at Comment 3). Petitioners
allege that respondents’ raw honey data supports the use of the Tribune Article, noting that once
middleman markups are added, the respondents’ articles would be at the appropriate level of
trade. Petitioners assert that, when respondents’ claimed middleman markup of 39 percent (see

3 In support of their position, petitioners cite Honey from the People’s Republic of China: Notice of Final Results
and Final Rescission, In Part, of Antidumping Duty New Shipper Review, 69 FR 64029 (November 3, 2004)
(“Honey 3 NSR Final”), and the Prelim FOP Memo at 4.

! Respondents also argue that the Tribune Article states that Punjab produces 42,000 MT of honey and Bihar
produces 4,000 MT, though the Department, as discussed below, believes this assumption to be incorrect.

15 See Prelim FOP Memo and included case citations.



Respondents’ Case Brief at 12) is added to the prices in the Kerala Article, Girijan Article, and
Jharkhand Article, the results are prices from Rs. 65 to Rs. 142, corroborating the Tribune
Article prices. Petitioners argue that the Department is required to base its determinations on the
weight of substantial record evidence,® irrespective of the possibility of multiple interpretations
of this evidence,'” noting that the Department has considered and rejected the Girijan Article and
Kerala Article, and the Jharkhand Article, and further argue that the EDA Data are no more
reliable. Petitioners further assert that the Department therefore cannot use respondents’ data for
the final results in place of the Tribune Article because these data do not detract from the
substantial evidence relied upon in the Preliminary Results. Moreover, they argue, an
inconsistency would not compel a different outcome.

Petitioners also argue that respondents’ raw honey data are not appropriate independent sources
for valuing raw honey because they are regional in nature and the Tribune Article is a reliable
national raw honey price. Petitioners argue that respondents’ data should not be averaged with
the Tribune Article, as averaging does not alleviate its flaws and the Department’s acceptance of
the Tribune Article as a national price removes the need for averaging. Therefore, petitioners
argue that the Department should continue to rely on the Tribune Article exclusively for the final
results.

In response to the Department’s placing on the record additional factual information with respect
to the EDA Data,™® petitioners argue in their comments™® that the EDA Data are not national in
scope and cannot be used by the Department to derive a surrogate value for raw honey, as they
are from only three districts in one state in India, Bihar. Petitioners do maintain that EDA Data
may be used to verify the accuracy of the Tribune Article price.? Petitioners also note that,
because the EDA prices are those paid to the beekeeper (i.e., without middleman markups), the
prices paid by the processor purchasing from middlemen would be even higher, and therefore
consistent with the value relied upon in the Preliminary Results.

Respondents argue in their rebuttal comments to the EDA Data Memo that the EDA Data should
be used in conjunction with their other data to derive a raw honey value. Respondents further
argue that petitioners’ analysis of the production and sale time periods is incorrect, arguing that
the prices of Litchi Honey in 2003 were Rs. 45 per kg. rather than Rs. 76 per kg. Respondents
claim that petitioners’ method of averaging the raw honey prices in EDA Data is incorrect in that
it ignores the price of Rs. 62 per kg., whereas a correct methodology would incorporate this price
yielding an average of Rs. 75 per kg. Respondents also argue that petitioners’ claim that the

16 See Suramerica de Aleaciones Laminadas, C.A. v. United States, 44 F.3d 978,985 (Fed. Cir. 1994) (“Suramerica”)
(quoting Universal Camera Corp v. NLRB, 340 U.S. 474, 488 (1951), which states “the substantiality of evidence
must take into account whatever in the record fairly detracts from its weight”).

17 See Suramerica quoting Universal Camera Corp, 340 U.S. at 487; Matsushita Elec. Indus. Co. v. United States,
750 F.2d 927, 933 (Fed. Cir. 1984) (“Matsushita’’); and Mitsubishi Heavy Indus., Ltd. v. United States, 275 F.3d
1056, 1062 (Fed. Cir. 2001) (“Mitsubishi 2001") (citing Matsushita, 750 F.2d at 933).

18 See Memorandum to the File from Anya Naschak, dated May 23, 2005 (“EDA Data Memo”).

19 See Petitioners’ Comments Regarding Use of the New Factual Information on Raw Honey Prices Incorporated by
the Department, dated May 25, 2005 (“Petitioners Honey Comments”).

% petitioners constructed two charts supporting their claim, one that lists prices ranging from Rs. 62 to Rs. 87 per
kg. for each month of the POR, based on the dates and types of raw honey included in the EDA Data Memo at
Attachment 1, and one demonstrating that the weight averaged price would be Rs. 78.20 per kg.



prices in EDA Data should be inflated to account for middleman costs is incorrect.
Department’s Position:

We agree with respondents, in part, that the Department should revise its valuation of raw honey
for the final results and no longer rely upon an average of the values contained in the Tribune
Article. We find that the EDA Data placed on the record by respondents constitutes the best
available information with which to value raw honey for this POR. Accordingly, we find that an
average of the POR prices appearing in the EDA Data is the most reflective of raw honey prices
in India during the POR. We explain these findings below.

