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include the operating results of their
subsidiaries. Because ASK is a
privately-held Japanese company and
not required to prepare consolidated
financial data under Japanese GAAP,
AST argues that the Department should
base COP and CV interest solely upon
AST’s audited (unconsolidated)
financial statement information.

AST notes that the Department has a
long-standing practice of accepting
home-country GAAP for purposes of
computing COP and CV, unless it can be
shown that those practices distort
production costs. In this case, AST
maintains that use of a consolidated
interest calculation would violate ASK’s
normal GAAP and produce distorted
results since AST receives no loans from
ASK and did not receive any new
investment from its parent during the
POI.

AST further asserts that despite ASK’s
ownership interest in AST, the parent
company does not exert ‘‘control’’ over
its subsidiary’s operations. Instead, AST
maintains that it operates independently
from its parent and does not rely on
ASK for its production, sales (other than
export sales), engineering, financing,
research and development, or
management activities.

Lastly, AST argues that the premise
underlying the Department’s policy of
using consolidated interest expense in
computing COP and CV (i.e., the
fungible nature of invested capital) does
not apply in this case. AST asserts that
the presumption of easy transfer
(fungibility) of money between parent
and related affiliate is vitiated by the
fact that ASK and AST are located in
different countries, whose currency
regulation requirements significantly
impede the free flow of money between
countries.

Petitioner alleges that AST has
understated its COP and CV by
excluding ASK’s financing expense.
Petitioner states that, because capital is
fungible, the Department requires
consolidated interest expense when the
parent company maintains control over
the subsidiary. ASK maintained control
over AST’s operations and, for this
reason, the financing expenses of ASK
and AST were combined in the
Department’s prior antidumping
investigation involving AST. (Final
Determination of Sales at LTFV: Certain
Carbon Steel Butt-Weld Pipe Fittings
from Thailand, 57 F.R. 21065–69 May
18,1992) Petitioner asserts that there is
no reason for the Department to deviate
from its approach in the previous
determination.

DOC Position

We agree with petitioner and have
based our calculation of AST’s interest
expense for COP and CV on the
consolidated operations of AST and
ASK. This methodology is consistent
with our long-standing practice for
computing interest expense in cases
involving parent-subsidiary corporate
relationships. This methodology has
been upheld by the CIT in Camargo
Correa Metals, S.A. v. U.S., Consol. Ct.
No. 91–09–00641, Slip Op. 93–163, at
14 (CIT August 13, 1993).

As petitioner has pointed out, AST
has not provided us with any additional
information that would lead us to
change our determination, from the
1992 LTFV investigation of Butt-Weld
Pipe Fittings from Thailand, that the
company’s interest should be computed
based on the consolidated operations of
AST and its parent, ASK. AST’s
argument that ASK is not required
under Japanese GAAP to prepare
consolidated financial statements
ignores the fact that, as a privately-held
corporation, ASK is not subject to the
same set of accounting principles as
publicly-held entities in Japan. As in
most countries, one of the major
objectives of Japanese GAAP is to
ensure consistency in the accounting
principles practiced by publicly-held
corporations so that investors may make
informed decisions as to how they
invest their capital. There is no such
objective under the Japanese
Commercial Code which governs the
accounting practices of privately-held
companies like ASK. It should be noted,
however, that were ASK a public
company, certain information submitted
by AST indicates that ASK would be
required under Japanese GAAP to
consolidate the operations of AST in its
financial statements.

ASK’s ownership interest in AST
places the parent in a position to
influence AST’s financial borrowing
and overall capital structure. We note
that, contrary to AST’s assertions that
AST is an independent company and
not ‘‘controlled’’ by its parent, the two
companies share common directors and
other corporate officials. In fact,
according to AST, the two companies
share the same managing director. ASK
also acts as the selling agent for AST’s
export sales and provided the
technology, equipment, training,
engineers, and capital to establish AST.
Based on this information, it is difficult
to see how AST’s operations are
independent of its parent to such an
extent that we should ignore our normal
practice of computing interest expense

on the basis of the consolidated parent
and subsidiary.

Regarding AST’s claim that it received
no intercompany loans or additional
capital investment from its parent
during the POI, we note that this
argument fails to take into consideration
any borrowing costs associated with
ASK’s initial capital investment in the
company. AST maintains that all
interest expense incurred by ASK
pertains solely to the parent’s
operations. Under this principle, AST
would have us accept that its parent
funds its own operations largely through
borrowing while, at the same time,
funding its initial investment in AST
solely through equity capital. Such a
principle ignores the fact that ASK’s
capital structure is comprised of both
debt and equity and, as such, it is
neither possible nor appropriate in our
analysis for the company to pick and
chose which portions of its parent’s
operations should incur the additional
interest costs associated with borrowed
funds.

Lastly, with regard to AST’s claim
that transfers between AST and its
parent are not ‘‘fungible’’ due to
currency fluctuations and restrictions
on currency flows between Thailand
and Japan, we note that this argument
misrepresents the fungibility principle
underlying the Department’s practice
regarding consolidated interest expense
for COP and CV. As noted above, ASK
has already purchased a controlling
capital interest in AST. ASK’s capital
structure is comprised of both debt and
equity. These monies are fungible. That
is, one cannot reasonably know which
portion of ASK’s capital was used for a
specific activity. AST would have us
believe that ASK’s debt-based capital
was used to fund the company’s
production of nonsubject merchandise,
while its less costly equity-based capital
was used to establish AST’s operations.
This ignores the fact that the parent
company’s capital is used to fund all of
its operations and cannot be segmented
and apportioned to specific operations
in any justifiable manner. Thus, it is the
fungibility of the controlling parent’s
capital structure that is at issue and not,
as AST argues, the parent’s future
ability to transfer funds to its subsidiary.

Comment 8
Petitioner contends that all subject

fittings sold in the United States and the
home market were made from seamless
pipe. AST’s submitted pipe costs,
however, included welded pipe and
pipe used to produce pipe fittings
outside the scope of the investigation.
Petitioner states that for purposes of the
final determination, AST’s raw material


