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FMV, in accordance with section
773(a)(1) of the Act.

For Karmen, because it sells the
subject merchandise only in the United
States, we used CV, pursuant to section
773(e) of the Act. We calculated CV as
the sum of the cost of materials,
fabrication, general expenses, U.S.
packing costs, and profit. We relied
upon the submitted CV data but made
the following changes where we
determined costs were not appropriately
quantified or valued: (1) We adjusted
the cost of manufacturing to include the
cost of excluded electricity expenses; (2)
we recalculated finance expense on an
annual basis as a percentage of cost of
goods sold; (3) we increased SG&A
expenses for excluded partner’s salary,
audit fees and bank charges and
recalculated SG&A expense on an
annual basis as a percentage of
fabrication cost of goods sold; (4) we
reduced the manufactured fittings per
unit of fabrication cost for amounts that
relate to the refurbished fittings; and (5)
we reduced the submitted indirect
selling expense for the verified
overstated amounts. In accordance with
section 773(e)(1)(B)(i) and (ii) of the Act,
we: (1) Included the greater of either
Karmen’s reported general expenses or
the statutory minimum of ten percent of
the cost of manufacture (COM), as
appropriate; and (2) used the statutory
minimum of eight percent of the sum of
COM and general expenses for profit
because actual profit was less than eight
percent.

In our preliminary determination, we
were unable to properly allocate labor
and variable manufacturing overhead
costs between refurbished pipe fittings
and new pipe fittings. However, based
on verified information, we are now
able to allocate the labor and variable
manufacturing overhead costs between
refurbished and new pipe fittings.
Therefore, for purposes of this final
determination, Karmen’s CV includes
only those costs allocable to new pipe
fittings.

Currency Conversion

We made currency conversions based
on the official exchange rates in effect
on the dates of the U.S. sales as certified
by the Federal Reserve Bank of New
York. See 19 CFR 353.60.

Verification

As provided in section 776(b) of the
Act, we verified information provided
by the respondent using standard
verification procedures, including the
examination of relevant sales, cost and
financial records, and selection of
original source documentation.

Interested Party Comments
Comment 1: Karmen and Sivanandha

argue that they are not related parties for
purposes of this antidumping duty
investigation. They contend that,
although one individual has a common
interest in both companies, in all other
respects the two companies are separate.

Petitioner disagrees with respondents’
argument. It states that, although the
Department verified that Karmen and
Sivanandha are separate legal entities,
the relationship between the two
companies satisfies many of the criteria
considered by the Department when
deciding whether to ‘‘collapse’’
companies.

DOC’s Position: We agree with
respondents. In general, Commerce will
not consider parties related where the
ownership interest is less than five
percent. See, e.g., Certain Forged Steel
Crankshafts from Japan, 52 FR 36984
(1987). This is consistent with
Commerce’s ‘‘general practice not to
collapse related parties except in certain
relatively unusual situations, where the
type and degree of relationship is so
significant that we find there is a strong
possibility of price manipulation.’’
Antifriction Bearings (Other Than
Tapered Roller Bearings: and Parts
Thereof from Germany, 54 FR 18992,
19089 (1989). Based on Karmen’s
supplemental response and our analysis
at verification, we confirmed that the
ownership between Karmen and
Sivanandha is insignificant and that no
other factors suggested a strong
possibility of price manipulation. (See
the February 16, 1995, Memorandum
from Team to Barbara Stafford for a full
discussion of our analysis of this
subject.)

Comment 2: Karmen argues that it
should be allowed to reduce its cost of
manufacturing for the POI to account for
the advance import license it purchased
from the Indian government. Karmen
notes that it originally purchased the
license in order to import steel pipe for
pipe fittings at duty-free prices. Karmen
maintains that it did not use the import
license but, instead, produced and
exported the subject merchandise using
higher-priced domestic pipe inputs.
Because it can still import duty-free
pipe under the license, Karmen argues
that it should be allowed to reduce its
production costs by an amount
representing the estimated future
savings on imported pipe used to
manufacture pipe fittings.

Petitioner argues that we should not
reduce Karmen’s production costs by
the potential savings on future duty free
imports. Petitioner states that in
calculating constructed value, the

Department uses the cost of materials
incurred at a time preceding the date of
exportation of the subject merchandise.
Also, the Department’s CV
questionnaire clearly states that the
respondent is to report costs incurred
during the POI for purposes of
constructed value. Petitioner further
claims that the advance license held by
Karmen was not used during the POI
and, therefore, the future potential
savings, if they are realized, will affect
costs after the date of exportation of the
subject merchandise. Finally, petitioner
argues that if the license is used in the
future, the effect of the license on
Karmen’s costs of manufacturing would
be taken into account in a future
administrative review.

DOC’s Position: We believe that the
advance import license provides a
benefit to Karmen which accrued to the
company during the POI due to the fact
that it met its export commitment under
the license through the use of
domestically-purchased pipe inputs. In
this case, the benefit from the license
relates directly to production and sale of
the subject fittings during the POI. Thus,
in order to achieve an appropriate
matching of production costs and sales
revenues for the subject merchandise,
we have offset material costs by an
amount representing the benefit
obtained from the unused import
license.

Comment 3: Petitioner argues that the
Department should not adjust Karmen’s
material costs by the income generated
by sales of scrap, because subcontractors
to Karmen retain the scrap and
presumably lower their prices to
Karmen to reflect the value of the scrap.

DOC’s Position: The Department
verified that Karmen permits its
subcontractors to keep all scrap
generated from the production processes
they perform. Hence, Karmen did not
sell any scrap during the POI and is not
entitled to the scrap adjustment it
claimed. We agree with petitioner that
the value of the scrap is likely
accounted for in the price the
subcontractors charge Karmen.
Therefore, allowing the adjustment
claimed by Karmen would double count
the value of scrap.

Comment 4: Regarding the salary of
its director, Karmen argues that since
the director is an owner, his income is
a partner’s draw and should not be
included in Karmen’s total salary
expense. Respondent also contends that
if the Department determines that the
draw must be included in SG&A costs,
the Department should only include the
amount of the draw that would be
comparable to a reasonable salary for
management.