In valuing factors of production, section 773(c)(1) of the Tariff Act of 1930, as amended (“the
Act”) instructs the Department to use “the best available information” from the appropriate
market economy country. In choosing the most appropriate surrogate value, the Department
considers several factors, including the quality, specificity, and contemporaneity of the source
information. See, e.g., Fresh Garlic from the People’s Republic of China: Final Results of
Antidumping Duty New Shipper Review, 67 FR 72139 (December 4, 2002), and accompanying
Issues and Decision Memorandum at Comment 6 (“Garlic Decision Memo”). Stated differently,
the Department attempts to find the most representative and least distortive market-based value
in the surrogate country. See Mushrooms 1** Review Decision Memo at Comment 5. The
Department undertakes this analysis on a case-by-case basis, carefully considering the available
evidence in light of the particular facts of each industry. As further noted in the Garlic Decision
Memo, the Department prefers, whenever possible, to use countrywide data, and only resorts to
company-specific (or regional) information when countrywide data is not available. In addition,
the Department prefers to rely on publicly available data. See Freshwater Crawfish Tail Meat
from the PRC: Final Results of Antidumping Duty Administrative Review and New Shipper
Reviews, and Final Partial Rescission of Antidumping Duty Administrative Review, 66 FR 20634
(April 24, 2001) and accompanying Issues and Decision Memorandum at Comment 2
(“Crawfish 2001 Decision Memo™).

In the Preliminary Results, in accordance with its established practice and consistent with
previous segments of this honey proceeding, the Department determined that the Tribune Article
constituted the best information available for purposes of valuing raw honey. Although we
continue to find the Tribune Article a reliable source for valuing raw honey, we find that the
EDA Data, placed on the record by respondents after the Preliminary Results, constitute a more
appropriate surrogate value source for this POR.?! In selecting the EDA Data, the Department
determines that the raw honey pricing data in this article is the best information currently
available because it is publicly available, quality data, specific to the raw honey beekeeping
industry in India, and contemporaneous with the POR.

We note that the EDA Data are from a published, publicly-available source, the website,
www.litchihoney.com. With respect to quality, we find that the EDA Data source is highly

21 Although the Department received extensive comments by respondents on reasons why the Tribune Article is not
an appropriate source for surrogate values, a premise with which the Department does not agree, we are not
addressing their comments in this memorandum. Because we are not using the Tribune Article for these final
results, we find respondents’ arguments to be moot as to this POR.

10


http://www.litchihoney.com/

documented, including numerous specific price points over a six year period for multiple types
of honey from many suppliers, and includes detailed information on production, inputs, and
beekeepers. Regarding specificity, we note that the prices quoted in the EDA Data are specific
to the raw honey beekeeping industry in the state of Bihar in India. The Tribune Article as well
as independent honey research conducted by the Department included in the Prelim FOP Memo
at Attachment 19 indicate that Punjab is the largest honey producing state in India, followed by
Bihar. The Tribune Article appears to include a typographical error in terms of honey production
in various Indian states where it notes that Punjab produces “42,00 tonnes” of honey. Based on
other correspondence with the author of the Tribune Article in which he indicates that Punjab
produces about 5,000 tonnes, it is clear that the Tribune Article should have read *“4,200 tonnes.”
Thus, we infer that the Tribune Article states that Punjab produces 4,200 MT of honey and Bihar
produces 4,000 MT, out of a total Indian production of around 50,000 MT. See Tribune Article.
Bihar is therefore a significant producer of honey in India. With regard to contemporaneity, we
find that EDA Data is contemporaneous to this administrative review, because it is based on
correspondence with a staff member at EDA Rural Systems Pvt. Ltd.,? and it includes monthly
data points over a majority of the POR.

With respect to petitioners’ argument that the EDA data is not the best information available
because it does not represent complete countrywide data, we note that the Department’s decision
as to which information constitutes the “best available information” is case specific and turns on
the facts of each case.”® The Department may not always be able to find surrogate values that
satisfy each of the preferences listed above. Nevertheless, it is the Department’s practice to
choose among the available surrogate value options and select that which is the best. See
Crawfish 2001 Decision Memo at Comment 2. We note that petitioners have not asserted that
the EDA Data are in any way inaccurate or unreliable, and in fact they state that the EDA Data
can be used to verify the accuracy of their own article. Respondents also support the use of the
EDA Data. In addition, the prices quoted in the EDA Data are clearly from the second-largest
honey producing region in India, and are corroborated by other data on the record.?* Therefore,
the Department finds the EDA Data to be representative of raw honey prices in India.

Although petitioners argue that the Tribune Article represents a countrywide price in India, in
this instance (and as stated in NSR Anhui Final Results) we note that the Tribune Article does not
state conclusively whether it refers to an India-wide price or the price for Punjab alone (as
respondents have alleged). Although the Department notes that the author indicated that he
collects raw honey pricing information from a broader area than the state of Punjab and is
familiar with honey production in India as a whole (see Prelim FOP Memo at Attachment 19),

22 \We note, however, that there is no requirement that the Department contact the author of potential surrogate
sources.

28 Although we have determined, in prior segments of this proceeding, that prices in a single region of India are less
representative than country-wide prices (see Honey from the PRC: Issues and Decision Memorandum of the Final
Determination of Sales at Less than Fair Value, 66 FR 50608 (October 4, 2001) and accompanying Issues and
Decision Memorandum at Comment 3 (“Honey Investigation Decision Memo™) at Comment 4, we note that the
Department makes an independent determination of what constitutes the “best information available” during each
segment of a proceeding.

% In the Prelim FOP Memo at Attachment 19, K. Sarangarajan quotes raw honey prices up to Rs. 75 per kg., and
Ms. Phookan quotes raw honey prices in India of Rs. 110 per kg., and the Tribune Article quotes prices of between
Rs. 65 and Rs. 105 per kg.
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there is no concrete evidence to indicate what particular states or regions the prices quoted in the
Tribune Article represent. The Department finds it conceivable that the raw honey prices in the
Tribune Article were obtained from the same source as the March 2002 article written by the
author, which was based on prices from one market in Punjab.?® While the Department agrees
with respondents that the data in the Tribune Article may be regional data, the Department does
not agree with respondents that the Tribune Article is unusable as a source for valuing raw
honey. Instead, we have determined that the EDA Data, on the record for the first time in this
proceeding, are a more appropriate source.

