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Once annealed, the softened steel will be pickled and cleaned in an acid bath so as to remove any
scale, dirt, oil or other impurities that can hinder the processing of the steel. In this same stage,
the cleaned steel will be coated with a lubricant so as to help the steel process through the
forming and threading machinery with greater efficiency. This steel will then run through a
series of dies in cold forming equipment to form the fastener, and then mechanically transferred
to threading machinery to form the threads (if externally threaded) or transferred to threading

machinery to tap the threads (if internally threaded).

In hot forming and threading operations for nut production, cut length steel bars are
heated in an induction heater/furnace, run through a series of dies to form the fastener (including
any punching of the eye of the nut), and then transferred to threading machinery which physically

taps the threads of the nut.

During the forming and threading stage of the production process, a minor amount of
steel coil or semi-finished product is lost or becomes unusable. Examples of this include: coil or
bar ends that are bent or otherwise deformed, the shavings and turnings from the screw forming
operations, and the center punch out and machined thread shavings found in subject nuts,
Producers suchas [ Co .\’.fq ,,7 ] will collect most of this scrap by-product, process it, and sell

it to local or regional scrap recyclers at prevailing market prices.

Once the steel has been formed and threaded into a semi-finished bolt (e.g., hex head cap
screw or structural bolt) or nut, steel which had been formerly annealed in order to soften it for
the purpose of facilitating forming and threading will be then heat treated in quench and temper

furnaces. The heat treatment phase is designed to reintroduce hardness into the steel which had
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been previously reduced in the annealing phase. At this point, the characteristic form of a steel

fastener is complete.

Some of [ C 0»9»*7 ] products will undergo further processing which may include
zinc coating, yellow chromate finish coating, phosphate and oil (“P&O”) coating, or other
operations. These operations are typically performed outside of the company’s

facilities.

All products will be inspected for quality assurance purposes. This will include
metallurgical inspection, dimensional and destructive testing, and other quality assurance
measures. Finally, once the lot of material has been cleared as to quality, steel fasteners will be
packaged into boxes — usually 40 pound boxes for non-structural bolts and nuts — or into steel
cans or kegs — usually 200 pounds of subject goods per can. The packaged goods are most often

palletized and secured for shipment to the customer.

This production process is used by the Chinese Surrogate, a company which has produced
CSSF [ Yeﬁfj ]. The Chinese Surrogate has been producing CSSF at its [

G "7- Sk e ] which commenced operations [ Ye < ].45 For these reasons, utilization of the
Chinese Surrogate to calculate Chinese producers’ costs of production represents the best
information reasonably available to Petitioner at this time. Additionally, according to the
information available to Petitioner, Autocraft and Shanghai Prime also utilize similar production

methods to produce subject merchandise and both companies offer a |

4 See Affidavit of [ Mo~ ], Exhibit I1-16.
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C 0 A,Q') 1% Consequently, Petitioner believes that the costs reflected by
these companies arefaccurate estimations of the calculation of the cost of production — described
infra.

2. Calculation of Normal Value

To calculate normal value, Petitioner first calculated the amount (i.e., consumption rate)
and value of each production input that the Chinese Surrogate used to produce one finished net
ton of CSSF that is similar or identical to the merchandise offered for sale by Shanghai Prime
and Autocraft in the United States. [

De Jc /a‘(3 qu
D efc /‘[) }\‘U/) 1.7 Petitioner
determined the average cost for most of these inputs in the surrogate country, India, from the
most recent publicly available information. For production inputs or steps for which no Indian
cost information was publicly available, Petitioner used the actual costs of the Chinese Surrogate.
Based upon this information, Petitioner calculated how much it would cost Autocraft and

Shanghai Prime to manufacture subject merchandise in China.

3. Adjustments for Inflation and Exchange Rates

For certain inputs, Petitioner could not obtain cost figures in U.S. dollars or for the period
for which Petitioner has cost data. Where an input came from a period preceding the POI, the

period for which Petitioner has cost data, Petitioner made adjustments for inflation using the

46 See Exhibit I1-6.

47 See Affidavit of [ /M€ m&_ ], Exhibit 11-16.
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wholesale price index for India as reported by the International Monetary Fund.*® Specifically,
Petitioner divided the index for the period to which the input price pertained by the index for the
POI (January 2009 through June 2009).

