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was de minimis. During the original
investigation, the Department applied
the two-tiered cost test and AST has
continued to use this test to avoid the
possibility of dumping margins. For the
Department to apply a new test in this
investigation is unfair.

Petitioner asserts that the
Department’s model-specific cost test is
in full accord with the requirements and
purpose of Section 773(b) of the Act
because this test is the first step to be
taken in determining FMV, which is
based on sales of particular models or
products.

Petitioner adds that the need for a
model-specific cost test is particularly
evident for a product like pipe fittings.
Despite the fact that pipe fittings come
in a wide range of sizes, only about 20
percent of the sizes account for about 80
percent of the fittings sold. Below cost
sales of low-volume items in the home
market might not be screened out by a
cost test applied on a such or similar
category basis. If these sales happen to
be compared to high volume items sold
for export to the United States, many
less than fair value sales would go
undetected. Clearly, the purpose of the
cost test would be defeated by such an
outcome.

DOC Position
In our final determination, we have

adhered to the Department’s Policy
Bulletin 92/3, which provides that the
cost test be done on a model-specific
basis. Policy Bulletin 92/3 is in
complete accordance with the statute
and has been consistently applied by
the Department for over two years. The
Policy Bulletin states that the cost test
is intended to avoid basing FMV on
below cost sales. Because FMV is
determined on a model-specific basis,
the Department has chosen to apply the
cost test on a model-specific basis, as
well. Otherwise, for certain models,
FMV would likely be calculated on
below cost sales.

AST claims that because 773(b) of the
Act contains a reference to 773(a), the
Department is required to conduct the
below cost sales test on the same basis
as the market viability test. The such or
similar viability test is a general test to
determine the level of sales activity to
determine the efficacy of spending
resources in examination of those home
market sales. The cost test, on the other
hand, is designed to determine which
market sales may be used for
comparison purposes. Nothing in the
statute, the regulations, or the legislative
history suggests that tests for general
home market activity and for sales
below cost must be on the same basis.
Because the purposes of the two tests

are different and because the reference
in section 773(b) to section 773(a)
clearly does not compel the Department
to use the same procedure for these
tests, we followed Department policy
and used the model-specific cost test.

AST’s claim that use of the term
‘‘merchandise’’ in section 773(b)
requires the Department to apply the
cost test broadly is erroneous. The term
‘‘merchandise’’ is used throughout the
statute, in some cases with a broad
connotation and in others, in a narrower
sense. For example, when the statute
refers to ‘‘the same general class or kind
of merchandise,’’ the connotation is
broad and includes the entire class or
kind of merchandise under
investigation. However, when the
statute defines ‘‘such or similar
merchandise,’’ the connotation is
narrow, referring to the particular model
sold in the home market which is
identical, or most similar to, a particular
model sold for export to the United
States. The fact that section 773(b) of the
Act uses the term ‘‘merchandise’’ with
respect to the cost test does not require
us to apply the cost test on a broad
basis.

AST claims that Policy Bulletin 92/3
does not provide any basis for
‘‘bypassing’’ a cost test using such or
similar categories. The Department
formulated Policy Bulletin 92/3 as a
statement of its intent to implement
uniformly a cost test methodology. The
Policy Bulletin itself states that the
Department’s practice will be to apply
the model-specific cost test in all future
investigations and reviews. The Policy
Bulletin need not explain ‘‘bypassing’’
the such-or-similar cost test because, to
the extent that the such-or-similar test
had been used in prior cases, it was no
longer Department practice when the
Department adopted the model-specific
test advocated in the Policy Bulletin.

The Department uniformly has
applied the model-specific cost test in
both investigations and reviews since
the bulletin was released. (See, e.g.,
Final Determination of Sales at Less
Than Fair Value: Ferrosilicon from
Venezuela, 58 FR 27522, 27533 (May
10, 1993); Final Results of Antidumping
Administrative Review: Sweaters,
Wholly or Chiefly of Man Made Fiber,
from Korea, 59 FR 17513, 17515 (April
13, 1994)). Given these circumstances,
AST had adequate notice as to Policy
Bulletin 92/3’s contents and that the
Department would apply the model-
specific cost test for all future
investigations and administrative
reviews.

Regarding the legislative history’s
reference to below-cost end-of-model-
year sales, we note that this reference

concerns whether below-cost sales are
made over an extended period of time.
The end-of-model-year sales are not
relevant to a discussion of whether or
not the cost test can be applied on a
model-specific basis.

Comment 6
When AST imports seamless pipe

under bond, it becomes liable for the
normal duty of 15 percent, plus an
additional surcharge of 3 percent,
because the import is made under bond.
AST states that it receives a rebate or an
exemption upon export of finished pipe
fittings of the surcharge, as well as the
normal duty. Therefore, AST claims
that, in accordance with section
772(d)(1)(B) of the Act, both duty and
surcharge should be added to the USP.

Petitioner claims that AST has
acknowledged that the three percent
surcharge is not imposed on seamless
pipe used to produce pipe fittings for
home consumption. Section 772(D)(1)(c)
provides for an increase in USP for taxes
rebated upon export but only to the
extent that such taxes are added to or
included in the home market price.
Because the surcharge is not imposed in
the home market, the rebate of the
surcharge on export should not be
added to USP. In the alternative, if the
Department determines that the three
percent surcharge is imposed on
imported pipe used to produce for home
consumption, then it should include the
full 18 percent duty in the COP.

DOC Position
During verification, we established

that the three percent surcharge was
imposed on seamless pipe used in the
production of home market fittings, in
addition to the normal 15 percent duty.
Therefore, because both duty and
surcharge are assessed on pipe used for
home market production and because
both are exempted on pipe used for
export production, it is appropriate to
include both the duty and the surcharge
in the drawback amount added to USP.
In addition, because both duty and
surcharge are clearly a part of the cost
of home market pipe fittings, we
included both in our calculation of the
cost of production.

Comment 7
AST maintains that the Department

should not recompute AST’s submitted
COP and CV interest expense to account
for the financing costs of its Japanese
parent, Awaji Sangyo K.K. (‘‘ASK’’).
According to AST, under Japanese
generally accepted accounting
principles (‘‘GAAP’’), only publicly-
held companies are required to prepare
consolidated financial statements that