The Department has determined for these final results that the EDA Data are the “best available
information available” for this POR because they are more detailed and more reliable than the
data in the Tribune Article. As an initial matter, we note that the Tribune Article may represent
data from a state only slightly larger than that represented by the EDA Data, and therefore the
EDA Data are as representative as the prices in the Tribune Article. However, the Department
also finds that the EDA Data are more detailed in that they contain multiple price points over
discrete periods of time for specific types of honey and contain exhaustive information on the
source of these data. The Department determines for these final results that the EDA Data are a
more reliable source to value raw honey because the Department finds that the data collection
methods for the EDA Data are documented with respect to data sources, distribution, and
collection practice.

The Department has evaluated the other potential sources for valuing raw honey placed on the
record of this proceeding. None of these other potential sources is as reliable or otherwise as
appropriate for surrogate value purposes as the raw honey values appearing in the EDA Data.
Specifically, the Girijan Article, while contemporaneous with the POR, is not reliable because:
1) the information is based on data provided by GCC, an Indian cooperative, and represents the
experience of only one producer; and 2) the Department has rejected this data in previous
segments of this proceeding because it was “not obtained from publicly available sources and
may not be representative of country-wide prices in India.” See NSR Anhui Decision Memo at
Comment 1. As noted in the Prelim FOP Memo, “a single input price reported by a surrogate
producer may be less representative of the cost of that input in the surrogate country.” See 19
CFR 351.408. Rather, the Department prefers to use a publicly available price that reflects
numerous transactions between many buyers and sellers, because the experience of a single
producer is less representative of the cost of an input in the surrogate country. See Antidumping
Duties; Countervailing Duties: Final Rule, 62 FR 27296, 27340 (May 19, 1997) (“Final Rule”).
In the instant review, respondents have placed on the record no new compelling evidence that
would indicate that the Department’s conclusions in the preliminary results of this review, and in
prior reviews, were unfounded with respect to the Girijan Article, and we find no compelling
reason to reverse our decision reached in the Honey 3™ NSR Final and NSR Anhui Final Results
that the Girijan Article is unreliable as a source for valuing raw honey.

Regarding the Kerala Article, in the Preliminary Results, the Department found it unreliable.
See Prelim FOP Memo. Specifically, we noted that the Kerala Article appears to be nothing
more than a school paper written by a first-year business student and posted on the “Business
School” section of the website with no additional information on the author’s qualifications or

5 See Prelim FOP Memo at Attachment 19 at 3.
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the sources of his information. Although respondents argue that the Department should accept
this article as being as probative as the EDA Data with respect to the price of raw honey in India
during the POR, respondents did not place any information on the record of this review
addressing the Department’s concerns regarding the Kerala Article’s origins. While the Kerala
Article may be of some probative value, the considerations above result in the Department
according it less weight than the EDA Data, which were collected and published by a business
entity based on the experience of numerous beekeepers in a state with a large volume of honey
production. Therefore, consistent with the results of Honey 3™ NSR Final and NSR Anhui Final
Results, the less-than-fair-value investigation, and with our normal practice, we continue to reject
the raw honey data in the Kerala Article because there is no information on the record in this
proceeding regarding the article’s reliability, and because the EDA Data are a better source with
respect to the quality and specificity of data.

With respect to the Jharkhand Article, the Department notes that the article on its face states that
the prices quoted are limited to a single beekeeper that only produces 1.5 MT of honey per year,
and that the Jharkhand Article was rejected as unreliable in Honey 3" NSR Final. Although
respondents argue that the Department should accept this article as being as probative as the
EDA Data with respect to the price of raw honey in India during the POR, the exceptionally
limited nature of these data renders them unrepresentative of Indian prices as a whole in
comparison with the broader EDA Data. Therefore, consistent with the results of Honey 3™ NSR
Final and NSR Anhui Final Results, the less-than-fair-value investigation, and with our normal
practice, we continue to reject the raw honey data in the Jharkhand Article because they are not
representative of countrywide prices in India, and because there is no information on the record
in this proceeding regarding the article’s reliability.

Respondents argue that the Department should average the values contained in all of their raw
honey source data, including the Girijan Article, the Kerala Article, the Jharkhand Article, and
the EDA Data. As noted above, the Department finds that the EDA Data are the most reliable
information on the record, and adequately represent prices for the country. Averaging prices
from an article that is reliable with those from potentially unreliable sources would undermine
the integrity of the prices quoted in the EDA Data. We note that the Girijan Article, the Kerala
Article, and the Jharkhand Article either quoted prices from single producers, or contain data
from unknown origins, which should not be considered comparable to those of the EDA Data.
Because the EDA Data represent raw honey prices in the Indian state with the second largest
honey production in India, averaging the EDA Data average price with those of a single producer
or of unknown origin would improperly bias the average toward the experience of the single
producer.?® Further, the Department previously determined in Honey 3™ NSR Final and NSR
Anhui Final Results that such an average was “not reliable.” In the instant review, we continue
to find that the Girijan Article, the Kerala Article, and the Jharkhand Article are unreliable
sources for valuing honey. Diluting the efficacy of the EDA Data by averaging its prices with
those contained in the Girijan Article, the Kerala Article, and the Jharkhand Article would result
in less, rather than greater, accuracy in these final results, and, therefore, we decline to do so.