Petitioner calculated the entire cost of production in U.S. dollars pursuant to Department
practice. For input prices denominated in Indian rupees, Petitioner converted the price into U.S.
dollars using the simple average of the daily U.S. dollar — Indian rupee exchange rate for the POI

reported on the Department’s Internet web site.*’

4. Adjustments for freight

In most circumstances, a Chinese producer of CSSF must procure materials from sources
outside of the company. Consequently, per Departmental practice, surrogate material inputs
must be adjusted for freight expenses incurred in transporting the goods to the producer. As best
information available, Petitioner would normally increase the reported surrogate value by the
reported Indian freight rate as utilized in the Department’s annual review of Heavy Forged Hand
Tools. Pursuant to the Court of Appeals for the Federal Circuit’s holding in Sigma Corp. v.
United States, 117 F.3d 1401 (Fed. Cir. 1997), Petitioner would limit the distance used to
calculate freight costs to the shorter of the distance from the supplier’s factory to the CSSF

factory or the distance from Autocraft’s or Shanghai Prime’s facilities to the nearest port of

exportation for CSSF.”
48 See Exhibit I1-7.
9 See Exhibit 11-8.

0 Petitioner notes that this methodology is relevant only where the surrogate value is based upon import

statistics. See Memorandum from Stephen J. Claeys to David M. Spooner re: Issues and Decision Memorandum for
the Less-Than-Fair-Value Investigation, at cmt. 2 (Aug. 30, 2006), Certain Lined Paper Products from the People’s
Republic of China, Inv. No. A-570-901.
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As noted supra, Petitioner has assessed what it believes to be the actual country of
exportation freight distances for both Autocraft and Shanghai Prime. Specifically, based upon a
review of information concerning the location of the production facilities for both companies and
based upon the fact that the nearest port in which both companies exported subject merchandise
to the United States during the POI would have been Shanghai (the Yangshan container terminal
for Shanghai Prime). Petitioner has determined that the distance from Autocrafts’s facilities
situated at 600 Heng Feng to the Port of Shanghai is an average of 26 kilometers away.”’
Similarly, Petitioner has determined that the distance from Shanghai Prime’s facilities to the
Yangshan container terminal is an average of 74 kilometers away.”* Petitioner included these
distances as the distances required to ship material input goods from Autocraft’s and Shanghai
Prime’s suppliers to the companies’ production facilities. This is the best information available

to Petitioner.

To value freight, Petitioner utilized inland truck freight as reported by Infobanc,” and as
calculated in Section ILB.1, supra. Petitioner multiplied the calculated freight rate by the
appropriate distance in kilometers and added the freight cost to each surrogate value to obtain a

fully loaded surrogate input cost.

5. Production Costs

Utilizing the aforementioned methodology, Petitioner has estimated the cost of

production for merchandise produced and exported by Autocraft and Shanghai Prime. A

31 See Exhibit I1-6.
2 See id.
53 See Exhibit 11-9.
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summary of all surrogate values appears in Exhibit 1I-18, and the calculations for the production

costs in question appear in Exhibit II-17.

a. Raw materials
@) Steel inputs and offsets

Depending on the grade of the end product, different types of input steel may be utilized
to produce subject merchandise. However, most input steels used to produce subject
merchandise will be based upon cold-heading quality (“CHQ”) steels. To value carbon quality
CHQ wire rod in coils where the diameter of the steel is at least 14 millimeters in diameter,
Petitioner utilized Indian imports of “Bars and rods, hot-rolled, in irregularly wound coils, of iron
or non-alloy steel, Other: Cold heading quality” categorized under Indian HTS number
7213.9920.>* Petitioner obtained Indian import data from the Indian Ministry of Commerce, and
as disseminated directly by the Global Trade Information Services database known as Global
Trade Atlas (“GTA”). Petitioner used such GTA data for the period September 2008 through
February 2009 as this is the most recent time period for which data is available.”® This is the best

information available to Petitioner.

To value alloy quality CHQ wire rod in coils, Petitioner utilized Indian imports of ‘“Bars

and rods, hot-rolled, in irregularly wound coils, of other alloy steel, Other: Cold heading quality”

>4 See id.
3 See Exhibit II-19. Petitioner notes that according to the Indian Ministry of Commerce there were no
imports of carbon quality CHQ wire rod during the period September 2008 through February 2009. Where
applicable, Petitioner has utilized imports of CHQ wire rod classifiable under Indian HTS number 7213.9920 as the
grade of the product (i.e., CHQ quality) is much more critical than the diameter of the rod.
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categorized under Indian HTS number 7227.9040.® This is the best information available to

Petitioner.

