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overstate profit, we must include an
amount for pre-bid expense in home
market cost of production. As noted in
our response to Comment 4, above, JST
did not provide sufficient information to
differentiate between home market-
related and export-related pre-bid
expenses. Therefore, we have allocated
pre-bid expense to home market cost of
manufacture based on cost of sales.

Comment 6: Petitioner contends that
the Department made an error in
calculating JST’s credit expense.
Petitioner states that the Department
based JST’s credit expense on the time
between the invoice date and payment
date and that this is inconsistent with
Department practice of using the time
period between shipment date and
payment date.

Department’s Position: We agree with
the petitioner, and have recalculated the
credit expense for the LPT sales to the
United States to reflect the time period
between shipment and payment.

Comment 7: Petitioner asserts that the
use of JST’s economic report to derive
the cost of materials for Sale 1
understates cost of materials for this
unit since this report may not reconcile
exactly to the cost accounting system.
Petitioner argues the Department should
derive a cost of materials figure using
the total cost of materials from the cost
accounting system.

JST argues that it keeps economic
reports for each transformer, while the
cost accounting system is specific to
individual orders, which may include
costs for more than one transformer. JST
argues that, when the accounting
records for an order do not provide the
detailed costs for each transformer
covered by the order, the detail is
available from the economic reports. JST
argues that the economic report does in
fact reconcile to the cost accounting
system ‘‘to within very few French
francs.’’ JST argues the information it
supplied to the Department yields a
fully reconciled materials cost. JST
states that the differences in materials
cost between the economic report and
the cost accounting system were
explained during verification.

Department’s Position: We agree with
JST. During the verification, we
examined the economic report and its
relationship to the cost accounting
system. We determined that using the
economic report was the most
reasonable method of deriving the cost
of materials for this sale because the
economic report is transformer-specific,
and the differences between costs
reflected in the economic report and the
actual material costs for the specific
transformer were minimal. (For further

details, see proprietary memorandum to
the file dated June 30, 1995.)

Comment 8: JST argues that the
Department did not correct an error
regarding JST’s calculation of home
market cost of sales, which was
discovered at verification. As a result,
JST asserts that the actual
manufacturing cost incurred on home
market sales is understated, thereby
causing the calculation of profit to be
overstated. JST argues that the
verification report mistakenly notes that
the error did not affect JST’s cost of
home market sales.

Petitioner contends that JST’s claim
for an adjustment to home market cost
of sales for this additional expense
should be rejected. Petitioner argues
that there is no information about this
expense on the record. Petitioner argues
that, without such information, the
Department cannot legally determine
that the expense relates to home market
sales. Petitioner also argues that this
information was untimely submitted.

Department’s Position: We agree with
JST. At verification we asked JST to
show us how it had arrived at the
figures used in its profit calculation. In
response to our request, JST prepared a
worksheet showing how the figures in
its questionnaire responses traced to the
cost system. JST stated that, after it
made adjustments for depreciation and
labor, and excluded a certain type of
transformer, it arrived at a figure
different from what it had reported in
the questionnaire response. It showed
the amount of this difference on the
profit worksheet, labeling it as an
‘‘Other Adjustment.’’ Therefore, while
we noted in the verification report that
the ‘‘Other Adjustment’’ amount
‘‘should have been an expense,’’ it is
more accurate to characterize the
amount as a correction of an error in the
response. Correction of such errors can
be the result of verification and is not
untimely information as the petitioner
asserts.

As explained in the verification
report, we verified the total home
market costs and adjustments to those
costs, as presented on the home market
profit worksheet at verification. (See
verification exhibit cost-18.) We were
satisfied as to the accuracy of the
corrected cost of sales calculation, as
shown on the home market profit
worksheet. Therefore, we have accepted
respondent’s correction of its original
calculation of cost of sales.

Comment 9: Petitioner argues that JST
has not demonstrated that its related-
party purchases have been made at
arm’s length, and as a result the
Department should rely on best
information otherwise available (BIA) to

derive the cost of materials for JST’s
related-party materials purchases.
Petitioner notes that at verification the
Department reviewed JST’s related-party
purchases of two parts for one of its
sales. Petitioner argues that, for the first
of these parts, the Department compared
related-party prices with price
quotations from other companies, but
JST did not demonstrate that the parts
shown on these quotations met
specifications similar to those of the
part purchased from the related party.
Petitioner also points out that the
second part had been purchased from a
party also related to JST. Petitioner
states that the Department should use,
as BIA, the ratio of all of JST’s purchases
from related parties to total purchases,
multiplied by the total cost of materials,
with an added amount for profit. For
profit, petitioner suggests the
Department use the percentage
petitioner calculated for JST’s home
market profit.

JST contends that its purchases of
components from related parties were
made at arm’s length. With regard to the
first part, JST argues that petitioner has
produced no information to cast any
doubt that this part was not purchased
at arm’s length, and that petitioner’s
claim that this part may be different
from those purchased from unrelated
suppliers is only speculation. With
regard to the second part, JST contends
that the purchase is insignificant. JST
argues that the evidence that is available
supports an ‘‘arm’s-length’’ conclusion,
and there is no reason to believe that the
price paid was not an arm’s-length
price.

Department’s Position: We agree with
JST. At verification we examined two
parts purchased by JST from related
parties. With regard to the first part we
examined detailed price quotations from
JST’s suppliers, which clearly showed
that the part had been purchased at
arm’s length. We agree with petitioner
that the comparison parts were not
identical; however, we found that the
parts from related and unrelated
suppliers were comparable for purposes
of the arm’s length test. With regard to
the second part, because custom work
was done on the part in question,
thereby making a benchmark
unavailable, we could not determine
whether the part was sold at arm’s
length. However, we found this part to
be of insignificant value. Therefore,
because JST demonstrated that either
the sale of the part was made at arm’s
length, or the value was insignificant,
we find that the purchase prices for both
of these parts are suitable for use in our
calculation of the foreign market value.
(See Antifiction Bearings (Other Than