Finally, with respect to the level of trade arguments raised by the parties, we note that the

%6 \We also note that a weight averaged price would not be feasible or recommended in this case, as we do not have
reliable data on the record which would provide a basis for the weighting of the different articles’ prices.
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Department does not have sufficient information available to address either the substance or
relevance of these arguments with respect to the articles on the record. There is no clear
information on the level of trade reflected in the prices listed in the articles on the record, and we
note further that some of the respondents claim to purchase raw honey from both beekeepers and
honey traders,?’ therefore precluding any meaningful level of trade comparison analysis.
Therefore, for these final results, we are not able to construct a level of trade analysis with
respect to the surrogate value for raw honey and respondents’ actual purchasing experiences, nor
do we believe it appropriate to do so.

In deriving a methodology by which to calculate the appropriate raw honey surrogate value using
the EDA Data, we reviewed parties’ comments on the issue. Petitioners note raw honey prices
for Tori for December 2002 — January 2002, prices for Litchi for March 2003 — April 2003, and
Karanj from May 2003 — June 2003, and from this basis calculate both a simple and weighted
average POR honey value. Respondents, on the other hand, claim that the prices in fact
correspond to a period one year later than petitioners allege. The Department notes that
respondents’ claim that the Rs. 87 per kg. price for Karanj is in fact for May 2004 — June 2004 is
in direct conflict with their request in their case brief at 14, where they suggest that the
Department should use these figures in the POR average. A plain reading of the email from
Ashok Kumar, contained in the EDA Memo, indicates that the figures listed for 2002 — 2003 on
the chart for Tori honey would be December 2002 — January 2003. Therefore, the Department
agrees that petitioners’ reading of the data is consistent with the EDA Data Memo.

In conclusion, because we find that the EDA Data are the best available information for valuing
the factor of raw honey, we have utilized a weight averaged price, using the price and quantity
for each type of honey contained in the EDA Data, adjusting for inflation when necessary (as in
the case of the October 2002 Sarguja honey price point) to value raw honey for these final
results.?® We based the time periods and types of honey on the information contained in EDA
Data Memo from the website and the information provided by the EDA Rural Systems staff
member, arriving at a POR average raw honey value of Rs. 74.90 per kg.

Comment 2: Appropriate Surrogate Value for Financial Ratios

Respondents contend that for the final results the Department should base the surrogate financial
ratios only upon the 2003-2004 financial statements of Apis (India) Natural Products (“Apis”).
Respondents note that in the Preliminary Results the Department relied upon the 2002-2003
financial statements from MHPC because there were no other financial statements on the record.
Respondents explain that after the Preliminary Results they placed both the Apis financial
statements and the 2003-2004 MHPC financial statements on the record.

Respondents contend that the MHPC financials lack critical information necessary for the
Department’s ratio calculation. Specifically, respondents contend that the MHPC financials do
not provide a figure for raw materials or a credible profit figure. Respondents claim that the
Department and all interested parties have had difficulty with the unconventional format of

%" See Shanghai Eswell’s Supplemental Questionnaire Response dated May 13, 2004, at page 4.
%8 For a detailed discussion of the calculation of this surrogate value see Memorandum to the File from Case
Analysts: Factors of Production Valuation Memorandum for the Final Results, dated June 27, 2005.
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MHPC’s financial statements in past honey proceedings, and that as a result, the Department has
made certain assumptions in order to ascertain the raw honey consumed and the profit figure.

Respondents contend that MHPC’s financial statement does not provide a closing inventory
value and the methodology used by the Department assumed that MHPC had no ending
inventory at all. Respondents argue that, the use of a “last in, first out” (“LIFO”) inventory
methodology makes no sense in the case of a perishable product like honey. Respondents assert
that the lack of information about the closing inventory renders the entire financial statement
unusable. Respondents state that, in a previous case, the Department rejected the use of a
financial statement that did not allow for the calculation of raw materials cost. See Notice of
Final Determination of Sales at Less Than Fair Value: Certain Preserved Mushrooms from the
People’s Republic of China, 63 FR 72255 (December 31, 1998) (“Mushrooms Final
Determination”). Respondents explain that in the mushrooms case the Department rejected
financial statements because packing information was included in the materials consumption
figure.

Additionally, respondents contend that the profit used by the Department in the Preliminary
Results was not based on the profit in MHPC’s financial statement. Respondents state that the
Department has calculated a “hypothetical” profit by deducting the cost of production, packing
and transportation from the reported net sales value. Respondents claim that the calculated profit
figure is further distorted by the fact that it is based on an extrapolated raw honey consumed
figure. Respondents state that, in almost all other cases involving NMEs, the Department
calculates the profit ratio based on the profit actually reported in the surrogate company’s
financial statements.

Furthermore, respondents argue that MHPC’s financial statements should not be used as the
basis for the surrogate financial ratios because MHPC is a cooperative and does not operate as a
true market entity. Respondents contend that MHPC’s payments to its members for raw honey
are inflated and its loans to its members are not always repaid on time. Respondents also assert
that the MHPC financial statements are distorted by the costs associated with the fruit canning
and processing division. Respondents claim that in the past the Department has rejected the use
of surrogate companies that produced a significant amount of non-subject merchandise. See e.g.
Mushrooms Final Determination.