To value carbon quality CHQ hot-rolled bar (used most often for subject nuts), Petitioner
utilized Indian imports of “Other bars and rods of iron or non-alloy steel, not further worked than
forged, hot-rolled, hot-drawn or hot-extruded, but including those twisted after rolling: Other:
Other: Other” categorized under Indian HTS number 7214.9990.>” This is the best information

available to Petitioner

To value scrap recovered in the production of CSSF, Petitioner obtained Indian import
data from the Indian Ministry of Commerce through GTA for “Other Waste and Scrap”
categorized under Indian HTS number 7204.4900. Petitioner obtained such data for the period

September 2008 through February 2008.>® This is the best information available to Petitioner.

(i) Other inputs
At least eight other direct inputs may be used in the production of subject merchandise:
various lubricants, rust preventative, methanol, quench oils, zinc, acid (sulfuric), hydrogen, and

59

nitrogen.”” To value each of the first six inputs listed, Petitioner obtained surrogate value

information as provided for under the relevant HT'S numbers as provided for in the Indian Tariff

56 See id.
57 See id. Petitioner has utilized this number as best information available. This HT'S number may encompass
both standard and CHQ quality steel bar and is overbroad. Upon initiation, Petitioner will endeavor to obtain
surrogate value information that is more appropriate for the input in question.

5% See id. Petitioner notes that the by-product offset for any reclaimed steel scrap is applied to normal value
after the total cost of production (including overhead, SG&A, and profit) has been factored in. The downward
adjustment to normal value appears in Exhibit 11-17.

5 Not all inputs are used to produce all subject items.
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Schedule and as disseminated by Global Trade Atlas.®

The data pertains to the period
September 2008 through February 2009 and is, therefore, contemporaneous with the POIL. This is

the best information available to Petitioner.

To value the remaining two inputs — hydrogen and nitrogen — Petitioner relied on data
submitted to the Department in the 2008 antidumping duty investigation of Frontseating Service
Valves From the People’s Republic of China.®® Specifically, in Frontseating Service Valves, the
petitioner utilized Indian imports of hydrogen classified under Indian HTS number 2804.1000
that were imported during the period January 2007 through June 2007. With respect to nitrogen,
the petitioner relied upon a 1997 price quote as proffered by Bhoruka Gases Ltd. In both
instances, Petitioner made adjustments to the offered prices to account for inflation between the

reporting periods and the current POL® This is the best information available to Petitioner.

b. Energy

To value electricity, Petitioner utilized the Indian electricity rate for various periods as
collected and disseminated by the Central Electricity Authority.®® Petitioner then inflated this
value to the POI using the Wholesale Price Index as reported by the International Monetary Fund.

The calculated rate is US$0.092427 per kilowatt hour (“kWh”).

To value natural gas, Petitioner utilized the Indian natural gas rate as reported by CRISIL

— a Standard and Poor’s company. This source has been utilized as a source of natural gas

5 See Exhibit I1-19
ol See Exhibit I1-20.
62 See id.

6 See Exhibit I1-21.
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pricing in both the investigations of Welded Stainless Steel Pressure Pipe From the People’s
Republic of China and in Oil Country Tubular Goods From the People’s Republic of China.%
The rate in question includes both a charge for the natural gas itself as well as a natural gas
distribution charge that is ‘imposed for transporting gas along pipelines to the industrial user.®’
Petitioner then inflated this value to the POI using the Wholesale Price Index as reported by the
International Monetary Fund. The calculated rate is US$ § $5.931398 per mmbtu which is

identical to Dth — a “Decatherm.”®®

c. Labor

Pursuant to 19 C.F.R. § 351.408(c)(3) (2008), Petitioner used the labor value for the
People’s Republic of China, as published by the Department on its Internet website and revised
through the proposed revision published in the Federal Register. The most current labor value in

the PRC reported by the Department is US $1.04 per hour based upon 2005 data.”’

0. Total Cost of Production

Petitioner added all of the total direct manufacturing costs arrive at the total cost of goods
sold (“COGS”) net of depreciation for CSSF.®® Pursuant to Departmental regulations and statute,
Petitioner added additional expenses relating to overhead, selling, general and administrative

expenses, and profit. To value these expenses, Petitioner attempted to find publicly available

64 See Exhibit 11-22.
83 See id.
6 See id.

o7 See Import Administration’s Expected Wages of Selected Non-Market Economy Countries (2005), available

at http://www.ia.ita.doc.gov/wages/05wages/05wages-051608 html#tablel and included in Exhibit I1I-23,

68 See Exhibit 1-17.
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financial stafements from Indian entities that are producers of identical or comparable
merchandise. Petitioner has identified Sundaram Fasteners Ltd. (“Sundaram™) as an Indian
producer of merchandise that is identicai to the merchandise under investigation. Petitioner has
attempted, but has been unable to obtain Sundaram’s 2008-2009 fiscal year annual report. As
best information available, Petitioner has relied upon Sundaram’s 2007-2008 financial statements
for purposes of calculating financial ratios. This is the best information available to Petitioner

at this time.

