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Siderca argues that the revenue from
the sale of intermediate products can be
used to offset G&A expense because
they were produced in the same
integrated facility with the OCTG
products. Siderca argues that the costs
associated with the revenue are
included in the reported costs, and
therefore the G&A should be offset by
the revenue. Siderca claims that the
petitioners’ focus on “‘production of the
subject merchandise” is misleading.
Siderca argues there does not have to be
a direct link to OCTG, only to the
production facilities where the
merchandise was produced. Siderca
cites the Final Determination of Sales at
Not Less Than Fair Value: Saccharin
from Korea (59 FR 58826, 58828,
November 15, 1994), in which the
Department stated that miscellaneous
income should be permitted as an offset
to G&A because the income was related
to respondent’s production operations.

DOC Position

We agree with Siderca. The
insignificant size of the offset indicates
the revenue is miscellaneous in nature
and should be included in G&A. The
costs associated with this revenue are
captured in the company’s overall
variance and, therefore, have been
included in the reported costs. As the
Department noted in Saccharin from
Korea, miscellaneous income relating to
production operations of the subject
merchandise may be permitted as an
offset to G&A. Intermediate products,
sold in small quantities, are considered
to be related to production operations.
We have included in G&A the
miscellaneous revenue from the sale of
intermediate products.

Comment 13: G&A Expense of Siderca
Corp.

The petitioners argue the Department
must treat the G&A expense of Siderca
Corp. as further manufacturing costs
and not as indirect selling expenses.
They state that Siderca Corp. plays an
integral part in the further
manufacturing process, claiming it
negotiates and oversees the work of the
unrelated subcontractors, functions as a
purchasing agent for Texas Pipe
Threaders (TPT) and the unrelated
subcontractor, and shares with TPT
office space and the same company
president. The petitioners argue that,
because Siderca failed to demonstrate
which of Siderca Corp.’s G&A expenses
relate to further manufacturing, the
Department should make an adverse
inference, and include all of the costs in
further manufacturing.

Siderca argues that it properly
included Siderca Corp.’s G&A expenses

as a selling expense. Siderca concedes
that Siderca Corp. does purchase
material for use in further
manufacturing, and arranges when
necessary for the further processing to
occur at TPT and other processors.
However, Siderca argues that Siderca
Corp.’s activities are directed toward
selling merchandise.

DOC Position

We agree with Siderca. Siderca Corp.
may direct the movement of materials to
the related and unrelated further
manufacturers, but all production
activities are carried out by the further
manufacturers. These further
manufacturers charge Siderca Corp. for
their services. These charges have been
reported as further manufacturing costs.
We have treated the G&A expenses of
Siderca Corp. as a selling expense, since
the primary function of Siderca Corp. is
one of a selling agent.

Comment 14: Interest Expense on
Further Manufactured Merchandise

The petitioners argue that Siderca
calculated and applied interest expense
incorrectly on sales of further
manufactured merchandise. The
petitioners also argue Siderca
inappropriately applied the interest
factor to fabrication costs only, and
thereby understated costs. Finally, the
petitioners argue Siderca should
calculate the rate from the consolidated
financial statements of Siderca, rather
than the financial statements of Siderca
Corp.

Siderca maintains that Siderca Corp.’s
interest expense is the appropriate
measure of interest expense on sales of
further manufactured merchandise.
Siderca argues that Siderca Corp. has a
direct line of credit with a bank in the
United States to finance its operations.
Siderca also argues that it is
unnecessary to apply any financing to
TPT’s activities as the cash balance at
TPT is sufficient to handle its
requirements.

DOC Position

The Department’s methodology for
calculating financial expense is well-
established (see, e.g., the Final
Determination of Sales at Less than Fair
Value: New Minivans from Japan (57 FR
21937, May 26, 1992) and the Final
Determination of Sales at Less than Fair
Value: Small Business Telephones from
Korea (54 FR 53141, December 27,
1989)). The Department’s preference for
using the consolidated financial
statements of the organization, because
of the fungibility of money, applies
equally in further manufacturing
situations. Both TPT and Siderca Corp.

are consolidated with their parent,
Siderca S.A.l.C.. Therefore, the
appropriate rate to apply to the further
manufacturing costs is the rate from the
parent’s consolidated financial
statements.

The petitioners are incorrect in their
assertion the rate should be applied to
the cost of the materials (i.e., the cost of
the product produced by Siderca in
Argentina which is further
manufactured in the United States). The
Department accounts for the interest
expense associated with the product
produced in Argentina as part of the
financing cost of the product. It would
effect a double counting of financial
expenses if the Department applied the
financial expense rate first to the
product produced in Argentina and then
to the total of the further manufactured
product.

We applied the financial expense
percentage calculated from the audited
consolidated financial statements of
Siderca to the cost of the foreign
manufactured product and the cost of
the U.S. further manufacturing.

Suspension of Liquidation

Pursuant to section 735(c)(1)(B) of the
Act, we will instruct the Customs
Service to require a cash deposit or
posting of a bond equal to the estimated
final dumping margins, as shown below
for entries of OCTG from Argentina that
are entered, or withdrawn from
warehouse, for consumption from the
date of publication of this notice in the
Federal Register. The suspension of
liquidation will remain in effect until
further notice.

Weighted-
average
Manufacturer/producer/exporter margin per-
centage
Siderca S.A.LC. .ooooiiiiiiiie 1.36
All Others ......cccoocveviiiiiie, 1.36

International Trade Commission (ITC)
Notification

In accordance with section 735(d) of
the Act, we have notified the ITC of our
determination. The ITC will make its
determination whether these imports
materially injure, or threaten injury to,
a U.S. industry within 75 days of the
publication of this notice, in accordance
with section 735(b)(3) of the Act. If the
ITC determines that material injury or
threat of material injury does not exist,
the proceeding will be terminated and
all securities posted as a result of the
suspension of liquidation will be
refunded or cancelled. However, if the
ITC determines that material injury or
threat of material injury does exist, the