Finally, respondents argue that the financial statements of Apis are the most representative of the
financial experience of the Chinese honey producers. Respondents contend that the Apis
financial statements are free from distortions. Respondents also maintain that the Apis financial
statements are based only upon its honey operation and that Apis is a true market economy
honey producer. Respondents state that Apis produces and sells significant quantities of export
quality honey and publishes an Annual Report, which conforms to the standard format of Indian
financial statements that the Department relies upon in other NME proceedings. Respondents
argue that the Department should rely on the Apis financial statements exclusively, but that if the
Department continues to use the MHPC financials, it should average the MHPC ratios with the
financial ratios based on the Apis financials.

Petitioners argue that the Department should use the 2003-2004 MHPC financial statements
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exclusively for the final results. With respect to respondents’ concern about the use of an
extrapolated raw materials cost, petitioners claim that the Department has calculated a
denominator that pertains only to subject merchandise and reflects only the market value of raw
honey. Petitioners further argue that the value of the raw honey in the Tribune article
corroborates the reasonableness of the Department’s use of a LIFO analysis of MHPC’s raw
material consumption.

Petitioners also assert that the Department calculated an actual profit for MHPC Honey Sales and
not a hypothetical profit as claimed by respondents. Petitioners argue that the Department’s
profit calculation is consistent with section 773A(f)(1)(A) of the Act, which permits the
Department to allocate costs and make adjustments where the reported costs do not reasonably
reflect the costs associated with the subject merchandise. Additionally, petitioners argue that the
MHPC results are not distorted by non-market forces. Petitioners insist that respondents are
incorrect in their assertion that members of a cooperative are affiliated. Petitioners assert that the
value that any cooperative members receive is based on the Indian market economy. Petitioners
further argue that the respondents have not quantified the degree to which loans to the members
would distort the financial ratios and that almost all companies have provision for bad loans.

Petitioners disagree with respondents’ claim that the MHPC annual report is flawed due to the
inclusion of the fruit canning division’s financial performance. Petitioners assert that the
Department’s methodology includes profits only from the honey processing division and
excludes all joint costs, including fruit processing costs, of which there are only a few.
Petitioners assert that, even if the fruit processing depreciation costs were higher than that for
honey processing, applying any joint costs only against honey profit, rather than total profit,
would result in an increased underestimation of honey processing profit. Finally, petitioners
contend that the Department could allocate shared costs between fruit and honey, but that this
would create only slightly lower honey-only fixed overhead and SG&A numerators, which
would increase the honey-only profit ratio.

With respect to the use of the Apis data, petitioners argue that the Apis data are not publicly
available and represent a partially disclosed annual report from a privately held company.
Petitioners state that it is the Department’s policy to only use publicly available data and
therefore the Apis data should not be used for the surrogate financial ratios.

Petitioners contend that the Apis data are incomplete and include no notes, auditors’ report,
shareholder’s report or complete schedules which were placed on the record. Petitioners argue
that the Apis data are unreliable for purposes of calculating surrogate values, because the values
would likely be distorted without using the full report. Petitioners also argue that, without the
full data for Apis, the difference in the data for subject and non-subject merchandise cannot be
fully accounted for. Furthermore, petitioners claim that Apis is primarily an exporter, and that,
as such, Apis is not representative of the surrogate market or a preferable surrogate. Petitioners
assert that domestic Indian honey sales, and their associated overhead, SG&A, and profit level,
are the elements that are important when creating surrogate financial ratios. Petitioners argue
that profits should be based on sales of honey in India and therefore the Apis data should not be
used.
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Department’s Position:

We agree with petitioners that the 2003/2004 MHPC financial statements are the best source for
valuing the surrogate financial ratios in this review. Under NME methodology, when these are
deemed reliable, it is the Department’s established practice to select the most contemporaneous
surrogate values to value the factors-of-production and financial ratios. See Preliminary
Determination of Sales at Less Than Fair Value: Tetrahydrofurfuryl Alcohol from the People’s
Republic of China, 69 FR 3887, 3892 (January 27, 2004). Moreover, for valuing factory
overhead, SG&A, and profit, the Secretary normally will use non-proprietary information
gathered from producers of identical or comparable merchandise in the surrogate country. See
19 CFR 351.408(c)(4). For the reasons discussed below, we find that the 2003/2004 MHPC
financial statements are the best available information for valuing financial ratios.

In the Preliminary Results, the Department relied on the 2002/2003 MHPC financial statements.
On January 18, 2005, respondents placed on the record of this review the 2003-2004 MHPC
financial data. On January 27, 2005, respondents placed on the record of this review the Apis
financial data. The last page of respondents’ submission includes a letter from Apis to an
international trade consultant responding to the consultant’s request for the Apis financial data
that is included in respondents’ submission.

As an initial matter, the Department agrees with petitioners that the surrogate source proposed by
respondents (i.e., the Apis financial statement) is not a reliable source for calculating the
surrogate financial ratios because it is neither complete, nor sufficiently detailed to provide a
reliable source for surrogate values. In valuing factors of production, section 773(c)(1) of the
Act instructs the Department to use “the best available information” from the appropriate market
economy country. In choosing the most appropriate surrogate value, the Department considers
several factors, including the quality, specificity, and contemporaneaity of the source
information. See, e.g., Garlic Decision Memo at Comment 6. Stated differently, the Department
attempts to find the most representative and least distortive market-based value in the surrogate
country. See Mushrooms 1° Review Decision Memo at Comment 5. The Department undertakes
this analysis on a case-by-case basis, carefully considering the available evidence in light of the
particular facts of each industry.