a. Overhead

Petitioner was unable to obtain either Autocraft’s or Shanghai Prime’s actual company-
wide overhead costs. As best information available, Petitioner obtained information concerning
overhead expenses from information published by Sundaram for the fiscal year 2007-2008.
Petitioner calculated an overhead expense of 46.88 percent based on Sundaram’s annual report.
See Exhibit 1I-24. Petitioner then multiplied cost of goods sold to arrive at the total cost of

manufacturing (“COM”). See Exhibit II-17.

b. Selling, General, and Administrative Costs (“SG&A”)

Petitioner was unable to obtain either Autocraft’s or Shanghai Prime’s actual company-
wide SG&A expenses. As best information available, Petitioner utilized SG&A expenses as
published by Sundaram for the fiscal year 2007-2008. Petitioner calculated an average SG&A of |
16.46 percent based on Sundaram’s financial data. Petitioner then multiplied cost of goods sold
plus overhead expenses — COM ~’by the SG&A expense ratio to arrive at the total cost of

manufacturing (“COP”). See Exhibit 11-24 and Exhibit II-17.

0 See Exhibit 11-24.
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c. Profit

Petitioner was unable to obtain either Autocraft’s or Shanghai Prime’s actual company-
wide profit rates. Consequently, Petitioner utilized the profit rates as reported by Sundaram to
serve as the basis for profit. Petitioner calculated an average profit rate of 8.93 percent based on
Sundaram data. Petitioner multiplied the total cost of production (“COP”) by the expected profit
ratio to arrive at the total constructed value (“CV”). See Exhibit 1I-24 and Exhibit II-17. This is

the best information available to Petitioner at this time.

7. Packing Inputs

Depending on the product that is being produced, the Chinese Surrogate will utilize
different packing factors for its subject goods. Structural bolts and nuts are most often shipped in
metal cans (because they are used most commonly at open-air construction sites) and can hold up
to 200 pounds of nuts and bolts. Non-structural fasteners are usually shipped in 37 to 40 pound
cardboard boxes (known as 1/8 kegs). The packaged goods will be shrink-wrapped, taped,
labeled and the placed onto a pallet which typically holds 9 cans per pallet — approximately 2000

pounds per pallet.

To value metal cans for conveyanée, cardboard boxes, plastic wrap, and pallets, Petitioner
obtained surrogate value information as provided for under the relevant HTS numbers as
provided for in the Indian Tariff Schedule and as disseminated by Global Trade Atlas.” The data
pertains to the period September 2008 through February 2009 and is, therefore, contemporaneous

with the POI. This is the best information available to Petitioner.

° See Exhibits I1-18 — 11-19.
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D. Normal Value

Petitioner calculated normal value by adding together the total direct cost of production
with total packing costs (including packing materials, labor, and energy), while at the same time,
subtracting any scrap credit offsets for reclaimed scrap. The calculations described above result

in an estimated normal value for the following observations: "’

OBS Producer Type and Grade Size Normal Value
US-201 sP 1L TN, Fi‘[gw S 36011 ]
US-202 SP |1 / ] I 2911 ]
US-203 sP | /1 So00. 11 ]
US-204 sP | | %001 ]
US-205 Al [ N/ ~z £S5€.7F )

'IV. LESS THAN NORMAL VALUE COMPARISON (“DUMPING MARGINS”)

In calculating the dumping margins, Petitioner matched the U.S. transaction offers with
their respective normal values. Petitioner then subtracted the ex-factory export price for each
observation from normal value for the corresponding observation and divided the difference by
the export price to determine the dumping margin for the U.S. transaction offer. This yielded a
transaction-specific dumping margin. Petitioner then calculated a weight-average dumping

margin based upon the quantity of CSSF offered in each observation.”

The comparisons demonstrate that Autocraft and Shanghai Prime exported and sold, or
offered to sell, the subject merchandise in the United States at prices that are less than normal

value. The calculated dumping margin for Autocraft is 185.95 percent, while the calculated

n See Bxhibit I1-17.

7 See Exhibit 11-25.
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dumping margins for Shanghai Prime range from 68.70 percent to 208.70 percent, with a weight-

averaged dumping margin of 145.04 percent.73

V. CONCLUSION

Petitioner requests that antidumping duties be imposed on imports of CSSF from the

People’s Republic of China in an amount sufficient to offset the unfair pricing described above.

73 See id.
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