With respect to quality, we find that MHPC is a better source of data than Apis because the
MHPC materials include a complete annual report, an auditors report, and complete profit and
loss and business statements that segregate MHPC’s honey and fruit canning businesses. With
respect to specificity, we note that MHPC is a honey processor in India, and the financial
statements include details on MHPC’s costs and revenues related to its honey processing
business. The MHPC statement is also contemporaneous to the POR, as discussed below. In
contrast, we find that the Apis statement does not include any auditor notes, nor does it appear to
include complete schedules or details on Apis’ operations. Therefore, we are not using the Apis
data because we determine that it is not as reliable or detailed as that of MHPC, and because we
have other publicly available information which meets the Department’s criteria for data on
which to base the surrogate financial ratios.

Regarding the use of the MHPC data, we disagree with respondents’ assertions that these data
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are unusable. Although we do not contest respondents’ assertions that the Department has made
certain assumptions in order to ascertain the raw honey consumed figure and the profit figure, we
do not find that these factors alone make the data unusable. In calculating the raw honey
consumption value and the profit figure, the Department relied on the same methodology used in
prior honey proceedings (the initial investigation, the first review, and multiple new shipper
reviews) to derive the surrogate financial ratios from the MHPC financial data. The profit value
referenced in MHPC’s financial statements is the profit for MHPC as a whole, includes other
sources of profit and/or loss (e.g., fruit canning division and interest/dividend income), and thus
it would be improper to apply it to expenses that pertain only to MHPC’s honey processing
division. Further, we note that the Court of International Trade (“CIT”) has upheld the
Departments’ calculation of the surrogate profit ratio for MHPC in Final Results of the New
Shipper of the Antidumping Duty Order on Honey from the People’s Republic of China, 68 FR
62053 (October 31, 2003), noting there are no “restrictions on Commerce’s decision to analyze
profit figures and make a single adjustment” and that “it was reasonable for Commerce to
recalculate MHPC’s profit based on its examination of the financials.” See Wuhan Bee Healthy
Co., Ltd v. United States, Slip Op 05-65 (CIT 2005), at 19. Thus, consistent with our prior
practice, we calculated a profit value without reference to the absolute profit figure listed in the
financial statement. This methodology is consistent with section 773A(f)(1)(A) of the Act,
which permits the Department to allocate costs and make adjustments where the reported costs
do not reasonably reflect the costs associated with the subject merchandise.

As noted by respondents, the MHPC financial statement does not include a raw material cost for
honey. Accordingly, it was necessary for the Department to extrapolate the raw material honey
cost. This raw material cost was derived by dividing the total cost of honey by the quantity
purchased and then multiplying this figure by the sum of the quantities sold and lost during
production. Respondents charge that the Department’s methodology improperly assumes a LIFO
inventory methodology, which respondents maintain is unreasonable given that honey is a
perishable product. However, respondents themselves acknowledge that the MHPC’s financial
statements provide no indication of the inventory valuation method used by MHPC. Moreover,
respondents have cited no specific evidence that the derived MHPC raw material cost of honey is
distortive. In fact, as noted by petitioners, the average value of the raw honey in the Tribune
Article (Rs. 85 per kg.) corroborates the reasonableness of the Department’s use of a LIFO
analysis of MHPC’s raw material consumption, where the average value of raw honey is Rs.
88.28 per kg. Accordingly, we continue to find that the methodology used by the Department to
determine a raw material cost for honey is reasonable.

Because MHPC is in the business of buying raw honey from its members and selling processed
honey to its customers, we also find that MHPC’s financial statement is specifically reflective of
the production experience of an Indian honey producer. Moreover, we determine that MHPC’s
financial statements are narrowly tailored to subject merchandise. Respondents suggest that,
because MHPC’s business includes non-subject operations, the data should be discredited. In the
Mushrooms case cited by respondents, contrary to respondents’ claim, the Department rejected
two out of three available financial statements because one financial statement included a higher
proportion of non-subject operations than the other financial statements, and in the other the
materials total included an amount for packing materials that was nearly as large as raw
materials. In this case, in contrast, the total asset value of non-subject operations accounts for
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only 16.71 percent of MHPC’s total asset value,?® and packing materials are separately itemized.
Moreover, as noted above, the Department has calculated a profit only from the honey
processing division. Finally, with respect to respondents’ assertion that MHPC does not operate
as a true market entity because it is a cooperative, we disagree. Other than to note that loans to
its members are not always repaid on time, which is not unusual in that many companies have
provisions for bad loans, respondents have not cited evidence that supports their claim that
MHPC’s results are distorted by non-market forces.

Thus, we continue to find that MHPC meets the criteria relied on by the Department in selecting
appropriate Indian surrogate data with which to value financial ratios. Although we have both
MHPC 2002/2003 and 2003/2004 financial data on the record, we determine the 2003/2004
financial data are more contemporaneous because they cover eight months of the POR, whereas
the 2002/2003 financial statements cover only four months of the POR. Therefore, in
accordance with section 773(c)(1)(B) of the Act, we determine that MHPC’s 2003/2004 financial
statements are the best available information on the record of this review. Accordingly, we will
rely on MHPC’s 2003/2004 financial statements in calculating the surrogate ratios for factory
overhead expenses, SG&A expenses, and profit in these final results.

Comment 3: Calculation of the MHPC Financial Ratios

Respondents argue that, if the Department uses the MHPC data to value the financial ratios, the
Department should revise its calculation of the ratios for the final results. Respondents argue
that the Department improperly included “honey sales commissions,” in the calculation of the
SG&A ratio, asserting that the Department has a statutory mandate to deduct the commissions.
See section 772(d)(1)(A) of the Act. Respondents note that, in market economy cases, the
Department adjusts both CEP or export price (“EP”), and constructed value (“CV”) for
commissions to avoid double counting.*® Respondents argue that the Department is required to
apply the same “reasonable” methodology in NME proceedings based on the CIT decisions in
Hebei Metals & Minerals Import & Export Co. v. United States, 2004 Ct. Intl. Trade LEXIS 89
(“Hebei) and Holmes Products Corp. v. United States, 795 F. Supp. 1205 (CIT 1992)
(“Holmes”). Respondents note that the Department has deducted expenses from the surrogate
SG&A value in prior proceedings.®* Respondents note that, in previous honey cases, the
Department determined that certain transportation expenses had been double counted.*
Additionally, respondents note that the Department has consistently excluded packing, freight,
discounts, rebates and brokerage from overhead and SG&A calculations in order to avoid double

2 This figure is based on the MHPC 2002/2003 data, as the consolidated balance sheet for MHPC 2003/2004 was
not placed on the record of this review.

%0 See Antidumping Policy Manual, Chapter 8, Normal Value, at 35-43 (commissions) and 55-66 (constructed
value).

%! See Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the People’s Republic of China,
Final Results of 1996-1997 Antidumping Duty Administrative Review and New Shipper Review and Determination
Not To Revoke Order in Part, 63 FR 63842-01, (November 17, 1998) and accompanying Issues and Decision
Memorandum at Comment 18 (“1997 TRBs Decision Memo™), where the Department deducted transportation
expenses because they were already accounted for in the normal value calculation.

%2 See Honey Investigation Decision Memo at Comment 3.
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counting.*®* However, respondents acknowledge that the Department did not exclude
commissions from the SG&A ratio in the NSR Anhui Final Results. Respondents note that, in
the past honey new shipper reviews, the Department applied findings from the 1997 TRBs Final
in refusing to exclude sales commissions, stating that “whether or not a PRC producer had sales
commissions is irrelevant to the Department’s SG&A calculation, because the Department does
not tailor surrogate financial ratios to match the particular circumstances in the NME country.”
See the NSR Anhui Decision Memo at Comment 3.

Respondents claim that sales commissions should be excluded, because the Department has
already assessed that expense against respondents in its calculation of net U.S. price.
Respondents stress that the issue is not whether a commission is a discount, but whether the
amount has already been deducted from the U.S. gross price. Respondents argue that comparing
a normal value including commissions with a U.S. net price excluding commissions is double
counting. Respondents further stress that these commissions should be treated in a manner
consistent with the Department’s treatment of transportation expenses and consistent with the
deduction of U.S. affiliate expenses. See Fresh Garlic From the People's Republic of China:
Final Results of Antidumping Duty New Shipper Review, 67 FR 72139 (December 4, 2002), and
accompanying Issues and Decisions Memorandum at comment 5 (“Garlic Decision Memo”).
According to respondents, it is irrelevant that this commission is seen as a “standard selling cost”
because the “cost” has already been assessed against respondents. In conclusion, respondents
argue that, just as the Department is required to adjust constructed value for commissions in a
market economy proceeding, it must also adjust the surrogate constructed value for commissions
in an NME proceeding.

Respondents also argue that the Department should include MHPC’s expenses for jars, corks,
and honey machines as costs for direct materials in the calculation of the denominator.
Respondents argue that, because “jars and corks” are essential to marketing retail honey, the
Department should treat these expenses as costs for direct materials consistent with the
Department’s practice.®* Respondents also assert that the calculation of the surrogate ratio must
reflect the “surrogate company’s experience as a whole.”*® Respondents state that “jars and
corks” are listed as expenses in the annual report and argue MHPC sells its processed honey in
these jars. Furthermore, respondents argue that the cost of “jars and corks” should be deducted
from MHPC’s net revenue. Respondents claim that MHPC is not a trader of empty “jars and
corks,” noting that the MHPC Annual Report does not show income from the resale of these
goods. Regardless of the Department’s decision with respect to the calculation of the
denominator, respondents contend the Department should still deduct these amounts from net
revenue, since MHPC sells retail honey packaged in jars. Respondents also claim that the
Department should treat MHPC’s honey machine purchases as direct materials, as these

%3 See Tapered Roller Bearings and Parts Thereof, Finished and Unfinished, From the People’s Republic of China,
Final Results of 1996-1997 Antidumping Duty Administrative Review and New Shipper Review and Determination
Not To Revoke Order in Part, 63 FR 63842-01, (November 17, 1998) (“1997 TRBs Final™).

% See Persulfates from the People’s Republic of China: Final Results of Antidumping Duty Administrative Review,
68 FR 6712 (February 3, 2003) and the accompanying Issues and Decision Memorandum at Comment 9
(“Persulfates Decision Memo”).

* Honey from the People’s Republic of China: Final Results of the First Antidumping Duty Administrative Review,
69 FR 25060 (May 5, 2004), and accompanying Issues and Decision Memorandum at Comment 19 (“Honey 1% AR
Decision Memo”).
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machines actually process the honey for sale. Finally, respondents contend that the Department
should deduct “honey box purchases” as a packing expense from the net revenue to calculate the
net profit, noting that “packing expenses” were deducted from the profit ratio calculation in the
Preliminary Results.

In their reply brief, petitioners argue that the Department should reject respondents’ request to
exclude MHPC’s honey sale commissions from its calculation of the SG&A ratio, consistent
with the Department’s decision in NSR Anhui Final Results®® and Department practice. Quoting
1997 TRBs, petitioners note that the Department categorized these expenses as standard selling
costs, and thus as SG&A expenses irrespective of whether the PRC producers had commissioned
sales staff. Petitioners contend that this policy is not limited to commissions, but also applies to
circumstance-of-sale adjustments. Petitioners argue that the Department has a long-standing
practice of not adjusting surrogate producer’s ratios in an attempt to reflect the actual
experiences of the NME exporter/producer.®” Petitioners further argue that, because the
calculations in a market economy case and a non-market economy case are inherently different,
it is inappropriate to make comparable adjustments, contrary to respondents’ claims. According
to petitioners, foreign sales in China are not the basis for normal value, and therefore no
individual sales exist to use for making circumstance-of-sale adjustments, including those for
commissions. Petitioners contend that, because commissions are selling expenses, they should
properly be considered part of SG&A, and that no double-counting would occur even for those
respondents that reported commissions. Petitioners stress that commissions are selling expenses
whether paid to sales employees or outside salesmen, and argue that the Department should
continue to reject respondents’ request, consistent with its determination in NSR Anhui Decision
Memo at Comments 17 and 18.

Regarding corks and jars, petitioners argue that the Department should continue its past practice
and not find “jars and corks” to be a component of direct materials.®® Petitioners note that
respondents failed to address the inclusion of these items in the sales section of the profit and
loss statements, and that the Department had previously viewed these sales figures as an
indication that these items are likely resold. Petitioners also contend that corks and jars were not
included in the direct material factor buildup, and do not reflect the physical factor composition
of the subject merchandise, as sales of honey sold in jars were not reported by respondents under
U.S. sales. Regardless, petitioners argue that their inclusion in the Materials, Labor and Energy
(“MLE”) denominator would be incorrect because the value of any packaging could be included
only if the overhead, SG&A and profit ratios are applied to a packaging-inclusive per-unit factor
build up. Petitioners note that the Department practice is to add packing after the application of
the ratios.®® In the event the Department does incorporate these costs, petitioners contend they
should only be used to calculate net profit. In relation to the honey machines, petitioners argue
that the machinery would be a production asset, and these machines are not used, but are resold.
Petitioners argue that the sales column of the MHPC Main Journal Business Statement shows

% See NSR Anhui Decision Memo at Comment 3.

%" See Certain Color Television Receivers From the People’s Republic of China: Final Results of Sales at Less than
Fair Value and Negative Final Determination of Critical Circumstances 69 FR 20594 (April 16, 2004), and
accompanying Issues and Decision Memorandum at 73 (“CTVs Decision Memo™).

% See NSR Anhui Decision Memo at 3.

% See Memorandum on Eurasia Bee’s Product Co. (Eurasia) Program Analysis for the Preliminary Results of
Review at 10. (November 23, 2004).
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honey machine sales and total honey machine purchases. In this respect, they cite respondents’
January 18, 2005 submission at Exhibit 3.

Petitioners argue the Department should reject respondents’ claim that honey box purchases are a
production expense. Petitioners contend that honey “boxes” are not packing materials at all, but
actually refer to the rectangular wooden hive structures which MHPC purchases and resells, and
petitioners argue that this is demonstrated in the sales column of the MHPC Main Journal
Business Statement. See Respondent’s 2™ Surrogate Submission.

Department’s Position:

We disagree with respondents that honey sales commissions should be excluded from the
calculation of the surrogate SG&A ratio. In NSR Anhui Final Results, the Department
determined, consistent with the 1997 TRBs Final, that because sales commissions represent
standard selling expenses, these commissions should be included in the surrogate SG&A
calculation, irrespective of any sales commissions the respondents incurred on the sale of subject
merchandise. The Department found that whether or not a PRC producer actually incurred sales
commissions is irrelevant to the Department’s surrogate SG&A calculation, because the
Department does not modify surrogate financial ratios to match the particular circumstances of
the NME country. See, e.g., 1997 TRBs Decision Memo at Comments 17 and 18; Honey 3" NSR
Final, and accompanying Issues and Decision Memorandum at Comment 5 (“Honey 3" NSR
Decision Memo”); and NSR Anhui Decision Memo at Comment 3.

The Department disagrees with the respondents’ contention that, because the Department adjusts
constructed value for commissions in market-economy proceedings, it must make a parallel
adjustment to the surrogate constructed value for commissions in an NME proceeding.
Adjustments for commissions in the context of a market economy proceeding are classified as
circumstance-of-sale adjustments; however, the Department does not make circumstance-of-sale
adjustments in NME proceedings. See, e.g., 1997 TRBs at Comment 12. Instead, as explained
above, the Department includes all standard selling expenses in the surrogate SG&A calculation.
The Department has noted in prior cases that it is not possible to deconstruct surrogate financial
ratios at the level of detail that would be necessary to make such adjustments, because it is not
known whether there is an exact correlation between the NME producer’s and the surrogate
producer’s expenses. Therefore, “the Department normally bases normal value...on factor
values from a surrogate country on the premise that the actual experience in the NME cannot
meaningfully be considered.” See Tapered Roller Bearings and Parts Thereof, Finished or
Unfinished, From the Republic of Romania; Final Results and Rescission in Part of Antidumping
Duty Administrative Review, 61 FR 51427, 51429 (October 2, 1996).

We also disagree with respondents’ claim that the Department normally tailors the surrogate
SG&A calculation to a specific NME producers’ experience, as the Department is not required to
“